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Declining Wages Require Growing
Income Supports

Conversations about the War on Poverty often begin with this dispiriting fact: the official U.S. poverty rate is stuck at 15
percent, essentially where it was 50 years ago when the War on Poverty began.
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How is this possible, when critical anti-poverty programs, such as food stamps (now called the Supplemental Nutrition
Assistance Program, or SNAP) and the Earned Income Tax Credit (EITC) did not even exist 50 years ago?

A Matter of Definition

Part of the answer can be found in the fact that the official poverty measure has not kept pace with the programs we have
created to address it. For instance, some of the support from these safety-net programs is not counted in either the official
measurement of income or the official poverty rate because this support is delivered as non-cash benefits and/or through
the tax code. Using the supplemental poverty measure, which does count these programs, the Center on Budget and
Policy Priorities estimates that the EITC and refundable child tax credit (CTC) lifted 9.4 million people out of poverty in
2011 and that SNAP lifted 4.6 million people out of poverty.?

A Matter of Wages

The more fundamental answer has to do with the decline of wages, particularly at the low end of the labor market.
Throughout the 1960s and 1970s, a minimum wage worker who worked full-time year round earned nearly enough to
keep a family of three at the official poverty level. Starting in the late 1970s, the value of the minimum wage declined
sharply, and the earnings of the full-time, year round minimum wage worker fell further and further below the poverty
level. Where once the safety net was designed to assist those who were not expected to work, or who were temporarily out
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of work, today's largest safety-net programs do much more by supplementing the wages of low-earning workers,
particularly those with children.

Without EITC and CTC, Low-Wage Work Doesn’t Work

Minimum Wage Worker’s Earnings and Tax Credits as a Share of the Poverty Line for a Family of 3?
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The 2013 poverty threshold for a family of three is $19,530.

With the expansion of the EITC in the 1990s, the combination of the EITC and full-time minimum wage work was briefly
enough to lift a family of three to the poverty level, fulfilling President Clinton’s pledge that “if you work, you shouldn’t
be poor.” However, this package again immediately began to be eroded by inflation and fell below the poverty line until
the next minimum wage increase in 2007. Using the official poverty measure, a family of three with a single full-time
wage earner is currently only at 71 percent of the poverty level without the refundable tax credits.
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