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I. I1HRODUCTION 

1 wanted to use the occasion of the release of the new Census numbers on income 
and poverty to do an overview of the 'effectiveness ofthe Clinton~Gore Administration's 
policies at 'addressing one of the most important missions of any Administration: 
reducing poverty and increasing opportunity for our most disadvantaged famHies. 

In anutshell, the record is one of significant progress in the·rlght direction and a 
frank recognition of the significant distance still left to travel. 1 believe a fair analysis 
must make. both of those points, 

, 

So.hetimes in politics when there has been a significant accomplishment, the 
White House or a poHtical party takes a victory lap. There is no cause for that here. But 
there is caJse for understanding that significant progress has been made - and a reason to 
understand what has worked and what still needs to be done. 

Recognizing that there has been progress - even stunning progress - does not and 
should not dull our sense ofconcern over the distance remaining, Take one example: 
poverty run<ong African-American children was 46J percent in 1993< Yesterday, we 
learned it had fallen to 36<7 percent That represents a 20 percent drop in African 
American child poverty - the lowest on record. On one hand.. this is an enonnous 
achievement. On the other hand, the fact that more than one-third of African American 
children, more than 5 million, are being raised in poverty stands as one of the most 
disturbing ttnd disappointing facts in American society. 

I 
, 

< From the J970s to the early 1990" the Nation witnessed a slowdown in growth 
and a widening ofinequality, The result was that the incomes ofthe bottom six.ty percent 
of Americans feU, after adjusting for inflation, while the poverty rate rose. In the last 
several years. the economic performance ofthe Nation has improVed substantially, with 
strong growth, low unemployment. low inflation, and low interest rates. It is important to 
recognize that the economic policies and exceHent economic perfonnance of the Nation 
over last several years has brought gains to all segments of society and stemmed the long 
rise ofeconomic inequality, This can be missed when simply looking at trends over 
20-25 year periods< 

Fmm 1993 to 1998, poverty has fallen across the board and incomes have risen 
for each and every income group< Consider the following (see Tables 1-4 at the back for 
more detail): 

I 
• 	 The po~erty rate has fallen from 15< J percent in 1993 to 12,7 percent in J998, lifting 

nearly 5:million people out of poverty< 
• 	 Between 1993 and J998, the poverty rate has fallen by 15 percent or more for all 

persons j African Americans, Hispanics, children, African American children, ' 

Hispani~ children, single rnothcl? and many other groups. The poverty rate is now 
the low~st on record for African Americans. African American children. Hispanic 

I 
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childre.n. single mothers, African American single mothers, and Hispanic single 
mothers, 	 . 

• 	 At the hme time, incomes have grown by 9.9 - 11.7 percent for every quintile of the 
income distribution. For the bottom three quintiles. this is the strongest growth since 
at least'the 1970.IL The 10,3 percent increase in incomes for the bottom quintile over 
the last: 5 years represents a particularly dramatic turnaround from the 4.4 percent 
decline between 1981 and 1993. 

• 	 Over the last 5 years typical families have seen their income rise by 12.1 percent and 
African American families have seen their incomes rise by 21,0 percent. That 
represents more than $5,100 in income for the typic.l African American family. 

• 	 In 1998, the Earned Income Tax Credit (EITC) lifted 4.3 million people out of 
poverty - twice the number ofpeople lifted out ofpoverty by the EITe in 1993. 

II. 'Wl1Y MACROECONOMIC POLICY MATIERS FOR POVERTY 
REDUCTION 

, 
Despite this impressive progress, a common critique of the Administration's 

record goes something like this: The President came into office with an ambitious 
investing-in~people agenda that might have addressed poverty. but ultimately he had to 
sacrifice this agenda to address the worsening deficit projections. 

Behind this critique lles two false premises. First. as I will establish~ this 
President has fought - successfully - for significant investments in anti~poverty 
initiatives. The second, and the most fundamental misconception is that only significant 
government investments and not sound fiscal and macroeconomic policies are tools to 
reduce poverty, However much any of us believe in the power of wisely..crafted public 
policies to j~vest in peoplet no one should be blind to the fact that the experience of the 
last 6 years aemonstrates definitively that macroeconomics and fiscal policy do matter fur 
poverty reduction and they matter enormously. 

I 

The old paradigm assumed that fiscal discipline would hurt pQverty reduction 
efforts for two reasons: onc, publie investments would have to be sacrificed or put on 
hold tn the name ofdeficit reduction and two, deficit reduction would lead to short~term 
economic contractions that could freeze or hurt economic opportu~ities for poorer 
Americans even if in the long-run it led to savings, capital formation, and faster 
productivity growth. 

The new fiscal paradigm of the last six years has told a rosier story - even and 
especially for the short~tenn. Serious debt reduction eliminated wha.t Bob Rubin called 
the "deficit premium" leading to a virtuous cycle of lower interest rates and higher 
investment that increased capacity enough to allow for continuing expansion without 
inflation. Experts from Alan Greenspan to Paul Volcker credit the fiscal deficit reduction 
since 1993 ~ a key component of our near record expansion.! 

I Alan Greenspan, Humprey.Hawkins testimony to House Banking Committee. February 20, 1996 and Paul 
Vo\cker, in Audacity Magazine, Fall 1994, 

i 
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'" 

In ~ort, strong deficit rrduction helped create the conditions for an exceptionaHy 
strong, steady, and long economic expansion that has, in turn, led businesses to seek out 
more and more minority and economically disadvantaged Americans who had 
traditionally been left behind, ig,lored, or at least left on the funge of the labor market. 

k; the expansion has lengthened and unemployment has fallen, expanding 
businesses in search ofworkers have had to recruit and offer training to people they 
would never even have looked twice at in a shorter or less robust expansion. Therefore, 
to the degree that deficit reduction has been integral to the high investment flow inflation 
environmer,tt necessary to allow such a sustained expansion, and sllch significant hiring of 
disadvantaged workers. one must recognize the integral contribution that fiscal discipline 
has made to reducing poverty and increasing economic opportunity. Consider the 
following: . 

Afucan American unemployment ren from 14.3 percent at the end of 1992to 
7.8 percent:last month - and this year reached the lowest level on record. Over this 
'period, Hispanic unemployment fell from 11.5 percent to 6.5 percent, the lowest on 
record. At the same time, the expanding economy. and the policies I will discuss in a 
moment~ ~ave brought new workers into the economy. The labor force pamcipation 
rate of single mothers rose from 73.7 percent in 1992 to 84.2 percent in 1997. At the 
same time1 the percentage ofsingle women with children who received welfare fell from 
19,3 percent in 1992 to 8.3 percent in 1997.' 

Furt~ennore, the 'ow unemployment rate may be creating a virtuous employment 
circle. The ,European economies saw large increases in their unemployment rates tn the 
1980. translate into what appears to be pennanent~ higher levels ofunemployment,. a 
process some economists have called "hysteresis: One explanation for why this might 
happen is that high unemployment rates lead to people being unemployed for longer 
periods, during which time they stan to lose both their productive skills and their ability 
to search for jobs effectively. As a result of these changes, the unemployment rate could 
stay pennan'ently higher. Although the definitive evidence for the United States is not in 
yet, there is good reason to hope that ifwe keep the expansion going with so many 
previously disadvantaged and unemployed workers in the workforce for so long, we will 
create a UII larger pool of ready and able American workers for years to come. 

2 Council of E~nomic Advisers, ''Good News for Low~income Families: Expansions in the Earned 
Income Tax Credit and the Minimum Wage," A report by the Council ofEconomic Adl'isers, December 
1998, 
J Olivier Blanchard and Lawrence Summers, "H~teresis and the European Unemployment Problem," In 
Stanley Fischer. ed., NBER Macroeconomics Annual. Vol I, 1986. MIT Press: Cambridge. , 
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III. WHY MACROECONOMIC POLICY IS NECESSARY, BUT NOT 
SUFFICIENT 

However flawed the premise that fiscaJ discipline has no impact on poverty 
reduction. the notion that there 'should be a sole and exclusive focus on deficit reduction 
is equaHy ifnot more flawed. Ensuring that growih is shared and inc1usive cannot simply 
be assumed. 

Gro'wth has not always led to rugher iMomes for the poorest and falling poverty 
rates for the Kation. After observing the poverty rate rise and incomes at the bottom fall 
despite the expansion of the 1980s, David Cutler and Lawrence Katz published a paper , 
arguing tnaf "a long~standing, positive relationship between the economic wen~being of 
the poor an~ the growth ofthe economy has changed, ,,4 

However, in the 1 990s, falling unemployment rates and higher groWth have once 
again led to fa11ing poverty rates and higher incomes for all Americans, An important 
part of this shift has been the President's policies that have helped give people the tools, 
incentives and opportunities so that they can all benefit from, and contribute to, the strong 
economy. 

~lhile fiscal discipline and the resulting low-interest rates can fund investment 
growth and Igive more disadvantaged Americans job opportunities. they cannot ensure 
that a generation of young children won't be lost to poor schools. poor nutrition,. and 
crime and drug ridden opportunities, Fiscal discipline may lead businesses to help some 
Americans who have fallen behind to get new training opportunities, but new , 
technological and capitaJ investments without a skiHed and motivated workforce is like a 
bat without ~ baH. Necessary hut not sufficient. 

In the new economy, productivity growthis being driven by the high technology 
sector, The potentia1 ofthe new economy is to provide rising wages for everyone. But 
the risk is that, without proper investments in people. the new economy has the potential 
to create ~ skills gap, between those who know how to take advantage ofour new 
teclmologies and those who do not. 

We have already begun to see the emergence of a skills gap. Improvements in 
teclmology ~d other changes continue to mise the gap between the wages ofcollege 
educated wdrkers and those with only'a high school degree or less, In 1998, the average 
coilege graduate made 75 percent more than the typical high school groduate, compared 
to only 46 percent more in 1980.' As Katz summarized, "these findings imply that 
physical capital and new technologies are relative complements with more~skil1ed 

4 David Cutler and Lawrence Katz, "Macroeconomic Performance and the Disadvantaged," Brookings 

Pnpertl' on EconQmic ;iclivity 2: 1991. 

, Lawrence Katz., "Technological Change, Computerization, and the Wage Structurc:." Harvard University 

and NBER. September 1999, 


; 
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I 
workers. Such evidence is certainly consistent with the view that the spread ofcomputer 
technologi~s may have contributed to rapid increases in the demand for skill in recent 
decades." ; . 

The skills gap does not just matter for wages, but for unemployment as well. In 

the last 7 years, the unemployment rate for hjgh school dropouts has averaged 9.3 

percent, w4i1e the unemployment rate for college graduates has only averaged 2,5 

percent. 


Study after study has documented that each additional year of a college can 
increase a worker's future earnings by 5 to 15 percent with evidence that such returns 
have risen in recent years. 6 Caroline Hoxby, for instance, finds that the return to a col1ege 
education.kas 12 percent from 1992 to 1996. compared to 5 percent from 1972 to 1978,' 

I 
Thal is why even in a period of fiscal contraction, a soood growth slj"ategy must 

not only bri,ng down deficits. but also increase educational investments and work 
incentives, :The 1993 Budget was an example ofsuch a balanced approach, While it 
called for $505 billion in deficit reduction, the total gross savings were over $600 binion. 
In other words. the 1993 budget made over $100 billion in additional tough choices so 
that the largest EITC expansion ever could be passed and solid investments could be 
made in Head Start and the Special Supplemental Income Prognun ror Women, Infants, 
and Children (WJC) - even in the midst ofdeficit reduction, Indeed, dropping the 
President's bold increase in the EITe could have allowed the President to avoid his most 
politically dostly decision - raising the gas tax by 4,3 cents, Yet the new Census data 
show that tHere are at least 2.3 million fewer Americans in poverty because the President 
expanded EITC, made tough decisions, and chose a balanced approach over a sole focus 
on deficit reduction, ' , , 

. Con~ary to any notion that poverty reduction initiatives were put on hold until the . 
budget was balanced, the President has sought the right balance between debt reduetion 
and creating and expanding upon programs that enhance economic opportunities for 
poorer Americans, The President and his Office ofManagement and Budget Directors 
from Panetta to Rivlin to Raines to Lew have aU battled hard with yearly appropriations 
negotiations to protect and strengthen key anti-p~>verty programs. Even in the midst of 
the dramatic deficit reduction we have seen over the past 6 years, President Clinton has 

" successfully, increased funding for several anti-poverty programs and indeed has passed 
several new economic opportunity initiatives.. 

. ' 

As a,result, today we spend substantially more on a wide-range ofpoverty 

reduction programs (see Table 5 for numbers and Appendix I for selected details), To 


" ' 
name one example, we now spend nearly $3 billion more each year for Head Start and 

I 

6 See Thomas Kane and Cecilia Rouse, "Labor Market Returns to Two and Four-year College: Is a Credit 

a Crediland Do Degrees Matte!'?" American Economic Review, 85:3, 1995 ond Orley Ashenfelter and 

Alan Krueger, "Estimates of Economic Returns to Schooling From a New Sample of Twins," American 

Economic Rc\.'fcw December 1994, . 

; Caroline Hoxby. "Tax Incentives for Higher Education." Tax Policy and the Ecollomy 12 1998 MIT 

Press: Cambridge, 
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. 

WlC than we did in 1993 even as discretionary spending as a percentage of OUf economy 
has been reduced from 8.4 percent in 1993 to less than 6.6 percent in 1999. 

. 
The 1997 balanced budget agreement - although perhaps best known for the 

nearly half trillion in entitlement savings over 10 years and signi ficant tax cuts - had 
more than $70 billion over 5 years to help families making less than $30,000 . 
(Appendix 2). Indeed, the last issue that held up the final agreement was the President's 
insistence on getting $24 billion over 5 years and $48 billion over 10 years for health 
insurrulce for children under 200 percent of the poverty line and his opposition to 
Republican proposals that would have denied the benefits of the child tax credit to 
families wi.th more than half of the 13 million children on the ElTC. Ultimately, because 
ofthe President, families earning less than $30,000 got an $18.5 billion tax cut from the 
child tax credit. In addition. in 1997 the President fought for and secured $12 billion to 
restore disability and health benefits to 350,000 legal immignmts, $3 billion for welfare 
to work prdgrams, and the largest Pell Grant increase in at least two decades. 

" 

likewise. the President has proposed and signed an impressive number ofnew 
initiatives that either focus on lower income Americans or which are at least targeted to 
disproportionately benefit more economically distressed Americans. One can see a 
complete list of initiatives in Appendix 3. Initiatives that focus on lower·income people 
include: 

• 	 Empow~mlent Zones. Community Development Banks, Community Reinvestment 
Act reform, Child Health Initiative, Welfare to Work programs, Brownfield., GEAR­
UP, Yo¥th Opportunity Grants, and Individual Development Accounts. 

I 

Othtr programs that disproportionately target low-income Americans include the 
Reading Excellence program and the Technology Literacy Challenge.

I 

IV. BURDEN OF FISCAL UNCERTAINTY SHOIiLD NOT FALL ON TIlE 
POOR 

In making the difficult choices between fiscal discipline and investments. any 
government should be guided by the principle that the burden of fiscal uncertainty shQuld 
never fat) fiist on the poor. This is not to say that lOVl-income programs should never 
bear any burden offiscal discipline - but it should be a last resort - noi a first This 
principle is based not just on equity, but also because any government should reel 
concern about imposing irreparable damage in the name ofdeficit reduction - in case the 
altered budgetary projections ultimately make cuts unne<:essary. Even if one believed 
that balancing the budget should be the sole motivation of fiscal policy, those who called 
for major cut. in Medicaid, Food Stamps, and the EITe in 1995 turned out to be asking 
for a painful sacrifice from the poorest and most politically powerless population that was 
proven to have been unnecessary, On the other hand! freezes or even cuts to those 
Americans most able to handle them are easily reversed when times improve, 

, 
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V. REWARDING WORK, 

The Clinton-Gore focus on poverty reduction has been very much grounded in a 
vision of rewarding work for poorer famHies, This coherent and comprehensive vislon is 

. a consistent strand running from sections ofPutting People First to a comprehensive set 
ofpolicies to reward work, 

Economists are in strong agreement that lower income Americans are quite 
responsive ~o both economic incentives to enter the workforce or to disincentives that 
punish work efforts. In the past a single mother who wanted to work risked losing health 
care for her children. and faced large child care. transportation, and clothing costs. At the 
same time. if this single mother was on Aid to Families with Dependent Children 
(AFDC)~ she would face one~for-one reductions in welfare payments for each dollar she 
earned abo~e a relatively small amount. These child care, health care, and transportation 
costs. toget~er with AFDC, served as a prohibitive tax on work for too many poor 
Americans., 

The'Clinton~Gore agenda has been to reward work and to launch an all-out assault 
on such work disincentives through measures from expanding the EITe to raising the 
minimum wage to welfare reform to expanded children~s health insurance to greater child 
care, 

Exp.n'tJ~g:.'~.e..E:ITC and Raising the Minimum Wage: Eliminating Poverty For 
Full"time Working Families With Children 

I 
W}\(~n he was running for office in 1992, then govemor~Clinton called for 

increases inIthe minimum wage and expansions of the EITe in furtherance of his goat 
that no full-time working parent should have to raise their child in poverty. Consider 
what trus h~s meant for OUI most hard-pressed working families. A working parent with 
two children earning the minimum wage in 1993 made $10,569 with the EITC (in 1998 
dollars), well below the poverty line. With increases in the EITC and minimum wage, 
that same family in 1998 is above the poverty line- making $13,268 - a 27 percent 
int1ation~adjusted increase in their standard of living. 

, 
Ind~d, both Census data and academic studies show how powerful the impact of 

the EITC ha!: been. The latest poverty statistics from the Census provide alternative 
measures o(poverty with and without the EITC (see Tables 6 and 7), They demonstrate 
that in 1998; 4.3 million people were raised out of poverty by the EITC - ofwhich more 
than half we're children. This is an increase of2.3 million over the number of Americans 
lifted out o{poverty by the EITC in 1993. The result suggests that more than one·quarter 
ofthc reduction in poverty between 1993 and 1998 (7,7 million people according to the. 
poverty measure that includes the BITC) is directly attributable to the expansion ofthe 
EITC. 

in reality. the benefits of this tax credit have probably been even greater than 

these simple statistics suggest There is now an increasing academic literature 
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confinning that the BITe has been effective in bringing people, paiticularly single 
women, into the workforce: 

• 	 Liebman and Eissa find that the EITe significantly increases labor force participation 
among single mothers, especially less educated women. Dickert. Hauser, and Scholz 
presentlindings consistent with Illis, predicting that the 1993 BITC expansion would 
induce 516,000 families to move from welfare to work.s 

• 	 Partly as a result, 84.2 percent of single mothers were in the labor force in 1997, up 
from 73.7 percent in 1992. 

I 

The;11!inimum wage bas also played an important role in increasing the return to 
work and expandlng labor force participation, In the past~ there has been a concern that 
raising the minimum wage created a trade-offbetween higher wages and lower 
employment. A senes ofsIudies by David Card and Alan Krueger, however, debunked 
this premise. showing that higher minimum wages could enhance the income ofworking 
people while maybe e\'en increasing employment.9 At the same time, they showed that 
low-income families receive most ofllie benefits of higher minimum wages, This is 
especially true ifone takes. into account recent research at the Urban Institute and Council 
of Economic Advisors which shows the interaction of the minimum wage with the EITC, 
and their effectiveness in moving people from welfare to work. 

I 

A sthdy by Mark Turner of the Urban Institute and lohns Hopkins University 
indicates th~t increases in the minimum wage can create an important incentive to move 
from welfare to work. 1o He found that raising the minimum wage by 50 cents would lead 
to a 1.3 to 2'~5 percentage point decrease in the welfare rolls, as between 97,000 and 
187,000 wohlen chose to move from welfare to work. This finding is consistent with a 
recent stud~ by the Council of Econornic Advisers which found that the expansion of the 
minimum wage explained between 10 and 16 percent of the decline in welfare caseJoads 
between 1996 and 1998." 

8 Nada Eissa and Jeffrey Liebman. "Labor Supply Re5pOnse to the Earned Income Tax Credit" Quarterly 
Journal ofEcollomi'cs, j 11(2) 19%, Bruce Meyer and Dan Rosenbaum, "Welfare, the Earned Income Tax 
Credit. and the/Employment ofSingle MotherS." lomt Center for Poverty Research Working Paper May 
1998 #2. and Stacy Dickert, Scott Houser, and lohn Karl Scho~ "'The Earned !nC01l\f Tax Credit and 
Transfer Programs: A Study of Lebar Market and 'Program Participation," Tax Policy and the Economy 9 
1995 MIT Press: Cambridge, 
9 David Card and Alan Krueger, Myth and Measurement. Princeton: Princeton Uni~l'Sity Press:, 1995, 
ltl Mark Tumer, '''The Effects of Minimum Wages on Welfare Recipiency," Joint Center for Poverty 
Resear<:h Wor~ing Paper July 1999 #4. . 
II Council ofE,oonomic Advisers, "The Effects of the Economic Expansion on Welfare Cnseloads: An 
Update," A report by the Cou"cil a/Economic Advisers August 3. 1999,, 
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, 
Healtb Care, Child Care, and Welfare Reform: Removing the Disincentives to 
Work I 
Health Care 

Limited access to health insurance in entry-level jobs - as wen as POOT health to 
begin with - can discourage work, Historically. government assistance in providing 
affordable, accessible health insurance was limited to poor, single-parent families 
receiving ~elfare. As a result. work would generally end Medicaid coverage - keeping 
many people on (he welfare rolls out or fear ofto.ing their health coverage," This can be 
an especially serious problem because many low-wage jobs lack employer~sponsored 
health insurance, many Temporary Assistance to Needy Families (TANF) parents have 
heallh problems, and the fact that uninsured children typically have more sick days at 
school.'),.· , 

. " 
Cle~ly. passage of some variant of the President's health care plan in 1994 would 

have been·a major pro-work. anti-poverty step, Since that didn't happen, the President 
has focused on targeted policies to achieve similar goals. TIlfee major policy initiatives 
have provided access to affordable health insurance to low-income working families. 
First, the President and advisors such as Secretary ShaJaJa and Bruce Reed have worked 
to de~link ~edicaid from welfare program, making Medicaid accessible to working as 
well as poor families. This has been accomplished within the context ofwelfare refonn 

•in J996. but also before that through state waiver programs and aggressive administrative 
action. This approach appears to be working, as can be seen in one study which found 
lhat the proportion ofMedicaid-enrolled children with an unemployed parent ren from 75 
percent in 1987 to 47 percent in ·1996.!4, 

Perliaps the most important step was the Children's Health Insurance Program, 
(CHIP) - the largest children's health care investment since the creation ofMedicaid in 
1965. This program is targeted at working families who lack health insurance for their 
children but have too much income to qualify for Medicaid. Too many of these parents 
skip work: to care for children who are sick hut lack access to doctors or needed 
medicines. CHIP was created in 1997 with bipartisan CongressionaJ support at a cost of 
$24 billion dollars over five years. To date, about 1.3 million children have been enrolled 
in state programs, al1 ofwhom come from working families - a number that is expected 

II See Robert Moffitt and Barbara Wolfe. ''The Effect of the Medicaid Program on Welfare Participation 
and Labor SuPPly." Review 0/economic Studies, November 1992 and Aaron Yelowitz. "The Medicaid 
Notch, Labor ~upply, and Welfare Participation: Evidence from Eligibility Expansions." Quarterly 
Juurnal ofEco,nomics 110(4) November 1995 for two good studies documenting. this point. 
13 One study f~ds that only about 43 percent ofpoople in near~poor families hove employer-sponsored 
insurance (O'~rien E; Feder 1. (May 1999), Employmen.t~BtISed Health Insurance Coverage ami Its 
Decline: nUt Growing Plight ofLow-W(Ige Workers. WasbinS10n. DC: 1he Kaiser Commission on 
Medicaid and the Uninsured,), 1t may be worse for people leaving '-\"elfare. with one study findmg that less 
thun one in foor received health insurance on the job: Loprest P. (1999), Families Who uft Welfare: Who 
Are They and How Are They Doing? Wasbington. DC: Discussion Paper: Assessing the New Federalism. 
« Hanmin IS; Cohen 1W. (August, 1999). Changes in the Medicaid Conununi1y-Bastd Population! 1987­
96. Rockville, MD: Agency for Health Care Policy and Research. MEt'S Research Findings No, 9' 
AHCPR Pub. No. 99-0042. 

, ; 
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to double oy September 2000." 
I 

Fin~iy, the President has t:lken an initial step - and continues to push for 
legislation - that ensures that people with disabilities are not kept from productive 
employment by their fear of losing their health insurance. In 1997. the President created 
an option that would anow people with disabilities who have income below 250 percent 
of poverty to buy into Medicaid. However. we believe this doesn't go far enough. The 
Work Incentives Improvement Act, which was funded in the President's FY 2000 budget 
and has uminimously passed the Senate, would take additional steps to ensure that no , 
person has to choose between work and health coverage. 

Child Care 

Research shows that women are highly responsive to the costs of child care in 
making decisions to work, A recent National Bureau of Economjc Research working 
paper finds:that ifthe costs ofchildcare could be lowered by 50 cenls per hour, the result 
would be ~ 18 percent rise in labor force participation hy unmarried women with 
children and a 39 percent rise for unmarried high school dropouts with kids." 

Under the Clinton-Gore Administration, federal funding for child care has 
increased by 80 percent, helping parents pay for the care ofabout 1.25 million children 
out of the lO million thaI are eligible. The 1996 welfare reform law increased child care 
funding by $4 billion over six years to provide child care assistance to families moving 
from welfar.e to work. Last year, the President succeeded in securing $140 million in 
new funds for after~school care and $173 million for child care quality activities. Over , 
the next five years. the President has proposed to expand child care to another 1.15 
million children from low~income families., 
Welfare Reform , 

I 
. The President's health care and chUrl care initiatives have been an integral part of 

his strategy to make welfare refonn work, by providing people with the opportunities to 
move into the workforce, The President}s efforts began in the first days orihe 
Administration, with the Secretary ofHealth and Human Services granting waivers to 43 
states betwe'en 1993 and 1996 to try a broad range of experiments to help provide an 
incentive for people to move from welfare to work, These measures included "sticks" 
like time limits and work requirements, and incentives like allowing welfare recipients to 
keep more benefits when they went to work or to exclude items like cars when 
calculating their assets for the purposes of program eligibility. , 

I 

Welfare reform in 1996 pushed this further, abolishing AFDC and replacing it 
with T A."'fF ~ a new program based on block grants with time limits and a wide latitude 

I 

IS Smith v. (July 30, 1999), Enrollment Increases in State CHIP Programs: December 1998 to June 1999. 

Washington, DC: The Kaiser Commission on the Future of Medicaid and the Uninsured, 

16 Patricia Anderson and Philip Levine, "Child Care and Mother's EmplQyznent Deeisions." NlJER 

Working Patx:t: NQ, W7Q58 March 1999. 
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for states to design their own rules. One consequence has been the proHferation of rules 
that aUQw. people to continue to receive benefits when they first work and other 
incentives like childcare. transportation, reimbursement of work~related expenses, and 
earnings supplements. The result has been a powerful incentive for peopJe to move from 
welfare to work - with evidence documented in one study indicating that these measures 
like these iriereased the employment rate by 2.8 to 11.8 percentage points in different 
experiments across the United States and Canada. l7 

I . 

Welfare reform is working. Welfare rolls are down by nearly haffto their lowest 
level in 30 years, nearly four times more of those on welfare are'working, and the 
employme~t rate of people receiving welfare in the previous year has increased by 70 
percent. Ap fifty states are meeting the law's o?erall work requirement.. 

Ree:ent studies by the Urban Institute, the General Accounting Officet and others 
have documented that the vast majority ofrecipients leave the rolls for jobs. 18 The recent 
poverty stati,stics bear witn~s to the tremendous gains that .have been made by single 
mothers as a result of the wide~range of policies j have discussed: poverty rates for 
single women with children have fallen from 46.1 percent in 1993 to 38,7 percent in 1998 
- a 16 percent decline. ' 

I 
At Qie same time. we cat:lnot let ourselves lose sight of the fact that the job is not. 

done, More still needs to be done for families struggling to balance childcar. needs for 
jobs. ~fore:needs to be done to ensure that the many people who need and are eligible for 
food stamps and Medicaid actually sign up for these programs. And we need to continue 
monitoring to ensure that people are indeed leaving welfare for good jobs. 

VI. THE: CLINTON ECONOMIC OPPORTUNITY AGENDA: LIFTING UP 
P):OPLE A:'I'D PLACES 

The ,most frustrating and frequent debate in policy circles on economic 
developme~t is whether the focus should be on empowering people or places. The 
President's policies and common sense dictate a focus on both. , 

As I:will discu.ss, policies that give people the skills or mobility to move to jobs or 
hornes in other neighborhoods can be quite successful in creating opportunity and a 
better, safer~standard ofliving. Yet these strategies only confinn that neigbborhoods and 
schools malter - it hardly s.eems right to rely only on moving people out of poor 
neighborhoods and into better neighborhoods without any effort to strengthen the 
distressed neighborhoods where people currently live. 

11 Rebecca Blank, Dayid Card, and Philip Robins, "Financial Incentives for Increasing Work and Income 
Among Low.i~come Families," Joint Center for Poverty Research Working. Paper February 1999 #1. 
It Pamela Lop~est, "Families \\1ho Left Welfare: How Are They Doing'" Urban Institute Discussion 
Papers: 99~02. 1999 and General Accounting Office, "Welfare Reform: Informanon on Former Recipients 
S1atus," Apnll999. 
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\~en the President and the Vice President ran for office, there was an 
increasingly counter-productive tug-of-war between government and laissez-faire 
approaches to our Nation's struggling urban and rural communities. The President and 
Vice President believe that there is a third way - an activist effort by government to bring 
private sector capital. free enterprise and entrepreneurial activity to our nation's 
underserved areas. 

In o,rder to accomplish this goal and breathe life jnto their third way visjon~ 
President Clinton ana Vice President Gore set out in 1993 to put in place a 
comprehensive community empowennent agenda. Among other things, this agenda has 
included th~ creation of Empowerment Zones and Enterprise Communities, the 
estabHshrn6tt of the Community Development Financial Institution Fund, the 
Department of Housing and Urban Development's Economic Development Initiative. 
reform of the Community Reinvestment Act regulations, a greater commitment to,
affordable housing, and the New Markets Initiative. , 

To focus private and public sector resources and encourage local leadership on 
transforming distressed communities, this Administration created the first~ever federal 
Empowerment Zones and Enterprise Communities (EZs and ECs). Under the leadership 
of Vice President Gore, as Chair of the Community Empowennent Board, we now have 
designated two rounds of Empowennent Zones - 24 urban and 8 rural ones - and 115 
additional Enterprise Communities, which are helping to bring growth and economic 
opportunity,to some of the most economically-distressed communities in our nation... . 

, , 
This approach has proven successful. Early reports demonstrate that Round One 

EZs are making major strides toward accomplishing their objectives, To date, 
Empowerm~nt ZoneslEnterprise Communities federal seed money has leveraged over 
$10 billion in additional public and private sector investment in community revitalization 
efforts. 19 One study from the Rockefeller Institute labeled the EZ initiative "among the 
most significant efforts launched by the federal government in decades on behalf of this 
nation"s distressed inner cities and rural areas" and another report by Standard and Poors 
stated that "When successfuJ, such (EZ) efforts can contribute to the imf<rovement ofa 
locaJ economy and lead to an improvement in an issuer's credit rating," {l 

To encourage the development ofprivate lending and investment institutions 
focused on iow- and moderate-income communities, this Administration has through the 
creation of tI Community Development Financial Institution (CDFI) Fund made over 
$300 miIJion in investments, grants, and loans to Community Development Financial 
Institutions ~dmainstream financial institutions, helping to support a network of 
institutions ~at provide capital to economically-distressed comm~ties. A study of the 

19 t 998 aggregate numbers from the HUP and USDA Petfortrultlce Measurement Systems, which rely on 
setf~reporting by the EZs and ECs 
2Il Nelson A. Rockefeller Institute of Government, "Empowennent Zone Initiative: Building II Community 
Pilln For Strategic Change - Findings From the First Round of Assessment" 1997 and Standard & Poor's 
"Credit Week Municipal," December 22. 1997, For other studies, see GAO, "Staws of Empowerment 
Zones," GAO RepOr1. December 1996, and Price Waterhouse, ''The Urban Empowerment Zones: 
Highlights from the First 18 Months," September'l996,
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first year of the CDFl Fund awards found that every dollar ofFund investments leveraged 
-nearly $17 in non~federal investments?! 

To spur the development of neighborhood transfonning economic development 
projects, this Administration, under the leadership ofSecretary AndreW Cuomo,, 
established the Economic Development Initiative (ED!). which combines grants and low­
Interest loans to leverage private investment for economic development. Over'the past 5 
years, $3.5 biUion in EDI Joan commitments have been made - these will create an 
estimated 390,000 jobs in Jow~ and moderate~income communities during the life of the 
ED! prograin." As pan of the ED! program. the Department ofHousing and Urban 
Development (HUD) has launched the Community Brnpowennent Fund Trust. a pilot 
program which will enable the pooling of loans and the creation of a private se<Xlndary 
market for ~nomic development loans. 

To make communities more livable for people and more attractive for economic 
development. we passed a brownfields tax incentive to encourage private sector help in 
cleaning up nearly 11,000 environmentally contaminated siles in our inner cities and rural 
areas, and bring-them back to life - and we asked Congress to make this incentive a 
permanent Rart of OUf tax code, In an effort to expand private investment in affordable 
honstng. w~have also made the Low~Income Housing Tax Credit pennanenL 

, 
To boost additional community development lending by mainstream financial 

institutions,~this Administration refonned the Community Reinvestment Act (eRA) 
regulations to, emphasize performance standards - a move ultimately bailed by the 
Independent Bankers Association ofAmerica as li big step in regulatory burden reduction 
for community banks,l1 The eRA today encourages financial institutions to provide 
capital to distressed communities, helping to build homes, creating jobs. and restoring 
hope all across the country. According to the National Community Reinvestment 
Coalition, the private sector has pledged nearly $1 triHion in community development 
loans since i 992 - an amount that represents over 95 percent ofaU eRA pledges made 
since the legislation's enactment in 1977, Lending conunilments under eRA have 
increased d""matically from the pre-1993 .era, from an average of $2.6 billion per year 
between 19~7 and 1992 to about'$180 billion the past 6 years." In 1998, banks made 
$16 billion in commlUlity development loans and $33 billion in small business loans in 
loww and moderate~jncome communities,2) There is evidence that iending to minority 
and low~income borrowers is alsO on the rise. From 1993 to 1998. the number ofhome 
mortgage lo?ns to African Americans have increased by 87 percent, to Hispanics, to 
Native Ameiicans by 52 percent and to low and moderate income borrowers by 64 
percent." That is why the White House, along with Secretary Rubin and Secretary 

11 Community Development Financial Institution Fund, "CDFI Fund Survey of 1996 A wardees," 1999. 

n "Consolidated Annual Report To Congress For HUD's Community Development Programs." 1996. 

II lndependent Bankers Association of America, Press Release, April 19, 1995" 

1'* April 1 999Report by the National Community Reinvestment Coalition, "CRA Dollar Commitments" 

1S Federal Fina'ncial lostitution EXamlnations Council Rxp()rt on eRA. July :29, 1999. 

:«i July 29. 1999, Federal Financial Institution Exanilnations Council Report on Home Mortgage Disclosure 
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Summers, have taken a tough line against any efforts to weaken eRA in financial, 
modernization legisl~tion. . 

While the current economic expansion is one of the strongest in history. there are 
still too many communities in our Nation that are defined more by their lack of 
opportunitY than by their prosperity. As oUr" next step. the President this year challe~ged 
the private sector to join him in a New Markets initiative to bring equity capital, jobs, and 
economic opportunity to America' s most underserved urban and rural communities. The 
New Mark~ts Initiative is designed to spur $15 biUion in new investment in low- and 
moderate-income communities through our New Markets Tax Credit and loan 
guarantees,1 The New Markets Tax Credit is worth up to 2S percellt of the original 
investmentS j'n a wide range ofvehicles and will be available to investment funds, banks 
and institutions that are financing businesses in low- and moderate~income communities. , 

I 
The'New Markets Initiative also creates America's Private Investment Companies 

(APle) - Nst
, 

as America's support for the Overseas Private Investment Corporation 
helped promote growth in emerging markets abroad, APIC will help encourage private 
investment in our own country's untapped mat'kets. In addition, the New Markets 
Initiative involves the creation of another new type of investment vehicle - the New 
Markets Venture Capital (NMVC) firm, NMVC firms will provide incentives to increase 
the av~lahility of venture capital in low and moderate-income communities for smail 
businesses. LastlYt under the leadership of Administrator Aida Alvarez, the Small 
Business Administration has begun a specific initiative to ensure that the existing Small 
Business Investment Companies program reaches out to low and moderate-income 
communities. ' 

Government can help provide the tools for businesses to grow through other 
efforts that ~e part of the New Markets Initiative. such as BusinessLfNC - a program 
launched b~ the Vice President and supported by the Business Roundtahle - that 
encourages inentoring and protege relationships between small businesses and large 
cornpanies.jThese are examp1es of this Administratio"n's efforts to encourage more 
private s~tOr investment and partnerships in e<:onomical1y~distressed areas. 

Vll. NEW DIRECTIONS: INVESTING IN PEOPLE 

Investing in people has been a primary focus of the Clinton-Gore agenda from 
day one. I will not even attempt to catalog everything that the Administration has done­
but [ do w~t to point to six areas that we feel are critical to future poverty reduction and 
are at stake in our current budget battle. 

r 
Moving 10 Opportunity 

Resel.roh dating back to the Chicago Gautreaux case has showu that poor 
fam~lies wh~ are given the opportunity to move to better neighborhoods have better 
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education :ptdjo.b e~periences.27 New research on HUD~s experimental housing mobility 
program - moving to. opportunity - in two separate studies in Boston and Baltimore are 
showing tt¢t increased housing mobility brings not only economic opportunity but alSo. a 
significant reduction in behavioral problems for children including reduced juvenile 
arrest rates, injuries, victimization ofcrime, while having positive healtb and mental 
health impacts for parents and heads of households.28 These are some of the reasons that 
Ihis President and Vice President believe that Secretary Cuomo', efforts to add 100,000 
housing vDuchers is a valuable anti~poverty proposal and worth fighting hard for in the 
current VA-HUD appropriations bill. 

Closing tbe Digital Divide 

.As ~)Ur nation seeks to close the race and income gaps that have to.o often divided 
us, it's criti~al that we not allow a new divide. We all know children who have hecome 
computer literate at a young age and watched their knowledge accelerate as their older 
relatives st~gnate - stiH uncomfortable and awkward with the computer age. Ifwe let a 
generation ofmiddle-class children grow up whizzing from one computer to another 
while a generation ofpoorer children stays computer illiterate, we will be sitting by as a 
new divide helps widen the race and income gap we seek: to close. 

History shows that public poHcy can make a difference in detennining whether or 
not the demand for higher·skilled workers that creates higher wages across the board or 
instead leads to increasing wage inequality.29 

In the first three decades'oftrus century, the United States faced the technological 
chanenge of adapting the economy and society to benefit from the invention ofelectricity 
and the spread of mass production. At the same time, the "high school movement" in the 
United States helped to produce an educated and skilled workforce to meet this challenge. 
As. result, people had the skills to benefit from the increasingly dcmandingjobs, 

, resulting in higher wages across~the-board and even a reduction in inequaUty.J{l 

v The tv.'o classic studies are by James Rosenbaum: "BJtlck Pioneel'$ - Do Their Moves to the Suburbs 
Increase Economic Opportunity (or Mothers and Children?" H()using Policy Debate 2, 1992 and 
"Changing the Geography ofOpportunity by Expanding Residential Choice: Lessons from the Gautreaux 
Program." HQusing Policy Debate 6, 1995. David Cutler and Edward Glaeser have m()wn that 1'1 decrease 
in segregation ,would eliminate a substantial frac!i()n of !he black-white difference in schooling, 
employment. and single parenthood. see KAre Ghettos Good or Bad?" Quarterly JOl4rnal ()f Economics 
August 1997, ! . 
n Lawrence ~ Jeffrey Kling, and Jeffrey Liebman "MQving to Opportunity in Boston: Early Impacts of 
a HQuslng Mobility Program." Harvard University, Princeton University, and NBER. September 1999" and 
Jens Ludwig, Greg Dl.locan and Paul Hirschfield, "Urban Poverty and Juvenile Crime: Evidence from a 
Randomized l-(ousing-MobHity Experiment," Joint Center for Poverty RCfrearch, }\;'orthwestern University 
and UniversityjofChicago, working paper. 
29 See the discussion in Lawrence Katz, "Technological Change, Computerization, and the Wage 
Structure." Harvard University and NBER. September 1999. 
30 Claudia Goldin and Lawrence Katz, "The Returns to Skill in the United States Across the Twentieth 
Century." NBER Working Paper No. W7116 May 1999,, 
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The question we face today is whetherpolky can help spur a waveoftechno)ogy 
literate workers who can meet the demands of the information economy with broadly 
shared gairys in income. The challenge is significant. Households with incomes over 
$75,000 are 20 times more likely to be connected to the Internet than the poorest families 
and nine time more likely to have a computer. Black and Hispanic families are less than 
40 percent as likeJy as white families to access to the Internet at home,ll . 

, 

The President and the VIce President deserve significant credit for seizing on this 
issue at an ~arly stage. Under their leadership, investment in educational technology has 
risen by more than 3,000 percent - from $23 million to $698 million through our new 
Technology Literacy Challenge' initiative which asks each state to create a plan to close 
the digital ~ivide. The E~Rate provides $2.25 billion in discounts to community schools 
and libraries that want to conneCt to the Internet - where poorer schools are eligibJe for 
90 percent discounts, Through OUf technology literacy initiative and E~Rate~ nearly $3 
billion a year is now being spent to bring technology literacy to an Americans. 

This year we are fighting - so far unsuccessfully - to fully fund our next steps and 
to ensure middle schools have teachers trained in teehnology and to expand dramatically 
our Community Technology Centers - to bring computer leanling to the places in our 
poorest neighborhoods most likely to serve disadvantaged young people. 

Investing in Cbildren From Birth 
I, 

. Eveiything we know about the importance of leaming and everything we know 
about the e~ceptionally high poverty rates for African~American and Hispanic children, 
and everyth~ng we believe about the value of a fair start in life, compels us to focus 
attention on' the education and health of a child from the earliest possible time. That's 
why even in the toughesl budget fights, the President has always insisted on hudget 
increases injWlC and Head Start. 

As Mrs, Clinton emphasized in her 1997 White House conference on early 
childhood development, pre~school that begins at age 4 may be too late for America's 
chiJdren. Scientists have determined. that the human brain achieves approximately 90 
percent of its total growth by age 3,32; And the data demonstrates that experiences in a 
baby's earlies~ months,help determine a person's physical and mental health1 and ability 
to learn ove~ a lifetime, 

To d? this, we have "not only expanded Head Start and set a goal of reaching one 
million participants by 2002 - participation is now at 833,000 - but also created Early 
Head Start in 1994 to provide comprehensive early childhood development services for. , 
0-3 year olds, 

I, 

31 NTIA. "Falling 'Througb the Net: Defming the Digital Divide", luly 1999. 

32 Rand Foundation, "Investing in Our Children, What We Know and Dun't Know About the Costs and 

Benefits of Early Childhood JnlcrYentions," 1998. 
, 
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And we1ve,also proposed the creation of a $3 billion EarJy Learning Fund that 
would boost cornmWlity efforts to improve child care for the youngest children through 
home visit~tion (where a nurse or trained professional comes In to counsel new parents 
about development and health issues), parent counseling, efforts to help parents find child 
care, and Rivariety of othe~ activities focused on early childhood, 

Inspiring Disadvantaged Youths to Go to College and Enabling Them To Finish 

we!are dearly proud ofthe efforts we have made through the Direct Student Loan 
programs, our income contingent loan repayment plans, national service, HOPE 
Scholarships, increases in PcB Grants, and the many other initiatives Jed by Secretary, 
Riley to open the doors ofcollege to an young and older Americans. This is no doubt a 
wise public policy investment when we consider that each year that It person from a 
disadvantaged background Boes to college, he or she increase his or her projected lifetime 
earning by 8 to 15 percent. 

Yet, ifwe are serious about the importance ofa college education, we need to do 
more in two often~neglectcd areas, the time before entry to college and the time afier. 
First, althoJgh more students are going to college. there are still many from 
disadvantaged backgrounds that lack the hope; expectations and incentives to choose 
college over dropping out. But getting students to enroll in college is only the first slep. 
The second;often~J1eglected challenge is keeping them there, reversing the trend toward 
greater college eruoUment being accompanied by lower college completions,34, 
Mentoring Programs. GEAR-UP, and Preventing Children from Dropping Oul 

We have too often failed to focus on encouraging adolescents to stay in school 
and go to college, While excellent programs like TRIO do exist, when one considers the 
differential between the difficulty ofgetting dropouts back on track - and the disturbingly 
high Hispanic drop ou! rate - and the benefits ofhigher education, this is an area that 
deserves considerably more attention from public policy makers. 

I 

In s~king to get dropouts back on track it is important to reject the congressIonal 
impulse to thinly distribute funds geographically. Instead we have focused on providing 
concentrated benefits so that eno~gh opportunities are offered in partiCUlar 
neighbothoods so that a dropout who says no to the streets wilt face some critical mass of 
peer support instead ofridicule and ostracism for doing the right thing.35 Our new $250 
million Youth Opportunities Act - which Sec. Hennan calls the "YO" program - follows 
that research by concentrating its benefits in 25-30 communities to help 58,000 
disadvantaged youth between 14-21 years old. The fact that this has been zeroed out in 

3} David Card. "Earnings. Schooling. and Ahility Revisited." Princeton University, industrial Relations 
Section Working Pa:p<!r No. 311, May 1994, 
3~ Caroline Hoxby. "Tax. Incentives for Higher Education." Tax Policy and Il1e Economy J11998 MIT 
.Press; Camhridg<!, 
3~ For the importance of these effects, see Anne Case and Lawren¢e Katz, 1be Company You Keep: The 
Effects of Family and Neighborhood no Disad....antaged Youths." National BUrf:UU ofEconomic Research, 
Working PaPj J7QS. May J991. I 
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I 
the House Republican budget is one more reason that overall fiscal policy is not 

. I suffic.cn!.,' 

Although the YO progr.im' is smart and well~designed, there is also no question 
Ihat getling young people back on Irack after they have dropped oul has historically been 
onc of the most difficult public policy tasks, , 

The' best approach - confinned by both research and co"mmon sense - is to reach 
disadvantaged youth at a young age. to provide continuity through one~on..()ne mentors 
and role-models. and most of all, to encourage the expectation that they wiU finish high 
school and go to college'· One striking example comes from a recent study by 
PubliC/Private Ventures ofBig BrotherlBig Sister programs. The resuhs~ based on a 
scientific random experiment. are striking. Children in Little Brother I Little Sister' 
programs were 46 percent less likely to start abusing drugs. 27 percent less likely to start 
abusing alc?hol. 52 percent less likely to skip a day ofschool, and 37 percent less likely 
to lie to a parent,31 ­

I ' 

Pert~aps even more sinking is the success of the Quantum Opportunities Program, 
a comprehensive program that works with disadvantaged youths from ninth grade 
thToUgh twelfth grade, providing depth ofservicc) continuity, and a sense ofcommunity. 
One study found that students in this program,'compared to youths that were not, were , 
more likely to graduate from high schoo] {63 percent versus 42 percent). morc likely to 
attend a four-year college (18 percent versus 5 percent), and less likely to become teen 
parents (24 percent versus 38 percent). l8 ' 

Eugene Lang's'''! Have A Dream" program reaches out to disadvantaged youth at 
a young age with the promise of college while challenging private sector individuals to 
play the role of mentors and role models. In city after city. when the overwhelming 
majorily ofyoung people in Ihis program graduale from high school despite Ihe fact Ihat 
they live in neighborhoods where the overwhelming majority of their peers drop out.39 

Last .year, using these programs and research as models and inspiration., the 
President proposed and signed the new GEAR-UP initiative, GEAR-UP asks colleges 10 

I . , 

36 For an ovcn.!iew of the research emphasizing these themes see Lawrence Katz, "Active Labor Market 
Policies to ExPand Employment and Opportunity," In Reducing Unemploymf!flt: Current issues and 
Policy Opr[oJtS. Proceedings ofa Symposium of the Federal Reserve Bank or Kansas City, August, 1994. 
)1 Joseph Tierney and Jean Baldwin Grossman, with Nancy Resch, "Maldng a Difference: an Impact Study 
()fBig BrotherS! BIg Sisters." A report by PubliclPrivate Ventures.. November 1995. 
;;t Andrew Hahn. with Tom Leavitt and Paul Aaron. "Evaluation oftbe Quantum Opportunities Program 
(QOP): Dill the Program Work?" Brandeis University, June J994. 
j9 Arthur Lev~ the President of Teachers College. Columbia University, writes, "The results ofLmg's 
efforts were astounding. 'Ten years after he ftrst made his promise, 90 percent ofP.S. 121 sixth~graders bad 
graduated from high school or obtained a GED degree. {The original estimate, based on prior history, was 
that at least 75 percent of the students would drop out of schoot)" In Arthur Levine and Jana Nidiffer, 
Benting the OdJk How ihe Poor Get into College. 1996. Jossey-Bass Publishers, San Francisco. For 
documentation'ofhow the "1 Have a Dream" program has improved educational outcomes, see Robert 
McGrath and Judy Hayman, ''The PaterSon New Jersey, I Have a Dream Prog:rnm: Academic Performance 
and Outcomes." 1999, Fairleigh Dickinson University, Teaneck, New Jersey. 
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work with non'profits to adopt classes ofmiddle school ,tudent, from nearby 
disadvantaged schools and stay with these classes through the end ofhigh school, 
providing information about coUeg~ one-on-one mentoring with college students or local 
professionals. Most ofall, GEAR·UP gives many young people the gift that many of us 
were lucky' enough to have automatically: the strong and sustained expectation that 
whatever the temptations of adolescence are to go off track, we would graduate and go to 
college, The Ford Foundation has highly praised this new initiative and 15 working with 
the first p~erships. One of the best things we can do is invest in this type of initiative, 
a program \h.t gives hope and high expectations to disadvantaged young people. While 
several Republicans, including Congressman ~1ark Souder and Senator Jeffords, joined 
the White I;Iouse and Congressman Chaka Fattah in helping to pass this legislation. it was 
eliminated jn the bin voted out of the House Subcommittee on Labor. Health, and Human 
Services, 1;'his happened even as the Administration seeks to increase its funding to help 
meet the overload ofdemand expressed in the firSt competition., 
America '$ Quiet Crisis: Enabling People to Finish College 

Although there has been great and deserved focus on getting disadvantaged and 
minority young people into college, too little attention has been paid to ensure that those 
young people who enter col1ege - either two- or four-year institutions - stay there. 
Although the college completion rate has been falling, this quiet crisis has yet to receive 
the attention that it merits. 

Although America has the highest college enrollment rate in the world, its college 
completion rate is toward the bottom ofOECD countries." Roughly one-third of 
community c~llege students drop out by the end of the first semester·- and about one-half 
leave withiri the first year. Among four-year students, attrition is highest in the first two 
years, This'probJem is particularly acute in certain minority communities. Although 
Hispanic high school graduates are as likely to attend college as whites. their college 
completion ,rates are much lower,"'1 29 percent of African Americans and 31 percent of 
Hispanics ~op out of college aiJer less than one year) compared to 18 percent of whites. 
48 percent of African Amencans and 50 percent of Hispanics drop out by the end ofthe 
firsl year. And only II percent of African Americans and !O percent of Hispanics finish 
colJeg(\ as tompared to 24 percent ofwhites.42 

' 

.'I 
This:quiet crisis in college education needs more attention from all of us. \Ve 

need to make it a priority. We need to carefully analyze issues related to college aid. 
support services) as well as programs around the country that provide intensive summer 
programs or pre-college education boot camps. to help low-income and minority high 
school students enter college ready to succeed . 

40 Organization for Economic Cooperailon and Development, Education 0/ a G/(lJIce: OECD Indicators 

J998, OECD: Paris, i 998. 

41·See Philip Ganderton and Richard Santos, "Hispanic College Attendance and Completion: Evidence 

from the High School and Beyond Surveys." Economics ofEducation Re:viey;! 14(1}, 1995. 

42 U.S. Department of Education. "Trends in Postsecondnty Credit Produetion, 1972 and 1980 High School 

Graduates." N,ational Center fOf Education Statistics, June 1990. 
.. 
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Reducing Widow Poverty 

\Vhile policy makers often celebrate the dramatic reduction in elderly poverty, 
particularly since the ~reation and expansion ofMedicare, the recent policy debate on 
Social Security has opened the eyes ofmany Americans to the fact that within those low 
elderly poverty rates lie very different circumstances for different portions ofllie elderly 
population, White married elderly women for example have extremely low poverty rates 
of less than 5 percent. the poverty rates for elderly widowed women who often live alone 
is at a disturbingly high rate of 18 percent." 

One of the important reasons for addressing Social Security reform sooner rather 
than later is not only the opportunity to extend solvency for most of the 21st century, but 
also to address the flaws in the Social Security system that are certainly contributing to 
this unacceptable high poverty rate for elderly women living alone. 

There are several ideas for how best to address this including proposals to 
increase lhe percentage of Social Security benefits that a widow is eligible for after her 
husband paSses away. On a related issue. experts who are examining whether or not lhe 
measure ofIthe poverty rate should be altered, have become increasingly concerned that 
the current poverty rate fonnula does not adequately account for the huge degree ofout­
of-pocket liealth costs that many elderly Americans pay for, If. new slandard is devised, 
the adjustment for the poverty of single elderly women could be even higher, showing 
again furth~r evidence that comprehensive Medicare and Social Security refonn 
addressing both solvency and poverty-related issues should remain a top priority fOT 

Congress arid this Administration. 

I 
Closing W~aJth Inequality Through Universal Savings 

Before closing; I want to briefly move from the issue of income and wage 
ine<Juality to wealth inequality, The gap between the wealth of the rich and poor, like the 
income gap; is very large. The wealthiest 6 percent of the population have almost half of 
all of the asSets, The typical white (non-Hispanic) family has $73,900 in financial assets, 
while the typical Afri~an American or Hisparuc family has only $161500,44 

Perhaps even larger is the gap between those who participate in financial markets 
and save for retirement and those who do not. According to the Department of the 
Treasury, 73 miHion Americans. workers and their spouses, are not covered by any 
employer~sPonsored. retirement plan. According to Census data, only 10 percent ofthe 
bottom 40 pereenl ofhouseholds had IRAs or Kcoghs in 1993, Glenn Loury has pointed 

, 

~~:~:;~5~:::'i~~~ciI. Interagency Working Group OIl Socia~ Security, "Women nnd Retirement 

44 Based on ttre Survey ofC<Josumer Finances as discussed in Arthur Kennickell, Martha Starr~McCluer, 
and Annikn Sunden, "Family Finances in the U.S.: Recent Evidence from the Survey of Consumer 
Finances," Federal Reserve Bulletin, Vol. BJ, January 1997. 
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out that on~y 14 percent of African Americans owned mutual funds in 1994. compared to 
41 percent 'for the population as a whole. lIs , 

This financial participation gap has been felt especially strongly over the last 
decade. an~ p~cularly over the last several years, as Americans who were fortunate 
enough to have savings they could invest in the stock market, through tax preferred lRAs 
or employ~ provided pensions have experienced a significant increase in their wealth 
and reti~ent security. Those without the savings to invest in the market have certainly 
been left behind, 

In our tax system we today give significant incentives - exclusions from taxable 
income - to employer provided pension, lRAs and 401ks in order to encourage 
Americans to save. Our choice to provide incentives for such savings is clearly based on 
the public policy detennination that we benefit as a nation when our savings rate is higher 
and when ittdividuals take more responsibility for their retirement security. Yet the 
unfortunate~irony is that by designing such incentives only in the form of tax deductions 
and income' exclusionS, we leave out the very Americans who have the J'owest income 
and the hardest time saving because their income is almost entirely consumed by the 
basic neces1ities of Hfe. . 

By what possible public policy rationale do we justil'y the fact that less than 10 
percent of tax incentives for savings and retirement go to families making under 
$50,000746 :Por the large number of families in the bottom two quinliles that pay little 
income tax,lsuCh incentives are an empty offer. Most cannot afford t? save virtual~y 
anything; m,any owe no income taxes because of their low income and even those who 
can save a little get only 15 cents to the donar as an incentive - far below what is offered 
to those in the upper~income brackets, Ifwe are serious about closing the wealth 
inequality gap, if we are serious about encouraging more low-income Americans to save 
for their retirement to participate in the"process of investment. wealth creation and the 
wonders ofcompound returns, then we need to find new proposals that will let all 
Americans participate in savings and wealth creation, 

The President's Universal Savings Accounts (USA,) seek to do just this, The,e 
accounts would give an automatic tax credit to low~ and moderate-income working 
families so that those families would have an individual savings account and then they 
would provide matching returns to encourage Americans to contribute their own savings 
as well. whether or not the USA account is the only way to achieve this goal. I believe 
that these ar~ the type of savings and wealth creation incentives that must be provided for 
aU Ameri~s - even those at the lowest income bracket - ifwe are to close the wealth 
inequality gap, in the future. 

", 

d GlelUl LourY. "Opting Out of the Boom: Why More Blacks DOJ)"Invest." New York Times June 7, 
1998, 
~ Department of Treasury. 
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VIII. CONCLUSION 

I have tried today to marshal evidence to demonstrate that public policy efforts to 
reduce pov~rty and increase economic opportunity have significant cost-benefit savings 
for our society and are consistent with a pro-growth economic strategy, Yet 1 would be 
being less than straight-forward if I suggested that I believe that the justification for our 
anti~poverty and economic opportunity efforts rest soiety on efficiency or economic 
growth, 

w. are a country !hat not only tolerates. but truly celebrates the wealth and riches 
any American can fairly earn by virtue of their hard work, skill, innovation, , ' 

entreprenetirshlp. or even dumb luck. The core ofour strong belief in our unique 
American value of free enterprise is the specific American value that anyone person can 
rise by virtue of their individual talent and efforts, 

And while there will alw'ays be the rare individual who will rise from the cruelest 
ofsjtuations. there are too many neighborhoods, too many streets, too many families 
where a child born today faces overwhelming obstacles, When the accident ofbirth and 
not the content of one's efforts and God~given talents becomes the best indicator of too 
many children's life opportunities, it strikes at the heart ofour belief system, , 


i 

When more than one-third of all African~American and Hispanic children are 

born into p~verty. when a single street in a single city marks a divide between children 
born into a ~ome with computerized Pokemon games and children born into homes with 
inferior nutrition, low educational aspirations, and neighborhoods with failing schools 
and crime· filled streets, we fail to live up to the values and aspirations we hold dear. Yet . ' every dedlcated mentor~ every successful pTe-school program, every excellent teacher, 
every creative after-school program. every additional college grant can make our ideals a 
little more real for each child touched by such an opportunity who chooses to accept the 
responsibility to take advantage of it. Beneath the big picture politics, the headline 
soundbites, and the defining issues for the next election, are a multitude of below-the­
screen budgetary decisions that each by' themselves will detennine whether another 
10,000 or 100.000 or even million young people will get such an opportunity. Shame on 
all of us ifwe ever forget thaL 
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TABLE I 

POVERTY RATES FOR SELECTED GROUPS 


1993 1998 Percent 1998 Is the 
Change Lowest 

Since 
•All Persons 15.1: 12.7 -15.9% 1979 
, Black 33.1 : 26.1 -21.1 % .Record 
• Hispanic' 30.6 25.6 -16.3% 1979 
, Children I 22.7 18.9 -16.7% 1980 
Black children 46.1 36.7 -20.4% Record 

,Hjspanic:'::ch;:'i~ld:;"r"'-en"--+-"C4;;:0::;.9<--+-"';3;':;4':':.4"'---+-.:;:15;;:.~90';";y.;-f--iR;;ec=or:":d;"':""'; 
i Single mothers 46.1 38.7: -16.1% Record 
r-B"'I;;.a.c..ck~si...;n:e;glc'-e.c..m,-othe'-r_s+---:;5",7"".7~-1-_-,4"'7..;;.5c---+: ·17.7% Record 
Hispanic single 60.5 52.2 -13.7% Record 
mothers . 
Elderly , 12.2 10.5 -13.9% Record 
(Note: the p.oveny threshold for a family offourls $16,660) 

TABLE 2 
NUMBER OF PEOPLE IN POVERTY FOR SELECTED GROUPS 


, 

All Persons 
Black 

-Hispanic 
Children 
Black children 
Hispanic children 
Single mothers 
Black single mothers 
Hispanic single 
mothers 

I 

". ." 
Elderly . 

(thousands) 

1993 

39,265 
10,877 
8,126 
15,727 
5,125 
3,873 
4,424 
1,780 
706 

3,755 

1998 
,,,, Change 

34,476 -4,789 
9,091 ·1,786 
8,070 ·56 
13,467 · · -2,260 
4,151 · ·: -974 

,,, 
3,837 ••• 

·36 ,,, 
3,831 ·593 ,,, 

1,397 -383 
707 +1" 

3,386 ·369 , 

Note: ThIS populatlon grew 16.1 percent between 1993 and 1998. 
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, 
All families 

Black families 


•Hispanic famili~ 
•Married cOuple 
I Single female , 

TABLE 3 

CHANGE IN INCOME 

1993 ,,, 1998 

41,691 ,,, 46,737 
24,300 ,,, 29,404 
26,682 29,608 
25,816 28,330 
43,256 46,637 

Increase 
+5,046 ,,., 
+5,104 ,, 

+2,926 
+2,514 ,,, 

+3,381 ,,, 

TABLE 4 
INCOME GROWTH FROM 1981-1998 

1981 , 1993, 1998 1981-93 1993-98 
All families 40,502 41,691 46,737 2.9% 12.1% 
Black families 24,000 .24,300 29,404 1.3% 21.0% 
Hispanic families 29,671 26,682 29,608 -10.1% 11.0% 
Bottom quintile 8,749 8,361 9,223 -4.4% 10.3% 
Second quintile 20,966 21,044 23,288 0.4% 10.7% 
Third quintile 34,628 35,276 38,967 1.9% 10.5% 

• Fourth quinti1e 51,581 54,821 60,266 , 6.3%, 9.9% 
•Top quintilc 90,350 114,216 127,529 

, 
26.4%,,, 11.7% 
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TABLES 
GROWTH IN SELECTED POVERTY-REDUCTION PROGRAMS 

(In millions of dollars) 
FY 

1993 
FY Growth 
1999 , 1993-99,, 

Increase 
J993-99 

'Head Start 
,, 

2,776 4,660 
, 

+68%,, 
, 

+1,884 

WIC , 

2,928 
I 

3,924 
, 

+34% +996 

ElTC (calendar year 
estimates) 

15,537 ! 31,855,,,, 
+105% +16,318 

Dislocated Worker 
Funding! 

1,406517 +172% +889 

Job Corps 
966,, 1,309 +36% +343 

Pell Grants Max. 
$2,300• ,. 

Award I, 
$3,125 +36% +$825 

,, 

i 

! ,,, 

,, ,,,,,, 

,,, 

i 
• Dollars per person. , 
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TABLE 6 
~...... -'--nr""""""Trn;;r;-;-7i:'~~;;oru~""",~;v;-----1

: POVERTY WlTH AND WITHOUT THE EITC 
POVERTY RATE PEOPLE IN POVERTY 

(thousands)
!---,'·--+-C;;;;:Ci'TI"':='i'i'?'"",,~~::+·~·.I"¥''WR-F.::iii~.r,..,.~d, w/o EITe wi EITC Lifted Out w/o EITC i wi EITC Lifted Out I , 

i 1992 16.2 15.2 1.0 41,561 38,995 2,565' 

1993 16.3 15.5 0.8 42,262 40,188 2,074 

i 1994 15.8 14.6 1.2 41,335 38,196 3,139 

! 1995 14.8 13.4 1.4 i 39,032 35,340 3,692 

1996 14.9 13.3 1.6 '39,666 35,407 4,259 

1997 14.3 1.6 38,393 34,097 4,2% 

1998 13.6 12,0 1.6 36,864 32,527 I 4,337 

Note: poverty WIthout the EITC is Census definition la and with the EITC is Census 
definition 1 h 

TABLE? 
POVERTY WITH AND WITHOUT THE EITC IN 1998 

POVERTY RATE PEOPLE r.-< POVERTY 
(thousands) 

wlo EITC • wlEITC Lifted win EITe w/EITC Lifted , 
Out Out,, 

Americans! 13.6 
, 

12.0 1.6 36,864 
, 

32,527 4,337i 
Black 27.6 24.5 3.1 9,626 i 8,545 1,081 
Hispanic 27.4 23.6 3.8 8,635 , 7,438 1,198, 

Children I . 20.2 17.0 3.2 14,410 
, 

12,127 2,283,, 

Black , 38.5 32.9 5.6 4,357 , 3,723 634I 
, ,, 

children I 

Hispanic I 36.6 30.9 5.7 4,082 3,446 636 
• Children 

, 
I 

• Singjemnm , 43.2 36.7 6.5 12,614 , 10,716 1,898, , 
. .. .Note. poverty w,thout the EITC IS Census defimtlon la and w,th the EITC ,. CenSllS 

definition 1 b. 
~. ". 

28 




", 

I 
APPEl','DIX I - THE CLINTON ADMINISTRATrON'S CONTRIBUTION TO 


POr;ICIES TO HELP PEOPLE LIFT THEMSELVES OUT OF POVERTY 

I 

l. REWARDING WORK 

I 
Expanded EITC to Put Money Back in Working Families' Pockets , 
• 	 The EITC helps working families supplement their earnings through tax credits. In 

President Clinton's 1993 Economic Plan, EITC was expanded to make work pay for 
15 minion working families. 

• 	 In 1998; the EITC lifted 4.3 million Americans out ofpoverty - more than twice as 
many as in 1993. The average family received an EITC credit of51,890. 

Minimum Wage Hike Increased Pay By $1,800 for Full-time Workers 
• 	 In 1996; the President and Vice President fought for and won a minimum wage 

increase from 54.25 to 55.15 per hour for nearly 10 million workers. 

I 


• 	 Now, the President is fighting for another rnjnimum wage increase - $1 over two 
years - to make work pay for 11.4 million workers and help ensure that parents who 
work hafd and play by the rules can raise their children out ofpovcrty. 

I 
Provided Health Care to Low-Income Working Families 
• 	 The Pre~ident has successfully fought to increase Jow~income families' access to 

health care by allowing states to expand Medicaid to cover low-income two~parent 
families who work and working with states to ensure that uninsured families receive 
Medicaid when eligible. 

Enacted Single Largest Investment in Healtb Care for Children since 1965 
• 	 The President~ with bipartisan support from the Congress, created the Children's 

Health Insurance Program (CHIP). The Balanced Budget Act of 1997 allocated $24 
billion over five ye!ll1l to proVide affordable health insurance to children in families 
with incOmes too high to qualify for Medicaid but too low to purchase private 
insuranc~ through State-designed programs. . 

• 	 00 September 8, 1999, President Clinton announced that all 50 states and evelY 
territory are participating in this new program, bringing us closer to our goal of 
providing insurance forup to 5 million children through a combination of Medicaid 
and CHlP. 

I 	 , 

Improved Access to Affordable and Quality Child Care 
• 	 Under the Clinton·Gore Administration, federal funding for child care has increased 

by 80 percent, helping parents pay for the care ofabout 1.25 million children. 

• 	 The 1996 welfare refonn law increased child care funding by 54 billion over six years 
to provide child care assistance to families moving from welfare to work. Last year, , , 
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the President succeeded in securing $ J40 minion in new funds for after~scht)ol care 
and $173 million for child care quality activities. 

Initiated $3 Billion Welfar ..to-Work lnlti.live , 	 . 
• 	 The Clinton-Gore Administration fought for a 53 billion Welfare-to-Work initiative 

as par! of, the 1991 Balanced Budget Agreement 

• 	 During FY 1998 and FY 1999,.nearly $2.1 billion in grants have been awarded to 
states, local communities, arid tribes across the nation to help long-tenn welfare 
recipients, and certain low~income fathers, work and support their families, 

I , 

• 	 Funds are targeted at individuals and communities facing the greatest challenges. To 
date, these resources are helping nearly 100,000 individuals to get or keep ajob. 

Helping People Get to Work 
• 	 With the Administration's leadership, the Transportation Equity Act for the 21 st 

Century (TEA-21) authorized $750 million over fiye years for the President's Job' 
Access initiative and reverse commute grants. 

• 	 The Omnibus Budget Act included $75 million for this program in FY 1999, and in 
:o.Aay. Vice President Gore awarded grants to 179 conununities in 42 states around the 
country to assist states and localities to develop flexible transportation alternatives for 
welfare recipients and other low~income workers., . 

Weltare-to-:Work Housing Vouchers 
• 	 In 1999.'the President proposed and Congress approved $283 million for 50,000 new 

housing youchers for current and funner welfare recipients who need housing 
assistfUl~e to get or keep a job. 

I 
• 	 Families will use these welfare~to-work housing vouchers to move closer to a new 

job, 'to rdduce a long commute, or to secure more stable honsing that will help 
eliminate emergencies which keep them from getting to work every day on Hme. 

Helping Pe~ple Who Want to Work but Can't Find. Job 
• 	 Acknowledging that finding ajob often takes time, the Balanced Budget Act of 1997 

provided funds for work slots and food starnp benefits to help those who are willing 
to work. but througb 00 fault oftheir own, have not yet found employment. 

Passage of Welfare-to-Work Tax Credit and Work Opportunity Tax Credit 
• 	 The Welfare-to-Work Tax Credit, enacted in the t997 Balanced Budget Agreement, 

provides!a credit equal to 35 percent ofllie first 510,000 in wages in the first year of 
emplo~ent. and 50 percent of the first $10,000 in wages in the second year~ to 
encourage the hiring and retention oflong-tenn welfare recipients, 
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• 	 This credit complements the Work Opportunity Tax Credi~ which expands eligible 
businesses to include those who hire young adults living in Empowennent Zones and 
Enterprise Communities. 

• 	 In FY 1999, the President requested and' Congress accepted extending tbe credit 
through June 30,1999. 

I 

. 
2. 	SUPPORTING HARD-PRESSED WORKtNG FAMIUES 

I 
Introduced $500 Per-Child Tax Credit, Benefiting 13 Million Children from Low­
income Families 
• 	 27 million families with 45 million children ate receiving the $500 per-child tax 

credit included in the 1997 Balanced Budget Agreement 

• 	 As a result of the President's efforts, 13 million children 'from families receiving the 
EITe will also benefit from the $500 child tax credit. 

, 
Incre.sed WIC by $1 Billion 
• 	 Under President Clinton, participation in WlC has expanded by 1.7 mimon - from 5.7 

. million in 1993 to 7.4 million women, infants, and children in 1999. Funding has 

risen frrim $2.9 billion to $3.9 billion.
, 

Helping Working Families to Buy Food 
• 	 In July 1999, the President took executive actions to help ensure working families 

who need Food Stamps have access. These steps include: 
" "new 'policy guidance making it easier for working families to own a car and sHU 

receive food stamps' , 
~ 	 new 'regulations simplifying rules so that families do not have to report income as 

often and states won't be penalized for small errors in projecting families> future 
earnings 
a new public education campaign to educate working famiHes about food stamps 

Establisbed ofindividual Development Accounts (IDA.) 
• 	 In 1992, the President proposed to establish IDAs to empower low-income families to 

save for la first home, post-secondary education, or to start a new business. The t 996 
welfare r.fonn law authorized tbe use ofwelfare block grants to create IDAs.,..• •

• 	 Last year. the President signed legislation creating a five-year IDA demonstration 
program[for low~income households. The first 40 grants announced in September 
will mat<;h the savings of 10,000 working families. 

Providing Community Resourees 
• 	 Community Development Block Grant (CDB,G) funds activities such as economic 

and neighborhood revitalization. job creation, public services, COntml.IDlty 
development and renewal ofdistressed communities, , 
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• 	 In 1999, CDBG funds assisted nearly 200,000 households in up to 900 communities 
around the country that are eligible for CDBG funding. . 

3. 	INVESTMENTS IN EDUCATION: FROM HEAD START TO GEAR-UP TO FELL GRANTS 

Expanded:Head Start By Nearly 70 Percent 
• 	 Since 1993. President Clinton and Congressiona1 Democrats have expanded Head 

Start by 57 percent, from nearly $2.8 billion in FY 1993 to nearly $4.7 billion in 
FY 1999. 

• 	 The prrigram now serves an estimated 835,Q()() children, reaching more kids than at 
any time since its creation in 1965 and more than 200,000 additional children than in 
1992. " 

Launched the Reading Excellence Program 
• 	 Two years ago, President Clinton launched the America Reads Challenge. a multi~ 

faceted effort to help states and communities ensure that all children can read well 
and independently by the end of the third grade. 

• 	 The program received $260 million in FY 1999 and another $286 million has been 
requested in FY 2"000 to allow the program to continue. The funds hel" to train 
reading tutors and coordinate after·school~ weekend and summer reading programs 
linked to in~school instruction. In addition, over 1.000 colJeges have pledged to use 
federally¥financed work-study positions for tutoring programs. 

i
Helping Students Most in Need 
• 	 Title 1 funds provide over $8 billion to help 11 minion low~income students benefit 

from higher expectations and a challenging curriculum geared to higher standards. 

Strong Investments in Educational Technology 
• 	 The CIinton~Gore Administration has made strong investments in educational 

technology. FWlding for education technology at the Department of Education has 
increased from 523 million (FY 1993) to $698 million (FY 1999) to 5801 million 
(FY 2000 request). 

I 
" 	 . 

• 	 States a.t1d local communities are given a great deal of flexibility in how they use the 
money for computers, teacher· training and software -- but they are required to . 

-." develop a plan for ensuring equity. 

• 	 The UE~rate" provides $2.25 billion in discounts to COnne<:t schools and libraries to 
the ]llte~et Discounts are 90 percent for the poorest schools that need it most. and 
20 percent for the wealthiest schools. E-rate was a critical part nfthe 
Telecommunications Act of 1996. which the President signed into law, 
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Providing 'Safe After-8chool Opportunities 
• 	 Under the Clinton-Gore Administration, the 21st Century Community Learning 

Centers program has been expanded to provide safe and academically enriching after~. 
school opportunities for nearly 400,000 school.age children in rural and urban 
communities: each year. 

• 	 In his ~y 2000 budget, the President proposes to triple funding to $600 million, 
reaching 1.1 million students. 

Creation .fYouth Opportunity Grants 
• 	 President Clinton proposed the $1.25 billion Youth Opportunities Gmnts program, a 

five year grants initiative that was authorized as part of the 1998 Workforce 
Invest~ent Act. . This program focuses primarily on out-of~schoo] youths. The 
program provides them with job training and has a strong emphasis on mainstreaming 
youth into the private sector, both in terms ofimmooiate job placement and work­
based learning opportunities to increase long-term employment prospects. 

• 	 The youth Opportunities program will receive $250 million this fall and wi!! make a 
significant attack on concentrated poverty and unemployment. This initiative 
represen~ a strong investment in Empowennent Zones and Communities and other 
urban and rural areas that are considered high-poverty areas. 

• 	 The main goal of the program is to increase employment in the private sector, 
increase cQJJege enrollment and decrease dropout rates . . 


Creatinn of the GEAR-UP Initiative 
• 	 Under the CJinton~Gore Administration, the new mentoring initiative GEAR~UP was 

created to better prepare up to an estimated 260,000 low-income middle school 
childreJi. for entrance to and success in higher education. 

, 	 , 

• 	 GEAR Lrp grants will fund partnerships involving more than 1,'000 organizations, 
such as the YMCA, Boys and Girls Clubs, 4-H programs, Salvation !\,nny, libraries, 
arts org~izations, local chambers ofcommerce j and individual companies such as 
Wal~M:irt1 Unisys, Hewlett-Packard, Bell Atlantic, and the New York Times 
Newspaper in Education Program. 

,, 
• 	 In August 1999, $120 million in grants were awarded to 164 partnerships and 21 

grants to states (for statewide program). 
I 

. I 

Assisting Migrant Children aDd Families, 	 . 

• 	 Migrunt families face difficult obstacles to gaining the education and training they 
may need to improve their standard of living. President Clinton imprOVed the 
Migrant Education Program in the 1994 reauthorization, and won a 16 percent 
increas6 in FY 1999. 

! 

i 
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Expanding Pell Grants 
• 	 President Clinton and the Congressional Democrats have increased the PeU Grant 

maximjun grant amount from $2,300 in FY 1993 to $3,215 in 1999. In 1999, nearly 4 
million students will receive a PeB Grant ofup to $3,125, the largest maximum award 
ever. I 

. • I . 

4. 	HELPING TO BRING PRIVATE ENTERPRISE AND CAPITAL TO DISTRESSED AREAs 

, 
. Expanding Microenterprlse Lending and Technical Assistance 

• 	 Microe~terprise development programs provide access to capital, other tinaneial 

service~. and training to those traditionally bypassed by the mainstream financial 

sector, such as the poor women, minorities and those in economically distressed 


, 
areas. 

I , 	 . 

• 	 Presiderit Clinton's and Vice President Gore's proposal also includes a doubling of 

support for technical assistance in SBA's Microloan Program and a doubling of 

support for SBA lending to leverage over $75 million in new microiending, 


• 	 The microenterprise strategy will also involve new funding for Individual 

Development Accounts (IDAs) and for SBA's One-Stop Capital Shops. 


Created the Community Development Fiuanciallnstitutions (CDrI) Fend 
• 	 In 1994, President Clinlon proposed and signed into law the CDFJ Fund. Through 

grants, loans. and equity investments. the Fund has created a network of approximately 
270 CDFIs: in distressed areas across the nation. CDFI activities leverage investments 
from banks, foundations. and other sources. 

• 	 Since the Fund's creation. it has made more than $190 minion in awards to community 
development institutions and financial institutions. This investmenl is expected to 
}everage three to four times the amount of the investments in total capital raised for 
CDFTs over the next rew years. In FY 1999, funding for the CDF! Fund was increased 
19 percent to $95 million. 

Strength"'1ed and Simplified the Community Reinvestment Act (CRA) 
• 	 In April 1995, the CHnton-Gore Administration refonned the eRA regulations to 


emphasize performance. 


• 	 According to the Nationa1 Community Reinvestment Coalition (NCRC)~ the private 

sector has pledged more than $1 !rillion going forward in loans to distressed 

cornmuruties - and more than 95 percent of these financial commitments bave been 

made since 1992. 


• 	 Banks made $l8.6 billion in corrnmmity development loans in 1997 alone. Lending to 
minority and low-income borrowers is also on the rise. 
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, 
135 Empowerment Zones and Enterprise Communities 
• 	 After pushing to have Empowerment Zones (EZ,) and Enterprise Communities (EC,) 

passed ,into law~ the ClintoflRGore Administration has designated 135 urban and rural 
EZs and Ees across the country. The First Round EZlEC initiative, which included 
105 EZslECs, was proposed by President Clinton and passed by Congress in 1993. 
The Second Round of30 EZslEC, was also proposed by the Presiden~ and in 
FY 1999 the President and Congress provided first·year funding for lbe new EZs and 
ECs, ' 

• 	 Desrgn?ted communities were chosen on the basis of their strategic revitalization 
plans. and receive special incentives and resources to help carry out their plans, The 
EZIEC initiative has already leveraged over $10 billion in addjtional public and 
private ~ector investment in community revitalization efforts. 

The Economic Development Initiative (EDI) and Section lOS LoaD Guarantee 

• 	 EDI grants are used to infuse capital into community development projects, enpancing 
the debt financing provided by the Section 108 loan guarantee program. Together~ the 
programs support critical econo~ic development in distressed communities, 

• 	 Estimated jobs supported by EDl and lbe Section 108 loan guarantee have grown by 
300,000 from 1994 to 1998. During this time period ED! and the Section 108 Joan 
guarantee program have funded $3,5 billion for more than 650 separate project 
commitments. 

Cleaning Up the Urban Em-ironment througb Brownfields Redevelopment , 
• 	 The Clinton-Gore Administration has launched a landmark effort, including the 

Brownfields Tax Incentive, to clean up and redevelop Brownfields sites. 
I, 

• 	 In total} the Brownfields act~on agenda has marshaled funds to clean up and redevelop 
up to 5,000 properties, leveraging between $5 billion and $2& billion in private 
investm1ent and creating and supporting 196j OOO jobs.

I 

", 	'. 
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APPENDIX 2 - THE 1997 BALANCED BUDGET AGREEMENT ALLOCATED 
MORE,THAN $70 BILLION FOR FAMILIES EARNfNG LESS THAN $30,000, 

, 

$18.5 Billion - Cbild Tax Credit for tbose Earning Less than $30,000 
• 	 As a result of the President's efforts) 13 million children from families receiving the 

EiTC will also benefit from the $500 child tax credit. 
I 

$24 Billion - Children's Healtb Insura.ce 
• 	 The Pr~sident insisted on increasing the investment for chHdren's health from 

$16 billion to $24 billion. Because of the President's leadership, this budget 
contain~ the largest investment in children's health insurance since the enactment of 
Medicaid in 1965. 

I 
$1.5 Billion - To Help Pay Premiums for Low~income Medicare beneficiaries , 	 , 

• 	 The Balanced Budget Act of 1997 established a "Qualified Individual" program to 
. help ~1¥icare beneficiaries ,with incomes up to 175 percent of poverty pay their 

premmms. 	 ' 

$12 Billion'- To Restore Benents to Immigrants ' 
• 	 The Prcl.ident restored disability and health benefits for 350,000 leg.l immigranrs 

who are currently receiving assistance or become disabled, ensuring that they wilt not 
be turnCd out of their homes. nursing facilities or become otherwise helpless. 

$1.5 BiIlloJ - Fond Stamps For Adults Looking For Work But Have Not Found Jobs 
• 	 The Balanced Budget Act of 1997 provided assistance through rond stamps to help 

a.dults who want to work but have not yet found jobs. 

$3 Binion 1 Welfare t. Work Programs 
• 	 The PreSident created a proposal that established a $3 billion Welfare to Work Jobs 

Challenge to move long-tenn welfare recipients into lasting jobs through. range of 
means including job placement efforts and wage subsidies (or private employers. , 

$7 BIDion (at least) - Largest Pell Grant increase in two decades 
• 	 Congress adopted President Clinton's proposal to increase the maximum Pell Grant to 

$3,000 T the largest increase in two decades. Approximately 3,7 million students 
have received the $300 increase j and an additiona1220,OOO low~ and moderate~ 
income Jfrunilies that were not previously eligible received Pel! Grants. 

I ' 
i 

$3 Billion (at least) - Tax Incentives to Revitalize Our Nation', Distressed Urban 
". Areas . 

• 	 A new tax cut to help clean up and redevelop Brownfields, with a three year cost of 
$1.5 billion expected to-leverage more than $6 billion for private sector cleanups 
nationwide. 

• 	 The budget also provided $1.65 billion for a second round of Empowerment Zones­
15 uroan and 5 rural. 
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APPENDIX 3 - THE CLINTON ADMINISTRATION'S NEW INITIATIVES TO 

HELP PEOPLE LIFT THEMSELVES OUT OF POVERTY 

, 
• Technology Literacy Program

! . 
; 

• GEAR-UP Initiative 
• 

• Reading Excellence Program 

• Youth Opportunity Grants 

• Community Development Financial Institutions Fund (CDFI) 

• Strengthened and Simplified the Community Reinvestment Act (CRA) 

• Empow~rment Zones (EZs) and Ente!],,'s. Communities (Ees) 
I 
; . 

• Econorriic Development Initiative (EDI) and Section 108 Loan Guarantee 

I 
• Brownfields Tax Incentive 

• $500 Pe~-Child Tax Credit 

• Children's Health Insurance Program (CHIP) 

• Established oflndividual Development Accounts (IDAs) 

• Welfare~to-Work Initiative 

• Passage ofWelfare-to-Work Tax Credit and Work Opportunity Tax CreditI . . 
• \Velfar~to-Work Housing Vouchers 
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Record Type: Record 

To: B C(l N, Reed/OPO/EO?, 
Lam;r;;"_*"'_........./ !ena Kagan/OPD/EOP, Cynthia A, Riee/OPO/EOP. Jeanne 

cc: 
Subject: PovertY Measures 

Gene !s likely to' talk to Bruce and Ja~k Lew about several pending issues related to the Cer;sus. ~';..::2 
Poverty Measures, I've sent over by red dot copies of the latest draft memo to principals {dated ~ 
S/26l that Gene just reviewed with NEe staff. a 10/22 summary from OMS of more alternative 
measures they'd like Census to include. and a draft outline of Census' report (though this appears 
to have changed a bit), Here's where things stand: 

, 
Back in late July, the major unresolved issue was whether Census should produce some 
unbenchmarked measures along with benchmarked measures. At our last mef;!ting on this (7120, 
which I think Elena al1ended), we also discussed whether staff were comfortable with what we 
thought was Census' plan to highlig~t only 3-4 measures and consensus was this should go to 
principals too. ThQugh there was talk of doing a principal's meeting on these issues thence draft 
memo}, it got overtaken by events. NEe staff were waiting to discuss the issues, and the memo, 
with Gene and that finallv happened this weekend. Gene doesn't think there's a need for a big 
meeting on this ~- instead he plans to talk to Bruce and Jack "sooner (ather than !ater~. , 
Benchmarking , 
Census was. and (Hill is. inclined to only publish benchmarked measures (so any alternative povery 
rates would equal the official 1997 rate in aggregate, though rates for diHerence groups might 
change)' Bruce, this was your preference anyway, but the fT'emo lays out lots of pros: and cons, 
It's my understanding is Gene hasn't taken a firm position on this but is generally sympathetic to 
keeping our options open. 

Number of measures 
As the draft memo and the OMS summary indicate. Census is planning to highlight 3-4 
"combination" measures. An earlier chapter of their proposed report will deal with a broader range 
of issues !such as geographIc variation and housing), but Census would then pick several 
combinations of thase variables to highlight. OMS feels very strongly thet Census should publish 
every permutation and combination. otherwise it will appear that decisions have already been made 
about which direction the Administration is heading, NEe also believes Census should highlight 
more measures (though maybe around 8 rather than 12). Earlier, we had thought Census would 
provide more info on the broader set of alternatives before highlighting the 3·4. It now appears that 
thay wi!! only provide minimal information about the broader set. 

It's my underr.tandin9 th~H the product Census plans to publish in Match is a report, not a notice in 
the federal register tor comment. However the research and academic community is eagerly 
awaiting thIs report and U. of WI has'already scheduled a big conference on it for April. The report 
is: not an otticial'indication of how the government intends to change the poverty measure; rather it 
is more like a response to the NASiNRC recommendation with a range of alternatives. 
Nevertheless, there's considerable concern from NEC and OMB about avoiding any percePtion of 
political influence and a feeling that if Census only highlights a narrow range of OPtions, it will 
appear that either there was influence, decisions had a!ready been made about some issues, or it 
might be harder to go back and pick up other options later. 



If there is a decision to suggest to Census that they highlight more measures, both OMB and NEC 
would argue that some of these should not be benchmarked. 

I don't have a substantive problem with having more measures highlighted -- this could diffuse the 
reaction to anyone alternative measure, and make it more technical/less political. However, from a 
process standpoint, telling Census to publish more measures may risk some of the same concern 
about meddling. If we do nothing, Census will likely highlight 3-4 benchmarked measures. I'd be 
glad to discuss if that would be helpful. 



August 25, 1998 

DRAFT MEMORANDUM FOR EOP PRINCIPALS 

FROM: •??? 

SUBJECT: 
I 

; RECOMMENDATIONS TO THE CENSUS BUREAU ON THE NRC-BASED 
. INCOME AND POVERTY MEASURES 

As discussed at the last EOP Principals meeting, in early 199Q the Census Bureau will publish an 
analysis ofaltemative measures ofpoverty based on the proposals contained in the 1995 National 
Research Council (NRC) report, Measuring Poverty: A New Approach, The purpose ofthis 
report is to analyze the effects of the individual recommendations made by the NRC panel. 
explain data issues, and highlight areas for future research. Because OMB is the statutory arbiter 
of the "official" poverty measurement methodology. the Census Bureau has asked for advice on 
the proposed'altemative measures to he highlighted (among many that will he published as part 
of the analy,is). 

Currently. to illustrate how the individual NRC reeommendations would fit together, the Census 
Bureau plans to highlight 3-4 "combination" poverty estimates, all of which would be 
henclunarked to. recent (likely 1997) poverty rate. (Note, however, that non-henclunarked 
estimates will appear in the analysis portion ofthe report.) We helieve they intend to highlight 
only benchmarked estimates in order to emphasize the differences between the NRC and current 
methodologies 'for measuring poverty, [and possibly because they believe that henclunarked 
estimates would he more palitieallyfeasible.] They plan to highlight only 3-4 estimates in order 
to anaIY1'.e the effe<:ts of combining several ofthe NRC reco~endations into a single measure. 

I 

There are two iSsues that warrant consideration. The first is whether we want to advise Census to 
bj~bli8ht a few:series that are not benelunarked, to advise that only benclunarked estimates he 
highlighted, or simply to remain silent on the issue (which will result in only benclunarked 
estimates being' highlighted). This decision does not settle the issue ofwhether, in the event the 
Administration does select a new official poverty measure, it would or would not be 
benchmarked. but it would make selecting a non~benchmarked alternative more difficult. 

The second issue is whether we want to advise Census to highlight more than 3-4 alternative 
f1l Jm.thodologies forealculating poverty (at this time we do not know which 3-4 they will choose)
V or to remain silent on the issue. 

In order to develop fully the issues involved. this memo has two parts. The first part explains the 
concept and presents the pros and cons ofbenchmarking. Much of this infonnation was 
contained in the background memo for the last Principals meeting; Yo'\! include it here for ease of 
access. The second part outtincs the potentia) implications of advising the Census Bureau to 
highlight some series that are not benchmarked and of advising the Census bureau to highlight 
more than 3-4 series. These two issues are related because the easiest way to increase the 
number of altcr?utive measures is to include non~benchmarked versions of the highlighted 

. 



measures. Also attached is an Appendix describing the implications of changing the official 
poverty line for Federal spending on. and eligibility for, a few tmportant social programs. 

, 

Part [, Background on Benchmarking 

Poverty measurement involves two concepts: (1) a definition of family resources j and (2) a 
"threshold" against which resources are compared to detennine ifa family is poor, The NRC 
panel recommends basing the threshold on expenditures On "necessities" (food, shelter, and 
clothing) plus "little more. However, the NRC panel cautioned that setting the ~ below 
which a family is considered poor is more ofan art than a science, The panel therefore suggested 
a range of alternatives and Jeft it to policymakers to determine the most appropriate levels. 
Specifically, the NRC panel recommends selecting the 30th to 35th percentile in the distribution 
ofannual expenditures on food, shelter, and clothing among families of four (two adults and two 
children), and then multiplying this expenditure level by between 1,15 and 1.25. Thresholds for 
other family si~s and types would be detennined by an equivalency scale ca1culation, 

I 

Because there is some discretion in the setting of the poverty threshold, Tahle I shows poverty 
rates between 1991 and 1996 using the current methodology (column I) and using three 
alternative ways to determine the threshold for the NRC experimental measure -- one 
henchmarked and two not benchmarked: 

I 

• 	 The "Seneltmarked" measure (column 2) is the NRC measure benclunarked to the 1996 
poverty rate; in this case the threshQlds are "'backed out" by first setting the new 
aggregate poverty rate to the current rate and then setting the th.re'sholds at the level that 
achieves this rate given the new resource definitions. ]n this case, the threshold falls to 
approximately the 25th percentile in the distribution ofexpenditures; 

• The "NRC EXj)erimen!a1 <midpoint)" (colwnn 3) is based on selecting approximately the 
32.5 percentile in the distribution of annual expenditures and then multiplying this 
expenditure by approximately 1.2 •• the midpoints of the NRC recommendations; 

• 	 The "NRc Experimental (lower boumll" (column 4) is based on selecting the 30th 
percentile in the distribution of annual expenditures and then multiplying this expenditure 
by US r the lower bound of the NRC recommendations. 

I 
Both the NRC Experimental "midpoint" and "lower bound" estimates would not match the 
current overall poverty rate and thus would be considered "not benchrnarked," 

[t is important to understand that benchmarking only assures that the aggregate poverty ratc is 
identical for the'official and the alternative measure in the benchmarked year. However, the 
distribution of poverty among subgroups will change whether or not the estimates are . 
benchmarked (see Table 2), (n general. working families and families with large out-of-pocket 
medical expenses would more likely be measured as poor, and nonworking families with 
substantial in-kind benefits would less likely be measured as poor with the NRC experimental 
series. This would have geographic as well as subgroup poverty rate implications. For example, 



, 
the estimated poverty rate would increase in the northeast and west, and decline slightly in the 
south with a benchmarked measure, but would increase in al1 regions with a non·benclunarked 
measure. And, even though the relative proportion ofpoor who.are Black declines under both 
alternatives (not shown in Table 2), the estimated Black poverty rate fans with benchmarking but 
rises or stays constant with a non~benchmarked measure, )n addition, both historical and future 
trends wouJd differ, For instance, the benchmarked measure would be identical to the current 
rate in 1996 but higber in 1991, (The faster fall using the alternative measure is largely due to 
the expansion in the EITC.) 

In addition l it ~s important to note that a variety of non~benchtparked estimate..~ are already 
available in the public domain, Some ofthese have been published by Census in earlier \vorking 
papers~ some are available from individual researchers who have worked with the NRC report. 
Hence~ highlighting only benchmarked alternatives does 'not mean that non~benchmarked 
estimates are not available from government publications. 

, 

Pros and ConS'QfBenchmarking and Not Benchmarking 

Pros ofbenchmarking: 
• 	 Focuses the arguments on the relative distribution ofwho is poor rather tlmn on how 

many people are poor; experts would say that the results on the dislribution ofwho is 
poor are more objective and scientific than those on the total number ofpoor. 

• 	 May provide an easier transition to the new official measure ofpoverty because there will 
not be a change in the overall level of poverty. (Critics, of course, will still cbarge that 
this level is arbitrary.) In addition, with a bencJunarked measure it may be easier to 
implement changes in the poverty guidelines issued by HHS for program purposes. 

, 

Cons ofbenchmarking;
• 	 There is a perceived illogic in using an overall poverty rate from Ii method we say is 

flawed to detennine a key part ofa methodology we say is better .. 
. 

• 	 Violates the NRC recommendation that the threshold should be based on the 30th-35th 
percentile in the expenditure distribution. In order to benchmark. the threshold falls to 
about the 25th percentile of expenditures on fond, shelter, and clothing. This may subject 
us to a charge of not followi.ng a nonpartisan expert panel, and may raise questions: of 
motive.­

• 	 Highlights the distributional consequences of moving to an NRC-based alternative morc 
clearly than under the non-benchmarked alternatives (although they have the same 
distributional consequences); for instance the poverty rate for Some groups would faU in 
absolute terms with benchmarking, 

Pros of1101 benchmarking: 
• 	 Incorporates the recommendations of the NRC panel, based on their professional 

judgement from the best available evidence (though, as noted, this judgement is 

http:followi.ng


, 
j 

subjective), and therefore provides some limited political cover., 

Cons ofnot benchmarking; 
• 	 Results in a higher poverty rate (a1though the trends overtime are similar.) 

Part II: Key Decisions. 

BenchmarkinJ 

There are basically three options; (1) Advise the Census Bureau to highlight some non~ 
benchmarked estimates along with benchmarked estimates; (2) Advise the Census Bureau to 
highlight only henchmarked estimates; (3) Remain silent on the issue (with the likely result that 
Census will only highlight benchmarked estimates). 

Pros ofadvising the Census Bureau 10 highlight some non~bel1chmarked estimates 
,. 	 Keeps the option of non-benchmarked estimates in the public dialog, which may preserve 

the option of not benchmarking when amlifwe decide to move to anew official measure 
of poverty. 

• 	 Narrowing the range ofoptions in any dimension may be perceived as moving us closer 
to a fina1 deciSion, and might limit our flexibility. 

• 	 The Census report may appear more credible if it includes a non-benchmarked . 
alternative, given that the NRC's recommendation did not involve bencbmarking. 

, 
" 	 If we decide to change to an NRC~based measure as the officia1 measure ofpoverty and if 

we decide to benchmark the officia1 measure, it may make the change look smaH 
compared to selecting the non~bencbmarked alternative. It gives us an ability to look 
·"reasOlili.ble» by adopting a less extreme change., ,, 

Cons ofadvil,ing the Census Bureau to highlight some non-benchmarked estimates 
• 	 Critics may use the estimates published by the government to say that poverty is really 

higher than the current rate, 
l 

I 


• 	 Altema~ively, some ofour traditional allies may like the non-benchmarked estimates and 
fccl abandoned should we ultimately choose to benchmark. 

I 
Pros ofadvi!;ing the Census Bureau to highlight only henchmarked esOmates 
• 	 It may raise less of a political "uproar" about the extent of poverty. This would be 

particu!ru-Iy valuable if we believe we are likely to benchmark any new official measure 
anyway., 

Cons ofadVising fhe Census Bureau (0 highlight only benchmarked estimafes 



I 
! 

• 	 It may:make it more difficult not to benchmark in the future. 
I , 

• 	 IfCensus does not closely follow the NRC recommend.tion (and only highlights 
benchmarked estimates), it may appear that it had been inappropriately influenced by 
political considerations, particularly since non~benchmarked estimates are already in the 
public dom.in, 

Pros ofremaif,ing silent on the issue ofbenchmarking 
• 	 Given that. at this point, Census plans to highlight only benchmarked estimates this 

contains all of the advantages of advising Census to only present benchmarked estimates 
outlined abovc. 

I 

I 
• 	 In addition. it may give us political cover by allowing an independent, statistical agency 

to make the judgement about how the level of poverty should be measured for analytical 
purposes,, 

Cons ofremaining silent on the issue ofbenchmarking 
• 	 Likely (hecause Census currently plans to highlight only bencbmarked estimates) 

contains all of the cons of advising Census to present only benchmarked estimates. 

• 	 We may not want Census to make the decision that non-benchmarked estimates will not 
be highlighted without our input 

Recommendati~n: The BOP Policy Working Group does not have a recommendation regarding 
the Administration's advice to the Census Bureau regarding benchmarking. 

Number Qf Highlighted Series 

The second issue to be detennined is whether we want to advise the Census Bureau to highlight 
more than 3 alternative ways ofcalculating the rate of poverty. Our options are: (l) advise the 
Census Bureau to publish more than three series or (2) remain silent on the issue. 

I, 
Pros ofadvising Census to highlight more than three series 
• 	 Highlighting more alternative measurements of poverty may give us more flexibility in" 

the fu~e should we eventually choose to change the methodology by which we calculate 
the officia1 poverty rate. 

Cons ofadvising Census 10 highlight more than three series 
• 	 The report may become more confusing. 

• 	 It may raisc the specter of political influence on the Census Bureau. 



Pros ofremaining silenr On the number ofhighlighted series 
• 	 Again, it may give us political cover by allowing an independent> statistical agency to 

make the judgement about the best of the alternative ways of calculating poverty. 
I 

Cons ofremai~ing silent on the number a/highlighted series 
• 	 The Ce:nsus Bureau may only publish three of them which may narrow our options in the 

future. I 

Rccommendatipn: 'Ibere is a strongly held view among the EOP Policy Working Group that 
more than 3 altematives sltould be highlighted . 

. 
Table 1. Poverty Rates and ThreshQlds under Alternatiye Measures, J 991 ~96. CPS 

Official 
measure 

! 
I 

Poverty Rates I 
1991 ! 14.2 
1992 

, 
14.8 

1993 15.! 
1994 14.6 
1995 13.8 
1996 13.7 

Thresholds for 2 adults 
and 2 children (in dollars) 

1991 13,812 
1992 14,228 
1993 14,654 
1994 15,029 
1995 15.455 
1996 15,911 

Benchrnarked 
to 19% 

14.5 
15.3 
15.7 
14.7 
13.8 
13.7 

11,891 
12,249 
12,616 
12,938 
13,305 
13,698 

NRC 
Experimental 
(midpeint) 

NRC 
Experimental 
(lower bound) 

18.9 
19.6 
20.2 
19.0 
18.2 
18.0 

16.7 
17.4 
18.0 
16.8 
16.0 
15.8 

13,891 
14,309 
14,738 
IS,llS 
15,543 
16,002 

12,883 
13,270 
13,668 
14,018 
14Al5 
14,840 

I 
; 



Table 2. PQv~ru: Rilles under Alternatiye Measures, 1926, cpS 

All persons 

I

Children I 

Nonelderlyadults 

Elderly I 

White 
Black I 
Hispanic origin 

, ,, 
One or more workers 

Persons in family of type: 
Married couple 
Female,ho1l..o;eholder 

Geographic regions: 
Northeast 
Midwest 
South 
West 

Metropolitan/Central City 
Not Central City 
Nonmetropolitan 

Official 
measure 

13.7 

20,5 
11.4 
10,8 

11.2 
28,4 
29,4 

9,5 

6,9 
3S,8 

12,7 
10,7 
15,1 
15.4 

19,6 
9.4 


IS.9 


Benchmarked 
to 1996 

13.7 

18.1 
11.5 
15.6 

11.8 

25,2 

28.5 

10,0 

7,8 
32.3 

14.3 
10.3 

14,2 

16.1 

19.2 

10,6 

13,5 


NRC NRC 
Experimental Experimental 
(midpoint) (lower bound) 

18.0 15.8 

23,8 
15,0 
20.4 

20,9 
13,2 
18,0 

15,6 
32,0 
37,7 

13,7 
28.5 
33.1 

13,6 11.8 

11.1 9,5 
40,4 36,3 

18.8 16,5 
13,8 12,1 
18,3 16.2 
21.0 18.5 

24,7 21.8 
14.1 12.4 
17,5 IS,S 



Technical Appendix: 

What a Change in the Official Measure of Poverty Would Mean for Social Programs 


At the last meeting, there was an interest in understanding the implications for social programs of 
moving to a new official measure ofpoverty , Although at this time we do not have a definitive 
analysis of many ufthe implications for these programs, we do have some further information 
tbat may be helpful. 

This Appendix describes how the official statistica1 poverty thresholds affect the calculation of 
eligibility for social programs and gives a rough illustration o(the potential effect on some of the 
larger programs, such as Medicaid, of implementing a benchmarked version of an NRC-based 
poverty measure. 

The Relationship Between the Official Puyerty Mc@sure and Social ProgOlDls , 
The official pO,verty. measurement primarily affects programs through the administrative poverty 
guidelines a series of simplified poverty thresholds published by HHS. In fae~ most no.grant 
programs and all the big programs, such as Medicaid and Food Stamps that are affected by the 
poverty measure are tied through the guidelines. It is important to stress that the guidelines are 
not the same as the povcrty thresholds used by Census to calculate the actual poverty rate, but are 
tabulated by HHS and include a variety ofsimplifying changes to those thresholds. As a result, it 
is impossible to simulate the program effects -of a change in the official poverty threshol,ds 
without making some assumptions about how HHS would change their calculation of the 
guidelines under an alternative measure ofpoverty., 

. 
In addition, there is no consistency across programs in how family income and eligibility are 
measured. 1bis means that while the guidelines may change, some programs could alter 
eligibility by changing either their definition of family resources or by changing the multiple of 
the poverty guideline below which a family would he eligible (e.g., eligibility for some programs 
could he based on 130'10 or 115% of the poverty guidelines). For nearly all programs, a cbange 
in definition of:resources or in the multiple ofthe guidelines would require legislatjon • ., 
Should the Adrttinistration choose to change bow poverty is calculated, the amount of Federal 
spending and the numbers of individuals eligible for these programs would be affected unless the 
current method/or calculating the guidelines and/or eligibility requirements are also changed. 

, 
The method by'which HHS transfonns the official statistical measure of poverty thresholds into 
poverty guidelines, though publicly available. is not set by legislation or regUlation. The 
Administration could revise the methodology by publishIng the change in the Federal Register. 
Making such an important change without Congressional involvement and approval. however. 
may anger the Congress - who could remove this authority from the Executive Branch. 

I 

I 




I 
I

An lIIustratioD ,, 
The following estimates are ba')ed on an exercise in which: 

• 	 the poverty guidelines (as issued by HHS) are assumed to be based on the NRC-based 
poverty measure 

• 	 while program eligibility criteria are left unchanged, 

It is important to emphasize that these estimates are preliminarY and based on the infonnation 
OMS had available without going to ou~ide agencies, such as HCFA. 

The Alternative Thresholds 

• 	 Under the current proceOure, the poverty guideline for a family of two adults and two 
children in 1996 is $15,9H. The NRC reference (i.e., non-benchmarked) level is 
$16,002. Although the thresholds are similar, the poverty rate is significantly higher 
using tl{e NRC recommendation because income is reduced by out-or-pocket medical 
expenditures, child care, work expenses, and taxes before the comparison is made (which 
has a larger effect than adding EITe, food stamps, school lunches, and rental assistance 
to income), Because of the significant change in poverty rates under this scenario. the 
analysis fucuses on the alternative below, 

• 	 Using the NRC recommendation but "benchmarkingH to match the official poverty rate in 
1996 (13.7 percenl), the equivalent 1996 guideline would be SI3,698. Therefore, if/here 
is no concurrent adjustment in the definition offamily resources, the distribution of 
eligible jndividuals would change and many individuals would lose eligibility for 
programs, 

Specific program effects 

Mandatory Programs 

Medicaid 

Assuming no change in State eligibility criteria in their waiver programs or in poverty·related 
optional eligibility categories (which are easy to do). a benchmarked NRC poverty measure (with 
no geographic adjustment) would result in an estimated one minion fewer full-year equivalent 
enrollees) 850,000 of whom would be children. Federal spending would decline by $1.5 billion 
in the first year,-and $7 to $8 billion over five years. These etfects would be felt by pregnant 
women, infants and children up to age 6 in families with incomes under 133 percent of the 
poverty level~ at,ld children 6 to 19 years old in famiHes at or below the poverty level. Other 
poverty-related eligibility groups include people covered hy Medicaid under waivers, those 
covered under optional poverty-related eligibility expansions (mostly pregnant women and 
children), and Medicare beneficiaries who receive Medicaid reimbursement of Medicare cost-

I 



sharing and premiums. These numbers are not official estimates and have not been reviewed by 
Department actuaries, 

I 
States could potentially fix these adverse effects through waivers or through their existing 
'authority to alter their rnethooology for evaluation of income and expenditures, though they 
would save money if they did not. Alternatively) the Administration could aJter the guidelines to 
negate these effects, although doing so would expose us to HiJI criticism. 

food Stamps i, 
For food stamps, OMB estimates a reduction of about 1.0 mHiion participants, However, those 
partIcipants wquld be the ones who currently receive the smallest benefits, and so the reduction 
in Federal cost would be only about $280 million per y<!ar at current levels. 

Discretionary Grants 

Again assuming a benchmarked NRC-based poverty measure (without geographic adjustment), 
OMB estimates significant shifts in the distribution across States in their share of the total 
number ofpoor and therefore in their likely funding through poverty-related grant programs. 
States that have higher poverty rates would receive higher shares ofmost grants; States with 
lower poverty (ates would receive less. While this would be a logical (and desirable) result ofa 
refined measure of poverty) it would raise political conflicts, (The estimated State impacts are 
based on iucollle data averaged over the most recent three years to reduce sampling error in 
single year data at the State leveL) 

Tjlle I of the Elementary and Se<:ondm:y. Education Act 

Poverty is one of three criteria for the distribution of funds for Title I, see Table3. Ten States 
would receive increases of at least 20 percent in their shares of total poor children aged 5 to 17. 
On the other si~c; the District ofColurnbia, Alask.a and Hawaii would experience dccrcn.'ies of at 
least 20 po"",ol. New York would lose 12 percent; California would lose I 0 percent. Funds are 
further distributed according to poverty incidence at the school-district level, however OMB docs 
not have data tq estimate how this step would change the final allocation, 

I 
Hea<lStart 

I 

In Head Star1, the State share of poor children up to age 5 is a factor in the distribution oftwo~ 
thirds of program funds, see Table 4. Six States would have an increase of20 percent or more in 
their share of such poor children. Alaska, Hawaii and the District of Columbia would experience 
at least a 20 percent decrease in their share of eligible poor children, 



The shifts among: States in their shares of poverty among eligible WIC recipients would result in 
seven States experiencing at least a 20 percent increase in their share while three States and the" 
District of Columbia would lose at least 20 percent. 

Children's Health Improvement Program (CHlP) grants would be affected by changes in 
measured poverty. Five States would receive at least 20 perc~nt increases in their shares, while 
New York) the District ofColumbia, Alaska and Hawaii would lose at least to percent. 

Other Big Programs, 
I 

Finally, CDB9 and other HUD programs use the official poverty rate as one of two factors 
detennining t~e allocation of grants. However, OMB is unable to provide estimates without 
involving HUP, 



OrU) 

October 22, 1998 

Experimental poverty measures 

By the end of the technical advisory group meeting yesterday, Census seemed to be , 
planning to include the following combinations in Part IV of the upcoming report. 

Census 1: The full array of NRC recommendations, but with the NRC threshold 
level set so that the overall poverty rate is the same as the official rate for 1997 
(i.e" ibenchmarked"). 

Census 2: Census 1, but not implementing the NRC recommendation for 
geographic variation of the thresholds. 

Census 3: Census 1, but refiecling variation in medical needs by vanation in the 
thresholds instead of by subtracting medical out-ol-pocket expenditures (moop) 
Irom resources. . 

Census 4: Census 1, but reflecting varialion in moop, plus necessary child care 
and other work expenses in the thresholds rather than by subtractions from 
resources. 

, 
Two points to note. First, all Census combinations are 'bench marked. " They all would 
have overall. poverty rates equal to the official 1997 rate. Second, programming for 
Census 3 and Census 4 has not been done yet. These alternatives were finally 
included after an August meeting with outside experts hosted by The Brookings Institute 
and the Institute for Research on Poverty, For the most part, programming to 
implement Census 3 and Census 4 will amount to Simplifications of Census 1, but there 
are conceptual issues still being worked, and Census staff caution that Census 3 and 
Census 4 may no1 be practical for inclusion. 

The OMB suggested alternatives total twelve. The dimensions ofvariation suggested by 
OMB are mostly the same ones underlying the Census alternatives, 
However, unlike the Census combinations, the principle behind the OMB approach is to 
vary.systematically along these dimensions, in order to avoid highlighting some as 
favored over others. 

The OMB dimensions of variation are: 

Geography . 

OMB A: Vary thresholds,by geography. 

OMB B: Do not vaiy thresholds by geography. 


Medica~{)ut-of:pocket expenses and work expenses 

OMB:C. Subtract moop and work expenses from income. 

OMB,o: Vary thresholds by moop and work expenses, 




Threshold level 
, OMB' E: Set reference family threshold at NRC recommended level. 
OMB F: Set it to "benchmark" to the official poverty rate, 
OMB' G: Set it equivalent to the current threshold on a comparable basis, 

, , 

The twelve OMB combinations and their Census counterparts are: , 

OMB'1:AC6 
OMB 2: ACF Census 1 
OMB,3:ACG 
OMB4:ADE 
OMB' 5: ADF Census 4 

~MB,6:AD~ 
OMB,7: BCE 
OMB,8: BCF Census 2 ' 
OMB9: BCG 
OMB:10: BDE 
OMS 11: BDF 
OMB' 12: BDG , 

Census 3 hks no exact OMS counterpart, It includes moop in the thresholds and 
subtracts child care and other work expenses from resources, ' 

In summal)': Census does not include one of the dimensions of variation that OMB 
recommends - threshold level- and does not val)' the other three dimensions 
systematically. Census does not propose to show a combination that includes moop 
and work expenses in the thresholds but does not vary the thresholds by geography, 
(OMB 11) 

i 
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TABLE SHELL PLA.'1S 


, 
Section III. Marginal Effects; 

Each sub-section within section III of the report outline will include a table presenting poverty 
rates for all persons under the official measure and under each individual variation measure. The 
variations in 1lI.A. on the thresholds will be eompared to official money income in compare the 
effect on poverty rates, and the variation in III.B. on the resource side will be compared in the 
official thresholds. The variations presented in section III.C. require adjustments to both 
thresholds and resources . 

. , 

Each set ofestimates win represent one variation on the official measure. The following page 
presents the planned tables listing the measures thet will be eKarruned. Sub-sections may include 
additional tables needed in elucidate particular issues, however, most detail will be included in 
the technical appendices. 
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TableA1. Number Poor and Poverty Rates: '1997 
.-------------------------­

Poor 
Number Percent 

Qffl!;iaLMe.as.UIJl 

Equivalence Scales 

Using (adults'" P • chHdren),f 
f=0.65 p=O:70 I 
f=0.75 p=0.70' 
f=0.70 p=0.70 
f=0.50 p=1.00 I 
f=0.65 p=O.85 
f=0.66 p=1.00 

Belson Scale 
Canadian Scale 

GeographIc Adjustment 

NAS Geographic Adjudtment 



J..R~liQur.c"es 

Table 61, Number Poor and Poverty Rates: 1997 

Poor 
Number Percent 

I 

Foodstamps and School lunch 


With foodstamps 

With school lunch 


, 
Housing Subsidies: 

Valuation mathods: ' 
1985AHS " 

1997 AHS 

Modell 

Model II 

FMRs 


, 
Energy Assistance: 

, 

Wrth energyassistance, 

Work related expenses Including child care 

Child care expense only - NAS model 
Childcare expense only - medians 
Other work-related eXpenses only 
All expenses - child care NAS model 
All expenses - child care medians 

Taxes 
i 

SocIal Security Taxes 
Federal Income Tax' 
+ EIC 
State Income Tax 
All taxes 

Medical Care 

Deducting MOOP 
Adding fungible value of Medicaid" 
Adding fungible value of Medicare 

i 



Table Cl, Number Poor and Poverty Rates: 1997 
---,-----..--------­

Poor 
Number Percent 

----------~------------------------------

I 
Owner occupied housing , 

Thresholds by housing tenure 

Unit of analysis 

Cohabiting couples i 
HousematelRoomate: 
Household 



TABLE SHELL PLANS 


Section IV. Combination Measures: 

There are several tables planned here. There will be three (or four) combination measures 
selected, which Icombine many of the dimensions examined in section 111 in different ways, for 
ilIustra~ion. Weibegin with a general table showing poverty rates for combination measures for 
several summary subgroups. Another table shows the distribution of the poverty population 
relative to the total population under the different measures. Next is a table with more detail, 
finer age groups, education status, and other selected characteristics. The final set of tables wiH 
display time.seryes estimates ofall combination measures. 



--------------
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Sectkm IV, Combination Measures 
I 

Table 1, Pnverty Rates' 1997 

All persons 

ChilarM 
Nonelderryadults 
Elderly 
White 
Black 
Other 
Hispanic origin 
No workers 
One or more workers 
In famUy'of type. 

Married couple 
MaJ$ Householder 
Pemale Householder 

Geographic regions: 
Northeast 
MldWflt 
South 
West 

MetrOpOlitan Area 
Central city 
Not central city 

Nonmetropootan A:ea 

Official Experimental Measures 

Measure Exp1 Exp2 Exp3 


Table 2, Distribution ofthe ~oputation: 1997 

Population Poverty Popylalioo 

Offroial Measure experimental Measures 
Exp1 Exp2 Exp3 

All 

ChiJdNn 
Ncmelderfy adultS 
Eklorty 
White 
BI_Oth., 
HispaniC 0rigin/2 
No workers 
One (,If more woJ1(efS 
In family of type: 

Married couple 
Male hOusehOlder 
Female Householder 

Geographic regions: 
Northeast 
Midwest 
South 
West 

Metropolitan Area 
Central city 
Not central city 

NonmwopoUtan Area 



--

Soction IV, Combin:atiQIl Measures 

Table 3: Poverty Rates by Detailed Characteristics.: 1997 

Offi~.1 Experimental Measures 
Meawre 

EXP1 EXP2 EXP3 

AJI persons 

l\Qft.g[ou.os 
Less than 3 years 
3106 
{) to 12 
12 to 18 
181022 
22 to 45 
451055 
551060 
601065 
651075 
75+ 

Race/Origill 
VVhItG not HispaniC: 
_HIspanic 
Black not Hispanic 
Blad<HltIpaniC 
Other not Hispanic 
Other HIspanic 

family aIze 

One person 


2 

3 
4 
5 
6 
7 
8 
9 

10+ 

Marital atatvs 
Manied spouse present 
Married spouse absent 

Oivoreed 
Never manied 

Gender 
MaI& 
Female 

educatiOn 
No high school diploma 
High SChool diplomaSomo_ 
Conege degree 

~ 
Native 
Naturalized citizen 
Not a citizen 

http:l\Qft.g[ou.os


--------------------------------

SectlQn IV Time Serles I 

Table 4: Poverty Rates: 1990 to 1997 

OffIcial povorty measure 

1990 1991 1992 1993 1994 1995 1996 1997 

All persons 

Children 
Noneiderfy adults 

Elderly 

White 
eloel< 
Other 
Hispanic origfn 
No workers 
One or Il'IOI'e worl<ers 
In famlfy of \)Ip.: 

Married co!'!ple 
Male Householder 
Female Householder 

Geographic regions: 
Northeast 

M_. 

South 
West 

Metropolitan Area 
Central city 
Not centra! city 

Nonmetropolitan Alea 

Experimental measureo - controlled to 1997 rate forall persons 

1990 1991 1992 1993 1994 1995 1996, 1997 

AIlpe!"8OM 

Children 
NOMldedy adults 
Elderfy 
WhI1a 
Black 
Other 
Hispanic origin 
NOWQmers 
One or more wort«:ers 
In family of typo: 

Mon1od coupleMola __ 

Female Householder 
Geograpllle "'91000: 

Northeast 
Midwest 
Soulh 
West 

Metropolitan Area 
Central city 
Not central cI\)I 

Nonrnetropolitan Area 
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Welcome to the press briefing on the 1997 income and poverty estimates. Your press 
packets contain a press release. a copy ofrny remarks. a copy of the charto; I will be using today, 
and the two reports we are releasing. Additional unpublished detailed tables can be obtained 
from the Census Bureau directly Of on our web site. 

Let m~ introduce some of the analysts' who worked on the reports; they will be available 
to answer'yoUr questions after the briefing; Charks Nelson (Assistant Division Chief), Mary 
N.iteh (Actirig Chief of the Poverty and Health Statistics Branch), Edward Welniak (Chief of the 
Income Statistics Branch), and the primary authors of the reports, Robert Cleveland, Joe Dalaker, 
Carmen DeNavas-Wall, and Arthur Jones, I'd also like to thank all the Field Representatives who 
work so hard to collect these data, 

Please hold your questions unless It's a technical clarification. The main presentation 
should take about 20 minutes, ,,

Let me first swrunarize the main findings. Increases in income and declines in poverty 
were widesp~ad in 1997. For the third consecutive year, households in the United States 
experienced an annual increase in their real median income. Between 1996 and 1997, median 
household income adjusted for inflation increased 1,9 percent, to $31,005 (that means that half of 
households had incomes above $31,005), In addition, the poverty rute reU from 13.7 percent in 
1996 to t 3.3 percent in 1997. Despite this increase in income, however, the number of poor 
remained statistically unchanged - the number of poor in 1997 was 35,6 million people. In 
statistical terms, both median income and the poverty rate have returned to their 1989 levels. 
Finany, there was nO'change in income inequality from 1996 to 1997. 

Data from the March Supplement to the Current Population Surveyor CPS are the basis 
for these statistics. The CPS is a sample survey of approximately 50.000 ho~eholds nationwide, 
conducted each month for the Bureau of Labor Statistics. These data reflect 1997 and not current 
conditions. I 

As in all surveys, the data in these reports are estimates. subject to sampling variability 
and response errors. All statements made in the reports and in this briefing have been tested sta­
tisticaJly. All historical income data are expressed in 1997 dollars and were adjusted using the 
Consumer Price Index; inflation was 2,3 percent between 1996 and 1997, The poverty 
thresholds are updated each year for inflation as well; for a family of four in 1991 the threshold 
was $16,400, for a family of three, $12,802, 

This c~art presents the key estimates of median household income, As I noted earlier, 
median incomb for all U.s, households rose 1.9 percent or $100 between 1996 and 1997 to, 
$37~OO5, Households in all regions except the Northeast experienced a significant increase in 
, I 
mcome, I 
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1991·2 

After .adjusting for inflation. median hou~hoJd income is now equal to its 1989 level, the 
most recent business cycle and income peak, Overall. median household income has risen 172 
percent since' 1967. the first year median household income was computed. 

The ppverty rate for all persons declined significantly by one-halfa percentage poin~ 
from 13,7 percent in 1996 to 13.3 percent in 1997, I The ntunber of poor did not change 
statistically from t996 to 1997, Despite the overall reduction in the U.S. poverty rate, there was 
no statistically significant change in any region. The number of poor is now 32 million above 
tbe 1989 level when 32.4 million poople were poor and tbe poverty rate was 13.1 percon!. 
However, the. number of poor is now 3.1 million people below its most rC(;ent peak: of39.3 
million in 1993, 

This riext chart presents the changes in real median household income by race and 
ethnicitY between 19% and 1997, Households with a White householder had a 2,5 percent 
increase in income. those with a Black householder had a 4.3 percent increase, and those with an 
Asian or Pacific Islander bousehold~ had no significant increase. Households with a Hispanic 
householder, ,who may be of any race, had a 4.5 percent increase ln median income between 1996 
and 1997.1 , ' 

Per capita income showed an increase between 1996 and 1997 only for Whites among the 
race groups, and also for Hispanics. 

As this next chart shows. there was a different pattern for poverty by race and ethnicity 
than for inco~e. Blacks experienced a decline in their poverty rate by 2,0 percentage points, 
down to 26.5;percent. Similarly, Hispanics experienced a decline in their poverty rate by 2.3 
percentage pOints, down to 27.1 percent, which was not statistically different from the rate for , . . 
Blacks, Compared to the overall poverty rate of 13.3 percent, both poverty levels remain high. 
Nevertheless,. as this pie chart shows, more than two-thirds ofall poor are \Yuite and 46 percent 
of all poor are non-Hispanic Whites, 

Children are 40 percent of the poor though they are but 26 percent of the total population, 
Their poverty rate is higher thun for any other age group, 19.9 percent in 1997, unchanged from 
19%, but down from its recent peak of22,7 percent'i,; 1993. Poverty for children has been at or 
above 20 percent since the early 1980's, 

, ~The r~al median earnings of men who worked full time, year round increased-by 2.4 
percentbetwc-cn 1996 and 1997, white that for comparable women rose by 3,u percent,) This was 
the firSt· year ~hat full-time year-round male workers experienced an increase in their median 
earnings since 1991. The ratio offemale-to-ma1e earnings for full-time year-round workers 
remained at its all-time high, 74 percent.. 

I. 'The difference rounds to 0.5 even though the difference in the rounded percentages for the two years 
is only 0.4. 

2. The differences among the 1996-l997 percen1 changes in median household income for the race and 
Hispanic origin groups were not statistically significant., 

3. The difference between the percent increases. in the earnings ofrnen and women was not statistically 
Significant. 



1997-3 . 
As I ~entioned earlier, increases in income and declin~s in poverty were widespread in 

1997. As a result, statistically speaking many population groups have reached or surpassed their 
1989 peak le~els. The groups that have surpassed their 1989 levels of median household income 
are households whose householder is Black, all family households, married-couple households, 
households with a householder 55 to 64, households located outside metropolitan areas, and 
households in the Midwest and the South. 

This companion chart shows the groups whose poverty rates have come down to or are 
below their 1989 levels. Those whose poverty rates are below their 1989 level are Blacks, the 
elderly, those in the Midwest and the South, and married-couple families. 

It is clear that the economic recovery to 1989 I~vels is quite widespread. The most 
notable group whose recovery seems to have been delayed is households and individuals in the 
Northeast. They however had the largest increase in median household income in the 1980s of 
any region. 

This is the fourth consecutive year in which there was no year-to-year change in overall 
income inequaliti-- there was no statistically significant change in quintile income shares 
between 1996 and 1997 nor did the Gini index of inequality show a change between 1996 and 
1997. : 

Based on a comparison of two-year moving averages, real median household income 
increased between 1995 and 1997 for twelve states and fell for four. In the same period, three 
states had adrop in their poverty rate while two showed an increase. 

The Census Bureau also produces a series of experimental estimates of income, in an 
attempt to gauge the effect on income and poverty of noncash benefits and taxes, which are not 
considered in'the official measures. Seventeen experimental definitions of income are computed, 
and tables based on those results are presented in the reports. 

The B.ureau's research in this area has shown that the distribution of income is more equal 
under a broadened definition that takes into account the effects of taxes and noncash benefits 
than under th~ official cash income definition. Gove:!!!ment benefits playa much more equal­
izing role on income than do taxes. 

Valuing noncash benefits an~ subtracting taxes also affects the estimated poverty rate. 
Under the broadened definition of income, the estimated poverty rate was 10.0 percent or 26.9 , . 
m~lIion people, compared to 13.3 percent and 35.6 million people under the official income 
de'finition. Regardless of the method" chosen to measure' income, as you can see in this chart, the 
pattern of change in poverty over time is similar. 

Census Bureau and the Bureau of Labor Statistics researchers are examining the 
recommendations of a recent National Academy of Sciences panel for changing the official 
poverty definition. We expect to release a special report on the effects of these recommendations 
on poverty measures this Spring, You can follow our progress on a special "Poverty 
Measurement~' web site: [http://www.census.govlhhes/www/povmeas.html]. 

In the past, we have usually released information on health insurance coverage at this 
press conference as well. That information is available in a press release to be sent this afternoon 
under embargo until next Tuesday. 

Let me call to your attention that this is the fiftieth anniversary of income data from the 
Current Population Survey, The Census Bureau will release a special report at a press conference 

http://www.census.govlhhes/www/povmeas.html
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next Tuesday to mark the occasion. We have invited a panel of four distinguished economk 
experts to c~~ent on the usefulness 9f these data for understanding OUI economy and society. 
The panelists are Katharine Abraham, Commissioner of Labor Statislics; Alan Blinder. Professor 
of Economics at Princeton University; Marvin Kosters. Research Scholar at the American 
Enterprise Institute; and Charles Schultze, Senior fellow Emeritus at th!! Brookings Institution. 

Let me again summarize the main findings. For the third consecutive year, households in 
the United States experienced'an annual increase in their real median income. Between 1996 and 
1997, median household income adjusted for inflation increased 1.9 percent, to 537,005, In 
addition, the poverty rate fell from 13.7 percent in 1996 to 13.3 percent in 1997. Despite this 
increase in income. however. the nwnber of poor remained statistically unchanged - the number 
of poor in 1~97 was 35.6 million people. Finally. there was no change in income inequality from 
1996 to 19~7. 

I'll be glad to answer questions from the press at this time. Pl.ease identity yourself and 
your affiliation. 

I 

I 
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Highlights 

Increase in real median household income of 1.9 percent 
from 1996 to 1997 

• $37,005 in 1997 
• Now at 1989 level 

Decline in poverty rates; no change in number of poor 

• 35.6 million poor 

• 13.3 percent poverty rate 
• Poverty rate now down to 1989 level 

No change in income inequality from 1996 to 1997 

Source: Census Bureau, March Current Population Survey. 
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') ­ Median .Housebold .Income by 
.. Region: 1996 and 1997 1996 

- 1-997 
(In -1997 dollars) 


. \ 

.i 

$36,306 $37,005 . 

United States Northeast Midwest - South West 
, (1.9% increase) (no change) (2~4% increase) (3.6% increase) (3.1% increase)" 

Source: Qensus Bureau, March Current Population SurVey. 
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~edian Household Income 'by 

Region: 1996 ail~ 1997 .' 


(In,1997 dollars)' 
-. ~. 

", 
., ".,r' 7' 

" ',' 

Region. ,1996 ,1997 

" United States' $36;306 . $37,005' 
Northeast $38,264 $38,929 
Midwest $37,418 $38:316 ' 
South $33,166 $34,345' 
West' $37,977' $39 j 162 

,. 
Source:\Cerisus Bureau, M'arch'Current Population Survey. 
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Median Household Income: 1967-1997 

(In 1997 dollars) . " 

, . 

Thousands:·of dollars 
, 38 .--,-----. 

, . 36 1-,-1----' 

, 341 I" 

32~11----~--~--~+-------~ 

30 1--1----i 

··x.~~ r' 

.. 
1967· . 1977· 1987 .1997 


Source: Census Bureau, March Current Population Survey_ 
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.Median Household Income: 1967...;1997j 

(In 1997 dollars) 

'M d' .ijf,~;';::, ,::i2f: elan 
..... (~i",·~··7.·. "householdYear. 

income 

1997 $37,005 " 

1996 36,306 
1995 35,887 
1994 34,942 
1993 34,700. 
1992r 35,047 . 
1991 r 35,608 

J. . 1990r 36,880 
1989r 37,303 
1988 .. 36,937 
1987 36,820 .. 
1986 36,460 
1985. 35,229 
1984 34,626 
1983 33,655 
1982 33,86~ 

-\t l.~.~~~.~~~ Median 
. Year household 

income 

1981 $33,978 

1980 34,538 


". 	
1979 35,703 
1978 .. 35,819 
1977. 34,467 
1976 34,278 .-~ . 
1975 -33,699 
1974 34,627 
1973 35,745 
1972 . 35,053. 
1971 33,619 
1970 33,942 
1969 34,173 
1968 '32,964 
1967 	 31,583 

r Revised. Income data for 1989, 1992 and later years reflect 1990 census population controls. The 1990 Census based estimates are not 
available for income years 1990 and1991 . .The 1990 and 1991 income ~i~ates were derived through ratio estimation.. 

Source: Census Bureau, March Current Population Survey. 

Periods of Recession 

Year Trough month Year 

1948 October 1949 
1953' May 1954 
1957 April 1958 
1960 February 1961 
1969 November 1970 

1973 . March 1975 
1980 . Jul}' 1980 
1981 November 1982 
1990 March 1991 

.~__ ..____.... _______ 

Peak month 

November 
July 
August 
April 
December 

. November. 
~~___ JanuarY. 

. July 
. July 

SourCe: National Bureau of Economic Research, Inc. 



People inPoverty·by Region: 
1996',1996 and ,,1997 
1997 

Number (millions) 

36.5 
" 

",:' 

Rates (percent) 

" , 15.1%14.6% 15.4% 14.6% 

12.7% 12.6%10.7%10.4% 

, , 

'.-.:.:-:-:.: -'.'.'.'.:.-.-.". 

United Northeast Midwest ',' South 
',States 

(0.5% decrease 1) (no change), ':, (no change) (no change) 

, 1,As a res.ultof rounding, some differences may appear to be slightly higher-or lower 
than the differences of the reported rates. 

Source: Census Bureau, March Current Population Survey. , 

United States 

_(no change) , 

West' 

(no change) 
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People iii Poverty ~y :a.egion: 1996 and 1997 
1996 1997 'Change 

United States Number (millions) 36.5 35.6 (no change) 
United States Rates (percent) 13.7 13.3 (0.5% decrease·) 

Northeast, 12.7 12.6 (no change) 
Midwest. 10.7 10.4 (no change) 

,,~ 

,'South' 15.1 14.6 '(no change) , 
West 15.4' , 14.6'· ,(no change) 

, .r *As a result Qfrounding, some differenclils may appeat to be, slightly higher or lower than the, . 
differences of the reported rates. 

. ". 
Weighte4. Average Poverty 

Thresholds in 1997 . 

Size of family unit Threshold'· . 

One person (unrelated individual) $8,183 
Under 65 years' " 8,350 
65 years and over 7,698 

Two people $10,473 
Householder under 65 years 10,805 
Householder 65 years and over 9,712 

Three people $12;802 
Four people 16,400 
Five people 19,380 " 
Six people 21,886 
Seven people 24,802 
Eight people 27,593 
Nine people or more 32,566 

'-:':."\.-~'" 

Source:' censl.JSBureau~ "MarcnCurrenfPopulalionSurVey. 
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Poverty: 1959-1997 

~~-=-50~MiUiO[ls!pe.rcent 1,:,:::",:::::,:,:IRecessior:lar-y-per-iods~---· 

40 

'-..1 35.6-': 

million. 
30 


20 


13.3% 


1959 1965 1970 1975 
 1980 ' -1985 ' 1990 19951997 


Source:. Census Bureau" March Current Population Survey_ 
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.Poverty: 1959':'1997 
Mimons/Percent 

Number , Poverty 
Year in poverty rate 

1959 39.5, 22.4 

1960 39.9 -22.2 


, 1961 39.6 21.9, 

'1962 38.6 . 21;0 

1963 36.4 19.5 

1964 36.1. 19.0. 

1965 33.2 ~.17.3 


1966 28.5 14.7 

1967' 27.8 _-14.2 . 
1968' 25.4 12.8 
1969 24.-1 12.1 
1970 25.4 " 12.6_ 
1971 25.6 '12.5 
1972 24.5 11.9 
1973 23.0 11.1 

,1974 23.4 11.2 
1975 . 25.9 12.3' 

~ .., 1976 25.0 11.8 
1977 24.7 11.6 
1978 24.5 . 11.4 

Number Poverty 
Year in poverty rate 

1979 26.1 11.7 
' ,-.1980 ' 29.3 - . ,i13.0 

1981 '31.8 : 14.0 
,·~15.01982 34.4 

1983 ,--35.3 ' 15.2 
1984,' - 33.7 -14.4 
1985 " . 33.1 14.0 

,.1986 ' ·32.4 ·13.6 
- 1981' 32.2 13.4 

1988 31.7 13.0 
1989r 32~4 ·13; 1 
1990r 32.7 13.2 
1991 r 'f. ' 34.7 13.9 
1992r 38.0 ' 14.8 
1993' 39.3 15.1 
1994 38.1 14.5 
1995 ,36.4 13.8 
1996 36.5 13.7 ' 

' 1997 35.6 13.3, ' 

r Revised. Poverty data for 1989, 1992 and later years reflect 1990 censUs population controls. The 1990Ce~us based 
estimates are not available for 1990 and 1991, The 1990 and 1991 poverty estimates were derived through ratio. 

, estimation. ' -' ­

Source: Census Bureau, March Current ~opt.ilation Survey. 
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Median Househ~old Income by 
.. Race and Hispanic Origin: 

1996
1996~and_'1297~~--- -1-991---­

, $44,269 $45,249 (In 1997 dollars) 

$38,014 $38,972 

$24,021 $25,050 

Black Asian and 
. Pacific Islander 

(4.3% increase) ( no change) 

White 

(2.5% increase) 

Source: Census Bureau, March Current Population Survey_' 

$26,628 


Hispanic origin 
(of any ra~e) 
( 4.5% increase) 



l·!·· 
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,Median Household'Income by Race and 
Hispanic Origin: 1996 and 1997 , 

(In 1997 dollars) 

1996 1997 Change 

'White $38,014 " $38,972·' (2.5% increase) 
Black· . $24,021 $25,050 (4.3% increase), 
Asian and Pacific Islander ' $44,269 $45,249 , (no C?hange) " 

Hispanic origin (of any race) $25,477 , $26,628 (4.5% increase) 

Source: Census Bureau, March Current Population Survey. 
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Poverty Rates of People by 
Race and Hispanic Origin: 

. . . " 

1996 and 1997 
(Percent,'
\ ' 

~"'J 1996' 

1991' 

29.4% 
28;4% 

Proportion of People Below, 

Poverty by Race: 1997 


....._----- --~-----------,-------------

Other races 
5.8% 

White Black Asian and Hispanic' 
Pacific Origin 

Islander , (of any race) .Note: People of Hispanic origin are 23.4 percent 
of the poor~, (no change) (2.0% decrease)* (no change) (2.3%' decrease) 

* As a result of rounding, some differences may appear to be slightly higher or lower than the differences of the reported rates. 

Source: Census Bureau, March Current Population Survey. 
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Poverty Rates of People by Race and Hispanic' Origin: 
1996 and 1997 

Percent 

1996 1997 Difference 

White 11.2 11.0 (00 cnange) 
Black 28.4 26.5 (2.0% decrease)* -' 
Asian and Pacific Islander 14.5 14.0 (no ch~nge) 

, ,HispanicOiigin (of any race) 29.4.-' 27.1 ,(2.3% decrease) , 

* 'As a result of rounding, some differenceS may appear to be slightly higher or lower than the 
dif!erences of the' reported rateS. ' , 

Proportion 'of People Below Poverty 

: ,by Race: '1997 


Percent 


White 68.6 
White, Hispanic , ,·22.2 
White, not Hispanic, 46.4 

Black 25.6 
Other races 5,8 

'Note: People of Hispanic origin are 23:4, percent of the poor. 
Source: Census Bureau, March Current Population Survey. 

~~~~==========~============~= 



Poverty Rates by Age: 1959-1997 

40 PeFseAt lv'-'v~~IVI 10.1 y_~_v_r_io_d_s~_--------=--~-}}{I 1 

35 

30 

-25 I '­ mlI! , 

-­ 20 L---~~.wv119.9% 

15 

-·10 '9~~t~V~~::" Wm . II. . ..till Qr"i < 1~~:~~ 

o 
1959 '1965 1970 1975 

Source: Census Bureau, March Current Population Survey. 

1980 1985 1990 1995 1997 



Poverty Rates by Age: 1959 - 1997 
Percent 

........-. 	 ' Under, ' 
.,18 years' 18 to 65 years 
,of age : 64 years and over 

1959 
1960 
1961 
1962 
1963 

. 1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 

. 1973 
1974 
1975· 
1976 
1977 
1978 

27.3 
26.9 
25.6 
25.0 

, . 23.1 
·23.0 
,21.0 
17.6 
16.6 
15.6 
14.0 
15.1 
15.3 
15.1 
14.4 
15.4 
17~1 
16.0 
16.2 
15.9 

17.0 
(NA) 
(NA) 
(NA) 
(NA) , 
(NA) 
(NA) 
10.5 
10.0 , 
9.0 
8:7 
9.0 
9.3, 
8.8 
8.3 
8.3 
9.2 

~ 

9.0' 
8.8 
8.7 

35.2 
(NA), 

(NA) 

(NA) 

(NA) 

(NA) 


, (NA) 

28.5 
29.5 
25.0 
25.3 
24.6 
21.6 
18.6 
16.3 
14.6 
15.3 
15.0 
14.1 
14.0 

Under 
'..: ' '18 years' 18 to 65 years 

of8ge 64 years andover " 

1979' 16.4 
1980 18.3 . 
1981 20.0 
1982, 21.9 
1983 22.3 
1984 ' , 21.5 
1985 20.7 
1986 20.5 
1987 20.3 
·1988 19.5 
1989 19.6 
1990 20.6 
1991 2.1.8 
1992 . 22.3 
1993 22.7 
1994 21.8 
1995· 20.8 
1996 20.5 ,,' 
1991. 19.9 

8.9 

10.1 


. 11.1 

12.0 
12.4 
11.7 
11.3 
10.8 
10.6 
10.5 
10.2 
10.7 
11.4 
11.9 
12.4 
11.9 
11.4 
11.4 
10.9 

15.2 

' 15.7 

15.3 

14.6 

13.8 

12.4 ' 
12.6 
.12.4 
12.5 
12.0 
11.4 
12:2 
12.4 
12.9 
12.2 
11.7 
10.5 
to.8 

' 10.5' 

Source: CensuS Bureau, ·March c:urrent Population Survey. 


NA Not available: 
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. Women's Earnings asa Percentage 

.of Men's. Earnings: 1960-1997 
_(full~time ,:-y~_a[...[ound_wQrkers) '. 

Percent Recessionary periods 
100t=::~--------~~~--~~--~~~~=-----------~--------~ 

90i~~----~------~~~---+~------~ 

74% 
80&[---------'-~----,.-~±----~-

70 
: 

50 

1965 1970 1975. 1980 1985 1990 1995 1997 

. Source: Census Bureau, March Current Population Survey_ 



.:;.' ;,,,, 

~~.(..~~" t,,\~.~~ .. , ..... '.-!: -;~ ·~(:-...i' , ."'~/j;'~'~. ,.:.~ ...~.. ...."'~.••: 

,y 

") 

Women's Earnings as a Percentage of Men's "Earnings: "1960-1997 
(Full-Time,Year-Round Workers) 

Median Earnings" ";" Median-Earnings 
(In 1997 dollars) (In 1997 dollars) "I 


Year Women Men Percent 

1997 ".­
1996 

$24,973 $33,674 
"24,254 32,882 

74 
74 

1995 23,'«393 33,170 71 
1994 24;048 '33,415 72 
1993 24,155' 33,774 72 " ' 
1992 24,453

/­ , 
34,545 71 

1991 24,220 34,670 70 
1990 24,341 33,989 72 
1989 24,294 35,376 ' 69 
1988 23,886 36,165 66 
1987 23,893 36,658 65 
1986 23,770 36,985 64 
1985 23,305 36,090 65 
1984 22,831 35,866 64 
1983 22,423 35,260 64 
1982 21,849 35,386 62 
1981 21,378 36,090 59 
1980 21,836 36,297 60 
1979 22,017 36,902 60 

Year Women Men - Percent 

1978 22,232 37,402 59 
1977 21,886 37,144 ;!" ' 59 

' 1976 21,884 36,356 60 
1975 21 ;430" 36,435 59 ' 
1974 21,555 36,686 59 
1973 21,542 38,037' -57 
1972 ' '21,339 36,879 58 
1971 20,828 35,001 60 
1970 20;686 34,844 59 
1969 20,274 34,442 59 
1968 18,975 32,628 58 
1967 18,349 31,755 58 
1966 '17,992 31,261 - 58 
1965' 17,965 29,979 60 
1964 17,474 , 29,542 59 
1963' 16,99028,823 59 
1962 16,696' 28,156 59 
1961 16,371 '27,631 59 
1960 16,,234 26,757" 61 

S~urce: Ce~sus Bureau, Mar~h,_Current Populati~!1 Survey, •.....l...... __ ~......~ __ .__ 



1997.Compared to 1989. 
~~ __A___~~~t~ or Above 1989· Median~__~___--,-­

Income Leyel (lJ.l1997 dollars) 

Households 

* Surpassed 1989 level. 

Source: Census Bureau, March Current Population Survey. 

./ 
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1997 Compared to 1989 

At or Below 1989 Poverty Rate 

Families 


*Below the 1989 level. 

Source: Census Bureau, March Current Population Survey. 




Changes··by State:· 1995 -1997 

Two-year moving averages 

-'" 

Median Household Income 
• Increase • Decrease 

Alabama North Carolina Hawaii 
-Delaware Oklahoma Iowa 

,.­

Indiana South Carolina Maine 

Kansas Utah Wisconsin 

Louisiana Virginia 

New Mexico Washington 


Poverty Rate 
• -Decrease- _. Increase 

Alabam-a -Arkansas 
Mississippi - New Hampshire 
South Carolina 

" Source: Census Bureau, March Current Population Survey. 
. , 
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10:29 AM 7/20/98 

poverty rates distribution of poverty population 

NRC "benchmark" NRC "benchmark" NRC "benchmark" NRC "benchmark" 
official poor with poor without official poor with poor without 
poor interarea variation interarea variation poor interarea variation interarea variation 

overall 13.7% 13.8%­ 13.8% 100% ... 100% .100% 

younger than 18 20.5% 18.2% 18.1% 39.6% .35.0% 34.9% 
18-64 11.4% 11.5% 11.6% 51.0% 51.3% 51.5% 
65 and older 10.8% 15.7% 15.7% 9.4% 13.6% 13.6% . 

" 
white 11.2% 11.8% 12.0% 67.5% 70.8% 71.6% 
black 28.4% 25.4% 25.0% 26.5% 23.6% 23.2% 
other 17.5% 16.4% 15.4% 6.0% 5.6% 5.2% 

northeast 12.7% 14.3% 12.2% 18.0% 20.1% 17.1% 
midwest 10.7% 10.4% 11.4% 18.2% 17.6% 19.2% 
south 15.1% 14.3% 16.0%. 38.6% 36.2% . 40.5% 
west 15.4% 16.1% 14.3% 25.2% 26.2% 23.3% 

central city 19.9% 20.1% 18.2% 35.9% 36.2% 32.7% 
other metro 9.2% 10.7% 9.8% 28.1% 32.6% 29.8% 
non-metro 16.0% 13.5% 17.3% 22.6% 19.1% 24.3% 
unknown - 13.2% '12.0% 13.1% 13.4% 12.2% 13.2% 

.' 

share sum nasbyst.xls 



Poverty rates 

Maine 

New Hampshire 

Vermont 

Massachusetts 

Rhode Island 

Connecticut 


New York 

New Jersey 

Pennsylvania 


Ohio 

Indiana 

Illinois 

Michigan 

Wisconsin 


Minnesota 

Iowa 

Missouri 

North Dakota 

South Dakota 

Nebraska 

Kansas 


Delaware 
Maryland 
District of Columbia 
Virginia 
West Virginia 
North Carolina 
South Carolina 
Georgia 

. Florida 

Kentucky 

Tennessee 

Alabama 

Mississippi 


Arkansas 

Louisiana 

Oklahoma 

Texas: 


Montana 

Idaho' 

Wyoming 

Colorado 

New Mexico' 

Arizona 

Utah 

Nevada 


Washington 

Oregon 

California 

Alaska 

Hawaii 


NRC "benchmark" poor 
official with interarea variation 

, , all persons' children aged all persons children aged 

11.2% 16.4% 10.6% 15.3% 21.3% 22.2% 
6.4%, 9.5% 6.3% ,9.9% 13.4% 14.2% 

12.6% 17.7% 9.0% 15.0% 18.6% 16.9% 
,10.1% 14.7% 9.0% 13.1% 16.3% ' 16.6% 

11.0% 15.0% 17,7% 11.8% 13.1% 19.0% 
11.7% 22.7% . 5.5% 12.6% 21.6°k 7.7% 

16.7% 25.1% 13.0% 17.9% 24.5% 19.4% 
9.2% 14.2% 10.0% 11.2% 15.3% 15.7% 

11.6% 15.7% 10.7% 12.3% 15.3% 14.2% 

12.7% 18.8% 10.8% 12.2% 16.9% 15.6% 
7;5% 9.2% 7.5% 8.9% 10.6% 8.9% 

12.1% 18.6% 8.7% 11.5% 16.0% 12:2% 
11.2% 17.7% 8.7% 11.4% 15.9% 15.5% 
8.8%' 12.5% 9.4% 8.6% 10.2% 15.8% 

9.8% 13.2%' 10.0% 8.1% 7.6% 15.5% 
9.6% 12.3% 9,6% 8.2% 9.0% , 9.9% 
9.5% 12.0% 11.4% ' 9.4% 12.7% 11.3% 

11.0% 13.0% 10.3% 8.8% 5.7% 14.0% 
11.8% 13.9% ,10.9% " 11.3% 12.2% 16.2% 
10.2% 15.1% 9.0% 9.6% 11.2% 14.7% 
1,1.2% 13.5% 10.3% 9.9% 9.2% 16.5% 

8.6% 14,3% 6.7% 12.3% 15.5% 19.4% 
10.3% 16.6% 6.2% 11.1% 16.0% 9.6% 
24.1% 38.6% 23.1% 22.9% 30.2% 34.0% 
12.3% 17.7% 11.8% 13.3% 17.9% 18.6% 
18.5% 26.7% 16.3% 16.5% 21.5°,,(, 16.6% 
12.2% 18.8% 13.5% 14.2% 19.8% 23,0% 
13.0% 19.4% 14.7% 10.9% 14.9% 12,1% 
14.8% 21.3% 15.4% 15.0% 17.9% 18.8% 

, 14.2% 22.2% ;8.9% 15.9% 21.1% 15.0% 

, 17.0% 24.9% '13.9°,,(, 12.7% 19.0% 12.0% 
15;9% 23.7% 14.8% 11.7% 15.3% 15.6% 
14.0% 22.0% 11.6% .13.2% 18.2% 16.4% 
20.6% ' 29.6% 16.5% 17.4% 23.5% 17.6% 

17.2% 23.2% 15.7% 15.3% 20.4% 13.3% 
20.5% 31.8% 17.3% 15.8% 20.1% 24.7°,,(, 
16.6% 26.4% ,10.9% 14.5% 20.2% 16.1% 
16,6% 24.4% ' 14.7% 14.5% 19.2% 18.4% 

17.0% ,26.9% '9.0% 15.0",,(, 22.6% 13.0% 
11.9% 17.3% 7.0% 11.1% 14.8% 11.5% 
11.9% 14.8% 8.4% 10.8% 12.1% 12.4% 
10.6% 12.5% 8.0% 8.6% 9.3% 5.3% 
25.5% 34.2% ,18.6% 21.5% 26.5% 17.0% 
20.5% 31.7% 13.9% 17.1% 23.4% 18.2% 

7.7%. 9.6% 3.9% 7.2% 7.9% 3.9% 
8.1% 11.4% 7.9% 10.3% 14.4°,,(, 11.4% 

11.9% 16.7% 7.8% 11.9% 14.8% 15.0% 
11'.8% 20,1% 6.7% 14.7% 22.8% 8.4% 
16,9% .;." 25,5% 8.1% 18.9% 24.6% 18.1% 
8.2% 10.6% 4.6% 5.3% 5,2% 7.1% 

12.1% 17.0% 8.3% 10.3% 10.2% 10.6% 

10:27 AM 7/20198 

NRC "benchmark" poor 
without interarea variation 
all persons children aged 

13.6% 
7.5% 

12.0% 
10.5% 
10.3% 
10.9% 

20.0% 
11.6% 
15.5% 
13.7% 
12.2% 
19.6% 

, 18.8% 
6.9°k 

11.7% 
12.3% 
15.8% 
'6.2% 

15.0% 
8.7% 

11.9% 

20.2% 
12.3% 
14.4% 

15.8% 
12.2% 
13.7% 

12.9% 
10.5% 
11.6% 
11.8% 
10.5% 

17.0% 
11.8°,,(, 
15.9% 
16.5% 
13.0% 

16.2% 
11.4% 
12.8% 
15.1% 
16.7% 

9.6% 
10.5% 
10.1% 
11.8% 
14.0% 
11.4% 
11.9%,' 

9.9% 
12.1% 
13,1% 
9.7% 

15.6% 
12.6% 
11.2% 

19.2% 
12,9% 
12.6% 
18.9% 
20.1% 
18.9% 
17.9% 

11.1% 
9.8% 

19,0% 
13.2% 
19.3% 
14.7% 
13.1% 
14.9% 
16.3% 

13.4% 
14.8% 
24.5% 
17.6% 
25.3% 
19.4% 
18.2% 
17,5% 
21,4% 

19.4% 
8.4% 

26.4% 
18.7% 
19.7% 
25.9% 
16.9% 
18,6% 
,15,1% 

17.7% 
15.7% 
16.8% 
21.5% 

24.7% 
21.4% 
23.1% 
27.6% 

15.7% 
19.3% 
21.4% 
25.2% 

19.8% 
19.6% 
16.9% 
16.8% 

26.0% 
24.6% 

.22.7% 
22.2% 

20.0% 
27.8% 
19.0% 
21.1% 

18.3% 
13.9% 
12.3% 
9.9% 

23.5% 
18.5% 
7.5% 

10.0% 

27.5% 
18.2% 
13.7% 
10,8% 
29.1% 
25.9% 

8.0% 
13.5% 

15.0% 
14.3% 
13.4% 
7.8% 

19.6% 
19.4% 
3.9% 

11.4% 

10.6% 
14.5% 
15.2% 

5.7% 
10.4% 

14.2°k 
22.7% 
19.6% 
5.6% 

10.6% 

11.3% 
10.0% 
13.9°,,(, 
8.8% 

1Q.6% 

Source: Bureau of the Census datasellhat will be used'in experimental poverty report on NRC recommendations. Note that 
the Current Population Survey which is the input data to the dataset does nol have a sample designed to provide . 
state-level e~timates for al/ states. Small state values on the table are particularly likely to vary from those shown. 

rates nasbyst.xls 



10:29 AM 7120198 

Slale ."""'. of u.o populallon a"d powrty poPulatiOll change in share of poor from change in ohare of poor from 
NRC _mal1<" poor switch to NRC poverty measure NRC "'bo11chmark" poor _ to NRC poverty moaswe 

population oIIIciallypoor with intefa",a ..._ with interarea variation wftho4lt intentnlia variation without intel"ltl'h: variation 
aa penon. children aged an persons children aged all persons children aged all persons children aged an persons children aged an persons 'children aged 

Maine 0.5% 0.4% 0.5% 0.4% 0.3% 0.5% 0.5% 0.4% 0.7% 36% 46% 43% 0,4% 0.4% 0.6% 20% 37% 21% 
New Hampshire 0.4% 0.4% 0.4% 0.2% 0.2% 0.2% 0.3% 0.3% 0.4% 54% 59% 55% 0.2% 0.3% 0.2% 18% 38% ·25% 
Vmnont 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 19% 19% 29% 0.2% 0.2% 0.1% ·5% ·1% ·11% 
Massachusetts 2.3% 2.2% 2.3% 1.7% 1.6% 1.9% 2.2% 2,0% 2.5% 29% 25% 26% 1.6% 1.6% 1.8% 3% 5% ~% 
Rhode Islaoo 0.4% 0.3% 0.5% 0.3% 0.2% 0.8% 0.3% 0.2% 0.6% 7% .1% '27% 0.3% 0.2% - 0.5% ·7% .'~-';"-6% -39% 
Connectic:ul 1.3% 1.3% 1.4% 1.1% 1.4% 0.7% 1.1% 1.5% 0.7% 7% -3% 1.0% 1.4% -8% .2%7% 0.6% ·22% 

N_York 6.9% 6.8% 7.0% 8.4% 8.3% 8.4% 8.9% 9.2% 6.6% 7% 10% 2% 7.5% 7,6% 7.0% ·11% -9% ·17%
N_J......, 3.0% 2.6% 3.2% 2.0% 1.8% 3,0% 2.4% 2.2% 3.2% 21% 21% 7% 1.9% 1.8% . 2.5% ·7% -3% .17% 
Pennsytvania 4.5% 4.2% 5.4% 3.8% 3.2% 5.4% 4.0% 3.5% 4.9% 6% 10% .9% 3.8% 3.3% 4.7% 2% 4% ·13% 

0IU0 4.2% 4.3% .4.6% 3.9% 3.9% 4.6% 3.7% 4.0% 4.5% .(% 2% ·1% 4.0%. ..0% 4.7% 2% 3% 3% 
Indiana 2.1% .1.9% 2.5% 1.2% 0.9% 1.7% 1.4% 1.1% 1.4% 17% 31% .19% 1.6% 1.3% U% 39% 45% 4% 

': :'.3% -5% 0%lRinOis 4.4% 4.6% 4.1% 3.9% 4.2% 3.3% 3.7% 4.0% 3.2% .5% ·3% .(% 3.7% 4,0% .(% 
Michigan 3.6% 3.6% 3.8% 2.9% 3.1% 3.1% 3.0% 3,2% 3.7% 2% 1% 22% 3.1% 3.3% 3.6% 5% 5% 19% 
'Nisc:on.sin 2.0% 2.0% 1.9% 1.3% 1.2"A. 1.6% 1.2% 1.1% 1.9% ,,3% -9% 15% 1.5% 1.5% 2.0% 18% 17% 21% 

Minne_ 1.8% 1.9% 1.4% 1.3% 1.2% 1.3% 1.0% 0.8% 1.4% ·18% ·35% 6% 1.2% 1.0% 1.7% .2% ·15% 31% 
I.... 1.1% 1,2% 1.1% 0.8% 0.7% 1.0% 0.6% 0.6% 0.7% .15% ,17% ·29% 0.8% 0.8% 0.9% 9% 11% -8% 
Missouri 2,3%2.0% 2.0% 1.4% 1.2% 2.5% 1.4% 1.4% 1.7% ·1% 19% -32% 1.4% 1.4% 1.9% 5% 23% ·24% 
N_6akota 0.2% 0.2% 0.2% 0.2% 0.1% 0.2% 0.2% 0,1% 0.2% ·20% ·50% ·7% 0.2% 0.1% 0.3% 7% .15% 26% 
SouItt Dakota 0.3% 0.3% 0.3% 0.2% 0.2% 0.3% 0.2% 0.2% 0.3% .(% .2% 2% 0.3% 0.2% 0.4% 18% 27% 26% 
NeIl<aska 0.6% 0.7% .0.7% 0.5% 0.5% 0.6% 0.4% 0.4% 0.6% ~% ·16% 12% 0,5% 0.5% 0,8% 12% -5% 43% 
Kansas 1.0% 1.1% 1.1% 0.8% 0.7% 1.1% 0.7% 0.5% 1.2% ·12% ·23% 10%. 0.11% 0.7% 1.2% 8% ~% 19% 

0.1awa", 0.3% 0.3% 0.3% 0.2% 0.2% 0.2% 0.2% 43%0.2% 0.3% 22% 97% 0.2% 0.2% 0.3% 29% 6% 97% 
Marylaoo 1.9% 1.9% 1.8% 1.4% 1.5% 1.0% 1.5% 1,6% 1.1% 8% 7%9% 1.4% 1.5% 1.0% ·5% 0% ,~% 
Oislricl of Columbia 0.2% 0.2% 0.2% 0.4% 0.3% 0.5% 0.3% 0.3% 0.5% ·5% .12% 1% 0.3% 0.4%0.2% ·22% ·28% ·22%' 
Vltginia 2.4% 2.1% 2.3% 2.2% 1.8% 2.6% 2.3% 2.0% 2.8% 8% 14% 8% 2.3% 2.0% 2.8% 7% 12% '8% . 
WeslVlrglnia­ 0.7% 0.5% 0.9% 0.9% 0.6% 1.4% 0.8% 0.6% 1.0% ·11% .9% -30% 0.9% 0.7% 1.1% 3% 7% .17% 
North Carolina 2.7% 2.5% 2.7% 2.4% 2.3% 3.4% 2.8% 2.8% 3.9% 16% 19% 17% 2.9% 2.7% H% 20% 17% 31% 
South Carolina 1.4% 1.3% 1.1% 1.3% 1.3% 1.6% 1.1% 1.1% 0.9% ·17% ·14% -4<1% 1.3% 1.4% 1.2% 0% 6% ·21% 
Georgia 2.8% 2.7% 2.4% 3.0% 2.9% 3.4%. 3.0% 2.7% 2.8% 1% ·5% ·17% 3.0% 2.6% 2.8% 0% ·18%·7% 
F1orict.> 5.4% 4.7% 7.8% 5.6% 5.1% 6.4% 6.2% 5.4% 7.5% 12% 7% 16% 6.3% 5.5% 7.5% 14% 9% 16% 

l(anIucI:y 1.5% 1.4% 1.5% 1.8% 1,7% 2.0% 1.3% '1,5% 1.2% ·25% ·14% .(1% 1.9% 1,9% 1.5% 4% 12% ·23% 
Tennessee 2.1% 2.1% 2.1% 2.4% 2.4% 2.9% 1.8% 1.8% 2.1% ·26% ·27% ·28% 2.4% 2.5% 2.6% .2% 2% ·11% 
Alabama 1.6% 1.6% 1.9% '1.6% 1.7% 2.0% 1.5% 1.6% 1:9% ~% ·7% ·3% 2.0% 2.0% 2.5% 20% 19% 26% 
Mississippi 1.1% 1.2% 0.9% 1.6% 1.7% 1.3% 1.3% 1.5% 1.0% ·16% -11% -27% 1.6% 1.8% 1.4% 4% 5% 4% 

Mansas 1.0%1.0% 1.1% ·1.2% 1.2% 1.5% 1.1% 1.2% 0.9% ·11% ·1% .(2% . U% 1.5% 1.3% 14% 27% ·13% 
louisiana 1.6% 1.6%' 1.5% 2.4% 2.5% 2.4% 1.8% 1.8% 2.•% ·23% ·29% ·2% 2.3% 2.2% 2.7% -5% ·12% 10% 
~homa 1.3% 1.3% 1.4% 1.5% 1.7% 1.5% 1.3% 1,5% 1.5% ·13% ·14% 1% 1.5% 1.7% 1.7% 1% -3% 19% 
Texas 7.2% 7.6% 5.6% 8.7% 9.3% 7.7% 7,6% 8.2% 6.6% .13% .12% ·14% 8.8% 9.6% 7.5% 1% 3% .2% 

1.1_... 0.3% 0.4% 0.3% 0.4% 0.5% 0.3% 0.4% 0,5% 0.3% .12% ·5% ·1% 0.5% 0.6% 0.3% 7% 15% 14% 
Idaho 0.4% 0.5% 0,4% 0.4% 0.4% 0.3% 0,4% 0.4% 0.3% ·7% ·3% 13% 0.4% 0.5% 0.4% 17% 19% 40% 
Wyoming 0.2% 0.2% 0.2% 0.2% 0.1% 0.1% 0.1% 0.1% 0.1% ·10% -6% 1% 0.2% 0.1% 0.1% 2%.% 9% 
Colorado 1.5% 1.4% 1.1% 1.1% 0.9% 0,8% 0.9% 0.7% 0.4% ·20% ·16% ·54% 1.0% 0.9% 0.5% ·7% ·2% ·33% 
New Mexico 0.7% 0.9% 0,6% 1.3% 1,5% "0% 1.1% 1.3% 0.6% .16% .13% -37% 1.2% 1.4% 0.7% -6%.(% ·28% 
Arizona 1.8% 2.0% 1.8% 2.7% 3,1% 2.4% 2.2% 2.6% 2.1% ·17% ·17% ·10% 2.4% 2.9% 2.3% ·10% -6% .(% 

. Utah 0.8% 0.9% 0.6% 0,4% 0,4% 0.2% 0.4% 0.4% 0.2% ~% ·7% ·31% 0,4% 0.4% 0.2% ·2% ·5% ·32% 
----------------N~~ ·0.6%- ... 0.6%-· ·-0.6%· ·-----·-0.4%---·0.3%----0.5%-----0.5%---0.5%· -0.4% ,-26%,-'43%-.---·2% 0.4%~-0.4%~-0.4% 22% . --3>4%. -·2% -------------­

Washington 2.1% 2.1% 1:6% 1.6% 1.7% 1.2% 1:8% i.7% 1.5% 0% 0% 32% 1:6% 1.7% 1.1% ~i2% ·5% .1% 
Oregon 1.2% 1.1% 1.3% 1.0% 1.1% 0.8% 1.3% 1.4% 0.7% 24% 28% ·14% 1.3% 1.4% 0.8% 22% 28% 2% 
California 12.1% 12.9% 10,4% 15.0% 16.0% 7.9"A. 16.1'A. 17.4% 12.0% 11% 9% 52% 13.4% 13.9% 9.2% ·11% ·13% 17% 
A1ask.a 0.2% 0.3% . 0.1% 0.1% 0.2% 0.0% 0.1% 0.1% O.Q<A. ·36% .(5% 4% 0.1% 0.1% 0.1% ·31% .(1% "30% 
HQNaii 0.4% 0.4% 0.5% 0,4% 0,3'A. 0.4% 0.3% 0.2% 0.3% -15% -32% -12% 0.3% 0.2% 0.3% ·14% .29% ·12% 

Source: 8uteatl of the Census dataset that will be used in experimental poverty report on NRC ,ecommendations. Note that 

the Current Po!>uIation SUIWY which is the input ~ to the ~taset does not h""" a .ample designed to provi<!e 

state~level estimates for eO stales. Small staie values on,the table are particularly likety' to vary from those shO\lllll. 
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. .. . ... ·1 ....... ·POVERTYQUES~IONS-- MEDICAID ... .... ...• 


1. How would reducing the pov,erty threshold by 14% impact Medicaid'program 

spending ~e~els, geographic al,ocation,eligibility and/or participation?' .. 

· i·· ,.... . . . 


Based on TRIM runs performed by BRD, the Health Division estimates, on a preliminary . 

. and highly sPrieculative basis;'that the poverty.threshold change could result in the . 

following: 


., 
. . 

A dec~ease ofapproximately 1:million iull~year equivalent enroll~es in'FY99, 
,appro~imately 850,000 ofwhich would be children., .... . 

• 	 , Aorie1year decre~se in Fy9'9 ofapproximately a billion and a half dollars in 

federal Medicaid spending. '. . . :. '.' 


• 	 A five-~ear federal M~dicaid spending decrease of approximately $7-$8 billion .. 
. A potential change in the allocation of funds among States to provide Medicare 

prertlium assistance to low-income elderly and disabled people between 120 and· 
. ,175 p~!cent of poverty. . . '. . . 	 .'I . 	 . .,' . " 

. , .. 	1 . ',..... 1 ...., . 

Caveats: Thi,s analysis 'assumes:ti1at States do not choose to change the eligibility . 

criteria in tneir waiver programs or make changes in poverty-related optional eligibility 

categories. This analysis is based on an extrapolation of changes in enrollment from 

1995TRIM model data to the FY,1999presiderit's Budget Medicaid baseline . 

assumptions.! These OMB.staff e~tim'atesare preliminary and have not been reviewed 

by the HCFA actuaries:': ' 


I 

Backgroun~: Chang~s' in the pov~rtY thresholds could affect at least th~ee major 
Medicaid elig'ibility groups.- First, Title, 19 ofthe Social Security Act requires every state . 
. to extend coverage to pregnant women, infants and children up to age 6 with family 
inc9mes bel6w' 1.~3 percent of the Federal poverty level and to children who are 
between agel 6 and 19 with incomes at or below the poverty level (this provision is 
being pha$ed-in for all poorchildren·under19by 2002)' . 

Second, m'oit States have chosen to ~xpandpoverty-based eligibility beyond 
mandatory !e~els' using curnmt law and waiver authority_ .At least 12 States have . 
Medicaid wai,vers that extend coverage beyond current law requirements to additional . 
families,children and uninsured based on their income in relation to Federal poverty . 

. guidelines. For example, Minnesota has a Medicaid waiver to cover all children under 
270 percenf·bf poverty. Since waivers are not generally reflected in the TRIM model, it 

: " 	 t . , 

islikely that the number of individuals who could lose coverage as a result of a 'change 
in the povertY guideline is underestimated. 'In addition,it is unclear whether TRIM, 
captures flexibility States have under current law to develop methodologies for counting 
income and tesources in determining eligibility for certFlin groups, which could also lead 
t~ an undere~timation of the number of individuals who might lose assistange due'to 
changesiri the poverty guideline'. ' ," 



Third, Medicaid eligibility has also been expanded to provide partial coverage for new 
groups of loW-income Medicare beneficiaries. State Medicaid programs are required to 
pay for Medidare premiums and some cost-sharing for Medicare beneficiaries below 
120 percent Qf poverty. In addition, the SSA established a nevi Medicare low-income 
assistance grant program ($1.5 billion over five years) to provide some premium 
assistance toi Medicare bene'ficiaries whose incomes fall between 120 and" 175 percent 
of poverty. These grants are determined based on poverty levels. 

, I ' 

2. W~at ccmlbe done administratively or legislatively to address unfortunate 

affects of this guideline change? ' 


, , I " 
The most irn~ortant possible unfortunate effect of the guideline change'in Medicaid is­
the potential ~eduction in enrollees. As noted above, changing the poverty threshold 
could result in a decrease of approximately 1 million full-year equivalent enrollees in " 
FY99, includi~g 850,000 children and 60,000 elderly. 

The effect on children can potentially be mitigated administratively at the discretion of 
the States. First, States can request waivers (or renegotiate existing waivers) of the 

, Social Security Act to address eligibility. Second, section 1902(r)(2) of the Social' 
Security Acfgives States the option to adjust the methodology used in evaluating 
income and. r~sources for determining eligibility for pregnant women and children. The 
adjusted methodology can be no more restrictive but may be more liberal than the 
methodology that would be applied under the most closely related cash assistance 

, I _ , 

program. States can use this option to allow for more types and greater amounts of _ 
income and rJsource disregards, an<~ can structure their eligibility policies so that more 

, children and pregnant women could qualify for Medicaid coverage -and the 
accompanying Federal matching. Many States have used the option to revise their 
methodologies to disregard parental income of pregnant women living in their parents' 

"home. Washihgton effectively expanded coverage to all children under 19 with 
incomes beloW poverty. Minnesota increased its coverage to all pregnant women ahd 
children undet 19 with incomes below 270 percent of poverty. Other States could use 
section 1902(b(2) to expand eligibility to children and pregnantwomen in the event a 
change in the poverty threshold leads to a reduction in coverage among children. 

States have less flexibility to act to mitigate the effecton elderly and disabled 

individuals whb receive Medicaid assistance to pay Medicare premiums. States could 

request waivets to expand coverage to these individuals, but there is no aqthority 

sirriilar to the wide flexibility States have with respect to income and resource 

methodologie~ for children and pregnant women. " ' _. -, 


3. How COi1fi~ent are we in the numbers and answers given above? How much 
more confidJnt would we be if we could share these questions with th.~ agencies 
to get their i~put? What other caveats or uncertainties (e.g. State beh~vior and 



(~OVMeAI'b.WPb 


waiver adJu+tments) wouldwe'like to include in our analysis? 

The Health Division believes that additional analysis is necessary by HCFA to confirm 
the numbers Iprovided above. We traditionally work very closely with HCFA actuaries 
who have the most in-depth knowledge and understanding of Medicaid eligibility issues 
and budgeta~ interactions. Before proceeding on a policy of this magnitude, we 
strongly recommend consulting with the agency and seeking their analytic input. 
We are confident that States hav'e wide latitude to address any potential reduction in 
child enrollees that results from a change in the poverty guidelines. 

i 
I' 



July 20, 1998 

Impacts of NRC poverty measure on allocation of grants among States 
I ". . 

The attacred sheets present hypothetical impacts on grants to State,s from 
adopting the poverty measure recommended by the National Research Council 
in. its 1999 report, Measuring Poverty: A New Approach. The-impacts are 
generated by comparing State shares of the 1996 poverty population calculated 
by the cu1rent thresholds and by the proposed new thresholds; With most grant 
programs; poverty is only one factor in allocation formulas. So the hypothetical 
impacts or grant funds on the following sheets reflect only the portions of 
program funds that are determined by poverty shares. Several other 
qualificati~ns need to be kept in mind. . . 

"BenchmJrk" NRC thresholds with no interarea variation: These comparisons 
employ what are being termed the "benchmark" NRC thresholds, meaning the 
ones that ~yield the same overall national poverty rate for 1996 as the official 
poverty m~asure. One NRC recommendation, that the thresholds vary by 
geographi,c location, was not employed. Other tables are available which show 
the State-:,evel effects of this recommendation on the distribution of the' poverty 
population.'. . 

. I ' . 
Datasets for State-level poverty determinations: The dataset employed for the 
. comparisons is the March 1997 Current Population Survey that provides . 
demogra~hic data as of the March 1997 intervi~w date, and income data for 
calendar year 1996. The CPS is not designed to provide state-level estimates, 
so the simulated poverty count or rate for particular states, especially small 
states,arJ subject to Significant sampling error. However, because the 
comparis6ns of poverty calculated with different thresholds both use the same 
dataset, We can have confidence in the direction and whether the magnitude of 
the changbs resulting from adopting the NRC thresholds is small or large. 
. I·· , . 

Most of the programs simulated on the attached sheets use decennial census 
data in thJir allocation formulas in order to get more accurate State-level counts 
of the podr. In the past, the decennial census has asked about family 
compositiOn and pre-tax money income, the factors needed to make poverty 
determinations under the current measure. It is already too late to modify the 
2000 decJnnial census to obtain information sufficiemtfor the more complex NRC 
measure bt poverty. ,It is hoped that the American Community Survey, an 
ongoing sLrvey intended to replace the decennial census long-form, can be 
made suitable to provide State-level poverty counts reflecting the NRC 

recommetdations. . . . . . .' 
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Allocation of Title I basic grant funds among states 
poor children aged, 5 to 17 NRC;"benchmar1<" change in 1998 

official poor without change in basic grants 
poor interarea variation shares (millions) 

Maine 0.29% 0.40% 40.2% 6.7 
New Hampshire 0.15% '0.25% 62.8% 5.6 
Vermont. 0.20% 0.22% 7.8% 0.9 
Massachusetts 
Rhode Island 

1.54% 
0.19% 

1.59% 
0.210/. 

3.3% 
8.7% 

.. 3.0 
1.0 

Connecticut 1.69% 1.73% 2.4% 2.3 ' 

NewYor1< 8.87% 7.88% -11.2% (58:1) 

New Jersey 1.96% 1.81% -7.5% (8.6) 

Pennsylvania 3.66% 3.94% 7.7% 16.4 

Ohio 3.72% 3.66% -1.8% (3.9) 
Indiana ' 0.84% 1.24% ' 48.2% ~3.6 
Illinois 4.02% 3.62% -10.0% (23.5) 

Michigan 3.04% 3.14% 3.5% 6.3 
Wiscon'sin 1.13% 1.43% 26.1% 17.3 

1.36% 1:12% -17.3% (13.8) 

Iowa 
Minnesota 

0.72% 0.80% 11.1% 4.7 

Missouri 1.29% 1.64% 27.2% 20.5 
North Dakota 0.14% 0.12% -12.0% (1.0) 
South Dakota 0.18% 0.24% 35.5% 3.7 

Nebraska 0.43% 0.45% 4.8% 1.2 
Kansas 0.58% 0.55% -5.9% (20) 

0.18% 0.19% 0.6% 0.1 

Maryland 
Delaware 

1.39% 1.49% '7.8% 6.3 
District of Columbia 0.33% 0.25% -24.6% (4.7) 
Virginia '1.85% 2.20% 18.8% 20.4 
West Virginia 0.61% 0.66% 8.2% 2.9 
North Carolina 2.38% 2.87% 20.7% 28.9 
South Carolina 1.59%. 1.63% 2.1% 2.0 
Georgia 2.90% 2.52% -13.3% (22.7) 

Florida 4.81% 5.18% 7.8% 21.9 

2.05% 2.25% 9.5% 11.5 
Tennessee 
Kentucky 

2.42% 2.65% 9.4%' 13.4 
Alabama 1.74% 2.01% 15.9% 16.1 

. Mississippi .1.69% 1.84% 9.0% 8.9 

1.09% 1.49% 36.7% .23.5 
louisiana' 2.48% 2.25% -9.3% (13.5) 

. Oklahoma 

Ar1<ansas 

1.84% 1.82% -1.1% (1.2) 
Texas 8.96% 9.09% 1.5% 7.8 

Montana 0.49% 0.61% 25.2% 7.. 2 
Idaho 0.42% ,0.52% 24.4% 5.9 
Wyoming 0.10% 0,13% 28.0% 1.7 
Colorado '0.96% 0.96% -0.8% (0.5) 
New Mexico 1.39% 1.36% -2.8% (2.3) 
Arizona 3.12% 2.72% -12.8% (23.3) 
Utah 0.42% 0.34% -19.4% (4.8) 
Nevada 0.27% 0.42% '54.7% 8.6 

1.65% 1.59% -3.3% (3.2) 
Oregon 
Washington 

1.17%. 1.51'% 28.2% 19.4 ,. 
15.20% 13.12% -13.7% (121.5) 

Alaska 
California 

0.18% 0.10% . -43.1% (4.4) 
Hawaii 0.35% 0.23% -32.4% (6.5) 

Source: Bureau of th~ 'Census dataset that will be used in experimental poverty report on NRC recommendations. Note that 
the Current Popuiation Survey which is the input data to the dataset does not have a sample designed to provide 
state-level estimates for all states. Small slate' values on the table are particularly likely to vary from those shown. 

I • •. ., 
1

Note: Changes in $6.098b basic grants are approximations using state shares: In practice, funding to states reflects per-pu~il 
expenditures inlcounties, as well as poor children aged 5-17, Change in basic grants due to changes in poverty counts 
assumes.that 96 percent of basicgrants'are determined 'by this factor.' . , 

title I nasbyst.xls 
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. I 
Allocation of Herd Start funds among states 
poor children 5 ~nd younger NRC "benchmark" change in 1998 

official poor without change in allocations 
poor interarea variation shares (millions) 

Maine 0.3% 0.4%' 21.0% 1.3 
New Hampshire 0.2% 0.2% 0.6% 0.0 
Vermont 0.2%. 0.1% -12.2% 

4 
(0.4) 

Massachusetts 1.6% 1.6% 3.0% 1.0 
Rhode Island 0.3% 0.2% -34.6% (/2.1) 
Connecticut 1.1% 0.9% -15.9% (3.7) 

New York 7.4% 6.7% . -9.0% (13.6) 
New Jersey 1.7% 1.8% 1.9% 0.7 
Pennsylvania 2.4% 2.1"10' -11.7% (5.8) 

Ohio 4.2% 4.2% 0.6% 0.5 
Indiana 1.0% 1.3% 38.5% 7.6 
Illinois 4.3% 4.3% -0.6% (0.7) 
Michigan 3.2% 3.4% 5.5% 3.6 
Wisconsin 1.4% 1.5% 12.2% 3.4 

Minnesota 1.1% 0.9% . -11.6% (2.5) 
Iowa 0.7% 0.7% 6.4% 0.9 
Missouri 1.0% 1.1% 13.5% 2.6 
North Dakota 0.'2% 0.1% -21.7% (0.7) 
South Dakota 0.2% 0.2% 9.2% 0.3 
Nebraska 0.6% 0.5% -23.6% (3.0) 
Kansas 0.9% 0.7% -21.4% (4.0) 

Delaware 0.2% 0.2% 22.2% 0.7 
Maryland 1.8% 1.5% -16.4% (5.9) 
District of Columbia 0.3% 0.2% -41.6% (2.8) 
Virginia 1.6% 1.6% -10.6% (3.9) 
West Virginia 0.7% 0.7% 1.9% 0.3 
North Carolina 2.3% 2.5% 5.5% 2.6 
South Carolina 0.6% 0:8% 28.0% 3.6 
Georgia 2.9% 2.9% . -1.6% (0.9) 
Florida 5.5% 5.4% -0.4% (0,5) 

Kentucky 1.0% 1.2% 26.8% 5.3 
Tennessee 2.8% 2.4% -12.6% (7.1) 
Alabama 1.6% 1.8% 16.2% 5.2 
Mississippi 1.8% 1.6% -6.9% (2.5) 

Ar1<ansas 1.3% 1.4% 5.4% 1.5 
Louisiana 2.6% 2.0% -22.8% (12.2) 
Oklahoma . 1.6% 1.3% -16.2% (5.3) 
Texas 10.1% 9.8% -3.0% (6.2) 

Montana 0.5% 0.4% -4.6% (0.4) 
Idaho 0.4% 0.4% 8.3% 0.7 
Wyoming 0.2% 0.1% . -29.9% (1.2) 
Colorado 0.7% 0.7% -9.0% (1.4) 
New Mexico 1.5% 1.3% -11.1% (3.4) 
Arizona 3.0% 2.9% -4.2% (2.6) 
Utah 0.5%. 0.5% 1.2% 0.1 
Nevada 0.4% 0.4% 16.4% 1.2 

Washington 1.9% 1.7% -10.4% (3.9) 
Oregon 0.9% 1.1% 27.3% . 5.0 

Califomia 17.1% 14.0% -17.8% (62.3) 
Alaska 0.2% 0.1% -45.9% (1.7) 
Hawaii 0.3% 0.2% -34.4% (2.4) 

, ... . 

Source: Bureau of the Census dataset that will be usEtd in experimental poverty report on NRC recommendations. Note that 
the Curre/'t Population Survey which is the input data to the dataset does not have a sample designed to provide. 
state-level estimates for.ail states. Small state values on the iable are particularly likely to vary from those showr;. 

Note: 	 In 1996, 871 percent of $4,355 million'was available for distribution to states. FirSt, each State an amount . 
equal to its !1961 allocation. Then two-thirds of the remainder was allocated based upon the number 
of poor children 5 years old or younger. Thosa are the funds on the table above. 

. I 
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W1C "fair share" funds: Infants and children with family Incomes less than 185 percent of poverty 
NRC "l!enchmark" change in 1998 

official poor without change in fair share 
poor interarea variation shares (millions) 

Maine 0.29% 0.29% ·2.2% . 0.2 
New Hampshire 0.26% 0.31% 19.20/. 1.5 
Vermont 0.18% 0.16% -9.4% (0.5) 
Massachusetts 1.73% 1.81% 4.8% , 2.4 
Rhode Island 0.26% 0.29% 11.4% 0.9 
Connecticut 0.86% 0.85% -1.7% (0.4)' 

New York 7.12% 6.88% -3.3% (6.8) 
.NewJersey 1.74% 1.69% -2.9% . (1.5) 
Pennsylvania 2.68% 2.91% 8.4% 6.7 

Ohio 4.18% 4.24% 1.4% 1.7 
'Indiana 1.23% 1.73% 40.8% 14.7 
Illinois 3.90% 4.17% 6.9% 8.0 
Michigan 3.16% 2.97% -6.1% (5.7) 
Wisconsin 1.52% 1.64% 8.1% 3.6 

Minnesota 1.29% 1.45% 13.0% 4.9 
Iowa 0.95% 1.12% 17.4% 4.9 
Missouri 1.93% '. 1.69% -12.1% (6.8) 
North Dakota 0.14% 0.18% 24.8% 1.0 
South Dakota 0.24% 0.23% -4.7% . (0.3) 
Nebraska 0.60% 0.61% 1.1% 0.2 
Kansas 1.09% 1.15% 5.3% 1.7 

Delaware 0.22% 0.20% -8.6% (0.6) 
Maryland 1.73% 1.79% 3.8% 1.9 
District of Columbia 0.26% 0.24% -8.0% (0.6) 
Virginia 1.91% 2.02% 5.6% 3.2 
West Virginia 0.65% 0.59% -9.1% (1 i) 
North Carolina 2.30% 2.43% 5.8% 3.9 
South Carolina 1.08% 1.17% 8.0% 2.5 
Georgia 2.89% 2.71% -6.1% (5.2) 
Florida 5.43% 5.33% -1.9% (3.0) 

Kentucky 1.24%' 1.36% 9.3% 3.4 
Tennessee 2.31% 2.32% 0.2% 0.1 
Alabama 1.75% 1.84% 5.0% 2.6 
Mississippi 1.63% 1.55% -5.3% (2.5) 

Arkansas 1.51% 1.52% 0.4% 0.2 
Louisiana 2.01% 1.86% -7.5% (4.4) 
Oklahoma 1.47% 1.46% -0.9% (oA) 
Texas 9.71% 9.38% ~3.4% (9.8) 

Montana 0.46% 0.43% -6,1% (0.8) 
Idaho 0.55% 0.53% -4.0% (0.7) 
Wyoming 0.21% 0.21% -2.2% (0.1) 
Colorado 1.00% 0.99% -1.2% (0.4) 
New Mexico 1.30% 1.24% -4.8% (1.8) 
Arizona 2.75% 2.50% -9.2% (7.4) 
Utah 0.74% 0.96% 29.7% 6.5 
Nevada 0.41% 0.45% 10.0% 1.2 

Washington 2.24% 2.18% -2.6% (1.7) 
Dragon 1.17% 1.27% 8.2% 2.8 
Califomia 15.04% 14.41% -4.2% (18.5) 
Alaska 0.19% 0.20% 2.3% 0.1 
Hawaii 0.46% 0.50% 7.8% 1.1 

Source: Bureau of the Census dataset that will be used in experimental poverty report on NRC recommendations. Note that 
the Currant Population Survey which is the input data to the dataset does not have a sample designed to provide 
state-level estimates for all states. Small state values on the table are particularly likely to vary from those shown. 

, 'I . . 
Note: Reflects $2.9b "fair share" funds. Other WlC "stabilization funds" are distributed based on prior year's allocations. 
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1988 CHIP gnlnts ullllilr ~mmt poverty menul'II and NRC "benchmlr1t:; no Interare. YlrI.tlon 
uninsured uninsured 1998 CHIP grants percentage 

children children state oftielal nrc oftidal nrc oftidal nrc change change to 

Maine 
New Hampshire 
Vermont: 
MassachusetlS 
Rhode Island . 
Connecticut 

less than 200% 
oftidal poverty

I 26,659 
! 19,937 

3,370
I 95,404 
' 6,844 

.1 63 
. 
658 

less than 200% 
NRC poverty 

31,391 
24,975 
3,370 

101,082 
6,844 

63,999 

cost factor 

0.8863 
0.976 

0.8604 
1.0576 
0.958 

1.1237 

product 

23,628 
19,458 
2,900 

100,899 
8,556 

7,,1,532 

product 

27,822 
24,376 
2,900 

105,905 
. 6.556 
71,916 

share 

0.31% 
0.25% 
0.04% 
1.32% 
0,00% 
0.94% 

share 

0.34% 
0.30% 
0.04% 
1.30% 
0.08% 
.0.88% .. 

share 
(millionS) 

13.0 
10.7 

1.6 
55.5 
3,6 

39.3 

shere' . 
(millions) 

14.2 
12.5 
1.5 

54.7 
3,4 

36.8 

with nrc 
(millions) 

(1.2) 
(1.8) 
0.1 
0.8 
0.2 
2.5 

ClJrrent grant 

9.6% 
16.6% 
-6.90/0 
-1.4% 
-6,9% 
-6.4% 

New York 
New Jersey 
Pennsylvenla 

:~~:~: 
[170,714 

511.847 
229,597 
177,162 

1.0014 
1.1241 
1.0005 

519.815 
230,031 
170,799 

558,630 
258,090 
177.251 

6.80% 
3.01% 
2.23% 

6.80% 
3.14% 
2.16% 

1285.9 
126.5 
93.9 

286.0 
132.1 
90.l! 

(0,1) 
(5.6) 
3.2 

0.0% 
4.4% 

-3.4% 

Ohio 
Indiana 
illinois' 
Michigan 
'M!COnsin 

213,116 
77.818 

177,659 
122,210 
48,873 

238,801 
80,820 

194,312 
123,137 
57,813 

0.9617 
0.9169 
0.9892 
1.0001 
0,9229 

204.954 
71,351 

175,740 
122.222 
45,105 

229,654 
74,104 

192,213 
123.149 
53.358 

2.68% 
0,93% 
2.30% 
1.60% 
0.59% 

2.80% 
0.90% 
2.34% 
1.SO% 
0.65% 

112.7 
39.2 
96.7 
67.2 
24.8 

117.6 
37.9 
98.4 
63.1 
27.3 

(4.9) 
1.3 

(1.7) 
4.2 

(2.5) 

4.3% 
·3.3% 
1.8% 

-6.2% 
10.1% 

Minnesota 
Iowa 
Mlssou~ 

88,894 
51,502 

113,742 

76.431 
61.228 

120,728 

0.9675 
0.8253 
0.9075 . 

68,655 
42,504 

103,221 

73,947 
SO.531 

100,560 

0.87% 
0,58% 
1,35% 

0.90% 
0.82% 
1,33% 

36.7 
23.4 
58.8 

37.9 
25.9 
56.1 

(1.2) 
(2.5) 
0.7 

3.3% 
10.7% 
·1,2% 

North Dakota 11,558 14,728 0.8587 9.923 '12,647 0.13% 0.15% 5,5 6.5 (1.0) 18.6% 

South Dakota 
Nebraska 

8,265 
22,023 

9,464 
31,593 

0.6559 
0.844 

7,074 
18,587 

8,002 
.26,664 

0.00% 
0.24% 

0,10% 
0.32% 

3.9 
10.2 

4.1 
13.7 

(0.3) 
(3,4) 

6.5% 
33.5% 

Kansas 48,320 49,288 0,8704 42,058 42,900 0.55% '0,52% 23.1 22.0 1.2 ·5.1% 

Deleware 20,353 22,189 1,0553 21,479 '23,416 0.~8% 0.29% 11.8 12.0 (0.2) 1,5% 

Metyland 
OIstlicl 01 Columbia 

79,002 
11,005 

82,815 
12,267 

1.0498 
1,2857 

82,937 
'14,150 

86,939 
15,772 

1,00% 
0.19%" 

1.05% 
'0,19% 

45.6 
7.8 

44,5 
8.1 

1.1 
(0.3) 

.2.4% 
3.8% 

Virginia 
West Virginia 
NoM Carolina 
South Carolina 

1130,080
21,892 

217,536 
;152,157 

133,846 
23.885 

241,493 
152,157 

0.9862 
0.8937 
0.9815 
0.9843 

128,285 
19.585 

213,512 
,149,768 

131,998 
21,346 

237,025 
149,768 

1.68% 
0,28% 
2,79% 
1,96% 

1,61% 
0.26% 
2.89% 
1.82% 

70,6 
10,8 

117.4 
82,4 

67.6 
10.9 

121.4 
76.7 

3,0 
(0.2) 
(3.9) 
5.7 

-4.2% 
1.6% 
3.3% 

-6,9% 

Georgia 
Flo~da 

202,499·i33,805 

228,500 
451,289 

0.9923 . 
1.0368 

200,940 
449,769 

226,741 
<167,896 

2.63% 
5.88% 

2.76% 
5.70% 

110.5 
247.4 

116.1 
239.6 

(5.6) 
7,8 

5.0% 
-3,2% 

Kentud<y 
Tennessee 
Alabama 
MISSisSippi 

,129,499 
242,909 
1105,259 

1121 ,305 

135,713 
208,164 
108,585 
133,425 

0.9146 
0.9799 

0.951 
0.8675 

118.439 
238,027 
101,052 
105,232 

124,123 
203,980 
103,265 
115,746 

1.65% 
'3,11% 
1.320/. 
1.38% 

1:51% 
2.48% 
1.26% 
1.41% 

65,1 
130,9 
55.6 
57.9 

63.5 
104.4 
52.9 
59.3 

1,6 
26.5 

2.7 
(1.4) 

·2.4% 
·20.2% 

-4,9% 
2.4% 

Mansas ,118,364 134.076 0.8871 105,001 118,939 1,37% 1.45% 57.8 60,9 (3,1) 5.4% 

Louisiana 215,408 227,688 0.8934 192,448 203,399 2:52% 2,48% 105.8 104.1 n ·1.6% 

Oklahoma 
Texas 

;149,080 
1,055.890 

177.786 
1,149.898 

0.8588 
0.9275 

128,030 
988,613 

152,682 
1,086,530 

1.67% 
12.93% 

1.86% 
12.99% 

70.4 
543.6 

78.2 
546.0 

(7.8) 
(2.3) 

11.0% 
0.4% 

Montana 22,321 23.607 0,8333 18.600 19,671 0.24% 0.24% 10,2 10.1 0.2 ·1.6% 

Idaho 31,098 32.713 0.8726 27,136 28,545 0.35% 0,35% 14,9 14.6 0.3 ·2,1% 

Wyoming 
Colorado 
New Maxico 

12,773 

1111 ,738
99,244 

11,315 
140.539 
100,463 

0.6758 
0.9888 
0:9169 

11,187 
110,465 
90,997 

9,910 
138,965 
92.114 

0,15% 
1.45% 
1,19% 

0.12% 
1,69% 
1.12% " 

6.2 
60.8 
50.1 

5.1 
71.1 
47,2 

1,1 
(104) 

2.9 

·17.5% 
17,1% 
·5.8% 

AI1zona 318,448 328,013 1.0472 333,477 343,495 4.36% 4.18% 183.4 175,9 7.6 -4.1% 

Utah 49 54,001 0.8977 44,407 48,476 0,58% 0,59% 24.4 24.8 (04) 1,6% 

Nevada 1 ,46847.979 55,562 1.2046 57,796 68,930 0.76% 0.82% 31.8 34.3 (2.5) 7.8% 

Washington 
Oregon 
Callfomla 
Alaska 

1147 ,448 
1100,744 

1.201,351 
15 648 

147,448 
111,955 

1,314,797 
19,691 

0,9352 
0,9947 
1,1365 
1.0869 

137,893 
100,210 

1,385,335 
16,588 

137.893 
111.361 

1.494,267 
21,009 

1.80% 
1.31% 

17,86% 
0.2;!% 

1.68% 
1.36% 

18.200/. 
0.26% 

75,8 
55.1 

751.0 
9,1 

70.6 
57,0 

765,0 
10,8 

5.2 
(1.9) 

(14,1) 
(1.6) 

-6.9% 
3.40/, 
1.9% 

17.9% 

HawaII 
1 •14,960 15,611 1.1722 17,536 18,300 0.23% 0.22% 9.6 9.4 0,3 ·2,9% 

Source: Bureau 01 the Gensi,s datasat that will be used In expe~mental povarty report on NRC re~mendations. Note that 
the Current Population Survey which Is the Input data to the datasat does not have a sample designed to provide 
9tat.._1 estimates'lor all states, Small slate values on the ta~le are partiwlarty likely \0 vaty from those Shown 
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Shares of ruml poor. a factor used In allocation of·rural development program funds 
I . 
. official 

poor . 

Maine U5% 
New Hampshire 0.52% 
vermont 0.83% 
Massachusetts 0.51% 
Rhode island 0.00% 
Connecticut 0.00% 

New York 1.86% 
New Jersey 0.00% 
Pennsylvania 2.13% 

Ohio 3.56% 
Indiana 2.49% 
Illinois 3.70% 
Michigan 1.51% 
Wisconsin 2.35% 

Minnesota .2.32% 
Iowa 2.10°,," 
Missouri 2.41°,," 
North Dakota 0.52% 
South Dakota 0.76% 
Nebraska 0.73% 
Kansas 1.41% 

Delaware 0.15% 
Maryland 0.00% 
District of Columbia 0.00% 
Virginia 2.19% 

1.93%West Virginia 
2.96%North Carolina 
2.50%South Carolina 
6.00%Georgia 
1.88%Florida 

5.07%Kentucky 
3.87%Tennessee 
3.23%Alabama 
5.56%Mississippi 

3.43%Arkansas 
2.63%Louisiana 
3.00%Oklahoma 
6.80%Texas 

1.63%Montana 
1.29%Idaho 
0.51%Wyoming 
1.25%Colorado 
3.08%New Mexico 
2.72%Arizona 
0.55%Utah 
0.07%Nevada 

3.13%Washington 
1.68%Oregon 
1.07%California 
0.39%Alaska 
0.55%Hawaii 

NRC "benchmark" 
poor without 
Interarea variation 

1.24% 
0.55% 
0.73% 
0.48% 

'0.00% 
0.00% 

1.83% 
0.0(1% 
2.92% 

3.76% 
3.29% 
3.27% 
1.42% 
2.41% 

2.47% 
2.06%' 
2.32% 
0.57% 
0.80% 
1.01% 
1.54% 

0.22% 
0.00% 
0.00% 
2.42% 
1.89% 

'3.84% 
2.26% 
5.56% 
2.52% 

5.29% 
3.87% 
3.60% 
4.83% 

3.53% 
1.66% 
2.59% 
7.96% 

1.60% 
1.42% 
0.52% 
1.03%. 
2.44% 
2.09% . 
0.41% 
0.11% 

2.29% 
1.94% 
0.89% 
0.19% 
0.37% 

change in 
shares 

7.2% 

5.1% 


-12.1% . " 


-7.5% 


-1.6% 

37.3% 

5.6% 

31.9% 


-11.8% 

-6.3% 

2.6% 


6.2% 

-1.7% 

-3.6% 

8.0% 

5.0% 


37.7% 

9.3% 


50.6% 

10.1% 

-2.3% 

29.9% 

-9.6% 

-7.3% 

34.2% 


4.5% 

0.2% 


11.5% 

-13.3% 


3;0% 

,36.9% 

-13.6% 

17.0% 

-1.7% 

10.3% 


1.0% 

-17.2% 

-20.8% 

-23.2% 

-25.4% 

61.3% 

-26.9% 
15.5% 

-16.6% 
-51.4% 
-32.7% )i

IJ 

Source: Bureau of the Census dataset that will be used in experimental poverty report on NRC recommendations. Note that 
the Curr~nt Population Survey which is the input data to the dataset does not have a sample designed to pr.ovide 
state-level estimates for aU states. Small state values on the table are particularly likely to vary from those shown. 
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Progl'lm 
1998 outIlYS 
(millions) 

BEA Poverty Itoresholds I '"ctor In IlIaclllons 
cltegory to sliles or other gl'lnt....? 

Is Itols by 
stltule? 

Poverty guidelines "'"ctor In 
eligibility or families Ind Indivldulls? 

Isltols by 
OI..ute? 

Income deductlons and Idjuo_ 
Isltolsby 
slatute? 

Sensitivity 10 chlnge In poverty 
me.sure. 

Mediclld 101,260 mandatory No. Spending depends on the numbe, of 
eligible applicants. 

not 
applicable 

A subsel of reCipients, mainly children, 
are .~gib16 based on famUy income 
under 133 percent of poverty (pregnant 
women, infants and chik:lren under 6). or 
100 percent of poverty (other children) 

yes Stales apply income rules consistent 
with the~ cash welfare programs to< 
familie. with children, 0< with SSf. 
However, states may apply more liberal 
deductions to cover pregnant W\lm8n 
and children. 

yes Because full benefit is available up 
to the income ceiling, dlanges to 
poverty guidel'mes oouId have 
significant cost and partidpation 
Impacts. 

FoodStampPl'"OgI'Im 22.416 mandatory No. Spending depends on the number 01 
eligtble applicanls. 

not' 
applicable 

Family gros. _. mu.t be below 130 
percent of poverty and net income (after 
deductions) must be below 100 percent 
of poverty. 

yes The !<>41owing are .ubtracled from gro.s 
regular money income: a) a standent 
dedudion ($134 in 1996); b) 20 percent 

of gro.s eamlngs; c) dependent care -
e""""sa. up \0 S2OO1month per child 
unde, age 2, 51751mornlto lor other 
children; c) to< household. with 

yes Additional analysis is naeded 10 size 
impacts. 

" '. 

Child nutrition progl'lm., including the 
National School Lunch Program, school 
bteakfa$l$, summer food service program 
lor children, and chUd and adult care 
feeding. 

8.796 mandatory No. Spending depend. on the numbe, of 
eligible applicants. 

not 
applicable 

Children wilto family incomes below 130 
percent of the guide~ne. receive moe 
meals. Those with incomes between 
130 percent and 185 percant receive 
meals at a reducad price. 

yes "" not 
applicable 

Very .et\sitive: a change in the 
poverty guIdeIirie. ilia! deereasad 
the number of children con.idered 
poor would deerea .. the number of 
chiidren currently e~ibla lor free 
meals. A change thel incteasad 
the number of children consldered 
poor would have I 

TItle I or tIMt Elemelltaly Ind 
See_Iry Education Act 

7,229 dl$(tetionary Allocation to Stales besed on oounty-level 
counts or childnm egad 5-17 who ere: 1) in 
poor famUies, based on Itoe most _I 
decannial census; 2) famUie. receiving 
TANF Of SSI; 3) in certain institution. lor 
neglectad and delinquent Ioste, children. 

yes no not 
applicable 

not applicable not 
applicable . 

Funding subject \0 e_riaIion. 
Change in distribution of poor would 
change allocation. 'ncrease In 
number of poor would mean smaner 
propo!fion of eligibles could be 
..rved al current funding, creating 
upward pressurv on apPfOPriations. 

Community Development Black Gl'lnt 4.989 discretionary COBG allocations to Stale. and enlitlemenl 
c:ommurWes are determined by the use of 

ye. no not 
applicable not a~ not 

applicabla 
Funding subject 10 appropriation. 

. Change in distribution of poor would 
two lom1utas. FO<muta A weigllts share of change allocation. . 
poor at 50 percenl population al25 percenl 
and ov~ed """'sing at 25 perean! 
FO<mula B weigt:>ts the pereanlage of 
".,..,sing units buiH before 1940 at 50 
peri;.,nl poverty at 30 pereanl and 
population growth tag at 20 percenl 

. --Rural clevelop1rient progtam.;lndudlng - QbrogSu.,ns;dired:- dl$(teliooary -A-sIaIe's share of the poor"",,' popu'ationls ""yes------no-· ·not--·_-nOt a~e not---'. FUiiding iUbjiiCtio ~. 
dii..ct and guaranlaed loans tor. single loans, and loan a factor in anocation of funds. . appbcable applicable Change in dlsbibution of poor would 
and multifamUy tIouSing, community guarantees of change allocation_ 
facilitie., wale, and wastewate, treatment. 7:706 in 1998 
facilities, and rural busine .... as wen as 
supporting grants for an loan types and 
·rentalas"sta 
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1998 outlays BEA cateoo Povef1y thNshold, a ,a<:tor In allocations ,Is this by Pov.f1y guidelines a 'o<:tor In ,.thls by 	 Is this by Sensitivity to chanoe In ""\/<If1yProgram 	 Incom. deduc:tlon. ond adjustments
(mlll!~1 ry to ,tol•• or other gnntees? slalute? eligibility of ,amilles ond Individuols? statut.? 	 statuto? m••SUNS 

Heod Stort 4,128 discn>tionory 	 Each Slllle', share of poor childtt>n up 10 age yes AI le.sl 90 percent of childlen in a local yes no not Funding subject to appropriation. 
5 Is a factor in detennining distribution of prt>Oram must be from poor families. or appt!eable Ch.nge in d!$tribution 01 poor would 
about two-thiro, of funds, familkts receiv1ng cash welfare, or foster chango allocation. Increase in 

care, 	 number 01 poor would mean smaller 
proportion of eligibles could be 
served at currenl funding, cn>ating 
upward pressure on appropriations. 

WlC (Special Supplemen1al Nu1Jition 3.949 disCl'etionary 	 Part of funding based on each state's share ye' State, may sel eligibili1y level. up to yes no not Funding subject to appropriation, 
'Program for Women. Infants. and ' 01 pregnant and iodating women.,infants. 185 percenl of tt1e ",,""rty income applicable Change in'distnbution' 01 poor would 
Childtt>n) and children up to age 5 with family incomes guidelines, change anocation, Incn>as. in 

bek>w 185 percent of poverty, number of poor VWOUkf mean smaHer 
prop!ll1ion of eugible. could be 
served at current funding. "",ating 
upward pre ..ure On appropriations. 

.lob Training Partnership Act J, 1.870 disCl'etionary 	 Stirte shares of tt1e poverty populaUon are yes At least 90 percent o( participants must yes Unemployment Compensation, child not Funding subject to appropriation. 
used 10 disltibule one-thiro of fundS under be "economically disadvantaged: One support payments. and welfare appncable Change in di.tribution of poor would 
tiUe II·A Adul~ II-C youth. and II·B Summer c:nterion is family income betow t:he paymenls are excluded from coonlable change anocation, ,Incn>ase in • 
Jobs programs, _rty guideline., income. number of poor would mean ,maner 

proportion of eligible, could be 
served at curref)! funding. cn!ating 
upward pres.ure on appropriation., 

Child H..aKh Insurance Pn>gram block ' Enacted in 1997, mandatory Allocation factors include uninsured children ye~ , Beneficiarie. mu.t have family in<;Ome yes State. may allow deduc:lion. from gross yes Annual .llIIe aJlo<:ations are based 
grants Outlays for 1999. from familles with income, beloW 200 ' bek>w 200 percent of_rty guidelines, income. on state shares of uninsU'f1td 

1.885m percent of ""verty. cI1ildren with family income. under 
200 percent of """"rty in Ifaae 
years of pooled CPS date, 
Changes to in. thnIshoids would 
change tt1e .hare., and change' to 
tt1e guide~ne. would change eligible 
population, 

HOME (Home Investment Partnership 1.438 di..",Uonary .The formula for detelTTltning alloations uses ye. no not not app~cable ; not Funding su~ect to appropriation . 
Program) six factors. Four of the six factors take app~cable appt!eable Change in distribution of poor would 

poverty criteria into consideration: 10 change allocation . 
. percent by vacancy-adjusted rental units 

where the household head is at or near the 

""v.rty level; 20 percent by rental units b 


UHEAP (Low Income Home Energy 1.022 d'l$aetionary 	 Allocation' based on ,here of eligibles, One yes Households must haw k>w income. yes no not Funding subject to 8ppfOpIiation. 
Assistance Program) 	 _lion of Iow-Income i, family income Criteria Inc:Iude 150 percent of !he applicable Unless funding nearty doubles, a 

bek>w 150 percenl of _rty. Howe_, ""..rty guidelines and 60 percent of change in distribution of poor would 
unless appropriation again rise, abOve 1984 state median income, In most .\ates. not change ellocation. ,I""",a.e in 

'-1iVi10f'U75m;-Mii:ls are Clistiibulliil ba,ed' -llie hiltiTCiitOrion'iShiijher:-	 number of I'OOf would mean smaller-­
on state .h...... of fundS in 1981. 	 ProPortion 01 eligibles could be 

se!Ved at current funding. creating 
upwaro pres 

Child Core and Developm.nt Block 978 disCl'etionery 	 Poverty guide6ne. ""v. and indired effect yes No not not eppt!eable not Funding subject to appropriation, 

Grant 	 on state allocations, One factor in allocation apptieable eppticable OveraD Impact on _ i. 

formula is !he parcenlage of child receiving mediated through change. to schOOl 
free or reduced priea school lunches, lunch partiejpation, 

http:Developm.nt
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,1998 outlays SEA catego Poverty th.....hold. a factor in a"celtions I.thl. by Poverty guidelines a factor In Isthl.'by 	 10 this by Sensitivity to change in povertyProgram 	 Income deductiono .nd adJustrMnts
(million.) ry to .t.les or ofhergrant.....? , statute? eligibility of families and Indivldu.ls? statute? 	 otatute? measures 

Matemal .nd Child Health Service. ea3 discretionary A stale's share oflo¥lJnCXJme Children is a yes Grants are to provide access to health yes no not Same as LiHEAP 
bIod< grant factor in a1location. care to low income mothers and appli<:eble 

children. 

Consolld.ted He.lth Contero. foonerly 815 ol:scretionary Poor population i. a factor in determining 	 no - F me care is available to families with no no not Same a. LfHEAP 
Community Health Centers. Migrant that an area is "medically underserved.· incoma below poverty, applicable 
Health Centers. health """ters for the 
ho~ess, and health centers for 
residents of ~blic'housing 

Tno progroms. Including Upw.rd sOund. 463 discretionary no not Participants must have family incOme yes Etigibility i. determined based on yes lncrea$f,! in the num~r counted as 
Student Supporl Centers. Telent Search. applicable below 150 percent of the poverty "taxable" income. whl<:h e><Cludes some poor would maan e smaller 
Educational Oppot1unity Centers. Ronald th.....hotd•. Qf;'vemment ca.h and al noncash proportion of eligibles could be 
E. McNair Post~baccalaureate transfers. .eIVed at currenllevels, creating 
Achievement upward pressure on aP1""'Pfiations, 

Senior Community Servlce 454 . discreijonary no nol Participants must be at least 55 years of, yes no nol Same as Trio. 
Employment Program applicable age and have incomes below 125 applieabia 

percent'of the poverty guidelines, " 
Legal Service. Corporation 283 discretionary no 	 not Clients musl have incOmes below 125 no No set deductions. but medical Same as Trio, 

applicable pe""'nt of the poverty guidelines (150 e><pen.... d1ild ca"" and otherworit 
perunt in some eases). 	 expenses may be taken into aa:ounl in, 

providing services to families with gross 
income above the ceiling, 

TlthI X Family Planning Services 203 discreUonary 	 Number of poor women is a factor in yes Free seMees am available to persons ' no nol Funding'subject to eppmpriotion. 
ellocation of lunds, with family i~below the poverty - applicable Change in distribution of poor would 

guidelines. 	 chBngsailocation: Increa .. In 
number of poor would mean smaDer 
proportion of eligibles could be 
'selVed al C>.Imtnllunding. creating 
upward pn!ssure on appropriations, 

Medlc.ld grant program for low- 200 mandatory Slale allocations based on .hare of ' yes Beneficiaries must have famity income yes Deductions from income musl be yes Change in distribution of poor would 
Income Medica... beneflcl.t1es Medicare beneficiaries with family incomes from 120-175 percenl of poverty consistent with SSI rutes, eIlange eliocation,lncree.. in 

from 120-175 percent of poverty thresholds, guidelines. 	 num,ber of poor 'MX.Ild mean smaller 
proportion of eligibles could be 
served at cummt funding, creating 
upward pres.u.... on appropriations. 

Emergency Shelter Grants 165 discretionary Similar to COBG above. yes no not nol appHcable not Funding subject 10 appropriation, 
applicable appli<:eble Change in distribution of poor would 

eIl.nge allocation, 

Weatherization Issistance 112 discretionary 	 Num~r of hou..holds with incomes below yes Recipients must have incomes below' yes . no not Funding subject 10 appropriation, 
125 .percent of poverty Is a faclor in 125 percant of poverty guidelines (150 appl'iC8b1e Change in disiribution of poor would 
all"""lion, pen::ent under some circumstances). or change allocation. Increa .. in 

be redpients of cash W<!~are. 	 number of poor would mean smaDer . 
proportion of atigible. could be 
SOlVed at current funding. a:eating 
upward pressure on eppropriations" 

Foster,Clfandp.....nts 83 discretionary Number of person_ 60 and older with yes Participants must have incomes below ye' no not Funding subject 10 appropriation. 
--- iriC:Omes below-1oo peruntof povertYls a .125 'peic:ent of the-poverty guidelines- ---applicable:- Change In distribution'ol poor would 

t3etor in allocaijon, • (with some ...ce~onsJ, change all"""tion, Increase in 
nl.Jfliber of poOr wouk:l mean smaller 
proportion of eligibles could be 
seIVed al C>.Iri'ent funding. creating 
upward pressure on appropriations. 

http:Medlc.ld
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1998oullayo Poverty tlu'esholds .. facto, In aUo.atlono I, this by Poverty guldeU"", a factor In Is thl' by 10 this by Sensitivity to .hlnge In poverty 
Program Income deductions and adjustments 

(mllllono, BEA cat<tgoty to states or other gnlntees? staMe? eligibility Of families and Individuals? ,taM..? ,taMe? measures 

Senior Companions: 45 disaetionary Number 01 persons 60 and older wM yes. Participants must have incomes below yes no not Funding subje<:l to epp<ap<iation. 
Incomes below 100 pen:ent of poverty is a 125 pen:ent of the poverty guideline. applicable Change In dislribution of poe< W<lUId 
factor in allocation. (wM some exceptions). change allocalion. Increase in 

number of poor would mean smarter 
.. proportion of eligibles could be 

HIVed at current funding. ""'sting 
. upward pm~sure on appropriations. 
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July 10. 1998 

The Honorabli William 1. Clinton . 
President ofilie United States 

. . I 

The White House 
Washington,:Dc 20010 

I 
.Dear Mr. President. 

I am happy to provide you with the following summary of the new Research Brief from the 
National Centt?r for Children in Poverty (NCCP): "Young Child Poverty in the States-Wide 
Variation and Significant Chan~." This report continues our work on the demography ofyoung . 
child poverty. lAs you may know, One in Four: America ~r Youngest PDQr, described the . 
changing face of young child poverty and illustrated how it cuts across nu:ial and geographic 
boundaries. ok March 1998 publication. '<YOUDg Children in Poverty: A Statistical Update;' 
used an alterna~ive measure ofyoung child poverty to demonstrate the powerful impact ofthe 
Earned Incom1 Tax Credit as a tool against young child poverty. 

The key findin~s ofthe Research Brief include: 

Wide DiQ'eren~ Among the States: There is great variation in both trends and levels of young 
child poverty among the states. Over the last two decades, changes in state young child poverty 
rates ranged frOm a S3 percent increaseJn Oklahoma to a 39 percent fall in Vennont. 

More th~n balf10fthe increase in the average number ofpoor young children in the United States 
over the laSt twp decades can be attributed to the nation's three most populous states, California, 
New York. aoolTexas. These three states each experienced dispropof'tioflDtely steep rises in their 
young child poverty rates over the past two decades (24, 21, and 24 percent respectively). The 
number ofpoor, children under age six in California, New York, and Texas rose to an average of 
2.0 million in 1992-1996-up from an average of 1.2 million in 1979-1983. 

Several smaller Istates' also experienced. significant increases in their YCPRs during that period, 
including Montana (S I percent), Arizona (46 percent), West Virginia (4.5 percent). and Louisiana 
(40 percent). TWo states saw their YCPRs fall dramaticaUy,.with a 26 percent drop in New Jersey 
in addition to rhb 39 percent fall in Vermont.. 

.Young Child! P~yerty is an American Problem: This report confirms that young child poverty 
is an American problem that affects regions all across the nation. We found states with either 
high fates ofpoverty andlor steep increases in their poverty levels in the West (CA), Northeast 
(NY), South (L~. WV). Southwest (AZ) and in the Rockies (MT). . 

Welfare ReforJ.: It is still too early to fully evaluate the impaCt that welfare reform has had on 
young child poJerty rates, as the most recent ,Census data predate the implementation of the 
changes in the 1996 federal welfare law, You are well aware that two-thirds of welfare recipients 
arc children. WJlfare refonn cannot be a success if it leaves millions of children in poverty. It is 
not enough to erld welfare as we know it. We also have to end child poverty as we know it. 

~CSPII 
i CIlIUlllhl.1 Sl:hlllli (!ll'lIblil.: I kalth 
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, f ' " 
As you know,our report is being released at a time when akcy deadline in the 1996 federal 
welfare overhaul bas been recently missed. The law requ.iIes each ofthe 50 states to provide an 
annual curren~ estimate of its child poverty rate by May 31 ofeach year, beginning in 1998. Ifa 
state's child poverty rate increases by ',five percent or more, and the increase can be attributed to 
welfare refo~ the new law requires the state to file a corrective action plan with the Departinent 
of Health and Human Services (DHSS). It is critically important for. DHMS to complete the task 
of developing 1m appropriate methodology to track year-t<>-year changes in state child poverty 
rates. . 

The Working Poor: It is also important to remember that most poor young children live in 
working fiuttilies (63 percent) and that 5tateS need to 'develop strategies to help non~wel:f.ue 
families to. get lout ofpoverty. , 

Demographic Factors: NCCP conducted statistical analyses in order to examine the degree to 
which three demographic factors (single motherhood, maternal education, and parental 
employment) ~ould account for the wide variation in state child poverty trends. Changes in these 
three variables accounted for all ofttle change in the YCPR in seven states and none ofthe 
change in 12~. The median percentage of the change in the YCPR that is explained by these 
variables was ~O percent. We also found rhat immigration constitutes an Unportant but not 
exclusive factor ill the growth of family poverty in the three most populous states: California, 
New York., and Texas. . 

. Future Resear:cb: Over the next year. Necp intends to intensively examine other metors aBbe 
state level-sUch as economic and policy variables-that affect young child poverty rates, and to 
issue additiolllal reports. '.' . . 

Leadership frok the White House couJd be critically important in encouraging a "race to the top" 
among the states to see who can do the most to reduce young child poverty. We at Neep hope 
that this report &m in some way serve that goal ,. , . 

I would be hapJy to b~efyou in more detail about our research or any other relevant issues at 
your earliest co~venience. My home Du;mber is 212-579-2424 and my direct line at NCCPis 212~ 
304~7101. Pl~e do not hesitate to contact me ifyou should have any :further questions. 

I- .. 
J. Lawrence Abet 
Director . 

Cc: Bruce Reed 
IDebra Waxman 
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T he purpose of tIns research brief from the National Center for Children in Poverty 
(NCCP) is to describe levels and trends of young child poverty in the states and to 

understand some of the important reasons behind the differences across the states. Key 
findings from the research brief include: 

.. Considerable variation exists among the states' young child poverty rates (yCPRs). In 
. particular, seven states and the District of Columbia have rates significantly higher 
than the national average and 15 states have rates that are significantly lower. Young 
child poverty rates for 1992-1996 ranged from 11 percent in Utah to 41 percent in 
Louisiana. 

, 
,. 	Ten states have experienced significant changes in their YCPRs between 1979...,1983* 

and 1992-1996. Specifically. eight states' YCPRs increased, while the rates oftwo states 
'\ decreased. Cbanges in state young child poverty rates ranged from a 53 percent in­

crease in Oklahoma to a 39 percent fall in Vermont Nationally, the young child poverty 
rate (yCPR) inqeased from 22.0 to 24.7 percent during the period covered bytlie study 

.-an increase of 12 percent. The number of poor young children in the United States 
grew iTom an,average of 4.4 million to an average of 5.9 million over the same period. 

.. 	California. New York. and Teus each experienced steep increases (24; 21, and 24 per­
cent respectively) in their YCPRs between 1979-1983 and 1992-1996. These in~reases 
were significantly higher than the national increase of 12 percent. Indeed; more than 
baH ofthe increase in the average number of poor young children in the United States '. 
over the period covered in this study can be attributed to these three states . 

.. 	Three demographic factors-changes in family structure, employment patterns, and 
educational attainment-accounted for a notable proportion of the changes in state 
young child povertY rates over the past two decades. 

Wth the passage of federal welfare reform in 1996 (The Personal Responsibility and 
.Work Opportunity Reconciliation Act or PM), accoUIltability for the well-being of 

low-iucome families has shifted substantially from the federal government to the states. 
The legislation requires that each state provide an annual current estimate of its childIntroduction 
poverty rate by May 31st, starting in 1998.lf that rate exceeds the previous year's rate 
by more than 5 percent {e.g., from 20 percent to more than 21 percent). and this increaSe 
can be attributed to the effects of welfare reform. then the state must submit a corrective 
action plan. The logic of this requirement is clear: two-thirds of welfare recipients are 
childrenl and welfare reform cannot be deemed a success if it leads to higher child pov­
erty rates:! 

As of July 1998, the federal government is in the process of determining two critical 
methodologies: (1) how to estimate state-level poverty rates and (2) how to isolate tbe 
causes of poverty increases so that the conditions underlying the req,uirement for propos­
ing a oorrective action plan can, in fact, be.met. With respect to the latter point, it is clear 
that if such a methodology is unavailable to ~e states, then it will be impossible to 
determine whether a corrective action plan is necessary; The federal government is months 
behind their anticipated schedule of developing the means necessary for the states to· 
fulfill the obligations outlined for them in the welfare reform act.;I 

. " This research brief diliCUBseli young child pOVtlrty since 1979 because NCCP plans to lise these statistics as Il. baseline 
for a. future report that will use alWllUItiVI$ moUUtell of poverty-for which the necesllill'jl date. onlybecaUle available in 
1979-to eXAmine the effew .of polley cluulge$ on ytlt111g child poverty mles. 

S0d 081: 
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State Rates of 
Poverty, Extreme 
Poverty, and Netir 
Poverty Among 
Young Children 

In the end, it may be that the major outcome of the reporting requirement will be simply to 
help shine a spotlight on the problem of child poverty in the United States: its level, trends 
over time, differences across states andvarious subgroups, and its causes and consequences. 

This research brief focuses primarily on variation among the 50 states in young child pov· 
erty.~ that is, povertyamong children under age six. These young children have the highest 
poverty rates of any age group and are the most vulnerable to the impact of poverty. 
Preventing poverty in early childhood can reduce the incidence of several negative out· 
comes-e.g_. costly medical problems, developmental delays, teen pregnancy, and adult 
unemployment-that are associated with young child poverty.SThe report addresses three 
sets of questions: 

~ For the five-year period prior to the passage and implementation of the PRA, 1992 
through 1996,0 how much did states vary in their YCPRs? 

~ For the period from the late 1970s/early 1980s (1979-1983) through the early 1990s 
(1992-1996), how much did states vary in their rates of change in the YCPR? 

~ Are there key demographic factors that help to explain the differences among the 
states in the extent to which their YCPRs have changed? 

As America enters a new era of increased state responsibility for children's well-being, 
this report provides baseline information on state child poverty rates to help establish a 
context in which individual state child poverty trends can be better Wlderstood. 

For the five-year period prior to the passage ana implementation of the PRA, 1992 
through 1996, how much dtd states tJQry in their YCPRs? Maps 1 through. 3 display 

the poverty, extreme poverty, and near poverty rates of the states according to three 
categories-whether each state's rate was: (1) statistically similar to the national rate, 
(2) statistically significantly higher than the national rate, or (3) statistically significantly 
lower than the national rate. Actual estimates and their associated 90 percent confidence 
intervals are presented in Appendix Tables 1 through 3.7 

Map 1 and Appendix Table 1 (poverty rates of children under age six, by state, 1992­
1996) reveal that the economic well-being of young children varied substantially across 
the United States. (The official povertythreshold in the United States in 1996 was $16,036 
for a family of four.) The young child poverty rate ranged from under 12 percent in New 
Hampshire and Utah to 40 percent or more in Louisiana and West VlIginia. The District 
of Columbia and seven.states-the large states of California., New York, and Texas, plus 
Louisiana, Mississippi, New Mexico, and West VlI'ginia-had young child poverty rates 
that significantly exceeded the 1992-1996 national rate of Z4.7 percent. Fifteen states 
had rates of poverty that were significantly lower than the national rate. These were 
'distnouted around the country and included large states like Pennsylvania and New Jer­
seyand small states like Vermont and North Dakota. 

Map 2 and Appendix Table 2 (Extreme poverty rates of children under age six, by state, 
1992-1996) show that extreme poverty (the proportion ofyoung children in families with 
incomes of less than 50 percent of the poverty line) varied to an even greater extent 
across the states. Fewer than 3 percent of young children in Hawaii and Vermont found 
themselves in extreme poverty compared to more than 20 percent in Louisiana, Missis­
sippi, West Virginia. and the District of Columbia. All together. eight states (the large 
states of Florida, New York, and Texas, in addition to New Mexico, Oklahoma, and the 

N••tioll:ll CUrlIer lor (~hildl un I~ I'(wmty I I ' II I I Y()llng Child POl/erty in tile St.lies 
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latter group just mentioned) and the District of Columbia bad extrem.e poverty rates that 
were significantly higher than the U. S. average of 11.7 percent. Fifteen states bad rates 
that were signific,an~y lower than the U.S. average. 

"j' , 

Last. Map 3 and Append,ix Table ~ (Near poverty rates of children under age six! by state, 
1992'-1996) reveal that the near poverty rate (the proportiOll of young children in fami­
lies with incomes below 185 percent of the poverty line) * among young children ranged 
from less than ~O percent in Massachusetts and New Jersey to greater than 60 percent in 
Mississippi. West Vrrginia, and the District of Columbia. '!\velve states had near poverty 
rates that were significantly lower than the national average of 44.2 percent, whereas 11 
states-including,California, Florida, and Texas-and the District of Columbia had,rates 
that were significantly greater than the national rate. 

, I 
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MAP 1 I 
Poverty rates of children 
under age six, by state, 
1992-1996 

[J States with poverty rates significantly lower than the national rate [151 

• States with poverty rates similar to the national rate [28J 

• Statei with poverty rates significantly higher than the national r!1te [81 

• Children in families With incomes between 100 and 185 percent of thu iad(lrnl poverty line are considered near poor 
1;Jo¢4n$O ~h!lY are served by a number of government assistance progT.tllls for low-income people-such as Medicaid, the 
School L\ll1c.h.!Uld School Bteakfut programs, and the Special SupplemenUl Nutrition Program for Women, lnfants, and 
Children (WlC)--t.lvl.t,11111$ lS5.porcont of the poverty line as the ilpper littlit to determine eligibility, 

4 YOl/flg Clli/(/ POVC'!'ty /I') tdc· ~SI;1tt~S I I 'I ' I National ConteI' for Childr(m in Poverty 



MAP 2 1 

·Extreme poverty ratesi 
of children under age six, 
by state, 1992-1996 	 I 

! 

. D States with extreme poverty rates significantly iower than the national rate (15] 

• States with e~reme pov~rty rates similar to the national rate [27] 


III States with extreme p~verty rates significantly higher than the national rate [9] 


• Children In families with Incomes 01 less than 50 P9(CQn!. 01 tl'lfii ledGral poverty fine. 

MAPS 
Near poverty rates" of 
children under age six, 
by statel 1992-1996 

o States,with neat poverty rates significantly lower than the national rate (12] 

.m~ States with near poverty rates similar to the national rate [27] 

• States with near poverty rates significantly higher than the natIonal rate [12) 

• Chlldran In 1amIU", wlll'lincom&a below 165 percent of the fOOer&1 POIIClrty liM. 

National CI!lltL'r fOl' C[lIldrinll in: Pov.;-rty I I I, 	 1 ,I YnUtlfl Ollila Poverty in the.- Sl;lti~s !i 
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Changes in Stat~ 
Young Child 
Poverty Rates 
from 1979-1983 
to 1992-1996 

;;;;-;*--"---~-T 

Change in the percentage 
of children under age six 
In poverty, by state, . I 
1979-1983 to 1992-1996 

For the P'erlodjrom 1979--1983 through 1992-1996, how much did states vary in their 
rates ofchange in their YCPRs? Map 4 and Appendix Table 4 (Change in the percent-, 

age of children under age six in poverty, by state, 1979-1983 to 199Z-1996) examine the 
levels of poverty in each of the two time periods and the percentage change that took 
place in each state. Here. too, there is abundant 'O'ariation by state. N'ationally. the YCPR 
climbed by 12 percent over the time period observed. The rate appeared to increase by 
over 20 percent in 15 states, including COllllecticut (62 percent), Wyoming (55 percent), 
Oklahoma (53 percent), and Montana (51 percent). At the same time, the poverty rate 
decreased by more than 20 percent in :five states: Alabama (-20 percent). Alaska (·23 
percent). Delaware (-24 percent). New Jersey (·26 percent). and Vermont (-39 percent), 

Ten states exhibit statistically significant changes in theirYCPRs.8 In particular, the YCPR 
increased significantly in eight states-the three largest states in the union; California, 
New York, and Texas, as well as West VIrginia, Louisiana, Oklahoma, Montana, and Ari­
zona (see Appen<fu: Table 4). California. New York, and Texas each experienced dispropor­
tionately steep rises in their yOWlg child poverty rates over the past two decades (24, 21, 
and 24 percent respectively). Indeed. these three states accolUlted for 53 percent (nearly 
800,000) of the total national increase of 1.5 million in the average number of poor young 
children. On the .other hand, New Jersey and Vennont are the only states that experienced 
significant declines in'their YCPRs between 1979-1983 and 1992-1996. The fact that only 
ten states showed statistically significant trends does not imply that other states' YCPRs 
did not change, even dramatically, over the time period observed. For many states the 
number of individuals ,interviewed was simply insufficient to draw such a conclusion. 

o States where p\?verty rate decreased significantly [2] 


II States where povertY rate did not change by a statistically sIgnificant margin (41] 


Ii States where pov~rty rate i~creased significantly [8) 


I) YOW1[l Child POV'jf'ty itl th'c· 'fiUltt'S I I I, : 1 1 National Cc')ntrlr for Chiidn;m in P,welty 
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:why Do State 
Poverty Trends 
Differ? 

A re there key demographic factors that help to explain the differences among the states in 
the extent to which their YCPRs changed? States differ considerably with respect to 

how they fared over the period 1979-1983 to 1992-1996. This variation may be caused 
by the possible differences among the states in the trends for a wide range of factors. On 
the basis of prior research,? NCCP focused on three ofthese variables which are potentially 
relevant to all of the states: the proportions of children with (1) single mothers (family 
structure), (2) mothers who' completed high school (maternal. education), and .(3) at least 
one parent employed full time (parental employment). (See Appendix Table 5.) 

Single Mothf;!rhood 

The increase in the nationwide proportion of young children with single mothers was 25 
percent since 1979-1983. However, the change varied from increases of more than three­
quarters in New Mexico (99 percent), Kentucky (88 percent). Montana (84 percent) andI 

Nebraska (77 percent). to decreases in the District of Columbia (-3 percent), aijd the three 
states of Maryland (.4 percent). Arkansas (-6 percent), and New Jersey (-15 percent). 

Maternal Education 

Similar variation existed across the states in the changes in the proportion ,of mothers 
who completed high school. The proportion increased nationally by 4 percent, but in­
creases were much more pronounced in states such as Mississippi (17 per~nt; its per­
centage in 1979-i983 was the lowest among all states), Arkansas (16 percent), and 
Indiana (16 percent). The proportion actually decreased in the District of Columbia (-12 
percent) and eight states, including Montana (-7 percent) and California. (-6 percent). 

Parental Employment " 

Although the employment scelle generally improved for the llation over this time period. 
with a 3 percent increase in the proportion of young children with at least one parent 
employed full time. the situation differed dramatically among the states. The employ. 
ment environment detenorated in the District of Columbia (-18 percent) and many states, 
including New Hampshire (-14 percent) and Connecticut (-13 percent). At the opposite 
end of the spectrum, six states saw increases of 15 percent or more-Alaska (48 per· 
cent), Hawaii (21 percent), Arkansas (17 percent), VlI'ginia (16 percent), Delaware (15 
percent), and Washington, (15 percent). 

NCCP conducted statistical analyses (details of which are available on request) to assess 
the degree to Vlhich these three factors explain the rise or fall of individual state poverty 
rates. Family structure, maternal education, and parental employment variables account 
for all of the change ill the YCPR in seven states and none of the change in 12 ,states. The 
median percentage of the change in the YCPR that is e.1:plained by these varl.a.bles is 30 

, percent. Thus, once again there is great variation among the states-this tim~ not only in 
the magnitude of change that they had experienced in the YCPR. but in the deuee to which 
the three factors drove these changes. A summary measure of the distribution across 
states of the explanatory power of these factors-the 30 percent median-indicates that 
these factors played an important role in state poverty trends. In many political and policy 
discussions, either the breakdo'WIl of the two-parent family or high school dropout rates or 
the lack of full·time employment is cited as the major ca'\?se of increases in. young child, 
poverty. This analysis suggests that all three factors combine to influence rates of states' 
growth in the YCPR and that policymakers would do well to monitor each of them closely. 
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Because this study found that more than half of the national increase in the average 
number of young children in poverty occurred in California. New York, and Texas. NCCP 
examined the impact of imnugratioll on the increase in young cluld poverly in those states. 
Indeed. each of these states has a large and growing immigrant population. IIi prelimi. 
nary analyses, NCCP·finds that immigration trends constitute an important, though not 
exclusive factor in the growth of family poverty in california, New York,and Texas. NCCP 
is nOw embarking on further research to refine our understanding of immigration's place 
in the larger picture of the many elements that influence the economic well-being of 
children and families in the states. 

The effects of additional factors on state YCPRs-especially economic and policy fac­
tors-remain to be explored. In collaboration with other researchers, NCCP plans to 
intensively examine these factors over the next year. These may include, for example. 
variables that descnbe a state's business climate, which surely has substantial effects on 
individual low-income families' economic well·being. A potential state policy variable 
would be the extent to whioh a state's child care policies help low-income parents gain 
access to affordable child care and enter the work force. NCCP will also use an alterna­
tive measure of poverty to detennine the impact of state tax poliCies, particularly state 
earned income tax credits, which are currently available in only ten state8.10 

NCCP haS sought in thiS research brief to describe current variation in young child 
poverty rates across the 50 states, as well as in the trends that have taken placeConclusion 

over the period ~979-1996. This study has been motivated in part by the shift of respon­
sibility for the well-being of low-income families from the federal to state governments. 

The dramatic state variation in both the levels of the YCPR and their rates of growth over 
time underscores the wisdom of focusing on poverty at the state level. The analyses 
described here, however, highlight the technical difficulty in detecting annual changes of 
as little as 5 percent in the YCPR, given current data sources. Only ten states experi­
enced statistically significant changes in their YCPRs,in this analysis, as measured by 
the differences in two five-year averages separated by more than a decade. 

The federal government has mandated a focus upon the difference in child poverty rates 
obtained by comparing consecutive years of data. The U.S. Bureau of the Census is cur­
rently engaged in work aimed towards decreasing the uncertainty surrounding poverty 
estimates by developing new methodologies and supplementing existing data. from the 
Current Population Survey with new data from other sources. It will be difficult to fully 
judge the impact ofwelfare reform on children and families until such time as rigorous 
and sensitive means to detect annual changes in state poverty rates are devised. 

The simple analyses presented in this research brief do not by any means yield a compre­
hensive knowledge of state variation in young child poverty. Yet it is NCCP's hope that 
this publication will focus greater attention on young child poverty 'Within individual states 
and also help to encourage a "race to the top" among the states to find the most targeted 
and effective strategies to prevent young child poverty. 
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APPENDIX 1 I 

The Interpretation 
of Confidence 
Intervals 

The poverty rates in this publication were obtained from survey data collected from 
each state by the U.S. Bureau of the Census. In some instances, the state samples 

upon which the estimates are based are as small as a few hlUldred individuals. It is 
important to recognize the degree to which povertyestimates can fluctuate merelybecause 
of small sample sizes. A random sample of 300 people might yield Qne poverty rate; 
however, another sample of 300 might result in a rather different rate. The 90 percent 
confidence intervals shown in the tables detailing the poverty, extreme poverty. and near 
poverty rates of states reflect this variability. There is a 90 percent probability that the 
actual poverty rate falls within the upper and lower estimates indicated for each of the 
states. The precise poverty rates are unknown because the Census Bureau does not 
interview everyone but instead relies on samples that include only a fraction of the 
population. 

The national young child poverty rate (yCPR) for 1992-1996 was 24.7 percent, with a 90 
percent confidence interval of 23.9 to 25.4 percent. There are two reasons that a state 
would fall in the middle group of states, that is, with a rate that appears to be similar to 
the national rate: (1) The estimated rate for the state is very close to the national rate­
North Carolina is an appropriate example of this, since its estimated rate is 24.6 percent; 
or (2) the estimated rate is quite low or high, but small sample si.zes prevent concluding 
with certainty that the state rate truly differs from the national rate. Wyoming, which 
appears to have a relatively low YCPR, 19.4 percent, is a suitable example of this. Once 
again, there is fair uncertainty about pinpointing that rate due to the small sample size on 
which that estimated rate was based. In Wyoming's case (and that of other states with 
small populations), there is a wide confidence interval (in this case, between 12.7 and 
26.0 percent). Because the national YCPR of 24;.7 percent falls within the possible range 

. for the YCPR of Wyoming, NCCP cannot say that Wyoming has a significantly lower 
YCPR than the nation as a whole. This is true for the large group of states shown in the 
middle of Append.ix: Tables 1 through 3 and Maps 1 through 3. Technically speaking, the 
uncertainty of the poverty estimates of the states comprising the middle group does not 
permit one to infer whether true differences exist between their rates and the natioIllll 
rate. None of them, then. has a YCPR that is statistically distinguishable from the na­
tional rate. The shorthand description of this concept that is invoked in the text, maps, 
and tables is sittiply that these rates are "similar" to the national rate. 

On the other hand, the confidence intervals of the District of Columbia and the seven 
states at the bottom of Appendix Table 1 lie entirely above the national rate of 24.7 
percent. Consequently, the District of Columbia and these seven states-California, Loui­
siana, Mississippi, New Mexico, New York, Texas, and West Virginia-have YCPRs that . 
are significantly higher (in a statistical sense) than the national rate. In contrast. 15 
states have YCPRs that are significantly lower than the national rate. 

Last, it may be confusingto note that Hawaii, for example, appears to have a lower YCPR 
than, let's say, Pennsylvania, and yet Pennsylvania falls in the lowest category while 
Hawaii falls in the middle category. This is due to the fact that the larger sample size for 
Pennsylvania res.ults in a much narrower confidence interval than the small sample size 
does for HaWaii. Thus, while the interval for Pennsylvania (15.2 percent to 21.5 percent) 
falls safely below the confidence interval associated with the national rate-23.9 percent 
to 25.4 percent-the interval for Hawaii does not. 
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APPENDIX 2 
Discerning the 
Influence of Key 
Factors on Changes' 
in State YCPRs 

Endnotes 

I,n order to asoertain the extent to which three factors-single motherhood, maternal 
education, and parental employment-explain changes in individual state poverty rates, 

two regression 'an,alyses were conducted for each state. The dependent variable in both 
regressions was whether a young child is in poverty.ll The first regression simply in­
cluded one independent variable, namely a dummy reflecting the time period 1992~1996. 
(The omitted variable, reflected in the constant term, referred to the time period 1979­
1983.) Thus, the coefficient of the time dummy is identical to the change in the YCFR. 
positive or negative, that took place between 1979-1983 and 1992-1996. 

The second regression added the three control variables to the model. The extent to 
which the coefficient of the time dummy moved toward zero is the amount of the change 
that can be attributed to the effects of the three control variables. If the coefficient moves 
to zero or switches signs, then it can be said that the three variables account for 100 
percent of the change observed in the YCPR. In the latter instance, the poverty rate 
actually would have increased, for example, rather than decreased had it not been for the 
trends in the state's three factors. If the coefficient moves further away from zero. then it 
can be said that the factors account for none of the change in the YCPR, because the 
YCPR actllally would have increased (or decreasec;t) further had the observed trends in 
the three control variables not taken place. 

1. U.S. Department of Health and Human Services. Administration for Children and Families. (1996). Characteris· 
tics andfiMllcfal circumstances QJAFDCredpieTlts: JiY1.993. Washington, DC; U.S. Department of Health and Human 
Semces. ' 

2. See Collins. A. & Aber. J. L. {1997}. How welfare rtiftJml can helP or hurt chlldrert (Children altd Welfare Reform 
Issue Brief 1). N~wYork, NY: National Center for ChUdre!l in Poverty, Columbia. .school of Public Health. 

3. On May 29th tbe U.S. Department of Health and Human Services (DHHS) issued a "Program Instruction" to all 
state ~encies administering the Temporary Assil;tance for N~edy Families ITANf1 program, infotming them that the 
state..'l need not submit their estimates of their child poverty rates for' the time being. Rather, DHHS will send the 
states child poverty estimates as soon lIB thll U. S. Buroau of th~ Census develops them, The particular methodology 
by which child poverty rates sho\lld be estimated and how the l'equireJi:J.ent for a corrective action pla.n will bo canied 
out will be contained in a. Notice of Proposed Rulemaking, which is sch~uled to be published in summer 1m. 
4. Statc-6pccific estioiates ofyoung child poverty rates do not yet Ulke into account differences in the cost of living 
by state, This data is simply not available and the differences arc substantial. The federal government, for example, 
has determined that in 1996 the lair market rent including utilities for a two·bedroom apartment in Birmingham. 
Alabama was $447, while it was $811 ill New York City. NCCP will address this issue in a subsequent work. 

5. Duncan, G. J. & Brooks-Gunn, J. (Eds.}. C()17$ef/utmces oj(lfl)lIJlng up poor. New York. N'Y: Russell Sage Foundation. 

6. It. is not possible at tllis time to study the impact of federal welfare reform. in the form of the Temporatjl 
Assistance for Needy F8111ilies flANFj progrlUIl. on young child poverty because the reform was implemented only 
in late 1996. For tl. bri",f discussion of the possible impact of state-initiated welfare changes on the YCPR, 6ee p. 12 
of: Li,1- &. Benuett, N. (1998). Young childTIfrI in pouertv: A statistical update, March lW8 Editiolt New York, NY: 
National Center for Childn:n in p()~rly. Columbia School of Public Healtll. Data for 1997 will be availa.ble faJl1998. 

1. All poverty estimates are baaed on data from the M/U'Ch Current Population Surveys (CPS). conducted annually 
by the U.S. Bureau of the Census. The CPS is 8. nationally reprea",ntative SUl'Vey of appro~mately 50,000 house· 
holds. For an in-depth discllssion of the int(l,tpretation of confidence intervals, see Appendix 1. 

8. Statistical significance is measUl-ed at 'the .10 level. Thu/;. for each of these ten states there is It 90 percent 
probability that the actual change in the YCPR is different from zero, The precise chang.es in powri¥ rates are 
unknown because the Census Bureau does not interview everyone in a given state for 11 particular time period. but 
instead rolies on stUnples that include only a fraction of the population. 

9. See, for oxamplc, Li &. Bennett in endnote 6 and Natiollal Center for Children in Poverty. (l99o}. (lnt in/our: 
Am,rica :S-llolingest poor. New York, NY: NAtional Cent"t for Children in. Poverty, Columbia School of Public Health. 

10. The ten states that supplement the federal EITC program willi their own are Iowa, Kansas, Mluyla.nd, Massa.· 
chuSlltts, Minnesota, New York, Oregon. Rhode Island, Vermont, and Wisconsin. 

11. 'tYpically, one does not apply ordinary leastsquA1."es regression lUla1ysill when the dependent variable is di­
chotomous. Here it is done for ellse of explication. Logistic regro50ion analYSe!! yield finding!> that Ate consistent 
with those that are de!!cribed. 
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APPENDIX TABLE 1 I 
Poverty rates of children 
under age six, by state, 
1992-1996 

Poverty Confidence IntelVal 90%L__ 
rate (%) Lower upper 

t---=U:;:SA:::..::..._______--1.__-=-24..:.:7=____=--....:::..:..:.=-=-.L...--=::.:.::::.:.::::..:..,-'-__2S_:!__.... n''' ­ 26.4 
Stat9S with povBfty,i'mtlS f>lgnlllcal1fJy lo~r tna" I/Jo national ,..to 

AIa$ka 13.8 __8,_74_9__'__'_'__'~_'"" __""'~'';:':;'''''.''''_1 ......---1.;.;8-.0---l 
Colorado, ,,_.. ____ .. _._.__ .__. __. 17.2 55,659 22.9 

........~.•... __ ,___,___,'_ .._.__._1_5_.3_.__ 8,'150 21.3 

.____..______.._._..._._"!!;l. .. ,•••• ,,..... n ..,"' __.~~~~__ ..__ 22.4 

_____.j-__1.:.,:6:.;...6=___-I,--_--=84~.5.:..57=__+_-....:::..:..;..;..;.---=-_--::..::::..-- __2E.:~•. __... 
17.2 68.142 396.345 ' 11.6 22.S 

---,--+-----=-:=----I--...:.:.:..:...;.::..-1--...::.::..:::.:.::...:.:=-+-~:..:.--+--.-.-'".. 
-~...~-~:2~_-_____2.::.:0:l,.Il38;:=--t__..:.:12:.;5:.:,:,9;:..:1,..;,4+._._1,..;,1..:.;1__....,-I-_---=2:;:2.:.,:.1_--t 

11.9 12,;z36 103,215 6.5 

N!!WJsl9ey 15.4 107,412 698.922 12.4 18.4 

NoM Dakota 17.3 8,614 49,005 11.6 23.0 

....~ennSY.!Vf!nia 18.4 179,569 976.732 15.2 21.5 

Utah 11.4 26.338 '7.6 
, .... ~ ...*.."" ...' ......",,,,,,~,~.....,. ~,,' '~",., .. <t.,...... ,.,... ,'..._" ............... ,........... , ....~" •• ___ 

vermont 13.3 

Virgi/lia 17.4 

Wisconsin 16.2I ­ ___~___."... _~"~" _,'"'-_.____m·___ 

StstllB With poverty rates similar to the naflonal rat& 

Alabama 2S.9 

Arizona 2M.•,"..~, ." .. ''''~-.-.~ ...-,---..-.I-.---=.=-=---+--..:::..;=:...-I----=!..:.:.:=-+----===--­

Georgia 23.7 152,241 641,174 18,0 

,"~_~~_ii__.....__.___ 18.3 19,015 103,648 

, . ' ........... "." ""',-' _~.~?,.___________22.~97_+__.;.103=,O;:..:1.:.6.•+.___._---==__!-__...;2:.:7..:.:.3=___1 

_____.___24_,_3___ ..__27_1,89~_ ._..__~~~~42~_.+_-.----:..:.::...--.....,....,~,...'w,.2;...7...·&,;.--1 

Idaho 
illinois 

Indiana . 21.S 118,010 549,748 15.6 27.3 

Kansas , , _ ....--_ .._.-..._._.............. '" 20.2 50,245 248.334 14.6 25,7 

Kentucky 29.4 90,042 306.544 36,3 
·-·~-·---·-+---·"'--·-,",·,-I..­ ..-----I 

. Maine 22.4 19.567 87.170 15.2 29.6 
~=------+--.=:.-=---+--....:..:.:::.::.:....-I---=-.:..:..:..:+-.....:.::.:=--.-~-.. --~..,..- ­

.._~.~'Y.!.~~~."_~_~~___+-__..:.:18=.G=-__f-_....:94:...:..:.:.4=2=_S-+_---=5:.:0=8::.36::;9::.....j__,..;,'::;3.::.0_-+_-=24.1 

I-M_lc_hlg.!::a_n~_____-+___:26.7 ___22_5.?~._ __,~.~!~~~.,.... _,_.._.~~:~_.._, 29.2 
Mieaouri 23.9 102.202 426.n2 17.2 30.71-...::..::..:..::.--------1---=:....-.--+-....:..:=.:.::...-4---.....:::.::.:.:..:..:::...+--..:..:..:.;:.::..-.......- .....,- .........-"...­
Montana 2$.9 20.019 19.8 32.1-.--..."... -"...-~.~-.:........r--::.:...:.--+--=....::..--I--..:..:..:..:..;.:.;:..,.-+--...::..:.:.;:....--f----= 

t-N_C_tlra_S__k_8_...,-.___._,.... ,,, ..,......, .... ,.,. ,:~:? ,._....__ __,~£8 13,4 24.0 

I--N_O_rth_C_aro_llna_·_____+-___24_.6_~, _._,_ ..:.2!:.~~?w..• ,_'".,_~.!:!!....__~.8_ 28.4 

t-0_h_IO________I---~23....,l-,-_I----=22=-3:..:..4....7,..;,O---~9.149. __1_9:!.._•• ,.~ 26.5. 
Okl<lhomEi 32.0 92.384 288.395 25.4 38.7 

"--.---.--,---,-+---~--_4__-~...:.......-+_-~...:.......____iI---.--=.:..:....-.-+---..'"--.....,­
I_O_reg...::...on~_.._ _,_- .._..... " ...."'. _2_0.!,__+ __5;...1.:.;.Ei3:..:...;..$-+__2...;SEl:......:...4S...:.......'+__1.:.3;.;...7_-+_ ___=2....S.....5_ 
J-R....Il....od...;9...;I..:.sI..:.tlOO....:...._____+-__.:.20.:.:.4..:.....,.'__+_--1;.:.5:.,:,26:.:.:.6 ____._._.?:~!~.9. ....___,._..~s.:~........ 27.S 

.....:..__..,-_--I--....:....2=-4:.;...O=----I--...:.7...:.4::...7.:.:02=-.J.-.---.~2!:-44-5. ._....__..1_~:~......__ 30.0 
21.9 2'7.6 

Tennessee 27.S 34.3__,,_~,_ .. _,..... W"""'Wh____ 

Waslllngt~!!....__•.""_",w...w'''' ......... ~,__••_ 24.0 

Wyoming 19,4 '1 

950.269 

,__-I-_.....:;;~!::.:=__ 

26.0 


Sfat98 with ,mvtWty rates s/gnNicantJy higher thlllJ the nlltlonal ,..re 


26.6 31.3California 29.0 
_.,_....." _,..._U""vi" u ....,.,,·..,..-~---

52.4Dlslr1ct of Coillmbill 44.2 35.9 
_ ~__• __• __.........' .... ....._'W<'.....~'..,·n'·..¥ .....·'!"· ...··_'" 


Louisiana 4O.S 33.5 47.8--_......... "
---.-..~- --+­
:W.O 42.'~~~!...........u"•• •• n ••n ..".-,." _ ___~
_ .. ••• __ 

N9W Me)(Jco 34.0 27.8 40.1 .. __.._.__...... --_._-_....---... "~,-...-,.---........--. 
~-

~----~ 
31.5 .26.0._~_e_w_y,_O_rI<_·__,_..__-'_____~.8__._1__--....:...:.::..:...____i1_. 1.61:.:5.:.;.42=_4.:......t___=-=-_l-_ .---- ­
33,4T$J(86 30.S 572.180 1.889.967 27.'1------------- ...-------,-+-..-,;:.....:::;:..:.:::..:-~-......:.:.::.:.:.:::.::..:.-+-

West Virginia 40.0 47,963 119.935 31.6 48.2 
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APPENDIX TABLE 2 I 

Extreme poverty rates of 

children under age six, 

by state, 1992-1996 


USA 

EXtreme povorty 
rate (%) 

".7 , 

NUmber 01 cllilaroo 
In POV~1I1y Total 

2,785,214 23,827,2D4 

Ststoo with BJ(tremB povBtty fat6>S significantly lower than the national nne 

COnfidence Interval ~~L._ .. 
Lower . Upper 

11.1 12.:1 

virginia: 6.8 36.291 S30.~O 3.4 10.3 

t-w~a_6_hl....;ng::..ton______-r___4_.9___t-__2_3,,-,'51_'-+__4_$$,-,-se_~_ 1.8 8.0 

t-W_16_ro_n_s_ln_______~----5-.4---~----~4~,S3~9--t---4-5....;2.~2-19__1~-·2~~~__ . a.G 
Wyoming 6.7 2,657 39.79B r---2.5·-· . 10.9 ...... __.............~ ......... _............__............___... _.• _ ..... _ .. _._ ... __.. '-._....___•____..L.____..;..;..;...___-'____•••______.............. 

Sttlf68 wIth 6XU6m. povsrty (atBS tilmJI~ 10 fhe national ra's 

In(:IJanB 8:r _..__..£:!!~.~... ~....._...tt!.e.:?~ 4.7 12.6 
Kans;;·-·~-~..~~···---·-' .~-c-·-7.9-..·-·"·-. 19.515 248,334 4.2 11.5 
._------------------_.. _-_._----+----'--+------+_.­

Kentucky 16.3 49.900 306,544 10:7 22.0 

Maine 9.4 8.184 87,170 4.4 14.4
I----------f-------+---'---f---...:.....----/....r ......--.-• 

.~~!ryt..!f!<!.~_ .. _._..•_ 9.1 4M39 508.369 5.0 13.3 
Michigan ~ 14.6 127,917 "-876:795'- ······....-i1.8··_·i •.,,~. 17:~ 
.-~.-.~~.~~~-••••­ ....------.--r"'··-.......;;;...;..-...+-.......;.~--l-----·i-·-~··:·

Missouri . 11.1 47.284 426,772 6.1 __1~:~........". 

Montana 10.1 7,802 77,160 5.9 14.3 

Nebraska . 8.8 13,864 . 157,568 4.9 12.7.._..__.__..~._ .._...._._..._." .....__.___.__. ~....~_.___ M.~._.._....____. __.............._ 
NQvaaa . 9.4 11.800 125.914 5.1 13.7 

New Jersey 8.9 62,524 698,922 ELe 11.3 

North Carolina 11.9 69.595 586,772 9.0 14.7 
I----~~~----------+-------~----r---....;....;~-'-+---~~--+------·-----------~

NoJth Dakota 8.3. 4,1a2 49,905 4.2 12.$ 

~'ohi~ .--==~=~=~~= .==.1.~_._ .... _......1_•._...!~~~~~._ 989.149 - ..···~"9.B"·M"_~ :': .. "...:.~.~:,~........ 
Oregon . 8.2 20.918 256.487 . 3.B 12.5 
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APPENDIX TABLE 3 
Near poverty rates of 
children under age six, 
by state, 1992-1996 

Near poverty 
rate (%) , 

43.3 45.1I-U_S_A_____.____..._..___............,.~~" ...... ,.__ ,._._ ._____~ O,6~1,506 23,827,204 

StatsB with nfNJr povsrty mtss signifIcantly lower than tire natIonal rate 
• 	 ._ ...._ •• , ••\0 ...... , ....__•• 

Alaska 31.?' 20,094 63,4691----------+--.--.---.- ..-_.. _..........,.....,...........-.-----+-------l- ­
Colorado 35.4 114.407 323,119,-._----_..._...._.... _._...... :-._.......... 
 .. --...-..---------..--_.-----'--+-----'--+-----+-----1 
ConneC1K::ut 32.6 91.641 280.726 ..,,-.--. --...-­ -.------+----'---+-----'--+------/-------1 

•. Msry~~~_d_________+-___35_.2___+---1-7-s-'-,a-7-0_+--5-0-a-'..,3_6~_ ._ .......~~~._.... , ...•• " •.,..!~,:~_ ...._.... 

25.8 34,1Massachusetts 29.9 152,034 507,916 

-~;.------ ..---­ ·-···_--···,.·35:7..····· .'. "'-, ...-.....-.- 56,225"'- 157.568 +---2-9-.-2---'---42-.2-'-'-' 

. New Harnp~i~--'-~- .-."".-.. ", '30:0-'-"'-'''-- ·-----3-0'-.9-3-1-I---~-0-3-,~_-15-_-t-_-_.-.._-.~.-~.'-_4.-... - ..-,.-r-..--.. -----:-.~?:::-.~~6-------j-. 
'. ~.~.w_J.:~!:L._._.________ 27.7 193,577 .___q_9_a,_92_~... _,_"".",~.~:.o. ........ ' '.w,'" .~~.:~.__._ 

PennSylVania 35.7 348,638 976,732 31,8 39.6---=--------+-,-:---------,I-----'----I---..-~..-.•."'-......,............"..-.--.. - .. -....... -.....;-...,-...-~, .. ,.. . 
Utah 35.4 62,120 231,845 29.8 41.0 
I---------+--~--..-.....-".."........----.-


Vlrginis_____, ",'~""'",NO'" ......_ ••• __• 33.2 176,406 530.930 26.8 39.7 

Wisconsin 30.4 137,598 _452~~1!...•- ... ,.. ","".~~:.! ....,.,." ._,., •.~~:~..'''...".. 
States with ntiSf PDII6rly I'Btea similar to the naUonsl rste

1------....:.....-....:....--,---,-.-,-,.,.,.......... -•. -....----r---	 --- ----.-- ­
Alabama 	 45.7 178,465 390,292 sa.r . 62.6 

,..-.-. '-"--	 "'",.'•....."._.._-_..... --"'." ,..........,...........
-'-~'-' 

Delaware 	 39.0 22,336 57,297 30,8 47.1-_._._---------1----_._-------...-....--._.--...............-.. .----.......-­
Georgia 	 43.6 260,893 641,174 37.1 50.5 

-.-------------- ---..-.----.....-......-.,- .......... ,... -.....--. --.---'---I------t--=__'---I 
HawaII 39.5 40,906 103.64a 31.9 47.1 -. --_....---,.-............- ..... , ......, .... ---.--t----'---t---'---t-----t---::-:-:---j 
Idaho 51,5 53,060 103.016 44.6 58.2.',",' ... ,.................-.-.---.---------+----'--+-----t---:-- ­
Illinois 	 .40,3 451,858 1.120,426 36.S 44.1 

,. ~....- ......---.... --.-.---.-----...-- ------.----.--- 1--"---"-'-"-'-' ---.----- ­

Indiana 43.3 238, 167 S4~,!.?~~........ , . ....:. ~~._._. __"...•..~O.:~........_.. 
Iowa 40.9 108,117 264,617 33.9 47.8I----------.,.-t----..-~-..-~.. - -'.'" ....".".,....•'..-.. - --.. .. -----.-.-....-­
Kansas 41,1 101,976 248,334 34.4 47.81----------1·-·-·-....·....·..··· ...,..........,..., - .,............ _-.--.........--.---- r-----·- --..-.-.----......-­

...~!lt\J~.!2'.._.___,~.._..._ .•-....... " .."'._.....~?.:~.__._.__ .___ 146,449 306,544 40.1 ____.....,.~~_ 


Maine ' 40.9 35,659 8~~~___.... ~~:~._ ...._... _ ...__~~ 

MIChigan .. _.___~!.:~___..._....•..._•...__.~.~~?~,...... ,.,., ...~~~!!.?.5_...._.__~~___ . ___ ...._~~:~.. _.....".. 
Minnesota 36,6 145,003 396,345 29.4 43.8 
MI"OUr-I--·--------~·-+------50-.5------r----2-15~,6-8-5-+----4-2-6-,n-2---lr--4-2-,6----r-----.4----SS
I---------+---~--!~-·~~·-·-- ~-......:..-_I_----+---.--.-..- . 
._M...;.o_nt..;...EI_na"--________ 1--.-..-...Ji.~:2 ........'''..... " .' 40,13_0-+____7_7..:.,1_6_0-+__4_5_.o__+-__5_9_.0_--1 

"'~~~~~________.___+--....:3B:..:..:.:.2:---I_-.....:..48..:.,~046...:..::...+--1-=2-"5,.;...9-14__1__...;.31_._0__ .__. ~~_ 
New York 46.1 744.077 1,615,424 4~:,!-.•.... ,.,.. _.....__~?::!...__.._. 
Nonh Carolina 44.7 262,040 sa6,77~_.......w.".~,:~____ ._....... ~~:~, ... ~ .. 
North Dakota 38.1 11;i,010 49~.~.~_~._.... 30.8 ___~~___ 

Ohio 42.6 413,097 969.149 38.6 46.6 
----------.--~...,~..•.- .....-.".-....-.- ~-.~------_._---- ----------_._--­
Oregon 	 47.8 122,702 256.487 39.9 55.8 

I---='---------t------+----'--+----'--+----'-·--·--,·,····........,.~----
Rhode Island 	 :37.9 28,400 74,879 29.3 46.5 

I----------t---'--'----I----.;;..·-~·-·--····,,··,-····· .. ~--·· ---.---+--.--- ­
South Carolina 	 50.7 157,920 311,445 43.6 57.8 ... -.--.... ,. -,....._...... ", .. -........-........-,..-----...:....:--.--4--...:......:.:..::..;.-+----=---=---+----'---+----__1 

South DaKota 	 43.7 26.764 61,295 36.9 50.5'1-----------+--------1-----+------'--1··--..···········-···-··· ...........,,' .." .....-'- ­

I-v_e_nn....:o.;...n_t_______+-___..:.3..:.a..;...O__--l___ ..__~} .46?,._ .... ,,__.•.56,~~~........___.~~_.._... _.._•...••..._~~.:?_ ........... 

~~_h_ln.::..gt_o_n_________1----3-8-.S---------1~~!.~~- __...~~.~~!3._... __ .... ,~~:~ ...... , ." ..........5~~5....... .. 


Wyoming 45.1 17,941 __~~:?~~.._.".,,_.,_.~:~_................"....~~~"_ ..... 

Ststss with n~rPCJverly ratell /illgnlflCflntly higher thfln Ihe natIonal rate

1---_____'-__..:....·._ --"-~~ ~•..---~-•..••- _ ..'..m."'.·~ ...._ .... _. ,.--.._-.---.-.- ...•.......•.......• -... --._"...... , .. 
Arizona 53.1 228,665 430,433 46.6 59.6 ...._.-...._-_....,... " ...,.."'._"'.."."....... "..,.. ,....._..............._.._.....•..-.--...-.~---._.._-----_.. -------- --'--'-'-'---'--' 

ArKansas . 	 56.2 124,737 222.046 49.1 

California 	 48.9 1,603,205 3,260,728 46,3 51.5 ....................."............,.."...--.......... ".-...........-.--..,~.....~ -.-----~-~--.--.----+------+--


Olstrlct of Columbia 63.4 33.598 53.032 55.4 71.4 
-FiO;icla---·--·-···--··-·-·~~ ..-.-~-49.0-- ---578."378- ---1.179,706-' . 45.3 ---- --·S2Y········.. 
1-----------+--------1---:----+...,.-----------_._.- ------ ­

LOula;lana 	 55.3 215,659 389.800 46.1 62.6 

_~~~eslpp~._.-.....-.-----..-.._.-.• _._....._6.~_.~". _-.•.~.1~~., "' ......,.. ~~~~~_.,. _.,_._."~:~_._... _.... _....,_....~,~~~,...._..'" 
New Mexico 58,8 100;458 170,793 52.4 65.2 ..,.~...-.---........-... --.........----....,,-.- .----....-.--...-....----'-....-----r------...-... -.- -------.-.­

...	9~~oma ______...-.__. ____53.4 153,902 _~,39~•.. ""."". _~:~ .... ,., .•.. , .. _••~?;~"_...~_ 
Tennessee SII.2 240,357 443,65:i! 47.0 61,4 ..-.--.----.-.-.-.-.,-.-.----.. --.....-.-.-.----.....--".-........... , ........"........- ......... ---.. --.-...-... -.------f--------
Texll' : 51.5 973,603 1,889,967' 48.1 54.9 ...........-... ~. -""... -..-.-........,~ ........ -....." ... -......-.- .......... -.... -.--- ---.------- --..:........-'----If--.------t-------, 
West Virginia 61.3 73,547 119,935 53.2 69.S 

. 

63.2 



'+M""'~*i~iX~'H;.;v...,.\\.......,~~(~~. 

19!t'.!-1996 -r.Chang0 Change InAPPENDIX TABLE 4 I ' f--__-'1.;:..;97;..;:9T-!,Jl~3 , , ., , 
Rata Number 111 rale numberFlate NumberChange in the percentage 

USA 22.04' 4.4.20.191 ~.67 5,877,075 12 1.456.284and number of childre? _.,..._., ... ,... ' " .. ' '" 

Connecticut 14.75 30.440 23.96 67.250 82 36.810underage six in poverty, 
".~y'?~~r:9___._-+-_._1_2._S0__~i--_._~~~~"_ ....." ..~,?~._.+__7-'._71_0_+---,_55__+ __1_,6_35-:-r.-! 

Oklahoma 20.94 1.i4,1i4:1 32.03 92,984 $$ 31,7'41 
by state, 1979-1983 to 
1992-1996 

Montana'- -'. 17-:2,~=::.=~· ~~:'::",>~;8~!:~= ~.._:I$_.f1_5_-+__ ·~!==~:_~ =::~==·6,-3-93- .2_0.:..,0_1_9-11-__ ...= 
..._ArlfZ<?!!!.......... ,...... ........ " ",1~~7~._._... _._ 49,Cl21i ze.es 124,950 ",',' ," 4~, __._ ...,.,.. , .. ,?~~~~.,." 
...~!.,Y!!:~!~f'!..._....._ 27.65 48;739 3g.9!!....,,_•.••._...,_4.:.:7.:.,,96:.:.::2_l-__4.:.:5:...-_..;...___.m_-I 

I-L_ou_'_sl_iII_nil___+-__29:_._'4_--i__'~!'!'!.. A.. 40.85 158,447 40 __2~ 

1 ....;;;~.~?,_IU_m_b_'a+--_-_·_·i_~:_:_···_···_·"-t'_··_···_·"_":_~3-:c.'~7~ 	 .. , ~_3:...:~_2:_+~_. .:~,:,: •.._9501_",_""_,:_:,.:"~,,,;,.,_,,,, " _ __ ..._,,"_.~-. 
..MSIYlano 13.94 40,54$ . 18.57 94.425 ~ 

1--~-"-aK-:-,':";::-om----_-/I!f=--~~_-~~_-:~..:.-~~~-2_23~4._.~~~(J~~~:~=~::::~~f17._'::~_':_:"-+'__ .......4".~~!~1.(J ...... :S_7.-,:~..;..1:_:_+-_ 24 
19.$$ ~ WM'''''!~~ 102.202 24 20,~91 

~_!!!...rk-~.-- ...- ..-.~-.-?$~_-_.-_.+·_···_··_'·~~~33~·B,~·;,:!~~+-...:...;~., 	 ·---2;............··.. ·,· "-i'25;'7S7"
......-.,,-.-,.-,_.I-....-_ 	 .. 1'i~'6~-+_~4li~4,~561 
...~~'Y.'!~~___--ii--_1_4._3O__I--:-_5!5_._G4_0_+--_1_7_.1_Q_·........_ 68,14·2'·..• _. 20 12.503 


Ohio 19.55 100,1)'18 23.06 -22-3":",4-7-0-1---1-6 --1'---35-,3-92--1 
I---,----__If------·-·· - ..-.~~,.-u........+-."""":_---__Ii__---'---+-..--..--.... ...--....._._-. 

New MexicO 28.62 39.59833.9958,049 .. ~.~......._.__ ._~.~!~?.....,"n'" ..... 

I-N_o_nh_Ca_r_OI_'n_ll_-t__20_._90_--i___94-'-.8_S_9_+---_~,_=_5~...~_...... _.~.44,267 18 49.398 
NGvada _._.._ .._ ......... _ .. !~~............ ..1.0!~~.~...: ............ 16.63 -20-'.-93-8-+---17--+--10-:-,1-4-::8--1 

North Dakota 14.79 9.744 17.26 6,613 17 '1,131-",··· ..,··,'".. _·...._·_-_-1-----+---'---1-----+-·_·__ ·-"·,,...·1·,.......- ..- ..----1.---,--'----..-1 

Michigan 22.82 188.947 25.75 225.755 13 36,809

'...........-.....----ji__---~---'--_I 
Maine 20.20 111.634 22.45 19,567 11 933 ,....,,-.. _......_-......-..--'---t---- ­

~~c~~.~~.~~_ .............. ~~~~... 1-._66_,137 16.65_-+__84--,-,5_5_7__ ............ ~.~_......... ..~~:.~!O.,' 
Wl~~~..• _. __ .•_ ...... :...-2.~_ 64.074 ,_~,080_..."." ..... _ .1.1.. _._..... ~,~ .. 

..!:,.e.\V_':'~~sI1lre 10.85 _"':~~!~36 9 .....," 
I-G_9_or..::,Q:...ia__-,--+__2_1.:...93:...--I:..-.......,;..107.270 152,241 8 M,971 

~ 
.~~:~u ",_,., 41,567 50.245 7!,!§~" 

._............__ ~._23._._27_-Ic--_23_2:....0_2_5_ __+--~,~ 4...:.,889 __2.~_,aS4_~_ 

1-_____-+__2_0._60_--j.__10..?!"~~..~ .,. 21,_47__-1,__......;.11..;..B.:..,0..;..1..;..0-1___4__+ __1_0..:..,B_B9---1 
Colorado 16,66 43.763 17.23 55,859 3 ' 11,89S.._-.....-... "....,...'-, .........-i---.:..:..:.:-=.=-+--==-~-+--~.:...-+-.-..,..".~~'".- .-_..,,-- ­

I-lo_w.:..a_~,"_" ......... _ .__1.:.:6:.:..64:...;...._+-__41.:.:.5..:.64'__+__ ...:.,.c.:22~a 3 3,664,
.... 1:...7.:...09:...-_l-_ .. 4$ 
FIonaa 26.35 199.106 21$.55 313.231 - ··,,··'·_·....1--- --"'"1'1'4;'125''''' 

1	... _w;:.a::...s:...h1...:ng~lo.:.:n__-i.,.-_18...:..:..31:...--i__6-=-9:.:..8~5-:a_t-_1~e.44~_..~ .._+............~~~~_.... _____._+___19...:,3_1_0'-I 
~~~!E.n. 20;34 50,535 20.13 51,635 ·1 1,101 

,_.,,,N~e:.b::.m:.:...s:...ka;..____-+~_1:...9:....4:...2_-+__2_9~.2_00_~__ 16.71 __-+__2_9,:...4_78_~____'_4____r-__--=--:-'M~~ 
TGnMSSQQ •. 28.90 114,313' 27',83 123.466 -4 9.153

..:.-.-'-1------+---'---Ir-.• -.....,.........." .,. ;"h·...··"'.' ..:,.... ,.·_" ... , 
Virginia 18.41 79.434 11.43 92,644 -5 13,110

----+-_.......:._--j-----I---....._.._·+_.._---+-_.......:.-- ­
Mississippi 38.01 87.044 35.49 96.319 -7 -728I-----!..!..---+-----.. -."M~~H .... '..",._,._I-_:.;:....'--.......ji__-~......;._+-----I 
South Carolina _2:;.:5...:.S:.:0._-+_-=-88:..:,3::.:30:.::.--+_-=2.:..3...:.99:...---I1-_7:.....:4,?2!..~ -7 ·13,628 
Arkansas •...--.--.. 30.04 60;633 2'1.02 1-----+---:-:--1-10 -643 r------ ­

·23np~~~~=J=~20~.!60~=l=:J17~9-;93-" 	 -11 

1~ld~a~ho~~~::=j=~24~.~59~-=1:-=-=-=~2_6~.4~58~==t==~2~1J.7~4=_ •. Jf~rJ!..."..,,_.__·1_2__+-__-4-,-,OO_1---1f-::.:-..-_.. _- 24.94 18,767 21.92._ .........._~3..:..43._7_+--__.1_2__+-__-5.:.,3_:l_0--i 
Rhode Island 24.47 16,862 20.39 15.266 ·17 -1,596 

-~--":''''''';'--I---------+----~':''--I 

HawaII I, 22.03 20~~.__ ,•.,,,~_18.:..•..:..35:...-_I-__l:...9.:...0_15_+-__.1.7 .....,,.....~1:~?~ ...... 
Utah I. 14.14 32.na 11.38 26,m .._ ..,."......:~.._._....__._._-6_.4_40_ 
Ailibarnil_.._ .. ,.... , "."..!..:....._~.:46··"'-· 118.385 2!U16 100.938 .20 -17.449 

Alasi<a 18.01 9,4$2 13:?~,.,,, _, ...... B.749 ·23 ·703 

....	~~~~~... _......__ r-._.._2_0.0_7._r----~~!~.~+."',..,.._1_5._.2.7~"__I....-._a...:.I;,_750___'1 -24 ..........._~!~~69._ 
NflwJ.r-.oy '(J.BS 11(1,126 16.37 '07,412 -28 '17,71S ....,,-...----... _ ....... 1--.----,. _ ......-.,., .... ,.,- ,.. - .......-..-.---~t_.---'-~.-.."' ,-..-.-....---- ------i 
Vflrmol'lt' 21.91 10,754 1S.31 7.621 ·39 -3,233 

• 518\11$ In bold Italk: latleni had significantly pOSltlv& or significantly negallve groWlfI Ii$ Indicated. Othor slates may nave !'lad 
similar ohllngos but b9c1l1i68 01 small sample sizes Ihe~ changes lire considered statistically ll'lillgnlflcant. Changes In poverty 
rates 81'tl I'OIJndad \0 1M nflllAl" whole numtxlr. 
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% living with mother only % mothers complete a % with at least one APPENDIX TABLE 5 \ 
f---.- ,_ ................. _._. ___+-__--,h;...;l.!:.ah.....::..:ijc:.:..h..:.oo:.:..I,-__-+_...!:p..:.a=..re:.:..n::.,te.:.:m=..p!:.:l.::.,oy~e..:.d~lu;:.:lI=-t=-lm.;.:e~-I 

1979-83 1992-96 %clUlnoe 
Percentage of children 

1979-83 1992-96 %changQ 1979-83 1992-96 %Changeunder age six living with 
USA 19,23 23.99 24.77 ".?~:?1......._.~~..:~~_..__~4:..;..1:.:..8-+---=8~4.:.:.9:.:..8-+---=8..:.8.:.:.9.:..7-+_.:..:3 . .:..09.:.......j 
Alabama 

mother only. whose I' 
25.02 30.21 20.7$ . 71.57 .....~.~:~~._+.---.:..13:.:..:..:53=--+-.:5..:.8:.:..3.:..7_+---=6:.:.5.:..:.0:.:6~I-.:..ll:.:..4.:..:7_1mothers have completed 
15.35 15.93 3.73 87.75 92.59 5.51 4S.n 67.60 47.69 

_.___ ........ • JO....... _ .._ • ..-,-••- ­high school, and with at 
Ar1zona .............__.~.:.:.7.:...4:.:.5-1___=2:.:4.:..:.0:.:1-11-3:.:7.:.56=-_+....:..:75:.:.8=5=--+-..:.7:.:..6':.:.18::""_1- 0.43 •. ~_8._31__64.~~.... ~....:~.~~~:....
least one parent employed 

full time, by state, 1979.J.. :~:~-:.,.1:-_----+~22~..:..66=---+-..:.2,;.;1..::.20=---+---6.:..~42=-- e-?~~~~..... _.~:.1~.... .. ....1.~:!.?.__.__ 5a:.~~9.~ r-~~'~~-' 
.____-+-_19_,_19_·-+_22_._33_+-_1_6._3_6-+_7_2~.8~9_~_~6~:!.~._. _. __.5.71 58.B9 62.~6 5.721983, 1992-1996, and 

Colorado 14.47 20.16 39.37 87.82 86,14 ·1.92 71.88 73.S1 2.26percentage change '.' ~, ........ ,........... ­
f-c_o_nn_&O_tie_u_t__+_1_7~.8_1__ ~_E;~~.... _._~~~_4-.:e:.:.5.:.:,.7.:5-1___=9:.:0.:.98:..:...._+-6.:.:,..:.10:......:+-..:,7.:.7.:.:..1.:.1-1---=6:..,7.:..:.1:.:.3-1-. .;.:12:..,.9:.:5-1 

Delaware 20.39 24.87 21.97 84.12 91.92 9.27 64.26 73.90 14.99.-----..~... _._-- .-..-.~....-.~--
DlstrlctofColumllla 55.25 53.75 ·2.71 74.87 66.20 ·11.58 51.45 42.02 -lB.32 

Flortda 27.17 29.98 10.34 75.85 B2.11 B.54 62.38 65.42 4.86 
I-G-e-o-ry-la----I-2-3.3S-- ···2·8~72~"· - 22.82 75.53 82.97 9.85 67.07-- - 71.69-. ---6~73-
I---=-----I.-¥.~-. ................-,...-1--_.__.•-

HawaII 14,85 22.25 49.B7 87.94 sa.96 1.16 54.35 65.61 20.71 
.",,',#«. __ ._ ••__......... ,., ,•••• , •• ~_.._.,._._ •_____" ••••••__•••••••
M~""" 

Idaho. 10.05 16.79 67.06 85.08 64.01 ·1.26 67.32 66.65 -1.00 .._... _.-................ -- ... ~--+----t----+---t---I 
illinois 22.04 26.69 r..~~-~ ..•.•~~.78 81.99 4.07 63.76 66.63 4.49 

Indiana 18.48 22.29 20.61 76.55 88.67 1S.84 61.21 69.95 14.28--..--..--........ ..- ... --_..--... ----_._-1-. _ .... "" .•...-~-- .--....~.. - ._.._ ...-........, 
_..I.o.~~_______ ~~.45 16.46 22.40 B9.89 90.46 f-~2:.~., 78.~ ....?~~ 1.97 

Kansas 17.56' 20.89 18.94 .!l9.9~"... 90.68 0.83 '-'''70.-96 74.03 4.33 

KenlLJCky 13.92 26.17 813.03 74.85 B2,55 10.2B 68.50 66.11 ·3.49..........._..._.. 

~~~~ian!:._..._...., ........... ~.~.:?1." ......,.~!.::.~_._ .~.:.~~.____~~.5B 73.B5 US sa.~~_.._...._~.~:?~__., _ ·9,49_.. 


Maine 12,74 20.19 5B.48 85.45 88.46 3.62 69.64 67.04 ·3.74 

···,.. • ...•••••.... 1•• ,·,....."._••_ ...... M •• M'__" 

_M~~land 19.81 19.07 -3.72 B5.B4 85.43 ~:~!_ .. ......?~:~? •. _..,..~?.:.~L.....".:.~:.~~"., 
f-M_a_S_Sa_CI'l_US_9_lt_S_-+.......:l.:..7:::.0_8~-+--=2=2.:.:..1=8_1-_~9.8!_...._ .~2:~? ......~~:~~__.._. 7.15 72.09 71.4~ _.:.?~:~_. 

_~.!.<:.h~iga_"....,.. ~ .. "'_..............~.~.~_...__2_5._19_~~_9,_63_... 81.12 85,51 5.41 ___.~.;,~~••" ....~.~E__ ._......~:~!_ 
M_ln_ne_so_t_a____+-_l_l._76.;...-+_2_0.2_6-+_7_2_.22_+-_9_1_.5_7-1r-92_.90~.:...... __ ~'.~,.. , ._.•!.!.:?..?...._.._.?~:~_~..... 9,14 
MISSiSSiPPi 27.61 38.71 40.21 67.70 79.18 16.96 59.81 56.93 ·4,82•. ~ .•-~-.~.- .. .....:..::.;.:..:.:...-+-~:..::.......~:..:.:.:...:........j--=.=-+---=-j 
Missouri 17 .66 .+_2:~9:::. ..:.5.:.:.5.:..7-+_•.:0:::.5.:..9-1..7~0:""""1-6.:..:8:..,'1.:..:9:........+_.:..79:.:•..:.B3::....+-.:8..:.6:.:..6.:..7-1_.;.:8=.5:..,7_1-:.:..65:::,.96:.::.:..-+--=6. 
Montana 9.76 17.95 83.90 91.29 84.75 ·7.17 71.71 68.13 ·5.00 

f--~'------I-...:..:.:...:...+-....:.:...:.:..:..-+-=:.:.:..:........+-.:..:..:.=--+---=-:.:.:.:--,I-....:..:.:.:.....-+-....:.--~.-- .--...,-.~."-.1----1 

N_et>_ra_sk_8___-+.......:1,;.;1..:.07=---+-..:1.:.9.:::5;:.,5-+_7..:,6:::.5.:.3_ _·.;.:9:..;.1.:...4:::9-11-93:.::....85:.::...-+-".~~5!._1--.?!..:.~__ ._~?~~~~ ..._~.~:?~...,.
1

f-N_9_lIif_'d_a____+-_1__ 81.78 -1.80 63.1B 68.63 8.634.:::6:.:..0-+......::2:.:.0:.:..SS..:.-+-...;4:.::;0,:?!........~.:.2~. 


,.,.~.~,~.~s.~.PBhlre _ 10.67 17.69 62.74 84.60 91.27 7.89 76.60 65.75 -14.16 ..- .-."......--.. - - .... -c··"·~· ...".""".......... 
j-N_e_W_J_€_rs_e:....y __-+--=2__1"_7_3-+_1.:.8_.5_7-+,--.1_4.;.:'S5..:..... _?a..~~..... _.~:.~~ .. ___ .~~3.4~__ 6B.5~ 73.07 6.61 

I-N_9_w_M_e_xi_CO___+_1..:4:.;:.0,7_..",u.~~~_ 98.91 74.54 79.12 6.15 61.61 62.51 1.47 

New York 23.85 27.75 16.38 7B.03 81.69 <1.69 00.39 62.63 -6,66 
~·""··n ••. I..~ .•. I_ ._.._.., ..• I.~'"'''' "~,.'. "......,., ...... 

Norm Carolina lB.l0 24.51 35.44 79.33 83.18 4.86 66.55 69,18 3.96 
........., ....•.. ···,,_·-1----+---11----


Nortn DaKota 8.80 14.43 63.98 92.98 94,10 1.20 70.25 78.15 11,24 
'''ohiC;-''-- 17.54 23.18 32.10 82.64 87.50 -··..·6:'8S·....··-67:61-r-68.8S-· 1.81

"-.-..-.' ,... ,-......~..-... -..-..- ..:---t----+---~..,._ 
OKlahOma 16.88' 25.00 l-".~'~. 79.65 85.07 6.80 63.B8 6:o!.47 ·2.20 

Oregon 11:1,60 22.47 20,83 B7.89 B6.25 ·1.B7 S8.76 63.35 7.82 

.. ~,(!rl.n~.r.I~~I~:=~:~=. ::....·;·6.~4··· 19.80 21.90 85.24 89.05 _._~.:~__ ....~,:~~:~:~..1~==~:~~_. 
Rhod!llsiana 19.76 21.05 6.52 70.8~_ 80.49 .....1..~:.~_... _ 60.96. 66.21 8.61 

South CarOlina 23.96 29.70 23.95 72.3~__.~~~__ 11,75 59.12 64.~2 9.13 

South Dakota 11.57 15.94 37.79 90.12 89.21 '1,02 72.40 BO.33 10.95 _.... --'--'.,............. -.. ~--..--- ..-. 
Tenne~ 25.63 28.97 13.02 71.54 80.91 13.09 64,39 83.77 ·0,96 ..---..•..~-,--~-.+-.--.- ..__...~... " ....,..............".,.,,, .........." .. " .....", .. 

Taxas 17.83 23.44 31.48 68.03 73.09 7.44 68.68 87.41 -1.88 

-'"-- ...... ~..... . •...."."y"" ......... _. --_..................- ....--..••• 
Utah 8.89 10.25 15.32 89,55 91.94 2.67 72.47 7B.37 8.15 

Ver,nont 12.56 12.63 0.63 88.93 94.16 5.B9 7UO 73.41 ·2,39 
--Vi;gi~j;-""--·-·"-'·· "'17~63""" ""-20~40-'''' - 16.39 B1.28 87.76 7.97 65.48 ""-76.1i)"~6.'35·-
,."..."....".............."..-..-..-... ~.---- ----.- ----. ---+--..-~~ .....~.....,-........-.-..---- -----r-.-­
I--~~~~.!!.~on 15.66 18.93 20.90 8_~ ...E.:.~,,,, _._~~__ ~._ 67.80 15.48 

Wasl Virginia . 1~1.~9 _ 23.33 .... ..••,~~:~L..... 71.62 77.62 8.38 S4.S~_..._~~:~~_'" .....:?:.~~"." 
...~!.~onS!~___......_ .... _.~~~9.~,.+"'.~!:??,..__._~~:~__ r... 8B.54 91.35 3.17 •. ,,,.,!~.:.e.~ ....." ...!..~~~_._ .__~:?~"_. 

Wyoming 10.14 17,23 69.98 86.3a 9il.S2 7.22 73.74 75,71 2.6B 

IN,lliondl Ctlll\()r for C~ilchj(ln irt, P{lVP.I ty I I 'I I YOLII'lFI Child Poverty in tl1() St.1fcs 15 
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Early Childhrlod Poverty Research Briefs 
I , 

T his research bdef series has been established to' half of the increase in poor young children can be at­
present timely ~esea.rch findings on the nature, tnouted to the nation's three most populous states­

I 

scope, and impact oflyoung child poverty in the United California, New York, and Texas. Five additional states 
States, primarily ba~ed on analyses by researchers at experienced notable increases in their YCPRs, while 
or affiliated with the National Center for Children in two states sawtheir YCPRs fall dramatically. The find· 

, I 

Poverty (NeCP). This series will explore the causes ings of this research brief are important in light ofthe 
I ' 

and consequences of young child poverty as well as states' obligation to monitor their child poverty rates 
identify and critically examine promising strategies under provisions of the Personal Responsibility and 
to reduce the incidenbe of young child poverty. As with Work Opportunity Reconciliation Act of 1996 and to 
much ofNCCP's work, there will be a strong state and sl1bmitcorrective action plans if the rates have in­
local focus on younglchild poverty and related issues. creased by more than 5 percent from the previous year 

due to the effects of welfare reform.
The first brief in this Iseries descnbes the considerable 
variation among the states' young child poverty rates Primary support for this research brief was provided 
(yCPRs) and sugge~ts that changes in three demo­ by generous funding from the Charles Stewart Mott 
graphic factors-fa.mily structure, maternal education, Foundation. Additional support was provided by the 

I
and 'parental employment-account for almost one- Carnegie Corporation of New York and the Ford Foun­

I

third of the changes in state young child poverty rates dation. NCCP takes responsibility for the facts and 
I 

over the last two decades. It concludes that more than opinions presented in the research brief. 

Early Childhood Poverty Research Brief 1 
Young Child POFle~ in the St4Us"';'·;Wide variation and Significant Change . 
by Neil G. Bennett, Director of Demographic Research and Analysis and Jiali Li. Associate Research Scientist at NCCP

I ' 
(!) 1998 by the National Center for Cbildren in Poverty 

Editor: Julian Palmer I ' : Copies are available for $5.00 each from NCCP, 154 Haven 
Avenue, New York, NY 10032; Tel: (212) 304-7100; Fax: (212) 

Managing Editor: Carole Ofll.inskll 544-4200 or 544-4201; E-mail: nccp @ columbia.edu~ Checks 
Design and Production; 1elly Valdellon should be made payable to Columbia University. 

I 

NAnONAL CENTER FOR CHILDREN IN POVERTY (NCCP) was established in 1989 at the 
School of Public Health, Columbia University, with core support from the Ford Foundarion 
and the Carnegie Corporation of New York, The Center's mission is to identify and promote 
strategies that reduce the number of young children living in poverty in the United States, 
and that improve the life chances of the millions of children under age si)f; who a~ growing 
up poor. 

The Center: . NATIONAL 
• 	 Alerts the public to demographic statistics about child poverty and to the scientific research CENTER nR on the serious impact of poverty on young children, their families, and their communities. 

CBILDREN IN • 	 Oesigne and conducts field-based etudiee to identify programs, policies. and practices 
that work best for young children and their families living in poverty.POVERTY 

• 	 Disseminates information about early childhood care and education, chJld health, and 
Columbia School family and community support ro government officials, private orgal'lizatJoos, and child 
of Pl,lbllc Health advocates, and provides 8 state and local perspective on relevant national iseuee. 

• 	 Brings together public and private groups to assess the efficacy of current and potential 164 Hllllon AvanlJo 
Ne.... Yol'k; NY 10032 strategies to lower the young child poverty rate and to improve the well.being of young 

children in'poverty, their families, and their communities. 
TEL (212) 304·7100 
'A~ (212) 544-4:<!OO 

I: 

• Challenges policymakers and opinion leaders to help ameliorate the adverse 
_n hnp:{loPITlO1101.0olumbla.eauldeptlnccpl consequences of poverty on young children. 

6'td 08l 
I 



06/02197 14: 5~.. '8'202' 690 6562' DHHS/ASPE/HSP 
r'i ~';:' i . ~OOI 

.' . 

·FAX TRANSMITTAL .....' 

... /".' ~/Ce;JI..DATE:__{{:+-Ic;r--'-::-.,____~~~......_. 

ro::~•.. ··"'··~""'·."""" 
FA~ NUMBER ," , " c!fl- Jti! 

. J' . .... . 


'/ . ' 


VOICE NUMBER, 
f .' " --.'-~'-----.-..­
I 

, FROM~<f)\ ue/(err cj"
I . ." . . ',. 

, ' .. , '. ,iA1~UMBER ' &7tJ' ,{t~ S' 

.. '. ' :VOJCE NUMBER . 
i -"".........• _........-:--_____---'!-----,....;...-,..________ 
· . . 

.I ' ".. 

NJMBER OF PAGES,' INCLUDING' COVER 1,--'­
I 

J 

'Co'!'ments_'~'...;..-'-,----,--__, _.'______~_~ 
i '" '. ',. 

r 

, '. I 

.' . 

~., . . .:. 



. 06/02/97 14: 57 5'202 .690 6562 DHHS/ASPEJHSP ~002'" 
. , 

"p~~ fltiJw: /1?{ ...... .. 


-'Wr~C}1; .' 'Is Ie '.' 

04~.k Cd~ Ct1 ]1 /" . 


o.,q'lJl lijM ~ 22-~~ '... 


. . . rold~rJ '. 
'd3~q2~~ 

, . 
.. ':, ~. . ,.. . 

.~~<f~£d.~ . IJcr)~ ....... ' . 

. 'r' I' L ....'.21/ .. . . .&f.,....Q Gt- •.... < ..' 'b .• ,.' ..' 

(Ju1rAl~ . ~. Ck .·.···f,/ . 
Ovt4 ~tt!M /) -.' . ./~ .' 

P I.l/~
' 

/5.£ .. 
,r , 

'" '.:. ,"', .,',,' . , '. 

d~1IJ~4~ . ..•... . . 

I ' 'C":'" 

. '. .' .-jf~) . '..... f-~ /. 

, " 
, , . 

: .', 



06/02197' 14: 5 '5'202 690 65,62. DHHS/ASPE/HSP (4J 003 

I ' , 
tFD~/TANF: TOTALFAMILIE~,AND ~ECIPIENTS BY STATE 


Jan ,State's Jan State's 

1997 Share of Cumulative 1997 Shllreof Cumulative 

FamHias Total pietribu1ion Recipients Total Distribution' 
•••••••%•••••• ••:........%....... _••••• % ...... ~••••••.%-•••... 

1, California , 839,716 :20..5, 20..5 2;474,689 21.8 21.8 

2 
1 

New York 393,395 9.6 30..1 1,0.74,10.0. 9.5 31.2 
3 Texas 228,468 5.6 " as.6 .625;376 5.5, .36.7 

4 Illinois 20.5,518 5.0. , 40..6' 599,629 5.3 42.0. 

5 . Ohio 192,747 . ,4.7. .45.3 518;595 4.6 46.6 
6 Florida 182,0.75 4.4 49.8 478,329 4.2 50..8 
7 
8 
9 

Pennsyl~anla 
Michigan, 

,Georgia I, 
170.,589 
155,558 

.115,161 

• 4.2.; 
3.82., 

53,9: . 
·57:7 

433,625 
460.,793 
'30.5.732 . 

4.3
4:, 
2.7 

55.1 
59.1 

,61.$ 

10 Nonh Carolina 103,30.0. : < 2.5 83.0. 252,564 2.2 64.0 

11 New Jersey 10~,500 2.5 65.5 256,0.0.0. 2.3 66.3 
12 Wanlngton 95,982 , 2.3 67.9 '263,792 2.3 68.6 
13 MassacHusetts n,811. 1.9 69.S 20.7.932 .. 1.8 70.4 

14 Missouri 1 .' 75,349 . I 1.8 71.6 20.8,132 . 1.8' 72.3 
15 T.nnGS$~ ,'. 74,445 1.8 73.4 194;860. 1.7. 74.0 
16 Kentucky 66,991 . 1.6 75.0. JEll.15o. 1.4 75.4 
17' Maryland' 61,730. 1.5 76.6 ' 169.7.23 1.5 76.9 
18 
19 

Loulslan~ 
ArIzOna I 

60.,226 
,56,250. 

1.5 
~ 1.4 ' 

78.0. 
79.4 

20.6,582 
151,526 

1.8 
1.3 

" 7$.7 
80..0 

20 
21 

connectkiut ' 
Virginia I 

56,0.36 
55,962 

, 1.4 

1.4 
80..8 
82.1 

155,578 
135,90.8 

1.4 
1.2 

81.4 
S2.S 

22 Minnesota 54,494 1.3 83.4' 159,855 , 1.4 84'.0. 

23 .Puerto Rico 48;359 1.2 84.8 145,749 1.3 8S.S 

24 ,Indiana I 45,965 1.1 65.7 121.224 ' 1.1 86.4 
. 25 
26 

, Wisconsin 
I. 

Minis81ppi . 
, 43,888 

40.,655 
1.1 
1.0. 

88.8 
87.8 

123,758 
.10.8,365 . 

" 1.1 
1.0 

87.5 
88.4 

27 Alabamal 37,90.8 0..9 88.7 91,569 0..8 89.2 
28 South Carolina. 36,990. 0..9 89.6 97.146 0..9 90.1 
29 West Vir~inia 36,70.0. 0..9' 90..5 68,60.0. 0..6 90..7 
30 Oklahom~ 32,879 0..8 91.3 87,144 0..8 91'04 
31 Colorado 31,288 0..8 92.1 87,0.74 '. 0..8 92.2 
32 New Mexico ·29,984 0..7' 92.8 89,814 0..8 93.0. 
33 lo'wa. 1 28,854 0..7 93.5 ' 78,0.76 0..7 93.7 
34 . oregon: 25,874 0..6 94.2 66,919 0..8 94.3 
35 DislofCol. 24,752 '0..6 . 94.8. 67,871 C.S· 94.9 
36 Kansa I 21,732 0..5 ' . 95.3 57.528 0..5 95.4 
37 ArkanlUUl ' • 21,499 0..5 95.8 54,751 ,0.5 95.9 
38 HawaH I.' 21,469 ,0..5 • 96.3 65,312 0..8 96.4 

39 
40 

Rhode Island 
Maine I 

20.,0.28 
18,983 

0..5, 
0..5 

9EI.S 
97.3 

54,588 
51,0.31 

0.;5 
0..4 

96.9 
97.4 

41 Nebrask~ '13,476 0.:3 '97.6 .36,490. 0.3 97.7 
42 Utah 12,850. .0..3 , 97.9 35,442 ' 0..3 98.0 
43 , Alaska 12,224 .0..3 "9S.2 38.189 0..3 98.3 
44 Nevada 11,688 0..3 98,5 28,817 ,0..3 98.S 
45 Delaware ,10.,0.79 :0..2 98.8' 23,141 0.2 98.S 
46 . Montana 9,0.72 0..2 99.0. 2,6.294 0..2 99.0. 

,47 'Vermont 8,434 0..2 99.2 23,515 ,0.2 99.2 
48 New Hampshire 8,293 0..2 99.4 20.,627 0.2 99.4 
49 Idahoi 8,131 ......0.:2 99.6 19,925 0.2 99.6 
50 South Dakota 5,311 0..1 99.7 14,0.50. 0..1 99.7 
51 

1 

North'Dakota 4,393 99.8 11,904 0..1 99.S·' 
52 Wyoming I' 

3,778 0..1 '99.9 10.,11'7 0..1 99.9 
53 Guam 2,349 :0..1 .100.0. . . 7,370. ,0.1 10.0..0. 
54 Virgin Islands, 

I ' 
1,335 0.0. 10.0..0. 4,712 0..0. 100.0 

: -.. 
United· States 

,I 
4,10.3,523 100..0. 11,359,582 10.0..0. 

;, 
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THE WHITE HOUSE 

WASHINGTON THE PRESiDENT HAS SEEN 
I '2 - <-1 -[1 c;, 

December 7, 1996 

I \. 
MEMORANDuM FOR THE ~SIDENT 

TODDSTE~FROM:~ 
PH1LCAPLAN 

HELEN HOWELL, 


SUBJECT: i Recent Information I~ems 

We are forwarding the following recent information items: 
\ ' , " 

II. (A) Shalala memo on poverty. Concerns recent poverty trends and the role.the federal 

bv\A...(k safety Inet has played in reduCing poverty. She concludes that, although'critics may 

~ 'J-., discourtt the importance offederal sarety net programs, they have played a major role in 

~!'-~ ~ safegul:u-,ding poor children and families. Indeed, in 1995. more than' 30 million 'Qeople -~ 

~~ -.::L over hatf of all those who were" r.e-transfer" oor i.e. before factorin in taxes 0 ..... 
t:n,~. 1\' oVtfrn:ment su ·fted 0 f ove bygovemment ene ts. She notes that, 

tl6. ; ~~ as t e we fare reform act is implemented, we WI nee to 00 at the effects on poverty of , 
'~"j a wide \range ofFederal ~d ~ta~e pO,liey cha~ges. Sh~~uggests that~ just as your ~rst-term 

J ~. supp0!1 for EITC expansIOn a~d an Incr~se In the rrurumum wage aided. ~he working
VV~ poor, 10 .tb~ second term we wIll need to Increase employment opporturuttes for low­

.,. , income' people and fix the food stamp and immigration provisions ofthe welfare Ia~. 
; ,) \ . ' ", 

p ) Gotbaum (Treasury) follow-up on real wages. Via Rubin. You forwarded a recent ~ 
~ ).;1;, BusineSs Week article claiming thai real wages are still falling based upon a report of the 
d~ , Econorhic Policy Institute. T~e article argues that the mix ofjobs is getting wor,se and th,e 
~ i averag~ person is earning less~ Gotbaum urges you to take the article with a grain of salt. 
, I There ate a yariety ofmeasures of real wages ~- many have shown an improvement since 

1993, ahd some have not. "Overall, we believe that the fall has stopped and may have 
begun tb tum up." He also notes that to the extent the CPI overstates 'increases in the 
cost 0qiviOg, all measures-oi4he-growth in real wages reflected in. this memo are 
lJ....nderstated '. ' ' 

, -
"Clintob urged to spare poorthe budget knife," Washington Times, November 28. 
Via Erskine. Bob Greenstein, director of the Center for Budget and Policy Priorities, ' 
stated that programs for the poor cannot afford further cuts while the two big middle-class 
entitlem~nts continue to grow unchecked. "Sooner or later we'll have to come back and 

. take a Idok at Medicare premiums." Greenstein also endorsed a 0.2 to 0.5% yearly· 
reduction in Social Security COLAs, and said the CPI change ought to be on the table. "If 
there is aconsensus that the CPI slightly overstates the cost of living, it is appropriate to 
take that into account." 



..­

tHE PRESIDENT HAS SEEN 
\Z~q -CJ& 

\ 
Me.i.o from Jude Wanniski. He has forwarded a May 6, 1939 essay by Walter 
Lippman, arguing that the problem with the conduct of American foreign policy is that the 
Congress and President do not cooperate adequately -- "no effective machinery of 
consultation now exists." Given the respective, interlocking constitutional roles ofthe 
Exec~tive and Legislative branches, Lippman warns that the absence of such machinery 
could; be dangerous. Wanniski also sent this memo to Trent Lott and New Gingrich. 

I." .
Sen. Leahy letter on your legacy and foreign policy. Complimentary letter 
congr~tulating you on reelection and your Asia trip. He praises your commitment to 

·demol?racyand the bold steps you've taken in Bosnia, Haiti, the FSU and Northern 
Irelan<l. He says more steps will be needed to preserve NATO, bolster the UN, face the 
reality\ ofChina, and lead the worldwide ban on the use of antipersonnel landmines. 

Jane Sherburne letter to the editor. Via Harold. Jane sharply criticizes USA Today 
story on November 27 suggesting that the White House expects Kenneth Starr to take 
action [against present or former White House officials. She says she does not believe the 
Independent Counsel has any basis whatsoever for such action. 

, We have also ~eceived the folloWing items: ' , 
[~ 	 Sec. Glickman thank you note. JIe thanks you for the pewter cup you sent him for his 

52nd birthday. "I also appreciate the birthday gift ofbeing allowed to participate in the 
APEC Manila conference, and for service in the Administration generally." 

[ 

I 
Letter from Don Henley re: Betsy Myers. Henley has known Betsy for many years and 
holds in\ her high esteem. "She brings great energy and dedication" to her position as 

/" Director of the Women's Initiatives and Outreach office. . . 

,~ ", \. ~ 	
' 

. 

:U 
~ 




THE PRESlDENT HAS SF":" 
i2 -''\ _e1(:'

THE SECRETARY OF HEALTH AND HUMAN. SERVICES 

WASHINGTON, D.C. 20201 

OEC 2 1006 

., ('], 

- ~. . " ' ,,~7 L{;f 

MEMORANDUt;I TbJrHE PRESIDENT ~ \ 

I would like t s~are with yo~ an analysis of recent poverty trends and the role Federal safety net 
programs ha~e had in ameliorating pove~y.' 

I 

-In September; the Bureau ofthe Census reported that poverty in America declined in 1995: 
. overall, the p~rcentage of people who are poor in America dropped from 14.5 percent in 1994 to 
13.8 percent dr about 1 in 7 Americans. For children, the poverty rate was down bya full 
percentage po'~nt from the previous year to 20.8 percent or 1 in 5 children, and for the elderly, the 
rate dropped from 11.7 percent to 10.5 percent. . 

This downwJd trend is certainly good news for the country, although the percentage of people 
. who remain id poverty--especially the percentage of children-- is troubling. 

I 

Poverty Trends Over Time . 
. \ '. . . 

There are a number of ways to look at poverty trends (seeTable One). The number of people 
who are poor ~ taxes or any government support ("pre-transfer poor") is an indicator ofhow 
well Arnericank are doing on their own. ' 

Pre-transfer polerty for adults and children has fluctuated over time and in general is 
I 

considerably higher during recessions. In 1995. one in five Americans was pre-transfer pQQ[* ~ile one in foUr children and one out of two seniors was pre"transfer poor. For aU groups this 
( pQ.Y.erty rate was down significantly from its peak in 1993. Clearly Americans of all ages are 

, d.a.ingjJetter as the economy moves beyond the recession. .. - , 

The ','official" doverty rate takes into account gov'e~ent cash assistance, including social 
insurance progrbs (SociaL Security and Workmen's Compensation).and means-tested income 
support prograrlts (Supplemental Security Income and Aid to Families with Dependent 

. Children). . '\ ' 

The perforrnancb of government cash. transfers in reducing poverty for the elderly is remarkable. 
In 1995, a~~ercent of pre-transfer poor elderly were removed from poverty, dropping 
their poverty rate from 49,9 perce~_~~. This is primarily due to Soci8J Security 
benefits. Unfortunately,the impact of cash transfers on children is much less impressive. In 
1995, child pov6rty was reduced by just 14 perc~nt (from 24.2 percent to 20.8 percent) as ;;'-;;sult 

i ......,...
of govemment supp0r!. 
-----, . 
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Page 2 

Defining Porerty 

As measured\by the U.S. Bureau of the Census, the current official definitio~ of poverty 
measures pre1tax money income, including government cash transfers (AFDC and SSI benefits) 
but excludin~ inc.ome gains or losses attributable to capital gaitis. 'The official measure does not 
include the v~lue'of non-cash benefits, many of which are means-tested and directly targeted 
toward the pdor (child care, child support· enforcem~nt, JOBS, emergency assistance and foster 
care, Medicaiid, SSI, Food Stamps, child.nutrition programs, and housing subsidies). The official' 
measure also bxcludes tax transfers, such as the Earned Income Tax Credit. Consequently, the 
current offici~l measure does not capture the full extent to which our nation's safety net programs 

, ameliorate porerty -- only 18 percent of Federal expenditures for low income families are 
included in th~ official statistics. Tfall noncash transfers were included with the ~xception of 
Medicaid, 56 percent ofFederal safety net expenditures could have a significant additional anti­
povertyeffectl (Medicaid is excluded, because of the difficulty in assigning a dollar value to it 

I 

and to private health insurance). 

Recently, thert has been much discussion regarding the, appropriate measure ofpoverty. A 
National Acadbmy of Sciences report recommended a number of changes in how poverty is 
measured, incl6ding expanding the definition of what counts as income for people of all income 

I 

levels to include noncash benefits and eXGlude out of pocket expenses for medical and child care. 
In addition, thJ report recommended modifying .the poverty threshold. While no change in ' 
method of me~suring poverty has been made to date, it is useful to assess the impacts of noncash 
government lsfers on poverty to capture the fuller effect .of the safety net. 

Effectiveness of Safety Net Programs, .' 

Table Two melures t'he effectiveness of o~ Federal anti-poverty programs, the table uses 
I ' , ' 

published Census data to compare the number ofpre-transfer poor, or those who were poor 
before benefits fromsafety net programs are counted, to the'number ofpost-transfer poor, or the, 

. number of thost in poverty after benefits from safety net programs are counted. 

Over the past fifteen years, cash benefits have removed significant numbers of people from 
poverty. In 198'0, cash benefits moved approximately 17.6 million people out of poverty, 
lowering the prJ-transfer poverty rate of20.8 percent to the official rate of 13.0 percent. The 
effectiveness of\cash benefits. increased in 1995. Approximately 21.4 mi~li?n people we~e. 
removed from poverty, reducmg the overall number of poor from 57.8 mllhon to 36.4 mllhon. 

I •
In percentage terms, the poverty rate was reduced by over one-third, from 21.9 to 13.8 percent. 

When both cash ~d noncash g~vernment benefits are counted, the mimber of pre-transfer poor 
who are removed from poverty increases even more significantly. While cash benefits moved 

I ' 
approximately 21.4 million people above poverty in 1995, counting noncash benefits (including 
benefits from pr~grams such as Food Stamps, Housing Assistance, and School Lunches) lifts an 
additional 9,2 milllion pegple out of poverty. 
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SOCIAL SAFETY NET PROGRAMS 
Total =$216,3 Billion FY 1996 

AFDC ($11.30) 
AFDC·RELA TED ($10 ..70 ) 

MEDICAID ($94.50 ) 

I 


_r'U,j!U STAMPS ($26.30) 

CHILD NUTRITION ($8.20 ) 

HOUSING ($20.60 ) 

f 

I . 
Thecombinatton of cash and noncCl$h benefits dropped the pre-transfer poverty rate of 21.9 

percent to 10.3 percent -- the lowest post-transfer rate since 1980, In total, nearly 53 percent 

of the pre-tratisfer poor would be lifted out of poverty, if both cash and noncash:benefits are 


. counted. 1 . 

A combinatiJ ofcash and noncash benefits provided by safety net programs have a much 
greater impact\inreducing child poverty than ~ash benefits alone have. In 1995,2.4 million 
children -- 14.1 percent of all pre-transfer poor children -- were removed from poverty by cash . 
transfer benefiis. The combination of cash and noncash benefits lifted 7.1 million children above 
the poverty lin~--41.3 percent of all pre-transfer poor children. Thus the post-transfer child 
poverty rate counting both cash and noncash benefits is 14.2 percent, down from the official 

. definition rate 9f 20.8 percent. 
. I . 

Ofparticular n6te is the effect of the Earned Income Tax Credit, a Federal refundable tax credit 
desigried exclu~ively for working Americans. The number of families and children assisted by 
the EITC has iricreased steadily since the early 1990's, when your legislation significantly 
expanded it. Ahalysis of published data from the Census Bureau indicates that in 1995, the EITC 
rewarded the w~rk of 15 million working families and alone removed 3.2 million people from . 

I 

poverty, 1.6 million of whom were children. In 1995, the EITC was responsible for moving 

nearly 10 perceAt of all pre-transfer poor children from poverty. 


Effects of safe~ Net Programs During Recessionary Periods 
I 

An important cJaracteristic of governme~t benefits, whether cash or noncash, has been that they 
expand during r~cessionary periods to counteract the increases in poverty that naturally occur. 
AS.can be seen ih Table Two, the safety net programs performed better during the recession of 
the early 1990's than during the recession in the early 1980's. 

\ 
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When poverty crested during the recession of the early 1980's, the number of pre­
.transfer poor1\was nearly 53,3 million. During 1983, when safety net programs had been 
weakened as a result of the Reagan-era policy changes, cash and non-cash benefits lifted 44.8 
percent oftht? pre-transfer poor out of poverty. In 1993, however, when the safety net programs 
were considerably stronger and EITC expansions had begun to take effect, cash and non-cash. 
benefits were, ably to lift 48.3 percent of pre-transfer individuals out of poverty. Furthermore, as 
the recessionary effects have receded and the economy 'has continued to improve, the array of 
safety net prdgrams has been able to lift even more ,people out of poverty. In 1995,nearly 30.6 
million peopl~, ()r 53 percent of the pre-transfer poor, were lifted out of poverty. Historically, 
this represent~ the most effective p~rformance ever of our nation's safety net. 

I 

Conclusion i 

While critics iay ~onti~ue to discount the viability and importance of the Federal safety net, it is' 
clear that our ~ti-poverty programs have been effective in safeguarding poor children and 
families. In 1 ~95 alone, more than 30 million people-,-greater than half of all who were pre­

. transfer poor--jWere lifted out of poverty as a direct result of government benefits. In sum, our 
, anti-poverty p~ograms continue to lift more people out of poverty than ever before. 

I 
I . . 

Clearly, as the IPersonal Responsibility and Work Opportunity Act is implemented, we will need 
to look at the e1ffects on poverty of a Wi~e-range ofFederal and state policy changes. The Act 
itself requires that each state report child poverty data annually and calls for the state to submit a 

I ". ' 
corrective action plan to reduce child poverty if its rate increases by five percent or more within a 
year. The Act ~lsogives the Department resources to conduct research and evaluation studies, 
requires that st~tes collect and submit a large amount of data annually, and directs the Census 
Bureau to laundh a new longitudinal study of children and families, All of these mechanisms 
should yieldirriportarit new information, In addition, the first report to the Congress required by 
the Welfare Indicators Act of 1994 calls for the anriual reporting of indicators of welfare 

. I . . 
dependence. The report also supports reporting on the status of children. The report has just 
been submitted to the Congress; it was pr~pared byHHS with the assistance of a bipartisan 
advisory board ~at supported t~acking the poverty levels and status of children as welfare reform 
progresses. DuFingthe next year, we will narrow the list of data elements to be tracked and 
prepare the first annual report of the data. 

Your successful battles to expand the EITC and increase the minimum wage will significantly 
help the working poor in the coming years. In the second term, we will move ahead to increase 
employment opportunities for low income individuals, solidify mechanisms for collecting the . 
information and aata that will be vital to assessing the impact of federal and state policy changes, 
and fix the f1aw~,d parts of the new welfare law you identified in July--including the Food Stamps 
and immigration1provisions .. All of these actions are necessary to ensure that the downward trend 
, , I 
m poverty contmues, 

~ 
Donna E, Shalala 
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Table Two 

Persons Removed From Poverty Resulting From 

.\ Government Transfers 

1980 1983 1985 1987 1990 1993 1995 
ALL PERSONS 
Pre-Transfer Poor, All Persons 46,806 53.291 50.395 49,160 50,972 60,671 57.758 

Number of Persons IReahoved 
Using Official Definition 

I
Percent of Pre-Transfer Poor 

.< I 

17,5?2 
37.5%' 

18,073 
33.9%' 

17,271 
34.3% 

16,869 
34.3% 

17,405 
34.1% 

21,520 
35.5% 

21.362 
37.0% 

Including Non-Cash jfransfers (def. 14) 24.078 23.865 22,713 22.652 23,870 29,298 30,593 
Percent of Pre-Transfer Poor 51.4% 44.8% 45.1% 46.1% 46.8% 48.3% 53.0% 

Additional Impact of~nclUding
I

Non-Cash Transfers 6526 5793 5442 '5784 6465 7778 9231 
Percent of Pre-Tran~fer Poor 13.9% 10.9% 10.8% 11.8% 12.7% 12.8% 16.0% 

\
Removed as Result Qf EITC 675 463 237 723 1,243 1,815 3,165 

Percent of Pre-Transfer Poor i.4% 0.9% 0.5% 1.5% 2.4% 3.0% 5.5%) 

CHILDREN. 
Pre-Transfer Poor, qhildren under 18 13,841 16,144 14,902 14,558 15,287 18,198 17,077 

I 
Number of Children Removed 
Using Official Definition 2,328 2,244 1,886 1,709 1,886 2,471 2.412 

Percent of Pre-Transfer Poor Children 16.8% 13.9% 12.7% 11.7% 12.3% 13.6% 14.1% 
Including Non-Cash T~ansfers (def. 14) 5,348 4,800 4,338 4,367 5,009 6,072 7,057 

Percent of Pre-Transfer Poor Children 38.6% 29.7% 29.1% 30.0% 32.8% 33.4% 41.3% 

~. . 
Additional Impact ofI~cluding Non-:Cash Transfers 

Number of Pre-Transfer Poor Children 
I 

3,020 
. 

2,556 2,452 2,658 3,122 3.601 4,645 
Percent of Pre-Transfer Poor Children 21.8% 15.8% 16.5% 18.3% 20.4% 19.8% 27.2% 

Removed as Result oflEITC 315 187 189 316 520 832 1,623 
Percent of Pre-Trans~er Poor Children 2.3% 1.2% 1.3% 2.2% 3.4% 4.6% 9.5% 

ELDERLY 
Pre-Transfer Poor, Elderly.

I 
13,380 13,262 13,442 13,560 13.963 15.636 .. 15.797 

i
Number of Elderly Removed 
Using Official Defmitioh 9.504 9.631 10,000 9,999 10,292 11.881 12.473 

Percent of Pre-Transf~r Poor Elderly 71.0% 72.6% 74.4% 73.7% 73.7% 76.0% 79.0% 
Including Non-Cash Transfers (de£. 14) 10,492 10,604 10,792 10,911 11,104 12.712 13.106 

Per-cent of Pre-Transfe,r Poo,r Elderly 78.4% 80.0% 80.3% 80.5% 79.5% 81.3% 83.0% 

Additional Impact ofInJudi~g Non-Cash Transfers 
I

Number of Pre-Transfer Poor Elderly 987 
I 

7.4%Percent of Pre-Transfer Poor Elderly 
974 
7.3% . 

792 
5.9% 

912 
6.7% 

813 
5.8% 

831 
5.3% 

633 
4.0% 

I 
Removed as Result of ElTe . i 

Percent of Pre-Transfer Poor E Iderlv 
0 

0.0% 
26 

0.2% 
0 

0.0% 
0 

0.0% 
.0 

0.0% 
62 

0.4% 
32 

0.2% 
.\ ' 
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You sent over a recent Business Week article that claimed real wages are still falling, based upon a 
report of the Economic Policy Institute. It notes that, while the official Employment .Cost Index (ECI) 
for hourly compehsationhad been about flat in real terms since 1987 - and risen in your Administration 
- another measur~. based on the same underlying data, shows.a continued drop. Since the difference 
~etween the two i~.that the ECI oontrolsfor changes in the mix of industry and occupation, the article 
argues that the m'ix ofjobs is getting worse and that the.average person is earning less. 

I . 
Take it with a gdin of salt. There are, as you know, a variety of measures of real compensation and 
real wages. As the ~harts below show, many of them have shown an improvement since 1993, though 
some have not. ~ve(all, we believe that the fall has stopped and may have begun to tum up. 

However, ther~ Je measures, including the one that the Business Weekarticle highlights (shown in' 
red), that continu~ to show'a decline. The Economic Policy Institute has, in its work over the years, 
focused on those ~easures~ This narrow focus paints an overly pessimistic picture. . 

. I 
,It is also worth nqting that, to the extent theCPI overstates increases in the cost of living, all of the 
measures below u~derstate the growth in real wages. 

Index 87:01 =100 \ Index 93:01 =100 

r---------------------------~ 
102 Since 1\987 ECI.PriV.Comp 102 Since 1993 A"","geV~ekly 

BEANont Eel. Pn'l. Comp Earnmgs. SEA Non[Bus.C""",. 
100 1-..""AoA.~~_---...p.:::::::=-...".,..~"L-Bus.Comp·101 ~"I/~;:-""-:Z:;if2:~~ E6 

·1 fW:'~!~&S 
98 S1oo 4ifiie:~~---'~?"",O::::::-:7"--";""';;::'-'I .. 
 ca,n"'gs 

EiU r"n!J:~ 

96 t 99 
UsullIlMedial1 

I/W.hj. EtHIHng-. 


94 
Ave'.g. Lek~8 L'Eeloings 

92 , 97 
. 

OOWU~~~~~~~~~~~~~~ 96 .~~~~~~~~~~~~~ 

87 88 89 \90 91 92 93 94 95 96 93 94 . 95 96 

Note: All series deflated by CPI-U e)(cept lor average hourly and weekly earnings. which are deflated by the CPI-W 
Usu~1 v..eekly earnings series shown as a I'our-quarter moving average. since it is not seaoomilty adjusted. 

I . . . 
Prepared by Robert Gillingh,unl John Roberts, and Karen Henocrsho! 

DEPARTMEN! OF THE TREASURY 
WASHINGTON, D.C. 

~ , December 6 1996 

SECRETA:;~~=~~ FOR THE ~RES{bENT I 

Through: 


From: . 
 '. 

Re: 

Robert E. Rubin' (l~ 

Joshua Gotbaum J3t 

Assistant Secretary for Economic Policy 

Are real wages' r~ally falling? 
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C.OMMENTARY 

By Aaron Bernstein 

BIGGER PAYCHECKS, YES. !BETTER PAY, NO 


Annual . ' fu.a~y' r~~e 
last year after six flat ' 
years. Wage hikes periodi­

cally spook the bdnd market. 
And President Clinton an­
nounces every ch~ce he gets 
that the economy 'has turned 
the corner. It's all! true, and 
many Americans ~ doing bet­
ter since job growth finally 
picked up in the p\:tst year or 
so. But don't celeorate yet: 
There's strong evidence that 
the two-decade trend of wage 
stagnation continu\ls unabated. 

It's easy to get a misleading 
picture, since the g~vernment 
conducts a half-dozen wage sur­
veys that all tell different sto­
ries. The monthly Series that 
bond hawy.s watcl1, lWhich shows 
pay outpacing inflation, is so er­
ratic that most labor economists.dis­
miss it. The better kssessment comes 
from' a once-a~year ~napshot taken 
each March as part lofthe Bureau of 
Labor Statistics' survey of labor 
costs. The J996 figute, released in 
mid-October, showSithiitcompensation 
growth stilltraiJs consumer prices. ' 

" . These numbers "are the best measure 
of the income of av~rage American 
workers over the lo~g term," says 
BLS Commissioner Katharine G. Abra­

i 
i 

,ham. And while the !figures don't in­
clude the past seve~ months, there's 
little reason to susPfict a sharp tum 
off the long-term course. ' 
DETROIT SWAP. SO h6W can incomes 
be rising if wages ar6n't? Simple. ' 

,J 	 Strong job growth.l~ts people work 
more hours, so hous~llOlds have more ;j 
to spend. But that d6esn'L mean em­-1 ployees are earningrPore pel' h'oul'. In 

"~ £1 other words, paychecks arc up be­

j 

j cause Amelicans are \wol'king harder 
~md longer, not becau'se lhe long-term A

" 	 trends hol.ding down ~vages--lhe shift 
to sel"vices. globalizatjon, weak uniuns, ::~ and so un-have heer\ cilc;cketi, "All" . 

.; 'the lung-wl'm wage Ilrohh:rm; haven't 
gone 'awav," says Marl,,'in It Kusters," .• i 

an nC01l1lmist at the American I:~ntel'-

prise InsLituLe, ;\ con~er'\';\li\'I: think 
I'i",~ 

, 
closely watched one, a quarterly in­
dex, tries to measure the same type 
of labor year to year: It assumes that 
the proportion of every type of work­
er in the economy-factory, service, 
professional, blue-collar-doesn't 
change. The 'second version, the so­
called' compensation~level survey done 
each March, includes occupational, in~ 
dustry, and other shifts. It shows that 
compensation has trailed inflation' by 
six 'percentage points since thebu­
reau began keeping track in 1987, 
while pay and benefits as gauged by 
the quarterly, index have outpaced 
consumer plices (chart). 

WAGES: STILL 

GOING NOWHERE 


110 

i HOU'RLY WAGES A'NO BENEfITS 
, fOR PRIVATE·SECTORI105,,' WORKERS. III 1995 DOllARS 

~{rOR HI£. 12 MONTIIS [NOING IN MARCIl! 

55· 

IOOlll:~__oio..... 

While the index offers the 
best picture of what employers 
pay for labor, the so-called level 
is better for gauging what em­
ployees earn, says Kosters and 
other labor economists. The two 
aren't the same. Take Detroit 
auto makers. They recently 
granted above-inflation'raises to 
union workers, whose pay and 
benefits run $43 an hour. But in 
recent years, the Big Three 
have outsourced jobs to suppli­
ers that often pay only $20 an 
hour. If suppliers also raise pay 
above inflation, the index would 
register real compensation gains. 
But in reality, thousands of 
high-wage jobs were swapped 
for lower-paid ones, reducing av­
erage wages. This only shows 
up in the level survey. Indeed, 

auto workers battled Detroit over 
outsourcing in their just-concluded 
contracts precisely because the prac­
tice lowers wages in the industry, 
TEMP TIDE. Similarly, because the lev­

, el method accounts for the shifting 
mix of job types. it's the. only one that 
factors in such trends as the spread 
of lower-wage jobs. And these trends 

. have been big in recent years. For in­
stance, employment in the temporary 
help industry has soared by 70% since 
1990, to 2,2 million. This' pulls down 
average wages, because temp jobs 
pay $8.79 an hour, VS. $11.44 for ful\­
time ones, according to the BLS. 

The same holds true when service 
jobs, which average $15 an hOUT, pro­
liferate, replacing f,lctory ones that 
pay $20. aceording to the Economic 
Policy Institute. a liheral think tank 
in W~shinl:,rton. Since 1989, 1 million 
factory jobs have nmished while ser­
vice juhs have soared hy 10 million. 
El'l figures show, "The shift to low­
wage industries continues'to pull 
down wage:;." says 1-:1'1 Chief Ecollo­
mi~t Larry !l!isheL 

f\Jll(~l'ican;; are doing h<:lter in a 
healthier job market. true enough. 
I:\ut dun't Illi:;lal{(~ tilt! good news Ii II' 
UH! whull: oS to r\', Plent~' of ('vidence 

! 
i 
I 

I 

I 

Lan\; in Washinhrtofl.! ' 	 still w('igh" \\,,;ge,.; rlm;'r\.9~B'1 '88 'H'9 '90'91'91 '9J 'Y4 :ojo '1& I' 
'I'll ,,<:<, wily 11<:':-, ri,Jill, 1,".1; ;rt Iii" .i.,IN,HX M,\/i. 1981"100 ,[pr 

!l1,~ !':mpltl\'IIH:llt (\,,:, "'.'1'1<:s, 'I'll<' n,TIISI"i /I WIlIr!II'" wl)rt.ptlli'l' 

,laLa COllle 'ill t \\'(j n:r"jliUllS, The IIwn.' 	 (rCllli" jl'uill HilS/lilli/loll, 

~ 
 . ' 
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\ cmttonurged to spare poor the 

I 

lHE PRESIDENT HAS SEEN 
12-4 -0(<:..::.budget knife 

By Patrice Hill 
THE~TM!S 

, I 

A leading aavocate for the poor 
is call.irtg on Congress and Pre&­
ideol Clinton to reduce the Social 
Security and I Medicare budget~ 
next year beCause poverty' pro- ' 
grams have ab:eady been trimmed 
to the bone. I ' ' , 

In what may mark a turning 
point for liberal actiVists. Robert 
Greenstein, director of the Center 
for Budget and 'Policy Priorities, 
acknowledged that programs for 
the poor can afford no further cuts 
as longas the two big middle-class' 
entitlements Icontinue 'to grow 
unchecked, 'crowding other pro­
grams out of the budget. 

Mr. Greenstein released a study 
that showed Itbat poverty pro­
grams were the target of more 
than half the Ibudget cuts in the 
last year. "All ~eother partS of the 
budget ' should be on the table" in 
the next round of budget balanc-

I 

I 

mg negotiations, he s8.id at a press' 
briefing. . 

,"Both, the GOP and Blue Dog 
[moderate Democratic] budgets 
this year sough't modest increases 
in Medicare pren:aiums and in­
tome-testing for Medicare.' nUll, 
was perfectly reasonable:' he said. 
"though they probably won't be on 
the table this year because of the 
political charges that new" during 
the campaigns. 

'Mr. Greenstein was referring to 
charges by President Clinton t~t 

·the Republican premium in­
creases constituted harsh "cuts" 

, on the elderly. Mn Clinton vetoed 
, the premium ch.8nge one yearago. 

"Sooner or later we'll have 
come back and take a lookat M 
care premiums;' Mr: Greenst in' 
said, noting that both Medi 
and Social Security are due to g 
bankrupt in the next, centurywh 
baby bOOmers retire. "We need to 
begin to make the tough decisions 
to' shore up ~hose programs." _ 

On SOCial Security, Mr, Green-
stein endorsed a 0.2 ,to O,S percent 
yearly reduction in cost-of-living 

,adjustments (COLAs) included in 
the Blue Dog budget arid a coun­
terpart proposal in the Senate au­
thored by Sen. John B: Breaux, ' 
Louisiana Democrat, and Sen. 
John H. Chafee. Rhode Island Reo 
publican,,' , 

Sponsorsofthe centrist budgets 
called for the COLA curbs,because 
most 'experts belieVl! the Con­
sumer Price Index, which' cur­
~nt1y dete~es the level of 
yearly benefit increases. overesti­
~tes the rate of inflation by as 

. much as 1 percentage point. ' 
"The CPI change oUght to be on 

the table" in the budget negoti­
ations next year, Mr. Greenstein 
said. "If there is a co~ensus that 
the CPI slishtly overstates the cost 

'of liVm.s. It is appropriate to take 
that mto account." 

Mr: Greenstein said he would 
n rule out cur~l!~ M~9icaid, the 

health care program for the poor 
and disabled, but he WlllLld par­
ticularly scrutinize hospital 
spending and the large P!:lrt of the 
program servicing "formerly 
mil,idle-Class" people. : 

"'IWO-thirds of Medicaid is for 
the elderly and disabled. Many are 
people f6rmerly in the middle 
class" who divest themselVl!s of 
cash and assets to qualify for as­
sistance under the povertY pro­
gram; he said, "That drains Med­
icaid." , " '. 

Mr,,Greenstein. who also called 
for cuts in Pentagon weapons pro­
curement and for both Congress 
and the Whit" House to drop their 
tax-eut plans, was joined in en­
dorsing, curbs in ,the retirement 
programs by 'Martha Phillips, ex­
ecutiVl! director of the Concord 
Coalition, and representatiVl!s of 
the Catholic Church, 

It was not clear whether other 
liberal advocacy groups would fol­
low his lead. 
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CENSUS BUREAU REpORT ON lNCOME AND ,POVERTY: 

THE ~MERJCAN ECONOMY Is ON THE RIGHT nlACK FOR "THE 21sT 
CENTURY 

Seplember 26, 1996 

TODAV'S\INCOME & POVERTY NUMBERS SHOW THAT THE AMEIUCAN 
ECONOMY ON TH]~ RIGHT TRACK, GROWING STRONG. ANI) GROWING 
TOGETH~R AGAlN. ' " , 

• 	 TYPical! Household I",:ome Up $8981n 1995 -- Largest Increase In ADecade. In 
1995", median household income increased 2.7 percent .- or $898 •• in 1995 after ' 
adjustin~ for inflation, from $33,178 to $34,076 •• that's the largest one-:-year increase, 
sillce 1986 ' , 

. 	 "I " ' ' ~', , ' 

• 	 Typical 'Family Income 'Up $1,63] Since The President's Economic PlanPllssed. 
Medi~in \family income has increased from $38,980 in 1993 to $40,611 in 1995 -- that's 

,a 	$1 ,6311 inc:eas~ in income, adjusted for inflation, since President Clinton's Economic 
Plan passed In 1993. . , 

1 	 ' 
• 	 Under. PlreSident Clinton, The Typical African-American Fami.ly's Income Is Up 

$3,000. Since 1992. the median i~ome of African-American familh~s has illcreased 
from $,2t,923 to $25,970 -- that means their income was $3,047 higher in 1995 than the 
yt!ar before President Clinton took .office. . ' . 

• 	 The ·Larbest Decline In Income Inequality In 27 Years. In 1995, household income 
ineqliality feU, as every income group -- from the l'nost well-off to the poorest-­
expe:ricndi:xl a real increase in their income for the second straight year. One measure 
of inequ~llty ":_, the Giili coefficient .- dropped more in 1995 [han in any year since 

1968.' I 

• 	 The Number Of People In Poverty Fell By 1.6 Million -- Largest Drop In 27 
I 	 ' 

Vem-s. The numberofpeople in poverty dropped 1.6 milJion, from 38.06 million in 
1994 to 36.43 million in 1995: -- (hat's the largest one-year decline since 1968. 

I ' 
o Poverty Rate Fell To 13.8 Percent -- Biggest Drop 'In Over A Decade. In 1995, the 

poverty r~te dropped from 14.5 percent in 1994 r.o 13.8 percent -- that's (he largest one­
year fail in the poverty rare since 1984. Since President Clinton'S Economic Plan was 
signed in~Q I,aw, .the poverty rate has declined from 15.1 percent in 1993 to 13.8 percent 
last year r that's the biggest two-year drop j~l the poverty rate since 1,973. 

• 	 The African-American Povc:rtyRate Dropped To It Lowest Level In History. In 
199~, the lAfric~n-A~nerican poverty rate declined fro~ 30.6 percent t~') 29.3 percent '-­
that s the first time It dropped below 30 percent and ItS lowest level Since data were 

.first collected in 1959. 
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• 	 Elderl~Poverty Rate Dropped to 10.5 Percent -- Lowest Level Ever. In 1966, 28.5 
. percent Iof America's elderly citiiens lived in poverty. 1n 199$, the elderly poverty rate 
declineql from 11.7 percent to 10.5 percent •• that's a new record It)w'for the elderly 

. po ve.rty rate. 

• 	 Biggest Drop In Child Poverty In 20 Years. In. 1995, the child povel1y rale declmed 
from 21.8 percent to 20.8 percent •• that's the largest one-year drop since 1976. Since 
Pl'esideritClinton's Economic Plan was signed into law, the child poverty rate has 
declined from 22.1 percent to 13.8 percent •• that':; (he biggest two-year drop si.nce 
1968. j 	 , . . 

• 	 largest Drop In" The Poverty Rate of ·Female-Headed Households In '30 Years.. ln . 
. 	J995. percentage of female-headed households living in po....erty fell from 38.6 percel1( 
to 36~5 percent •• that is the largest one-year decline since 1966. 

j 	 . 

" 

" 
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Median Household Income: 
1992: $3J.2781199~: $32.949 

,1993: $33.178 199): $34,076 

Median FsIni1YI Income: 
1992:$39,727 1993: $38.980 

I ' 

1994: $39,881 1995: $40,611 

. Ai'rican American Families: 
, I 

1992,: $22.923 1993: $22,720 
, I 

1994: $25,398 1995: $25,~70 

,f.Tou!;eholdl neq uslity: 
1994: 0.456 

1995:' 0.450 


Fan.i1yJnequality: 
1993: 0.429 
19'94: 0.426 
i 995: 0.421 

Overall I'overty: 
1992: 	 14,8% 1993: 15.1% 

, ' , I 

1994: 14.5% 1995: 13,8% 

Black Poverty: , 
1992: 33.'4%, 1~93: 33.1% 
1994: 30,6%' 1995: 29.3% 

:Elderl}' 'Poverty: 
1992: 12.9'% 1993: 12,2%"

1
1994: 1'1.% IYS: 10.5% 

.Female-Headed H(Jusehold~:
I 

1992: 39.0% 1993: 38.7% 
I 

1994: 38.6% 1995: 36.5% 

Child Poverty: I 
1992: 22.3% 1993: 22.7% 

I 

1994: 21.8% 1995: 20.8% 

INCOME 

'. 	 Up 2,7% in 1995 •• up $898 in real terms from 1994 
Largest increase since 1986 
$798 higher in 1995 than 1992 
Under Bush fell $1, 795 b~iween 1988 and 1992 

Up 1.8% in 1995 -- up $730 in real terms from 1994 
$1,631 increase since Economic Plan passed (1993) 
Under Bush fell $1 .. 743 between 1988 a.nd1992-' 

Up 2.3% in 1995 •• up $572 in real terms from 1994 
Up 13 ,3% since 1.992 -- $3.047 higher in real terms. 
Under Bush fell $1,978 between 1988 and 1992 

INEQUALITY 

, Largest decline in inequality since: 1968 
"Every income group rost! for the 2nd straight year and every 

group is up since 1992 ' 
Largest rise: in share of income going to rri iddle~class since 1968. 

: Under Bush. every group's income fell 

Down t.~o years in a row -- tirst time since 1974 
Largest two-year declinc. since 1968 

'Every income group grew for 2nd straight year and every group 
is up since 1992 

POVERTY 

Largest drop in poverty rate sinc~ 1984 

,Largest 2·year drop in poverty rate sinet: 1973 

J.6 million drop in people' in povelty -. larg~st drop since 
, 1968 (38.05 million in 1994 vs. 36.43 million in 1995) 

Lowest EVER -- Below 30%. 

, Largest two-year drop since 1968 


Lowest EVER -- 600,000 tewer than in 1992. 
- Tn! 966, eldery poverty rate was 28.5%. 

Largest drop since 1966 

Largest drop since 1976 

i Largt:st 2-year drop since 1968 


• 
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MEMORANDUM FOR BRUCE REED ~~ 

FROM: 
 JOSEPH STIGLITZ ' 

Poverty Among th ElderlySUBJECT: 

Here is a little article that we did on the economic status 
of the elderly. The graph on the second page shows the marked 
decline ip the poverty among the elderly which is largely 
attributable to social security. 
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The Economic Status of the Elderly . '. '.. . . " 
. . . 

. "I 
Over the past three decades, three important changes in the demograPhic. and 
econokc status of the elderly have taken place: First, the elderly n()w make up 
a larger fraction of the population .. Second, the labor force participation of older 
men hks dropped sharply, while that of women has increased. And third, poverty 
among the elderly has become much le~s prevalent-indeed; slightly less prevalent 

I . • 
than .among the rest of the population .. 

Demo~raPhics. In 1940, the fir~t year in . which' Social Security benefits were 

available, only 6.8 percent of the population was 65 or. older. By 1994, this 

fractioh had nearly doubled, to 12.7 percent. And:by 2030 it is expected to rise 

to 20 percent. The aging of the population is one of the h~y factors generating 


. the prdjected deterioration in the financial condition of the Social Security system 

over tJ:1e next 30 years or so, . 
I. 

Male Labor Force Participation Rates by Age Labor 'force participation. . Between' 
,e» ; . . the mid-1960s and the ffiid-1980s, the • ' _ . 5O-64y""'" ~ 

• ·r..·· .. ······........··..·..····..·...........:>:>:;;?!!'!'.. l,abor force participation of older men 
....1"" ......." ......... 

_ 80., '''''''-''-' ...,.......... 6O-64v.a",· Alshithfted 'hdOtwh,n dmarI.kedly (se~d Chart)d' 

c .............,,_..'.._........... oug IS ec me was, WI esprea 

~Ia:: .0 'T-", . across age groups, the most dramatic •• 

80 

',--,-----_______ --~~---. reduction occurred among men aged 60­
20 _ 1o_anci_ _ 64. In 1967, 78 percent of such men 
o were in the labor force, but by 1985 

.D67 i '810 .•813 .876 ,m' ',... '1leS ,., .- only .56 percerit were. In . part, . this .088 _, 0b00MII1ona fOf .994 "'" noI8Il!cI!y compatBbIe wlth ...__ 

. We 10 the .-01 the CIImmI PqluIaIIon StmIy. d' d . l' . 
. . 1 . " tren. towar ear Ier . retrrement may 

reflect the fact that men aged 62-64 frrst became eligible for it reduced level of 
Social Security benefits in 1961. ' Since the mid-1980s, the'trend toward earlier 
retirembnt appears to have abated. , 

I 
Female/Labor Force Participation Rates by Age Labor force participation trends for 

.00 • older women have, been dramatically 
different (see chart). Participation rates 
among women 60 and over changed 

80 

~60' ._ ~ little . on net during the' past . three 
a; '··r....·····..····..·..·····..······..·..·.. ·· ....·..··:.. . decades, while rates among women in 
Q. .0 " ..'T...".' .........""":"."..c ....... .. ., ...... ,,.,., .........~~.?'.....- ­_ . their 50s trended up markedly ..Greater 

20 I " 65-fS9 years labor force attachment should bode well "-T--- --,~- --- - -:-- - -:- - - ____ ---:--"1- --"': 

o I 7Oyeanand""", ­ for the retirement income security of' 
1m 11010: 1013 '''76 umit, 1Q82 lIM5 1MB 1091 1004 - f th . h tl 
NoIe:Observatlonsf0f1994atenolotrlctlyoompamblowith ...__ some 0 ese women w 0 are curren y 
duetOlhe,ovIolonollheCllmmll'<lpulallonSUJVOY. ("11 b ) h' . . . . I . . .. . or WI soon e reac mg retirement 

age. For others, however, it may pave little effect. For example, some women 
will qualify for a.larger Social Security benefit based on their husbands' earnings, 
. . I· . . '. ' 

I 
Weekly Economic Briefing 3 May 1, 1995 

.1 
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'history rat~er than their own earnings pistory. For these 'womep, additional years 4/s/'t' 
in the labqr force 'do little or nothing to boost Social Security benefits. 
',,' 'I' ,,' ' , ,! ,: ,,' " ,," , 

! _,', I ., ' '. ' , •. 

The naturre of retirement. Many workers retire in stages, moving from a career : ' ' 

job to a bt:idge job, and from there to' full retirement. Less than three-fourths of 

all wage' aPd salary workers and only, half of all self-employed workers retire in 


, " one fell s'f0op, III many' cases, a bri,dge job involves a change of industry and ' 
occupation from the ~areer job, apdcommonly requires a lower level of skilL " 
Phased retirement may be most comm,on among poor workers, who cannot afford ',' 
immediat~ full retirement, and ,more, affluent workers,' who face' broader 

, opportlmi~ies for enriching and ~njoy~ble Part-tim~:woric. 
" I ' , '. ,

i " .' I 

i Poverty Rate's by A,ge ' ,Poverty~, "According to, Official 
3S , 'statistics, poverty rates :'among the 
30 i ",", ' elderly have'declined'sharply,since the 

•:"""1. \'\ ./.,.. ~~/..,;:~-::,(S~~ C::~e:!:~;;~e~ 
~'15 '\........._.\:,:~...~-....~.( .':' '" "rates, h~ve been" slightly lower for the , 


,! " elderly than .for the popula~ion 'as a 
!O , /' , EIdOltf whole. Most of the, reduction in' 

• 
, s! , povertyainong the 'elderly took place' in , 

o ',1 the late ,1960s ' and' : early 1970s, " " 
,1'" 'i ,'.76 ,'~" 'c~incident with large 'increases in the'11168,072 "oeo ,QS8 ': 

real valu~ of social security ben~fits. ,In contrast to the experience of the elderly, 
children have suffered 'a marked increase in poverty rates since the 1970s. Today" 
the poverty rate among children is 50 'percent higher than it was in 1970.' ' " 

/' , ' , ' ' 

Despite the 'substantial'reduction in the overall poverty rate of, the elderly, 
,'significarlt pockets of poverty' remain., For, example; the rate amoIlg eldedy . . 
, Hispanid is twice as high as, the rat~ for non-Hispanic whites, while the rate for' . 
blacks isUrree times as high. The rate for elderly people liviI)g alone (80 percent 
of whomi are women) is 25 percent;: compared with only 6,percent for married 

,,I ", , , 
, couples. lAnd the rate, for those 85 apd. oJder is about 20 percent-roughly twice 
, , the rate for those age 65-74.' In addition. a disproportionate number of the elderly 

are near..,poor. even if not below the:official poverty line. 
,[ 

" ' 

I " ' 

, I 
1 ' 

/ 

", '."1 
. '.. , 

, ." 
I 

/ 

... ; , 
" ',:['" '" ' 

" 

~eekly Eqonol1')ic Briefing 
" , 

4' , :" May 1, 1995 
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Poverty Rates Using Alternative 

:Definitions of ;IncoIrie: 1959-1997 
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Source: . Census Bureau, March Current Population Survey. 
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Poverty Rates Using Alternative Definitions of Income: 1959 - 1997 

Percent 

Including value 
of noncash 

Official benefits: 
, Money Comprehensive 

Income Income < 

Year (Oef. 1) < (Oef. 14) 

1959 22.4 (NA) '. 
, ,1960 22.2 (NA) 

1961 21.9 (NA) , . , 
1962 21.0 (NA) 
1963 ,19.5 (NA) 
1964 19.0 (NA) 
'1965 17.3 (NA) 
1966 14.7· (NA) 
1967 14:2 (NA) '.:' 
1968 12.8 (NA) 
1969 12.1 (NA) 
1970 12.6 ' (NA) 
1971 12.5 (NA) 
1972 11.9 (NA) 
1973 11.1 (NA) 
1974 11.2 (NA) 
1975 12.3 (NA) 
1976 11.8 (NA) 
1977 11.6 '(NA) , 
1978 11.4 '(NA), , 

Source: 'Census Bureau,Marc~ Current Population Survey, ' 

NA Not available. 

Year 

1979 
1980. ' 
1981 ' 
1982 
1983 " 

'1984 
'1985 
1986 
1987 
1988 
1989 
1990 
1991, 
1992 ' 
1993 
1994 
1995 
~1996 

1997 

Including value 
of noncash 

Official - benefits: 
Money Comprehensive 
Income Income 
(Oef. 1) , (Oaf. '14) 

11.7 ' 
13;0 ' 
14.0 
15.0 

,15.2' 
14.4 
14.0 
13.6 
13.4 
13.0 
12~8 
13.5 
14.2 
14.8 

,15.1 
,14.5 
13.8 . ' 
13.7 
13.3 

8.9 
10.1 " 
11.5 " 
12.3 
12.7 
12.0 
11.7 
11.3 
,11.0 
10.8 " 
10.4 
10.9 
11.4 
11.9 
12.1 
11.1 ' 
10.3 
10.2 
10.0 

,....~ 
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i Poverty Rate Down, Household Income' Up ­
Both Return To,1989 Pre-Rece~sion Levels, 

Census Bureau Reports 

Three years of positive growth in real median income have restored household income and 

poverty rates tb their 1989 pre-recessionary levels, according to reports released today by the 

Commerce Ddpartment's Census Bureau; , , ,'" , 


(The reports, Money Income in the'UnitedStates: 1997 and Poverty in the United Slates: 
1997, include data for states and valuation of noncash benefits. These reports are available on our 
web site - at l<http://www.census.govlhheslwww/income97;html> for income, and ' 
<http://www.census.govlhhes/www/povty97.html> for poverty.) 

"Nationwihe,-th~ pr~portion ofthe population livin~ below the poverty level declined from 
13.7 percent i* 1996 to 13.3 percent in 1997. The 1997 rate was not statistjcally different from 
the pre-recessionaiy rate in 1989," said Daniel,Weinberg, chiefof the Census Bureau's Housing 
and Househol~ Economic Statistics Division. "This decline in the nation's overall poverty rate, 
was mostly caused by declines in poverty experienced by African Americans and Hispanics." 

To illusJte, the number of poor African Americans dropped by 600,000 to 9.1 million' 

between 19961and 1997, while theirpoverty rate fell from 28.4 percent to 26.5 percent. For 

Hispanics, who may be of any race~ the number in poverty declined from 8.7 million to ' 

8.3 million, ,arid their poverty rate dropped from 29.4 percent to 27.1 percent. In both years, the 

poverty rate f4r Hispanics did not differ statistically from that ofAfrican Americans. Although 

the poverty rates dropped for African Americans and Hispanics, they remained significantly 

higher than the rates for Whites (11.,0 percent) and for Asians anq Pacific Islanders ' 

(14.0 percent)l ' ":,, " , ' 

I . (more) , 

i ' 
Census Bureat:! releases and most repprts also are available on their release date through the Bureau's 

, Internet homepage. The address is http://www.census;gov. 

http://www.census;gov
http://www.census.govlhhes/www/povty97.html
mailto:pio@census.gov
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I 
Some groups had poverty rates in 1997 that were lower than their adjusted 1989 rate: person~ . 

65 and' older; residents of the Midwest and the South; African Americans; married-couple I 
famili~s; African American married-couple families; and African American female householder 
f: 	 T . . i 
, amlles. I 

The poverty threshold for afamily of four was $16,400 in annual income in 1997; it was I 

$12,802 for a family of three. ' , 

Between 1996 and 1997, the real, or inflation-adjusted, median income level for the nation's i 
households rose 1.9 percent, from $36,306 to $37,005. In real terms, 1997 median household 
inc~me is not statistically different from its 1989 pre~recessionary peak ($37,303). 

,\; 

",,~, 

':~:Certain subgroups achieved or surpassed their 1989 income levels in real terms in 1997: 
White households; households maintained bya person 25 to 34; households maintained by a 
person 65 and over; households outside metropolitan areas; households in'the West; family 
households; and nonfamily households maintained by a woman. , 

i 
, 	 . I 

. Some subgroups that had, recently achieved their 1989 pre-recessionary income level in real] 
terms continued to sustain or exceed that level in 1997: African American households; , 
households in the Midwest and the South; those maintained by a person 55 to 64; married-coupl~ 
households; and family households maintained by a woman with no husband present. j' 

Other highlights:' 

. Poverty 

!
• 	 The number of poor people in the United States in 1997 was 35.6 million, statistically 

unchanged from 1996. , , 1 

, , ",', 1 

• 	 Based on comparisons of two-year moving averages (1995-96 and 1996-97), the povert)J 
rate dropped in three states (Alabama, Mississippi and South Carolina) and increased in\ 

." two states (Arkansas and New Hampshire). . .' .' . .... . '.~ 
• 	 'Using ~ee-year averages \1995-97), s~te poverty rates ranged from 6.9 percent in Ne~r 

Hampshire to 24.0 percent In New MeXICO. . , . II 

• 	 None of the four regions (Northeast, Midwest, South and West) had a statistically , ,. ilsignificaIit change in poverty between 1996 and 1997. 	 ; 

I:" 
; 

• Poverty rates in 1997 for all children (19.9 percent); adults ages 18 to 64 (10.9 percent) i
\ 

, and people ages 65 and over (10.5 percent) were not statistically different from the 1 
previous year's rates. The 1997 poverty rates fo~ the elderly and for those ages I 

, ,18 to 64 did not differ statistically from each other. (
I 
! 
l ' 
i(more) 	 I 
I 
). 

il 
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• Betwe~n 1996 and 1997, .there was a decline in both the number ofpoor families (from 
7.7 million to 7.3 million) and the poverty rate for families (from 11.0 percent to 
10.3 p~rcent). More than half of the decline in the number ofpoor families occurred 
among! African American . families. 

, I 	 " ' 
• 	 Central cities ofmetropolitan areasexperien~ed a decline in poverty rate from 

19.6 ¢rcent in 1996 to 18.8 percent in 1997. ' . 
i 

Income' 

• 	 . Based on comparisons of two-year moving averages (1995-96 and 1996-97), real median 
house~old income increased for 12 states (Alabama, Delaware, Indiana, Kansas, 
Louisiana, New Mexico, North Carolina, Oklahoma, South Carolina, Utah, Virginia and 
Washirigton) and decreased in four states (Hawaii, Iowa, Maine and Wisconsin). 

• 	 Using 1three-year average (r995-~7), the median household income for Alaska ($50,829) 
led all ~tates and the District of Columbia. 
I' 	 . 

• 	 All regions, except for the Northeast, experienced a significant increase in real median 
, househbld income between 1996 and 1997 . 

• ' 	 This is ~e fourth consecutive year that family hous~hol<is experienced an annual increase 
in real fuedian income. The change in nonfamily household income was not statistically 

. signific:ant betyveen 1996 and: 1997. Prior to 1997, nonfamily households experienced two 
years of~ual increases in median income. " 

• Betweeh 1996 arid 1997, the real median income of family households mainbrlned by a 

womanlwith no husband present increased 4.4 percent, while the median income of 

family households maintained by a man showed no statistically significant change. 


• The tnebian income of White households in 1997 ($38,972) was 2.5 percent higher than 

in 1996: in real terms. The median income ofAfrican American households in 1997 


, ($25,05,0) was up 4.3 percent. There was no statistically significant increase ill real 
medianlhousehold income for Asian and Pacific Islander households. Households 
maintained by a person of Hispanic origin' ($26,628), experienced an increase of 
4.5perdent between 1996 and 1997. (The differences between the 1996 and 1997 percent 
increases in th~ medians of White, African American and Hispanic households were not 
statisticklly significant.) . '. , 

I 
• 	 In 1997~ households located outside metropolitan areas surpassed their pre-recessionary 

income ilevel by 3.9 percent. Although this is the third consecutive year that households 
inside metropolitan areas experienced an annual increase in real median household 

I 	 ' 

income; their 1997 income remained L9 percent lower than their 1989 pre-recessionary 
level. I ". 	 , . 

. 	 (more) 
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• 	 Real per capita income increased 3.7 percent between 1996 and 1997, from $18,552 to 
$19,241. The per capita income of the White population i'ncreased 4.1 percent, from II . 

$19,621 to $20,425. The Hispanic-origin population, which may inClude 'any race, also 
experienced an increase in per capita income between 1996 and 1997 of4.8 percent, from) 
$10,2,79 to $10,773. (Differences between the 199~ and 1997 percent increases in the per I 
capita incomes of the total, White and Hispanic-origin populations were not statistically 
significant.) . 	 ../ ! 

I 

• 	 The real median earnings of men and women who worked full time and year-round ;1 

increased by 2.4 percent and 3.0 percent, respectively.,{The.difference between the II 
percent increases in the earnings ofmen and women was not statistically significant.) Th~ 

. 	 . \ 

last time men experienced an annual increase in median earnings was in 1991. For i. 

women, this is the sec<?nd consecutive year of increases. The feniale-to-inale earnings I 
ratio was 0.74 in 1997, not statistically different from its all-time high. 

, 	 I 
J 

" 	 I 

• 	 In addition to the official income and poverty data released today, the Census Bureau als9 
released income and poverty estimates based on 17 other definitions of income. "" " it 

The data are from the March 1.998 Current·Population Survey. As in all surveys, the data are 
subject to sampling variability and other sources oferror .. 

-x-

Tbe Census Bureau - pre-eminent collector and provider of timely, relevant and quality data about tbe 
people and economy of tbeUnited States. In more than 100 surveys "annually and 20 censuses a decade, " 
evolving from the first census in 1790, the Census Bureau provides official.information about America'S 
people, businesses, industries and institutions. 

.' 	 ! 
j 

I,I 
11'I . 
f 
I 
j 
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Number of African Americans in Poverty Declines 
. I While Income Rises, Census Bureau ,Reports . 

The number ofpqor African Americans in the nation decreased significantly between 1996 and 1997, 
while their real medik household income improved, according to reports released today by the Commerce 

I . 
Department's Census Bureau. . 

. (The reports, Moly Income in the United St~tes: 1997 and P~verty in the United States: 1997, are 
available on our web Isite - at <http://wwW.census.govlhheslwww/income97.html> for income, and 
<http://www.census.govlhheslwww/povty97.html> for poverty.). . 

"African Americis accounted for 60 percent of the decline in the' nUmber of poor persons in .Arr.erica 
I . 

between 1996 and 1997," said Daniel Weinberg, chief of the Census Bureau's Housing and Household 
I 

Economic Statistics Qivision. "Nationwide, ab~ut 400,000 fewer families were poor in 1997 than in 
1996, and more than half of them were African American families." 

Thenumber ofJr African Americans dropped from 9:7 million in J 996 to 9.1 million in 1997, while 
their poverty rate decFeasedfrom 28.4 'percent to 26.5 percent. For African American families, the number 
and percentage in poJ1erty fell from 2.2 milli9n to 2.0 million and from 26.1 percent to 23.6 percent, " 
respectively. I 

i 

In 1997, the pover\ty rate of African American' married-couple families; female householder families 
with no husband presJnt; and individuals was lower than their 1989 pre-recessionary rate. ' I 

: . . 

The poverty thres'old for a family of four· was $16;400 in annual income in' 1997 and $12,802 for a . 
family ofthree.' ' 

(more) 

Census Bureau 1;:U::CI;:)1;:;:) and most reports also are available on their release date through the Bureau's 

Internet homepage. The address is http://www.ceflsus.gov, 


, I 

http:http://www.ceflsus.gov
http://www.census.govlhheslwww/povty97.html
http://wwW.census.govlhheslwww/income97.html
http:censu,s.gov
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African' ~erican hbUS~,holds experienced ani?crease in real median incomeJ?11~3 per~en~ betweer . 
1.996 and 1997 - from $24,021 to $25,050. Also, In the past three years (1995-1997), median Income JI' 

levels of African American households achieved.or surpassed their 1989 pre-recess~onary peak level. I 
, 	 . i 

. Other highlights: 	
J 

. . 	 IPoverty . , . . " 	 ' I 
• In 1997, the number and poverty rate of African Americans was 9.1 million and 26.5 per~ent, II 

compared with 24.4 million and 11.0 percent for Whites; 1.5 million and 14.0 percent for Asian~ 
, and Pacific Islanders; and 8.3 million and 27.1 percent for Hispanics. The poverty rate for' I 

Hispanics did not differ statistically from the 'rate for African Americans.' I 

• 	 For families, the number and percentage ofpoorin 1997 w~ 2.0 million and 23.6 percent for j'
African Americans; 5.0 million and 8.4 percent for Whites; 244,000 and 10.2 percent for Asian ' 

,·~d Pa~ific !slande~; and,I? ~illio~ and 24.7 percent fO.r Hispanic.s.The poverty rate, for· I. 
HISparuCS did not differ statistically from the rate for African Amencans. . . , 	 . I 

• 	 African American families with· a femal~ householder, no husband present, experienced a I 
significant drop in both the nUmber and percentage of families who were pOor: 1.6 million . jl 
and 39.8 percent in 1997, down from 1.7 million and 43.7 percent in 1996. ' j 

)Income 

I
I• 	 ; In 1997, African American households had a mt:":iari income .of $25,050, lower. than that of 

Asian and Pacific Islander households ($45,249), White households ($38,972) and households 
maintained by aperson of Hispanic origin, who may be ofany race, ($26,628). 

• 	.. Afri,~an American households had an average income per household member of $11 ,998, based; 
on ~average household size of2.75 people. The·average.for White households was $20,093, I 
with an average size of2.58 people; and ':he estimate for Asian.and Pacific Islander households I 

was $18,569, with an average size of3.l7 people.,. ' 1 

. -' 	 "',. I 
• 	 The per capita income of African Americans was $12,351 in 1997,. compared with $20,425 for iii 

Whites, $18,226 for Asian and'Pacific Islanders, an.d $10,773 for Hispanics ..' '. ' 

Th~ data are from the March 1998 Current Population Survey. As in all surveys, the ~ata are subjecl 

to sampling variability and other sources oferror. ' "-X-	 .'; , r 

The Cens~s Bureau -;- pre-eminent collector and provider of timely, relevant and quality data about the people and I 
economy of the United States. In" more than 100 surveys annually and 20 censuses a decade, evolving from the firSt c~nsus 
in 1790, the Census Bureau provides official information 'about America's people, businesses, industries and instituti~)Ds.. 	 '. . I 

I 

I 

http:achieved.or
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Asians and Pacific Islande,rs Have Nation's Hig~est Median 
.' Hciusehold Income in 1997, Census Bureau Reports 

Asians and pkcific Islanders had the highest median household income among th~ nation's 
major race group~ in 1997, although their income per household me~ber fell in comparison to 
Whites, according to reports released today by the Commerce Department's Census Bureau. 

, '(the reports, ~oney Income in the United States: '1997 and Poverty in the United Siates: 
1997, are available on our web site - at -:Chttp://www.census.govlhhes/www/income97.html> 
for income, and cdhttp://www.census.govlhhes/www/povty97.html> for poverty.) . 

,I " ,. . 
"Asians ~d ~ac!fic Islanders as a group had the ,highest median household income in 

1997 at $45,249," said Daniel Weinberg, chief of the Census Bureau's Housing and HouSehold 
Economic Statistics Divisio'n. "However, this is the first time in six years that the income-per­
household-~embbr estimate of Whit~ households was higher ,than that of Asian and Pacific 
Islanderhouseholt:ls." . . 

I .. 
'. The larger av~rage size of Asian and Pacific Islander households (3:17 people) compared 

with White housefolds (2.58 people) produced an income estimate of$I&,569 per household 
member, lower than the $20,093 estimate for White households. 

The median hlusehold income of Asians'and Pacific Islanders ($45,249)was high~st, while 
White households! had the second highest ($38,972), followed by African American households 
($25,050). Housenolds maintained by a person of Hispanic origin, who may be of any race, had a 
median income o~ $26,628. ' 

", 
(more)" 

Census Bureau r~Ieases and most reports also are availab!e on their release date through the Bureau's . 

Internet homepage, The address is http://www,census,gov. 


http://www,census,gov
http:pio@~erisus.gov
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Other highlights: 

. Poverty 

•. 	Both the number (1:5 miJljon).and percentage (14.0 percent) of Asians arid Pacific 
Islanders who were poor in '1997, statistically were unchanged from the previous year. In 
1997, the number. and poverty ratelofWhites was 24.4 million and 11.0 percent; 
9.1 million and 26.5 percent for African Amedcans; and 8.3 million and 27 .I·percent for 
Hispanics. The poverty rate for Hispanics di9 not differ statistically from the rate for 
African Americans .. 

• 	 For families, the number and percent who were poor in 1997 was ~44,000 and 
10.2 percent for Asians and Pacific Islanders; 5.0 million and 8.4 percent for Whites; 
2.0 million and 23.6 percent for African Americans; and 1.7 million and 24.7 percent for 
Hispanics. The poverty rate for Hispanics did not differ statisticaiIy from the ~ate .ror 
African Americans. . . 

• 	 The poverty threshold for a family of four was $16,400 in annual income in 1997, 
~ .. ~ . 	 ' 

Income 

II 
r 

• 	 The' Asian and Pacific Islander group was the only race group that did not experience a I. 
'statistically significant incre.;tSe in real median, ~r inflation-adjusted, household income 
between 1996..and 1997. · . ' 	 II 

• .The Asian and Pacific Islander population trailed the White population, which had the' 
highest per capi~ income in 1997 at $20,425 .. The per capita income fQr Asians and 

. 'Pacific Islanders waS:$18,2~6, foUowed.byAfrican Americans at $12,351 and-Hispanics 
Jat $10,773. ' . 

_ 	 ,TIi~:data are ,from t~e ~.arch 1998 Current Population Survey. As in all surveys, the data are 1 

SUb);::t:::::gp~:::~::: ::1:::::::~:;~y di~inct groups, whichdiffer in ~ 
socioeconomic characteristics~ culture and recency of iinrnigration. Since there are differences II 
among the individual groups, data users should exercise caution when interpreting aggregate datail 
for this population group. . .'. ; 

-x- I 
The Census Bureau - pre-eminent collector and provider of timely, relevant and quality data about the )1 
people and economy of the United States. In more than 100 surveys annually and 20 censuses a decade, '; 

evolving from the first census in 1790, the Census,Bureau provides orficial information about America's 
people, .businesses, industries and institutions. . . , 

-	 I 
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Poverty Level of Hispa'nic Population Drops, 
, Income Improves, Census Bureau Reports 

The num,?er of the nation's Hispanic population who were poor declined significantly 

between 199~ and 1997, while their real' median household income increased significantly, 

according to reports released today by the Commerce Department's Census Bureau. 


(The repo~, MolUo/ Income in the. United States: 1997 and Poverty in the United States: 

1997, are available on our web site -. at <http://www.census.govlhheslwww/income97.html> 

for income, ahd <http://www.census.govlhheslwww/povty97.html> for poverty.) , 


\"I . 
. "The decline in poverty rates ofHispanics accounted for a significant share of the decrease in 

. the overall po~erty rate between 1996 and 1997," said Daniel Weinberg, chief of the Census 
Bureau's Housing and Household Economic Statistics Division. 

Overall, le number of poor and the pov~rty rate for people ofHispanic origin, who may be 
ofany race, dtopped to 8.3 million and 27.1 percent, respectively. in 1997, down from 
8.7 million arid 29.4 percent in 1996. 

. .' I . 

Hispanic families also experienced adecline in their poverty rate in 1997, from 26.4 percent 
• I . 

10 1996 to 24'1 .percent.. '. . ..' 

The poveo/ threshold for a family of four was $16.400 in annual income in 1997 and 

$12.802 for a family of three. 


(more) 

Census BureJu releases and most reports also are available on their release date through the Bureau's' 
'. ., Internet homepage, The address is http://www,census,gov, 

http://www,census,gov
http://www.census.govlhheslwww/povty97.html
http://www.census.govlhheslwww/income97.html
mailto:pio@census.gov
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Hispanic households had a 45 percent increase in their real, or inflation-;adjusted; median 
incqme between 1996 and 1997, from $25,477 to $26,628. Meanwhile, the real per capita income 
ofHispanics rose during the same period, from $10,279 to $10,773 - an increase of4.8 percent.f 

IOther highlights: 

P,overty 

• In 1997, the number and poverty rate of the Hispanic population' was 8.3 million and I 
27.1 percent. For Whites, it was 24.4 million and 11.0 percent; for African Americans, it 
was 9.,1 million and 26.5 percent;. and for Asians and Pacific Islanders, it was 1.5 million I 
and 14. opercent. The poverty rate for Hispanics did not differ statistically from ~e rate I 

, for. African Americans. 	 " ., ,11 

• 	 For Hispanic families, the number and percentage who were poor in 1997 was 1.7 millioql 
and 24.7 percent; for White families, 5.0 million and 8.4 percent; for African American ' 
families; 2.0 million and 23.6 percent; and for Asian and Pacific Islander families, , I 
244,000 and 1 ~.2 percent: The pov~ rate for Hispanics did not differ statistically from I 
the rate for African Amencans. , , : i 

I 
Income 

• 	 In 1997, the median income of households maintained by a person of Hispanic origin, 
who may be of any race, was $26,628; White households, $38,972; Afric,an Americans, 
$25,050; and Asians and Pacific Islanders, $45,249. 

• 	 Between 19.96 and 1997, real per capita income of Hispanics and Whites increased to 
$10,773 and $20,425, respectively. AfriC"-Il Aunericans had a per capita income of 
$12,351 in 1997, while that ofAsians and Pacific Islanders was $18,226. The latter two 
were statistically unchanged from the previous year . 

.:i:\, ' , _ I 
The data are from the March 1998 Current Population Survey. As in all surveys, the data are I 

subject to sampling variability and other sources oferror. !; 

I,I 
. 	 The Hispanic origin population consists ofmany distinct groups which differ in II' 

socioeconomic characteristics, culture and recency of immigration. Since there are differences 
among the individual groups, data users should exercise caution when interpreti,ng aggregate data 
£': thi I' . ,Ilor s popu ation group. ' . " . : 

<I -x- < ' j 

Tbe Census Bureau - pre-eminent collector and provider of timely, relevant ~nd quality data about the 
people and economy of the Uni~ed States. In more than 100 surveys annually and 20 censuses a decade, 
evolving from tbe first census in 1790, tbe Census Bureau provides official information about America's 
people, businesses, industries and institutions. 

I 
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··CENSUS BUREAU MEDIA ADVISORY·· 


Census Sureau News Conference 

Marks 50 ;Years of Income Data 


Washington, D.C. - The Commerce Department's Census.Bureau will hold a news 
conference and ~anel discussion on economic change in the United States over the past 50 years. 

I 
The event will take place on Tuesday, Sept. 29, 1998, at the National Press Club. A new multi-
color chart bookJ "Measuring 50 Years of Economic Change Using the March Current 
Population SurvJy," also will be released at that time. 

Scheduled to participate are JarnesJlolmes, acting director,U.S. Census Bureau; and Daniel 
Weinberg, chief of the. bureau's Housing and Household Economic Statistics Division. There 
also wit'l be a padel of four distinguished economic experts: Katharine Abraham, commissioner, 
Bureau of Labor Statistics; Alan Blinder, professor ofeconomics at Princeton University; Marvin 
Kosters, resident scholar at the American Enterprise Institute; and Charles Schultze, senior 
fellow emeritus at the Brookings Institution. 

I 

. The news <:oJrerence and panel dis~ussion will be held at: 

9:30 a.m. EDT NationalPressCiub 

Holeman Lounge 

14th and F Streets, N.W. 

Washington,D.C. 20045 . 


-x­

. , , 

. I . ~ . 

Census Bureau releases and most reports also are available on their release date through the Bureau's 
Internet homepage, The address is http://www.census.gov. 

http:http://www.census.gov
mailto:pio@cenJuS.gov
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Improvements in Poverty and Income in 1995 Are Substantial 

But Tempered by Disturbing Long-term Trends Affecting Hispanics, 


Wages, Income Inequality, an~ Health Care 


The Census Bureau issued data tpday showing that poverty declined and 
median incom~ rose in 1995 as the economic recovery continued. The data also show 
that the poverty rate for Mrican-Americans and the elderly reached the lowest levels 
on rJcord last year, although at 29.~percent the African-American poverty rate 
remJins high. The (:ensus data reflect a year in which economic growth was not only 
stronl g but broad-based, reaching the 'bottom end of the population and the middle 

lclass. ',' .' 

This good news is tempered, however, by four elements of disturbing news in 
the <I:ensus data, according to an analysis of the new data by the Center on Budget and 
Polity Priorities. The disturbing elements reflect a continuation of long-term ' 

, ecoriomic trends. " 

• The Hispanic poverty rate failed to show any statistically significant 
. improvement in 1995, remained near its all-time high, and surpassed the 
African-American poverty rate for the first time. In addition, the 
median income of Hispanic households fell 5.1 percent in 1995 and has 
declined 14.6 percent since 1989. The Center said the Hispanic 
poverty rate is virtually' certain to climb and reach record' highs in 
coming years as the provisions of the new welfare"bill, which contains 
severe cuts in basic assistance for legal immigrants, take effect. 

• While income grew for lower- and'middle-income households and 
, income inequality lesset:ted slightly in 1995, only the wealthiest fifth of 

the U.S. population haS seen its average income 'return to pre-recession 
levels. The average income of each of the bottom four-fifths of the 
population remains below 1989 levels. By contrast, the average 
income oftbe wealthiest five percent of the population was $19,000 
higher in 1995 than in 1989, although aportion ofthis $19,000 is due 

, to changes in Census methodology and not to true, income gains. 

-more-

I 

http:http://www.cbpp.org
mailto:center@center.cbpp.org
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., One'teas9n the poverty nlt~ fell was that a larger proportion' of the population was 
, working in 1995, certairu,y good news. But whileemployrrient rose, median wage~, 
, for full-time, year-round workers did 110t The median wage earned by women ) 

" . '., working full time throughout the year fell $337 to $22,497. The median wage of I 
men working full time throughollt the year ~howed n~ statistically sig~ficaht

1 " 	 , ' " 
,change. 

I 

• Despite ,the increase in em:ployment, there was no~mprovement' in health care, " 'j 
, coverage. The number of Americans lacking health insurance thrOughout the year: 

" chang~~ from 39.7 million in 199~ to 40.6 millio~ in 1995, although:thischangel ' 

: was not~tatistiCallY si~nificant~ ':"'", ""'i",, ,""," ", " ' , ,.", I' 

, , 

,,:, " " , ",' , ':::: "', ," ,',' '\,'::"" ,,'," ,,(l., ,<" 
The number of people without healtq insurarice has risen ste~dily since 1987,the : 
first year, for which ~omparable data are ~vailable. The number of unin~ured 'rose,I , 

,,,:; by,nin~,1~mon from, 19,87~H 199~ \\fhi,',.Ie:tlie PfOpO~O~ ~f the pop~Hltion,\y~~out I" 

coverage tncreased from 12.9percent'l0 15.4 percent.", ' ';; ': , ,': ,i 	 ..', , '. I, I:~' _:. ">', '..' . . . ',' .' '{, ,~ ',.' '.j 	 . 
:',,' , ','" 	 ':", ,,'" 'I'" 

. ,.,'>l 	 "\",: ,." 

, 'Black and Hispanic'Poverty Ra~es,', :,., , "" ' ;, ,'1 "," "" " 	

j, " 	 ,,' :'.. , , .. j '::.: , .. ' 

, 	 ,.,' , :'<. ,.,' ,.. j 

, At 29.3 percent"the black poverty rate was lowerin 1995 thap in any year since the I 
Census Bureau began ~ol1ecting ~uch data in 1966: The Hispanic poverty rate, on the other hand,. 
failed to show any statistically significant' improvement: last year and surpassed the black poverty il 
rate for the first time., ' ' ",,' , " , Ii" 

" 	 "", " , . 1
" In 1994, the black and'ij:ispanic poverty rates were statistically the same - 30.6 percent! ' 

for blacks arid 30.7 percent for 'Hispanics. The Hispanic po~eity rate edged down to 30.3 percerlt 
in 1995, but this did nqt represent a statistic3J.ly signi,ficant ,?~ange fro~ the 1994 level. if 

, , .' " 	 I 
The Hispanic poverty rate for 1995 is high compared wIth ~e rates in earlier years. The II 

rate never surpassed 30 percent until 1993. hitting all-time highs in ~993 and 1994. The Hispanic 
poverty'ra:te,'~as been pus~ed'u~ 'in :eF:nt year~by th~. ~rosion of wages of lo~-pai? wO.rk'- a , I' 

'very ,large sQ.~,of poor Hisparucs live 1D .working familIes -, and probably by nnnugratlon as I 
,weil: ' ',.,:' '" ,,', f;,' ',:,:' ",::" ' " , ,': " '" " ' II', 

, .1. 
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.', :",.t one factor contribUting io t1\E~:disappointing trend in wages may have been that employment:rn,ay have ' 
': :,:e'Panded moSt rapidlY ,among lowei.:skiiled workers who receive below-average wages. That wbUId ~e, 

the medianw~ges appear sinaller~ ", ," "i' 
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''The failure of the Hispanic poverty ra~e to show significant improvement· in 1995 despite 
the robust perfdrmance of the economy is disturbing," said Robert Greenstein, the Center's 
director. GreeJstein noted that "the severe cuts in basic assistance for legal immigrants included 
in the recently ~nacted welfare bill are virtually certain to driv~ the Hispanic poverty rate to record 
levels in the yelrs 3head." . ..... . 

PlISSl\ge! of the pending immig.atio~ bill, which includes still deeper cuts and additional 
restrictions on the receipt of such assistance as child care by legal ~grants, w~~ld further 
aggravate this problem, he said. . . . 

Trends in Income Gains by Income Groups, . . . . . . 
. I· :. ... 

. Between 1994 and 1995: the average income of households of all income levels rose, 

although some ~f the changes were .not statistically significant. lit addition. income inequality 

declined, with the share of national income going to middle and low-income households edging 

upward; some 0f these changes are stati'stically significant, while others are not. 


. . . 
• • '! 'IWhen longer-term trends.areexamined. however. the Census data show that only the most 

I 

affluent fifth of: U.S. households - and possibly only the top five percent - have average income 
above their lev~l in 1989, the last year before the recession of the early 1990s. The average 
incomes of all 6~er income groups remains below their 1989 levels. 

Since Je early 1970s, there has ~n a marked long-term trend in the U.S. eConomy 
toward widenirlg income disparities between the wealthy and other Americans. While changes 
between 1994 ~d 1995 moved in the opposite direction and lessened inequality, the change is 
small and is he~vily ~utweighed by the long-term trend. The following table shows the ave~age 
income of different income groups for several yearS: for 1995; for 1994; for 1989, the peak year . 
of the eConomip recovery of the 1980s; and for. 1979• the peak year of the recovery of the late 
1970s, 

Changes in the early 1990s in Census methodology account for a fraction of the income 
increase shmvrl in the table for the top fifth'and top five percent of households between 1995 and 

I . 

earlier years. cpn the other hand, the~e Census data do not include capital gains incoII,le, which 
accrues primarily to the very affluent Thetop income groups would be shown to have received 
much larger av~rage income gains in 1995 if capital gains income were included. 

1 . 

.-' more­
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, 1994 7,982 . .19,769 ' ·33,303 ,8'23·' 108,947 . 188,231 i 

~~, ":.: , " 

·1989 . 8,629." " 21;386 ' 35,550 . .53,774 .- 105,118 ';169,834 

1979 . 20,638 33,971 49,824 88,536 132,211 ' 
" ., 

%change 94-95 +4.6% '+3~'2% +2.4% +1.2% +oA% +0.3% 

,.% change 89~95 . '-3.2% .. -4.~%, . '~.1% .5%, +4.1%' '+11.2% 
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.The Center on Budg~~·aD.dP~licy Prioriti~s'i~,a no~partisan research organizatio~ and policy' i 
insti~te that conducts' research ,and 3.nalysis',O~ a~ge of government pc;>licies,aqd pn;>gr.arns, and . 
speci!1IiZes in. issues 'rdated to fiscal policy . It, is 'supportectpnmanly by'foundation grants. ' 
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:1, CENTER ON BUDGET 
~ AND ·POLICY PRIORITIES 

LARGEST 3~YEAR RISEJN NUMBER OF POOR 
'U'-"~~.LJ'-" TOTAL TO 30-YEAR HIGH, ANALYSIS FINDS 

Bob Greenstein 
Art Jaeger 

(202) 408-1080 

, The num, of Americans living in poverty reached its highest level in 30 years in 
1992. as 1.2 million-more people became poor. an analysis of just-issued Census data by the 
Center on Budgdt and Policy Priorities said today. The 36.9 million people living in poverty 
last year was higher than in any year since 1962.1 . " 

Between \1989 and 1992, the n,umber of poor people rose by 5.4 million, the largest 
"three-year increase on record, the Center noted. The poverty rate, at 14.5 percent, was higher 

than in any year Isince 1966 except for the high unemployment years of the 1982 and 1983, 
but the increase in the poverty rate between J 991 and 1992 was not large enough to be 
statisticall y significant." , 

The cenJr's analysis alse ~aid that th~ ,number of Americans without health insurance 
rose for the fifthlc.onsecutive year, jumping by two million, the largest one-year increase since 
the Census Bureau began collecting these ,data in 1987. -. 

I . 
, Median h~)Usehold income - the mcome of the typical middle-class' household -, 

edged down last 'year. While the decline of $248 between 1991 and 1992 was toosmall to be 
statistically significant, the three-year decline from 1989 to 1992 was significant, totaling 
$1,920. The 5.91percent decline between 1989 and 1992 in the income of the typical middle-
class household was the, largest percentage decline in any three-:-year period since 1966 to 
i 969, the Center !reported.. ,-, , ' " . . . 

.. ' In additi~p, _~tte Cen~er_pQinte.d':out .tbat, the~ver3:~e_ incomes Of. the wealthiest 
Amencans rose'ln 1992 while those of poor and middle-mcome Amencansstagnated or 

,declined. The average income, of the wealthiest five percent of households climbed more than 
$3,500 per househqld: ,By contrast, the average income of each of the bottom and middle , 
income "fifths", f~ll by $100 to $500, although these declines were not statistically significant 
in most cases. , '" r 

1 In 1962,th~ ~umber of people below ~e pove~ty l~e was 38.7 million. (In 1964, the number 
was 36.1 millibn,a ifigure lower than, but not significantly different from; the 36.9 million figure'for 
'1992. As a result, the Census press release states that the number of poor people last year was higher 
than in any year sihce 1964. But the,Census poverty book issued today, Poverty in the United States: 
1962, says the humber is higher than in ~y year since 1962; see pages viii and 2.) , . 
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Rise in Unemployment, Reductions in' Benefits Contribute to Poverty Increase I 
I 

"The increase in the number of poor people last year may seem surprising since 1992 i 
j,was the fIrst year of economic recovery," Center director Robert Greenstein noted. "But the 

recovery was so weak that the unemployment rate continued to climb - from 6.7 percent in ! 

1991 to 7.4 percent in 1992." In addition, he said, the number of people out of work for long 
periods of time soared: . I 

I . I 
In 1991; there were 1.1 million long-term unemployed people in an average month, he ! 

noted~ In 1992, this number climbed to 1.9 million. ' The long-term unemployed are those out; 
of work at least six months and still100king for a job. They are the group among the I 

unemployed that has the highest poverty rate. 

, Also of signifIcance, many states made sharp cuts in safety net programs in 1991, 
Greenstein said. These cuts took effect on a year-round basis in 1992. 

States reduced benefIts in the Aid to Families with Dependent Children program, the 
basic assistance program for low-income families ~ith children, more in 1991 than in any 
year in at least a decade, he noted, with 40 states freezing or cutting AFDC benefIts. In 
addition, 24 states froze or cut state supplemental benefits in the Supplemental Security 
Income program, the basic aid program for the elderly and disabled poor. A number of states 
also made deep cuts in their general assistance programs, which cover other groups of low- . 
income people, with states such as Michigan terminating this aid for large categories of the. 
poor. . 

These state-level cuts deepened ini 992, wheT! 44 states froze or cut AFDC benefIts 
for the coming fIscal year, 26 states froze or cut state SSI benefIts, and a number of i ' 
additional states cut or terminated general assistance benefIts. Most of those cuts took effect 1. 
in the latter months of 1992. 

The'Census data issued today 'provide evidence that reductions in benefIt programs for 
the poor since the late 1970s have coritributed to a long':term increase in poverty, Greenstein 
commented. For example, the data show that in 1992, fewer than one in every seven children 
who were poor before receipt of government benefIts was lifted from poverty·by these 
benefIts. In 1979; nearly one in fIve children who were poor before receipt of benefIts was 
lifted from poverty by them.2· . 

This decline in .the proportion of children raised from poverty by government benefits is likely 
to reflect the combined effect of benefit reductions and wage erosion. Declining wages left many 
working families with children further"below the poverty line, thus reducing the chances that the 
combination of wages and government benefits would lift them to the poverty line. Reductions in 
benefits, themselves, also mage it less likely that families would be raised from poverty. 

-, more­
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At the s'Fetime, the increase in poverty in 1992 was moderated somewhat by the' 
enactment of the federal emergency unemployment compensation, program for the long-term 
unemployed, ac~ordii1g to Greenstein, In some months of 1991, he said, the number of 
jobless who exh~usted their regular unemployment benefits without being able to receive 
fu.¢1er assistance reached record levels. At the end of 1991,' the federal government plugged 
this hole by estalblishing the emergency unemployment program, which was in effect . 
througho~t 19921. Had it not been fot .this, program, Greenstein observed, the increase in 
poverty last yew would have been larger.' , 

Ironicall), .this program expire~ ye~terday, d~spite the fact that the number of' long- ' . 
term unemployed - now 1.7 million:- is 50 percent larger'than when the program was ' 
established in late 1991. Congress is considering legislation to extend the program through 
the rest of this ybar, .but the program is virtually certain to end' at that time, Greenstein 
observed. ' 

I 
i 

" . 
In short, Oreenstein said, states weakened the safety net in 1992 through cuts in basic 

assistance programs for the poor, while federal action strengthened the'safetynetthrough the 
emergency une~ployment compensation program. He noted that the state actions are likely 

. to be permanent,! while the federal action is temporary. 

Greensteih forecasts' that the w~ak na~ure of the recovery and the cb~tinued erosion in 
safety net prograbs at the state level - along with two long-term trends, a decline in wages 
and an increase in single-parent families -' are likely to result in disappointingly 'modest 
reductions in poierty rates in 1993 and 1994. , . . . , 

Also of cbnc'em, he said, is that those ,who are 'poor are becoming poorer. More than 
two-:-flfths of thoSe living in poverty last year -' 40.7 percent - had incomes so low they fell 
below half of thd poverty line', .This is the'largest proportion of the poor to fall into the group 
that might be te+edthe "poorest of the poor" since at least 1975. " : ' . ",' " 

. S~milarlY,lclose'to,~alf of ~l poo~ children -'. 46.9 perce~t fell below half the 
poverty Ime last year. ThiS, too, IS the highest such percentage smce at least 1975. Half of 
the poverty line was $5,593 for a family of three last year. ­

Los& of Health insUrance 

The Cent~r's analysis ~oted that the number of Americans who reported going all-year 
without either public or private health insurance rose .by two million in 1992, reaching 37.4 
million. (See separate analysis.) - .,' ", . " ..., 

More thJ one in every seven Americans - f4.7 percent of the popUlation ­
reported going WIthout insurance: The number without insurance for at least part of ' the year 
is much higher. )\ Ce~sus report issued last year found while 32.6 million people lacked 
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health insurance coverage for, all of 1988, 'some 61 million people - one quarter of the lJ .S. 
population - lacked c.overage for at least one month during a 28-month period starting in 
1987. 

Among the poor, 28.5 percent -' or 10.5 million people - had no health insurance in I 
l'1992. Lack o( insuran~e was not, however, limited to the poor. More than 70 percent of I! 

those without insurance were above the poverty line. . jl 

"The number of Americans without insurance has increased every year since the . I 
Census Bureau began collecting these data in 1987," Greenstein said. "It has risen in 
recession years; it has risen in recov~ry years. The figures released today suggest it will go 
on rising - affecting growing num bers of both middle-class and poor people - unless 
national health care reform is implemented that reverses this trend." 

Household Income Stagnates for Some Groups, Declines for Others 

While the ,decline in' median 'income between 1991 and 1992 was too small to be 
statistically significant for', U.S. households as a whole, a number of groups did encounter 
significant income losses. The income of the typical middle-class household living in a city 
of over one million people fell $800 (or three percent), while the typical household living in 
the suburbs of a large city saw its income fall $700. ' 

The income of the typical renter household fell $600. Both families with one earner 
and those with no earner also lost ground, as did very young households - those headed by 
someone aged 15 to 24 - and very old households, those headed by someone 75 or over. 
All these declines were. statistically significant. 

So was the decline in median ho:usehold income in the Northeast. The typical middle­
class household in the Northeast lost $1,280 between lQ91 and 1992. Declines in median ' 
income in the other regions were not large enough to be statistically significant. 

'\ . 
" . 

. . Blacks, also suffered income losses. The income of the typical black household 
declined 3.7 percent, a decline too small to be significant. But the income of the typical 
blackfamily fell 4.7 percent - or $1,000 - a decline that was significant. 

The income of ' one major group -' two-earner families - increased. Median income 
for two-earner families rose 1.9 percent, or about $800. 

Income Gaps between the Rich, the 'Poor, 'and the Middle Class 

With the in~omes of poor and middle-class households typic~lly stagnating or slipping, 
the gap between the wealthy and other Americans widened a bit in, 1992. While the change 
in the income gap from 1991 to 1992 ~as not large enough to be statistically significant, the 
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Changes in Median Household Income 

Median Median Median Median Dollar Percent 
Household Income Income Income Income Change Change 
Type 1989 1990 1991 1992 1989-1992 1989-1992 

All 

White 
Black 
Hispanic 

Northeast 
Midwest 
South 
West 

Married-Couple
Families . 

l 

$32,706 

34,403 
20,460 
24,803 

36,934 
32,529 
29,271 
35,172 

43,614 

(All figures in 1992 dollars) 

$32,142 $31,033 $30,786 

33,525 32,519 32368 
20,048 19,373 18,660 
23,970 ' 23,374 22,848 

35,076 34,471 33,194 
32,093 30,828 32,911 
28,921 27,996 27,741 
~,094 33,226 33,621 

42,825 42,229 42,064 
Female-Headed 

Families 18,603 18,176 17,197 ,17,221 

Note: All changes are statistically significant 

Center on Budget and Policy Priorities 
I 	 ' Source: U.s. Census Bureau ' 

figures on the dislbUtion of income in 1992 are striking. Since: the 'late 1980s; the gap 
between the rich bd the poor -' and between the rich and the middle class -' have been 
wider than at anyl time ·since-1947. wh,," these data were first collected. '.. . . 

• 	 Nearly half of national family income in 1992 - 44.6 percent - went to the 
to~ fIfth of families. This fIgure, which was also attained in 1989, is the 
highest proportion on record since these data began being collected. 

• 	 Byl contrast, the share going to the 'poorest fifth offamilie~ i~ 1992 '- 4.4 
percent - waS the lowest fIgure that has been recorded. ThIS fIgure was not 
sighificantly lower, however, than the figures for the past few years. 

• 	 Th~ share going tp the middle three-fifths o~ families - 51 percent was 
lower than that recorded for any year except 1989. Here also, the difference 
over the past few years' are nQt statistically significant. 

more­
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1989, 1990, 1991, and 1992 ' I 
1989 1990 1991 1992 

Unemployment Rate 5.3% 5.5% 6.7% 7.4% 

Poverty Rate 
All Persons 12.8% 13.5% 14.2% 14.5% 
White 10.0 10.7 11.3 11.6 
Black 30.7 31.9 32.7 33.3 
Hispanic 26.2 28.1 28.7 29.3 

Child Poverty Rate 
All Children 19.6% 20.6% 21.8% 21.9% 
White 14.8 15.9 16.8 16.9 
Black 43.7 44.8 45.9 46.6 
Hispanic 36.2 38.4 40.4 39.9 

Elderly Poverty Rate 11.4% 12.2% 12.4% 12.9% 

Regional Poverty Rate ' ' 
Northeast 10.0% 11.4% 12.2% 12.3% 
Midwest 11.9 12.4 13.2 13.1 
South 15.4 15.8 16.0 16.9 
West 12.5 13.0 14.3 14.4 

Area Poverty Rate 
Metropolitan Areas 12.0% 12.7% 13.7% 13.9% 

Cities 18.1' 19.0 ,20.2 20.5 
'Suburbs' . 8.0 8.7 9.6 9.7 

Non-metropolitan Areas 15.7 16.3 16.1 16.8 

Persons in Poverty (i.:n thousands) 31,528 33,585 35,708 ,36,880 

Children in Poverty (in thousands) , 12,590 13,431 14,341 14,617 

Center on Budget and Policy Priorities 
Source: U.S. Census Bureau 

, , 

- more­



Poverty Analysi,s . 
October 4, 1993 

Page-7 


Three-Year mcreases in Poverty, Declines in Income 

While the increase in the poverty rate between 1991 arid 1992 was not significant, the 
three-year incrdse between 1989 and 1992 was significant for most groups. The year 1989 

. marked the pe~ of the·economic recovery of the 1980s. 

. During tts three-year period, the n~mber of Americans living in poverty rose 5A 

million, while the poverty rate climbed from 12.8 percent to 14.5 percent. . 


. I . . 

Both the Ipoverty rate and the number of poor increased significantly during this period 
both for the pop~lation as a whole and for whites; blacks, and Hispanics. The number of 
non-Hispanic wqite poor climbed 2.7 million. The number of black poor rose 1.3 million. 
The number of ffiispanic poor increased 1.2 million. 

I • , 

Simi1arly( during this period, median household income fell $1,920, after adjusting for 
.. inflation;,for the Ipopulation' as a whole, while declining $1,785 for non-Hispanic whites, 
$1,800 for blacks, and $1,955 for Hispanics. . . 

Long-Term Increase in Po~erty 

While rising unemployment fueled much of the rise in poverty between 1989 and 
1992, poverty· h~ been trending upward over a longer period., During the recovery of the 
1980s, poverty rates declined much less than would normally be expected, in part because of 
erosion in wagesl for workers at the low end of the wage scale. In 1989, the peak recovery 

Number of Poor in the United States 
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year, the poverty rate was higher than in any year of the 1970s, including the' deepest 
recession years of that decade. 

Factors contributing to the longer-tenn increase in poverty include erosion in wages ­
especially for low-skilled jobs - and -increases in the proportion of families headed by a· 
single parent, as well as the weakening ·of the safety net for the non-elderly poor. In 1992, 
average hourly wages for non-supervisory jobs slipped again; reaching their lowest level. since 
1967, after adjusting for inflation. 

T-~egrowth in the proportion of families headed by a single parent also has been 
importarit; such families have much higher poverty rates than two-parent families. While this 
trend has contributed significantly to the increase in poverty over the long tenn, it did not. 
contribute to the increase in the number of poor people between 1991· and 1992. The 
proportion of poor families headed by a female actually declined a bit last year and was at 

. aboucthe same level as in 1989. 

The Center on Budget and Pol).cy Priorities conducts research and analysis on a range 
of government policies and programs,. with an emphasis on those affecting 10w- and 
moderate-income families and individuals. It is supported primarily by foundation grants. 
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I 
N on-Cash Benefits ,and Alternative Measures of Poverty 

The cLsus report is~ued today includes 17 experimental ways of measuring poverty, 
including mea~ures that count non<ash benefits as income. Under the 17 measures, the poverty rate 
for 1992 ranged from lOA percent to 23.2 percent. The 17 measures show a common characteristic ­
under all of thJ measures, poverty increased between 1991 and 1992, although the increases generally 
were not large ~nough to be statistically significant. These experimental. measures, however, should 
be used with d.ution. 

I 

Povert~ experts are divided about whether medical benefits - the principal non-cash benefit 
should be cqunted as income to a poor household. Experts attending a 1985'Census Bureau 

conference could not agree on this matter. But as the Census Bureau has reported, the experts did 
reach consensu~ that if the value of medical benefits were to be counted as income, the poverty line 
would have to be raised. The experimental measures of poverty published today that produce the 

, lowest 'poverty .rates count medical benefits as income without raising the poverty line. In fact, the 
measure yieldihg the lowest rate both count Medicaid benefits as income and lowers the poverty 
line. 1 

I 

Furthermore, the Census Bureau has noted there are "many issues surrounding the accuracy 
of the poverty definition." These include whether non-cash benefits should be counted as income, 
whether the po~erty line should be changed~ whether to continue using a lower poverty line for the 
elderly than foriI the non-elderly, the omission of many of the homeless from the official poverty data, 
and whether to include the value of assets. Some of these issues, such as the counting of non<ash 
benefits, are addressed in the Census Bureau's experimental poverty measures. A number of the 
other issues thei Census ,Bureau has identified,are not addressed by these measures. 

If all issues concerning the measurement of poverty were resolved, it is not clear whether the 
number of peoRle counted as poor would increase or decrease. Some adjustments, such as counting 
non-cash benefi~ as income, would lower the poverty count. Other adjustments would raise it. For 
example, if the lower -poverty line for the elderly were discarded, as many analysts believe it should 
be, the number iof elderly people considered poor would rise nearly 25 percent. '(The poverty line 
was originally based on food costs; since elderly people typically eat less, their poverty line was set 
at a lower level~ But this as~umes that the elderly have lower living costs for other necessities also, 
which may not be the case. Their average out..of-pocket health care costs, for example, exceed those 
of non-elderly Households. This problem has led a number of analysts to call for ,dropping the lower 
poverty line forl the elderly.) , ' , ' , ,', " " 

In addition, some analysts believe the poverty threshold should be raised. The poverty line 
was first set in 1966 and is indexed for inflation each year. Since then, however, rent burdens have 
risen faster for poor families than for others, which has led some analysts to conclude that the 
purchasing po~er represented by the poverty line has fallen and should be increased to reflect the 
higher rents tha,t poor households now pay. Other analysts note that expenditures for items such as 
child care are much higher now than wl}en the poverty line was set, and that the poverty line needs 
to be raised to tflke this into account. Raisingthe poverty line would, of'course, increase the poverty 
rate. 

#### 



