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The Campaign to Cut Poverty in Half in Ten Years

In the wake of Hurricane Katrina, the Center for American Progress convened a

diverse taskforce of national experts to examine the causes and consequences of

poverty in the United States and to devise a plan to reduce poverty and promote

greater opportunity for all. The result was a landmark report, released in April
2007, “From Poverty to Prosperity: A National Strategy to Cut Poverty in Half.™
The report laid out a series of policy recommendations which if implemented could

cut poverty in our nation in half in 10 years.

Hurricane Katrina was the impetus for that
report. Yet the taskforce’s findings detailed that
the American Dream had been under siege long
before the destruction of the hurricane. Our
nation experienced steady income growth over
the past several decades but the level of pros-
perity was not widely shared. Between 1947
and 1979 real median family income grew at an
annual rate of 2.4 percent, which amounts to a
doubling of real income over this period. Since
1979, however, the growth of family income
has become increasingly disconnected from the
broader growth of U.S. economic output and
productivity. While productivity has continued
to grow robustly, middle-class families are no
longer getting their share of that growth.?

This trend coincides with a decline in unioniza-
tion and fewer jobs offering the kinds of health
and retirement benefits that provide families
with economic security. The result: Over the past

three decades, our middle class grew smaller,

income inequality widened, and since 2000 our
nation’s poverty rate steadily increased—even

during periods of economic growth.

Recognizing these conditions in 2007, the
Center’s “Poverty to Prosperity” report outlined
a bold policy prescription to achieve the goal of
cutting poverty in half in 10 years. Modeling
from the Urban Institute found that just three

policy reforms would cut poverty by 26 percent:

* Raising the minimum wage to its historic level
of half the average wage

* Making the tax code work better for low-
income working families by enhancing the
earned income tax credit and child tax credit

* Enabling American workers who meet the

necessary eligibility to have child care services

The Half in Ten campaign was launched to enact
these and other measures to achieve our goal of
cutting poverty in half in 10 years.



We believe our federal government possesses
the policy tools to dramatically reduce poverty
and grow the middle class. What is lacking is
the political will. Our campaign was launched
in 2008 with the purpose of mobilizing support
for the report’s policy agenda and holding our
elected officials and ourselves accountable to an

ambitious yet achievable target.

Impact of the Great Recession on poverty
in the United States

Just a few months after our first report was
released, the Great Recession began in
December 2007, and by September 2008 the
economy was in free fall. In 2007 when the
report was released, the latest poverty figures
for 2006 showed that 12.3 percent of the
population, or 36.4 million people, lived in
poverty. Today the latest figures reveal that
15.1 percent of the population, or 46.2 million
people, lived below the federal poverty line in
2010, a 2.8 percentage increase, according to
the most recent data in 2010.

The incoming Obama administration and
Congress took decisive action to stem the
crisis and stabilize the economy, passing

the American Recovery and Reinvestment

Act of 2009, which at its height created or
saved up to 3.6 million jobs,?® and kept mil-
lions of Americans out of poverty. In fact,
analysis from the Center on Budget and Policy
Priorities shows that just seven targeted provi-
sions in the Recovery Act kept more than 6

million Americans out of poverty in 2009.*

In addition, the passage of comprehensive health
care reform and financial regulatory reform

in 2010 will play an important role in helping
low- and moderate-income families by increas-
ing access to health care coverage and expanding
protections from predatory lending practices that
strip the assets of vulnerable families. Yet the dev-
astation left in the wake of the Great Recession

remains dire. Consider the following facts:

* In 2009, the number of families with at least
one unemployed member increased to 12 per-
cent, nearly double the 6.3 percent in 2007.

* In 2004, the median net worth of white
households was $134,280 compared with
$13,450 for black households, but amid
the Great Recession at the end of 2009, the
median net worth for white households fell
24 percent to $97,860 while plummeting 83
percent to $2,170 for black households.

* In 2010, the real median income fell 2.3 per-

cent to $49,445 and 50 million people went

without health care coverage.®

In 2010, 22 percent of America’s children fell

into poverty.

Needless to say, our Half in Ten campaign hit
serious economic headwinds, though several

of our policy recommendations implemented
temporarily as part of the Recovery Act showed
progress in lifting families out of poverty. In
2010 alone the earned income tax credit lifted 3

million children out of poverty.

Today, however, the time is right for a renewed
commitment to reducing poverty, expanding
opportunity, and strengthening the middle class.
This report presents our new path to prosperity.
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Fast facts on poverty in America

This report from the Half in Ten campaign
examines the economic challenges facing
families in the United States and outlines a set
of priorities for addressing these challenges. We
believe that reducing the level of poverty and
inequality in our country is achievable. All we
need is the political will to do so.

The Half in Ten campaign believes that our growing
population and diversity as a nation is a source of strength
in the international economic arena. But we need to provide
economic opportunities to all Americans to capitalize on
these important demographic trends—not least because
these future taxpayers will be providing the fiscal resources

for our aging population in the coming decades.

Rising inequality among these emerging groups is
unhealthy for our democracy, too, both in terms of
economic growth and social conflicts. Escalating rates of
poverty rob the United States of one of its fundamental
values—the belief that one can achieve success through
hard work. Here are the principal findings and conclusions

of our report.
Poverty and economic hardship is on the rise

* In 2010 the poverty rate in the United States was 15.1
percent, with roughly one in six Americans, or 46.2 million
people, living below the official poverty line, according to
the U.S. Census Bureau. This is the largest number of poor
Americans since the U.S. Census Bureau started keeping
track of this measure in 1959. Those who are classified as
poor earned roughly $22,314 for a family of four.

* From 2009 to 2010 poverty among children under
age 18 increased from 20.7 percent to a staggering 22
percent, or 16.4 million poor children. And more than a
quarter (26 percent) of young children below age 5 lived
in poverty last year.

* Nearly 50 million Americans lacked access to health

insurance coverage in 2010.

The new Supplemental Income Poverty
Measure is timely

* For the first time, the U.S. Census Bureau later this year
will release the results of an alternative measure known as
the Supplemental Poverty Measure based on data gather-
ing in 2010.' This new method better reflects the realities
facing struggling families and ways in which current gov-
ernment programs can help them get back on their feet.
Unlike the traditional poverty measure, this supplemental
measure provides a more accurate accounting of household
expenses and the extent to which government antipoverty

programs are helping them escape hardship.
Solutions to rising poverty in our nation

In this report we call on policymakers to take immediate
action to ensure that as a nation we move forward with
the appropriate policies to expand economic opportunities
for all Americans. We outline a set of priorities that the
Half in Ten campaign will work with its partners to urge
policymakers to advance during the next 10 years. These

priorities fall into the following:

* Create more good jobs.
* Strengthen families and communities.

* Promote family economic security.

Our policy recommendations in these areas would
increase opportunities for families to lift themselves

out of poverty and reduce the threat of falling out of the
middle class. And the key poverty indicators we outlined
at the end of each of the preceding chapters will measure

our success towards cutting poverty in half in 10 years.

1 The first release of this alternative set of data was slated for release after this report when to
print. For details on the alternative measure, see: Bureau of the Census, Observations from
the Interagency Technical Working Group on Developing a Supplemental Poverty Measure
(Department of Commerce, 2010), available at http://www.census.gov/hhes/www/poverty/
SPM_TWGObservations.pdf
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Introduction
and summary

Jasmine Macario peers out of the window at her
trailer home in Arcadia, Fla.
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Foundational American values hold that hard work and equal opportunity
should yield a life of prosperity. All workers want a good job where they can
earn family-supporting wages with the benefits they need to provide for their
loved ones. Every parent wants to be able to provide their children with a better
life and standard of living than they had. And every family seeks a modicum of
economic security and dignity should they fall on hard times, knowing that they
can weather an economic storm through a combination of their own personal
assets and access to a government safety net that they contribute to by paying
state, local, and federal taxes.
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INTRODUCTION AND SUMMARY

A hand up to struggling families in times of need means a larger pool of people

contributing to the workforce, starting businesses, and building assets for

future generations. A goal to cut poverty in half in 10 years is an affirmation

of these foundational American values of hard work and equal opportunity,

and a critical part of an overall plan to strengthen our economy and expand

our middle class. These values are not only an important part of our national

ethos. They are also fundamental to long-term U.S. economic competitiveness.

The middle class is America’s engine for economic growth. A strong middle

class means more consumers for American goods and services.

This report shows we are far from fulfilling these pillars of the American

Dream. We also show a pathway to help us get there and describe the indicators

by which we should measure our progress. But first, we look at the baseline.

Poverty in the United States

n 2010 the official poverty rate in the United

States was 15.1 percent, meaning roughly
one in six Americans was living below the
poverty line. That translates into 46.2 million
people living in poverty, according to the U.S.
Census Bureau.” This is the largest number
of poor Americans since the Census Bureau
started keeping track of this measure in 1959.

That’s an alarming number of poor Americans but
it’s also not the full picture. Also of great concern
is the large number of struggling individuals who
are not captured among the poor, even though
their incomes are dangerously close to the official
poverty level. In 2010 more than 103 million
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people, or one in three, were low income, making
ends meet on incomes below twice the official
poverty level. These are individuals in a family of
four earning less than $44,700 annually.

These low-income workers, who are struggling
to make ends meet, face many of the same
economic risks and challenges as those who
are officially poor. A large body of research
shows that for families making below twice the
poverty level, there are significant barriers to
adequate housing, child care, and transporta-
tion.® Yet a 2007 poll conducted by Gallup also
revealed that most Americans believe the mini-

mum amount of yearly income a family of four



would need to “get along” in their community is
a little more than $40,000 annually, or roughly

twice the official level.? The perceptions and the
realities of existing on the edge of poverty are

clearly out of sync.

There are still more misperceptions about
poverty in our country. The current federal
poverty measure, developed in the 1960s, is
based on three times the cost of an emergency
food diet. At the time the measure was devel-
oped, food constituted one-third of the average
family’s budget. But since then the measure has
only been indexed to inflation, which means
the poverty line currently amounts to only
about $22,314 for a family of four in 2010.

Yet a lot has changed since the 1960s. Food
now amounts to around one-seventh of family
budgets as the costs of housing, transportation,
child care, and health care have all taken up

higher share of incomes.

This anomaly has important consequences for
how our poverty measure stands up against

T oo often the conversation about poverty
reduction in our country is separated from
the larger discussion about economic security
and opportunity for all Americans. Yet with
46.2 million Americans living in poverty, we
have a shrinking pool of consumers who could
help speed economic recovery and drive long-
term economic growth.

America’s foundational values of hard work and
equal opportunity. Growing a large and prosper-
ous middle class is difficult when the measures
upon which we gauge success are outdated. The
current measure is based on outmoded expendi-
ture patterns. Today’s poor families spend much
more on housing and child care, for example, and
much less on food. A more accurate poverty mea-

sure should take these changes into account.

What’s more, our traditional poverty measure
does not actually register the impact of many
critical antipoverty policies. Families who benefit
from tax measures such as the earned income
tax credit, which provides a refundable federal
income tax credit for low- to moderate-income
working individuals and families, or spending
programs such as the Supplemental Nutrition
Assistance Program—formerly known as food
stamps—are seen as no better off than families
who are not utilizing these programs. This cre-
ates the false impression that poverty is intrac-
table and that we’ll never make a dent in this

problem no matter what government does.

Poverty and long-term U.S. economic competitiveness

These Americans need a pathway to reach

and remain in the middle class. Many young
Americans live in poverty, which contributes
greatly to a high school graduation rate of only
74.4 percent. This means we are missing out
on the talents and contributions of millions of
young people who could help create the jobs
and industries of tomorrow.
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INTRODUCTION AND SUMMARY

Rising poverty is not a trend the United States
can afford. While not all poor children will grow
up to be poor, the increased likelihood of low-
income children staying poor as adults under-

mines our notion of equal opportunity as well

he United States is experiencing dramatic

changes in its ethnic makeup. Children
of immigrants make up one in four people
under the age of 18 and are now the fastest-
growing segment of the nation’s youth—an
indication that communities of color are driv-
ing the nation’s population growth.™ In fact,
of the 27.3 million people added to the U.S.
population during the past decade, Hispanics
accounted for well more than half of the gains,
with Asian Americans making the next biggest
contribution.' Unfortunately, as we experi-
ence this new era of diversity, we are also
seeing higher rates of child poverty within the
communities that represent the future popula-

tion growth in our nation.

Our growing population and the growing
diversity of our population is a source of
strength in the international economic arena.
Many of our competitors in Europe and Asia
are growing rapidly older as their populations
shrink. We are not.?? But we need to provide
economic opportunities to all Americans to
capitalize on these important demographic
trends, not least because these future
taxpayers will be providing the fiscal
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as our economic strength. Efforts to strengthen
the overall economy must create pathways for
those who are currently left out and not able to
fully participate in the future economic growth

of the nation.

America in 2050: Capitalizing on our nation’s diversity

resources for our own aging population in the

coming decades.

Rising inequality among these emerging groups
is unhealthy for our democracy, too, both in
terms of economic growth and social conflicts.
Escalating rates of poverty rob the United
States of one of its fundamental values—the
belief that one can achieve success through hard
work. Too often that upward mobility is out of
reach for millions of people who live in poor
communities with limited economic develop-
ment or employment opportunities.

Today, more than ever in America, one’s family
of origin and the community into which one is
born determines social and economic mobil-
ity. Without the necessary policy changes to
curb the level of unemployment and poverty
among racial minority parents, millions more
children will grow up in poor families and
with the associated economic consequences of
being poor. In 2010, 45.5 percent of African
American children, 37.6 percent of Latino
children, and 15.6 percent of Asian American
children under the age of 5 lived in poverty.*®
These are the children who will be driving



In 2010, 45.5 percent of African
American children, 37.6 percent of
Latino children, and 15.6 percent
of Asian American children under
the age of 5 lived in poverty.

THE ASSOCIATED PRESS FILE PHOTO

our economy and democracy 25 years from we close racial and ethnic disparities for the
now. With America expected to have no racial ~ long-term health of our economy.
majority by the year 2050, it is important that

Developing a new comprehensive opportunity framework

dangerous myth that permeates our bined with policy interventions such as an

national narrative is that “the poor will enhanced earned income tax credit and mini-
always be among us” and that there is little mum wage increase worked together to cut child
government can do to systematically reduce poverty from 23 percent to 16 percent.™

poverty. History shows this belief to be false.
Between 1964 and 1973, under both Democratic =~ The United States is and always will be a “can-

and Republican administrations, the U.S. poverty do” country. We possess a proven ability to set

rate fell by nearly half (43 percent) as a strong and achieve major national goals, from sending
economy and effective public policy initiatives a man to the moon to saving our country’s fail-
expanded the middle class. Similarly, between ing auto industry to preserve millions of jobs.
1993 and 2000, shared economic growth com- We cannot put the Great Recession behind us
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INTRODUCTION AND SUMMARY

unless we establish a set of strategies both to
prevent families from falling out of the middle
class and to provide more families with a
pathway out of poverty. This new model should
include these important principles relating to

the poor, among them:

¢ Lifting families out of poverty is an integral

strategy to increase economic growth.

* The poor are not a static group because only
a small percentage of the population remains
in poverty over a typical three-year period,*
which means low-income people can and do
take responsibility for supporting themselves.

* The poor who experience concentrated and
intergenerational poverty require a unique set

of policy prescriptions and opportunities.

This progressive approach builds on the
policies outlined in the 2007 “Poverty to
Prosperity” report to offer a comprehensive
plan to serve people anywhere along the
continuum from severe hardship to the brink
of economic self-sustainability. Our approach
encourages work and personal responsibility
with the necessary support and social condi-
tions to foster success among families strug-
gling to join the middle class.

Over the next decade, the Half in Ten campaign

will not only examine the number of individuals

8 HALF IN TEN WWW.HALFINTEN.ORG

who fall below the official poverty level, but
also those who face significant hardships and
barriers to economic opportunities. We will
track these Americans reaching for a piece of
the American Dream by tracking these poverty
and hardship measures:

* Number of people below 50 percent, 100 percent,
and 200 percent of the official poverty level

* Number of people who are poor under the
new Supplemental Poverty Measure—a new
set of more comprehensive data due to be
published for the first time later this year

* Number of people who were kept above
poverty by government support programs
such as SNAP (food stamps) and the earned
income tax credit

* Number of people who are poor due to medi-
cal expenses, child care, and work expenses

* Number of people facing food insecurity,
defined as not having enough food to meet

the nutritional needs of all the members of a
household

Tracking these income and wealth indicators
will enable us to gauge whether the three sets
of policies we detail in this paper are achieving
their goals.



n this report we also provide an in-depth
I analysis of why improvements in policies to
create good jobs, strengthen families, and pro-
mote economic security are critical to cutting
poverty and expanding the middle class. We
then outline a set of specific indicators to mea-
sure our progress toward achieving success in
each of these categories alongside specific rec-

ommendations on the policies we would enact

to reach those goals. Here, briefly, we present all

three facets of our in-depth report.

Creating good jobs

A good job is the best ticket out of poverty.
But with elevated levels of unemployment and
underemployment, the American Dream is out
of reach for too many families. Unemployment
not only causes damaging effects on individual
families and neighborhoods; it is also a driving
force behind our federal budget deficit. Higher
unemployment means fewer people paying
taxes and more people turning to unemploy-
ment insurance and other social services.
Targeted investments to tackle today’s jobs
crisis are a critical component of a strategy to

get our nation’s budget deficit under control.

For those who do have jobs, there has been a
steady decline in job quality over the past four
decades. Fewer jobs offer family-supporting
wages, health and retirement benefits, and the
flexibility needed to balance the demands of

work and family required to raise children pre-

How to cut poverty in half in 10 years

pared to contribute to our national prosperity
when they come of age. Too often, even hard-
working individuals with full-time employment
face economic hardship because the jobs them-
selves do not provide the financial means and

flexibility required to make ends meet.

Wages are obviously an important component of
job quality, but other elements—such as access
to training, opportunities for advancement,
employment benefits, and workplace flexibil-
ity—are all factors of a good job. Comprehensive
rethinking of our nation’s education and work-
force development systems, ensuring these
programs place a premium on training future
workers, is a critical first step. This new approach
will include investments in our youth to create a
pipeline to higher education and skills training,
as well as policies to improve advancement and
workplace flexibilities for all workers.

Efforts to increase union participation and
investments in growing sectors such as health
care will allow more workers without col-

lege degrees to enter the workforce and earn
family-sustaining wages. Over the next decade
the Half in Ten campaign will pursue efforts to
create more good jobs by examining measures
to increase the number of skilled workers,

lower unemployment, and improve job quality.
We will track:

* High school graduation rates
* Postsecondary education graduation rates

resulting in a full-time degree within six years

RESTORING SHARED PROSPERITY. STRATEGIES TO CUT POVERTY AND EXPAND ECONOMIC GROWTH



INTRODUCTION AND SUMMARY
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A plan that addresses the
interconnection of work, families,
and economic security will place
more individuals and families on
a path to economic stability.

* Number of disconnected youth, ages 16 to 24,
who are not in school and not working

* Median-wage jobs in the economy

* Unemployment rates

* Number of low-wage workers earning below
200 percent of poverty ($44,700 for family of
four) with paid sick leave

* Wage disparity for women

* Employer-sponsored retirement benefits

These measures will enable us to judge whether
our policy prescriptions are working.

Strengthening families and communities

We know raising children is primarily the
responsibility of parents, but public policies can
create conditions conducive to good parenting
by increasing opportunities within communi-
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ties, letting more families provide necessary
emotional and economic support for their
children. To that end, strengthening families
means providing children with the best pos-
sible life chances, regardless of where they start
off in life. This means ensuring children have
access to stable and safe housing, adequate
nutrition, health care, and the educational

opportunities they’ll need to thrive.

These factors—in tandem with changes in
social norms beyond the scope of public policy
but integral to success, such as encouraging
fathers to play a greater emotional and finan-
cial role in raising their children—will require
policymakers to address the needs of working
parents in a more comprehensive manner.

How can government policies reinforce social
changes outside the scope of government?



Here’s one way. Analysis by CAP economist
Heather Boushey shows that women’s participa-
tion in the labor force led to a dramatic increase
in dual-income households, which means two
parents sharing child-raising responsibilities,
often at different times of the day. Between
1979 and 2010 the participation of women in
the labor force rose to 58.6 percent from 50.9
percent, resulting in more women being the
primary breadwinners for their households
than men—with all the accompanying changes
in household roles.*

At the same time 42.2 percent of households
headed by a single mother in 2010 are raising
children in poverty.'” This requires a differ-

ent set of policy prescriptions. Strategies to
strengthen single-parent families must include
policies to boost the income of single parents,
both through flexible work schedules and child
care services that enable full-time employment
and through the engagement of fathers, who
can provide financial and emotional support to
their families.

The causes of poverty are clearly multidimen-
sional and complex. That’s why the Half in Ten
campaign believes a plan that addresses the
interconnection of work, families, and eco-
nomic security will place more individuals and
families on a path to economic stability, expand
the middle class, and revitalize prosperity in
the United States. And that’s why we support
policies that improve the health of families,
strengthen the connection within families,
and help them improve their financial circum-
stances. We will track the following indicators
to gauge the nation’s progress:

* Teen birth rates

* Individuals without health insurance coverage
* Youth in foster care

* Dual-income families with incomes below 200

percent of poverty

These measures will enable us to judge whether
our efforts to strengthen families and commu-

nities are working.

Promoting economic security and
opportunity

Each year in the United States, millions of
families and individuals face periods of eco-
nomic hardship. In fact, in any given year
nearly one in three Americans will spend at
least two months below the poverty line.'®
Economic security means that Americans
don’t fall into poverty when they cannot work
or when work is either unavailable through
no fault of their own, or unstable because the
hours jeopardize family care arrangements, or
pays so little that the job cannot make ends
meet. Economic security means that when
workers lose their jobs, they have time to look
for a better one or upgrade their education
and skills without risking eviction from their
residences or foreclosure on their homes.

Economic security also means that individuals
with disabilities are encouraged and supported
in their efforts to participate in the workforce
to the maximum extent possible, without fear-
ing that these efforts risk leaving them with no
source of additional government support. After
all, finding a job when disabled is hard enough.

RESTORING SHARED PROSPERITY: STRATEGIES TO CUT POVERTY AND EXPAND ECONOMIC GROWTH
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INTRODUCTION AND SUMMARY

When entering the workforce entails losing
government benefits to do so, it discourages
hard work and the natural desire to make one’s
way in life independently.

Finally, economic security means that no
child in America is hungry or homeless, and
that families have a strong safety net to help
regain their footing when they face challeng-
ing economic times. This requires policies to
strengthen our nation’s nutrition safety net
and expand safe affordable housing.

An important component of cutting poverty
in the United States is developing integrated
policies that help vulnerable families and
individuals develop their own plans for long-
term economic security. These strategies
must link reforms to the nation’s economic
and social safety net systems to better help
families gain access to critical services, build
assets, and save for their own future. When
families lack access to basic financial services
or the means to invest in assets such as a
home or a retirement plan, they are not in
the position to take advantage of the many
tax benefits that are available to middle-class

and higher-income Americans.
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Poor, low-, and moderate-income families too
often are plagued by predatory financial prac-
tices that drain their salaried income, leaving
them unable to build wealth because oppor-
tunities for prosperity in the United States
frequently rely on the ability to save and invest
in key assets that, in turn, enable families to
use those assets to climb the ladder of success.
Half in Ten supports efforts to improve access
to critical safety net programs and build assets

among low-income families.

We will track the following indicators to gauge
the nation’s progress in helping more families

become economically secure:

* Participation rate among eligible Americans
in SNAP (food stamps)

* Child care eligibility

* Percentage of unemployed Americans receiv-
ing unemployment insurance in 2010

* The housing affordability gap, or safe afford-
able rental housing for low-income families

* Percentage of Americans who are “unbanked,
or without checking and savings accounts

These measures will enable us to judge whether
our efforts to promote economic security and

opportunity are working.



Policy recommendations to cut poverty in half in ten years

I n the pages that follow, then, we will present  to the limited-government, we’re-all-in-this-

the current state of poverty in our nation, alone ethos of radical Tea Party conservatives,
the ways in which we can change the course of ~ progressive policies detailed in this report to
current economic trends to better the lives of expand our middle class and reduce poverty

all Americans and boost our national prosper- are fair, effective, and efficient. They are what

ity and competiveness, and how exactly public

policies can enable all this to happen. Contrary

America needs to ensure the 21st century is our

century, too.
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of the U.S. population was in poverty for at least two months while only
2.8 percent were in poverty for the entire period. Anderson, Dynamics of
Economic Well-Being.
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CHAPTER ONE

Poverty in the
United States today

Knowing where we stand so we know where to begin

By Desmond Brown and Melissa Boteach

Tiffany Tran, left, and her sister, Amy Tran, bag
groceries as Hannah Wendel, right, walks past
with empty boxes while they do volunteer work
at the University District Food Bank in Seattle.
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In 2010 the poverty rate in the United States was 15.1 percent, with roughly

one in six Americans, or 46.2 million people, living below the official poverty line,
according to the U.S. Census Bureau.” This is the largest number of poor Americans
since the U.S. Census Bureau started keeping track of this measure in 1959. Those
who are classified as poor earned roughly $22,314 for a family of four.
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POVERTY IN THE UNITED STATES TODAY

The sheer number of poor Americans is alarming, but also of great concern

is the large number of struggling individuals who are not considered poor
because their incomes place them slightly above the official poverty level. In
2010 more than 103 million people, or one in three, were struggling to make
ends meet at incomes below twice the official poverty level. These are indi-
viduals in a family of four earning less than $44,700 annually, or twice the
poverty level of $22,314 a year.

These low-income workers struggling to join the lower rungs of the middle
class face many of the same economic risks and challenges as those who are
officially poor. A large body of research on economic need shows that for low-
income families, there are significant barriers to adequate housing, child care,
and transportation.? A 2007 poll conducted by Gallup also reveals that most
Americans believe the minimum amount of yearly income a family of four
would need to “get along” in their community is a little more than $40,000
annually or roughly twice the poverty line.? Clearly the poverty line is an in-
adequate measure of what it takes to make ends meet at a basic level in the
United States.

Measuring poverty

inflation but not for changes in mainstream liv-

T he official federal poverty line was devel-

oped in the 1960s using spending data ing standard, which have far outpaced inflation.

from the 1950s. It was initially based on taking
the cost of an emergency food diet and multi-
plying it by three. The diet, called the Economy
Food Plan, was the cheapest of four food plans
developed by the Department of Agriculture.

Since then the measure has been adjusted for
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As a result, the poverty line is currently only
$22,314 per year for a family of four.

Over the past several decades, here are some of
the ways in which what Adam Smith called “the
customs of the county” expanded our contem-



Poverty in America—Children under age 18

* Between 2009 and 20710, the poverty rate for children under age 18 increased from

20.7 percent to 22 percent.!

* Compared to the rest of the population in 2010, children under the age of five have
higher deep poverty (below 50 percent of the federal poverty level) rates—12.2 per-

cent— than other age groups.2

* In 2010, 47.7 percent of young children under age five lived in low-income families—

those earning less than 200 percent of poverty or $44,700 for a family of four.

* In 2010, African American and Hispanic children under age five were much more likely
to be poor than white or Asian American children, with 69.5 percent of African American
children and 66.7 percent of Hispanic children living in low-income families compared

to 32.3 percent of non-Hispanic white children and 34.9 percent of Asian children.#

* In 2010, 9.8 percent of children under age 18 (7.3 million) were without health insur-

ance, not statistically different from 200g. 5

1 Bureau of the Census, “Income, Poverty and Health Insurance Coverage in the United States: 2010”(2011), available at http://

www.census.gov/prod/2011pubs/p60-239.pdf.

Ibid.

Bureau of the Census, “Annual Social and Economic Supplement (Table POV01)” (2011).

Bureau of the Census, “Annual Social and Economic Supplement (Table POV01)."

Ibid. Mark Green, who is unemployed, lives with
his wife and children.

wm b wN
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porary notions of “necessities” as the economy (as surveys find, most Americans view tele-

changed and growth in mainstream living stan- phones, cell phones, and a home computer as

dards outpaced inflation: necessities not luxuries).

* More mothers are working outside the home  * Roughly 90 percent of Americans view a car
(in both one- and two-parent families), and as as a necessity not a luxury, and families at all
a consequence more families have to pay for income levels spend a greater share of their
child care out of pocket. budgets on transportation today than they

did four decades ago.

* Job applicants and workers are expected to
have telephones, if not cell phones and email ~ + Jobs require more education, raising

RESTORING SHARED PROSPERITY. STRATEGIES TO CUT POVERTY AND EXPAND ECONOMIC GROWTH 17



POVERTY IN THE UNITED STATES TODAY

Outdated Poverty Measure

HOW IT WORKS

The current federal poverty measure was developed

in the 1960s and is based on taking the cost of an
emergency food diet and multiplying it by three.

m 1960s
At the time, food constituted
6 one-third of the average

family’s budget.

ﬁ Now Now it amounts to
around one-seventh as

56‘ the costs of housing,
childcare, and health
care have all risen
disproportionately.

expectations on parents to help save and pay
for college for their children, and young people

are more likely to have education-related debts.

When the official poverty line was first insti-
tuted, it was equal to about 50 percent of the
typical (median) family of four’s income. Public
opinion surveys conducted two decades later
found that most Americans thought that an
income equal to this same proportion of typical

income was needed to avoid poverty. Today,
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however, the federal poverty line is drawn at
approximately 28 percent of median income. In
other words, to be considered poor today, fami-
lies must have incomes that fall much farther
below mainstream incomes than 40 years ago.
Many of the families no longer counted as poor
under the official measure are working families

in poorly compensated jobs.

A second limitation of the official poverty
definition is that it only considers cash income
and therefore ignores many critical anti-
poverty policies. Families who benefit from
tax measures such as the earned income tax
credit, which provides a refundable federal
income tax credit for low- to moderate-income
working individuals, or the Supplemental
Nutrition Assistance Program—formerly
known as food stamps—are considered no
better off than families with the same earn-
ings who do not receive these work supports.
This creates the false impression that poverty
is intractable and that we’ll never make a dent
in this problem no matter what public policies

we have in place.

The Supplemental Poverty Measure

For the first time, the U.S. Census Bureau this
year is releasing the results of an alternative
measure known as the Supplemental Poverty
Measure, showing data for 2010. ° The new
supplemental measure is based on a frame-
work developed by the nonpartisan National
Academy of Sciences and attempts to address
several of the shortcomings of the official pov-

erty measure.



Poverty in America—Seniors

* POVERTY AMONG THE ELDERLY HAS FALLEN DRAMATICALLY SINCE THE 1960s. In 1959, over one-third of elderly Americans faced

* INCREASES IN SOCIAL SECURITY BENEFITS HAVE KEPT MORE SENIORS ABOVE THE POVERTY LINE. Better Social Security benefits

* COMMUNITIES OF COLOR, WOMEN, UNMARRIED PERSONS, THE LESS EDUCATED, AND THE VERY ELDERLY SUFFER FROM HIGHER

® SKYROCKETING HEALTH CARE COSTS THREATEN THE FINANCIAL SAFETY OF MANY SENIORS. In the past decade, the average cost

poverty. The poverty rate has fallen to g percent in 2010’

in the 1970s as well as increases in real wages allowed higher levels of benefits for seniors. This has kept more seniors out of

poverty. Without Social Security, given today’s patterns of savings and retirement, 44 percent of seniors would be in poverty.2

POVERTY RATES. Twenty percent of senior African Americans and Hispanics are in poverty, as opposed to 7.6 percent of whites.
Nineteen percent of seniors without a high school education had incomes below the poverty line, compared to only 4.4 percent

of those with a college degree. Unmarried seniors had a poverty rate of 15.5 percent compared to married seniors, who only had a

poverty rate of 4.9 percent. Among individuals 8o and older, 11.5 percent were in poverty in 2008, compared to 7.5 percent of those

between 65 and 69.3

of a family health insurance policy has doubled, continuing a trend of premium costs increasing far faster than inflation, wages,
or Social Security benefits.4 What's more, out-of-pocket contributions have increased in the form of higher deductibles and co-

payments.s

A wWwN =

U.S. Department of Commerce, “Income, Poverty, and Health Insurance Coverage in the United States: 2010” (Washington: Census Bureau, 2011), Table B.2.
Congressional Research Service, available at http://assets.opencrs.com/rpts/RL32697_20091002.pdf.

Ibid.

Kaiser Family Foundation, “Employer Health Benefits 2009 Annual Survey” (2010), available at http://ehbs.kff.org/2009.htmI?CFID=71586843&CFTOKEN=36402593&jsessionid=60301d605a377344e
02b780439547419803e.

“Insurance Premiums Still Rising Faster Than Inflation and Wages,” Prescriptions Blog, available at http://prescriptions.blogs.nytimes.com/2009/09/15/insurance-premiums-still-rising-faster-than-

inflation-and-wages/

It counts as income government supports in the
form of housing vouchers, the earned income tax
credit, and other work supports, helping to reveal
how much those policies are reducing poverty. In
addition, it takes into account taxes owed, child
support paid, and the cost of child care and certain
other work-related expenses that leave families
with fewer resources for paying their bills, and
acknowledges the importance of housing status
on a family budget by setting a lower threshold for

homeowners with no mortgage than for renters

and mortgage-paying households.

The new measure is not designed to replace the
traditional poverty measure or directly affect
which families qualify for government assistance
or the distribution of program dollars—unless
policymakers affirmatively decide otherwise in
the future. Instead, like the unemployment rate,

which in and of itself does not make a family
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Measures that set a higher—but still modest—standard than the federal poverty line
and the new Supplemental Poverty Measure

The poverty line, both the official version and the government’s new Supplemental Poverty Measure, is a very low
standard; even those living thousands of dollars above it experience high rates of hardship. Over time, moreover,
the poverty line has slipped further and further behind what most Americans consider necessary to get along in
their communities.

To better capture what families really need to get by, researchers, policymakers, and others often use two measures
of income adequacy that are above the poverty line and that are designed to rise with rising needs of society. These
are: “family budget” standards, such as Wider Opportunities for Women'’s Basic Economic Security Tables, which
price out the costs of a specific list of goods and services that are viewed as necessities; and measures that are tied
to a percentage of median income—typically 50 or 60 percent of median income—that are key measures in most
other wealthy countries.

Variants of both measures are or have been used by the federal government. Historically, the federal government
produced family budget standards for several decades, including before the development of the official poverty line,
until the Reagan administration discontinued them. Many local governments and agencies continue to employ

one form of family budget, known sometimes as the Self-Sufficiency Standard, to evaluate and design employment
and training programs, and guide career planning and set wage levels. Percent-of-median-income measures

are currently used to define low-income categories and eligibility in federal public housing and rental assistance
programs, and child care assistance programs, among others.

Median-income measures appear to be consistent with changes over time in the public’s understanding of the
minimum income needed to get by. In surveys that have asked people to estimate the amount of income needed
to get along in their community, the average response has generally tracked about 70 percent of after-tax median
income.” Family budget standards can be designed to reflect different living standards, but often reflect public
understanding of the amount of income needed to “get along” or “make ends meet.” Half in Ten plans to explore
these measures further and may add one or more indicators in future reports.

1 Denton R.Vaughan, Exploring the Use of the Views of the Public to Set Income Poverty Thresholds and Adjust them Over Time, June 1993, updated February 2004.
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Poverty in America—Asian Americans

* IN 2010, AsIAN AMERICANS HAVE A HIGHER POVERTY RATE THAN NON-HisPANIC WHITES. Almost 12 percent of Asian Americans

live in poverty, higher than the 9.9 percent rate of poverty among non-Hispanic whites.’

* ASIAN AMERICANS AS A GROUP HAVE LOWER-THAN-AVERAGE POVERTY RATES, BUT SEVERAL ASIAN NATIONALITIES HAVE HIGHER-
THAN-AVERAGE RATES OF POVERTY. The poverty rate among Hmongs is 37.8 percent, among Cambodians 29.3 percent, among

Laotians 18.5 percent, and among Vietnamese 16.6 percent.

® ASIAN AMERICAN SENIORS ARE ESPECIALLY AFFECTED BY POVERTY. ASIAN AMERICAN SENIORS AGE 65 AND OVER SUFFER FROM A

POVERTY RATE OF 12.3 PERCENT. This is higher than the national average for seniors, which stands at 9.9 percent, and the rate for

non-Hispanic whites, which stands at 7.8 percent.

* THE NORTHEAST AND GREAT LAKES REGIONS HAVE ESPECIALLY HIGH RATES OF ASIAN AMERICAN POVERTY. New York, Massa-
chusetts, and Pennsylvania have some of the highest poverty rates among Asian Americans in the country, at 15.5 percent, 14.7
percent, and 14.8 percent, respectively. The Northeast is also home to some of the largest Asian American populations in the

United States.4

www.aafederation.org/doc/WorkingButPoor.pdf
Ibid.

HwWN =

Bureau of the Census, “Annual Social and Economic Supplement (Table POV01)” (2011).
White House Initiative on Asian Americans and Pacific Islanders, available at http://wwwz2.ed.gov/about/inits/list/asian-americans-initiative/criticalissues.html.

eligible to receive unemployment benefits but
which is sometimes incorporated into programs
by policymakers, the new Supplemental Poverty
Measure may affect policy by providing policy-
makers and the public with an aggregate picture
of how Americans are faring. This may help

prompt a more effective government response.

For these reasons, the Supplemental Poverty
Measure is the headline statistic by which we
will measure progress in cutting poverty in half
between 2010 and 2020. While the new mea-

sure provides a somewhat conservative measure
of poverty, it improves on the official measure
in important respects and will be produced

annually by the Census Bureau.

The supplemental measure will give us a better
understanding of how public programs help
low-income people, but it does not tell us the
extent to which low-income families above the
poverty line are able to make ends meet. We
will detail our choices of additional measures in

subsequent chapters of this report.
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Poverty and U.S. competitiveness

00 often the debate over how to reduce
T poverty is separated from the larger dis-
cussion about economic security and opportu-
nity for all Americans. Yet with more than 46
million Americans living in poverty, we have
a shrinking pool of consumers who can help
speed economic recovery and drive long-term

economic growth.

These Americans need a hand up to reach

and remain in the middle class. Many young
Americans live in poverty, which contributes
greatly to a national high school graduation rate
of only 74.7 percent. This means we are missing
out on the talents and creative contributions of
millions of young people who could help create
the jobs and industries of tomorrow.

Rising poverty is not a trend the United

States can afford. Studies show that early

and extended exposure to poverty has nega-
tive long-term consequences for children.
According to the research, children born in
poverty have weaker economic prospects. Those
raised in poverty begin to fall behind their
higher-income peers in cognitive achievement
at an early age, and they have a much more dif-

ficult time catching up later in life.”
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Early childhood poverty also leads to a host

of physical and mental health problems over
the course of childhood into early adulthood—
problems that reduce long-term worker pro-
ductivity and increase health care costs. All
else being equal, children growing up in poor
families are at greater risk for adolescentand
young adult anxiety and depression.®

These trends are particularly troubling in light
of the elevated child poverty rates during the
Great Recession and slow economic recovery.
From 2009 to 2010 poverty among children
under age 18 increased from 20.7 percent to 22
percent or 16.4 million poor children. And more
than a quarter (26 percent) of young children

below age 5 lived in poverty last year.’

While not all poor children will grow up to be
poor, the increased likelihood of low-income
children staying in the bottom fifth of income
earners as adults undermines our notion of
equal opportunity as well as our national
economic strength. Efforts to strengthen the
overall economy must create pathways for
those who are currently left out and are not
able to fully participate in the future economic

growth of the nation.



Poverty in America—Native Americans

* In 2010, more than half (53.8 percent) of Native American female-headed families

with children lived in poverty.’

* Poverty rates are higher for Native Americans than for the general U.S. population.
For American Indians and Alaskan Natives, 25.9 percent are living under the poverty
line, and 12 percent are living at half the poverty level, compared to 11 percent and
4.6 percent, respectively, for white Americans, according to the most recent data
from the U.S. Census Bureau between 2005 and 2009.2

* More than 1in 5 American Indians and Alaska Natives lives in a family with no
workers. Even before the Great Recession began in late 2007, American Indians and
Alaska Natives were more than twice as likely as whites to live in a family with no ties

to the workforce, 22 percent compared to g percent. 3

* From the first half of 2007 to the first half of 2010, the American Indian unemploy-

ment rate nationally increased 7.7 percentage points to 15.2 percent.

* Between 2005 and 2009, the poverty rate for American Indian families living on reser-

vations was more than three times the rate for the rest of the country.s

1 National Women Law Center, “Poverty Among Women and Families, 2000-2010: Extreme Poverty Reaches Record Levels As
Congress Faces Critical Choices” (2011).

2 American Community Survey, 2005-2009, available at http://factfinder.census.gov/servlet/STTable?_bm=y&-geo_id=01000US&-
qr_name=ACS_2009_5YR_G00_S1703&-ds_name=ACS_2009_5YR_GO0O_.

3 CaraJames, Karyn Schwartz, and Julia Berndt, “A Profile of American Indians and Alaska Natives and Their Health Coverage”
(Washington: Kaiser Family Foundation, 2009), available at www.kff.org/minorityhealth/upload/7977.pdf.

4 Algernon Austin, “Different Race, Different Recession: American Indian Unemployment in 2010” (Washington: Economic Policy
Institute, 2010). From the first half of 2007 to the first half of 2010,

5  Bureau of the Census, “2005-2009 American Community Survey 5-Year Estimates, American FactFinder” (2010), available at http:// the American Indian unemployment rate nationally

factfinder.census.gov. L 3
increased 7.7 percentage points to 15.2 percent.
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Demographics of poverty

« More white Americans live in poverty than any other group

(31.6 million or 13 percent of white Americans.

« A disproportionate number of African Americans and
Hispanics fall below the official poverty level. In 2010 African
Americans (27.4 percent) and Hispanics (26.6 percent) were

more than twice as likely to be poor as white Americans.

« Among those living in deep poverty (below 50 percent of
the official poverty level, or $11,157 a year for a family of four),
African Americans and Hispanics faced higher rates than the
overall population—13.5 percent and 11 percent respectively,

compared to 6.7 overall.

« Women experienced a higher rate of poverty (16.2 percent)

than men 14 percent.

ACCORDING TO THE U.S. CENSUS BUREAU IN 2010:

+ 40.3 percent of young people between the ages of 25 to 34
without a high school diploma fell into poverty.™

« In 2010 the poverty rate for people aged 18 to 64 with a

disability was 27.9 percent, or 4.2 million people.

GOVERNMENT POLICIES AT WORK

« The value of the federal earned income tax credit would reduce

the number of children classified as poor in 2010 by 3 million.

« The number of people aged 65 and older in poverty would
be higher by almost 14 million if Social Security payments
were excluded from money income, quintupling the number

of elderly people in poverty.

Capitalizing on our nation’s diversity

T oday the share of Americans under age 18

stands at a low of 24 percent of the popula-

tion—even as the share of people 65 and older
is expected to jump from 13 percent today to

roughly 20 percent by 2050.%° At the same time

the country is experiencing dramatic changes
in its ethnic makeup. Children of immigrants
make up one in four people under age 18 and
are now the fastest-growing segment of the
nation’s youth, an indication that immigrants
and minority births are driving the nation’s

population growth.!!

24 HALF IN TEN | WWW.HALFINTEN.ORG

Unfortunately, as we experience this new era
of diversity, we are also seeing higher rates of
child poverty within the communities that rep-
resent future population growth in our nation.
Of the 27.3 million people added to the U.S.
population during the past decade, Hispanics
accounted for well more than half of the gains,
with Asians making the next largest contri-
bution.'? Escalating rates of poverty rob the
United States of one of its fundamental values:
the belief that one can achieve success through
hard work and equal opportunity.



Focusing on cutting poverty in half works

THE U.S. AND U.K. ABSOLUTE POVERTY RATE, 1989-2009
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U.K.: Percent of U.K. children below the absolute
poverty threshold, 1989-2008
(about 60 percent of median income in 1998-99)
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Source: Jane Waldfogel's presentation to First Focus Hill Briefing, December 7, 2010

Our growing population and the growing diver-
sity of our population is a source of strength in
the international economic arena. Many of our
competitors in Europe and Asia are growing
older as their populations shrink. We are not.™
But we need to provide economic opportunities
to all Americans if we are to capitalize on these
important demographic trends, not least because
these future taxpayers will be providing the fiscal
resources for our own aging population in the

coming decades.

Rising inequality among large segments of our
population is also unhealthy for our democ-
racy, both in terms of economic growth and
social conflicts. Today, mobility in America is
greatly determined by one’s family of origin
and the community into which one is born.
Too often upward mobility is out of reach for

millions of people who live in poor communi-

“07‘

‘109‘

ties with limited economic development or

employment opportunities.

Without the necessary policy changes to curb
the level of unemployment and poverty among
racial minority parents, millions more children
will grow up in poor families, with the associ-
ated emotional and economic consequences

of being poor. In 2010 45.5 percent of African
American children, 37.6 percent of Latino
children, and 15.6 percent of Asian American
children under the age of 5 lived in poverty.

These are the children who represent a large
share of our economy and our democracy 25
years from now. With America expected to have
no racial majority by the year 2050, it is impor-
tant that we close racial and ethnic disparities
for the long-term health of our economy. (see
boxes on pages 20 and 26)

RESTORING SHARED PROSPERITY. STRATEGIES TO CUT POVERTY AND EXPAND ECONOMIC GROWTH

25



POVERTY IN THE UNITED STATES TODAY

International standards

etting a goal to cut poverty in half in 10 years
S is not without precedent. In 1999 the United
Kingdom set a similar goal to end child poverty in
Great Britain within a generation. Over the next
10 years, Prime Ministers Tony Blair and Gordon
Brown implemented an ambitious antipoverty
agenda, cutting child poverty by more than half
if measured in absolute terms as we do in the
United States.'” (see chart on page 25)

Even with the onset of a deep recession, a change
in government to a more conservative coalition,
and subsequent austerity measures, reducing
child poverty remains a national goal in the

Achieving deficit reduction while
strengthening the middle class

26

T he protracted 2011 debate over how to raise
the federal debt ceiling was a tough blow
for struggling Americans. In the end the Budget
Control Act of 2011 included cuts to spending
that will affect those hit hardest by the Great
Recession of 2007-2009 and the subsequent
slow recovery.” While it is critically necessary to
take care of the nation’s debt, the price exacted
for paying America’s bills was a high one, borne
disproportionately by the middle class and low-
income Americans.

The debt ceiling debate further distracted our
elected officials from another crisis: 25 million

HALF IN TEN WWW.HALFINTEN.ORG

United Kingdom. Prior to national elections in
2010, all three parties endorsed the commitment
to end child poverty, and upon his victory Prime

Minister Cameron restated that commitment.

While there are many lessons to draw from the
British example, Columbia University professor
Jane Waldfogel notes that “the most impor-
tant implication is that it is possible to make

a sizable reduction in child poverty. ... if we
think that there is nothing government can do
to reduce child poverty—defined in American
terms—the British example clearly provides

strong evidence to the contrary.”*®

Americans who can’t find or are in need of a
full-time job.?® President Obama last month sent
Congress his American Jobs Act,?* which out-
lined a comprehensive strategy to create millions
of jobs, reduce unemployment, and strengthen
our nation’s middle class. The plan offered a bal-
anced approach that includes new investments
in infrastructure, funds to hire and train some of
the nation’s critical workforce while also provid-
ing support for jobless workers. The plan pays
for these investments in our country’s future by
asking the wealthiest Americans and corpora-

tions to pay their fair share.



Poverty in America—The lesbian, gay, bisexual, and transgender populations

* Lesbian women have consistently higher rates of poverty than do heterosexual
women. Twenty-four percent of lesbian and bisexual women ages 18 to 44 are living
in poverty compared to 19 percent of heterosexual women, according to the National
Survey of Family Growth. The same study found that 15 percent of gay men live in

poverty compared to 13 percent of heterosexual men.’ o

* Lesbian couples tend to have much higher poverty rates than either heterosexual or
gay male couples. Lesbian couples ages 65 or older are twice as likely as heterosexual - ’
married couples to live in poverty.

* Children of same-sex couples are about twice as likely to be poor as children of het-
erosexual married couples. One out of every five children living in same-sex couple
families lives in poverty, compared to 1 out of every 10 children in married hetero-

sexual couple families.?

* Transgender individuals have high unemployment rates, low incomes, high poverty
rates, and high rates of homelessness. While little data is available on the wages
of transgender people, between 22 percent and 64 percent of transgender people

reported annual earnings of less than $25,000 in sample surveys.+

1 The Williams Institute, “Poverty in the Lesbian, Gay, and Bisexual Community” (2009), available at http://www.law.ucla.edu/wil-
liamsinstitute/pdf/LGBPovertyReport.pdf.

2 Ibid.
3 lbid.
4 The Williams Institute, “Bias in the Workplace: Consistent Evidence of Sexual Orientation and Gender Identity Discrimination”
(2007), available at http://www.law.ucla.edu/williamsinstitute/publications/Bias in the Workplace.pdf. Lesbian cou ples tend to have much higher poverty

rates than either heterosexual or gay male couples.

ISTOCKPHOTO.COM

The president then followed up with his larger tee, however, can consider more bold steps to
budget plan, which he wants the bipartisan reduce the budget deficit, and create jobs.
“super committee” created by the Budget

Control Act to consider alongside his jobs Achieving $1.2 trillion or more of deficit reduc-
plan.? The super committee is responsible for tion without any revenue would force deep cuts
coming up with an additional $1.2 trillion to in programs such as Medicaid, Social Security,
$1.5 trillion in cuts in the next 10 years, with and the Supplemental Nutrition Assistance

an up-or-down vote in Congress if the commit-  Program. These debt ceiling cuts would place

tee can agree on a package. The super commit- restrictions on our annual spending bills that will
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harm the most vulnerable people in our nation.
Also at risk are investments in programs that
help families get a foothold in the middle class,
such as education and training dollars.

Half in Ten strongly agrees that increased tax
revenues from corporations and individuals
with the greatest ability to pay should be part
of any agreement to further reduce the deficit.
In the short term, spending cuts alone will not
only reduce opportunities and create immedi-
ate hardship for low- and middle-income fami-
lies, but it will also reduce families’ purchasing
power. When they spend less, it places our
fragile economy at still-greater risk.

We also place the middle class at risk. Indeed,
we continue to see rising levels of inequality in
the United States.

In the long term, the increasing concentra-
tion of wealth and income at the very apex

of our society restricts struggling middle-

class families from investing in their futures.
Half in Ten believes we can build a nation of
shared prosperity by pursuing a more balanced
approach to reducing our deficit while invest-
ing in programs to reduce hardship and grow
the middle class.

Increasing opportunities: Government policies matter

28

dangerous myth that has long permeated

our national narrative is that “the poor
will always be among us,” that is, that there is
nothing government can do to systematically
reduce poverty. History shows this perception
to be false. Between 1964 and 1973, under both
Democratic and Republican administrations, the
U.S. poverty rate fell by nearly half (43 percent)
as a strong economy and effective public policy
initiatives expanded the middle class.

Similarly, between 1993 and 2000, shared eco-
nomic growth combined with policy interven-
tions such as improved access to child care and

an enhanced earned income tax credit worked
together to cut child poverty from 23 percent to 16
percent.”* We can do better in the coming decade.
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The United States is a “can-do” country. We
have a proven ability to set and achieve major
collective goals, from sending a man to the
moon to saving our country’s flailing auto
industry to preserve millions of jobs. Most
recently, we saw policy interventions that had
a big impact on reducing poverty and hardship.
The Great Recession provides a case study of
policy interventions that worked in keeping
people out of poverty and preventing a rise in
severe hardship even during the worst eco-

nomic downturn since the Great Depression.

The American Recovery and Reinvestment Act
of 2009 included a boost to the Supplemental
Nutrition Assistance Program, which helped
struggling families put food on the table and



Vice President Joe Biden looks
on as President Barack Obama
signs the American Recovery and
Reinvestment Act in 2009.

provided a needed boost to the economy as
families spent their checks in local grocery
stores, keeping other Americans employed.
Before the SNAP boost in the Recovery Act,
the number of households struggling against

hunger rose dramatically, from 11.1 percent in

Measuring our progress

When policymakers set out to tackle a
complex problem, they must ask them-

selves important questions such as:

* What outcome are we trying to accomplish?
* What do the data tell us about how best to
achieve that?

GERALD HERBERT /THE ASSOCIATED PRESS

2007 to 14.6 percent in 2008.% Yet in 2009, a
year with record unemployment, the percent
of people living in food-insecure households
stabilized at 14.7 percent, and with the SNAP
improvements still in place there was not a

significant increase in 2010.%

* What programs are currently working and
where are there gaps or inefficiencies?

* How can we make the best use of limited
resources to solve this problem?

This report will track a set of indicators to

provide a comprehensive and detailed picture of
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how well we are doing in moving more families
toward prosperity and opportunity. For this
chapter on measuring poverty overall, we will
use the following measures to gauge how many
people fall into poverty, the types of hardships
low-income people face, and the impact of gov-

ernment programs:

* Number of people below 50 percent, 100 percent,
and 200 percent of the official poverty level

* Number of people who are poor under the
Supplemental Income Poverty Measure

* Number of people who were kept above pov-
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erty by government supports

* People who are poor due to medical expenses,
child care, and work expenses

* Food insecurity

The chapters that follow provide deeper analy-
sis of why improvements in policies to create
good jobs, strengthen families, and promote
economic security are critical to cutting poverty
and expanding the middle class. Each chapter
includes specific indicators to measure our
progress toward reducing poverty and economic
hardship. We turn first to creating good jobs.
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Indicators

Poverty and hardship

The data in number 1 show the official poverty rate for 2010 at different income levels. The data in number two shows
food insecurity in 2010 by various measures. The data in 3a and 3b capture the Supplemental Poverty Measure rate for
2009 and show the impact of government programs. It will be updated later this year for 2010. The data in number 4
on page 33 shows state-by-state poverty rates in 2010. Improving upon all of these measures will indicate how well we
are reducing poverty and hardship in our nation.

e Percentage of people living below or near @ Percentage of people below poverty

the official poverty level (2010) by different measures

Below50% Below 100%  Below 200% (2009 SPM preliminary)
of poverty  of poverty of poverty

Al 6.7 15.1 33.9 All

Whites (non-Hispanic) 43 9.9 25.5 Whites- (non-Hispanic)

Blacks 13.5 27.4 513 Blacks

Hispanics 10.9 266 546 Hispanics

Asians 58 121 283 Asians

Female 7.1 16.2 358 Children {under age 18)

Male 6.2 14.0 319 Elderly (65 and older) | ‘ ‘ ‘

0 5% 10% 15% 20% 25% 30%
Children ages 0-5 12.2 25.9 47.7 SPM
Elderly (over 65) 25 9.0 34.6

Source: Bureau of the Census- Percent of People in Poverty using the
Supplemental Poverty Measure: 2009-2010

Source: Bureau of the Census, Annual Social and Economic Supplement, Department of Commerce,
2011, (Table POVOT1). http://www.census.gov/hhes/www/cpstables/032010/pov/new01_000.htm

e Food insecurity (2010) @ Effect of Government Programs and
Work Expenses (2009 SPM preliminary)

Food insecure households 14.5%
i 0

Low food security households 9.0% Without Work Expenses

Very low food security households 54% Without medical out-of-pocket expenses

Food insecure household above the national average Without School Lunch

Incomes below the official poverty level 40.0% Without Subsidize housing

With children, headed by a single woman 35.0% Without SNAP

Hispanic 26.2% Without EITC

) . SPM- Preliminar
African American 25.0% Y | ! ‘ !
0 5% 10% 15% 20%

Source: Economic Research Service, Food Security in the United States: Key
Statistics and Graphics, Department of Agriculture, 2011. Available at http://
www.ers.usda.gov/briefing/foodsecurity/stats_graphs.htm Source: Bureau of the Census- Individual elements on SPM rates: 2009
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e Poverty rate by state (2010)

State  Population Poverty f’ercent of people State  Population Poverty _Percent of people
number in poverty number in poverty
AL 4,666,970 888,290 19.0 MT 964,509 140,969 14.6
AK 696,822 69,279 9.9 NE 1,776,166 229,923 129
AZ 6,272,686 1,094,249 17.4 NV 2,666,662 398,027 14.9
AR 2,839,798 534,898 18.8 NH 1,276,614 105,786 83
CA 36,593,372 5,783,043 15.8 NJ 8,626,524 884,789 103
co 4,934,178 659,786 134 NM 2,024,716 413,851 20.4
cT 3,466,977 350,145 10.1 NY 18,879,810 2,821,470 14.9
DE 874,321 103,427 11.8 NC 9,304,553 1,627,602 17.5
DC 570,953 109,423 19.2 ND 651,415 84,895 13.0
FL 18,436,788 3,047,343 16.5 OH 11,224,969 1,779,032 15.8
GA 9,446,906 1,688,932 17.9 OK 3,646,849 616,610 16.9
HI 1,326,373 142,185 10.7 OR 3,765,919 596,408 15.8
ID 1,541,860 242,272 15.7 PA 12,298,955 1,648,184 13.4
IL 12,543,457 1,731,711 13.8 RI 1,012,200 142,188 14.0
IN 6,294,417 962,775 153 SC 4,493,865 815,755 18.2
1A 2,950,251 370,507 12.6 SD 788,226 113,760 14.4
KS 2,775,355 377,530 13.6 TN 6,195,120 1,095,466 17.7
KY 4,215,643 800,226 19.0 TX 24,652,927 4,414,481 17.9
LA 4,413,890 825,144 18.7 uT 2,730,176 359,242 13.2
ME 1,293,012 167,242 12.9 VT 600,850 76,352 12.7
MD 5,643,821 557,140 9.9 VA 7,780,635 861,969 111
MA 6,333,611 725,143 11.4 WA 6,615,922 888,718 134
M 9,656,449 1,618,257 16.8 Wv 1,799,960 326,507 18.1
MN 5,189,200 599,516 11.6 Wi 5,535,803 731,479 13.2
MS 2,875,594 643,883 224 Wy 551,120 61,577 11.2
MO 5,817,852 888,570 153

Source: Bureau of the Census, ACS 2010 Data
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Over nearly three decades immediately following World War II, poverty in the
United States declined sharply. Since then, however, little sustained progress
has been made. The poverty rate generally has remained above its 1973 level,
with the only bright spot being the late-1990s when the economy was near
full employment. But poverty is not an isolated indicator. As we detail in this
chapter, the rise and fall in poverty is almost completely explained by three
economic factors: unemployment, median earnings, and the distribution of
wages between middle-wage and low-wage workers.
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The lengthy post-war decline in poverty occurred during an era of broadly

shared prosperity. In this period, between 1949 and 1973, unemployment

was generally low, income and earnings inequality declined, and incomes

increased across the board, with Americans in the bottom half of the income

distribution experiencing the largest gains. Economic progress during this

period was the product, in large part, of intentional public policy decisions,

not merely the private ones of a theoretically autonomous market or “natural”

economy left to its own devices.

These decisions included: the GI Bill, which made it possible for millions of World
War Il veterans to attend college or vocational school; the creation and strength-

ening of labor market institutions, through measures such as the minimum wage

and collective bargaining; sustained and substantial investment in public infra-

structure; sensible financial regulation that limited asset bubbles and other abus-

es; and the creation and expansion of Social Security, Medicare, and Medicaid.

All of this isn‘t to say that the 1950s and
1960s were a wonderful time for all low-
income people and people of color—a time
we need to return to—but rather that the
kinds of progressive policies that prevailed
during this period got us moving in the right
direction for nearly three decades by ensur-
ing that people in all income groups shared in
economic growth and productivity gains. If
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we had kept moving in that same direction—
if low- and middle-income people had shared
in economic growth during the last three
decades at the same level as they did in the
earlier period—then the United States would
be a stronger, more prosperous, and more
just nation today, and the poverty rate, at
least as currently measured, would be some-
where around zero.



hen conservatives came to power in the
W1980s, they claimed their political phi-
losophy would result in greater economic growth
and productivity for the benefit of all Americans.
President Ronald Reagan, for example, opened
his first Economic Report in 1982, with the
assertion that the conservative “reorientation of
the role of the federal government in our econ-
omy” would mean “more jobs, more opportunity,

and more freedom for all Americans.”

This reorientation did not deliver on its
promises. While the incomes of high-income
Americans continued to grow, the incomes

of the vast majority barely kept pace with
inflation, and the lowest-income Americans
lost ground. The poverty rate fell steadily
between 1949 and 1973, declining overall

all by nearly 75 percent.' After the Reagan
administration shifted federal policy to the
right, poverty increased steadily, and incomes
for most Americans fell or remained stagnant
in real terms. Poverty fell again during the
full employment years of the 1990s—nearly
hitting its historical low in 2000, a trend that
was catalyzed by the historic expansion of
the earned income tax credit in 1993 and the
first increases in the minimum wage since the

Carter administration.

This trend was reversed again after the George
W. Bush administration pushed through mas-
sive tax cuts that provided lopsided benefits to
the least disadvantaged Americans in 2001 and
2003. In 2007, real median household income,

adjusted for inflation, was actually lower than it
had been 2000, and the poverty rate was higher.”
With the onset of the Great Recession, unem-
ployment and poverty have returned to levels
last seen during the Reagan administration, and

median income has fallen again in real terms.

The American Recovery and Reinvestment Act of
2009 likely staved off a second Great Depression,
and moderated the negative impact that
increased unemployment, loss of employment-
based health insurance, and stagnant wages had
on working-class Americans. Now, amid a tepid
economic recovery, a new round of vigorous
action is needed to create jobs, although it faces
considerable resistance from a Tea Party-inspired
House of Representatives determined to push
the failed radical right-wing alternative again.
Understanding the link between more good jobs
and falling poverty across America could not be
more important today.

In this chapter, we explain why creating more
good jobs is a necessary condition to expand
the middle class and reduce poverty substan-
tially over the next 10 years. First, we review
historical trends in poverty® and show how
they are explained by trends in unemployment,
median earnings, and wage distribution. Next,
we examine trends in job quality and low-wage
work, and how these trends influence the major
employment-related factors—including the
decline of unionization and the value of the
minimum wage, the retreat from promoting

full employment, and the failure to adopt basic
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standards for work-life balance—that have
contributed to the high poverty rate.

Finally we look at the differences between two
important occupational categories for adults
without college degrees—construction and care
work—to learn more about how we might con-
nect these adults to good jobs that already exist
in the economy but don’t require college, and

turn existing low-wage jobs into good ones.

esearchers estimated poverty rates for 1949

(the 1950 decennial Census year for the first
time asked respondents about their income in the
preceding calendar year) by projecting the 1959
official poverty line back using the Consumer
Price Index.* Using this method they found that
the poverty rate in 1949 was 40.5 percent com-
pared to 22.1 percent in 1959. Thus, poverty fell
by almost half (45 percent) in the 1950s.

Poverty fell by almost half again between 1959
and 1969, hitting 12.1 percent in 1969, and
then a few years later, in 1973, the share of
persons below the official poverty line reached
the lowest level on record at 11.1 percent. All
told, between 1949 and 1973, poverty declined
by 72.6 percent. (see Graph 1)

The trend has been less positive since then.
Poverty started to climb again during the first
Reagan administration reaching a high of 15.2

percent in 1983. It remained elevated until the
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Graph 1: Poverty can be reduced

THE U.S. POVERTY RATE: 1949 AND 1959-2009
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Sources: Census Bureau, Historical Poverty Tables, Table 2. Poverty rate for 1949 is from Christine Ross,
Sheldon Danziger, and Eugene Smolensky, The Level and Trend of Poverty in the United States, 1939-1979,

Demography 24 (4) (1987): 587-600.

near-full employment years of the late-1990s
brought it back down to 11.3 percent in 2000,
just slightly above its historical low in 1973.
But poverty rose again during the subsequent
recession, without falling much afterwards. The
Great Recession sent poverty rates back to rates
last seen in the 1980s and 1990s recessions.

Up until the early 1970s, the poverty rate fell
as the overall economy grew. Since then, the
relationship between poverty and economic
growth has weakened. Between 1949 and
1973, the poverty rate fell as our nation’s
gross domestic product, the largest mea-
sure of growth in the economy, increased

per capita (per person) in real terms (after
accounting for inflation).



But post-1973 poverty remained
relatively flat while real gross domes-
tic product per capita—the broadest
measure of economic growth after

accounting for inflation, measured 45
per person—continued to climb. 20
Graph 2 shows poverty compared 35
with real GDP per capita between ©
1959 and 2009. It shows that the
poverty rate today—and even before =
the Great Recession—is higher than 20
it was in 1973. 15
10
Economic growth alone no lon- 5
ger explains poverty trends; other 9
macroeconomic factors do, including ey

trends in unemployment, median
earnings, and the dispersion
between wages of those in the bot-
tom and the middle of wage distribu-
tions. Graph 3 shows the relationship in real
median earnings for men and the poverty rate
between 1959 and 2009. The two trends track
each other fairly consistently—increases in
median earnings are generally associated with
declines in the poverty rate.

The relationship between median earnings and
poverty also weakened after 1973. The negative
relationship between poverty and median income
appears somewhat weaker between 1973 and

2009 than it was in the earlier postwar period.

The trend in median earnings is not the only
macroeconomic factor that affects poverty.
Unemployment and wage dispersion also
play an important role. In the leading recent
study, economist Hillary Hoynes and her col-
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leagues at the University of California-Davis
found that poverty rates for nonelderly adults
between 1967 and 2003 rose with higher
unemployment rates, lower real median wages,
and increased dispersion between median
wages and lower-end (the bottom fifth)
wages.’ Specifically, they found that:

* A1 percentage point increase in the unem-
ployment rate leads to a 0.5 percentage point
increase in the poverty rate.

* A 10 percent increase in the median wage
leads to a 1.5 percentage-point decline in the

poverty rate.

Hoynes and her colleagues also found that the

increase in women'’s labor force participation
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Graph 2: Poverty fell, flat-lined as our economy grew
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had no effect on poverty before 1980, but did
have a strong negative correlation with poverty
after that.®

While trends in unemployment clearly have
some independent effect on the poverty rate,
it is also important to note that there have
been increases in poverty even during long-
term periods of increased employment. In a
study of New York City’s poverty rate between
1979-1999, economists Mark Levitan and
Susan Wieler found that the percentage of
nonelderly persons living in families engaged
in work increased, including an increase in
those in full-time working families, from 70
percent to 72.6 percent.’” But they also found
that the poverty rate among families with a
full-time worker increased considerably, from
5.8 percent to 8.9 percent.

This increased poverty rate among full-time
workers offset the more modest decline in
poverty attributable to increased employment in
New York City, according to the study. They con-
cluded that the growth in earnings inequality in
full-time working families played a major role in
preventing the aggregate economic growth New
York City experienced between 1979 and 1999
from reducing the city’s high poverty rate.®

Although poverty is often presented as an
isolated phenomenon afflicting some “other
America” and far removed from the eco-

nomic concerns faced by the vast majority of
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Graph 3: Better paying jobs means
lower poverty

U.S. POVERTY RATE AND REAL MEDIAN EARNINGS

FOR MEN, 1959-2009
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Americans, nothing could be further from the
truth. The same factors that have taken a toll
on America’s broad middle class—increased
unemployment, stagnant earnings, and
increased inequality—have kept us from mak-
ing the kind of sustained progress on reducing
poverty that we made in the decades immedi-
ately following World War II. The next section
takes a closer look at trends in job quality
since 1973.



n addition to the GDP increases, productivity,
I education levels, and use of new technologies
at the workplace have also increased substan-
tially over the last three decades. Consider that:

* Productivity—the amount that workers pro-
duce per hour of work—has nearly doubled
since 1973. Economists attach enormous
importance to productivity growth because
it is the main long-run determinant of liv-
ing standards. In an economy with rapidly
rising productivity growth, the population
can experience rapid increases in income, or
leisure time, or some combination of the two.
If the benefits of productivity growth are
broadly shared, then the whole society can
benefit.’

* Education levels—Between 1973 and 2009,
the share of Americans age 25 or older who
had completed high school increased from
60 percent to 87 percent, and the share who
had completed four or more years of college
went from 12.6 percent to 30 percent.

* New technologies—In less than a genera-
tion, computers have become ubiquitous in
the workplace. In the most recent federal
survey, nearly 60 percent of all workers age
25 or older now used a computer at work.'”
The percentage has likely increased since this
survey was conducted in 2003. Computer
use is not limited to workers holding a col-
lege or advanced degree. In fact, a majority

of the workers who use a computer at work—

some 37 million—have less than a four-year

college degree.

Given these impressive increases in the basic
inputs—Ilabor productivity and human capi-
tal—that produce economic growth it would

be reasonable to assume that the wages and
conditions of workers across the board would
have improved considerably over the last few
decades. Unfortunately, while workers with
already-high wages experienced big gains, those

in middle- and low-wage jobs reaped much less.

For the typical worker, one in the precise middle
of the wage distribution, the hourly wage grew
modestly, going from $14.73 in 1973 to $15.96
in 2009, for a raise in real terms (after account-
ing for inflation) of $1.23 over 36 years, or 8.4
percent. Workers in the bottom fifth of the wage
distribution saw even smaller gains—only $0.54
cents or about 5.8 percent over the entire period.

In contrast, those workers in the top tenth saw
much larger gains. The gain for workers at the
95th percentile—$12.70 or nearly 36 percent—
exceeds the entire wage of all workers in the
bottom 30 percent. (see Graph 4)

If the wages for the majority of the work force
had risen at the same rate as the wages for
the top 10 percent of earners then the typi-
cal worker would have earned $19.59 an hour
in 2009 rather than $15.96, and a worker in
the bottom 10 percent of earners would have
earned $10.24 an hour rather than $8.05.
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E GOOD JOB

Graph 4: The better paid now get paid
even better

U.S. WAGES BY SELECTED WAGE DECILES, 1973-2009
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Another approach sets a low-wage standard
equal to some percentage of the median
wage. One common standard, used by the
Organization for Economic Co-operation and
Development, comprised of 30 member coun-
tries from the developed world including the
United States, and many researchers, defines
a low-wage job as one that pays less than
two-thirds of the median wage. The Russell
Sage Foundation recently used this standard
for their major comparative study of low-wage
work in the United States and Europe."!

Using a modified version of this definition,
Center for American Progress economist
Heather Boushey and others defined a low-
wage job as a job that paid below two-thirds

of the male median wage or $11.11 or less per
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hour in 2006."? According to this definition,
about one out of every three workers—some
44 million—held low-wage jobs in 2006.
Looking at the trends in low-wage work by
gender, the share of men in low-wage jobs was
slightly higher in the mid-2000s than in 1979,
while the share of women in low-wage jobs has

declined from over half to just over one-third.

Benefits and work conditions

Although wages are generally the largest compo-
nent of the compensation that workers receive for
their labor, other benefits are also part of the mix,
including health care and retirement benefits,
and paid time off."* Table 1 shows the percentage
of civilian workers who receive various employ-
ment benefits overall and by wage level.

Let’s look at each type of nonwage benefit in turn.

Health care benefits

Low-wage workers are much less likely to have
employer-provided health care benefits than
other workers."> Only 27 percent of workers in
the bottom quarter of earned income participate
in employer-provided health care plans com-
pared to nearly 80 percent or more for workers

in the top three quarters of earned income.

Most workers who participate in an employer
health care plan pay a portion of the premium
themselves. Low-wage workers are more likely
to be required to pay a premium than other
workers, and pay somewhat more for their
coverage, both in absolute dollar terms and as a

share of their earnings.



Responding to competitive pressures
SOME COMPANIES TURN TO THEIR WORKERS TO IMPROVE THE BOTTOM LINE

As part of the Russell Sage Foundation’s and Rockefeller Foundation’s Future of Work Program, nearly 40 leading employment

researchers conducted empirical case studies of firms in industries employing large numbers of low-wage workers.’

They found that the dominant set of responses among employers to increased competitive pressures had largely negative effects
on frontline workers in low-wage industries. These dominant responses included:

* Freezing wages and increasing workloads

* Using contingent workers to cut labor costs

* Subcontracting and outsourcing to cut costs and wages
* Relocating and consolidating functions

* Automating routine tasks

* Using technology to “de-skill” entry-level jobs

But the researchers also documented wide variations in firms’ competitive strategies, including various alternative strategies,
many of which could have more positive effects on low-wage workers. These included:

* Using work reorganization to increase productivity and reduce turnover
* Training entry-level workers without college degrees for new technology

* Linking entry-level jobs to career ladders

Both unions and regional labor market institutions—partnerships that typically involve employers, unions, and educational

institutions—helped explain employers’ use of alternative strategies that were more beneficial to low-wage workers.

These alternative strategies typically involve “high-performance work practices,” or practices that create value for firms by
enhancing worker motivation, human capital, and social capital in positive ways. As Eileen Appelbaum and her colleagues review
in a recent synthesis of research on high-performance work practices, “Researchers have documented the impact of high-
performance work practices on efficiency outcomes such as worker productivity and equipment reliability; on quality outcomes
such as manufacturing quality, customer service, and patient mortality; on financial performance and profitability; and on a broad

array of other performance outcomes.”?

1 Eileen Appelbaum, Annette Bernhardt, and Richard J. Murnane, eds., Low-Wage America: How Employers are Reshaping Opportunity in the Workplace (New York: Russell Sage Foundation, 2003).
2 Eileen Appelbaum, Jody Hoffer Gittell, and Carrie Leana, “High-Performance Work Practices and Sustainable Economic Growth” (Champaign: Employment Policy Research Network, 2011).
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Table 1: Breakdown of employer provided benefits

EMPLOYER-PROVIDED BENEFITS BY WAGE QUARTILE AND FOR BOTTOM DECILE

All Top Third Second Bottom Bottom
quarter quarter quarter quarter decile
Health care Access 74% 93% 88% 79% 41% 25%
Participation 60% 81% 75% 61% 27% 15%
Percent of participating  77% 73% 76% 80% 82% 84%
employees required
to pay a premium
Average flat monthly $96.56 $95.34 $94.75 $97.91 $100.68  $101.31
emplyee contribution
Dental care Access 47% 66% 58% 48% 21% 13%
Participation 38% 56% 47% 37% 14% 8%
Retirement Access 69% 88% 80% 70% 43% 31%
Participation 55% 81% 68% 54% 24% 12%
Life and Life insurance 60% 82% 73% 63% 27% 14%
disability
insurance Shot-term disability 36% 49% 44% 36% 17% 13%
Long-term disability 32% 53% 40% 29% 8% 4%
Paid Paid holidays 76% 80% 90% 84% 54% 37%
time off
Paid sick leave 67% 87% 80% 70% 35% 22%
Paid vacations 74% 77% 88% 83% 54% 40%
Paid personal leave 41% 59% 46% 41% 21% 14%
Paid family leave 11% 17% 14% 10% 5% 3%
Other Employeeastidtancel 20% 69% 56% 48% 30% 22%
programs
Wellness programs 34% 50% 39% 32% 18% 12%
Subsidized commuting 6% 1% 8% 4% 2% 1%
Flexible workplace 5% 10% 6% 3% 1% <0.5%
Childcare 10% 16% 11% 8% 5% 6%

Source: Bureau of Labor Statistics, National Compensation Survey: Employee
Benefits in the United States, March 2010, Tables 2, 9, 10, 12, 17, 33-34, and 38.
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The federal government runs a nationwide
retirement security plan, Social Security, but
most people need to supplement this with their
own savings or an employer-sponsored pen-
sion. For instance, a worker with “low” lifetime
earnings (about $18,500 in 2009) who retired
at age 65 in 2010, will receive benefits equal to
about 55 percent of their past annual earnings,
or about $10,200.'

There are two basic types of employer-provided
retirement benefits: Defined benefit plans and
defined contribution plans such as 401(k)s.
Defined benefit plans pay a guaranteed benefit
upon retirement based on salary and years

of service, making them the least risky for
workers. When 401(k) plans were initially
authorized by the federal government in 1978,
they were intended to give workers a savings
vehicle to supplement their defined benefit
retirement plans. Over time, however, 401(k)s
are ended up largely replacing defined ben-
efit plans with no overall gain in the share of
Americans with access to employer-provided
retirement benefits.!”

Workers in low-end jobs are less likely to have
access to either type of retirement plan. As
Table 1 shows, less than half of low-wage
workers (here, workers with wages that put
them in the bottom quartile of the wage
distribution) have access to a retirement

plan through their employer. Most low-wage
workers with access to a retirement plan have
access to a defined-contribution plan (37 per-
cent) rather than a defined-benefit plan (only
10 percent).

Nearly all of the low-wage workers with access
to a defined-benefit plan participate in it, while
only about half of low-wage workers with access
to a defined-contribution plan participate. This
low participation rate is due in part to a require-
ment in about half of the low-wage jobs with
defined-contribution plans that employees con-
tribute to their retirement plans.'® Low-wage
jobs are more likely to require employee contri-
butions even though the jobs themselves often
pay too little for workers to meet basic living
expenses.'” The upshot: these workers can’t put

any savings away in retirement plans.

As with other employment-based benefits,
workers at the bottom of the wage distribu-
tion are much less likely to provide leave with
pay for illness, vacations, and holidays. Only
about 35 percent of low-wage workers have
paid sick leave compared to about 67 percent
overall, and 70 percent for moderate-income
workers. Similarly, Katherin Ross Phillips of
the Urban Institute demonstrates that low-
income working parents are much less likely to
have any paid leave than parents with incomes
over 200 percent of the poverty line, and that
among working parents who do have leave, the
leave times provided to low-income workers are

much shorter.?

In addition to these disparities in various
employment benefits, most low-wage work-
ers lack the kind of work schedule flexibility
enjoyed by higher-wage workers. Most low-
wage workers face either “schedule instabil-
ity” (having a job with an extremely unstable
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schedule due often to “just-in-time” scheduling
by employers) or “schedule rigidity” (schedules
that “lack the autonomy afforded to profes-
sionals to choose when to take breaks or to
shift their working time” in response to fam-
ily needs).?' Schedule instability and schedule
rigidity impose particular challenges for work-

ers with caregiving obligations.

Ideally, we would like to know not only about
trends in wages and benefits independently
but also when they’re considered together.
John Schmitt of the Center for Economic and
Policy Research has done this by looking at
trends in the share of “good” and “bad” jobs.
He defines good jobs as ones that pay wages
that will produce at least a moderate income
for a full-time worker (about $17 per hour in
2006), and also provide health and retirement
benefits. Bad jobs are ones that meet none of

these three standards.

Schmitt found that about 23 percent of jobs
were good jobs in 2006 (before the Great
Recession), while 29 percent were bad jobs. The
remaining 48 percent fell in-between, meeting

only one or two of the three criteria.?

The share of good jobs was lower in 2006

than in 1979—again despite overall economic
growth and increases in productivity as well
as increases in educational attainment and
workers’ experience levels over this period.
Schmitt also found that this is evident across
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all levels of educational attainment. Although
the decline in the share of workers with good
jobs is particularly pronounced among those
with less than a high school education, it is also
found among workers with some college and
with a college degree.” (See Table 2)

Consistent with Schmitt’s findings, economist
David Autor documented a sharp polariza-

tion in job opportunities over the past two
decades.?* Between 1979 and 2007, the share
of both low-skill and high-skill jobs increased
while the share of middle-skill jobs declined.
Graph 5 summarizes these changes for workers
overall and by educational level. (see Graph 5)

Looking ahead, we should be concerned about
the continuation of this trend. According

to labor projections by the Department of
Labor’s Bureau of Labor Statistics, about 43
percent of the jobs that will be created in the
occupations with the largest projected job
growth by 2018 require only short-term on-
the-job training.”> Among them are retail sales,
fast food preparation and serving, and waiters
and waitressing. Only one of the fast-growing
occupations that require short-term training,
heavy and tractor-trailer truck driving, pays
above-median wages.*

This isn’t to say that education and training
isn’t an essential part of a progressive economic
agenda. Education has crucial benefits, and
substantial numbers of middle-skill jobs will
remain in our economy in the coming decades.”
In addition to increasing economic opportunity,
education also appears to have important social
and nonmarket benefits, including reducing



Table 2: Good jobs, bad jobs breakdown

EFFECTS OF AGING POPULATION AND EDUCATION UPGRADING
ON SHARE OF GOOD JOBs, 1979-2004

1979: Share of  1979: Share 2004: Share of 2004: Share

I, (0 total workforce with good job  total workforce  with good job

Less than high school, 18-34 8.2 6.5 4.2 1.8

Less than high school, 35-54 84 22.0 4.0 6.1

Less than high school, 55-64 3.9 229 1.1 8.6
High school, 18-34 19.1 14.9 11.5 6.8
High school, 35-54 137 30.2 16.0 20.5
High school, 55-64 4.4 31.3 4.0 229
Some college, 18-34 15.8 14.6 12.2 11.0
Some college, 35-54 6.3 37.1 14.0 32.0
Some college, 55-64 1.8 38.6 35 32.0
College or more, 18-34 9.3 30.4 9.0 333
College or more, 35-54 73 52.9 16.2 47.8
College or more, 55-64 1.7 56.0 4.4 48.8
Total (actual) 100.0 246 100.0 252
Counterfactuals

1979 pop.; 2004 rates 17.9
2004 pop.; 1979 rates 31.3

Difference 6.1 -73

Source: John Schmitt, “The Good, The Bad, and the Ugly: Job Quality in the United States over the
Three Most Recent Business Cycles” (Washington: Center for Economic and Policy Research, 2007).

teen pregnancy, increasing the educational year college degree or beyond, the commitment
attainment of children, improving health, and to job training for middle-skill jobs has waned.
possibly reducing divorce rates.” Between 1979 and 2007, overall direct expendi-

tures by the federal government on education,
While policymakers have focused on increas- training, and employment services fell from 8.8
ing the shares of Americans who graduate from  percent of GDP to 4.3 percent.”” Massive cuts in
high school as well as those who obtain a four-  expenditures on training and employment ser-
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Graph 5: Job skills breakdown

CHANGES IN OCCUPATIONAL EMPLOYMENT SHARES BY EDUCATION AND SEX,

1979-2007
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Definitions of skill groups
High skill: Managerial, professional, and technical operations B Males
Medium skill: Sales, office/admin, production, and operators Females

Low skill: Protective service, food prep, janitorial/cleaning, personal care/services

Source: David Autor, "The Polarization of Job Opportunities in the U.S. Labor Market:
Implications for Employment and Earnings” (Washington: Center for American Progress, 2010).

vices for adults and youth accounted for nearly
the entire decline.

That said, merely continuing to increase high
school and college graduation rates while
reversing the disinvestment in job training for
middle-skills jobs is unlikely to reduce income
poverty substantially unless these steps are
combined with major economic reforms that
increase wages, nonwage benefits, and other
components of job quality.
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What happened?

Once we’ve established that the lack of prog-
ress on poverty reduction is largely explained
by trends in unemployment, median wages,
and poor wage dispersion among the bottom
half of workers, we need to understand what
drove these macroeconomic trends. Four fac-

tors are particularly important:

* A decline in unionization



* A decline in the real value of the minimum
wage

* A widespread belief, at least before the late
1990s, that an unemployment rate below 6
percent would lead to dangerous levels of
inflation

* A failure of the United States—unique among
wealthy nations—to adopt basic standards
that promote work-life balance

Let’s look at each of these trends briefly in turn.

In numerical terms, union membership peaked
at nearly 21 million workers in 1980. Between
1979 and 2010, the percentage of workers who
are covered by a collective bargaining agree-
ment fell by just over 50 percent—going from
27 percent to 13 percent.*

Increasing unionization in low-wage occupa-
tions would increase compensation for the
workers who hold these jobs. In a study of 15
major low-wage occupations, Schmitt and his
colleagues find that unionization raised these
typically poorly paid workers wages by just
over 16 percent—about $1.75 per hour—com-
pared to the wages of nonunion workers, and
also increased the likelihood that a worker
has employer-provided health insurance or an
employer-sponsored retirement plan by 25
percentage points.’!

Adjusted for inflation, the value of the minimum
wage today ($7.25 per hour) remains below its
level at the end of the 1960s ($8.41 per hour)
and the end of the 1970s ($8.12 per hour). Since

1980, there have been two long periods (1981-
1989 and 1998-2006) in which there was no
increase in the nominal value of the minimum
wage. Studying trends in the growing wage gap
between median earners and earners in the
bottom tenth in one of these long periods (the
1980s), David Lee, an economist at Princeton
University, concluded that the decline in the real
value of the minimum wage accounted for most
of the growth in gap over this period. Lee also
found this conclusion to be the likely greatest

impact on women workers.*

When the economy is operating at full employ-
ment, nearly every worker who wants a job has
one. Full employment doesn’t mean an unem-
ployment rate of zero—there is always some
“frictional” unemployment as workers move
between jobs. As economists Jared Bernstein
and Dean Baker have shown, for much of the
post-1973 period, the unemployment rate has
been higher than the rate consistent with full
employment.” By contrast, in both the 1950s
and 1960s, unemployment levels were generally
lower and closer to full employment.

Higher unemployment in the post-1973 period
was driven in part by the widespread belief
among economists and policymakers that an
unemployment rate above roughly 6 percent
would lead to accelerating levels of inflation.

The Federal Reserve can influence economic
growth and employment through its control
of interest rates, and in the late 1980s when
employment dipped below 6 percent, the Fed
raised interest rates sharply, a move that was
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a major factor of the 1990-1991 recession and
pushed the poverty rate back above 15 percent.

In the latter half of the 1990s, the Federal
Reserve switched gears and allowed unemploy-
ment to fall below 6 percent without raising
interest rates—in fact, they even lowered

rates in 1995 when unemployment was at 5.7
percent, but the economy was slowing. By 2000,
unemployment had dropped to an average rate

of 4 percent without much change in inflation.

Today, of course, with unemployment at over 9
percent, we are far from full employment and yet
the Fed has little room to maneuver since they

have pushed the Federal Funds rate to near zero.

Among the most important employment
trends over the past four decades is the
increased role of women in the labor force

who are married with children. Mothers

T he vast majority of nonelderly adults liv-
ing below the poverty line—almost three
out of four—have a high school diploma.?*’
Roughly one-third have attended at least
some college, with one-tenth having a col-
lege degree or higher. Reducing the share of
these adults who lack a high school degree
and increasing the share with a college degree
would increase the opportunities they have in
the labor market.
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are now the primary or co-equal breadwin-
ners in nearly two-thirds of all families and
they account for half of all workers on U.S.
payrolls.** As Columbia University’s Jane
Waldfogel notes, this increase was accompa-
nied by the implementation of various equal
pay and anti-discrimination policies.

But the United States has done much less than
most wealthy nations in the area of work-life
and family policies.*> Unlike all other wealthy
countries, the United States does not require
that employers provide workers with any paid
time off, for illness, holiday or vacation (a few
cities and states, including California, do require
paid leave or time off).* The Family and Medical
Leave Act of 1993 provides unpaid leave to
approximately half the labor force, but it does
not address the issue of how workers—espe-
cially low- and middle-wage workers who live
paycheck to paycheck, can afford to take time off
without pay.

Most jobs in the U.S. economy, however, don’t
require a four-year college degree. So help-
ing low-income adults who have only a high
school diploma obtain good jobs—ones that
often require more than short-term on-the-
job training and/or post-secondary training
short of a four-year degree—is crucial to
reducing poverty. In addition to overall job
creation, this can be done by connecting these
adults to good jobs that already exist in the



Fast facts: Transportation and job opportunities

* THE CURRENT TRANSPORTATION SYSTEM DOES NOT MEET CHANGING WORKFORCE DEMANDS. Historically, the majority of jobs in a
metropolitan area were located in the central core business district. Today, more people work in the outlying areas than in central

cities. By 2006, 45 percent of jobs in our 98 largest metro areas were located more than 10 miles from the urban core.’

* JOBS IN CAR-DEPENDENT AREAS ARE DISPROPORTIONATELY INACCESSIBLE TO PEOPLE OF COLOR. Nineteen percent of African Ameri-
cans and 13.7 percent of Latinos lack access to cars, compared with only 4.6 percent of whites.? Households with incomes below

$25,000 comprise 65 percent of households without vehicles.3 Public transit riders save approximately $1,400 in gas per year.

* TRANSPORTATION SECTOR PROVIDES NEW OPPORTUNITIES FOR EQUITABLE JOB GROWTH. Investments in the transportation sector
provide the dual impact of improving access to employment and creating jobs at the same time. More than 14 million jobs—
about 11 percent of civilian jobs in our nation—are estimated to be transportation-related.s Of the roughly 8 million people em-
ployed in the transportation construction industry in 2008, African Americans comprised only 6 percent and women comprised

less than 3 percent.®

* THE NUMBER OF TRANSPORTATION CONSTRUCTION JOB OPENINGS IS GROWING. This presents new opportunities for Ameri-
cans living in poverty to obtain good jobs without displacing current workers.” The American Public Transportation Association
estimates that 36,000 jobs are created or supported for every $1 billion invested in public transportation, and every $1 invested in

public transportation generates almost $4 in economic benefits.?

1 Elizabeth Kneebone, “Job Sprawl Revisited: The Changing Geography of Metropolitan Employment” (Washington: Metropolitan Policy Program at Brookings, 2009), available at http://www.brook-
ings.edu/~/media/Files/rc/ reports/2009/0406_job_sprawl_kneebone/20090406_ jobsprawl_kneebone.pdf.

2 Brookings Institution and UC-Berkeley, “Socioeconomic Differences in Household Automobile Ownership Rates,” available at http://gsppi.berkeley.edu/faculty/sraphael/berubedeakenraphael.pdf;
PolicyLink, “The Transportation Prescription: Bold New Ideas for Healthy, Equitable Transportation Reform in America,’ available at http://www.convergencepartnership.org/atf/cf/%7B245a9b44-
6ded-4abd-a392-ae583809e350%7D/TRANSPORTATIONRX.PDF, p. at 16.

3 Federal Highway Administration, “Our Nation's Travel: 1995 NPTS Early Results Report” (1995).

4 American Public Transportation Association, “Public Transportation: Moving America Forward” (2010), available at http://www.apta.com/resources/reportsandpublications/Documents/APTABro-
chure_v28%20FINAL.pdf.

5 Transportation Research Board, “The Workforce Challenge: Recruiting, Training, and Retaining Qualified Workers for Transportation and Transit Agencies” (2003), available at http://www.nap.edu/
openbook.php?record_id=10764 cited in PolicyLink, “All Aboard: Making Equity and Inclusion Central to Federal Transportation Policy,” available at http://www.policylink.org/atf/cf/%7B97C6D565-
BB43-406D-A6D5-ECA3BBF35AF0%7D/all_aboard.pdf.

6 U.S.Bureau of Labor Statistics, “Household Data Annual Averages, Table 11: Employed Persons by Detailed Occupation, Sex, Race, and Hispanic Origin” (2008).

7 Todd Swanstrom, “The Road to Good Jobs: Patterns of Employment in the Construction Industry” (St. Louis: Transportation Equity Network, 2008), available at http://www.transportationequity.org/
images/stories/Road2GoodJobs-Final.pdf.

8  American Public Transportation Association, Job Impacts of Spending on Public Transportation: An Update” (2009), available at http://www.apta.com/gap/policyresearch/Documents/jobs_impact.pdf.

economy but don’t require college, and turning taking a closer look at two major occupational
existing low-wage jobs into good ones. categories that generally don’t require educa-

tion beyond high school: construction occupa-
How this might be accomplished can be seen by  tions and care work.
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The decline in manufacturing employment in
the United States has reduced the number of
middle-income jobs that don’t require post-
secondary education. Construction remains an
important source of middle-skill, middle-wage
jobs, one that, unlike many manufacturing
jobs, is not likely to be “offshored” any time
soon. Construction jobs generally require
moderate- or long-term on-the-job training
rather than a college degree.* In most of the
largest construction occupations, the vast

majority of workers have no education beyond

high school.

The typical construction worker earns just
slightly less than the median worker across all
occupations. Several construction occupations
pay the typical worker in them substantially
more than the national median. Operating
engineers and other construction equipment
operators, for example, typically earn about
15 percent more than a worker at the median

across all occupations.®

Although construction remains a middle-wage
occupation, wages have fallen substantially over
the last several decades. Average real wages for
construction workers were 17 percent lower in
2006 than in 1973.%
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About 14 percent of construction workers are
union members. Their wages are substantially
higher than the wages of nonunionized construc-
tion workers, and they are more likely to have
health insurance and retirement benefits. In 2005,
construction workers who were union members
earned $22.20 per hour on average compared to

$14.35 for nonunion construction workers.*!

Although manufacturing jobs have declined
steadily over the last several decades (from 28.4
percent to 10.4 percent), the share of jobs in
the construction industry is roughly the same
as it was in 1960. Among construction occupa-
tions, the largest projected growth is for con-
struction laborers (256,000 jobs, a 20 percent
increase). Although not a medium-wage job, it
typically pays better than nearly all of the other
high-growth occupations that require some

training but less than a college degree.*

While the outlook for construction jobs over the
next decade is good, workers in these occupa-
tions have been hit harder than most workers
by the Great Recession and the still lingering
housing construction crisis.* After peaking in
2007 at 7.5 million employees, construction
employment declined by 2 million employees.
The current level is the lowest since 1998. Of the
more than 8 million jobs lost between December
2007 and December 2009, one out of every five

was in the construction industry.*



Table 3: BLS, CPS tables, annual averages

HoOuSEHOLD DATA, 2010

Median earnings as a ratio of
median earnings for all occupations

Number of full-time wage
and salary workers

Nursing, psychiatric,
and home health aides

Personal and home care aides

Child care workers

58% 1,329
54% 499
54% 388

Source: BLS, Employment and Earnings, January 2011, Table 39, Current Population Survey.

Some 4.15 million workers are employed in four
major care occupations—child care workers,
nursing aides, personal and home care aides,
and home health aides. Like most construction
occupations, these jobs generally do not require
a four-year college degree (although workers in
the care occupations are generally more likely to

have some college or a college degree).

In contrast to construction work, the care
occupations generally pay much less than
median earnings. Table 3 shows all of the
major care occupations pay under 60 percent

of median earnings.

The equity issues in care work occupations
are basically the reverse of those in construc-
tion. The workforce is almost exclusively
female, and African Americans are consider-

ably overrepresented in these low-paying

occupations—particularly in nursing and
home health occupations, where they are
employed at three times their rate in the

overall work force.*®

All four of the major care occupations are on the
Bureau of Labor Statistics’ list of the occupations
with the largest projected job growth by 2018.
Overall, the four care occupations are projected
to grow by nearly 1.3 million jobs between 2008
and 2018, a 28 percent increase.*’

Just as government pays an important role in
the construction industry through its funding of
public infrastructure projects, it also subsidizes
much of the care provided by workers in care
occupations. Medicare and Medicaid pay for
services provided by nurse’s aides, home health
aides, and personal- and home-care aides.*
Various federal and state child care funding
streams as well as tax benefits subsidize the
parents’ purchase of child care.*
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hile the conventional wisdom that pov-
W erty is almost exclusively due to single
mothers with numerous children is incorrect—
about 46 percent of nonelderly adults living
below the poverty line are men**—women are
still disproportionately poor. The single best
way to track gender equity in the labor mar-
ket is by the ratio of female-to-male earnings.
Women’s weekly earnings are currently 81.2
percent of men’s, and there has been little prog-

ress in narrowing this gap in recent years.”!

Another major equity issue involves the employ-
ment and earnings of people with disabilities.

In 2010, the employment rate of people with
disabilities 18.6 percent was one-third that of
people with no disabilities 63.5 percent. People
with disabilities account for a larger share of
working-age adults living below the poverty

line than other major demographic group with

a heightened risk of poverty, including African
Americans, Latinos, and single-mother house-
holds.** Poverty among people with disabilities is
driven by a combination of labor market exclu-

sion and inadequate social insurance.

Young adults in general are also much more
likely to live below the poverty line than other
adults. While poverty is a transitory phenom-

enon for many young people as they obtain an
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education or initial work experience, a signifi-
cant share of young people are neither working
or in school, and at heightened risk of economic
security throughout their lives. In 2010, about
15 percent of youth ages 16 to 24 were not in
work or enrolled in school.

Finally, it is important to note the extraordi-
nary impact that the excessively punitive crimi-
nal justice system in the United States has on
the labor market. The United States incarcer-
ates a larger share of its people than any other
country in the world. Federal, state, and local
governments in the United States currently
hold about 2.3 million people in prisons and
jails, and supervise another 5.1 million people
on parole or probation.™

John Schmitt and Kris Warner conservatively
estimate the United States had between 12
million and 14 million ex-offenders of working
age in 2008. A prison record or felony convic-
tion greatly lowers ex-offenders’ prospects in
the labor market. Schmitt and Warner calcu-
late that the large population of ex-offenders’
lowered the total male employment rate that
year by 1.5 to 1.7 percentage points. In GDP
terms, these reductions in employment cost
the U.S. economy between $57 billion and $65
billion in lost output.>



Innovative job training program in health care

Health care is one of the largest and fastest-growing industries in the United States. As our elderly population grows, the need
for health care is also expected to increase—and with it the need for trained care workers. Between 2008 and 2018, health care is
estimated to generate 3.2 million new jobs—more than any other industry.” The health care services industry is now poised to cre-
ate employment opportunities for millions of Americans, and these much-needed jobs have the potential to lift many families out

of poverty.

Partners HealthCare, a nonprofit health care system in Massachusetts, boasts an initiative to meet the need for qualified health
care workers for its facilities and to provide important employment opportunities for local community residents interested in
health care careers.? For 11 years, the Partners HealthCare Training and Employment Program has worked with several partner
organizations to prepare low-income adults, many of whom are single mothers, for family-sustaining jobs at Partners hospitals.
The program operates a free, full-time six-week program that includes 3.5 weeks of classroom instruction, a 2.5 week internship
placement, and job search assistance, helping program participants find entry-level openings as laboratory aides, operating room

assistants, and more.

Program participants learn medical terminology, communication, and customer service skills, and receive career counseling
that includes resume guidance and interviewing preparation. Collaboration with government and nonprofit partners is part of
what makes Partners HealthCare Training and Employment Program successful. The program works with the Massachusetts
Department of Transitional Assistance to reach out to eligible clients who might be interested in health care work, as well as
the Jewish Vocational Service, which assists in the assessment of potential participants and manages the direct instruction

component of the program.

Project HOPE, a multiservice agency in Boston that provides assistance to low-income women with children, is also involved with
Partners HealthCare Training and Employment Program outreach and assessment and provides case-management for partici-
pants during and one year after the program. These partnerships strengthen the capacity of the program to provide services and

have enabled the program to serve more than 275 individuals since its inception.

The Partners HealthCare Training and Employment Program offers a model for effective collaboration between government agen-

cies, health care providers, and community-based organizations to introduce low-income adults to a growing field.

1 Bureau of Labor Statistics, “Career Guide to Industries, 2010-11 Edition, Healthcare," available at http://www.bls.gov/oco/cg/cgs035.htm.
2 HealthCare Training and Employment Program, Partners HealthCare, available at http://www.partners.org/Community/Health-Care-Workforce/Partners-HealthCare-Training-and-Employment-
Program.aspx.
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O ver this decade, Half in Ten will track
eight indicators related to good jobs.
Three of these indicators focus on educational

attainment or participation of individuals:

* High school graduation

¢ Post-secondary education

* The share of young people (16-24) who are
either working or in school

Four of the indicators focus on employment
and job quality. They include:

* Employment

* Median wages

* The percentage of low-wage workers with paid
sick leave
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¢ The share of low-wage workers with
employer-sponsored retirement benefits

The final indicator policymakers need to grasp
the importance of good jobs to reducing
poverty is:

* The gap between wage for women and men

Armed with these measures, policymakers can
make the decisions necessary about creating
good jobs to boost and broaden middle-

class prosperity. But as our next chapter
demonstrates, good jobs alone will not do

the trick. Also needed are strong families and
communities.
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MORE GOOD JOBS

Indicators

Summary High school graduation

Boosting job preparation, employment and good jobs Increasing the number of students who graduate high school is a
is a key way to help workers rise into the middle class. critical component of long-term poverty reduction.
Job preparation @ U.S. LEVEL STATE LEVEL
1a High school graduation rate 74.7% ngh SCl’IOOI ngh schoolﬁ’eshman
1b Youth not in work or school, ages 16 to 24 14.9% graduation rates graduation ratesfor the
1c 25 to 34-year-olds with associate’s degrees or higher 37.5% BY SCHOOL YEAR (Oo) 2007_2008 SCI’IOOI year
Full employment By STATE (%)
2a Unemployment rate, overall 9.6%
Unemployment rate, Asian 7.5% School year % State % State %
Unemployment rate, Black 16.0% NGRS i AL 69.0 MT 82.0
B ) ' AK 691 NE 838
Unemployment rate, Hispanic/Latino 12.5% 1995-1996 71.0 e o NV 513
Unemployment rate, White 8.7% 1996-1997 713 AR 76.4 NH 833
2b Unemployment rate, no college degree 10.7% 1997-1998 713 = ke o z::
- : co 754 NM !
2c Employment rate of people with disability 18.6% 1998-1999 = T 82.2 NY 70.9
Good jobs DE 72.1 NC 72.8
1999-2000 7.7 DC 56.0 ND 83.8
3a Median weekly earning of workers in service occupations  $479 2000-2001 717 FL 66.9 OH 79.0
3b Workers in bottom quartile with paid sick leave 35% i GA 65.4 OK 78.0
2001-2002 726 HI 76.0 OR 76.7
3c Workers in bottom quartile with retirement benefits 43% 2002-2003 73.9 D 80.1 PA 82.7
3d Full-time year median earnings by sex 78.6% 2003-2004 743 IL 80.4 RI 76.4
' IN 741 sc 61.9
2004-2005 74.7 IA 86.4 D 84.4
2005-2006 73.4 KS 79.0 N 749

KY 744 X 73.1

2006-2007 i LA 635  UT 743
2007-2008 74.7 ME 791 VT 893
MD 80.4 VA 77.0

Notes: These are averaged fresh-
man graduation rates for US public MA 81.5 WA 71.9
secondary schools only. M 76.3 Wy 773

Source: NCES (2011)
MN 86.4 Wi 89.6

MS 63.9 WY 76.0
MO 824 U.ss. 74.7

Notes: Notes: These are averaged freshman
graduation rates for US public secondary
schools only.

Source: NCES (2011)
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Disconnected youth  Higher education

Increasing the number of youth who are in school or in the
workforce will improve their earning potential later in life.

Increasing the number of young adults with higher

education will increase earnings.

@ U.S. LEVEL

Youth not in

work or enrolled

in school, ages

16to 24
By YEAR (%)

STATE LEVEL

Youth not in work
or education,
ages 16to 19

By sTATE, 2009 (%)

@ U.S. LEVEL

Share of 25 to 34-year-

olds with associate’s

degree or higher
during 2006-2008

By RACE/ETHNICITY

STATE LEVEL
Share of 25 to
34-year-olds with an
associate’s degree or
higher during 2006-
2008 By sTATE (%)

20%
15%
10%

5%

0
2007 ‘08 ‘09

Source: BLS Labor Force Statistics

10

State % State %
AL 10 MT 1
AK 12 NE 6
AZ 1 NV 13
AR 10 NH 5
CA 8 NJ 7
co 8 NM 1
T 6 NY 8
DE 8 NC 10
DC 10 ND 7
FL 1 OH 7
GA 12 OK 9
HI 12 OR 9
ID 9 PA 8
IL 9 RI 8
IN 9 SC 10
1A 6 SD 7
KS 7 N 10
KY 10 TX 10
LA 1 uT 9
ME 7 VT 7
MD 8 VA 7
MA 6 WA 9
M 9 WV 15
MN 6 Wi 6
MS 12 WY 9
MO 9 u.s. 9

Source: Kids Count Data Center
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r

State % State %
AL 30.2 MT 375
AK 304 NE 434
AZ 316 NV 27.4
AR 27.0 NH 43.9
CA 35.6 NJ 45.2
co 41.0 NM 29.0
T 46.0 NY 473
DE 39.2 NC 36.1
DC 63.6 ND 48.9
FL 354 OH 36.2
GA 338 oK 303
HI 40.3 OR 354
ID 335 PA 424
IL 423 RI 42.1
IN 35.0 SC 337
1A 45.0 SD 42.0
KS 414 N 30.6
KY 30.6 X 304
LA 28.6 ut 38.2
ME 36.4 VT 423
MD 44.9 VA 41.9
MA 527 WA 40.3
MI 36.1 wv 28.8
MN 48.1 wi 40.5
MS 303 WY 354
MO 36.8

Source: United States Education Dashboard
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MORE GOOD JOBS

Indicators

Full employment

A key component of our efforts to cut poverty in half is to increase the number of workers who are employed.
Increasing employment among people with disabilities will reduce the number of disabled people who fall into poverty.

@ U.S. LEVEL @ U.S. LEVEL

Unemployment rates by race Unemployment rates of workers by degree
and ethnicity (%) of education, ages 25 and older (%)
Overall  Asian Black  Hispanic/ White Less than high  High school degree, No college
Latino school degree  but no college attendance  degree

2000 4.0 3.6 7.6 57 35 2000 6.3 42 38
2001 4.7 45 8.6 6.6 4.2 2001 7.2 49 45
2002 58 59 10.2 7.5 5.1 2002 8.4 6.1 57
2003 6.0 6.0 10.8 7.7 52 2003 8.8 6.3 59
2004 55 4.4 104 7.0 4.8 2004 8.5 5.9 55
2005 5.1 4.0 10.0 6.0 4.4 2005 7.6 5.4 5.1
2006 4.6 3.0 8.9 52 4.0 2006 6.8 49 4.6
2007 4.6 3.2 83 5.6 4.1 2007 7.1 5.0 4.7
2008 58 4.0 10.1 7.6 52 2008 9.0 6.5 6.0
2009 9.3 7.3 14.8 121 8.5 2009 14.6 10.9 10.2
2010 9.6 7.5 16.0 125 8.7 2010 14.9 1.4 10.7

Note: Categories are not mutally exclusive -- Hispanic/Latinos include workers who Notes: Includes workers with some college education but no college degree.

are White, Black, etc. Source: BLS Labor Force Statistics

Source: BLS Labor Force Statistics

@ U.S. LEVEL

Employment rate for workers, by disability status

70% = With disability
60% 64.5 635 Nodisability

50% —
40% —
30% —
20% —— —

"’%j 1 .
0 ‘ ‘

2009 2010

Source: BLS Labor Force Statistics
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Good-paying jobs

Increasing the weekly earnings of workers in service occupations is an
important strategy to lower the number of people living in poverty.

@ U.S. LEVEL

Median weekly real earnings of workers in service occupations, by occupation, 2010 ($)

All Healthcare Protective Food preparation Personal care  Building and grounds
services support services and serving and service cleaning and maintenance
2000 462 453 748 401 444 444
2001 475 470 735 410 465 453
2002 480 476 799 405 464 458
2003 478 474 747 414 463 462
2004 474 470 808 416 464 444
2005 461 458 757 398 457 440
2006 456 457 749 401 440 439
2007 477 477 756 405 456 444
2008 481 471 757 407 481 436
2009 478 480 759 405 447 451
2010 479 471 747 406 455 446

Notes: Earnings for full-time workers in services. Inflation adjusted using the CPI-U-RS, except for 2010, adjusted using the 2010-2009 CPI-U change applied to 2009 CPI-U-RS.
Source: BLS Labor Force Statistics, CPI-U-RS, CPI-U
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MORE GOOD JOBS

Indicators

Employment Wages
beneﬁts Reducing the disparity in wages between men and women is a critical

component to poverty reduction, as more women are entering the workforce
Increasing the number of workers with access and are now primary or co-breadwinners of their households.
to sick leave and retirement benefits will create
economic security for more working families.

@ STATE LEVEL

Yo LEVEL Full-time year round median earnings by sex, 2010
Share of workers with access
to pa/d SiCk /eave, bY wage State  Men Women Ratio (%) State  Men Women Ratio (%)
. 0, AL $41,895 $31,321 74.8 MT $41,339 $30,306 733
p ercenti Ie (/)) AK $56,643 $42,376 74.8 NE $41,929 $32,022 76.4
Wage percentile 2009 2010 AZ $43,594 $35,947 82.5 NV $42,689 $35,363 82.8
AR $39,082 $29,148 74.6 NH $51,530 $40,185 78.0
Lowest 10 percent = - CA  $49453  $41,302 835 NJ $57,978  $45936 792
Lowest 25 percent 37 35 (€0 $50,237 $39,638 789 NM $41,023 $32,234 78.6
5 a " . - (@) $60,168 $46,004 76.5 NY $50,228 $41,570 82.8
el DE 49013  $39508 806 NC 541,138 $33188 807
Third 25 percent 77 80 DC $61,381 $56,127 914 ND $42,214 $31,027 73.5
32,762 80.4 45,859 35,284 76.9
Highest 25 percent 86 87 hiC pelliE] : OH : :
GA $43,344 $34,709 80.1 OK $40,458 $30,901 76.4
Highest 10 percent 88 20 HI $45,443 $36,242 79.8 OR $45,685 $35,301 773
All workers 66 67 ID $41,128 $30,403 739 PA $47,038 $36,338 773
IL $50,549 $38,638 76.4 RI $50,567 $40,532 80.2
Notes: Workers are civilian, non-farm, non-federal, and not self-employed.
Source: BLS National Compensation Survey IN 344,851 532’221 71.8 sC $41,381 531’518 76.2
1A $42,250 $33,186 78.5 SD $37,442 $30,876 82.5
KS $43,773 $32,204 73.6 N $41,415 $31,854 76.9
@ U.S. LEVEL KY $40,911 $31,628 773 TX $42,044 $33,689 80.1
Sha re Of Wo rke rs Wlth access LA $45,524 $30,600 67.2 uT $46,609 $32,163 69.0
) ME $43,029 $33,873 78.7 VT $42,562 $35,891 843
to retirement benefits, by MD  $57017  $47,175 827 VA §51507  $40669 7838
wa ge P ercent , I e (%) MA $56,959 $46,213 81.1 WA $52,080 $40,246 773
M $48,953 $36,413 744 wv $42,126 $29,651 70.4
Wage percentile 2009 2010 MN $50,081 $39,289 78.5 Wi $45,523 $35,490 78.0
MS 38,613 y Wy d
Lowest 10 percent 34 31 $ $28,879 74.8 $50,854 $32,426 63.8
MO $42,282 $32,481 76.8 u.s. $46,500 $36,551 78.6
Lowest 25 percent 46 43
Source: Half in Ten calculations based on the ACS 2010 data http://factfinder2.census.gov/faces/nav/jsf/pages/index.xhtml
Second 25 percent 72 70
Third 25 percent 80 80
Highest 25 percent 88 88
Highest 10 percent 90 90
All workers 71 69

Notes: Workers are civilian, non-farm, non-federal, and not self-employed.
Source: BLS National Compensation Survey
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CHAPTER THREE

Strengthening families
and communities

Strategies to support all families so they can raise
their children in safe, stable environments

By Joy Moses
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The family is a crucial institution in the campaign to cut poverty in half.
Family members support one another financially and emotionally. They
also help in numerous other ways that further employment and education
goals. Providing love and encouragement, caring for children, rides to
work, homework help, and healthy meals are just a few examples of the

importance of family.
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STRENGTHENING FAMILIES AND COMMUNITIES

While families positively prevent individual members from falling into poverty,
the reverse is also true—poverty causes family relationships to fray, often with
devastating consequences. Financial stress and tension often cause parents to
separate or divorce, which in turn often damages parent-child relationships.
Families on the cusp of poverty or almost able to climb out of it often slip
because of disintegrating relationships caused by poverty.

Historically, some government policies have also played a role in weaken-

ing families by creating disincentives for parents to marry or live together.
Divided families share less in one another’s financial and emotional resources,
affecting children and making it more difficult to lift them out of poverty.
Acknowledging and accounting for these dynamics is necessary when measur-
ing progress toward the goals of creating opportunity and ending poverty. In
short, effective anti-poverty efforts must support the family unit. This empha-
sis should be reflected in our policy approaches to work and income.

Poverty and families

68

I n recent years policymakers have engaged
in a national dialogue on the value of
marriage. We've also debated how to equal-
ize low-income families’ access to parent-

ing supports such as child care and flexible
work schedules. And we have recognized the
importance of extended family members and
local communities in strengthening families.
Tying all these strings together is a child-
centered approach that focuses less on the
structure of a family and more on the kinds
of programs that will assist all types of family

HALF IN TEN WWW.HALFINTEN.ORG

units where they live, and help them advance

toward economic stability.

In America, far too many (13.2 percent of peo-
ple in families) fall below the federal poverty
line.! It is widely recognized that the official
poverty line underestimates how much families
actually require for the basics of living. That’s
why substitute measures, such as twice the
official poverty level, are often used to identify
families lacking in sufficient opportunities to
achieve the American dream.



Single mothers are often at the center of
debates about family poverty. Children in these
families, with a poverty rate of 46.9 percent, are
much more likely to be poor than those living
with married parents (11.6 percent) or even
those headed by a single father (28.1 percent).?
There have also been steady increases in the
number of single mothers over the last couple
of decades, with 23 percent of children now liv-

ing in such households.?

Single women raising children are only one part
of the evolving nature of “family” in America.
There are now more families headed by same-sex
couples, a group that is simply not accounted for
in much of the nation’s antipoverty and other
policies. And there are other social and economic
forces that are placing a renewed importance on

extended family connections.

Work and income

he most direct way to lift families out of
T poverty is to ensure that parents have
quality employment opportunities. For many
families two full-time, year-round salaries are
needed to support children adequately, which
can only be achieved with child care and other
work supports. Much could also be gained by
efforts that reduce unmanageable costs, such as
transportation and high housing costs, which

also drain family incomes.

Ultimately, these steps would reduce financial

Case in point: There are 2.3 million children
living apart from their parents, either with
grandparents or other relatives,* due to such
factors as parental death, incarceration, and
substance abuse. Additionally, over 400,000
children were in the foster care system in 2010.
Poverty is often at the root of these problems.
Another significant pattern is a lack of afford-
able housing and other economic hardship,
which drives more than 795,000 families to live

with extended family members.’

We divide our analysis of today’s families strug-

gling to join the middle class into four policy areas:

* Work and income

* Marriage and relationships
* Parenting

* Communities

We begin with work and income.

pressures that can strain marriages and other
relationships and ultimately divide families in
ways that limit time, attention, and money that
parents living outside the home provide to their

children. So let’s look at each in turn.
Value of full-time, year-round employment
U.S. Census Bureau data reflect a high rate

of poverty for single mother families—40.7

percent compared to 8.8 percent for married
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Table 1: The importance of work for a single mother and her family

THE POVERTY RATE OF HOUSEHOLDS LED BY SINGLE MOTHERS, 2010

Poverty rate of
single-mother households (%)

All races All employment statuses 40.7
One, full-time, year-round worker 14
Two or more full-time, year-round workers 4
White All employment statuses 37.8
One, full-time, year-round worker 12.9
Two or more full-time, year-round workers 34
Black All employment statuses 47.6
One, full-time, year-round worker 16.9
Two or more full-time, year-round workers 5.6
Hispanic All employment statuses 50.3
One, full-time, year-round worker 249
Two or more full-time, year-round workers 59
Asian All employment statuses 30
One, full-time, year-round worker 8.9
Two or more full-time, year-round workers Unavailable

Source: U.S. Department of Commerce, Annual Social and Economic Supplement (Table POV07)" (Washington: Census Bureau, 2011).

couple families.® Single mothers with a full-
time, year-round job have a poverty rate of just
14 percent, suggesting that it may be possible
to gain a lot of ground in the fight against
poverty by ensuring stable full-time year round

employment for more single mothers.’

Taken even further, single mother-headed
households with 2 or more full-time year round

workers, such as teens and adult children, have
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even lower poverty rates.® This data provide some
indication of the value to be gained from a second
income that could come from a future spouse or

fully contributing live-in partner. (See Table 1)

The tremendous value of having at least one
full-time, year-round worker in a household
(with greater benefit coming from two full-time
year round incomes) suggests a need for family-
oriented employment policies such as paid leave



and health coverage that serve parents living in

a home and directly contributing to household
resources. Also included in these policies should
be legally responsible parents who are living
outside the home. Those with solid, full-time,
year-round employment can pay child support—
although less helpful to family income than mar-
riage or cohabitating, child support still makes
up 48 percent of the average income of mothers
living in poverty and receiving the full amount of

support owed to them.’

This requires a priority shift for government
programs, which have tended to focus largely
on mothers and their children. Couples who are
co-parenting children (either living together or
apart) could benefit from programs that provide
for, and coordinate, their job training, educa-
tion, and placement needs with the end goal of
maximizing the financial resources available to
their children. Third parties such as counselors
may also be able to help couples discuss the fam-
ily’s financial goals and how couples will work
together to reach them.

Paying child support is of uppermost importance
for parents living apart because it can help reduce
material hardship for their child or children.
Other key factors could be one parent providing
child care while the other attends training that
will eventually lead to increases in income.

Finally, employment and financial education
programs should explore whether it’s worthwhile
to include other adults who are living with chil-
dren and their custodial parents. Adult children,
grandparents, other relatives, and under circum-
stances, relative equivalents (such as parents’

long-term intimate partners) may also be willing
and able to contribute to household income and

items that ultimately benefit children.

Causes of unemployment

In addition to government efforts that support
parents’ full-time, year-round employment, there
is a need to examine and address the underlying
reasons for unstable and limited employment.
Although some would suggest that encouraging
people to work is all that’s needed, the data indi-

cates that the problem is much more complicated.

Many poor adults with children who do not
work for all of the year or who work only part
of the year have good reasons for not doing so.
In 2010, 18 percent of those with employment
challenges indicated they were ill, disabled, or
retired.'” Fourteen percent could not find work,
raising questions about the availability of work,
access to education or training for the jobs
available, and for some, other barriers such as a

criminal history."

Significantly, 35 percent had home or family
reasons for not working all or part of the year
(women are more likely to be affected in this
area).'? These reasons could include a sick child or
parent, needing to take off for maternity leave, or
disruptions in child care that prevent work. Some
of the remaining individuals were in school."

In reducing poverty, one goal should be to reduce
the number of people who face employment bar-
riers. To the extent that’s not possible, policymak-

ers should ensure a proper safety net prevents
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them and their families from falling into poverty

due to their health or caregiving requirements.

Unmanageable costs

Unmanageable costs are a big drain on family
income. These are big-ticket items that strain
budgets and create financial havoc no matter how
hard families work. In recent decades, these types
of costs usually were housing and child care.

Housing is unaffordable for a significant number
of families. There is no jurisdiction in the United
States where a minimum wage earner can afford
a two-bedroom apartment.'* Two-thirds of low-
income families with children spend more than

Marriage and relationships

72

arriage is an important institution that
M ties families together, tends to offer
greater stability and outcomes for children, and
comes with beneficial legal and tax statuses.
Marriage can also be a sensitive topic that
provokes intense debate. What we know is that
poverty makes marriage less likely, and also
contributes to strains in relationships that may

cause break-ups and divorces.

Economic assistance, job training, and other
work supports can play a positive role in
ensuring relationship stability that allows par-
ents to continue to pool their resources and
achieve the dreams that they have for their
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half their income on housing.'> An increasing
number have been falling into homelessness, liv-
ing in shelters, in crowded conditions with other
families, or in vehicles and other places not suit-
able for habitation.'

Child care is a necessity for working parents.
Those who lack safe and suitable informal
arrangements must find a way to enroll their chil-
dren in care that can severely weigh down their
budgets. Full-time child care costs can range from
$3,582 to $18,773 per year.'” Multiple children
needing care multiplies the costs. A single mother
living at the poverty line with two children in
need of full-time care would have to spend 41
percent of her income just to afford the absolute

cheapest possible care arrangement.'®

families. For some couples, it may be useful
to supplement economic supports with social
supports such as relationship skills education

or family counseling.

Additional supports are needed for low-
income couples who stay together with-

out marrying. Evidence from the “Fragile
Families” studies shows that a large majority
of unwed parents have close and loving rela-
tionships at the time of their child’s birth.

A little more than half of the unmarried
couples were living together when their child
was born, and an additional 32 percent were
in dating relationships."



Jenni McGlaun, single mother of
three who has been on and off
welfare, reads a book to her
children Julia, left, and Tiffany in
their Milwaukee home.

Marriage promotion
and relationship education

Marriage, and partnering in general, is a poten-
tial solution to the problem of family poverty.
One reason is that children in married-couple
families are less likely to be poor than those
with single parents. This data, however, pres-
ents a chicken-and-egg question: Are people
poor because they aren’t married or are they
not married because they are poor?

Some studies suggest that if poor women mar-
ried partners it would help in lifting them out
of poverty.”® Certainly two adults with consis-
tent earnings would be better off pooling their

incomes and sharing expenses.

Other evidence suggests that causation works

in the opposite direction, with poverty causing

THE ASSOCIATED PRESS FILE PHOTO

fewer people to get married. There is evidence
that many low-income people desire marriage
but are more likely to think financial stability is
a necessary quality for a good marriage pros-
pect, which means they often postpone mar-
riage for this reason.”! On the back end, these
couples cite financial stress as a leading cause of
marital problems.” This suggests that effec-
tively connecting couples to employment and
work supports, the most direct way of address-

ing poverty, would help relationships.

It is within this context that Congress, through
the Deficit Reduction Act of 2005, created the
federally funded Healthy Marriage Initiative,
which featured marriage-education courses and
promotional campaigns advertising the ben-
efits of marriage. This approach was met with
some real world barriers and questions. Given
the role of economics in marital decisions and
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outcomes, for example, can the government
successfully encourage people to get and stay
married without fully addressing their work-

and-income challenges?

Although there is no definitive answer to that
question, existing evaluations of the Healthy
Marriage Initiative indicate that it has failed in
getting more couples to marry, with no evidence
that the program has reduced poverty.”

Despite these results, it remains reasonable to
suggest that expanding services to improve par-
enting and relationship skills may be valuable
as a supplement to larger efforts to improve
employment and income outcomes. Working
with couples on conflict resolution and other
methods of building healthy relationships
could have several potential benefits, including
reducing conflict witnessed by children, build-
ing mutually supportive environments that
advance couples’ poverty reduction goals, and

generally improving quality of life.

But there remains one noteworthy issue about
whether increasing marriage would be an
appropriate role for government—some argue
that it is a private matter involving personal
decisions that should be free of government
interference. These divisions over making mar-
riage the goal of the program alongside exist-
ing failures to reach that goal suggest the need
for continued experimentation. Policymakers
should consider new aims for these kinds of
services, such as evidence of improved commu-
nication, reduced conflict, joint problem solving
(especially when it comes to childrearing), or
relationship satisfaction.
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Marriage disincentives

While marriage promotion remains contro-
versial, there appears to be greater consensus
around the idea that government should not
hinder marriage. Historically, various social
safety net programs created disincentives to
marry or even just live together, largely by
dropping families from programs, slashing the
amount of assistance they receive, or creat-
ing rules that make it difficult for two parent

families to participate.’*

This issue also arises in the world of tax breaks.
The earned income tax credit traditionally pro-
vides fewer benefits for married couples than
single individuals filing separately. Although it is
somewhat unclear whether marriage and cohabi-
tation decisions are actually influenced by these
kinds of disincentives,” reducing them would
eliminate the possibility of their influence.

Domestic violence

Domestic violence policy also falls within

the category of marriage and relationships.
In addition to strengthening the Violence
Against Women Act and other existing legal
protections, there is an ongoing need to
ensure that other policies focused on mar-
riage, relationships, and families properly
identify incidences and situations of domestic
violence and protect those at-risk of harm.
Also, greater attention should be paid to the
prevention of domestic violence through
programs that support fathers and work with

men on violence issues. ?



Nontraditional couples and families

In most areas of our country, same-sex couples are
unable to marry, and their relationships may not
be recognized by programs focused on marriage,
relationships, and families. Yet the same range of
issues examined in this report may apply to these
couples, too. There is a need to ensure that all
programs are inclusive of non-traditional families,
which may require altering practices and policies.

Separated couples

Finally, the area of marriage and relationships
should also include government initiatives to
help parents when things don’t work out and
there are children involved. These families have

Parenting

arents’ relationships with one another can

have a significant impact on their children,
but the direct connections between parents and
their children also hold obvious importance. Future

achievements can frequently be linked to the types

of adult supervision and support received as a child.

Consequently, helping parents foster positive
outcomes for children is a critical factor in
strengthening families and there are multiple
avenues for achieving that goal. Support for
parenting should begin with family planning
but also should encompass a range of support
for mothers, fathers, and other caregivers.

legal issues related to custody, visitation, and
child support, as well as concerns about how to
effectively co-parent. But low-income families
often don’t have easy access to legal assistance

or the courts to help resolve these issues.”’

Greater investments in free legal services
providers and the federal Access and Visitation
program are needed along with evidence-based
methods of helping people represent them-
selves in legal matters. Mediation programs and
other alternative dispute-resolution methods
are also useful. These efforts can minimize
conflict between parties who must continue to
co-parent after their legal issues are resolved.
These same couples may also benefit from con-
tinued, periodic dispute resolution services that
could be offered.

Family planning

The earliest stage of parenting is addressed

by family planning. Men and women should
have access to the education, information, and
services necessary to help them plan when they
will take on the financial, emotional, and other

responsibilities associated with parenting.

Teens represent a special population because the
vast majority of their pregnancies (about 82 per-
cent) are unintended.?® Education and services

that help teens and young adults in their choices
to delay childbirth to an age where they are emo-
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Marquricia Murray, 21, walks with
her daughter Eleana Orta, while
looking for work at a jobs fair.
Murray is an unemployed single
mother living with her parents.

tionally and economically prepared prevent many
long-term negative consequences. Chief among
these are a greater likelihood of poverty, mothers
dropping out of high school and never finishing,
low-birth weights and premature births, and
children having academic and behavioral prob-
lems.” Teen pregnancy rates have declined since
1990. A good body of evidence is available that
demonstrates what works in this area.”

Parenting supports

Families with greater financial means have access

to various parenting supports. These include:

* Quality health insurance and prenatal care

* Parenting classes

* Private child care facilities that work with
them in nurturing their child’s development
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* The ability to purchase books and other
enrichment materials.

Low-income parents face greater barriers to
accessing such supports.

The inability to directly pay for them is an obvi-
ous concern. A selection of government-funded
social services reach some of these needs.
Examples include parenting education pro-
grams such as the Nurse-Family Partnership,
which provides support and guidance to first-
time, low-income parents and other home-
visiting programs. There are also fatherhood
programs available to help expecting fathers

prepare for their new responsibilities.

Then there are the programs devoted directly to
children, such as the Head Start program, and
the Child Care and Development Block Grant,



which provides affordable child care options,
and health care provisions for children in our
nation’s Medicaid program. Yet many of these
programs reach only a fraction of those who
could benefit from them.

In addition, some parents need to overcome
personal challenges that impair their ability to
parent and otherwise have healthy relationships.
Mental health services, drug and alcohol treat-
ment, anger management, and prisoner re-entry
services are examples that would fit into this

category. Again, far too few actually get help.

For some families, unaddressed personal
challenges plus poverty lead to involvement

in two significant systems—child welfare and
criminal justice. Existing family challenges
and dysfunctions often become exaggerated
by the physical separation and trauma that go
along with involvement in criminal justice and
child welfare systems. The number of families
involved in these systems, which dispropor-
tionately include low-income people, and their
outcomes are reflective of how the nation is

doing on poverty.

Fathers

In recent years, there has been growing grass-
roots and policy interest in supporting father-
hood. One reason is the knowledge of the positive
role that fathers can, and do, play in their chil-
dren’s development. Another is the growing rec-
ognition that some low-income men and fathers
have great unmet employment and social services
needs that can hurt their ability to financially and

emotionally care for their children, suggesting a

need for comprehensive service models.’!

These concerns led to the creation of a federal
Responsible Fatherhood Initiative,* followed by
an ongoing dialogue about how to include more
men in a range of government-funded parent-
ing supports (and other social services) that
were created for families but that largely serve
women and children. Within designated father-
hood programs, parents gain access to a broad
range of services, including employment help,
child support payment information, parenting
skills classes, and dispute resolution services

that help with co-parenting.

Child-support enforcement is another pro-
gram with significant ties to fathers and their
families. It provides a valuable service but
could benefit from some reforms. Some men
have obligations that are too high given their
income, while others face barriers adjusting
their child-support orders when employment
changes cause their incomes to drop.* As a
result, men (and especially those with the low-
est incomes) accrue significant amounts of debt
that is difficult to repay with the harshest con-
sequences of default, including losses of driver’s

licenses and imprisonment.

Poor men are disproportionately represented
among those not fully meeting their child sup-
port obligations—they account for half of the
debtors and owe 70 percent of all arrears.**
Finally, the child-support system’s focus on col-
lecting money far outstrips any efforts to develop
visitation arrangements. All of these challenges

discourage the engagement of fathers and some
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mothers who don’t want men they care about
involved in the system, undermining the pro-
gram’s ability to collect money for children.

Mothers

When it comes to mothers, there are vari-

ous services available through programs such
as public housing assistance, Temporary
Assistance for Needy Families, and nutritional
assistance for women and infants known as the
WIC program. Much can be gained from efforts
to better coordinate services so that adminis-
trators from different programs such as these
are communicating with one another and work-
ing together. Working together, the administra-
tors can share information and generally apply
model practices for simplifying application
processes, conducting outreach, and providing

culturally appropriate services.

Greater service integration for individual moth-
ers is also important, offering case planning and a
package of needed services rather than just enroll-
ment in individual programs that only address
one of a family’s needs. If a mother applies for
unemployment insurance, for example, she may
also benefit from gaining simultaneous access to
SNAP or a homelessness prevention program that
can temporarily help with rent as she completes
the final stages of her employment search.

Finally, we should explore whether there are ser-
vices offered through some fatherhood programs
that should be extended to more mothers. This
could come in multiple forms. It may be advis-
able for the programs to directly involve more
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women in their services—a program teaching
men about relationship skills may want to invite
greater participation of female partners in order
to achieve greater outcomes. Or replicating
models may be useful—a community that has

a fatherhood community center may see equal
benefit in opening a women’s center that offers
centralized access to new and existing services.

Other caretakers

In addition to mothers and fathers, there are
other adults involved in directly raising chil-
dren, including stepparents or other intimate
partners of their parents, grandparents, other
relatives, or foster parents. Efforts should be
aimed at ensuring that these individuals are
included and accounted for within family-
oriented services and, where appropriate, they

should have access to parenting supports.

For some programs, this may require a mental
shift from thinking that mothers or parents are
the only ones that matter to the child. Other
programs may not be accustomed to thinking cre-
atively in identifying all the individuals who could
help in achieving the desired outcomes. The prob-

lem of resource limitations also can’t be ignored.

This approach requires human resources or
time spent working with more adults con-
nected to each child. It also could involve more
direct expenditures, providing these additional
adults with services such as employment help.
Importantly, we can find ways to overcome
these barriers through such means as retrain-
ing and targeted, increased investments.



Strengthening communities

lthough the value of a strong family can-

not be underestimated, the world in which
families meet when they walk outside their front
door is also significant. Far too many children
are growing up in high-poverty neighborhoods,
defined by extreme levels of racial and economic
segregation. These neighborhoods often lack
such resources as high performing schools, gro-
cery stores, banks, parks and safe places to play,
and adequate public transportation. These com-
munity factors put families at higher risk for a
range of negative outcomes—poor employment
opportunities, academic achievement, physical

and mental health, amongst other things. ¥

Crumbling communities have significant conse-
quences for residents, but also the larger society,
which is deprived of the economic and social con-
tributions of individuals who are unable to reach
their full potential, and unnecessarily spending
resources on systems of last resort such as pris-

ons, homeless shelters, and child welfare.

Community stakeholders and poverty advocates
are addressing these problems in two significant
ways. The first is a new type of cross-system
collaboration that breaks down the fragmenta-
tion in services delivery in poor communities.*
This involves effectively leveraging public and
private resources such as the business com-
munity and academic institutions to develop

community-focused service models.

The Harlem Children’s Zone and federally

funded Promise Neighborhoods, for example,

target entire communities. They aim to improve
neighborhood resources and provide supports
that strengthen all the families living within
their boundaries.’”” The Community Schools
model has also shown some success in helping
to bridge gaps by providing a range of services
including family support and health care ser-

vices to vulnerable youth.*®

A second approach to helping families living

in crisis communities is to provide them with
opportunities to move to different communities.
The Moving to Opportunity program, a five-city
experiment with this approach, found that par-
ticipants had improved physical health outcomes
as well as significant decreases in psychological
distress and depression.*” Another study focused
on movers found improved educational out-
comes, greater rates of employment, and higher
incomes amongst participants.*’

The primary means available for low-income
families to move out of communities in crisis
is the Housing Choice Voucher program
(formerly known as Section 8), which pro-
vides families with rent subsidies that allow
them to pay below market rates for rent. The
Housing Choice Voucher program is in high
demand with many regions having long wait-
ing lists for services.

Communities with limited resources, as well as
those that are economically isolated or plagued
with crime, create additional stress on families

that can lead to fractured families. Expanding
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the types of resources and supports that target
community factors that contribute to poverty is
critical to strengthening families and improving

Measuring our progress

80

ver the next decade the Half in Ten
O campaign will pursue efforts to support
families and build healthier communities.
We will examine measures to increase family
income, build stronger family connections, and
improve access to safe affordable health ser-

vices. Specifically, we will measure:

* Dual income families

* Individuals without health insurance coverage
* Teen birth rate

* Permanency rate among foster care youth
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STRENGTHENING

FAMILIES AND COMMUNITIES

Indicators

Health insurance coverage

Increasing the number of people with health insurance coverage will reduce both economic
and health risks for low-income families, factors that contribute to keeping families poor.

0 Individuals without health insurance coverage

82

Number of

Percentage

Number of

Percentage

State  Population people.without of uninsured State  Population people.without of uninsured
health insurance health insurance
AL 4,666,970 686,592 14.6 MT 964,509 168,981 17.3
AK 696,822 136,840 19.9 NE 1,776,166 207,653 1.5
AZ 6,272,686 1,065,132 16.9 NV 2,666,662 603,700 226
AR 2,839,798 500,613 17.5 NH 1,276,614 145,013 1.1
CA 36,593,372 6,824,913 18.5 NJ 8,626,524 1,151,158 13.2
co 4,934,178 789,109 15.9 NM 2,024,716 398,558 19.6
cT 3,466,977 320,133 9.1 NY 18,879,810 2,277,382 11.9
DE 874,321 85,801 9.7 NC 9,304,553 1,569,837 16.8
DC 570,953 45,164 7.6 ND 651,415 64,535 9.8
FL 18,436,788 3,941,060 21.3 OH 11,224,969 1,398,943 123
GA 9,446,906 1,875,566 19.7 OK 3,646,849 693,551 18.9
HI 1,326,373 103,764 79 OR 3,765,919 651,504 171
ID 1,541,860 275,404 17.7 PA 12,298,955 1,271,180 10.2
IL 12,543,457 1,745,556 13.8 RI 1,012,200 126,184 122
IN 6,294,417 947,920 14.8 SC 4,493,865 795,275 17.5
1A 2,950,251 279,811 9.3 SD 788,226 98,886 124
KS 2,775,355 389,446 13.9 TN 6,195,120 898,561 14.4
KY 4,215,643 647,041 153 TX 24,652,927 5,875,474 23.7
LA 4,413,890 790,987 17.8 ut 2,730,176 421,924 153
ME 1,293,012 133,065 10.1 VT 600,850 49,880 8.0
MD 5,643,821 640,861 1.3 VA 7,780,635 1,020,130 13.1
MA 6,333,611 285,717 4.4 WA 6,615,922 945,589 14.2
M 9,656,449 1,207,384 124 Wwv 1,799,960 266,161 14.6
MN 5,189,200 476,259 9.1 Wi 5,535,803 529,200 9.4
MS 2,875,594 528,095 18.2 WY 551,120 82,836 14.9
MO 5,817,852 773,894 13.2

Source: Bureau of the Census, ACS 2010 Data
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Youth in foster care

Increasing the number of youth who transition from foster care to safe permanent
living arrangements is an important factor in cutting economic risk for youth.

e Permanency rate among foster care youth

Number of children in foster care 2009 423,773
Number of children in foster care 2010 408,425
Number of children entering foster care 2009 255,418
Number of children entering foster care 2010 254,375

Primary placement arrangement 2010

Foster family home (non-relative) 48% 194,900
Foster family home (relative) 26% 103,943
Institution 9% 36,607
Group home 6% 25,066
Adoptive home 4% 14,886
Average length of stay for 2010 exiters 21.7 months
Children adopted from foster care 52,891
Children reunited with parents or caregiver 128,913
Emancipated 27,854

Race/ethnicity of children in foster care 2010

White 41% 165,135
Black 29% 117,610
Hispanic (of any race) 21% 84,727
Alaska Native/American Indian 2% 7,839
Asian 1% 2,469

Source: Administration on Children and Families, The AFCARS Report- Preliminary FY 2010
Estimates as of June 2011- Department of Health and Human Services, 2011. Available at http://
www.acf.hhs.gov/programs/cby/stats_research/afcars/tar/report18.pdf
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Indicators

Dual-income households

Increasing the number of dual-income households will reduce
the number of children living in poverty.

e Poverty Status of Subfamilies by Number of Earners
and Demographic Characteristics

Percent below 100% of the Percent below 200% of the
federal poverty line federal poverty line
90% - <
~
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4 . ~
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Source: CAP analysis of Center for Economic and Policy Research. 2011. March CPS Uniform Extracts, Version 0.9.4 . Washington, DC.
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Teen births

Reducing the number of teen pregnancies will lower the
long-term economic challenges faced by teen parents.

@ U.S. LEVEL

Teen birth rates, ages 15-19
PER 1,000 BIRTHS

90
80 2007

All White Black Hispanic Asianor  Native
non- Pacific Americans
Hispanic Islander

Source: Births: Preliminary Data 2009- National Vital Statistics Reports, CDC,
December 2010. http://www.cdc.gov/nchs/data/nvsr/nvsr59/nvsr59_03.pdf
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@ STATE LEVEL

Teen birth rates (2008)

PeEr 1,000 BIRTHS

State  Allraces State Allraces
AL 529 MT 40.7
AK 46.9 NE 36.5
AZ 56.2 NV 53.5
AR 61.8 NH 19.8
CA 384 NJ 24.5
co 425 NM 64.1
cT 229 NY 255
DE 40.4 NC 494
DC 50.9 ND 28.6
FL 42.8 OH 41.0
GA 52.0 OK 61.6
HI 42.1 OR 37.2
ID 41.2 PA 315
IL 38.1 RI 28.5
IN 43.7 SC 53.0
1A 339 SD 40.0
KS 45.6 TN 55.6
KY 556 X 634
LA 54.1 ut 35.1
ME 261 VT 213
MD 328 VA 335
MA 20.1 WA 34.6
Mi 332 Wwv 48.8
MN 27.2 Wi 31.3
MS 65.7 WYy 49.2
MO 455 u.s. 41.5

Source: Centers for Disease Control and Prevention,State
Disparities in Teenage Birth Rates in the United States,
Department of Health and Human Services, 2010. http://
www.cdc.gov/nchs/data/databriefs/db46.pdf



CHAPTER FOUR

Family economic
security

Building the base upon which to arrive
and stay in the middle class

By Nancy Cauthen

Juan Carlos Rojas holds his 2-year-old son,
Juan Pablo Rojas, after being laid off from his
job, as he fill out paperwork for unemployment
benefits at the employment help center
Workforce One in Miami, Florida.

GETTY FILE PHOTO
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Americans are united in the belief that hard work and opportunity are

the keys to making a better life for oneself and one’s family. Likewise,
Americans believe that people who work hard should earn enough to keep
themselves and their families out of poverty. In an ideal world, hard work
would be sufficient to enable workers not only to avoid destitution but also
to meet their basic family needs, save for emergencies, and provide new
opportunities for the next generation.
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FAMILY ECONOMIC SECURITY

But today’s economy poses new challenges to this ideal. Low wages are

pervasive and employment is less and less stable. Unemployment is particu-

larly high among young people and workers without a college degree, and

the Great Recession resulted in unprecedented levels of long-term unem-

ployment that persist today.

Our federal and state safety nets are ragged and were never designed to

deal with these economic realities. It is time to think anew about how to

reduce poverty and increase family economic security among working-age

adults and their children.

Promoting family economic security: The challenge defined

88

family is economically secure when it is

able to meet its financial needs in ways
that promote the health and well-being of
parents and children. Economic security means
that families don’t fall into poverty when they
cannot work or work is unstable. It means that
when workers lose their jobs, they have time to
look for another or upgrade their education and
skills without suffering severe hardship.

Economic security also means that no child in
America is hungry or homeless, and that families
have personal savings as well as a strong public
safety net to help regain their footing in the
economy when they face challenging economic
times. There are two fundamental building blocks
to family economic security and opportunity—
an adequate and stable income alongside sav-
ings and other assets that can sustain families
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in times of economic stress and enable them to

invest in the future. Here we look at each in turn.

Adequate and stable income

Income is the most basic building block of fam-
ily economic security. It provides the means
through which families pay for their everyday
needs, such as housing, food, transporta-

tion, health care, and child care. Yet prior to
the Great Recession, more than 40 million
Americans—a third of the U.S. labor force—
worked in jobs that paid low wages, often with-
out basic health and retirement benefits.' Even
full-time work is not always sufficient to keep
families above the official poverty line, let alone
provide enough income to cover basic necessi-

ties or set anything aside for emergencies.



With its stringent work requirements, the
now-15-year-old legislation that created the
Temporary Assistance for Needy Families
program brought much-needed policy atten-
tion to the fact that employment is not always
sufficient to lift a family out of poverty.? In an
effort to “make work pay,” federal and state
policymakers expanded work support benefits
such as refundable earned income tax credits,

child care subsidies, and health insurance.?

These benefits increase the disposable income
of low-income families while also increasing
their access to medical services and reliable
child care. Expanded access to work supports
in combination with higher rates of employ-
ment among single mothers, made possible

in part by the booming economy of the late
1990s, contributed to a steady decline in child
poverty, which by 2000 reached its lowest level
since 1978.*

Since 2000 child and family poverty have
increased, with the Great Recession result-
ing in the worst labor market since the
1930s. Although state governments tackled
the crisis in different ways, with some going
to great lengths to protect the most vulner-
able, the recession resulted in widespread
cutbacks in child care assistance and public
health insurance. The American Recovery and
Reinvestment Act of 2009 temporarily made
up for some of the state-level cuts in ben-
efits and supplemented family incomes with
additional tax credits, but most of the assis-
tance was designed to expire by the end of this
year. Only the increase to the Supplemental
Nutrition Assistance Program, or SNAP, for-

merly the food stamp program, does not expire
at the end of this year.

In the meantime, stubbornly high unemploy-
ment rates, especially among young adults
without a college degree, have spotlighted the
insecurity for working-age families of sole
dependence on earnings. In 2010, 14 percent
of children with high-school-educated parents
were in a household that experienced unem-
ployment, as were 16 percent of children of
parents without a high school diploma.’

Some of these unemployed parents qualified
for unemployment insurance while others

did not. But as of August 2011, 43 percent of
the unemployed had been out of work for six
months or more.® There are few options for the
unemployed who can’t find jobs.

Many unemployed workers at the lower

end of the income scale fall through the
cracks of existing income-support programs.
Fortunately, food assistance through SNAP
was temporarily expanded. This made a tre-
mendous difference during the recession. And
many unemployed parents have been able to
obtain public health insurance coverage for
their children through the State Children’s

Health Insurance Program or Medicaid.

Nonetheless, the recession highlighted a num-
ber of gaping holes in our nation’s patchwork
of safety net programs for low-wage workers
who lose their jobs or are underemployed.
Later in this chapter we will return to the

inadequacies of these safety net programs.
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Savings help families invest in the future,
whether providing training to increase a
parent’s earnings potential, financing a
college education for the next generation,
buying a home, or preparing for retirement.

Savings and assets

For families to be economically secure, they
need more income than is necessary to simply
“get by” in order to accumulate savings and
acquire other assets. A lack of savings and
assets is often what prevents low-income fami-
lies from getting ahead. Savings help families
weather a crisis such as the loss of a job or an
extended illness. But assets can also open up

new possibilities.

Just having a reliable car, for example, might
enable a family member to get a better-paying
job that would otherwise be inaccessible.
Savings help families invest in the future,
whether providing training to increase a par-
ent’s earnings potential, financing a college
education for the next generation, buying a

home, or preparing for retirement.
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But most low-income families have little
money to save, so they are unable to benefit
from the tax deductions that subsidize asset
accumulation among the nation’s middle- and
upper-income families. The home mortgage
interest deduction, for example, cost the federal
government $73 billion in reduced tax rev-
enues in fiscal year 2005, but only 3 percent of
these benefits went to the bottom half of wage
earners. Federal tax subsidies for employer-
sponsored and individual retirement accounts
totaled $116 billion, with most of these ben-
efits accruing to the highest-income families.’

Given such tax deductions—along with the
tax code’s favorable treatment of wealth,
which is taxed at lower rates than income—
the rich are by far the greatest beneficiaries
of government policies that encourage and

reward asset building.



Research makes clear that assets can improve
outcomes for low-income families and children.
For instance, savings and homeownership are
associated with better academic achievement
among school-age children, high school gradua-
tion, and college attendance.® Savings and asset
accumulation may help create and reinforce a
more forward-looking, future orientation in
parents and children alike.’ In short, helping
families accumulate assets can increase their
long-term financial stability, improve economic
mobility, and reduce longstanding racial and
ethnic disparities.'

But the road ahead is steep, as rates of asset
poverty in the United States are much, much
higher than the rates for income poverty. Prior
to the recession, 52 percent of the nation’s
families with children were considered “asset
poor,” meaning they had liquid assets (such

as money held in bank accounts and mutual

funds) equivalent to less than three months of

low work effort does not explain the high

poverty rate among families with children
in the United States. Low-income parents work
more hours than those in many other developed
countries."” And yet those working full time
(40 hours a week, 50 weeks a year) earning $10
an hour bring home only $20,000 annually—
less than the official federal poverty level for a
family of four and not nearly enough to pay for

decent housing, food, child care, transporta-

income at the poverty level ($5,162 in 2007 dol-
lars.) In 2007, 80 percent of African American
families and 77 percent of families headed by

single mothers were asset poor."!

The flip side of family asset building is keeping
debt manageable. Expensive debt that carries high
interest rates and imposes excessive penalties for
missed or late payments can eat away at earnings
and become a barrier to asset accumulation.

The rest of this chapter analyzes three ways that
policymakers can promote family economic secu-

rity among working-age adults and their children:

¢ Strengthen work supports for low-wage earners

* Provide adequate income support to the
unemployed

* Promote savings and asset development

We begin with work supports for low-wage
workers.

Work supports for low-wage earners

tion, and health care. Many jobs pay less than
$10 an hour. The federal minimum wage is only
$7.25 and the highest state minimum wage is
$8.67. Most low-wage jobs don’t provide paid
time off or benefits such as health insurance
and few offer prospects for advancement and

wage growth.

That’s why “work support” benefits such
as earned income tax credits, child care

RESTORING SHARED PROSPERITY. STRATEGIES TO CUT POVERTY AND EXPAND ECONOMIC GROWTH

91



FAMILY ECONOMIC SECURITY

92

assistance, and public health insurance coverage
are a critical component of policy efforts to
reduce poverty. Work supports help low-wage
workers close the gap between insufficient
earnings and basic expenses. There is now
abundant research evidence that work supports
positively affect employment outcomes and

family incomes, which in turn benefit children."

Refundable income tax credits

The federal earned income tax credit reduces
the income tax liabilities of low- to moderate-
income working families and serves as a wage
supplement. Since the tax credit is refundable,
any amount of the credit that exceeds a fam-
ily’s tax liability is received as a cash payment.
By definition, only families with earnings are
eligible for the benefit.

The federal earned income tax credit is one of
the nation’s most effective antipoverty pro-
grams. In 2009, the tax credit lifted 6 million
people-half of them children-out of poverty.
The child poverty rate would have been nearly
a third higher without it.'* Research shows
that the credit also serves as a powerful work
incentive among single parents. Between 1984
and 1996 labor force participation rates among
single mothers increased from 73 percent to
82 percent, with more than 60 percent of the
increase attributed to expansion of the earned
income tax credit."” The child tax credit is also
partly refundable. Improved as part of the
American Recovery and Reinvestment Act in
20009, the child tax credit provides a parent
with two children who works full time at the
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minimum wage with about $1,800. Combining
this with the improvements in the EITC is esti-
mated to lift millions of children and adults out

of poverty. '°

Child care assistance

For many low-income working families, child
care is by far their largest work-related expense.
The primary program that subsidizes child

care for low-income families is the Child Care
and Development Fund block grant. Child care
subsidies pay providers directly for child care
services provided to low-income families, and
parents are required to make co-payments as

earnings increase.

The Child Care and Development Fund block
grant was created by the same welfare reform
legislation that created Temporary Assistance
for Needy Families in 1996. Over the next

few years, spending on child care assistance
increased substantially, but in recent years, and
especially since the Great Recession, funding
for child care subsidies has declined. The rea-
son: Child Care and Development Fund subsi-
dies are funded with a fixed federal block grant,
which means that funding does not expand
when demand increases. This means that
low-income working families who have never
received cash assistance, even if eligible under
the state’s rules, are the least likely applicants
to receive child care assistance.

Most states deal with this limitation by prioritiz-
ing cash assistance recipients and those transi-
tioning to employment for child care subsidies.



Innovative outreach and asset building—a San Antonio solution

The federal earned income tax credit program is one of the largest and most effective antipoverty policies currently in place in the
United States, providing more than $40 billion in supplemental income to low-income workers with children.” In 2007, 25 million
families and individuals received the tax credit, which provides a refundable federal income tax credit to low- to moderate-income
working individuals and families. The Center on Budget and Policy Priorities estimates that the tax credit was responsible for lift-

ing 6.6 million people, including 3.3 million children, out of poverty in 2009.2

Every year, however, many eligible filers fail to claim their credit, and their families do not receive the benefit of the additional
income that it provides. San Antonio, the nation’s seventh-largest city, boasts a 10-year-old initiative to address this issue of lost

income and help low-income families get on the path to financial security through outreach and asset-building assistance.

The Alamo City Coalition for Family Economic Self Sufficiency developed as a partnership between financial institutions, govern-
ment service providers, nonprofit organizations, faith groups, and universities. The cornerstone of its efforts is the Volunteer
Income Tax Assistance program, or VITA, which trains volunteers to provide tax preparation services to low- and moderate-income
families and individuals.3 Through the VITA program, people making less than $55,000 receive free assistance filing their income

tax returns and claim valuable tax credits like the EITC and child tax credit.

In 2011, VITA volunteers completed over 37,000 tax returns, returning more than $63 million worth of refunds to program par-
ticipants. The results of an economic impact assessment found the program to have significant benefits for the local economy,
returning $288 million to residents through the earned income tax credit alone, creating 752 jobs, and generating an additional $2

million in sales tax revenue for the city.+

The coalition has also launched an Individual Development Account program to assist low-income people build long-term assets
and financial stability for their future. Program participants set up savings accounts with partner financial institutions and make
monthly deposits, which the City of San Antonio matches with four dollars for every one dollar deposited, up to $1,000.5 Par-
ticipants can use their savings to make a down payment on a home or attend college. The program also offers financial literacy
classes to help working families develop a strong understanding of personal finance that can help them build financial security.

This initiative is a cost-effective way to encourage job creation and economic development by increasing low-income families’
access to important income support and financial services. Through the innovative collaboration between government, business,
and nonprofit partners, the program has been successful in generating much-needed revenue for the city and improving the lives

of community members in need.

1 Elizabeth Kneebone, “Economic Recovery and the EITC: Expanding the Earned Income Tax Credit to Benefit Families and Places” (Washington: Brookings, 2009), available at http://www.brookings.
edu/~/media/Files/rc/papers/2009/0129_eitc_kneebone/20090126_eitc_kneebone.pdf.

Center on Budget and Policy Priorities, “Policy Basics: The Earned Income Tax Credit” (2009), available at http://www.cbpp.org/files/policybasics-eitc.pdf.

Volunteer Income Tax Assistance, available at http://www.vitasa.org/.

EITC Funders Network, “Evaluating EITC-Related Programs: Five Case Studies” (2010), available at http://www.eitcfunders.org/documents/EITCBrief12-10final.pdf

Financial Assistance Services: IDA-Individual Development Account, City of San Antonio Community Initiatives, available at http://www.sanantonio.gov/comminit/FinancialAssistancelndividualDe-
velopmentAccount.aspx.
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The result is that only a fraction of eligible fami-
lies receive child care assistance, putting them at
a greater disadvantage as they seek to find and
hold onto a job.

In contrast, research demonstrates that low-
income mothers who receive child care subsi-
dies are more likely to be employed, to work
more hours, and to work standard schedules
compared to low-income mothers without sub-
sidies. Child care subsidies are also associated
with greater employment stability and higher
earnings, with particularly strong consequences
for women without a high school degree and for

single mothers."”

Public health insurance

Two major federal-state policies subsidize
health insurance for low-income children and
families: Medicaid and the State Children’s
Health Insurance Program, or SCHIP. As a
result of Medicaid expansions and the imple-
mentation of SCHIP (passed in 1997), eligi-
bility for public health insurance for children
has dramatically increased. Most states now
provide health insurance coverage for children
with family incomes up to 200 percent of pov-
erty and several states have limits at or above

300 percent of poverty.

This coverage protects families who are on the
nearest rungs of the ladder into the middle
class—with incomes between roughly $40,000
and $60,000—from financial setbacks if their
children need medical attention. Recent policy

change in health care reform also increased
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health coverage among young adults. Among
those aged 18 to 24 in 2010, the uninsured
rate decreased to 27.2 percent from 29.3 per-
cent in 2009."

For adults, too, access to Medicaid is key, espe-
cially given the continued decline in employer-
based health coverage. An important recent
study based on the experience of Oregon’s
health insurance program demonstrates that
when people in poverty have medical insur-
ance, they have better access to doctors, see
them more often than the uninsured, feel bet-
ter, are less depressed, and are better able to
maintain financial stability. These findings are
based on a new, large-scale study that provides
the first rigorously controlled assessment of
the impact of Medicaid."

Limitations of current work-support
programs

In the wake of welfare reform and the creation
of SCHIP in 1997, the United States began to
build a work support system that could poten-
tially make it possible for low-income workers to
combine low-wage work with tax credits, public
health insurance coverage, and subsidized child
care to make ends meet. But the two weakest
links in the system are the outsized demand for
child care compared to available subsidies and
the inadequate availability of health insurance
for working-age adults with incomes above the

Medicaid eligibility levels.

Further, the economic crisis has made clear
that another limitation of child care and



Jay Kober, 60, of Portland, who
has been unemployed for 10
months, waits in line with others
during a job fair.

health care assistance is the programs’ inabil-
ity to expand automatically when state bud-
gets contract and the demand for benefits
increases. And finally, both federal and state
policy changes are necessary to increase coor-
dination of benefits and address the so-called

“cliff effects” that can result when recipients
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of work supports increase their earnings.
Sometimes a small increase in earnings can
cause a family to lose benefits whose value far
outweighs the pay increase. This can discour-
age workers from taking promotions and
working extra hours by unfairly penalizing

advancement in the work force.?

Income support when work is unavailable

ven in more stable economic times, spells
E of unemployment as well as chronic under-
employment are common among low-wage
workers. Some jobs are seasonal or temporary.
Many low-wage jobs are part time and have
unstable hours. Countless workers who are
on a company’s payroll and therefore techni-

cally “employed” are not guaranteed that they
will be scheduled to work every week.?! And
because so many low-wage jobs are inflexible,
missing work because of illness, to care for a
sick child, or due to a failed child care arrange-

ment, can lead to dismissal.
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The United States needs a comprehensive
income support system that addresses these
inadequacies in the job market, accommo-
dates the needs of workers with caregiving
responsibilities, and protects those unable to
work. Instead, we have a series of individual
programs that are largely uncoordinated and
collectively allow large numbers of families
to fall through the cracks. This section exam-
ines wage replacement for dislocated workers,
including unemployment insurance and cash
assistance, as well as programs that subsidize
the cost of food and housing.

Benefits for the unemployed

Unemployment insurance provides partial
wage replacement to workers who are jobless
through no fault of their own. In 2009 these
benefits kept 3.5 million people above the pov-
erty level.”? The program helps families pay the
bills when parents are out of work and provides
an important boost to the economy during eco-
nomic downturns because unemployed workers
typically spend their benefits quickly.

An estimated 1.8 million job losses were
averted during the recent recession because

of spending attributable to unemployment
benefits, which kept the unemployment rate
approximately 1.2 percentage points lower than
it would have been.” Yet low-wage workers

who lose their jobs are far less likely to receive
unemployment benefits than higher-income
workers. In 2006 only 22 percent of unem-
ployed workers in low-income working families

reported receiving these benefits compared to
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34 percent in moderate-income families and 39

percent in higher-income families.*

One reason for this low level of benefit receipt
among low-wage workers is outmoded eligibil-
ity requirements. The unemployment insur-
ance program was created in the midst of the
Great Depression and was designed to meet the
needs of full-time workers who were subject to
temporary layoffs. Although the program has
been modified over time and the rules vary by
state, unemployment insurance has not kept
up with dramatic changes in the labor force
over the last 75 years, including the increase in
employment among mothers and the increased
prevalence of part-time and temporary work
and self-employment.

New entrants to the labor force are sometimes
ineligible for unemployment benefits because
they don’t have sufficient work experience or
meet minimum earnings requirements. Until
recently, most states did not provide these ben-
efits to part-time workers.

The good news is that the American Recovery
and Reinvestment Act of 2009 created finan-
cial incentives for states to modernize their
unemployment programs. The law made $7
billion available to states that adopted certain
reforms designed to increase access to unem-
ployment insurance benefits to groups such as
low-wage workers that have previously been
disadvantaged by outdated rules. Although
some states had implemented some or all of
these reforms prior to the incentive program,
the last two years have brought tremendous
progress toward modernizing the benefits



in ways that will help low-wage workers and

further reduce poverty.

The other challenge facing the unemployed,
however, is that federal benefit extensions
often end before workers are able to find new
employment. Three years ago, the federal gov-
ernment started providing emergency unem-
ployment benefits for workers who had been
unemployed for more than 26 weeks. Since
nearly half the unemployed have been out

of work more than 26 weeks, and a third for
more than a year,” the federally funded emer-
gency and extended benefits programs have
provided a critical lifeline to families of the
long-term unemployed. But both programs
are scheduled to expire at the end of 2011
when the unemployment rate will almost cer-
tainly still be quite high.

Cash assistance for families with children

Unlike unemployment insurance, where eligi-
bility is based on job loss, the purpose of the
Temporary Assistance for Needy Families pro-
gram is to provide income support for children
in very poor (typically single-parent) families.
The original program, which like unemploy-
ment insurance was created as part of the
Social Security Act in 1935, was designed to
assist families without a male breadwinner.
The program was premised on the assump-
tion that single mothers should stay home
with their children and not work. *® Yet even
75 years ago, the majority of single mothers
receiving cash assistance engaged in some

amount of wage labor.

Nationally, TANF has responded only
modestly to rising unemployment
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Cash assistance benefits have always been quite
low and inadequate to meet a family’s most basic
subsistence needs. And now, even though most
single mothers are employed, at least sporadically,

the program still isn’t adequate to their needs.

Cash assistance, commonly known as welfare,
is one of our nation’s most misunderstood and
unfairly vilified public programs. Temporary
Assistance for Needy Families and its predeces-
sor program, Aid to Families with Dependent
Children, have always served a diverse popula-
tion, from families facing a temporary rough
patch to deeply poor families in which parents
have multiple barriers to employment such

as low education, limited skills, mental health
issues, substance abuse, or other problems.
Missed in the policy debates about welfare is
the fact that most recipients of this assistance

are unemployed low-wage workers.
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daughter Addison, as her 15-year-old
son Gared, left, and husband Jim Fallon
look on. The Fallon family has been =
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Kris Fallon holds her 4-month-old

living in poverty for nearly two years.
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Recent research conducted in Minnesota
shows that the overwhelming majority of the
state’s cash assistance recipients have work
experience. Among families applying for cash
assistance in three different years over the last
decade, 80 percent were employed at some
point in the two years before applying for
assistance, and most importantly, 50 percent
were working in the same quarter in which

they applied for assistance.”’

Temporary Assistance for Needy Families has
done little to alleviate the economic hardship
caused by the Great Recession. Why? Because it
does not automatically expand when economic
downturns and rising unemployment lead to
increased demand for benefits. The program
was created as a block grant, which means that
the federal funding allocated to the program is
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the same regardless of economic conditions.

A recent analysis found that in 22 states,
Temporary Assistance for Needy Families
responded minimally or not at all to the increase
in poverty caused by the recession. Between
December 2007 and December 2009, caseloads
increased by less than 10 percent in 16 states,
and caseloads actually declined in six states.

In contrast, caseloads increased by more than

20 percent in 15 other states. The authors of

this analysis note that whether state Temporary
Assistance for Needy Families programs expanded
during the crisis bore little relationship to the

severity of the state’s unemployment rate. *

Although there are many ways this cash assis-

tance program can be improved, the biggest



challenge is that it is not functioning as an
effective safety net for the families it was
designed to aid. In 1995, when the previ-

ous Aid to Families with Dependent Children
program did expand and contract according

to need, the program provided benefits to 75
percent of families with children with incomes
below the official poverty line. In contrast, in
2009 Temporary Assistance for Needy Families

assisted just 28 percent of such families.”’

The program has been level-funded since 1996,
when the program was converted to block grant
financing, which means the share of funding
devoted to basic cash assistance for families

declined dramatically during that time.

The families served by Temporary Assistance
for Needy Families are very poor. Income eligi-
bility levels are well below the official poverty
level, and in the majority of states, eligibility is
below half of the federal poverty level. In more
than half the states, the maximum monthly
benefit level for a family of three is less than
$400 a month.* Despite the meagerness of
these benefits, they can make a tremendous
difference in the lives of the poorest families.
But the program now serves fewer than half the
number of people it did 15 years ago.

Temporary Assistance for Needy Families has
become less effective at fighting deep poverty
over time. In 1995 its predecessor program lifted
62 percent of children who would otherwise have
been below half the official poverty line out of
deep poverty. But by 2005 the comparable figure
for the current program was only 21 percent.

Over the same 10-year period, the number of

children living in families with income below half
the poverty line rose from 1.4 million to 2.4 mil-

lion, an increase of 71 percent.’!

Subsidies for food and housing

The Supplemental Nutrition Assistance Program
(formerly the food stamp program), and other
nutrition programs have been quite effective

in reducing severe hunger in the United States.
Roughly 80 percent of food stamp recipients live
in households with children. The Supplemental
Nutrition Assistance Program targets the lowest-
income families. About 90 percent of recipient
households have incomes below the official
poverty line and more than a third have incomes
below half of the poverty line.*

The Supplemental Nutrition Assistance Program
is completely federally funded except for admin-
istrative costs. The program expands during
economic downturns. Enrollment in SNAP
increased by 5.6 million households, or 45
percent, between December 2007 and December
2009. The program helped keep 3.8 million fami-
lies out of poverty in 2009.*

Federal Housing Choice Vouchers (sometimes
referred to as Section 8 vouchers) and public
housing units are the principal federal hous-

ing subsidies that directly benefit low-income
families. The trend over time has been away from
providing individuals with publicly owned units
to subsidizing rentals in the private market. In
2006 just more than 1 million households lived
in public housing units and about 2 million

received housing vouchers.**
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Because the number of families eligible for
housing vouchers is many times larger than
the number of subsidies available, most appli-
cants, especially in urban areas, are placed on a

ow-income families have a hard time accu-

mulating assets for a simple reason: They
already struggle to pay the essential monthly
bills and typically have little, if anything,
left over. They also struggle with debt. In the
decade leading up to the recession, families
increasingly turned to credit cards and loans
to make up the difference between stagnating
wages and the higher cost of essentials, using
debt to cover basic living expenses, medical

bills, and car and home repairs.*

Current asset promotion policies favor middle-
and especially high-income households. In the
last decade or so, advocates and policymakers
have begun to develop asset-building program
models that specifically target low-income fami-
lies. Individual Development Account programs,
for example, help participants save for specific
purposes, such as higher education, homeowner-
ship, or starting a business, by matching their
contributions. Other mechanisms have been
proposed to promote savings and to help families
accumulate savings for short-term emergencies
as well as long-term goals such as higher educa-
tion, homeownership, and secure retirement,*
but it remains to be seen if such models can be
brought to scale and produce meaningful results.
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waiting list when they apply. In some places the
waiting lists are closed. As with so many safety
net programs, the voucher program assists only

a fraction of eligible households.

At the very least, policies should not create
disincentives to save and invest. Asset eligibil-
ity provisions in means-tested public assistance
programs such as the Temporary Assistance for
Needy Families program and public health insur-
ance programs place restrictions on the amount
of savings or the value of vehicles a family can
have and still qualify for assistance. Such limits
can discourage savings and prevent families from
making investments. Restrictions on vehicles are
particularly counterproductive since most people
need a reliable car to commute to work.

Asset tests ignore household debt, so a fam-

ily with a small amount of savings but a lot of
liabilities may actually be worse off than a family
with no savings or debt.”’ Fortunately, there has
been growing recognition that asset limits can
do more harm than good and some have been

relaxed or even eliminated over the past decade.

Another threat to asset accumulation among
low-income families is a phenomenon that

has been referred to as the “high cost of being
poor.”*®* Lower-income families often pay more
than higher-income families for basic financial
services such as cashing checks, tax preparation,

mortgages, wiring money, and short- and long-



term loans. They also pay more for some con-
sumer goods such as cars and furniture. Families
without a bank account may resort to expensive
alternatives to access cash such as check-cashing
outlets, pawnshops, and payday lenders.

For a combination of reasons, including poor
credit histories, insufficient knowledge and
information, predatory practices, and a lack of
alternatives, low-income families tend to pay
more to borrow money in the form of higher
interest rates, unfavorable terms, and expensive
fees and penalties. These higher prices drain
wealth from low-income families and whole

communities.

As we have seen with the foreclosure crisis,
African American and Latino families are

much more likely than white families to be

Measuring our progress

o achieve the goal of cutting poverty in

half over the next decade, Half in Ten
will track five indicators to gauge the nation’s
progress in helping more families become

economically secure. They are:

* SNAP participation rate among eligible
population

* Percentage of eligible children receiving child
care subsidy

* Percentage of unemployed in receipt of

unemployment insurance

steered to subprime mortgages even when
they would have qualified for regular loans.*
The Center for Responsible Lending estimates
that during the first three years of the fore-
closure crisis, from January 2007 through
the end of 2009, 2.5 million foreclosures were
completed, with African American and Latino
borrowers disproportionately represented:
Nearly 8 percent of African Americans and
Latinos lost their homes to foreclosures, com-

pared to 4.5 percent of whites.*

Addressing the widespread nature of the phe-
nomenon of lower-income families paying more
to access cash and credit will require stronger
regulation and cracking down on unscrupulous
and predatory practices by lenders and alter-
native financial services, as well as increased

financial literacy among consumers.

* Housing affordability gap
* Percentage of population that is unbanked

(without checking and savings accounts)

With these last 5 of our 18 measures of
poverty detailed in this chapter, we now
turn to our set of recommendations—policy
suggestions that we believe would ensure all
of these measures trend increasingly positive

over the course of this decade.
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Indicators

Nutrition assistance

Increasing the share of eligible individuals receiving Supplemental Nutrition Assistance
Program benefits means more people can access assistance when they need it and can
see their income lifted above poverty.

Supplemental Nutrition Assistance Program
AVERAGE MONTHLY PARTICIPATION (PERSONS)

State/Territory FY 2007 FY 2010 State/Territory FY 2007 FY 2010
Alabama 545,955 805,095 Montana 79,969 113,570
Alaska 56,161 76,445 Nebraska 120,634 162,817
Arizona 544,688 1,018,171 Nevada 122,224 278,105
Arkansas 379,768 466,598 New Hampshire 59,101 104,375
California 2,048,185 3,238,548 New Jersey 414,503 622,022
Colorado 250,704 404,679 New Mexico 233,918 356,822
Connecticut 212,562 336,064 New York 1,801,984 2,757,836
Delaware 67,185 112,513 North Carolina 882,946 1,346,495
District of Columbia 86,519 118,493 North Dakota 45,122 59,888
Florida 1,232,803 2,603,185 Ohio 1,076,764 1,607,422
Georgia 950,038 1,591,078 Oklahoma 421,316 582,492
Guam 26,614 36,926 Oregon 438,498 705,035
Hawaii 89,629 138,166 Pennsylvania 1,135,146 1,574,783
Idaho 87,068 194,033 Rhode Island 76,315 138,966
lllinois 1,246,400 1,645,722 South Carolina 545,293 797,110
Indiana 587,156 813,403 South Dakota 60,246 95,336
lowa 238,349 340,304 Tennessee 864,870 1,224,023
Kansas 182,407 269,710 Texas 2,422,198 3,551,581
Kentucky 602,022 778,114 Utah 123,475 247,405
Louisiana 650,357 825,918 Vermont 52,612 85,538
Maine 162,602 229,731 Virginia 515,032 786,157
Maryland 317,825 560,848 Virgin Islands 13,281 20,328
Massachusetts 456,192 749,121 Washington 536,333 956,004
Michigan 1,204,409 1,776,368 West Virginia 269,343 341,156
Minnesota 276,414 430,346 Wisconsin 382,770 715,213
Mississippi 426,116 575,674 Wyoming 22,608 34,799
Missouri 671,397 901,349 TOTAL 26,316,045 40,301,878

Source: Food and Nutrition Service, SNAP Average Monthly Participation, USDA, 2011. Available at http://www.fns.usda.gov/pd/15SNAPpartPPhtm
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Unemployment benefits

Increasing the number of unemployed workers who gain access to
unemployment insurance benefits will lift more families out of poverty.

Percentage of unemployed receiving

any unemployment benefits
PAST 12 MONTHS (AVERAGE MONTHLY)

Total All progs Total All progs
State  unemployed h State  unemployed h

(in thousands) recip rate (%) (in thousands) recip rate (%)
AL 202.15 53.25 NE 45.44 72.25
AK 28.93 79.39 NV 200.77 63.06
AZ 316.19 57.04 NH 45.1 60.06
AR 106.55 54.8 NJ 425.74 99.47
CA 2,259.94 63.34 NM 80.2 63.42
Cco 239.68 59.87 NY 824.08 78.22
CcT 173.41 82.31 NC 476.43 74.54
DE 36.1 71.82 ND 14.61 50.66
DC 32.96 36.31 OH 594.54 58.2
FL 1,064.69 54.59 oK 123.77 40.55
GA 479.99 83.72 OR 214.95 80.09
HI 41.62 72.16 PA 548.97 96.39
ID 70.62 69.12 PR 208.69 57.36
IL 681.3 67.78 RI 66.96 55.84
IN 319.57 61.88 SC 241.8 59.6
1A 102.61 68.18 SD 215 28.9
KS 105.76 61.71 N 297.46 55.27
KY 218 51.16 TX 994.48 47.45
LA 155.18 47.16 ut 105.97 48.71
ME 55.27 57.6 VT 2247 76.02
MD 222.55 55.36 VA 289.15 36.18
MA 297.06 85.39 WA 339.51 67.51
MI 596.83 70.49 WV 71.27 55.86
MN 216.91 72.76 Wi 255.34 89.21
MS 137.1 49.76 WYy 20.46 55.36
MO 288.78 52.22 us 14,825 66.05
MT 36.06 75.53

Source: Employment and Training Administration, Unemployment Insurance Data Summary Department of Labor, 2011
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Affordable

housing

Increasing the availability of safe and
affordable housing reduces economic
hardship among low-income families.

9 State housing gap (2009)

AFFORDABLE AND AVAILABLE UNITS

PER 100 TENANTS AT OR BELOW

INCOME THRESHOLD

State ELI VLI State ELI VLI
AL 42 77 MT 49 76
AK 39 72 NE 46 82
AZ 25 54 NV 19 38
AR 43 76 NH 47 62
CA 22 36 NJ 34 53
(0] 27 68 NM 45 68
cT 38 67 NY 36 56
DE 35 55 NC 39 72
DC 37 53 ND 51 106
FL 24 38 OH 36 78
GA 39 68 OK 41 80
HI 34 47 OR 21 48
ID 27 65 PA 40 71
IL 32 63 RI 44 66
IN 34 76 SC 45 76
1A 41 87 SD 60 92
KS 40 79 N 40 70
KY 48 83 X 30 59
LA 44 68 ut 30 66
ME 49 66 VT 41 62
MD 41 66 VA 45 72
MA 49 71 WA 31 60
M 28 61 WV 48 79
MN 44 71 Wi 30 72
MS 47 71 WY 36 92
MO 40 77

ELI- Extremely low income

(0-30% of State Median Family Income)

VLI- Very low income

(0-50% State Median Family Income)

Source: National Low Income Housing Coalition 2009 ananysis
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Indicators

Affordable banking

Increasing access to affordable banking is an important
component in helping families save and build assets.

Percentage of population that is unbanked

WITHOUT CHECKING AND SAVINGS ACCOUNTS (NUMBERS IN THOUSANDS)

All U.S. households Black number unbanked: 3,356 White number unbanked: 2,774
Number: 118,574 Percent unbanked: 21.7 Percent unbanked: 3.3
Number unbanked: 9,085 Hispanic number unbanked: 2,549 Other number unbanked: 406
Percent unbanked: 7.7 Percent unbanked: 19.3 Percent unbanked: 6.4
Number Number  Percent Number Number  Percent
unbanked unbanked unbanked unbanked
Midwest Northeast
lllinois 4911 304 6.2% Connecticut 1,374 73 5.3%
Indiana 2,445 180 74 Maine 5 14 2.6*
lowa 1,229 57 4.7* Massachusetts 2,637 108 4.1*
Kansas 1,147 73 6.4 New Hampshire 524 12 2.20*
Michigan 3,938 265 6.7 New Jersey 3,141 233 74
Minnesota 2,131 56 2.6* New York 7,749 761 9.8*%
Missouri 2,473 204 8.2 Pennsylvania 4,958 251 5.1*
Nebraska 708 38 5.4% Rhode Island 423 26 6.2
North Dakota 275 13 4.8 Vermont 256 1 4.2*%
Ohio 4,596 328 7.1 South
South Dakota 332 16 4.8*% Alabama 1,911 222 11.6%
Wisconsin 2,322 99 4.3* Arkansas 1,135 115 10.1
West Delaware 341 19 5.6%
Alaska 250 1 43% District of Columbia 301 37 12.2*
Arizona 2,630 197 75 Florida 7,567 527 7.0
California 13,094 1,013 7.7 Georgia 3,765 457 12.2%
Colorado 2,000 138 6.9 Kentucky 1,754 208 11.9*
Hawaii 439 13 2.9*% Louisiana 1,769 155 8.7
Idaho 566 38 6.7 Maryland 2,169 121 5.6%
Montana 419 16 3.8% Mississippi 1,118 184 16.4*
Nevada 981 67 6.9 North Carolina 3,749 306 8.2
New Mexico 780 89 11.4% Oklahoma 1,445 141 9.8
Oregon 1,558 88 5.7% South Carolina 1,790 182 10.2*
Utah 902 15 1.7*% Tennessee 2,517 249 9.9%
Washington 2,643 103 3.9% Texas 8,891 1,040 11.7%
Wyoming 221 9 4.0% Virginia 2,996 153 5.1
West Virginia 756 47 6.3

Note: Figures do not always reconcile with totals because of rounding of household weights to represent population totals
*Estimates for this sample were statistically different from the national average at 10%

Source: FDIC National Survey of Unbanked and Underbanked Households, FDIC, 2009. Available at http://www.fdic.gov/householdsurvey/Full_Report.pdf
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Increasing safe and affordable child care options will allow
more families to increase their income through work.

Affordable child care

e Child care income eligibility limits for a family: 2010

State As annual As percent As percent of As annual Aspercent As percent of
dollar of poverty state median dollar of poverty state median
amount income amount income

Alabama $23,808 130% 47% Montana $27,468 150% 52%

Alaska $46,248 253% 69% Nebraska $21,972 120% 37%

Arizona $30,216 165% 54% Nevada $43,248 236% 75%

Arkansas $28,345 155% 62% New Hampshire  $45,775 250% 61%

California $45,228 247% 70% New Jersey $36,620 200% 45%

Colorado $23,803-54,108 130-296%  37-85% New Mexico $36,620 200% 82%

Connecticut $61,556 336% 75% New York $36,620 200% 56%

Delaware $36,624 200% 55% North Carolina  $37,476 205% 69%

District of Columbia $45,775 250% 84% North Dakota $29,556 161% 52%

Florida $27,465 150% 49% Ohio $27,468 150% 46%

Georgia $35,200 192% 61% Oklahoma $35,100 192% 73%

Hawaii $47,124 257% 66% Oregon $33,874 185% 60%

Idaho $23,184 127% 46% Pennsylvania $36,620 200% 58%
lllinois $36,624 200% 56% Rhode Island $32,958 180% 47%
Indiana $23,256 127% 40% South Carolina  $27,465 150% 53%
lowa $26,556 145% 45% South Dakota $38,150 208% 70%
Kansas $33,876 185% 58% Tennessee $31,044 170% 60%
Kentucky $27,468 150% 53% Texas $27,465-44,524 150-243%  52-85%
Louisiana $37,896 207% 73% Utah $31,992 175% 58%
Maine $45,775 250% 81% Vermont $36,600 200% 59%
Maryland $29,990 164% 37% Virginia $27,468-45,780 150-250%  40-67%
Massachusetts $39,207 214% 50% Washington $36,624 200% 56%
Michigan $23,880 130% 38% West Virginia $27,468 150% 58%
Minnesota $32,994 180% 47% Wisconsin $33,876 185% 54%
Mississippi $34,999 191% 79% Wyoming $48,175 263% 79%
Missouri $23,520 128% 42%

Source: National Women'’s Law Center

The income eligibility limits shown in the table represent the maximum income families can have when they apply for child care assistance. Some states allow families,
once receiving assistance, to continue receiving assistance up to a higher income level than that initial limit. Changes in income limits were calculated using raw data,

rather than the rounded numbers shown in the table. Further detailed analysis of this table is available on National Women's Law Center’s website at www.NWLC.org
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Stephanie Buckley, of Boston, left, has her
resume reviewed by Shelly Piper, of Cape
Ann, Mass., at the BostonHires job fair.
Buckley is searching for employment in the
non-profit sector.
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During these challenging economic times, it is easy to believe that poverty is

a permanent and unalterable feature of our society—that elevated levels of

unemployment and diminishing opportunity are the “new normal.” In fact, a

May 2011 Gallup poll suggests that for the first time a majority of Americans

believe their children will not be better off or have the same opportunities as

their own generation. And it’s undeniable that the American Dream is at risk

for the more than one in three Americans struggling to make ends meet on low

incomes alongside the 46.2 million Americans in poverty.

I t doesn’t have to be this way.

In fact, throughout our history there have
been periods when we significantly reduced
poverty, periods when a strong economy at
near full employment combined with govern-
ment and private initiatives to enable millions
of Americans to find paths of opportunity into
the middle class. Our past experiences teach
us a great deal and we now boast more effec-
tive strategies for poverty reduction. We know
it is possible to reduce poverty and expand the
middle class. What we need more than any-
thing is the will to do so.

We are today, as we were in Dr. King’s time,
at a crossroads—a pivotal moment that will
test our collective ability to spur our great
nation to reach its highest ideals. The overall

picture of the American economy is gloomy,
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with the lingering effects of the mortgage
crisis, persistent unemployment, and falling
median income all undermining Americans’

economic security.

Since the beginning of the Great Recession, the
number of poor people in America has grown
by 9 million." And that number is likely to
continue to grow if nothing is done. We can-
not expect prosperity to trickle down without
intentional steps to increase and share the
economic growth so that all Americans move

forward together.

Ending poverty is in the national interest. Our
nation cannot continue to lead the world while
ignoring widespread poverty and economic
insecurity that paralyzes families, destabilizes
communities, and closes doors of opportunity
to our children. To compete in the 21st century,

we must be a nation that nurtures and deploys



the talents of all of our citizens. And while
poverty affects every race and nationality in our
nation, we must also be brutally honest about
the racial disparities that continue to separate
blacks and Hispanics from whites. While the
2010 poverty rate among whites was 13 per-
cent, 27.4 percent of blacks and 26.6 percent of

Latinos lived in poverty.

Our growing population and growing diversity
as a nation is a source of strength in the inter-
national economic arena. But we need to pro-
vide economic opportunities to all Americans
to capitalize on these important demographic
trends—not least because these future taxpay-
ers will be providing the fiscal resources for our

own aging population in the coming decades.

Rising inequality among these emerging groups
is unhealthy for our democracy, too, both in
terms of economic growth and social conflicts.
Escalating rates of poverty rob the United States
of one of its fundamental values—the belief that

one can achieve success through hard work.

Thankfully, it’s not too late for us to act. This
report lays out concrete steps our nation can and
should take today to turn the tide on this crisis.
By providing access to good jobs that honor the
dignity of work and pay a decent wage, policies
that strengthen families, and opportunities

to promote economic security, we can chart a
new course for America’s future—one based on
the hard-won recognition that stable economic

growth requires shared prosperity.

America has never shied away from big chal-
lenges. Whether it was rebuilding Europe after

World War II or venturing into the heavens to
put an American on the moon, our nation has
succeeded by committing itself to grand goals
with the focus and determination to achieve
what many thought was impossible. Our orga-
nizations—the Center for American Progress
Action Fund, the Coalition on Human Needs,
and The Leadership Conference on Civil and
Human Rights—believe that the same focus,
fearlessness, and determination that brought
stability to post-war Europe and put a man
on the moon in less than 10 years can be
marshaled to slice poverty in half in the next

decade and expand opportunity for all.

This is a vision of society worth fighting for. At
critical points in our history, Americans from
different backgrounds and political beliefs
came together to solve our nation’s most
pressing problems. Today we enjoy the fruits
of those victories that were once thought to

be out of reach. Whether we consider the Civil
Rights Act of 1964 or the recent expansion of
health coverage to 30 million Americans, these
hard-fought victories all came because of a

national effort to build a better country.

It is time once again for all of us to join
together to reignite America’s can-do spirit
and tackle the great challenge of this genera-
tion—cutting poverty and economic inequal-
ity in our country. Our political leaders will
not take the necessary steps to build this
vision of shared prosperity unless we the
people work together to demand it. It is time
that we recognize our collective strength and
come together to fight for that brighter, more

prosperous America.
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he protracted congressional debate this

year over how to raise the federal debt ceil-
ing was a tough blow for struggling Americans.
In the end, the deal is likely to force cuts to
programs that will affect those hit hardest
by the Great Recession and the slow, uneven
recovery. The federal debt ceiling debate further
distracted policymakers from addressing criti-
cal needs of our nation: 25 million Americans
in need of a full-time job, a shrinking middle
class, and the lack of economic mobility in too

many communities.

The Half in Ten campaign strongly believes it is
possible to rebuild a nation of shared and stable
prosperity. We can do it by investing in pro-
grams to grow the middle class and reduce eco-
nomic hardship. Without such investments our
efforts to reduce the deficit will fail, because
the stalled economy will not produce enough
revenue and the needs of a struggling popula-
tion will be costly. A plan to create jobs, raise
revenues from those who have gained the most
from our economy, and make savings without
harming the vulnerable will reduce the deficit

and set us on a path of shared growth.

In this report we examine the current eco-
nomic challenges facing the middle class and
low-income families across the United States.
The section below calls on policymakers to
take immediate action to ensure that, as a
nation, we move forward with the appropriate
policies to expand economic opportunities for
all Americans.

HALF IN TEN WWW.HALFINTEN.ORG

To that end, the Half in Ten campaign will
work with its partners to urge policymakers to
advance the following sets of progressive policy

priorities in 2012 for a better America:

* Create more good jobs.
* Strengthen families and communities.

* Promote family economic security.

Record unemployment and underemployment
has caused millions of Americans to fall behind.
Unemployment damages individual families
and neighborhoods and is a driving force
behind our national deficit and rising poverty
rates. Higher unemployment means fewer
people paying taxes and more people requir-
ing social services. Targeted investments to
tackle the jobs deficit are a critical component
of a strategy to get our nation’s budget deficits
under control. The Half in Ten campaign sup-
ports the essential components of President
Obama’s American Jobs Act, which takes
important steps to target job creation strategies

to reach low-income people and communities.

The Half in Ten campaign supports policies to
promote equitable job growth among all sec-
tors of the U.S. economy. We urge policymak-
ers to approve a comprehensive jobs strategy
that includes investing in jobs for low-skilled
and long-term unemployed workers in dis-



tressed communities and in infrastructure
projects to rebuild America’s aging bridges,
roads, and schools, while also creating jobs
for skilled construction workers. The Half in
Ten campaign also supports federal aid to
states and localities to prevent layoffs and
allow for the hiring of teachers, public safety,
and human services workers in low-income

communities.

Too many American families continue to live in
poverty even though they work full-time jobs.
The minimum wage must be updated to allow

more workers to earn a family-sustaining wage.

The Half in Ten campaign supports increasing
the minimum wage and indexing it annually
to keep pace with the increasing expenses that
families face.

The American Recovery and Reinvestment Act
made significant investments to the nation’s
workforce development system, adding

new funds for job training to the Workforce
Investment Act and providing resources for
the Temporary Assistance for Needy Families
Emergency Fund that were in part used to
subsidize 260,000 temporary jobs. These
programs provided targeted training and
employment services for low-income youth
and adults. The Half in Ten campaign supports
building on the successful experience of the
Temporary Assistance for Needy Families jobs
program by providing additional federal funds
to create more subsidized jobs, taking care not

to displace existing positions and ensuring
the temporary workers are fully protected by
labor laws.

In addition, the Half in Ten campaign supports
summer and year-round programs aimed at
connecting disadvantaged youth to education
and work experience as part of a comprehensive
jobs initiative to put Americans back to work.
Expanded investment in supported work can help
people with significant barriers to employment
make a successful entry into the labor force.

Finally, reforms are needed to our nation’s
employment and training system to ensure
more dislocated workers and youth are prepared
to enter the workforce once the economy starts
to grow. Specific investments must be made

to connect workers to growth sectors such as
transportation, health care, and energy.

Workers should not have to make a choice
between taking care of their health and keeping
a job. Yet according to the U.S. Department of
Labor, nearly 40 million private-sector workers
are not offered a single paid sick day to recover
from an illness.

The Half in Ten campaign supports efforts to
expand paid sick leave to more low-income work-
ers. These workers should be allowed to earn
job-protected, paid sick days each year to address
their own illness or the health care needs of a
family member. These policies should include a
simple formula to calculate sick days to protect

both workers and employers from abuse.
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Protecting funding for critical support pro-
grams must be a critical component of our
nation’s efforts to grow the economy and
expand the middle class. Programs such as
home energy assistance; the Women, Infants,
and Children food-and-health assistance pro-
gram; housing subsidies; and child care all play
a key role in helping low-income families make
ends meet. At a time when most states are fac-
ing budget shortfalls, with many cutting back
on their own funding for child care and other
family supports, the federal government should
help states continue to serve vulnerable fami-
lies; it should not make things worse.

The Half in Ten campaign urges policymak-

ers to protect these vital supports in annual
spending bills. These programs help families
get a foothold in the middle class. The shrink-
ing of the discretionary spending pot already
approved as part of deficit reduction plans
will further squeeze the funding sources for
programs that support families during crisis
and help them get on a path to economic sta-
bility. Congress and the president should spare
programs that provide vital assistance for
low-income and vulnerable people, and should
reject proposals to cut domestic appropria-

tions even more deeply.

This year marks the 15th anniversary of the
Temporary Assistance for Needy Families.
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Over the past decade and a half, this program
has failed during the toughest economic times
to provide the poorest families with support.
Its predecessor program, Aid to Families with
Dependent Children, aided 75 families with
children for every 100 such families in poverty;
Temporary Assistance for Needy Families pro-
vided help to only 28 out of 100 poor families
in 2009, according to the Center on Budget and

Policy Priorities.

During the strong economy of the 1990s, many
parents found work and left this program, and
some were helped by its increased funding for
child care and other work supports. But dur-
ing the Great Recession, when the number

of the unemployed doubled, the Temporary
Assistance for Needy Families caseload rose
only modestly—13 percent—compared to the
Supplemental Nutrition Assistance Program
for food stamps, which rose by 45 percent in
response to the spike in need.

Most of the gains in employment among
single mothers since the beginning of the
Temporary Assistance for Needy Families
program have been wiped out by the bad
economy. The reauthorization of the program
provides an opportunity to reform it to make
it more responsive to the needs of low-income
families, to better respond to economic
downturns so families can gain support during
periods when they are most in need, and to
help more low-income parents gain access to

training and better-paying jobs.

The Half in Ten campaign urges policymak-
ers to reform Temporary Assistance for Needy
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The Half in Ten campaign supports ""F -

targeted investments in struggling |}

communities to spur.economic
growth, rebuild crumbling
infrastructure, and create jobs.

Families to focus on real outcome measures
such as improved access to education and train-
ing, job placement, and wage advancement.
Specifically, we call for the creation of a national
poverty reduction goal that would include
regular measurements of progress as part of the
program’s core goals.

Build stronger communities

Far too many children are growing up in high-
poverty communities, defined by extreme

levels of racial and economic segregation. These
neighborhoods often lack resources such as
high-performing schools, adequate public trans-
portation, banks, parks, and other safe places
for children to play. These community factors
put families at a higher risk of remaining in
poverty or slipping back into poverty.

The Half in Ten campaign supports efforts
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to address these challenges through targeted
investments in struggling communities to spur
economic growth, rebuild crumbling infrastruc-
ture, and create jobs. We also call for better
cross-system collaboration by government
agencies to break down the fragmentation in

service delivery to vulnerable families.

Promote family economic security

Support tax credits for low-income workers

The earned income tax credit is one of the
nation’s most effective work promotion and
poverty reduction programs. In fact, this tax
credit kept more than 3 million children out of
poverty in 2010. Congress recognized the power
of the earned income tax credit and the child tax
credit and improved both through the American
Recovery and Reinvestment Act of 2009.
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These reforms increased earned income tax
credit benefits to families with three or more
children and reduced the marriage penalty by
allowing married couples to receive larger
earned income tax credit refunds. The child
tax credit was substantially improved, allow-
ing a parent of two children working full-time
at the minimum wage to receive nearly $1,500

more than under the original law.

The Half in Ten campaign urges policymakers
at least to continue these improvements to the
earned income tax credit and child tax credit,
which will otherwise expire at the end of
2012. Half in Ten also supports increasing the
earned income tax credit for childless adults
and young workers. We also urge policymakers
to make the child tax credit fully refundable so
more vulnerable working families can benefit.

In 2011 more than 45 million low-income
individuals utilized Supplemental Nutrition
Assistance Program (food stamps) benefits.
The program helped 3.9 million more low-
income families buy nutritious food in 2010
than in 2009, responding to the growing
need after the onset of the recession. In 2012
Congress will update the program as part of
the larger Farm Bill reauthorization.

The Half in Ten campaign urges policymakers
to maintain the integrity and responsiveness

of the Supplemental Nutrition Assistance
Program in the 2012 Farm Bill reauthorization
and in any deficit reduction plans. Unlike block-
grant programs, the Supplemental Nutrition
Assistance Program was able to quickly respond
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to the nutritional needs of families hard hit

by the recession and slow economic recovery.
Congress should continue to strengthen the
nation’s nutrition safety net by restoring the
$2.2 billion removed from the program in 2010
to pay for the Hunger-Free Kids Act of 2010.
The Hunger-Free Kids Act improved nutritional
standards in school meals and expanded access
to school lunch and other nutrition programs
for low-income children, important steps

that should not have been funded by reducing
Supplemental Nutrition Assistance Program
benefits starting in 2013.

Unemployment across our country is hovering
around 9 percent, with low-income communities,
youth, less-educated workers, and communities
of color facing disproportionately higher rates of
joblessness. Recognizing the ongoing hardship
faced by unemployed workers, Congress and the
Obama administration have provided additional
support to dislocated workers in the form of
Emergency Unemployment Compensation

and Extended Benefits, both federally funded
programs that provide benefits to individuals
who have exhausted their regular, state benefits

(usually six months).

Emergency Unemployment Compensation, or
EUC, is a fully federally funded program that
Congress has implemented on an ad hoc basis.
The most recent extension of EUC occurred

in December 2010, which extended benefits
through 2011. The Extended Benefits, or EB
program, is a permanent program that pro-
vides up to an additional 20 weeks of benefits
that trigger on when unemployment rises and



is generally funded 50-50 by the states and the
federal government. The American Recovery
and Reinvestment Act and subsequent exten-
sions of the EUC program provided full federal
funding of the EB program to state that imple-

mented triggers that turned on faster.

The Half in Ten campaign urges policymakers
to continue to extend both the EUC and the EB
programs to vulnerable jobless workers as they
continue to search for employment in this slow
economic recovery. Since the introduction of
unemployment benefits in 1938, Congress has
never failed to act on extending benefits for
the long-term unemployed while the national
unemployment rate remains above 7.2 percent.
Unemployment insurance is an effective safety
net and economic engine- the program kept
some 3.5 million Americans out of poverty in
20092 - and provides the additional benefits of
driving demand among small business, which
according to the Department of Labor averted
an estimated 1.8 million job losses during the
recession and kept the unemployment rate
approximately 1.2 percentage points lower than
it would have been.? These programs should be
extended until the employment rate falls to pre-
recession levels.

Safe and affordable child care is an essential
component of expanding employment among
low-income parents. Without child care, parents
face great obstacles to preparing for employ-
ment, finding a job, and staying employed.
Without adequate and safe child care, too many
parents must make the difficult choice between

employment and taking care of their children.

These decisions often force many parents out
of the workforce, pushing them and their
children further into poverty.

The Half in Ten campaign urges policymakers
to protect and expand critically needed child
care funding in fiscal year 2012. Congress
recognized the critical need for additional
child care and invested $2 billion as part of
the American Recovery and Reinvestment Act
of 2009 to create additional child care oppor-
tunities. According to the U.S. Department

of Health and Human Services, states have
spent these funds to provide care for an
estimated 314,000 children.* States have used
these funds to reduce parents’ copays, as well
as shorten, eliminate, or avoid waiting lists.
These investments not only support employ-
ment among low-income parents but they also
promote healthy child development.

Our government’s current asset-promotion
policies favor middle- and especially high-
income households by subsidizing asset build-
ing, largely through the tax code. By lowering
the family tax bill, these policies provide
strong incentives for upper-income people to
buy a home or save for retirement. One of the
biggest barriers that low-income families face
to improving their economic situation is a lack
of money to invest in these assets. Savings
and other assets provide critical protection for
families during short-term crises, such as job

loss, extended illness, or family breakup.

The Half in Ten campaign supports poli-

cies to increase assets and savings among
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low-income Americans. Policies to help low- family accumulates limited savings or owns a

income families build assets must recognize car. Additionally, policies and regulations are
the daily financial challenges these families needed to protect low-income families and
face. Policies should not discourage savings communities from predatory financial prac-

by stripping access to safety net programsifa  tices that rob them of their limited resources.

he moral case that Dr. King so eloquently security and economic despair is narrowing at

framed—we have the resources to fight an alarming rate.
poverty—is even more compelling today.
Poverty and near poverty can be found in Our policy recommendations in this concluding
every state and region of our nation, in our chapter of this report can increase opportuni-
cities, our suburbs, and our rural communities. ties for families to lift themselves out of poverty
and reduce the threat of falling out of the middle

class. And the key poverty indicators we outlined

As we have seen over the past few years, many
families that felt comfortably middle class

were in reality just one layoff away from losing  at the end of each of the preceding chapters will
their homes, their retirement savings, and measure our success toward cutting poverty
their ability to afford college or a career educa-  in half in 10 years. The American Dream will
tion for their children. For more and more remain only if we work at it individually and as a

Americans, the distance between economic nation. It’s time to get down to business.
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ARRA expenditures were on direct services (or $1.44 billion). Through
March 31, 2011, states spent ARRA child care funds on direct services for
an estimated 314,000 children. See: “Recovery Act Funds for Child Care
- Data Summary as of 03/31/2011," available at http://www.acfhhs.gov/
programs/ccb/initiatives/arra/arra_data/summary_110331.htm.
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Human Rights. It is dedicated to building the political and public will to cut the
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economic security, strengthening families, and cutting poverty in half in 10 years.
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