IX. CHILD POVERTY AND INCOME

Child Poverty

The child poverty rate between 1996 and 2000, as measured by the Census Bureau’s official
poverty measure, has fallen by 21 percent, from 20.5 to 16.2 percent (see Graph 9:1 and Table
9:1). The 2000 child poverty rate is the lowest since 1978.

Child poverty rates vary widely for different demographic groups. Although the poverty rates
for African American and Hispanic children have fallen dramatically in the past four years, their
poverty rates are still more than three times the rate for white, non-Hispanic children. While one
in ten white, non-Hispanic children is poor, about three in ten African American or Hispanic
children are living in poverty. However, since 1996, the African American child poverty rate
dropped from 39.9 percent to 30.9 percent -- the lowest level on record. Over the same period,
the Hispanic child poverty rate dropped from 40.3 percent to 28.0 percent -- the largest four-year
drop on record.

There are also significant differences in child poverty rates by marital status. A child living in a
single-parent family is about four-and-one-half times as likely to be poor as a child living in a
two-parent family'. In married two-parent families, about one child in twelve is poor (8.2
percent), whereas 40 percent of the children living in a female-headed, single-parent family are
poor.

The official poverty measure is based on a definition of income that includes cash income
received by the individual or family. Non-cash (e.g., food stamps and housing subsidies) and
non-cash transfers are not included in the income definition, nor are subtractions or additions to
income made through the tax system. To determine an individual’s or a family’s poverty status,
the total cash income is compared to a standard of basic needs, the poverty threshold, which
varies by the size of the family. In 2000, the poverty threshold for a family of four (two adults
plus two children) was $17,463.

The Census Bureau also produces a series of poverty statistics using alternative definitions of
income that incorporate other additions and reductions to income, such as capital gains and
losses, near-cash transfers, and Federal and State taxes, including the payroll tax and the Earned
Income Tax Credit (EITC). Using this expanded definition of income, the 2000 child poverty
rate decreases to 12.7 percent from 16.2 percent based on the official definition. Inclusion of the

' Two-parent family is defined as married couple families with related children under 18 years.
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EITC alone removed more than 2.4 million poor children from poverty. (See Graph 9.1 and
Table 9:1).

While the poverty rate indicates the proportion of the population that is poor, the poverty gap
indicates the income deficit for those in poverty, that is, the amount of money that would be
required to raise all poor families to the poverty line. Table 9:2 displays the poverty gap for
families with children from 1990 to 2000 using a pre-transfer measure of the poverty gap, the
official measure of poverty, and an alternative measure of poverty that includes near-cash
transfers and Federal and State taxes, including the EITC.

Income

Income is another important factor in considering how families are faring. Here results are even
more preliminary than for employment and earnings, although better data are becoming available
over time. Most current information relies on administrative records that typically examine
family income defined as the total of Temporary Assistance for Needy Families (TANF), food
stamps, and earnings. However, this information does not take into account other sources of
income, such as: the Earned Income Tax Credit, child support and Supplemental Security
Income (SSI), the income of other household members, in-kind supports such as child care or
Medicaid, nor, on the other side of the ledger, the expenses that families incur when they are
working. The Current Population Survey (CPS) and some early studies of families leaving
welfare are based on household surveys. These surveys, along with others in progress,
ultimately will provide this information.

CPS data for the period 1996 to 2000 indicate that the average annual income of all female-
headed families with children increased, as did employment and earnings as described earlier in
this report. This measure of income includes both earnings and a broad range of transfer
programs.

There are significantly different views about use of these data, with disagreement over whether
income or trends in the economic status of families provide a more reliable picture of family
financial well-being, whether family or household income should be the measure, how to assess
the limitations associated with all available data sets, and the extent to which changes over this
period can be associated with welfare reform.

The TANF Child Poverty Regulation

Section 413(i) of the Social Security Act requires the Chief Executive Officer of each State to
submit to the Department an annual statement of the child poverty rate in the State. If the State
experiences an increase in its child poverty rate of five percent or more as a result of the TANF
program(s) in the State, it must submit and implement a corrective action plan. The Department
is required to establish the methodology by which a State will determine the child poverty rate.

The Department published a final rule to implement this section of the law on June 23, 2000 (65
FR 39233). The final regulation stipulates that, rather than requiring each State to determine its
own child poverty rate, the Department of Health and Human Services will implement this
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statutory requirement by using the Census Bureau child poverty data. The regulation postponed
the development of a child poverty rate for certain jurisdictions (i.e., Guam, Puerto Rico, and the
Virgin Islands) until reliable data are available. The final rule was based on several principles:
using the most reliable and objective data on child poverty currently available; assuring that the
child poverty rate was assessed in relation to the TANF program in the State and other
appropriate contextual circumstances; and limiting the administrative burden by requiring that
States provide only those data readily available and necessary to implement the statute.

On January 31, 2001, DHHS sent to the Chief Executive Officers (CEOs) of each State,
including the District of Columbia, a letter informing them of their child poverty rates for 1996
and 1997. Later in the year, DHHS sent letters to the CEOs informing them of their child
poverty rates for 1998 as compared to 1997. As stated in the final rule, because the data are
based on samples that inherently include error, DHHS used the 90 percent confidence interval
and a one-tailed Z-test for the difference in proportions to calculate the change in poverty rates
from 1996 to 1997, and from 1997 to 1998. Using this method, no State's child poverty rate
increased by five percent or more in either child poverty assessment period. Therefore, in
accordance with the final rule, no State was required to submit a corrective action plan or any
additional information for these child poverty assessment periods (see Table 9:3 and Table 9:4.)

Appendices

Graph 9:1 Poverty Rate for All Children for Selected Years, 1979-2000

Table 9:1 Poverty Rate for All Children for Selected Years, 1979-2000

Table 9:2 Poverty Gap for All Families with Children 1990 — 1999, Official and
Comprehensive Definitions of Income (In Billions of Dollars)

Table 9:3 State Estimates for Children Under 18 in Poverty for the United States:
1996 and 1997

Table 9:4 State Estimates for People Under 18 in Poverty for US: 1998 Estimated

Number and Percent Children Under Age 18 in Poverty by State: US 1998
(Estimates model 1998 income reported in the March 1999 Current
Population Survey.)
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Graph 9:1
Poverty Rates for All Children for Selected Years, 1979-2000
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Table 9:1

Foverty Hates For All Children For Selected Years, 1979 - 2000

Poverty Rate 1979 | 1983 | 1989 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000

Official Measure 164 | 223 (196 | 227 (218 | 208 | 2056 | 199 | 189 [ 169 | 1B6.2

Alternative Measure | 136 [21.3 1180 | 200 | 18.0 | 162 | 161 | 156 [ 144 | 131 [ 127
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Tahle 9:2

Poverty Gap ™ For All Families With Children 1990 - 1999
Official and Comprehensive Definitions Of Income ™
fIn Billions of Daollars

FReduction In
Gap Comprehensive| Reduction In Gap
Fre-Transfer | Official Poverty | (Pre-Transfer- | Measure Of (Pre-Transfar -

Fear Poverty Gap Mleasure Dfficiall Poy erty Comnrehensiy el
1990 718 431 287 293 425
1991 73z 477 15 3z 430
1992 819 436 323 332 487
1993 890 531 59 369 521
1994 8528 436 332 333 495
1995 742 447 0.0 258 45 4
1996 742 456 286 253 47 9
1997 /b 451 265 2k 440
1998 B35 424 211 261 374
1999 =X 383 194 235 338

* The poverty gap indicates the income deficit for those in poverty, that is the amount of money
that would be required to raise all poor families to the poverty line. This table displays the poverty
gap for families with children from 1990 to 1999 using a pre-transfer measure of the povery gap;
the official measure of poverty, and an alternative measure of poverty that includes near-cash
tranfers and Federal and State taxes, including EITC.

** Constant 1999 dollars
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Tahle 9:3

State Estimates for Children Under 18 in Powerty for US: 1996 and 1997

=[x 5

l=[=r

| o0% Confidence Interval |

| o0% Confidence Interval

State Enint E<timate % | Lower Bound % Upper Bound % | Pint E<timate 96 | Lowwer Bound % Upper Bound %
United States 20,5 19.8 21,1 19.9 19.2 20,6
Alabarna 25,0 23,1 27.0 23.8 21.8 23.7
Alazka 14.8 12,7 17.0 16.2 13,9 12.4
Arizona 24,5 22,2 26,7 23.2 21.2 23,2
Arkansas 23.7 23.5 27.8 25.0 22,8 27.2
Calitarnia 25.3 23,6 27.0 24,6 22,9 26,3
Color ado 14.3 12,6 16,1 14.6 12,7 16,6
Connecticut 14.8 12.5 17.1 14.7 12,6 15,8
Dl aw are 15.3 13.5 17.1 15.4 13.6 17.2
District of Col, 36,1 32,9 39.3 33.7 20,2 37.3
Flarida 22.3 20,7 23.9 21.8 20,0 23,9
Seargia 23.0 21.2 24.7 22.8 z21.0 24,6
Haw aii 17.9 15.4 20,4 16.2 13.7 12.8
Idaho 15,9 13,9 17.9 17.3 15.2 19.3
Ilinois 18.4 15.8 19.9 17.5 15,9 19.0
Indiana 1z.0 11.2 14.8 14.8 1z.0 16,6
Iowa 12,6 10,9 14.3 13.7 11.9 15.5
Kansas 14,3 12,5 15.0 15.4 136 17.3
Kentucky 23.5 23,6 27.5 23,1 21.2 23,0
Lovisiana 29,9 27.8 32,1 26.0 23.8 2581
Maine 17.0 14.8 19.2 14.9 12,7 17.1
Maryland 14,4 12.5 16.2 14.9 12,9 16,8
Massachuseths 14.7 1z.8 16.5 i7.0 14,9 1.0
Michigan 19.0 17.3 20,6 18.0 16,2 19.8
Minnesota 11.7 9.9 13.5 131 11.3 15.0
Mi= sis sip pi 29,9 27.3 32.6 24.5 22,0 26,9
Mis souri 18.4 156.5 20,4 17.7 15,9 19.4
Mortana 21.6 19.4 23.8 21.3 19.4 23,3
Mebraska 12,7 10.8 14.6 12,6 10,8 14.5
Mewada 13,7 11.8 15.6 15.4 13,5 17.3
Mew Harmpshire 7.8 5.9 27 10.0 =] 12,1
Mew Jarsey 13.8 12.2 15.4 14.8 13.2 16.5
Mew Mexico 29.8 274 32,1 27.5 25,0 29,9
Mew “aork 25.2 23.5 27.0 24.7 23,0 26,4
Marth Carolina 158.8 17.2 20,5 15.6 15,9 20,3
Morth D akota 15.0 13.0 17.0 16.8 14.58 12,9
Chio 17.0 15.4 15.6 15.0 14.5 17.6
Chilahorna 23,1 23,1 271 23.7 21.6 23.7
Cregon 17.6 15.5 19.8 16.3 14.1 15.4
Pennsylvania 16.5 14.9 15.0 16.6 15.0 12,1
Fhode Island 17.5 15.6 19.4 17.3 15.4 19.3
South Carolina 231 211 25.2 23.0 21.0 24,9
South Dakota 18.3 15.9 20,6 19.0 16.8 21.3
Tennessas 21.7 19.6 23.8 18,9 15,9 21.0
Texas 25.8 24,1 276 23,6 21,9 25,2
Lkah 11.3 9.3 13.3 12.5 10,4 14.5
Wer rnont 14,9 12,6 17.3 12,7 10,3 15.0
Wirginia 15,6 14.9 158.3 17.0 15.3 12.7
washington 16,7 14.8 18.6 15.2 13,3 17.1
west Wirginia 29.8 27.0 32.6 24.7 21.8 27.6
Wiscon sin 12,2 10,2 14.2 14.32 1z.1 16,4
Wiy arni nig 14.3 12.4 16.3 15.3 13.3 17.4

Hote: A one-tailed Z-test for the difference in propodionswas used to calculate the change in poverty rates from

1996 to 1997

Source: LS. Census Bureau.
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Tahle 9:4

State Estimates for Peoole Under 42 in Poverty for US: 1998
Estimated Mumber and Percent Children Under

Age 18 in Poverty by State: US 19928

rEstimates model 1998 income reoorted in the March 1923 Current Pooulation Survewy

People Under Age 12 in Powedy
Humber Fercent
United States 13,466,544 12,979,555 to 13,953 502 18.9 18.2 to 19.6
Alabama 254 5252 223 428 to 230,847 234 21.0 to 25.8
Alashka 28.014 2282910 33.199 146 118 10 17.4
ArZona 306 8685 274944 to 332 755 226 203 to 25.0
Adansas 155 .99 137 955 to 175024 23.5 206 to 26.3
California 2 064598 1914547 to 2,214,750 228 21.1 to 244
Calarado 154100 120705 to 177 495 14.2 12.0 to 16.3
Cannecticut 108 825 88475 t0 129.178 13.3 10.8 to 15.8
Crelaare 27702 23420 o 31.934 16.0 127 to17.3
Drist.of Cal. 30.381 26.885 to 33.877 20.5 27.0 to 340
Flarida Fa1.489 F25 207 to 857 770 21.9 200 to 237
Georgia 455,018 406,216 to 503,819 21.8 19.4 to 241
H aw zii G558 37137 te 52.000 16.0 12510175
Idaho 53.682 55.196 to 72,168 17.4 15.1 to 19.8
Hinois 483 204 435183 to 561.499 15.4 13.5 10 17.4
Indiana 219 8583 185 054 to 254 562 14.1 11.8 to 16.4
lawia 101.774 85253 to 118.295 13.8 11.5 to 16.0
Kansas 102 267 87.030t0 118,703 14.4 122 to 16.6
Kentudor 2105233 187 4495 to 233 832 21.2 188 to 236
Loutsiana 31z.002 280 811 to 343 204 257 232 to28.3
Il gin e 44,750 3695 to 48,803 14.2 11.8 to 165
Il arwland 162 405 129 763 to 195 042 12.6 100 to 15.1
il a==s achus et 210420 177 870 to 242 8390 14.3 121 to 16.5
Mlichigan 435,155 385,029 to 487 284 16.8 148 to 12.8
Mlinnesota 161.853 131.891 to 191.8255 12.6 103 to 149
hlizzis siooi 184.0410 163 118 to 204902 23.9 212 to 26.6
Mlizzouri 242 037 200279 to 274795 16.8 145 to 19.1
llontana S0.077F 44578 to 55 576 219 19.5 to 243
Mebraska 5225 51855 to 72.852 12.8 11.5 to 16.1
Mewvada F3.130 52,182 to 84,075 15.0 128 10 17.2
Mew Hamoshire 31.791 241965 to 39.3286 106 2110131
MHew Jers aw 270532 220 776 to 311,300 13.2 11.2 to 15.2
Mew hlexica 135 557 122 722 to 150,393 271 244 1o 29.9
Mew ok 1.067 9465 973211 to 1.142 531 23.3 21.4 10 25.2
Marth Carolina 352 481 3490 863 to 424.099 19.4 173 to21.5
Marth Drakota 28,122 24121 to 32,123 17.3 149 to 19.8
Ohia ar4 o7 g0 502 to 523813 16.H 146 to 18.3
Oklahoma 204 309 182 37 to 225 480 23.2 207 to 257
Oreaon 144 997 119 945 to 163.0H 16.9 142 to 19.5
Fennsvhr ania 477 943 g2 182 to 533704 16.5 146 to 18.5
Rhode zland 40,026 34,162 to 45,291 16.3 138 to 187
South Carolina 209 935 185 672 to 234197 21.5 19,1 to 240
South Dakota 35629 28.862 to 41.396 17.6 148 to 20.4
Tennessae 2548497 222 164 to 287 529 18.5 16.1 to 209
Texas 1.295 4365 1.1923 514 ta 1.403.453 224 206 to 242
Utah 920156 75098 to 108.934 127 10.3 to 15.0
ermont 17,913 14275 to 21,551 12.6 100 to 15.1
Jfirainia 22309933 197 785 to 282 121 14.2 11.7 to 16.7
i 2= hinaton 206 582 171 280 to 24K B35 13.7 11.} to 6.1
Wl e t Wi ainia 99572 89225 to 109.919 24.2 217 to 26.7
Wi iz consin 183 461 154 689 to 222 233 13.6 11.1 to 16.0
[l o iy g 19757 16668 to 22 246 15,4 1200 17,8

These estimates were released in August 2001,

Source: 5. Cens

s Bureau.
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