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PREFACE AND ACKNOWLEDGEMENTS

The inadequacies of the official poverty measure have been known to American
social scientists for decades. They became apparent to New York City policymakers in
2006. Mayor Michael R. Bloomberg had convened a Commission on Economic Opportunity
and directed it to craft innovative approaches to poverty reduction in the City. The
Commission Members soon learned that the current poverty measure could tell them very
little about how the ideas they were considering would affect low-income New Yorkers. In
addition to launching new programs, the Commission Members concluded that the City
should develop a new measure of poverty. Mayor Bloomberg embraced the suggestion and
poverty measurement became a project of the organization he created to implement the
Commission’s recommendations, the New York City Center for Economic Opportunity
(CEOQ).

CEO issued its first working paper on poverty in New York City entitled “The CEO
Poverty Measure,” in August of 2008. The paper pioneered the use of the Census Bureau’s
American Community Survey for measuring poverty using the methodology proposed by the
National Academy of Sciences. It also marked the first time that any municipal government
had sponsored research that adopted the Academy’s method to local conditions.

This working paper extends our efforts. It measures changes in New York City
poverty rates from 2005 to 2008, the years for which American Community Survey data are
now available, and incorporates improvements in our methodology. It was authored by
CEOQ’s poverty research staff, which includes myself along with Christine D’Onofrio, John
Krampner, Daniel Scheer, and Todd Seidel.

We have not been alone in this work. 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. Gayatri Koolwal, formerly of CEO, but now at
the World Bank, has continued to assist our efforts.

We are indebted to many colleagues in City government who have shared their

expertise. These include: Caitlyn Brazill, Deputy Director for Research and Policy,
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Juliah Lindsey, Iris Reyes, Angela Sheehan, Harold Wenglinsky, and Rebecca Widom of the
Human Resources Administration; Laurie Kilpatrick, Department of Finance; Roeland Kim,
Department of Housing Preservation and Development; Anne Marie Flatley and Celeste
Glenn, New York City Housing Authority.

Staff at other government agencies that also assisted us included: Tanette Nguyen-
MccCarty, Office of Tax Policy Analysis, New York State Department of Taxation and
Finance; Jane Berrie, New York State Division of Housing and Community Renewal; Dave
Dlugolecki, New York State Office of Temporary and Disability Assistance; Dean Plueger,
U.S. Internal Revenue Service; Edward Welniak and Jessica Semega, U.S. Bureau of the
Census; and Jessica Banthin and Didem Bernard, U.S. Department of Health and Human
Services’ Agency for Healthcare Research and Quality.

As our work progressed, similar projects have been underway for the State of New
York and the City (and metro area) of Philadelphia. We have greatly benefited from the
partnership of George Falco, Director, Planning and Policy Research and Ji hyun Shin,
Research Scientist at the New York State Office of Temporary and Disability Assistance as
well as Mark Stern, Professor of Social Welfare and History and Co-Director, Urban
Studies program, University of Pennsylvania.

CEOQ’s poverty measurement research has also taken place in the context of
national-level research and discussion about implementing the National Academy of
Sciences’ approach to poverty measurement. The Brookings Institution Center on Children
and Families has hosted a number of meetings, some at CEO’s request, where many of the
nation’s leading poverty experts presented work and offered us their reactions to our first
report along with advice for building on the effort. We should acknowledge the generosity
of Ron Haskins, the Center’s Co-Director as well as the wisdom of those who have attended
these events, including Jessica Banthin, Richard Bavier, David Betson, Rebecca Blank,
Gary Burtless, Constance Citro, Sharon O’Donnell, Irv Garfinkel, Thesia Garner, Mark
Greenberg, Amy O’Hara, John Iceland, Julia Isaacs, David Johnson, Trudi Renwick,
Isabelle Sawhill, Karl Scholz, Arloc Sherman, Kathleen Short, Timothy Smeeding, Sharon

Stern, Jane Waldfogel, Laura Wheaton, Sheila Zedlewski, and James Ziliak.
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Executive Summary

EXECUTIVE SUMMARY

Measuring poverty requires two fundamental judgments. The first is where to draw
the line between the poor and the rest of society, to decide, “how much income is just
enough”? The second judgment is to decide, “just enough of what”? What resources should
be counted as income to determine whether a family has attained the standard of living
represented by the poverty line?

New York City Mayor Michael R. Bloomberg directed the Center for Economic
Opportunity (CEO) to develop an alternative poverty measure because the current, official
measure’s answers to these questions are sorely out of date. The official poverty line was
developed in the mid-1960s and rested on the belief that families typically spend one-third
of their income on food. The cost of a minimally adequate diet was simply multiplied by
three to establish the initial level of the threshold. Since that time, the base year poverty line
has been adjusted annually by the growth in the Consumer Price Index. Over four decades
later, this threshold no longer represents contemporary spending patterns or takes account of
advances in the nation’s standard of living. It also ignores differences in the cost of living
across the country, an issue of obvious relevance to measuring poverty in New York City.

The official measure’s answer to “enough of what?” is also dated. The only family
resource it counts is pre-tax cash. That includes wages, salaries, and some of what
government does to help needy Americans, if it takes the form of cash assistance. Given the
policies in place and data available, this was not an unreasonable choice in the mid-1960s.
But today, much of what the government provides to low-income families takes the form of
tax credits (such as the Earned Income 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.

Recommendations from the National Academy of Sciences
The poverty measure adopted by CEO is based on more realistic answers to the two
fundamental questions of poverty measurement. It follows a set of recommendations that, at

the request of Congress, were developed by the National Academy of Sciences’ (NAS)
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Panel on Poverty and Family Assistance. The NAS-proposed method provides a more
comprehensive definition of family resources, one that more fully captures what public
policies do to support low-income families. It judges the adequacy of anti-poverty policies
by comparing resources against poverty thresholds that are more appropriate to the living
standards that prevail in early twenty-first century America.

The NAS Panel recommended that the poverty thresholds should reflect the amount
a family needs not only for food, but for clothing, shelter, and utilities as well. Specifically,
the threshold is set to equal roughly 80 percent of median expenditures by two-adult, two-
child families on this market basket, plus “a little more” to account for other items necessary
for personal care, household upkeep, and non-work-related transportation. The Panel
proposed that these thresholds be updated each year by the change in median expenditures
for the items that make up the threshold. It further suggested that the thresholds be adjusted
geographically to reflect differences in the cost of living across the United States.

Along with a different poverty line, the NAS Panel recommended that a much more
inclusive definition of resources be used to determine whether a family can meet its basic
needs. In addition to pre-tax cash, the resource measure should account for payroll taxes;
the net effect of income tax liabilities and credits; and the cash-equivalent value of in-kind
benefits for food and housing. The Panel also suggested that resources be adjusted to reflect
non-discretionary work-related expenses such as commuting costs and child care. Because
money spent by a family to maintain its health is unavailable for purchasing the necessities
represented in the threshold, the Panel also proposed that medical out-of-pocket expenses

should be subtracted from income.

The CEO Poverty Measure

The NAS provided a conceptual framework for an improved poverty measure.
CEOQ'’s task has been to construct the data needed to implement it in New York City. For the
poverty line, we rely on the U.S.-wide thresholds that have been calculated from the Bureau
of Labor Statistics’ Consumer Expenditure Survey and have been used by the Census
Bureau for its research on NAS-style poverty measures. In 2008, the NAS threshold for a
two-adult, two-child family equaled $24,755. We then adjust the threshold to account for
the relatively high cost of living in New York City using the ratio of the New York City to

NYC Center for Economic Opportunity



Executive Summary

U.S.-wide Fair Market Rent for a two-bedroom apartment. In 2008, the CEO threshold for
this family comes to $30,419.1

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 ACS, however,
provides only some of the information needed to estimate all the resources required by the
NAS measure. CEOQ has developed a variety of methodologies that model 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 “CEOQO income.”

This Working Paper

CEQ’s first working paper on poverty in New York City, issued in August of 2008,
contrasted poverty rates for 2006 derived from our application of the NAS methodology
against those based on the official method.? This report focuses on how and why poverty
rates using our methodology have changed over time, using the one-year ACS samples for
2005 to 2008 (the years for which data are currently available).

Key Findings

e The CEO poverty rate for New York City rose from 20.6 percent in 2005 to 22.0
percent in 2008. The 1.4 percentage point increase occurred because the growth in
CEO income did not keep pace with the rise in the CEO poverty threshold.
Reflecting the sharp run-up in housing expenditures in this period, the CEO
threshold climbed by 24.9 percent. But, as Table One indicates, CEO income grew
by 21.1 percent at the 20™ percentile and 19.5 percent at the 30" percentile (the part
of the distribution that is most likely to influence the poverty rate).

e The official poverty rate, by contrast, declined by 1.5 percentage points from 19.1
percent in 2005 to 17.6 percent in 2008. The growth of pre-tax cash income (of 17.0

! The official threshold for a two-adult, two-child family in 2008 was $21,834.
% The report is available at: http://www.nyc.gov/html/ceo/downloads/pdf/final_poverty_report.pdf.
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percent and 16.7 percent at the 20" and 30™ percentiles, respectively) exceeded the
10.2 percent rise in the official poverty threshold.
Table One

Thresholds, Income, and Poverty Rates for NYC

2005 2008 Change*

CEO Threshold $24,353 $30,419 24.9%
CEO Income:

20th percentile $24,054 $29,138 21.1%

30th percentile $29,771 $35,571 19.5%
CEO Poverty Rate 20.6% 22.0% 14
Official Threshold $19,806 $21,834 10.2%
Pre-tax Cash Income:

20th percentile $21,499 $25,149 17.0%

30th percentile $31,193 $36,404 16.7%
Official Poverty Rate 19.1% 17.6% -1.5

* Change in dollar figures is percentage change. Change in the poverty
rate is the percentage point change.

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

e Poverty Rates in Demographic Detail:
o By age group: Working age adults (New Yorkers from 18 through 64 years
of age) are significantly less poor than are children under 18 or the elderly
(persons 65 and older). From 2005 to 2008, the poverty rate for working age
adults rose by 2.0 percentage points. During this period the poverty rates for

children and the elderly were unchanged.’

® The Executive Summary only notes those differences or changes in poverty rates that are statistically
significant.
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Executive Summary

CEO Poverty Rates by Age

Percent
=
(8]
Il

Under 18 18 thru 64 65 & up
2005 02008

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

o Among working age adults by educational attainment: Levels of poverty

decline dramatically as educational attainment rises. In 2008, over a third of
working age adults who lack a high school degree were poor compared to
less than one in ten 18 through 64 year olds who had attained a Bachelors
degree or higher level of education. Changes in poverty rates, from 2005 to
2008, did not follow this pattern. The poverty rate rose by 3.0 percentage
points, 3.1 percentage points, and 2.0 percentage points for working age
adults with a high school degree, some college, or a Bachelors degree or
higher level of educational attainment, respectively. Over the same time, the
poverty rate for working age adults who have not attained a high school
degree was unchanged.

CEO Poverty Rates For Working Age Adults
By Educational Attainment
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Source: Tabulated from American Community Survey Public Use Micro Sample as augmented by CEO.
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o Among children by presence of parents: Children living with only one parent

are over twice as likely to be poor as children living with two parents. From
2005 to 2008, neither group of children experienced a statistically meaningful

change in their poverty rates.

CEO Poverty Rates For Children
By Presence of Parent

50 Q A

40 -
£ 30- "
g v )
g 20 No S
O _
Two parents One parent

W 2005 02008

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

o0 By race/ethnicity: Non-Hispanic Whites have significantly lower rates of

poverty than members of the other major race/ethnic groups in New York
City. The poverty rate for Hispanics, the City’s poorest race/ethnic group, is
twice that of Non-Hispanic Whites. The one group that experienced a rise in
their poverty rate from 2005 to 2008, of 4.5 percentage points, was Non-
Hispanic Blacks.

CEO Poverty Rates by Race/Ethnicity

> °
30 - N > Qv
v oy V
25 © v
%
20 A
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Non-Hispanic Non-Hispanic Non-Hispanic ~ Hispanic, any race
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Source: Tabulated from American Community Survey Public Use Micro Sample as augmented
by CEO.
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o0 By nativity/citizenship: Citizens by birth and by naturalization have similar

poverty rates and their levels of poverty are significantly lower than those for

non-citizens. The poverty rate for both groups of citizens edged upward from

2005 to 2008, by 1.2 percentage points and 1.6 percentage points,

respectively. The poverty rate for non-citizens was statistically unchanged.
CEO Poverty Rates by Nativity/Citizenship

% %
KO Voo

Percent
I
1
L

Citizen by birth Naturalized citizen Not a citizen
2005 O2008

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

o By family work experience: Someone living in a family without work is over

10 times as likely to be poor as someone living in a family with the
equivalent of two full-time workers with year-round employment. But, from
2005 to 2008, poverty rate increases were experienced by: people living in a
family with the equivalent of two full-time, year-round workers (of 1.1
percentage points), individuals in families with the equivalent of one full-
time, year-round worker and one part-time worker (of 3.2 percentage points),
persons in families with the equivalent of just one full-time, year-round
worker (of 5.6 percentage points) and those New Yorkers who were living in
a family with less than a full-time, year-round worker, but some work (of 7.3
percentage points). Members of families without any work in the prior 12

months did not experience an increase in poverty from 2005 to 2008.*

* See Section 111 for an explanation of how these work experience categories are defined.
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CEO Poverty Rates by Family Work Experience
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Source: Tabulated from American Community Survey Public Use Micro Sample as augmented by CEO.

Explanations and Implications

We see two patterns in the poverty rates by demographic detail. Between-group
differences in the level of poverty largely reflect differences in the ability of groups to
succeed in the labor market. Thus the likelihood that someone is poor falls dramatically
with their level of education or the level of work activity in their family. However, the
increases in poverty rates from 2005 to 2008 tended to occur for groups that rely on earned
income. By contrast, poverty rates were more stable in this period for groups that have low
levels of labor market participation. For example, the poverty rate for people in working
families rose in this period, while the poverty rate for those living in families without work
was statistically unchanged from 2005 to 2008.

Differences in housing status figure prominently in the explanation for this pattern.
Three out of four low-income non-working families (74.6 percent) compared to less than
half of low-income working families (46.2 percent) are residents of public housing,
participate in a rental subsidy program, live in a rent stabilized or controlled apartment or
own their home free and clear of a mortgage. New Yorkers in these types of “non-market
rate” housing were largely shielded from the rapid rise in the CEO threshold during the
period of our analysis. Although their level of poverty may be high, it did not increase. By
contrast, the earnings of working families, who are more likely to live in market-rate

housing, did not keep pace with the growth in the CEO threshold.
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The advantages of participation in means-tested housing programs or residence in
rent stabilized or controlled apartments are not restricted to families without work. Access
to non-market rate housing also increases the likelihood that working families with children
can escape poverty. Over one-in-five (21.2 percent) working families with children were
“earnings poor” in 2008, meaning that the family’s total wages or self-employment income
is not sufficient to lift them out of poverty. We find that work-related tax programs, such as
the Federal, State, and New York City Earned Income Credits and Child Care Credits make
an important contribution to these families’ incomes. But these additions are largely offset
by work-related costs, such as payroll taxes, child care expenses, and the cost of commuting
to and from work. A key factor that distinguishes families whose total resources lift them
over the poverty line from those that remain in poverty is that a much larger proportion of
the former group (over 80 percent) than the latter group (less than half) are living in non-
market rate housing.

The measures of poverty in this report lend support to the belief that the poverty rate
would fall with higher levels of educational attainment, increased work force participation,
and more children growing up in two-parent families. In this respect, the CEO measure
largely confirms widely accepted wisdom about the long-term determinants of poverty
reduction. The additional insight this report offers is the need to add affordable housing to
this list.

nyc.gov/ceo \ Xii
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Introduction

I. INTRODUCTION

Measuring poverty requires two fundamental judgments. The first is where to draw
the line between the poor and the rest of society; to decide, “how much income is just
enough”? The second judgment is to decide, “just enough of what”? What resources should
be counted as income to determine whether a family has attained the standard of living
represented by the poverty line?

Mayor Michael R. Bloomberg directed the New York City Center for Economic
Opportunity (CEOQ) to develop an alternative poverty measure because the current measure’s
answers to these questions are sorely out of date. The official poverty threshold — the line
between the poor and the non-poor — was developed in the mid-1960s. It rested on the belief
that families typically spend one-third of their income on food. The cost of a minimally
adequate diet was simply multiplied by three to establish the initial level of the threshold.
Since that time, the base year poverty line has been adjusted annually by the growth in the
Consumer Price Index.

Over four decades later, the official poverty threshold has little justification. The
threshold no longer represents contemporary spending patterns; food now accounts for less
than one-seventh of family expenditures, while housing is the largest item in the typical
family’s budget. The poverty line also ignores differences in the cost of living across the
country, an issue of obvious relevance to measuring poverty in New York City. A final
shortcoming of the threshold is that it is frozen in time. It only rises with the cost of living
and thereby assumes that a standard of living that defined poverty in the mid-1960s remains
appropriate despite advances in the nation’s standard of living since that time.

The official measure’s answer to “enough of what?” is also dated. The only family
resource used to determine whether a family is poor is pre-tax cash. That includes wages,
salaries, and some of what government does to help needy Americans, if it takes the form of
cash assistance. Given the policies in place and data available in the mid-1960s, this was
not an unreasonable choice. But, today much of what the government provides to low-

income families takes the form of tax credits (such as the Earned Income Credit) and in-kind
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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.

1.1 The National Academy of Sciences’ Poverty Measure

The poverty measure adopted by CEO is based on more current and realistic answers
to the two fundamental questions of poverty measurement. It follows a set of
recommendations that, at the request of Congress, were developed by the National Academy
of Sciences’ (NAS) Panel on Poverty and Family Assistance.> The NAS-proposed method
addresses the key weaknesses in the official methodology. It provides a more
comprehensive definition of family resources, one that more fully captures what public
policies do to support low-income families. It judges the adequacy of anti-poverty policies
by comparing resources against poverty thresholds that are more appropriate to the living
standards that prevail in early twenty-first century America.

The NAS Panel recommended that the poverty thresholds reflect the amount a family
needs not only for food, but for clothing, shelter, and utilities as well. Specifically, the
threshold is set to equal roughly 80 percent of median expenditures by two-adult, two-child
families on this market basket of goods, plus “a little more” to account for other items
necessary for personal care (such as soap), household upkeep (such as cleaning supplies),
and non-work transportation. The NAS also suggested that the thresholds be adjusted
geographically to reflect differences in the cost of living across the U.S. The Panel proposed
that these thresholds be updated each year by the change in median expenditures for the
items that make up the threshold.

Along with a different poverty line, the NAS Panel recommended that a much more
inclusive definition of resources be used to determine whether a family can meet its basic
needs. In addition to pre-tax cash, the resource measure should account for payroll taxes
and the net effect of income tax liabilities and credits, along with the cash-equivalent value
of “near-cash” benefits for food and housing. The Panel further suggested that resources be
adjusted to reflect non-discretionary work-related expenses such as commuting costs and

child care. Because what a family must spend to maintain its health is unavailable for

® Citro, Constance F. and Robert T. Michael (eds.), Measuring Poverty: A New Approach, Washington, DC:
National Academy Press, 1995.
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Introduction

purchasing other necessities, the Panel also proposed that medical out-of-pocket expenses be
subtracted from income.

Taken as a whole, the NAS recommendations represent a thorough modernization of
the nation’s poverty measure. But the NAS approach is not simply a technical
improvement, reflecting the increased availability of data that can create a more
sophisticated tally of necessities and the resources at hand to satisfy them. It also represents
a different way of thinking about how poverty should be defined. The official measure, we
have noted, was based on what experts believed to be a minimally adequate diet. The cost
of this diet could be readily determined (again by experts) and that dollar figure became the
core of the base year poverty line. The NAS Panel’s approach establishes a standard of
family needs based on actual consumer expenditure data. What and how much Americans
buy determines the poverty threshold. The role of the experts is to choose which among the
items that families purchase are necessities. Then a point in the expenditure distribution is
selected to draw the poverty line.® Subsequent changes in the threshold are then driven by
changes in society. The growth in income and wealth, changes in prices, shifts in family
structure, and innovations in public policy all shape the level and composition of consumer
expenditures over time. In this way the Panel’s approach is uniquely designed to capture

how economic and social changes affect our sense of: “how much is enough”?

1.2 CEQO’s Adoption of the NAS Method

The NAS provided a conceptual framework. CEQ’s task has been to construct the
data needed to implement it. For the poverty line, we rely on the U.S.-wide thresholds that
have been calculated from the Bureau of Labor Statistics’ Consumer Expenditure Survey
and have been used by the Census Bureau for its research on NAS-style poverty measures.’
In 2008, the NAS threshold for a two-adult, two-child family equaled $24,755.2 We then
adjust the threshold to account for the relatively high cost of living in New York City using
the ratio of the New York City to U.S.-wide Fair Market Rent for a two-bedroom

® As noted below, the NAS Panel did not go so far as to specify a specific point in the expenditure distribution
to set the poverty line. Instead it proposed a range of values. 1995. “National Research Council, Panel on
Poverty and Family Assistance.” Citro and Michael, p. 106.

" The Census Bureau’s work is available at: http://www.census.gov/hhes/www/povmeas/nas.html.

8 Several versions of the NAS threshold are available at: http:// www.census.gov/ hhes/ www/ povmeas /
web_tab5 povertythres2008.xls. We use the Consumer Expenditure Survey-updated threshold that excludes
medical care and mortgage principal payments.
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apartment.® In 2008, our poverty line for this family comes to $30,419.2° We refer to this
New York City-specific threshold as the CEO poverty threshold.

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 decision to rely
on the ACS has been the project’s central challenge. The advantages of this survey for local
poverty measurement are obvious. 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
the additional resources required by the NAS measure. CEO has developed a variety of
methodologies that model 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.”

1.3 Estimating CEO Income

Our income measure begins with pre-tax cash, and then accounts for the effect of
taxation, the cash-equivalent value of nutritional subsidies (Food Stamps and the School
Lunch Program), makes an adjustment for housing status, deducts work-related expenses
(commuting and child care), and finally, reduces income by what families are spending out-
of-pocket for their medical care. We offer a brief description below of how these non-pre-
tax cash income items are estimated. More details can be found in this report’s appendices
and in CEO’s initial study of poverty using the NAS methodology.™

° Details of the calculation are provided in the appendix.

19 The official threshold for the corresponding two-adult, two-child family in 2008 was $21,834.

1 The CEO Poverty Measure: A Working Paper by the New York City Center for Economic Opportunity.
August 2008. Available at: http://www.nyc.gov/html/ceo/downloads/pdf/final_poverty report.pdf.
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Taxation: All but the poorest of families have a level of income that obligates them
to file an income tax return. It is often in their interest to do so because the tax system
includes refundable tax credits. CEO has developed a tax model that creates tax filing units
within the ACS households, computes their adjusted gross income, taxable income, tax
liability, and 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). We estimate that in 2008, the
tax system lifted 1.4 percent of the City’s population out of poverty.

Nutritional Assistance: We estimate the effect of the two largest means-tested
nutritional assistance programs, Food Stamps and the Free and Reduced Price School Lunch
program.*®> We count a dollar of Food Stamp benefit as a dollar added to family income.
We follow the Census Bureau’s method in valuing the addition to family income from the
School Lunch program by using an estimate of what the family would have spent without
the subsidy. Together, the Food Stamp and School Lunch programs reduced poverty by 2.2
percentage points in 2008.

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
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 stabilized or controlled apartments. Some homeowners have paid off
their mortgages and own their homes free and clear.

Rather than estimating a different poverty threshold for families in each of these
different circumstances, it is simpler to adjust their incomes to reflect this advantage. CEO
calculates the difference between the shelter and utilities portion of a family’s poverty
threshold and what the family actually spends on these items. Then we add the difference to
the family’s income. In 2008 this adjustment reduced the poverty rate by 5.7 percentage

points.

12 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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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). Annual commuting costs are computed by multiplying the
weekly cost by 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 child care expenses
as a non-discretionary reduction in income. Because the American Community Survey
provides no information on child care spending, we have created a model that estimates
which families would pay for child care and, for those who pay, what their annual expenses
would be. Child care costs are only counted if they are incurred in a week in which the
parents (or parent) are at work and are capped by the earned income of the lowest earning
parent. We find that in 2008 these work-related expenses increased the poverty rate by 2.4
percentage points.

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. MOOP expenditures vary widely across the population, depending on health,
income, health insurance coverage, and age. MOOP spending increases the poverty rate by

3.4 percentage points in 2008.

1.4 What is New in This Working Paper

CEOQ'’s first working paper on poverty in New York City explained the shortcomings
of the official poverty measure and discussed our rationale for adopting the NAS alternative.
It provided a detailed description of the methods we used to measure family resources and
compared poverty rates for 2006 derived from our application of the NAS-recommended
methodology against rates using the nation’s official methodology. This report focuses on
how and why poverty rates based on CEQ’s adaptation of the NAS methodology have
changed over time, using the annual ACS sample for 2005 to 2008 (the years for which data

are currently available).
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The scope of this study is not the only way it differs from our first paper. CEO has
worked to improve its resource estimates. These changes affect our poverty rate estimates,
including the 2006 poverty rates that were reported in our original working paper. The City-
wide poverty rate in our earlier work, for example, was estimated to be 23.0 percent; our
new estimate for that year is 21.2 percent.

Detailed descriptions of the revised methods are provided in the appendix to this
report, but they can be summarized as follows:

1. We have expanded our definition of a “family.” The CEO measure continues to treat
unmarried partners as if they were spouses of the family head. Children of the
partner also become part of the head’s family. An additional step has been taken to
create consistency between those people who are grouped together for tax filing
purposes (“tax filing units”) and those people who are grouped together for
determining poverty status (“poverty units”). Specifically, all the persons who are
claimed as tax dependents are now included in the poverty unit of the person who
claims them. This brings a number of individuals — formerly classified as
“unrelated,” and thus in a poverty unit made up of one person — into multiple person
poverty units.™

2. We have revamped our creation of tax filing units in an effort to more closely match
the patterns we see in Internal Revenue Service and New York State Department of
Taxation and Finance data. In addition, we have updated the tax program to include
the new City Child Care Tax Credit (inaugurated in 2007), as well as the Federal
Recovery Rebate Credit and the Additional Standard Deduction for Real Estate
Taxes that became effective in 2008.

3. We have improved our method for estimating medical out-of-pocket expenditures so
that they more accurately reflect the distribution of these expenditures in the source
of these data, the Medical Expenditure Panel Survey (MEPS). We have also updated
our estimates for 2006 through 2008 by employing the 2006 MEPS, the most recent

data available at the time of writing.*

3 To avoid cumbersome terminology we refer to poverty units as families, which is the unit of analysis used in
the official poverty measure.
1 Our estimates for 2005 are based on the 2005 MEPS.
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4. We have created estimates for the value of Food Stamps received that are based on
New York City administrative data. Beginning in 2008 the ACS no longer provides
data on the annual value of the Food Stamp benefit. We have employed a data set
created from administrative records in order to estimate this income item. To make
these estimates consistent with prior years’ data, we applied the estimation technique
to the 2005 through 2007 ACS. Our modeling resulted in estimates of the number of
Food Stamp cases and benefit values that came much closer to the administrative
records than the self-reported data in the ACS.

5. We have revised our method of adjusting family incomes for housing status. As
noted above, families residing in public housing, benefiting from a housing subsidy,
living in a rent stabilized or controlled unit, or who own their homes free and clear of
a mortgage, do not require the same income that other families do to meet their
housing needs. To capture the difference we adjust their incomes. In the prior report
we allowed for the possibility of negative adjustments. In this report the adjustment
can only be positive or zero. This prevents families from being counted as poor

solely because they are voluntarily spending “too much” on their housing.*®

The remainder of this working paper explores changes in the New York City poverty
rate from 2005 through 2008. The next section focuses on the City-wide poverty rate and
the reasons why the proportion of the City’s population living in poverty rose from 2005 to
2007 and then leveled off. We then examine poverty rates across the City by demographic
characteristic, work experience, family and living arrangements, and borough. The report’s
fourth section offers some observations about the patterns we see in the data. A set of
appendices provide more details about how our poverty estimates were created.

The report, though number-heavy, is easy to navigate. Its tables are organized so
that those who are looking for something specific, such as the CEO poverty rate for
Hispanic New Yorkers in 2008, can find this with ease. The text that accompanies the tables
identifies which differences or changes in the poverty rates are statistically meaningful.

Readers wishing to discern a pattern of change in the many poverty rates we provide

need only to keep track of three main characters in our story: 1) the sharp rise in the CEO

1> The reasoning behind this change can be found in Appendix D of the report.
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poverty threshold; 2) the inability of low-income families that rely on earned income to keep
up with the threshold’s rate of growth; and 3) the programs that help protect a considerable

portion of New York’s low-income population from the high cost of market rate housing.
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The CEO and official poverty rates for New York City moved in opposite directions
from 2005 to 2007. While the share of the City’s population living below the official
poverty line declined from 19.1 percent to 17.7 percent during this period, the CEO poverty
rate rose from 20.6 percent in 2005 to 22.2 percent in 2007.*° In 2008 the official poverty
rate was 17.6 percent, while the CEO poverty rate stood at 22.0 percent. Both rates were

statistically unchanged from the prior year’s estimate.'’

Table One
Comparison of City-Wide Poverty Rates
Year Percentage Point Differences
2005- 2007- 2005-
2005 2006 2007 2008 2007 2008 2008
Official 19.1 18.9 17.7 17.6 -14 -0.1 -1.5
CEO 20.6 21.2 22.2 22.0 1.7 -0.3 14

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

Note: Differences are taken from unrounded numbers. Differences in bold are statistically significant.
! Household Population.

2.1 Two Measures, Two Stories

Year-to-year changes in poverty rates often follow the business cycle. The poverty
rate falls during periods of economic growth and climbs when the economy contracts. Over
the four years covered in this report, the official measure largely kept to this well-worn path.
By contrast the CEO poverty rate rose during a period when the City economy was
expanding (2005 to 2007), but did not rise from 2007 to 2008, a period when the national
economy was entering a deep recession. What accounts for the unusual movement of the

CEOQO poverty rate?

16 As noted in Table One, the official poverty rate is restricted to persons living in private households. This is
done to provide a consistent measure across the years in the table. The 2005 American Community Survey did
not include group quarters residents. The CEO measure also excludes group quarters residents. See the
appendix for a complete description of the CEO poverty universe.

7 Al changes and differences in poverty rates noted in this section have been evaluated for their statistical
significance.
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Changes in the poverty rate are governed by the interplay between the growth in
family resources and the movement of the poverty threshold. Poverty rates rise when
resources fail to keep up with the growth of the poverty threshold. And poverty rates fall
when the growth in resources exceeds the rise in the threshold. The official poverty measure
restricts its resource measure to pre-tax cash. The CEO measure of resources (which we
refer to as CEO income) is far more inclusive, accounting for the effect of taxation, in-kind
assistance for food and housing, work-related expenses, and medical out-of-pocket
expenditures. Despite the different definitions, both resource measures grew at roughly the
same rate from 2005 to 2008. Table Two reports the levels for both resource concepts at the
twentieth and thirtieth percentiles of their respective distributions.® We choose these points
in the distribution because they narrowly straddle the CEO poverty threshold. Changes in
poverty rates will be most sensitive to changes in incomes for those families that are just
above or just below the poverty threshold. Over the four-year period, pre-tax income grew
by 17.0 percent, and 16.7 percent, respectively, at the 20" and 30™ percentiles. The

corresponding changes for CEO income were 21.1 percent and 19.5 percent, respectively.

Table Two
Pre-tax and CEO Income 20th and 30th Percentiles
Pre-Tax Income

Year Percentage Change:
2005- 2007- 2005-
Percentile 2005 2006 2007 2008 2007 2008 2008
20th $21,499 $22,654 $24,348 $25,149 13.3% 3.3% 17.0%
30th $31,193 $32,587 $34,571 $36,404 10.8% 5.3% 16.7%

CEO Income

Year Percentage Change:
2005- 2007- 2005-
Percentile 2005 2006 2007 2008 2007 2008 2008
20th $24,054 $25,412 $26,787 $29,138 11.4% 8.8% 21.1%
30th $29,771 $30,810 $32,714 $35,571 9.9% 8.7% 19.5%

Source: Tabulated from American Community Survey Public Use Micro Sample as augmented by CEO.
Note: Income is measured in current dollars.

18 The distribution was calculated by stating each individual’s family income in family size and composition-
adjusted dollars. This makes the figures directly comparable to the reference (two-adult, two-child) family’s
poverty threshold.
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The reason behind the starkly divergent trends in the two poverty rates lies,
therefore, in the difference between the rates of growth in their respective poverty
thresholds. The official threshold is adjusted each year by the change in the Consumer Price
Index for All Urban Consumers (CPI-U). The CEO threshold, in contrast, is adjusted to
reflect the growth in median expenditures for food, clothing, shelter, and utilities. In recent
years, the growth of expenditures for the items in the CEO threshold has dramatically
outpaced the rate of inflation and, therefore, the increase in the official poverty threshold.'®
As Table Three indicates, the official threshold rose by 10.2 percent from 2005 to 2008.
Over the same period, the CEO threshold increased by 24.9 percent. Simply put, the CEO
poverty rate increased in the four-year period because the rise in CEO income could not
keep pace with the spike in the CEO poverty threshold.

Table Three

Poverty Thresholds, Two-Adult, Two-Child Family

Year Percentage Change:

2005- 2007- 2005-
Threshold 2005 2006 2007 2008 2007 2008 2008

Official $19,806 $20,444 $21,027 $21,834 | 6.2% 3.8% 10.2%
CEO $24,353 $26,138 $28,214 $30,419 | 15.9% 7.8% 24.9%

Source: U.S. Bureau of the Census & U.S. Department of Housing and Urban Development.

A more detailed comparison between the rate of growth in CEO income and the rate
of growth in the CEO threshold demonstrates the close correspondence between the relative
rates of change in resources and thresholds and the resultant movement in the poverty rate
during the four-year period. From 2005 to 2007, the growth in the threshold (by 15.9
percent) outstripped the growth in CEO income at the 20" and 30™ percentiles of the
distribution, and thus the poverty rate rose by 1.7 percentage points. From 2007 to 2008, the
threshold rose by 7.8 percent, but this was matched by the increases in income (of nearly 9
percent at the 20™ and 30™ percentiles), which left the poverty rate unchanged.

At the end of 2007, the U.S. economy entered a deep recession. At the national level
both the official and NAS-based poverty rates rose sharply. From 2007 to 2008, the official

19 We discuss the factors behind the rapid growth in the CEO threshold below.
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measure climbed from 12.5 percent to 13.2 percent and the NAS-based measure increased
from 15.3 percent to 15.8 percent.?’

Yet, as noted above, the CEO poverty rate did not rise. The continued growth in
income (at a pace that matched the rapid rise in the CEO threshold) appears to be due to
three factors. The first is a difference in the timing of the onset of the national and local
economic downturns. Although the U.S. recession began in December of 2007, the
contraction in employment, which has been so sharp and painful across the nation, did not
begin in New York City until the summer of 2008.

A second factor, which is also related to timing, is the manner in which the ACS
sample is collected. During each survey year, the Census collects one-twelfth of each year’s
ACS sample in each month. When they are surveyed, respondents provide information
about their income in the prior 12 months. Thus the first twelfth of the respondents in the
2008 survey are filling out their questionnaires in January but are reporting their income
over the 12 months of 2007; the second twelfth of respondents are reporting income from
February 2007 through January 2008, and so on. This means that the 2008 ACS is as
representative of income trends in 2007 as it is for those in 2008.** To a large degree,
therefore, the effect of the recession on income and poverty in New York City is yet to be
reflected in the ACS.

The third factor in the rise in CEO incomes from 2007 to 2008, new tax programs,
emerges when we examine the effect of specific forms of income on the poverty rate. Table
Four identifies the effect of individual components of CEO income on poverty. Its first row
reports the poverty rate using the CEO income measure. Subsequent rows report the poverty
rate using the CEO income measure while removing one of the additional resources that is
added to (or subtracted from) pre-tax cash by the NAS methodology. For example, the
second row in the table illustrates what the poverty rate would have been if the effect of
taxation had not been included in CEO income. The third row of the table estimates what
the poverty rate would have been if CEO income did not include nutritional assistance. The

20U.S. Bureau of the Census, Current Population Survey. The official and NAS poverty rates are available at:
http://www.census.gov/hhes/iwwwi/poverty/histpov/hstpov2.xls and http://www.census.gov/hhes/www/
povmeas/web_tab4 nas_measures_historical.xIs.

21 Unlike the ACS, the Current Population Survey, which is the source of annual poverty rate data for the U.S.,
provides calendar year estimates of income and poverty. The U.S.-wide poverty rates reported above are based
solely on data for 2008.
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rows under the heading, “Effect of Change in Income Concept” show the difference between
each one of the poverty rates using one of the alternative income measures and the poverty
rate using all of the elements of CEO income. These rows measure, therefore, the percent of
the population that is moved in or out of poverty by the different additions and subtractions
to family resources. For example, a poverty rate that did not include the effect of taxation
would have been higher than the CEO poverty rate in each year in the table. The row
labeled, “Taxation” indicates that, in 2008, an additional 1.4 percent of the population would
have been poor without the resources tax credits bring to low-income families.

The individual items that add resources to families (taxation, nutritional assistance,
the housing adjustment) all reduce poverty, but not equally; the housing adjustment has the
largest poverty reducing effect. Work-related expenses and medical out-of-pocket
expenditures (labeled “MOOP” in the table) increase the share of the population that is poor.
In general, the effect of each of the additions and subtractions is stable over time. The
trends in the various poverty rates in the table that omit one of the income items, therefore,
parallel the trend in the poverty rate using the full CEO income measure.

There is one notable exception to this pattern: the poverty rate that omits the effect of
taxation. While the CEO poverty rate is statistically unchanged from 2007 to 2008, the
poverty rate that does not include taxation increases from 22.4 percent to 23.4 percent
between 2007 and 2008. The row that provides the net taxation effect indicates that taxation
had an unusually large downward effect on poverty in 2008, offsetting what would
otherwise have been an increase in the poverty rate.

There were two important changes to Federal taxes that became effective in 2008
and appear to be responsible for this — the Recovery Rebate Credit that provided up to
$1,200 for married couples and up to $600 for single filers, and the Additional Standard
Deduction for Real Estate Taxes, which allows taxpayers to increase their standard
deduction by the amount they pay in state and local property taxes up to $1,000 for married
couples and $500 for singles. We estimate that without these two credits the poverty rate
based on all the elements of CEO income for 2008 would have been 23.7 percent instead of

the 22.0 percent reported in the table.
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Table Four

Effect of Additional Resources on the NYC Poverty Rate, 2005-2008

Poverty Rate by Income Concept
Total CEO Income
CEO Income without taxes
CEO Income without nutritional assistance
CEO Income without housing adjustment
CEO Income without work-related expenses
CEO Income without MOOP

Effect of Change in Income Concept
Taxation
Nutritional Assistance
Housing Status Adjustment
Work-related Expenses
MOOP

2005 2006 2007 2008
20.6 21.2 22.2 22.0
21.3 21.9 22.4 23.4
22.8 23.7 243 24.2
255 26.9 27.9 21.7
18.5 18.6 19.7 195
17.6 17.9 18.7 18.5
-0.8 -0.7 -0.2 -1.4
-2.2 -2.5 -2.1 -2.2
-5.0 -5.7 -5.7 -5.7
2.1 2.6 2.5 2.4
3.0 3.3 3.5 3.4

Source: Tabulated from American Community Survey Public Use Micro Sample as augmented by

CEO.

2.2 The Rise in the CEO Threshold

The very rapid climb in the CEO threshold, from 2005 to 2008, appears to be an

unusual one. In the past, the CEO and official thresholds had risen at a similar pace. From
1994 to 2005 the CEO poverty threshold rose by 33.5 percent while the official threshold

saw a 31.8 percent increase.”” Figure One illustrates the timing of the recent divergence in

the growth rates of the two thresholds by plotting each threshold’s value from 1994 to 2008

relative to their values in 1994. The similarity of the rates’ growth in the two thresholds

from 1994 to 2005 is readily apparent, as is the unusual acceleration in the growth of the

CEO threshold from 2005 to 2008.

22 CEO calculation from data provided by the Census Bureau and U.S. Department of Housing and Urban

Development.
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Figure One: Growth in Poverty Thresholds, 1994-2008
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Source: Tabulated from data provided by U.S. Bureau of the Census and U.S. Department of Housing and Urban
Development.

The 24.9 percent jump in the CEO threshold from 2005 to 2008 is mostly a result of
the rise in the U.S.-wide NAS threshold, which grew by 19.5 percent over the four-year
period. (The more rapid increase in the CEO threshold is due to the rise in the ratio of the
U.S. to New York City Fair Market Rents, from 1.40 in 2005 to 1.52 in 2008). Two factors
contributed to the spike in the national-level threshold. One is a run up in spending for
shelter associated with the recent housing boom along with a rapid rise in energy prices that
affected expenditures for utilities (such as home heating oil, electricity, and natural gas).
The mean expenditures for shelter among four-person families in the Consumer Expenditure
Survey rose by 19.2 percent from a three-year average ending in 2005 to the three-year
average ending in 2008, and expenditures for “utilities, fuels, and public services” increased
by 18.3 percent.”® (The “fuels and utilities” item within the Consumer Price Index rose by
22.9 percent from 2005 to 2008.)** Across the U.S., the rise in housing-related expenditures
was largely driven by home buyers. Although New York is a city of renters, local shelter
expenditures exhibited a similar increase. The New York City Housing and Vacancy
Survey indicates that median gross rents (rent plus utilities) for market rate apartments rose
by 20.4 percent from 2005 to 2008.%

28 CEO calculation from Consumer Expenditure Survey data available at: www.bls.gov/cex/#data.
% CEO calculation from Consumer Price Index data available at: www.bls.gov/cpi/home.htm.
% CEO tabulation from the 2005 and 2008 New York City Housing and Vacancy Survey.
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The second factor that contributed to the rise in the NAS threshold was a change in
the Consumer Expenditure Survey questionnaire and data processing methods. Beginning
with the second quarter of 2007, a question about “food away from home” was reworded. It
no longer asks about usual monthly spending. Instead, it asks about usual weekly spending.
In addition, the survey processing methodology was adjusted to allow for interest-only
mortgages. Both these changes would be expected to yield higher estimates of expenditures
for the shelter and food components of the threshold. It is impossible, however, to
distinguish between increases due to these changes and the growth of measured expenditures

that would have occurred without the changes.
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Tables Five and Six detail levels and changes in the poverty rate for specific groups
of New Yorkers using the CEO measure. We organize the data by demographic dimension
(such as age) and report the poverty rate for each group for 2005 through 2008. To help
readers compare subgroups to the population as a whole, the first row in Table Five provides
the City-wide data. The final column in both tables gives the sub-group’s share of the
relevant population.

The City-wide CEO poverty rate rose from 2005 to 2007, with no statistically
meaningful change from 2007 to 2008. The poverty rates for subgroups within the
population generally follow the same pattern. We therefore provide the percentage point
change in the poverty rate from 2005 to 2007, 2007 to 2008, and — to summarize — 2005 to
2008. The changes that are statistically significant are highlighted in bold. Differences in
poverty rates between groups — such as those between children and people 18 through 64
years of age — that are noted in this section have also been evaluated for their statistical
significance. Table Five classifies persons by their individual characteristics. Table Six
groups individuals by the characteristics of their families and living arrangements.

3.1 Poverty Rates by Individual Characteristics

Poverty Rates by Gender: Females are more likely to be in poverty than males.
The disparity averages to roughly 3 percentage points over the four years. The changes in
the poverty rates for both genders are similar and track the City-wide pattern. From 2005 to
2008, the male and female poverty rates rose by 1.6 percentage points and 1.2 percentage
points, respectively.

Poverty Rates by Age: New Yorkers 65 and older have the highest poverty rate
among the age groups, followed closely by children.?® Persons age 18 through 64 are the
least likely to be poor. Throughout the period covered by the table, the poverty rate for the
elderly was statistically unchanged. The poverty rate for working age adults, by contrast,
climbed by 2.0 percentage points from 2005 to 2008. The child poverty rate rose by 2.3

% The difference between the elderly and children is statistically significant in 2005 and 2008.
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percentage points from 2005 to 2007, but fell by 1.8 percentage points from 2007 to 2008,
leaving the 2008 poverty rate for the youngest New Yorkers statistically unchanged from
2005.

Poverty Rates for Children by Presence of Parents: Children in one-parent
families are more than twice as likely to be in poverty as children in two-parent families.
The poverty rate for children living with two parents increased by 2.7 percentage points
from 2005 to 2007, but was essentially unchanged from 2005 to 2008.

Poverty Rates by Race/Ethnicity: There is a striking disparity between the poverty
rates for Non-Hispanic Whites and the other major race/ethnic groups in New York City. In
2008, for example, the poverty rates for Non-Hispanic Blacks and Asians were 1.8 times
higher than the Non-Hispanic White poverty rate, and the Hispanic poverty rate was nearly
twice the rate for Non-Hispanic Whites. Although the Asian poverty rate was higher than
the Black poverty rate from 2005 through 2007, by 2008 the level of poverty for the two
groups was essentially the same. The poverty rate for Hispanics is significantly higher than
that of each of the other race/ethnic groups throughout the period.?’

From 2005 to 2007, the poverty rate rose for Non-Hispanic Blacks (by 2.3
percentage points) and Asians (by 3.4 percentage points). But the only statistically
significant change over the 2005 to 2008 period was among Non-Hispanic Blacks, a jump of
4.5 percentage points. The unique pattern of change for Non-Hispanic Blacks is due to the
2.2 percentage point rise in their poverty rate from 2007 to 2008. (We offer some thoughts
about why this occurred in the paper’s Discussion and Conclusions section.)

Poverty Rates by Nativity/Citizenship: The poverty rates for citizens, whether
they are native-born or naturalized, are virtually identical and they exhibit similar trends
over time. The poverty rate for citizens by birth rose by 1.2 percentage points and the
poverty rate for naturalized citizens increased by 1.6 percentage points from 2005 to 2008.
The non-citizen poverty rate, which is considerably higher (roughly 6 percentage points)
than the rate for citizens, was stable over this period.

2" Race/Ethnic groups are constructed as follows. First individuals are categorized by Hispanic ethnicity into
Non-Hispanic and Hispanic ethnic groups. Non-Hispanic individuals are then categorized by race. We use
three racial categories; White, Black, and Asian. Each only includes persons who identify themselves as
members of one race group. This sorting of the population excludes roughly 2 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
Americans.
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Poverty Rates for Persons 18 through 64 by Educational Attainment: The
likelihood that someone will be poor falls dramatically as his or her level of education rises.
Roughly one-third of New Yorkers who lack a high school degree are poor, while less than
one-in-ten City residents who have a Bachelors degree or higher live in poverty. From 2005
to 2008, however, it was the better educated groups that suffered an increase in poverty.

The poverty rate for those with a high school degree (but no more), some college, or at least
a Bachelors degree rose by 3.0 percentage points, 3.1 percentage points, and 2.0 percentage
points respectively. By contrast the poverty rate for persons without a high school degree
was statistically unchanged. (Some thoughts as to why are provided in the Discussion and
Conclusions section.)

Poverty Rates for Persons 18 through 64 by Work Experience: To measure
poverty by work experience over the past 12 months, we create three categories of working
age adults: 1) “Full-Time, Year-round,” which includes those who reported their usual
weekly hours as 35 or more and who worked at least 50 weeks in the last year; 2) “Some
work,” which includes those who worked part-time and/or part-year; and 3) “No work,”
composed of individuals who did not work at all over this period.

The disparities in poverty rates across these categories are dramatic; persons in the
“No work” group are at least five times as likely to be poor as are those who have had steady
work. Nonetheless, each work experience category exhibited similar increases in poverty
from 2005 to 2007, ranging from 1.8 percentage points to 2.4 percentage points. Only the
“Some work” group suffered a further rise in poverty from 2007 to 2008, by 2.4 percentage
points. (This estimate should be treated with caution, however; a change in the wording and
format of the 2008 ACS questionnaire affects the comparability of that year’s data with prior

years.)
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Table Five
Poverty Rates for Persons, By Demographic Characteristic
Group
Year Percentage Point Differences Share
2005- 2007- 2005- Of 2008
2005 2006 2007 2008 2007 2008 2008 Pop.
Total New York City 20.6 21.2 22.2 22.0 1.7 -0.3 14 100.0
Gender
Males 19.1 19.2 20.4 20.7 1.3 0.3 1.6 47.6
Females 21.9 23.0 23.9 23.1 2.0 -0.8 1.2 52.4
Age Group
Under 18 25.4 26.5 27.7 26.0 2.3 -1.8 0.6 23.1
18 thru 64 17.3 18.0 19.1 19.3 1.7 0.2 2.0 64.8
65 & up 27.9 27.6 28.5 28.5 0.6 -0.1 0.5 12.1
Children (under 18), by Presence of Parent
Two parents 16.2 16.8 18.9 17.2 2.7 -1.7 1.0 62.6
One parent 40.0 42.1 42.7 40.7 2.7 -2.0 0.7 374
Race/Ethnicity
Non-Hispanic White 14.0 14.0 15.1 13.7 1.1 -14 -0.3 35.1
Non-Hispanic Black 20.6 22.6 22.9 25.1 2.3 2.2 45 23.1
Non-Hispanic Asian 23.1 25.3 26.5 25.3 34 -1.2 2.2 11.8
Hispanic, any race 27.8 27.4 29.4 28.6 1.6 -0.8 0.8 27.7
Nativity/Citizenship
Citizen by birth 19.6 20.0 214 20.8 1.7 -0.5 1.2 63.1
Naturalized citizen 19.2 19.9 21.3 20.8 2.1 -0.5 1.6 19.0
Not a citizen 25.3 26.8 26.2 27.2 0.9 1.0 19 17.9
Working Age Adults (18 thru 64), by Educational
Attainment
Less than High School 33.7 33.3 34.8 34.5 1.2 -0.3 0.8 18.4
High School Degree 19.9 22.2 22.9 22.9 3.0 0.0 3.0 24.0
Some College 15.5 15.6 18.4 18.5 2.9 0.1 31 24.6
Bachelors Degree or
Higher 7.2 7.5 8.0 9.2 0.9 11 2.0 33.0
Working Age Adults (18 thru 64), by Work Experience in past 12
months®
Full-Time, Year Round 5.9 7.3 7.7 8.0 1.8 0.3 2.1 53.6
Some work 19.9 20.6 22.4 24.8 24 24 4.8 23.0
No work 37.0 36.9 39.2 39.7 2.2 0.5 2.7 23.5

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

Notes: Differences are taken from unrounded numbers. Differences in bold are statistically significant.

A change in the 2008 ACS questionnaire regarding work experience affects the comparability of 2008 estimates with those for prior years.
! See text for definition of work experience categories.
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3.2 Poverty Rates by Family Characteristics

Table Six provides poverty rates for persons based on the characteristics of the
family in which they live. As noted in the Introduction, “family,” from the perspective of
the CEO poverty measure, is a broader concept than that used by the Census Bureau
(persons who live together and are related by blood, marriage, or adoption). The CEO
“family” definition is the “poverty unit,” persons who live together and are sharing
resources and living costs. This includes all related persons, but also extends to unmarried
partners, their children, and other persons who we believe to be economically dependent on
other members of the household even if they are not kin. (See the appendix for more
details.)

Panel A in Table Six categorizes 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” that 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 provide the poverty rates for
members of single mother families separately.?

Not everyone is in a family. 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 Six is organized in a similar fashion to Table Five, reporting poverty rates, the
change in the poverty rate, and the group share of the population. The population shares of

the five main categories in each of the table’s panels sum to 100 percent.

%8 The householder is typically the person in whose name the dwelling is owned or rented.
% Single mother families account for 90 percent of families with children under 18 that are headed by a single
adult.
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Husband-Wife/Unmarried Partner: Among persons living in husband-
wife/unmarried partner families, those living with children have higher poverty rates than
those living without children. Members of the former group experienced a 2.4 percentage
point increase in their poverty rate, from 15.1 percent in 2005 to 16.2 percent in 2007. The
poverty rate for persons in the latter group rose from 11.8 percent in 2005 to 13.7 percent in
2007, a 1.6 percentage point climb.

Single Head: Members of families with a single head have higher poverty rates than
people in husband-wife/unmarried partner families. In 2008, for example, the poverty rate
for persons living in a single head family with children was more than twice as high as the
poverty rate for persons living in a husband-wife/unmarried partner family with children
(35.9 percent versus 16.2 percent). Within this single head group, there is a large disparity
in poverty rates between members of single head families without children and those that do
include children (23.7 percent compared to 35.9 percent in 2008). This is particularly true
for persons living in families headed by single mothers. The poverty rate for members of
families headed by single mothers was near 40 percent from 2005 through 2008. While
their poverty rates are high compared to other groups, none of the categories of persons
living in single head families saw a significant change in their poverty rates over the period.

Unrelated Individuals: A little over one-in-four of the City’s unrelated individuals
were poor from 2005 through 2008. This group’s poverty rate rose by 1.4 percentage points
over the period.

Work Experience of Family: Panel B in Table Six groups individuals by the work
experience of the families in which they reside. The categories were created by summing
the number of hours worked by persons 18 and older for each family in the prior 12 months.
Families with over 3,500 hours of work are labeled as having the equivalent of “two full
time, 