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The Persistence of Poverty Through the 1990s

RANDY ALBELDA
Donna HaiGg FRiIEDMAN

he Commonwenalth’s economic growth over the past decade has led to more jobs and an increasing
median income, but the vising tide has not lifted the boats at the bottom. The bottom 20 percent of
the Commonwenlth’s families with childven have not found velief. Growth in earnings has been
almost completely offSet by the loss of public support, which in turn has strained the private sector’s
emergency support system. Poverty rates for famailies have dropped only slightly, child poverty rates and the per-
centage of families who ave very poor have increased, and the need for emergency housing and food services has

grown. Safety nets for the poor have unraveled.
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y almost all measures, the Massachusetts economy

has had a remarkable decade. The unemployment

rate has fallen, and absolute levels of employment
have reached new heights, surpassing the 1980s period of
expansion popularly referred to as the Massachusetts
Miracle. The 1980s represented a sharp demarcation in the
Massachusetts economy, expanding its service and financial
sectors and moving away from industrial manufacturing (a
mix of both high- and low-wage work). The “miracle” not
only lifted the economy from a long slump, it allowed the
Commonwealth’s eco-
nomic growth to far out-
pace that of the nation.
And while the miracle
faded in the late 1980s,
pushing the Massachusetts
economy into a fairly se-

vere recession, unemploy- 33 [ — Numberin Labor Force

=== Number Employed
=== Unemployment Rate

ment rates have remained

at or below 6 percent since
1994, falling to 2.6 per- 31
cent in 2000.

In terms of actual

numbers of people em- 29

Millions

ployed, it was not until
1997 that Massachusetts
surpassed its 1989 high 27
mark of 3,053,000. In
1999, over 120,000 more
people were employed 25 ! ! !

Labor Force and Number Employed in
Massachusetts, 1979-1999

The labor force includes persons 16 and older who are
employed or unemployed (secking employment).

3.228 (1990)

3.033 (1990)

9.1 (1991)

Creation and Economic Growth,” which was a blueprint
for bringing the state out of its economic doldrums. One
section addressed poverty, focusing on distressed urban ar-
eas, and succinctly argued, “The best social program is a
job.”? In short, the best poverty policy the state could pur-
sue was general economic development—i.e., building a
robust economy.

This sentiment was echoed even louder in policy
changes directed specifically at poor families. The Weld
administration, together with the legislature, aggressively

pursued change to the
existing welfare laws.
Passed in February and
enacted in November,
Chapter 5 of the Acts of
1995 radically changed
the state’s welfare pro-
10 gram for low-income

families with children.

3 The changes placed a

30 heavy emphasis on re-

placing public cash assis-

2 tance with earnings.
Since 1995, the ad-

ministration has pursued

its “work first” strategy,

]
Unemployment Rate

10 bolstered by a strict set
of rules that families re-
ceiving aid must follow
to avoid benefit reduc-

than were a decade earlier 79 81 83 8% 87

(a 3.9 percent increase).
Compared to 1993, the
first full year of post-
recession recovery, more than 250,000 more people were
employed in 1999. This was a 7.7 percent increase.

Establishment data reveal that the Massachusetts
economy had roughly 400,000 more jobs in 1999 than it
did in 1993, almost a 14 percent increase.! The growth in
jobs and average wages differs by industry category, how-
ever. Services generated more than three times as many new
jobs as the second-largest sector, retail. Together service
and retail sectors launched an additional 289,900 jobs, ac-
counting for nearly 75 percent of all new jobs. It is impor-
tant to note that these are among the two lowest-paying
sectors. The three highest-paying sectors—finance, insur-
ance, and real estate; wholesale trade; and manufacturing—
have generated just 26,800 new jobs (6.7 percent of the
net growth) since 1993.2

The Expansion Economy and

Massachusetts Poverty Policies

In 1993, the Weld administration published a document
titled “Choosing to Compete: A Statewide Strategy for Job
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tions or cutoffs. The
Massachusetts Earned
Income Tax Credit
(EITC) program, en-
acted in 1997, complements the federal program, provid-
ing families who have low earnings with a refundable tax
credit. Both programs reinforce employment, even at low
wages, supporting the notion that a job is the best path out
of poverty.

Family Income and Poverty in Massachusetts
Family income. The U.S. Census Bureau defines a family
as two or more persons related by blood, marriage, or adop-
tion, who live in the same housing unit. In 1999, there
were 2.62 million households in Massachusetts, of which
1.57 million were families. Of all families, 57 percent had
at least one child under 18 years of age. Of those with chil-
dren, just under 72 percent were two-adult (mostly mar-
ried-couple) families, and the rest had only one adult—most
often a female, usually a mother.*

Every March, the Current Population Survey (CPS)
collects detailed information from a sampling of the U.S.
population about income over the previous calendar year.
The data are cross-sectional, and as such, do not allow re-
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searchers to look at the same families over any extended
period of time. Instead, they provide a snapshot of family
income and poverty.

Pooling Massachusetts income and poverty data for the
first three years and the last three years of the 1990s expan-
sion (1993-95 and 1997-99) ensures statistical reliability
and allows a closer look at low-income families before and
after welfare reform. Median family income (adjusted for
price changes using the CPI) from 1993 to 1995 was
$53,621, which grew by 5.4 percent to $56,491 in 1997-
99. The median income for families with children was
$51,856 in 1993-95 and rose by 2.7 percent to $53,271
in the 1997-99 period. Changes in
family income are uneven, however.
Splitting the number of families into
quintiles, ranked by income, gives a
better sense of how families in dif-
ferent income brackets are faring.®

Family poverty. The Census
Bureau defines persons and families
as poor if their incomes are below a
particular threshold, which differs by family size. In 1999,
a family of three was poor if their annual income was
$13,290 or less; for a family of two the income threshold
was $10,869. While these thresholds do not take into ac-
count the value of non-cash assistance (such as food stamps)
or of taxes paid or tax credits received, they do include gov-
ernment cash assistance, such as Social Security or welfare.
Nonetheless, these amounts are far below the recent esti-
mates provided by the Women’s Educational and Indus-
trial Union on self-sufficiency for families of this size, with
or without children.®

Those who are poor
are much more likely
to be very poor.

Poverty rates for all families and for families with chil-
dren fell slightly during the 1990s boom, while those of all
persons rose slightly. Surprisingly, child poverty rates rose
over the boom. Poverty rates for Latino families fell, while
those for Black families rose (though none of the changes
are statistically significant). However, both Black and Latino
families are still six times more likely to be poor than White
families in Massachusetts.

The data also reveal an important trend in the poor
population: There is a discernible shift toward an increase
in the very poor. That is, those who are poor are much
more likely to be very poor. There was a sharp percentage
rise in the “very poor” category for
temale-headed families with chil-
dren. The percentage of very poor
children rose significantly, from 6.5
percent to 9.6 percent.

History shows that poverty rates
fall during economic expansions.
That Massachusetts poverty rates for
all persons and families have hardly
budged is surprising and unlike the trend for the nation as
a whole. The average poverty rate for all persons and fami-
lies in the United States, while at higher levels than for Mas-
sachusetts, fell considerably over the two periods—from 14.5
percent to 12.6 percent for all persons and from 11.6 per-
cent to 9.9 percent for families.

Public Assistance Caseloads Decline,
Emergency Services Use Increases

Poverty policies and the expanding economy have succeeded
in reducing the number of people using cash assistance.

Despite the robust economic expansion throughout the decade, the bottom 40
pervcent of all families, ranked by income, sww their incomes sty about the

Average Income for All Families
and for Families with Children

same (adjusted for inflation), while the top 60 percent improved incomes by
about 5 percent. For families with childven, the disparities ave starker; the
bottom 40 percent lost income on average, while the vest saw increases, with

the richest seeinyg their incomes grow the fastest. As o vesult, the alvendy wide
income gap between the vichest and the poovest grew even wider.

Bottom 2nd
quintile quintile
All Families
1993-1995 $13,915 $34,459
1997-1999 $13,972 $34,281
Percent change 0.41 -0.51
Families with Children
1993-1995 $11,179 $32,552
1997-1999 $10,854 $31,920
Percent change -2.90 -1.90

Source: March Current Population Survey, various years: Massachusetts families
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3rd 4th Top Ratio of top to
quintile quintile quintile hottom quintile
$53,571 $77,161 $149,775 10.8
$56,194 $81,558 $157,138 11.6
4.90 5.70 4.92
$51,820 $73,812 $142,842 12.8
$54,036 $80,263 $161,650 14.9
4.30 8.70 13.20
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Percent of Persons and Families Who Are Poor or Very Poor

In the late 19905, there was o discernible shift toward an increase in the “very poor.”

Poor
Percent Percent Percent
1993-1995 1997-1999 Change
All families 9.1 8.6 -0.5
White families 6.2 5.5 -0.7
Black families 276 32.7 B,
Latino families 45.4 33.5 11.9
Families w/ children ~ 14.3 13.6 -0.7
Married-couple
families w/ children 4.2 3.0 -1.2
Female-headed
families w/ children ~ 48.1 45.1 -3.1
All persons 10.5 10.9 0.4
All children 16.1 17.9 1.8

*Difference significant at 90 percent level

Race and ethnicity of family are defined by the head of the household.
Female-headed households include only those with one female adult.

Source: March Current Population Survey, various years

Current Population Survey and administrative data show a
tremendous drop in the number of families using public
assistance. After rising during the recession of the early 1990s
to more than 114,000 families, caseloads dropped steadily,
both before and after welfare reform. By 1999, the Depart-
ment of Transitional Assistance reported fewer than 50,000
families receiving welfare. U.S. Department of Agriculture
data reveal an equally sharp drop in food stamp use in the
state. The Current Population Survey asks if families ben-
efit from any type of government-sponsored programs. Re-
sponses reveal a rather steady decline in both the welfare
and food stamp rolls.

The post-welfare reform years show a substantial drop
in welfare and food stamp use, even though poverty rates
have barely declined. Most revealing is the drop in poor
families” use of assistance. While almost one out of every
two poor families received welfare before welfare reform,
the number dropped to one in three after the reform went
into effect. Similarly, 56 percent of all poor families received
food stamps before reform; fewer than 44 percent did there-
after. One expects reliance on public assistance to drop in
economic expansions, but there is little reason to expect
the percentage of poor families (who are likely to be eli-
gible) who use public assistance to fall so dramatically, es-
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pecially as the percentage of
those who are very poor rises.

Administrative data and
information gathered from
surveys and focus groups re-

Very Poor .
flect emergency services use
Percent Percent Percent and needs.” The number of
1993-1995 1997-1999 Change .. .
families receiving Department
of Transitional Assistance
3.1 3.7 0.6 .
(DTA) and privately funded
1.6 29 0.6 shelter has increased steadily,
with the private sector step-
13.8 21.4 76 ping in to provide shelter to
999 19.7 95 families deemed ineligible for
state-funded shelter. These
4.8 6.4 1.6 data reflect only a segment of
homeless families in Massa-
14 0.7 0.7 chusetts.
' ' ' The membership of soup
kitchens and food pantries in
15.6 235 7.9 food banks across the state has
40 47 0.7 also risen since welfare re-
' ' ' forms were implemented. In-
6.5 9.6 3.1* formation obtained directly

from emergency services pro-
viders in six Massachusetts
communities confirms the
trends identified by adminis-
trative sources. Housing assis-
tance programs reported as
many or more people served
since welfare reform. Nearly half of the community agen-
cies surveyed reported an increase in the number of fami-
lies they had provided with food assistance between 1995
and 2000, including the state’s three largest food banks.
The Massachusetts Emergency Food Assistance Program

Families Receiving Food Stamps
and TAFDC/TANF*

Percent of families

Percent of families Percent of poor

L with children - .
receiving: A families receiving:
receiving:
TAFDC/  Food TAFDC/  Food TAFDC/  Food
TANF  Stamps TANF  Stamps TANF  Stamps
1993-95 6.0 7.7 11.1 13.2 45.0 55.9
1997-99 4.1 5.2 7.9 9.7 32.3 44.8

*Transitional Aid to Families with Dependent Children/Temporary Assistance for
Needy Families

Source: March Current Population Survey, various years
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Families Served by Type of
Emergency Shelter

H Private Placement
M Department of Transitional Assistance Hotels

4,500 M Department of Transitional Assistance Shelters

3,000 -

1,500

FY ‘95 FY ‘96 FY 97 FY ‘98 FY 99 FY 00

Source: Massachusetts Executive Office of Health and Human Services

has provided new state funding for food banks, up from $1
million at its inception in 1994 to more than $7 million in
1999. More than two-thirds of the 104 parents surveyed
were using food stamps; nearly half reported using food
pantries on a monthly basis.

Low-income families’ use of emergency services is nei-
ther occasional nor episodic. Though the term “emergency”
implies a crisis that is temporary in nature, the growing
need to respond to families struggling to survive has led to
the establishment of a permanent array of emergency ser-
vices in Massachusetts. Further, homeless shelters, home-
less prevention programs, and food banks report a shift in
the population they serve since welfare reform; more are
extremely poor, more are employed, and fewer are “welfare
poor.”

Working More Without Much to Show

A closer look at families with children in the bottom in-
come quintile shows that average earnings and income from
the Earned Income Tax Credit have increased, but these
increases are completely offset by the decreases in food
stamps and welfare benefits. In short, low-income families
with children are working more but do not have more fam-
ily income than they did before.

One might argue that even without more income, fami-
lies would fare better with a “self-reliant” member, rather
than by receiving public assistance. The biggest gain in in-
come is from the EITC, which is public assistance. Further,
this type of self-reliance is not assuring self-sufficiency. In
both time periods considered, about 70 percent of families
with children in the bottom 20 percent of all families were
officially poor, based on the Census definition.

Finally, income measures—either in-kind or in cash—
do not take into consideration the new costs to families
associated with replacing cash assistance with earnings. These

include clothing, transportation, prepared food expenses,
and child care, all of which increase when parents are em-
ployed. Families who have more employment and higher
costs—Dbut no more income—may actually be worse oft with
this new income composition.

Data Signal Continued Cause for Concern

The economic boom has clearly benefited some families.
Many, however, especially those with children, have been
left behind. Family poverty rates have barely budged. Pov-
erty rates for children and for Black families have actually
increased, while the percentage of very poor persons, fami-
lies, and children is rising. Income inequality, already high,
is escalating.

The loss of welfare income and job growth has not ame-
liorated poverty among single-mother families with chil-
dren. The decline in two major forms of public assistance
to poor families—Transitional Aid to Families with Depen-
dent Children/Temporary Assistance for Needy Families,
and food stamps—has not been relieved with increased earn-
ings or the Earned Income Tax Credit. The private, non-
profit sector is picking up some of the slack, but they are
not fully up to the task and find themselves trying to serve
a group of people they are not well equipped to serve. These
populations often fall between the cracks of public assis-
tance programs. They are the working poor.

Mean Earnings and Assistance Income
for Bottom 20 Percent
of Families with Children

Single-mother families comprise 73 percent of all families
with childrven in the bottom quintile.

$12,000
10,000
8,000 M Housing
I TAFDC/TANF *
6,000 M Food Stamps
M Earned Income Tax Credit
M Earnings
4,000
*Transitional Aid to Families
with Dependent Children/
Transitional Aid to
2’000 Needy Families
0

1993-95 1997-99

Source: March Current Population Survey, various years: Massachusetts families
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The widening income gap for families with children
should be of grave concern to policymakers. The benefits
of expanded educational opportunities that parents purchase
on the market—which are often costly but pay off tremen-
dously in cognitive and financial success—span childhood
from early education to private tutoring and from after-
school activities to college. The top 60 percent of families
with children gained income at a rapid rate, and it is likely
that the educational enrichment opportunities for children
in these families have also expanded. Similarly, as the bot-
tom 40 percent of families with children face real income
losses, and as single-mother families grow relatively less pros-
perous, the opportunities for children in these families are
probably shrinking.

Massachusetts has made K-12 educational success a
major political and fiscal priority. These income trends—
occurring as the economy expands—are likely to work
against the state’s goals.

What accounts for the inability of the Massachusetts
economic expansion to trickle down? Without further analy-
sis, it is impossible to know. Shared income growth is not
theoretically or empirically predetermined. In many ways it
is as much a political question as an economic one.

In the 1990s, those in the higher echelons reaped the
rewards of the economic boom in the form of higher sala-
ries and growing wealth. They were able to keep more of
their income as both the state and federal governments re-
duced income taxes. Unions, which traditionally have been
able to demand higher wages during periods of high growth
and productivity, have seen declining membership. The poor
economic performance among families with children may
be related to state and federal policies toward poor families.
Major welfare reforms in the state have resulted in vastly
reduced caseloads, a reduction in welfare income, and deep
cuts in the food stamp rolls.

Earnings growth and the Earned Income Tax Credit
are almost completely offset by corresponding losses in pub-
lic assistance. During a boom period these results are alarm-
ing; with a potential recession on the horizon, they signal
serious cause for concern. M

1 Household and establishment data often differ. Household data depict
jobs people hold, while establishment data record jobs in firms.

2 From U.S. Bureau of Labor Statistics. Employment and wage numbers
are reported by the Federal Reserve Bank of Boston in its publication
New England Economic Indicators and at their Web site: http://
www.std.com /frbbos /economic/neei/neei.htm.

3 See “Choosing to Compete: A Statewide Strategy for Job Creation and
Economic Growth” (Boston: Commonwealth of Massachusetts, Execu-
tive Office of Economic Affairs, 1993): 72.

4 For example, in 1999, 86 percent of single-parent families with children
were headed by women.

5 When looking at the entire sample, median income provides a better
snapshot than does average. Median is the midpoint, indicating that 50
percent of the population made more while 50 percent made less. Because
of wide income disparity, an average is somewhat distorted. When exam-

‘
FALL 2001 . o o o o 17.-..

ining income within quintiles (a much smaller range), average income
provides a better snapshot than a median.

6 See Jean Bacon, Laura Henze Russell, and Diana Pearce, Self-Sufficiency
Standard: Where Does Massachusetts Stand? (Boston: Women’s Educational
and Industrial Union in collaboration with Wider Opportunities for
Women, January 2000).

7 With funding provided through a grant from the U.S. Department of
Health and Human Services, an interdisciplinary group of researchers at
the University of Massachusetts in Boston collected and compiled data on
houscholds as well as emergency food and housing services. The group
also administered surveys to directors of emergency services in six Massa-
chusetts communities and conducted focus groups with emergency-
services providers and clients in those same communities. The communities
are Brockton, Greenfield, Lowell, North Dorchester,/Roxbury, Upper Cape
Cod, and Worcester. A copy of that full report is available at http://
www.mccormack.umb.edu/Centers/SocPol /CSP_site /csp_home.htm.

RANDY ALBELDA is a professor of economics and the Acting Director of the
Public Policy Ph.D. Program at the University of Massachusetts Boston.

DOoNNA HAIG FRIEDMAN is the divector of the McCormack Institute’s Center
for Social Policy at the University of Massachusetts Boston.

Randy Albeldn was one of the guests discussing welfure veform
on “The Connection” on National Public Radio last May. The
show can be accessed via Real Audio from the following Web page:

bttp://www.theconnection.ory/archive/2001/05/0509a.shtml
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