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When the Census Bureau published estimates of the Supplemental Poverty Measure in
November 2011, there was considerable interest in comparing the number of people with
incomes between 100 and 200 percent of the poverty threshold to the number of people with
SPM resources between 100 and 200 percent of the SPM thresholds. While about 19 percent of
people had incomes between 100 and 200 percent of the official thresholds, 31.8 percent of
people had SPM resources between 100 and 200 percent of the SPM thresholds.

Over the last decade many analysts have been using 200 percent of the
official poverty line as a measure of low income or income inadequacy. This usage is based, in
part, on comparisons of the official poverty thresholds with standard budgets (“basic needs
budgets,” “family budgets,” or the Self-Sufficiency Standard) that estimate the cost of a basic,
“no-frills” standard of living. This has led some analysts to use the phrase “low-income” to refer
to families or persons below the 200 percent level. As a consequence, many readers interpreted
the increase in people between 100 and 200 percent of the SPM thresholds as a surge in the
number of “low income” families.

The question that this working paper will explore is how to characterize various
percentages of the Supplemental Poverty Measure threshold relative to standard budgets and to
the official poverty thresholds.

While the SPM thresholds are often compared to the official thresholds, these
comparisons should be made with caution. The official thresholds were designed to represent
the cost of all goods and services required by a family, including taxes, medical out-of-pocket
expenses and work-related expenses. Since the thresholds represent total consumption
expenditures it is “appropriate” to compare these thresholds to total income. On the other hand,
the SPM thresholds by design represent only expenditures on food, clothing shelter and utilities
plus a “little bit more” to cover non-work related transportation, personal care items, etc.
Therefore in making poverty calculations, the SPM thresholds are only compared to a resource
measure that excludes resources spent on work-related expenses, medical out-of-pocket
expenditures, taxes and child support.

For this exercise, we will use the family budgets published by the Economic Policy
Institute (EPI) as an example of a family budget calculation. These Basic Family Budgets were
last published for 2007 and are available on the EPI website.



(http://www.epi.org/resources/budget/). Since there are no EPI budgets for years since 2007 and

the first SPM thresholds were developed for 2009, we will update the relevant components of the
EPI basic family budgets to 2010 levels in order to compare them to 2010 SPM thresholds.*

On average, the total amount of the EPI budget for 2007 were more than twice the
official poverty thresholds for a family with two adults and two children. This relationship
ranged from 64 percent higher than the official thresholds in Marshall County, Mississippi to 236
percent higher for Nantucket-Dukes Counties in Massachusetts.

The appropriate comparison between the budget amounts and the SPM thresholds
includes only those budget elements (food, clothing, shelter, utilities and miscellaneous) included
in the SPM thresholds. For 2007, these elements represent only about half the cost of the EPI
budgets but this proportion varies by geography, ranging from 45 percent of the budget (in
Orange County, CA) to 67 percent of the budget (inWabasha County, MN).

Preliminary Analysis

Data from the U.S. Department of Housing and Urban Development (HUD) and the
United State Department of Agriculture (USDA) were used to update the selected elements of
the EPI budgets to 2010 levels by metro area. These sum of the budget elements for food,
clothing, shelter and utilities were compared to the 2010 SPM thresholds and the 2010 official
thresholds for families with two adults and two children. On average, the updated modified EPI
budgets were lower than the 2010 SPM thresholds for homeowners with a mortgage and renters
but higher than the SPM threshold for homeowners without a mortgage. The updated modified

EPI budgets were, on average, 5 percent higher than the official poverty thresholds.

The range of differences between the three measures are shown in the following table.

Ratio of EPI Ratio of EPI Ratio of EPI | Ratio of EPI | Ratio of EPI
Budget to Budget to Budget to Budget to Budget to
SPM Overall Official SPM SPM SPM
Threshold Homeowners | Homeowners | Renters
with a without a
Mortgage Mortgage
Average 963 1.046 0.964 1.159 0.988
Minimum .885 .863 0.886 1.060 0.907
Maximum 1.172 1.003 1.174 1.425 1.202

In order to further compare the updated modified EPI budgets to the SPM thresholds, the
analysis will compute poverty rates using the EPI budgets. The three-parameter equivalence

! For detailed description of the data sources and assumption used by EPi in their budgets see, James Lin and Jared
Bernstein, “2008 Economic Policy Institute Family Budgets Technical Documentation,” Economic Policy Institute,
2008. Available at http://www.epi.org/page/-/old/datazone/fambud/2008_epi_family_budgets_tech_doc.pdf.




scale used in the SPM poverty estimates will be applied to the EPI budgets for two adult, two
child families to assign an EPI budget amount to each SPM unit. If time permits, further analysis
will use the economy of scale assumptions in the EPI budgets to adjust the updated modified EPI
budgets. This will allow a comparison of the general level of the EPI budgets vs. the SPM
thresholds as well as a comparison of equivalence scales.

Our hypothesis is that this comparison will show that the SPM thresholds and the updated
modified EPI budgets are very similar. The implicit levels of expenditures for food, clothing,
shelter, utilities and miscellaneous in the SPM thresholds are not very different from the amounts
allocated for these budget elements in the EPI budgets. The important difference between these
two measures of well-being is the treatment of two key elements: child care expenses and
medical out of pocket expenses. The SPM poverty estimates subtract reported expenditures on
these items before assigning poverty status. The EPI and other family budgets include in the
budgets a “normative” estimate of how much families “should” be spending on these items. On
average, these “normative” amounts far exceed the expenditures amounts reported by CPS
ASEC respondents.

There is an extensive history of debate on how to handle these two critical elements.
This analysis will show that when debating the relative merits of poverty estimates based on the
budgets vs. the SPM the appropriate discussion should be on the treatment of these elements, not
on the overall level of the SPM thresholds. Therefore, analysis of families with income below
200 percent of the SPM thresholds should not be equated with an analysis of families with
income too low to purchase basic necessities.



