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PSO Materials Additional Poverty Resources

How the U.S. Census Bureau
Measures Poverty

Pretax
cash Poverty — Official
income threshold — Poverty

If your pretax cash income is LESS THAN the
poverty threshold amount set for your family's size
and age composition, THEN you are counted in
official poverty statistics as being in poverty.

Pretax cash income includes earnings, unemployment compensa-
tion, workers’ compensation, Social Security, public assistance, and
veterans’ payments; it DOES NOT include noncash benefits like food
stamps or housing.

Poverty thresholds are recalculated each year to allow for changes in
the cost of living as reflected in the Consumer Price Index. The pov-
erty thresholds are NOT adjusted for regional, state or local variation
in the cost of living.

The poverty thresholds are intended for use as a “statistical yardstick,”
not as a complete description of what people and families need to
live. If an individual or family’s income is lower than the poverty thresh-
olds, they are considered as living in poverty in government analyses
of poverty.

VISTA Integrated Training Program
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PSO Materials Poverty Concepts

How the Government Uses
the Poverty Threshold

Orshansky’s formula = official poverty threshold

Poverty threshold = the maximum amount of pretax
cash income you can make in order to be considered
in poverty, according to the US government.

The poverty thresholds are used by the government in
two ways:

Statistics Eligibility
Gov’t agency: Gov’t agency:
US Census Bureau Dept. of Health and

Human Services (HHS)

¢ Tells the government ¢ Tells the government who

how many people are in
poverty.

e The data informs
policymakers and the
public.

is eligible for state and
federal services.

e States can increase
allowed income amounts
by anywhere from 105 -
400% of HHS’ maximum
to allow more people to
be eligible for services.

VISTA Integrated Training Program



PSO Materials Additional Poverty Resources

2009 Poverty Guidelines
(Dept. of Health and Human Services)

oo o | apoortonsss | Aeska | Hawai
1 $10,830 $13,530 $12,460
2 14,570 18,210 16,760
3 18,310 22,890 21,060
4 22,050 27,570 25,360
5 25,790 32,250 29,660
6 29,530 36,930 33,960
7 33,270 41,610 38,260
8 37,010 46,290 42,560

For each additional 3,740 4,680 4.300

person add

Source: Federal Register: January 23, 2009
Available: http://aspe.hhs.gov/poverty/09poverty.shtml

VISTA Integrated Training Program



PSO Materials Poverty Concepts

Problems With Official
Measure of Poverty

B How it defines INCOME —ignores all noncash government transfers (like
Earned Income Tax Credit, food stamps, Medicaid, and housing and child care
assistance).

B ... and therefore OVERSTATES poverty—ignores these sources of income.

B How it defines EXPENSES —excludes payroll and income taxes, work-related
expenses (child care and transportation), cost of out-of-pocket medical
expenses. No adjustment for the substantial variation in the cost of living from
state to state and between urban and rural areas.

B ... and therefore UNDERSTATES poverty—ignores significant costs associ-
ated with getting to work, medical and child care, and geographic cost of liv-
ing when calculating income produced by a job.

VISTA Integrated Training Program



PSO Materials Additional Poverty Resources

Understanding Poverty Thresholds
and Guidelines

POVERTY GUIDELINES —
U.S. Department of Health and Human Services

- Used for administrative purposes

- Used to determine eligibility for many government programs
- Often called “poverty line” for short

- Make distinctions of family size but NOT of members’ age

- Provide separate guidelines for Alaska and Hawaii

POVERTY
THRESHOLDS
U.S. Census Bureau

- Used for statistical purposes.
- Produced by the Census Bureau
to determine the number of people in
poverty.
- Make distinctions of family size AND members
age.
- Make no distinction of geography (figures are
the same for all 50 states).

The Department of Health and Human Services' poverty guidelines are based on
the U.S. Census Bureau’s latest published poverty thresholds.

Both the poverty thresholds and poverty guidelines are revised annually to allow for
changes in the cost of living as reflected in the Consumer Price Index (CPI-U).

VISTA Integrated Training Program



PSO Materials Poverty Concepts

US Population Density (July 2009 estimate)

Population size

100,000 or more
70,000 to 99,999
50,000 to 69,999
30,000 to 49,999
10,000 to 29,999
Less than 10,000

St v‘ g
Source: U.S. Census Bureau, Population v.‘“' ol “‘é:‘é: "/ =
Division, Vintage 2009 Population Estimates RS

Percentage of Total Population
in Poverty (2008)

Poverty by
County

29910544
22.8t029.8
18.2t022.7
13.2t0 18.1
10.1t0 13.1
3.1t0 10.0

State
Source: U.S. Census Bureau, Small

Area Income and Poverty Estimates
(SAIPE) Program, Nov. 2009

VISTA Integrated Training Program



PSO Materials Poverty Concepts

Poverty Statistics Overview

Age
Children comprise the greatest numbers and percentages of people in
poverty.

Race & Hispanic origin
The highest numbers of people in poverty are white; however, people of
color have the highest percentages of their population in poverty.

Household type

Out of the large number of married households, a small percentage of
them live in poverty. Out of the small number of female-headed house-
holds, a large percentage of them live in poverty.

Employment status
The total number of people in poverty who worked full time or part time is
higher than those who did not work at all.

Educational attainment
The more advanced one’s education is, the less likely it is that he/she will
experience high rates of poverty.

VISTA Integrated Training Program
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PSO Materials Additional Poverty Resources

Measuring Poverty—Conclusion

B The National Research Council’s panel on poverty statistics concluded that the
Census Bureau’s measure “no longer provides an accurate picture of the differ-
ences in the extent of economic poverty among population groups or geograph-
ic areas of the country, nor an accurate picture of trends over time.”

B The NRC panel suggested abandoning the absolute poverty thresholds cur-
rently used to measure poverty and replacing them with one that reflects taxes,
benefits, child care, medical costs, and regional differences in prices.

B The proposed alternative poverty measure would be a relative poverty standard,
one defined in terms of typical consumption patterns.

B To date, none of the panel’s recommendations have been officially adopted.
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