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SUMMARY

There has been too little progress in ending poverty since President Johnson famously declared
war on poverty in the United States in his January 8, 1964 State of the Union Message.> Over one
seventh of Americans still are poor. Recent poverty rates are among the highest since the declaration
of a war on poverty. Women, children, Blacks, and Hispanics are still disproportionately poor.
Without public benefits, many more would be poor. The U.S. has an exceptionally high relative
poverty rate among high income countries at least in part because our public benefits do less to reduce
poverty. Official poverty measurement does not capture the sizeable gains in health care coverage for
the poor since the 1960’s, but health care coverage still falls far short of the universal coverage that is
now standard in other high income countries.

HOW THE FEDERAL GOVERNMENT MEASURES POVERTY

To measure progress in the war on poverty, the federal government created an official poverty
measure (OPM) that has been used since the 1960°s to calculate official poverty rates. Recently, the
federal government adopted a second poverty measure, the Supplemental Poverty Measure (SPM).

The OPM measures poverty by comparing gross pre-tax cash income (without any additions or
deductions) with poverty thresholds based on the cost of an inexpensive federal food plan multiplied
by three to account for other needs. The OPM thresholds are revised annually for inflation, but have
not been updated in response to the sizeable increase in real average income since the 1960’s.

The OPM measurement process yields calendar year poverty rates that are announced by the
Census Bureau in the fall of the following year. This past September the Census Bureau announced
that the OPM was 15.0 in 2012, which means that 15% of Americans in 2012 were in households with
an annual income, as defined by the OPM, below the OPM poverty threshold amount.?

The OPM poverty thresholds vary with household size and with the age of household
members, although the age variations are relatively minor. For 2012, the weighted average poverty
thresholds were $11,720 for an individual, $14,937 for a family of two, $18,284 for a family of three,
and $23,492 for a family of four, with higher amounts for families of larger size.*

Since 2010 the Census Bureau has also measured poverty with the SPM. The SPM was
fashioned in response to criticisms that the OPM’s income definition is too narrow and too rigid, and
that the OPM’s poverty thresholds are outdated and insufficiently responsive to variations in need.
The SPM counts as income not only cash, but also non-cash public benefits such as SNAP (Food
Stamps) that can be used for basic needs. The SPM deducts expenditures for taxes, work expenses,
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medical care, or child support from pre-tax income; the SPM adds the amount of any refundable tax
credits received such as the EITC to pre-tax income.

The SPM poverty thresholds are based on expenditures for food, shelter, clothing and utilities
by households at the 33% expenditure percentile, multiplied by 1.2 to account for other basic needs.
The SPM thresholds vary by several factors in addition to household size, including housing cost
differences across geographic areas, and housing cost differences between renters and owners. For
2012, prior to any adjustments for geographic housing cost differences, the SPM thresholds for a two-
adult, two-child family of four were $25,784 for owners with a mortgage, $21,400 for owners without
a mortgage, and $25,105 for renters.’

OVER ONE SEVENTH OF AMERICANS STILL ARE POOR

The OPM was 15.0 in 2012.° 46.5 million people were officially poor, 16.0 million children
(<18), 26.5 million working age adults (18 to 64), and 3.9 million aged adults (>64).

The SPM was 16.0 in 2012.” 49.7 million people were poor under the SPM, 13.4 million
children, 30.0 million working age adults, and 6.4 million aged adults.

RECENT POVERTY RATES ARE AMONG THE HIGHEST SINCE OFFICIAL POVERTY
MEASUREMENT BEGAN IN THE 1960°S

The OPM was 19.0 in 1964, the year in which President Johnson announced a war on poverty,
but declined to 12.1 at decade’s end in 1969.2 The OPM averaged 11.8 in the 1970’s, 13.8 in the
1980’s, 13.8 in the 1990s, and 12.5 in the decade 2000 to 2009. Over the entire period 1964 through
2009, the OPM averaged 13.0.

The OPM was 15.1 in 2010, 15.0 in 2011, and 15.0 in 2012. There have been only three other
years since 1965 in which the OPM was 15.0 or higher — 1982 (15.0), 1983 (15.2) and 1993 (15.1).
The 15.0 average OPM over the past three years is the highest three year average since the mid-1960s.

WOMEN, CHILDREN, BLACKS, AND HISPANICS ARE STILL DISPROPORTIONATELY
POOR

The OPM has been much higher for adult women than for adult men in every year since
official poverty measurement began.® In 2012, the OPM for all adult women was 14.5, 32% higher
than the 11.0 OPM for all adult men; the OPM for aged women was 11.0, 67% higher than the 6.6
OPM for aged men; the OPM for working age women was 15.4, 29% higher than the 11.9 OPM for
Workin%oage men; and the OPM for single mothers was 40.9, 87% higher than the 21.9 OPM for single
fathers.

The OPM for children (<18) has been higher than the OPM for adults in every year since
poverty measurement began.'! 1n 2012, the OPM for children was 21.8, 70% higher than the 12.8
OPM for adults.

The OPM for blacks has been much higher than the OPM for non-Blacks in every year since
poverty measurement began.*? In 2012, the OPM for Blacks was 27.2, 106% higher than the 13.2
OPM for non-Blacks.



The OPM for Hispanics has been much higher than the OPM for non-Hispanics in every year
since 1972, the first year in which the Census Bureau reported an OPM specifically for Hispanics.™ In
2012, the OPM for Hispanics was 25.6, 100% higher than the 12.8 OPM for non-Hispanics.

The SPM is also disproportionately high for women, children, Blacks, and Hispanics. In 2012,
the SPM for women (including girls) was 16.7 compared to 15.3 for men; the SPM for children was
18.0 compared to 15.5 for working age adults and 14.8 for aged adults; the SPM for Blacks was 25.8
compared to 10.7 for non-Hispanic Whites; and the SPM for Hispanics was 27.8 compared to 10.7 for
non-Hispanic Whites.**

WITHOUT PUBLIC BENEFITS, MANY MORE WOULD BE POOR

The Census Bureau's CPS Table Creator web tool allows calculation of what the OPM would
be with public benefits excluded.’® 1n 2012, when the actual OPM was 15.0, the OPM would have
been 22.1 without Social Security; 22.7 without Social Security & Unemployment Compensation
(UC); 23.3 without Social Security & UC & Supplemental Security Income (SSI); 23.6 without Social
Security & UC & SSI & Veterans benefits; and 23.7 without Social Security & UC & SSI & Veterans
benefits & TANF.

Public benefits are especially important in reducing poverty for the aged. In 2012, when the
actual OPM for the aged was 9.1, the OPM for the aged would have been 44.4 without Social
Security.

The SPM would also be much higher without public benefits. In 2012, when the actual SPM
was 16.0, the SPM would have been 17.6 with just SNAP excluded; 19.0 with just refundable tax
credits excluded; and 24.5 overall, and 54.7 for the aged, with just Social Security excluded.®

THE U.S. HAS A HIGHER RELATIVE POVERTY RATE THAN COMPARABLE
COUNTRIES AT LEAST IN PART BECAUSE OUR PUBLIC BENEFITS REDUCE
POVERTY LESS

In the past two decades there have many cross-national studies comparing poverty rates in high
income countries. These studies typically use a relative poverty measure (RPM) that defines poverty
as an income less than half the median income in the home country adjusted for differences in
household size. In 2012, the RPM in the U.S. was 22.9 using the OPM income definition, and 17.3
using an income definition similar to the SPM income definition.*’

Cross-national comparisons repeatedly find that the U.S has a higher RPM than comparable
countries. The Organization for Economic Cooperation and Development (OECD) recently reported
that in the late 2000’s the U.S. had a 17.0 RPM that was the fourth highest among the OECD’s 34
member nations, 6.0 points above the 11.0 OECD average, and exceeded only by Chile (18.0), Israel
(20.0), and Mexico (21.0).*

Cross-national studies also repeatedly find that public benefits reduce poverty less in the U.S.
than in other high income countries. A study of eight high income countries around the year 2000
found that public benefits on average reduced poverty from 26.1 before benefits to 9.8 after benefits,
but in the U.S. from 23.7 before benefits to 17.0 after benefits.® A study of 17 high income countries
in the mid-2000's found that on average public benefits reduced poverty from 29.3 before benefits to
9.5 after benefits, but in the U.S. from 26.9 before benefits to 17.7 after benefits.’ Legal



Momentum’s own recent study of single parenthood in 17 high income countries, found that in the
U.S. public benefits reduced single mother poverty from 63.0 before benefits to 51.0 after benefits,
while in the other countries public benefits reduced single mother poverty from 61.0 on average before
benefits to 27.0 on average after benefits.?*

POVERTY MEASUREMENT DOES NOT CAPTURE THE SIZEABLE GAINS IN HEALTH
CARE COVERAGE FOR THE POOR SINCE THE 1960°S, BUT HEALTH CARE
COVERAGE IS STILL FAR SHORT OF THE UNIVERSAL COVERAGE THAT IS
STANDARD IN OTHER HIGH INCOME COUNTRIES

The Medicare and Medicaid programs enacted in 1965, and the Affordable Care Act
(“Obamacare”) enacted in 2010, have extended health care coverage to millions of poor people who
would otherwise be uncovered. This coverage enables poor people to obtain health care that they
otherwise could not afford, and reduces what they must pay for health care, allowing them to spend
more on other basic needs. These important gains in the well-being of the poor are not captured by
official poverty measurement.

However, millions of poor people still lack health care coverage’s. In 2012, 29.4% of the poor
did not have coverage, more than twice the 13.0 uninsured rate for the non-poor.?* Health care
coverage in the U.S. still falls far short of the universal coverage that is now standard in other high
income countries.”® While the Affordable Care Act expansions still going into effect will likely reduce
the uninsured rate, the degree to which they will do so is unclear.
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Legal Momentum promotes gender equity, personal and economic security for women and
girls, an adequate safety net, and an end to poverty through targeted litigation, public policy advocacy,
research, and education. To subscribe to Legal Momentum’s Women & Poverty listserve, send an
email to tcasey@Ilegalmomentum.org with “subscribe” in the subject line.
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