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Five Facts Everyone Should Know About Poverty

Poverty is not an inevitable feature of our society. By expanding and improving how our nation supports
low-income families and individuals, public polices — from Social Security to food assistance to tax
credits for working families — have played a key role in reducing poverty in the last half-century. These
policies continue to be powerful tools for lessening economic hardship today.

Nevertheless, nearly one in four Californians (24 percent) lived in poverty between 2010 and 2012, on
average, based on the US Census Bureau’s Supplemental Poverty Measure; this was the highest
poverty rate in the nation." Although widespread poverty partly reflects the hardship caused by the
Great Recession and uneven economic recovery, it also indicates that we have not invested enough in
our anti-poverty efforts.

Still, our nation’s past success in reducing poverty suggests that further reductions — even significant
ones — are attainable through greater investments in policies that build pathways toward more broadly
shared prosperity. These policies should ensure that all Californians have access to the fundamental
building blocks of economic opportunity: good jobs that pay enough to provide a basic standard of
living; affordable housing, health care, and child care; sufficient, nutritious food; and high-quality
education. Expanding access to the essential ingredients of opportunity would not only foster the well-
being of low-income families, but would also strengthen our communities and economy, ensuring a
more vibrant future for all Californians.
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1. Poverty Is a Problem That We Can Address

History shows that we can reduce poverty. In the 1960s and early 1970s, improvements to Social Security
dramatically reduced poverty among seniors.” Today, the program remains the nation’s most effective anti-poverty
tool, lifting more people above the poverty line than any other program.? In fact, without Social Security, nearly half
of California’s seniors would live in poverty (45 percent) — more than double the share actually living in poverty (19
percent).®

Public policies have also substantially reduced poverty among children. The share of the nation’s children living in
poverty dropped by about one-third during the last half-century due largely to investments in a broad range of policies
that support low-income families, from food and housing assistance to income tax credits.” Absent these
investments, child poverty would have actually increased.

No program has proved more powerful in reducing child poverty than the federal Earned Income Tax Credit (EITC),
which enables low-income working families to keep more of their earnings and better meet their basic needs.®
Together with the federal child tax credit, the EITC kept nearly 1.3 million Californians — including 629,000 children —
out of poverty between 2010 and 2012, on average.” Half of the states have created their own EITCs to enhance the
poverty-reduction power of the federal credit.? Like other states, California could lift many families out of poverty by
creating a refundable EITC to “piggyback” on the federal credit.’

Public supports continue to play a critical role in reducing hardship today in the aftermath of the Great Recession. Tax
credits for low-income families, food assistance, and unemployment insurance, as well as other key policies, annually
lifted nearly 4 million Californians — including 1 million children — out of poverty between 2009 and 2011, on
average."

Public Policies Reduce Poverty
From 2009 to 2011 on Average, Public Supports Annually Lifted Nearly 4 Million
Californians, Including 1 Million Children, Out of Poverty
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2. Most Families Living in Poverty Have Johs

Policymakers have increasingly emphasized work as the primary pathway out of poverty, but the effectiveness of this
approach has been largely undermined by too few well-paying jobs." Since the mid-1990s, for example, cash
assistance for low-income families has been largely contingent on parents transitioning into the workforce."
However, the jobs that parents typically find pay low wages — often too low to lift them out of poverty.” Other low-
income parents are unable to secure stable employment due to a range of challenges, including a lack of jobs close to
where they live, a lack of reliable and affordable child care or transportation, health problems, chronically ill family
members in need of care, and limited work experience." Consequently, many parents remain in poverty with few
options to support themselves and their families.

Indeed, poverty largely reflects low-paying jobs, not the absence of employment. Two-thirds of California families
living in poverty (67 percent) were supported by one or more workers in 2012, down only slightly from 71 percent in
2006, the year before the Great Recession began, when the state’s unemployment rate was less than half of what it
was in 2012." This large share of “working poor” is not surprising given that California’s minimum wage is too low to
lift most families above the poverty line, despite its recent increase from $8 to $9 per hour. A full-time, year-round
worker paid the minimum wage earns just $18,720 per year — below the poverty line for a family of three ($19,094
The inadequacy of minimum wage earnings is even more striking considering that a family of three needs an income
close to $75,000 to achieve a modest standard of living given California’s high cost of housing and other basic
necessities."”
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California's Minimum Wage Is Not Sufficient to Lift a
Family of Three Out of Poverty, and It Falls Far Short of the
Income Needed to Achieve a Modest Standard of Living
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3. Poverty Is a Common Experience for Working-age Adults

Economic hardship is far more common than the official poverty rate suggests, and it has become increasingly
widespread as low-paying jobs have become more prevalent. More than half of US adults (54 percent) spend at least
one year between the ages of 25 and 60 living on incomes at or below 150 percent of the poverty line —around
$18,500 for an individual and $28,600 for a family of three in 2014."® In fact, the majority of these individuals’
incomes actually fall below the poverty line."

Significant changes in the job market have increased working-age adults’ vulnerability to periods of economic
hardship.” Low-wage jobs have become increasingly commonplace in California even as the state’s workforce has
become more highly educated.?’ The share of California workers earning at or below two-thirds the median wage
rose from 23 percent in 1979 to 28 percent in 2013, yet workers as a whole were much more likely to be college
graduates in 2013.2 In fact, even low-wage workers have become more highly educated over the past generation. For
example, the share of low-wage workers with some college education but not a four-year degree rose by 3
percentage points between 1979 and 2013 — a notable increase given that the share of all workers with some college
but not a four-year degree actually declined during this period.?

The quality of many jobs has also deteriorated in recent decades. Temporary or contingent employment has become
increasingly common; more positions require workers to accept part-time shifts as well as variable, unpredictable,
and nonstandard hours; and layoffs are more frequent during economic expansions.” These changes mean that many
workers” earnings vary considerably from week to week or year to year, and these fluctuations have increased the
number of families cycling in and out of poverty.”

The Majority of Adults Fall Into or Near Poverty for At Least
One Year During Their Prime Working Years

Percentage of US Population Living in or Near Poverty in Prime Working Years
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4. Some Public Supports Have Become Less Effective at Lifting Families Out of Poverty

Although public policies reduce hardship for millions of Californians, some public supports play a more limited role in
helping families escape poverty today than they did in the past. For example, CalWORKSs — California Work
Opportunity and Responsibility to Kids, which is a key component of California’s safety net that provides modest cash
assistance and job-related services to low-income families with children — reaches fewer families today and provides
far less support to those families it does reach.?® The number of families with children who lived in poverty exceeded
the number participating in CalWORKSs by two-thirds in 2011 and 2012, whereas the numbers were roughly equal in
the mid-1990s.? In addition, CalWORKSs currently provides a family of three with no more than $670 per month — a
level of support that, on its own, amounts to just 41 percent of the poverty line — well below the deep-poverty cut-off
of half the poverty line.”® Twenty-five years ago, California’s cash assistance program provided a maximum level of
support equal to about 80 percent of the poverty ling.”

The Number of Families With Children Living in Poverty Far
Exceeds the Number Participating in CalWORKs

Number of California Families With Children
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Years of deep cuts to public supports have compounded hardship among California’s lowest-income families, who
suffered disproportionately during the Great Recession and have largely been left behind by the economic recovery.®
For example, policymakers made significant cuts to SSI/SSP (Supplemental Security Income/State Supplementary
Payment) grants, which help low-income seniors and people with disabilities to afford food, housing, and other basic
necessities.*’ The amount of assistance that SSI/SSP recipients lose each month due to these cuts is equal to more
than three weeks of groceries.® Policymakers also cut the total hours of care that consumers can receive through In-
Home Supportive Services (IHSS), which helps low-income seniors and people with disabilities remain safely in their
own homes.® In addition, steep reductions in state support for child care and CalWORKs limited resources available
to parents seeking employment in the aftermath of the recession. Specifically, policymakers:
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o Reduced annual funding for California’s subsidized child care and preschool by nearly 40 percent between 2007-
08 and 2013-14, resulting in the loss of approximately 110,000 “slots” at a time when nearly 200,000 children
remained on waiting lists for care.* These cuts likely restricted many parents’ ability to search for and retain
employment. The 2014-15 budget agreement restored just 11,500 preschool slots and 1,500 child care slots.®

o Reduced from 48 months to 24 months the amount of time Cal\WWORKSs parents may receive cash assistance while
participating in the full array of welfare-to-work services and activities available under state law before having
to meet less flexible federal work participation requirements.®® Consequently, CalWORKs participants, whose
time clocks under the new limit began “ticking” on January 1, 2013, face a still-challenging job market with less
time to access resources for securing long-term employment.¥

5. Poverty Limits Children’s Access to Opportunities for a Better Future

Millions of our state’s children suffer severe economic hardship every year. More than one in five California children
— 2.2 million — lived in poverty in 2012 and one in 10 lived in deep poverty, subsisting on family incomes below half
the poverty line.® In reality, many more children experience hardship during their lives than the official poverty rate
suggests, because families tend to cycle in and out of poverty. Well over one-third of US children (37 percent) fall into
poverty at some point during their childhood, while one in 10 remain in poverty for at least half of their childhood.*

Growing up in poverty can be detrimental to children’s futures, and children who are born into poverty are
significantly more likely to remain in poverty throughout their childhood.”’ In addition, they are five times as likely to
spend half of their early adult years living in poverty as are children not born into poverty.*' This finding may reflect
the fact that low-income children face numerous obstacles that make it challenging to perform well in school,
potentially limiting their future job prospects. For example:

o Families living in poverty often struggle to afford sufficient food, and hungry, malnourished children can have
trouble learning and concentrating at school.*?

e |ow-income families also struggle to afford adequate housing and may be forced to live in crowded or unsafe
conditions that increase their children’s vulnerability to iliness and stress, which could lead to poorer school
performance.”

e |ow-income parents also may be unable to afford educational resources or enriching activities that help prepare
their children for school, and they are more likely to live in neighborhoods with poorer-quality schools.™

In addition, emerging research suggests that the stress associated with living in poverty can produce detrimental
effects on children’s developing brains, reducing their cognitive skills and ability to learn.”

These disadvantages likely compound each other so that by the time children reach adulthood they are less prepared
to compete for well-paying, high-quality jobs and less able to support themselves and their families. Research
suggests, however, that low-income children’s academic achievement improves when their families’ incomes are
boosted through public programs or tax credits, and some studies suggest that these gains translate into better
outcomes, such as higher earnings and less need for public assistance, when children reach adulthood.®



Children Born Into Poverty Are Five Times as Likely to
Spend At Least Half of Their Early Adulthood Living in

Poverty as Are Children Not Born Into Poverty
Percentage of Children Who Spend At Least Half Their Early Adulthood Living in Poverty
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How Can California Further Reduce Poverty?

Our nation has made substantial progress reducing poverty during the past half-century, and our current system of
federal and state supports alleviates economic hardship for millions of California families. By building on this
success, policymakers can further reduce poverty and create more broadly shared prosperity.

Although federal policies play a key role in enhancing Californians” economic well-being, there is much the state can
do to expand opportunity for low-income families. For example, state policymakers could:

e Boost workers’ earnings so that fewer families struggle to make ends meet. Although the state’s
minimum wage will rise to $10 per hour in 2016, it will likely still be insufficient to lift many families very far out
of poverty. Policymakers could gradually raise the minimum wage further and index it to inflation so it keeps
pace with increases in the cost of living. In addition, lawmakers could create a refundable state EITC so that low-
income working families can keep more of their earnings and better meet their basic needs.

¢ Reinvestin core public systems and services that help parents enter and remain in the workforce.
Lawmakers could ensure that all low-income families have access to safe, affordable child care and preschool
that helps prepare children for school and enables parents to find and maintain employment. In addition, in
recognition of the still-challenging job market, policymakers could restore the amount of time CalWORKSs parents
may receive cash assistance while participating in the broader array of welfare-to-work activities available under
state law, such as adult basic education classes.

¢ Increase the affordability of housing for low-income families. Housing typically represents the largest
expense in families” budgets, and high housing costs in many parts of the state prevent a large number of
California families from escaping poverty. Policymakers could address this problem by creating a dedicated
revenue source to support the construction of affordable housing. One option for such funding is to increase fees
on real estate-related documents processed by county recorders. Lawmakers could also increase the state's
renter’s tax credit and make it refundable so that more low-income Californians can benefit from it.

Public policies have proved to be powerful tools for reducing poverty in the past, and the policy choices we make
today can lay the groundwork for a more prosperous future for California. By choosing to invest in the foundations of
economic opportunity, we can reduce economic hardship and build stronger, more vibrant communities where
prosperity is broadly shared and every child has a fair chance to reach their full potential. Such investments will
ultimately benefit us all by fostering a more productive workforce and stronger economy, more engaged citizens, and
a higher quality of life.
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