Where are the Poor? Do Prices Matter?

Supplemental Poverty Measure: Geographic Adjustments
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Motivation — Research Questions

The official poverty measure uses the same thresholds for all families in the United
States, regardless of location.

The Supplemental Poverty Measure (SPM) adjusts the housing portion of the
thresholds for differences in housing costs, using median rents for two bedroom units.
Compared to official poverty estimates, the SPM poverty estimates:

« Increase the share of the poor living in the West and Northeast relative to those
living in the South and Midwest, and
Decrease the share of the poor living outside metropolitan statistical areas and
increase the share living inside metropolitan statistical areas.

Question? What would happen if we were to adjust other portions of the
thresholds? Specifically, what if we adjust the food portion of the threshold as well
as the housing portion?

New llinois -
United New York Orleans outside
States City MSA MSA MSA
‘ET Official Threshold $22,113 $22,113 $22,113  $22,113
©  Oofficial Poverty 15.3% 15.3% 22.0% 15.7%
Median Rent $S820 51,109 S863 567
SPM Threshold $24,391 528,678 525,027 $20,651
T% SPM Poverty Rate 16.0% 18.5% 21.9% 12.9%
%,
% Cost of a Meal $2.54 $4.01 $2.78 $2.02
Poverty Threshold adjusted
Using Food and Housing 524,391 529,568 524,979 519,935
%’
‘O Food/Rent Poverty rate 15.9% 19.7% 21.9% 11.5%

Notes: (1) All thresholds shown are for two adult, two child families for 2010. (2) In addition to the new thresholds, the SPM also
utilizes a different resource measure and unit of analysis than the official measure. The food/rent poverty rents shown on this
poster use the SPM resource measure and unit of analysis.

The rent index is constructed using the median gross rent for two-bedroom apartments
as reported on the American Community Survey 2006-2010. This rent index is applied
to the housing portion of the SPM thresholds.

The cost of a meal index was developed by the Map the Meal Gap 2011 report using in-
store scanning data and Homescan data provided by the Nielsen Company to Feeding
America. This index is applied to the food portion of the SPM thresholds.

The two indices are correlated with each other.
The correlation coefficient is 56%.
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Cost of Food Index

Comparing 2010 State Poverty Rates: Official, SPM and Food/Rent Combined Index

2010 Official Poverty: No Geographic Adjustments
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Changes in Poverty Rates by State

Food/
Food Rent

JRent minus
5PM

SPM
SPM  minus
Official

Official

AL 17.2 126 -46% 129 03 *

Food/
Food Rent
/Rent minus

SPM
SPM  minus
Official

Official

NE 10.3 9.8 -05 91 -07*

AR 153 136 -17% 135 -0a

CO 124 135 1.1*% 134 -01*%

DE 123 128 0.5 13.0 0.2

FL 16.1 20.1 4.0*% 202 0.1
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ID 14.0 118 12.2

NH 6.7 9.9 32*% 104 05¢

NM 183 145 -38* 144 0.1

NC 17.7 135 -42* 134 0.1

OH 155 135 -20* 129 Do*

OR 148 140 -08 13.8 0.2
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IN 16.5 14.2 13.2

Rl 141 126 -15 13.2 0.6 *
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MD 109 14.2 15.1

MiI 15.8 15.1 144 07 *%
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5D 138 105 -33* 105 0.0

TX 185 164 -21* 157 -07°*

11.0 9.3 -1.7 10.5 1.2 %
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WA 11.8 117 -01 11.7
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M5 228 17.3 17.7 0.4

MT 14.7 127
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126 -01
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Wi 10.3 9.7 -06 9.5

*Statistically different from zero at the 90 percent confidence level.
Source: 2011 Current Population Survey Annual Social and Economic Supplement

This poster is released to inform interested parties of ongoing research and to encourage discussion.
Any views expressed are those of the authors and not necessarily those of the U.S. Census Bureau.

2010 SPM Poverty: Using Rent Index
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Distribution of the Poor by
Region and Place of

Residence: Official, SPM
and Food/Rent Index

Region

Food/Rent 17.0% 37.8% 28.1%
SPM 17.8% 38.0% 27.9%

B Northeast

B Midwest

B South West

Place of Residence

Food/Rent 42.3% 12.2%
SPM 42.2% 12.4%
Official 42.0% 17.0%

M Principal City

M Suburb Nonmetro
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Effect of the SPM and Food/Rent Geographic

Adjustments on Poverty Rates by State*

SPM higher than Official,
Food/Rent higher than SPM
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2010 SPM Poverty: Using Food and Rent Index
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Conclusions

The overall SPM poverty rate is higher than the official poverty rate, but
the overall poverty rate when poverty thresholds are adjusted for both
food and housing price differentials is not statistically different than the
SPM poverty rate using thresholds adjusted only for housing cost
differences. Moving from the SPM thresholds to the food and rent
adjusted thresholds results in small but statistically significant changes in
the regional distribution of the poverty population. Namely:

vy

- Slightly larger shares of the poverty population lived in the Northeast
and the West while the shares living in the South and Midwest were
reduced, and

- Aslightly larger share of the poverty population lived in the suburbs
while the share living outside metropolitan statistical areas was
reduced.

o

The differences in state poverty rates when moving from the SPM to a
poverty estimate using both food and rent to adjust the thresholds were
statistically significant in 28 states. Poverty rates went up in 14 states
and down in 14 states. In 21 of these states, the change in the poverty
rate moving from the official to the SPM was also statistically significant.
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« In 9 states, the SPM poverty estimate was higher than the official
estimate and the food/rent poverty estimate was even higher
(California, Connecticut, District of Columbia, Maryland,
Massachusetts, New Hampshire, New Jersey, New York and Virginia).
In 7 states the SPM was lower than the official estimates and the
food/rent poverty estimate was lower than the SPM (Indiana, lowa,
Kentucky, Missouri, Ohio, South Carolina, and Texas).

There were only 5 states in which the two methods moved the
poverty rate in opposite directions: Alabama, Colorado, Idaho, Illinois
and Nevada.

Adjusting poverty thresholds for differences in food prices in addition to
differences in housing costs would not dramatically change poverty

Poverty Rates move estimates.

In Opposite Directions

SPM lower than Official,
Food/Rent Lower than SPM
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*States with statistically significant changes in poverty rates between the Official and the
SPM and between the SPM and the Food/Rent Poverty Rate.
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