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I. Abstract 

This thesis examines various definitions, types, and measurements of poverty, as well as current 

and historical political theory on guaranteeing civic rights.  It also examines research on the role 

of human physiological needs in developing human rights, explores U.S. socio-economic 

expectations and moral obligations, and spotlights dominant capitalistic models’ handling of 

poverty.  In addition, a distillation of the history of the original poverty thresholds and academic 

assessments of its relevance is conducted.   

 

Upon evaluation of these various facets of poverty, it is clear that a convergence of evidence 

suggests a more comprehensive definition of poverty should be developed and disseminated.  

Further, a more realistic needs-satisfaction threshold, based on fulfilled civic and moral 

obligations by government and individuals’ ability to satisfy socio-economic expectations, 

should be developed and used as the official measure of poverty.  This new definition of poverty 

and equality-based poverty threshold should be used to help the general public develop a deeper 

understanding of what it means to be poor, and to experience more compassion for those 

suffering poverty.  The new definition and threshold should also assist in the making of more-

effective poverty mitigation policy. 

 

To that end, herein is a proposal for a ‘better’ definition of poverty, and household budget 

components that constitute a more relevant poverty threshold – an ‘equality-poverty’ threshold.  

To demonstrate the level of impact this new methodology might have on our understanding of 

poverty, this new ‘equality-poverty threshold’ (for three household types in Shorewood, 

Wisconsin) is compared to the current U.S. poverty threshold and the ‘living wage’ poverty 
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threshold recently developed at MIT.  These thresholds are also compared to income levels 

necessary to provide for basic-needs in Michigan as prepared by the Michigan League for Public 

Policy, and annual incomes resulting from full-time employment at both the current and 

proposed U.S. hourly minimum wages. 

 

The comparative analysis finds the current poverty thresholds for one-, three-, and four-person 

households to be anywhere from 1/2 to 2/3 lower than the annual income amounts required to 

provide these households with livelihoods that fulfill the various facets of poverty examined in 

this thesis.   

 

It is through a more universally accepted comprehensive definition of poverty, along with a more 

thorough understanding of the financial resources necessary to obtain and maintain a lifestyle 

that satisfies human needs, fulfills civic and moral obligations, and adheres to social 

expectations, that real progress towards poverty elimination can be made. 

 

II. Introduction 

This thesis explores poverty within a socio-historical context – research crucial to furthering 

discussions of what poverty is, its root causes, its effect on individuals and society, and the civic 

and moral obligations society has to address it.   

 

President Johnson declared war on poverty five decades ago, yet it remains, and has proven to be 

one of the most intractable of public policy problems.  Of primary importance in President 

Johnson’s 1964 State of the Union Address was the charge to U.S. citizens and Congress to 
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prove to the world the success of our system through the elimination, and subsequent prevention, 

of poverty. 

 

Civics lessons taught to American schoolchildren during the late 1960’s through the 1970’s took 

this charge to heart, and included such adages as: ‘Everyone had the right to the pursuit of 

happiness; nothing stood in the way of achieving it except one’s own actions, or lack thereof,’ 

‘The American economic system was superior to all others in creating wealth, health, 

knowledge, equality, and improved lives, in general, for everyone,’ ‘Automation would lead to 

more leisure time for workers, and their lives would be more enjoyable because of it,’ and, 

‘Education was required to be a well-informed citizen; it would lead to a better life.’ 

 

As a result of these lessons, the idea that the American Dream was equally obtainable by anyone 

that sought it because government would ensure that nothing stood in the way is a ubiquitous 

belief among the population raised during this timeframe.   

 

Nelson Mandela once said, “Poverty is not an accident.  Like slavery and apartheid, it is man-

made and can be removed by the actions of human beings.”  This statement, when considered in 

the face of poverty’s continued existence in the U.S., makes the discussions informed by the 

research in this thesis necessary for the development and implementation of more effective 

poverty mitigation, elimination, and prevention policies.  Only by doing so can the U.S. honor 

the charge put to her by President Johnson in 1964 when he said “Our aim is not only to relieve 

the symptom of poverty, but to cure it and, above all, to prevent it.” 
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Poverty’s intractability brings with it questions about its definition and causes, such as ‘what is 

poverty?’ and ‘is it an inevitable result of poor choices made by individuals or of our society’s 

governmental, economic, and religious systems?’  Additional questions, such as ‘should the 

definition of poverty be based on human needs, civic rights, moral obligation, or some 

combination of all three?’ and ‘how well does the current official poverty threshold measure 

poverty?’ demand consideration.  Further, answers to questions such as ‘what are the effects of 

poverty on poor individuals and on society as a whole?’, ‘how is the portrait of poverty changed 

when the poverty threshold level is changed?’, and ‘what must people earn to fully meet U.S. 

society’s expectations of them in terms of their participation in our self-sufficiency consumptive 

economic model?’ deserve study as well.  This thesis explores research that addresses these 

topics. 

 

Herein, research on human needs as human rights, political philosophies and civic guarantees of 

human rights, and society’s moral obligations and economic expectations in providing these 

rights is explored.  Also examined are the effects of poverty in various contexts and how it is 

treated in various capitalistic economies.  A history of the development and use of the current 

U.S. poverty threshold is then provided.  Based on this research an amalgamated definition of 

poverty that reflects its moral, emotional, psychological, civic, and financial facets is 

constructed.  To support an understanding of this constructed definition of poverty, a comparison 

between the current poverty threshold, MIT’s “Living Wage,” Basic-Needs Income Levels for 

Well-Being determined by the Michigan League for Public Policy, and an ‘equality-poverty 

threshold’ (developed based on this research), is conducted for a one-person household, a three-

person household (one adult), and a four-person household (two adults) living in The Village of 
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Shorewood in Milwaukee County, Wisconsin.    This jurisdiction was chosen because school 

quality is an important criteria in home location choice, and its school district is regularly rated 

as being among the best in the state of Wisconsin.  

 

III. Human Needs as Human Rights 

One could argue that a universal, standard definition of poverty begins with a notion of unmet 

needs.  Where considerable disagreement starts is when talk turns to the level of unmet needs 

that should be measured or the extent to which these needs constitute rights.  This thesis sets out 

to identify an understanding of the needs of human beings, how those needs form the basis of 

human rights, and where the bar should be set in terms of beginning to ‘operationalize unmet 

needs.’  Doing so will assist in a deeper understanding of the proposed definition of poverty 

developed in this thesis and serve to inform the development of a more comprehensive, and 

relevant, measure of poverty. 

 

To illuminate what human needs are (and their role in measuring poverty), and why certain of 

these equate to guaranteed civic rights, it is necessary that an examination of different kinds of 

rights be conducted.   

 

 

Rights 

According to Brockett (1978: 3), “Western discussions of human rights usually begin with the 

differentiation between “positive’ rights and “moral” rights.  The former are those specified by 

existing law; the latter, on the other hand, transcend what is, and are based instead on a sense of 

what ought to be.  As an approach to human rights, the second claims such moral rights are 

universal; they are rights which belong to a person simply because one is human.”  Clearly 
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Orshansky (1965: 3) was aware of a growing interest in “moral” rights when she wrote: “A 

revolution of expectations has taken place in this country (U.S.) as well as abroad.  There is now 

a conviction that everyone has the right to share in the good things in life.”   

 

Perhaps Orshansky was inspired to write those words after President Johnson’s declaration of 

war on poverty, when he referenced moral ideas in explaining the cause(s) of poverty by saying 

in his address “Very often a lack of jobs and money is not the cause of poverty, but the symptom. 

The cause may lie deeper in our failure to give our fellow citizens a fair chance to develop their 

own capacities, in a lack of education and training, in a lack of medical care and housing, in a 

lack of decent communities in which to live and bring up their children.”  There are no federal 

mandates in the Constitution on what characterizes these ideals, yet it is not unreasonable to 

think that most would believe President Johnson’s words mean what they would want for 

themselves or their families.   

 

Or, perhaps Orshanksy was inspired by the United Nation’s “International Bill of Human 

Rights,” which is comprised of the “Universal Declaration of Human Rights (UDHR),” the 

“International Covenant on Civil and Political Rights (ICCPR),” and the “International Covenant 

on Economic, Social, and Cultural Rights (ICESCR),” the latter being introduced to the UN 

General Assembly for discussion in 1954 and adopted on December 16, 1966.  The ICESCR is a 

multilateral treaty which commits its parties to work toward the granting of economic, social, 

and cultural rights (ESCR) to individuals, including labor rights, and rights to health, education, 

and an adequate standard of living.  The treaty has been in force since January 3, 1976; as of 

2013 it has 160 parties.  The United States is one of just seven nations that has signed (the U.S. 
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on October 5, 1977), but not ratified, the covenant, indicating U.S. Executive Branch agreement 

with the moral principles contained in this UN Bill. 

 

Certain rights granted by the ICESCR are of note in this discussion of poverty and its effects on 

humans and the society in which they operate; Johnson’s words echo these rights.  The rights 

granted by the ICESCR reflect the lessons taught a generation; they are moral in tenor.  Among 

these are the rights to 1) an adequate standard of living, including adequate food, clothing and 

housing, and the “continuous improvement of living conditions,” 2) the “highest attainable 

standard” of physical and mental health, and 3) free universal primary education, generally 

available secondary education, and equally accessible higher education, which should be directed 

to “the full development of the human personality and the sense of its dignity,” and enable all 

persons to participate effectively in society (United Nations, 2013).   

 

Measuring the degree to which such rights are being enjoyed by citizens (insufficient enjoyment 

constituting the suffering of poverty) would be a complex task.  But, according to William 

Gorham, President of The Urban Institute, “Poverty is a normative measure that must be adjusted 

to changing social norms and expectations.  This makes the task of devising a balanced means of 

measuring poverty all the more difficult and, at the same time, all the more important.” (1990: 

xiii)    

 

If we are to “win” the war on poverty, the poor must become un-poor.  Any result other than the 

elimination of poverty is immoral, as it reflects a lack of these moral rights being delivered to 

citizens identified as living in poverty.  As Brockett notes, “some would deny the existence of 
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such universal rights of individuals.”  Positivists, Brockett suggests, would argue that the only 

rights are those actually protected by positive, or existing, law.  Brockett however, argues along 

the lines of Orshansky’s point that “such a position is contrary to contemporary sensitivities and 

needs.  We need universal principles by which we can establish international codes of behavior, 

including the treatment of people by their own government.”  

 

Needs 

Brockett acknowledges the human rights that the United Nations has declared we all have as 

human beings, but asserts that neither the simple act of declaration, nor even worldly need, 

“create the object of our desire” (human rights).  Indeed, Dr. Martin Luther King, Jr. once said 

“Laws only declare rights. They do not deliver them.”  

 

Brockett’s contention is that there is a standard from which a “valid and useful understanding of 

human rights can be derived,” that “there are basic needs intrinsic to all people and that these 

needs are hierarchically ordered,” that these needs are the source of human rights, that they can 

be logically ordered in a meaningful hierarchy, and that which allows the determination of 

human rights, what they are, and the establishment of priorities among those rights.  Further, 

Brockett contends that a “basic needs approach” provides both a useful understanding of human 

rights, and possesses greater validity. 

 

If the reader accepts that each individual is of equal moral worth, then, Brockett asserts, this 

attitude is similar to Maslow’s description of “Taoistic science;” that is, to love one in such a 

way as to allow the individual to mature into his/her unique potential (and to expect the same of 

others for you).  Again, this attitude can be found in President Johnson’s 1964 State of the Union 
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address when he said “The cause (of poverty) may lie deeper in our failure to give our fellow 

citizens a fair chance to develop their own capacities.”  And, if everyone has equal moral worth, 

then they have equal claim to the opportunity to meet one’s basic (or innate) needs in pursuit of 

the realization of one’s potential.  Or, as the U.S.’s Declaration of Independence puts it, “the 

pursuit of happiness.”   

 

The healthy development of humans requires that innate needs be gratified, lest their deprivation 

result in inhibited development or sickness.  Maslow is said to have asserted that all clinical 

evidence shows that these basic needs cannot be frustrated without sickness eventually resulting 

from the deprivation.  Maslow also found that if presented with a choice, the human organism 

would chose to satisfy its need(s) rather than suffer deprivation.  People simply will not choose 

deprivation when they understand that they have a real choice, unless their decision-making 

faculties have been compromised. 

 

Maslow’s findings have been confirmed by past research on the effects of deprivation, including 

a University of Minnesota study conducted during WWII on the effects of starvation and the best 

methods for feeding nearly starved people.  In this study, as the subjects continued to be deprived 

of food, their focus became concentrated nearly solely on food.  In effect, the human mind 

becomes hijacked by deprivation, in this case, through a focus on food.  For example, the 

subjects in this study would continually hoard cookbooks, compare prices of food between ads, 

notice only food related scenes in movies, and dream of opening restaurants once the study was 

complete.  More recent studies have shown that the mind’s preoccupation with a certain 

condition can occur at much less extreme levels of deprivation than originally understood from 
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the University of Minnesota study, and for scarcity of all kinds – sleep, security, time, money, 

etc (Mullainathan and Shafir, 2013).   

 

As bad as it is to be stuck in poverty-induced deprivation for long periods of time, the effects are 

worse on the children of the long-term poor.  Many of these children are found to suffer 

pervasive negative physical and psychological health aftereffects in adulthood (Kim, et al, 2013).  

These aftereffect conditions include reduced prefrontal cortex activity and a failure to suppress 

amygdala activation during attempts to regulate negative emotions.  The amygdala and prefrontal 

cortex play critical roles in regulating stress and emotion.   

 

Simply put, the experience of poverty reduces the ability of adults to manage their lives well (i.e. 

in accordance with societal expectations), including the rearing of children.  The children of 

these adults are likely to face developmental challenges that negatively influence their adulthood 

(Badger, 2013b).  This includes their ability to routinely express socially expected and 

acceptable behavior, including the ability to manage their own lives in a manner that will enable 

them to lift themselves out of poverty (Badger, 2013a).  These studies seem to support Stauffer’s 

conclusion that malnutrition beyond a certain point leads to apathy and hostility, which combine 

to lessen the likelihood that the individual will have the desire or energy required to create living 

conditions that provide for further physiological need(s) gratification.  In children, a serious lack 

of protein in their early years cripples their brain development, which diminishes their potential 

for need gratification.  In short, poverty (or the ‘scarcity’ caused by it) causes a lack of the desire 

and energy necessary to compel its sufferers to successfully gratify their most basic of human 

needs.  And yet, their not doing so is seen not as a result of suffering poverty, but as a result of 
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their poor decision-making, which in turn is socially unacceptable, resulting in the blame for 

their poverty being placed at their feet.   

 

Needs as Rights 

What’s clear is that during the time the poverty thresholds were being developed in the U.S., the 

leaders of many western societies and the international organizations they participate in, had, by 

and large, arrived at a new understanding of the human condition.   

 

As has been true throughout history, additions to the body of knowledge accumulated and 

articulated by humanity have brought change to society.  In the mid-1960’s, this resulted in a 

growing sense among the capitalistic countries that promotion of the public good meant that all 

citizens had a right to well-being, not just survival.  In the U.S., this was clearly evidenced by 

President Johnson’s charge to eradicate poverty as proof of the superiority of the U.S.’ 

capitalistic system.  Beyond U.S. borders, it was seen in the development of the United Nation’s 

International Bill of Human Rights. 

 

Brockett uses Maslow’s hierarchy of human needs as a foundation for his conceptualization of 

human rights.  As he notes of Maslow’s hierarchy, the individual’s motivation is driven by the 

lowest unsatisfied need.  Maslow is said to have determined that in situations of sufficient 

continual deprivation, the unsatisfied need becomes an almost exclusive organizer of behavior, 

recruiting all the capacities of the organism to its service.  As noted previously, Mullainathan and 

Shafir find that the cost of the unmet need is an “undue focus on the necessity at hand (the unmet 

need), which leads to a lack of curiosity about wider issues (the higher-order human needs), and 

an inability to imagine longer-term consequences.” (Adams, 2013) 



 18 

 

Continual gratification of a need, Maslow continues, can release the individual from the 

motivational force of that need.  As a need is regularly and securely satisfied, the next need 

emerges, and so on.   Mullainathan and Shafir find this same force to be true in all instances of 

satisfaction of lack, and label this “excess” need satisfaction as “slack or abundance.”  That is, 

there is reduction in or elimination of the tension previously experienced due to a lack, thus 

making room to turn one’s attention to other things, or as Maslow would call them, higher-order 

needs.  Similar reactions to having an unmet need fulfilled were noted in a study of poor farmers 

before and after harvest by Mani, Mullainathan, Shafir, and Zhao (Mani et al, 2013).  This study 

found that living continuously in poverty imposed a mental burden, or “bandwidth tax,” similar 

to losing 13 IQ points, or the equivalent of functioning perpetually without a nights’ sleep 

(Thompson, 2013).   

 

As noted by Badger (2013b), these studies conclude that poverty “imposes such a massive 

cognitive load on the poor that they have little bandwidth (Mullainathan and Shafir) left over to 

do many of the things that might lift them out of poverty – like go to night school, or search for a 

new job, or even remember to pay bills on time.” 

 

It turns out money management skills are particularly affected by the “loss of bandwidth” created 

by the lack of, and concentration on, money (poverty).  Poor people are, unsurprisingly, 

continually focused on money.  They become quite good at understanding immediate value and 

cost, but in so doing they lose the ability to exercise good long-range judgment, are often unable 

to make rational decisions, and experience less resistance to self-destructive temptation.   
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Above the physiological need in Maslow’s hierarchy is security.  Security ultimately requires 

that the body be protected from harm, and the mind protected from too much disorientation; 

there must be a sense of security that the need can continue to be met before the individual will 

begin to work on fulfilling the next need in the hierarchy.   

 

It is important to note that higher-order needs are not felt only after complete satisfaction of the 

lower-order needs.  Rather, as Brockett explains, once a need is “fairly well gratified,” the 

individual will gradually begin to become aware of, and be motivated to satisfy, the next need in 

the hierarchy.  In the U.S., since security of future gratification is necessary for adequate 

fulfillment of each of the basic needs, sufficient economic security becomes a need that must be 

met for further growth. 

 

Once the physiological and safety needs are fairly well satisfied, the individual will begin to feel 

needs to belong, to be loved, to have self esteem; to be equal.  In a society based on 

consumerism, such as the U.S., this will entail the need to equally participate in that 

consumerism; in fact, feelings of self-esteem and belonging will be dependant upon that equal 

participation.  Deprivation of these higher needs, as Maslow notes, “is the most commonly found 

cause in cases of maladjustment and more sever pathology (in developed countries).”   

 

That the human need for equality includes the desire for equal opportunity to develop one’s 

talents and to receive social recognition of one’s inherent equal worth is thus no surprise.  It is 

generally agreed in developed nations that the individual has a right to be free from significant 
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prejudice and discrimination, especially in those activities deemed ‘important’ by society.  These 

activities include employment, education, political participation, and the freedoms of speech, 

assembly, and religion.  In the U.S., laws promising citizens protection from prejudice and 

discrimination are universally known and celebrated; enjoyment of these protections of equality 

is an essential part of being an American.  As a highly consumptive economy, it is reasonable to 

conclude that economic activity should be deemed important enough by U.S. society to be free 

from prejudice and discrimination.  Doing so would suggest that the capability of equal 

participation in economic activity should be a right, the denial of which would result in causing 

citizens to experience a lack (poverty) of equality.  The government must take steps to ensure 

this right is equally exercisable by its citizens. 

 

IV. Political Philosophy and Civic Guarantees of Human Rights 

The framers of the Declaration of Independence and U.S. Constitution established the societal 

custom and moral obligation (in other words, human rights) to which the U.S. government would 

be bound to guarantee to its citizens. 

 

The Constitution of the United States cites as a foundational reason for its adoption the 

promotion of the general welfare, and grants to its citizens the right to vote, the right to 

peaceably assemble (protest), the right to keep and bear arms (self and national defense), the 

right to life (those things necessary to promote, protect, and sustain life such as food, water, air, 

clothing, shelter, and healthcare), liberty (freedom from oppression and prevention of one’s 

securing their needs), and the pursuit of happiness (a state of being unique to each individual that 

is above and beyond that necessary to sustain life, and can be expected to change as levels of 
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need are satisfied; to strive for self-actualization), and the right to petition the Government for a 

redress of grievances (to fight government destruction of citizens’ human and legal rights as 

proclaimed in the Declaration of Independence and incorporated in the Constitution). 

 

According to Locke (Stanford University), government exists by way of social contract executed 

through the consent of the people by transfer of some of their rights to the government.  In 

exchange, the government is expected to better ensure the stable, comfortable enjoyment of the 

people’s lives through the protection of their rights and the promotion of the public good.  

Governments that fail to provide these things are, according to Locke, rightfully subject to 

resistance or replacement.  We see Locke’s influence on U.S. governance in the opening 

paragraphs of the Declaration of Independence, which recite mankind’s rights to resistance and 

replacement of the government. 

 

Patricia Ruggles (1990: xv) notes that “…Adam Smith put it more than 200 years ago, poverty is 

a lack of those necessities that ‘the custom of the country renders it indecent for creditable 

people, even the lowest order, to be without.’” 

 

It is my assertion that the rights called out in the Declaration of Independence are human needs, 

up to and including the need to be self-actualized, as defined by Maslow.  No better support of 

this assertion exists than the very words of which I speak; the second paragraph of the 

Declaration of Independence.  The beliefs captured in these powerful words are promulgation of 

human needs as moral rights, and of the risks incurred by a society that does not ensure those 

rights are delivered to its citizens. 
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We hold these truths to be self-evident, that all men are created equal, that they 

are endowed by their Creator with certain unalienable rights, that among these are 

life, liberty and the pursuit of happiness. That to secure these rights, governments 

are instituted among men, deriving their just powers from the consent of the 

governed. That whenever any form of government becomes destructive to these 

ends, it is the right of the people to alter or to abolish it, and to institute new 

government, laying its foundation on such principles and organizing its powers in 

such form, as to them shall seem most likely to effect their safety and happiness. 

Prudence, indeed, will dictate that governments long established should not be 

changed for light and transient causes; and accordingly all experience hath shown 

that mankind are more disposed to suffer, while evils are sufferable, than to right 

themselves by abolishing the forms to which they are accustomed. But when a 

long train of abuses and usurpations, pursuing invariably the same object evinces 

a design to reduce them under absolute despotism, it is their right, it is their duty, 

to throw off such government, and to provide new guards for their future security. 

--Such has been the patient sufferance of these colonies; and such is now the 

necessity which constrains them to alter their former systems of government. The 

history of the present King of Great Britain is a history of repeated injuries and 

usurpations, all having in direct object the establishment of an absolute tyranny 

over these states. To prove this, let facts be submitted to a candid world. 

The second paragraph forcefully declares that the rights and actions it enumerates are truths.  It 

describes these truths as being openly and notoriously known to all individuals, everywhere.  It 
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conveys equality upon those individuals.  And, it calls out specifically the right to the pursuit of 

happiness, as defined by each individual, as being among the irrevocable moral rights possessed 

by every person.  It also states unequivocally that it is government that is to justly secure these 

universally true, irrevocable moral rights for the equal citizens, with whose consent the 

government is formed to conduct said actions. 

 

The paragraph continues by indicating that if the government is destructing the securitization of 

the rights it guaranteed to its citizens, those citizens have the right to change the government to 

one that seems most likely to provide for their security and wellbeing. 

 

The framers continue in the second paragraph by noting that while governments should not be 

changed for insignificant reasons, history shows that humanity will tend to allow grievances 

against them to continue while they are bearable rather than alleviating their suffering soon after 

it has begun.  But, that, when those grievances become insufferable, it is not only the right but 

the duty of the citizens to change or remove the oppressive government and replace it with one 

that provides for their future wellbeing.  So important is the securing and providing of these 

rights by government that morality obligates citizens to amend or overthrow a government that 

fails to succeed in this regard. 

 

The notion of equality among citizens was significant.  President Lincoln, in 1854 wrote: “Most 

governments have been based, practically, on the denial of the equal rights of men, as I have, in 

part, stated them; ours (The U.S.) began by affirming those (equal) rights. They (other 

governments) said, some men are too ignorant and vicious to share in government. Possibly so, 
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said we; and, by your system, you would always keep them ignorant and vicious. We proposed 

to give all a chance; and we expected the weak to grow stronger, the ignorant wiser, and all 

better and happier together.” (Civil War Trust)   

 

The idea that government was obligated to provide for and protect the wellbeing of its citizens 

continued to be accepted seventy-eight years after the Declaration of Independence was signed, 

as evidenced by President Abraham Lincoln, who wrote that, “the object of government is to do 

for a community of people whatever they need to have done, but cannot do at all, or cannot so 

well do, for themselves, in their separate and individual capacities.”  Congressman John Yarmuth 

(D, KY) in 2014, 238 years after the signing of the Declaration of Independence, writes that 

these words mean that government is how society organizes our responsibilities to one another, 

and that government has a vital role to play in reducing poverty – that is, to do for the people 

what they cannot so well do for themselves. (Yarmuth, 2014)   

 

If a government’s effectiveness in promoting and protecting the general welfare of society 

diminishes to the point it is rejected by the people who’ve previously submitted themselves to it, 

the symptoms of that ineffectiveness are likely to determine what type of government, if any, it is 

replaced with.  If conditions are right, anarchy (as used here, lawless society) is risked. 

 

The growing state of income and wealth inequality in the U.S. is garnering increasing attention 

from the media and the citizenry.  Concern is growing about the influence that its wealthiest 

citizens have upon the U.S. government and its policies. 
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Also of concern to some are the actions of governmental bodies.  The recent reduction of 

unemployment benefits and food stamps (Britt) and the recent Supreme Court ruling in Citizens 

United v. Federal Elections Commission (Kennedy) are seen by many as just the latest examples 

of destructive acts against the rights of U.S. citizens and the U.S. economy by their government.  

These particular actions negatively affect the ability of some citizens to exercise their rights to 

life and pursuit of happiness - directly, by reducing access to funds to pay for sustenance, and 

indirectly, by providing a method by which the few can, and do, influence the future course of 

government to the benefit of those few, often at the expense of the many.  Through these and 

other actions, those most in need are prevented from meeting society’s economic expectations of 

them, and influence upon government becomes concentrated further in the hands of a few.  By 

allowing, or causing, these actions, the government (society) is not meeting its moral obligations 

to all of its citizens equally. 

 

Over the past five years, the ever-increasingly hostile political environment has produced record-

breaking levels of inaction by the legislative branch of the federal government (Pew Research).  

The government is barely acting, and when it is acting, it is acting against the best interests (not 

delivering the guaranteed rights) to many of the very citizens who’ve granted it power.   

 

Differences of perspective exist on whether this political hostility is a result of, or the cause of, 

the growing hostility in society.  Large differences exist among segments of society on a host of 

social topics, from women’s reproductive rights, definitions of marriage and who may (and may 

not) enjoy marriage rights, the role that religion ought (or ought not) to play in civic life, etc.  

These are precisely the kinds of conditions and conflicts that are to be expected, according to 
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Hobbes, when there is no (properly working) government.   

 

Without benefit of government (anarchy), Hobbes theorizes that “a state of nature potentially 

fraught with divisive struggle will ensue. The (just) right of each (equal people) to all things 

invites serious conflict (without government), especially if there is competition for resources, as 

there will surely be over at least scarce goods such as the most desirable lands, spouses, etc.  In 

anarchy, people will quite naturally fear that others may (citing the right of nature) invade them, 

and may rationally plan to strike first as an anticipatory defense.  Moreover, that minority of 

prideful or “vain-glorious” persons who take pleasure in exercising power over others will 

naturally elicit preemptive defensive responses from others.  Conflict will be further fueled by 

disagreement in religious views, in moral judgments, and over matters as mundane as what 

goods one actually needs, and what respect one properly merits. Hobbes imagines a state of 

nature in which each person is free to decide for herself what she needs, what she's owed, what's 

respectful, right, pious, prudent, and also free to decide all of these questions for the behavior of 

everyone else as well, and to act on her judgments as she thinks best, enforcing her views where 

she can. In this situation where there is no common authority to resolve these many and serious 

disputes, we can easily imagine with Hobbes that the state of nature (without government) would 

become a ‘state of war’, even worse, a war of ‘all against all.’”  (Stanford) 

 

The lessons of history understood by the founders of the U.S. government, and the political ideas 

that influenced their thinking are captured in the founding civic documents of the U.S.  These 

lessons also indicate that expanding inequality in wealth and income, and the worsening living 
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conditions for increasing numbers of people, will pose growing risks to the security of the 

government, and to the wellbeing of the people. 

 

“Here in the Congress you can demonstrate effective legislative leadership by 

discharging the public business with clarity and dispatch, voting each important proposal 

up, or voting it down, but at least bringing it to a fair and a final vote.” 

 

President Lyndon Johnson 

 

 

V. Society’s Economic Expectations and Moral Obligations 

The U.S. is considered the most liberal (generally, the least government ‘control’ over economic 

activities – especially the actions of business and financial organizations) of the capitalistic 

societies on Earth (Streeck, 2010).  As such, the health of the economy is paramount to U.S. 

strength and stability.  A consumption-based ‘growth’ economy such as the one operated in the 

U.S. has historically required the full and robust participation by all its citizens.  Economists 

heretofore have generally adhered to models that suggest continuous growth is both possible and 

desirable (Schor, 2014).  Thus, when many of a nations’ citizens are unable to participate at the 

levels required to drive the continual growth necessary in a healthy consumptive capitalistic 

economy, the internal stability and international strength of the nation is threatened.   

 

Citizen participation in the economy is considered so critical to the country’s wellbeing that 

President George Bush encouraged citizens to maintain their confidence and continue their 

participation in the economy after the terrorist attacks of September 11, 2001.  Full and robust 

participation in the economy is such an ubiquitous expectation that the vast majority of people do 

not stop to consider how pervasive the call to participate has become.  Advertisements offering 

products and services inundate our senses at every turn.  These ads are found on television, 
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websites, in trains and busses, on the radio, on billboards, in magazines, on bus stops, etc.  Even 

the content of television shows and movies, with their elegant sets and portraits of comfortable, 

luxurious lifestyles, have the potential to promote consumption and desire for material wealth 

more than to entertain.   

 

None of the delivery methods for this continual promotion of the consumptive lifestyle are 

prevented from being seen by those who lack the means to fully participate in it.  The 

encouragement to more robustly participate in society (the economy) is offered equally to all.  As 

such, the ability to more robustly participate in society (the economy) should be more equally 

available as well. 

 

This position is based upon the principle that the civic rights granted U.S. citizens (who are 

equals) are founded upon universal law, and thusly, it is the moral obligation of U.S. society 

(government) to ensure these rights are delivered to, and enjoyed by, the citizenry in its entirety.  

These rights include the right to the pursuit of happiness, which in the U.S. requires participation 

(at a level to be determined by each individual, and with society’s encouragement to do so 

robustly) in a consumption-based economy.  It is worthwhile to consider whether this societal 

encouragement to fully and robustly participate in the consumptive economy constitutes 

society’s obligation to ensure said participation. 

 

There is disagreement about whether rights are just those that require that no one interfere with 

their exercise (negative rights), or whether they include those that require action by others to 

secure (positive rights).  Positive rights are also viewed as being substantive rights, which gives 
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rise to the question of capability.  Brock notes that Clause points out that “economic 

development is a necessary…condition for a comprehensive system of positive rights.”  Brockett 

identifies Cranston and Nardin as critics of economic development being a right.  Cranston 

argues that “if it is impossible for a thing to be done, it is abused to claim it as a right.”  Nardin is 

more succinct; “ideals are not rights.” 

 

Brockett questions this assertion, reasoning that civil and political (negative) rights often require 

positive government action beyond the passage of laws to be protected.  He goes on to assert that 

the flawed distinction between negative and positive rights is even more apparent when 

economic development is conceptualized as being the individual’s right to fulfill rather than 

society’s obligation to provide.  He suggests that it is easy to see that in the United States the 

presence of hungry people is not the result of insufficient economic development but, rather, a 

consequence of it’s social organization.  This is the case, he asserts, because the only other 

possible interpretation would be individual choice, which, of course, is a contradiction of the 

motivational theory of behavior underlying his conceptualization of human rights.  People are 

motivated to feed themselves.  The U.S. recognizes the inherent right to life, and specifically 

grants its citizens this right.  Thus it can be reasoned that U.S. citizens would not choose to be 

hungry, or, by extension, poor, if alternatives to that existence were legitimately available to 

them. 

 

As hungry and poor citizens exist among us, it suggests that alternatives to hunger and/or poverty 

are not available due to the structure of our society.  This was certainly the case in the 1960’s 
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when Orshansky developed her poverty thresholds, the need for which would not have existed 

had there been no poor.   

 

Continuing with his work to describe the development of human rights, Brockett says: 

This is not to say that economic capability (of the individual) is irrelevant.  Obviously it 

is not.  The point needs to be made very clearly, however, that human rights refer to the 

rights of individuals and not to what society can or wants to deliver to the individual.  

When it is said that the society has insufficient economic capability, what is really being 

said is that the society is not presently organized and/or performing in a way to allow 

fulfillment of rights.  This is not, however, a statement about the capacity to do so under 

other forms of organization or performance.  It most certainly is not a statement about the 

existence of human rights.  The existence of human rights is independent from the form 

of social organization. The fulfillment of rights, on the other hand, is obviously 

conditioned by the social context.  

 

Another facet of the argument against positive rights is one made, again, by Cranston, who 

asserts that all rights entail duties.  Cranston takes the position that the universal right to life 

imposes a duty upon everyone in society to respect and refrain from endangering life.  His 

position against economic and social (positive) rights is predicated upon his view that these end 

up being rights for people to be given things.  He ponders “who is to do the giving?”   

 

Brockett asserts that Cranston’s view is in error, and that the issue largely disappears when 

human rights are viewed as the right to fulfillment of innate needs.  Specifically, Brockett argues 
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that individuals, not society, should be able to fulfill their needs. Much like with food, the basic 

right is not to be given food, but the right to satisfy physiological need.  Everyone is responsible 

for ensuring basic rights can be exercised.  Conversely, if individuals cannot satisfy the need, 

then it must be concluded that society itself is frustrating the exercise of the right.  If that is so, 

Brockett continues, then it is society’s duty to provide for its satisfaction, in one way or another.   

 

This line of thinking maintains the individual mandate to provide for oneself that is held so dear 

in the U.S.  Furthering the case, Brocket argues: 

In the same fashion, the safety needs create the right of the individual to safety 

and not directly a right to protection.  The corresponding duty again belongs to 

everyone.  If everyone properly discharged ones’ duties, there would be no need 

for protection.  Since this is not the case, institutions are created, such as police 

departments, and given the duty to provide protection of the safety rights. 

 

Thus, what to some is a negative right, by necessity, becomes a positive right.  Brock 

continues: 

Even in a country as wealthy as the United States, though, the protection is 

incomplete.  Clearly economic capability is a relevant factor.  It is relevant to the 

ability to perform the duty, however, and not the existence of the right.  The 

inability for economic reasons to provide protection means a duty has not been 

sufficiently discharged, either because of a lack of sufficient funds, or insufficient 

funds being allocated to the provision of the protection of the right.  It does not 

diminish or negate the existence of a right to safety.  Similar principles hold with 
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the higher rights. 

 

One of the measures of how well our economy is serving the needs of our society is the number 

of people living in poverty.  In capitalistic societies, especially the United States, the success 

with which people obtain access to food, clothing, shelter, and other goods and services required 

to fully participate in society is predicated upon how they interact with the labor market.   In 

these societies, there is an underlying belief that the economic and political policies and systems 

allow for universal self-sufficiency, dependent primarily on the effort and initiative exhibited by 

the individual.  However, this belief has been shown to be inaccurate.  The American Dream (the 

consumptive lifestyle which provides for fulfillment of one’s needs) is promoted to all citizens 

equally.  Individuals have the right to pursue the fulfillment of their needs as they see fit, and 

society (government) has the obligation to ensure all citizens, equally, are not prevented from the 

exercise of these rights.  

 

So as needs beget rights, unmet needs reflect rights not provided.  Human physiological needs 

dictate that individuals would meet their needs and behave as equals in society if they had that 

choice.  If all citizens are not behaving as equals in society (education, consumption, etc.) it is 

evidence, based on Maslow’s hierarchy of needs, of their prevention from doing so, not from 

their intention to avoid doing so.  

 

VI. Poverty in Different Capitalistic Models 

With evidence that suggests the U.S. is mishandling the issue of poverty and depriving certain of 

its citizens guaranteed fundamental rights in the process, it is instructional to examine other 
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capitalistic nations to determine whether any of them more effectively mitigate poverty than the 

U.S. 

 

The comparative study of capitalism increased after the breakdown of Soviet Communism in 

1989.  By the early 1990s this led to frequent comparisons between competing national models 

of capitalism.  Among these were distinctions made between the market-liberal capitalisms of the 

Anglo-American world and the more relationally-based capitalisms of Europe.  Examples of 

these distinctions are the claim of the equal “competitiveness” of non-standard capitalisms, the 

opportunity of nations’ to chose more humane alternatives to Anglo-American capitalism, and a 

more or less normative bias towards “embedding” some sort of social-democratic or welfare-

state in the capitalist economies common in European countries (Streeck, 2010). 

 

Martin Schroder examined different capitalist regimes with an eye towards identifying why the 

same countries end up grouped in similar ways in research on varieties of capitalism, which 

analyzes why, in “liberal market economies, firms rely more heavily on market relations,” and 

research on welfare states, which analyzes to what degree “a person can maintain a livelihood 

without reliance on the market.”  He finds that these typologies are opposite sides of the same 

coin – either societies’ allow the market to govern production and distribution, or neither. 

(Schroder 2013).   

 

Schroder notes that critics of his combined typology argue that coordinated market economies 

(Scandinavia and continental Europe) have liberalized to the point that they are now similar to 

liberal market economies.  Opponents go on to note that solidarity, historically high in 



 34 

coordinated economies, has declined in most countries, and that, looked at in this way it makes 

little sense to differentiate between liberal and coordinated market economies (Streeck 2009).  

Proponents, however, argue that distinctions between capitalisms still make sense because 

employers in coordinated markets still coordinate (Hall and Thelen 2009).   

 

In the early 1990s, French author Michel Albert is said to have “forcefully articulated” European 

fear that the “less-deserving, socially destructive capitalism” of the Anglo-American world was 

about to prevail over its “better” alternative.  Albert’s 1991 Capitalism against Capitalism 

divided the [capitalistic] world into two camps; the Rhineland (led by Germany and Japan), and 

Anglo-America (with France sitting on the fence).  According to Streeck (2010), Albert arrives at 

the “melancholy conclusion that the greater dynamism and cultural attraction of American-style 

neoliberal adventure capitalism was about to crowd out the more solidaristic, and ultimately 

more efficient capitalism of the combined Rhinelands.” 

 

Where Albert saw two camps of capitalism, Schroder sees three.  Schroder cites Svallfors’ 

(2010) claim that it is well established that ‘support for equality, redistribution, and state 

intervention is strongest in the social democratic regime (Scandinavian countries), weaker in the 

conservative regime (continental European countries and Japan), and weakest in the liberal 

regime’ (Anglo-American countries).”   Schroder continues: “concretely, there is reason to 

believe that different religions led to different policy styles, which in turn influenced how the 

welfare and production system[s] of countries developed.   Just as Max Weber (1965 [1905]) 

argued that capitalism itself resulted – filtered through a number of factors – from the Protestant 

ethic, scholars mention that (with the exception of Japan) three variants of Christianity led to 
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three varieties of capitalism and welfare states.  Scattered over the literature, one can find claims 

that: 

1) A Calvinist ethic, prevalent in Anglo-American countries, promotes a culture of 

individualist striving on markets.  It thereby not only supports a liberal welfare state 

(i.e. minimal, ‘pull-yourself-up’), but also a liberal production system. 

2) Catholicism, prevalent in continental Europe, separates society into different groups.  

This not only promotes a conservative welfare state (keeping everyone within his 

social group); it also promotes a production system in which coordination stops at 

group-cleavages, leading to sector-based, or industry-based, coordination.  

Historically protected industries retain many of these social protections but newer 

industries suffer with similar types of social protections as found in liberal states. 

3) Lutheranism, prevalent in the Scandinavian countries, promotes nationwide 

solidarity, which not only promotes a social democratic welfare state, but also a 

nationally coordinated economy.”  Social protections have changed, but ultimately 

everyone is still protected. 

 

In the lead-up to the Great Recession, from the early 1990s to the mid 2000s, Streeck writes that 

there were suspicions that the U.S. was using its growing international power (after the fall of its 

historical opposition - Soviet Communism) to bend the rules of global capitalist competition in 

favor of its own “low-road” regime, so as to spare itself the effort to reform in the direction of a 

capitalism with a more human face.  Often cited as evidence of this is the “so-called Structural 

Impediments Initiative launched in 1989” by the George H. W. Bush administration aimed at 
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forcing Japan’s government to free up markets – including capital markets – based on the 

American model. 

 

The Clinton administration, after retreating from its original pretense at social reform as a 

strategy of economic revitalization, continued this initiative.  What followed was the 

“astonishing success” of this less demanding policy of “deregulation that was chosen instead” of 

social reform, resulting in more than a decade of unprecedented, and, as we know now, artificial, 

prosperity.  Now, the Great Recession “…has also brought back the memory, still vivid until 

only a few decades ago, of the self-destructive potential of capitalism – a topic that was at the 

center of traditional theories, from Marx to Schumpeter…” (Streeck, 2010). 

 

As Albert feared, Anglo-American capitalism did (as Schroder finds), to some extent, “prevail” 

over its “better” alternative as liberalization did take place in almost all capitalistic countries 

since 1980.  But he suggests that if solidarity and coordination are kept analytically separate, 

three varieties of liberalization can be identified in which solidarity and coordination play 

different roles (Schroder 2013).  This leads Schroder to conclude that the three varieties of 

capitalism remain intact, albeit in more liberalized forms.  This results in three different methods 

of ‘combating’ poverty. 

 

First, in Anglo-American countries, liberalization meant direct frontal attacks on institutions 

supporting collective regulation of labor relations (unions), resulting in full-blown deregulation 

and the replacement of non-market institutions with market institutions.  Especially in the U.S., 

the combination of Calvinist cultural influences and market liberalization has resulted in 
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continued use of antiquated poverty measurement methodologies, reduced poverty subsidies 

such as unemployment compensation and food assistance, and direct attacks on the character of 

citizens experiencing poverty. 

 

Second, liberalization in conservatively coordinated countries (continental Europe) was not 

through attacks on collective regulations but through neglect of them.  As the protected 

industries shrank as a percentage of jobs/employees protected, unprotected jobs/employees 

increased in number in the growing sector of service jobs typical of all capitalistic economies, 

resulting in less influence of coordination efforts on the overall economy.  Here, essentially, the 

employees in industries benefitting from strong collective regulations have retained those 

protections, but the percentage of the workforce comprised of these workers has declined as 

employment in unprotected service sector jobs has risen.   

 

Third, liberalization in social democratically coordinated countries changed from providing 

complete protection of citizens from market forces to facilitating their successful reintegration 

into it when necessary.  This was done through the provision of a sufficiently high minimum 

wage and training of individuals to allow them to take jobs that came available when they’d been 

displaced from fields with declining employment availability.  These countries relaxed 

coordination but retained egalitarianism (Schroder 2013).  The Scandinavian countries 

liberalized, but only to the extent that unemployed persons were provided training to obtain jobs 

that were available rather than be paid to be unemployed because their jobs had been eliminated.  

The use of a high minimum wage helps make this tactic possible, because income is less variable 

depending on job-type, allowing people to take available jobs without suffering significant losses 
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of income.   

 

Says Schroder: “systematic similarities and differences between countries influence welfare 

(poverty mitigation) and production systems.  While the stable historical roots of these 

welfare/production combinations lead us to suppose that liberalism will endure in Anglo-

American countries, social solidarity in Scandinavia, and conservative social stability in 

continental Europe, these historical roots are no guarantee that the association of liberal 

capitalism with liberal welfare states, as well as conservative and social democratic welfare 

states with economic coordination [of various types] will persist.” 

 

We can see, then, that the Scandinavian capitalistic model, despite its liberalization since 1980, 

continues to provide more effective poverty mitigation than either the conservative continental 

European or the liberal American capitalistic models.  The American model, particularly, with its 

strong “individual responsibility for self-sufficiency,” does not prevent the suffering of poverty 

by certain of its citizens, in direct opposition to the societal expectations, moral obligations, and 

civic guarantees as explored in this thesis.  In short, it is possible to better mitigate the 

occurrence of poverty than is currently experienced in the U.S. 

 

A review of how the current poverty threshold came to be, how it is (still) calculated, and 

previously proposed alternative measures will inform the analysis for and evaluation of a better 

poverty threshold, as this thesis proposes to provide. 



 39 

VII. Methods of Poverty Measurement in the United States 

An examination of how the current poverty measure was developed is required if a proposal for a 

new measure is to withstand scrutiny.  Further, a proposal for a more comprehensive, or ‘better,’ 

definition of poverty demands that all the aspects, or facets, of poverty be examined to ensure 

their inclusion in the proposed definition.  These examinations include developing an 

understanding of the relevance and effectiveness of current and previously proposed measures.  

The process undertaken to develop the current poverty thresholds (measure), and the subjective, 

absolute, and relative facets of poverty are distilled below. 

 

The Current Poverty Threshold  

There are two primary measures of poverty used by the U.S. government.  One of these is the 

poverty guidelines, which are issued by the Department of Health and Human Services (HHS), 

and used to determine whether people are financially eligible for various assistance programs.  

The second, the poverty thresholds, are issued by the Census Bureau, and used for statistical 

purposes such as estimating annual numbers of people in poverty and presenting data classifying 

them by demographic characteristics.  It is the poverty threshold that is the primary subject of 

analysis in this thesis.   

 

The current official poverty thresholds are based on metrics developed by Mollie Orshansky, an 

economist with the Social Security Administration (SSA), in 1963 and 1965 (Fisher, 1992).  She 

used food cost data based on the 1955 U.S. Department of Agriculture (USDA) Household Food 

Consumption Survey and data from the U.S. Census Bureau (Census) and developed a complex 

process of calculating different thresholds for different types of households (farm or non-farm), 
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different family compositions (household head over or under 65 years of age, household head 

gender, number and ages of children, number of adults in the household, whether the household 

was comprised of unrelated individuals, etc.) to establish 124 detailed thresholds (62 for non-

farm families and 62 for farm families).  She then had to determine how much income was 

necessary to cover non-food expenses, and to determine the differences in income needs between 

farm and non-farm families. 

 

From the 1955 USDA Household Food Consumption Survey, Orshansky determined that food 

costs were, on average, approximately 33% of after-tax income for an average family of three or 

more persons.  Thus, a factor of “three” was used as a multiplier against her estimated food 

budgets for variously-sized and situated families to determine minimum income needs, now 

more commonly referred to as the poverty thresholds.   

 

Orshansky then set about using these factors for determining income needs for two cost levels 

(low-cost and a lower still economy level, choosing not to use the two highest cost level plans – 

liberal and moderate).  The low-cost level was based on food plans originally developed in 1933, 

while the economy level food plan was introduced in 1961.  The economy food plan was 75-80% 

of the low-cost food plan, as it was intended for “…temporary or emergency use when funds are 

low…”  She assumed that if family income dropped, expenditures for non-food items would 

(could) be decreased as well, so that food costs would remain approximately 33% of total after-

tax income.  On the face of it, this seems a faulty assumption since costs for necessities such as 

housing and transportation cannot readily (or necessarily) be reduced. 
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Despite the seemingly “scientific” approach Orshansky used to develop the poverty thresholds, 

Ruggles notes that “Watts has characterized our existing poverty measures as ‘simply a 

collection of more or less arbitrary and eminently vulnerable rules’” (1968).  Indeed.   

 

The threshold levels were developed in the absence of data we now have, and based on economic 

and demographic facts that no longer exist.  For instance, assistance programs for food, 

childcare, housing vouchers, and the like did not exist at the time and now serve to supplement 

incomes but are not included in measures of household income.  Housing costs and 

transportation costs have risen sharply during the same time.  Wages for low-income earners 

have largely remained flat or declined during the past 40 years.  Additionally, low-income 

households generally had no federal income tax obligations and the Earned Income Tax Credit 

was not in existence.   

 

It should perhaps be noted here that Orshansky indicated several times that she had not intended 

to introduce a new general measure of poverty, but, rather, she was trying to develop a measure 

of the relative risks of low economic status among different demographic groups of families with 

children (Orshansky 1978).  Essentially, the originator of the current poverty threshold is on 

record as saying her work is being misused.  That this misuse continues 36 years after this 

assertion reveals a serious policy-making failing on the part of the U.S. government. 

 

Additionally, as Orshansky herself stated, “…there is no generally accepted standard of 

adequacy for essentials of living except food,” and “if it is not possible to state unequivocally 

‘how much is enough,’ it should be possible to assert with confidence how much, on the average, 
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is too little.”  A 1965 Social Security Administration memo states: “it was not the poverty level 

but the near-poor or low-income level (the thresholds derived from the low-cost food plan) that 

was described as “a minimum adequate standard.”  Thus, development of poverty thresholds 

based on “standard budgets” for all household expenditures was not pursued.  In effect, the 

poverty threshold was developed as a measure of what was minimally required to survive, not 

that which was required to thrive.  And yet, when society has delivered existence at levels higher 

than subsistence, human needs change from surviving to thriving.  This physiological need to 

thrive was foundational to the establishment of international human rights and the declaration of 

the war on poverty in the U.S.  

 

There is appeal to using a market basket of “necessary” goods to determine poverty thresholds.  

Arguments about what goods and services are “necessary,” not surprisingly, are numerous.  

Some, including Watts, have proposed making the poverty threshold more robust than just 

counting the number of people that fall below the line (Ruggles notes that clearly a person 

making $1 more than the poverty threshold is not any better off than one making $1 less than the 

poverty threshold).  Rather, he and others suggest measures that take into account the depth of 

poverty and its incidence in a comprehensive poverty index (how many people are poor and by 

how much).   

 

The Economic Opportunity Act was passed soon after President Johnson’s 1964 declaration of 

war on poverty.   During the act’s implementation in late 1964, along with the establishment of 

the Office of Economic Opportunity, preprints of Orshansky’s soon-to-be-published “Who’s 

Who Among the Poor: A Demographic View of Poverty” were being circulated throughout the 
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federal agencies.  Orshansky’s economy-level poverty thresholds were adopted as the quasi-

official federal definition of poverty (for statistical, planning, and budgetary purposes) by the 

newly formed Office of Economic Opportunity in May, 1965, in part, it is believed, because they 

closely matched poverty threshold levels being developed independently by the Office of 

Economic Opportunity. 

 

Unusual is that the requirement to calculate the poverty rate, and the method that must be used to 

do so, was assigned to the Census Bureau directly in OMB Directive 14 in 1969.  This means 

official changes to its method of calculation may not simply be made by the statistical agency 

responsible for the measure, as is generally the case for other statistical measures, but, rather, 

must be a directive issued by the Presidential Administration.  This directive also narrowed 

(from .30 to .15) the differentials used for farm and non-farm family poverty thresholds.   

 

Infrequently, the poverty threshold calculation has been evaluated, and new ones proposed.  In 

one such example, changes to the poverty threshold calculation method were taken up by the 

Interagency Committee on Income and Wealth Distribution Statistics during the Carter 

Administration, and later reviewed and approved by the Reagan Administration’s Working 

Group on Economic Statistics of the Cabinet Council on Economic Affairs in November, 1981.  

These changes, based largely on recommendations made by Orshansky herself in the late 1970s, 

removed entirely the differential between farm and non-farm family poverty thresholds (raising 

farm families up to the non-farm family level), eliminated separate thresholds for male- or 

female-headed households (and averaging the former thresholds together to establish a new, 

single threshold – a poor use of statistical ‘mean’), and extended the matrix of poverty thresholds 
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to make the largest family size category “nine persons or more,” rather than the previous (and 

original) “seven or more persons.”   

 

Some of the infrequent evaluations of the poverty thresholds sought to address both the length of 

time that had passed since their adoption as well as the specifics measured by them.  The Bush 

Administration, in January of 1990, signed off on an initiative intended to improve the quality of 

federal economic statistics, including the federal poverty measure.  A report from the Council of 

Economic Advisors regarding this initiative states “the poverty index we use is based on research 

that was done in the 1950s and 1960s and may not be well suited to the 1990s.  Although most 

major statistical series are revised every 5 (five) years to reflect current price, consumption, and 

production patterns, the official poverty measure has not had a significant revision in over 25 

years.”  While mentioning the experimental poverty measures that use different definitions of 

income and price changes as reported by the Census Bureau, these documents also stated: 

“Nevertheless, our basic understanding of appropriate measures of poverty remains far from 

complete.  Additional research on relevant prices, consumption patterns, and family composition 

in the 1990s is needed to improve our understanding of the level and distribution of economic 

need in this country.”   

 

Also in 1990, Patricia Ruggles of The Urban Institute published “Drawing the Line: Alternative 

Poverty Measures and Their Implications for Public Policy.”  In it she writes “Even if we accept, 

as this book does, the view that our current standards represented a reasonable social minimum 

in 1963, normative standards change over time, and norms such as the poverty line (threshold) 

must consequently be reassessed periodically.”  She continues: “…to be comparative in 
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normative terms to its 1963 level our current poverty standard would have to be substantially 

higher.”  In fact, she found that “Even the much less detailed examination of consumption 

patterns and needs offered here [her book] implies that the poverty line should probably be 

substantially higher than it is currently – close to $15,000 for a family of three in 1988, for 

example, rather than at its official level [in 1988] of about $9,500.”  Using such a “corrected” 

poverty threshold would have also resulted in poverty rates of more than 20%, rather than the 

official rate of approximately 13% at the time.  Ruggles points out that a poverty threshold that 

inaccurately measures the poverty rate as low and declining is likely to keep anti-poverty 

program funding from being seen as a “national vital priority.”   Further, “if we [the U.S.] 

believe that circumstances are improving more (or more rapidly) for some population subgroups 

than for others, we may choose to reallocate spending to provide more to those whose need 

appears to be greater.  For these reasons, basic flaws in our current measures that result in 

misleading conclusions about the incidence of real economic need should be of concern to policy 

analysts and policymakers.”  Indeed, as those that are poor are more frequently also those who 

cannot work, or cannot find work, the “poor” have become accused of being “takers of 

resources” from society rather than being those in “need of resources” from society. 

 

The last comprehensive evaluation of the poverty threshold took place in mid-1990.  At an 

interagency working subgroup on poverty composed of Executive-Branch agency employees, a 

draft agenda of possible research on poverty measurement was submitted to the Council of 

Economic Advisors, but no further action resulted pursuant to this initiative.  Thus, the 

aforementioned 1981 changes represent the last made to the poverty threshold levels save for the 

annual adjustments made in accordance with changes in the Consumer Price Index (CPI). 
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In summary, the U.S.’ official poverty thresholds were based on food budgets that were intended 

for use solely during emergencies (not long-term existence), as they were 75-80% of long-

standing low-cost food plans.  They were based on the assumption that non-food costs (rent, 

transportation, etc.) for low-income families can be reduced if income decreases.  They were 

established when food costs were significantly higher, as a percentage of income, than they are 

today.  They were established before today’s additional “near-income” programs existed.  They 

were developed using a “multiplier methodology,” which was based on a normative assumption 

involving consumption patterns of the population as a whole, not empirical consumption 

behavior (or needs) of low-income families.  They, unlike most federal statistical measures, are 

not revised every five years; thus, they are based on research and data that are more than 50 

years old.  They also were not developed, despite their coming into existence just prior to 

President Johnson’s declaration of war on poverty, to define any official U.S. governmental or 

societal position on the acceptable levels of, nor measure the experience of one’s existence in, 

poverty. 

 

Unfortunately, as Ruggles notes, “Concern about poverty is no longer as high on the national 

agenda as it was in 1969.”  Despite the recent increase in attention that poverty is receiving now, 

on the 50th anniversary of Johnson’s declaration of war on poverty, there is not much evidence to 

suggest the public will demand, or that policymakers will make, significant enhancements to the 

U.S.’s measure of poverty.  In fact, no serious effort to develop and implement an updated 

poverty threshold by the U.S. Government has been undertaken since the 1990’s.   
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Other Poverty Threshold Proposals 

After reviewing the literature it is obvious there is much disagreement as to what the proper 

measure of poverty is.  This is evidenced by academics, reports, advocacy organizations, etc., 

citing different measures to better fit their perspective of the proper measure of poverty.  Some 

groups, at least occasionally, report poverty as those living below 150%, or below 200%, of the 

poverty line (suggesting that the official poverty line minimizes the size of the “problem”), while 

others stick with the official poverty line yardstick.  Others include data on the numbers of 

people that earn less than 50% (severe poverty) of the poverty line (perhaps either suggesting 

that the number of individuals living below this line shows the problem is worse, or better, than 

the official measure suggests, depending on the views and goals of the reporting organization).  

While such measures (25%, 33%, 50% 81%, 100%, 133%, 175%, 200%, 250%, 300%, etc.) are 

legitimate ways to identify different groups to determine qualification for federal assistance 

benefits, these different “measures” just confuse the issue.  In fact, their simple existence calls 

into question the definition and conditions that constitute poverty.   

 

Patricia Ruggles does an excellent job of summarizing the different kinds of poverty measures in 

use or proposed throughout history.  These summaries are conveyed below. 

 

‘Absolute’ Poverty 

Consumption- or income-based measures of poverty below some ‘objective’ measure are the 

earliest, and broadest, according to Ruggles.  Orshansky’s measure is of this type.  These 

measures can hold great appeal to many because they seem ‘scientific’ (because they appeal to 

‘expert opinion’).  Also appealing is that they provide a fixed benchmark against which to 
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measure ‘progress’ in combating poverty.  For these reasons, politicians who are concerned 

about poverty often think of the problem in terms of these absolutes. 

 

Additionally, people of different ages, or from different cultures, often have different or outdated 

ideas of what constitutes the ‘minimally acceptable standard of living’ such ‘objective, absolute’ 

measures identify.  For example, it is not uncommon for the elderly, knowing through learning or 

experience of the conditions the poor lived in 50+ years ago, or those from other cultures with 

lower standards of living, to maintain those standards throughout their lifetimes, rather than 

adjusting them to match society’s changes in standards of living.   

 

Indeed, goods and services that were luxuries, unacceptable, uncommon, or non-existent, 50-60 

years ago are so commonplace today that to be without them is unfathomable.  Such things, 

respectively, include televisions, women employed outside the home, a striving for meaning in 

one’s life, and smart phones.  Because of these kinds of changes, an “objective” minimum 

quickly stops being applicable.  An “absolute” measure of poverty that is adjusted only for 

changes in price levels will “miss” these changing consumption patterns, and ultimately show a 

declining rate of poverty when in fact society’s idea of being deprived an acceptable standard of 

living will have changed.  In fact, Ruggles notes that Orshanksy expressed considerable dismay 

in the late 1980’s at the codification of her original standard into a rigid scale, and instead 

thought “attempts should have been made to adjust her thresholds to reflect changing patterns in 

consumption over time.” 
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Another concern about absolute measures of poverty and their tendency to show declining 

incidence of poverty is that they do not count as poor those low wage workers who often work 

multiple jobs.  Over time, these individuals end up ‘climbing’ above the artificially low ‘poverty’ 

threshold, but they are not enjoying a standard of living deemed a social norm – a 40-hour work 

week.  In fact, due to this phenomenon, Ruggles notes that by 1990, most low-wage workers 

were excluded from the count of the population living in poverty.  As these individuals and their 

families’ still experience significant economic (and other types of lifestyle) deprivation, they 

serve as evidence that poverty is not only suffered as penance for laziness. 

 

Ruggles presciently identifies another risk that this defect in the measurement of poverty 

presents.  As the official poverty threshold declines relative to growth in income, those whose 

incomes remain under it tend to be the most entrenched in poverty because they have the most 

difficult problems.  These include the disabled, low-skilled, un- and under-educated, 

unemployed, and single mothers.  These individuals are accused of being representative of the 

poor (Weissmann), which has become true over time as the poverty threshold has moved farther 

from the relative line of deprivation it once measured.  The situation skews the perception of the 

poor along with its inaccurate measurement of poverty, which leads at best to ineffective poverty 

alleviation policymaking. 

 

Some, such as Watts (1967), have proposed using maximums spent for different needs as a 

percentage of income.  This might entail identifying as “poor” those that spend 20% or more 

above the average household expenditure on food.  Haagenaars and De Vos (1988) are noted as 

describing another variant of “appropriate maximum” used in the Netherlands, which focuses on 
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total fixed costs as a proportion of income.  For instance, as income increases, it is expected that 

the proportion of income spent on basics (food, housing, etc.) would decrease, suggesting 

improving conditions for those families.  However, the use of ‘maximums’ still does not capture 

changes in consumption patters, and thus remains deficient as a comprehensive method for 

measuring poverty.  For instance, higher incomes might lead a household to move to a more 

costly neighborhood with better schools, resulting in a reduction of financial condition but 

improvement in educational quality experienced by the household. 

 

‘Relative’ Poverty 

Relative poverty measures represent the second largest class of poverty definitions according to 

Ruggles.  At one end of the spectrum are simple arbitrary ties to income levels (i.e. defining as 

poor those families whose incomes fall into the bottom 10% or 20% of the total income 

distribution.  At the other end, a very complex measure would be like the one proposed by 

Townsend (1979) that examines each individual’s consumption of a comprehensive list of 

“commodities and services and then calculates a ‘deprivation index’ based on the number of 

areas in which the individual’s consumption falls below social norms.”  Both of these examples 

are uncommon, however.  The most common proposals for a relative measure of poverty are 

those that use an income or consumption cutoff that is easily expressed as a proportion of the 

median for society as a whole.  Usual among these kinds of proposals are those that identify 

poverty as having an income level of 50% or less of median income. 

 

Critics of relative indexes argue that poverty cannot be shown to be reduced without 

redistributions (or changes) within the income distribution because without such, the ratio of 
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poor will remain constant.  Other critics argue that it is too difficult to design and enact policies 

that effect redistribution of income to a sufficient degree to improve the lives of the least well-off 

in society.   

 

These critiques seem hollow, though, if one remembers President Johnson’s goal of not just 

eliminating poverty, but preventing it.  If poverty is to be reduced, the proportion of the 

population that is poor must be reduced, with the goal being to reach zero.  One way to gage 

whether that is happening is by tying the measure of poverty to the fluctuating median income of 

society as a whole. 

 

Still others propose that the measure of poverty should be based on a percentage of consumer 

expenditures and updated each year so as to keep the threshold tied to the changing (presumably 

growing) standard of living enjoyed by the general population.  This is the case with the panel 

convened by the Census Bureau and the National Academy of Sciences in the early 1990s. 

 

According to Fisher (1992), in Fiscal Year 1991, Departments of Labor, Health and Human 

Services, and Education appropriation bill included a $600,000 provision to the bureau of Labor 

Statistics (BLS) “to enable the Bureau to develop, in conjunction with the National Academy of 

Sciences, the appropriate methods of revising the current official poverty measure.  The Bureau 

should contract with the National Academy for a study to provide a basis for the revision.”  

There had been disagreement between the House, which wanted the BLS to conduct the work, 

and the Senate, which wanted the Census Bureau to conduct the work; ultimately the House 

version was passed, but the BLS then transferred the money to the Census Bureau.  The Census 
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Bureau then contracted with the National Academy to conduct this study along with one to study 

various issues related to family assistance and welfare programs (based on a different 

Congressional directive whose funds were provided to HHS then transferred to Census). 

 

These contracts led to a 30-month, two-part study by a panel of academic experts (the Panel on 

Poverty and Family Assistance).  The results of this panel were published in a May 1995, report 

that proposed a new approach for developing an official poverty measure for the U.S.  Their 

proposed measure still defined poverty as economic deprivation, but used a combined budget 

allowance for food, clothing, shelter (incl. utilities) plus a small additional amount to cover 

household supplies, personal care, non-work transportation, etc.), rather than the current “food 

budget and multiplier” method. 

 

For a family of four (two adults and two children), the panel recommended setting the 

clothing/shelter/food budget allowance at 78-83% of the median spent for all same-type families 

for these items according to the Census’ Consumer Expenditure Survey.  The poverty threshold 

would then be derived by use of a small (1.15 to 1.25) multiplier applied to the newly determined 

budget allowance for clothing/shelter/food.  This proposed poverty threshold would result in a 

figure 14% to 33% higher than the poverty threshold as calculated using the current method (in 

the early 1990s).  In 1988, Patricia Ruggles estimated the poverty threshold, if her 

recommendations for using consumption patterns and needs was conducted, would imply the 

threshold should be nearly 58% higher than the official measure at that time, resulting in a 

threshold of nearly $15,000 for a family of three instead of the official threshold of 

approximately $9,500.  The panel further recommended that the poverty threshold be calculated 
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each year based on changes to general population expenditures on the budget allowance items 

(using a three-year average to smooth out business and economic cycle ups and downs) so that 

the real growth in the general population’s standard of living would be accounted for in the 

poverty measure (thus keeping the threshold relative, and relevant, to the living conditions of the 

general population over time). 

 

The Panel put great merit on the notion that the poverty measurement should be based on 

consistency.  That is, that the definition of family resources income used should be consistent 

with the underlying poverty thresholds.  This principle is what they used to criticize the current 

thresholds for using after-tax money income expenses applied to before-tax money income data.  

Similarly, the panel criticized the experimental poverty measures published by the Census 

because they included the value of health insurance to families’ resources without making the 

necessary adjustments to the thresholds to account for medical care needs. 

 

Other important proposals of the Panel were: 1) their definition of family resources as “the sum 

of money income from all sources together with the value of near-money benefits (i.e. food 

assistance) that are available to buy goods and services in the budget, minus expenses that cannot 

be used to buy these goods and services (i.e. taxes, child care and work-related expenses, health 

insurance premiums),” 2) their proposal to adjust housing costs across geographic areas using the 

Decennial Census, Census’ nine geographic divisions, and the size of Metropolitan Statistical 

Areas (MSAs) within these divisions, 3) that the family resources definition would not included 

out-of-pocket medical expenses and not include medical care needs, and finally, 4) that their 
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proposed poverty threshold should replace Orshansky’s still-used poverty threshold as the 

official measure of U.S. income and poverty statistics. 

 

A criticism made by some about poverty measures is that those people determining what 

‘poverty’ is (both income and consumption levels) likely do not have first hand experience living 

in poverty.  Some of these critics assert that experience is the best teacher and should be drawn 

upon by policy makers.  These perspectives lend support to a ‘relative’ measure of poverty. 

 

‘Subjective’ Poverty 

A newer measure of poverty is based on subjective definitions.  These address one of the 

concerns raised previously about absolute measures; that perhaps those setting the threshold 

should have first-hand experience with poverty.  Subjective definitions of poverty are based on 

surveys that use “poor” households’ “own assessment of the minimum or ‘just sufficient’ 

amounts of income or consumption needed by people like them” (Ruggles, 1990).  Only a few 

studies have applied this method to U.S. data, among them Colasanto et al (1984), which used 

Wisconsin data, and De Vos and Garner (1989), which compares results from the 1982 

Consumer Expenditure Survey (CES) in the U.S. with results obtained from Dutch survey data. 

 

Some of the questions asked of poor households include “Living where you do now and meeting 

the expenses you consider necessary, what would be the very smallest income you and your 

family would need to make ends meet?” and “What income do you consider to be just sufficient 

for the household?”  One proposed subjective poverty threshold is the intersection of the actual 

level of income with the self-identified ‘just sufficient’ level of income. 
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While a subjective poverty measurement is appealing because it provides for input from those 

that experience poverty, there are concerns.  First is whether the level of ‘just sufficient’ income 

identified is actually what these individuals believe is sufficient, or what they’ve come to 

understand society allows.  Another concern is the possibility the answers these individuals 

provide are influenced by their experience in, and expertise at, having to make due rather than an 

actual understanding of what is required to fully meet their needs (even those of which they are 

not aware).  For instance, including the words ‘Living where you do now’ in the question 

essentially provides the cost of housing from which their answers will spring.  It is possible, if 

not likely, however, that where the poor ‘live now’ is inadequate (condition, school quality, 

crime, etc.), and thus, its cost immaterial to the question of minimum need.  Separate from the 

reference of a current situation, it is not unlikely that most would identify a good wage, safe 

neighborhood, good schools, high-quality clothing, good health, abundant food, reliable 

transportation, and other usual goods and services desired by the majority, to be necessary.  It 

certainly is not unreasonable to imagine that those individuals that possess such a high-quality 

lifestyle doing without. 

 

VIII. A Better Definition of Poverty 

It has been just over 50 years since President Johnson declared “unconditional war” on poverty.  

This anniversary arrives just five years after the Great Recession, which itself brought about an 

increased focus on the economic wellbeing of the nation, and especially on the least affluent 

among us.  In fact, over the past five years we’ve heard a rising chorus of voices calling for an 

increase in the minimum wage to help lift low-wage workers out of poverty, for steps to be taken 
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to reverse the decline of the middle-class, and for actions to reduce the widening income gap 

between the haves and the have-nots. 

 

Patricia Ruggles (1990: xv) notes that “Adam Smith put it more than 200 years ago, poverty is a 

lack of those necessities that ‘the custom of the country renders it indecent for creditable people, 

even the lowest order, to be without.’”  Thus, even in 1776, one of the most renowned economic 

theoreticians believed that social custom and moral obligation played parts in defining poverty.  

The Declaration of Independence and U.S. Constitution (and its amendments) embody the 

thinking of theorists such as Smith and John Locke.  These documents established the societal 

custom and moral obligation (in other words, human rights) to which the U.S. government would 

be bound to guarantee to its citizens. 

 

In his 1964 State of the Union address, as noted in the introduction, President Johnson 

encouraged the American people and their Congress to work towards eliminating, and 

subsequently preventing, poverty.  To succeed in this charge, however, it is imperative that we 

agree on what poverty is and how best to measure it.  Without such agreement, there is no way to 

know when progress has been made in alleviating or preventing poverty (Gorham, 1990). 

Ruggles (1990: 16) notes that Hagenaars and De Vos neatly summarized three types of poverty 

definitions:  “1) Absolute Poverty: Poverty is having less than an objectively defined, absolute 

minimum. 2) Relative Poverty: Poverty is having less than others in society.  3) Subjective 

Poverty: Poverty is feeling that you do not have enough to get along.”  Of note is that these types 

of poverty, according to Ruggles, are often viewed as complete in and of themselves.  None of 

these definitions fully describe what it means to be poor, however.  The first is an attempt at 
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objectivity, but it could be argued any ‘objectively defined' minimum is just an arbitrary decision 

by its creator.  The second is about equality, or lack thereof, amongst citizens.  The third, being a 

subjective measure, has a perceived lack of accuracy.   

 

With little effort, one can readily find many definitions of poverty that reflect just one, or some, 

of the three types described above, as evidenced by the following:  Absolute poverty’s definition 

can be identified in the Bing dictionary definition of poverty: “the state of not having enough 

money to take care of basic needs such as food, clothing, and housing.”  Aspects of both relative 

and subjective poverty definitions can be identified in the definition of poverty provided by Citro 

and Michael (1995) “…define poverty as economic deprivation.  A way of expressing this 

concept is that it pertains to people’s lack of economic resources (e.g. money or near money 

income) for consumption of economic goods and services (e.g. food, housing, clothing, 

transportation).  Thus, a poverty standard is based on a level of family resources (or, 

alternatively, of families’ actual consumption) deemed necessary to obtain a minimally adequate 

standard of living, defined appropriately for the United States today.”  And, subjective poverty’s 

definition can readily be identified in Merriam-Webster’s definition of poverty as “the state of 

one who lacks a usual or socially acceptable amount of money or material possessions.”  

The varied ‘definitions’ of poverty, so readily available to the public, provide different 

‘definitions’ of poverty at different times by different sources which prevents a singular 

understanding of the experience of poverty.  These different ‘types’ of poverty also suggest that 

there are different kinds of poverty, or at least different measures.  I suggest instead that these 

‘types’ of poverty are different aspects of a singular poverty.  Thus, consideration of how these 

different aspects of poverty can be combined into a cohesive definition is necessary to conduct a 
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more comprehensive evaluation of poverty.  By combining the core meaning of each of these 

types of poverty, I propose, and will use for the purposes of this thesis, the following definition 

of poverty: 

 

Poverty is a state of deprived existence experienced (subjective) by people who lack 

sufficient money, possessions, and levels of economic consumption to satisfy their 

human needs (absolute) in a manner that adheres to society’s expectations (relative). 

 

With this definition of poverty in hand, an ‘equality-poverty threshold,’ which more accurately 

reflects this definition’s tenets, has been constructed and is compared in the following section to 

the current official U.S. poverty threshold and a ‘living wage’ threshold developed by MIT. 

 

IX. Comparative Analysis of Poverty Thresholds 

The U.S. poverty threshold figure is a household-level gross-income figure calculated each year 

by the U.S. Census Bureau for purposes of measuring the number of people that are considered 

to be living in poverty in any given year.  The poverty threshold is not, and never has been, a 

measure of the number of people that make less than necessary to sustain themselves and their 

families based on the cost to provide some minimum standard of existence.  The figures for the 

Living Wage as proposed by Dr. Glasmeier and a proposed equality-poverty threshold are based 

on those calculated for The Village of Shorewood in Milwaukee County, Wisconsin.   

 

The current poverty thresholds presented here are the preliminary figures for 2013 as provided 

by the U.S. Census Bureau.  They have been converted to hourly figures for purposes of 
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comparison with the Living Wage Calculator figures for The Village of Shorewood as produced 

by the Living Wage Calculator created by Dr. Amy Glasmeier at MIT, and the constructed 

‘equality-poverty threshold.’ 

 

Three family sizes and compositions are compared for each threshold: A single person under the 

age of 65, a three-person household (one adult and two children) with a householder under the 

age of 65, and a four-person household (two adults and two children - no variation by age of 

householder is provided for by the U.S. Census Bureau).  The 2013 preliminary U.S. Census 

Bureau poverty thresholds are national figures, while the living wage figures and those for the 

proposed equality-poverty threshold are for Shorewood, Wisconsin.  The MIT Living Wage 

figures assume one adult in the two-adult household does not work to provide childcare.  For 

comparison purposes, the proposed equality-poverty threshold makes the same assumption, but 

in addition, it also measures the income needed to allow the second household adult to work 

outside the home rather than provide stay-at-home childcare, which may be this adult’s preferred 

expression of their equal rights and might well lead to future financial advantages for the family 

in the long run. 

 

As noted previously, the current poverty threshold does not attempt to identify which goods and 

services are necessary to obtain a minimally acceptable lifestyle – it is simply the inflation-

adjusted income level that approximated, in the 1960’s, the income level that identified a 

subsistence lifestyle.  The MIT ‘Living Wage’ primarily attempts to identify the true income 

needs to purchase a slightly enhanced, minimally acceptable (subsistence) lifestyle.  In contrast, 

the ‘equality-poverty’ threshold measure proposed herein attempts to identify the budget 
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categories that constitute the generally accepted and expected lifestyle consumption levels in the 

U.S. and the resultant annual income necessary to attain this consumption level.   

 

The intent of the ‘equality-poverty’ threshold is to provide a greater understanding of the income 

levels necessary for households to adhere to the expectations of society, requirements of the 

economy, and physiological needs of themselves.  This new understanding is expected to 

demonstrate that far more people experience poverty, to some degree or another, than just the 

officially poor.  It does so by identifying the wide gap between the income level labeled as 

poverty in the U.S. and the income level necessary to minimally consume at socially expected 

and acceptable levels. 

 

Table 1 below shows the budget categories in the MIT ‘living age’ threshold calculations, and 

those budget categories developed for the ‘equality-poverty’ threshold.  It also provides 

estimates for savings categories included in the income-needs calculations for the ‘equality-

poverty’ thresholds.  Lastly, it includes the monthly and resultant annual incomes necessary 

(before the income needed to pay taxes is added). 

 

Table 2 below summarizes the hourly wages reflected in the poverty thresholds and hourly 

minimum wages examined in this thesis. 

 

Table 3 below summarizes the annual wages reflected in the poverty thresholds and hourly 

minimum wages examined in this thesis.  This table also reflects, for further comparative benefit, 
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figures compiled by the Michigan League for Public Policy (MLPP) in March 2014 for their 

Basic-Needs Income Levels for Well-Being Report. 

 

In summary, the current U.S. poverty threshold annual income figures are $12,119 for a one-

person household, $15,656 for a three-person household (1 adult, 2 kids), and $23,836 for a four-

person household (2 adults, 2 kids, regardless of how many adults are working).   

 

The current hourly minimum wage of $7.25/hour results in annual income figures of $15,080 for 

one-person and three-person households (1 adult, with or without 2 kids), and either $15,080 or 

$30,160 (assuming both adults earn the minimum wage if they work) for a four-person 

household (2 adults, 2 kids).  The proposed $10.10/hourly minimum wage results in annual 

income figures of $21,008 for one-person and three-person households (1 adult, with or without 

2 kids), and either $21,008 or $42,016 (assuming both adults earn the proposed higher minimum 

wage if they work) for a four-person household (2 adults, 2 kids). 

 

The MIT ‘living wage’ threshold indicates a needed annual income level of $16,380 for a one-

person household, $47,628 for a three-person household (1 adult, 2 kids), and $33,984 for a four-

person household (no provision for the second adult working exists for the MIT ‘living wage’ 

threshold).   

 

The ‘equality-poverty’ threshold proposed in this thesis indicates a needed annual income level 

of $34,465 for a one-person household (1 adult), $79,820 for a three-person household (1 adult, 2 
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kids), and either $54,856 or $80,939 for a four-person household (2 adults, 2 kids) depending on 

how many adults work outside the home. 

 

Provided for comparative purposes are an additional set of calculations found in the March 2014 

report compiled by the Michigan League for Public Policy which finds that the minimum income 

levels required in Michigan to meet basic needs are $18,012 (1 adult), $39,768 (1 adult, 2 kids), 

$47,146 (2 adults, 2 kids, 2 adults working), and $29,112 (2 adults, 2 kids, 1 adult working).   

 

A simple comparison of the current poverty threshold levels to the incomes earned from either 

the current or proposed minimum wages, or needed to meet the MIT ‘living wage,’ the MLPP 

basic needs income level, or the proposed ‘equality-poverty’ thresholds demonstrates both the 

extreme variance that exists between the thresholds compared herein and the irrelevance of the 

current poverty threshold as demonstrated by its being significantly lower than that necessary to 

achieve a lifestyle expected by society, desired by the economy, and necessary to fulfill human 

physiological needs.   
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Table 1 

Estimated Monthly Expenses MIT Living Wage Income Proposed Equality-poverty Threshold 

Income 

 Hshld Size: 

1 

Hshld Size: 

3 

Hshld Size: 

4 

Hshld 

Size: 1 

Hshld 

Size: 3 

Hshld 

Size: 4 

Food (a) $242 $536 $713 $433 $959 $1,275 

Childcare  

1 Working Adult 

2 Working Adults(b) 

$0 

N/A 

N/A 

$1,233 

$0 

$1,233 

$0 

$0 

N/A 

$0 

N/A 

N/A 

$1,842 

$0 

$1,842 

$1,842 

$0 

$1,842 

Medical (c) $143 $412 $343 $143 $412 $618 

Housing (d) $602 $858 $858 $718 $950 $1,347 

Transportation (e) 

Bus 

Car 

$306 

Unknown 

Unknown 

$686 

Unknown 

Unknown 

$736 

Unknown 

Unknown 

$300 

N/A 

$300 

$300 

N/A 

$300 

$398 

$98 

$300 

Other (f) $72 $244 $182 $132 $244 $274 

Entertainment (i) 

Movie 

Dining Out 

N/A N/A N/A $176 

$13 

$163 

$301 

$33 

$268 

$433 

$46 

$387 

TV/Internet/Phone (j) N/A N/A N/A $79 $79 $79 

Utilities (k) N/A N/A N/A $51 $225 $225 

Insurance (l) 

(Renters) Home 

Car 

N/A N/A N/A $117 

$17 

$100 

$125 

$25 

$100 

$100 

$25 

$75 

College Loan Payment (m) N/A N/A N/A $200 $200 $200 

Clothing (o) N/A N/A N/A $85 $168 $200 

Savings (6% of req’d after tax 

income) (g) 

1 Working Adult 

2 Working Adults 

 

 

 

N/A 

 

 

 

N/A 

 

 

 

N/A 

 

 

$146 

N/A 

 

 

$338 

N/A 

 

 

$232 

$343 

Retirement (10% of req’d after tax 

income) (h) 

1 Working Adult 

2 Working Adults 

 

 

 

N/A 

 

 

 

N/A 

 

 

 

N/A 

 

 

$243 

N/A 

 

 

$564 

N/A 

 

 

$387 

$572 

Savings - Kids’ College (1% of req’d 

after tax income) (n) 

1 Working Adult 

2 Working Adults 

 

 

 

 

N/A 

 

 

 

 

N/A 

 

 

 

 

N/A 

 

 

 

$24 

N/A 

 

 

 

$56 

N/A 

 

 

 

$39 

$57 

Emergency Fund (1% of req’d after 

tax income) (p) 

1 Working Adult 

2 Working Adults 

 

 

 

N/A 

 

 

 

N/A 

 

 

 

N/A 

 

 

$24 

N/A 

 

 

$56 

N/A 

 

 

$39 

$57 

Required Monthly After-Taxes 

Income 

1 Working Adult 

2 Working Adults 

 

 

$1,365 

N/A 

 

 

$3,969 

N/A 

 

 

$2,832 

N/A 

 

 

$2,872 

N/A 

 

 

$6,652 

N/A 

 

 

$4,571 

$6,745 

Required Annual After-Taxes 

Income 

1 Working Adult 

2 Working Adults 

 

 

$16,380 

N/A 

 

 

$47,628 

N/A 

 

 

$33,984 

N/A 

 

 

$34,465 

N/A 

 

 

$79,820 

N/A 

 

 

$54,856 

$80,939 

Notes on Table 1 

- Weekly costs were multiplied by 52 and divided by 12 to obtain monthly costs. 

- Quarterly costs were multiplied by 4 then divided by 12 to obtain monthly costs. 

 

a: Food costs for 3-person households in the MIT threshold are 2.215 times higher than for 1-

person households, and food costs for 4-person households are 1.33 times higher than for 3-

person households.  These same factors have been used to calculate food costs for the proposed 
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equality-poverty threshold.  The base food costs for a 1-person household were determined by 

using the average $100/week food bill of the author at a local organic food cooperative grocery 

store. 

 

b: Childcare costs for the equality-poverty threshold were obtained by from Shorewood Early 

Learning Daycare Center for two children, one infant, and one three-year-old.  Infant weekly 

cost $230.  3YO weekly cost: $195.  Total Monthly Daycare Cost: $1,842. 

 

c: Medical costs for the equality-poverty threshold use the cost from the MIT living wage 

threshold and a multiple of 1.44 per person (the ratio which exists between the MIT 1-person and 

3-person household figures) above the 1-person household monthly rate. 

 

d: Housing costs for the equality-poverty threshold are averages based on rental rates offered by 

Eastmore Property Management, a prominent Shorewood property management company (the 3-

bedroom cost was based on the one example offered by Eastmore).  The equality-poverty 

threshold housing cost for a 4-person household is for a duplex or single-family home (from 

Craigslist for Shorewood) with the presumption that a household with two adults would choose 

to take-on exterior maintenance responsibilities in exchange for access and use of the adjoining 

yard. 

 

e: Transportation cost breakdown for the MIT threshold is unknown.  The costs of taking the bus 

in the equality-poverty threshold are based on $2.25/trip @ 2 trips/day for 5 days/week for 52 

weeks/year.  Car expense is based on a monthly payment on a $15,000 loan for 60 months at 0% 

interest (These offers are prevalent at the time of writing of this thesis, and allows for the 

presumption that the lendee’s credit is as good as a non-poor citizen’s credit).  $50/month in gas 

expense is included in the monthly car expense figure.  It is assumed a car is necessary so the 

household may reach destinations that are not served by public transportation.  It is assumed that 

the MIT ‘living wage’ threshold includes insurance in their transportation category, while it is 

separated out for the ‘equality-poverty’ threshold. 

 

f: Other cost breakdown for the MIT threshold is unknown.  Other cost breakdown for the 

‘equality-poverty’ threshold uses these costs plus telephone costs calculated by the Michigan 

League for Public Policy, however, because they are anywhere from 18% to 100% higher than 

costs determined by the Michigan League for Public Policy for housekeeping supplies (laundry 

and cleaning supplies, cleaning and toilet tissues, stationary supplies, postage, miscellaneous 

household products, and lawn and garden products – if applicable).  They also include personal 

care products and services (including oral and hair hygiene products, shaving needs, cosmetics 

and bath products, electric personal care products and other personal care and services for males 

and females as applicable).  It would not be unreasonable to expect middle- and higher-income 

families to spend even more than used for this comparison. 

 

g: Savings Rate (Bankrate.com) based on recommended percentage for a 40-year old person at 

the required income level.   

 

h: Retirement Savings Rate (IRS.gov, ehow.com, usatoday.com) based on often cited 

recommendation of 10% of income.   
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i: Entertainment costs are based on a once-monthly movie and once-weekly dining out.  The cost 

of movie tickets was obtained from Marcus Theaters.  Adult tickets are $13 each, children’s 

tickets are $10 each.  No refreshment costs are included.  Dining out costs were obtained from 

Northstar American Bistro by averaging prices from their menu.  Each meal out was assumed to 

include 1 appetizer per household, 1 entrée per adult, 1 sandwich per child, and 1 dessert per 1-2 

people.  Taxes of 5% and tip of 20% were added.  Appetizer cost: $10.31.  Entrée cost: $20.80.  

Sandwich cost: $12.20.  Dessert cost: $6.45.  Monthly dining out cost for 1-person household: 

$162.76  Monthly dining out cost for 3-person household: $268.49  Monthly dining out cost for 

4-person household: $386.58 

 

j: Based on package (Internet/TV/phone) deals from AT&T U-verse in Shorewood, WI, with 

mid-level service speed/quality/options.  Sourced from www.att.com 

 

k: Utility costs include electricity only and are based on actual 12-month expenses for a 1-

bedroom apartment of 700 square feet.  Utility costs for 3-bedroom single family home for the 3- 

and 4-person households were based on actual monthly average utility costs of $225. 

 

l: For purposes of this comparison, all households rent their homes in Shorewood, WI.  The one-

person household rents a one-bedroom apartment, and the three- and four-person households rent 

a three-bedroom apartment.  Coverage is for $20,000 in personal property, $500 deductible, and 

$300,000 in personal liability coverage for the one-person household.  Coverage is for $30,000 

in personal property, $500 deductible, and $300,000 personal liability coverage for the three- and 

four-person households.  The auto insurance policy is for a 2013 Honda Fit, also in Shorewood, 

WI.  The one-person household is assumed to be a male with 2 points on his driving record, with 

$100K/$300K/$100K coverage and $500 deductible for comprehensive and collision.  The three-

person household is assumed to be a female with 2 points on her driving record with two 

children with $100K/$300K/$100K coverage and $500 deductible for comprehensive and 

collision.  The four-person household is assumed to be a married couple (M & F) with two 

children, the husband having 2 points on his driving record with $100K/$300K/$100K coverage 

and $500 deductible for comprehensive and collision.  The insurance costs are estimates 

provided by an insurance broker serving Shorewood, WI, and other communities in Wisconsin.  

Auto rates are Wisconsin minimums, thus reflecting coverage and rates lower than might be 

reasonable to possess.  There are no rate differences if one of the two-adult households stays 

home rather than works. 

 

m: Based on a monthly payment determined using an income of $50,000 with $9,500 in student 

debt.  It is quite possible that outstanding loan balances would be substantially higher, resulting 

in higher monthly payments. 

 

n: Kid College Fund Savings rate of 1% is an arbitrarily chosen figure. 

 

o: Clothing costs are those as calculated by the Michigan League of Public Policy for identical 

family types as those compared in this thesis. 
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p: Emergency fund (rainy day fund) recommended to be enough cash to cover 3-6 months of 

living expenses.  The use of 1% of required after tax income to build that fund is an arbitrary 

figure determined by me to minimize reductions to funds available for day-to-day life while 

working towards building this safety net. 

 

Table 2 

Threshold Required* Post-tax Hourly Wages for Household Types 

 1 Person Household 3 Person Household 4 Person Household 

U.S. Official Poverty 

Threshold 

(1 Working Adult) 

$5.83/HR $7.53/HR $11.46/HR 

U.S. Current Minimum 

Wage 

(1 Working Adult) 

$7.25/HR $7.25/HR $7.25/HR 

MIT Living Wage Poverty 

Threshold* 

(1 Working Adult) 

$7.88/HR $22.90/HR $16.34/HR 

Proposed $10.10/HR U.S. 

Minimum Wage 

(1 Working Adult) 

$10.10/HR $10.10/HR $10.10/HR 

MLPP Basic Needs 

1 Working Adult 

2 Working Adults 

 

$8.66/HR 

 

$19.12/HR 

 

$14.00/HR 

$11.33/HR 

    

Proposed Equality-poverty 

Threshold 

1 Working Adult 

2 Working Adults 

 

 

$16.57/HR 

N/A 

 

 

$38.38/HR 

N/A 

 

 

$26.37/HR 

$19.45/HR/JOB 

 

Table 3 

Threshold Required* Post-tax Income Levels for Household Types 

 1 Person Household 3 Person Household 4 Person Household 

U.S. Official Poverty 

Threshold 

(Regardless of # of 

Working Adults) 

$12,119 $15,656 $23,836 

U.S. Current Minimum 

Wage 

1 Working Adult 

2 Working Adults 

 

 

$15,080 

N/A 

 

 

$15,080 

N/A 

 

 

$15,080 

$30,160 

MIT Living Wage Poverty 

Threshold* 

(1 Working Adult) 

$16,380 $47,628 $33,984 

MLPP 

1 Working Adult 

2 Working Adults 

 

$18,012 

N/A 

 

$39,768 

N/A 

 

$29,112 

$47,146 

Proposed $10.10/HR U.S. 

Minimum Wage 

1 Working Adult 

2 Working Adults 

 

 

 

$21,008 

N/A 

 

 

 

$21,008 

N/A 

 

 

 

$21,008 

$42,016 

    

Proposed Equality-poverty 

Threshold 

1 Working Adult 

2 Working Adults 

 

 

$34,465 

N/A 

 

 

$79,820 

N/A 

 

 

$54,856 

$80,939 
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Census Preliminary 2013 Poverty Thresholds Note: The preliminary estimates of the weighted 

average poverty thresholds for 2013 are calculated by multiplying the 2012 weighted average 

thresholds by a factor of 1.014648 the ratio of the average annual Consumer Price Index for All 

Consumers (CPI-U) for 2013 to the average annual CPI-U for 2012.  These estimates may differ 

slightly from the final thresholds that will be published in September 2014 with the release of the 

official poverty estimates for 2013.  The thresholds have been adjusted each year since their 

establishment in 1963 based on changes in the Consumer Price Index.  The original threshold 

was developed based on the average amount spent for food for each household type per year 

(approximately 33% of household expenditures with all other expenditures allotted the remaining 

approximately 67%) in 1963. (Census.gov) 

 

Proposed $10.10/HR U.S. Minimum Wage Note: President Obama has called for the minimum 

wage to be raised in the U.S. from the current $7.25/HR to $10.10/HR.  Several states have 

already acted to raise their minimums above the federal $7.25/HR, but none are as high as 

$10.10/HR. (Whitehouse.gov) 

 

MIT Living Wage Tool Note: The original calculator was modeled after the Economic Policy 

Institute's metropolitan living wage tool. Users should know there are many researchers 

contributing tools and resources to the movement to achieve living wages. Diana Pearce at the 

University of Washington, Seattle is an important contributor to the living wage movement. Her 

work provides an alternative calculator.   

 

The MIT tool is designed to provide a minimum estimate of the cost of living for low wage 

families. The estimates do not reflect a middle class standard of living. The realism of the 

estimates depends on the types of community under study. Metropolitan counties are typically 

locations of high cost. In such cases, the calculator is likely to underestimate costs such as 

housing and childcare. Consider the results a minimum cost threshold that serves as a 

benchmark, but only that. Users can substitute local data when available to generate more 

nuanced estimates. Adjustments to account for local conditions will provide greater realism and 

potentially increase the accuracy of the tool. As developed, the tool is meant to provide one 

perspective on the cost of living in America. (Livingwage.mit.edu) 

 

X. Conclusion 

Under the light of examination, it seems clear that internationally recognized human “needs” in fact 

constitute the very same inalienable human “rights” ascribed to all human beings in the U.S. 

Declaration of Independence and to U.S. citizens in the Constitution of The United States of 

America.  This suggests that the problem of poverty is correlated to that of inequality, and as such, its 

very existence (poverty) is evidence that certain U.S. citizens are being denied the ability to enjoy 

these very rights. 
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The current poverty thresholds are deficient and misleading, contributing both to ineffective poverty 

alleviation policy as well as the mischaracterization of its (poverty) sufferers.  If poverty is ever to be 

eliminated or prevented, critical first steps in doing so are the development and use of a universal, 

comprehensive definition of poverty, and a more realistic, and up-to-date measure of what living 

conditions constitute poverty; this measure should also be responsive to changes in societal norms 

and expectations over time.   

 

The ideas of human rights, human needs, historical context, and philosophies of government 

examined in this thesis combine to indicate there is a critical need in the U.S. for a new equality-

growing definition and measurement of poverty.  Simply put, the definition of poverty should be one 

that conveys the meaning of all its facets in full.  The measure of poverty in the U.S. should be one 

developed to ensure all citizens have equal access to, and the capability of, participating fully in its 

consumptive need-satisfying economy.  Only through a better definition and measure of poverty can 

a more thorough understanding of the extent of its reach and effects in society be attained.  It will be 

in an environment of deeper comprehension that President Johnson’s challenge to eliminate poverty 

can be met and the inalienable rights of all U.S. citizens can be exercised and enjoyed. 

 

The comparative analysis conducted in this thesis demonstrates the need for both a ‘better,’ more 

universally accepted definition of poverty, and a needs-satisfaction-based poverty measure.  It does 

so by identifying the gap between the income level deemed the ‘poverty line’ and the income levels 

needed to achieve a subsistence lifestyle based on current costs, and that needed to enjoy a lifestyle 

deemed both socially acceptable and civically expected.  A broader understanding by policy makers 

and the general population that some level of ‘poverty’ (lack of need satisfaction) is experienced by 

all people earning less than the ‘equality-poverty’ income levels would likely increase demand for, 
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and enactment of, more effective poverty mitigation and elimination policies. 

 

As Ruggles notes, “The construction of an official poverty measure carries with it an implied 

judgment about social welfare.”  She also identifies a difference in how economists and 

policymakers tend to view poverty.  Economists generally view poverty as a special subset of the 

problem of inequality (presumably there would be no poverty if there were no inequality), where 

policymakers start instead with the notion “that there is some minimum “decent” standard of 

living, and a just society must attempt to ensure that all its members have access to at least this 

level of economic well-being.”   If Ruggles is correct, then the perspective of economists rings 

truest when regard to human rights is given.  Any other conclusion requires the acceptance and 

continuation of inequality, the elimination of which should be the top priority of policy makers. 

 

“But whatever the cause, our joint federal-local effort must pursue poverty, pursue it wherever it 

exists—in city slums and small towns, in sharecropper shacks or in migrant worker camps, on 

Indian Reservations, among whites as well as Negroes, among the young as well as the aged, in 

the boom towns and in the depressed areas.” 

 

President Lyndon Johnson 
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