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As a service to the State of Wisconsin and in collaboration with federal and nongovernmental entities, researchers at the
Institute for Research on Poverty (IRP) have undertaken a new initiative related to the measurement of poverty. The Wisconsin
Poverty Project, discussed here in this brief, involves innovative use of data to gain a broader, more complete view of both
needs and resources on the state and local levels. The new Wisconsin Poverty Measure was devised to improve understanding
of the level of need in a given region and of the efficacy of public programs aimed at reducing economic hardship. Work on the
Wisconsin-specific measure is one of several research efforts of university, government, and private agency researchers across
the United States to develop alternative poverty estimates at the local, state, and national levels. The U.S. Census Bureau and
the Bureau of Labor Statistics are leading federal efforts to develop the new Supplemental Poverty Measure (SPM). To sup-
port this work, IRP is developing on its Web site an SPM technical resource to disseminate ongoing research to all researchers
interested in this topic. The authors of this brief gratefully acknowledge the work of John Coder of Sentier Research, LLC, who
provided the tax simulations for the Wisconsin Poverty Measure and for the 2009 tax provisions, including those under the
American Recovery and Reinvestment Act (ARRA). The authors also wish to thank Sheldon Danziger for sharing excellent com-
ments on the original October 2010 brief.

December 2010*

*This brief is a revision of Fast Focus No. 7-2010, which was originally issued in October 2010. The first version of the brief
contained only two of the provisions of the ARRA (i.e., increased SNAP benefits and expanded tax credits), while this final
version presents results for a simulation using four provisions: SNAP benefits, refundable tax credits (EITC and Child Tax
Credit), Making Work Pay Credit, and Economic Recovery Payment.

The effects of the 2009 ARRA on poverty in Wisconsin

Timothy M. Smeeding, Julia B. Isaacs, Joanna Y. Marks, and
Katherine Thornton

expansion of the federal Earned Income Tax Credit (EITC)
and the refundable Child Tax Credit, and a 14 percent in-
crease in the value of maximum benefits for the Supplemen-
tal Nutrition Assistance Program (SNAP, formerly known
as food stamps) effective on April 1. They also included an
expansion of Unemployment Insurance (UI) and related ben-
efits; for instance, COBRA benefits that help families keep
employer-provided health insurance while on layoff.!
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prog y The ARRA as a whole, including its assistance to state

governments for retaining public employees, maintaining
Medicaid, and beginning new capital projects, has been both

The 2009 American Recovery and Reinvestment Act praised as a success® and derided as a failure.’ But so far there
(ARRA) contained a number of provisions that bolstered the has been little direct analysis of the income support features
safety net for poor families with children. These included of the ARRA.*

Fast Focus is an occasional, electronic-only supplement to

Focus on recent poverty research.
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Figure 1. Poverty rates under official and Wisconsin poverty measures, and under the Wisconsin measure with selected ARRA policies simulated.

Source: IRP tabulations of 2008 American Community Survey data augmented with state administrative data, Wisconsin Poverty Measure methodology, and

policies under the American Recovery and Reinvestment Act (same for all figures).

A recent Census Bureau publication on national poverty
rates suggested how overall SNAP, refundable tax credit,
and UI benefits helped keep millions of people out of pov-
erty.’ But these estimates include the combined effects of the
original programs and the ARRA expansions. Many state
income tax systems also enhanced EITC benefits, and many
states have seen large expansions in SNAP enrollment. State
policymakers are also interested in empirical estimates of
the effects of the federal ARRA in conjunction with their
own antipoverty programs in their states. Wisconsin is one
of those states.

The Wisconsin Poverty Measure

In Wisconsin, we have built a model to estimate state poverty
and the effects of policy changes, such as those in the ARRA,
on poverty rates. The official poverty measure captures only
pre-tax cash income and omits the effectiveness of many
federal and state antipoverty policies such as nutrition as-
sistance (SNAP) and the state and federal EITCs. Research-
ers at the University of Wisconsin—-Madison’s Institute for
Research on Poverty created a Wisconsin-specific measure

that more accurately reflects resources and need through a
broader, more complete view of poverty in the state. The
measure mirrors many of the National Academy of Sciences
(NAS) recommendations, as well as the new Supplemental
Poverty Measure currently being developed by the Census
Bureau.®

All poverty measures require two components: a measure of
economic need and a comparable and consistent measure of
resources, like income, to meet those needs. The Wisconsin
measure of resources includes cash income, plus major non-
cash benefits: taxes, SNAP (food stamps), public housing,
and energy assistance, less work expenses such as child
care and transportation. Our threshold (measure of need) is
based on the threshold recommended by the NAS, although
we make an adjustment for Wisconsin’s lower cost of living
relative to the nation. We also make adjustments to need
based on differences in cost of housing by type, differences
across geographic regions within the state, differences in
family size and composition, and differences in expected
out-of-pocket medical expenses. These adjustments deter-
mine a level of need specific to each poverty unit, which is
then compared to the unit’s available resources to determine
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Figure 2. All individuals with income below 50%, 75%, 100%, and 125% of poverty, under the Wisconsin Poverty Measure and under the Wisconsin

measure with selected ARRA policies simulated.

poverty status. The base poverty line for a family of four in
Wisconsin was therefore $24,842 in 2008 (before medical
out-of-pocket expenses and other adjustments), compared to
the national official poverty line of $21,834.

To assess resources and needs, we used a data extract of the
American Community Survey (ACS) for 2008 from the Inte-
grated Public Use Microdata Series (IPUMS), supplemented
with administrative data collected in the state of Wisconsin.”
The ACS collects sufficient data to allow us to report poverty
rates for the 10 largest counties in Wisconsin (including six
sub-county breakdowns within Milwaukee), as well as for 12
multi-county areas that encompass the rest of the state. Here
we report only on the overall effects of benefit programs
and the ARRA for Wisconsin. For more on the Wisconsin
Poverty Report, including the report on poverty in 2008, a
methodological paper, and a technical appendix, see the IRP
Web site (http://www.irp.wisc.edu/).

The improved Wisconsin measure for 2008 finds a somewhat
higher overall poverty rate in Wisconsin in 2008, 11.2 per-
cent, rather than 10.2 percent found in the official measure.
Poverty rates for children in Wisconsin also are slightly high-
er under the Wisconsin Poverty Measure, with child poverty
rising from 13.3 percent to 13.6 percent (see Figure 1).

Poverty rates would be even higher, by 2.0 percentage
points overall, without the financial resources provided by

the existing tax credits, nutrition assistance under SNAP,
public housing, and energy assistance in 2008. Much of this
reduction in poverty is attributable to refundable income tax
credits and SNAP assistance, each of which reduces poverty
rates by 0.9 percentage point. By counting these resources
available to families, as well as reducing family income by
the amount spent on work-related costs and out-of-pocket
health care expenses, the new measure provides a more
complete picture of who is living in poverty in Wisconsin
and how antipoverty policies are affecting those they target.
The model for the Wisconsin Poverty Measure will soon
be made available to other states and localities seeking to
develop their own measures of poverty along the lines of the
NAS recommendations.

Estimated effects of the ARRA in Wisconsin

The ACS microdata for 2009—the year that the ARRA went
into effect—have not been released for public use yet. When
this information is available, it will allow us to analyze the
effects of public programs, taking into account the expan-
sions under the ARRA. We expect that the 2009 benefit pack-
age with the ARRA helped reduce poverty even more than
the existing 2008 benefit package. But even with expanded
public benefits, we still expect poverty to rise in 2009 and
2010 in Wisconsin, because of the depth and breadth of the
economic recession and its effect on employment.
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Figure 3. Children with income below 50%, 75%, 100%, and 125% of poverty, under the Wisconsin Poverty Measure and under the Wisconsin mea-

sure with selected ARRA policies simulated.

In fact, the first reports from the ACS using poverty rates
based on only pre-tax money income and released by the
Census Bureau on September 28 suggest that poverty rose
nationwide by 1.0 percentage point and in Wisconsin by 2.0
percentage points from 2008 to 2009.% Child poverty nation-
wide rose by 1.7 percentage points to 20.0 percent according
to the ACS release, but child poverty in Wisconsin rose by
a larger amount—by 3.3 percentage points, albeit from a
lower base.’

The use of need-based programs also increased in 2009, as
the number of people receiving SNAP increased by 23.5
percent nationwide and by 40.2 percent in Wisconsin from
December 2008 to December 2009."° And the average un-
employment rates in the United States and in Wisconsin
were both substantially higher in 2009 than in 2008 as the
recession’s impact on households expanded. The national
unemployment rate rose from 5.8 percent to 9.3 percent; the
Wisconsin rate showed an even larger rise, from 4.8 percent
to 8.5 percent."!

Therefore, we expect poverty to be higher again in 2009 com-
pared to 2008 using the Wisconsin Poverty Measure. But no
matter what the overall levels and trends in poverty turn out
to be, the answer to the question, “Did the ARRA provisions
help reduce poverty?” is yes, and especially among children.

In order to ascertain the effect of the ARRA on poverty in
Wisconsin, we estimated poverty in 2008, had the 2009

ARRA refundable tax credit and SNAP provisions been
in effect. Specifically, we updated the Wisconsin tax esti-
mates to follow 2009 rules, thereby capturing the ARRA
expansions in EITC amounts for families with three or more
children and families with married couples, the expanded
eligibility of families with earnings below $12,550 for the
refundable portion of the Child Tax Credit, and the Making
Work Pay Credit of up to $400 for heads of households or
those who file single tax returns, and up to $800 for those
who file joint tax returns. We also simulated a 14 percent
increase in SNAP benefits and the $250 Economic Recovery
Payment for Social Security recipients age 18 years or older.
With the exception of the increase in Social Security, we
focused mainly on noncash benefits and tax credits in this
simulation and did not estimate the effects of the expansions
in unemployment benefits.'

Our simulation of the ARRA on 2008 ACS data is not the
same as the actual 2009 effects, which we will estimate
when the 2009 data are available.’* Our SNAP estimates,
for example, are conservative, because we simulated a 13.6
percent increase in benefits for families receiving SNAP
benefits during the 2008 ACS, before enrollment expanded
in response to the recession.!

Figure 1 shows the simulated effects of the ARRA on poverty
in Wisconsin for 2008. Had the ARRA tax credit expansions
and SNAP benefit increases been in effect, their combined
impact would have been to reduce poverty in Wisconsin by




1.4 percentage points overall, a reduction on top of the 2.0
percentage point reduction in poverty due to public benefits
before the ARRA. The ARRA provisions would have had an
even larger effect among families with children, reducing
the poverty rate by 2.6 percentage points for children. These
reductions in poverty rates would have translated into 75,000
fewer poor persons, including 35,000 fewer poor children
than there actually were in Wisconsin in 2008.13

Of course, the measure of the ARRA’s effectiveness should
not be limited to counting the number of people raised above
the Wisconsin poverty line ($24,842 for a family of four
in Wisconsin in 2008). Also of interest is how the ARRA
increased resources for individuals throughout the low end
of the income distribution who are near our Wisconsin
Poverty Measure threshold. As shown in Figures 2 (for all
households) and 3 (for children only), the ARRA reduced
the percentage of individuals with income below 50 percent
and 75 percent of the Wisconsin Poverty Measure. While ef-
fects varied across groups, the ARRA helped move all those
below 75 percent of poverty up in the income distribution
and improved their income circumstances—when income
is measured comprehensively to include taxes and noncash
benefits.

Conclusion

In this short report we show the usefulness of the Wiscon-
sin Poverty Measure for estimating the effects of policies
designed to help low-income families, especially those with
children, escape poverty. Counting the full effect of the cash
and near cash safety net on poverty is critical to understand-
ing how well we fight poverty in Wisconsin and in the nation
as a whole. A better understanding of how these policies sup-
port low-income families is of particular importance at this
time, as poverty among all persons, and especially among
families with children, is increasing. Indeed, almost all who
study poverty foresee a higher rate in 2010 than in 2009.'

We have shown how the ARRA expansion of the safety net,
enacted in February 2009 to simultaneously stimulate the
economy and mitigate the effects of the recession on indi-
viduals and families, has indeed served to reduce poverty
below what it might have been without these actions. Our es-
timates show that the 2009 ARRA strengthened the already
large antipoverty effects of both refundable tax credits and
SNAP in Wisconsin, cutting poverty levels by an additional
1.4 percentage points for all families and by 2.6 percentage
points for children.

In future years, we will also calculate the impacts of the
ARRA on poverty in 2009, 2010, and again in 2011, after
the scheduled expiration of the EITC and Child Tax Credit
expansions under the ARRA. But unless the ARRA tax
credit provisions are extended by Congress and the President
to 2011, we expect to see a larger increase in poverty than
would otherwise be the case in Wisconsin and nationwide in
that year.

The long-term answer to poverty is more jobs, not more
benefits alone. But in an era where unemployment is high
and jobs are scarce, especially for those with little education
or job qualifications, programs like the ARRA help the least
able among us to meet their most basic needs and have a little
better quality of life, one that we feel they, and especially
their children, deserve.m
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