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Motivation

« Poverty is a problem but ignored!

—New Orleans and Katrina only
slightly changed the dynamics.

—Rural poverty is even more ignored
* Most probably due to its dispersed nature.
—| slightly stress rural poverty for this
reason—describe urban poverty with
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Americans know poverty is a problem, but ignored. We know it contradicts with our
notion of the American Dream and “rags to riches”.

John Edwards has not gained traction from stressing poverty.

My experience in Amsterdam 2005 before Paris riots with Europeans asking why
should American scholars care about such unimportant issues as poverty.
Smugness in other Western countries!

Yellow slide vs. red slide.



Why Should We Care?

* Fairness/equity—equal opportunity and the
American Dream.
+ Partridge and Rickman (2006)
* Children in poor families and neighborhoods lack:
— Poverty can be intergenerational
— Successful role models
— Peer effects for school
— Lack healthcare
» High poverty “places” are associated with:
— more crime, which is ‘bad’ for the economy and society.
— less FUTURE economic growth.




Why Should We Care?--cont

* Low income citizens have worse health
outcomes, or more expensive.

* In the global economy, we cannot compete
if a large share of our population is not
contributing to their fullest capacity.

* In this economy, more households are at
risk of being in poverty—a weak safety net.




— Policies designed to fit each place (not ‘one-size-fits-all’)
— Tax incentives, wage subsidies, infrastructure
— Governance changes to improve economic outcomes
+ Ex facilitate job creation in MS Delta or inner New Orleans
* Place and People Policies are inter-tangled
— Child-care & transportation to work combine both notions
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Measuring poverty rates is more art than science. W  hat is poverty and so on?
Is it a relative or absolute concept?

Rural America has lower cost of living, but not as low as implied by lower
housing costs.

Note that we will only use rural areas, thus so-cal  led cost of living
differentials across rural America are small (espec  ially compared to metro
America)—i.e., cost of living differences are not dr  iving differences in rural
poverty rates.

Also, we control for population in a county, which is the largest determinant
of underlying cost of living differentials [Can’t ¢ ontrol for current housing
costs because it is endogenous.]

Nonetheless, the official poverty rate is very high ly correlated with what we
are trying to measure and that is whether a communi  ty has a large share of its
population living under economic degradation, howev er defined.

For more details of the official definition of poverty, see:

Fisher, Gordon, “The Development of the Orshansky Poverty Thresholds and Their
Subsequent History as the Official U.S. Poverty Measure.” available at:

http://ww.census.gov/hhes/www/povmeas/papers/orshansky.html
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Poverty Thresholds for 2006 are from:
http://www.census.gov/hhes/wwwi/poverty/threshld/thresh06.html
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Explain President Johnson’s War on Poverty in the 1960.
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http://www.census.gov/hhes/wwwi/poverty/histpov/hstpov2.html

Poverty in 1993 was at the rates not seen since the mid 1960s as the War on
Poverty began.
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Source: http://lwww.census.gov/hhes/www/poverty/histpov/hstpov2.html
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Hispanic is officially an ethnic group—not a racial group.
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Shows the change in the national UR almost exactly mirrors the change in poverty
rates.
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Source: http://www.census.gov/prod/2007pubs/acs-08.pdf p.22

Poverty is centered near the MS Delta through Rio Grande and up to WV.
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Notice spatial diversity across the country

Notice the 5 clusters of high poverty

1.

2.
3.
4

Western reservations

Rio Grande

MS Delta through historic Cotton Belt
Central Appalachia
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356 rural counties (out of about 2200) had poverty rates exceeding 20% in each of
1979, 1989, and 1999 with about 28% of the rural population living in these
counties.

Notice that 1999 map is similar to the 1979 map in terms of regional patterns,
illustrating persistence

Note Lowest Poverty is in Northern Midwest and New England
High poverty creeping up in California where there are more immigrants.
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Blue is 1989 and Red is 1999 and Yellow is the change over the 1990s.

Poverty rates are inversely related to urban scale and access to urban areas in
metro adjacent rural counties.

However, rural areas, especially the most remote rural counties had the largest
decline in poverty rates in the 1990s
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Closer to more successful Texas labor markets is better.
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W bdPE

NE part of state is less urban more part of MS Delta high poverty cluster
Baton Rouge has state government
New Orleans and persistent poverty with low-wage industry

Lake Charles area and more oil and better linkages to more wealthy Texas labor
markets.
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Total Poverty Rate LA - U.S. was 6.2% in 1979 and 6. 5% in 2004

Total metro Poverty Rate LA - U.S. was 5.1% in 1979 and 5.9% in 2004—both
metro U.S. and metro LA got worse over 25 year peri  od

Total nonmetro Poverty Rate LA—-U.S. was 8.1%in 19 79 and 6.6% in 2004—
both nonmetro U.S. and nonmetro LA got better. Nonm  etro LA is a success
story.

SOURCE: http://lwww.ers.usda.gov/StateFacts/LA.HTM
source: http://www.ers.usda.gov/StateFacts/US.htm
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Need to increase rural access to better urban labor market opportunities.
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For more details, see Davis et al., 2003 vs. Partridge and Rickman, 2006.

Whether spatial mismatch actually exists is controversial and whether it is just racial
discrimination is also debated (race not space).

Debate on whether economic opportunities help poor rural families to the same
degree as in urban areas

Other issues include:

Social isolation, peer effects, insufficient commun ity capacity or social
capital. (Glasmeier and Farrigan, 2003)

Race and ethnic differences: central cities, reserv ations, cotton belt
(Leichenko, 2003).
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Source for the urban numbers: Partridge and Rickman, Forthcoming, “Does a
Rising Tide Lift All Metropolitan Boats? Assessing Poverty Dynamics by
Metropolitan Size and County Type .” Growth and Change.

Source for rural numbers: Partridge and Rickman, 2007. Place-Based Policy and
Rural Poverty: Insights from the Urban Spatial Mism  atch Literature .
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Note that it is likely that those evacuees that did return were more assured having a
job in New Orleans. There are ‘selectivity’ concerns.

Yet, looking at the same data, we have very different conclusions.
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Kelley, Raina. 2007. “Dollars for Scholars.” Newsweek. September 3, available at:
http://mww.msnbc.msn.com/id/20439282/site/newsweek/

Also see our book: The Geography of American Poverty: Is there a Role  for
Place Based Policy? Just published by Upjohn Institute for more about policy.
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Sources: A MAJORITY OF STATES WITH INCOME TAXES HAV E ENACTED
STATE EARNED INCOME TAX CREDITS Center for Budget and Policy Priorities,
Oct 5, 2007, http://www.cbpp.org/10-5-07sfp.htm

A map with states shown in the Appendix. A figure showing the federal benefit for
2007 is in the Appendix. State EICs shown in Appendix.

Childless parents should receive enhanced benefits, see: http://www.cbpp.org/10-
10-07tax.htm [Center for Budget and Policy Priorities]
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Hard to attract outside capital to a disadvantaged place. Need to change the
dynamics.

Start in the center in job creation and work your way out in rural areas, or backfill in
urban areas.

Isolated communities may need to break down a ‘class system’ for everyone’s
benefit.
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Tell the story that it is less expensive to create job opportunities is growth clusters
and then bring workers to the clusters, than to try to create the jobs in more
challenged locals.

Transparency and good gov't builds business and citizen confidence.
Corruption creates poverty by undermining credibility

Tuscaloosa AL began to change in the 1970s—this allo  wed them to bring in
the auto industry such as Mercedes .

41



42



Policies need to be more innovative
Patience: It takes many years to for a tangible imp

act.

Reward wealth creation, but especially target peopl e from high poverty zones

Gov't should stress earned income tax credits
began in poor places.

that target workers in who

Eliminating poverty pockets requires strong communi ties with transparent,

effective gov'ts.
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Source, Center for Budget Priorities, http://www.cbpp.org/10-5-07sfp.htm
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Source, Center for Budget Priorities, http://www.cbpp.org/10-5-07sfp.htm
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Source, Center for Budget Priorities, http://www.cbpp.org/10-5-07sfp.htm

“State EITCs are extremely simply to implement, administer, and claim. They
typically "piggyback” on the federal EITC, meaning that they are set at as a fixed
percentage — between 3.5 percent and 35 percent.”
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