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PREFACE AND ACKNOWLEDGMENTS

In 2006, New York City Mayor Michael R. Bloomberg
convened a Commission on Economic Opportunity,
directing it to craft innovative approaches to reducing
poverty in the City. The Commission members took a
broad view of their mandate. What, they asked, are we
trying to reduce? How do we know if we are succeeding?
To answer questions like these, policymakers need broad
social indicators. The Commissioners soon learned what
social scientists have known for decades: the nation’s
fifty-year-old measure of poverty no longer provides
useful information. In the 1960s, the poverty measure
was a focal point for the nation’s growing concern

about poverty. Over the decades, society evolved and
policies have shifted, but the official poverty measure
remains frozen in time. As a result, it has steadily lost
credibility and usefulness. The Commissioners concluded
that, along with new programs, the City needed to
develop a new measure of poverty. Mayor Bloomberg
embraced the Commission’s recommendation and the
development of an improved measure of poverty became
a project of the organization he created to implement
the Commission’s recommendations, the New York City
Center for Economic Opportunity (CEO).

There has been no shortage of proposals for improving
the way America counts its poor. The most influential

of these was developed, at the request of Congress, by
the National Academy of Sciences (NAS). Although the
NAS’s proposal was issued in 1995, neither the Federal
nor any other branch of government had adopted this
approach until 2008 when CEO released its first working
paper on poverty in New York City. This study — our fifth
— continues our practice of issuing annual updates of our
measure.

We have not been alone in this work. In recent years,
CEO has been joined by other state and local poverty
measurement initiatives. To date, NAS-style, state-

level poverty measures have been developed for New
York, Connecticut, Georgia, lllinois, Massachusetts,
Minnesota, and Wisconsin, along with the city (and
metro area) of Philadelphia. All these projects have been
enormously helpful to our work. We have benefited from
the wisdom of George Falco and Jihyun Shin at the New
York State Office of Temporary and Disability Assistance;
Mark Stern of the University of Pennsylvania; Linda
Giannarelli, Laura Wheaton, and Sheila Zedlewski at the
Urban Institute; and Julia Isaacs and Timothy Smeeding
at the University of Wisconsin’s Institute for Research on
Poverty.
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In 2011, the U.S. Bureau of the Census began releasing
annual reports on poverty in the United States using

a new Supplemental Poverty Measure, which is also
based on the NAS recommendations. To enhance the
commensurability of our work with the new Federal
measure, CEO revised some elements of our approach.
Our colleagues at the Census Bureau, David Johnson,
Kathleen Short, and Trudi Renwick, as well as Thesia
Garner at the Bureau of Labor Statistics — friends of the
CEO project since its inception — have been particularly
helpful in this work.

From the earliest stages of our effort, we have benefited
from opportunities to present our work to other scholars
and policy practitioners. The Brookings Institution Center
on Children and Families hosted a number of meetings,
some at CEO’s request, where many of the nation’s
leading poverty experts not only shared their work, but
offered us advice for improving our measure. We need
to recognize the generosity of Ron Haskins, the Center’s
Co-Director, as well as the wisdom of those who have
attended these events. CEO has also presented our work
at a number of conferences, including annual meetings
of the Association for Public Policy and Management, the
National Association for Welfare Research and Statistics,
the American Statistical Association, the International
Association for Research in Income and Wealth, and

the Administration for Children and Families” Welfare
Research and Evaluation Conference. Thanks to a grant
from the RIDGE Center for National Food and Nutrition
Assistance Research at the University of Wisconsin'’s
Institute for Research on Poverty, we were able to present
our work on valuing Food Stamp benefits to experts

in this field. In the course of all this we have amassed

a considerable debt. In addition to those mentioned
above, we wish to acknowledge Jessica Banthin, Richard
Bavier, David Betson, Rebecca Blank, Gary Burtless,
Constance Citro, Sharon O’Donnell, Irv Garfinkel, Mark
Greenberg, Amy O’Hara, Nathan Hutto, John Iceland,
Dottie Rosenbaum, Isabelle Sawhill, Karl Scholz, Arloc
Sherman, Sharon Stern, Jane Waldfogel, and James
Ziliak.

Closer to home, Vicky Virgin, demographic analyst at

the Population Division of New York City Department

of City Planning, has made important contributions
throughout the project. She deserves special thanks,

as does Dr. Joseph Salvo, the Population Division’s
Director. Many other colleagues in City government
have shared their expertise about public policy, the City’s
administration of benefit programs, and agency-level
data. Sondra Sanchez, Director of HEAP and Tracey
Thorne, Director of Program and Policy Analysis, Office
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of Emergency and Intervention Services at the City’s
Human Resources Administration, provided data and
insight on the Home Energy Assistance Program; Robert
Deschak, at the Department of Education’s Office of
School Support Services, shared data on school meals;
and Jackson P. Sekhobo, Director, Evaluation and
Analysis Unit, Division of Nutrition, New York State
Department of Health, provided data on participation in
the WIC program. Thanks are also due to Robert Doar,
Commissioner; Angela Sheehan, Deputy Commissioner
for Evaluation and Research; and Hildy Dworkin,
librarian, at the City’s Human Resources Administration
for their continued support.

Staff at other government agencies that also assisted

us include: Ramchal Kaveeta, Metropolitan Transit
Authority; Todd Goldman, Port Authority of New

York and New Jersey; Jessica Semega, Housing and
Household Economic Statistics Division, U.S. Bureau of
the Census; Mahdi Sundukchi, Demographic Statistical
Methods Division, U.S. Bureau of the Census; and
Lynda Laughlin, Social, Economic and Housing Statistics
Division, U.S. Bureau of the Census.

Over the years we have also amassed a considerable
debt to past and present CEO colleagues, including
David Berman, Allegra Blackburn-Dwyer, Corey
Chambliss, Kate Dempsey, Patrick Hart, Annel
Hernandez, Carson Hicks, Susanne James, Sinead
Keegan, Moses Magali, Carmen Genao-Maria, Emma
Oppenheim, Arturo Reyes, Dorick Scarpelli, Carl Urness,
Joshua Wheatley, and Jerome White. Last summer

we were joined by student interns Nikhil Gahlawat

and Maya Ortiz. We thank them for their very able
assistance. A debt of gratitude is also owed to Kristin
Misner, Chief of Staff to the Deputy Mayor for Health and
Human Services.
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This report was authored by Christine D’Onofrio, Ph.D.,
John Krampner, Daniel Scheer, and Todd Seidel, along
with myself. Since its inception, our work relied on the
leadership of Veronica White, CEO’s founding Executive
Director. Her commitment to this project was simply
indispensible. This year we gratefully acknowledge the
leadership and support of Kristin Morse, CEO’s current
Executive Director. We extend our last thank you to
Linda Gibbs, New York City Deputy Mayor for Health
and Human Services. Her commitment to this project
has been steadfast, enthusiastic, and essential.

Mark Levitan, Ph.D.

Director of Poverty Research

On behalf of the New York City Center for Economic
Opportunity
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EXECUTIVE SUMMARY

This year’s Center for Economic Opportunity (CEO)
report on poverty in New York City reflects a turning
point. Our two prior annual reports documented the
growing importance of the social safety net at a time
when the job market was contracting and earned income
was in decline. For many low-income families, the
distance between their earnings and the poverty line
widened. At the same time the safety net expanded,
filling some, but not all, of the gap. As a consequence,
from 2008 to 2010, the City poverty rate rose.

The 2011 data we present in this report coincide with a
shift in the economic environment. After a two-year fall,
the proportion of working age New Yorkers holding a job
rose. Although annual earnings did not rise for families
vulnerable to poverty, their recession-related decline
was arrested. The stabilization in earnings along with
expanded tax initiatives (especially the payroll tax cut
that took effect in 2011) and a continuing increase in
enrollment in the Food Stamp program pushed our broad
measure of family resources higher. The increase was
large enough to offset the year-to-year rise in the CEO
poverty threshold. As a result, the 2011 CEO poverty
rate, 21.3 percent, is statistically unchanged from the
prior year, when it stood at 20.9 percent.

Over the 2005 to 2011 period covered in this report,
changes in the CEO poverty rate reflect, to a large
degree, trends in employment and earned income in the
City. The poverty rate fell from 2005 to 2008, when the
local economy was expanding. After the Great Recession
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took hold of the City economy in 2008, the poverty rate
rose. As Figure One illustrates, the trend in the CEO
poverty rate is paralleled by the trend in the official
poverty rate.

This on-the-surface similarity masks many important
differences between the CEO and official poverty
measures. The first part of the Executive Summary
reviews them. We then turn to the report’s key findings.

The Official Poverty Measure

The official poverty measure was developed in the

early 1960s. Its threshold was based on the cost of the
U.S. Department of Agriculture’s Economy Food Plan,

a diet designed for “temporary or emergency use when
funds are low.” Because the survey data available at the
time indicated that families typically spent a third of
their income on food, the cost of the plan was simply
multiplied by three to account for other needs. Since the
threshold’s 1963 base year, it has been updated annually
by the change in the Consumer Price Index.'

A half century later, this poverty line has little
justification. The threshold does not represent
contemporary spending patterns; food now accounts

for less than one-seventh of family expenditures, and
housing is the largest item in the typical family’s budget.
The official threshold also ignores differences in the

cost of living across the nation, an issue of obvious
importance to measuring poverty in New York City. A
final shortcoming of the threshold is that it is frozen in
time. Since it only rises with the cost of living, it assumes

FIGURE ONE
Official and CEO Poverty Rates, 2005 - 2011
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Source: American Community Survey Public Use Micro Sample as augmented by CEO.
Note: Official poverty rates are based on the CEO poverty universe and unit of analysis.

1. Fisher, Gordon M. “The Development and History of the Poverty
Thresholds.” Social Security Bulletin, Vol. 55, No. 4. Winter 1992.
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that a standard of living that defined poverty in the early
1960s remains appropriate, despite advances in the
nation’s standard of living since that time.

The official measure’s definition of the resources that

are compared against the threshold is pre-tax cash.

This includes wages, salaries, and earnings from self-
employment; income from interest, dividends, and rents;
and some of what families receive from public programs,
if they take the form of cash. Thus, payments from
Unemployment Insurance, Social Security, Supplemental
Security Income, and public assistance are included in
the official resource measure.

Given the data available and the policies in place at
the time, this was not an unreasonable definition. But
in recent years an increasing share of what government
programs do to support low-income families takes

the form of tax credits (such as the Earned Income Tax
Credit) and in-kind benefits (such as Food Stamps).

Measures of Poverty

Official: The current official poverty measure was de-
veloped in the early 1960s. It consists of a set of thresh-
olds that were based on the cost of a minimum diet at
that time. A family’s pre-tax cash income is compared
against the threshold to determine whether its mem-
bers are poor.

NAS: At the request of Congress, the National Academy
of Sciences issued a set of recommendations for an im-
proved poverty measure in 1995. Although the proposal
did not become the new official poverty measure, staff
at the Census Bureau, Bureau of Labor Statistics, and
other researchers created a body of research that was
based on the NAS proposal.

SPM: In March 2010 the Obama Administration an-
nounced that the Census Bureau, in cooperation with
the Bureau of Labor Statistics, would create a Supple-
mental Poverty Measure based on the NAS recommen-
dations, subsequent research, and a set of guidelines
proposed by an Interagency Working Group. The first
report on poverty using this measure was issued by the
Census Bureau in November 2011.

CEO: The Center for Economic Opportunity released its
first report on poverty in New York City in August 2008.
CEO’s poverty measure is based on the NAS recommen-
dations and the guidelines from the SPM Interagency
Working Group.

NYC Center for Economic Opportunity nyc.gov/ceo

If policymakers or the public want to know how these
programs affect poverty, the official measure cannot
provide an answer.

The National Academy of Sciences’ Alternative

Dissatisfaction with the official measure prompted
Congress to request a study by the National Academy
of Sciences (NAS). The NAS’s recommendations for an
improved measure were issued in 1995.%2 They sparked
further research and garnered widespread support among
poverty experts.> The NAS took a considerably different
approach to both the threshold and resource side of
the poverty measure. Its poverty threshold reflects the
need for clothing, shelter, and utilities as well as food.
It is established by selecting a sub-group of families

as reference families,* calculating their spending on
these items, and then choosing a point in the resulting
expenditure distribution.® A small multiplier is applied
to account for miscellaneous expenses such as personal
care, household supplies, and non-work-related
transportation. The threshold is updated each year by
the change in the level of this spending. This connects
the threshold to the growth in living standards. In further
contrast to the official measure, the NAS proposed

that the poverty line be adjusted to reflect geographic
differences in housing costs.

On the resource side, the NAS measure is designed to
account for the flow of income and in-kind benefits that
a family can use to meet the needs represented in the
threshold. This creates a much more inclusive measure
of income than pre-tax cash. The tax system and the
cash-equivalent value of in-kind benefits for food and
housing create important additions to family resources.
But families also have non-discretionary expenses that
reduce the income available to meet their other needs.
These include the cost of childcare, commuting to work,
and medical care that must be paid for out of pocket.
This non-discretionary spending is accounted for as
deductions from income.

2. Citro, Constance F. and Robert T. Michael (eds). Measuring Poverty:
A New Approach. Washington, DC: National Academy Press. 1995.
3. Much of the research inspired by the NAS report is available at:
www.census.gov/hhes/ povmeas/methodology/nas/index.html

4. The NAS reference families are those composed of two adults and
two children. The threshold for this family is then scaled for families of
different sizes and compositions. See Appendix B.

5. The NAS suggested that this point lie between the 30thand 35th
percentile. Citro and Michael, p. 106.



CEO’s Adoption of the NAS/SPM Method

Like CEO’s measure, the Census Bureau’s new
Supplemental Poverty Measure (SPM) is also shaped by
the NAS recommendations along with a set of guidelines
provided by an Interagency Technical Working Group

in March 2010.° The guidelines incorporated work

by researchers at the Census Bureau, Bureau of Labor
Statistics, and others subsequent to the original NAS
report. Many of these recommendations are reflected in
our measure.

CEO bases our New York City-specific poverty threshold
on the U.S.-wide threshold developed for the SPM.

We adjust the national-level threshold to account for
the relatively high cost of housing in New York City

by applying the ratio of the New York City to the U.S.-
wide Fair Market Rent for a two-bedroom apartment

to the housing portion of the threshold.” In 2011, our
poverty line for the two-adult, two-child family comes
to $30,949. We refer to this New York City-specific
threshold as the CEO poverty threshold. The 2011 official
poverty threshold for the corresponding family was
$22,811.

Poverty Thresholds

Official: The official threshold was developed in the
early 1960s and was based on the cost of a minimum
diet at that time. It is updated each year by the change in
consumer prices. It is uniform across the United States.

CEO: The CEO poverty threshold is a New York City-
specific threshold derived from the U.S.-wide thresh-
old developed for the Federal Supplemental Poverty
Measure. The threshold is based on what families spend
on basic necessities: food, clothing, shelter, and utilities.
[t is adjusted to reflect the variation in housing costs
across the United States.

6. Observations from the Interagency Technical Working Group on
Developing a Supplemental Poverty Measure. March 2010. Available
at: www.census.gov/hhes/www/poverty/SPM_TWGODbservations.pdf
7. Details of the calculation are given in Appendix B.
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Measuring Income

Official Income: The official poverty measure’s defini-
tion of family resources is pre-tax cash. This includes
income from all sources such as earnings, interest, and
government transfer payments that take the form of
cash. Thus, Social Security benefits are included in this
measure, but the value of in-kind benefits such as Food
Stamps or tax credits such as the Earned Income Tax
Credit are not counted.

CEO Income: Based on the NAS recommendations, CEO
income includes all the elements of pre-tax cash plus
the effect of income and payroll taxes, and the value of
in-kind nutritional and housing assistance. Non-discre-
tionary spending for commuting to work, childcare, and
out-of-pocket medical care are accounted for as deduc-
tions from income.

Obviously, if this were the only change CEO had made
to the poverty measure, it would lead to a poverty rate
higher than the official rate. But, as described above,
CEO also uses a far different measure of income to
compare against the poverty threshold. Although our
measure includes subtractions as well as additions to
resources, CEO income is higher than pre-tax cash
income at the lower rungs of the income ladder. At the
20th percentile, for example, CEO income was $30,195
in 2011. The corresponding figure for pre-tax cash was
only $22,944. Thus, if a more complete account of
resources had been the only change we had made to the
poverty measure, the CEO poverty rate would fall below
the official measure. Figure Two illustrates official and
CEO incomes, thresholds, and poverty rates for 2011.
The effect of the higher CEO threshold (35.7 percent
above the official) outweighs the effect of CEO’s more
complete definition of resources (which is 31.6 percent
higher, at the 20th percentile, than the official resource
measure), resulting in a higher poverty rate. In 2011, the
CEO poverty rate stood at 21.3 percent while the official
rate was 19.3 percent, a 2.0 percentage point difference.

NYC Center for Economic Opportunity nyc.gov/ceo
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FIGURE TWO
Official and CEO Thresholds, Incomes, and
Poverty Rates, 2011

530,945 30,195

$22,944

522,811

Official CEO
Thresholds

Official CEO
Incomes

Official CEO
Poverty Rates

Source: U.S. Bureau of the Census and American Community Survey Public Use
Micro Sample as augmented by CEO.

Notes: Incomes are measured at the 20th percentile and stated in family size
and composition-adjusted dollars. Official poverty rates are based on the CEO
poverty universe and unit of analysis.

To measure the resources available to a family to meet
the needs represented by the threshold, our poverty
measure employs the Public Use Micro Sample from
the Census Bureau’s American Community Survey
(ACS) as its principal data set. The advantages of this
survey for local poverty measurement are numerous.
The ACS is designed to provide measures of socio-
economic conditions on an annual basis in states and
larger localities. It offers a robust sample for New York
City (roughly 25,000 households) and contains essential
information about household composition, family
relationships, and cash income from a variety of sources.

But, as noted earlier, the NAS-recommended poverty
measure greatly expands the scope of resources that
must be measured in order to determine whether a
family is poor. Unfortunately, the ACS provides only
some of the information needed to estimate these
additional resources. CEO has developed a variety of
models that estimate the effect of taxation, nutritional
and housing assistance, work-related expenses, and
medical out-of-pocket expenditures on total family
resources and poverty status. We reference the resulting
data set as the “American Community Survey Public Use
Micro Sample as augmented by CEO” and we refer to
our estimate of family resources as “CEO income.”

NYC Center for Economic Opportunity

nyc.gov/ceo

This Year’s Report

The focus of this year’s CEO working paper is on poverty
in New York City since 2008, a period of recession, then
lingering weakness, and, most recently, recovery in the
economy. From 2008 to 2010, labor market indicators
for City residents pointed south. A declining proportion
of the working age population was employed. As Figure
Three illustrates, the share of New Yorkers 18 through
64 years of age who were holding a job at the time they
were surveyed peaked in 2008 at 70.8 percent. That
proportion declined to 66.4 percent by 2010. But in
2011, it rose to 67.0 percent.

FIGURE THREE
Employment/Population Ratios, 2005 - 2011
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Source: American Community Survey Public Use Micro Sample.

Because poverty status is determined by annual income,
employment over the course of a year is a particularly
salient labor market indicator. Figure Four shows that the
share of the working age population with steady work,
defined as 50 or more weeks in the prior 12 months,
declined from 59.8 percent in 2008 to 56.3 percent in
2010, while the proportion of the population that had
no work at all grew from 23.5 percent in 2008 to 27.3
percent 2010. This indicator stabilized in 2011.
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FIGURE FOUR The job market plays an important role in year-to-year
Weeks Worked in Prior 12 Months, 2008 - 2011 changes in the CEO poverty rate. But its effect takes
place within the broad scope of our measure of family
resources and the context of public policies intended
to bolster family incomes. In addition to earnings,
low-income families” ability to meet their needs is
determined by public benefit programs. Over the last
several decades there has been an important shift in
the composition of these programs, especially for the
non-elderly population. As noted above, a smaller
proportion of means-tested assistance takes the form
of cash payments, such as public assistance, while a
larger proportion is composed of tax credits and in-kind
benefits. The trend has been reinforced by the Bush and
2008 2009 2010 2011 Obama Administrations” economic stimulus programs.
= Atleast50 m LessThan50 m NoWeeks A tax program, the Economic Recovery Rebate, was a
key feature of the Bush Administration’s response to the
Source: American Community Survey Public Use Micro Sample. onset of the recession. New and expanded tax credit
programs and an increase in Food Stamp benefit levels
The 2008 to 2010 decline in weeks worked is reflected ~ were important elements in President Obama’s American
in measures of earnings. Table One reports per family Recovery and Rebuilding Act.
earnings for those families whose earnings would put
them near the CEO poverty threshold (between the 25th

and 40th percentile of the earnings distribution). The prog’ram are a focus of th_e ane.ilytlcal.sectlons of this
declines range from 14.6 percent o 11.2 percent from year’s report. In order to identify the impact of the recent

2008 to 2010. The decline in earnings ends in 2011, also policy changes, Wwe compare trends n CEO thcome fmd
poverty rates against hypothetical estimates, to identify

what would have occurred in the absence of the new tax
and Food Stamp initiatives.

100

80

60

40

20

Percent of 18 through 64-Year-Olds

The expanding role of tax credits and the Food Stamp

echoing the pattern in weeks worked.

TABLE ONE
Annual Family-Level Earned Income, 2008 - 2011

Year Percentage Change

Percentile 2008 2009 2010 2011 | 2008-2010 2010-2011
25 $18701  $17,945 $16122  $16,029 -13.8% -0.6%
30 $25460  $24,226 $21,741  $21,970 -14.6% 11%
35 $31815  $30,506 $27,818  $27,682 -12.6% -0.5%
40 $38218  $36707 $33922  $33,301 -11.2% -1.8%

Source: American Community Survey Public Use Micro Sample as augmented by CEO.
Notes: Earnings are stated in family size and composition-adjusted dollars. They are not adjusted for
inflation. Persons in families with no earnings are included.

NYC Center for Economic Opportunity nyc.gov/ceo
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Key Findings
In the context of a labor market that is recovering from a
two-year slump, we find that:

After rising from 19.0 percent in 2008 to 20.9 percent

in 2010, the CEO poverty rate stood at 21.3 percent in
2011, statistically unchanged from the prior year. An
equivalent® official poverty rate followed a similar path,
rising from 16.8 percent in 2008 to 18.8 percent in
2010. The official poverty rate in 2011 was 19.3 percent,
also statistically unchanged from 2010.

Although the CEO poverty rate exceeds the official

rate in each year for which we have data, the CEO
methodology finds that a smaller proportion of the City’s
population is living in extreme poverty — below 50
percent of the poverty threshold — than does the official
method (5.6 percent compared to 7.9 percent in 2011).
By both measures, extreme poverty rose from 2008 to
2010. The proportion of the population living below 50
percent of the respective thresholds was unchanged from
2010 to 2011. See Figure Five.

The trend in CEO poverty rates by demographic
characteristics such as age, family status (i.e., number

of parents in the family unit), and borough generally
follows the rise in the Citywide poverty rate from 2008
to 2010 and its statistical stability from 2010 to 2011.
Comparing 2011 to 2008, we find statistically significant
increases in the poverty rate for children under 18 and
working age adults (See Figure Six); Non-Hispanic
Whites, Asians, and Hispanics (See Figure Seven); and
Citizens by Birth and Non-Citizens (See Figure Eight).
There are few statistically meaningful changes in poverty
rates from 2010 to 2011. An important exception is the
decline in the poverty rate for persons living in a single-
headed family with children, from 33.4 percent in 2010
to 30.9 percent in 2011. See Figure Nine.

8. To make comparisons more useful, the official poverty rates given in
the report are based on the CEO poverty universe and unit of analysis.
See Text Box Four in Chapter | for details.

NYC Center for Economic Opportunity nyc.gov/ceo

FIGURE FIVE
Percent of the Population in Extreme Poverty,
2008-2011

Percent of the Population

Official CEO

m 2008 m 2009 m 2010 2011

Source: American Community Survey Public Use Micro Sample as augmented
by CEO.

Note: Official poverty rates are based on the CEO poverty universe and unit of
analysis.
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FIGURE SIX
CEO Poverty Rates by Age Group, 2008, 2010, and 2011
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Source: American Community Survey Public Use Micro Sample as augmented by CEO.

FIGURE SEVEN
CEO Poverty Rates by Race/Ethnicity, 2008, 2010, and 2011
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FIGURE EIGHT
CEO Poverty Rates by Nativity/Citizenship, 2008, 2010, and 2011
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FIGURE NINE
CEO Poverty Rates for Families with Children, 2008, 2010, and 2011
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From 2008 to 2011, poverty rates increased in three

out of five of the City’s boroughs: Brooklyn (by 1.6
percentage points to 23.9 percent), Queens (by 4.8
percentage points to 21.1 percent), and Staten Island (by
3.9 percentage points to 15.3 percent). See Figure Ten.

FIGURE TEN
CEO Poverty Rates by Borough, 2008, 2010, and 2011
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Source: American Community Survey Public Use Micro Sample as augmented by CEO.

The pattern in poverty rates for the United States based
on the new Federal Supplemental Poverty Measure
resembles the CEO pattern for New York City. Across
the entire population, the two NAS-based poverty
measures find a higher incidence of poverty than do

the official measures. In the U.S., the rate in 2011 is
16.1 percent as opposed to 15.1 percent. In New York
City, the two poverty rates were 21.3 percent and 19.3
percent in that year. Because they count the value of
non-cash assistance, however, both the SPM and CEO
measures of poverty among children are lower than child
poverty rates based on the official method: 18.1 percent
compared to 22.3 percent for the nation; 24.7 percent
rather than 28.7 percent for the City. See Figure Eleven.
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FIGURE ELEVEN

Comparison of Poverty Rates in the U.S.and NYC, 2011
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The analytical sections of this year’s report focus

on trends in three family-level measures of income:
earnings, pre-tax cash, and CEO income. Comparisons
indicate the extent to which the recession-related
declines in earned income were offset by cash and non-
cash benefit programs. We find that:

In 2010, earned income stood at only 85.4 percent of its
2008 level. Pre-tax cash, the measure of income used in
the official poverty measure, equaled 91.9 percent of its
2008 level in that year. By contrast, CEO income did not
decline from 2008 to 2010. From 2010 to 2011, both
earnings and pre-tax cash were statistically unchanged,
while CEO income rose to 102.6 percent of its 2008
level. The dramatically stronger performance of the
income measure used to determine the CEO poverty rate
compared to the income measure used to determine the
official poverty rate is the result of CEO’s inclusion of
non-cash social safety net programs that are uncounted
in the official poverty measure. See Figure Twelve.

NYC Center for Economic Opportunity
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FIGURE TWELVE
Comparison of Income Trends, 2008 - 2011
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at the 20th percentile of their respective distributions. Incomes are not
inflation-adjusted.



Participation in safety net programs tends to grow

as need increases during economic contractions. In
addition to this “passive” expansion, policymakers

took active steps during the recession to bolster the
purchasing power of low-income families by creating
new and expanding existing tax credit programs. They
also increased benefit levels and fostered participation in
the Food Stamp program. We find that these additional
steps blunted what would have been a very sharp rise in
the CEO poverty rate from 2008 to 2011. We estimate
that without these initiatives, the CEO poverty rate would
have increased to 23.6 percent in 2011, instead of 21.3
percent. See Figure Thirteen.

Implications for the Future

The 2011 data on employment and income signal a shift
in the economic environment. Looking ahead, there is
good reason to expect that the 2012 American

FIGURE THIRTEEN
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Community Survey will reveal further gains in
jobholding, increasing the likelihood that a leveling

off of the poverty rate in 2011 could be followed by
a fall in the rate in 2012, all else equal.

But the turning point in the job market is not the only
change we need to note. Coinciding with the end of
the slump in the job market is the end of the recession-
related expansion of the safety net. Food Stamp benefit
levels have not increased since they were raised by the
2009 Obama stimulus program. The benefit formula
will revert to its pre-stimulus rules in November

2013, creating a reduction in benefits.? Some of the
economic stimulus-related income tax credit programs
expired at the end of 2010. The number of weeks that
Unemployment Insurance is available to the long-term
jobless was cut in 2012. The reduction in the payroll tax
rate expired at the end of 2012.
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9. Dean, Stacey and Dorothy Rosenbaum. SNAP Benefits Will Be Cut
for All Participants in November 2013. Center on Budget and Policy
Priorities. February 8, 2013. Available at: http://www.cbpp.org/files/2-
8-13fa.pdf
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The sequester — the cuts in Federal government spending
that began on March 1, 2013 — also threatens programs
important to low-income Americans. Unemployment
Insurance benefit levels for the long-term jobless who
are receiving Federally-funded benefits could fall by 11
percent.' The Center on Budget and Policy Priorities
estimates that between 575,000 and 750,000 women
and children will be denied WIC benefits by the end

of the current Federal fiscal year." Funding for Federal
housing programs, the backbone of the means-tested
housing assistance so vital to low-income New Yorkers,
will also suffer stiff reductions.'

In sum, the dynamic that spurred, but also limited, the
recent rise in poverty — declining earnings buffered

by an expanded safety net — is shifting. In the context
of political stalemate in Washington and a policy
environment that is focused on reducing the Federal
budget deficit, progress in reducing poverty will depend
to a large degree on a rising economic tide lifting
enough boats. Progress will also rest on the continued
efforts by City policymakers to build “on-ramps” to an
expanding job market for those groups of New Yorkers
that prosperity so often leaves behind.

10. The Sequester’s Devastating Impact on Families of Unemployed
Workers and the Struggling Unemployment Insurance System. National
Employment Law Project. Briefing Paper. February 27, 2013. Available
at: http://www.nelp.org/page/-/U1/2013/Briefing-Paper-Sequester-
Unemployment-Insurance.pdf?nocdn=1

11. Neuberger, Zoe and Bob Greenstein. The Impact of the Sequester
on WIC: 575,000 to 750,000 Eligible Low-Income Women and
Children at Nutritional Risk Could Be Denied Benefits. Center on
Budget and Policy Priorities. March 5, 2013. Available at: www.cbpp.
org/files/2-26-13fa.pdf

12. Estimated Cuts in Federal Housing Assistance and Community
Development Programs Due to Sequestration, 2013. Center on Budget
and Policy Priorities. March 5, 2013. Available at: www.cbpp.org/
files/1-28-13hous.pdf
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CHAPTER |:
INTRODUCTION

[t has been a half century since the development of the
current official measure of poverty. In the early 1960s
the measure represented an important advance, serving
as a focal point for the public’s growing concern about
poverty in America. But over the decades, discussions
about poverty increasingly included criticism of how
poorly it was being measured. Society was evolving and
public policy had shifted, yet the Census Bureau was still
measuring poverty as if nothing had changed.

Dissatisfaction with the official measure prompted
Congress to request a study by the National Academy of
Sciences (NAS). The NAS’s recommendations, issued in
1995, sparked further research and garnered widespread
support among poverty experts.'> However, neither the
Federal nor any state or local government had adopted
the NAS approach until CEO’s initial report on poverty
in New York City in August 2008." This year’s study, our
fourth annual report, continues our practice of issuing
yearly updates of our measure. Using the most recent
data available, it provides poverty rates for 2005
through 2011.

This introductory chapter sets the context for our
findings. It begins with an overview of the official
measure and its weaknesses. We then describe our
alternative, which is based on the NAS recommendations
and the development of the new Federal Supplemental
Poverty Measure (SPM), first issued in November 2011."
The second part of the introduction shifts the discussion
from methodology to the local economy. Following the
recession and continued weakness in the local economy
from 2008 to 2010, the data for 2011 indicate some
improvement in the City’s job market. The introduction’s
final section summarizes the report’s principal findings.

1.1 The Official Poverty Measure

The official measure’s poverty threshold was developed
in the early 1960s and was based on the cost of the

13. Citro, Constance F. and Robert T. Michael (eds). Measuring Poverty:
A New Approach. Washington, DC: National Academy Press. 1995.
Much of the research inspired by the NAS report is available at: www.
census.gov/hhes/povmeas/methodology/nas/index.html

14. New York City Center for Economic Opportunity. The CEO Poverty
Measure: A Working Paper by the New York City Center for Economic
Opportunity. August 2008. Available at: www.nyc.gov/html/ceo/
downloads/pdf/final_poverty_report.pdf

15. U.S. Bureau of the Census. The Research Supplemental Poverty
Measure: 2010. November 2011. Available at: www.census.
gov/hhes/povmeas/methodology/supplemental/research/ Short_
ResearchSPM2010.pdf
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U.S. Department of Agriculture’s Economy Food Plan,

a diet designed for “temporary or emergency use when
funds are low.” Because the survey data available at the
time indicated that families typically spent a third of
their income on food, the cost of the plan was simply
multiplied by three to account for other needs. Since the
threshold’s 1963 base year, it has been updated annually
by the change in the Consumer Price Index.

A half century later, this poverty line has little
justification. The threshold does not represent
contemporary spending patterns; food now accounts

for less than one-seventh of family expenditures, and
housing is the largest item in the typical family’s budget.
The official threshold also ignores differences in the
cost of living across the nation, an issue of obvious
importance to measuring poverty in New York City. A
final shortcoming of the threshold is that it is frozen in
time. Since it only rises with the cost of living, it assumes
that a standard of living that defined poverty in the early
1960s remains appropriate, despite advances in the
nation’s standard of living since that time.

The official measure’s definition of the resources that

are compared against the threshold is pre-tax cash.

This includes wages, salaries, and earnings from self-
employment; income from interest, dividends, and rents;
and some of what families receive from public programs,
if they take the form of cash. Thus, payments from
Unemployment Insurance, Social Security, Supplemental
Security Income (SSI), and Public Assistance are included
in the official resource measure.

Given the data available and the policies in place at
the time, this was not an unreasonable definition. But
in recent years an increasing share of what government
does to support low-income families takes the form of
tax credits (such as the Earned Income Tax Credit) and
in-kind benefits (such as Food Stamps). If policymakers
or the public want to know how these programs affect
poverty, the official measure cannot provide an answer.

16. Fisher, Gordon M. “The Development and History of the Poverty
Thresholds.” Social Security Bulletin, Vol. 55, No. 4. Winter 1992.
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Measures of Poverty

Official: The current official poverty measure was
developed in the early 1960s.. It consists of a set of
thresholds that were based on the cost of a minimum
diet at that time. A family’s pre-tax cash income is
compared against the threshold to determine whether
its members are poor.

NAS: At the request of Congress, the National Academy
of Sciences issued a set of recommendations for an
improved poverty measure in 1995. The NAS threshold
represents the need for clothing, shelter, and utilities
as well as food. The NAS income measure accounts for
taxation and the value of in-kind benefits.

SPM: In March 2010 the Obama Administration an-
nounced that the Census Bureau, in cooperation with the
Bureau of Labor Statistics, would create a Supplemental
Poverty Measure based on the NAS recommendations,
subsequent research, and a set of guidelines proposed
by an Interagency Technical Working Group. The first
report on poverty using this measure was issued by the
Census Bureau in November 2011.

CEO: The Center for Economic Opportunity released its
first report on poverty in New York City in August 2008.
CEO’s poverty measure is largely based on the NAS rec-
ommendations, with modifications based on the guide-

lines from the Interagency Technical Working Group.

1.2 The National Academy of Sciences’
Alternative

NAS-based methods take a considerably different
approach to both the threshold and resource side of
the poverty measure. The poverty threshold reflects the
need for clothing, shelter, and utilities, as well as food.
It is established by selecting a sub-group of families

as reference families,'” calculating their spending on
these items, and then choosing a point in the resulting
expenditure distribution.'® A small multiplier is applied
to account for miscellaneous expenses such as personal
care, household supplies, and non-work-related
transportation. The threshold is updated each year by the
change in the level of this spending. This connects

17. The reference family proposed by the NAS is composed of two
adults and two children. The threshold for this family is then scaled for
families of different sizes and compositions. See Appendix B.

18. The NAS suggested that this point lie between the 30th and 35th
percentile of the distribution. Citro and Michael, p. 106.

NYC Center for Economic Opportunity nyc.gov/ceo

the threshold to the growth in living standards. In further
contrast to the official measure, the NAS-style poverty
line is also adjusted to reflect geographic differences in
housing costs.

On the resource side, the NAS-based measure is
designed to account for the flow of income and in-

kind benefits that a family can use to meet the needs
represented in the threshold. This creates a much more
inclusive measure of income than pre-tax cash. The tax
system and the cash-equivalent value of in-kind benefits
for food and housing are important additions to family
resources. But families also have non-discretionary
expenses that reduce the income available to meet their
other needs. These include the cost of commuting to
work, childcare, and medical care that must be paid

for out of pocket. This spending is accounted for as
deductions from income.

1.3 The Supplemental Poverty Measure

The Census Bureau’s Supplemental Poverty Measure

is shaped by the NAS recommendations and a set of
guidelines provided by an Interagency Technical Working
Group (ITWG) in March 2010." Revisions to the 1995
NAS recommendations center on the threshold side of
the poverty measure. The most important of these are:

1. An expansion of the type of family unit whose
expenditures determine the poverty threshold, from
two-adult families with two children to all families
with two children.

2. Use of a five-year, rather than three-year, moving
average of expenditure data to update the poverty
threshold over time.

3. Creation of separate thresholds based on housing
status: whether the family owns its home with a
mortgage; owns, but is free and clear of a mortgage;
or rents.

1.4 CEO’s Adoption of the NAS/SPM Method

CEO has followed the first two of these revisions to the
NAS recommendations. However, we do not follow the
SPM'’s creation of thresholds that vary by housing status.
We account for all differences in housing status —
including residence in rent-regulated apartments

and participation in means-tested housing assistance

19. Observations from the Interagency Technical Working Group on
Developing a Supplemental Poverty Measure. March 2010. Available
at: www.census.gov/hhes/www/poverty/SPM_TWGObservations.pdf



programs — on the income side of the poverty measure.?
By applying the ratio of New York City to U.S.-wide Fair
Market Rent for a two-bedroom apartment to the housing
portion of the threshold, we adjust the national-level
SPM threshold (regardless of housing status) to account
for the relatively high cost of housing in New York City.
In 2011, our poverty line for the two-adult, two-child
family comes to $30,949. We refer to this New York City-
specific threshold as the CEO poverty threshold. (See
Appendix B.)

Poverty Thresholds

Official: The official threshold was developed in the
early 1960s and was based on the cost of a minimum
diet at that time. It is updated each year by the change in
consumer prices. It is uniform across the United States.

CEO: The CEO poverty threshold is a New York City-
specific threshold derived from the U.S.-wide thresh-
old developed for the Federal Supplemental Poverty
Measure. The threshold is based on what families spend
on basic necessities: food, clothing, shelter, and utilities.
Itis adjusted to reflect the variation in housing costs
across the United States.

To measure the resources available to a family to meet
the needs represented by the threshold, our poverty
measure employs the Public Use Micro Sample from
the Census Bureau’s American Community Survey (ACS)
as its principal data set. The advantages of this survey
for local poverty measurement are numerous. The ACS
is designed to provide measures of socioeconomic
conditions on an annual basis in states and larger
localities. It offers a robust sample for New York City
(roughly 25,000 households) and contains essential
information about household composition, family
relationships, and cash income from a variety of sources.

But, as noted earlier, the NAS-recommended poverty
measure greatly expands the scope of resources that
must be measured in order to determine whether

a family is poor. Unfortunately, the ACS provides

only some of the information needed to estimate the
additional resources required by the NAS measure. CEO
has developed a variety of models that estimate the effect

20. The rationale for this decision is provided in Appendix B of last
year’s report. See: The CEO Poverty Measure, 2005 — 2010: A Working
Paper by the NYC Center for Economic Opportunity. Available at:
www.nyc.gov/html/ceo/downloads/pdf/CEO_Poverty_Measure_
April_16.pdf
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of taxation, nutritional and housing assistance,
work-related expenses, and medical out-of-pocket
expenditures on total family resources and poverty
status. We reference the resulting data set as the
“American Community Survey Public Use Micro Sample
as augmented by CEO” and we refer to our estimate of
family resources as “CEO income.”

Measuring Income

Official Income: The official poverty measure’s
definition of family resources is pre-tax cash. This
includes income from sources such as wages and
salaries, as well as government transfer payments,
provided that they take the form of cash. Thus, Social
Security benefits are included in this measure, but
the value of in-kind benefits, like Food Stamps or tax
credits such as the Earned Income Tax Credit, are

not counted.

CEO Income: Based on the NAS recommendations,
CEO income includes all the elements of pre-tax cash
plus the effect of income and payroll taxes, as well as
the value of in-kind nutritional and housing assistance.
Non-discretionary spending for commuting to work,
childcare, and out-of-pocket medical care are
deductions from income.

Below is a brief description of how the non-pre-tax
cash income items are estimated. More details on these
procedures and any revisions we have made to them
since our last report can be found in the appendices.

Housing Adjustment: The high cost of housing makes
New York City an expensive place to live. The CEO
poverty threshold, we noted above, is adjusted to
reflect that reality. But some New Yorkers do not need
to spend as much to secure adequate housing as the
higher threshold implies. Many of the City’s low-income
families live in public housing or receive a housing
subsidy, such as a Section 8 housing voucher. A large
proportion of New York’s renters live in rent-regulated
apartments. Some homeowners have paid off their
mortgages and own their homes free and clear. We make
an upward adjustment to these families” incomes to
reflect these advantages.

The ACS does not provide data on housing program
participation, however. To determine which households
in the ACS would be participants in rental subsidy or
regulation programs, we match households in the Census

NYC Center for Economic Opportunity nyc.gov/ceo
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Bureau’s New York City Housing and Vacancy
Survey with household-level records in the ACS.
(See Appendix C.)

Taxation: CEO has developed a tax model that creates
tax filing units within the ACS households; computes
their adjusted gross income, taxable income, and tax
liability; and then estimates net income taxes after
non-refundable and refundable credits are applied. The
model takes account of Federal, State, and City income
tax programs, including all the credits that are designed
to aid low-income filers. The model also includes the
effect of the Federal payroll tax for Social Security and
Medicare (FICA). (See Appendix D.)

Nutritional Assistance: We estimate the effect of Food
Stamps,?' the National School Lunch program, the
School Breakfast Program, and the Supplementary
Nutrition Program for Women, Infants, and Children
(WIC). To estimate Food Stamp benefits, we make use of
New York City Human Resources Administration Food
Stamp records, imputing Food Stamp cases to “Food
Stamp Units” we construct in the ACS data. We count
each dollar of Food Stamp benefits as a dollar added to
family income.

The likelihood of participation in the school meals
programs is calculated by a probability model.
Participation is assigned to eligible families to replicate
data on meals served by the City’s Department of
Education. We follow the Census Bureau’s method for
valuing the income from the programs by using the per-
meal cost of the subsidy. We identify participants in the
WIC program in a similar manner, matching enrollment
in the program to participation rate estimates by the New
York State Department of Health. Benefits are calculated
using the average benefit level per participant calculated
by the U.S. Department of Agriculture. (See Appendix E.)

Home Energy Assistance Program: The Home Energy
Assistance Program (HEAP) provides assistance to low-
income households that offsets their utility costs. In New
York City, households that receive cash assistance, Food
Stamps, or are composed of a single person receiving
SSI benefits are automatically enrolled in the program.
Other low-income households can apply for HEAP, but
administrative data from the City’s Human Resources
Administration indicate that nearly all HEAP households
come into the program through their participation in
these other benefit programs. We identify HEAP-

21. The Food Stamp program was recently renamed the Supplemental
Nutritional Assistance Program (SNAP). Since the program is more
widely recognized by its former name, we continue to use it.
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receiving households by their participation in public
assistance, Food Stamps, and SSI, and then add the
appropriate benefit to their income. For 2011, we also
make use of HEAP receipt reported in the Housing and
Vacancy Survey. (See Appendix F.)

Work-Related Expenses: Workers must travel to and
from their jobs, and we treat the cost of that travel as
a non-discretionary expense. We estimate the number
of trips a worker will make per week based on their
usual weekly hours. We then calculate the cost per
trip using information in the ACS about their mode

of transportation and administrative data (such as
subway fares). Weekly commuting costs are computed
by multiplying the cost per trip by the trips per week.
Annual commuting costs equal weekly costs times the
number of weeks worked over the past 12 months.

Families in which the parents are working must often
pay for the care of their young children. Like the cost of
commuting, the CEO poverty measure treats childcare
expenses as a non-discretionary reduction in income.
Because the American Community Survey provides no
information on childcare spending, we have created an
imputation model that matches the weekly childcare
expenditures reported in the Census Bureau'’s Survey

of Income and Program Participation (SIPP) to working
families with children in the ACS data set. Childcare
costs are only counted if they are incurred in a week in
which the parents (or the single parent) are at work. They
are capped by the earned income of the lowest earning
parent. (See Appendix G.)

Medical Out-of-Pocket Expenditures (MOOP): The cost
of medical care is also treated as a non-discretionary
expense that limits the ability of families to attain the
standard of living represented by the poverty threshold.
MOOP includes health insurance premiums, co-pays,
and deductibles, as well as the cost of medical services
that are not covered by insurance. In a manner similar
to that for childcare, we use an imputation model to
match MOOP expenditures by families in the Agency for
Healthcare Research and Quality’s Medical Expenditure
Panel Survey to families in the ACS sample. (See
Appendix H.)

Figure | One summarizes the discussion thus far,
contrasting how the official and CEO poverty measures
establish a threshold and account for family resources.



FIGURE | ONE
Comparison of Poverty Measures
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1.5 Comparing Poverty Rates

As noted above, the CEO poverty threshold for a two-
adult, two-child family in 2011 was $30,949. The official
poverty line for the equivalent family was $22,811 in
that year. Obviously, if this were the only change CEO
had made to the poverty measure, it would lead to a
poverty rate above the official measure. But, as described
above, CEO also uses a far different measure of income
to compare against the poverty threshold. Although

our measure includes subtractions as well as additions
to resources, CEO income is higher than pre-tax cash
income at the lower rungs of the income ladder. At the
20th percentile, for example, CEO income was $30,195
in 2011.22 The corresponding figure for pre-tax cash

was only $22,944. Thus, if a more complete account

of resources had been the only change we made to the
poverty measure, the CEO poverty rate would fall below
the official measure. Figure | Two illustrates official and
CEO incomes, thresholds, and poverty rates for 2011.
The effect of the higher CEO threshold (35.7 percent
above the official) outweighs the effect of CEO’s more
complete definition of resources (which is 31.6 percent
higher at the 20th percentile than the official resource
measure), resulting in a higher poverty rate. In 2011, the

22. Throughout this working paper, we report income in family size
and composition-adjusted dollars. This makes the income measures
directly comparable to the two-adult, two-child reference family
poverty threshold.

CEO poverty rate stood at 21.3 percent while the official
rate was 19.3 percent, a 2.0 percentage point difference.

Official Poverty Rates

The official poverty rates reported in this study differ
from those provided by the Census Bureau. To make
them more comparable to the CEO poverty rates, they
are calculated using CEQ'’s poverty universe and unit of
analysis. CEO excludes all members of the group quar-
ters population and includes all members of the house-
hold population in its universe of persons for whom a
poverty status is determined. The CEO poverty unit of
analysis expands the notion of the family unit to include
more members of the household than just those related
by blood, marriage, or adoption. Unmarried partners,
for example, are treated as members of the family unit.
Both these changes lower the poverty rate. In 2011, for
example, the Census Bureau'’s official poverty rate for
New York City is 20.1 percent. The 2011 official poverty
rate for the City that we report is 19.3 percent. See Ap-
pendix A for further explanation.
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FIGURE | TWO
Comparison of Thresholds, Income, and Poverty
Rates, Official and CEO, 2011
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Sources: U.S. Bureau of the Census and American Community Survey Public Use
Micro Sample as augmented by CEO.

Note: Incomes are measured at the 20th percentile and stated in family size
and composition-adjusted dollars.

1.6 The New York City Labor Market

Poverty rates are influenced by the economic
environment. A focus of this report is on the change in
the CEO poverty rate since 2008. The national economy
began to contract sharply in early 2008, marking
December 2007 as the prior high water mark in the U.S.-
wide business cycle.” Thus, U.S.-level studies tracking
the effects of the recent recession and subsequent
period of sluggish employment growth have used 2007
as their point of comparison. But the recession came
later to New York City. Here, employment did not

begin to decline until the fall of 2008, making that year
the last for which annual indicators find increases in
employment, earnings, and income.

From 2008 to 2010, labor market indicators for City
residents point decidedly south. A smaller proportion of
the working age population was holding a job. As Figure
[ Three illustrates, the employment/population ratio — the
share of New Yorkers 18 through 64 years of age who
were holding a job at the time they were surveyed —
peaked in 2008 at 70.8 percent. That proportion
declined to 66.4 percent by 2010. The downward

trend, however, is broken by the 2011 uptick in the

ratio (of 0.6 percentage points) to 67.0 percent.

Because poverty status is determined by annual income,
employment over the course of a year is a particularly
salient labor market indicator. Figure | Four shows that
the share of the working age population with steady

23. The National Bureau for Economic Research dates the start of the
recent recession at December 2007.
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FIGURE | THREE
Employment/Population Ratios, 2005 - 2011
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work, defined as 50 or more weeks in the prior 12
months, declined from 59.8 percent in 2008 to 56.3
percent in 2010, while the proportion of the population
that had no work at all grew from 23.5 percent in 2008
to 27.3 percent 2010. The latest data identify a leveling
off of the decline in weeks worked; the share of the
working age population with year-round work, for
example, held steady.

FIGURE | FOUR
Weeks Worked in Prior 12 Months, 2008 - 2011
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The trend in weeks worked is reflected in measures of
earnings. Table I One reports earnings per family for
those families that are in the lower half of the earnings
distribution. After registering sharp declines from 2008
to 2009 and 2009 to 2010, the changes in earnings from
2070 to 2011 are too small to be statistically significant.
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Annual Family-Level Earned Income, 2008 - 2011

Year Percentage Change
Percentile 2008 2009 2010 2011 2008-2009  2009-2010  2008-2011
20 512,311 511,116 $9,673 510,157 -9.7% -13.0% 5.0%
25 518,701 517,945 516,122 516,029 -4.0% -10.2% -0.6%
30 525,460 524,226 521,741 $21,970 -4.8% -10.3% 1.1%
35 531,815 530,506 527,818 $27,682 -4.1% -8.8% -0.5%
40 538,218 $36,707 $33,922 $33,301 -4.0% -7.6% -1.8%
45 544,640 $43,131 $40,305 $40,322 -3.4% -6.6% 0.0%
50 51,271 550,019 546,505 $47,000 -2.4% -7.0% 1.1%

Source: American Community Survey Public Use Micro Sample as augmented by CEO.
Notes: Earnings are stated in family size and composition-adjusted dollars. They are not adjusted for inflation.

Persons in families with no earnings are included.

The labor market data suggest that the 2011 ACS
describes an economy at a turning point. There is a
modest uptick in employment levels and an end to the
recession-related decline in weeks worked and annual
earnings. The contrast between the improvement in the
employment-population ratio and the stability of the
latter two indicators is likely due to the way in which the
ACS sample is collected. The employment-population
ratio indicates respondents’ status at the time they are
surveyed. By contrast, the weeks worked and annual
earnings data are retrospective, looking back over the
prior 12 months. Thus the employment-population ratio
reflects conditions in calendar year 2011, while the
annual indicators are as representative of conditions in
2010 as they are of 2011.

Calendar Years and ACS Survey Years

The American Community Survey (ACS) is conducted as
arolling sample gathered over the course of a calendar
year. Approximately one-twelfth of the total sample is
collected in each month. Respondents are asked to pro-
vide information on work experience and income during
the 12 months prior to the time they are in the sample.
Households that are surveyed in January of 2011, for
example, would report their income for the 12 months
of 2010, households that are surveyed in February 2011
would report their income for February 2010 through
January 2011, and so on. Consequently, estimates for
poverty rates derived from the 2011 ACS do not, strict-
ly speaking, represent a 2011 poverty rate. Rather, it is
a poverty rate derived from a survey that was fielded

in 2011. Readers should bear in mind this difference as
they interpret the findings in this report.

1.7 Key Findings in This Report

In the context of a labor market that is recovering from a
two year slump, we find that:

After rising from 19.0 percent in 2008 to 20.9 percent
in 2010, the CEO poverty rate stood at 21.3 percent

in 2011, statistically unchanged from the prior year.
The official poverty rate followed a similar path, rising
from 16.8 percent in 2008 to 18.8 percent in 2010.
The official poverty rate in 2011 was 19.3 percent, also
statistically unchanged from 2010.

Although the CEO poverty rate exceeds the official

rate in each year for which we have data, the CEO
methodology finds that a smaller proportion of the City’s
population is living in extreme poverty — below 50
percent of the poverty threshold — than does the official
method (5.6 percent compared to 7.9 percent in 2011).

The trend in CEO poverty rates by individual
characteristics such as age, family status (i.e., number
of parents in the family unit), and borough generally
follows the rise in the Citywide poverty rate from 2008
to 2010 and its statistical stability from 2010 to 2011.
Looking over the 2008 to 2011 time period, we find
statistically significant increases in the poverty rate for
males, females, children under 18, working age adults,
Non-Hispanic Whites, Asians, and Hispanics. There are
few statistically meaningful changes in poverty rates from
2010 to 2011. An important exception is the decline

in the poverty rate for persons living in a single-headed
family with children, from 33.4 percent in 2010 to 30.9
percent in 2011.

From 2008 to 2011, poverty rates increased in three
out of five of the City’s boroughs: Brooklyn (by 1.6
percentage points to 23.9 percent), Queens (by 4.8

NYC Center for Economic Opportunity nyc.gov/ceo
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percentage points to 21.1 percent), and Staten Island (by
3.9 percentage points to 15.3 percent).

The pattern in poverty rates for the United States based
on the new Federal Supplemental Poverty Measure
resembles the CEO pattern for New York City. Across
the entire population, the two NAS-based poverty
measures find a higher incidence of poverty than do

the official measures. In the U.S., the rate in 2011 is
16.1 percent as opposed to 15.1 percent. In New York
City, the two poverty rates were 21.3 percent and 19.3
percent in that year. Because they count the value of
non-cash assistance, however, both the SPM and CEO
measures of poverty among children are lower than child
poverty rates based on the official method: 18.1 percent
compared to 22.3 percent for the nation; 24.7 percent
rather than 28.7 percent for the City.

The analytical sections of this year’s report focus

on trends in three family-level measures of income:
earnings, pre-tax cash, and CEO income. Comparisons
indicate the extent to which the recession-related
declines in earned income were offset by cash and non-
cash benefit programs. We find that:

In 2010, earned income stood at only 85.4 percent of

its 2008 level. Pre-tax cash, the measure of income used
in the official poverty measure, equaled 91.9 percent

of its 2008 level in 2010. By contrast, CEO income did
not decline from 2008 to 2010. From 2010 to 2011,
earnings and pre-tax cash were statistically unchanged,
while CEO income rose by 2.5 percent. The dramatically
stronger performance of the income measure used to
determine the CEO poverty rate compared to the income
measure used to determine the official poverty rate is
the result of CEO's inclusion of non-cash social safety
net programs that are uncounted in the official poverty
measure.

Participation in safety net programs tends to grow

as need increases during economic contractions. In
addition to this “passive” expansion, policymakers

took active steps during the recession to bolster the
purchasing power of low-income families by creating
new and expanding existing tax credit programs. They
also increased benefit levels and fostered participation in
the Food Stamp program. We find that these additional
steps blunted what would have been a very sharp rise in
the CEO poverty rate from 2008 to 2011. We estimate
that without these steps, the CEO poverty rate would
have increased to 23.6 percent in 2011, instead of

21.3 percent.

NYC Center for Economic Opportunity nyc.gov/ceo

The remainder of this report proceeds as follows: The
next chapter provides an overview of trends in the
official and CEO poverty rates from 2005 to 2011. In
that context we trace how changes in the threshold

and resource sides of the two measures determined
changes in their respective poverty rates. Chapter IlI
details poverty rates in New York City by demographic
characteristic, family status, and borough. In Chapter 1V,
we compare official and CEO poverty rates for New York
City to official and Supplemental Poverty Measure rates
for the United States. The following chapter explores
the degree to which cash and non-cash public benefit
programs offset recession-related declines in earned
income. The report’s final chapter offers some thoughts
on the implications of our findings. A set of appendices
provide more detail about how our poverty estimates
are created.



CHAPTRR II:
Poverty IN New York City, 2005 - 2011

The Introduction noted that the CEO poverty rate
exceeds the official rate in 2011. Indeed, it does so in
each of the years for which we have comparable data.
The focus of this chapter, however, is not on the different
levels of poverty derived from the two approaches, but
on how and why they change over time. The official and
CEO poverty rates have taken parallel paths during the
seven-year time span covered by this report. From 2005
to 2008, when the City economy was expanding, the two
measures register declines of similar magnitude. From
2008 to 2011, they record nearly equal increases.

This chapter begins with an overview of how and why
the official and CEO poverty rates changed from 2005
to 2011. The similarity in their trend masks important
differences between the measures. From 2008 to 2010,
recession-related declines in the official measure of
income — pre-tax cash — are dramatic. Over the same
time period, CEO income was remarkably stable. From
2010 to 2011, official income was unchanged while
CEO income rose.

A second section in the chapter explores the depth of
poverty, the degree to which the poor are living close to
or far below the poverty threshold, as well as the extent
of near poverty (the degree to which the population
that resides above the poverty line is uncomfortably
close to it). Because CEQ’s poverty measure provides a
more inclusive definition of income, it finds a smaller
proportion of the population in extreme poverty than
does the official measure. On the other hand, because
eligibility for means-tested benefits ends and the value of
tax credits phase out as incomes rise, the CEO measure
finds a larger share of the population living in near
poverty compared to the official measure.

The chapter’s third section explores the role that non-
cash resources and non-discretionary expenses play in
the CEO poverty measure. We find that since 2008, tax
programs and Food Stamps have become increasingly
important resources for low-income families. This is not
simply a “passive” outcome reflecting greater need in a
bad economy. It is also a result of policy choices, a topic
we explore in Chapter Five.

Chapter II: Poverty in New York City, 2005 - 2011 9

2.1 New York City Poverty Rates, 2005 - 2011

Changes in the official and CEO poverty rate from
2005 to 2011 move in tandem with the labor market
conditions described in the Introduction. Poverty
declines during the expansion and rises after 2008.
Figure 1l One illustrates the official and CEO poverty
rates for New York City over the seven-year time span
covered in this report.

FIGURE Il ONE
Official and CEO Poverty Rates, 2005 - 2011
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Table Il One provides these rates and additionally,
reports differences between them and changes over
time. As noted above, the CEO poverty rate exceeds

the official rate in each year, a difference that ranges
from 2.0 to 3.0 percentage points. However, changes

in the two rates over time are remarkably similar. While
the City economy was growing, from 2005 to 2008,

the official poverty rate declined by 1.5 percentage
points while the CEO poverty rate fell by 1.3 percentage
points. From 2008 to 2010, as employment and
earnings contracted, the official poverty rate rose by

2.1 percentage points to 18.8 percent, and the CEO
poverty rate climbed by 1.9 percentage points, reaching
20.9 percent in 2010. The most recent data reflect a
stabilizing labor market; neither poverty rate experienced
a statistically significant change from 2010 to 2011.

NYC Center for Economic Opportunity nyc.gov/ceo
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TABLE Il ONE
Official and CEO Poverty Rates,
2005-2011

(Numbers are Percent of the Population)

Percentage
Point
Year Official CEO Difference*®
2005 183 203 2.0
2006 17.9 19.8 19
2007 16.8 198 3.0
2008 16.8 19.0 23
2009 17.3 19.7 23
2010 188 20.9 21
2011 193 213 2.0
Percentage
Point Change*  Official CEO
2005-2008 -15 -1.3
2008-2010 21 19
2010-2011 0.5 0.4

*Differences and changes are measured in percentage points

and are taken from unrounded numbers; those in bold type are
statistically significant.

Source: American Community Survey Public Use Micro Sample as
augmented by CEO.

Note: Official poverty rates are based on the CEO poverty universe
and unit of analysis.

Table 1l Two explores the changes in poverty rates
from the vantage point of changes on the income and
threshold side of their respective poverty measures.?*
As the table’s Panel A reports, the official measure of
income — pre-tax cash — rose in each year from 2005
to 2008, growing by 17.7 percent across the three
years. From 2008 to 2010, pre-tax cash plunged by
8.1 percent. This measure of income was unchanged
from 2010 to 2011.

24. To make the income figures in the table comparable to the two-
adult, two-child family poverty thresholds, they are adjusted for family
size and composition. Pre-tax cash and CEO incomes are both reported
at the 20th percentile of their respective distributions and both are
stated in current, not inflation adjusted, dollars.

NYC Center for Economic Opportunity nyc.gov/ceo

Changes in income tell a story about poverty rates
when they are compared against changes in the poverty
threshold. In the 2005 to 2008 period, year-to-year
changes in pre-tax income exceeded the change in the
official threshold. From 2006 to 2007, for example, this
measure of income rose by 7.8 percent while the official
threshold edged up by 2.9 percent. As a consequence,
the official poverty rate declined by 1.2 percentage
points. In the two-year period from 2008 to 2010, by
contrast, the steep fall in income (by 8.1 percent) was
coupled with a modest rise in the official threshold (by
1.3 percent), leading to a rise in the official rate of 2.1
percentage points. The 3.2 percent climb in the official
threshold from 2010 to 2011 outpaced the essentially
unchanged measure of income, which generated

an arithmetic rise in the official poverty rate by 0.5
percentage points. This increase, however, was not large
enough to be statistically significant.

Panel B in the table provides the same information for
CEO income, thresholds, and poverty rates. The pattern
of rising incomes and growth in the poverty thresholds it
describes, from 2005 to 2008, mimics the pattern for the
official measure. The 20.9 percent rise in CEO income
from 2005 to 2008 outpaced the 17.5 percent increase
in the CEO threshold, leading to a fall in the poverty rate
by 1.3 percentage points.

From 2008 to 2010 the CEO poverty rate rose by 1.9
percentage points, roughly equal to the climb in the
official rate. But the similarity in the two poverty rate
increases masks important differences on the income
side of the poverty measure. CEO income is remarkably
more stable than official income; it was essentially
unchanged from 2008 to 2010. From 2010 to 2011,

it rose by 2.5 percent, a somewhat more modest pace
than the 3.0 percent increase in the CEO threshold. This
resulted in a small, but not statistically significant, uptick
in the CEO poverty rate from 2010 to 2011.
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Income, Thresholds, and Poverty Rates, Official and CEO, 2005 - 2011

A. Official Income, Thresholds, and Poverty Rates

Income (Pre-tax Cash) Threshold Poverty Rate
Percentage
Percentage Percentage Point
Year Level Change* Level Change* Level Change*
2005 521,154 $19,806 18.3%
2006 $22,339 5.6% $20,444 3.2% 17.9% -0.3
2007 $24,083 7.8% $21,027 2.9% 16.8% -1.2
2008 $24,896 3.4% $21,834 3.8% 16.8% 0.0
2009 $24,087 -3.2% $21,756 -0.4% 17.3% 0.6
2010 $22,873 -5.0% $22,113 1.6% 18.8% 15
2011 $22,944 0.3% $22,811 3.2% 19.3% 0.5
Percentage Percentage Percentage Point
Change Change Change
2005-2008 17.7% 10.2% -15
2008-2010 -8.1% 1.3% 21
B. CEO Income, Thresholds, and Poverty Rates
Income Threshold Poverty Rate
Percentage
Percentage Percentage Point
Year Level Change* Level Change* Level Change*
2005 $24,332 $24,532 20.3%
2006 $25,711 57% $25,615 4.4% 19.8% -05
2007 $27,108 5.4% $26,979 5.3% 19.8% 0.0
2008 $29,417 85% $28,822 6.8% 19.0% -0.8
2009 $29,483 0.2% $29,265 1.5% 19.7% 0.6
2010 $29,465 -0.1% $30,055 2.7% 20.9% 1.2
2011 $30,195 2.5% $30,945 3.0% 21.3% 0.4
Percentage Percentage Percentage Point
Change Change Change
2005-2008 20.9% 17.5% -13
2008-2010 0.2% 43% 19

11

*Change from prior year.

Source: American Community Survey Public Use Micro Sample as augmented by CEO.

Notes: Official poverty rates are based on the CEO poverty universe and unit of analysis.

Incomes are measured at the 20th percentile and are stated in family size and composition-adjusted dollars. They
are not adjusted for inflation. Differences in poverty rates are measured in percentage points and are taken from
unrounded numbers; those in bold type are statistically significant..
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Figure Il Two illustrates the difference in the income
trends and sheds further light on it by bringing the
earnings data reported in the Introduction’s Table |
One into the picture. The figure measures family-level
earnings, official income (pre-tax cash), and CEO
income, relative to their respective levels in 2008.2°
Each income measure is scaled to equal 100 percent in
that year. Earnings is the simplest of the three income
metrics, consisting of wages, salaries, and income from
self-employment per family. It is highly dependent

on employment trends and thus is closely tied to the
business cycle. In 2010 earnings were 85.4 percent of
their level in 2008. From 2010 to 2011, earnings ceased
their decline.

Pre-tax cash (the official poverty measure’s definition

of income) includes earnings, along with income from
investments and — most importantly in this context —
transfer payments if they take the form of cash. But
interestingly, the time trend for this broader measure is
quite similar to earnings’ trend. Despite the inclusion of
income from public assistance, Supplemental Security
Income (SSI), Social Security, and Unemployment
Insurance in pre-tax cash, the decline in this income
metric from 2008 to 2010 closely tracks the fall in
earnings. Pre-tax cash in 2010 was 91.9 percent of its
2008 level, suggesting that the cash safety net provided
a very modest cushion for low-income families as

the economy was contracting. Paralleling the trend in
earnings, total pre-tax cash income was unchanged from
2010 to 2011.

The stability of CEO income during the economic
downturn is the outlier in the figure, reflecting the extent
to which non-cash resources (such as tax credits and
in-kind benefits) filled the income gap created by the
recession-related decline in earnings. After two years of
economic decline, it stood at 100.2 percent of its 2008
level in 2010. This measure of income then rose to 102.6
percent of its 2008 level in 2011.

If CEO income was so much more stable than the official
income measure, why did the two poverty rates have
similar increases since 20082 The answer is the more
rapid increase in the CEO poverty threshold during the
economic downturn. As Table Il Two indicates, the

25. As in the prior tables, each income measure is stated in family
size and composition-adjusted dollars. Official and CEO incomes are
taken at the 20th percentile of their respective distributions. Earnings
are measured at the 30th percentile. All three measures are stated in
current, not inflation adjusted, dollars.
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FIGURE Il TWO
Comparison of Income Trends, 2005- 2011
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official threshold slipped by 0.4 percent from 2008

to 2009 and edged up by 1.6 percent from 2009 to
2010.2° Reflecting the post-bubble fall-off in housing
expenditures, the growth in the CEO threshold from
2008 onward is considerably slower than its rise from
2005 to 2008. But its increase outpaced the rise in the
official threshold over the next two years, growing by
1.5 percent from 2008 to 2009 and by 2.7 percent from
2009 to 2010. From 2010 to 2011, however, the official
and CEO thresholds grew at similar rates, by 3.2 percent
and 3.0 percent, respectively.

Figure Il Two also illustrates how the trends in various
income measures compare to the growth in the CEO
threshold. By 2010 the CEO poverty threshold stood at
104.3 percent of its 2008 value, illustrating a growing
gap between the threshold and all the income measures,
including CEO income. But that growth is modest
relative to the chasm that would have emerged had CEO
income fallen as rapidly as earnings or official income.

26. The decline in the official poverty threshold from 2008 to 2009 is
due to a rare fall in the Consumer Price Index.



2.2 The Depth of Poverty and Extent of Near
Poverty

The poverty rate is a one-number summary measure.

[t simply tells us what fraction of the population lives
below the poverty threshold. Because it is based on

a binary classification — people are either poor or not
poor — the rate makes no distinction between the poor
who live far below the poverty line and those who live
just under it. By the same token, the poverty rate does
not indicate whether a relatively large share of the non-
poor lives just above the line or far beyond it. These can
be important distinctions. The distance between people
just below and those just above the poverty line may
only be a few dollars, while the distance between the
poorest of the poor and those just below the poverty
threshold can be $20,000 or more.

Table Il Three compares the distribution of the population
by percentages of the poverty threshold under the official
and CEO poverty measures for 2011. For both measures
we classify the population as living below 50 percent, 50
through 74 percent, 75 through 99 percent, 100 through
124 percent, and 125 through 149 percent of the poverty
line. We refer to these categories as degrees of poverty.
Because the two measures’ thresholds differ, the table
provides the corresponding values of the reference
family’s poverty threshold that define each interval.

The table indicates that, although a larger share of

the population lives below 100 percent of the CEO
poverty threshold than the official poverty line, a
smaller share of the population under the CEO measure
is living in extreme poverty, below 50 percent of the
poverty threshold (5.6 percent against 7.9 percent). This
difference is particularly striking given the higher CEO
threshold. At the 50 percent level it equals $15,472,
while 50 percent of the official threshold is only
$11,406. It results from the differences in the measures’
definitions of income. Because the more inclusive CEO
measure accounts for resources omitted in the official
definition of income, it provides a more informative
gauge of the ability of the social safety net to protect
vulnerable families from extreme poverty.

The relatively smaller proportion of the population that is
living below 50 percent of the poverty threshold implies,
of course, that using the CEO measure, a larger share of
the City population lies between 50 through 99 percent
of the poverty threshold than with the official measure.
The table shows that under the CEO measure, 5.7
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percent and 10.0 percent of the population were in

the 50 through 74 percent and 75 through 99 percent
intervals, respectively. The corresponding shares under
the official measure were 5.3 percent and 6.1 percent.

In addition to classifying a larger share of the poor close
to 100 percent of the poverty line, the CEO measure
also places a larger proportion of the non-poor near
poverty. The “near poor” — people who are in the 100
through 124 percent and 125 through 149 percent of
the poverty threshold groups — are 12.9 percent and
11.7 percent, respectively, of the City population with
the CEO measure. Under the official measure, these
two categories contain only 5.8 percent and 5.5 percent
of the population, respectively. A greater share of the
population is near poor using the CEO measure than the
official measure for two reasons. First, the CEO threshold

creates wider income bands; all else equal they would
contain more people. Second, families that lie above, but
close to, the CEO threshold are in the phase-out range

of tax credits and income cutoff points for means-tested
assistance. Their CEO income, therefore, can be less than
their pre-tax cash income, making them more likely to
be near the poverty threshold.

TABLE Il THREE

Distribution of the Population by Degrees
of Poverty, Official and CEO, 2011

A. Official Poverty Measure

Percent of Poverty | Reference Family Cumulative
Threshold Threshold Range Percent Percent
Less than 50 Less than$11,406 7.9% 7.9%
50-74 $11,406-517,107 53% 13.1%
75-99 $17,108-522,810 6.1% 19.3%
100-124 $22,811-528513 5.8% 25.1%
125-149 $28,514-534,216 5.5% 30.6%

B. CEO Poverty Measure

Percent of Poverty | Reference Family Cumulative
Threshold Threshold Range Percent Percent
Less than 50 Lessthans15,472 5.6% 5.6%
50-74 $15,472-523,208 57% 11.3%
75-99 $23,209-530,944 | 10.0% 21.3%
100-124 $30,945-538,680 | 12.9% 34.1%
125-149 538,681 -546,416 | 11.7% 45.8%

Source: American Community Survey Public Use Micro Sample as augmented

by CEO.

Note: Official poverty rates are based on the CEO poverty universe and unit of

analysis.
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Given the similarities in trends in the poverty rates noted
in the prior section, does this finer-grained perspective
reveal differences in the poverty measures’ change over
time? Table Il Four focuses on the rise in poverty from
2008 to 2011 and simplifies Table Il Three’s groupings.
We track the share of population that is below 50
percent, 50 through 99 percent, and 100 through 149
percent of the poverty threshold. The final column in the
table gives the percentage point change in the shares
from 2008 to 2011. The table’s Panel A indicates that,
for the official poverty measure, all of the increases in
this period are statistically significant, including the

1.0 percentage point rise in the share of the population
that is below 50 percent of the poverty threshold. Panel
B reveals that there was also an increase in extreme
poverty using the CEO methodology, of 0.5 percentage
points.?”” While the increases in the poverty rates for the
different degrees of official poverty are fairly similar,

the increase in near poverty using the CEO measure is
notably larger than the uptick in extreme poverty.

TABLE 11 FOUR
Distribution of the Population by Degrees of
Poverty, Official and CEO, 2008 - 2011

(Numbers are Percent of the Population)

Percentage

A. Official Poverty Measure Point Change*

2008 2009 2010 2011 | 2008-2011
Below 50 6.9 7.3 7.7 7.9 1.0
percent
50 through 99 100 111 114 15
99 percent
100 through 9.8 101 10.5 114 15
149 percent
B. CEO Poverty Measure
Below 50 51 48 5.6 5.6 0.5
percent
50 through 139 148 153 15.7 17
99 percent
100 through 220 226 241 246 2.6
149 percent

*Changes are percentage point changes. Those in bold are statistically
significant.

Source: American Community Survey Public Use Micro Sample as augmented
by CEO.

Note: Official poverty rates are based on the CEO poverty universe and unit of
analysis.

27. The difference between the two increases in extreme poverty from
2010 to 2011 is not statistically significant.
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2.3 The Effect of Non-Cash Resources on the CEO
Poverty Rate

The income data reported in Table Il Two indicate that
from 2008 to 2010, pre-tax cash income plunged by 8.1
percent. We noted how the sharp drop in this income
metric closely tracked the recession-related decline

in earnings. Over the same period, CEO income was
essentially unchanged. From 2010 to 2011, the two
income measures continued along different paths.
Official income was unchanged, while CEO income
rose. Clearly, components of CEO income other than
pre-tax cash softened the blow the economic downturn
delivered to low-income families and were responsible
for the rise in income in the latest data. Which income
sources and what programs have had the most important
impact?

The effects of the additional (non-pre-tax cash) income
sources are identified in Table Il Five. The table’s Panel

A reports poverty rates. The first row, labeled “Total

CEO Income,” gives the poverty rate using the full

CEO income measure. This is followed by poverty rates
calculated by omitting one of the non-pre-tax cash
elements of CEO income. The poverty rates that are
based on the omission of an item that adds resources to
CEO income — beginning with the row for the housing
adjustment and ending with the Home Energy Assistance
Program (HEAP) — are higher than the total income

rates. Likewise, the poverty rates that result from leaving
out items that reduce resources — payroll taxes through
medical out-of-pocket expenditures (MOOP) — are lower
than the full resource poverty rate.

The effect of omitting each income element, reported in
the table’s Panel B, is the difference between the poverty
rate without the income element and the full resource
poverty rate. It gauges the percent of the City population
that is moved in or out of poverty by the inclusion of the
item in the CEO definition of income. For example, the
2071 poverty rate that is net of the housing adjustment
to income is 27.5 percent. The difference between this
poverty rate and the total income poverty rate of 21.3
indicates that, all else equal, the housing adjustment
lifted 6.2 percent of the population over the CEO poverty
threshold. (The marginal effect of each income element
in 2011 is also illustrated in Figure Il Three.)



The table provides this information for 2005 to 2011,
and allows us to look at change over time. During these
years the rankings of the marginal effects are quite stable.
The housing adjustment has the largest poverty-reducing
effect in each year, followed by income taxes and Food
Stamps. (The income tax system reduces poverty
because so many low-income tax filers benefit from

tax credits that not only eliminate their tax liability,

but generate refunds that create a net addition to their
after-tax income.) The other poverty-reducing income
elements — school meals, the Supplemental Nutritional
Program for Women, Infants, and Children (WIC), and
HEAP — have relatively minor effects on the Citywide
poverty rate, either because they are narrowly targeted
(WIC) or because their benefit levels are so small (HEAP).

On the other side of the ledger, MOOP consistently

has the largest poverty-increasing effect of the non-
discretionary expenses that reduce family incomes.? This
is followed by payroll taxes (FICA) and commuting costs,
which have notable, and nearly equal, effects. Although

28. The marginal effect for medical out-of-pocket expenditures drops
after 2007. This may be a result of a change in the ACS questionnaire as
well as the implementation of prescription drug coverage for Medicare
enrollees. See Appendix G for more discussion.
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childcare costs can be a considerable drain on a family’s
resources, they are incurred by too small a share of the
total population to have much effect on the Citywide
poverty rate.

The stability of the rankings, however, does not mean
that there were no important changes in these marginal
effects. Income tax programs brought 2.9 percent of the
population out of poverty in 2007, but this effect leapt
to 4.3 percentage points in 2008 and stayed at this level
through 2010. The drop off in the income tax effect in
2011 reflects the expiration of several income tax credit
programs, particularly the Making Work Pay Credit.
However, the change in the income tax effect was offset
by a 2.0 percentage point reduction in the payroll tax
rate. The marginal, poverty increasing, effect of payroll
taxes fell from 2.1 percentage points in 2010 to 1.8
percentage points in 2011. The increasing importance
of Food Stamps also began in 2007, rising from 1.8
percentage points in that year to 3.6 percentage points
in2011.

NYC Center for Economic Opportunity nyc.gov/ceo



16 The CEO Poverty Measure, 2005 - 2011

TABLE Il FIVE
Marginal Effects of Non-Cash Resources on CEO Poverty Rates, 2005 - 2011

(Numbers are Percent of the Population)

2005 2006 2007 2008 2009 2010 2011
A.Poverty Rates
Total CEO Income 203 198 198 19.0 19.7 20.9 213
Net of:
Housing Adjustment 255 25.2 254 24.6 255 26.4 27.5
Income Taxes 233 22.7 22.7 233 24.0 252 24.9
Food Stamps 223 218 21.6 21.2 22.3 244 249
School Meals 20.9 20.4 203 19.6 20.2 21.4 21.8
WIC 20.4 19.9 19.9 191 19.7 21.0 213
HEAP 203 19.8 19.8 19.0 19.7 209 213
FICA (Payroll Taxes) 185 17.6 17.7 17.0 17.6 188 195
Commuting 19.0 184 18.1 175 18.0 19.2 195
Childcare 20.1 195 19.6 188 19.5 20.6 211
MOOP 16.9 163 159 158 16.5 18.1 183
B. Marginal Effects
Housing Adjustment -5.2 -5.4 -5.6 -55 -5.8 -55 -6.2
Income Taxes -3.0 -2.9 -2.9 -4.3 -4.3 -4.3 -3.6
Food Stamps -2.0 -2.0 -1.8 -2.1 -2.7 -35 -3.6
School Meals -0.6 -0.6 -0.5 -0.6 -0.5 -0.5 -0.5
WIC -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1
HEAP 0.0 0.0 0.0 0.0 0.0 0.0 0.0
FICA (Payroll Taxes) 1.8 2.2 21 2.0 2.0 2.1 1.8
Commuting 13 1.4 1.7 15 1.7 1.6 1.7
Childcare 0.2 03 0.2 0.2 0.2 03 0.2
MOOP 34 35 3.9 3.2 3.2 28 29

Source: American Community Survey Public Use Micro Sample as augmented by CEO.

NYC Center for Economic Opportunity nyc.gov/ceo
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FIGURE Il THREE
Marginal Effects of Income Elements on CEO Poverty Rate, 2011
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Source: American Community Survey Public Use Micro Sample as augmented by CEO.
Note: See Chapter | for definition of resources.

The growing effectiveness of tax credits and the Food
Stamp programs are further explored in Chapter Five.?’
Before turning to these issues, the next chapter explores
how poverty rates have changed across demographic
groups and the City’s five boroughs. This is followed by
a comparison of poverty measures in New York City to
similar measures for the United States.

29. Table Il Five also indicates a jump in the effect of the housing
adjustment from 2010 to 2011. Unlike the changes we have noted

for tax programs and Food Stamps, this does not appear to be driven
by any change in policy. Rather, as we note in Appendix C, it is a
reflection of several factors including a greater share of the population
participating in means-tested housing programs in the 2011 versus the
2008 Housing and Vacancy Surveys.

NYC Center for Economic Opportunity nyc.gov/ceo
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CHAPTER Il
CEO Poverty RATES IN DEMOGRAPHIC
DetaiL, 2005 - 2011

As noted in Chapter One, CEO employs the American
Community Survey as our principal data set because

it provides a large annual sample of New York City
residents, allowing us to track poverty rates for key
population groups. This chapter reports poverty rates
by demographic characteristic, family composition,
work experience, and borough over the 2005 to 2011
period. Where they are statistically significant we

note differences between groups, such as the disparity
between poverty rates by race and Hispanic ethnicity.
The chapter’s text and tables also note changes over
time. By and large the pattern of change for sub-groups
of the City’s population parallels the changes described
in Chapter Two. Poverty rates fall from 2005 to 2008,
then rise in the context of a weak labor market. Because
so few of the changes from 2010 to 2011 are statistically
meaningful, we focus on changes in poverty rates
between 2008 and 2011. (Where there are significant
changes from 2010 to 2011, they are noted in the text.)
Table 11l One provides poverty rates by demographic
characteristic. Table Ill Two reports poverty rates by
family composition and work experience. Poverty rates
by borough are given in Table Il Three. Statistically
significant changes are identified in the tables with
bold type. The final column of each of the tables’ rows
provides context by giving the sub-group’s share of the
Citywide population.

3.1 Poverty Rates by Demographic Characteristic
of the Individual

When they are statistically significant, changes in
poverty rates from 2005 to 2008 and 2008 to 2011
almost always follow the cyclical pattern evident in
the Citywide poverty rate. One exception was a rise in
poverty among working age adults with some, but less
than full-time, year-round work, which rose during the
economic expansion. All the statistically significant
changes in poverty rates between 2008 and 2011 have
been increases.

Poverty Rates by Gender: Females are more likely to live
in poverty than males. In 2011, for example, the poverty
rate for female New Yorkers was 22.2 percent while it
stood at 20.2 percent for their male counterparts. Both
male and female poverty rates declined from 2005

to 2008, by 1.1 percentage points and 1.4 percentage
points, respectively. From 2008 to 2011, both male and
female poverty rates rose, by 2.3 percentage points for
males and by 2.2 percentage points for females.

Poverty Rates by Age: Children are poorer than adults.
In 2011, the poverty rate for children under 18 was 24.7
percent, significantly higher than the 19.9 percent rate
for working-age (18 through 64 years of age) adults and
the 22.4 percent rate for elderly (65 and older) adults.
All three age groups experienced poverty rate declines
from 2005 to 2008. From 2008 to 2011, the poverty
rate for children and working-age adults increased

by 1.6 percentage points and 3.0 percentage points,
respectively.

Poverty Rates for Children by Presence of Parent:
Children in single-parent families are almost twice as
likely to be in poverty as children living in a two-parent
family, 34.7 percent versus 18.7 percent in 2011. The
poverty rate for children living with two parents fell
from 2005 to 2008, while the poverty rate for children
living with only one parent did not decline over this
period. Since 2008 the poverty rate for children in two-
parent families increased by 3.2 percentage points. The
poverty rate for children in single-parent families was
unchanged.

Poverty Rates by Race/Ethnicity: In 2011, the poverty
rate for Non-Hispanic Whites was 15.4 percent, the
lowest rate of any major race/ethnic group in the City.
Non-Hispanic Blacks have the City’s next lowest poverty
rate, 21.4 percent in 2011. The poverty rates for Non-
Hispanic Asians and Hispanics are statistically equivalent
and are the City’s highest, at 26.5 percent and 25.3
percent, respectively in 2011.

From 2005 to 2008, poverty rates declined for Non-
Hispanic Whites (by 1.6 percentage points) and for
Hispanics (by 2.0 percentage points). The poverty rates
for Non-Hispanic Whites, Non-Hispanic Asians, and
Hispanics rose from 2008 to 2011, by 2.2 percentage
points, 4.1 percentage points, and 1.8 percentage points,
respectively. Throughout the 2005 to 2011 period,

the poverty rate for Non-Hispanic Blacks has been
remarkably stable.

NYC Center for Economic Opportunity nyc.gov/ceo
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Race/Ethnicity

Race/Ethnicity categories are constructed as follows:
First, individuals are categorized by Hispanic ethnicity
into Non-Hispanic and Hispanic ethnic groups; Non-His-
panic individuals are then categorized by race. We use
three racial categories: White, Black, and Asian. Each
only includes persons who identify themselves as mem-
bers of one racial group. This sorting of the population
omits 2.5 percent of the City population that is Non-
Hispanic and multi-racial or Non-Hispanic and a member
of some other race, such as Native American. We omit
this residual category from Table Il One.

Poverty Rates by Nativity/Citizenship: The 2011

poverty rate for non-citizens was 28.9 percent, which is
significantly higher than poverty rates for both citizens
by birth (19.7 percent) and naturalized citizens (19.1
percent). During the 2005 to 2008 economic expansion,
only citizens by birth recorded a decline in poverty (of
1.3 percentage points). From 2008 to 2011, citizens by
birth and non-citizens experienced poverty rate increases
of 2.1 and 4.2 percentage points, respectively.

Poverty Rates for Persons 18 through 64 by Educational
Attainment: For working age adults, the probability of
being in poverty is inversely proportional to educational
attainment. Those with less than a high school education
are over three times more likely to be in poverty than
those with a bachelor’s degree or higher (31.8 percent
against 9.4 percent). The 2011 poverty rates for those
with a high school degree and some college fell between
these two extremes, at 24.6 percent and 16.7 percent,
respectively.

Poverty rates by educational attainment were unchanged
from 2005 to 2008. From 2008 to 2011, poverty rates
rose for working age adults with only a high school
degree (by 5.4 percentage points), those with some
college (by 3.1 percentage points), and those with at
least a bachelor’s degree (by 1.8 percentage points).

NYC Center for Economic Opportunity nyc.gov/ceo

Poverty Rates for Persons 18 through 64 by Work
Experience: Poverty rates vary markedly by work
experience. In 2011 the poverty rate for non-elderly
adults that worked full-time, year-round was 7.5 percent;
for those with no work it stood at 38.7 percent. Working
age adults with some work had a poverty rate of 24.4
percent. Working age adults with some work was the
only category whose poverty rate rose (3.0 percentage
points) during the 2005 to 2008 economic expansion.
All three work experience groups saw statistically
significant increases from 2008 to 2011. The poverty rate
for full-time, year-round workers rose by 1.2 percentage
points; the poverty rate for non-elderly adults with some
work rose by 1.7 percentage points; and the poverty rate
for those with no work rose by 2.4 percentage points.
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TABLE 11l ONE
CEO Poverty Rates for Persons, by Demographic Characteristic, 2005 - 2011

(Numbers are Percent of the Population)

Year Percentage Point Change Group
Share of
2005 2006 2007 2008 2009 2010 2011 | 2005-2008 2008-2011 | 2011 Pop.

Total New York City 203 19.8 198 19.0 19.7 20.9 213 -13 2.2 100.0
Gender
Males 19.0 18.5 183 17.9 18.7 19.7 20.2 -1.1 23 475
Females 215 21.0 21.2 20.1 20.5 21.9 222 -14 2.2 525
Age Group
Under 18 25.0 25.0 25.2 231 238 25.6 247 -1.9 1.6 219
18 through 64 17.8 173 17.4 16.9 17.7 193 19.9 -0.9 3.0 66.2
65 and Older 24.1 22.7 22.5 227 22.3 211 224 -1.5 -03 12.0
Children (under 18), by Presence of Parent
One Parent 36.7 377 37.8 355 387 373 347 -1.3 -0.7 37.0
Two Parents 17.4 17.0 176 156 157 19.0 18.7 -1.8 3.2 63.0
Race/Ethnicity
Non-Hispanic White 148 14.0 14.2 13.2 13.6 15.4 15.4 -1.6 2.2 33.0
Non-Hispanic Black 20.6 21.6 20.5 20.8 211 215 21.4 0.1 0.7 22.7
Non-Hispanic Asian 234 240 255 224 246 26.1 26.5 -11 4.1 128
Hispanic, Any Race 255 238 243 235 241 24.6 253 -2.0 1.8 289
Nativity/Citizenship
Citizen by Birth 19.0 18.4 186 17.7 182 19.9 19.7 -1.3 21 62.5
Naturalized Citizen 18.6 18.0 18.2 18.2 183 17.8 19.1 -0.4 0.9 19.6
Not a Citizen 26.6 26.3 255 247 26.6 27.5 28.9 -1.9 4.2 17.9
Working Age Adults (18 through 64), by Educational Attainment!
Less than High School 31.8 29.9 298 29.8 303 31.2 31.8 -1.9 2.0 18.2
High School Degree 20.1 20.7 21.0 19.2 211 231 24.6 -0.9 54 25.6
Some College 14.1 135 14.5 13.6 14.9 15.6 16.7 -0.5 31 20.8
Bachelor's Degree or 7.2 6.9 6.9 7.6 7.6 9.2 9.4 0.3 1.8 354
Higher
Working Age Adults (18 through 64), by Work Experience in Past 12 Months!?
Full-Time, Year-Round 6.4 6.5 6.7 6.3 6.7 7.1 7.5 -0.1 1.2 53.1
Some Work 19.7 19.9 20.4 227 221 235 24.4 3.0 1.7 22.6
No Work 375 36.6 36.4 36.3 36.6 381 387 -1.2 24 243

1. Category excludes people enrolled in school.

2. A change in the 2008 ACS questionnaire regarding work experience affects the comparability of estimates for 2008 and after with those for prior years.
See text for definition of work experience categories.

Source: American Community Survey Public Use Micro Sample as augmented by CEO.

Notes: Differences are taken from unrounded numbers; those in bold type are statistically significant. Shares may not sum to 100 percent due to rounding
error or exclusion of small sub-groups in the population.
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3.2 Poverty Rates by Family Characteristic

Table 11l Two provides poverty rates for persons based
on the characteristics of the family unit in which they
live. As described in Appendix A, “Family,” from the
perspective of the CEO poverty measure, is a broader
concept than that used in the official poverty measure
(persons who live together and are related by blood,
marriage, or adoption). The CEO “Family” is the “Poverty
Unit,” persons living together who share costs and
resources. This includes related persons, but extends to
unmarried partners, their children, and other persons
we believe to be economically dependent on other
members of the household even if they are not kin.
(See Appendix A.)

Panel A in Table Ill Two begins by categorizing people as
living in families headed by a husband-wife/unmarried
partner or in a single-head family. A third category is
unrelated individuals. Each family-type category includes
everyone that is a member of the family. If a husband
and wife have two children and two in-laws living with
them, for example, then all six family members would

be characterized as living in a husband-wife/unmarried
partner family. Single heads are “householders” who do
not have a spouse or unmarried partner but are living in
families, for instance, a single mother with her children.*
Within each of these family types we distinguish
between those that do or do not include children under
18. Because they have been a particular focus of public
policy, we also provide the poverty rates for members of
single-mother families (households headed by a single
female with children under 18) as well as members of all
families with children under 18 regardless of the number
of parents in the family.

Not everyone is in a family or poverty unit with other
persons. Unrelated individuals are people that do not
have family members in their household. This would
include persons that live alone (the typical case) and
some persons living with others, such as roommates or
boarders, who we treat as economically independent
from the people they live with. Unrelated individuals are
one-person poverty units.

Table 11l Two is organized in a similar fashion to Table III
One, reporting poverty rates, the change in the poverty
rate, and the group share of the population. The changes
in the poverty rates from 2005 to 2008 and 2008 to 2011
in Table Il Two are also consistent with the Citywide

30. The householder is typically the person in whose name the
dwelling is owned or rented.

NYC Center for Economic Opportunity nyc.gov/ceo

pattern. From 2005 to 2008 all the statistically significant
changes are declines, with the exception of persons
living in families with the equivalent of less than one full-
time, year-round worker. All the statistically meaningful
changes in the poverty rate from 2008 to 2011 are
increases.

Husband-Wife/Unmarried Partner: In 2011, the poverty
rate for persons living in husband-wife/unmarried partner
families without children under 18 was the lowest of any
family type described in Panel A, 13.3 percent. The 2011
poverty rate for husband-wife/unmarried partner families
with children was higher at 17.8 percent. Both husband-
wife/unmarried partner family types experienced an
increase in poverty between 2008 and 2011, with the
former group rising by 1.3 percentage points and the
latter by 3.5 percentage points.

Single Head: The poverty rate for single-headed
households with no child under 18 was 19.8 percent in
2011, well below the 30.9 percent rate for single-headed
households with children and the 32.6 percent poverty
rate for families in which the single parent is female.*'
Single mother families experienced a statistically
significant decline in poverty, of 2.9 percentage points,
from 2005 to 2008. Single-head households without
children under 18 saw their poverty rate rise by 3.7
percentage points from 2008 to 2011. Much of that
increase was due to the rise in the group’s poverty rate
from 2010 to 2011. Although the 2011 poverty rate for
persons living in single-headed families with children
was statistically unchanged from 2008, this group did
experience a 2.5 percentage point fall in its poverty rate
from 2010 to 2011.

All Families with Children: The 2011 poverty rate for
persons living in a family with children (a group that
includes nearly half the City’s population) was 22.4
percent. The trend in this group’s poverty rate has been
U-shaped. From 2005 to 2008, its poverty rate decreased
by 2.1 percentage points. But this was mirrored by an
increase of equal magnitude from 2008 to 2011.

Unrelated Individuals: Individuals in one-person
“family” units are another high poverty group. In 2011,
well over one quarter of this group was poor (28.5
percent). Unrelated individuals did not experience a
decline in their poverty rate from 2005 to 2008. But from
2008 to 2011 their poverty rate rose by 2.8 percentage
points.

31. Some 85 percent of single parent families are single mother
families.
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Work Experience of Family: Panel B in Table 11l Two
groups individuals by the work experience of the family
in which they reside. (Work Experience of Family
categories are defined in the accompanying text box.)

Poverty rates are steeply graded by levels of work
activity, ranging from 4.9 percent for families with the
equivalent of two full-time, year-round workers, to 52.0
percent for persons in families with no work in 2011.
However, even a considerable level of work does not
always spare people from poverty. Consider the one-
fourth of the City’s population that lives in a family with
the equivalent of one full-time, year-round worker; in
2011, over one-in-six (17.3 percent) of persons in this
category were poor.

Of the five work experience categories, two experienced
a statistically significant change from 2005 to 2008: less
than one full-time, year-round (a 4.1 percentage point
increase) and no work (a 2.1 percentage point decline).
Poverty rates rose from 2008 to 2011 for persons living
in families with the equivalent of two full-time, year-
round workers (by 0.9 percentage points) and in families
with the equivalent of one full-time and one part-time
worker (by 1.8 percentage points).

Work Experience of Family

Work Experience of Family categories are constructed
by summing the number of hours worked in the prior 12
months by persons 18 and older for each family. Fami-
lies with over 3,500 hours of work are labeled as having
the equivalent of “Two Full-Time, Year-Round Workers!
Families with 2,341 through 3,499 hours are labeled
“One Full-Time, Year-Round and One Part-Time Worker”
Families with at least 1,750 through 2,340 hours are
identified as “One Full-Time, Year-Round Worker” Fami-
lies with at least one hour of work, but less than 1,750
hours, are called “Less than One Full-Time, Year-Round
Worker! And finally, there are families that have “No
Work!

NYC Center for Economic Opportunity nyc.gov/ceo
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3.3 Poverty Rates by Borough
The poverty rate in the Bronx is the highest in the City at

Chapter III: CEO Poverty Rates in Demographic Detail, 2005 - 2011 25

26.0 percent in 2011. Brooklyn, with a poverty rate of

23.9 percent in that year, has the second highest poverty

rate. These two boroughs are followed by Queens (21.1
percent), Staten Island (15.3 percent), and Manhattan

(14.7 percent). Manhattan was the only borough that saw

a decline in its poverty rate (of 2.0 percentage points)
from 2005 to 2008. From 2008 to 2011, poverty rates
rose for Brooklyn (by 1.6 percentage points), Queens
(by 4.8 percentage points), and Staten Island (by 3.9

percentage points).

TABLE 11l THREE

CEO Poverty Rates by Borough, 2005 - 2011

(Numbers are Percent of the Population)

This pattern of change has lowered the Manhattan
poverty rate relative to Queens. In 2005 the two
boroughs had statistically similar poverty rates. In
2071 Manhattan’s rate was significantly lower than
that of Queens. In 2005 Staten Island was the least
poor borough in the City. By 2011 its poverty rate was
statistically equivalent to Manhattan’s. The poverty rate
in the Bronx has remained stable from 2005 to 2011.

Year Percentage Point Change Borough Share
2005 2006 2007 2008 2009 2010 2011 | 2005-2008  2008-2011 of 2011 Pop.
Bronx 27.2 26.0 24.9 26.2 255 25.6 26.0 -1.0 -0.1 16.7
Brooklyn 237 236 24.1 22.3 231 24.4 239 -13 1.6 309
Manhattan 15.8 14.8 14.4 13.8 13.6 145 147 -2.0 0.9 19.1
Queens 17.3 17.0 17.3 16.4 17.6 20.0 21.1 -1.0 48 275
Staten Island 12.2 123 127 11.4 147 135 153 -0.8 39 57

Source: American Community Survey Public Use Micro Sample as augmented by CEO.

Notes: Differences are taken from unrounded numbers; those in bold type are statistically significant.
Shares may not sum to 100 percent due to rounding error.
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CHAPTER 1V:
ALTERNATIVE POVERTY MEASURES IN THE U.S.
AND NEw YoRrk CiTy

As the Introduction noted, CEO made a number of
revisions to our methodology in light of the development
of the Federal Supplemental Poverty Measure (SPM). The
revisions make use of recent research to improve our
measure.*? Another important motive is to make the CEO
poverty rates more comparable to those provided by the
Census Bureau’s new approach. Numbers become more
meaningful when they are given context; now we can
compare our portrait of poverty in the City to a U.S.-
wide picture.

This chapter compares some of the principal findings

in the Census Bureau’s most recent report on the
Supplemental Poverty Measure with our findings for New
York City. The Bureau’s report provided comparisons
between the new SPM and the official poverty rates

for the U.S., much as we have done with the CEO
measure in Chapters | and Il. We find that the pattern of
differences between the official and National Academy
of Sciences (NAS)-style poverty rates in the nation and
the City are quite similar. Changes in the SPM and CEO
poverty rates from 2010 to 2011 are also alike. The only
notable difference between the CEO and SPM estimates
lies in the absolute magnitude of their differences from
the official measure. This is primarily a result of the
geographic adjustment of the CEO poverty threshold. For
2011, the CEO threshold is $30,945 while the U.S.-wide
SPM threshold is $24,999.

4.1 Poverty Rates by Age Group

Given the focus that policymaking has had on children,
differences in poverty rates by age group are a
particularly important set of comparisons. Table IV One
provides 2011 poverty rates by age using the official and
NAS-style measures. Panel A reports these for the U.S.*?

32. See Appendices for details.

33.The U.S.-level poverty rates cited in this chapter are taken from
Short, Kathleen. The Research Supplemental Poverty Measure: 2011.
U.S. Bureau of the Census. November 2012. Available at: www.
census.gov/hhes/povmeas/methodology/supplemental/research/Short_
ResearchSPM2011.pdf

The table’s Panel B provides the New York City data.
Differences between the official and SPM measures

for the nation and differences between the official and
CEO measures for the City follow the same pattern. The
poverty rates for the total population using the alternative
measures exceed the poverty rates using the official
measure. For the U.S., the difference is 1.0

percentage points while the City’s difference is

2.0 percentage points.

Another important difference between the official and
alternative poverty measures — common to the City

and the nation — is that, despite the higher poverty rate
overall, the alternative measures yield poverty rates for
children that are below the official poverty rates. The
U.S. SPM poverty rate for children is 18.1 percent, 4.2
percentage points below the official rate of 22.3 percent.
The New York City CEO poverty rate for children is 24.7
percent, 4.0 percentage points below the official rate of
28.7 percent. The lower poverty rate for children using
the NAS-style poverty measures is a result of their more
inclusive account of resources. The alternative measures
capture the effect of tax credits and in-kind benefits,
many of which are targeted toward families with
children.?*

Poverty is also markedly more prevalent among the
elderly using the two NAS-style measures than it is
under the official measure. This is primarily a result of
the alternative measures’ deduction of medical out-of-
pocket expenditures (MOOP) from their measure of
income. Without this deduction the NAS-based measures
would yield poverty rates that are quite close to those
from the official measure. For the U.S. SPM, the poverty
rate for persons 65 and older would be 8.0 percent in
2011, close to the 8.7 percent derived from the official
methodology. For the CEO measure, the 2011 elderly
poverty rates net of MOOP is 17.1 percent while the
official poverty rate is 17.5 percent.*

34. Although the SPM and CEO poverty rates for children are lower
than the official rates, both the SPM and CEO child poverty rates
exceed those of working age and elderly adults.

35. See Short, Table 3A, and Appendix H in this report for details about
our model for estimating MOOP and for the impact of MOOP on the
poverty rate.
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TABLE IV ONE
Comparison of Poverty Rates by Age Group
Using Different Measures, 2011

(Numbers are Percent of the Population.)
A.United States

Percentage
Point
Official SPM Difference
Total 151 16.1 1.0
Under 18 22.3 181 -4.2
18 through 64 137 155 18
65 and Older 8.7 151 6.4
B. New York City
Percentage
Point
Official CEO Difference
Total 193 213 2.0
Under 18 28.7 24.7 -4.0
18 through 64 16.5 19.9 34
65 and Older 175 22.4 49

Sources: U.S. Bureau of the Census and American Community Survey Public
Use Micro Sample as augmented by CEO.

Note: Differences are measured in percentage points and are taken from
unrounded numbers; those in bold type are statistically significant.

4.2 Extreme Poverty

In Chapter Two we noted that the proportion of the
population living in extreme poverty (below 50 percent
of the poverty line) is smaller under the CEO poverty
measure than it is with the official measure. Table IV
Two reports extreme poverty rates for the U.S. and New
York City by age. For the nation, as for the City, a smaller
fraction of the population is in extreme poverty using
the alternative poverty measure. For the U.S. as a whole
the difference is 1.5 percentage points, not unlike the
2.3 percentage point difference in New York City. The
pattern of differences across the age groups is also quite
similar. For the nation and the City, the largest difference
between the official and alternative measures of extreme
poverty is for children, 5.2 percentage points and 7.6
percentage points, respectively. Differences between the
measures for working age adults are more modest: 0.8
percentage points for the U.S. and 1.1 percentage points
for New York City.

This pattern of lower rates of extreme poverty with the
alternative measures, however, is reversed for the elderly.
The alternative measures find a higher incidence of
extreme poverty for persons 65 and older than do the
official measures. For the U.S., the SPM extreme poverty
rate is 2.0 percentage points above the official rate. For
the City, the CEO extreme poverty rate for the elderly is
0.9 percentage points above the official rate.

NYC Center for Economic Opportunity nyc.gov/ceo

TABLE IV TWO
Comparison of Extreme Poverty Rates by
Age Group Using Different Measures, 2011

(Numbers are Percent of the Population.)
A.United States

Percentage
Point
Official SPM Difference
Total 6.7 5.2 -15
Under 18 10.3 51 -5.2
18 through 64 6.3 55 -0.8
65 and Older 2.3 43 20
B. New York City
Percentage
Point
Official CEO Difference
Total 7.9 5.6 -2.3
Under 18 128 5.2 -7.6
18 through 64 7.1 59 -11
65 and Older 35 4.4 0.9

Sources: U.S. Bureau of the Census and American Community Survey Public
Use Micro Sample as augmented by CEO.

Note: Differences are measured in percentage points and are taken from
unrounded numbers; those in bold type are statistically significant.

4.3 Changes in the SPM and CEO Poverty Rates,
2009-2011

The Census Bureau’s report provides poverty rates for
2009-2011. Table IV Three reproduces the Bureau’s
estimates for these years along with comparable data

for New York City. From 2009 to 2011, the SPM rose

by 0.9 percentage points, while the CEO poverty rate
climbed by 1.6 percentage points. Poverty rates derived
from these measures increased by 0.9 percentage points
for children in the U.S. and by 0.8 percentage points for
children in New York City (though the latter number was
not statistically significant). For working age adults the
poverty rates increased (1.0 percentage points in the U.S.
and 2.2 percentage points in New York City). Changes
in the poverty rates for the elderly were not statistically
significant in either the nation or the City.
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TABLE IV THREE
Change in Poverty Rates, U.S. SPM and NYC CEO,
2009-2011

(Numbers are Percent of the Population.)
A.United States, SPM

Percentage
Point Change
2009 2010 2011 2009-2011

Total 15.2 16.0 16.1 0.9
Under 18 17.2 18.0 181 0.9
18 through 64 145 15.2 155 1.0
65 and Older 14.9 15.8 151 0.2

B. New York City, CEO

Percentage
Point Change
2009 2010 2011 2009-2011

Total 19.7 20.9 213 1.6
Under 18 238 25.6 247 0.8
18 through 64 17.7 193 19.9 2.2
65 and Older 223 21.1 224 0.1

Sources: U.S. Bureau of the Census and American Community Survey Public Use
Micro Sample as augmented by CEO.

Note: Changes are measured in percentage points and are taken from unrounded
numbers; those in bold type are statistically significant.

At the time of writing, the Census Bureau’s Supplemental
Poverty Measure remains a research project. Its initial
reports have been limited in scope and detail. The SPM,
furthermore, cannot be released at the same time as the
official poverty rate because the Census Bureau and
Bureau of Labor Statistics lack the resources to move
the measure to full production mode. Perhaps the most
serious limitation of the Census Bureau’s work, from the
perspective of New York City, is its lack of geographic
specificity. Its 2012 report included state-level SPM
poverty rates using a three-year moving average of

data from the Current Population Survey. But as the
report noted, Census recommends use of the American
Community Survey (ACS) for state and sub-state poverty
estimates. Until Census has the capacity to extend

the SPM to the ACS, there will be few opportunities

to compare poverty in New York City with poverty in
other major cities in the nation. These limitations are

a consequence of Congress’s failure to provide the
necessary funding.*® The several million dollars that are
required to enhance a major improvement in one of the
nation’s most important social indicators would be a
wise investment.

36. Short, Kathleen. The Research Supplemental Poverty Measure:
2011. U.S. Bureau of the Census. November 2012.
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CHAPTER V:
Povricy AFrects POVERTY

Chapter Il noted the increased effect of income tax
credits and the Food Stamp program on the CEO
poverty rate since 2008. The larger effects were not

only a reflection of an increase in program participation
due to the economic downturn; they also resulted

from deliberate policy choices. In response to the
nationwide recession in late 2007, Federal policymakers
took a variety of initiatives to stimulate the economy.
These included programs that promoted consumer
spending by directly bolstering family incomes. Often
the initiatives targeted families that already were, or
were in danger of becoming, poor. The expansion of
Unemployment Insurance benefits, new and increased
tax credit programs, and an increase in Food Stamp
benefit levels fall into this category. With the exception
of Unemployment Insurance, none of these income-
supporting programs are reflected in the official poverty
measure. Their absence explains why there was a sharp
decline in pre-tax cash income from 2008 to 2010

(the resource measure used in the official poverty rate)
while income in CEO’s more inclusive definition (which
accounts for all these programs) did not fall. The different
trajectories of these two measures of income are also
evident in the most recent data; from 2010 to 2011, pre-
tax cash income was statistically unchanged, while CEO
income rose by 2.5 percent.’’

The purpose of this chapter is to measure the extent to
which the expansion of the tax credit and Food Stamp
programs offset what would have otherwise been a much
sharper drop in income and an even more dramatic
increase in the poverty rate. We do this by creating
estimates of what Food Stamp benefits and tax programs
would have contributed to family income in the absence
of the new policies. These hypothetical (what would
have happened) estimates can be compared against what
actually did happen, allowing us to isolate the policy
effects.

The first section of the chapter begins with an overview
of the tax policy changes in the Bush and Obama
stimulus programs. It then isolates the effect of the new
tax credit programs. A second section measures the effect
of the increased Food Stamp benefit levels and the City’s
outreach effort. Next, we compare estimates of CEO
income absent the influence of the new policies against
actual CEO income. We find that at the 20th percentile,
CEO income would have fallen by 2.1 percent from

37. See Table Il Two.

Chapter V: Policy Affects Poverty 31

2008 to 2010 without the new policies. Over the

same period, actual CEO income held steady from
2008 to 2010 and then rose from 2010 to 2011 by 2.5
percent. The difference in these income trends creates

a much steeper rise for a hypothetical CEO poverty rate
compared against the actual one; had it not been for the
policy initiatives, the New York City poverty rate would
have reached 23.6 percent in 2011 rather than 21.3
percent.

5.1 Measuring the Effects of New and Expanded
Tax Credits

In February 2008, President Bush signed the Emergency
Economic Stimulus Act. The act included or extended
three income tax initiatives relevant to our poverty
measure:

 The Economic Recovery Tax Rebate (Recovery Rebate),
which provided up to $1,200 to married couple filers
and $600 to individual filers. The Recovery Rebate was
given to everyone that completed a 2007 tax return.*®

¢ An additional standard deduction for real estate taxes
that allowed filers to increase their standard deduction
by the amount they pay in state and local property
taxes, by up to $1,000 for married couple filers and
$500 for single filers.

* A lower minimum income eligibility threshold for the
Additional Child Tax Credit.

A year later, President Obama signed the American
Recovery and Reinvestment Act (ARRA). The ARRA
included:

e A continuation of the standard deduction for real estate
taxes and a further expansion of the Additional Child
Tax Credit.

* The establishment of a Making Work Pay (MWP) tax
credit that provides a refundable $800 credit per
worker, designed to offset payroll taxes in 2009 and
2010.

* An Economic Recovery Payment (ERP): a one-time
$250 payment in 2009 to recipients of Social Security,
Supplemental Security Income, Railroad Retirement
benefits, and veteran’s disability compensation.

e An expansion of the Earned Income Tax Credit (EITC)
to include a third tier of benefits for families with three
or more children. In addition, the maximum income
for married couples to remain eligible for the credit
increased.

38. The CEO tax model assumes that all rebates were received in 2008.
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* A change in college tuition tax credits to make them
partly refundable.

The ARRA was followed by the Tax Relief Act of 2010
and Job Creation Act of 2010. This legislation extended
the Child Care, Child Tax, Refundable Child Tax, and
EITC expansions through 2012. The MWP credit was
allowed to expire at the end of 2010. In its place all
wage and salary earners received a Payroll Tax Cut
(PTO), a two percentage point reduction in their FICA
payroll tax rate. The 2010 income tax extensions were
either made permanent or continued to 2017 under the
American Taxpayer Relief Act (ATRA) of 2012. The PTC,
however, expired at the end of 2012.

To illustrate the connection between tax policy and the
poverty rate we focus on low-income tax filers — those
with Federal adjusted gross income (AGI) no higher than
$50,000 — that have dependents. Table V One shows
mean tax program amounts for the roughly 790,000 filers
in this group.*® Panel A, labeled “Actual,” contains CEO
estimates for the years 2007-2011 and the percentage
change over that time period. Panel B, labeled
“Hypothetical,” shows what the mean values would
have been absent the changes in tax policy from 2008
through 2011, and the percentage change from actual
2007 to hypothetical 2011. Both panels show specific
tax programs as well as a summary of tax liabilities and
credits.

The average, per filer, addition to income after credits
are applied against liabilities is found on the line, “Net
Income Tax Effect.” The total value of gains from net
taxes across all filers is shown in the next line, “Sum of
Net Income Tax Effect.” The last two lines of each panel,
“FICA Mean” and “FICA Total,” illustrate the effect of
the PTC implemented in 2011. Panel A shows the mean
and total FICA payments after the tax cut, while Panel

B shows what FICA payments would have been in the
absence of a payroll tax cut.

The panels begin with Federal, State, and City Earned
Income Tax Credits (EITC). The values in the panels
diverge in 2009 as changes in EITC policy occur. Over
the five years displayed in Panel A, the Federal EITC grew

39. This is the number of filers estimated by CEO for 2011. Means are
the total value of the tax item for this group of filers divided by number
of filers in this group.

NYC Center for Economic Opportunity nyc.gov/ceo

by 31.2 percent. Because they are percentages of the
Federal Credit, the State and City EITC grew at a nearly
identical pace. The remaining rows in the panel highlight
other tax initiatives in this time period. The Making Work
Pay credit, for example, generated an average tax credit
of $464 in 2010.

The “Summary of Tax Effect” portion of Panel A makes
two key points. First, tax liabilities declined as incomes
shrank in the economic downturn. Second, the total of
Federal, State, and City tax credits increased as stimulus
programs responded to the decline in income. Total
credits expanded by 28.6 percent from 2007 to 2011,
and the Net Income Tax Effect increased by 60.3 percent.
The only decline in credits occurred at the City level as
a result of a decrease in the School Tax Credit (STAR) in
2009. Panel B shows what would have happened absent
the tax policy changes that began in 2008. A smaller
EITC combined with a lack of other stimulus credits
generates a growth of only 20.5 percent in the Net
Income Tax Effect.

A final difference between the actual and the
hypothetical scenario is the amount of FICA taxes owed.
The annual FICA tax payment is, on average, $418 less
for taxpayers after the FICA cuts were implemented

in 2011 ($1,318 for actual compared to $1,736 for
hypothetical). The sum of FICA payments in Panel A
(roughly $1 billion) is $323 million less than the sum in
Panel B (over $1.3 billion).*°

Tax credits under the stimulus program did not simply
become more generous. The new policies also raised
income eligibility ceilings in several cases, increasing the
pool of filers who could claim the credit. Unemployed
filers are not eligible for the wage-based EITC, but raising
the income limit to claim the credit makes the EITC
available to a greater number of wage earners. We see
this effect in the Addendum to Table V One. The loss of
filers who could no longer qualify for the EITC because
they were jobless was more than offset by the increase

in newly eligible EITC claimants near the top of the
$50,000 AGI range.

40. FICA payments in Table V One are shown with a negative sign to
indicate they are a subtraction from the net income tax effect.
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TABLE V ONE
Actual and Hypothetical Tax Program Effects, 2007 - 2011
Filers with Dependents and Federal AGI up to $50,000

(Numbers are Means for All Filers in this Group, Except Where Specified)*

A. Actual Percentage
Selected Credits 2007 2008 2009 2010 2011 20073011
Federal EITC $1,709 51,803 $2,077 $2,160 $2,242 31.2%
State EITC 5488 $517 $598 $623 5648 32.8%
City EITC $85 $90 $104 $108 s112 31.8%
Recovery Rebate N.A. $907 N.A. N.A. N.A. N.A.
Making Work Pay N.A. N.A. $459 $464 N.A. N.A.
Summary of Tax Effect
Total Pre-Credit Liability 51,679 51,664 $1,692 $1,577 51,543 -8.1%
Federal Credits $2,540 $3,632 $3,819 $3,868 $3,507 38.1%
State Credits $797 5826 $898 $915 $949 19.1%
City Credits $287 $289 $198 $200 $206 -28.2%
Total Credits $3,624 54,747 $4,915 54,983 $4,662 28.6%
Net Income Tax Effect 51,945 $3,083 $3,223 $3,406 $3,118 60.3%
Sum of Net Income Tax 51,530,173 $2,408,249 $2,502,095 $2,593,790 $2,423,820 58.4%
Effect (in $1,000s)
FICA Mean N.A. N.A. N.A. N.A. -51,318
Sum of FICA (in $1,000s) N.A. N.A. N.A. N.AA.  -51,024,462
B. Hypothetical Percentage
Selected Credits Change
2007 2008 2009 2010 2011 2007-2011
Federal EITC N.A. 51,803 $1,929 52,024 $2,090 22.3%
State EITC N.A. s517 $554 $582 $603 23.6%
City EITC N.A. $90 $97 s101 s105 235%
Recovery Rebate N.A. s0 N.A. N.A. N.A. N.A.
Making Work Pay N.A. N.A. $0 s0 N.A. N.A.
Summary of Tax Effect
Total Pre-Credit Liability N.A. $1,670 $1,684 $1,554 51,530 -8.9%
Federal Credits N.A. $2,629 $2,640 $2,669 $2,746 8.1%
State Credits N.A. $832 $877 $898 $929 16.6%
City Credits N.A. $289 $190 $193 $198 -31.0%
Total Credits N.A. $3,750 $3,707 $3,760 $3,873 6.9%
Net Income Tax Effect N.A. $2,080 $2,023 $2,205 $2,343 20.5%
Sum of Net Income Tax N.A. 51,625,107 $1,587,635 51,709,155 $1,842,361 20.4%
Effect (in $1,000s)
FICA Mean N.A. N.A. N.A. N.A. -51,736
Sum of FICA (in $1,000s) N.A. N.A. N.A. N.A.  -51,365,074
Addendum
Percent of Filers Receiving Earned Income Tax Credit** Percentage
Point Change
2007 2008 2009 2010 2011 2007-2011
A. Actual 72.9% 74.8% 77.6% 80.7% 81.1% 8.2
B. Hypothetical N.A. 74.8% 75.5% 78.9% 79.4% 6.5

*Means are aggregated values of each tax item divided by number of filers with income up to $50,000 and dependents.

**CEQ’s model assumes all Federal EITC claimers get State and City EITC.

Source: American Community Survey Public Use Micro Sample as augmented by CEO.

Notes: N.A. - Not applicable in that tax year. Percentage change in hypothetical value is the change from Actual 2007 to Hypothetical 2011.
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5.2 Measuring the Effect of Changes in
Food Stamp Policy

Federal and local Food Stamp policy changed in two
important ways since 2007: 1) a 13.6 percent increase
in Food Stamp benefits included in the 2009 ARRA;
and 2) an outreach initiative in New York City aimed

at increasing program participation among eligible
households. In order to identify the impact of these
changes on CEO income and the CEO poverty rate, we
separate them from the increase in Food Stamp benefit
levels that would have occurred without the ARRA and
from the growth in Food Stamp participation that would
have occurred simply because of the deteriorating
condition of the City labor market.

We do this by creating a hypothetical data series to go
along with the actual ACS data.*' In the hypothetical
estimates, we first assume that Food Stamp benefit levels
would have grown as prescribed by pre-ARRA Federal

TABLE V TWO

law. The mean Food Stamp benefit (per Food Stamp case)
is shown in Table V Two. We find that actual Food Stamp
benefit levels grew by 43.6 percent from 2007 to 2011.
Without the ARRA, benefits per case would have been
only 25.0 percent higher.*?

We also constructed hypothetical estimates for the
growth rate of the Food Stamp caseload, based on the
historical relationship between program participation
and labor market conditions. This data approximates
the growth of caseloads absent the outreach effort and
increase in benefit levels.* The actual Food Stamp
caseload grew by 50.5 percent from 2007 to 2011.
Absent the policy initiatives, the number of cases would
have grown by 42.6 percent. Overall, these policies
increased the aggregate level of Food Stamp benefits
by over $600 million in 2011, compared with the
hypothetical estimate.

Actual and Hypothetical Food Stamp Estimates, 2007 - 2011

A. Actual Percentage
Change

2007 2008 2009 2010 2011 2007-2011
Food Stamp Cases 695,494 771,225 873,127 1,025,575 1,046,968 50.5%
Mean Benefit per Case 51,978 51,966 $2,391 $2,774 52,840 43.6%
Aggregate Benefits* 51,290,000 51,440,000 52,005,275 $2,713,824 52,860,000 121.7%

B. Hypothetical Percentage
Change

2007 2008 2009 2010 2011 2007-2011
Food Stamp Cases N.A. 751,974 836,576 968,153 991,639 42.6%
Mean Benefit per Case N.A. 1,968 $2,009 $2,406 $2,472 25.0%
Aggregate Benefits* N.A. 51,386,830 51,619,758 52,115,810 52,259,314 75.1%

*In thousands.

Source: American Community Survey Public Use Micro Sample as augmented by CEO.
Notes: Percentage change in Panel B is the change from actual 2007 to hypothetical 2011.

N.A.- Not applicable because hypothetical not calculated in that year.

41. See Appendix E for a detailed description of the methods used to
construct the hypothetical data.
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42. Readers should bear in mind that the change in benefit levels
reflects differences in the composition of the Food Stamp caseload as
well as changes in the law.

43. A more generous benefit level would, all else equal, increase the
Food Stamp participation rate.



5.3 Policy Affects Income

Our hypothetical estimates of tax and Food Stamp policy
can be utilized to generate a hypothetical measure of
CEO income. Table V Three reports CEO income from
2007 to 2011, and the percentage change from 2008 to
2070 and 2010 to 2011. As in Table Il Two in Chapter I,
incomes are stated at the family level and adjusted for
family size and composition. Because our interest is in
families vulnerable to poverty, we provide estimates here
for the lower tail of the income distribution, below the
35th percentile. As in the previous tables, the data are
displayed in two panels: A, which reports actual CEO
income, and B, which shows CEO income absent the
policy changes. For any given percentile the actual CEO
incomes are higher than their hypothetical counterparts;

TABLE V THREE
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less generous tax credits and lower Food Stamp benefits
translate into lower CEO income. At the 20th percentile
of their respective distributions, for example, actual
income was $1,491 higher than hypothetical income in
2011, $30,195 against $28,704.

The difference between actual and hypothetical incomes,
it should be noted, has not been constant over the 2008
to 2011 period. Figure V One illustrates the difference
between these two income measures at the 20th
percentile. It jumps from $911 in 2008 to $1,496 in
2009 and then plateaus, suggesting that the Obama tax
programs along with changes in the Food Stamp program
had a greater effect on low-income families than the
Bush tax initiatives.

Actual and Hypothetical CEO Incomes, 2007 - 2011

A. Actual Percentage Change
Percentile 2007 2008 2009 2010 2011 2008-2010  2010-2011
15 $23,720  $25867 526,030 525732 $26525 -0.5% 3.1%

20 $27,108  $29417 $29,483 529,465 $30,195 0.2% 25%
25 $30,102  $32641 $32439 $32779 $33,403 0.4% 1.9%
30 533,171 535,758 535416 $35835 $36,283 0.2% 1.3%
35 $36,224  $39,075 $38596 $38,676 $39,312 -1.0% 1.6%

B. Hypothetical Percentage Change
Percentile 2007 2008 2009 2010 2011 2008-2010  2010-2011
15 N.A. 524,949 524569 524,222 525,008 -2.9% 3.2%

20 N.A. 528506 527,987 $27904 $28,704 -2.1% 2.9%
25 N.A. 31,644 531,029 $31,240 $31,775 -13% 1.7%
30 N.A. $34,498 533,977 $34,256 $34,642 -0.7% 1.1%
35 N.A. $37,777 537,198 $37,169 $37,676 -1.6% 1.4%

Source: American Community Survey Public Use Micro Sample as augmented by CEO.

Notes: N.A. - Not applicable because hypothetical values were not calculated for 2007. Incomes are stated in family size
and composition-adjusted dollars.

Percentage change in hypothetical panel for 2008-2011 is from actual 2008 to hypothetical 2011; change for 2010-2011

is from hypothetical to hypothetical value.
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FIGURE V ONE
Difference Between Actual and Hypothetical
CEO Income, 2008 - 2011
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Source: American Community Survey Public Use Micro Sample as augmented
by CEO.

Note: Incomes are measured in family size and composition-adjusted dollars at
the 20th percentile of their respective distributions.

FIGURE V TWO

From 2008 to 2010, the period in which employment
rates and earnings were falling, actual CEO income

at the 20th percentile was unchanged. Hypothetical
income fell; had it not been for the changes in tax and
the Food Stamp program, CEO income would have
declined at the 20th percentile, by 2.1 percent. From
2010 to 2011, the increases in the two income measures
are nearly identical, by 2.5 percent for actual income
and 2.9 percent for hypothetical income.

Figure V Two traces the path of actual and hypothetical
CEO incomes over the 2007 to 2011 period. Each
income is measured relative to actual income in 2007,
the year prior to the first round of Federal stimulus
programs. From 2007 to 2008 the two income measures
rise; the recession had yet to come to the City and
earnings were growing. The increase for hypothetical
income is smaller than the actual increase in CEO
income because it does not include the effect of the Bush
stimulus programs. From 2008 to 2010 actual income
held steady. By contrast, hypothetical income registers
declines. Both CEO income measures increased from
2010 to 2011.

Comparison of Income Measures, 2007 - 2011
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5.4 Policy Affects Poverty

The hypothetical income estimates we have developed
can be used to create hypothetical CEO poverty rates.
They tell us what the poverty rate would have been
absent the increases in tax credits and Food Stamp
initiatives. Panels A and B in Table V Four report actual
and hypothetical poverty rates from 2007 through
2011. As in Table Il Five, the marginal effects of tax
and Food Stamp programs are also shown. We also
show the marginal effects of the payroll (FICA) tax, and
the combined effect of income and payroll taxes. The
marginal effects are calculated by taking the difference
between poverty rates derived from total CEO income
and poverty rates based on CEO income without taxes
and food stamps, respectively.

In 2011, income tax programs lifted 3.6 percent of

the City population above the poverty line. This was
the lowest marginal effect of tax relief since stimulus
programs began in 2008, reflecting the expiration of
several stimulus-related tax credits.* Had the stimulus
programs never been implemented, the marginal effect
of tax relief would have been even smaller, bringing
only 2.7 percent of the population above the poverty
threshold.

The recent decline in the effect of income tax credits
on the actual poverty rate is offset by the cut in the
FICA tax rate. FICA raised the actual poverty rate by 2.1
percentage points in 2010, but by only 1.8 percentage
points in 2011. As Panel B indicates, without the 2011
rate cut FICA would have increased the poverty rate

by 2.7 percentage points. The net effect of both forms
of taxation on the actual poverty rate in 2011 is a 2.1
percentage point reduction, essentially the same as the
2.0 percentage point reduction for 2010. The combined
effect of the tax programs absent the policy changes
would have been a mere 0.6 percentage points.

The Food Stamp program had the same effect as income
tax credits in 2011, also lifting 3.6 percent of the City
population above the poverty line. In the absence of the

expansion of the Food Stamp program, its marginal effect

would have been a more modest 3.2 percent.

44. See Appendix D for details regarding the timing of the various tax
credit initiatives.
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TABLE V FOUR
Actual and Hypothetical CEO Poverty Rates,
2007 - 2011

(Numbers are Percent of the Population)
A.Actual

2007 2008 2009 2010 2011

Poverty Rates
Total CEO Income 198 19.0 19.7 20.9 213
Net of:

Income Taxes 227 233 240 252 249
Payroll Taxes 17.7 17.0 17.6 18.8 195
Combined Taxes 20.5 21.2 219 229 234
Food Stamps 216 21.2 22.3 244 249
Marginal Effects
Income Taxes -2.9 -4.3 -4.3 -4.3 -3.6
Payroll Taxes 21 2.0 21 21 1.8
Combined Taxes -0.7 -2.2 -2.2 -2.0 -2.1
Food Stamps -1.8 -2.1 -2.6 -35 -3.6

B. Hypothetical

2007 2008 2009 2010 2011

Poverty Rates
Total CEO Income N.A. - 205 22.0 232 236
Net of:

Income Taxes NA. 233 24.6 25.9 26.3
Payroll Taxes N.A. 182 19.6 21.0 20.9
Combined Taxes NA. 212 224 236 24.2
Food Stamps NA. 226 24.2 26.1 26.8
Marginal Effects
Income Taxes N.A. -2.8 -2.6 -2.7 -2.7
Payroll Taxes N.A. 2.3 24 2.2 2.7
Combined Taxes N.A. -0.7 -0.4 -0.4 -0.6
Food Stamps N.A. -2.1 -2.2 -2.9 -3.2

Source: American Community Survey Public Use Micro Sample as augmented by
CEO.

Note: N.A. - Not applicable because hypothetical values were not calculated for

2007.
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Figure V Three summarizes our analysis of the effects of
policy on poverty. Both actual CEO and hypothetical
CEO poverty rates are plotted for the years 2007-2011.
The actual CEO poverty rate fell from 2007 to 2008,
while the hypothetical rate rose. This was primarily due
to Bush Administration tax initiatives. From 2008 to
2011, bot