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 Disclaimers 

The opinions and research expressed in this presentation are solely the responsibility 
of the presenters and not necessarily those of the Institute for Research on Poverty, 
its funders, or of the University of Wisconsin.   
 
Additionally, the views expressed in this research, including those related to 
statistical, methodological, technical, or operational issues, are solely those of the 
authors and do not necessarily reflect the official positions or policies of the Census 
Bureau, or the views of other staff members. The author accepts responsibility for all 
errors. This presentation is released to inform interested parties of ongoing research 
and to encourage discussion of work in progress. The presentation reports the results 
of research and analysis undertaken by Census Bureau staff. It has undergone more 
limited review than official publications. 
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Objectives of the Webinar  

• Introduction to the issues involved in poverty 
measurement (Tim Smeeding)  

• The measures used by the federal 
government, officially, and for research 
(Kathleen Short)  

• A state  and a policy perspective, via the 
Wisconsin  Poverty Report  (Tim Smeeding) 

• Question and Answer 
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 To Begin. . . 

• Poverty is a social indicator, a status at a point in 
time, where we define who is poor?  

• Why people are poor is more difficult and 
challenging, as are the mechanisms that “cause” 
poverty  

• Poverty measurement is an inexact science— but it 
always involves comparison of economic needs to 
resources 

• A few concepts of poverty measurement  provide a 
good overview  
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Some Poverty Measure Concepts  

In this webinar we will focus on the shaded boxes.  
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The Poverty Measures We Present Here  

• Quantitative  
• Income-based measures of resources  
• Relative, absolute, and anchored measures of 

need, each appropriate to the income 
resource definition 

• Measures rely primarily on two national 
datasets: the CPS and ACS  

• International comparisons are not included  

6 



Official Poverty Statistics   
Current Population Survey CPS ASEC 
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• The 2012 official poverty rate for 
the nation was 15.0 percent  

• There were 46.5 million people in 
poverty. 
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Supplemental Poverty Measure (SPM) 

Observations from the Interagency Technical 
Working Group (ITWG) - March 2, 2010 
– Will not replace the official poverty measure 
– Will not be used for resource allocation or program eligibility 
– Census Bureau and BLS responsible for improving and 

updating the measure 
– Continued research and improvement 
– Based on National Academy of Sciences expert panel 

recommendations in Measuring Poverty: A New Approach 
(Citro and Michael,1995) 



National Academy of Sciences 
Panel on Poverty and Family Assistance 
May 1995 report, Measuring Poverty: A New 
Approach 
 
The official measure does not account for 

•Provision of in-kind benefits 
•Necessary expenses (taxes, health care, work) 
•Changes in family or household structure 
•Higher standards and levels of living since 1965 
•Geographic price differences among regions 

 
Recommended Changes to Improve the 
Measure of Poverty in the U.S. 
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Official and SPM Thresholds:  2011 and 2012 

Official
Owners
with a

Mortgage

Owners
without a
mortgage

Renters

2011 $22,811 $25,703 $21,175 $25,222
2012 $23,283 $25,784 $21,400 $25,105
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   SNAP    School
lunch    WIC    Housing

subsidy/cap    LIHEAP Ref. tax
credits +/-

   Taxes
before
credits

   FICA    Work
expenses    Childcare    MOOP

  Child
support

paid

B$ 40.3 10.7 3.1 21.4 1.6 60.8 0.0 -996.8 -389.0 -233.9 -42.7 -508.0 -18.1
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Adding Up All Additions and Subtractions Not Included in the Official 

Measure Across All SPM Family Groups: 2012  
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   SNAP    School
lunch    WIC    Housing

subsidy/cap    LIHEAP Ref. tax
credits +/-

   Taxes
before
credits

   FICA    Work
expenses    Childcare    MOOP   Child

support paid

B$ 27.7 4.4 1.7 16.6 0.8 23.2 -4.3 -7.6 -13.7 -1.9 -33.1 -1.3
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Adding up All Additions and Subtractions Not Included in the Official 

Measure Across SPM Units Classified as Official Poor: 2012  
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Official vs. SPM Poverty Rates:  2012 
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Poverty Rates 

• For most groups, SPM rates are higher than official 
poverty rates. 

• The SPM shows lower poverty rates for    
– Children 
– Individuals included in new SPM resource units  
– Blacks  
– Individuals living outside metropolitan areas 
– Individuals living in the Midwest  
– Individuals covered by only public health insurance 
– Individuals with a disability 

• Official and SPM poverty rates for people in female 
householder units, native born citizens, renters, and 
residents of the South were not statistically different 
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Effect of Including Individual Elements on  
Number of SPM Poor:  2012  
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Third poverty measure 

• Relative income poverty measure 
• OECD 
• Unit of analysis = household 
• Equivalence scale = square root of household size 
• Disposable income = Y – t 
• Threshold = 50% of median household disposable 

income 
o $31,060 for 2012 
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Absolute Poverty vs. Income Growth  
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Poverty rates using three measures: Total and by age group: 2012 
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2009 2010 2011 2012
Official 14.5 15.3 15.1 15.1
SPM 15.1 15.9 16.1 16.0
Relative 17.6 18.3 18.2 18.5
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Poverty Rates using the Official Measure, the SPM and Relative Income 
Measure:  2009 to 2012 

Source: Current  Population Survey, 2010 to 2013 Annual Social and Economic Supplements. 
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Annual Expenditures, Means-Tested Programs  
(Billions of 2010 Dollars) 

How Programs to Help Poor in the 
U.S. (and Wisconsin) Have Changed  
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Continued Research on SPM 
The Interagency Technical Working Group laid 
out a research agenda for many of the 
elements of this new measure.  

As with any statistic regularly published by a 
Federal statistical agency, the Working Group 
expects that changes in this measure over time will 
be decided upon in a process led by research 
methodologists and statisticians within the Census 
Bureau in consultation with BLS and with other 
appropriate data agencies and outside experts, and 
will be based on solid analytical evidence. 
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SPM research 

• Improving data collection that include better 
measures of retirement income in CPS ASEC 

• Working papers on geographic adjustments, 
work expenses, MOOP  

• Continue looking at other surveys 
– SIPP  -  SPM and retirement income, wealth, and 

material hardship 
– American Community Survey – SPM for smaller 

geographic areas e.g. Wisconsin 
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Wisconsin Poverty Report 

Timothy M. Smeeding 
Julia B. Isaacs 

Katherine A. Thornton 
 

May 7, 2014 
 
 
 
 

W I S C A P  
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Three  sets of poverty rates to assess 
tax and transfer policy impacts  

• Market Income (MI) based poverty rates–including 
only own earnings and private investment and 
retirement  incomes  

• The Official Measure (OM) poverty rates–based 
only on cash income only 

• The Wisconsin  Poverty Measure (WPM)–includes 
the effects of housing costs, child care costs, 
medical costs as well as taxes, refundable tax 
credits, and noncash benefits like SNAP and public 
housing 
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Wisconsin Poverty Rates under three 
measures, 2008–2012 
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What drove poverty rates  
down in WI ? 

 After earnings increases were recorded, four 
major policy levers affected WI poverty: 

1. Refundable tax credits like the EITC (federal and 
state) and child tax credits 

2. Noncash benefits like SNAP, public housing, LIHEAP 
3.  Work related expenses like child care, affected by 

CARES, and commuting costs  
4. Out of pocket health care costs, affected by 

BadgerCare 
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Effects of Taxes, Public Benefits, and Expenses 
on Overall Poverty in Wisconsin, 2008–2012 
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A Consumer’s Guide. . .to learn more  
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IRP Resources for Questions on 
Poverty Measurement  

 IRP FF 14– a consumer’s guide: 
http://www.irp.wisc.edu/publications/fastfocus/pdfs
/FF14-2012.pdf 

 IRP Poverty Measurement home page: 
http://www.irp.wisc.edu/research/povmeas.htm  

 The 2014 Wisconsin Poverty Report: 
http://www.irp.wisc.edu/research/WisconsinPoverty/
pdfs/WI-PovertyReport2014.pdf 
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Thanks and Q &A 

Please submit questions using the callout icon 
at the bottom of your screens. 
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