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Feature: Food & Nutrition Assistance June 05, 2012

SNAP Benefits Alleviate the Intensity and Incidence of Poverty

by  and 

The o fficial U.S. poverty measure does not account fo r noncash government assistance, such as benefits from USDA's Supplemental Nutrition Assistance Program (SNAP).

Adding SNAP benefits to  family income reduces the poverty rate and leads to  even greater reductions in depth and severity o f poverty, particularly among children.

The antipoverty effect o f SNAP was especially strong in 2009, when the American Recovery and Reinvestment Act increased SNAP benefits levels.
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New Supplemental Measure Better Ref lects Antipoverty Effects

The Federal Government spends billions of  dollars each year on programs to alleviate poverty and hardship. Many of  these programs
provide eligible people with in-kind, or noncash, benef its, such as subsidized rents and assistance with home energy bills. To help eligible
households meet their food needs, USDA offers in-kind assistance through a variety of  programs, including benef its for the purchase of
groceries through the Supplemental Nutrit ion Assistance Program (SNAP); coupons or electronic benef it  cards for specif ic foods through
the Special Supplemental Nutrit ion Assistance Program for Women, Infants, and Children (WIC); and free or reduced-price meals through the
Nat ional School Lunch and School Breakfast  Programs. Expenditures for these four programs totaled $97 billion in f iscal year 2011,
account ing for over 90 percent of  USDA food and nutrit ion assistance expenditures.

Off icial U.S. poverty est imates do not account for these and other in-kind benef its in family income. This may understate the resources of
U.S. families that receive benef its and mask the greater relat ive hardship facing families that do not receive benef its. Even if  in-kind benef its
were included as income in poverty est imates, a simple poverty rate--how many people are living below the poverty threshold--may not
show how hardship is reduced by government programs with progressive benef it  structures, such as SNAP. Under SNAP, eligible families with
lower incomes receive larger benef its than similarly sized eligible families with higher incomes. Larger benef its certainly reduce hardship for
the poorest families but may not be enough to lif t  them out of  poverty.

A measure that captures the depth or severity of  poverty can help policymakers more accurately assess the ef fects of  programs designed
to help the poor. ERS researchers and colleagues found that SNAP benef its have a relat ively stronger ef fect  on the depth and severity of
poverty than on the simple poverty rate when benef its are included in the income tally of  poor families. SNAP was part icularly successful in
lessening poverty among children--a group with signif icant ly higher rates of  poverty than the overall populat ion.

For the last  half  century, the U.S. Government has provided annual est imates of  the number and percentage of  people who are poor in the
United States as indicators of  the well-being of  the Nat ion. As init ially developed during the Kennedy Administrat ion, these of f icial measures
of poverty use data f rom the late 1950s and early 1960s to create a standard of  need, or threshold, to cover life's necessit ies. Families with
resources at  or below the threshold are counted as poor.

The tallying of  family resources and the thresholds to which those resources are compared have faced heavy crit icism over the years. The
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Intensity, as Well as Incidence, of  Poverty Matters

thresholds have come under f ire because they are based on outdated informat ion on family spending patterns. A major crit icism of the
measure of  a family's resources is that  it  is based on pre-tax cash income, which excludes not only the value of  in-kind benef its f rom SNAP
and other food and nutrit ion assistance programs but also the impact of  the tax code (see box, "

").
Needs and Programs Have Changed, But

Off icial Poverty Measure Has Not

In 1995, Congress asked the Nat ional Academies to address crit icisms of  the current poverty measure. An expert  panel recommended that
the poverty thresholds be based on expenditures for food, clothing, shelter, and a "small amount for other needs" for things like personal
items and household supplies. It  also recommended using a disposable income concept to measure family resources. Such a measure would
more accurately ref lect  the income available to a family by adding the value of  in-kind benef its and any tax credits to cash income and
subtract ing taxes owed and other necessary expenses, such as work-related child care and transportat ion and medical out-of-pocket
expenses.

In November 2011, the U.S. Census Bureau released est imates of  poverty based on a new Supplemental Poverty Measure (SPM). The SPM,
which is meant to augment of f icial poverty est imates, is largely based on recommendat ions of  the Nat ional Academies panel but with some
modif icat ions based on research and data developed since 1995. Under the SPM, 16 percent of  Americans were considered to be poor in
2010, compared with the of f icial poverty rate of  15.2 percent. If  SNAP benef its were excluded from income, the SPM poverty rate would
have been 17.7 percent, illustrat ing the importance of  account ing for in-kind government assistance. Measures similar to the SPM have also
been used in recent State- and city-level studies to show that government assistance reduced the detrimental ef fect  of  the recent
recession on poverty.

Policymakers assessing the ef fect iveness of  ant ipoverty programs can benef it  f rom accurate informat ion on both the number of  people in
poverty and the intensity of  the poverty experienced. Drawing on one component of  the SPM methodology, researchers at  ERS, the World
Bank, and the University of  Illinois included the value of  SNAP benef its in family income to get a more accurate view of  SNAP's ant i-poverty
ef fects.

The researchers used two measures that provide richer informat ion than the poverty rate about the intensity of  poverty and the distribut ion
of incomes of  the poor. The poverty gap index incorporates informat ion about the distances between family incomes and the poverty
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SNAP's Progressive Benefit  Structure Is Well-Suited To Reduce the Intensity of  Poverty

threshold, providing a picture of  the depth of  poverty. The poverty gap index depends on the amount of  public assistance needed to raise all
poor families up to the poverty threshold. The squared poverty gap index also uses informat ion on how far families' incomes are below the
poverty threshold but places more weight on families whose incomes place them far below the poverty line. The squared poverty gap index
is more sensit ive to income changes among the poorest of  the poor and, thus, portrays the severity of  poverty.

Both of  these measures capture increases in well-being generated by public assistance, even if  the assistance is not large enough to move
a poor person above the poverty threshold. For example, if  public assistance decreases the average distance between the incomes of  the
poor and the poverty threshold by 25 percent but does not change the poverty rate, the poverty gap index will decrease by 25 percent. The
squared poverty gap index, on the other hand, provides informat ion about whether the assistance reaches the poorest families.

For example, suppose two families--one with a household income equal to 50 percent of  the poverty threshold and the other with a higher
income equal to 75 percent of  poverty--received the same amount of  SNAP benef its. In both cases, the assistance was not enough to lif t
either household above the poverty threshold and, therefore, will not  reduce the poverty rate. Since the SNAP benef it  amounts are equal,
each will reduce the poverty gap index by the same amount. However, since the f irst  family is poorer, the assistance it  receives will lower the
squared poverty gap index more than the equivalent assistance received by the second family. In general, the lower the incomes of  the
families receiving public assistance, the greater the decrease in the squared poverty gap index.

Considering the depth and severity of  poverty is especially important when evaluat ing government programs, such as SNAP, that are
structured so that a part icipant 's benef its increase when income decreases. To be eligible for SNAP, a household must have low levels of
income and assets (for example, gross household income before taxes in the previous month must be at  or below 130 percent of  the
poverty line). The SNAP benef it  formula is a funct ion of  the maximum SNAP benef it  amount, which is based on the est imated cost of  a
nutrit ionally adequate diet  for a given household size, and the household's net income.

Households with no net income receive the maximum SNAP benef it . For a three-person household in 2012, the maximum benef it  is $526
per month. For each addit ional dollar in household net income, SNAP benef its are reduced by 30 cents, ref lect ing the expectat ion that a
household can contribute 30 percent of  its own income to its food budget. Under this progressive benef it  structure, the poorest SNAP
households receive the largest benef its. Indeed, administrat ive data f rom USDA show that SNAP benef its are targeted to the poorest of
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poor households. Households with income below 50 percent of  the poverty line received over half  of  SNAP benef its each year f rom 2000 to
2009.

Researchers f rom ERS, the World Bank, and the University of  Illinois recent ly est imated three poverty measures--the poverty rate, the
poverty gap index, and the squared poverty gap index--for each year f rom 2000 to 2009, af ter adding SNAP benef its to the measure of
family income used in the of f icial poverty measure. The researchers found that, because of  its benef it  structure, SNAP had a larger ef fect
on reducing the depth (down an average of  10.3 percent per year) and severity (down 13.2 percent) of  poverty than on reducing the
prevalence (down 4.4 percent) of  poverty.

 PDFmyURL.com

http://pdfmyurl.com?otsrc=watermark&otclc=0.01
http://pdfmyurl.com?otsrc=watermark&otclc=0.01


SNAP's Impact Part icularly Strong in 2009

SNAP benef its were shown to have a part icularly strong alleviat ive ef fect  on poverty among children. Children experience signif icant ly higher
rates of  poverty than the overall populat ion and receive almost half  of  total SNAP benef its. The of f icial poverty rate for children in 2009
was 20.7 percent, compared with 14.3 percent overall. When SNAP benef its were added to family income, the average decline in the depth
of child poverty was shown to be 15.5 percent f rom 2000 to 2009, and the average decline in the severity of  child poverty was 21.3 percent.
The substant ial reduct ion in the severity of  child poverty f rom SNAP benef its illustrates that program benef its are targeted to children in the
poorest of  poor families.

SNAP's ef fect  on reducing poverty increased between 2000 and 2009, when the SNAP caseload nearly doubled to a monthly average of
33.5 million Americans. The caseload increase was likely a result  of  SNAP policy changes that simplif ied the applicat ion process and
expanded eligibility and of  greater need due to two economic downturns during this period.
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In response to worsening economic condit ions, Congress passed the American Recovery and Reinvestment Act (ARRA), also known as the
st imulus package, in February 2009. The ARRA contained provisions to raise maximum SNAP benef it  levels by 13.6 percent beginning in April
2009. The increase in SNAP benef its and part icipat ion resulted in a large increase in SNAP's ant ipoverty ef fect  between 2008 and 2009. In
2009, the of f icial U.S. poverty rate was 14.3 percent. Account ing for the ef fects of  SNAP benef its, however, would have lowered the
poverty rate to 13.2 percent. This 7.7-percent drop translates into lif t ing roughly 3.4 million people out of  poverty that year.

As in earlier years, the ant ipoverty ef fect  of  SNAP was part icularly strong for children. In 2009, according to ERS research, SNAP benef its
reduced the depth of  child poverty by 20.9 percent. The reduct ion stemmed from SNAP lif t ing some children out of  poverty and, for those
children not lif ted out of  poverty, decreasing the gap between their family income and the poverty threshold. Count ing SNAP benef its as
income raised the average income of poor families with children from 51 percent of  the poverty threshold to 58 percent of  the poverty
threshold. SNAP benef its also reduced the severity of  child poverty by 27.5 percent in 2009.
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SNAP benef its ensured that the depth and severity of  poverty, and part icularly child poverty, increased only slight ly f rom 2008 to 2009
despite worsening economic condit ions during the 2007-09 recession. Without SNAP, the squared poverty gap index would have increased
from 5.5 in 2006 to 6.8 in 2009, an increase of  almost 24 percent. With SNAP benef its, the squared poverty gap index rose by only 11
percent (f rom 4.4 in 2006 to 4.9 in 2009).
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Needs and Programs Have Changed, But Off icial Poverty Measure Has Not

Including SNAP benef its in the calculat ion of  a family's resources provides a more accurate view of  how SNAP raises the disposable income
of recipients and improves the welfare of  low-income families. The poverty gap and squared poverty gap indices--measures that convey the
depth and severity of  poverty--can be useful for assessing need and understanding the consequences of  SNAP and other assistance
programs. Policymakers can use the indices to measure progress toward improving the well-being of  the poor and, in the case of  the
squared poverty gap index, to measure progress toward reducing severe hardship among the poorest of  the poor.

The original poverty thresholds were based on USDA est imates of  the minimum cost of  food that families of  dif ferent sizes would
need to meet recommended nutrit ional guidelines. The thresholds did not include the costs of  other necessit ies, such as clothing
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This article is drawn f rom...

and housing, because there were no similar est imates of  minimum costs for these goods. Instead, to account for such items, the
minimum cost of  food was mult iplied by three because research f indings showed that food expenditures accounted for one-third
of an average American family's budget. Based on this approach, the poverty threshold was $3,165 for a nonfarm family of  two
adults and two children in 1961. Although they no longer dist inguish between farm and nonfarm families, today's poverty thresholds
are calculated using the same general method and budget share for food, with updates for inf lat ion each year. In 2011, the poverty
threshold for a family of  two adults and two children was $22,811.

The thresholds have been crit icized because they are based on outdated informat ion on family spending patterns. For example,
over the last  50 years, food spending as a share of  the average American family's annual spending has dropped from roughly 33 to
13 percent, while housing and transportat ion expenditures have grown in overall share.

Another concern has focused on how family resources are def ined in the of f icial poverty measure-namely, all sources of  cash
income, including paychecks, alimony and child support , rental income, Social Security payments, and other forms of  cash income
on a pre-tax basis. Using pre-tax cash income excludes the value of  in-kind public assistance and the impact of  the tax code. One
of the largest Federal policies aimed at  reducing poverty is the Earned Income Tax Credit  (EITC), which gives a refundable tax credit
to low-wage earners. Qualifying wage earners whose EITC is higher than the taxes they owe are ent it led to a refund when they f ile
their taxes. In 2011, almost $59.5 billion in credits were issued from tax year 2010. Because the of f icial measure of  poverty is based
on pre-tax income, it  does not account for benef its received through the EITC.
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Alleviat ing Poverty in the United States: The Crit ical Role of  SNAP Benef its

"Poverty Measurement: Orshansky's Original Measures and the Development of  Alternat ives", by Michele Ver Ploeg and Constance F.
Citro, Review of  Agricultural Economics, January 2008, Vol. 30, No. 3, pp. 581-90

, by Dean Jolif fe, Craig Gunderson, Laura Tiehen, and Joshua
Winicki, Economic Research Service, September 2003, Food Stamp Benef its and Childhood Poverty in the 1990s, by Dean Jolif fe, Craig
Food Stamp Benef its and Childhood Poverty in the 1990s (FANRR-33)

 PDFmyURL.com

http://www.ers.usda.gov/publications/err-economic-research-report/err132.aspx
http://webarchives.cdlib.org/sw1hm53n4b/http://www.ers.usda.gov/Publications/FANRR33/
http://pdfmyurl.com?otsrc=watermark&otclc=0.01
http://pdfmyurl.com?otsrc=watermark&otclc=0.01


ERS Home | USDA.gov | Careers | Site Map | What 's New | E-Mail Updates | RSS | Text Only | Report  Fraud

FOIA | Accessibility | Informat ion Quality | Privacy Policy & Nondiscriminat ion Statement | USA.gov | White House

Amber Waves on Your Tablet

You may also be interested in...

Gundersen, Laura Tiehen, and Joshua Winicki, FANRR-33, USDA, Economic Research Service, September 2003.

, by Margaret  Andrews and David Smallwood, USDA, Economic Research Service, March
2012
What ’s Behind the Rise in SNAP Part icipat ion?

On the go? Stay connected with our Amber Waves
app for tablets. Subscribe to the quarterly magazine on

 or .iTunes Google Play

 PDFmyURL.com

http://www.ers.usda.gov/amber-waves/2012-march/what%e2%80%99s-behind-the-rise-in-snap-participation.aspx
https://itunes.apple.com/WebObjects/MZStore.woa/wa/viewSoftware?id=596450662&mt=8
https://play.google.com/store/apps/details?id=com.ers.usda.gov.amberwavesfebruary.android&feature=search_result#?t=W251bGwsMSwxLDEsImNvbS5lcnMudXNkYS5nb3YuYW1iZXJ3YXZlc2ZlYnJ1YXJ5LmFuZHJvaWQiXQ..
http://www.ers.usda.gov/
http://www.usda.gov
http://www.ers.usda.gov/about-ers/careers-at-ers.aspx
http://www.ers.usda.gov/sitemap.aspx
http://www.ers.usda.gov/calendar/whats-new.aspx
http://www.ers.usda.gov/subscribe-to-ers-e-newsletters.aspx
http://www.ers.usda.gov/rss
http://transcoder.usablenet.com/tt/www.ers.usda.gov/amber-waves/2012-june/snap-benefits.aspx
http://www.usda.gov/oig/contractorform.htm
http://www.ers.usda.gov/contact-us/freedom-of-information-act.aspx
http://www.ers.usda.gov/help/accessibility.aspx
http://www.ers.usda.gov/about-ers/information-quality.aspx
http://www.ers.usda.gov/about-ers/information-quality/privacy-and-nondiscrimination-statement.aspx
http://www.usa.gov
http://www.whitehouse.gov
http://pdfmyurl.com?otsrc=watermark&otclc=0.01
http://pdfmyurl.com?otsrc=watermark&otclc=0.01

