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Counting what counts
A better way to define poverty

By Douglas W.
Nelson

r those of us who de-
vote our working lives
to helping vulnerable
children and families,

yesterday marked one of the
most momentous days on the
annual calendar: the Census
* Bureau'’s release of the na-
tion’s official poverty rate.

The event, held inside the
Census Bureau'’s headquar-
ters in Suitland, Md., at-
tracted a throng of journalists
and generated a flurry of
news coverage.

This attention is all for the
good. Not only does poverty
impose short-term hardships
onmillions of Americans, but
ithas tragic long-term conse-
quences for children. Over-
whelming evidence shows
that growing up in poverty—
especially deep and sustained
poverty— compromises chil-
dren’s health, dims their ed-
ucational prospects, in-
creases their risk of future
arrest and incarceration and
lowers their options for future
success. Anything that re-
minds citizens of the vast
number of American chil-
drenhandicapped by poverty
—nearly 13 million as of last
year — can only help.

This welcome attention,
however, is steeped in atrou-
bling irony. The poverty fig-
ure itself is deeply flawed
and almost comically out of
date. Developed in the 1960s,
the poverty line was drawn
by the federal government by
calculating the cost of a rudi-
mentary grocery budget and
multiplying by three — be-
cause back in the 1960s food
represented one-third of a
typical family’s budget. The
dollar figure developed in the
1960s has only been adjusted
for inflation, even though
food is now one-seventh of a
typical family’s budget, and
even though the formula
takes no account of child
care, health insurance and
other expenses that are far
greater today.

Further, the definition of
income used to calculate
poverty rates doesn't in-
clude non-cash benefits
such as housing assistance,
the earned-income and
other tax credits, and food
stamps, and it doesn't ac-
count for necessary ex-
penses like transportation

and state/local taxes.

Today, virtually no one
supports the poverty thresh-
old— currently setat $20,444
for a family of two adults and
two children — as a realistic
assessment of families’ gen-
uine economicneeds and cir-
cumstances. Indeed, scholar
Nicholas Eberstadt of the
American Enterprise Insti-
tute has dubbed the poverty
measure “America’s worst
statistical indicator””

Unfortunately, efforts to
update the poverty measure
— which began in the 1970s
— have foundered repeat-
edly due to political discord.
Proponents and critics of the
current system represent
genuine philosophical differ-
ences about who should be
counted as poor.

Conservatives have con-
sistently sought changes that
would reduce the number of
Americans counted as poor.
They note— correctly—that
the vast majority of those
counted as poor today have a
much higher standard of liv-
ing than those counted as
poor 40 years ago. For exam-
ple, most have televisions, mi-
crowave ovens and air condi-
tioning. Liberals have sought
changes that would increase
the number of Americans
counted as poor.

They note — again cor-
rectly — that the amount of
money required to support a
family — for housing, trans-
portation, child care, gro-
ceries and clothing —far ex-
ceeds the poverty threshold,
and that millions of families
with incomes equal to or
greater than the official
poverty line suffer serious fi-
nancial hardships every year
—such asbeing evicted, hav-
ing their utiliies shut off or
going without needed med-
ical or dental care.

Itis time for both sidesin
this debate to table their
disagreements and come
together around a new ap-
proach to poverty measure-
ment. Why? Because, in the
words of former Sen.
Daniel Patrick Moynihan:
“You can't solve a problem
until you firstlearn tomeas-
ure it.”

Across the country, chil-
dren’s advocates are rallying
around a proposed campaign
to cut the nation’s child
poverty rate in half over the
next decade. Yet many of our
most promising approaches

to improving the economic
fortunes of children — ex-
panding the earned-income
and child tax credits for
working families, increasing
child care subsidies, increas-
ing the utilization rates for
food stamps and other
means-tested programs —
would never be counted by
today's poverty measure. So
the official poverty data give
us no indication of how well
our public investments in the
financial well-being of low-in-
come families are paying off.

Fortunately, a much better
poverty measure is ready
and waiting. In the 1990s, a
distinguished panel of schol-
ars assembled by the Na-
tional Academy of Scier:.ces
studied the challenge and de-
vised anew poverty meastire
thatincludes non-cashbene-
fits, accounts for child care
costs and out-of-pocket med-
ical expenses, and — unlike
the existing measure — ad-
Jjusts forregional differences
in the cost of living.

For several years now, the
Census Bureau has been
calculating poverty data
through this new formula.
Yet, despite their manifest
advantages and widespread
support for the new stan-
dards among demographers
and statisticians, the new
numbers are published only
online, with little fanfare or
mention in the mainstream
media or political debate.

Adopting the NAS
methodology as the official
poverty definition would be
a big step forward in help-
ing policy-makers under-
stand who in the population
is in need of assistance —
and what kind of assistance
they need. And it would pro-
vide us with a highly visible
tool to measure the impact
of public investments in
family well-being.

A study released this
January revealed that, due to
its long-term effects on pro-
ductivity, earnings, criminal-
ity and health, childhood
poverty costs $500 billion a
year. To help recapture
those wasted dollars, and
more importantly toimprove
the prospects of our nation’s
children, it’s time to start
counting what counts.
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