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CENSUS DATA SHOW POVERTY INCREASED, INCOME STAGNATED,
AND THE NUMBER OF UNINSURED ROSE
TO A RECORD LEVEL IN 2003

Census data released on Thursday, August 26 show that the number and
percentage of Americans living below the poverty line increased for the third
consecutive year in 2003, and the number and percentage of people without health
insurance also climbed for the third straight year, leaving 45 million Americans
uninsured in 2003 — the largest number on record, with the data going back to
1987. Median household income stood at $43,318 in 2003, compared with
$43,381 in 2002, not a statistically significant change.

Since 2000 — the last year before unemployment began to rise — the
number of people in poverty has risen by 4.3 million, median income has fallen by
$1,535, after adjustment for inflation, and the number of people with no health
insurance has increased by 5.2 million.

The increase in poverty was concentrated among children. The poverty
rate among children under 18 jumped from 16.7 percent to 17.6 percent between
2002 and 2003, and the number of poor children rose by 733,000, to 12.9 million.
This rise accounted for amajority of the increase of 1.3 million in the overall
number of poor people, which climbed from 34.6 million in 2002 to 35.9 million
in 2003. More than one in every three poor people in 2003 were children.

By contrast, the increase in the number of uninsured occurred entirely
among working-age adults — those between the ages of 18 and 64. Both the
number and the percentage of people aged 18 to 64 who were uninsured hit the
highest levels on record. Some 36.3 million people — 20.2 percent of all people
in this age group — were uninsured in 2003.

While median income for households overall did not change, median
income fell sharply for some groups, most notably households headed by young
adults — those under age 34 — and Hispanics. For instance, median income fell
$1,589 between 2002 and 2003 — or 3.4 percent — among households headed by
someone aged 25 to 34. It fell $1,413, or 5 percent, anong households headed by
a 15-to-24 year-old person. Median income dropped $864, or 2.6 percent, among
Hispanic households.

In addition, those who were poor became poorer on average. The number
of people living in extreme poverty — those with incomes below half of the
poverty line— jumped by 1.2 million in 2003, to 15.3 million people. Some 43



percent of all poor people had incomes this low, as the percentage of poor peoplelivingin
extreme poverty reached the highest level on record, with data available back to 1975. Another
basic measure of the depth, or severity, of poverty — the average amount by which the incomes
of those who are poor fall below the poverty line— also was greater in 2003 than in any other
year since at least 1975." Consistent with these findings, the share of national income going to
the bottom fifth of households was the lowest on record, with data available since 1967.

Therisein poverty and the lack of growth in median income primarily reflect weaknesses
in the labor market in 2003. The average number of jobs fell by 410,000 from 2002 to 2003, and
the average unemployment rate rose to 6.0 percent, up from 5.8 percent in 2002 and 4.0 percent
in 2000. The percentage of Americans age 16 and older with jobs fell to 62.3 percent in an
average month of 2003, the lowest percentage since 1993.

Center on Budget and Policy Priorities Director Greenstein Comments on the New Data

“The year 2003 marked the third straight year that living standards have deteriorated,”
Center executive director Robert Greenstein observed, “with poverty increasing, the number of
uninsured climbing, and the income of the typical household stagnating. 1n addition, by some
indicators, gaps between the most well-off and other Americans — already at exceptionally wide
levels — became still larger in 2003.”

Greenstein also said that “the federal government’ s response to these adverse
developments has been misdirected. Asrecent studies indicate, the nation has squandered huge
amounts of resources on poorly designed tax cuts that greatly increased budget deficits and
further widened gaps between the most well-off and everyone else, and did so without much pay-
off interms of jobs. These policies are burdening further generations with large amounts of debt
and starving the budget of resources that could be used to address such problems as the growing
health insurance crisis.”

L ooking to 2004, he noted that “ prospects for improvements in 2004 are uncertain.
Health insurance coverage is likely to continue to erode, and it is unclear whether there will be
substantial improvements on the poverty and income fronts. This uncertainty reflects ongoing
softnessin the labor market. While the unemployment rate is down somewhat from 2003, jobs
are up modestly, and economic growth has been significant, the share of the population that is
employed hasfailed to rise. In addition, average weekly wages have fallen this year, and the
safety net for the unemployed has weakened with the untimely termination of the temporary
federal unemployment benefits program. Three yearsinto the recovery, early indications are that
any improvementsin 2004 are likely to be modest.”

! The best way to measure the depth of poverty, or the "poverty gap,” isto compare poor families incomes
including non-cash benefits (such as food stamp and housing benefits) and the Earned Income Tax Credit (minus
income and payroll taxes paid) to the poverty line. Unfortunately, the Census data released today do not allow this
computation — these data provide information only on cash income and do not net out taxes. (The data that reflect
non-cash benefits and taxes will not be available until late this year, according to the Census Bureau.) It appears
likely, however, that the depth of poverty under this broader measure also will show an increase in 2003. Census
data show that the poverty gap per poor person was larger in 2002 than in any year on record (with data going back
to 1979) even when non-cash benefits and taxes are taken into account, and the data rel eased today suggest that the
poverty gap widened between 2002 and 2003.



Health Insurance

The number of people who lacked health insurance coverage throughout the year rose to
45 million in 2003, up 1.4 million from 2002 when 43.6 million were uninsured, and up 5.2
million from 2000 when 39.8 million were uninsured. In percentage terms, 15.6 percent of
Americans — almost one in every six people — were uninsured in 2003. Although the economy
has been slowly recovering since 2001, health insurance coverage has deteriorated, and more
Americans have been unable to get needed medical care because they are uninsured.

The principal reason for the further decline in health insurance coverage is the continued
erosion of employer-based insurance coverage, spurred by continued escalation in the cost of
health insurance, sluggish job growth, and the relatively high unemployment levels that persisted
in 2003. The percentage of people with employment-based insurance dropped from 61.3 percent
in 2002 to 60.4 percent in 2003. Thisisthe lowest level of employment-based insurance
coverage since 1993.

In response to the loss of employer-based health insurance and the increase in the number
of low-income people, combined enrollment in Medicaid and the State Children’s Health
Insurance Program (SCHIP) increased to cover more people in 2003. These gains were
particularly important for children, for whom the growth in Medicaid and SCHIP coverage was
sufficient to offset the loss of private coverage. The percentage of children who lack health
insurance was 11.4 percent in 2003, not a significant change from its 2002 level.

For working-age adults (18 to 64 years old), the slight growth in Medicaid coverage was
not sufficient to outweigh the much greater loss of employer-based health insurance coverage.
(The mgjority of states set the Medicaid eligibility limit for parents well below the poverty line,
and working-poor adults without children generally cannot get coverage through Medicaid
unlessthey are serioudly disabled.) The net effect is that the number of adults 18 to 64 who
lacked health insurance coverage rose from 34.8 million (or 19.5 percent of such adults) in 2002
to 36.3 million (or 20.2 percent) in 2003, the highest levels ever recorded.

“The availability of health insurance coverage for children under Medicaid and SCHIP
was once again essential during a year when employer-based coverage continued to decline. As
an entitlement program, Medicaid continues to respond to weak economic conditions, preventing
even greater increases in the overall number of uninsured Americans,” said Greenstein. “The
decline in employer-provided coverage and the limited nature of publicly funded health
insurance for low-income working age adults means, however, that the number of adults without
health insurance continues to climb.”

Mixed Prospects for Poverty and Income in 2004

So far in 2004, the economic news has been mixed. The unemployment rate averaged 5.6
percent for the first seven months of 2004, down somewhat from its 6 percent average for the
same period of 2003, and the number of jobs hasincreased. Overall economic growth has been
faster so far in 2004 than it was over the same period in 2003. At the same time, however, the



percentage of adult Americans who are employed has not increased, and average weekly wages
were lower, on average, in the first seven months of 2004 (after adjusting for inflation) than in
the comparable period of 2003. Among full-time workers, wage losses from 2003 to 2004 have
been greatest among low-paid workers.

The safety net for unemployed workers also has weakened. At the end of 2003, Congress
and the President permitted the Temporary Extended Federal Unemployment Compensation
(TEUC) program — which provided additional weeks of benefits to workers whose regular
unemployment benefits ran out before they could find jobs — to expire. (Congress had
established the program in March 2002 to aid long-term unemployed workers and their families.)
During the first seven months of 2004, some 2.2 million jobless workers exhausted all of their
regular unemployment benefits without qualifying for further federal aid. Thisisthe largest such
number for any seven-month period on record, even after adjusting for growth in the labor force,
with data available back to 1971.

One normally would expect poverty to decline and income to rise at this stage of the
economic cycle; after al, 2004 marks the third full year of recovery from an economic downturn.
Y et early indications are that any improvementsin 2004 are likely to be modest.

Increasesin Poverty

The poverty rate (the percentage of Americans who are poor) rose in 2003 to 12.5
percent, up from 12.1 percent in 2002 (and 11.3 percent in 2000). Findings from the Census data
released today include the following:

Increases in both the number and the percentage of people living in poverty were
widespread across various population groups, but in some cases, the increases
were not statistically significant. For afew groups, there was no statistically
significant change in the poverty rate but the increase in the number of people
who are poor was significant.

As noted, the majority of the increase in poverty occurred among children. The
increase in child poverty was most pronounced among children in single-mother
families. Theincrease in the number of poor children in these families constituted
about two-thirds of the total increase in the number of poor children.

The number of poor people (and in most cases, the poverty rate) also increased
significantly among working-age adults (those aged 18 to 64), among residents of
the Midwest and the South, among people in cities and suburbs, and among
Hispanics and Asians.

More than two-thirds of all poor families with children included one or more
individuals who worked in 2003. These individuals typically work a significant
amount; in 2002 (data for 2003 are not yet available), family membersin
working-poor families with children worked a combined total of 46 weeks per
year on average.



TANF Programs Not Responsive to Increases in Need

The increase in poverty among children and the rise in the number of very poor
children stand in sharp contrast to the trend in the number of families being assisted by TANF
cash assistance programs. TANF isintended to provide temporary cash assistance to needy
families with children. One would expect that the number of families receiving TANF
assistance would rise when the number of needy families — particularly the number of single-
mother families and families with very low incomes — increases. If the program were
operating in this fashion, it would soften the blow of aweak economy on very poor families
with children.

Y et the TANF program has responded in the opposite manner. Between 2000 and
2003, the number of children in poverty rose by 11 percent — and the number of very poor
children (the children most likely to need basic cash welfare benefits) rose by 21 percent. The
number of people receiving TANF cash assistance fell, however, by about 9 percent during the
same period.

The Census dataissued today present a notable contrast — the number of children who
are poor rose substantially while the number of children who are uninsured did not rise at all.
A key reason for these different outcomes appears to be that federal health insurance programs
— principally the Medicaid program, which operates as an entitlement and expands
automatically when need increases — expanded to cover more children while the TANF block
grant did not.

Earlier thisweek, HHS issued a press rel ease touting recent declinesin cash assistance
caseloads. HHS stated that " American families are improving their lives by leaving public
assistance and entering the workforce." The new Census data demonstrate, however, that the
recent declines in casel oads are not the result of improving prospects for American families,
but rather are an indication that many poor families and children are not receiving assistance
which could help them meet their basic needs, especially during this period of continued
economic weakness.

The Census Bureau defined poor families as those with cash incomes of less than
$14,680 ayear for afamily of three ($18,810 for afamily of four) in 2003. The average poor
family has income of $8,858, or $738 per month. 1n 2002, the average poor family had income
of $9,164 (in 2003 dollars).

Increasesin the Depth of Poverty

As noted, the number of people with cash incomes below half of the poverty line
increased by 1.2 million over 2002 levels, to 15.3 million. Some 43 percent of al people who
were poor had income this low, the highest proportion on record, with data available back to
1975.

The number of children living in extreme poverty rose by 515,000 in 2003, bringing the
overall increase since 2000 in the number of children living below half the poverty line to nearly
one million (929,000).



Weaknesses in Unemployment Insurance Contribute to
Increases in the Extent and Depth of Poverty

Although the increase in poverty primarily reflects developments in the economy,
weaknesses in the safety net — such as the more limited unemployment benefits that have been
provided to long-term unemployed workers during this economic slump as compared to previous
slumps — also contributed to it. 1n 2003, some 2.6 million workers exhausted all of their
unemployment benefits (including both their regular, state-funded unemployment benefits and
temporary federal unemployment benefits) before finding ajob and consequently received neither a
paycheck nor an unemployment check for a period of time. Many of these individuals and their
families are likely to have fallen into poverty. One reason their unemployment benefits ran out
before they were able to find work is that the temporary federal unemployment benefits program,
which was in operation from March 2002 until December 2003, offered many fewer weeks of
unemployment benefits than the comparable program that Congress established during the economic
slump of the early 1990s.

The average amount by which people who were poor fell below the poverty line also was
greater in 2003 than in any year since at least 1975. The average amount by which people who
were poor fell below the poverty line was $3,018 per poor person in 2003.

Changesin Median Income

Median household income stood at $43,318 in 2003. The change from the 2002 |evel
(adjusted for inflation) of $43,381 was not statistically significant.

While the overall decline in median income between 2002 and 2003 was not statistically
significant, some groups did see significant drops in median income.

Median income fell $864, or 2.6 percent, among Hispanics.

Median income declined in the South (by $604 or 1.5 percent), in the cities (by
$534 or 1.4 percent), among households headed by people aged 25 to 34 (by
$1,589 or 3.4 percent), and among households headed by people aged 15 to 24
(by $1,413 or 5 percent).

Median household income increased by $931, or 1.9 percent, anong households
headed by a person aged 55 to 64.

Among Hispanic households, median income fell $864, adrop of 2.6 percent.
The median earnings of women working full time throughout the year (i.e., the earnings

of the typical female full-time worker) also fell — by $171, or 0.6 percent, to $30,724. The
median earnings of male full-time workers remained unchanged and stood at $40,668 in 2003.



Income Disparities

The Census Bureau released a variety of indicators of income inequality in its report.
While some of these indicators — most notably the “Gini coefficient”? — did not show a
widening of income inequality, other indicators did. Taken together, the income inequality
measures suggest, if anything, that the gaps between the most well-off and other Americans —
which already were at exceptionally wide levels — became still larger in 2003.

The bottom 20 percent of households received 3.4 percent of the nation’ s total
household income in 2003, the lowest share on record. The average income of the
bottom fifth of households fell significantly from 2002 to 2003, after adjusting for
inflation.

Therichest 20 percent received about half of household income (49.8 percent).
Thisties for the second highest level on record, with data going back to 1967.
After adjusting for inflation, the average income of these households was virtually
the same in 2003 as it was in 2002.

The share of income going to the broad middle class — the middle 60 percent of
households — stood at 46.9 percent in 2003, the same level asin 2002, and tied
for the third smallest share on record. (Again, these data go back to 1967.) After
the adjustment for inflation, the average income of this group was $46,076 in
2003 as compared to $46,211 in 2002. It isunclear whether this decline was
statistically significant.

The Census Bureau also released a variety of income disparity ratios that compare
the incomes of individuals at various “percentiles’ in the income distribution. For
example, the Census Bureau compared the incomes of households at the 95™
percentile to those at the 50™ or 25™ percentiles. (95 percent of households have
incomes below the income of the household at the 95™ percentile; five percent
have incomes above this household’ sincome.)

These comparisons, which can be found in Table A-3 of the Census report, all
show that disparities between high-income households and middle-income
households, as well as disparities between high-income and low-income
households, were either the largest on record or tied for the largest on record in
2003.3 For example, the income of households at the 90th percentile was 11.2
times greater in 2003 than the income of households at the 10th percentile. This
isthe largest such ratio on record, with data available back to 1967.

2 The “Gini index of income inequality” — an important albeit technical measure of income inequality — equaled
0.464 in 2003; it equaled 0.462 in 2002. The higher the Gini is, the greater isinequality, but the difference between
2003 and 2002 was not statistically significant.

3 Asdiscussed |ater in this section, the Census Bureau data do not permit an assessment of the income levels of the
top one percent of the population or those at the 99" percentile. The incomes at this level — while still
extraordinarily high by historic standards— are still very likely below what they werein 2000 (the peak of the stock
market boom) and the ratio between households at the 99" percentile and other households also are very likely not
the largest on record.



It bears noting that the Census information on income trends is incomplete and, in several
respects, problematic. Limitationsin the data prevent the Census Bureau from accurately
capturing income changes at the very top of the income spectrum. The Census data miss alarge
share of the income of very-high-income households both because they do not include capital
gains income and because (for confidentiality reasons) they fail to count earnings above $1
million. All households with earnings of more than $1 million are depicted in the Census data
as having earned income of exactly $999,999.

Because of these data limitations, the Census Bureau declines to publish data on the
incomes of the top one percent of the population. Other data sources, most notably a
Congressional Budget Office data series that corrects for these shortcomings in the Census data
by supplementing the Census data with IRS data drawn from tax returns, are able to capture the
income of the top one percent of the population much more accurately. (These CBO data
include both capital gainsincome and the income of those who earn more than $1 million. The
CBO data also include certain forms of income for lower-income households that the Census
datamiss, such as Earned Income Tax Credit payments.)

The latest CBO data, which cover years from 1979 to 2001, show that the average after-
tax income of the top one percent of the population rose by $408,800 — or 139 percent — over
this 22-year period, after adjusting for inflation, while the average income of the middle fifth of
househol ds rose $6,300, or 17 percent. The average income of the bottom fifth rose just $1,100,
or 8 percent, over the period.

HHHH

The Center on Budget and Policy Priorities is a nonprofit, nonpartisan research organization and policy institute that conducts research and
analysis on a range of government policies and programs. It is supported primarily by foundation grants.



APPENDIX
Hardship Among the Poor

A recent HHS study highlights some of the hardships that poor and near-poor families
experience. The study, which contains data for 1998, shows that 32 percent of poor households
with children experienced food insecurity at some point during the four-month period studied. In
addition, over atwelve-month period, 15 percent of poor households with children had their
phone disconnected for nonpayment of a phone bill, 29 percent did not pay a gas, oil, or electric
bill, and 18 percent missed one or more rent or mortgage payments. (See figure below.)

Among Households with Children, Percentage with
Problems Meeting Basic Needs, by Poverty Status

O Non-poor (over 2 times poverty line)

5.4% MW Near-poor (1-2 times poverty line)
Food insecure 19.5% |BPoor (below poverty line)

32.0%

2.9%
Telephone disconnected for failure to
pay

10.4%
15.1%

8.7%
Did not pay gas, oil or electricity bill 21.6%

29.4%

4.5%
Did not pay rent or mortgage 13.0%
18.2%
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Source: U.S. Department of Health and Human Services (2004), usina data aethered in Spring 1998.

A recent Center analysis, using the same data and methods as HHS employed, found that
51 percent of poor households with children experienced one or more of these or similar
hardships.

Other research confirms that poor families often endure substantial difficulties making
ends meet. USDA data show that, in 2002, some 45 percent of poor households with children
experienced either “food insecurity” or hunger at some point during the year. (This study found
a higher rate of food insecurity than the HHS study noted above largely because this study
measured food insecurity over atwelve-month period rather than a four-month period.)



Househol ds that experienced food insecurity were unable to acquire, or uncertain of having,
enough food to meet the basic needs of all household members, because of insufficient income
and resources.

These findings lend credence to the Census Bureau’ s poverty figures. They suggest that
amajority of families with cash incomes below the poverty line have some difficulty making
ends meet. Although experts agree that the current, official poverty measure has numerous
shortcomings, such as failing to measure the effect of various non-cash benefits and taxes, these
hardship figures indicate that the poverty measure nevertheless remains an indicator of hardship.

10



