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GOVERNMENT BENEFIT PROGRAMS CUT POVERTY
NEARLY IN HALF, ANALYSIS FINDS

Social Security Reduces Elderly Poverty Sharply,
But Study Shows Safety Net For Children Weakened In 1996

A new analysis of Census data finds that Social Security reduces the
proportion of elderly living in poverty from 50 percent to about 12 percent and lifts
12 million elderly people out of poverty, while the Earned Income Tax Credit — a
tax credit for low-income working families — now lifts more children out of poverty
than any other government program.

Strengths of the Safety Net, by the Center on Budget and Policy Priorities,
also finds the impact of government benefit programs in reducing poverty weakened
modestly in 1996, especially among children. The study identifies this as a key
reason the poverty rate failed to drop in 1996 despite economic growth.

Even so, the report found, government benefit programs have a large effect in
reducing poverty. The incomes that families received through the private economy
left 57.5 million people below the poverty line in 1996, the study reported.
Government benefit programs lifted 27 million of these 57.5 million people out of
poverty, cutting poverty nearly in half.

“An array of programs, led by Social Security, are having strong effects in
reducing poverty,” said Wendell Primus, the Center’s director of income security and
co-author of the study. “Without Social Security, poverty among the elderly would
be widespread.”

Primus noted that in the absence of Social Security and other government
benefits, one of every two elderly people would have fallen below the poverty line in
1996. Primarily because of Social Security, fewer than one in 10 elderly Americans
was poor that year.

Primus added that an examination of these data over time also shows that
when government benefit programs have been strengthened, they have lifted larger
proportions of people out of poverty, while fewer people have been lifted out when
— as in 1996 — the programs have weakened.
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Study Counts Certain Non-Cash Benefits and Taxes

The study uses unpublished Census data to compare the number of people with incomes
below the poverty line before receipt of government benefits to those left in poverty after
government benefits are counted. The difference reflects the number of people the safety net
programs remove from poverty.

The study follows the recommendations of a 1995 National Academy of Sciences panel in
counting certain non-cash benefits such as food stamps and housing assistance as part of income
and in reflecting the effects on income of federal income and payroll taxes and the Earned Income
Tax Credit. As a result, the study’s measure of poverty after government benefits are counted
shows somewhat lower poverty rates than the official Census Bureau poverty measure, which
excludes non-cash benefits and the EITC and measures before-tax rather than after-tax income.

Programs Cut Poverty Nearly in Half

In 1996, the study found, 57.5 million people — 21.6 percent of the U.S. population —
had incomes below the poverty line before receipt of government benefits. After government
benefits are taken into account, the number remaining in poverty was reduced to 30.5 million
people, or 11.5 percent of the population. The study also found that government benefit
programs reduce the depth of poverty — the degree to which families’ incomes fall below the
poverty line before receipt of government benefits — by two-thirds.

The study found that government benefit programs, sometimes referred to as safety net
programs, have their most striking effects on the elderly. Some 50.1 percent of the elderly
population would have been poor in 1996 in the absence of government benefits, the study
reported. Government benefit programs lowered the elderly poverty rate to 9.2 percent.

The strong effect of government benefits in reducing poverty among the elderly is due
overwhelmingly to Social Security. In 1996, Social Security was responsible for nine of every 10
elderly people lifted out of poverty by government benefit programs. The safety net programs
lifted a total 13 million elderly people out of poverty, with Social Security responsible for lifting
out 11.7 million of these 13 million people.

Effect on Children Substantially Smaller

Government benefits lift from poverty more than four of every five elderly people who
otherwise would be poor, the study found, but fewer than one in three children who otherwise
would be poor. In 1996, government benefit programs lowered the child poverty rate from 23.6
percent before receipt of government benefits to 16.1 percent after receipt of benefits.

The Earned Income Tax Credit, expanded under Presidents Reagan, Bush and Clinton,
emerged in 1996 as the single program removing the largest number of children from poverty, the
study reported. The EITC, which offsets some or all of federal income and payroll taxes and, in
many cases, also provides a wage supplement to low-income working families, lifted 4.6 million
people — including 2.4 million children — from poverty in 1996.
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