cepr
-I | I Ilw CENTER FOR ECONOMIC AND POLICY RESEARCH

iy
# "$H%S$
&l



Measuring Poverty and Economic Inclusion i

# 1 $ % % I % % ! &
# 0 '((
* (
! )
(e ( ! #
)
| +)
i ¥}
, 0 1 - & 2
31 &34 5 & 346 & 4( 4" 4
32 54 ,478'5 4(! 4 9 $ - -1
S 4 ;! - &
2 - & -5 - , : 5 i
( o 5 51 - !
31 69 - -3 - 0



!
I 5 5 -1
= > | -
I -2
3 @ @5 5 -
na -1 -
- 1 !
ol ( B -- |
('(@5
5 -1 O
! 5 I
4 5 - 1 5
5
5 - 5-
I 4 51 (
I, !
_!! - @! ! -,
(@5 Il 5
- 5.
# ! , - 14
, 3 -C D
5 # ( -
| -5 — 1
-4 -1 @< > , 15
( "
I, E/ R
1>
51 51 cC 'D 5 1 1?
- ! I, 5
5 - I, 5!, EI@F/
! , 3 - ! 4 -
- [

Measuring Poverty and Economic Inclusion

4, < !
51, Il
= > -1
A= . |
S 41
! -
i 4
1131 oo
!
131,11
c 4 (
~
S 1, 51
4 <
1 .3 1 5,
@5
. 45
! -
| |
#
'(l |
- -
| < I
|-
> ’l
4 14 @ !

1



Measuring Poverty and Economic Inclusion 2

C Pl I 51 ! Il !
- < 5 H( - 131 54- 4 5! 3 D
>0 ! - 0'!& A YF/ )=
C 2
4, - I 4 - ! ! 5 D
> ,AE) =
1! I )E/ - | 5 (
JE)4 -1 -
# G4 I 4 5 b5< 5!
! 5 5 - ! 4 , <
| = > I - 51, 11
nm -1 4 5 , (
nC D : 13-, C -1 - D?
= > - 3 @ @5
5 -4 - 4 5 !
I - 14 0 3@ ! 13 1
A A4 ! 4 =4
| I - | -
I ! -C5 - 15 D & - ! -
! )E/ 4 5 :
/ # "6, 4- 15 !
C D -5 @ 5 4 , I
-1 C 45 D cl, D -1 , 3 @!
- - - - I 5 -
r ! )E/ )EH4 - 14 5l 14
4 5 I 4 4 -l
L, 1 5) F (
- - I 5l -
( AHHE & 30 4 4(1'!'0 /@ [+= C& !
5! - -1-45 -
5! 14 I, 4 5, (! 4 4 134
- 23 | 4 4 - 514 ! &
4 - 4 5! 15 |15 5 L
! 4 , -, ,!5 JK -1 - D
053 -15 ! ) 4 0 AlHE@F=
+ 9 All=
-4 - 13 l-
I'5 (9 All += 4 -% ! %
cC5 - ! 4 4 | -@ 5
- C 5 5 DK ! , < - L B



Measuring Poverty and Economic Inclusion 3

! 4 =4
_ I
!
I !
! 4
I RCH 5
- 1'5 5
151 *
4
— 1
- | I 51
4 <
! , 3 ! 5,
@5
- 45
> .
- ( 4
- @ I
|
C 45 D! | #
C @! D >
I D 11
@ 30-@ @ !
45 ’
- 1 1
5 !
513 - B,3 ! >
, 3 l,@, <5 -,
51, - | >
C D"
3> 3 13 5 1@
> 1 C 'D
< |



Measuring Poverty and Economic Inclusion

0 !4 @ !

I'5 -5 C D
! s 1
'@ 5 # I+ #;
@< 4! @ - E/ - - 51
- DEM))) < I - ?
@< 4! @ E/ - !
< I - A =7?
5 - ! I, 5 -
ol ! 5 C ! ! D 51,
H/ -
0 # 4 A 114 : I- = 15 5
- - 4 I 4 1o
- 4 14 ! - -
- - -
5 '(C (- 53
( 4 & I o 45
nm - 5 4 ( & C
5!, D5 5 - 5
, ( 4 - I .
( § - 3 - .-
I 4 5 (@5
- 51, ( 51 C
I D Il | -
5 C D @ !
2 1 1 4 E - I 51, @ -, 3 !
+/ @ - I 15 / 5 ! ct, ' D 11aq,
3 - ,1 - 1 ¢CD 41 - - 51,
Il 0 4 5 6 ( C, 3 ! D,
@, ,3 5 5 > M+ -l @, ,3 5
25 4 1 5 M+ -!@, , 3 C, 3 D 5 , I
Al /H= 1 IB All F'=4 - I C! 5!
4 ' -5 1 D - IN - c !
! ! D
FO 14 ! 4 6 5 1,
9 1 Al@%(= 1 Al = 5: ! 510> 6
E). 6 +E+E > | : & I C
I'D 5 ‘( ! 14 & 3 M6 ! <

( A&'3 2 5 4/



$
- I
| ( 4
~- - | - )E" )E)M
- B - | -
- - 5
I
- IB - - IB 15
!
(
, -1 51,5
141 3
5 1 (! 5 -
- - .
5 2 Lo
1 4- C -
| 5 45 - )
- @ S I 5
| 4 | !
| 3 - 4
- 5
5 - - 1.@ -
o= - A !
(=4- 14 !
| )H/4 !
!
) & & AE)= |
10 [ - !

Measuring Poverty and Economic Inclusion

' )E/5 I I 34
C,3 D - - 5
5
- (B o
I
N 14 5
- - !
!’@ - | |
)nu_ /
5 -
45 H F - 1@
(D) I 1 -
- 5 -
Lo
5 @ ! I 3B
4 5- (4
141315 @3 @5
| | (
, !
H+4- 14
! -
& A)HF=
I 4 0 A)H=



Measuring Poverty and Economic Inclusion

4 -, 5 0 14
! - 5 - 3
. [ - @ @5
13 - ( | 4
5! - - II#5 A @#=
[ | - I - - I - 1@
!
%&&'
N4 1 - 5B & -5 , 3,
L ( - [ - - |
N4 ol I -
' - o )
C o1 , , , @-
! A N
= | - | - -
N 4 | 5
! 5 - 5 >- 4 | Al =4 1 >
I | - 5 A -n @, 3@ !
4 N I =
54 ! -5 - 5 4
4 c 5 D - 5 ct - 4
- - I 5 -1
4 < DA 14 ))" = 5! 5
fr--4 14 1 - -1 -- A, M, ! = HF F+
- 5 ., e ' Mm@! -1! A4
4 4 o+ 4" I 5 -
5, @' M@ !-1! =
n, - 5 13 @, 3@ | [ 4
Il 5, " - 5 -1 4 14
F( 5 I I N
C D C L B D
N 6, 4 C ! I
-D - C# D N B A I "=
LA))'= 4 !
( 4 | |
1.4 - - I &
& 4 ‘(' ,3 5 E/ |
4 4 - - !
0 - , 3 4 I A= , 3 151

6



4 = -
- -

Measuring Poverty and Economic Inclusion

TABLE 1. Major Differences Between Current PovertyMeasure and the NAS Alternative

7

Current Measure

NAS Recommendations

Poverty
Threshold

Resources
Definition

Initial thresholds set based on “economy fo
plan” (derived from 1955 food consumption
data) multiplied by three. Subsequent
thresholds updated annually using the
Consumer Price Index.

Gross money income:

Includes pre-tax earnings, unemployment
compensation, workers’ compensation, Soc
Security, Supplemental Security Income,
public assistance, veterans’ payments, sun
benefits, pension or retirement income,
interest, dividends, rents, royalties, income
from estates, trusts, educational assistance
alimony, child support, assistance from out:
the household, and other miscellaneous
sources.

Excludes: non-cash benefits, including fooc
stamps and housing assistance, Earned In
Tax Credit, capital gains and losses.

Thresholds should be based on a budget f
food, clothing, shelter (including utilities anc
telephone), and an additional amount to all
for other needs (e.g., household supplies,
personal care, and transportation not relate
work). Threshold should be developed usin
actual consumer expenditure data and upd
annually to reflect changes in expenditures
food, clothing, and shelter over the previou
three years.

Panel did not recommend a specific thresh
to initiate the new measure, but concluded
a “reasonable range” was a dollar amount (
1992 dollars) equal to the expenditures for
food, clothing, and shelter by families
somewhere between the 30th and 35th
percentile of all two-adult/two-children
families, with a multiplier of between 1.15 a
1.25 for other needed expenditures.

Money and near-money disposable income
money income included in current measure
plus

near-money, non-medical in-kind benefits
(including food stamps, housing assistance
school lunch, energy assistance),

less

out-of-pocket medical care expenditures
(including health insurance premiums),
income taxes and Social Security payroll
taxes, actual child care costs for families in
which there is no non-working parent, a flat
amount per week worked to account for wo
related transportation and miscellaneous
expenses for each working adult, child sup|
payments from the income of the payer.
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5, R ( 5: 5 5 55!
- )4 4 4 - !
TABLE 2. Comparison Between the Official Poverty Masure and NAS-Based Poverty Measures
1999 2000 001 2002 2003 004 2005 20056
e = ) Amn e
Ulllbldllu':lb’ll:mul: = e S S — . . p——
: 1.y 1.3 i 141 145 18 146 14.3
BIAC Lccn d B i Bl i s
ITNAI=UAasTU T'YE]D ? INSasurss
Threshalds Treatment of
Threchold: ladiusted for out-of-
S enooranhic [ —y igog 2000 2001 2002 2003 1004 200E 200&
adjusted geographic pociket
annuaily differences in  |medical
using: housing costs: |expenses
- 120 172 1721 123 175 175 122
Yes in threshoid 2.5 i2.5 2.6 2.7 13.0 i3.0 i 2.6
Combined
i method i2.8 i2.6 12.8 2.7 2.9 13.2 i3.1 2.9
CPI-U
Subtracted from
income 12.2 12.1 12.3 12.3 12.4 12.7 12.6 |12.4
Mo In threshold 12.8 12.7 |12.7 12.8 12.7 13.1 13.0 12.8
Combined
methad 2.9 28 2.9 i2.9 i3.0 3.3 3.3 30
Subtracted from
income 121 12,3 12.9 13.2 134 134 133 136
Yas in threshold 12.7 12.8 13.2 13.7 13.9 4.0 14,1 141
Combined
Conmurees method 12.8 12.8 13.1 134 13.7 13.9 129 14.0
| R I —— . . ' ' ' ' : !
mp?;::m . Subtracted from
income 12.2 12.5 13.0 13.4 13.5 3.4 13.5 13.7
No in threshoid i2.8 i3.0 3.4 i3.9 P41 14,1 i 4.2 i 4.2
Combined
methad 12.9 13.0 13.2 13.7 13.9 13.9 4.0 14,1
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TABLE 3.

MAE Poverty Rates
F [T
— — — Difference
Mo Geographic Adjustment for R
= L DETWEET
Hmancine [ sactre
Haousing Costs Offficial Rate
e P T e Average of land Avarans
Treatment of Medical Expenditures g and Average
LT e ] Cihrrarrad Cihrrarrad MNAS Rates n A
L LIRS A ) wf L ] UL L AL AR 0w
[ P fPep— [P P P I o g b | o ol Fyep— [P P s I o g o | o o ol Harac
FOovy "nr i T urew i ST e [IR*i10} T urew ST TEW TaLe 3
-— } e TL . __ L _ 1. AL _ & [ I, TL L _ 1. AL
Hate mmcame I Nresnoigs rreLnog mmeame I Nresnamgs rreLnag
All 12.3 12.4 2.8 13 12.7 .35
P 06 0.4 0.9 0.9 0.7 0.
P
c 57 'y £4 64 %3 oL
o
=Y
iz
hy 05 37 4 %87 %85 a8 35
hu I 335 274 287 85 28 2.5
Peopie in families with a
maje househalder, no
wife present 13.8 15.9 16.4 16.6 16 22
P
.I"‘IEI.T-
Under 18 years 174 14 15.2 4.7 4.6 1.8
18 to &4 vears e 12 e 1.7 s 07
65 years and over 9.4 15.2 12.9 16.1 14.5 5.1
Race and Hispanic
Pl ] e
UIIEIII
WWhite alone 10.3 10.9 1.2 1.4 1.1 0.8
Man-Hiznanic Whire
Man-HispanicWhite
alone 8.2 9 9.1 9.5 8.9 0.7
Black alone 24.3 21.6 215 215 21.7 1.6
Acsian alone 10,3 107 1.1 1.1 123 2
Hispanic (of any race) 206 19.6 21 20.5 21.7 1.1
Reaglon
Maortheast 1.5 10.8 I 1.3 12.1 0.6
Miduracr 12 13 g e n7 05
Midwest 12 13 e e 107 05
Scuth 138 4.4 148 15.1 137 0.1
West 1.6 1.7 2.1 12.2 13.4 |.8

Source: U.S. Department of Commerce, Census Bya&16). Tables of Alternative Poverty Estimates.
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FIGURE 2. Official and NAS Poverty Rates by Disabity Status, 1997
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FIGURE 3. Child and Elderly Poverty Rates Under Curent Poverty Measure and NAS Alternative
Measures, 2006

Source: U.S. Department of Commerce, (2006). Tatflédternative Poverty Estimates.
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FIGURE 4. Food Insecurity Among Children and Elderly
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Health and Education Index

FIGURE 5A. Official State Poverty Rates by Health and Education Index
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FIGURE5B. NAS State Powerty Rates by Health and Egtation Index
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FIGURE 6A. Official State Poverty Rates by Food Ingcurity Rates (1999-2001)
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FIGURE 6B. NAS State Poverty Rates by Food Insecuyi Rates (1999-2001)
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Figure 7. Trends in Official Poverty Line and Responses to “®t-Along” Survey Question

Poverty threshold

Source: Gallup data from Jones (2007) and Vaugh@83). Poverty thresholds, median and mean inderels
from sources cited in Figure 1.

Note: Gallup polls ask about the minimum amountnohey a family of four would need to “get alongywur local
community.” Gallup estimates are response meawgpeé for 1967, 1987, and 2007, which are mediafisan and
median Gallup responses track together closelysadie years for which both numbers are availablfty percent
mean and median income figures and poverty thrdstaoke for a family of four.
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FIGURE 8. Comparing Poverty Measures with Public Peception of Minimum “Get-Along” Income for a
Family of Four: 2006

Sources: U.S. Department of Commerce, Census Byg&06), Alternative Poverty Tables; U.S. Departimei
Commerce, Historical Income Tables, Families, Table (Jones 2007).

Note: “Get-along” figures are for 2007, but are gamed to family median income for 2006; family nadincome
rose by 1.2 percent between 2006 and 2007. NA&kshbid is geographically adjusted and based onuocoers
expenditure data. Medical expenses are subtréictedresources.
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APPENDIX TABLE 1: Official and NAS State Poverty Rates, Three-Year Averages for 1999-2001
Official FPL NAS Poverty Rate Difference (p.p)
Alabama 14.8 10.2 -4.7
Alaska 7.9 9.3 1.4
Arizona 12.9 13.6 0.8
Arkansas 16.3 11.4 -4.9
California 13.1 18.4 5.3
Colorado 9 10.5 1.5
Connecticut 7.4 9.8 2.4
Delaware 8.5 9.6 1.1
District 16.1 20.5 4.5
Florida 12 13.7 1.6
Georgia 12.6 13.2 0.6
Hawaii 10.4 16.9 6.5
Idaho 12.7 9 -3.6
Illinois 10.2 11.3 1.1
Indiana 7.9 7.6 -0.3
lowa 7.7 6.6 -1.1
Kansas 10.1 8.5 -1.6
Kentucky 12.4 10.3 2.1
Louisiana 17.5 13.5 -4
Maine 10.3 10 -0.3
Maryland 7.3 9.4 2.1
Massachusetts 10.2 13.3 3.1
Michigan 9.7 9.6 0
Minnesota 6.8 6.3 -04
Mississippi 16.8 12.8 -4
Missouri 10.2 8.2 2.1
Montana 14.4 13 -1.4
Nebraska 9.7 7.8 -1.9
Nevada 9 11 1.9
New Hampshire 6.2 7.3 1.1
New Jersey 7.7 12.5 4.8
New Mexico 18.8 17.1 -1.7
New York 14.1 18 3.9
North Carolina 12.9 12 -0.9
North Dakota 12.4 9.2 -3.2
Ohio 10.8 9.1 -1.7
Oklahoma 14.3 10.3 -4
Oregon 11.8 12.3 0.6
Pennsylvania 9.2 9.6 0.4
Rhode Island 10 9.3 -0.6
South Carolina 12.7 10.8 -1.8
South Dakota 9 7.6 -1.4
Tennessee 13.2 10.9 -2.2
Texas 15.2 15.3 0.1
Utah 8 8 0
Vermont 9.8 9.6 -0.2
Virginia 8 9.5 1.4
Washington 10.4 111 0.8
West Virginia 15.6 115 4.1
Wisconsin 8.6 8 -0.6
Wyoming 10.3 8.5 -1.9

Source: Nelson and Short (20(



