
General Poverty Information
Poverty is the lack of adequate resources to be able to provide the basic needs of food, water, clothing, housing, medical
care, and education.
Federal Poverty Level: A system developed in the 1960s to define poverty by measuring the cost of certain food items
and multiplying the total by 3,  because in the 1960s a family’s food budget was approximately a third of total expenses.
Absolute Poverty Line: The threshold below which one is considered to be lacking the financial resources to meet basic
needs.
Relative Poverty: The level at which an individual has significantly less access to income and wealth than others in the
same society.
EU and OECD Poverty Level: The Organization for Economic Co-Operation and Development (OECD) and the
European Union define poverty as a relative poverty measure, with a definition that poverty is an income below 60% of
the national median equalized disposable income. In 2009, for the US under this method the poverty level would be under
$42,212.
Living Wage: A wage that adequately covers basic needs taking into account cost of living by area of residence.
Middle Class: There is no definition.

Hourly wage at Federal Poverty Level (FPL) for a family of 4? $10.60 ($22,050 annual)
What is an hourly living wage for a family of 4?  $19.36 ($40,268 annual)
200% Federal Poverty Level hourly wage (qualifies for some Federal services)? $21.20 ($44,100 annual)

Poverty Risk Factors:
· · · · Inadequate assets
· · · · High debt
· · · · Not graduating from high school
· · · · Young single parent
· · · · Divorce, especially for the wife
· · · · Inadequate health insurance

Financially devastating bumps in the road for those
without assets or adequate income:
· · · · Illness needing medical or dental treatment
· · · · Car or house repair
· · · · Missing work due to caring for sick family member.
· · · · Spousal abuse
· · · · Alcoholism or drug abuse
· · · · Affordable day care
· · · · Cuts in services that are depended upon to make it

through the month.
· · · · Increase in living expenses without an increase in

wages.

How to reduce risk of poverty:
· Finish high school
· Work full-time and get paid a living wage.
· · · · Don’t be a single young parent.

Characteristics of poor countries:
· Income disparity without a strong middle class
· Large poorly educated population
· Reduced or limited social services
· · · · Large national debt
· · · · Lack of equal opportunities

Social Issues tied to Poverty:
· · · · Poor health & lower life expenctency
· · · · Teenage pregnancy
· · · · Drug and alcohol use
· · · · Low school performance
· · · · Increase in missing school
· · · · Increase in crime
· Increase in domestic violence
· Lower economic potential and productivity

Leading causes of Poverty;
· · · · Lack of affordable housing.
· · · · Low wages and reduced government assistance
· Lack of affordable services (health care, child care)
· · · · Lack of affordable educational opportunity
· · · · Lack of job opportunity

American Myths on Poverty
· Myth: America is the land of opportunity and if you work hard enough, you will succeed and move up the ladder of

success.  Truth: Only 35 % of poor children will be middle class as adults.
· Myth: Americans take care of their poor.  Truth: Compared to other Western industrialized nations, we have one of

the highest poverty rates and spend the least on social programs to help the poor.
· Myth: Poverty is something that happens to the lazy. Truth: Close to half of Americans will experience poverty in

their lifetime.
· Myth: Poor people don’t work.  Truth: Two out three families in poverty have one or more employed.
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What is wrong with the Federal Poverty Level?  The Federal Poverty Level was developed in the 1960s, when the cost
of food was calculated at 1/3 of a total family’s basic needs expenses.   The Federal Poverty Level evaluates the cost of
certain food items and multiplies by 3 to determine the Federal Poverty Level. This is outdated for the simple reason that
food today is only 1/7 of a family’s total basic needs, largely owing to the increased cost of housing, child care,
transportation, and medical expenses which have grown in cost disproportionately to the cost of food.   Further, the FPL
does not take into account the cost of living that varies greatly across the county and indeed varies within states.

This raises the question of whether the cash donations, food stamps, child care subsidies etc. actually raise the person or
family above the FPL?  The chart on the previous page from the OECD shows the efficacy of various countries’ poverty
measures by evaluating poverty levels before and after government help.

The US needs another means of defining poverty that is a more accurate reflection of poverty.  The House and
Senate are considering a bill, Measuring American Poverty Act of 2009,  to improve the method of measuring poverty.

And if you are looking for help, it is a maze of numbers.  Each agency has its on threshold to cross with some using 100%
of FPL, some 150%, some 200% of FPL etc.  The chart below is for WIC.

What are adequate resources to not be poor in Newburyport using a living wage (Pennies Definition)?  A single
person needs to make $25,000; 2 adults $35,000 and a family with 2 children needs to make $50,000.  We defined severe
poverty as earning less than $15,000, moderate poverty as less than $35,000 and a serious risk of poverty as having
income less than $50,000.

WIC Income Eligibility Guidelines (Effective from J uly 1, 2009 to June 30, 2010)
Persons in Family
or Household Size

Annual Monthly Twice-Monthly Bi-Weekly Weekly

1 $20,036 $1,670 $835 $771 $386
2 26,955 2,247 1,124 1,037 519
3 33,874 2,823 1,412 1,303 652
4 40,793 3,400 1,700 1,569 785
5 47,712 3,976 1,988 1,836 918
6 54,631 4,553 2,277 2,102 1,051
7 61,550 5,130 2,565 2,368 1,184
8 68,469 5,706 2,853 2,634 1,317
Each Add'l Member
Add

+$6,919 +577 +289 +267 +134

Minimum Wage
· · · · Minimum wage - even with the increase in 2009 - is actually less money in real terms than in 1968.
· · · · Minimum wage does not apply to all workers.  Full-time students, student apprentices, and workers with disabilities

may be paid less than the minimum wage.  Employees under 20 may be paid $4.25/hour for the first 90 days.
· · · · Restaurant workers: America has approximately 13 million restaurant workers, with Newburyport having about 12%

of workers employed in accommodations and food service. The minimum wage for wait staff and other tipped
employees has been $2.13 per hour since 1991 even though minimum wage has increased to $7.25. The average
hourly wage for restaurant workers including tips is $8.59.

· · · · Many minimum wage employees don’t receive heath insurance or other benefits such as sick time.
· Nowhere in the United States can an employee afford housing working at minimum wage.
· According to the National Low-Income Housing Coalition's, a household must earn the equivalent of $37,105 in

annual income to afford the national average two-bedroom [fair market rate] of $928 per month. In other words, of
the $7.25 a minimum wage earner receives, $5.35 cents would need to go towards rent. Assuming full-time, year-
round employment, this translates into a national Housing Wage of $17.84 in 2009.

· Federal policy guidelines state that 30% of earned income should go towards rent.  For minimum wage earners that
means that they need to find an apartment for $377 a month.

· MA minimum wage 2010: $8.00


