Poor Excuses

How Neglecting Poverty Costs All Americans

ne of the most encouraging developments in the 1990s was a significant

decline in the number of poor Americans. Sustained economic prosperity

dramatically reduced unemployment while lifting nearly seven million citizens
out of poverty.

But this decade, notwithstanding a modestly growing economy, poverty levels have
climbed. Between 2000 and 2006, the number of Americans in poverty increased by
4.9 million—from 11.3 percent of the population in 2000 to 12.3 percent in 2006.!
In fact, today more than one in six children and one in eight Americans are living in
poverty. Unfortunately, not only have no new policies been enacted to help improve
prospects for low-income households, but federal and state governments, hit with
budget deficits, have been cutting back some existing programs.

America’s economic history has shown that reducing poverty requires vigorous
economic growth. But a related lesson of the past seven years is that this progress
can be erased during economic downturns unless there are policies targeted to
helping low-income Americans. Research has demonstrated that one of the main
reasons fighting poverty is so difficult is that individuals and families who live in
predominantly poor neighborhoods confront a variety of interrelated forces that
make it difficult for them to improve their lives. In communities where a large
share of the population is poor, schools tend to be bad, good jobs scarce, medical
facilities overcrowded, crime rates high, and housing dilapidated. Against such
odds, few succeed.
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Many politicians ignore the problem entirely, either because they see little political
gain from discussing the subject or because they consider poverty to be too
intractable to be alleviated by public policy. Evidence is mounting, however, that
some initiatives can improve prospects for the poor. Whether or not there is the
political will to pursue those efforts remains an open question.

Poverty’s Ups and Downs

The poverty rate declined during the 1990s to 11.3 percent—the lowest level in more
than two decades.? As Figure 1 shows, since 1965 the poverty rate has stubbornly
remained in a narrow band between roughly 11 percent and 15 percent of the popu-
lation; the total number of poor citizens has fluctuated between 30 million and 40

Figure 1. U.S. Poverty Rate and Absolute Number

of the Poor, 1959-2006
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Source: Historic Poverty Tables, Current Population Survey: 1959-2005,
Bureau of the Census, U.S. Department of Commerce, Table 2, available
online at http://www.census.gov/hhes/www/poverty/histpov/hstpov2.
html.
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million since the early 1980s.

The increasing poverty since
2000 has resulted in more
impoverished American chil-
dren—over 12.8 million under
the age of eighteen—than there
were thirty years ago.3

According to the Children’s
Defense Fund and The Future of
Children, the consequences for
children of growing up in pov-
erty are severe, impeding their
ability to succeed as adults:



x Poor children are at least twice as likely as others to suffer stunted growth
or lead poisoning.

N Poor children score significantly lower on reading, math, and vocabulary
tests and are twice as likely to be kept back in school compared to
otherwise similar children.

X Over half of poor Americans experience serious deprivations during the year
(defined as lack of food, utility shutoffs, crowded or substandard housing,
or lack of a stove or refrigerator).*

The Heart of the Problem: Concentrated Poverty

Poverty levels have proved to be so difficult to reduce largely because poor

people tend to be isolated in neighborhoods that predominantly consist of other
poor people. This problem of concentrated poverty is especially prevalent in

urban areas. Researchers analyzing such neighborhoods have found that they are
characterized by a multitude of interrelated conditions that, in essence, perpetuate
impoverishment from one generation to the next. For example, neighborhoods with
concentrated poverty invariably have these traits:

X Disconnection from the job market: Employers generally avoid locating
their businesses in high-poverty neighborhoods, reinforcing high levels of
unemployment. The lack of relationships with employed family members,
friends, and neighbors undercuts the value of work as a norm and deprives
one of networks that can provide information and advice about job
opportunities.



x Failing or inadequate schools: High student-teacher ratios, rundown school
buildings, underqualified teachers, and disengaged parents contribute to
the poor test scores and elevated dropout rates that prevail in high-poverty
neighborhoods. Poor educational preparation, in turn, makes it far more
difficult for students to go on to college or find jobs that will provide a
decent income. High school dropouts are ten times more likely to live in
poverty than are college graduates.’

il High levels of female-headed households: Unwed mothers have fewer
resources available for trying to pull themselves and their children out
of poverty. In a 2003 study of unwed mothers, researchers found that
66 percent are under age twenty-four, that 43 percent lack a high school
diploma, and that 62 percent earn less than $10,000 per year.® In 2006,
29.3 percent of female-headed houseolds lived in poverty, compared to just
4.7 percent of households headed by married couples.’

Trends in Concentrated Poverty

Different efforts to keep track of the prevalence of concentrated poverty and its
effects use different methods. The standard approach is to focus on high-poverty
neighborhoods—census tracts in which 30 percent or more of the residents live
in poverty. However, the Annie E. Casey Foundation, in collaboration with the
Population Reference Bureau, has looked at three indicators in addition to income
as a means of identifying “severely distressed neighborhoods”:8 the prevalence of
female-headed families, high school dropouts, and working-age males unattached

to the labor force.?



Figure 2 compares concentrated
poverty levels as defined by income
alone against the Casey Founda-
tion’s assessment of severely
distressed neighborhoods.

The two trends obviously differ
substantially. Concentrated poverty
defined by income alone declined
from 23.3 million to 21.2 million
people, or by 9 percent, but taking
into account the other conditions
considered by the Casey Founda-

tion, the number of people increased
from 15.2 million to 18.1 million,

or by more than 19 percent. Clearly,
not all Americans benefited from the
economic boom of the 1990s. In 2000,
about 8 percent of children—and more
than one-fifth of poor children—lived

Millizns of people

Figure 2. Concentrated Poverty and Severely Distressed
Neighborhoods, 1990-2000
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Source: William O’Hare and Mark Mather, “The Growing Number of Kids
in Severely Distressed Neighborhoods: Evidence from the 2000 Census,”
Kids Count/PRB Report on Census 2000, Annie E. Casey Foundation,
Baltimore, and Population Reference Bureau, Washington, D.C., October
2003, available online at http://www.aecf.org/upload/PublicationFiles/
DA3622H1280.pdf.

in neighborhoods that were classified as severely distressed. And, in light of the overall
increase in poverty since both studies were concluded, those numbers are likely to be

higher today.'?
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Race and Poverty

Poverty is concentrated not just geographically but racially as well. In 2006, 35.3
percent of black children and 28 percent of Hispanic children live in poverty, com-
pared to 10.9 percent of non-Hispanic white children.'!

Black and Hispanic children also are much more likely to live in severely distressed
neighborhoods: in 2000 (the most recent year for which data is available), 28.3
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Source: William O’Hare and Mark Mather, “The Growing Number
of Kids in Severely Distressed Neighborhoods: Evidence from the
2000 Census,” Kids Count/PRB Report on Census 2000, Annie E.
Casey Foundation, Baltimore, and Population Reference Bureau,
Washington, D.C., October 2003, available online at http://www.
aecf.org/upload/PublicationFiles/DA3622H1280.pdf.




Government Neglect

Despite sustained growth of the economy between 2002 and 2007, more people
were living in poverty at the end of this period than were during the recessionary
economic downturn that immediately preceded it. This is the first time in at least
forty years that the poverty rate was higher in an economic recovery than it was in
the midst of the preceding recession.!3

As poverty levels have increased, so has the amount of people claiming government
benefits. Unfortunately, funds available for most of those programs have not kept
pace with the rising cost of living and the higher number of people eligible for them.
For example:

i Although food stamps offer the same amount of monetary support as they
did in 2000 ($1 per meal in 2008 dollars for the average person enrolled in
the program), they have lagged behind the rising price of food. Since the
turn of the century, overall food prices have risen 75 percent.’4 As a result
most food stamp recipients say their stamps last for just two weeks or less
out of each month.

i Due to a funding freeze in the Child Care and Development Block Grant,
150,000 fewer children are receiving child care assistance than did in 2000,
and the administration expects another 300,000 children to lose coverage
by 2010—a total decline of 18 percent.!> Cuts in funding for the Temporary
Assistance for Needy Families (TANF) program totaling $800 million, or 20
percent!6 of the 2000 TANF budget, may reduce child care availability even
further. Funding for Head Start, the preschool program for low-income chil-
dren, is down by 11 percent, or $893 million, from its 2002 level.17
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Recently tightened application requirements for Medicaid has resulted in
reduced enrollment in at least twenty-two states even though many of the
individuals turned away are considered to be eligible for the program.18
And new regulations issued by the Centers for Medicare and Medicaid Ser-
vices may reduce coverage even further as they are estimated to cut federal
contributions to states by nearly $10 billion, or about 5 percent of the 2008
federal Medicaid budget, each year for the next five years.19

Earnings of those in poverty have been hampered by a minimum wage, the
value of which reached a fifty-year low in 2007. And although it is now set to
increase over the course of three phase-in periods, the minimum wage will
not reach its target amount of $7.25 an hour until 2009.



Time for a New Debate

The last time the nation focused on the issue of poverty was during the debate
over President Clinton’s welfare reform law in 1996. That legislation appears

to have done more good than harm on balance, but it did not really attack the
concentrations of poverty that lie at the heart of the problem. It is understandable
that many Americans consider poverty and the problems connected to it to be
intractable. But evidence is mounting that housing policies aimed at enabling low-
income families to move to middle-income neighborhoods and public school choice
plans that allow poor students to attend middle-class schools really do work.

The war on poverty is far from over—there are more children living in poverty
today in the United States than there were thirty years ago. A set of comprehensive
public policies addressing this issue is long overdue. As the presidential candidates
debate tax cuts for the wealthy and how to protect the middle class, they must
also remember those most in need—America’s poor.

Prepared by Matt Homer, Elah Lanis, Jonah Liebert,

Martha Paskoff, and Libby Perl.
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