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THE UNDER SECRETARY OF HEALTH, EDUCATION. AND WELFARE 
WASHINGTON, D.C. 20201 

30 THE CONGRESS OF THE UNITED STATES: 

I am pleased to transmit the report on the measure of poverty, in  
compliance wi th  Section 823 i n  Public Law 93-380. A Poverty Studies 
Task Force of the Subcommittee on Education for t h e  Disadvantaged and 
Minorities under the Federal Interagency Committee on Education was 
established by the Assistant Secretary for  Education to conduct the 
study. It examines methds by which the measure of poverty used in the 
allocation formula for  T i t l e  I of the Elementary and Secondary Education 
Act of 1965 may be made more accurate and current. To explore the 
relevant areas in depth, the  Task Force has had t h e  support of many 
Federal agencies and departments, for which we a re  great ly  indebted. 

The report  discusses technical aspects of poverty measurement and lays  
out the administrative, analyt ical ,  s t a t i s t i c a l ,  and budgetary 
implications of a l ternat ive measurement schemes. We hope tha t  t h i s  
e f f o r t  w i l l  a s s i s t  Congress and the various components of the Executive 
Branch wllo a re  involved in deliberations about t h e  measure of poverty 
not only for the Elementary and Secondary Education A c t  but a lso for 
other Federal programs a d  for general analyt ical  purposes. 

A s e r i e s  of Technical Papers w i l l  supplement the present report with 
more detai led and technical material. These w i l l  be issued by the 
Chairman of the Task Force as they become available. 

Sincerely, 

J - .  
Under ecretar  y "7- 
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PREFACE 

S e c t i o n  823 of  t h e  Educa t ion  Amendments of 1974 ( P L  93-380) r e q u i r e s  a  

thorough s t u d y  of t h e  manner i n  which t h e  r e l a t i v e  measure of  
pover ty  f o r  use  i n  t h e  f i n a n c i a l  a s s i s t a n c e  program a u t h o r i z e d  
by T i t l e  I of t h e  Elementary and Secondary Educa t ion  Act of 1965 
may be more a c c u r a t e l y  and c u r r e n t l y  developed.  

The f i n a n c i a l  a s s i s t a n c e  program r e f e r r e d  t o  i s  admin i s t e red  by t h e  Com- 
m i s s i o n e r  of Educa t ion ,  through t h e  O f f i c e  of Educa t ion  of  t h e  Department of 
Hea l th ,  Educa t ion ,  and Welfare .  A prominent f e a t u r e  of t h e  program i s  t h e  
use  of a  formula p r e s c r i b e d  by s e c t i o n  103 of t h e  Elementary  and Secondary 
Educat ion Act f o r  t h e  annual  d i s t r i b u t i o n  of Federa l  funds  t o  school  d i s -  
t r i c t s .  The amount a p p r o p r i a t e d  h a s  i n c r e a s e d  from approx imate ly  $1 b i l l i o n  
i n  1966 t o  $1.6 b i l l i o n  i n  1976. A s i g n i f i c a n t  f a c t o r  i n  t h e  formula i s  t h e  
number of school-age c h i l d r e n  5  t o  17 i n  poor f a m i l i e s  w i t h i n  each s c h o o l  
d i s t r i c t .  

I Incorporation of the Poverty Measure in Title I 

P r i o r  t o  t h e  enactment of t h e  Educa t ion  Amendments of 1974, t h e  f o r -  
mula which was used t o  d e t e r m i n e  t h e  amount of a  g r a n t  f o r  which a  l o c a l  
e d u c a t i o n a l  agency was e l i g i b l e  ( i . e . ,  i t s  " e n t i t l e m e n t " )  under T i t l e  I was 
based ,  i n  p a r t ,  on  t h e  number of c h i l d r e n  i n  f a m i l i e s  having a n  annual 
income of l e s s  than  t h e  "low-income f a c t o r . "  Th i s  f a c t o r  was a u t h o r i z e d  t o  
be  $2,000.   he low-income f a c t o r  was $3,000 b u t  was t o  be a p p l i e d  o n l y  
when a u t h o r i z a t i o n  u s i n g  $2,000 was f u l l y  funded.  Th i s  never  happened,  so  
$2,000 was t h e  f a c t o r  used u n t i l  t h e  1974 Amendments.) The 1974 Amendments 
r e v i s e d  t h e  T i t l e  I formula and s p e c i f i e d  a  new measure of low-income -- 
t h e  F e d e r a l  government ' s  o f f i c i a l  s t a t i s t i c a l  d e f i n i t i o n  of pover ty  ( a l s o  
known a s  t h e  Orshansky pover ty  index ,  S o c i a l  S e c u r i t y  Admin i s t ra t  i o n  (SSA) 
pover ty  d e f i n i t i o n ,  t h e  Census Bureau pover ty  l i n e s ,  e t c . )  . Maps showing 
t h e  geographic  d i s t r i b u t i o n  of c h i l d r e n  aged 5 t o  17 from f a m i l i e s  below t h e  
pover ty  l e v e l  f o r  t h e  T i t l e  I fo rmula ,  f o l l o w  t h i s  P r e f a c e .  

The pover ty  l e v e l  i s  o n l y  one element i n  t h e  T i t l e  I formula.  It i s ,  
however, a  c r i t i c a l  e lement  and i s  t h e  s u b j e c t  of t h i s  s t u d y ,  which a d d r e s s e s  
t h e  accuracy  and c u r r e n c y  of t h e  pover ty  measure.  

I n  a d d i t i o n  t o  t h i s  s t u d y  of t h e  measure of p o v e r t y ,  t h e  Educa t ion  
Amendments of  1974 mandated s e v e r a l  o t h e r  s t u d i e s  and s p e c i a l  su rveys  which 
cou ld  make p o s s i b l e  f u t u r e  improvements i n  t h e  a l l o c a t i o n  formula and o t h e r  
a s p e c t s  of t h e  T i t l e  I programs. The fo l lowing  t a b l e  shows t h e  t i t l e s  of  
t h e s e  s t u d i e s ,  t h e  agency r e s p o n s i b l e  f o r  t h e i r  conduc t ,  and t h e i r  due d a t e s :  

Respons ib le  Due 
Study - Agency Date  - 

1. Study of purposes  and e f f e c t i v e n e s s  ~ x t i o n a l  I n s t i t u t e  S e p t .  1977 
o f . compensa to ry  e d u c a t i o n  programs o f  Educa t ion  
( s e c t i o n  821) 



Study 
Respons ib le  

Agency 
Due 
Date - 

2. Survey and s t u d y  f o r  upda t ing  S e c r e t a r y  of Commerce Dec. 1976 (822a)  
number of c h i l d r e n  counted and S e c r e t a r y  o f  H e a l t h ,  June 1977 (822b) 
( s e c t i o n  822)  E d u c a t i o n ,  and We1 f a r e  

3 .  An e v a l u a t i o n  of t h e  T i t l e  I Commissioner of 
programs which i s  t o  i n c l u d e :  Educa t ion  
( s e c t i o n  151) 

F ind ings  t o  
b e  r e p o r t e d  
a s  a v a i l a b l e  

Eva1 ua t i o n s  d e s c r i b i n g  and 
measur ing program and p r o j e c t  
impac t ,  t h e  most comprehensive 
of which i s  t h e  s t u d y  of t h e  
s u s t a i n i n g  e f f e c t s  of canpensa to ry  
e d u c a t i o n  on b a s i c  c o g n i t i v e  s k i l l s .  

Development and p u b l i c a t i o n  of 
s t a n d a r d s  f o r  p r ~ g r a m / ~ r o j e c t  
e v a l u a t i o n .  

P r o v i s i o n ,  where a p p r o p r i a t e ,  
f o r  j o i n t  ~ e d e r a l /  s t a t e  sponsored 
e v a l u a t i o n s .  

P r o v i s i o n  of t e c h n i c a l  a s s i s t a n c e  
t o  S t a t e  Educa t ion  A u t h o r i t i e s  (SEAS). 

Development of a  system f o r  t h e  
g a t h e r i n g  and d i s s e m i n a t i o n  of e f f e c t i v e  
p r o j e c t s ,  p r a c t i c e s ,  and e v a l u a t i o n  r e s u l t  S .  

4.  Survey of t h e  numbers of Commissioner of 
economica l ly  a n d / o r  e d u c a t i o n a l l y  Educa t ion  
d i sadvan taged  c h i l d r e n  who do o r  
d o  no t  r e c e i v e  T i t l e  I s e r v i c e s .  
( s e c t i o n  417 ( a ) ( 2 ) )  

F a l l  1977 

T h i s  " P a r t i c i p a t i o n  Study" w i l l  be 
i n c o r p o r a t e d  under t h e  "Study of t h e  
S u s t a i n i n g  E f f e c t s  of Compensatory 
Educat ion on Bas ic  C o g n i t i v e  S k i l l s  ." 
( s e c t i o n  151)  

Re la ted  work h a s  been mandated i n  two o t h e r  r e c e n t  l e g i s l a t i v e  a c t s .  
In t h e  Comprehensive Employment and T r a i n i n g  Act ,  t h e  S e c r e t a r y  o f  Labor 
i s  d i r e c t e d  t o  deve lop  and m a i n t a i n  comprehensive household budget  d a t a  a t  
d i f f e r e n t  l e v e l s  of l i v i n g ,  i n c l u d i n g  a  l e v e l  of adequacy.  Any such rev iew 
of t h e  " l e v e l  of adequacy" must n e c e s s a r i l y  be c l o s e l y  r e l a t e d  t o  measures  



o f  p o v e r t y .  Tne Housing and Community Development Act of  1974 makes t h e  
S e c r e t a r y  of t h e  Department o f  Housing and Urban Development (HUD) r e s -  
p o n s i b l e  f o r  ad jus tments  i n  t h e  pover ty  measure t o  r e f l e c t  r e g i o n a l  and 
a r e a  v a r i a t i o n s  i n  t h e  c o s t  of l i v i n g .  The Conference Report accompanying 
i t  d i r e c t s  t h e  S e c r e t a r y  t o  deve lop  o r  o b t a i n  d a t a  wi th  r e s p e c t  t o  t h e  
" e x t e n t  of pover ty i '  by m e t r o p o l i t a n  a r e a s  and t o  submit  such d a t a  t o  t h e  
Congress a s  p a r t  of a  March 31,  1977 r e p o r t .  

Scope and Performance of this Study 

Coverage of t h i s  s t u d y  has  been broadened t o  i n c l u d e  i m p l i c a t i o n s  
of  t h e  f i n d i n g s  of t h e  s t u d y  f o r  t h e  p o v e r t y - r e l a t e d  programs of a l l  a f f e c t e d  
F e d e r a l  depar tments  and a g e n c i e s .  The T i t l e  I program of t h e  Elementary  
and Secondary Educa t ion  Act i s  g iven  t h e  most d e t a i l e d  t r e a t m e n t ,  both  t o  
meet t h e  l e g i s l a t i v e l y - m a n d a t e d  s p e c i f i c a t i o n s  f o r  t h e  s t u d y  and a l s o  t o  
s e r v e  a s  a  prime example of  a p p l i c a t i o n  of t h e  concep t s  of p o v e r t y  measure- 
ment t o  F e d e r a l  programs. 

It i s  p robab le  t h a t  a  v a r i e t y  of pover ty  measures  w i l l  c o n t i n u e  t o  be 
used f o r  s t a t i s t i c a l  and a d m i n i s t r a t i v e  purposes  w i t h i n  t h e  F e d e r a l  govern- 
ment.  For t h i s  r e a s o n ,  an important  o b j e c t i v e  of  t h i s  r e p o r t  h a s  been t h e  
f u l l  d i s c u s s i o n  and documentat ion of t h e  major e lements  of c u r r e n t l y  used 
and p o t e n t i a l l y  u s a b l e  pover ty  measures .  The m a t e r i a l  c o n t a i n i n g  e s s e n t i a l  
s u p p o r t i n g  documentat ion f o r  t h i s  s t u d y  has  been assembled i n t o  t e c h n i c a l  
p a p e r s .  These have been w r i t t e n  t o  s t a n d  a l o n e  a s  complete t e c h n i c a l  t r e a t -  
ments of  s p e c i f i c  s u b j e c t s .  They may, t h e r e f o r e ,  be r e p e t i t i v e  when compared 
t o  one a n o t h e r  o r  t o  t h e  t e x t  of t h e  r e p o r t .  S i m i l a r l y ,  w i t h i n  t h e  t e x t  of  
t h e  r e p o r t ,  some redundancy may occur .  I n  both  c a s e s ,  t h e  r e p e t i t i o n  o f  
m a t e r i a l  was cons ide red  t o  be b e n e f i c i a l  from t h e  p o i n t  of  view of  complete- 
n e s s  and c l a r i t y  i n  t h e  t r e a t m e n t  of c e r t a i n  c o n c e p t s .  

T h i s  s t u d y  was performed under t h e  d i r e c t  guidance of  t h e  Pover ty  
S t u d i e s  Task Force of t h e  Subcommittee on t h e  Educat ion of t h e  Disadvantaged 
and M i n o r i t i e s ,  Federa l  Inter-Agency Committee on Educa t ion .  Techn ica l  
papers  a r e  being prepared a t  t h e  r e q u e s t  o f ,  under t h e  d i r e c t i o n  o f ,  and 
s u b j e c t  t o  r ev iew by t h e  Task Force members. The s t u d y  draws on m a t e r i a l  
i n  t h e s e  p a p e r s ,  some of which have no t  been completed a t  t h e  t ime of pub- 
l i s h i n g  t h i s  r e p o r t .  Some papers  a r e  p r i m a r i l y  t h e  work of  one o r  two 
pe rsons ;  t h e s e  a r e  a t t r i b u t e d  t o  t h e i r  a u t h o r s .  Others  r e s u l t  from t h e  
c o l l e c t i v e  inpu t  of Task Force members o r  a d v i s o r s  and no s p e c i f i c  a t t r i b u -  
t i o n  i s  g i v e n  o t h e r  than  t o  t h e  Task Force a s  a whole. 

Refe rences  r e l e v a n t  t o  t h i s  r e p o r t  a r e  too  numerous f o r  a  s e p a r a t e  
l i s t i n g .  One can r e f e r  t o  Techn ica l  Paper 111, " L i t e r a t u r e  Review and 
Annotated Bib l iography  of S t u d i e s  on t h e  Measurement of  Poverty" which 
c o n t a i n s  a  c o m p i l a t i o n  of  major s o u r c e s  and m a t e r i a l s .  Other p e r t i n e n t  
r e f e r e n c e s  a r e  c i t e d  throughout  t h e  r e p o r t  i n  f o o t n o t e s  and i n  t h e  i n d i v i d u a l  
t e c h n i c a l  papers .  The fo l lowing  l i s t i n g s  show members of t h e  Pover ty  S t u d i e s  
Task Force by a p p r o p r i a t e  F e d e r a l  depar tments  and a g e n c i e s ,  t h o s e  d e s e r v i n g  
s p e c i a l  t h a n k s ,  and t h e  t i t l e s  and a u t h o r s  of  t h e  t e c h n i c a l  papers .  
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EXECUTIVE SUMMARY 

The 1974 Amendments t o  t h e  Elementary and Secondary Educa t ion  Act 
i n c l u d e d  a  mandate t o  t h e  Department of  H e a l t h ,  Educa t ion ,  and Welfare  t o  
s t u d y  ways of  improving t h e  accuracy  and c u r r e n c y  of  t h e  p r e s e n t  measure 
of  pover ty  used i n  t h e  formula t h a t  a l l o c a t e s  funds a u t h o r i z e d  by T i t l e  I 
of  t h e  Act.  Th i s  i s  a  summary of t h e  r e p o r t  of t h a t  s t u d y .  

Poor pe r sons  l i v i n g  i n  t h e  United S t a t e s  i n  t h e  1970s a r e  r i c h  i n  
c o n t r a s t  t o  t h e i r  c o u n t e r p a r t s  i n  o t h e r  t imes  and p l a c e s .  They a r e  n o t  
poor i f  by poor is  meant t h e  s u b s i s t e n c e  l e v e l s  of  l i v i n g  common i n  some 
o t h e r  c o u n t r i e s .  Nor a r e  most poor l i k e  t h e i r  c o u n t e r p a r t s  i n  t h i s  c o u n t r y  
f i f t y  o r  one hundred y e a r s  ago. This  c o u n t r y  i s  concerned about p o v e r t y ,  
i t s  causes  and c o r r e l a t e s .  It i s  w i l l i n g  t o  r e l i e v e  t h e  pover ty  'of some 
of  t h e  poor and it wants t o  measure t h e  e f f e c t i v e n e s s  of  i t s  e f f o r t s  t o  
do s o .  None of t h i s  can be done wi thou t  some i d e a  of who i s  t o  be con- 
s i d e r e d  poor and who is  n o t .  

The r e p o r t  d e a l s  wi th  measuring t h e  c u r r e n t  s t a t u s  of t h e  poor r a t h e r  
than  wi th  t h e  causes  o r  s o l u t i o n s  t o  p o v e r t y . .  A f ami ly  is none t h e  l e s s  
poor f o r  having a r r i v e d  a t  t h a t  s t a t e  of  i t s  own accord .  S i m i l a r l y ,  t h e  
f a c t  t h a t  an i n d i v i d u a l  cou ld  wi th  modest and r e a s o n a b l e  e f f o r t  e scape  
from pover ty  has  no th ing  t o  do wi th  whether he i s  c u r r e n t l y  poor .  

The c u r r e n t  measure of  pover ty  used i n  t h e  a l l o c a t i o n  formula was 
o r i g i n a l l y  developed by b lo l l i e  Orshansky of  t h e  S o c i a l  S e c u r i t y  Adminis- 
t r a t i o n  i n  1964 and was, wi th  r e v i s i o n s ,  o f f i c i a l l y  adopted i n  1969 by 
t h e  O f f i c e  of  Management and Budget a s  t h e  F e d e r a l  Government's o f f i c i a l  
s t a t i s t i c a l  measure of  p o v e r t y .  The measure i s  b u i l t  around t h e  Department 
of  A g r i c u l t u r e ' s  economy food p lan  of  1961 and t h e  n a t i o n a l  ave rage  r a t i o  
of f a m i l y  food e x p e n d i t u r e s  t o  t o t a l  f ami ly  a f  t e r - t a x  income a s  measured 
i n  t h e  1955 Household Food Consumption Survey.  It c o n s i s t s  .of 124 s e p a r a t e  
pover ty  c u t o f f s  d i f f e r e n t i a t i n g  f a m i l i e s  by s i z e , . n u m b e r  of  c h i l d r e n ,  age  
and sex  of head ,  and farm o r  nonfarm r e s i d e n c e .  Tne c u t o f f s  a r e  updated 
a n n u a l l y  by changes i n  t h e  Consumer P r i c e  Index.  The weighted average  
pover ty  c u t o f f  f o r  a  nonfarm fami ly  of f o u r  i n  1974 was $5,038.  According 
t o  t h e  Census B u r e a u ' s  r e p o r t  based on t h e  March 1975 Cur ren t  P o p u l a t i o n  
Survey,  i n  1974 t h e r e  were approximate ly  24.3  m i l l i o n  p e r s o n s ,  o r  12 
p e r c e n t  of t h e  p o p u l a t i o n ,  poor by t h i s  d e f i n i t i o n .  

The Orshansky pover ty  d e f i n i t i o n  i s  wide ly  used t o  measure t h e  
n a t i o n ' s  p r o g r e s s  i n  r educ ing  t h e  e x t e n t  of  p o v e r t y .  It is  a l s o  used a s  
a  s t a t i s t i c a l  t o o l  t o  i d e n t i f y  t h e  t a r g e t  p o p u l a t i o n s  of  government programs 
t h a t  h e l p  t h e  f i n a n c i a l l y  needy and t o  e v a l u a t e  t h e  e f f e c t i v e n e s s  of  such 
programs. I n  r e c e n t  y e a r s  i t  has  been adapted f o r  a d m i n i s t r a t i v e  purposes .  
The T i t l e  I program of t h e  Elementary and Secondary E d ~ c a t i o n  Act p r o v i d e s  
one example of  i t s  a d m i n i s t r a t i v e  use .  A d i f f e r e n t  example is  i t s  use  i n  t h e  
Head S t a r t  program where it p l a y s  a  p a r t  i n  t h e  d e t e r m i n a t i o n  of  i n d i v i d u a l  
e l i g i b i l i t y  and t h e  amount of government b e n e f i t s  provided t o  b e n e f i c i a r i e s .  



The Orshansky m a t r i x  of  pover ty  t h r e s h o l d s  i s  n o t  t h e  o n l y  pover ty  
o r  low-income measure used f o r  s t a t i s t i c a l  and a d m i n i s t r a t i v e  purposes .  
Other  measures i n c l u d e  d o l l a r  c u t o f f s  unad jus ted  f o r  f ami ly  s i z e ;  v a r i o u s  
p e r c e n t i l e s  of t h e  income d i s t r i b u t i o n ;  and v a r i o u s  p e r c e n t a g e s  o f  median 
f a m i l y  income. These measures have advantages  and d i s a d v a n t a g e s  which 
v a r y  accord ing  t o  t h e  spec ' i f i c  s t a t i s t i c a l ,  a n a l y t i c a l ,  o r  a d m i n i s t r a t i v e  
purposes  i n t e n d e d .  Each h a s  s u b j e c t i v e  e lements  and l i m i t a t i o n s  due t o  
unreso lved  c o n c e p t u a l  problems o r  s c a r c i t y  of  d a t a .  

The s t u d y  examines ( 1 )  r e g i o n a l ,  c l i m a t i c ,  m e t r o p o l i t a n ,  u rban ,  
suburban ,  and r u r a l  d i f f e r e n c e s  i n  t h e  p o v e r t y  measure ,  ( 2 )  d i f f e r e n c e s  
due t o  f a m i l y  s i z e  and head of househo ld ,  and ( 3 )  t h e  a v a i l a b i l i t y  of 
s t a t e  and o t h e r  s u b n a t i o n a l  d a t a  more c u r r e n t  than  t h e  d e c e n n i a l  Census,  
i n c l u d i n g  c o s t  of l i v i n g ,  c o s t  of h o u s i n g ,  l a b o r  market  and job a v a i l -  
a b i l i t y ,  p r e v a i l i n g  wage r a t e s ,  unemployment r a t e s ,  income d i s t r i b u t i o n ,  
and t h e  e l i g i b i l i t y  c r i t e r i a  f o r  a i d  t o  f a m i l i e s  wi th  dependent c h i l d r e n  
(AFDC) under s t a t e  p l a n s  approved f o r  T i t l e  I V  of t h e  S o c i a l  S e c u r i t y  Ac t .  

The r e p o r t  reviews v a r i o u s  t o p i c s ;  major d i s c u s s i o n  a r e a s  a r e :  

1. Measures of pover ty  used f o r  n a t i o n a l  p o l i c y  purposes  r e q u i r e  
fundamental  s o c i a l ,  p o l i t i c a l ,  and e t h i c a l  judgments which should  
r e f l e c t  t h e  fo l lowing  c o n s i d e r a t  i o n s  : v a r y i n g  b e l i e f s  about t h e  
p roper  norms o r  s t a n d a r d s  of need which should  be adopted;  a  w e l l  
conceived purpose and reasoned use  of  t h e  measure o r  measures ;  
t h e  i m p l i c i t  government p o l i c y ,  t o  r e d i s t r i b u t e  income t o  o r  sub- 
s t a n t i a l l y  a s s i s t  t h o s e  below t h e  pover ty  l i n e ;  and t h e  n e c e s s i t y  
f o r  p e r i o d i c a l l y  r ev iewing  any pover ty  measure i n  l i g h t  of changed 
p e r c e p t i o n s  of need,  new d a t a ,  r e s o u r c e  l i m i t a t i o n s ,  changes i n  
t h e  demographic, composit  i o n ,  and s o c i a l  f a c t o r s .  

The o f f i c i a l  measure of pover ty  has  a  number of l i m i t a t i o n s ,  some 
of  which stem from t h e  f a c t .  t h a t  t h e r e  a r e  no commonly accep ted  
s t a n d a r d s  of need,  o t h e r  than  f o r  food;  even t h e  Department .of 
A g r i c u l t u r e ' s  measure of  t h i s  s t a n d a r d  is  approximate .  A m u l t i -  
p l i e r  which r e f l e c t s  t h e  average  r a t i o  of income t o  food consump- 
t i o n  i s  used a s  o n l y  a  rough measure of  nonfood r e q u i r e m e n t s .  I n  
a d d i t i o n  i t ,  a long  w i t h  o t h e r  measures d i s c u s s e d  i n  t h i s  s t u d y ,  
does  not  account  f o r  geograph ic  d i f f e r e n c e s  i n  t h e  c o s t  o f  l i v i n g  
o r  r e l a t i v e  p r i c e s .  Nor does  it change over  t ime wi th  changes i n  
t h e  s t a n d a r d  of l i v i n g ,  a l though  i t  i s  a d j u s t e d  f o r  changing p r i c e s  
t o  t h e  e x t e n t  they  a r e  c a p t u r e d  by t h e  Consumer P r i c e  Index.  

3 .  Various p r o p o s a l s  have been made t o  change t h e  o f f i c i a l  pover ty  
measure,. The most commonly d i s c u s s e d  i n c l u d e :  r e v i s i n g  i t  by 
us ing  a  more c u r r e n t  USDA 'food p lan  and r a t i o  o f  food e x p e n d i t u r e s  
t o  income from t h e  1965-66 Household Food Consumption Survey; 
s i m p l i f y i n g  i t  by removing t h e  d i s t i n c t i o n s  f o r  farm r e s i d e n c e ,  
sex  of head ,  or  p resence  of c h i l d r e n ;  making year- toyyear  changes 
th rough  a  p r i c e  index s p e c i a l l y  weighted f o r  poor pe r sons ;  

x x i i  



a d j u s t i n g  t h e  d e f i n i t i o n  o f  income f o r  a s s e t s ,  t a x e s ,  and home- 
produced goods and s e r v i c e s ;  and measuring t h e  e f f e c t  of  t h e  
s u b s i d y  programs which a r e  now more a v a i l a b l e  t o  t h e  poor than  
they  were when t h e  measure was d e r i v e d .  

4 .  There may be c o s t - o f - l i v i n g  d i f f e r e n c e s  between r e g i o n s ,  and 
among u rban ,  suburban,  and r u r a l  a r e a s ,  bu t  t h e  e x t e n t  and 
n a t u r e  of t h e s e  d i f f e r e n c e s  i s  d i f f i c u l t  t o  i d e n t i f y  a c c u r a t e l y .  
E x i s t i n g  s o u r c e s  of  d a t a  which a r e  bo th  a c c u r a t e  a t  t h e  s t a t e  
and l o c a l  l e v e l  and a v a i l a b l e  on a  t i m e l y  b a s i s  cannot  p rov ide  
a  r e l i a b l e  proxy measure of pover ty .  Because c o s t - o f - l i v i n g  
d i f f e r e n c e s  a c r o s s  a r e a s  a r e  not  s a t i s f a c t o r i l y  measured by 
e x i s t i n g  d a t a  and because t h e r e  i s  no agreement on t h e  method- 
o logy  f o r  making such an a d j u s t m e n t ,  no geographic  adjus tment  i n  
t h e  pover ty  t h r e s h o l d  i s  made i n  t h e  r e p o r t .  N e v e r t h e l e s s ,  even 
i n  t h e  absence of demonstra ted  c o s t - o f - l i v i n g  o r  p r i c e  d i f f e r -  
e n c e s ,  some b e l i e v e  t h a t  n a t i o n a l  programs could  c o n t a i n  p r o v i s i o n s  
t o  overcome problems which could  a r i s e  from t h e  e f f e c t s  of  l o c a l  
l a b o r  and housing m a r k e t s ,  l o c a l  e x t e n t  of p o v e r t y ,  o r  o t h e r  
s p e c i a l  c i r c u m s t a n c e s .  

5 .  The development of  a  pover ty  d e f i n i t i o n  based on a  f u l l y  
s p e c i f i e d  market  baske t  of  goods and s e r v i c e s  could  p rov ide  a  
b a s i s  f o r  v a r y i n g  t h e  t h r e s h o l d s  t o  account  f o r  d i f f e r e n c e s  i n  
need due t o  v a r i a t i o n  i n  family  s i z e  o r  composi t ion.  However, 
t h e  l a c k  of commonly accep ted  s t a n d a r d s  of  need makes it 
d i f f i c u l t  t o  c o n s t r u c t  a  s u i t a b l e  pover ty  l e v e l  market  b a s k e t .  
Equivalence  s c a l e s  used t o  a d j u s t  t h e  c u r r e n t  pover ty  t h r e s h o l d s  
f o r  f ami ly  s i z e  and composi t ion a r e  based p r i m a r i l y  on n u t r i -  
t i o n a l  r equ i rements  and a r e  not  f u l l y  s a t i s f a c t o r y .  A l t e r n a t i v e  
e q u i v a l e n c e  s c a l e s  a r e  examined i n  t h e  r e p o r t ,  bu t  t h e r e  i s  
d i sagreement  about t h e i r  v a l i d i t y  and i n  some c a s e s  t h e y  a r e  
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q u i t e  a r b i t r a r y  i n  t h e i r  c o n s t r u c t i o n .  S i m i l a r l y ,  t h e r e  a r e  no 
g e n e r a l l y  accep ted  t echn iques  f o r  a d j u s t i n g  pover ty  c u t o f f s  f o r  
o t h e r  demographic c h a r a c t e r i s t i c s  such a s  h e a l t h  s t a t u s  o r  
o c c u p a t i o n .  Unaddressed i s  t h e  q u e s t i o n  of  s t a n d a r d s  of pover ty  
f o r  t h e  working poor compared wi th  t h o s e  dependent l a r g e l y  on 
p u b l i c  programs f o r  s u p p o r t .  

S e v e r a l  f i n d i n g s  r e l a t e d  t o  changing t h e  d e f i n i t i o n  of p o v e r t y  
a r e  : 

1. Commonly proposed changes i n  t h e  d e f i n i t i o n  of pover ty  would r a i s e  
t h e  pover ty  c u t o f f s  and i n c r e a s e  t h e  number of persons  who would. be 
counted a s  poor.  However, t h e r e  have a l s o  been a  number of c r i t i c i s m s  
of t h e  way i n  which t h e  poor a r e  coun ted ,  which,  i f  v a l i d ,  sugges t  
t h a t  some persons  a r e  counted a s  poor who should  not  be .  Commonly 
proposed a l t e r a t i o n s  v a r y  from a  r e v i s i o n  of  t h e  c u r r e n t  d e f i n i -  
t i o n  on t h e  b a s i s  of more r e c e n t  f ami ly  consumption p a t t e r n s  t o  
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such e n t i r e l y  d i f f e r e n t  approaches  a s  s p e c i f y i n g  pover ty  i n  terms 
of some percen tage  o f  median income. Changes which lower t h e  
p o v e r t y - c o u n t ,  i f  t h e  p r e s e n t  pover ty  measure were not  changed,  
i n c l u d e  coun t ing  non-cash s u b s i d i e s  l i k e  food stamps a s  income 
and imputing income v a l u e  t o  wea l th  when i t  does  not  g e n e r a t e  
i n t e r e s t ,  d i v i d e n d s ,  o r  r e n t a l  income. 

I n c r e a s i n g .  ' t h e  pover ty  income c u t o f f s  r e s u l t s  no t  o n l y  i n  more 
pe r sons  and f a m i l i e s  being counted a s .  "poor , "  b u t  a l s o  i n  a  
s i g n i f i c a n t l y  d i f f e r e n t  compos i t ion  of  t h e  poor p o p u l a t i o n .  
I n c r e a s i n g  t h e  p o v e r t y  l i n e  r e s u l t s  i n  a  pover ty  popul 'a t ion w i t h  
p r o p o r t i o n a t e l y  more w h i t e s  t h a n  a t  p r e s e n t ,  more working poor ,  
an i n c r e a s e d  p r o p o r t i o n  of  f a m i l i e s  w i t h  a  male r a t h e r  t h a n  a  
female ,head, s l i g h t l y  h i g h e r  c o n c e n t r a t i o n s  of  t h e  e l d e r l y ,  and 
s l i g h t l y  .lower c o n c e n t r a t i o n s  o f  c h i l d r e n .  I t ' a l s o  causes  a  
r e l a t i v e  s h i f t  i n  t h e  p r o p o r t i o n a t e  s h a r e  o f  t h e  poor p o p u l a t i o n  
from t h e  Sou thern  f o  o t h e r  s t a t e s  and from l e s s  popu la ted  t o  more 
popu la ted  s t a t e s .  

3 .  Since  no accep ted  s t a n d a r d s  e x i s t  f o r  nonfood i t ems  (hous ing :  
c l o t h i n g ,  t r a n s p o r t a t i o n ,  e t c . ) ,  t h e  c u r r e n t  pover ty  t h r e s h o l d  
i s  d e r i v e d  by assuming t h a t  t h e  a p p r o p r i a t e  r a t i o  of  e x p e n d i t u r e s  
on nonfood i t ems  t o  e x p e n d i t u r e s  on food would be . t h a t  observed 
on t h e  average  i n  t h e  Uni ted  S t a t e s .  Based on more r e c e n t  house- 
hold  food consumption d a t a ,  t h e  average  p r o p o r t i o n  of  income 
devoted t o  nonfood i t ems  and t h e  corres 'ponding m u l t i p l i e r  t o  'be 
a p p l i e d  t o  food c o s t s  a r e  h i g h e r  than  i n  ' t h e  c u r r e n t  po.verty 
measure.  Arguments have been made bo th  f o r  i n c r e a s i n g  and de- 
c r e a s i n g  t h e  m u l t i p l i e r .  ~ h e s e  a r e  r e l a t e d  t o :  t h e  assumpt ion 
t h a t  food e x p e n d i t u r e s  must not  exceed t h e  measured n a t i o n a l  
ave rage  p r o p o r t i o n  o f  t o t a l  income s p e n t  on food ;  d i f f e r e n c e s  i n  
t h e  s t a t i s t i c a l  bases  for.  c a l c u l a t i n g  t h e  m u l t i p l i e r ;  and t h e  
income d e f i n i t i o n  t o  be used.  . 

Under t h e  o f f i c i a l  pover ty  measurement sys tem .(when backhated 
by t h e  consumer P r i c e  I n d e x ) ,  t h e  number of poor f a m i l i e s  was' 
reduced from 18'.5 percent '  i n  1959 t o  9 .2  p e r c e n t  d u r i n g  1974. 
Rev i s ing ,  t h e  o f f i c i a l  p o v e r t y  l i n e  on t h e ,  b a s i s  of  c u r r e n t  
n u t r i t i o n  s t a n d a r d s ,  food p l a n s ,  food p r i c e s ,  and a  h i g h e r  . 

m u l t i p l i e r  r e f l e c t i n g  more r e c e n t  o v e r a l l  consumption .da ta  would 
r a i s e  t h e  pover ty  l i n e  i n  r e a l  terms and . l e s s e n  t h e  amount o f  
p r o g r e s s  shown i n  reduc ing  t h e  e x t e n t  of  pover ty .  A p o v e r t y  l i n e  
based on 50 p e r c e n t  of  n a t i o n a l  median f a m i l y  income would . 
c o n s i s t e n t l y  show about 19 p e r c e n t  of  a l l  f a m i l i e s  a s  poor o v e r  
t h e  p a s t  f i f t e e n  y e a r s ,  a l t h o u g h  a t  eve r  h i g h e r  r e a l  income 
l e v e l s .  

In-kind b e n e f i t s  from government and p r i v a t e  s o u r c e s  have grown 
s h a r p l y  d u r i n g  t h e  p a s t  decade: Empi r i ca l  ev idence  f o r  1974 and 
s e v e r a l  e a r l i e r  y e a r s  i n d i c a t e s  t h a t ,  i f  food stamps were inc luded  
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a s  income and i f  t h e  pover ty  t h r e s h o l d s  were no t  changed,  about 
5 t o  15 p e r c e n t  of  t h e  poor (depending on t h e  method of v a l u a t i o n  
used)  would no longer  be counted a s  poor .  The number of  poor 
c h i l d r e n  would be reduced more s i g n i f i c a n t l y  than  o t h e r  groups  of  
poor pe r sons .  I n c l u s i o n  of  t h e  v a l u e  of  o t h e r  in-kind s u b s i d i e s  
such as  .housing and h e a l t h  i n s u r a n c e  would a l s o  reduce  t h e  number 
of  poor counted by t h e  p r e s e n t  measure i f  t h e  pover ty  t h r e s h o l d s  
were no t  changed. However, i f  t h e  l o g i c  of  t h e , e x i s t i n g  measure 
i s  m a i n t a i n e d ,  t h e  r a t i o  of  a f t e r - t a x  income t o  food e x p e n d i t u r e s  
which is used i n  computing t h e  pover ty  t h r e s h o l d s  might be 

' 

a l t e r e d .  Although it is  d i f f i c u l t  t o  a g r e e  on what v a l u e  of in-  
k ind b e n e f i t s  t o  i n c l u d e  a s  income, f a i l u r e  t o  do s o  exc ludes  some 
o f  t h e  f a s t e s t  growing s o u r c e s  of  income i n  t h e  economy. 

6 .  Addi t ion  of  u n r e a l i z e d  o r  imputed income from a s s e t s  ( o r  even 
a d d i t i o n  of s t o c k  of  a s s e t s )  t o  c u r r e n t  income w i l l  a l s o  reduce  
t h e  count of t h e  poor i f  t h e  pover ty  t h r e s h o l d s  a r e  n o t  changed.  
The most d ramat ic  r e d u c t i o n  w i l l  occur  f o r  t h e  se l f -employed,  t h e  
aged,  w h i t e s ,  and o t h e r  groups  i n  which t h e  average  n e t  worth i s  
h i g h e r  than  it is  f o r  t h e  popu la t ion ,  a s  a  whole. However, many 
of  t h e  poor .have no s i z a b l e  a s s e t s .  Fur thermore ,  i f  t h e  p o v e r t y  
d e f i n i t i o n  were r e v i s e d  m a i n t a i n i n g  i t s  c u r r e n t  l o g i c ,  whether 
t h e  number of poor would i n c r e a s e  o r  d e c r e a s e  would depend on t h e  
d i s t r i b u t i o n  of such imputed income. 

F ind ings  r e l a t e d  t o  programs a r e :  

7 .  Except f o r  a  few programs, l i k e  c h i l d  n u t r i t i o n  and food s tamps,  
' . r a i s i n g  t h e  pover ty  l i n e  ( o r  lower ing i t )  need no t  i n  i t s e l f  

inc reas ' e  ( o r  d e c r e a s e )  t h e  F e d e r a l  b u d g e t ,  ' s i n c e  i n  most programs 
a  f i x e d  amount of F e d e r a l  funds i s  d i s t r i b u t e d .  F e d e r a l  r evenues  
a r e  l i n k e d  t o  t h e  pover ty  l i n e  t o  some e x t e n t  through t h e  minimum 
s t a n d a r d  deduc t ion  f o r  income t a x e s .  The primary a d m i n i s t r a t i v e  
e f f e c t  of changing t h e  pover ty  l i n e  ( i f  a d m i n i s t r a t i v e  g u i d e l i n e s  
were t o  be s i m i l a r l y  changed) i s  no t  n e c e s s a r i l y  a  q u e s t i o n  o f  
how much F e d e r a l  money w i l l  be a p p r o p r i a t e d  f o r  t h e  poor a s  o f  
which -- low-income persons  o r  a r e a s  w i l l  r e c e i v e  t h e  a p p r o p r i a t e d  

. funds .  

8 .  With r e s p e c t  t o  T i t l e  I of  t h e  Elementary  and Secondary Educa t ion  
A c t ,  o t h e r  e lements  of t h e  d i s t r i b u t i o n  fo rmula ,  such a s  t h e  
i n d i v i d u a l  s t a t e s '  pe r -pup i l  e x p e n d i t u r e  r a t e s ,  t h e  s i z e  of  t h e i r  
AFDC p o p u l a t i o n s ,  t h e  ' 'hold ha rmless"  p r o v i s i o n ,  and t h e  f a i l u r e  
t o  update  t h e  c o u n t . o f  c h i l d r e n  i n  pover ty  between t h e  d e c e n n i a l  
Censuses ,  a l s o  have a  s i g n i f i c a n t  e f f e c t  on t h e  p r o p o r t i o n a t e  
s h a r e  of funds which each s t a t e  r e c e i v e s .  I f  t h e  funds were 
d i s t r i b u t e d  s o l e l y  o n ' t h e  b a s i s  of t h e  number of poor c h i l d r e n ,  
t h e  d i s t r i b u t i o n a l  e f f e c t s  would be much s h a r p e r  than  t h o s e  
produced by any r e a s o n a b l e  change i n  t h e  pover ty  t h r e s h o l d s  u s i n g  
t h e  c u r r e n t  formula of  a l l o c a t i o n  of  T i t l e  I funds .  
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T h i s  r e p o r t  does not  recommend any p a r t i c u l a r  changes i n  pover ty  
measurement o r  concep t .  It shows t h a t  t h e r e  a r e  many a l t e r n a t i v e s  p o s s i b l e ,  
each wi th  i t s  own advantages  and d i s a d v a n t a g e s .  U n f o r t u n a t e l y ,  many of t h e  
more c o n c e p t u a l l y  d e s i r a b l e  changes a r e  among t h e  most d i f f i c u l t  t o  imple- 
ment. There a r e  o p t i o n s  t h a t  would i n c r e a s e  t h e  pover ty  c o u n t ;  t h e r e  a r e  
e q u a l l y  v a l i d  changes t h a t  would reduce  i t .  It can be concluded t h a t  any 
pover ty  d e f i n i t i o n  may be s u b j e c t  t o  v a l i d  c r i t i c i s m ,  and t h a t  any d e f i n i -  
t i o n  i s  i n h e r e n t l y  v a l u e  l aden .  N e v e r t h e l e s s ,  t h e r e  i s  an advantage i n  t h e  
con t inued  p u b l i c a t i o n  of an o f f i c i a l  s t a t i s t i c a l  s e r i e s  of  a  pover ty  measure 
a s  an index  of n a t i o n a l  achievement i n  r e d u c i n g  t h e  e x t e n t  of  p o v e r t y .  
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INTRODUCTION 

Poor pe r sons  l i v i n g  i n  t h e  Uni ted  S t a t e s  i n  t h e  1970s a r e  r i c h  i n  con- 
t r a s t  t o  t h e i r  c o u n t e r p a r t s  i n  o t h e r  t imes  and p l a c e s .  They a r e  no t  poor  
i f  by poor i s  meant t h e  s u b s i s t e n c e  l e v e l s  of  l i v i n g  common i n  some o t h e r  
c o u n t r i e s .  Nor a r e  most poor l i k e  t h e i r  c o u n t e r p a r t s  i n  t h i s  c o u n t r y  f i f t y  
o r  one,  hundred y e a r s  ago. Th i s  b e i n g  s o ,  why worry about pover ty  and i t s  
measure? The s imple  answer i s  t h a t  t h i s  c o u n t r y  i s  concerned about p o v e r t y ,  
i t s  c a u s e s  and c o r y e l a t e s .  It i s  w i l l i n g  t o  r e l i e v e  t h e  pover ty  of some 

. o f  t h e  poor  and i t  wants  t o  measure t h e  e f f e c t i v e n e s s  of i t s  e f f o r t s  t o  d o  
so. None of t h i s  can be done wi thou t  some i d e a  of who i s  t o  be c o n s i d e r e d  
poor  and who i s  n o t .  

It migh t  appear  a  s imple  m a t t e r  t o  d e f i n e  and measure pover ty .  A f t e r  
a l l ,  i t  i s  e a s y  t o  d e s c r i b e  a  h y p o t h e t i c a l  s i t u a t i o n  wi th  terms so h a r s h  
and s t r i n g e n t  t h a t  most pe r sons  w i l l  a g r e e  they  d e n o t e  pover ty .  But agree-  
ment t h a t  a l l  persons  a t  and below some l e v e l  a r e  poor does  no t  c o n s t i t u t e  
agreement t h a t  pe r sons  above i t  a r e  n o t  poor.  Pover ty  i s  n o t  a n  "e i the r -o r"  
s t a t e  o r  c o n d i t i o n ;  i t  i s  a l s o  a  m a t t e r  of degree .  

Human be ings  v a r y  i n  p h y s i c a l  and menta l  a b i l i t y .  Some a r e  favored 
wi th  b e t t e r  p h y s i c a l  o r  men ta l  h e a l t h  t h a n  o t h e r s .  The i r  t a s t e s  d i f f e r  
and some s u f f e r  more f r o m  chance o r  bad l u c k  t h a n  o t h e r s .  Moreover, a l l  
r e l a t i o n s h i p s  i n v o l v i n g  human b e i n g s  a r e  c o n t i n u o u s  and have no s h a r p ,  
obv ious  d i v i d i n g  l i n e s .  Thus,  a l l  pover ty  t h r e s h o l d s  a r e  n e c e s s a r i l y  sub- 
j e c t i v e  no m a t t e r  how o b j e c t i v e  t h e  e m p i r i c a l  d a t a  used t o  d e r i v e  them a r e .  
A p o i n t  d i v i d i n g  a  continuum i s  i n h e r e n t l y  s u b j e c t i v e  s i n c e  one can always 
a r g u e .  t h a t  t h e  p o i n t  ought t o  be  a  l i t t l e  f u r t h e r  t o  t h e  r i g h t  o r  t o  t h e  
l e f t .  

P o l i c y  i s s u e s  and c a u s a l i t y  o f t e n ,  g e t  mixed up w i t h  t h e  d e f i n i t i o n  of 
pover ty .  Many people  b e l i e v e  t h a t  poor people a r e  people  who dese rve  some- 
t h i n g ,  sympathy drily p e r h a p s ,  b u t  p o s s i b l y  some kind of a s s i s t a n c e .  Thus, 
when i t  i s  s a i d  t h a t  pe r sons  of  a  g iven type a r e  not  poor ,  what may be meant 
i s  t h a t  they  d o  no t  d e s e r v e  h e l p  o r  sympathy. And, when i t  i s  s a i d  t h a t  
somebody i s  n o t  " t h a t  poor ,"  what may be meant i s  t h a t  t h a t  someone does  n o t  
d e s e r v e  " t h a t "  much h e l p .  The f e e l i n g  t h a t  poor people  n e c e s s a r i l y  d e s e r v e  
h e l p  i n e v i t a b l y  l e a d s  t o  d e f i n i t i o n s -  of pover ty  which r e f l e c t  programmatic 
and p o l i c y  i s s u e s .  The d e f i n i t i o n  of pover ty  i s  e a s i l y  confound,ed by 
i n s t i l l i n g  i n t o  i t  a  concern  about t h e  i n c e n t i v e  e f f e c t s  of some program 
presumed t o  r e l i e v e .  pover ty .  

Whether and which of t h e  poor  dese rve  something from t h e  r e s t  i s  es-  
s e n t i a l l y  a  moral o r  e t h i c a l  q u e s t i o n .  How much t h e y  dese rve  i s  p a r t l y  sub- 
j e c t i v e  and p a r t l y  e t h i c a l .  How and whether  they  g e t  i t  i n v o l v e s  p r a c t i c a l ,  
economic,  p o l i t i c a l  and a  h o s t  of o t h e r  i s s u e s .  Who i s  poor and who i s  n o t  
a r e  c a n p l e t e l y  s u b j e c t i v e  q u e s t i o n s .  None the less ,  t h e  concept  of pover ty  
can  b e ,  i s ,  and should  be  d e f i n e d  wi thou t  r e f e r e n c e  t o  c a u s e ,  r e s p o n s i b i l i t y ,  
o r  p o t e n t i a l  a n t i - p o v e r t y  programs. It i s  p r e c i s e l y  because  e t h i c a l  and 



s u b j e c t i v e  c o n s i d e r a t i o n s  i n e v i t a b l y  e n t e r  i n t o  d i s c u s s i o n s  of pover ty  t h a t  
t h i s  i s  i m p o r t a n t .  Such c o n s i d e r a t i o n s  make t h e  d i s c u s s i o n  more complex 
and t h e  i s s u e s  more, d i f f i c u l t  t o  r e s o l v e .  

The d i c t i o n a r y  a s s i g n s  t o  t h e  word pover ty  a  l i m i t e d  i f  i m p r e c i s e  
meaning: l a c k  of money o r  p e r s o n a l  p o s s e s s i o n s .  However, even a  c u r s o r y  
review of t h e  l i t e r a t u r e  on pover ty  r e v e a l s  t h a t  f o r  many people  t h e  word 
h a s  c o n n o t a t i o n s  broader  o r  more narrow t h a n  t h e  d i c t i o n a r y  d e f i n i t i o n .  
For example,  t h e  d i c t i o n a r y  does no t  l i m i t  -pover ty  t o  a  c o n d i t i o n  a r r i v e d  
a t  o r  remained i n  i n v o l u n t a r i l y .  A f a m i l y  i s  none t h e  l e s s  poor f o r  hav ing  
a r r i v e d  a t  t h a t  s t a t e  of i t s  own accord .  S i m i l a r l y ,  t h e  f a c t  t h a t  an i n d i -  
v i d u a l  could  wi th  modest and r e a s o n a b l e  e f f o r t  e scape  from pover ty  has  noth- 
ing  t o  do wi th  whether he is  c u r r e n t l y  poor.  

I f  pover ty  i s  t h e  l a c k  of money o r  p e r s o n a l  p o s s e s s i o n s ,  t h e n  pover ty  
must be measured wi th  a  s c a l e  of money and p e r s o n a l  p o s s e s s i o n s .  The s c a l e  
i t s e l f  does  no t  d e f i n e  pover ty  s i n c e  o n l y  a t  t h e  v e r y  t o p  can i t  be s a i d  
t h a t  t h e r e  i s  no p o v e r t y ;  e v e r y  p l a c e  e l s e  t h e r e  i s  pover ty  r e l a t i v e  t o  
some o t h e r  p l a c e  excep t  f o r  t h e  v e r y  bottom where t h e r e  i s  complete pover ty .  
To say  t h a t  someone i s  poor merely  because  he occup ies  a  p l a c e  lower on t h e  
s c a l e ' t h a n  someone e l s e  ( r e g a r d l e s s  of t h e  c o m p l e x i t i e s  r e q u i r e d  t o  make 
such a  s t a t e m e n t )  is  not a  s u f f i c i e n t  d e f i n i t i o n .  To say  t h a t  someone i s  
poor ,  t h e n ,  must be t o  say  t h a t  he l a c k s  t h e  money o r  p o s s e s s i o n s  n e c e s s a r y  
t o  o b t a i n  some s t a t e  o r  c o n d i t i o n .  A pover ty  t h r e s h o l d  is  t h e  p o i n t  on t h e  
s c a l e  of pover ty  below which people  a r e  deemed i n c a p a b l e  of a c h i e v i n g  t h i s  
d e f i n e d  s t a t e ;  ,it h a s  no i n t r i n s i c  meaning a p a r t  from t h e  s t a t e  o r  c o n d i t i o n  
i t  i s  meant t o  d e l i m i t .  . 

Most people  have an i n t u i t i v e  n o t i o n  t h a t  t h e r e  i s  a  subgroup of t h e  
p o p u l a t i o n  t h a t  is  poor ;  t h e  'term " t h e  poor" can be used r e p e a t e d l y  w i t h o u t  
d e f i n i t i o n .  But t h e  c r i t e r i a  by which people  d i s t i n g u i s h  t h e  poor f rom.  
t h e  r e s t  a r e  a lmost  i n e v i t a b l y  c i r c u l a r  i n  r eason ing :  t h e  poor a r e  peop le  
who behave l i k e  poor people .  Th i s  c i r c u l a r  r e a s o n i n g  i s  hard  t o  avo id .  
I n  g e n e r a l  we a l l  t a k e  " the  poor" t o  be pe r sons  on t h e  lower end of t h e  
measure of poverty;  But how do we d e c i d e  how f a r  down? Where i s  t h e  pover ty  
t h r e s h o l d ?  What is  t h e  s t a t e  of being poor? 

The f u r t h e r  down on t h e  s c a l e  of p o v e r t y ,  t h a t  i s ,  t h e  c l o s e r  one 
. approaches  mere p h y s i c a l  s u b s i s t e n c e :  o r  t h e  more l i m i t e d  t h e  degree  of  , 

consumer c h o i c e  assumed, t h e  more l i k e l y  i t  i s  t h a t  t h e r e  w i l l  be agreement 
t h a t  people  t h e r e  and below a r e  "poor ." This  is  so because  t h e r e  a r e  sev- 
e r a l ,  perhaps  many, p o s s i b l e  s e n s e s  of t h e  word poor and persons  on t h e  lower 
end of t h e  measure a r e  more l i k e l y  t o  f i t  one of t h e s e  s e n s e s  than  pe r sons  
f u r t h e r ,  up. Because of t h i s ,  it i s  t empt ing  t o  t h i n k  t h a t  t h e r e  i s  a  con- 
s e n s u s  pover ty  t h r e s h o l d ,  a  p o i n t  on t h e  s c a l e  of pover ty  below which peop le  
would be c o n s i d e r e d  poor by a lmost  everyone.  None the less ,  it i s  u n l i k e l y  
t h a t  a  measure of pover ty  can be developed which w i l l  s e r v e  e q u a l l y  w e l l  
f o r  a l l  purposes .  Pover ty  can be d e f i n e d  i n  t h e  a b s t r a c t  bu t  whether someone 
i s  t o  be cons ide red  poor u l t i m a t e l y  depends on who is  ask ing  t h e  q u e s t i o n  and 
why he wants t o  know. Moreover, some measures s u g g e s t  a  r equ i rement  o r  a  



need t h a t  l a s t s  j u s t  f o r  a  b r i e f  t ime b u t  o t h e r s  r e l a t e  t o  a  phase o r  t ime 
of l i f e  and o t h e r s  could  app ly  them over  an e n t i r e  l i f e t i m e .  Persons  t u r n e d  
away from h o s p i t a l  emergency c l i n i c s  because  they  had n e i t h e r  c a s h  n o r  
ev idence  of i n s u r a n c e  know one meaning of pover ty .  People who never  have 
q u i t e  enough t o  make ends  meet know a n o t h e r .  

Exper t s  d i s c u s s i n g  pover ty  have d i s t i n g u i s h e d  between a b s o l u t e  and 
r e l a t i v e  t h r e s h o l d s .  An a b s o l u t e  t h r e s h o l d  i s  a  f i x e d  bundle  of goods 
and s e r v i c e s  t h a t  does  n o t  v a r y  i n  mix ,  q u a n t i t y  o r  q u a l i t y  r e g a r d l e s s  
of  when ,or where i t  a p p l i e d .  R e l a t i v e  pover ty  changes  d i r e c t l y  w i t h  
p r e v a i l i n g  income. One reason  f o r  t h e  focus  on a b s o l u t e  v e r s u s  r e l a t i v e  
pover ty  t h r e s h o l d s  i s  t o  show t h a t  t h e  l e v e l  of l i v i n g  a s s o c i a t e d  w i t h  be ing  
poor v a r i e s  over  t ime and from p l a c e  t o  p lace .  

People  have d i f f e r e n t  l i v i n g  a r rangements ,  t h e y  f a c e  d i f f e r e n t  c i r -  
cumstances ,  l i v e  i n  d i f f e r e n t  p l a c e s  and have d i f f e r e n t  k inds  of p r e f e r e n c e s  
and p o s s e s s i o n s .  These d i f f e r e n c e s  c r e a t e  s u b s t a n t i a l  problems i n  d e t e r -  
mining whether two pe rsons  a r e  e q u a l l y  poor o r  i n  measur ing t h e  d i f f e r e n c e  
i n  t h e i r  pover ty .  I n  some c a s e s ,  t h e y  may i n v o l v e  m a t t e r s  . o f  t a s t e  which 
means t h a t  p r e c i s e  measurement i s  imposs ib le .  Such d i f f e r e n c e s  a f f e c t  b o t h  
t h e  d e t e r m i n a t i o n  of where on t h e  pover ty  s c a l e  a  pe r son  be longs  and t h e  
p a r t i c u l a r  pover ty  t h r e s h o l d  t o  app ly  t o  him. 

The problems of  measur ing pover ty  a r e  t h e  s u b j e c t  of t h i s  r e p o r t .  
Chapter  I ,  The F e d e r a l  P o v e r t y  D e f i n i t i o n ,  p rov ides  t h e  background f o r  t h e  
s tudy .  I t  b r i e f l y  d i s c u s s e s  t h e  purposes  of a  F e d e r a l  pover ty  measurement 
sys tem,  g i v e s  a  b r i e f  h i s t o r y  of t h e  c u r r e n t  o f f i c i a l  pover ty  l i n e ,  d e s c r i b e s  
i t s  c o n s t r u c t i o n  i n  d e t a i l ,  i d e n t i f i e s  a v a i l a b l e  s t a t i s t i c a l  s e r i e s  on t h e  
number of  poor pe r sons  and t h e i r  l i m i t a t i o n s ,  and d e s c r i b e s  t h e  v a r i o u s  
c u r r e n t  a d m i n i s t r a t i , v e  and l e g i s l a t i v e  usages  of pover ty  terminology.  As a  
whole i t  i n t r o d u c e s  t h e  key e m p i r i c a l  i s s u e s  connected wi th  t h e  c u r r e n t  
pover ty  measurement system t o  which t h i s  r e p o r t  i s  addressed .  

Chapter  11, Concepts of  Pover ty  .Measurement, d e s c r i b e s  t h e  c o n c e p t s  
i m p l i c i t  i n  a  pover ty  d e f i n i t i o n .  It e x p l o r e s  some a1 t e r n a t i v e  c o n c e p t u a l  
d e f i n i t i o n s  of pover ty  a s  w e l l  a s  some t h e o r e t i c a l  d i f f i c u l t i e s  wi th  de- 
f i n i n g  s t a n d a r d s  of  need ,  w i t h  c o n s t r u c t i n g  e q u i v a l e n c e  s c a l e s  f o r  f ami ly  
s i z e  and composit  ion  a c r o s s  geograph ic  a r e a s  and over t ime , with  measur ing 
t o t a l  r e s o u r c e s  a v a i l a b i l i t y ,  and w i t h  employing o t h e r  normat ive  measures .  

Chapter  111, Data  A v a i l a b i l i t y  and L i m i t a t i o n s ,  d e s c r i b e s  b o t h  t h e  
a v a i l a b i l i t y  a(nd l i m i t a t i o n s  of e x i s t i n g  . d a t a  f o r  making more c u r r e n t  and 
a c c u r a t e  d e t e r m i n a t i o n  of p o v e r t y  measures and e s t i m a t i n g  numbers of t h e  
poor  once d e f i n e d .  The f o c u s  i s  on d a t a  s o u r c e s . r e l e v a n t  t o  upda t ing  and 
modifying t h e  c u r r e n t  Orshansky measure ,  a l though  d a t a  s o u r c e s  t h a t  cou ld  
pe rmi t  deve lop ing  o t h e r  k i n d s  of  measures  a r e  a l s o  reviewed.  

Chapter  I V Y  C o n s t r u c t i n g  P o v e r t y  D e f i n i t i o n s ,  e x p l a i n s  t h e  k inds  of 
pover ty  measures  which can  p r e s e n t l y  be  c o n s t r u c t e d  us ing  a v a i l a b l e  d a t a  
and known c o n c e p t u a l  frameworks. It a l s o  d i s p l a y s  t h e  a v a i l a b l e  ev idence  



f o r  some c o n c e p t s  even when t h e  d a t a  o r  t h e o r e t i c a l  c o n s t r u c t s  a r e  not  
adequate  f o r  deve lop ing  an a l t e r n a t i v e  me,asure now. 

Chap te r  V ,  A l t e r n a t i v e  Pover ty  Counts Based on A v a i l a b l e  D a t a ,  des-  
c r i b e s  a l t e r n a t i v e  measures which a r e  p o s s i b l e  us ing  e x i s t i n g  d a t a ,  i n d i -  
c a t i n g  what t h e  number and demographic c h a r a c t e r i s t i c s  of  t h o s e  counted 
a s  poor would be under each.. A l l  a l t e r n a t i v e  d e f i n i t i o n s  a r e  based on 
s t r a i g h t  forward s i m p l i f i c a t i o n s  o r  a d a p t a t i o n s  of t h e  o f f i c i a l  F e d e r a l  
s t a t i s t i c a l  d e f i n i t i o n  o r  on r e a d i l y  a v a i l a b l e  income 8a . ta .  The a l t e r n a -  
t i v e s  have been chosen t o  i l l u s t r a t e  common usages  o; concep t s .  Some of  
them a r e  no t  recommended f o r  adop t ion  w i t h i n  F e d e r a l  programs. 

Chap te r  V I ,  A n a l y t i c  and S t a t i s t i c a l  Agenda, o u t l i n e s  t h e  k i n d s  and 
scope of r e s e a r c h  and s u r v e y  a c t i v i t i e s  which could  l e a d  t o  improved methods 
o f  measur ing pover ty .  Time, c o s t ,  and u t i l i t y  a r e  d i s c u s s e d  i n  r e l a t i o n  . 

4 
t o  p a r t i c u l a r  r e s e a r c h  and s t a t i s t i c a l  programs. The i n t e r r e l a t i o n s h i p  
among major  s u r v e y s ,  and n e c e s s a r y  .p lann ing  around i t ,  i s  a l s o  covered.  

Chapter  V I I ,  Program Impact ,  d e s c r i b e s  t h e  impact of  t h e  a l t e r n a t i v e  
pover ty  i n d e x e s  (developed i n  Chap te r  V) o n  Fed.eral p o v e r t y - r e l a t e d  pro- 
grams, p a r t i c u l a r l y  on t h e  a l l o c a t i o n  of funds  under T i . t l e  I of t h e  Elemen- 
t a r y  and Secondary Educa t ion  Act .  



L THE FEDERAL POVERTY DEFINITION - HISTORY AND APPLICATIONS 

This  s tudy '  d e a l s  wi th  t h e  F e d e r a l  government 's  pover ty  measure.  As 
r e q u i r e d  by P u b l i c  Law 93-380, s e c t i o n  823,  t h e  s t u d y  i s  aimed s p e c i f i c a l l y  
a t  t h e  measure of pover ty  used i n  t h e  program of  f i n a n c i a l  a s s i s t a n c e  
a u t h o r i z e d  by T i t l e  I of  t h e  Elementary and Secondary Educa t ion  Act of 1965. 
T h i s  measure i s  t h e  F e d e r a l  government ' s  o f f i c i a l  s t a t i s t i c a l  pover ty  index ,  
and any recommendations concern ing  t h e  index w i l l  a f f e c t  a l l  o t h e r  programs 
which use i t .  T h e r e f o r e ,  b e f o r e  examining i t s  a p p l i c a t i o n s  t o  t h e  T i t l e  I 
e d u c a t i o n  program, i t  i s  i n s t r u c t i v e  t o  look a t  t h e  c o n c e p t s  and background 
under ly ing  t h i s  measurement system. 

T h i s  c h a p t e r  d e s c r i b e s  t h e  fundamental f e a t u r e s  of t h e  F e d e r a l  pover ty  
l i n e .  F i r s t ,  i t  reviews t h e  main h i s t o r i c a l  e v e n t s  l e a d i n g  t o  a d o p t i o n ,  by 
t h e  Bureau of t h e  Budget,  o f  t h e  Orshansky pover ty  index a s  t h d  o f f i c i a l  
F e d e r a l  s t a t i s t i c a l  pover ty  d e f i n i t i o n .  Second, i t  d e s c r i b e s  t h e  economic 
c o n c e p t s  under ly ing  t h e  index and t h e  d a t a  s u p p o r t i n g  i t s  c o n s t r u c t i o n .  
T h i r d ,  i t  summarizes t h e  major s t a t i s t i c a l  s e r i e s  p u b l i s h e d  by t h e  Census 
Bureau t h a t  a r e  based on t h e  pover ty  l i n e .  The f i n a l  s e c t i o n  summarizes t h e  
most common a d m i n i s t r a t i v e  and l e g i s l a t i v e  usages  of t h e  Orshansky pover ty  
measure ( a s  w e l l  a s  of o t h e r  measures  t h a t  d e f i n e  low income o r  p o v e r t y ) .  

I 

As a  whole,  t h i s  c h a p t e r  i d e n t i f i e s  t h e  major i s s u e s  t h a t  need t o  be  
r e s o l v e d  i n  meet ing t h e  r e q u i r e m e n t s  of s e c t i o n  823. The remainder  of t h e  
r e p o r t  focuses  on t h e  r e s o l u t i o n  of t h e s e  i s s u e s .  

History 

Concern w i t h  d e f i n i n g  which pe r sons  and groups  a r e  poor g o e s  back a s  
f a r  a s  t h e  mid-n ine teen th  c e n t u r y .  Congress h a s ,  from t ime t o  t i m e ,  commis- 
s ioned r e p o r t s  o n  t h e  number of low-income f a m i l i e s ,  t h e i r  c h a r a c t e r i s t i c s  
and t h e i r  problems. 1/ Var ious  F e d e r a l  ,agencies  have e s t a b l i s h e d  data-gath-  
e r i n g ' a c t i v i t i e s  witT a  view toward s e t t i n g  s t a n d a r d s  of  need i n  c o n n e c t i o n  
wi th  s p e c i f i c  programs. Some s t u d i e s  analyzed p a t t e r n s  of  e x p e n d i t u r e ,  b u t  
t h e r e  was n o  o f f i c i a l  s t a t i s t i c a l  pover ty  measure  u n t i l  t h e  mid-1960s. The 
"War on Pover ty"  was announced January  8 ,  1964,  i n  t h e  p r e s i d e n t ' s  Annual 
Message t o  t h e  Congress  on t h e  s t a t e  of t h e  Union. I n  o r d e r  t o  i n d i c a t e  
t h e  number and t y p e s  of f a m i l i e s  t h a t  might be c l a s s i f i e d  a s  "poor" under 
t h e  v a r i o u s  new a n t i - p o v e r t y  programs, t h e  Counci l  of Economic Advisors  
(cEA), i n  i t s  Annual Repor t  1964 i s s u e d  i n  January  of t h a t  y e a r ,  d e s i g n a t e d  
a s  poor any f a m i l y  of  two o r  more pe r sons  w i t h  a n  annual income of  l e s s  
t h a n  $3,000 o r  any person l i v i n g  a l o n e  ( o r  wi th  n o n r e l a t i v e s  o n l y )  on l e s s  
t h a n  $1,500.  I n  a s s i g n i n g  t h e s e  a s  t h e  c r i t i c a l  t h r e s h o l d s ,  t h e  Counci l  
c i t e d  a  S o c i a l  S e c u r i t y  A d m i n i s t r a t i o n  (SSA) s t u d y  appear ing  i n  t h e  J u l y  
1963 S o c i a l  S e c u r i t y  B u l l e t i n  which e s t i m a t e d  $3,165 a s  t h e  minimum income 
needed ( i n  1961) f o r  a nonfarm fami ly  of  two a d u l t s  and two c h i l d r e n .  That  
s t u d y ,  " C h i l d r e n  of t h e  Poor" by ~ o l l i e  Orshansky,  a n  economist  w i t h  t h e  
S o c i a l  S e c u r i t y  ~ d m i n ' i s t r a t i o n ,  developed income c r i t e r i a  of need by- f a m i l y  
s i z e ,  b u t  o n l y  - f o r  f a m i l i e s  w i t h  c h i l d r e n .  



I n  J a n u a r y  1965, t h e  S o c i a l  S e c u r i t y  B u l l e t i n  c o n t a i n e d  a n o t h e r , a r t i c l e  
by M o l l i e  Orshansky e n t i t l e d ,  "Counting t h e  Poor: ' Another Look a t  t h e  Pover ty  
P r o f i l e  ," which updated and extended the. c r i t e r i a  t o  a l L  t y p e s  of househo lds .  
She used ,  a s  b e f o r e ,  a  ,concept  of pover ty  based on budgets  which can s u s t a i n .  
a n  adequa te  n u t r i t i o n a l  l e v e l .  I n s t e a d  of a  s i n g l e  income c u t o f f  l i k e  t h a t  
c i t e d  by t h e  C o u n c i l ,  o r ' a  measure which c o u n t s  a  c o n s t a n t  p r o p o r t i o n  of t h e  
p o p u l a t i o n ,  she  used a  s l i d i q g  s c a l e  of income requ i rements  f o r  d i f f e r e n t  
f a m i l y  s i z e s  and compos i t ions .  A s  an a d d i t i o n a l  r e f i n e m e n t ,  a  lower income 
l e v e l  was s p e c i f i e d  a s  t h e  t h r e s h o l d  f o r  farm f a m i l i e s .  

Using a  s p e c i a l  t a b u l a t i o n  of 1963 incomes from t h e  March 1964 C u r r e n t  
P o p u l a t i o n  Survey ,  Orshansky showed t h a t ,  a l though  t h e  t o t a l  number of poor 
pe r sons  was n e a r l y  t h e  same a s  t h a t  o b t a i n e d  by u s i n g  t h e  CEA1s s i n g l e -  
d o l l a r  income c u t o f f s ,  t h e  c h a r a c t e r i s t i c s  of t h e  two p o p u l a t i o n s  d i f f e r e d  
g r e a t l y .  Small  f a m i l i e s  wi th  requ i rements  of l e s s  t h a n  $3,000 were no lon- 
g e r  counted a s  poor.  Larger  f a m i l i e s  wi th  many c h i l d r e n  and wi th  r e q u i r e -  
ments exceed ing  $3,000 were inc luded .  The number of c h i l d r e n  counted a s  
poor i n c r e a s e d  s u b s t a n t i a l l y ,  whi le  t h e  number of c h i l d l e s s  c o u p l e s ,  young 
and o l d ,  d e c r e a s e d .  

The Orshansky s t a t i s t i c a l  d e f i n i t i o n  appeared a t  a  t ime when t h e  need 
f o r  a  pover ty  measure was g r e a t :  t h e  Economic Oppor tun i ty  Act of 1964 had 
r e c e n t l y  been e n a c t e d .  The Research D i v i s i o n  of t h e  O f f i c e  of Economic 
O p p o r t u n i t y  ( 0 ~ 0 )  adopted t h e  Orshansky p o v e r t y  n e a s u r e  not  o n l y  a s  a  work- 
i n g  t o o l  f o r  budget and p lann ing  purposes  bu t  a l s o  a s  an  a d m i n i s t r a t i v e  
g u i d e l i n e  f o r  program purposes .  P o l i t i c a l  i m p l i c a t i o n s  r e s u l t  from t h i s .  
For example,  t h e  s t a t i s t i c a l  d i f f e r e n t i a l  f o r  farm income could  a f f e c t  e l i -  
g i b i l i t y  of farm communities and farm f a m i l i e s  f o r  F e d e r a l  f i n a n c i a l  a s s i s -  
t a n c e  ( a l t h o u g h  t h e r e  i s  no ev idence  of t h e  e x t e n t  of t h e  i m p a c t ) .  

T h e . S o c i a 1  S e c u r i t y  ~ d m i n i s t r a t i o n  con t inued  t o  update  t h e  p o v e r t y  
t h r e s h o l d s  a n n u a l l y  f o r  changes i n  food p r i c e s  ( a s  r e f l e c t e d  i n  USDA e s t i -  
mates  of economy food p l a n  c o s t s )  and t o  app ly  each y e a r ' s  new t h r e s h o l d s  
t o  t h e  Census Bureau income samples .  A t  t h e  r e q u e s t  of t h e  Counci l  of Eco- 
nomic Advisors  f o r  t r e n d  d a t a  on pover ty  f o r  i t s  1966 r e p o r t ,  pover ty  coun t s  
were provided f o r  a l l  y e a r s  back t o  1959,  t h e  e a r l i e s t  d a t e  f o r  which r e l e -  
v a n t  Census Bureau d a t a  t a p e s  were a v a i l a b l e .  

By 1968,  t h e r e  was concern  about  upda t ing  t h e  pover ty  concep t .  The 
pover ty  c u t o f f s  had been updated wi th  t h e  i n c r e a s i n g  p r i c e  of t h e  food bud- 

' g e t ,  bu t  t h e  c o s t  of o t h e r  consumer i t ems  a s  measured by t h e  Consumer P r i c e  
Index d i d  not  always change a t  t h e  same r a t e .  The 1960-61 BLS Consumer Ex- 
p e n d i t u r e  Survey ,  pub l i shed  i n  1965,  suggested,  t h a t  a  s m a l l e r  p r o p o r t i o n  of 
t o t a l  income was spen t  on food ' than was r e f l e c t e d  i n  t h e  '195-5 Survey o f  
Household.Food Consumption, which had been used f o r  t h e  o r i g i n a l  Orshansky 
c a l c u l a t i o n s ,  a l thobgh  methodo.logical  d i f f e r e n c e s  i n  survey p rocedures  
b l u r r e d  t h e  d i f f e r e n c e .  (Orshansky had noted t h e  d i f f e r e n c e s  when she deve l -  
oped t h e  p o v e r t y  m a t r i x . )  I n  a d d i t i o n ,  t h e  Department of A g r i c u l t u r e  was 
p r e s s i n g  f o r  lower ing t h e  d i f f e r e n t i a l  between farm and. nonfarm pover ty  l i n e s .  ' 



The pover ty  measures ,  and t h e  pover ty  p o p u l a t i o n  they  d e l i n e a t e d ,  r e -  
mained q u a s i - o f f i c i a l  numbers u n t i l . . A u g u s t  1969,  when t h e  Budget Bureau 
d e s i g n a t e d  them a s  t h e  o f f i c i a l  s t a t i s t i c a l  s e r i e s  t o  be pub l i shed  r e g u l a r -  
l y  by t h e  Census Bureau. Agreement was reached by a  F e d e r a l  I n t e r a g e n c y  
Committee headed by t h e  Bureau of t h e  Budget t o  c o n t i n u e  t h e  SSA index  (Or- 
shansky m a t r i x )  i n  o r d e r  t o  have a  s t a b l e  measure f o r  e v a l u a t i o n  purposes ,  
bu t  t o  i n c o r p o r a t e  two m o d i f i c a t i o n s .  One was t o  move t h e  t h r e s h o l d s  f o r  
1963 incomes forward by t h e  annual  ave rage  changes f o r  a l l  i t ems  i n  t h e  
Consumer P r i c e  Index ( f o r  urban middle-income f a m i l i e s ) ,  r a t h e r  t h a n  by t h e  
December-to-December changes i n  t h e  p r i c e  of t h e  economy market  baske t  of  
foods .  The o t h e r  was t o  s e t  t h e  pover ty  t h r e s h o l d s  f o r  farm r e s i d e n t s  a t  
85 p e r c e n t  of t h e  nonfarm t h r e s h o l d s ,  i n s t e a d  of t h e  o r i g i n a l  70 p e r c e n t .  

I n  1971, a  new Techn ica l  Committee on Pover ty  S t a t i s t i c s  met t o  d i s c u s s  
v a r i o u s  p r o p o s a l s  f o r  changes i n  terminology and , d e f i n i t i o n s  of t h e  pover ty  
l i n e  and r e l a t e d  s t a t i s t i c s .  The committee produced a  r e p o r t ,  Administra-  
t i v e  and L e g i s l a t i v e  Use of t h e  Terms "Poverty" and "Low Income", and agreed  
t o  a  new d e f i n i t i o n  of pover ty  a r e a s .  Because a  complete t e c h n i c a l  review 
r e q u i r e d  c o n s i d e r a b l e  e x p e n d i t u r e ,  it was no t  under taken  by t h e  committee a t  
t h a t  t ime.  

A more complete  review was under taken  i n  1973. A t  t h a t  t i m e ,  t h r e e  
subcommittees were formed t o  s t u d y  t h e  pover ty  t h r e s h o l d ,  t h e  measurement 
of  non-cash income, and t h e  improvement of t h e  measurement of cash  income. 
The c o n s o l i d a t e d  r e p o r t  by t h e  s u b c o m m i t ~ e e  chairmen recommended one immedi- 
a t e  change i n  t h e  t h r e s h o l d  -- t h a t  t h e  d i f f e r e n t i a l  f o r  farm and nonfarm 
f a m i l i e s  be e l i m i n a t e d .  The recommendation was not  adopted by t h e  O f f i c e  
of  Management and Budget (OMB). I n  a d d i t i o n ,  t h e  c o n s o l i d a t e d  r e p o r t  recom- 
mended t h a t  no o t h e r  changes be made i n  t h e  t h r e s h o l d  u n t i l  a  new food p l a n  
i n c o r p o r a t i n g  r e v i s e d  n u t r i t i o n a l  s t a n d a r d s  became a v a i l a b l e .  S u b s t a n t i a l  
improvements i n  r e p o r t i n g  cash  income and non-cash income could  not  be made 
a t  t h a t  t ime .  The subcommittee recommended a  s u b s t a n t i a l  r e s e a r c h  program 
t o  accomplish  a  major r e v i s i o n  i n  t h e  pover ty  t h r e s h o l d s  a f t e r  t h e  proposed 
1975-1976 Food Consumption Survey.  

An e d i t e d  c o l l e c t i o n  of e a r l y  p u b l i c a t i o n s  d e a l i n g  w i t h  t h e  Orshansky 
pover ty  index i s  provided i n  Techn ica l  Paper I t o  t h i s  r e p o r t .  It i n c l u d e s  
a  summary of t h e  r e s e a r c h  recommendations of t h e  t e c h n i c a l  committee j u s t  
c i t e d  a n d . a  d e t a i l e d  account  of t h e - s t a t i s t i c a l  c o n s t r u c t i o n  of t h e  pover ty  
i n d e x ,  which i s  d e s c r i b e d  n e x t .  

Statistical Construction 

The SSA (Orshansky)  index  p rov ides  a  range of income c u t o f f s  a d j u s t e d  
by such ' f a c t o r s  a s  f ami ly  s i z e ,  age and sex  of f ami ly  head,  number of c h i l -  
d r e n  under 18 y e a r s  o l d ,  and farm-nonfarm r e s i d e n c e .  F a m i l i e s  and u n r e l a t e d  
i n d i v i d u a l s  a r e  then  c l a s s i f i e d  a s  above o r  below t h e .  pover ty  l e v e l  and a l s o  
by t h e  amount of t h e i r  income s h o r t f a l l .  The index i s  an a t t empt  t o  s p e c i f y  
i n  d o l l a r  terms a  minimum l e v e l  of income adequacy f o r  f a m i l i e s  of d i f f e r e n t  
t y p e s  i n  keeping wi th  American consumption p a t t e r n s .  



Orshansky developed h e r  index from a n  e s t i m a t e  of t h e  o u t l a y  w i t h  which 
American househo lds  wi th  low incomes might p rov ide  household members w i t h  
d i e t s  meet ing n u t r i t i o h a l  g o a l s  a s  e s t a b l i s h e d  by t h e  N a t i o n a l  Academy of 
Sc iences -Na t iona l  Research Council  i n  t h e  Recommended D i e t a r y  Allowances 
( R D A ) .  S p e c i f i c a l l y ,  Orshansky ' s  t h r e s h o l d s  were based on t h e  c o s t  f o r  
t h e  Department of A g r i c u l t u r e ' s  economy food p l a n ,  o r i g i n a l l y  developed i n  
1961 a s  t h e  l e a s t  c o s t l y  of  t h e  USDA's f a m i l y  food p l a n s  a t  f o u r  i e v e l s  of  
c o s t  -- economy, low-cost  , modera te -cos t ,  and l i b e r a l .  21  The economy p l a n  
s p e c i f i e d ,  f o r  men, women, and c h i l d r e n  of d i f f e r e n t  a g e s ,  q u a n t i t i e s  of 11 
d i f f e r e n t  food groups  t h a t  t o g e t h e r  made up a  n u t r i t i o u s  d i e t .  The p l a n  
r e f l e c t e d  b o t h  t h e  RDA and food u s e  of low-income househo lds  surveyed i n  
t h e  USDA's 1955 Household Food Consumption Survey.  Between 1961 and 1967,  
t h e  c o s t  of foods i n  t h e  economy p l a n  was e s t i m a t e d  annua l ly .  I n  1967 
procedures  f o r  c o s t i n g  t h e  food p l a n s  were r e v i s e d  t o  r e f l e c t  food use  from 
t h e  USDA's 1965-66 su rvey .  Because of demographic problems w i t h  t h e  1965-66 
d a t a  f o r  ve ry  low-income househo lds ,  however, t h e  c o s t  of t h e  economy p l a n  
was e s t i m a t e d  a t  8 0  p e r c e n t  of t h e  low-cost p l a n  between 1968 and J u l y  1975, 
when t h e  p lan  was r e p l a c e d  by t h e  t h r i f t y  food p l a n  ( s e e  Techn ica l  Paper  
X I I ) .  The USDA economy p l a n  s p e c i f i e d  q u a n t i t i e s  of food f o r  20 age-sex- 
c a t e g o r i e s ,  r e f l e c t i n g  e a c h  c a t e g o r y ' s  n u t r i t i o n a l  and c a l o r i c  r e q u i r e m e n t s .  
C o s t s  f o r  any f a m i l y  cou ld  be f i g u r e d  by t o t a l i n g  c o s t s  f o r  p l a n s  f o r  t h e  
age and sex  of f a m i l y  members and a d j u s t i n g  t h e  t o t a l  by economy-of-scale 
f a c t o r s  f o r  f a m i l i e s  of d i f f e r e n t  s i z e s .  

Orshansky used t h e  c o s t s  f o r  t h e  p l a n  t o  e s t i m a t e  c o s t s  f o r  62 d i f f e r -  
e n t  f ami ly  t y p e s ,  c l a s s i f i e d  on t h e  b a s i s  of  sex  and age of head ,  number o f  
pe r sons  i n  t h e  f a m i l y ,  and number of r e l a t e d  c h i l d r e n  under 18. The f i n a l  
s t e p  i n  producing t h e  Orshansky d o l l a r  c u t o f f s  whs t o  add t o .  t h e  food 
c o s t s  a n  es ' t ima te  of t h e  a d d i t i o n a l  income needed t o  purchase  n e c e s s i t i e s  
o t h e r  than  food;  t h i s  e s t i m a t e  was based on t h e  i n v e r s e  of t h e  p e r c e n t  o f  
incane  an average  American f a m i l y  deyoted t o  food e x p e n d i t u r e s  a s  r e p o r t e d  
i n  t h e  1955 Household Food Consumption Survey. .  

The p r o p o r t i o n  of income expended f o r  n e c e s s i t i e s  -- f o r  food,  i n  . 
p a r t i c u l a r  -- i s  i n d i c a t i v e  of t h e  r e l a t i v e  wel l -being of  b o t h  i n d i v i d u a l s  
and t h e  s o c i e t y  i n  which t h e y  l i v e .  The 1955 su rvey  r e p o r t e d  a n  average of  
one d o l l a r  f o r  food o u t l a y  t o  t h r e e  d o l l a r s  of f ami ly  income. Using t h i s  
r a t i o ,  Orshansky s e t  t h e  pover ty  l e v e l  f o r  f a m i l i e s  of t h r e e  o r  more 
pe r sons  a t  t h r e e  t imes  t h e  c o s t  of t h e  economy food plan f o r  t h a t  s i z e  and 
type of  family .  F o r  s m a l l e r  f a m i l i e s  and pe r sons  r e s i d i n g  a l o n e ,  s l i g h t l y  
h i g h e r  m u l t i p l e s  were used t o  compensate f o r  t h e  r e l a t i v e l y  h i g h e r  f i x e d  
expenses  of  t h e s e  s m a l l e r  househo lds .  

I t  shou ld  be  noted t h a t  t h e ' i n c o m e  d e f i n i t i o n  used i n  t h e  Household 
Food Consumption Survey i s  income a f t e r  t a x e s .  The pover ty  c u t o f f s ,  
however,  a r e  a p p l i e d  ' t o  be fo re - t ax  income. G e n e r a l l y ,  t h e  poor  d o  not  pay 
F e d e r a l  income t a x e s .  However, some poor f a m i l i e s  do pay s t a t e  income 
t a x e s ,  and t h o s e  who work u s u a l l y  pa$ a  5.85 p e r c e n t  S o c i a l  s e c u r i t y  t a x  
on t h e i r  e a r n i n g s .  These t a x e s  a r e  excluded i n  t h e  Household Food 
Consumption Survey.  



F i n a l l y ,  t h e  SSA pover ty  c u t o f f s  al lowed f o r  t h e  f a c t  t h a t  farm fami- 
l i e s  c u s t o m a r i l y  o b t a i n  housing and food a s  p a r t  of t h e  farm b u s i n e s s  opera- 
t i o n ,  r a t h e r  t h a n  by d i r e c t  e x p e n d i t u r e .  On t h e  b g s i s  of d a t a  a v a i l a b l e  a t  
t h a t  t i m e ,  a  farm fami ly  was assumed t o  need o n l y  70 p e r c e n t  a s  much cash  t o  
m a i n t a i n  a  c a n p a r a b l e  l e v e l  of l i v i n g  a s  a  co r respond ing  nonfarm fami ly .  
Hence, p r o p o r t i o n a t e l y  lower pover ty  t h r e s h o l d s  were s e t  f o r  farm f a m i l i e s  
t h a n  f o r  nonfarm f a m i l i e s ,  r e s u l t i n g  i n  124 t h r e s h o l d s  i n  a l l .  The 1969 
F e d e r a l  I n t e r a g e n c y  Committee changed t h e  farm-nonfarm d i f f e r e n t i a l  t o  
8 5  p e r c e n t .  There  was a  l a c k  of  c o n c l u s i v e  ev idence  on which t o  substan-  
t i a t e  t h e  e a r l i e r  farm-nonfarm d i f f e r e n t i a l  o r  t o  r e v i s e  i t .  However, USDA 
s t u d i e s  of e q u i v a l e n t  l e v e l s  o f  l i v i n g  based on t h e  1961-62 Consumer 
Expend i tu re  Survey and t h e  i n c r e a s i n g  number of farm r e s i d e n t s  who d e r i v e  
much of t h e i r  income from nonfarm work suppor ted  t h e  A g r i c u l t u r e  Depart-  
m e n t ' s  c o n t e n t i o n  t h a t  t h e  70 pe rcen t  f i g u r e  was u n j u s t i f i a b l y  low. 

Table  1 shows t h e  e n t i r e  s e t  of 0 r s h a n i k y  pover ty  indexes  f o r  income 
i n  1974. Because i t  i s  i m p r a c t i c a l  t o  use  t h e  e n t i r e  s e t  of 124 pover ty  
l i n e s  f o r  any th ing  o t h e r  than  Census surveys  o r  computer ized a n a l y t i c a l  
s t u d i e s ,  t h e  Census Bureau p u b l i s h e s  t h e  indexes  i n  a  s i m p l i f i e d  form a s  
weighted average c u t o f f s .  The s i m p l i f i e d  v e r s i o n  of Tab le  1 i s  d i s p l a y e d  
i n  Table 2. For many purposes  i t  i s  inconven ien t  and unnecessa ry  t o  
c o n s i d e r  77 weighted average c u t o f f s ,  s i n c e  i t  would be  more conven ien t  
t o  r e f e r  t o  o n l y  one number f o r  each fami ly  s i z e .  F r e q u e n t l y  c i t e d  c u t -  
of  f s  a r e  t h e  weighted average  t h r e s h o l d  f o r  a  nonfarm f a m i l y  of four  and 
f o r  an e l d e r l y  person l i v i n g  a l o n e ,  which i n  1974 were $5,038 and $2,364,  
r e s p e c t i v e l y ,  a s  i n d i c a t e d  i n  Tab le  2. For  1975 t h e s e  c u t o f f s  a r e  e s t i -  
mated t o  b e  $5,500 and $2,580,  r e s p e c t i v e l y .  

The SSA t h r e s h o l d s  were o r i g i n a l l y  developed i n  terms of 1963 incomes 
and p r i c e s .  Subsequen t ly  a d j u s t e d  o n l y  f o r  p r i c e  changes ,  they  were extend- 
ed forward w i t h o u t  ' m o d i f i c a t i o n  through 1967 and backward t o  1959. These 
changes were o r i g i n a l l y  based on changes i n  . t h e  December c o s t  of t h e  econo- 
my food p l a n  market  b a s k e t .  During t h e  l a t e  1960s ,  t h e  c o s t  of t h e  economy 
food p l a n  d i d  no t  i n c r e a s e  a s  much a s  o v e r a l l  p r i c e s :  Thus, p r i c e  changes 
between 1959 and 1968 were  n o t  t h e  same a s  changes i n  t h e  pover ty  t h r e s h o l d .  
A s  a  r e s u l t  of d e l i b e r a t i o n s  of t h e  ~ ' e d e r a l  I n t e r a g e n c y  Committee i n  1969,  
annual  a d j u s t m e n t s  i n  t h e  low-incane t h r e s h o l d s  were t h e r e a f t e r  based on 
average annual  changes i n  t h e  Consumer P r i c e  Index ( C P I )  . 

I n  r e c e n t  y e a r s ,  changes  i n  t h e  CPI may n o t ,  however,  have r e f l e c t e d  
a l l  t h e  changes i n  t h e  l i v i n g  c o s t s  i n c u r r e d  by t h e  poor. For example, 
t h e  poor t end  t o  spend a  h i g h e r  p r o p o r t i o n  of  t h e i r  income on food than  
t h e  t o t a l  p o p u l a t i o n .  Between 1972 and 1973, t h e  c o s t  of t h e  food com- 
ponent of t h e  CPI i n c r e a s e d  c o n s i d e r a b l y  more than  t h e  t o t a l  CPI (14.5 
pe rcen t  compared t o  6.2 p e r c e n t ) .  F i g u r e  1 i l l u s t r a t e s  t h e  annual  changes 
between 1959 and 1975 i n  t h e  c o s t  of t h e  economy food p l a n ,  compared t o  
t h e  changes i n  t h e  CPI f o r  a l l  i t e m s  and f o r  o n l y  t h e  food component. 



T a b l e  1. P o v e r t y  C u t o f f s  i n  1974 by Sex o f  Head,  S i z e  o f  Fami ly ,  and 
Number o f  R e l a t e d  C h i l d r e n  Under 18 Yea r s  O l d ,  by Farm-Nonfarm Res idence  

NONFARM 

S i z e  o f  Family Uni t  

Male Head 

1 Person (Unre l a t ed  I n d i v i d u a l ) :  
Under 6 5  y e a r s  
6 5  Years  and Over 

2  Pe r sons :  
Head Under 6 5  Years  
Head 6 5  Years  and Over 

3  Pe r sons  
4 Pe r sons  
5  Persons  
6  Persons  
7 o r  More Pe r sons  

Number o f  Re la t ed  C h i l d r e n  Under 1 8  Years  Old 

Female Head 

1 Per ion  (Unre l a t ed  I n d i v i d u a l )  : 
Under 6 5  Years  
6 5  Years  and Over 

2 Pe r sons :  , 

Head under  65 Years  
Head 6 5  Years  and Over 

3  P e r s a n s  
4 Pe r sons  
5  Persons  
6  Persons  
7  o r  More Pe r sons  

6 None 

FARM 

5  

Male Head 

1 Person (Unre l a t ed  I n d i v  
Under 6 5  Years  
65 Years  and Over 

2  Persons:,  
Head Under 6 5  Years  
Head 6 5  Years  and Over 

3 Pe r sons  
4 Pe r sons  
5  Persons  
6  Persons  
7  o r  More Pe r sons  

Female Head 

i d u a l )  : 
$2 ,258  

2 ,030 

1 Person (Unre l a t ed  I n d i v i d u a l ) :  
Under 6 5  Years  
6 5  Years  and Over 

2  Pe r sons :  
Head Under 6 5  Years  
Head 6 5  Years  and Over f 

3 Pe r sons  
4  Pe r sons  
5  Persons  
6  Persons  
7 o r  More Pe r sons  

SOURCE: U.S. Bureau of t h e  Census ,  " C h a r a c t e r i s t i c s  o f  t h e  P o p u l a t i o n  Below t h e  Pove r ty  Leve l :  ' 
1974,"  C u r r e n t  P o p u l a t i o n  R e p o r t s ,  S e r i e s  P-60. No. 102 ,  T a b l e  A-2. 



Table  2 .  Weighted 'Average Pover ty  C u t o f f s  i n  1974 
by S i z e  of Family and Sex of  Head, by Farm-Nonfarm Residence 

* 4 Pe r sons  

5 Pe r sons  

6 Pe r sons  

7 o r  'More pe r sonsa  

S i z e  o f  Family Un i t  

SOURCE: U.S. Bureau o f  t h e  Census ,  " C h a r a c t e r i s t i c s  o f  t h e  P o p u l a t i o n  Below t h e  P o v e r t y  L e v e l :  
1974." C u r r e n t  P o p u l a t i o n  R e p o r t s ,  S e r i e s  P-60, No. 102 ,  T a b l e  A-2. 

a 
R e p r e s e n t s  a n  a v e r a g e  f o r  f a m i l i e s  w i t h  7 o r  more pe r sons .  

Statistical Series on Poverty 

1 Per son  ( U n r e l a t e d  I n d i v i d u a l )  $2.487 $2,495 $2,610 $2 ,413  $2,092 $2,158 $2,029 

14 t o  64 Yea r s  2 ,557 2 ,562 2 ,658 2 ,458 2 ,197 2 ,258  2 ,089 

65 Yea r s  and Over 2 ,352 2 ,364 2 ,387 2 ,357 2 ,013  2 ;030  2 ,002 

2 P e r s o n s  3 ,191  3 , 2 1 1  3 ,220 3 ,167 2,707 2 , 7 1 1  2 ,632 

Head 14 t o  64 y e a r s  ' 3,294 3,312 3 ,329 3 ,230 2 ,819 2 ,824 2 ,706 

Head 65 Yea r s  and Over 2 ,958 2 ,982 2,984 2 ,966 2 ,535 2 ,535 2 ,533  

3 Pe r sons  3 ,910  3 ,936  3,957 3 ,822 3 ,331 3 ,345 3 ,133  

T o t a l  

S i n c e  1968,  t h e  Census Bureau h a s  r e g u l a r l y  pub l i shed  i n f o r m a t i o n  on 
t h e  number and c h a r a c t e r i s t i c s  of poor persons  and poor f a m i l i e s ,  us ing  t h e  
concep t ,  of pover ty  o p e r a t i o n a l i z e d  by Orshansky i n  t h e  m a t r i x  of 124 pover ty  
t h r e s h o l d s .  The number of  poor persons  from 1966 t o  1974 and t h e  pe rcen t  o f  
t h e  p o p u l a t i o n  i n  each of  t h e s e  y e a r s  i s  shown i n  F i g u r e  2 .  

, 

The major d a t a  source  provid ' ing annual  pover ty  c o u n t s  i s  t h e  Cur ren t  
p o p u l a t i o n  Survey conducted i n  March of  each y e a r  by t h e  Census Bureau. I n  
a d d i t i o n ,  t h e  Decennia l  Census p rov ides  d e t a i l e d  i n f o r m a t i o n  on t h e  low- 
income populat . ion a t  10-year i n t e r y a l s .  Both s o u r c e s  make a v a i l a b l e  d a t a  

'on many c h a r a c t e r i s t i c s  of t h e .  pover ty  p o p u l a t i o n ,  i n c l u d i n g  age ,  r a c e ,  
. s e x ,  e d u c a t i o n ,  weeks worke.d, and fami ly  t y p e ;  t h e s e  a r e  pub l i shed  i n  t h e  

C u r r e n t  P o p u l a t i o n  Repor t s  P-60 s e r i e s - 3 1  and i n  Chapter  D ,  " ~ e t a i l e d  
~ h a r a c t e r i s t i c s , "  of Volume I of  t h e  1970 Census of P o p u l a t i o n .  S e l e c t e d  
c h a r a c t e r i s t i c s  of pe r sons  and f a m i l i e s  below t h e  pover ty  l e v e l  i n  1969 a r e  
p resen ted  i n  Chap te r  C f o r  each of t h e  s t a t e s ,  c o u n t i e s ,  SMSAs, u rban ized  
a r e a s ,  and urban p l a c e s  hav ing  a  p o p u l a t i o n  of  2,500 o r  more. - 41  

Nonfarm 
-- - .- 

Male Female 
Head Head 

Farm 
.- 

Male Female I Head Head 
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1959 1960 196.1 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 
60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75 

SOURCE: U.S. Bureau of the Census, "Characteristics of the Low-Income Population: 1973,'' Current Population Reports, Series P-60. 
No. 98 (January 1975).Table A-4. 

Bureau of Labor Statistics, Monthly Labor Review (June 1974, June 1975).(Provided 1973-74 percent changes.) 

Note: In 1969 the official poverty cutoff was updated by price changes in the total CPI rather than 
the economy food plan. 

a The Department of Agriculture has continued to prepare and ma'ke avai-lable data on the economy food 
plan through July 1975. The composition in the plan changed in 1966 so that comparable data are 
not available after 1966-67. 

F i g u r e  1. Average Annual P e r c e n t  Change 
i n  t h e  Cost of t h e  Economy Food P lan  and i n  t h e  

Consumer P r i c e  Index ( A l l  I t ems  and Food) ,  1959-1973 



Number o f  P e r s o n s  i n  P o v e r t y  

P e r c e n t  o f  1 5  
P o p u l a t i o n  

1 0  

5  

0  

P e r c e n t  o f  P o p u l a t i o n  i n  P o v e r t y  
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S o u r c e  Legend:  -- U.S. Bureau  o f  t h e  C e n s u s ,  " C h a r a c t e r i s t i c s  of t h e  Low- 
Income P o p u l a t i o n :  1 3 7 3 , "  C a r r e n t  P o p u l a t i o n  R e p o r t s ,  
S e r i e s  P-60, No. 9 8  ( J a n u a r y  1 9 7 5 ) .  

-- U.S. Bureau  o f  t h e  C e n s u s ,  1 9 7 0  C e n s u s  o f  P o p u l a t i o n ,  Vol .  
I ,  pof Chap. D, " D e t a i l e d  
C h a r a c t e r i s t i c s . "  

F i g u r e  2.  Number of  P e r s o n s  i n  Pover ty  
and P e r c e n t  of  P o p u l a t i o n  i n  P o v e r t y ,  1966-1974 



A s  F i g u r e  2  shows, t h e  1970 Census and t h e  1970 C u r r e n t  P o p u l a t i o n  
Survey (CPS) y i e l d  d i f f e r e n t  e s t i m a t e s  of t h e  pover ty  p o p u l a t i o n  f o r  1969; 
t h e  number r e p o r t e d  i n  t h e  Census i s  27.4 m i l l i o n  poor p e r s o n s ,  compared 
wi th  24 .1  m i l l i o n  i n  t h e  CPS. The a p p a r e n t  i n c o n s i s t e n c y  has  two explana-  
t i o n s .  Although both  su rveys  use  a  s i m i l a r  concept  of income and t h e  same 
d e f i n i t i o n  of p o v e r t y ,  t h e  income c o l l e c t e d  i n  t h e  CPS by t r a i n e d  i n t e r -  
v iewers  i s  more a c c u r a t e  than  t h e  l e s s  d e t a i l e d  income r e p o r t e d  by s e l f -  
enumerat ion i n  t h e  1970 Census. Further.more, c o l l e g e  s t u d e n t s ,  who a r e  
g e n e r a l l y  enumerated a t  t h e i r  f a m i l y  home i n  t h e  CPS, a r e  enumerated a t  
t h e i r  c o l l e g e  r e s i d e n c e  i n  t h e  Decennia l  Census,  t e n d i n g  t o  i n c r e a s e  t h e  
number of low-income persons  i n  t h a t  d a t a  source .  5 /  It i s  more i m p o r t a n t ,  
however, t o  r e c o g n i z e  t h e  l i m i t a t i o n s  sha red  by bo-fh t h e  Census and t h e  CPS 
a s  s o u r c e s  of d a t a  f o r  measur ing t h e  low-income p o p u l a t i o n .  I n  bo th  su rveys  
t h e r e  is  an undercount of pe r sons ,  and some s o u r c e s  of income a r e  known t o  
be s u b s t a n t i a l l y  u n d e r r e p o r t e d .  Th i s  u n d e r r e p o r t i n g  i s  p a r t i c u l a r l y  t r u e ,  
among s o u r c e s  of income a f f e c t i n g  t h e  poor ,  t h e  S o c i a l  S e c u r i t y  and w e l f a r e  . 
payments. The number of poor pe r sons  would be s u b s t a n t i a l l y  reduced below 
both  CPS and Census e s t i m a t e s  i f  u n d e r r e p o r t i n g  d i d  no t  occur  i n  t h e s e  
s u r v e y s .  Th i s  i s  d i s c u s s e d  f u r t h e r  i n  Chap te r  111, Data A v a i l a b i l i t y  and 
L i m i t a t i o n s .  

The most impor tan t  p r a c t i c a l  d i f f e r e n c e  between t h e  Cur ren t  P o p u l a t i o n  
Survey and t h e  Decennia l  Census i s  t h e  f a c t  t h a t  t h e  CPS cannot  y i e l d  v a l i d  
e s t i m a t e s  of t h e  pover ty  p o p u l a t i o n  a t  t h e  s t a t e  l e v e l .  The annual  March 
CPS, whi le  n a t i o n a l l y  r e p r e s e n t a t i v e ,  can p rov ide  pover ty  c o u n t s  on ly  f o r  
t h e  t e n  F e d e r a l  r e g i o n s  on t h e  b a s i s  of i t s  sample of about 47,000 house- 
h o l d s .  The Decenn ia l  Census,  on t h e  o t h e r  h a n d ,  does p rov ide  i n f o r m a t i o n  
on t h e  pover ty  p o p u l a t i o n  f o r  s t a t e s  and f o r  S tandard  M e t r o p o l i t a n  S t a t i s -  
t i c a l  Areas  ( SMSAS) having a p o p u l a t i o n  of 250,000 o r  more. - 4 /  

A more d e t a i l e d  d i s c u s s i o n  of t h e s e  d a t a  bases  and t h e i r  l i m i t a t i o n s  
f o r  measur ing pover ty  is  con ta ined  i n  Chapter .  -111, Data A v a i l a b i l i t y  and 
L i m i t a t i o n s ,  and i n  T e c h n i c a l  P a p e r . I X ,  I n v e n t o r y  of F e d e r a l  Data Bases . ,  

Rela ted  t o  t h e  Measurement of  Pover ty .  

Administrative Usage of Poverty Measures 

Many F e d e r a l  programs a r e  des igned  t o  h e l p  t h e  poor (needy ,  low-income, 
d i s a d v a n t a g e d )  and use a  pover ty  measure o r  income e l i g i b i l i t y  s t a n d a r d  f o r  
a d m i n i s t r a t i v e  purposes .  Although t h e  Orshansky measure ,  which was o r i g i -  
n a l l y  developed a s  a  s t a t i s t i c a l  measure ,  h a s  been widely  adop ted ,  i t  i s  
not  t h e  o n l y  a d m i n i s t r a t i v e  measure of pover ty  used.  Moreover, t h e  o f f i -  
c i a l  measure i s  u s u a l l y  modif ied  t o  some d e g r e e ,  and f r e q u e n t l y  i t  i s  used 
i n  c o n j u n c t i o n  wi th  s t i l l  o t h e r  c r i t e r i a .  Of ten  programs use  d i f f e r e n t  
d e f i n i t i o n s  of income, i n c r e a s i n g  d i v e r s i t y  s t  i ll f u r t h e r .  Such v a r i a t i o n  
i n  F e d e r a l  a d m i n i s t r a t i v e  p r a c t i c e  o c c u r s  because  of t h e  broad spectrum o f  
o b j e c t i v e s  covered by t h e s e  programs. 

F e d e r a l  programs . for  t h e  poor d i f f e r  i n  d e s i g n .  Some programs a r e  
dev i sed  t o  a i d  a r e a s  and some a r e  dev i sed  t o  a i d  f a m i l i e s  o r  i n d i v i d u a l s  



d i r e c t l y .  I n  t h e  former c a s e ,  t h e  pover ty  measure i s  used i n  an a l l o c a -  
t i v e  formula t o  d i s t r i b u t e  t h e  a p p r o p r i a t i o n ,  t y p i c a l l y  a  f i x e d  amount, 
among t h e  s u b u n i t s  of t h e  n a t i o n , d e s i g n a t e d  by t h e  l e g i s l a t i o n .  I n  t h e  
second type  of program, a  pover ty  c u t o f f  may be used a s  an income e l i g i -  
b i l i t y  c r i t e r i o n  f o r  i n d i v i d u a l  a p p l i c a n t s .  

T i t l e  I of t h e  Elementary and Secondary Educa t ion  Act ,  a s  amended, i s  
an example of a  program u s i n g  a  pover ty  measure a s  p a r t  of an  a l l o c a t i v e  
formula .  The a p p r o p r i a t e d  funds a r e  d i s t r i b u t e d  p a r t l y  on t h e  b a s i s  of t h e  
number of poor school-age c h i l d r e n  i n  each county .  Where county  boundar ies  
a r e  no t  coterminous  wi th  schoo l  d i s t r i c t s ,  county  amounts a r e  then  s u b a l l o -  
c a t e d  t o  t h e  schoo l  d i s t r i c t s  by s t a t e  depar tments  of e d u c a t i o n .  C h i l d r e n  
l i v i n g  i n  schoo l  a t t e n d a n c e  a r e a s  which have an i n c i d e n c e  of pover ty  a s  h igh 
a s  o r  h i g h e r  t h a n  t h e  d i s t r i c t - w i d e  average a r e  e l i g i b l e  f o r  T i t l e  I s e r -  
v i c e s .  C h i l d r e n  a r e  s e l e c t e d  f o r  p a r t i c i p a t i o n  on t h e  b a s i s  of e d u c a t i o n a l  
d e f i c i e n c i e s ,  r e g a r d l e s s  of f ami ly  income. . 

The Community S e r v i c e s  A d m i n i s t r a t i o n  (CSA), f o r n e r l y  t h e  O f f i c e  o f  
Economic Oppor tun i ty ,  p rov ides  an example of a d m i n i s t r a t i v e  use of t h e  
Orshansky measure f o r  de te rmin ing  income e l i g i b i l i t y .  Uniform income e l i -  
g i b i l i t y  s t a n d a r d s  a r e  i s s u e d  f o r  p o v e r t y - r e l a t e d  programs admin i s t e red  by 
CSA. Based d i r e c t l y  on t h e  o f f i c i a l  F e d e r a l  pover ty  measure,  t h e s e  guide-  
l i n e s  e l i m i n a t e  many of t h e  d i s t i n c t  i o n s  and smooth some of t h e  , remaining 
v a r i a t i o n s .  The CSA pover ty  t h r e s h o l d s  a l low f o r  v a r i a t i o n s  by fami ly  s i z e ,  
wi th  e q u a l  increments  f o r  a d d i t i o n a l  f ami ly  members. C u t o f f s  f o r  farm 
f a m i l i e s  a r e  15 pe rcen t  below those  f o r  nonfarm f a m i l i e s .  I n  a d d i t i o n ,  
two major geograph ic  v a r i a t i o n s  a r e  p a r t l y  t a k e n  i n t o  account  by r a i s i n g  
t h e s e  t h r e s h o l d s  by 25 pe rcen t  f o r  Alaska and by 15 pe rcen t  f o r  Hawaii. 
The CSA th , resho lds  a r e  updated a n n u a l l y  accord ing  t o  t h e  change i n  t h e  
Consumer P r i c e  Index.  Table  3  p r e s e n t s  t h e  1974 CSA pover ty  c u t o f f s  f o r  
t h e  c o n t i n e n t a l  United S t a t e s ,  a long w i t h  t h e  comparable weighted average 
c u t o f f s  from t h e  Orshansky system from which t h e s e  were d e r i v e d .  For 
each of t h e  weighted Orshansky averages  i n  Table  3 ,  t h e  numbers i n  
p a r e n t h e s e s  i n d i c a t e  t h e  range of v a r i a t i o n  a c r o s s  a l l  o t h e r  t h r e s h o l d s  
f o r  t h e  same fami ly  s i z e .  

The b a s i c  dichotomy between a l l o c a t i v e  and e l i g i b i l i t y  .uses i s  not  
n e c e s s a r i l y  e x c l u s i v e ,  f o r  a  s i n g l e  l e g i s l a t i v e  a c t  may c o n t a i n  both  an 
a l l o c a t i v e  formula f o r  d i s t r i b u t i n g  f i x e d  program funds and e l i g i b i l i t y  
c r i t e r i a  f o r  de te rmin ing  which i n d i v i d u a l s  in'  each a r e a  a r e  e n t i t l e d  t o  i 

r e c e i v e  a s s i s t a n c e .  Fur thermore ,  e n t i r e l y  d i f f e r e n t  pover ty  measures may 
be used i n  t h e  v a r i o u s  s t a g e s  of one program, a s  wi th  t h e  Comprehensive 
Employment and T r a i n i n g  Act (CETA). The measure of pover ty  used f o r  d i s t r i -  
b u t i n g  CETA funds i s  a  s i n g l e - d o l l a r  t h r e s h o l d ,  wi th  t h e  a l l o c a t i o n  based 
p a r t l y  on t h e  number of f a m i l i e s  i n  an a r e a  wi th  an income below t h a t  l e v e l .  
A t  t h e  l o c a l  l e v e l ,  however, i n d i v i d u a l  e l i g i b i l i t y  is  determined i n  p a r t  by 
an income c r i t e r i o n  based on a  modif ied  Orshansky measure and i n  p a r t  on 
such o t h e r  f a c t o r s  a s  unemployment o r  underemployment. 



Table  3 .  1974 Orshansky Pover ty  Thresho lds  and 
Community S e r v i c e s  A d m i n i s t r a t i o n  Income E l i g i b i l i t y  G u i d e l i n e s  

Community S e r v i c e s  
Administrat ion Orshansky Poverty Measure 

Family S i z e  I  onf farm^ I   arm^ I Nonfarm I Farm . 

1 person $2590 , $2200 $2495(2358:~659)~ $2092(2004-2260) 

2 persons 3410 2900 3211(2948-3724) 2707(2506-3165) 

3 persons ' 4230 3600 3936(3568-4223) 3331(3033-3590) 

4 persons 5050 4 300 5038(4900-5252) 4302 (4165-4465) 

5 persons 5870 5000 5950(5781-6232) 5057(4914-5298) 

' 6 persons 6690 5700 6699(6457-7087) 5700(5489-6024) 

SOURCE: Federa l  R e g i s t e r ,  Vol. 40, No. 132 ( J u l y  9 ,  1975). p. 28794. 
U.S. Bureau of t h e  Census. " C h a r a c t e r i s t i c s  of t h e  Popula t ion  
Below t h e  Poverty Level :  1974," .Current  Populat ion Reports .  
S e r i e s  P-60, No. 102, Table A-2. 

a 
A l l  S t a t e s  except  Alaska and Hawaii. The t h r e s h o l d s  f o r  Alaska 
a r e  25 percen t  h igher .  and those  f o r  Hawaii a r e  1 5  percen t  h igher .  

F igures  i n  pa ren theses  i n d i c a t e  t h e  'range of v a r i a t i o n  a c r o s s  t h e  
t h r e s h o l d s  i n  t h e  measure. 

I n  many c a s e s  t h e  Orshansky t h r e s h o l d s  a r e  used but  i n  a  modif ied  form. 
The most common v a r i a t i o n s  of  t h e  Orshansky measure a r e  s c a l i n g  t h e  t h r e s h -  
o l d s  by a  m u l t i p l i c a t i v e  f a c t o r ,  a s  i s  done,  f o r  example,  i n  c h i l d  n u t r i t i o n  
program-s. Another common a d a p t a t i o n  i s  t o  i n c l u d e  s t a t u s ,  a s  a  r e c i p i e n t  o f  
w e l f a r e ,  i n  con junc t  i o n  w i t h  t h e  t h r e s h o l d s ,  t o  i d e n t i f y ,  t a r g e t  p o p u l a t i o n s .  
Th i s  may be  done t o  avoid p e n a l i z i n g  t h o s e  s t a t e s  whose h i g h e r  w e l f a r e  
b e n e f i t s  may have b rough t  many f a m i l i e s  ou t  of p o v e r t y ,  o r  t o  i n s u r e  t h a t  
b e n e f i t s  which may l e a d  t o  s e l f - s u f f i c i e n c y  a r e  provided t o  w e l f a r e  f a m i l i e s .  
Thus,  a  pe r son  m a y  b e  ' e l i g i b l e  f o r  b e n e f i t s  i n  a  program e i t h e r  by t h e  f a c t  
t h a t  h i s  f ami ly  income f a l l s  below t h e  pover ty  c u t - o f f  o r  because  he i s  i n  
a  f a m i l y  r e c e i v i n g  w e l f a r e  payments. I n  a d d i t i o n ,  v a r i o u s  c h a r a c t e r i s t i c s  
of t h e  r e c i p i e n t ,  such a s  e m p l o y a b i l i t y ,  a r e  sometimes used t o  de te rmine  
c a t e g o r i c a l  e l i g i b i l i t y . ,  

Measures of pover ty  o r  income e l i g i b i l i t y  and c o n c e p t s  of need o t h e r  
than  t h e  Orshansky measure a r e  a l s o  used i n  F e d e r a l  programs. A s i n g l e -  
d o l l a r  t h r e s h o l d  t h a t  i s  unchanged f o r  f ami ly  s i z e  i s  c u r r e n t l y  used a s  a n  
e l i g i b i l i t y  c r i t e r i o n  i n  t h e  Col lege  Work-Study program a u t h o r i z e d  by t h e  
Higher  Educa t ion  Act of 1965. T h i s  type  of measure  i s  a l s o  used i n  t h e  
a1 l o c a t  ion  formula of t h e  Comprehensive Employment and  raini in^ A c t  and was 



used i n  t h e  a l l o c a t i o n  of funds u n d e r ' T i t l e  I o f  t h e  Elementary  and Secondary 
Educat ion Act u n t i l  1974. 

Another  measure  of income e l i g i b i l i t y  i s  one based on some percen tage  
of median income. T i t l e  XX of  t h e  S o c i a l  S e c u r i t y  Act ( s o c i a l  s e r v i c e s )  
adopted 80 t o  115 p e r c e n t  of median fami ly  income i n  each s t a t e  a s  i t s  
s t a n d a r d .  T i t l e  I1 of t h e  Housing and Community Development Act of  1974 
u s e s  50 and 80 p e r c e n t  of median fami ly  income i n  t h e  "area" a s  i t s  e l i g i -  
b i l i t y , c r i t e r i a .  The u s e  of  s t a n d a r d s  based on median income i s  a  r e l a -  
t i v e l y  new development i n  F e d e r a l  programs, a l though  t h e r e  i s  precedence 
i n  s o c i a l  s e r v i c e  programs. 

F i n a l l y ,  a d m i n i s t r a t i v e  and l e g i s l a t i v e  r e f e r e n c e s  abound i n  terms t h a t  , 

t a r g e t  F e d e r a l  programs t o  t h e  "d i sadvan taged , "  "needy," "dependent ,"  
I I e conomica l ly  d i s a d v a n t a g e d , "  and " i n d i v i d u a l s  whose income and resour 'ces 

a r e  i n s u f f i c i e n t . "  I n  many such r e f e r e n c e s ,  t h e  terms a r e  employed wi thou t  
d e f i n i t i o n .  The v a r i o u s  a d m i n i s t r a t i v e  and l e g i s l a t i v e  u s e s  of pover ty  
t e rmino logy  a r e  d e s c r i b e d  more comple te ly  i n  Techn ica l  Paper 11. 

There  a r e  s e v e r a l  arguments i n  f a v o r  of us ing  a n  o f f i c i a l  pover ty  
measure.  Determining p u b l i c  p o l i c y ,  s e t t i n g  program g o a l s ,  and e v a l u a t i n g  
program s u c c e s s  a l l  b e n e f i t  from t h e  e x t e r n a l  r e f e r e n t  provided by a n  
o f f i c i a l  measure ,  even i f  t h e  measure i s  a l t e r e d  t o  f i t  programs. It 
a1 lows c a n p a r i s o n s  o v e r  t ime .  Also ,  v a r i o u s  F e d e r a l l y  funded programs 
a r e  r e q u i r e d  by law t o  i d e n t i f y  t h e i r  t a r g e t  p o p u l a t i o n s  i n  terms of low- 
income s t a t u s  o r  e x t e n t  of pover ty  i n  terms of  t h i s  o f f i c i a l  pover ty  m a t r i x .  
There may b e  v a l u e ,  however, i n  upda t ing  o r  r e v i s i n g  t h e  p r e s e n t  measure.  
Moreover,  p u b l i c a t i o n  of more than  one s e r i e s  of  pover ty  s t a t i s t i c s  may b e  
d e s i r a b l e .  There a r e  advan tages ,  bo th  s t a t i s t i c a l  and a d m i n i s t r a t i v e ,  t o  
o t h e r  c o n c e p t s .  

Q u i t e  o b v i o u s l y ,  i t  i s  e a s i e r  t o  a g r e e  t h a t  some o f f i c i a l  measure of 
pover ty  i s  u s e f u l  than  i t  i s  t o  agree  on i t s  p r e c i s e  d e f i n i t i o n  and a p p l i -  
c a b i l i t y  t o  s p e c i f i c  u s e s .  Concep tua l ,  s t a t i s t i c a l ,  and a d m i n i s t r a t i v e  
c o n s t r a i n t s  i n t e r a c t  i n  a  v e r y  compl ica ted  way; In  a t t e m p t i n g  t o  e s t a b l i s h  
a s  sound a  methodology a s  p o s s i b l e ,  one  must a c c e p t  a t  t h e  o u t s e t  t h a t  no 
pover ty  measure w i l l  be  p u r e l y  s c i e n t i f i c ,  f r e e  of  v a l u e ' j u d g m e n t s .  

Even i f  t h e  most fundamental  p r i n c i p l e s  of "well-being" and "pover ty"  
were c l e a r l y  a r t i c u l a t e d  and u n i v e r s a l l y  agreed upon, some d e b a t e  would 
c o n t i n u e  about  whether  o r  no t  any one pover ty  measurement s e r i e s  cou ld  o r  
should  be used a s  an index  of n a t i o n a l  achievement ,  a s  a  source  of s t a t i s -  
t i c a l  d a t a  f o r  t h e  d e s i g n  and e v a l u a t i o n  of programs, and a s  a n  adminis- 
t r a t i v e  parameter  i n  F e d e r a l  programs. The focus  of  t h i s  r e p o r t  i s  on 
d e f i n i t i o n s  which c a n  b e  used t o  h e l p  p o l i c y  makers d e s i g n  and e v a l u a t e  
programs. However, t h e  c u r r e n t  a d m i n i s t r a t i v e  uses  cannot  h e l p  b u t .  
a f f e c t  t h e  a n a l y s e s  i n  t h i s  r e p o r t .  



NOTES TO CHAPTER I 

1. See,  f o r  example, Low-Income F a m i l i e s  and Economic S t a b i l i t y ,  
S t a f f  of  t h e  Subcommittee o n  Low-Inccme F a m i l i e s ,  J o i n t  Committee on t h e  
Economic Report  (wash ing ton ,  D.  C . :  Government P r i n t i n g  O f f i c e ,  1949) .  . 

2. See E. C o f e r ,  E. ~ r o s s m a n ,  and F. C l a r k ,  Family Food P l a n s  and 
Food Cos t s .  U.S. Devartment of  A g r i c u l t u r e .  HERR 20 (November 1962) .  

3. .  See ,  i n  p a r t i c u l a r ,  S e r i e s  P-60, Nos. 54,  68,  76,  8 1 ,  8 6 ,  91 ,  
95 ,  9 8 ,  and 102. 

4. F u r t h e r  , in fo rmat ion  on d a t a  a v a i l a b i l i t y  from t h e  1970 Census i s  
c o n t a i n e d  i n  Low-Income Data  from t h e  1970 Census,  Data Access D e s c r i p t i o n ,  
No. 29,  C o l l e c t i o n ,  E v a l u a t i o n ,  and P r o c e s s i n g  S e r i e s  CEP-7 (May 1972) .  

5 .  Another d i f f e r e n c e  between t h e ' t w o  s u r v e y s  does  no t  a f f e c t  t h e i r  
d i f f e r e n t i a l  pover ty  c o u n t s .  The CPS e x c l u d e s  t h e  i n s t i t u t i o n a l  p o p u l a t i o n  
and a l l  members of t h e  Armed Porces  l i v i n g  i n  b a r r a c k s .  Although t h e  Census 
i n c l u d e s  t h e s e  g r o u p s ,  t h e  i n s t i t u t i o n a l  p o p u l a t i o n s  a r e  no t  inc luded  i n  
t h e  pover ty  u n i v e r s e .  because  of  t h e  d i f f i c u l t y  of  c l a s s i f i c a t i o n  by income. 



11. CONCEPTS OF POVERTY MEASUREMENT 

The term pover ty  connotes  a  l a r g e  and complex s e t  of economic, s o c i a l  
and p s y c h o l o g i c a l  c o n d i t i o n s . l /  Most people  would probably  agree  t h a t  any- 
one who does  not  have enough Tesources  t o  cover  t h e i r  p e r c e p t i o n  of h i s  
needs  i s  "poor" and t h a t  needs could  i n c l u d e  food s t u f f s  i f  a  person were 
hungry o r  medical  s e r v i c e s  i f  h i s  h e a l t h  were poor.  Beyond t h i s  b a s i c  
no t  i o n  of pover ty  people have d i f f e r e n t  i n d i v i d u a l  views and p h i l o s o p h i e s .  

Pover ty  d e f i n i t i o n s  s e r v e  two q u i t e  d i f f e r e n t  f u n c t i o n s  f o r  p u b l i c  
p o l i c y  purposes :  f i r s t ,  t hey  a l l o w  program a d m i n i s t r a t o r s  t o  i d e n t i f y  
i n d i v i d u a l s  o r  f a m i l i e s  t h a t  r e q u i r e  and a r e  e l i g i b l e  f o r  h e l p .  Second, 
they  a r e  e s s e n t i a l  t o  p o l i c y  makers i n  t h e  d e s i g n  and e v a l u a t i o n  of 
program,s t o  h e l p  the  poor.  Of ten t h e , s a n e  d e f i n i t i o n  can s e r v e  both  
purposes .  But,  t h e r e  a r e  s i t u a t i o n s  i n  which i t  i s  more a p p r o p r i a t e  t o  
s e p a r a t e  t h e  two. For examplej  i n  d e t e r m i n i n g  whether a  f ami ly  i s  e l i g i -  
b l e  f o r  medical  a s s i s t a n c e ,  a  d e f i n i t i o n  might i n c l u d e  some measure of 
t h e  f a m i l y ' s  "medical  needs" compared wi th  i t s  a v a i l a b l e  r e s o u r c e s .  On 
t h e  o t h e r  hand,  f o r  d e s i g n i n g  programs t o  meet medical  needs ,  it may not 
be n e c e s s a r y  t o  i d e n t i f y  medical  needs by i n d i v i d u a l  f a m i l y ;  a g g r e g a t e  
s t a t i s t i c s  may be a l l  t h a t  i s  n e c e s s a r y .  

The impetus f o r  under tak ing  a  s t u d y  on t h e  measurement' of pover ty  
came from Congress iona l  concern  over  t h e  a l l o c a t i o n  of funds d i s t r i b u t e d  
t o  schoo l  d i s t r i c t s  under p r o v i s i o n s  of  T i t l e  I of t h e  Elementary and 
Secondary Educa t ion  Ac t .  The T i t l e  I $formula r e f l e c t s  t h e  Congress iona l  
view t h a t  pover ty  and e d u c a t i o n  a r e  r e l a t e d  and a l l o c a t e s  p r o p o r t i o n a t e l y  
more funds  t o  schoo l  d i s t r i c t s  wi th  h i g h e r  i n c i d e n c e s  of pover ty .  
Resources a r e  g iven  t o  those  s c h o o l s  whose a t t e n d a n c e  a r e a s  have con- 
c e n t r a t i o n s  of c h i l d r e n  from low-income f a m i l i e s  so t h a t  l o c a l  schoo l  
programs can be developed f o r  those  c h i l d r e n  who have need of s p e c i a l  

' e d u c a t i o n a l  a s s i s t a n c e .  

A "thorough e v a l u a t i o n  and s tudy  of compensatory e d u c a t i o n  programs'' 
is being under taken  by t h e  Na t iona l  I n s t i t u t e  of  Educa t ion  (NIE)  under t h e  
i n s t r u c t i o n s  of s e c t i o n  821 of t h e  Educa t ion  Amendments of 1974 ( P . L .  93- 
380) .  The s t u d y  i s  t o  be completed by September 30, 1977 -- i n  t ime t o  
p rov ide  Congress w i t h  i n f o r m a t i o n  d u r i n g  i t s  d e l i b e r a t i o n s  on t h e  reau th -  
o r i z a t i o n  o f  T i t l e  I .  The N I E  s tudy  w i l l  be a  comprehensive examina t ion  
of e d u c a t i o n a l  d i s a d v a n t a g e .  I n  c o n t r a s t ,  t h e  p r e s e n t  s tudy  i s  on pover ty  
measures ,  one of which i s  used i n  t h e  T i t l e  I a l l o c a t i o n  formula .  

Social and Cultural Conceptions of Poverty 

Some s o c i a l  s c i e r i t  i s t s  would l i k e ,  t o  use g e n e r a l  " s o c i a l  i n d i c a t o r s "  
a s  measures of pover ty .  A t t e n t i o n  has  been focused on ways, o t h e r  t h a n  
l ack  of money, i n  which t h e  poor d i f f e r  from t h e  r e s t  of s o c i e ~ y  -- on 
now t h e  poor compare with t h e  r e s t  of s o c i e t y  i n  terms of "wel l -being,"  
" q u a l i t y  of l i f e , "  and " s o c i a l  h e a l t h . "  Some of t h e  i n d i c a t o r s  which I 



have been examined a r e  a d u l t  and i n f a n t  m o r t a l i t y ,  m o r b i d i t y ,  n u t r i t i o n  
and m a l n u t r i t i o n ,  l i t e r a c y  and e d u c a t i o n a l  l e v e l s ,  h o u s i n g ,  and neighbor-  
hood c o n d i t i o n s  ( such  a s  overcrowding and c r i m i n a l  v i c t i m i z a t i o n ) .  

It is  not  so  much a  non-economic measure of  pover ty  which i s  d e s i r e d ,  
but  a  c o n c e p t i o n  of  pover ty  t h a t  goes beyond s imple  economic n o t i o n s .  The 
c a u s e s ,  c o r r e l a t e s ,  and s o l u t i o n s  t o  t h e  problems of  pover ty  cannot  be  
l i m i t e d  t o  economic ones .  However, economic a t t r i b u t e s  never  c o r r e l a t e  
p e r f e c t l y  and sometimes c o r r e l a t e  q u i t e  p o o r l y  w i t h  t h e  p s y c h o l o g i c a l  and 
c u l t u r a l  b e h a v i o r a l  p a t t e r n s  o f t e n  thought  of  a s  c h a r a c t e r i s t i c  o f  t h e  
poor.  T h e r e f o r e ,  s o c i a l  i n d i c a t o r s  which a r e  meant t o  be a  measure of  t h e  
" q u a l i t y  of l i f e "  of  the' poor cannot  be l i m i t e d  t o  t h e  poor .  It may be 
p o s s i b l e  f o r  f u r t h e r  r e s e a r c h  us ing  a  v a r i e t y  of  economic measures of  

. . pover ty  t o  p rov ide  more i n s i g h t  i n t o  t h e  r e l a t i o n  between l a c k  o f  
r e s o u r c e s  and q u a l i t y  of l i f e .  

I Economic Measures of Poverty 7 

Economic d e f i n i t i o n s  of pover ty  can be fo rmula ted  i n  two r a t h e r  d i f -  
f e r e n t  ways. I n  one ,  pover ty  i s  d e f i n e d  s p e c i f i c a l l y  i n  terms of  what t h e  
o v e r a l l  p o p u l a t i o n  h a s .  These a r e  u s u a l l y  c a l l e d  r e l a t i v e  d e f i n i t i o n s .  A 
p u r e l y  r e l a t i v e  measure d e f i n e s  a  f i x e d  p e r c e n t  of t h e  p o p u l a t i o n  a s  poor .  
A q u a s i - r e l a t i v e  measure d e f i n e s  t h e  p o o r . a s  t h o s e  whose income i s  below a  
f i x e d  p e r c e n t  of t h e  median income. A commonly proposed p u r e l y  r e l a t i v e  
d e f i n i t i o n  i s  t h e  lowest  q u i n t i l e  o r  q u a r t i l e .  A commonly proposed quas i -  
r e l a t i v e  d e f i n i t i o n  of pover ty  would s e t  t h e ' t h r e s h o l d  a t  50 p e r c e n t  o f  
.median income. 

I n  t h e  second type  of d e f i n i t i o n ,  pover ty  i s  d e f i n e d  i n  terms of  a  
f a m i l y ' s  a b i l i t y  t o  purchase  a  s p e c i f i e d  market  baske t  of goods and s e r -  
v i c e s .  These a r e  u s u a l l y  c a l l e d  a b s o l u t e  d e f i n i t i o n s  because  t h e  c o s t  of  
t h e  market  baske t  is  determined o b j e c t i v e l y  and s e r v e s  a s  t h e  t h r e s h o l d .  
However, t h e  composi t ion of t h e  market  b a s k e t  i s  s u b j e c t i v e  and r e p r e s e n t s  
a  judgment about  some minimal ly  a c c e p t a b l e  l e v e l  of l i v i n g .  S ince  t h i s  
judgment v a r i e s  wi th  t h e  g e n e r a l  s t a n d a r d  of  l i v i n g ,  a b s o l u t e  d e f i n i t i o n s  
of pover ty  . a r e  meaningful  on ly  wi th  r e f e r e n c e  t o  a  g iven  p e r i o d  and p l a c e .  

Under lying many concep t ions  of pover ty  i s  some n o t i o n  of  t h e  i d e a l  
( o r  a t  l e a s t  an a c c e p t a b l e )  shape of ' t h e  income d i s t r i b u t i o n .  Formal 
e x p r e s s i o n s  of  some minimal ly  a c c e p t a b l e  amount of' i n e q u a l i t y  go a s  f a r  
back a s  P l a t o ,  who sugges ted  t h a t  i n  an i d e a l  s o c i e t y  no man should  be  
more than  f o u r  t imes  r i c h e r  than  any o t h e r  (The ~ a w s ) .  A modern d a y -  
p h i l o s o p h e r ,  John Rawls, has  sugges ted  t h a t  a  j u ~ s t i n c o m e  d i s t r i b u t i o n  
would be t h a t  which people  would se lec ' t  i f  t h e y  d i d  no t  know i n  advance 
where on t h e  d i s t r i b u t i o n  they  would be.  He b e l i e v e s  t h a t  t h e  amount o f  
i n e q u a l i t y  t h a t  would be a c c e p t a b l e  would be t h a t  amount which would 
produce t h e  g r e a t e s t  amount of wel l -being f o r  t h e  l e a s t  advantaged.  2 1  
Rawls' work was widely  accla imed when f i r s t '  pub l i shed  but  has  l a t e l y -  
been r e c e i v i n g  e x t e n s i v e  t h e o r e t i c a l  c r i t i c i s m .  



Pover ty  need n o t ,  however, be conceived of  i n  e t h i c a l ,  t e rms .  It can 
a l s o  be simply a  n o t i o n  of  what it t a k e s  t o  "ge t  a l o n g , "  wi thou t  r egard  t o  
any o b l i g a t i o n  t o  t h o s e  who have l e s s  t h a n  t h a t .  Over t h e  y e a r s  Ga l lup  
p o l l s  have inc luded  q u e s t i o n s  on t h e  minimum amounts of  money needed 
by f a m i l i e s  t o  g e t  a long .  These q u e s t i o n s  a d d r e s s  o n l y  t h e  bottom p o r t i o n  
o f ,  and no t  t h e  e n t i r e ,  income d i s t r i b u t i o n ;  t h e y  do no t  a d d r e s s  i s s u e s  
of r e d i s t r i b u t i o n .  They a l s o  do not  c o n s i d e r  t h e  d i f f e r e n c e  between 
what peop le  t h i n k  t h e y ,  themse lves ,  would consume and what they  would 
be w i l l i n g  t o  be taxed f o r  i n  o r d e r  t o  p rov ide  f o r  o t h e r s .  

A fundamental  d e c i s i o n  i n  any of  t h e  p o v e r t y  d e f i n i t i o n s  is  how t o  
d e t e r m i n e  t h e  l e v e l  of t h e  t h r e s h o l d ,  t h a t  i s ,  t h e  l e v e l  below which 
people  a r e  d e s i g n a t e d  poor.  Th i s  i s  c l e a r l y  t h e  c a s e  i n  t h e  a b s o l u t e  
d e f i n i t i o n .  However, t h e  f i x e d  p e r c e n t  i n  t h e  p u r e l y  r e l a t i v e  d e f i n i t i o n  
o r  t h e  f i x e d  pe rcen t  of t h e  median i n  a  q u a s i - r e l a t i v e  d e f i n i t i o n  must 
a l s o  be a r b i t r a r i l y  chosen.  Those measures based on community v iews a r e  
t o  some e x t e n t  f r e e  from t h i s  d i f f i c u l t y .  31 The Counci l  o f  Economic 
Advisors  Repor t  i n  1964 chose  20 p e r c e n t ,  b u t  j u s t i f i e d  i t  by r e f e r r i n g  ---- 
t o  a  s t u d y  us ing  a  market  baske t  approach.  The q u a s i - r e l a t i v e  d e f i n i t i o n  
most f r e q u e n t l y  used is  50 p e r c e n t  of t h e  median income, chosen i n  1967 
by V i c t o r  Fuchs as  an a r b i t r a r y  but  r e a s o n a b l e  number. 41 It was a t  - 
about  t h e  same l e v e l  a s  t h e  Orshansky l e v e l  i n  1959. 

The r e l a t i v e  d e f i n i t i o n s  a r o s e  l a r g e l y  i n  r esponse  t o  d i f f i c u l t i e s  
i n h e r e n t  i n  r e v i s i n g  an a b s o l u t e  l e v e l  t o  r e f l e c t  growing a f f  luence .  Even 
when an a b s o l u t e  t h r e s h o l d  i s  a d j u s t e d  f o r  changes i n  t h e  l e v e l  of p r i c e s ,  
a  d i m i n i s h i n g  p r o p o r t i o n  of t h e  p o p u l a t i o n  i s  c l a s s i f i e d  a s  poor when income 
s h i f t s  upward due t o  i n c r e a s e s  i n  r e a l  p r o d u c t i v i t y  over  t i m e . '  'Pure ly  r e l a -  
t i v e  measures ,  on t h e  o t h e r  hand,  a r e  c r i t i c i z e d  because  t h e  pover ty  popu- 
l a t i o n  w i l l  be t h e  same f i x e d  p e r c e n t  whether examkned i n  d i f f e r e n t  p l a c e s  
o r  a t  d i f f e r e n t  t i m e s ,  even though t h e  l e v e l  i n  r e a l  terms w i l l  be d i f f e r e n t .  
S i m i l a r l y ,  a  d e f i n i t i o n  which i s  a  f r a c t i o n  of t h e  median income has  been 
c r i t i c i z e d  because ,  a l though  i t  does a l l o w  f o r  t h e  p o s s i b i l i t y  of  d i m i n i s h i n g  
o r  e l i m i n a t i n g  p o v e r t y ,  t h i s  w i l l  happen o n l y  i f  t h e  income d i s t r i b u t i o n  
changes .  Since  t h e  o v e r a l l  income d i s t r i b u t i o n  has  not  changed measurably  
d u r i n g  t h i s  c e n t u r y ,  a n a l y s e s  us ing  t h i s  measure d i f f e r  l i t t l e  from t h o s e  
u s i n g  a  p u r e l y  r e l a t i v e  measure.  

For a l l  economic d e f i n i t i o n s ,  s e t t i n g  t h e  l e v e l  of  pover ty  and d e f i n i n g  
income a r e  r e q u i r e d .  

Setting a Poverty Level 

Needs can be d e f i n e d  a s  what i s  r e q u i r e d  t o  s u r v i v e  o r  t o  g e t  a long 
a t  a  "minimum s tandard"  compared t o  t h e  r e s t  of s o c i e t y .  U n t i l  t h e  l a s t  
two c e n t u r i e s ,  n a t i o n s  g e n e r a l l y  had l i t t l e  c h o i c e  excep t  t o  d e f i n e  i t  
i n  terms of  s u r v i v a l ;  o n l y  a  smal l  p r o p o r t i o n  of t h e  p o p u l a t i o n  d i d  much 
b e t t e r  t h a n  s u b s i s t .  But t y p i c a l  l e v e l s  of  l i v i n g  improved i n  t h e  l a s t  
two c e n t u r i e s ,  and some people  began t o  look a t  pover ty  a s  a  comparat ive  
s t a t e .  Adam Smith i n  1776 ( w e a l t h  o f  N a t i o n s )  wro te :  ---- - 

, 
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By n e c e s s a r i e s  I unders tand  no t  o n l y  t h e  commodities which 
a r e  i n d i s p e n s a b l y  n e c e s s a r y  f o r  t h e  s u p p o r t  of l i f e ,  b u t  
whatever  t h e  custom of t h e  c e n t u r y  r e n d e r s  i t  i n d e c e n t  f o r  
c r e d i t a b l e  peop le ,  even of t h e  lowest  o r d e r ,  t o  be w i t h o u t .  

By t h e  20 th  c e n t u r y ,  t h i s  view of pover ty  a s  a  comparat ive  s t a t e  
ga ined  c o n s i d e r a b l e  suppor t  i n  t h e  Uni ted  S t a t e s .  The budgets  p repared  
by t h e  Bureau of Labor i n  1907 mark a  d i s t i n c t  t u r n i n g  p o i n t  i n  t h e  con- 
c e p t  of pover ty :  budgets  were dev i sed  t o  meet "minimum s t a n d a r d s "  ( i  . e . ,  
s u b s i s t e n c e )  a s  w e l l  a s  a  " f a i r  s t a n d a r d "  -- t o  i n c l u d e  goods needed f o r  
t h e  "development and s a t i s f a c t i o n  of human a t t r i b u t e s . ' '  It i s  t o  be 
n o t e d ,  however, t h a t  more r e c e n t  budgets  developed by t h e  BLS s i n c e  1948 
f o r  a  c i t y  w o r k e r ' s  f ami ly  have no t  c e n t e r e d  on t h e  concept  of pover ty  
but  on v a r i o u s  l e v e l s  of l i v i n g  f o r  a  year-round f u l l - t i m e  worker i n  t h e  
Uni ted  S t a t e s .  

> 

Most Americans today would probably  a g r e e  t h a t  a  pover ty  s t a n d a r d  
ought t o  i n c l u d e  t h e  a b i l i t y  t o  s a t i s f y  needs i n  a d d i t i o n  t o  t h o s e  
n e c e s s a r y  f o r  s u r v i v a l .  However, j u s t  what t h e  minimum s t a n d a r d  should  
be i s  s u b j e c t  t o  c o n s i d e r a b l e  d e b a t e .  

I S t a n d a r d s  o f  P h y s i c a l  Needs 

Two a l t e r n a t i v e  t echn iques  were used i n  e a r l y  s t u d i e s  t o  c a l c u l a t e  
r e s o u r c e s  needed to. ach ieve  ' s u b s i s t e n c e :  su rveys  of a c t u a l  e x p e n d i t u r e s  
o £  t h e  poor ,  and t h e  " p r i c i n g  out"  of ' a  h y p o t h e t i c a l  market  b a s k e t .  Both 
t e c h n i q u e s  have su rv ived  t o  some e x t e n t  t o d a y ,  but  o n l y  t h e  l a t t e r  i s  
d i s c u s s e d  h e r e  i n  dep th .  The f o r m e r , ' s u r v e y i n g  a c t u a l  e x p e n d i t u r e s ,  
r e q u i r e s  some n o t i o n  of t h e  t o t a l  l e v e l  of r e s o u r c e s  cons ide red  a d e q u a t e ,  
which i's o f t e n  d e r i v e d  from a  c o n s i d e r a t i o n  of t h e  t o t a l  r e s o u r c e  d i s -  
t r i b u t i o n .  Development of a  h y p o t h e t i c a l  market  baske t  r e q u i r e s  t h e  
d e t e r m i n a t i o n  of those  commodities o r  goods i n  s p e c i f i e d  amounts t o  be 
inc luded  i n  t h e  market  b a s k e t .  C u r r e n t l y ,  s t a t e  w e l f a r e  a g e n c i e s  use  
t h i s  approach a s  one c o n s i d e r a t i o n  i n  de te rmin ing  t h e  s i z e  of payments. 
The problem with  de te rmin ing  a  measure u s i n g  t h e  h y p o t h e t i c a l  market  
baske t  approach i s  t h a t  t h e r e  i s  c u r r e n t l y  no o b j e c t i v e  method f o r  d e t e r -  
mining a l l  needs .  The two components most o f t e n  cons ide red  a r e  food and 
hous ing  . 

N u t r i t i o n a l  s t a n d a r d s  e x i s t  from s e v e r a l  s o u r c e s .  Some of t h e  more 
prominent a r e :  Recommended D i e t a r y  Allowances,  E i g h t h  E d i t i o n ,  N a t i o n a l  
Academy of S c i e n c e s  (RDA); Handbook of Human N u t r i t i o n a l  Requirements ,  
Food and A g r i c u l t u r a l  O r g a n i z a t i o n  of t h e  United Na t ions  (FAO); and 
S t a n d a r d s  f o r  E v a l u a t i o n  of D a i l y  D i e t a r y  I n t a k e  used i n  t h e  Hea l th  and 
N u t r i t i o n  Examinat ion Survey Uni ted  S t a t e s  1971-72 (HANES Survey) .  These 
s t a n d a r d s  s p e c i f y  amounts of n u t r i e n t s  f o r  v a r i o u s  age-sex combina t ions .  
The s t a n d a r d s  can be t r a n s l a t e d  i n t o  combinat ions  of foods t h a t  might be 
expec ted  t o  s u s t a i n  l i f e  and good h e a l t h .  Fur thermore ,  i t  i s  p o s s i b l e  t o  
examine d i e t s  and measure t h e  a c t u a l  i n t a k e  of n u t r i e n t s  of i n d i v i d u a l s  
o r  subgroups  of t h e  p o p u l a t i o n .  Bu t ,  i t  i s  impor tan t  t o  n o t e  t h a t  even 



t h e  n u t r i t i o n a l  s t a n d a r d s  -- t h a t  i s ,  t h e  amount recommended f o r  op t ima l  
consumption o r  t o  avoid  consequences of n u t r i t i o n a l  d e f i c i e n c y  -- a r e  nqt ,  
wi thou t  q u e s t i o n .  Many c o u n t r i e s  use  lower s t a n d a r d s  and even i n  t h i s  
c o u n t r y  t h e r e  i s  disagreement  a s  t o  whether t h e  margin  of s a f e t y  i s  s e t  
t o o  h igh .  

Moreover, adequate  n u t r i t i o n  can be o b t a i n e d  from d i e t s  v a r y i n g  
widely  i n -  q u a l i t y  and c o s t .  The d e t e r m i n a t i o n  of which f o o d s t u f f s  and i n  
what - q u a n t i t y  c o n s t i t u t e  an a p p r o p r i a t e  d i e t  even when e m p i r i c a l l y  based 
r e q u i r e s  some a r b i t r a r y  assumpt ions .  F i n a l l y ,  s t u d i e s  have shown t h a t ,  
even a t  upper income l e v e l s ,  30 p e r c e n t  o r  more do not  consume " n u t r i -  
t i o n a l l y  adequate"  d i e t s  -- d i e t s  t h a t  ,provide  recommended amounts of a l l  
n u t r i e n t s  c o n s i d e r e d .  

There  a r e  no commonly accep ted  s t a n d a r d s  of need f o r  housing.  It i s  
impor tan t  t o  d i s t i n g u i s h  h e r e  between hous ing  s t a n d a r d s  and s t a n d a r d s  of  
need f o r  housinn.  There i s  no l a c k  of housing s t a n d a r d s  such a s  b u i l d i n g  - - - - 
codes which d e f i n e  a c c e p t a b l e  methods of c o n s t r u c t i o n  and m a t e r i a l s  o r  
home i n s p e c t i o n  c r i t e r i a  us'ed i n  c o n n e c t i o n  w i t h  p r i v a t e  o r  F e d e r a l l y  
suppor ted  loans . .  Housing s t a n d a r d s  a l s o  p e r t a i n  t o  t h e  e x i s t e n c e  of  
f a c i l i t i e s  ( t o i l e t ,  b a t h ,  s i n k ,  e l e c t r i c i t y ) ,  t o  t h e  l e v e l  of maintenance 
( b o t h  s t r u c t u r a l  and s a n i t a r y ) ,  and t o  occupancy. 

t 

None of t h e s e  housing s t a n d a r d s ,  however, a r e  widely  accep ted  a s  a  
s t a n d a r d  of need.  They do no t  t e l l  what k ind o r  how much housing i s  
n e c e s s a r y  f o r  t h e  b a s i c  h e a l t h  of o c c u p a n t s ,  a l though  t h e r e  may be some 
r e l a t i o n s h i p .  C u r r e n t l y ,  t h e r e  i s  l i t t l e  agreement about t h e  c h a r a c t e r  
of  a  t h r e s h o l d  d e s c r i p t i o n  of hous ing ,  wi thou t  which f a m i l i e s  a r e  con- 
s i d e r e d  t o  be depr ived  o r  poor. D e s p i t e  t h i s ,  t h e  Housing and Community 
Development Act of 1974 r e f e r s  t o  "decen t ,  s a f e ,  and s a n i t a r y  d w e l l i n g s , "  
but  wi thou t  s e t t i n g  s t a n d a r d s .  

One of t h e  reasons  why s t a n d a r d s  of need f o r  s h e l t e r  a r e  so  d i f f i c u l t  
t o  c o n s t r u c t  i s  t h a t  d i f f e r e n c e s  due t o  c l i m a t e ,  t o  type  of r e s i d e n t i a l  
a r e a  (farm-nonfarm, i n n e r  c i t y - s u b u r b ) ,  t.0 type  of d w e l l i n g  ( h i g h - r i s e  
apartment. ,  dup lex ,  s i n g l e  f ami ly  d w e l l i n g ,  mobi le  home), and t o  type  o f  
f i n a n c i a l  arrangement ( r e n t i n g ,  buy ing ,  j o i n t  ownership)  r e q u i r e  h i g h l y  
f l e x i b l e  s t a n d a r d s  of need. For example,  most Northern  r e s i d e n c e s  need 
h e a t i n g  sys tems ,  some Sou thern  r e s i d e n c e s  do n o t .  

A good example of t h e  t h e o r e t i c a l  problems a s s o c i a t e d  wi th  s t a n d a r d s .  
of  need f o r  housing i s  t h e  "number of rooms" component sometimes used f o r  
s n a l y t  i c a l  purposes .  By t h i s  d e f i n i t i o n ,  a  house o r  apar tment  is  c o n s i d e r e d  
subs tandard  i f  t h e  number of rooms i s  l e s s  t h a n  1 . 0 1  rooms pe r  occupan t .  
( P r e v i o u s  d e f i n i t i o n s  used 2 .0  and t h e n  1 .5  occupan t s  per  room). While 
t h i s  may appear  r e a s o n a b l e  f o r  s m a l l  f ami l i e s , ,  it i s  not  when a p p l i e d  
t o  l a r g e  f a m i l i e s .  

None the less ,  i t  may y e t  be p o s s i b l e  t o  deve lop  a  s t a n d a r d  of need 
f o r  housing based,  pe rhaps ,  on minimum f l o o r  space  per  pe r son  and on 



e x i s t e n c e  of b a s i c  f a c i l i t i e s  l i k e  running w a t e r ,  power, and on t h e  main- 
t enance  of a c c e p t a b l e  t e m p e r a t u r e s .  

For o t h e r  c a t e g o r i e s  bf b a s i c  needs ,  t h e r e  a r e  no g e n e r a l l y  accep ted  
s c i e n t i f i c  s t a n d a r d s .  Thus, t o  measure pover ty  us ing  such an approach 
r e q u i r e s  e i t h e r  r e s o l v i n g  t h e  c o n c e p t u a l  problems involved i n  d e t e r m i n i n g  
such s t a n d a r d s ,  o r  us ing  l e s s  r i g o r o u s l y  d e f i n e d  n o t i o n s  of d e p r i v a t i o n .  
Chapter  111, Data A v a i l a b i l i t y  and L i m i t a t i o n s ,  d e s c r i b e s  t h e  s i g n i f i c a n t  
su rveys  and s t a t i s t i c a l  s e r i e s  which a r e  a p p l i c a b l e  t o  t h e  s u b j e c t  o f  
s t a n d a r d s .  I n  Chapter  I V Y  we e x p l o r e  t h o s e  a l t e r n a t i v e s  which can be 
d e r i v e d  from e x i s t i n g  d a t a .  

Adius tments  f o r  Familv s i z e  and C o m ~ o s i t i o n  

Thus f a r ,  we have d i s c u s s e d  f a m i l y  needs a s  though a l l  f a m i l i e s  were 
a l i k e  o r  could  be averaged.  The needs of i n d i v i d u a l s  o r  f a m i l i e s  c l e a r l y  
depend on t h e i r  c i r c u m s t a n c e s ,  a s  w e l l  a s  on t h e  e t h i c a l  o r  normat ive  
p r i n c i p l e s  of s o c i e t y  i n  g e n e r a l .  One normat ive  p r i n c i p l e  c a l l s  f o r  
e q u a l  t r e a t m e n t  f o r  f a m i l i e s  e n j o y i n g  e q u a l  wel l -being.  I n  t h e  c a s e  
of  p o v e r t y ,  e q u a l  wel l -being i s  u s u a l l y  i n t e r p r e t e d  a s  economic we l l -  
being.  U n f o r t u n a t e l y ,  t h e  o n l y  s t r a i g h t f o r w a r d  a p p l i c a t i o n  of such a  
p r i n c i p l e  i s  t h a t  f a m i l i e s  which a r e  i d e n t i c a l  i n  e v e r y  r e l e v a n t  r e s p e c t  
should  be t r e a t e d  e q u a l l y .  Although some t h e o r e t i c a l  work i n  consumption 
economics has  been d i r e c t e d  t o  d e t e r m i n i n g  e q u i v a l e n t  incomes f o r  f a m i l i e s  
t h a t  d i f f e r  i n  s i z e  and compos i t ion ,  i t s  a p p l i c a t i o n  i s  c o n s t r a i n e d  both  
because  of t h e o r e t i c a l  and d a t a  l i m i t a t i o n s .  

R e c e n t l y ,  t h e r e  has been some q u e s t i o n  of whether t a x  and pover ty  
programs ought  t o  c o n s i d e r  t h e  need d i f f e r e n c e s  of p a r t i c u l a r  f a m i l y  
groups .  The argument a g a i n s t  a d j u s t m e n t s  has  t aken  two forms. F i r s t ,  
t h e r e  has  been concern  t h a t  c o u p l i n g  t a x  d e d u c t i o n s  o r  income main- 
t enance  payments t o  f ami ly  s i z e  p r o v i d e s  i n c e n t i v e s  f o r  having l a r g e r  
f a m i l i e s .  Empi r i ca l  evidence on t h i s  i s s u e  i s  l i ~ i t e d  and c o n f l i c t i n g ,  
and no d e f i n i t e  r e s o l u t i o n  i s  p o s s i b l e  a t  p r e s e n t .  

The second,  more s u b t l e ,  argument a g a i n s t  making such ad jus tments  
comes from t h e  compara t ive ly  new t h e o r y  of "human c a p i t a l "  i n  economics.  
It a rgues  t h a t ,  t o  a  l a r g e  e x t e n t ,  f ami ly  c o n f i g u r a t i o n s  can be viewed 
a s  t h e  r e s u l t  of a  r a t i o n a l ,  d e l i b e r a t e  c h o i c e ,  i n  which t h e  c o s t s  and 
b e n e f i t s  of f ami ly  s i z e  a r e  weighed and op t imal  f a m i l i a l  r e l a t i o n s  a r e  
dec ided .  Dec i s ions  on l i v i n g  arrangements  -- l i k e  whether a  woman m a r r i e s ,  
l i v e s  a l o n e  o r  l i v e s  wi th  h e r  grown c h i l d r e n  -- a r e  c o n s i d e r e d  t h e  r e , s u l t ,  
t o  a  s i g n i f i c a n t  degree , ,  of t h e  same r a t i o n a l  procedure  c o n v e n t i o n a l l y  
assumed t o  e x p l a i n  a  consumer ' s  c h o i c e  between a p p l e s  and o ranges .  To t h e  
e x t e n t  t h a t  one b e l i e v e s  t h a t  t h e  d e c i s i o n  t o  marry o r  t o  have c h i l d r e n  
i s  t h e  r e s u l t  of d e l i b e r a t e  c h o i c e ,  smal l  f a m i l i e s  may not. be b e t t e r  o f f  
than  l a r g e  f a m i l i e s  wi th  equa l  incomes. The human c a p i t a l  argument does  
not  s t a t e  t h a t  f ami ly  p h y s i c a l  needs a r e  not  g r e a t e r  t h e  more persons  
t h e r e  a r e ,  but  t h a t  non-monetary b e n e f i t s  may ba lance  t h e  g r e a t e r  p h y s i - '  
c a l  needs .  



T h i s  p o s i t i o n  h a s  been a t t a c k e d  on two b a s i c  grounds.  F i r s t ,  t h e  
assumpt ion of r a t i o n a l i t y  and c o n t r o l  i n  d e c i s i o n s  of  mar r i age  and 
c h i l d r e n  h a s  been c h a l l e n g e d .  Second, t h e  argument assumes t h a t  a  f ami ly  
i s  somehow b e t t e r  o f f  f o r  having achieved i t s  s t a t u s  v o l u n t a r i l y .  Most 
opponents  have c o n c e n t r a t e d  on t h e  i r o n i c  i n c o n s i s t e n c y  t h a t  some members 
of t h e  f a m i l y  may not have been v o l u n t e e r s .  

The m a j o r i t y  view i s  t h a t  pover ty  b u d g e t s  should  be  keyed,  t o  some 
e x t e n t ,  t o  family  s i z e  and composi t ion.  Determining t h e  n a t u r e  and s i z e  
of  a d j u s t m e n t s ,  however,  i s  no e a s y  m a t t e r .  F i r s t ,  t h e  p a r t i c u l a r  
a t t r i b u t e s  of f ami ly  s t r u c t u r e  which c r e a t e  need d i f f e r e n c e s  must be  
i d e n t i f i e d .  Family s i z e  i s  t h e  f i r s t  and most obv ious  c a n d i d a t e :  some 
needs  such a s  food and c l o t h i n g  i n c r e a s e  wi th  fami ly  s i z e .  Indeed ,  most 
s t a t e  w e l f a r e  depar tments ,  a s  w e l l  a s  t h e  F e d e r a l  income t a x  sys tem,  a l l o w  
ad jus tments  f o r  f ami ly  s i z e .  Age, bo th  of  c h i l d r e n  and of t h e  head of t h e  
househo ld ,  a l s o  appears  t o  i n f l u e n c e  need. Employment s t a t u s  of t h e  head 
of househo ld ,  m o t h e r ' s  employment s t a t u s  (and c h i l d  c a r e  n e e d s ) ,  and 
r e s i d e n c e  a r e  a l s o  sugges ted  a s  p o s s i b l e  d e t e r m i n a n t s  of need.  

Both t h e  r e l e v a n t  a t t r i b u t e s  and t h e  s i z e  of t h e  adjus tment  t o  be 
made f o r  each p a r t i c u l a r  a t t r i b u t e  need t o  b e  determined.  The b a s i c  
problem h e r e ,  and one which h a s  occupied s o c i a l  s c i e n t i s t s  and po l i cy -  
makers s i n c e  E n g e l ' s  work i n  t h e  n i n e t e e n t h  c e n t u r y ,  i s  t o  q u a n t i f y  
e q u i v a l e n t  l i v i n g  s c a l e s  f o r  f a m i l i e s  of d i f f e r e n t  t y p e s .  - 51 

The s i m p l e s t  t echn ique  a v a i l a b l e  t o  a d j u s t  budget  r equ i rements  f o r  
d i f f e r e n c e s  i n  f ami ly  s i z e  i s  a  s imple  l i n e a r  expans ion :  each i n d i v i d u a l  
i s  assumed t o  have e q u a l  "needs" -- needs which a r e  independent  of e i t h e r  
h i s  own c h a r a c t e r i s t i c s  o r  t h e  c h a r a c t e r i s t i c s  of t h e  fami ly  u n i t  t o  
which he  be longs .  The l i n e a r  expans ion  t echn ique  assumes t h a t .  needs a r e  
constant .  a c r o s s  i n d i v i d u a l s ;  o n l y  t h e  number of people and not t h e  type ,  
of people  i s  r e l e v a n t  t o  budget  r e q u i r e m e n t s ,  and t h e r e  a r e  no economies 
of s c a l e .  

E m p i r i c a l l y ,  however, i t  h a s  been determined t h a t  needs  d o  v a r y  w i t h  
i n d i v i d u a l  c h a r a c t e r i s t i c s ,  p a r t i c u l a r l y  wi th  age and sex. I n  a d d i t i o n ,  
t h e  l i n e a r  expans ion  t echn ique  does  not  t ake  i n t o  account  t h e  degree  t o  
which sqme c o n s k p t i o n  goods ,  l i k e  t e l e v i s i o n  s e t s  and au tomobi les ,  a r e  
sha red  w i t h o u t  p r o p o r t i o n a t e  i n c r e a s e s  i n  c o s t s  a s  f ami ly  s i z e  i n c r e a s e s .  
While t h e  o l d  adage t h a t  "two can  l i v e  a s  cheap ly  a s  onet' i s  no doubt an 
e x p r e s s i o n  of romant ic  optimism, t h e  e m p i r i c a l  ev idence  does  i n d i c a t e  r e a l  
s a v i n g s  from shared  expenses .  \ 

E a r l y  consumption s t u d i e s  sugge,sted t h a t  t h e  pe rcen tage  of  income a  
fami ly  would spend on a  p a r t i c u l a r  group of goods would change a s  t h e  
l e v e l  of t h e  f a m i l y ' s  income changed. For  some goods -- termed n e c e s s i -  
t i e s  -- t h e  pe rcen tage  would d e c l i n e  a s  income l e v e l  i n c r e a s e d .  I n  
g e n e r a l ,  t h e n ,  two e q u i v a l e n t l y  canposed f a m i l i e s  w i t h  d i f f e r e n t  incomes 
would spend d i f f e r e n t  pe rcen t  ages  on given i t ems  ; t h e  higher-income 
f a m i l y  would, i n  g e n e r a l ,  spend a  s m a l l e r  pe rcen tage  o f  i t s  budget  on 



n e c e s s i t i e s  such a s  food.  Some c u r r e n t  " e q u i v a l e n t .  income" . t echn iques  
assume t h a t  f a m i l i e s  which spend e q u a l  p r o p o r t i o n s  of t h e i r  income on 
food have a t t a i n e d  e q u a l  l e v e l s  of l i v i n g .  61 - 

There a r e  s e v e r a l  problems wi th  t h i s  t e c h n i q u e .  The u n d e r l y i n g  
assumpt ion of e q u i v a l e n c e  i s  a r b i t r a r y .  Also ,  it assumes t h a t  t h e  degree  
o f .  s a t i s f a c t i o n  achieved is  independent  of t h e  a b s o l u t e  l e v e l  of expendi-  
t u r e  ( o r  consumpt idn) .  There is  no e m p i r i c a l  ev idence  o r  t h e o r e t i c a l  
b a s i s  t o  s u p p o r t  such an assumpt ion.  Fur the rmore ,  t h e  r e s u l t s  a r e  s e n s i -  
t i v e  t o  t h e  commodity chosen f o r  t h e  index.  Pe rcen tage  of income s p e n t  
on food has  f r e q u e n t l y  been used i n  t h e  p a s t ;  however, t h e  p r o p o r t i o n  of  
income s p e n t  on housing may be a s  good a  measure 6f wel l -being and l e a d s  
t'o q u i t e  d i f f e r e n t  equ iva lence  s c a l e s .  The s c a l i n g  indzx  w i l l  d i f f e r  
depending on which commodity i s  used.  . C h a p t e r  111 d e s c r i b e s  t h e  consump- 
t i o n  su rveys  which can be used t o  d e r i v e  e q u i v a l e n c e  s c a l e s .  c h a p t e r  I V  
f u r t h e r  examines t h e  e q u i v a l e n c e  s c a l e s  p r e s e n t l y  used.  

The e q u i v a l e n c e  s c a l e  u n d e r l y i n g  t h e  c u r r e n t  p o v e r t y  m a t r i x  i s  
d i f f e r e n t  from t h o s e  d e s c r i b e d  above. It a t t e m p t s  t o  d e r i v e  t h e  equiva- 
l e n c e  S c a l e  on t h e  b a s i s  of need r a t h e r  t h a n  a c t u a l  e x p e n d i t u r e s .  Food 
c o s t s  f o r  f a m i l i e s  of d i f f e r e n t  age-sex compos i t ibn  ( f a m i l y  t y p e s )  were 
d e r i v e d  by " c o s t i n g  o u t "  food needs based on n u t r i t i o n a l  r equ i rements  
( f o r  men, women, and c h i l d r e n  of d i f f e r e n t  a g e s )  sugges ted  by t h e  
N a t i o n a l  Research Counci l ;  t h i s  a l lows  c o n s i d e r a t i o n  of age and s e x  
d i f f e r e n c e s  i n  need. A m u l t i p l i e r  was t h e n  a p p l i e d  t o  t h e  food r e q u i r e -  
'ments t o  r e f l e c t  nonfood needs .  .   he assumpt ion t h a t  f o r  c e r t a i n  f a m i l y  
s i z e s  t h e  e q u i v a l e n c e  s c a l e  f o r  nonfood i t ems  i s  t h e  same a s  f o r  food 
i tems has  been c r i t i c i z e d .  Other ch ' ap te r s  d i s c u s s  t h i s  methodology i n  
much more d e t a i l ,  and Chapter  IV examines t h e  i m p l i c a t i o n s  of upda t ing  
t h e  matr ix '  u s ing  t h e  same methodology and more c u r r e n t  d a t a .  

Geographic Cost-of-Living D i f f e r e n c e s ,  - 
Many people  b e l i e v e  t h a t  t h e  c o s t  of l i v i n g  v a r i e s  a c r o s s  geograph ic .  

a r e a s .  Income l e v e l s  do v a r y  s i g n i f i c a n t l y  from r e g i o n  t o  r e g i o n  and 
.. between r u r a l  and urban a r e a s ,  bu t  t h e  e x t e n t  of v a r i a t i o n  i n  t h e  c o s t  of 

l i v ' i n g  i s  d i f f i c u l t  t o  de te rmine .  T e c h n i c a l  Paper XV,  A n a l y t i c  Suppor t  
f o r  Cost-of-Living D i f f e r e n t i a l s  i n  t h e  Pover ty  Thro,sho.lds, Techn ica l  Paper  
I V Y  The Bureau o f  Labor S t a t i s t i c s  Family Budget Program, and T e c h n i c a l  
Paper  X I I I ,  Geographic D i f f e r e n c e s  and R e l a t i v e  Pover ty  d i s c u s s  t h i s  i n  
more d e t a i l .  To show why t h i s  i s s u e  is  so p r o b l e m a t i c a l ,  some b a s i c  con- 
c e p t u a l  problems a r e  p r e s e n t e d  below. I f '  p r i c e s  do v a r y  from p l a c e  t o  
p l a c e ,  t h e n , o b v i o u s l y  t h e  p r i c e  of a  f i x e d  market  baske t  of goods and 
s e r v i c e s  would a l s o  vary .  But ,  i f  t a s t e  p r e f e r e n c e s  a l s o  v a r y  from p l a c e  . 

t o  p l a c e ,  t h e  f i x e d  market  baske t  may no t  be an a p p r o p r i a t e  i n d i c a t o r  o f  
t h e  c o s t  of l i v i n g . '  "Needs" v a r y ,  e s p e c i a l l y  t h o s e  which a r e  r e l a t e d  t o  
c l i m a t e  o r  t h e  p a r t i c u l a r  economies and diseconomies  coming from dense  o r  
s p a r s e  p o p u l a t i o n .  Also: some goods a r e  not  a v a i l a b l e  un i fo rmly .  The 
v a r i a t i o n s  i n  q u a l i t y  and a v a i l a b i l i t y  of med ica l  s e r v i c e  and of p u b l i c l y  



provided goods and s e r v i c e s  a r e  examples of s t r i k i n g  v a r i a t i o n  among 
geographic  a r e a s .  

The f a c t  t h a t  i n  a  g i v e n  a r e a  t h e  n o t i o n  of what i s  cons ide red  poor 
depends upon t h e  g e n e r a l  l e v e l  of l i v i n g  of t h e  a r e a  i t s e l f  qoses  a  s p e c i a l  
dilemma i n  a t t e m p t i n g  t o  measure geograph ic  v a r i a t i o n s  i n  t h e  c o s t  of 
l i v i n g .  A s t a n d a r d  of need determined on a  n a t i o n a l  b a s i s  may appear  
unduly  generous  i n  l o c a l  a r e a s  i f  t h e  l o c a l  c o s t  i s  l e s s  than  t h e  n a t i o n a l  
ave rage .  I f  a  l a r g e  p r o p o r t i o n  of a  l o c a l  p o p u l a t i o n  would be c o n s i d e r e d '  
poor under a  n a t i o n a l  d e f i n i t i o n ,  i f  i s  easy  t o  b e l i e v e  t h a t  t h e  n a t i o n a l  
d e f i n i t i o n  i s  somehow unfounded. For t h a t  r e a s o n ,  a  n a t i o n a l  s t a n d a r d  
b e n e f i t  l e v e l  could  cause  problems. For example, when t h e  Sena te  Finance 
Committee debated t h e  proposed Family A s s i s t a n c e  P l a n  i n  t h e  e a r l y  1970s ,  
committee members were ve ry  d i s t u r b e d  t h a t  a  b e n e f i t  of $2,400 f o r  a  
f a m i l y  of f o u r  meant 35 pe rcen t  of M i s s i s s i p p i ' s  p o p u l a t i o n  would be 
e l i g i b l e  whi le  ,only 7  p e r c e n t  of I l l i n o i s '  would be .  Within a  s t a t e  i t  
i s  a l s o  impor tan t  t o  c o n s i d e r  how a  program b e n e f i t  may d i s t o r t  l e v e l s  o f  
l i v i n g  between t h o s e  who a r e  e l i g i b l e  and t h o s e  who a r e  n o t .  Accordingly ,  
a l though  c o s t - o f - l i v i n g  d i f f e r e n c e s  from place- to-place  a r e  hard  t o  d e f i n e  
and even h a r d e r  t o  measure,  it i s  sometimes exped ien t  t o  a d m i n i s t e r  a  
program d i f f e r e n t i a l l y  t o  accommodate d i f f e r e n c e s  i n  p r e v a i l i n g  l o c a l  wage 
r a t e s  o r  c o s t s  of s p e c i f i c  i t ems  such a s  hous ing  o r  medical  c a r e .  

With any g e o g r a p h i c a l l y  d e f i n e d  d e f l a t o r  t h e r e  a r i s e s  t h e  problem of  
b o u n d a r i e s .  Concep tua l ly  one could  imagine a  p e r f e c t l y  con t inuous  func- 
t i o n  d e f i n e d  on t h e  b a s i s  of  U.S. l a t i t u d e s  and l o n g i t u d e s .  But t h e  
p r a c t i c a l  a l t e r n a t i v e s  have t h e  drawback of t r e a t i n g  neighbors  on d i f f e r -  
e n t  s i d e s  of t h e  SMSA, s t a t e ,  o r  r e g i o n a l  boundar ies  q u i t e  d i f f e r e n t l y .  
Th i s  i s  no t  a  s e v e r e  problem i f  t h e  o b j e c t i v e  i s  l i m i t e d  t o  a g g r e g a t e  
measures i n  which t h e  i n e q u i t i e s  rough ly  ba lance  o u t .  But i f  t h e  pover ty  
i n d i c a t o r s  a r e  used t o  de te rmine  whether i n d i v i d u a l  persons  o r  f ami l . i e s  
a r e  e l i g i b l e  f o r  v a r i o u s  programs o r  b e n e f i t s ,  i n e q u i t i e s  might a r i s e .  
One would want t o  avoid making one i n d i v i d u a l  e l i g i b l e  f o r  p a r t i c u l a r  
b e n e f i t s  when a  neighbor  a c r o s s  t h e  s t r e e t  -- which s e r v e s  a s  a  boundary 
-- i s  i n e l i g i b l e  but  e q u a l l y  poor. 

U ~ d a t i n g  t h e  S tandard  

.Although i t  may be d e s i r a b l e  t o  change t h e  l e v e l  of any pover ty  mea- 
s u r e  from t ime t o  t ime ,  no r e g u l a r  changes f o r  d i f f e r e n c e s  i n  p r i c e s  a r e  
r e q u i r e d  f o r  t h e  r e l a t i v e  measures of pover ty  mentioned i n  t h e  s e c t i o n  
above on Economic Measures of Pover ty .  They a r e  i v p l i c i t l y  updated bo th  
f o r  combined changes i n  t h e  p r i c e  l e v e l  and f o r  changes i n  g e n e r a l  
l e v e l s .  No such i m p l i c i t  adjus tment  occurs  f o r  t h e  a b s o l u t e  d e f i n i t i o n s .  
The c o s t  of t h e  market  baske t  used by t h e  a b s o l u t e  measures must be ad- 
j u s t e d  t o  account  f o r  changes i n  p r i c e s  over  t ime.  The most a p p r o p r i a t e  
way t o  a d j u s t  f o r  p r i c e s  i s  t o  de te rmine  t h e  p r i c e s  of each of t h e  commod- 
i t i e s  i n  t h e  market  b a s k e t .  To t h e  e x t e n t  t h a t  such p r i c i n g  cannot be 
done,  p r i c e  indexes  not  based on t h e  s p e c i f i e d  market  baske t  a r e  o f t e n  
used.  



Index numbers s u f f e r  from s e v e r a l  l i m i t a t i o n s  f o r  upda t ing  p o v e r t y ;  
one of t h e s e  comes from t h e  s o - c a l l e d  " a g g r e g a t i o n  problem." Index 
numbers a r e  u s u a l l y  d e r i v e d  from o b s e r v i n g  what goods a r e  consumed by a  
group of d i f f e r e n t  i n d i v i d u a l s .  These goods a r e  then  used t o  r e p r e s e n t  
what a  " t y p i c a l "  consumer buys o r  t o  r e p r e s e n t  a  " t y p i c a l "  market  b a s k e t .  
To t.he e x t e n t  t h a t  t h e r e  may be s i g n i f i c a n t  d i f f e r e n c e s  a c r o s s  i n d i v i d u a l s ,  
p r i c e  changes t h a t  a f f e c t  commodities d i f f e r e n t i a l l y  w i l l  have d i f f e r e n t  
e f f e c t s  on i n d i v i d u a l s .  I f  groups  of f a m i l i e s  have s u b s t a n t i a l l y  d i f -  
f e r e n t  consumption p a t t e r n s ,  one might wish t o  use s e v e r a l  p r i c e  i n d e x e s ,  
a p p r o p r i a t e  f o r  p a r t i c u l a r  subgroups of s o c i e t y .  Two f i n a l  l i m i t a t i o n s  
a r i s e  wi th  c u r r e n t l y  pub l i shed  p r i c e  indexes :  t h e  market  b a s k e t  may be 
r e s t r i c t e d  t o  p r i v a t e  goods and s e r v i c e s ,  o m i t t i n g  such t h i n g s  a s  p u b l i c  
goods and s e r v i c e s ,  l e i s u r e ,  and goods r e c e i v e d  i n  k i n d ;  and accoun t ing  
f o r  changes i n  t h e  q u a l i t y  of goods over  t ime is  d i f f i c u l t .  

P r i c e  changes over  t ime may l ead  t o  changes i n  t h e  c o s t  of l i v i n g  
which a r e  no t  r e f l e c t e d  i n  a  p r i c e  index .  A b a s i c  p o s t u l a t e  of consumer 
o r  w e l f a r e  economics is  t h a t  i n d i v i d u a l s  purchase  goods i n  o r d e r  t o  maxi- 
mize t h e i r  s a t i s f a c t i o n ,  s u b j e c t  t o  t h e  c o n s t r a i n t s  imposed by t h e i r  
incomes and t h e  e x i s t i n g  p r i c e  l e v e l s .  The e x t e n t  t o  which a  p r i c e  change 
of a  s i n g l e  good w i l l  a f f e c t  an i n d i v i d u a l ' s  w e l f a r e  depends on h i s  p r e f -  
e r e n c e s  and on t h e  s i z e  of t h e  p r i c e  change.  For most i n d i v i d u a l s ,  an 
i n c r e a s e  i n  t h e  r e l a t i v e  p r i c e  of a  good causes  t h e  i n d i v i d u a l  t o  change 
h i s  purchases  of t h a t  good (and t h o s e  goods t h a t  a r e  complementary t o  i t )  
and t o  i n c r e a s e  h i s  purchases  of ' s u b s t i t u t e  goods. That i s ,  a  change i n  
t h e  p r i c e  of a  good probably  a l t e r s  t h e  market  b a s k e t  t h a t  i s  purchased ,  
i . e . ,  a  change i n  r e l a t i v e  p r i c e s  i s  l i k e l y  t o  a l t e r  e x p e n d i t u r e  p a t t e r n s .  
Thus,  t h e  weights  a t t a c h e d  t o  goods i n  t h e  market  b a s k e t  p r i o r  t o  p r i c e  
changes may no longer  be a p p r o p r i a t e .  

Income and Resources 

Pover ty  l e v e l s  a r e  g e n e r a l l y  compared t o  income o r  r e s o u r c e  l e v e l s .  
Within a  money economy t h e r e  i s  a  s t r o n g  tendency t o  c o n f i n e  t h e  n o t i o n  
of  income t o  t h o s e  r e c e i p t s  which a r e  i n  t h e  form of money o r  a r e  "payments 
i n  kind" f o r  p roduc t ion  of goods and s e r v i c e s  t o  be used f o r  o r  by someone 
e l s e .  Such income does not  i n c l u d e  t h e  r e t u r n s  f o r  goods and s e r v i c e s  
provided f o r  o n e s e l f .  Resources i n c l u d e  both  t h o s e  which produce money 
e a r n i n g s  and t h e  r e s t  of our accumulated s t o c k ,  t o  which cooking u t e n s i l s  
and houses  both belong.  Whether i tems produced o r  used a t  home should  be 
counted a s  income, o r  t h e  a s s o c i a t e d  s t o c k  of consumer goods counted a s  
r e s o u r c e s ,  depends on t h e  purpose f o r  which t h e  d e f i n i t i o n  is  t o  be used.  
The wel l -being of f a m i l i e s  a l s o  d i f f e r s  depending on whether t h e  income 
r e p o r t e d  i s  f o r  a  month o r  f o r  a  pe r iod  of f i v e  y e a r s ,  on t h e  e x i s t e n c e  o f  
both  f i n a n c i a l  and n o n - f i n a n c i a l  a s s e t s  o r  in-kind income, on t h e  r e c e i p t  
of lump sum income, and on t h e  composi t ion of t h e  consumption u n i t .  

For a n a l y t i c  convenience ,  i s s u e s  a s s o c i a t e d  wi th  s e t t i n g  t h e  pover ty  
l e v e l  have been s e p a r a t e d  h e r e  from t h o s e  a s s o c i a t e d  wi th  measur ing income . 
o r  r e s o u r c e s  t o  be compared wi th  t h a t  l e v e l .  However, t h e  pover ty  t h r e s h o l d  



and t h e  income measure  should  be  c o n s i s t e n t  wi th  one a n o t h e r .  For  example, 
i f  medical  needs  a r e  inc luded  i n  de te rmin ing  t h e  pover ty  t h r e s h o l d  then  
medical  r e s o u r c e s  l i k e  i n s u r a n c e  o r  medical  a s s i s t a n c e  programs should  
be inc luded  i n  t h e  income measure. S i m i l a r l y ,  i f  some v a l u e  of a s s e t s  i s  
inc luded  i n  t h e  income measure ,  t h e  need f o r  a s s e t s  should  be r e f l e c t e d  
i n  t h e  t h r e s h o l d .  P r a c t i c a l l y ,  i t  may be  more conven ien t  t o  omit some 
i t ems  from b o t h  t h e  t h r e s h o l d  and r e s o u r c e  measure than  t o  i n c l u d e  them. 
I f  t h e  d e f i n i t i o n  of income were changed t o  i n c l u d e  t h e  v a l u e  of in-kind 
b e n e f i t s ,  f o r  example,  and i f  t h e  l o g i c  of t h e  e x i s t i n g  measure were 
m a i n t a i n e d ,  t h e  r a t i o  of a f t e r - t a x  income t o  food e x p e n d i t u r e s  which i s  
used i n  canpu t ing  t h e  pover ty  t h r e s h o l d s  might be  a l t e r e d .  S i m i l a r l y ,  
whether o r  not  t h e  number of poor would change i f  u n r e a l i z e d  o r  imputed 
incane  from a s s e t s  were added t o  c u r r e n t  income would depend on t h e  
d i s t r i b u t i o n  of such imputed income. 

Accounting P e r i o d  

Except where i n t e r e s t  i s  s p e c i f i c a l l y  i n  emergency o r  s p e c i a l  s i t u a -  
t i o n s ,  pover ty  w i l l  u s u a l l y  be  pe rce ived  i n  terms of an i n d i v i d u a l ' s  
a b i l i t y  t o  s u s t a i n  a  p a r t i c u l a r  s t a t u s  f o r  some p e r i o d  of t ime .  The 
p a r t i c u l a r  d u r a t i o n ,  whether i t  i s  t o  be a  week, month, yea r  o r  l i f e t i m e ,  
depends o n  t h e  p a r t i c u l a r  purpose  t h e  d e f i n i t i o n  of pover ty  i s m e a n t  t o  
s e r v e ,  s i n c e  t h e  v a r i a t i o n  i n  t h e  f low of income an i n d i v i d u a l  r e c e i v e s  
d u r i n g  any g i v e n  p e r i o d  a f f e c t s  h i s  wel l -being dur ing  t h e  p e r i o d .  Con- 
s i d e r  t h e  fo l lowing  s t r e a m s  of e a r n i n g s :  

P e r i o d  

1 2 3  

A $ 300 $ 300 $ 300 
B 1500 -0 ,1500 
C 1000 1000 1000 
D 3000 -0- . -0- 

I n  any one p e r i o d  i t  i s  c l e a r  who i s  b e s t  o f f  and who i s  wors t  o f f  f o r  t h e  
per iod.  I f ,  however, we were i n  t h e  middle  of t h e  second pe r iod  and had 
no  knowledge of o r  a b i l i t y  t o  p r e d i c t  f u t u r e  earni 'ngs  beyond t h e  second 
p e r i o d ,  we cou ld  s a y ,  o n e ,  t h a t  C was c u r r e n t l y  b e t t e r  o f f  than  a l l  o t h e r s  
and ,  two, f o r  t h e  two p e r i o d s  C i s  b e t t e r  o f f  than  A and B. Whether A i s  
b e t t e r  o f f  i n  pe r iod  2 t h a n  D depends on whether e q u a l  weight should  be 
g i v e n  t o  a l l  p a r t s  of t h e  two p e r i o d s .  I f  we were a t  t h e  beginning of t h e  
t h r e e  p e r i o d s  and assumed t h a t  each  of t h e  four  i n d i v i d u a l s  knew what h i s  
own e a r n i n g s  p a t t e r n  would b e ,  our  p e r s p e c t i v e  would be d i f f e r e n t  s t i l l .  
Person D would have t h e  h i g h e s t  consumption.  p o t e n t i a l  s i n c e  he  cou ld  in -  
v e s t  p a r t  of h i s  e a r n i n g s  e a r l y  i n  t h e  p e r i o d  and en joy  t h e  i n t e r e s t  l a t e r .  
Person A would have t h e  l e a s t  consumption p o t e n t i a l ;  h i s  t h r e e - p e r i o d  
incane  i s  l e s s  t h a n  t h e  f i r s t - p e r i o d  income of  any of t h e  o t h e r s .  Whether 
B and C a r e  f i n a n c i a l l y  equa l  would depend on whether t h e ' c o s t  t o  B o f  
borrowing a g a i n s t  h i s  t h i r d - p e r i o d  income i s  g r e a t e r  than  t h e  i n t e r e s t  



p o s s i b l e  o n  s a v i n g s  from h i s  f i r s t - p e r i o d  income. Whether B i s  a c t u a l l y  
b e t t e r  o f f  t h a n  C w i l l  depend on t h e  v a l u e  of h i s  l e i s u r e  i n  t h e  second 
y e a r ,  and t h e  v a l u e  of  l e i s u r e  i s  a  m a t t e r  of t a s t e . .  

Th i s  i l l u s t r a t i o n  was pre 'sented i n  terms of  consumption p o t e n t i a l  
and f i n a n c i a l  we l l -be ing ;  t h e  four  pe r sons  were assurned t o  be a l i k e  i n  
a l l  r e s p e c t s  o t h e r  than  income; and why t h e  wage p a t t e r n s  v a r i e d . w a s  no t  
addressed .  Well-being depends on , t h e  pe rce ived  " v o l u n t a r i n e s s "  of t h e  
i r r e g u l a r i t y .  Someone who v o l u n t a r i l y  goes  wi thou t  income f o r  a  y e a r  
because  h e  i s  t a k i n g  a  t r i p  around t h e  world i s  cons ide red  b e t t e r  o f f .  
t h a n  someone wi th  an i d e n t i c a l  income p a t t e r n  who h a s  l o s t  h i s  j o b ,  even 
i f  h e  chose  h i s  o c c u p a t i o n  knowing t h e r e  would be long p e r i o d s  of unem- 
pl  o p e n  t . 

I 

The Census d e f i n i t i o n  of income i s  l i m i t e d  t o  " r e g u l a r "  c a s h  income 
and does  no t  i n c l u d e  r e c e i p t s  from i n s u r a n c e  p o l i c i e s ,  c a p i t a l  g a i n s ,  and 
t h e  l i k e ,  b u t  does  no t  a d j u s t  f o r  unexpected l o s s e s  l i k e  l o s s  of income 
due t o  i l l n e s s  o r  unemployment. Counting t h e  poor u s i n g  t h e  Census 
d e f i n i t i o n  means t h a t  i n  any one survey y e a r ,  people 'who a r e  e a r n i n g  
below t h e i r  normal l e v e l  w i l l  be i n c l u d e d  i n  t h e  low-income group. ,  w h i l e  
t h o s e  who a r e  t e m p o r a r i l y  e a r n i n g  much more than  they  u s u a l l y  d o  w i l l  no t  
b e  counted i n  t h e  low-income group t o  which t h e y  normal ly  be long .  

The s i z e  of  t h e  pover ty  p o p u l a t i o n  w i l l  v a r y  s i g n i f i c a n t l y  depending 
upon t h e  t ime pe r iod  of income r e q u i r e d  t o  b e  c o n s i d e r e d  poor.  I f  we 
examine monthly' income f l u c t u a t i o n s ,  t h e  poor  p o p u l a t i o n  w i l l  be  h i g h e r  
t h a n  i f  we examine annual  incomes. The a p p r o p r i a t e  accoun t ing  p e r i o d  
depends i n  p a r t  on t h e  aim' of t h e  measure.  I f  t h e  measure i s  t o  h e l p  
d e s i g n ' r e s e a r c h  which w i l l  measure t h e  i n t e r g e n e r a t i o n a l  t r a n s f e r  of  
income t o  d i f f e r e n t  g roups ,  l i f e t i m e  income i s  l i k e l y  t o  be t h e  appro- 
p r i a t e  pe r iod .  Ana lys i s  of  b a s i c  e d u c a t i o n  o r  i n h e r i t a n c e  t a x a t  ion  a r e  
examples.  On t h e  o t h e r  hand,  f o r  d e s i g n i n g  programs which d e a l  w i t h  
emergencies  o r  temporary low income, l i k e  temporary  unemployment, a  
s h o r t e r  accoun t ing  p e r i o d  i s  more a p p r o p r i a t e .  

Consumption Measures 

Measuring money s p e n t  on consumption r a t h e r  t h a n  money income h a s  
f r e q u e n t l y  been o f f e r e d  a s  an a l t e r n a t i v e  d e f i n i t i o n  of wel l -being because  
i t  e l i m i n a t e s  much of t h e  t r a n s i t o r y  phenomenon of unexpected g a i n s  o r  
l o s s e s  m a n i f e s t  i n  c u r r e n t  income f i g u r e s .  I n  o t h e r  words,  consumption 
s t a n d s  a s  a  proxy f o r  long-run income. A v a i l a b l e  d a t a  i n d i c a t e  t h a t  
r e p l a c i n g  income wi th  consumption a s  a  pover ty ,measure  may have s i g n i f i c a n t  
e f f e c t s  o n  t h e  pover ty  coun t .  s i n c e  a t  v e r y  low inccmes,  e x p e n d i t u r e s  
f o r  consumption more o f t e n  t h a n  n o t  exceed income, a  c u r r e n t  income measure 
p roduces  h i g h e r  pover ty  c o u n t s  t h a n  a  consumption measure.  I n  p a r t i c u l a r ,  
a  consumption measure would reduce  t h e  number of young poor ,  who a r e  
f r e q u e n t l y  , su f fe r ing  o n l y  temporary p o v e r t y ,  and t h e  number of aged poor  
who can  m a i n t a i n  consumption by drawing upon s a v i n g s .  



Wealth 

Wealth i s  a l s o  proposed a s  a n  a l t e r n a t i v e  measure of wel l -being 
b e c a u s e . p e o p l e  who possess  wea l th  have a  kind of s e c u r i t y  no t  a v a i l a b l e  
t o  people  wi thou t  i t  a t  c a n p a r a b l e  income l e v e l s .  Wealth no t  o n l y  pro- 
v i d e s  income but  i s ,  i t s e l f ,  a  r e s o u r c e  which may be consumed. To t h e  
e x t e n t  t h a t  we c o u l d  h e a s u r e  "human c a p i t a l "  a s  w e l l ,  w e a l t h  would g i v e  
u s  a  c l e a r e r  p i c t u r e  of l i f e t i m e  income. S t u d i e s  of t h e  e f f e c t s  of a  
w e a l t h  and a s s e t  measure on t h e  number and c a n p o s i t i o n  of t h e  poor 
p o p u l a t i o n  r e v e a l  t h a t ,  wi th  t h e  e x c e p t i o n  of t h e  aged,  people  poor i n  
income a r e  i n  g e n e r a l  a l s o  poor i n  w e a l t h .  Thus,  a  wea l th  based measure 
would reduce  pover ty  somewhat f o r  a l l  groups and e s p e c i a l l y  f o r  t h e  aged.  
A w e a l t h  measure would a l s o  s i g n i f i c a n t l y  a l t e r  t h e  d i s t r i b u t i o n  of 
economic s t a t u s  f o r  t h e  e n t i r e  U.S. p o p u l a t i o n ,  by showing even more 
people  i n  t h e  upper income b r a c k e t s .  

The u s e  of a  w e a l t h  measure ,  o r  a  measure combining w e a l t h  and 
income, poses many t e c h n i c a l  problems i n  a d d i t i o n  t o  t h o s e  of p r o p e r l y  
a s s e s s i n g  t h e  v a l u e  of a n  i n d i v i d u a l ' s  w e a l t h ,  choosing t h e  a p p r o p r i a t e  
i n t e r e s t  r a t e ,  and a r r i v i n g  a t  a  f a i r  pe r iod  of  t ime f o r  a n n u i t i z a t i o n  
and d i f f e r e n c e s  i n  t h e  l i q u i d i t y  o f . a s s e t s .  Even w i t h  an  income measure 
of p o v e r t y ,  many s o u r c e s  of income a r e  u n r e a l i z e d  ( f o r  example, apprec i -  
a t i o n  i n  t h e  v a l u e  of p r o p e r t y  o r  b u s i n e s s )  and can be  b e s t  e s t i m a t e d  o r  
imputed o n l y  by knowledge of t h e  wea l th  under ly ing  t h e  income. I n v e s t -  
ments i n  owned homes o r  automobi les  a l s o  y i e l d  in-kind income. Exc lus ion  
of such income w i l l  b i a s  e s t i m a t e s  of  a g g r e g a t e  income downward and d i s -  
t o r t  income o v e r  t ime and a c r o s s  househo lds .  Such problems should  no t  
obscure  t h e  need t o  c o n s i d e r  more t h a n  j u s t  c u r r e n t  c a s h  income i n  
a s s e s s i n g  a  p e r s o n ' s  f i n a n c i a l  s t a t u s .  F i n a n c i a l  wel l -being depends on 
more t h a n  j u s t  c u r r e n t  income. Techn ica l  Paper V I ,  Wealth and t h e  
Accounting P e r i o d  i n  t h e  Measurement of Means d i s c u s s e s  t h e s e  i s s u e s .  

I 

Taxes 

A measure  of income might  aim a t  a  "d i sposab le"  income, i n c l u d i n g  
c a s h  and in-kind b e n e f i t s .  However, t a x  payments may be a s  impor tan t  a s  
t r a n s f e r s  i n  modifying g r o s s  income t o  ach ieve  a  t o t a i  r e s o u r c e  measure.  
The i n c i d e n c e  of t a x a t i o n ,  o r  who a c t u a l l y  pays t h e  t a x ,  i s  both  theo-  
r e t i c a l l y  and e m p i r i c a l l y  a v e r y  d i f f i c u l t  i s s u e .  Thus, .a l though t h e  
i n c i d e n c e  of p e r s o n a l  income t a x e s  may be r e l a t i v e l y  s t r a i g h t  forward,  
t h e  i n c i d e n c e  of c o r p o r a t e  income, e x c i s e ,  o r  p a y r o l l  t a x e s  i s  n o t .  To 
t h e  e x t e n t  t h a t  t a x e s  r e p r e s e n t  u s e r  cha rges  f o r  se r .v ices  provided by 
governments,  i t  would be  a p p r o p r i a t e  to '  i g n o r e  t a x e s  o n l y  i f  t h e  s e r v i c e s  
were a l s o  ignored .  U n f o r t u n a t e l y ,  i t  i s  d i f f i c u l t  t o  e v a l u a t e  t h e s e  
i n c i d e n c e s  and s e r v i c e s ,  and survey d a t a  a r e  u n l i k e l y  t o  h e l p .  Chapter  
I11 d i s c u s s e s  t h e  a v a i l a b i l i t y  and l i m i t a t i o n s  of d a t a  from t h e  I n t e r n a l  
Revenue S e r v i c e .  



In-Kind Income 

I n d i v i d u a l s  i n  our  s o c i e t y  r e c e i v e  a  m u l t i t u d e  of in-kind income, 
t h a t  i s ,  b e n e f i t s  t h a t  t a k e  a  non-cash form. 7/ These b e n e f i t s  o r  sub- 
s i d i e s  may be provided by t h e  government o r  t F e  p r i v a t e  s e c t o r .  Examples 
of government in-kind b e n e f i t s  range from in-kind t r a n s f e r s  (such a s  food 
stamps o r  Medicare) t o  inves tments  i n  human c a p i t a l  (such a s  e d u c a t i o n )  
t o  s u b s i d i e s  w i t h i n  t h e  t a x  system (such a s  i n t e r e s t  and p r o p e r t y  t a x  
d e d u c t i o n s  f o r  homeowners). I n  t h e  p r i v a t e  s e c t o r ,  in-kind b e n e f i t s  
such a s  h e a l t h  i n s u r a n c e  o r  f r e e  housing may be provided by employers o r  
may be e n t i r e l y  dependent on i n d i v i d u a l  c h o i c e s  (such a s  owner-occupied 
housing o r  home-grown food) .  

In-kind s u b s i d i e s  a r e  now s i z a b l e  i n  a b s o l u t e  t e rms .  Moreover, they  
have grown s h a r p l y  over  t h e  p a s t  decade i n  b r e a d t h  and s i z e .  Out lays  i n  
t h e  food stamp program have r i s e n  from l e s s  t h a n  $100 m i l l i o n  i n  1965 t o  
$4.6  b i l l i o n  i n  f i s c a l  year  1975. Medicare and Medicaid,  which were 
no t  l e g i s l a t e d  u n t i l  1965, now c o s t  more t h a n  $25 b i l l i o n  a  y e a r ,  and 
t h e  employer-provided p o r t i o n  of p r i v a t e  h e a l t h  i n s u r a n c e  is  e s t i m a t e d  
t o  t o t a l  about  $20 b i l l i o n  a n n u a l l y .  Deduct ion of mortgage i n t e r e s t  
and p r o p e r t y  t a x e s  on owner-occupied homes i s  e s t i m a t e d  t o  c o s t  about  
$10 b i l l i o n  a  year  i n  l o s t  t a x  revenues .  

To exc lude  in-kind b e n e f i t s  from income c a l c u l a t i o n s  c l e a r l y  b i a s e s  
a g g r e g a t e  income downward. Even more i m p o r t a n t ,  however, t o  i g n o r e  in-kind 
income d i s t o r t s  income comparisons over  t ime and a c r o s s  households .  The 
r i s e  i n  in-kind t r a n s f e r s  t o  low-income households  d u r i n g  t h e  p a s t  
decade has  been s e v e r a l  t imes  t h a t  of cash  p u b l i c  a s s i s t a n c e  t r a n s f e r s .  
F r i n g e  b e n e f i t s  have a l s o  been r i s i n g  r e l a t i v e  t o  wages and s a l a r i e s .  
I r o n i c a l l y ,  t h i s  r i s e  i n  in-kind b e n e f i t s ,  many of them s p e c i f i c a l l y  
aimed a t  r educ ing  p o v e r t y ,  makes t h e  c u r r e n t  'income measure used w i t h  
t h e  pover ty  l i n e  i n c r e a s i n g l y  o b s o l e t e  a s  a  pover ty  performance measure ,  
s i n c e  it e x p l i c i t l y  exc ludes  t h e  v e r y  programs i n s t i t u t e d  t o  r educe  o r  
a l l e v i a t e  pover ty .  It has.  been e s t i m a t e d  t h a t  i f  food stamps were counted 
a s  income, t h e  number of poor would d e c r e a s e  by 5  t o  15 p e r c e n t  i n  1974. 
I n c o r p o r a t i n g  Medicare and Medicaid would a l s o  reduce t h e  pover ty  coun t  
s u b s t a n t i a l l y ,  i f  t h e  d e f i n i t i o n  of pover ty  remained unchanged. P u b l i c  
hous ing ,  f r e e  schoo l  l u n c h e s ,  "Meals on Wheels" f o r  t h e  aged ,  l e g a l  a i d ,  
neighborhood h e a l t h  c e n t e r s ,  and a  long l i s t  of o t h e r  in-kind s o c i a l  pro- 
grams a r e  o t h e r  s o u r c e s  of r e s o u r c e s  f o r  t h e  poor.  While o t h e r  programs, 
such a s  government s u b s i d i e s  t o  p u b l i c  u n i v e r s i t i e s ,  b e n e f i t  t h e  middle 
and upper c l a s s e s  much more t h a n  t h e  poor ,  and a  s y s t e m a t i c  i n c l u s i o n  
of  in-kind b e n e f i t s  might not  have a  major impact on t h e  o v e r a l l  income 
d i s t r i b u t i o n ,  under any d e f i n i t i o n  of pover ty  o t h e r  than  a  p u r e l y  r e l a t i v e  
one (and t o  some e x t e n t  under a  r e l a t i v e  d e f i n i t i o n ) ,  i n c l u s i o n  of 
in-kind b e n e f i t s  could  reduce t h e  pover ty  count and would change t h e  demo- 
g r a p h i c  compos i t ion  of t h e  poor .  

U n f o r t u n a t e l y ,  t h e  i n c i d e n c e  of in-kind b e n e f i t s  i s  p a r t i c u l a r l y  
uneven a c r o s s  households .  Not 'only do t h e  v a r i o u s  types  of government 



and p r i v a t e  in-kind b e n e f i t s  a p p l y  t o  p r e s c r i b e d ,  and o f t e n  d i f f e r e n t ,  
segments of t h e  p o p u l a t i o n ,  bu t  a l s o  t h e  i n c i d e n c e  of each  type  of in -  
kind income a c r o s s  t h e  p o t e n t i a l l y  e l i g i b l e  p o p u l a t i o n  v a r i e s .  For 
example,  many low-income households  a r e  excluded from e l i g i b i l i t y  f o r  
Medicaid,  and most a r e  excluded from p u b l i c  hous ing ;  and employer- 
provided h e a l t h  and l i f e  i n s u r a n c e  i n  1970 covered two-thi rds  of non- 
of  £ i c e  employees i n  non-union e s t a b l i s h m e n t s  b u t  97 p e r c e n t  i n  union 
e s t a b l i s h m e n t s .  Hence, t h e  a c c u r a t e  a t t r i b u t i o n  of in-kind b e n e f i t s  t o  
income would invo lve  s u b s t a n t i a l  d a t a  c o l l e c t i o n  and m a n i p u l a t i o n .  

How t h e s e  in-kind b e n e f i t s  should  be valued i s  an  impor tan t  i s s u e  i n  
t h e  measurement of income and pover ty .  T y p i c a l l y ,  pub l i shed  d a t a  on t h e  
amounts of in-kind income provided through v a r i o u s  programs a r e  shown i n  
terms of  t h e  p r o v i d e r s '  c o s t s  o r  o u t l a y s .  For example, among government 
in-kind t r a n s f e r s ,  i t  i s  t h e  c o s t  t o  t h e  government ( i . e . ,  program out-  
l a y s  e x c l u s i v e  of a d m i n i s t r a t i v e  c o s t s )  t h a t  i s  equated w i t h  r e c i p i e n t  
" b e n e f i t s . "  However, t h e  v a l u e  t o  t h e  r e c i p i e n t  may n o t  n e c e s s a r i l y  e q u a l  
o u t l a y s  by t h e  government. 

The argument f o r  v a l u i n g  in-kind income d i f f e r e n t l y  from government 
o u t l a y s  i s  based on a  n o t i o n  of t h e  cash  inco~me a  fami ly  would a c c e p t  i n  
l i e u  of i t s  in-kind income t o  l e a v e  'it j u s t  a s  w e l l  o f f  ( a  " w i l l i n g n e s s  
t o  pay" measure) .  It i s  u s u a l l y  assumed t h a t  a  household r e c e i v i n g  income 
i n  t h e  form of c a s h  w i l l  spend t h a t  income on i t s  most p r e f e r r e d  bundle of 
goods ( i n c l u d i n g  s a v i n g s ) .  In-kind income, however, i s  provided i n  t h e  
form of a  p a r t i c u l a r  good o r  s e t  of goods.  A f t e r  r e c e i p t  of t h e  in-kind 
income, t h e n ,  t h e  h o u s e h o l d ' s  bundle  of  goods may i n c l u d e  more ( o r  i n  some 
c a s e s  l e s s )  o f  t h e  p a r t i c u l a r  good than  i t  would choose i f  g i v e n  c a s h .  By 
no t  p e r m i t t i n g  t h e  household t o  e x e r c i s e  complete  freedom i n  t h e  c h o i c e  of  
a  bundle  of goods ,  t h a t  bund le  w i t h  t h e  in-kind component may b e  worth 
l e s s  t o  t h e  household t h a n  i f  i t  had been given an e q u i v a l e n t  i n  c a s h .  

R e c e i p t  of in-kind income may i n f l u e n c e  t h e  r e c i p i e n t ' s  c h o i c e  of a  
bundle  of goods by c o n s t r a i n i n g  consumption amounts d i r e c t l y  and /o r  
a l t e r i n g  t h e  r e l a t i v e  p r i c e s  faced by t h e  r e c i p i e n t .  Programs l i k e  food 
stamps and p u b l i c  housing s e t  amounts of  food and hous ing ,  r e s p e c t i v e l y ,  
t h a t  must b e  consumed i f  program b e n e f i t s  a r e  t o  b e  enjoyed.  P a r t i a l l y  
o r  f u l l y  s u b s i d i z e d  h e a l t h  b e n e f i t s ,  on t h e  o t h e r  hand,  normal ly  l e a v e  
amounts of h e a l t h  c a r e  consumed up t o  i n d i v i d u a l  r e c i p i e n t s ,  a l t h o u g h  i t  
does  a l t e r  t h e  p r i c e s  f aced  by t h e  r e c i p i e n t .  

I n  o r d e r  t o  t r e a t  in-kind income c o n s i s t e n t l y  w i t h  cash  income a s  
pe rce ived  by t h e  r e c i p i e n t  -- which does  a l low f a m i l i e s  f u l l  c h o i c e  over  
how t o  spend income -- t h e  p r o v i d e r  c o s t  of in-kind s u b s i d i e s  might  b e  
reduced ( o r ,  i n  r a r e  c a s e s ,  perhaps  i n c r e a s e d )  t o  equa l  t h e i r  c a s h  
e q u i v a l e n t  v a l u e  t o  i n d i v i d u a l  f a m i l i e s .  The c a s h  e q u i v a l e n t  va lue  of 
in-kind s u b s i d i e s  w i l l  g e n e r a l l y  f a l l  between ze ro  and 100 p e r c e n t  o f  
p r o v i d e r  o u t l a y s .  It w i l l  b e  g r e a t e r  than  100 p e r c e n t  i f  i t  can  b e  pro- 
v ided  by t h e  government more e f f i c i e n t l y  than  t h e  p r i v a t e  s e c t o r  and i f  
t h e  r e c i p i e n t  would have purchased a t  l e a s t  t h e  amount provided.  It w i l l  



n o t  be  n e g a t i v e  a s  long a s  p o t e n t i a l  r e c i p i e n t s  a r e  n o t  fo rced  t o  p a r t i -  
c i p a t e .  Moreover,  o b s e r v a t i o n  t h a t  r e c i p i e n t s .  purchase  g r e a t e r  amounts o f  
t h e  good on t h e  market  t h a n  i s  provided through t h e  in-kind s u b s i d y  i s  a  
s u f f i c i e n t  c o n d i t i o n  f o r  v a l u a t i o n  e q u a l  t o  p r o v i d e r  c o s t .  

The r e c i p i e n t ' s  v a l u a t i o n  d o e s  no t  r e f l e c t  t h e  f u l l  v a l u e  of in-  
kind b e n e f i t  s  t o  ' s o c i e t y ,  however. The t a x p a y e r ,  t h e  employer ,  o r  
s o c i e t y  a t  l a r g e  may i n d i r e c t l y  b e n e f i t  from t h e  p r o v i s i o n  of t h e  in-  
kind income. The government a s c r i b e s  a  v a l u e  t o  t h e  b e n e f i t s  which i s  
a t  l e a s t  e q u a l  t o  t h e  o u t l a y .  It i s  p r e c i s e l y  because  t h e  p u b l i c ' s  
v a l u a t i o n  may be  g r e a t e r  than  t h e  r e c i p i e n t ' s  v a l u a t i o n  t h a t  in-kind 
b e n e f i t s  a r e  provided i n  t h e  a r e a s  of h e a l t h ,  h o u s i n g ,  and n u t r i t i o n .  

There i s  disagreement  about whether t h e  r e c i p i e n t ' s  v a l u a t i o n  of  i n -  
k ind  b e n e f i t s  shou ld  de te rmine  t h e i r  income v a l u e .  Work i s  being under- 
t a k e n  t o  e x p l o r e  and e v a l u a t e  methods of  v a l u i n g  in-kind b e n e f i t s  f o r  
t h e  purpose of i n c o r p o r a t i n g  them i n  income s t a t i s t i c s .  

Consumption Uni t  

So f a r  we have d i s c u s s e d  income wi thou t  any d i s c u s s i o n  of t h e  u n i t  
r e c e i v i n g  t h e  income. The b a s i c  u n i t s  used i n  t h e  c u r r e n t  s t a t i s t i c s  on 
pover ty  a r e  f a m i l i e s  and u n r e l a t e d  . i n d i v i d u a l s .  Under t h e  c u r r e n t  , d e f i n -  
i t i o n ,  t h e  pover ty  s t a t u s  of a  pe r son  14 y e a r s  of age o r  o l d e r  who does  
n o t  l i v e  w i t h  someone t o  whom h e  o r  she  i s  r e l a t e d  ' i s  determined e n t i r e l y  
by h i s  own income. ' The pover ty  s t a t u s  of  ,a  person who does  l i v e  w i t h  one o r  
more r e l a t i v e s  i s  determined by t h e  income of  t h a t  pe r son  p l u s  t h e  income 
of t h o s e  r e l a t i v e s  wi th  whom he  o r  she  l i v e s .  Thus, pe r sons  whose own 
incane  i s  below t h e  pover ty  l i n e  would be  counted a s  poor i f  they  ' l ived 
a l o n e ,  b u t  n o t  i f  t h e y  l i v e d  wi th  r e l a t i v e s  p o s s e s s i n g  enough income f o r  
a 1  1. Aged " o t h e r  r e l a t i v e s 1 '  and mother -ch i ld  s u b f a m i l i e s  a r e  impor tan t  
examples . 

There  a r e ,  of  c o u r s e ,  good r e a s o n s  f o r  choosing f a m i l i e s  and unre- 
l a t e d  i n d i v i d u a l s  a s  t h e  b a s i c  u n i t s .  There a r e  t r a d i t i o n a l  and l e g a l  
bonds which c a u s e  f a m i l i e s  t o  e x ' i s t  a s  economic e n t i t i e s .  Bonds between 
o r  among u n r e l a t e d  i n d i v i d u a l s  6ho share' a  s i n g l e  r e s i d e n c e  a r e  g e n e r a l l y  
much weaker.  

However, f o r  pover ty  i d e n t i f i c a t i o n ,  when c&npar ing income a g a i n s t  
some consumption norm, t h e  u n i t  which s h a r e s  consumption a c t i v i t i e s  seems 
most r e l e v a n t .  Although many consumption u n i t s  c o i n c i d e  e x a c t l y  w i t h  
f a m i l i e s  and u n r e l a t e d  i n d i v i d u a l s ,  t h e r e  a r e  many i n s t a n c e s  i n  which t h e  
consumption u n i t . d o e s  n o t .  For  example,  a l t h o u g h  t h e  bond may b e  weaker,  
househo lds  made up of u n r e l a t e d  i n d i v i d u a l s  may s h a r e  i n  most of t h e  
b e n e f i t s  of economies of s c a l e  t h a t  c h a r a c t e r i z e  t h e  economic s i t u a t i o n  
of f a m i l i e s  : s h a r i n g  a p p l i a n c e s ,  s h a r i n g  he ' a t ing  and plumbing equipment ,  
and purchas ing  and p r e p a r i n g  foods .  i n  l a r g e  q u a n t i t i e s .  I n  some c a s e s ,  
t o o ,  t h e  bond e x i s t i n g  between a  f ami ly  and an u n r e l a t e d  i n d i v i d u a l  o r  
between u n r e l a t e d  i n d i v i d u a l s  i s  a s  s t r o n g  a s  a  f ami ly  bond. Unmarried 



c o u p l e s  who l i v e  t o g e t h e r  would presumably r e g a r d  themselves  a s  a  s i n g l e  
economic u n i t ,  and i t  i s  l i k e l y  t h a t  many f a m i l i e s  who have u n r e l a t e d  
i n d i v i d u a l s  l i v i n g  w i t h  them c o n s i d e r  t h a t  i n d i v i d u a l  p a r t  of  t h e  family  
f o r  economic purposes .  It i s  f o r  t h e s e  r e a s o n s  t h a t  i n  Chapter  I V  we 
examine some d i f f e r e n t  d e f i n i t i o n s  of  economic u n i t s  f o r  d e f i n i n g  pover ty .  

I Choosing an Income D e f i n i t i o n  

The c h o i c e  of a  c o n c e p t u a l  d e f i n i t i o n  of income o r  r e s o u r c e s  f r e -  
q u e n t l y  depends on t h e  purpose  f o r  which i t  i s  t o  be used.  For i n s t a n c e ,  
i f  we a r e  concerned w i t h  examining t h e  n e c e s s i t y  f o r  p rov id ing  income 
d u r i n g  a  b r i e f  pe r iod  of unemployment, t h e  income concept  used may have 
a  r e l a t i v e l y  s h o r t  accoun t ing  p e r i o d  where o n l y  l i q u i d  a s s e t s  and in-kind 
income ( r e p l a c i n g  shor t - t e rm consumption) a r e  i n c o r p o r a t e d  a t  f u l l  v a l u e .  
On t h e  o t h e r  hand,  f o r  a  program of .compensatory e d u c a t i o n ,  a  p r e d i c t e d  
l i f e t i m e  income concept  may be  more a p p r o p r i a t e .  Like t h e  pover ty  con- 
c e p t  i t s e l f ,  many a l t e r n a t i v e s  a r e  c o n c e p t u a l l y  a v a i l a b l e  f o r  use .  
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111. DATA AVAILABILITY AND LIMITATIONS 

A s  Chapter  I1 makes e v i d e n t ,  t h e r e  a r e  a  number of c o n c e p t s  of  
p o v e r t y , ,  each w i t h  i t s  own t h e o r e t i c a l  advantages  and l i m i t a t i o n s .  
For any d e f i n i t i o n  t o  b e  of p r a c t i c a l  u s e ,  i t  must b e  c a p a b l e  of  
o b j e c t i v e  measurement. There  must b e  d a t a  a v a i l a b l e  t o  c o n s t r u c t  and 
app ly  t h e  measure ,  d a t a  whose a p p r o p r i a t e n e s s  and r e l i a b i l i t y  can  b e  
a s s e s s e d .  

Chap te r  11 focused p r i m a r i l y  on economic measures  of pover ty .  
Whatever t h e  r e l a t i v e  t h e o r e t i c a l  m e r i t s  of o t h e r  c o n c e p t s  of p o v e r t y ,  
econani6  measures  have t h e  decided p r a c t i c a l  advantage.  Although t h e  
c o n s t r u c t i o n  of economic measures i s  l i m i t e d  by d a t a  a p p r o p r i a t e n e s s  
and r e l i a b i l i t y ,  t h e r e  i s  more d a t a  a v a i l a b l e  t o  s u p p o r t  t h e  c o n s t r u c t i o n  
and u s e  of economic pover ty  measures than  a l t e r n a t i v e  ones.  In  f a c t ,  
a l l  pover ty  measures  developed f o r  F e d e r a l  government use  t o  d a t e  a r e  . 
based on some concept  of economic s t a t u s  o r  need.  

T h i s  c h a p t e r  reviews and e v a l u a t e s  e x i s t i n g  d a t a  s o u r c e s  t h a t  can 
b e  used i n  c o n n e c t i o n  w i t h  v a r i o u s  economic pover ty  measures .  It i n i t i a l l y  
c o n s i d e r s  d a t a  b e a r i n g  on measurement of n e e d s ,  and t h e n  on measurement 
of r e s o u r c e s .  A comprehensive gu ide  t o  a v a i l a b l e  F e d e r a l  d a t a  b a s e s  and 
c a n p u t e r  f i l e s  p e r t a i n i n g  t o  a s p e c t s  of  .poverty measurement i s  provided 
i n  Techn ica l  Paper IX: There a r e  a l s o  t e c h n i c a l  papers  p rov id ing  d e t a i l e d  
coverage of t h e  Consumer P r i c e  Index ,  t h e  BLS Family Budgets Program, 
t h e  1972-1973 Consumer Expend i tu re  Survey,  and t h e  A g r i c u l t u r e  ~ e p a r t m e n t  ' s  
food p l a n s .  

I n  e v a l u a t i n g  t h e  u s e f u l n e s s  of each d a t a  s o u r c e  f o r  i t s  in tended  
purpose ,  t h e  fo l lowing  c r i t e r i a  should  .be c o n s i d e r e d  : 

F i r s t ,  t h e  d a t a  s o u r c e  shou ld  be  an a p p r o p r i a t e  o r  v a l i d  i n d i c a t o r  of 
what i t  p u r p o r t s  t o  measure. For example, a  d a t a  source  t h a t , p r o v i d e s  
i n f o r m a t i o n  s o l e l y  o n  consumption p r a c t i c e s  w i t h  r e s p e c t  t o  food,  hous ing ,  
t r a n s p o r t a t i o n ,  o r  o t h e r  b a s i c  commodities by d i f f e r e n t  t y p e s  of f a m i l i e s  
i s  a  l e s s  v a l i d  i n d i c a t o r  of need than  a  d a t a  s o u r c e  t h a t  e s t a b l i s h e s  
v a r y i n g  p h y s i o l o g i c a l  r equ i rements  f o r  d i f f e r e n t  food n u t r i e n t s .  

Second, t h e  d a t a  s o u r c e  shou ld  be r e l i a b l e  t o  t h e  l e v e l  of d e t a i l e d  
d i f f e r e n t i a t i o n  of  t h e  p o p u l a t i o n  which i s  d e s i r e d .  Because most c u r r e n t  
d a t a  on c h a r a c t e r i s t i c s  of t h e  p o p u l a t i o n  a r e  o b t a i n e d  from sample surveys  
r a t h e r  than  from complete  census  c o u n t s ,  e f f o r t s  must b e  made t o  e n s u r e  
t h a t  samples a r e  s u f f i c i e n t l y  l a r g e  and r e p r e s e n t a t i v e  of  t h e  p o p u l a t i o n  
o r  u n i v e r s e  b e i n g  e s t i m a t e d .  The sample s i z e  and d e s i g n  a f f e c t  t h e  s i z e  
of  c o n f i d e n c e  i n t e r v a l s  f o r  p a r t i c u l a r  p o p u l a t i o n  subgroups and de te rmine  
t h e  r e l i a b i l i t y  of e s t i m a t e s  of popu la t ion  pa ramete r s .  -Data  r e l i a b i l i t y  
c a n  a l s o  b e  a f f e c t e d  by non-sampling e r r o r s ,  such a s  m i s r e p o r t i n g  by 
r e s p o n d e n t s , o r  m i s t a k e s  i n  e d i t i n g  o r  coding.  



T h i r d ,  t h e  d a t a . f o r  t h i n g s  t h a t  a r e  changing r a p i d l y  shdu ld  be 
o b t a i n e d  r e l a t i v e l y  f r e q u e n t l y .  For example,  whi le  d a t a  on p r e v a i l i n g  
food consumption p a t t e r n s  have been c o l l e c t e d  a t  i n t e r v a l s  of approx imate ly  
t e n  y e a r s ,  d a t a  on fami ly  income a r e  c o l l e c t e d  a n n u a l l y .  

.Data for Measuring Needs 
I 

Most economic measures  of pover ty  a r e  based on some minimum l e v e l  of 
b 

l i v i n g .  I n  g e n e r a l ,  needs  a r e  d e f i n e d  and t h e n  expressed  i n  c o s t  terms 
so  t h a t  they  c a n  be canpared t o  r e s o u r c e  l e v e l s ,  o r  t o  c a p a b i l i t i e s  of I 
pu rchas ing  goods and s e r v i c e s .  P e o p l e , c o u n t e d  a s  poor a r e  people  wi thou t  
t h e  income o r  r e s o u r c e s  n e c e s s a r y  t o  a t t a i n  t h e  s p e c i f i e d  l e v e l  of l i v i n g .  
The fo l lowing  d i s c u s s i o n  e v a l u a t e s  d a t a  s o u r c e s  a v a i l a b l e  f o r  d e f i n i n g  
d i f f e r e n t  needs .  Obj'ect i v e l y  based s t a n d a r d s  of  need a r e  d e s c r i b e d  f i r s t .  
Then m o r e ' s u b j e c t i v e  s t a n d a r d s  a r e  p r e s e n t e d .  Data on food a r e  examined 
f i r s t ,  because  food i s  t h e  c o r n e r s t o n e  of t h e  p r e s e n t l y  used Orshansky 
pover ty  measure and because  i t  i s  a  most b a s i c  need.  

Food - - 
The Na t iona l  Academy of Sc iences-Na t i o n a l  Re s e a r c h  Counci l  h a s  

e s t a b l i s h e d  Recommended D i e t a r y  Allowances (RDA) f o r  17 d i f f e r e n t  food 
e lements  o r  n u t r i e n t s  ( e . g . ,  i r o n ,  ca lc ium,  v i t a m i n  A) f o r  20 age-sex 
groups  ( e . g . ,  c h i l d r e n  aged 1 t o  3  y e a r s ,  men aged 35 t o  55 ,  n u r s i n g  
m o t h e r s ) .  The RDA a r e  r e v i s e d  about  e v e r y  5 y e a r s  t o  r e f l e c t  new knowl- 
edge of human n u t r i t i o n .  For example,  t h e  RDA r e l e a s e d  i n  1958 and 
r e f l e c t e d  i n  t h e  economy food p l a n  used f o r  t h e  Orshansky measure  were 
r e v i s e d  s u b s e q u e n t l y  i n  1963,  1968 and aga in  i n  1974.. Although t h e  
a c c e p t a n c e  of t h e  RDA i s  a t t e s t e d  by t h e i r  r o l e  i n  t h e  1974 food p l a n s  
of t h e  U.S. Department of A g r i c u l t u r e ,  t h e r e  a r e  o t h e r  s o u r c e s  of  
n u t r i t i o n a l  s t a n d a r d s .  Among t h e s e  a r e  t h e  s t a n d a r d s  s e t  by t h e  Food and 
A g r i c u l t u r a l  O r g a n i z a t i o n  (FAo) of t h e  United Na t ions  i n  i t s  Handbook o f  
Human N u t r i t i o n a l  Requirements and t h e  s t a n d a r d  f o r  e v a l u a t i o n  of D a i l y  
D i e t a r y  I n t a k e  used i n  t h e  U.S. P u b l i c  Hea l th  ~ e r ; i c e  and N u t r i t i o n  
~ x a m i n a t i o n  Survey (HANES) o f  1971-1973. 

The RDA, and o t h e r  n u t r i t i o n a l  s t a n d a r d s  mentioned above,  a r e  
research-based s t a n d a r d s  of  need.  However, t h e  s p e c i f i c a t i o n  of t h e  
n u t r i t i o n a l  s t a n d a r d s  'has  an element of  s u b j e c t i v i t y  because  'knowledge 
about  n u t r i t i o n a l  needs and v a r i a t i o n  i n  needs  among i n d i v i d u a l s  i s  
incomple te .  Leve l s  a r e  u s u a l l y  s e t  t o  cover  .what a r e  b e l i e v e d  t o  be t h e  
r e q u i r e m e n t s  f o r  n u t r i e n t s  f o r  a lmost  a l l  peop le .  Thus,  "even i f  a  pe r son  
h a b i t u a l l y  consumes l e s s  than  t h e  recommended. amounts o'f some n u t r i e n t s ,  
h i s  d i e t  i s  n o t  n e c e s s a r i l y  i n a d e q u a t e  f o r  t h o s e  n u t r i e n t s . "  1/ - 

The FA0 and HANES s t a n d a r d s  f o r  some n u t r i e n t s  a r e  lower t h a n  t h e  . 
RDA; y e t  food p l a n s  based on FA0 and %NES.s tandards  a r e  o n l y  s l i g h t l y  
l e s s  c o s t l y  than  t h o s e  based on ' t h e  RDA. (See  Techn ica l  Paper  x I I . )  The 
RDA i n  1974 a r e  s u b s t a n t i a l l y  d i f f e r e n t  from t h o s e  i n  1958 -_ h i g h e r  f o r  
some n u t r i e n t ' s  and lower  f o r  o t h e r s  -- and t h e  RDA were s p e c i f i e d  i n  1974 



f o r  some n u t r i e n t s  not  covered i n  1958. Food p lans  based on t h e  1974 RDA 
a r e  more c o s t l y  f o r  some age-sex c a t e g o r i e s  and l e s s  c o s t l y  f o r  o t h e r s  
t h a n  p lans  based on t h e  e a r l i e r  RDA. 

A l a r g e  number of food i tems of d i f f e r e n t  n u t r i t i d n a l  composi t ion a r e  
a v a i l a b l e  a t  widely  d i f f e r e n t  c o s t s .  T h e r e f o r e ,  d i e t s  a t  widely  d i f f e r e n t  
l e v e l s  of c o s t  can be developed,  each p rov id ing  recommended amounts of 
n u t r i e n t s  bu t  some being more p a l a t a b l e  than  o t h e r s .  Food ,p lans  a r e  
developed by t h e  U.S. Department of A g r i c u l t u r e  i n c o r p o r a t i n g  not o n l y  t h e  
KDA but  a l s o  a c t u a l  consumption p a t t e r n s  of f a m i l i e s  a t  d i f f e r e n t  spending 
l e v e l s .  Hence t h e  a c t u a l  food p lans  i n c o r p o r a t e  a  major s u b j e c t i v e  c o s t  
element and a r e  not  t h e  minimum c o s t  of . o b t a i n i n g  t h e  RDA. The economy 
food p l a n  used i n  t h e  Orshansky measure ,  which r e s u l t e d  i n  c o s t s  ave rag ing  
75 t o  80 pe rcen t  of t h e  low-cost  p l a n ,  r e f l e c t e d  food s e l e c t i o n s  and c o s t s  
from t h e  1955 Survey of Household Food Consumption conducted by t h e  USDA. 
The A g r i c u l t u r a l  Research S e r v i c e  has  r e c e n t l y  r e v i s e d  i t s  low-cost ,  
modera te -cos t ,  and l i b e r a l  food p l a n s ,  and has  j u s t  f i n i s h e d  r e p l a c i n g  t h e  
economy food p lan  wi th  t h e  " t h r i f t y 1 '  p l a n ,  t o  i n c o r p o r a t e  new n u t r i t i o n  

' 

s t a n d a r d s  and more c u r r e n t  food p r e f e r e n c e s ,  based on d a t a  from t h e  1965-66 
Survey of  Household Food Consumption. Th i s  i s  t h e  most r e c e n t  such su rvey .  
It i s  expec ted  t o  be r e p e a t e d  w i t h i n  t h e  next  couple  of y e a r s .  Th i s  would 
permit  a n o t h e r  r ev i ' s ion  of t h e  b a s i c  food p l a n s .  - 2/ 

Both t h e  1955 and 1965-66 su rveys  c o l l e c t e d  d a t a  or! t h e  amounts and 
c o s t s  of foods and beverages  used a t  home d u r i n g  t h e  seven days p reced ing  
t h e  i n t e r v i e w .  Over 15,000 households  were s e l e c t e d  f o r  each survey t o  
r e p r e s e n t  m e t r o p o l i t a n  a r e a s ,  c i t i e s  of v a r i o u s  s i z e s ,  and r u r a l  farm and 
nonfarm a r e a s  i n  a l l  p a r t s  of t h e  United S t a t e s  excep t  Alaska and Hawaii .  
In fo rmat ion  c o l l e c t e d  on t h e  household i t s e l f  inc luded  a g e ,  s e x ,  h e i g h t ,  
w e i g h t ,  s t a t u s  i n  household of persons  e a t i n g  o u t  of household food 
s u p p l i e s ,  t h e  number of meals e a t e n  a t  home and away by each member, p l u s  
t h e  a g e ,  r a c e ,  e d u c a t i o n ,  and employment s t a t u s  of t h e  homemaker. Family 
income i n f o r m a t i o n  was a l s o  c o l l e c t e d .  The sample was des igned t o  p rov ide  
i n f o r m a t i o n  s e p a r a t e l y  f o r  u rban ,  r u r a l  nonfarm and farm f a m i l i e s )  i n  t h e  
f o u r  Census r e g i o n s .  Only housekeeping households  a r e  included.:  f a m i l i e s  
o r  i n d i v i d u a l s  t h a t  t a k e  a l l  of t h e i r  meals o u t s i d e  t h e  home a r e  not  
in te rv iewed .  The su rveys  measure food consumption a t  the  l e v e l  a t  which 
foods  come i n t o  t h e  k i t c h e n ;  i n  o t h e r  words,  t h e  d a t a  r e p r e s e n t  food a s  
cooked and served r a t h e r  than  a s  a c t u a l l y  e a t e n  by each household member 
o r  g u e s t .  The 1965-66 survey o b t a i n e d  i n f o r m a t i o n  on a  d a y ' s  food i n t a k e  
f o r  each i n d i v i d u a l  i n  about h a l f  t h e  households  in te rv iewed  i n  t h e  S p r i n g .  

Assessment of t h e  r e l i a b i l i t y  of t h e  .data  i n d i c a t e s  t h a t ,  f o r  t h e  1965 
survey a t  l e a s t ,  t h e  sample was r e a s o n a b l y  r e p r e s e n t a t i v e  of housekeeping 
households  i n  t h e  U.S. on key fami ly  c h a r a c t e r i s t i c s  d imensions .  The 
sample s i z e ,  which i s  c l o s e  t o  l / g , O O O  of t h e  u n i v e r s e  of households  f o r  
t h e  S p r i n g  p o r t i o n  of t h e  sample,  i s  more than  adequate  f o r  r e l i a b l e  e s t i -  
mates by s i z e  of household o r  f o r  d i f f e r e n t  age-sex groups .  

The Orshansky measure used a  1961 economy food p l a n  based on t h e  1958. 
RDA and consumption d a t a  from t h e  1955 household survey.  I n  d e s c r i b i n g  



i t s  1974 p l a n s ,  t h e  Department of A g r i c u l t u r e  i n d i c a t e d  s e v e r a l  r e a s o n s  
f o r  r e v i s i n g  t h e  o l d  p lans .  F i r s t ,  t h e  1974 RD'A d i f f e r e d  ~ u b s t a n t ~ a l l y  
from t h e  1958 RDA. Second, t h e  n u t r i t i v e  v a l u e  of some foods  changed. 
For example,  many ready- to-eat  c e r e a l s  a r e  now f o r t i f i e d  w i t h  more v i t a -  
mins  and m i n e r a l s .  T h i r d ,  a c t u a l  food consumption p a t t e r n s  changed a t  al.1 
income l e v e l s  a s  evidenced i n  t h e  1965 survey.  F i n a l l y ,  s h i f t s  i n  r e l a -  
t ive  food p r i c e s  occur red  over  t h e  t e n  y e a r s .  Thus,  s e v e r a l  foods used 
generous ly  i n  t h e  1964 low-cost  p l a n ,  such a s  d r y  beans  and p o t a t o e s ,  
i n c r e a s e d  markedly i n  p r i c e  and were  r e l a t i v e l y  more c o s t l y  i n  1974. 
The pe rcen tage  of f ami ly  income s p e n t  on food was lower i n  t h e  1965 s t u d y  
t h a n  i n  1955. 

The USDA now e s t i m a t e s  t h e  c o s t  of food a t  home each month based on 
t h e  food p l a n s  a t  f o u r  l e v e l s  of c o s t  f o r  12 d i f f e r e n t  age-sex c a t e g o r i e s  

6 and p regnan t  and n u r s i n g  women. C o s t s  a s  pub l i shed  assume t h a t  i n d i v i d u a l s  
a r e  l i v i n g  i n  four-person f a m i l i e s .  S c a l e  ad jus tments  f o r  f ami ly  s i z e  o f  
o n e  pe r son  up t o  seven o r  more a r e  sugges ted  t o  a1 low f o r  economies t h a t  
l a r g e  f a m i l i e s  have over  smal l  ones  i n  buying and u s i n g  food.  

Table  4  d i s p l a y s  : t h e  t o t a l  weekly c o s t  i n  September 1974 p r i c e s  under 
t h e  low-cost p lan  f o r  comparable age-sex groups  a s  s p e c i f i e d  i n  1974 v e r s u s  
1964. For  a s  many a s  8 of t h e  18 c a t e g o r i e s ,  t h e  1974 food p l a n  i n d i c a t e s  
lower  c o s t s  t h a n  does  t h e  1964 plan.  Techn ica l  p a p e r ' x l l  e x p l a i n s  t h e  
d e t a i l s  of  t h e  food p l a n s .  

Housing 

Some e f f o r t  h a s  gone i n t o  deve lop ing  s t a n d a r d s  f o r  b a s i c  housing 
n e e d s ,  b u t  d e f i n i t i v e  s t a n d a r d s  comparable t o  t h e  RDA o r  t h e  Department 
of  A g r i c u l t u r e  food p l a n s  do  n o t  e x i s t .  The American P u b l i c  H e a l t h  
A s s o c i a t i o n  (APHA) developed housing recommendat i o n s  t h a t  a r e  c u r r e n t l y  
i n c o r p o r a t e d ,  a long w i t h  recommendations of t h e  U.S. P u b l i c  Housing 
A d m i n i s t r a t i o n  i n  t h e  Bureau o f  Labor S t a t i s t i c s  f ami ly  budge t s .  An 
unfurn i shed  f'ive-room u n i t  w i t h  a  c a n p l e t e  p r i v a t e  b a t h  i s  recanmended 
f o r  a  four-person f a m i l y  l i v i n g  i n  a  r e n t a l  u n i t ,  whi le  a  five-room o r  
six-room house  w i t h  1 o r  1-112 b a t h s  i s  recanmended f o r ' t h e  same 
f a m i l y  l i v i n g  i n  t h e i r  own home. Both t h e  r e n t a l  u n i t  and t h e  owned home 
must b e  i n  sound s t r u c t u r a l  c o n d i t i o n ;  have a  f u l l y  equipped k i t c h e n ,  h o t  
and c o l d  running w a t e r ,  e l e c t r i c i t y ,  c e n t r a l  o r  o t h e r  i n s t a l l e d  h e a t ;  be 
l o c a t e d  i n  neighborhoods f r e e  £ran h a z a r d s  o r  n u i s a n c e s ;  and p rov ide  
a c c e s s  t o  p u b l i c  t r a n s p o r t a t i o n ,  s c h o o l s ,  g r o c e r y  s t o r e s ,  and p l a y  space  
f o r  c h i l d r e n .  3 1  - 

An obvious  problem w i t h  t h e  APHA hous ing  s t a n d a r d s  i s  t h e  l a c k  of 
s p e c i f i c i t y  of many components,  such a s  "sound s t r u c t u r a l  c o n d i t i o n "  o r  
absence  of "haza rds  o r  nu i sances . "  Assuming t h a t  r e l e v a n t  d a t a  f o r  such 
canponen t s  a r e  a v a i l a b l e  i n  t h e  f i r s t  p l a c e ,  c o n s i d e r a b l e  s u b j e c t i v i t y  i s  
n e c e s s a r i l y  invo lved  i n  d e c i d i n g  which housing u n i t s  i n  a  g i v e n  c m m u n i t y  
meet t h e  s t a n d a r d s  f o r  purposes  of s e t t i n g  c o s t  l e v e l s  and making s u b s t i -  
t u t i o n s  where none can b e  found. 



Table  4. Weekly Cost  of Food a t  Home, Est imated f o r  1974 Low-Cost P lan  
and 1964 Low-Cost P l a n ,  September 1974 P r i c e s  

1974 Low- 1964 Low- 
Sex-Age Group Cost Plan Cost Plan 

Famil ies  : 
Family of 2, 20-54 yearsa  $26.70 $ 2 6 . 5 0 ~  
Family of 2, 55 o r  morea 23.60 21.60 
Family of 4, preschool  

ch i ld renb  37.70* 38.20e 
Family of  4,  schoo l  

c h i l d r e n C  45.60 44. 7oe 

Ind iv idua l s  :d 
Child:  

7  months t o  1 year  
1-2 y e a r s  
3-5 y e a r s  
6-8 y e a r s  
9-11 y e a r s  

Male : 
12-14 y e a r s  
15-19 y e a r s  
20-54 y e a r s  
55 y e a r s  and over  

Female : 
12-19 y e a r s  
20-54 y e a r s  
55 y e a r s  and over  
Pregnant 
Nursing 

SOURCE: Be t ty  P e t e r k i n ,  "U.S. Department of Agr icu l tu re  Family Food 
p l a n s ,  1974" (December 1974),  Tables  4 and 5 .  

I n d i c a t e s  i n s t a n c e s  where t h e  1974 food plan c o s t  i s  lower than 
t h e  c o s t  f o r  t h e  1964 food p lan .  

Ten percen t  added f o r  family s i z e  adjustment .  

Man and woman, 20-54 y e a r s ;  c h i l d r e n ,  1-2 and 3-5 years .  

Man'and woman, 20-54; c h i l d r e n  6-8 and 9-11 years .  

The c o s t s  given a r e  f o r  i n d i v i d u a l s  i n  4-person f a m i l i e s .  For 
i n d i v i d u a l s  i n  o t h e r  s i z e  f a m i l i e s ,  t h e  fol lowing adjustments  a r e  
suggested:  1-person--add 20 p e r c e n t ;  2-person--add 1 0  percen t ;  
3-person--add 5 pe rcen t ;  5-person--subtract  5  pe rcen t ;  6-or-more- 
person--subtract 10 percen t .  

Man and woman, 20-35 y e a r s ;  c h i l d r e n  a s  i n  1974 p l a n .  

Costs r e p r e s e n t  averages f o r  more d e t a i l e d  age groups represen ted  
i n  t h e  1964 p lan .  

The Census Bureau h a s  faced s i m i l a r  problems i n  i t s  a t t e m p t s  o v e r  t h e  
p a s t  few decades  t o  d e f i n e  a s t a n d a r d  of  housing q u a l i t y .  Beginning w i t h  
t h e  f i r s t  Census of Housing i n  1940,  d a t a  have been a v a i l a b l e  on t h e  s i z e  
of hous ing  u n i t s  (number of rooms),  and t h e  Census Bureau h a s  always used 
a s  one  measure of a c c e p t a b l e  housing t h e  r a t i o  of rooms t o  t h e  number of 



household  r e s i d e n t s .  The Bureau has  a l s o  a t  tempted t o  d e f i n e  s t a n d a r d  
v e r s u s  subs tandard  housing ' u n i t s  on t h e  b a s i s V o f  t h e i r  plumbing f a c i l i t i e s  
and s t r u c t u r a l  c o n d i t i o n .  Complete p r i v a t e  plumbing f a c i l i t i e s  i n  s t a n -  
dard  housing a r e  d e f i n e d  t o  i n c l u d e  piped h o t  and c o l d  w a t e r ,  i n s i d e  f l u s h  
t o i l e t ,  and a  b a t h t u b  o r  shower f o r  e x c l u s i v e  use  of t h e  occupan t s .  
S t r u c t u r a l  c o n d i t i o n  has  been much h a r d e r  t o  d e f i n e .  I n  t h e  1940 Census ,  
u n i t s  were c l a s s i f i e d  on t h e  b a s i s  of enumerator o b s e r v a t i o n  a s  "not  
needing major r e p a i r s "  o r  a s  "needing major r e p a i r s . "  I n  1950, t h e  
c l a s s i f i c a t i o n  was changed t o  "not d i l a p i d a t e d "  v e r s u s  " d i l a p i d a t e d , "  
w h i l e  i n  1960 t h r e e  c a t e g o r i e s  were recogn ized :  "sound," " d e t e r ' i o r a t i n g , "  
and " d i l a p i d a t e d . "  I n  1970, t h e  concept  of s t r u c t u r a l  c o n d i t i o n  was 
abandoned,  because  s t u d i e s  had shown t h a t  e v a l u a t i o n  o f .  housing c o n d i t i o n  
by enumerators  was v e r y  u n r e l i a b l e ,  even though some 40 p e r c e n t  of t h e  . 
households  were p e r s o n a l l y  i n t e r v i e w e d .  41 - 

N e v e r t h e l e s s ,  t h e  Decennia l  Census of Housing i s  one of t h e  r i c h e s t  
s o u r c e s  of i n f o r m a t i o n  on t h e  n a t i o n ' s  housing s t o c k .  The 1970 Census,  
f o r  example,  inc luded  49 i t ems  on hous ing ,  of which 16 were asked on a  100 
p e r c e n t  o r  complete  count  b a s i s  and t h e  remainder  on v e r y  l a r g e  s y s t e m a t i c  
samples  of households  (20  p e r c e n t ,  1 5  p e r c e n t ,  o r  5  p e r c e n t  samples ,  
depending on t h e  q u e s t i o n ) .  Many of  t h e  components of t h e  APHA s t a n d a r d  
a r e  a s c e r t a i n e d  by t h e  Census,  such a s  number of rooms, number of bath-  
rooms ( a l s o  bedrooms), k i t c h e n  f a c i l i t i e s ,  plumbing f a c i l i t i e s ,  and 
h e a t i n g  equipment.  Other i t ems  a r e  i n c l u d e d  which could  be c a n d i d a t e s  
f o r  a  r e v i s e d  housing s t a n d a r d  a s  w e l l ,  such a s  passenger  e l e v a t o r  f o r  
h i g h r i s e  a p a r t m e n t s ,  a i r  c o n d i t i o n i n g ,  and a p p l i a n c e s  such a s  washing 
machine and d r y e r .  The Census a l s o  i n c l u d e s  d a t a  on home v a l u e  and r e n t ,  
a s  w e l l  a s  u t i l i t y  expenses  ( t h e  l a t t e r  f o r  r e n t e r s  o n l y ) .  

The sample s i z e  of t h e  Census i s  more than  adequa te  f o r  d e t e r m i n i n g  
c o s t  l e v e l s  f o r  d i f f e r e n t  s i z e  f a m i l i e s .  But t h e  Census d a t a  do no t  
i n c l u d e  d a t a  on neighborhood c o n d i t i o n s  o r  a v a i l a b i l i t y  of s e r v i c e s ,  
which a r e  two of t h e  components of t h e  APHA s t a n d a r d ,  n o r ,  s i n c e  1960, 
on t h e  s t r u c t u r a l  c o n d i t i o n  of t h e  u n i t .  Moreover, t h e  d a t a  c o l l e c t e d  
on i t e m s  such a s  h e a t i n g  o r  plumbing equipment do n o t  a s c e r t a i n  whether 
t h e  f a c i l i t i e s  a r e  i n  working o r d e r ,  an impor tan t  c o n s i d e r a t i o n  i n  
d e t e r m i n i n g  whether a  housing u n i t  s a t i s f i e s  b a s i c  needs r e q u i r e m e n t s .  
F i n a l l y ,  because  a  m u l t i t u d e  of c h a r a c t e r i s t i c s  r e l a t i n g  e s s e n t i a l l y  t o  
consumer p r e f e r e n c e s ,  such a s  wooded l o t ,  and b r i c k ,  wood, o r  s t o n e  
c o n s t r u c t i o n ,  a r e  not  a s c e r t a i n e d  i n  t h e  Census,  t h e  v a l u e  and r e n t  
f i g u r e s  from t h e  Census would r e f l e c t  such c h a r a c t e r i s t i c s  a s  w e l l  a s  
those ,  i n c o r p o r a t e d  i n  any s t a n d a r d  of need ,  however d e f i n e d .  Th i s  i s  
a l s o  t r u e  of u t i l i t y  expenses  which, i n  any c a s e ,  a r e  r e p o r t e d  o n l y  f o r  
r e n t e r s .  ,Hence,  it may be d i f f i c u l t  t o  c o s t  o u t  housing t h a t  meets o n l y  
a  b a s i c  s e t  of needs .  

~ e g i n n i n g  i n  1973,  t h e  Census Bureau has  conducted f o r  t h e  Department 
o f  Housing and Urban Development a n  Annual Housing Survey (AHS). The n a t i o n -  
a l  AHS sample comprises  76,000 hous ing  u n i t s  des igned  t o  be r e p r e s e n t a t i v e  
of impor tan t  p o p u l a t i o n  g roups ,  hous ing  c a t e g o r i e s ,  and p r i n c i p a l  geograph ic  



s e c t i o n s  of t h e  coun t ry .  ( T h i s  sample s i z e  amounts t o  about  1 /1 ,000  of  ' 

urban households  and 11500 of r u r a l  households  which a r e  over - represen ted  
i n  t h e  sample . )  Also ,  about 140,000 u n i t s  a r e  be ing  surveyed a n n u a l l y  i n  
one of t h r e e  d i f f e r e n t  groups of 20 m e t r o p o l i t a n  a r e a s  on a  r o t a t i n g  b a s i s .  

The AHS i n c l u d e s  d a t a  s i m i l a r  t o  t h e  Census on f i n a n c i a l  and s t r u c -  
t u r a l  c h a r a c t e r i s t i c s  of housing u n i t s  and t h e i r  a m e n i t i e s ,  i n c l u d i n g  
number of rooms and bedrooms, k i t c h e n  f a c i l i t i e s ,  plumbing f a c i l i t i e s ,  
h e a t i n g  equipment and f u e l ,  basement, a i r c o n d i t i o n i n g ,  e l e v a t o r ,  and major  
a p p l i a n c e s .  Data a r e  a l s o  c o l l e c t e d  a s  i n  t h e  Census on hous ing  v a l u e  and 
r e n t  p l u s  u t i l i t y  expenses  which,  beg inn ing  i n  1974,  a r e  asked of home- 
owners a s  w e l l  a s  r e n t e r s .  I n  a d d i t i o n ,  t h e  AHS a s c e r t a i n s  how w e l l  
f a c i l i t i e s  such a s  t h e  h e a t i n g ,  plumbing, and e l e c t r i c a l  sys tems a c t u a l l y  
work and,  s i m i l a r l y ,  t h e  d e p e n d a b i l i t y  of s e r v i c e s  such a s  wa te r  supp ly ,  
sewage d i s p o s a l ,  and t r a s h  and garbage c o l l e c t i o n .  Such household prob- 
lems a s  l eaky  r o o f s  and basements,  h o l e s  i n  wa1,ls and c e i l i n g s ,  broken 
s t e p s ,  and p e e l i n g  p a i n t  and p l a s t e r  a r e  a l s o  i d e n t i f i e d .  

The AHS a l s o  i n q u i r e s  i n t o  t h e  environment of t h e  neighborhood i n  
which t h e  housing u n i t  i s  l o c a t e d .  F a c t o r s  c o n s i d e r e d  i n c l u d e  t h e  
p resence  of abandoned, v a c a n t ,  o r  run-down b u i l d i n g s ;  heavy s t r e e t  
t r a f f i c ;  and s t r e e t  o r  neighborhood cr ime.  Households a r e  a l s o  asked t o  
judge t h e  adequacy of t h e i r  neighborhood p u b l i c  s e r v i c e s .  F i n a l l y ,  t h e  
AHS i n c l u d e s  d a t a  on t h e  s i z e ,  compos i t ion ,  and income of t h e  household w 

r e s i d e n t s  themse lves .  The survey a l s o  d i r e c t s  q u e s t i o n s  s p e c i f i c a l l y  t o  
r e c e n t  movers,  i n  an a t t empt  t o  view t h e  c h a r a c t e r i s t i c s  of  t h e i r  
p r e v i o u s  house and neighborhood i n  r e l a t i o n  t o  t h e i r  d e c i s i o n  t o  move. 

The Annual Housing Survey is  a  v e r y  c o m p r e h e n s i v e ~ s o u r c e  of d a t a  
which may be u s e f u l  f o r  a n a l y z i n g  housing needs and expenses  .for  d i f f e r e n t  
k inds  of f a m i l i e s .  The sample s i z e  appears  more than adequa te  f o r  t h i s  
purpose .  Problems of d a t a  r e l i a b i l i t y  s i m i l a r  t o  t h o s e  with t h e  Census 
d a t a  w i l l  be p r e s e n t  t o  some degree .  For example, r e s p o n d e n t s '  eva lua -  
t i o n s  about t r a s h  i n  t h e  s t r e e t ,  s t r e e t  t r a f f i c ,  o r  neighborhood crime 
may va ry  c o n s i d e r a b l y .  However, s i n c e  t h e  survey i s  r e p e a t e d  a n n u a l l y  'by  
a  t r a i n e d  i n t e r v i e w e r  s t a f f  and s i n c e  t h e  q u e s t i o n n a i r e  i tems a r e  ve ry  
s p e c i f i c ,  more r e l i a b l e  d a t a  w i l l  p robably  be produced,  p a r t i c u l a r l y  a s  
e x p e r i e n c e  i s . g a i n e d  wirh r e s p e c t  t o  s t a n d a r d s  of need f o r  hous ing .  

Many problems of t h e o r y  and v a l u e  judgment remain.  For one t h i n g ,  
excep t  f o r  h e a t i n g  and a  v e r y  minimum degree  of s t r u c t u r a l  soundness ,  
t h e r e  i s  no p h y s i o l o g i c a l  b a s i s  f o r  a  housing s t a n d a r d .  For example, f o r  
some p e r s o n s ,  keeping coo l  may be a s  e s s e n t i a l  t o  h e a l t h  and comfort  a s  
keeping warm, but  t h e r e  a r e  no s t a n d a r d s  f o r  t h i s  f a c t o r .  There  i s  no 
"need" f o r  a  room f o r  each person i n  t h e  same way t h a t  t h e r e  is  a  need 
f o r  a  c e r t a i n  amount of v i t a m i n  C.  Housing needs may be a s  much a  func- 
t i o n  of t h e  l e v e l  of l i v i n g  of a  s o c i e t y  a t  a  p a r t i c u l a r  t ime and of what 
i t s  people  b e l i e v e  i s  needed a s  they  a r e  of o b j e c t i v e l y  measurab le  needs .  
Hence, c o n s i d e r a b l e  s u b j e c t i v i t y  must i n e v i t a b l y  e n t e r  a  d e f i n i t i o n  of 
s t a n d a r d  housing.  Fur thermore ,  it is  d i f f i c u l t  t o  de te rmine  a  c o s t  l e v e l  



f o r  s t a n d a r d  housing t h a t  i s  not  ' contaminated by c l e a r l y  i r r e l e v a n t  char-  
a c t e r i s t i c s .  Also ,  c o s t  may not  be r e l a t e d  t o  c o n d i t i o n .  Another problem 
i s  l a c k  of adequate  i n f o r m a t i o n  on t h e  a v a i l a b i l i t y  of t h e  supp ly  of s t a n d a r d  
housing ( g e n e r a l l y ,  and t o  d i sadvan taged  groups  -- such a s  m i n o r i t i e s ,  
f a m i l i e s  wi th  many c h i l d r e n ,  and o t h e r s  f a c i n g  d i s c r i m i n a t  i o n  i n  t h e  market-  
p l a c e ) .  The Annual ~ o ' u s i n g  Survey w i l l  p rov ide  a  more complete  and c u r r e n t  
s o u r c e  of d a t a  t o  a i d  i n  r e s o l v i n g  t h e s e  and o t h e r  problems a s s o c i a t e d  wi th  
d e f i n i n g  a  s t a n d a r d  f o r  housing t o  be used i n  measuring pover ty .  L ike  
t h e  Food Survey,  however, t h e  Housing Survey u n f o r t u n a t e l y  c o n c e n t r a t e s  bn 
on ly  one c a t e g o r y  of e x p e n d i t u r e  and cannot  t a k e  account  of how p r e f e r e n c e s  
modify "needs" a s  consumers t r a d e  o f f  one c a t e g o r y  of l i v i n g  a g a i n s t  a n o t h e r .  

Other  Needs 

Very l i t t l e  work has  been d i r e c t e d  toward deve lop ing  minimum s t a n -  
d a r d s  f o r  b a s i c  .needs  bes-ides food and hous ing ,  such a s  c l o t h i n g ,  t r a n s -  , 
p o r t a t i o n ,  and e d u c a t i o n .  A s  noted b e f o r e ,  t h e  c u r r e n t  Orshansky pover ty  
measure m u l t i p l i e s  food c o s t s  by a  f a c t o r  of t h r e e  t o  deve lop  a  t o t a l  
income. l e v e  1. 

The o n l y  s y s t e m a t i c  work by a  F e d e r a l  agency on s t a n d a r d s  f o r  o t h e r  
needs has  been i n  connec t ion  wi th  t h e  Bureau of  Labor S t a t i s t i c s  (BLS) 
f a m i l y  budge t s ,  f i r s t  i s s u e d  i n  1948. I n  1967,  t h e  BLS developed t h r e e  
budget l e v e l s  -- lower," " i n t e r m e d i a t e , "  and "higher"  -- f o r  a  four-  O 

person  urban fami ly  wi th  an  employed huiband aged 3 8 ,  h i s  nonworking 
w i f e ,  and two c h i l d r e n  aged 8  and 13,  and f o r  a  r e t i r e d  coup le  wi th  both  
husband and w i f e  aged 65 o r  o l d e r .  The i n t e r m e d i a t e  budget was des igned 
t o  r e p r e s e n t  a  "modest but  adequate"  s t a n d a r d  of l i v i n g ,  and c o s t s  f o r  
t h i s  budget were then  s c a l e d  t o  produce t h e  o t h e r  two budge t s .  The 
budgets  a r e  p e r i o d i c a l l y  updated f o r  p r i c e  changes i n  t h e  broad compo- 
n e n t s  of t h e  Consumer P r i c e  Index ( C P I ) .  The BLS a l s o  developed 
e q u i v a l e n c e  s c a l e s  based on p a t t e r n s  of food e x p e n d i t u r e s ,  t o  use  i n  
d e t e r m i n i n g  budget c o s t s  f o r  d i f f e r e n t  k inds  of f a m i l i e s  a s  pe rcen tages  
of t h e  base  four-person fami ly .  These e q u i v a l e n c e  s c a l e s  were f o r  
d i f f e r e n t  f a m i l y  types  by age of head,  number of persons  i n  t h e  f a m i l y ,  
and number and age of c h i l d r e n .  

None of t h e  BLS budge t s ,  i n c l u d i n g  t h e  lower one ,  was in tended  t o  be 
an a b s o l u t e  s t a n d a r d  of need,  much l e s s  a  pover ty  s t a n d a r d .  They a r e  no t  
based on minimum q u a n t i t i e s  o r  p r i c e s  of n e c e s s a r y  goods and s e r v i c e s ,  but  
r a t h e r  a r e  d e s c r i p t i v e  of r e l a t i v e  l e v e l s  of l i v i n g .  5 1  They app ly  t o  t h e  
f a m i l y  of a  year-round f u l l - t i m e  worker with 15 y e a r s o £  work e x p e r i e n c e .  
I n  Autumn 1974, t h e  lower BLS budget f o r  a  four-person fami ly  was $9,198 o r  
more than  80 pe rcen t  h i g h e r  than  t h e  1974 weighted average, nonfarm pover ty  
t h r e s h o l d  of  $5,038.  The Orshansky p o v e r t y  m a t r i x  was based on t h e  
Department of A g r i c u l t u r e ' s  economy food p lan .  The BLS budgets  use t h e  
low, i n t e r m e d i a t e ,  o r  l i b e r a l  c o s t  food p l a n s .  

BLS t e c h n i q u e s  have t e c h n i c a l  l i m i t a t i o n s  and do not  r e s u l t  i n  
o b j e c t i v e l y  d e r i v e d  . s t a n d a r d s .  'BLS budgets  u.se t h e  v a r i o u s  food p l a n s  
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f o r  food-at-home, e x p e n d i t u r e s ;  they  i n c o r p o r a t e  t h e  aforement ioned APHA 
housing s t a n d a r d s ;  t h e y  i n c l u d e  u t i l i t y  company e s t i m a t e s  of t h e  e l e c t r i c i t y  
and u t i l i t y  s e r v i c e s  r e q u i r e d  f o r  s p e c i f i e d  a p p l i a n c e s ;  t h e y  a d j u s t  h e a t i n g  
( b u t  no t  c o o l i n g )  f u e l  r equ i rements  f o r  d i f f e r e n c e s  i n  c l i m a t e ;  and t h e y  
i n c l u d e  i n s u r a n c e  c o s t s  f o r  major  medical  i l l n e s s e s .  S i n c e  o b j e c t i v e l y  
d e f i n e d  s t a n d a r d s  a r e  n o t  a v a i l a b l e  f o r  such components of t h e  budgets  a s  
c l o t h i n g ,  house  f u r n i s h i n g s ,  t r a n s p o r t a t i o n ,  p e r s o n a l  c a r e ,  household  
o p e r a t i o n ,  r e a d i n g ,  r e c r e a t i o n ,  tobacco ,  e d u c a t i o n ,  g i f t s  and c o n t r i b u t i o n s ,  { 

and m i s c e l l a n e o u s  expenses  i n c l u d i n g  work expenses  and t a x e s ,  t h e  BLS used 
a  t e c h n i q u e  t h a t  t r i e d  t o  r e l y  on consumer purchases  a s  t h e  b a s i s  f o r  

. t h e s e  budge t s .  61 - 
The BLS f a m i l y  budge t s  invo lve  a  m u l t i t u d e  of s u b j e c t i v e  d e c i s i o n s  

by t h e  budget makers.  They must d e c i d e  which fami ly  t y p e s  and manners 
and l e v e l s  of l i v i n g  t o  r e p r e s e n t ;  which d a t a  s o u r c e s  a r e  most a p p r o p r i a t e  
f o r  d e r i v i n g  t h e  budget q u a n t i t i e s ;  and most i m p o r t a n t l y ,  how t o  i n t e r -  
p r e t  a c t u a l  f ami ly  consumption i n  terms of  s t a n d a r d s .  The end r e s u l t  i s  
a  m i x t u r e  of g e n e r a l l y  accep ted  s t a n d a r d s ,  quas i - s t andard  s  , and p r e f e r -  
e n c e s .  The i n c o r p o r a t i o n  of consumption d a t a  f o r  needs o t h e r  than  food 
and s h e l t e r  i s  e s p e c i a l l y  t roub lesome,  because  t h e  n o t i o n s  of s t a n d a r d s  
and b a s i c  ne'eds have b e e n l o s t  and t h e m e t h o d o l o g y  f o r  q u a n t i f y i n g  
consumer i n t e r e s t  i n  a  commodity i s  no t  s a t i s f a c t o r y .  

It i s  c l e a r  from t h e  BLS e x p e r i e n c e  w i t h  fami ly  b u d g e t s ' t h a t  deve l -  
-op ing  minimum s t a n d a r d s  of need f o r  i tems o t h e r  than  food and perhaps  
,hous ing  i s  a  v e r y  d i f f i c u l t  b u s i n e s s .  To deve lop  a c a n p l e t e  pover ty  
budge t ,  no t  o n l y  would a d d i t i o n a l  d a t a  about consumption p a t t e r n s  be 
needed,  b u t  a l s o  d a t a  o n  s o c i e t y ' s  b e l i e f s  about  t h e  need f o r  such i t ems  
a s  r e c r e a t i o n  o r  household f u r n i s h i n g s .  The judgment of p r o f e s s i o n a l s  
i n  t h e  f i e l d  might  a l s o  cane i n t o  p lay .  ~ v e n  t h e n  t h e  r e s u l t i n g  s t a n -  
d a r d s  f o r  t h e  v a r i o u s  i t ems  could  n o t  be d e s c r i b e d  a s  be ing  o b j e c t i v e l y  
d e r i v e d  o r  s c i e n t i f i c a l l y  r i g o r o u s .  

The Department of A g r i c u l t u r e  p u b l i s h e s  some c l o t h i n g  budge t s .  7 1  ' 

These a r e  no t  based on p r i o r  s t a n d a r d s  a s  a r e  t h e  food p l a n s ,  bu t  , o n  . 
average fami ly  food spending l e v e l s  of .  t h e  USDA food pl 'ans ,  modif ied  t o  
accommodate comparable l e v e l s  of l i v i n g  i n  a l l  a r e a s .  

I Standards  Based on A c t u a l  Consumption B a t a  

The 1960-61 Consumer Expend i tu re  Survey,  a  j o i n t  e f f o r t  by t h e  BLS 
and t h e  Department of A g r i c u l t u r e ,  r e s u l t e d  i n  t h e  a c q u i s i t i o n  of a lmost  
14,000 u s a b l e  q u e s t i o n n a i r e s ,  r e p r e s e n t i n g  a  1 /4 ,000 sample of households .  
The BLS c o l l e c t e d  d a t a  from households  and from nonfarm r e s i d e n t s  i n  
r u r a l  p o r t i o n s  of m e t r o p o l i t a n  a r e a s ;  t h e  USDA c o l l e c t e d  d a t a  from r u r a l  
households  o u t s i d e  met ro  a r e a s  and from farm o p e r a t o r s  i n s i d e  t h e s e  a r e a s .  
The o n l y  groups excluded were t h e  i n s t i t u t i o n a l  p o p u l a t i o n  'and on-post  
m i l i t a r y  p e r s o n n e l .  



- 
Each household  i n  t h e  sample was i n t e r v i e w e d  once  i n  1961 o r  1962 and ' 

asked t o  r e c a l l  e x p e n d i t u r e s  f o r  such items a s  au tomobi les  and app ' l iances  
fo,r  t h e  preceding y e a r  and f o r  food and r e l a t e d  i t e m s  f o r  t h e  p reced ing  
week. The l e v e l s  of e x p e n d i t u r e s  r e q u e s t e d  were v e r y  comple te .  The 1960-61 
CES a l s o  o b t a i n e d  a n  i n v e n t o r y  of  major  d u r a b l e  goods and p r o p e r t y  owned 
a t  t h e  beg inn ing  o f .  t h e  r e f e r e n c e  yea r  a s  w e l l  a s  i n f o r m a t i o n  on f i n a n c i a l  
a s s e t s  and l i a b i l i t i e s  and d e t a i l e d  s p u r c e s  of  income f o r  t h e  preceding 
y e a r .  

C l e a r l y ,  t h e  CES i s  a  v e r y  d e t a i l e d  s o u r c e  of i n f o r m a t i o n  on consump- 
t i o n  p a t t e r n s  o f  U.S. f a m i l i e s .  The sample s i z e  of  t h e  1960-61 su rvey  i s  
adequa te  f o r  a n a l y s i s  of d i f f e r i n g  p a t t e r n s  among broad f a m i l y  s i z e  and 

\ compos i t ion  c a t e g o r i e s ,  a l though  i t  i s  a d m i t t e d l y  weak f o r  s i m u l t a n e o u s l y  
c o n s i d e r i n g  a  number of f a c t o r s  such a s  a g e ,  income, work s t a t u s ,  f a m i l y  . 
s i z e  and l o c a l i t y .  There i s  ev idence  t h a t  t h e  r e l i a b i l i t y  of t h e  expen- 
d i t u r e  d a t a  c o l l e c t e d  v a r i e s  w i t h  t h e - i m p o r t a n c e  and c o s t  of t h e  i t em,  
and t h e  f requency of purchase  s i n c e  e x p e n d i t u r e s  a r e  more r e a d i l y  and 
a c c u r a t e l y  r e c a l l e d  f o r  expens ive  i t ems  such a s  a p p l i a n c e s  t h a n  f o r  smal l  
i t ems  such a s  c l e a n i n g  and l aundry  s u p p l i e s .  

The BLS and t h e  Census Bureau a r e  c u r r e n t l y  p r o c e s s i n g  a  new Consumer \ 

Expend i tu re  Survey.  The 1972-73 CES i s  s i m i l a r  i n  c o n t e n t  t o  p r e v i o u s  
s u r v e y s ,  a l t h o u g h  t h e  d a t a  c o l l e c t i o n  methods r a d i c a l l y  d e p a r t  from . 
prev ious  p rocedures .  The sample s i z e  h a s  a l s o  been e n l a r g e d ,  and c,overage 
h a s  been extended t o  a l l  f a m i l i e s ,  u rban  and r u r a l ,  farm and nonfarm, i n  a  
" s i n g l e "  s u r v e y .  Th i s  h a s  obvia ted '  t h e  need f o r  a  j o i n t  BLS-USDA e f f o r t .  
However, t h e  new procedure  makes i t  more d i f f i c u l t  t o  a s s o c i a t e  a l l  income 
a n d ' e x p e n d i t u r e  i t ems  i n  a  s i n g l e  yea r  f o r  a  s i n g l e  f a m i l y .  

The l ' s i n g l e l l  1972-73 CES i s  a c t u a l l y  two r e l a t e d  bu t  s e p a r a t e  s u r v e y s ,  
t h e  Q u a r t e r l y  Survey and t h e  Diary  Survey.  I n  t h e  Q u a r t e r l y  Survey,  a  , 
t o t a l  of 20,000 f a m i l i e s  were i n t e r v i e w e d ,  10 ,000  i n  each y e a r ,  f o r  a  
l/3,OOO sample of t h e  u n i v e r s e  i n  a l l .  Each fami ly  was in te rv iewed  f i v e  
t i m e s  o v e r  a  151nonth  pe r iod  beginning i n  J a n u a r y  of  1972 o r  1973. I n  t h e  
Diary  Survey,  a  t o t a l  of about  20,000 a d d i t i o n a l  f a m i l i e s  were '  i n t e r v i e w e d ,  
10 ,000  i n  each y e a r ,  and each f a m i l y  was asked t o  c a p l e t e  a  two-week d i a r y  
of a l l  e x p e n d i t u r e s  i n  t h o s e  two weeks. I n t e r v i e w i n g  was spread f a i r l y  
e v e n l y  o v e r  t h e  two y e a r s  t o  i n c o r p o r a t e  *seasonal  v a r i a t i o n s .  Two surveys  
were used t o  avoid t h e  r e c a l l  problem mentioned e a r l i e r .  The Q u a r t e r l y  
Survey was des igned t o  c o l l e c t  i n f o r m a t i o n  on l a r g e r  and more e a s i l y  
r e c a l l e d  e x p e n d i t u r e s ,  whi le  t h e  Diary  Survey was des igned  t o  g a t h e r  
i n f o r m a t i o n  o n  s m a l l e r  and l e s s  e a s i l y  r e c a l l e d  e x p e n d i t u r e s .  Also ,  t h e  
Diary Survey,  u n l i k e  t h e  Q u a r t e r l y  Survey,  r ecorded  e x p e n d i t u r e s  d a i l y .  

S p e c i f i c a l l y ,  t h e  Q u a r t e r l y  Survey.  o b t a i n e d  e x p e n d i t u r e s  f o r  major 
a p p l i a n c e s ,  r e a l '  e s t a t e ,  motor v e h i c l e s ,  and o t h e r  expens ive  o r  i n f r e -  
q u e n t l y  purchased ' i tems o n  a  twelve-month r e c a l l  b a s i s ;  e x p e n d i t u r e s  f o r  
r e l a t i v e l y  expens ive  items such' a s  f u r n i t u r e  and smal l  k i t c h e n  a p p l i a n c e s  
o n  a  six-month r e c a l l  b a s i s ;  and e x p e n d i t u r e s  o n  f r e q u e n t l y  purchased o r  
r e l a t i v e l y  i n e x p e n s i v e  i t ems  such a s  c l o t h i n g  and u t i l i t i e s  on a. q u a r t e r l y  



b a s i s .  Global  e s t i m a t e s  f o r  food and beverage e x p e n d i t u r e s  were a l s o  
o b t a i n e d  i n  q u a r t e r s  two through f i v e .  Fur thermore ,  t h e  Q u a r t e r l y  Survey 
o b t a i n e d  an i n v e n t o r y  of d u r a b l e  goods and p r o p e r t y  a s s e t s ,  d e t a i l e d  
i n f o r m a t i o n  on f i n a n c i a l  a s s e t s  and l i a b i l i t i e s ,  and d e t a i l e d  i n f o r m a t i o n  . 

o n  annual incane  by t y p e .  

The Diary  Survey,  i n  c o n t r a s t ,  focused on e x p e n d i t u r e s  f o r  s m a l l ,  
f r e q u e n t l y  purchased i t e m s  ( a l t h o u g h  responden t s  were asked t o  r e c o r d  a l l  
purchases  t o  p r e v e n t  any c o n f u s i o n  about what i t e m s  shou ld  be i n c l u d e d ) .  

\ 
The major e x p e n d i t u r e  components f o r  which t h e  Diary  Survey was des igned 
were  food,  household  s u p p l i e s ,  p e r s o n a l  c a r e  p r o d u c t s ,  and non-prescr ip-  
t i o n  d rugs .  As i n  t h e  Q u a r t e r l y  Survey,  t h e  i n f o r m a t i o n  was r e q u e s t e d  
i n  ex t remely  g r e a t  d e t a i l .  For  example, r e s p o n d e n t s  were r e q u e s t e d  t o  
s p e c i f y  c u t s  of mea t ,  k i n d s  of m i l k ,  t y p e s  of f l o u r ,  n e t  we igh t s  o r  
volumes,  and c o n d i t i o n s  of foods ( e . g . ,  f r e s h ,  f r o z e n ,  canned,  d r i e d ,  o r  
packaged) .  More t h a n  1 ,700  d i f f e r e n t  codes  were developed t o  c l a s s i f y  
t h e  e x p e n d i t u r e s  f o r  a n a l y s i s .  The Diary  Survey a l s o  o b t a i n e d  demo- 
g r a p h i c  and socio-economic c h a r a c t e r i s t i c s  of t h e  consumer u n i t  a s ,  d i d  
t h e  Q u a r t e r l y  and t h e  1 9 6 e 6 1  CES. The Diary  Survey a l s o  c o l l e c t e d  

annual  income d a t a ,  bu t  i n  l e s s  d e t a i l  t h a n  i n  t h e  Q u a r t e r l y .  

Only t h e  p r e l i m i n a r y  r e s u l t s  have been ~ u b l i s h e d  from t h e  Diary  
Survey.  The new procedures  used should  have improved t h e  completeness  
and accuracy  of each type  of e x p e n d i t u r e  r e p o r t i n g ,  b u t  i t  may now be 
more d i f f i c u l t  t o  r e l a t e  e x p e n d i t u r e s  f o r  one c a t e g o r y  wi th  t h o s e  f o r  
a n o t h e r .  Moreover, t h e  e n l a r g e d  sample s i z e  f o r  each p o r t i o n  should  
permit  more r e l i a b l e  a n a l y s e s  of spending p a t t e r n s  f o r  d i f f e r e n t  t y p e s  
and income l e v e l s  of f a m i l i e s .  

However, e s t i m a t e s  of f a m i l y  c h a r a c t e r i s t i c s  e q u i v a l e n c e s  a r e  
l i m i t e d .  It i s  p a r t i c u l a r l y  impor tan t  t o  n o t e  t h a t  t h e  two samples from 
t h e  Diary  and Q u a r t e r l y  Surveys cannot  's imply b e  c m b i n e d  t o  make a  t o t a l  
sample of  40,000 over  t h e  two y e a r s , ,  s i n c e  n e i t h e r  s u r v e y  o b t a i n e d  com- 
p l e t e  i n f o r m a t i o n  on a l l  e x p e n d i t u r e s .  Complicated s t a t i s t i c a l  matching 
procedures  would be  r e q u i r e d  t o  . impute m i s s i n g  d a t a  on one of t h e  s u r v e y s  
u s i n g  t h e  i n f o r m a t i o n  o n  t h e  o t h e r .  Techn ica l  Paper  VIII d e s c r i b e s  t h e  
1972-73 CES i n  more d e t a i l  and e v a l u a t e s  i t s  u s e f u l n e s s  f o r  pover ty  
measurement. 

Only a  few o t h e r  d a t a  s o u r c e s  a r e  a v a i l a b l e  f o r  deve lop ing  s t a n d a r d s  
and f a m i l y  c h a r a c t e r i s t i c s  e q u i v a l e n c e s  f o r  o t h e r  b a s i c  needs .  One i s  
t h e  1973 Farm Family L i v i n g  E x p e n d i t u r e s  Survey conducted by t h e  USDA, 
which o b t a i n e d  d e t a i l e d  e x p e n d i t u r e  d a t a  s i m i l a r  t o  t h a t  o b t a i n e d  by t h e  
CES, from 2,500 f a m i l i e s  in te rv iewed  a t  t h r e e  p o i n t s  d u r i n g  t h e  yea r .  
Although t h e  1972-73 CES inc luded  t h e  farm p o p u l a t i o n ,  t h e  1973 USDA 
survey  r e p r e s e n t e d  a  l a r g e r  sample,  about  1 /1 ,000 ,  p e r m i t t i n g  a  more 
r e l i a b l e  a n a l y s i s  of t h i s  group.  Comparison wi th  d a t a  from a  p rev ious  
1955 Farm Family Survey shows s u b s t a n t i a l  changes i n  spending p a t t e r n s ,  
s u g g e s t i n g  t h a t  a  pover ty  s t a n d a r d  e x p l i c i t l y  i d e n t i f y i n g  one o r  more 
c a t e g o r i e s  of need would look q u i t e  d i f f e r e n t  i n  1973 when compared t o  1955. 



I n  1969-1970, t h e  Department of  T r a n s p o r t a t i o n  conducted a  Nationwide 
P e r s o n a l  T r a n s p o r t a t i o n  S tudy ,  which o b t a i n e d  e x t e n s i v e  i n f o r m a t i o n  from 
approx imate ly  6 ,000  househo lds  ( 11 10 ,000  of t h e  u n i v e r s e )  on p a t  t e r n s  of 
automobi le  u s e  f o r  t r i p s  t o  work, t o  s c h o o l ,  f o r  shopping,  and o t h e r  
t r a v e l .  These d a t a  c o u l d  p o s s i b l y  be  used t o  ana lyze  s t a n d a r d s  o f ,  need. 
f o r  t r a n s p o r t a t i o n  based on household s i z e ,  number of e a r n e r s ,  schoo l  
c h i l d r e n ,  a v a i l a b i l i t y  of  p u b l i c  t r a n s p o r t a t i o n ,  and o t h e r  f a c t o r s .  

Geographic Equ iva lences  

Whether b a s i c  needs v a r y  by geograph ic  r e s i d e n c e  and,  i f  s o ,  whether  
such  v a r i a t i o n s  should  be  i n c o r p o r a t e d  i n t o  a  measure of pover ty  i s  an  

. i m p o r t a n t  i s s u e  i n  t h e  development of new o r  r e v i s e d  pover ty  measures .  
. The . c u r r e n t  Orshansky measure d o e s  n o t  r e c o g n i z e  any geographic  d i f f e r -  

e n c e s  of need ,  b u t  does  d i f f e r e n t i a t e  income d i f f e r e n c e s  between farm and 
nonfarm households .  

Geographic e q u i v a l e n c e s  pose t r o u b l i n g  t h e o r e t i c a l  and judgmental  
problems,  j u s t  a s  do fami ly  c h a r a c t e r i s t i c s  e q u i v a l e n c e s .  A s  d i s c u s s e d  
i n  Chap te r  11, geograph ic  v a r i a t i o n s  i n  e x p e n d i t u r e s  can  b e  p r e s e n t  a s  a  
r e s u l t  of  many f a c t o r s  i n c l u d i n g  a c t u a l  p h y s i c a l  d i f f e r e n c e s  i n  need due 
t o  c l i m a t e  o r  o t h e r  f a c t o r s ,  d i f f e r e n c e s  i n  p r e f e r e n c e s ,  a v a i l a b i l i t y  of  
goods ,  v a r i a t i o n  i n  , p r i c e s ,  o r  long-s tand ing  d i f f e r e n c e s  i n  income and 
p r e v a i l i n g  usage l e v e l s .  At tempt ing t o  e s t a b l i s h  t h a t  geograph ic  p r i c e  
d i f f e r e n c e s  a r e  p r e s e n t  t o  a  s i g n i f i c a n t  degree  i n v o l v e s  a  number o f  
a n a l y t i c a l  d e c i s i o n s .  For  example,  one  must d e c i d e  which k i n d s  of  
geographic  a r e a s  a r e  most v a l i d  t o  examine a s  i l l u s t r a t i n g  t h e  r a n g e  o f  
p r i c e s  and c o s t s ;  whether  t o  c o s t  o u t  t h e  same "market  baske t "  f o r  each 

. a r e a ;  o r  whether t o  v a r y  t h e  c o n t e n t s  because  of p h y s i c a l  f a c t o r s  o r  
p r e f e r e n c e  d i f f e r e n c e s .  

U n f o r t u n a t e l y ,  t h e  e x t e n t  and n a t u r e  of  geograph ic  d i f f e r e n c e s  i n  
c o s t  of  l i v i n g  cannot  be  determined a t  t h e  p r e s e n t  t i m e ,  because  a v a i l -  
a b l e  d a t a  a r e  inadequa te .  The same c r i t e r i a  ( v a l i d i t y ,  r e l i a b i l i t y ,  and 
f requency of  c o l l e c t i o n )  which were o u t l i n e d  i n  t h e  p rev ious  s e c t i o n  f o r  
e v a l u a t i n g  d a t a  s o u r c e s  on f a m i l y  c h a r a c t e r i s t i c s  e q u i v a l e n c e s  a p p l y  t o  
s o u r c e s  on geographic  e q u i v a l e n c e s .  It a p p e a r s  t h a t  t h e  c r i t e r i o n  o f  
r e l i a b i l i t y  -- o r  sample s i z e  -- i s  e s p e c i a l l y  c r i t i c a l  f o r  geograph ic  
d i f f e r e n c e s ,  because  by d e f i n i t i o n  geograph ic  a n a l y s i s  must be f o r  
p o p u l a t i o n s  s m a l l e r  t h a n  t h e  n a t i o n a l  t o t a l .  

Because a v a i l a b l e  d a t a  a r e  n o t  adequate  t o  de te rmine  geograph ic  
d i f f e r e n c e s  i n  needs ,  i t  i s  n o t  s u r p r i s i n g  t h a t  no g e n e r a l l y  accep ted  
s t a n d a r d s  of need have ye t  been developed t h a t  i n c l u d e  geograph ic  equiva-  
l e n c e s .  The .BLS f a m i l y  b u d g e t s  d e s c r i b e d  p r e v i o u s l y  have been c o s t e d  ou t  
i n  44 d i f f e r e n t  m e t r o p o l i t a n  and nonmet ropo l i t an  a r e a s  ( a l l  of which a r e  
u r b a n ,  however) f o r  t h e  four  r e g i o n s  ,of  dthe U.S. The c o s t  f o r  t h e  lower  
budget f o r  a  fanii ly of  four  i n  t h e  Spr ing  of 1970 v a r i e d  c o n s i d e r a b l y  from 
a  low of $ 6 , 1 5 0  i n  t h e  nonmet ropo l i t an  urban a r e a s  of t h e  South  t o  h i g h s  
of  $8,597 i n  Honolulu ,  Hawaii and . $ l o  ,788 i n  ~ n c h o r a g e ,  Alaska.  However, 



t h e  p l a c e s  f o r  which b u d g e t s  a r e  p r i c e d  d o  n o t  r e p r e s e n t  a c c u r a t e l y  o r  
adequa te ly  t h e  range of p r i c e s  w i t h i n  r e g i o n s  o r  o t h e r  a r e a s ;  n o r  were 
they  so  chosen  i n  t h e  f i r s t  p l a c e .  The budget  components themselves  
r e c o g n i z e  some geographic  d i f f e r e n c e s ,  bo th  p h y s i c a l  and p r e f e r e n t i a l .  
Heat ing f u e l  and c l o t h i n g  requ i rements  v a r y  accord ing  t o  c l i m a t i c  d i f f e r -  
e n c e s ;  t r a n s p o r t a t i o n  requ i rements  v a r y  accord ing  t o  s i z e  of p lace  and t h e  
a v a i l a b i l i t y  of mass t r a n s p o r t a t i o n ;  and t h e  market  b a s k e t  f o r  each r e g i o n  
assumes some r e g i o n a l  d i f f e r e n c e s  i n  food consumption p r a c t i c e s  such a s  
t h e  p r e f e r e n c e  f o r  pork r a t h e r  t h a n  beef  i n  t h e  South.  Taxes a r e  a l s o  
v a r i e d  t o  r e f l e c t  s t a t e  and l o c a l  t a x  r e g u l a t i o n s .  . Given a l l  of t h e  judg- 
ments  invo lved  i n  t h e  d e r i v a t i o n  of t h e  b u d g e t s ,  however,  t h e s e  d i f f e r e n c e s  
canno t  be accep ted  h s  d i f f e r e n c e s  of  need o r  c o s t - o f - l i v i n g  expenses .  

The o n l y  o t h e r  e x i s t i n g  s t a n d a r d s  t h a t  i n c o r p o r a t e  geograph ic  v a r i -  
a t i o n s  a r e  t h e  AFDC e l i g i b i l i t y  s t a n d a r d s  s e t  by each of  t h e  s t a t e s .  Each 
s t a t e  d e t e r m i n e s  a  s t a n d a r d  of need which i t  uses  t o  i d e n t i f y  f a m i l i e s  
wi th  dependent c h i l d r e n  who a r e  e l i g i b l e  f o r  prograrn b e n e f i t s .  These 
s t a n d a r d s  v a r y  c o n s i d e r a b l y  by s t a t e .  For  example, a s  of J u l y  1974,  $184 
was a l l o t t e d  per  month ($2,208 a n n u a l l y )  &r a  fami ly  of four  i n  ~ o r t h '  
C a r o l i n a ,  w h i l e  $456 p e r  month ($5,472 a n n u a l l y )  was a l l o t t e d  f o r  a  f ami ly  
of four  i n  Wisconsin.  Not a l l  s t a t e s  pay t h e i r  f u l l  needs  s t a n d a r d s  t o  
r e c i p i e n t s .  The s t a n d a r d s  may appear  a t  f i r s t  g l a n c e  t o  r e p r e s e n t  a  
b a s i s  f o r  de te rmin ing  geographic  e q u i v a l e n c e s ,  p a r t i c u l a r l y  a s  a  number of  
s i m i l a r i t i e s  i n  concept  and method of d e t e r m i n a t i o n  a r e  p r e s e n t  among t h e  
s t a t e s .  However, t h e r e  a r e  a l s o  s i g n i f i c a n t  d i s s i m i l a r i t i e s  i n  c o n c e p t ,  
methodology,  and a s  noted above,  i n  d o l l a r  l e v e l .  The d i f f e r e n c e s  a r e  so 
g r e a t  t h a t  t h e  s t a n d a r d s  can  be  viewed o n l y  a s  g u i d e l i n e s  f o r  what each  
s t a t e  b e l i e v e s  i s  f e a s i b l e  f o r  spending on i t s  w e l f a r e  program. 

Much remains  t o  b e  done i n  deve lop ing  geographic  e q u i v a l e n c e s  f o r  
pover ty  measurement t h a t  can b e  g e n e r a l l y  accep ted .  G e n e r a l l y ,  t h e  d a t a  
s o u r c e s  a v a i l a b l e  a r e  t h e  same a s  t h o s e  f o r  f ami ly  c h a r a c t e r i s t i c s  
e q u i v a l e n c e s  and s t a n d a r d s  of  need; namely, t h e  1960 and 1970 Decennia l  
Censuses o f  Housing, t h e  Annual Housing Survey f o r  housing and u t i l i t y  
c o s t s .  and needs ,  t h e  1960-61' and 1972-73 Consumer Expend i tu re  Surveys f o r  
a l l  i t e m s  of consumption,  t h e  1955 and 1973 Farm Family L iv ing  Expend i tu re  

' Surveys fo-r farm household  consumption,  t h e  1969-70 Nationwide Persona l  
T r a n s p o r t a t i o n  S tudy ,  f o r  t r a n s p o r t a t i o n  n e e d s ,  and t h e  vari0u.s Household 
Food Consumption Surveys .  

None of t h e s e  e x i s t i n g  d a t a  s o u r c e s  i s  of s u f f i c i e n t  s i z e  and q u a l i t y  
t o  s u p p o r t  t h e  kind of d e t a i l e d  a n a l y s i s  t h a t  would be  r e q u i r e d  t o  e s t a b -  
l i s h  v a l i d  geograph ic  e q u i v a l e n c e s .  Such a n  a n a l y s i s  would have t o  
examine v a r i o u s  t y p e s  of geographic  a r e a s  t o  s p o t  major' d i f f e r e n c e s  and 
ana lyze  a l l  major  e x p e n d i t u r e  c a t e g o r i e s  f o r  t h e  s e v e r a l  t y p e s  of f a m i l i e s  
and income l e v e l s  w i t h i n  each a r e a .  E x i s t i n g  d a t a  s o u r c e s  a r e  inadequa te  
t o  suppor t  a  geograph ic  a n a l y s i s  by f a m i l y  type w i t h  a d d i t i o n a l  c a t e g o r i -  
z a t i o n  by income l e v e l  and e x p e n d i t u r e  c l a s s .  



Updat ing t h e  S t a n d a r d s  

An independent  r e - d e r i v a t  i o n  of t h e  c u r i e n t  pover ty  t h r e s h o l d s  each 
year  i s  i m p r a c t i c a l .  Some means of upda t ing  t h e s e  t h r e s h o l d s  each yea r  
i s  n e c e s s a r y  t o  t a k e  account  of changing p r i c e s .  O r i g i n a l l y ,  t h e  S o c i a l  
S e c u r i t y  A d m i n i s t r a t i o n  r e v i s e d  t h e  Orshansky p o v e r t y  measure by t h e  
annual  increment  i n  t h e  economy food budget .  I n  1969,  t h e  Consumer P r i c e  
Index (CPI) was adopted f o r  t h e  annua l  ad jus tment .  

The Consumer P r i c e  Index i s  a  monthly s t a t i s t i c a l  measure of t h e  
average  change i n  p r i c e s  of goods and s e r v i c e s  purchased by urban wage 
and c l e r i c a l  workers.  T h i s  s e r i e s  h a s  been p a r t  of a n  on-going program 
by t h e  Bureau o f  Labor S t a t i s t i c s  s i n c e  t h e  e a r l y  t w e n t i e t h  c e n t u r y .  
Although o v e r  t h e  y e a r s  t h e r e  have been many changes  i n  scope ,* c o v e r a g e ,  
f r equency ,  and p u b l i c a t i o n  fo rmat ,  t h e  index h a s  remained a  measure o f  
change i n  t h e  c o s t  of a  f i x e d  market  b a s k e t  of goods and s e r v i c e s .  T h i s  
s e c t i o n  d e s c r i b e s  t h e  c o n s t r u c t i o n  of  t h e  c u r r e n t  s e r i e s ,  which i s  based 
o n  r e v i s i o n s  in t roduced  i n  January  1964. The BLS i s  c u r r e n t l y  u n d e r t a k i n g  
a  s e t  of r e v i s i o n s ,  t o  be i n s t i t u t e d  i n  A p r i l  1977,  which a r e  based 
p a r t i a l l y  o n  t h e  1972-73 Consumer Expend i tu re  Survey. 

The CPI i s  a  weighted a g g r e g a t i v e  index number wi th  f i x e d  annua l  
we igh t s .  The w e i g h t s  r e p r e s e n t  t h e  e x p e n d i t u r e s  ( p r i c e  m u l t i p l i e d  by 
q u a n t i t y )  of i t ems  purchased and a r e  commonly r e f e r r e d  t o  a s  t h e  "market 
b a s k e t "  of  goods and s e r v i c e s .  The q u a n t i t i e s  remain c o n s t a n t ,  e x c e p t  
f o r  r e v i s i o n s  which occur  about eve ry  t e n  y e a r s .  G e n e r a l l y ,  t h o s e  i t e m s  
a r e  r e p r i c e d  a t  r e g u l a r  i n t e r v a l s ,  and t h e  a g g r e g a t e  c o s t  of  t h e  market  
b a s k e t  i s  compared from one pe r iod  t o  a n o t h e r  o r  t o  t h e  c o s t  i n  a  
s e l e c t e d  base  pe r iod .  

The market  b a s k e t  of q u a n t i t i e s  r e p r e s e n t s  a l l  t h e  goods and s e r v i c e s  
purchased :  food,  c l o t h i n g ,  s h e l t e r ,  t r a n s p o r t a t i o n ,  f u e l ,  d r u g s ,  d e n t i s t  
and d o c t o r  f e e s ,  r e c r e a t i o n ,  f u r n i t u r e ,  a p p l i a n c e s ,  h a i r c u t s ,  e t c .  A l l  
t a x e s  on t h e  purchase  of commodi t ies ,  i . e . ,  s a l e s ,  e x c i s e ,  and r e a l  e s t a t e  
t a x e s ,  a r e  i n c l u d e d ,  b u t  income and o t h e r  p e r s o n a l  t a x e s  a r e  n o t .  For  t h e  
c u r r e n t  CPI, t h e  compos i t ion  of t h e  market  b a s k e t  was determined on t h e  
b a s i s  of e x p e n d i t u r e  p a t t e r n s  r e p o r t e d  i n  t h e  Consumer E x p e n d i t u r e  Survey 
con'ducted i n  1960-61. Only t h e  r e s p o n s e s  of urban consumer u n i t s  w i t h  a t  
l e a s t  one wage e a r n e r  o r  c l e r i c a l  worker were used ,  and t h e  sample inc luded  
4 ,860 such f a m i l i e s .  

The e x p e n d i t u r e  i n f o r m a t i o n  c o l l e c t e d  i n  t h i s  survey was ex t remely  
d e t a i l e d .  Over 1 ,800  items were r e c o r d e d ,  a l though  t h e  i m p o s s i b i l i t y  of  
p r i c i n g  a l l  i t ems  i n d i v i d u a l l y  caused a  sample of about  400 items t o  be  
s e l e c t e d  f o r . t h e  market  b a s k e t .  A f t e r  c l a s s i f y i n g  t h e  d e t a i l e d  i t e m s  
i n t o  52 broad e x p e n d i t u r e  c l a s s e s  r e p r e s e n t i n g  g roup ings  of  i t e m s  s e r v i n g  
s i m i l a r  human n e e d s ,  i n d i v i d u a l  items were s e l e c t e d  randomly wi th  a  
p r o b a b i l i t y  d i r e c t l y  p r o p o r t i o n a l  t o  t h e i r  importance  i n  t h e  budget .  



P r i c e s  f o r  t h e  CPI a r e  o b t a i n e d  i n  5 6  r e p r e s e n t a t i v e  urban a r e a s  
, ( s t r a t i f i e d  by r e g i o n  and s i z e  c l a s s )  by p e r s o n a l  v i s i t  t o  a  r e p r e s e n t a -  
t i v e  sample of n e a r l y  18,000 s t o r e s  and s e r v i c e  e s t a b l i s h m e n t s  where 
wage and c l e t i c a l  workers  buy goods and s e r v i c e s .  Th i s  i n c l u d e s  c h a i n  
s t o r e s ,  independent  g r o c e r y ,  depar tment ,  and s p e c i a l t y  s t o r e s ,  and r e p a i r  
and s e r v i c e  shops i n  b o t h  t h e  c e n t r a l  c i t y  and suburbs .  Where p o s s i b l e ,  
t h e s e  o u t l e t s  a r e  g e n , e r a l l y  r e p r e s e n t e d  by t h e i r  s a l e s  volume. Renta l  
r a t e s  a r e  o b t a i n e d  from about 40,000 t e n a n t s  twice  a  year . '  The BLS u s e s  
m a i l  q u e s t i o n n a i r e s  t o  o b t a i n  d a t a  on s t r e e t c a r  and bus  f a r e s ,  newspaper 
p r i c e s ,  and p r i c e s  of c e r t a i n  o t h e r  i t ems  which do n o t  r e q u i r e  a  p e r s o n a l  
v i s i t .  For  a  number of i t e m s  such a s  home p u r c h a s e ,  c o l l e g e  t u i t i o n ,  
and magazine s u b s c r i p t i o n ,  d a t a  c o l l e c t e d  by o t h e r  government a g e n c i e s  
o r  p r i v a t e  o r g a n i z a t i o n s  a r e  used.  

P r i c e s  a r e  c o l l e c t e d  i n  each of t h e  5 6  urban l o c a t i o n s  a t  i n t e r v a l s  
r a n g i n g  f r a n  once a  month t o  once every  t h r e e  months,  wi th  a  few i t e m s  
surveyed semiannua l ly  o r  annua l ly .  Because food p r i c e s  change f r e q u e n t l y  
and foods a r e  a  s i g n i f i c a n t  p a r t  of  t o t a l  spend ing ,  food p r i c i n g  i s  
conducted every  month i n  each urban a r e a .  Except f o r  food i t ems ,  t h e  
number of  p r i c e  q u o t a t i o n s  o b t a i n e d  i n  each c i t y  i s  q u i t e  s m a l l  ( u s u a l l y  
4  and a t  most 8 1 ,  w h i l e  t h e  number of food s t o r e s  v i s i t e d  r a n g e s  from 10 
t o  a  maximum of  80 ( t h e  l a t t e r  i n  New. York C i t y ) .  A t  t h e  n a t i o n a l  l e v e l ,  
however, t h i s  s t i l l  r e p r e s e n t s  a  s i g n i f i c a n t  number of q u o t a t i o n s .  

The BLS a t t e m p t s  t o  e n s u r e  t h a t  t h e  index r e f l e c t s  o n l y  changes i n  
p r i c e s  and n o t  i n  q u a n t i t y  o r  q u a l i t y .  The BLS p r i c e  r e p o r t e r s  a r e ,  
c o n s e q u e n t l y ,  provided w i t h  d e t a i l e d  s p e c i f i c a t i o n s  f o r  each item t o  be 
p r i c e d ,  such a s  canned B a r t l e t t  p e a r s  o r  home permanent r e f i l l s .  More- 
o v e r ,  t h e  r e p o r t e r s  a r e  i n s t r u c t e d  t o  p r i c e  e x a c t l y  t h e  same item i n  t h e  
same s t o r e s  each t i m e .  When i t  i s  n e c e s s a r y  t o  s u b s t i t u t e  f o r  a  s p e c i -  
f i e d  i t e m ,  i t s  p r i c e  i s  c a r e f u l l y  s p l i c e d  i n t o  t h e  index t o  avoid  
a f f e c t i n g  t h e  o v e r a l l  index.  

As a  g e n e r a l  index f o r  updat ing . t h e  pover ty  t h r e s h o l d s  o r  f o r  o t h e r  
p u r p o s e s ,  t h e  Consumer P r i c e  Index h a s  a  number of  l i m i t a t i o n s .  While i t  
r e p r e s e n t s  t h e  average movement of p r i c e s  f o r  a  f i x e d  market  b a s k e t  of 
goods and s e r v i c e s ,  i t  does  not  n e c e s s a r i l y  r e p r e s e n t  t h e  change i n  t h e  
a c t u a l  c o s t s  of day-to-day l i v i n g  of urban wage and c l e r i c a l  workers .  As 
p r i c e s  change,  f a m i l i e s  may a d j u s t  t h e i r  consumption p a t t e r n s ,  s u b s t i t u t i n g  
l e s s  c o s t l y  i t e m s  o r  performing s e r v i c e s  such as home r e p a i r s  themse lves .  
The change i n  r e l a t i v e  p r i c e s  a l s o  c a u s e s  a  change i n  purchases .  These 
s h i f t s  i n  consumption p a t t e r n s  a r e  n o t  cap tu red  by t h e  CPI, because  t h e  . 
market b a s k e t  remains  unchanged. 

Second, t h e  CPI canno t  be  used t o  s t u d y  i n t e r c i t y  d i f f e r e n c e s  i n  
e i t h e r  p r i c e s  o r  l i v i n g  c o s t s .  Although i t  i s  p u b l i s h e d  s e p a r a t e l y  f o r  23  
of  t h e  5 6  urban  a r e a s ,  t h e  CPI measures  o n l y  t ime-to-t ime p r i c e  change i n  
a  g iven a r e a .  



A f e a t u r e . o f  t h e  CPI which i s  sometimes c i t e d  a s  a  l i m i t a t i o n  f rom'  
t h e  s t a n d p o i n t  of i t s  use  a s  a  means of upda t ing  t h e  pover ty  measure i s  
t h e  f a c t  t h a t  i t  i s  based on expenses  of  one  p a r t i c u l a r  g roup  of consumers,  
urban wage and c l e r i c a l  workers .  The e x p e r i e n c e  of  t h i s  group i s  n o t  
n e c e s s a r i l y  r e p r e s e n t a t i v e  of  t h e  p r i c e  changes  faced by t h e  low-income 
p o p u l a t i o n .  The e x p e n d i t u r e  p a t t e r n  of poor f a m i l i e s  i s  i n  g e n e r a l  more 
h e a v i l y  weighted t o  n e c e s s i t i e s  such a s  food and s h e l t e r .  A l s o ,  t h e  i t ems  
purchased t o  s a t i s f y  t h e s e  needs  may be  of l'ower q u a l i t y  o r  may n o t  be t h e .  
same a s  t h o s e  purchased by u rban  wage and c l e r i c a l  workers .  Moreover,  low- 
income f a m i l i e s ,  f r e q u e n t l y  c o n f i n e d  t o  t h e  c e n t r a l  c i t y  wi thou t  adequa te  
t r a n s p o r t a t i o n ,  d o  n o t  g e n e r a l l y  shop i n  t h e  same s t o r e s  a s  suburban 
f a m i l i e s  wi th  t h e i r  own au tomobi les .  

Data for Measuring Resources 

The d a t a  most f r e q u e n t l y  used t o  de te rmine  r e s o u r c e s  f o r  comparison 
wi th  needs  a r e  t h e  p rev ious  year1-s income d a t a  from t h e  Decennia l  Census 
o r  t h e  Cur r e n t  P o p u l a t i o n  Survey.  Embodied , i n .  t h e  incane  concep t  employed 
i n  t h e s e  d a t a  s e r i e s  a r e  s e v e r a l  judgments which a f f e c t  t h e  c o n c e p t ' s  use- 
f u l n e s s  f o r  measur ing r e s o u r c e s .  A more canprehens ive  compar ison of  t h e  
d i f f e r e n c e s  i n  income d e f i n i t i o n s  and i t s  components i s  found i n  Techn ica l  
Paper  I X ,  I n v e n t o r y  o f  F e d e r a l  D a t a  Bases  Re la ted  t o  t h e  Measurement of  
Pover ty .  

F i r s t ,  t h e  Census s e r i e s  r e s t r i c t  t h e  d e f i n i t i o n  of income t o  c a s h  - 
income, exc lud ing  in-kind income such  a s  food stamp bonuses ,  t h e  imputed 
r e n t a l  v a l u e  of a  home, o r  s p e c i a l  b e n e f i t s  t o  workers such a s  s u b s i d i z e d  
h e a l t h  insurance .  Second, t h e  Census concep t  of  c a s h  income i n c l u d e s  o n l y  
r e g u l a r  s o u r c e s  of income exc lud ing  lump-sum income such a s  c a p i t a l  g a i n s ,  
p r i z e  money, and i n  g e n e r a l  any one- t  ime r e c e i p t s .  T h i r d ,  t h e  Census 
c o n c e p t  measures  income o v e r  a  y e a r  ( t h e  c a l e n d a r  y e a r  j u s t  p r i o r  t o  t h e  
Census o r  CPS s u r v e y  d a t e ) ,  e x c l u d i n g  any d a t a  on income i n  p rev ious  y e a r s  
and any d a t a  o n  income v a r i a t i o n s  w i t h i n  t h a t  yea r .  The Census concept  
i n c l u d e s  b o t h  p r i v a t e  and p u b l i c  s o u r c e s  of money income, i n c l u d i n g  such 
t r a n s f e r  payinents a s  S o c i a l  S e c u r i t y ,  Ve te rans  b e n e f i t s ,  and AFDC payments. 
It a s k s  f o r  a l l  s o u r c e s  b e f o r e  t a x e s  o r  o t h e r  p a y r o l l  d e d u c t i o n s .  

Base Da ta :  t h e  Decenn ia l  Census 

The Decennia l  Census of  P o p u l a t i o n  and Housing i s  by d e s i g n  t h e  most 
comprehensive of  a l l  government s t a t i s t i c a l  s e r i e s  i n  terms of p o p u l a t i o n  
coverage .  A c a n p l e t e  (100  p e r c e n t )  coun t  of t h e  p o p u l a t i o n  i n  50 s t a t e s ,  
t h e  D i s t r i c t  of Columbia, P u e r t o  R i c o ,  and t h e  U.S. p o s s e s s i o n s  i s  
a t t empted  t o  a c q u i r e  b a s i c  demographic , c h a r a c t e r i s t i c s  ( a g e ,  s e x ,  r a c e ,  
household r e l a t i o n s h i p ,  m a r i t a l  s t a t u s )  and d w e l l i n g  u n i t  a t t r i b u t e s .  
A l s o ,  such o t h e r  c h a r a c t e r i s t i c s  a s  income, e d u c a t i o n ,  o c c u p a t i o n ,  and 
m a r i t a l  h i s t o r y  a r e  c o l l e c t e d  by t a k i n g  v e r y  l a r g e  s y s t e m a t i c  samples  
of  t h e  p o p u l a t i o n  ( 2 5  p e r c e n t  i n  1960 and 20 p e r c e n t ,  15 p e r c e n t ,  o r  5  
'percent  i n  1970,  depending on t h e  q u e s t i o n s  a s k e d ) .  The o n l y  p o p u l a t i o n  
g roup  excluded from t h e  census  i s  t h a t  of foreig'n c i t i z e n s  t e m p o r a r i l y  



v i s i t i n g  o r  t r a v e l i n g  i n  t h e  U.S. o r  l i v i n g  on t h e  premises  of a n  embassy, 
l e g a t i o n ,  e t c .  Res iden t  a l i e n s  a r e  enumerated,  a s  a r e  U.S. c i t i z e n s  
abroad f o r  a n  extended p e r i o d .  

Each pe r son  enumerated i s  counted a s  a n  i n h a b i t a n t  of h i s  o r  h e r  
u s u a l  p l a c e  of abode. Also ,  pe r sons  t e m p o r a r i l y  away from t h e i r  u s u a l  
p l a c e  of r e s i d e n c e  ( e . g . ,  i n  a  h o s p i t a l  o r  on v a c a t i o n )  a r e  a l l o c a t e d  t o  
t h e i r  homes. C e r t a i n  groups  a r e  a l l o c a t e d  t o  a  p l a c e  of  r e s i d e n c e  accord- 
ing t o  s p e c i a l  r u l e s .  For  i n s t a n c e ,  c o l l e g e  s t u d e n t s ,  inmates  of i n s t i t u -  
t i o n s ,  and Armed Forces  pe r sonne l  i n  b a r r a c k s  o r  on ha rbored  v e s s e l s  a r e  
enumerated a s  i n h a b i t a n t s  of t h e  p l a c e  where they  c u r r e n t l y  r e s i d e ;  they  
a r e  n o t  enumerated a s  i n h a b i t a n t s  o f ' t h e i r  f a m i l i e s '  abodes.  81  T h i s  . 

t r e a t m e n t  may o v e r e s t i m a t e  pover ty  among u n r e l a t e d  i n d i v i d u a l s  i n  some 
a r e a s .  For example, t h e  pover ty  s t a t u s  of c o l l e g e  s t u d e n t s  l i v i n g  i n  
d o r m i t o r i e s  i s  determined by t h e i r  f a m i l i e s '  income, b u t  t h e  pover ty  
s t a t u s  of  t h o s e  l i v i n g  i n  non-dormitory housing i s  determined by t h e i r  \ 

own income. To t h e  e x t e n t  t h a t  s t u d e n t s  draw on t h e i r  f a m i l i e s '  
r e s o u r c e s ,  t h e i r  own income may n o t  be a  good i n d i c a t o r  of  t h e i r  pover ty  
s t a t u s .  

The v e r y  l a r g e  sample s i z e  f o r  t h e  household c a n p o s i t i o n  and income 
i n f o r m a t i o n  (100 pe rcen t  f o r  t h e  former and 20 pe rcen t  f o r  t h e  l a t t e r ,  i n  
1970) s u g g e s t s  t h a t  e s t i m a t e s  of t h e  c u r r e n t l y  d e f i n e d  pover ty  p o p u l a t i o n  
a r e  r e l i a b l e  f o r  na r rowly  d e f i n e d  d i s t r i b u t i o n s  of  c h a r a c t e r i s t i c s  and 
f o r  f a i r l y  smal l  geograph ic  a r e a s .  More r e l i a b l e  e s t i m a t e s  might s t i l l  
b e  d e s i r e d ,  however, f o r  s m a l l e r  geographic  a r e a s  such a s  many c o u n t i e s ,  
urban p l a c e s ,  o r  schoo l  d i s t r i c t s .  

Aside  £ran t h e  f a c t  t h a t  i t  i s  conducted o n l y  once e v e r y  t e n  year; ,  
t h e r e  a r e  o t h e r  problems i n  o b t a i n i n g  complete  coverage ,  i n c l u d i n g  t h e  
u n s k i l l e d  n a t u r e  of t h e  Census f i e l d  s t a f f  (most i n t e r v i e w s  and coders  
a r e  h i r e d  on a  shor t - t e rm,  pa r t - t ime  b a s i s ) ,  t h e  m o b i l i t y  and l a c k  o f  
permanent r e s i d e n c e  of a  s i g n i f i ~ a n t  p o r t i o n  of t h e  p o p u l a t i o n ,  and some 
p e r s o n s '  r e s i s t a n c e  t o  b e i n g  enumerated.  Obviously ,  t h e s e  problems a r e  
canpounded by t h e  c a n p l e x i t i e s  of enumerat ing and p r o c e s s i n g  r e s u l t s  f o r  
over  200 m i l l i o n  i n d i v i d u a l s .  ' 

About 2.5 p e r c e n t  of t h e  p o p u l a t i o n  i s  missed i n  t h e  Census enumera- 
t i o n ,  c o n s t i t u t i n g  t h e  s o - c a l l e d  "undercount ." The undercount v a r i e s  
s y s t e m a t i c a l l y  by a g e ,  r a c e ,  and s e x ,  w i t h  b l a c k  m a l e s  aged 2 5  t o  34 
b e i n g  most f r e q u e n t l y  over looked.  For b l a c k  males  aged 2 5  t o  3 4 ,  t h e  
undercount  i s  a s  h igh  a s  18.5 p e r c e n t  of t h e  p o p u l a t i o n .  91 The under- 
c o q t  i s  an e s p e c i a l l y  s e r i o u s  problem when measuring p o v e r t y  because  
t h e  g roups  w i t h  t h e  g r e a t e s t  d i s a d v a n t a g e s  a r e  o f t e n  t h e  groups  w i t h  t h e  
h i g h e s t  undercounts .  

There  a r e  a lSo problems i n  ach iev ing  f u l l  coverage of  i n d i v i d u a l  popu- 
l a t  i o n  c h a r a c t e r i s t i c s ,  a s  a  s - igni  f i c a n t  number of  enumerated persons  f a i l  
e i t h e r  t o  r e p o r t  c e r t a i n  c h a r a c t e r i s t i c s  o r  t o  r e p o r t  them c o r r e c t l y .  The 
Census Bureau h a s  developed s o p h i s t i c a t e d  e d i t i n g  procedures  f o r  imputing 



missing d a t a  f o r  household  and pe r son  r e c o r d s .  These p rocedures  a t t e m p t  . 
I t o  a l l - o c a t e  t h e . " b e s t t '  r e sponse  f o r  a  person based on o t h e r  i n f o r m a t i o n  on 

r e c o r d ,  o r ,  i f  t h i s  i s  n o t  p o s s i b l e ,  based on answers fu rn i shed  by o t h e r  
pe r sons  l i v i n g  i n  t h e  same a r e a  and p o s s e s s i n g  s i m i l a r  c h a r a c t e r i s t , i c s .  
Use of t h e s e  p rocedures  h a s  improved t h e  Census s e r i e s ,  a l t h o u g h  a l l  . 

e d i t i n g  p r o c e d u r e s  i n c o r p o r a t e  some b i a s .  

Of c o u r s e ,  t h e  most i m p o r t a n t  v a r i a b l e  (fr.om t h e  p o i n t  of view of  
pover ty  measurement) a f f e c t e d  by m i s r e p o r t i n g  i s  f ami ly  and p e r s o n s '  
i n c a n e .  Each Decennia l  Census o b t a i n s  i n f o r m a t i o n  o n  income f o r  t h e  
c a l e n d a r  y e a r ,  preceding t h e  Census d a t e  ( 1969 f o r  ' t h e  1970 c e n s u s ) .  A 1 1  
p e r s o n s  14 y e a r s ,  o r  o l d e r  a r e  asked t o  r e p o r t  r e g u l a r  money income of s i x  

r 

types  : 

( 1 )  Wages o r -  s a l a r y  income b e f o r e  d e d u c t i o n s  f o r  t a x e s ,  p e n s i o n s ,  
union d u e s ,  e t c .  

( 2 )  Net money income from self-employment i n  a  b u s i n e s s ,  
p r o f e s s i o n a l  p r a c t i c e ,  o r  p a r t n e r s h i p .  

4' 
( 3 )  Net money income from self-employment on a  farm. 

( 4 )  S o c i a l  S e c u r i t y  o r  R a i l r o a d  Ret i rement  Act income i n c l u d i n g  
Medicare premiums b u t  n o t  re imbursements  f o r  payments made by 
r e s p o n d e n t s  f o r  med ica l  c a r e  covered by Medicare.  

( 5 )  P u b l i c  a s s i s t a n c e  o r  w e l f a r e  income. 

( 6 )  A l l  o t h e r  r e g u l a r  income i n c l u d i n g  d i v i d e n d s ,  i n t e r e s t ,  e s t a t e  
i n c a n e ,  n e t  r e n t a l  income, p e n s i o n s ,  a l imony,  unemployment 
b e n e f i t s ,  e t c .  

. . 
I   here a r e  many problems a s s o c i a t e d  w i t h  income r e p o r t i n g  i n  t h e  

Census. For example,  many pe rsons  r e l y  on r e c a l l  r a t h e r  than  on r e c o r d s  
of  wages p a i d ,  bank i n t e r e s t ,  e t c .  Even pe r sons  checking t h e i r  r e c o r d s  
may be  u n c e r t a i n  of what i s  be ing  asked.  Also,  i t  i s  sometimes d i f f i c u l t  
t o  a c q u i r e  a c c u r a t e  i n f o r m a t i o n  on fami ly  income because  f a m i l i e s  i n  
e x i s t e n c e  a s  of A p r i l  1 of t h e  Census year  a r e  r e q u e s t e d  t o  r e p o r t  income 
f o r  t h e  p r e v i o u s  y e a r ,  even though some r e c e n t  members might  n o t  have been 
p a r t  of t h e  fami ly  i n  t h a t  y e a r ,  o r  even though some members might have 
l e f t  b e f o r e  t h e  Census d a t e .  

f 

For  a l l  of t h e s e  r e a s o n s ,  incane  d a t a  i n  t,he Census s u f f e r  c o n s i d e r a b l y  
from u n d e r r e p o r t i n g  and m i s r e p o r t i n g  and r e q u i r e  t h e  most e d i t i n g  of  a l l  
Census i tems.  Even a f t e r  e d i t i n g ,  t h e r e  i s  s u b s t a n t i a l  u n d e r r e p o r t i n g ,  
p a r t i c u l a r l y  from s o u r c e s  o t h e r  t h a n  wage and s a l a r y  income ( e s p e c i a l l y  
p u b l i c  a s s i s t a n c e .  and p r o p e r t y  income such a s  i n t e r e s t ,  d i v i d e n d s ,  and 
r e n t ) .  



Curren t  P o p u l a t i o n  Survey 

A number of s o u r c e s  a r e  a v a i l a b l e  f o r  a n n u a l l y  upda t ing  t h e  Decennia l  
Census income d a t a .  No one source  i s  comple te ly  s a t i s  f a c t o r y ,  however, 
p r i m a r i l y  because  t h e  sample s i z e  i s  t o o  smal l  t o  suppor t  s t a t e  o r  s m a l l e r  
a r e a  e s t i m a t e s  o r  because  d e t a i l  on household composi t ion i s  l i m i t e d  o r  
m i s s i n g .  

One canmonly used d a t a  s o u r c e  f o r  upda t ing  t h e  Census i s  t h e  C u r r e n t  
P o p u l a t i o n  Survey (CPS) conducted monthly by t h e  Bureau of t h e  Census t o  
o b t a i n  f i g u r e s  on employment f o r  t h e  Bureau of Labor S t a t i s t i c s .  The 
e x t e n s i v e  i n f o r m a t i o n  i n  t h e  March Income Supplement,  o t h e r w i s e  known a s  
t h e  Annual Demographic F i l e ,  i s  a v a i l a b l e  f o r  annual  upda t ing  of pover ty  
c o u n t s .  + 

The C u r r e n t  P o p u l a t i o n  Survey c l o s e l y  resembles  t h e  Decennia l  Census 
i n  p o p u l a t i o n  coverage.  However, u n l i k e  t h e  Census,  t h e  CPS exc ludes  
inmates  of i n s t i t u t i o n s  and Amed F o r c e s  pe r sonne l  l i v i n g  on base  i f  t h e i r  
f a m i l i e s  a r e  n o t  p r e s e n t .  Also ,  t h e  CPS exc ludes  U.S. c i t i z e n s  l i v i n g -  
abroad o r  r e s i d e n t s  of P u e r t o  Rico o r . o f  t h e  U.S. p o s s e s s i o n s .  Fur the r -  
more, household r e l a t i o n s h i p  d e f i n i t i o n s  d i f f e r  i n  one way. I n  t h e  CPS, 
c o l l e g e  s t u d e n t s  l i v i n g  away from home a r e  enumerated a s  f a m i l y  members 
a t  t h e i r  f a m i l i e s '  home r a t h e r  t h a n  a s  u n r e l a t e d  i n d i v i d u a l s  l i v i n g  i n  
d i f f e r e n t  a r e a s .  T h i s  i s  p robab ly  a  more r e a l i s t i c  t r e a t m e n t  f o r  t h e  
purpose  of measuring pover ty .  101 The CPS a l s o  s u f f e r s  t h e  same hand icap  
a s  t h e  Census w i t h  r e s p e c t  t o  c h a n g e s  i n  f ami ly  compos i t ion  between t h e  
income year  and t h e  r e p o r t i n g  pe r iod .  

Income c o n c e p t s  i n  t h e  CPS resemble  t h o s e  i n  t h e  Census,  e x c e p t  t h a t  
i n  t h e  l a t t e r  t h e r e  a r e  fewer income types .  For i n s t a n c e ,  a s  of March 
1975, t h e  CPS i d e n t i f i e d  11 income t y p e s  whi le  t h e  Census i d e n t i f i e d  o n l y  
6. P r i o r  t o  March 1975, t h e  CPS had d i v i d e d  " o t h e r  income" i n t o  3  c a t e -  
g o r i e s  so t h a t  i t  s t i l l  inc luded  2  more t y p e s  t h a n  d i d  t h e  Census. I n  t h e  
CPS p e r s o n a l  i n t e r v i e w s  by exper ienced enumerators  r educe  m i s c o n c e p t i o n s ,  
h e l p  r e s p o n d e n t s  i n  checking t h e i r  r e c o r d s ,  e t c .  However-, about  t h e  same 
p r o p o r t i o n  of pe r sons  i n  t h e  CPS a s  i n  t h e  Census (12  t o  16 p e r c e n t )  
f u r n i s h  incomplete  incane  d a t a  t h a t  must b e  c o r r e c t e d  i n  t h e  e d i t i n g  
p r o c e s s .  111 Income u n d e r r e p o r t i n g  i s  a l s o  s e r i o u s  f o r  c e r t a i n  income 
t y p e s  a s  d i s c u s s e d  l a t e r  i n  t h e  s e c t i o n  o n  C o r r e c t i n g  Cash Incane .  

The most impor tan t  d i f f e r e n c e  between t h e  censLs and CPS from t h e  
s t a n d p o i n t  of comprehensively  measur ing pover ty  i s  t h a t  d a t a  i n  t h e  CPS 
i s  c o l l e c t e d  from a  s y s t e m a t i c  c l u s t e r e d  sample l i m i t e d  t o  45,000 i n t e r -  
viewed households  ( a b o u t  130,000 p e r s o n s )  i n  t h e  50 s t a t e s  and t h e  
D i s t r i c t  of Columbia. The CPS i n c u r s  a  s u b s t a n t i a l  degree  of sampl ing 
e r r o r ,  even f o r  r e g i o n a l  e s t i m a t e s .  T h i s  i s  p a r t i c u l a r l y  so f o r  pover ty  
e s t i m a t e s ,  because  t h e  CPS i s  des igned t o  b e  r e p r e s e n t a t i v e  of t h e  e n t i r e  
household  p o p u l a t i o n  and no t  o n l y  low-income groups .  Beginning w i t h  t h e  
March 1976 f i l e ,  t h e  sample s i z e  w i l l  be i n c r e a s e d  t o  about 55,000 i n t e r -  
viewed households .  However, even w i t h  t h i s  l a r g e r  sample,  t h e  CPS i s  



s t i l l  n o t  des igned t o  p rov ide  v a l i d  e s t i m a t e s  of pover ty  i t  t h e  s t a t e  
l e v e l .  

A d m i n i s t r a t i v e  Records '  

O t h e r  s o u r c e s  of annual  income d a t a  f o r  s t a t e s  and s m a l l e r  a r e a s  
based on a d m i n i s t r a t i v e  r e c o r d s  r a t h e r  than  s u r v e y s  a r e  a v a i l a b l e .  For 
i n s t a n c e ,  t h e  Bureau of  Economic ~ n a l ~ s i s  (BEA) , Department of Commerce, 
e s t i m a t e s  p e r - c a p i t a  p e r s o n a l  income f o r  t h e  n a t i o n ,  s t a t e s ,  and c o u n t i e s  
o n  a n  annual  b a s i s .  The BEA i n c w e  concep t  i s  much more comprehensive 
t h a n  t h e  Census o r  CPS. 121 It i n c l u d e s ,  f o r  example, s e v e r a l  s o u r c e s  o f  - 
in-kind incane .  However, t h e  d i r e c t  u s e f u l n e s s  of t h e  BEA s e r i e s  f o r  
measurement of pover ty  i s  s e v e r e l y  l i m i t e d  by t h e  absence of any d a t a  on 
fiamily s i z e  o r  c a n p o s i t i o n  o r  d a t a  p e r m i t t i n g  d e t e r m i n a t i o n  of  q u a n t i t i e s  
b e s i d e s  average income i n  a  geograph ic  a r e a .  Also ,  because  BEA o b t a i n s  
i t s  income f i g u r e s  'from b u s i n e s s  e s t a b l i s h m e n t s  and a d m i n i s t r a t i v e ,  
r e c o r d s ,  o b t a i n i n g  e s t i m a t e s  of f h i l y  and p e r - c a p i t a  p e r s o n a l  income i s  
c  a n p l i c a t e d  , s i n c e  incane ea rned  by workers  l i v i n g  i n  j u r i s d i c t i o n s  o t h e r  
t h a n  t h o s e  i n  which t h e y  work must be p r o p e r l y  a l l o c a t e d  t o  p l a c e s  o f  
r e s i d e n c e .  For  t h e s e  r e a s o n s  income d i s t r i b u t i o n s  e s t i m a t e d  by t h e  BEA 
may be  l e s s  r e l i a b l e  t h a n  a g g r e g a t e  o r  p e r - c a p i t a  income e s t i m a t e s .  

Problems a l s o  a f f e c t  t h e  u s e f u l n e s s  of t h e  annual  I n t e r n a l  Revenue 
S e r v i c e  (IRS) S t a t i s t i c s  o f  Income s e r i e s .  Th i s  s e r i e s  i s  based on a  
11300 sample of F e d e r a l  income ta r e t u r n s  f i l e d  by s i n g l e  pe r sons  and 
mar r i ed  c o u p l e s  i n  t h e  50 s t a t e s ,  t h e  D i s t r i c t  o f  Columbia, and P u e r t o  
Rico. Pe r sons  who made under '$600 of  y e a r l y  non-self-employment income 
(under  $1,200 i f  65 o r  o l d e r )  o r  under  $400 of self-employment income a r e  
n o t  r e q u i r e d  t o  f i l e ,  a l t h o u g h  many of them f i l e  t o  o b t a i n  t a x  r e b a t e s .  
The m a s t e r  f i l e  c o n t a i n s  a  l i m i t e d  amount of  i n f o r m a t i o n  on a l l  r e t u r n s .  

The IRS concep t  of a d j u s t e d  g r o s s  income (AGI), b e f o r e  d e d u c t i o n s  and 
exempt ions ,  d i f f e r s  i n  a  number of  ways from b o t h  t h e  BEA s e r i e s  and t h e  
Census 02 CPS. For  example,  t h e  A G I ,  , l i k e  t h e  CPS, e x c l u d e s  such income 
s o u r c e s  a s  wages in-kind.  Unl ike  t h e  CPS, however, t h e  A G I  e x c l u d e s  a  
l a r g e  p r o p o r t i o n  o f .  t r a n s f e r  i r i c m e ,  such a s  S o c i a l  S e c u r i t y  and p u b l i c  
a s s i s t a n c e ,  and i n c l u d e s  some c a p i t a l  g a i n s .  131 - 

Moreover,  f o r  d i r e c t  use  i n  pover ty  measurement,  t h e  IRS d a t a  s u f f e r  
from t h e  f a c t  t h a t  household and p e r s o n a l  r e l a t i o n s h i p  d a t a  a r e  n o t .  
o b t a i n e d  and o f t e n  canno t  be  i n f e r r e d  from t h e  i n f o r m a t i o n  r e p o r t e d  on 
t h e  t a x  forms. The inadequacy of such a  procedure  f o r  p o v e r t y  measure- 
ment purposes  i s  sugge'sted by t h e  f a c t  t h a t  mar r i ed  c o u p l e s  may f i l e  
j o i n t l y  o r  s e p a r a t e l y  and t h a t  c h i l d r e n  o r  r e l a t i v e s . w i l 1  be inc luded  a s  
dependen t s  o n  t h e  h e a d ' s  r e t u r n  o n l y  i n  c e r t a i n  s i t u a t i o n s .  Also ,  
pe r sons  whol ly  dependent  on p u b l i c  t f a n s f e r s  such a s  Ve te rans  payments, 
AFDC, o r  S o c i a l  S e c u r i t y  a r e  l i k e l y  t o  b e  poor ,  b u t  s i n c e  t h e i r  income i s  
t a x , e x e m p t  t h e y  a r e  n o t  inc luded  i n  t h e  IRS d a t a  base .  



F i n a l l y ,  s e v e r a l  a g e n c i e s  i n  HEW compile  p e r i o d i c  d a t a  from adminis-  
t r a t  i v e  r e c o r d s  f o r  p a r t i c u l a r  k inds  of income r e c e i v e d  by p a r t i c i p a n t s  
i n  t h e i r  r e s p e c t i v e  t r a n s f e r  programs. For example,  t h e  S o c i a l  S e c u r i t y  
A d m i n i s t r a t i o n  (ssA) p rov ides  q u a r t e r l y  d a t a  on e a r n i n g s  and i n d u s t r y  o f  
workers s u b j e c t  t o  s o c i a l  s e c u r i t y  p a y r o l l  t a x e s  up t o  t h e  t a x a b l e  l i m i t  
of $14,100.  Wages over  t h e  l i m i t  must then  be e s t i m a t e d .  Fur thermore ,  
no i n f o r m a t i o n  o n  o t h e r  income s o u r c e s  i s  con ta ined  i n  t h i s  s e r i e s ,  n o r  
a r e  t h e r e  d a t a  on household compos i t ion .  Moreover, t h e  SSA e a r n i n g s  
s e r i e s  e x c l u d e s  a l l  pe r sons  whose income c a n e s  from o t h e r  t h a n  employment 
s o u r c e s  and,  among employed workers ,  many F e d e r a l ,  s t a t e ,  and l o c a l  
government employees,  workers covered under  t h e  R a i l r o a d  Re t i r ement  Ac t ,  
and person wi th  i n s u f f i c i e n t  e a r n i n g s  (main ly  some self-employed p e r s o n s ,  
farm workers ,  and d o m e s t i c s ) .  - 141 

Other  program s t a t i s t i c s  have s i m i l a r  drawbacks.  The Na t iona l  C e n t e r  
f o r  S o c i a l  S t a t i s t i c s  (NCSS) p u b l i s h e s  monthly d a t a  by s t a t e  on t h e  number 
and amount of AFDC and General  A s s i s t a n c e  payments. The SSA p u b l i s h e s  simi- 
l a r  d a t a  on S o c i a l  S e c u r i t y  b e n e f i c i a r i e s  and on payments under t h e  new 
Supplemental  S e c u r i t y  Incane  program f o r  t h e  aged and d i s a b l e d ,  a l though  
t h e s e  d a t a  a r e  s imple  a g g r e g a t e s  of payments by s t a t e  and do n o t  p rov ide  
i n f o r m a t i o n  o n  household  r e l a t i o n s h i p s  o r  on fami ly  income c h a r a c t e r i s t i c s  
of r e c i p i e n t s .  

S i n c e  1967, NCSS h a s  conducted b i e n n i a l  su rveys  of AFDC c a s e  r e c o r d s ,  
o b t a i n i n g  s u b s t a n t i a l  i n f o r m a t i o n  on household s i z e  and compos i t ion ,  
f a m i l y  income, and many o t h e r  Census-type v a r i a b l e s .  The 1973 AFDC Survey 
c o n s i s t s  of about  32,000 r e c o r d s ,  r e p r e s e n t i n g  about  a 1 percen t  sample 
of  case-worker r e c o r d s  i n  t h e  50 s t a t e s ,  t h e  D i s t r i c t  of Columbia, P u e r t o  
Rico,  and t h e  V i r g i n  I s l a n d s .  151 Th i s  sample,  a long  wi th  supp lements ,  
p e r m i t s  r e l i a b l e  e s t i m a t e s  of w e l f a r e  income i n  a l l  b u t  t h e  s m a l l e s t  s t a t e s .  
The sample i s  based on c a s e  r e c o r d s  r a t h e r  t h a n  on p e r s o n a l  i n t e r v i e w s ;  t h e  
i n f o r m a t i o n  o n  o t h e r  t h a n  w e l f a r e  income, p a r t i c u l a r l y  on e a r n i n g s ,  may be  
l e s s  r e l i a b l e  than  s u r v e y  d a t a .  I n  some c a s e s  t h e  i n f o r m a t i o n  may r e f l e c t  
t h e  f i n a n c i a l  s t a t u s  of a  f ami ly  i n  one p a r t i c u l a r  month, f o r  example, when 
t h e  fami ly  f i r s t  a p p l i e d  f o r  w e l f a r e ,  and t h u s  no t  r e f l e c t  any subsequen t  
changes  i n  t h e  f a m i l y ' s  s i t u a t i o n .  

Unemployment Data  

Some have sugges ted  u s i n g  unemployment d a t a  a s  a  s o u r c e  of c u r r e n t  
d a t a  on pover ty  i n  smal l  a r e a s .  I n  s p i t e  of a  concep tua l  l i n k  between 
unemployment and p o v e r t y ,  t h e  two p o p u l a t i o n s  a r e  n o t  i d e n t i c a l .  

Data a t  t h e  n a t i o n a l  l e v e l  (from t h e  C u ~ r e n t  P o p u l a t i o n  su rvey)  
i n d i c a t e  a  l a c k  of  o v e r l a p  between t h e  unemployed and t h e  poor ,  a s  de f ined  
i n  o f f i c i a l  government s t a t i s t i c s .  Of 5 .1  m i l l i o n  poor family  h e a d s ,  o n l y  
450,000 ( a b o u t  9 p e r c e n t )  were unemployed a t  t h e  t ime of  t h e  survey i n  
March 1975, whi le  643,000 poor f ami ly  heads  (abou t  12.6  p e r c e n t )  exper ienced 



unemployment d u r i n g  t h e  p r e v i o u s  y e a r .  T h i s  i s  because  many poor  
a d u l t s  a r e  n o t  i n  t h e  l a b o r  f o r c e  and a r e  n o t  counted a s  unemployed. 

A view e q u a t i n g  pover ty  and unemployment may stem from t h e  1930s ,  
when t h e  unemployed were mos t ly  f a m i l y  b readwinners ,  and when more t h a n  
25 p e r c e n t ,  of t h e  l a b o r  f o r c e  was unemployed. .Undoubtedly ,  t h e r e  a r e  
i n s t a n c e s  t o d a y  of pover ty  r e s u l t i n g  from prolonged unemployment; f o r  
example,  D e t r o i t  h a s  been d e s c r i b e d  by some w r i t e r s  a s  r e m i n i s c e n t  of t h e  
.Great  Depress ion.  For t h e  v a s t  m a j o r i t y  of t h e  l a b o r  f o r c e ,  however, t h e  
s i t u a t i o n  i s  qu i t e .  d i f f e r e n t  t o d a y ,  even i n  a  c ' m p a r a t i v e l y  deep  r e c e s s i o n  
such  a s  t h a t  i n  1975. I 

There  a r e  s e v e r a l  r e a s o n s  why t h e  o f f i c i a l l y  d e f i n e d  pover ty  and 
unemployment p o p u l a t i o n s  do not  s i g n i f i c a n t l y  o v e r l a p ,  stemming f r m  a  
fundamental  d i f f e r e n c e  i n  purpose  f o r  measuring t h e s e  p o p u l a t i o n s .  
B a s i c a l l y ,  t h e  p o v e r t y  measure i s  used t o  i s o l a t e  t h o s e  who have inade-  
q u a t e  income f i r  t h e i r  needs ,  w h i l e  t h e  unemployment measure  i s  concerned 
wi th  t h o s e  who want t o  work b u t  canno t  f i n d  j o b s ;  t h e r e  i s  no r e f e r e n c e  
t o  economic need o r  h a r d s h i p ,  t h e  h e a r t  of t h e  pover ty  d e f i n i t i o n .  More 
s p e c i f i c a l l y  , t h e  measures  d i f f e r  f o r  t h e  fo l lowing  r e a s o n s  : ( 1 )  p e r i o d s  
o f  unemployment a r e  cushioned by unemployment i n s u r a n c e  and o t h e r  s ' p c i a l  
programs and e a r n i n g s  of o t h e r  f a m i l y  members; ( 2 )  p e r i o d s  of  unemployment 
a r e  u s u a l l y  t o o  s h o r t  t o  c a u s e  a  f a m i l y ' s  income t o  f a l l  below t h e  pover ty  
l i n e ;  ( 3 )  pover ty  i s  coun ted  on a n  annual  b a s i s ,  whi le  unemploynent 
depends upon a c t i v i t y  i n  a  g iven 'week  of  t h e  month; ( 4 )  pover ty  d a t a  
r e l a t e  t o  t h e  economic s i t u a t i o n  of  e n t i r e  f a m i l i e s  (and u n r e l a t e d  i n d i -  
v i d u a l s )  whi le  unemployment d a t a  r e l a t e  t o  t h e  employment s t a t u s  of 
i n d i v i d u a l s ,  r e g a r d l e s s  of t h e i r  f a m i l y  s i t u a t i o n ;  and ( 5 )  unemployment 
d a t a  e x c l u d e s  many of t h e  poor who a r e  n o t  a b l e  t o  work, s i n c e  t h o s e  n o t  
i n  t h e  l a b o r  f o r c e  a r e  excluded.  These r e a s o n s  a r e  d i s c u s s e d  more f u l l y  
below. 

F i r s t ,  many unemployed r e c e i v e  Unemployment Compensation. Under t h i s  
program t h e y  may r e c e i v e  up t o  4 0  p e r c e n t  o f  g r o s s  e a r n i n g s ,  a l though  
t h e r e  i s  c o n s i d e r a b l e  v a r i a t i o n  by s t a t e .  I n  1974 and 1975, unemployment 
i n s u r a n c e  programs covered  more t h a n  two- th i rds  of  a l l  j o b l e s s  workers .  
Moreover, some unemployed workers  i n  s e l e c t e d  l a b o r  unions  a r e  a l s o  
e n t i t l e d  t o  Supplemental  Unemployment B e n e f i t s .  For example, i t  was 
r e p o r t e d  t h a t  d u r i n g  t h e  f i r s t  s e v e r a l  months of l a y o f f s ,  a u t o  workers 
were r e c e i v i n g  95 p e r c e n t  of t h e i r '  p r e v i o u s  take-home pay through a  
c a n b i n a t i o n  of Unemployment Compensation and Supplemental  Unemployment 
B e n e f i t s .  

BLS s t u d i e s  a l s o  show t h a t  n e a r l y  a  t h i r d  of t h e  unemployed i n  
f a m i l i e s  had a n o t h e r  f a m i l y  member i n  t h e  l a b o r  f o r c e  working f u l l  t ime  
( u s m l l y  a  working w i f e )  . These  women and,  o c c a s i o n a l l y  , c h i l d r e n  
u s u a l l y  account  f o r  no more t h a n  a  f o u r t h  of f ami ly  income when b o t h  
husband and w i f e  a r e  working. When added t o  Unemployment Compensation,  
however, t h e s e  e a r n i n g s  h e l p  keep a  f ami ly  from f a l l i n g  below t h e  pover ty  
l i n e .  



Second, t h e  unemployed tend t o  e x p e r i e n c e  s h o r t  terms of unemploy- 
ment; t h e  average l e n g t h  of  a  s i n g l e  s p e l l  of unemployment h a s  been f i v e  
t o  seven weeks. For t h e  fami ly  t o  f a l l  below t h e  pover ty  l i n e ,  a  f ami ly  
head would have t o  be unemployed f o r  a  v e r y  long  pe r iod  of t ime t o  exhaus t  
a l l  p o s s i b l e  b e n e f i t s  and have no o t h e r  f ami ly  e a r n e r s .  T h i s  r a r e l y  o c c u r s ,  
a s  i s  sugges ted  by t h e  f a c t  t h a t  t h e  1974 median family  income f o r  2.8 
m i l l i o n  unemployed fami ly  heads  i n  March 1975 was $10,200.  T h i s  was $4,600 
l e s s  than  t h a t  of  employed workers  bu t  $3,500 more t h a n  t h a t  of pe r sons  
n o t  i n  t h e  l a b o r  f o r c e .  The pover ty  l i n e  f o r  a  four-person fami ly  averaged 
about  $5,038 i n  1954. 

1 
A t h i r d  r e a s o n  f o r  t h e  l i m i t e d  o v e r l a p  of t h e  pover ty  and unemploy- 

ment popu la t ions  i s  t h a t  pover ty  i s  counted on an annual  b a s i s ,  whi le  
unemployment depends o n  s t a t u s  d u r i n g  a  f i x e d  one-week r e f e r e n c e  p e r i o d .  
A f ami ly  would consequen t ly  have t o  be both  unemployed and poor f o r  an 
e n t i r e  y e a r  t o  be coun ted .  For  r e a s o n s  d i s c u s s e d  above,  i t  i s  d o u b t f u l  
t h a t  many f a m i l i e s  wi th  working members would d e p l e t e  t h e i r  r e s o u r c e s  t o  
t h e  e x t e n t  t h a t  t h e  f a m i l y ' s  income would f a l l  below t h e  compara t ive ly  
low t h r e s h o l d  of t h e  o f f i c i a l  pover ty  l i n e .  

Four th ,  s i n c e  unemployment d a t a  a r e  f o r  i n d i v i d u a l s  o n l y ,  they  
i n c l u d e  many secondary e a r n e r s  i n  non-poor f a m i l i e s .  For example, anyone 
16 y e a r s  of age and o v e r  who i s  n o t  d i s a b l e d  can be  counted a s  unemployed, 
even i f  t h e  fami ly  head and o t h e r  f ami ly  members a r e  working.  A s p e c i a l  
s t u d y  i n  March 1975 showed t h a t  n e a r l y  t h r e e  f o u r t h s  of t h e  unemployed 
were i n  f a m i l i e s  where t h e  head had a  f u l l - t i m e  job.  Another source  
r e v e a l e d  t h a t ,  i n  t h e  second q u a r t e r  of 1975 when t h e  unemployment r a t e  
was c l o s e  t o  9  p e r c e n t ,  5 m i l l i o n  of t h e  8  m i l l i o n  unemployed were n o t  
household  heads ,  b u t  r a t h e r  wives ,  grown c h i l d r e n ,  o r  o t h e r  immediate 
r e l a t i v e s  of t h e  fami ly  head.  On t h e  o t h e r  hand,  pover ty  s t a t u s  i s  
determined by f a m i l y  s i z e  a s  w e l l  a s  income. A f a m i l y  head may be  
employed and s t i l l  be poor i f  h i s  e a r n i n g s  a r e  low and fami ly  s i z e  i s  . 
l a r g e .  

F i f t h ,  unemployment i s  d e f i n e d  i n  a  way t o  exc lude  pe r sons  most 
l i k e l y  t o  be i n  t h e  pover ty  p o p u l a t i o n .  The Department o f  Labor c l a s s i -  
f i e s  anyone a s  unemployed i f  h e  o r  she had no work i n  t h e  week of t h e  
i n t e r v i e w ,  sought .  f u l l - t i m e  o r  pa r t - t ime  work i n  t h e  four  weeks b e f o r e  
t h e  i n t e r v i e w ,  o r  was t e m p o r a r i l y  l a i d  o f f  from work d u r i n g  t h a t  t ime and 
was a v a i l a b l e  f o r  work d u r i n g  t h e  week of t h e  i n t e r v i e w .  Those working 
a-re ,  of  c o u r s e ,  c l a s s i f i e d  a s  employed. Those n o t  working and n o t  looking 
f o r  work, however, a r e  c l a s s i f i e d  a s  "not i n  t h e  l a b o r  f o r c e . "  Th i s  l a s t  
c l a s s i f i c a t i o n  i n c l u d e s  t h e  very  p o p u l a t i o n  d i s p r o p o r t i o n a t e l y  r e p r e s e n t e d  
i n  t h e  pover ty  s t a t i s t i c s :  t h e  aged,  female heads  of f a m i l i e s ,  and t h e  
d i s a b l e d .  Although i n c r e a s i n g  S o c i a l  S e c u r i t y  payments and,  t o  a  l e s s e r  
e x t e n t ,  AFDC have been r e s p o n s i b l e  i n  r e c e n t  y e a r s  f o r  pushing some 
persons  w i t h  t h e s e  c h a r a c t e r i s t i c s  above t h e  pover ty  l i n e ,  t h e  aged and 
female-headed f a m i l i e s  a r e  s t i l l  d i s p r o p o r t i o n a t e l y  inc luded  among t h e  
o f f i c i a l l y  poor .  T h i s  Labor ~ e ' ~ a r t m e n t  c l a s s i f i c a t i o n  a l s o  exc ludes  t h e  



unemployed who have g i v e n  up look ing  f o r  work and dropped ou t  of t h e  l a b o r  
f o r c e  -- a  group d i s p r o p o r t i o n a t e l y  composed of  b l a c k s  and women. 

The J o b  Market and Waee Ra tes  

The u n r e l i a b i l i t y  of  unemployment d a t a  a s  an  i n d i c a t o r  of pover ty  a l s o  
a p p l i e s  t o  s o u r c e s  of i n f o r m a t i o n  r e l a t i n g  t o  t h e  l a b o r  m a r k e t ,  s o u r c e s  
of  job a v a i l a b i l i t y ,  and p r e v a i l i n g  wage r a t e s .  

Labor market  i n f o r m a t i o n  i s  not  p i n p o i n t e d  t o  the, needs  o f .  unemployed 
poor  f ami ly  heads  o r  f ami ly  members; i t  u s u a l l y  p r o v i d e s  g e n e r a l  i n f o r m a t i o n  
on job a v a i l a b i l i t y  and does  not  s p e c i f y  t h e  g e n e r a l l y  u n s k i l l e d  jobs  f o r  
which t h e  poor  pe r son  i s  q u a l i f i e d .  The na t ionwide  system of s t a t e  p u b l i c  
employment s e r v i c e s  o f f i c e s  h a s  a  system of computer ized job banks. Many 
of  t h e  l i s t e d  jobs  c a l l  f o r  s k i l l s  t h a t  . t h e  poor pe r son  does  no t  possess .  
Some of t h e  u n s k i l l e d  jobs  may be u n f i l l e d  because  t h e y  o f f e r  u n s a t i s f a c t o r y  
wages, working c o n d i t i o n s ,  and f r i n g e  b e n e f i t s .  

P r e v a i l i n g  wage s u r v e y s  o b t a i n  - in fo rmat  i o n  on average h o u r l y  o r  weekly 
e a r n i n g s  f o r  o n l y  a  l i m i t e d  number of s p e c i f i c .  w h i t e - c o l l a r  o r  b l u e - c o l l a r  
o c c u p a t i o n s  i n  82 a r e a s  of  t h e  c o u n t r y .  These e a r n i n g s  a r e  o b t a i n e d  f o r  
f u l l - t i m e  weekly workers ,  exc lude  premium pay,  and a r e  no t  o b t a i n e d  f o r  a l l  
i n d u s t r i e s .  The major aim of t h e  a r e a  wage su rvey  program i s  t o  d e s c r i b e  ' 

t h e  l e v e l  and movement of wages i n  t h e  l a b o r  market .  R e l a t i v e l y  low weekly 
o r  h o u r l y  e a r n i n g s  f o r  a  p a r t i c u l a r  i n d i v i d u a l  do no t  n e c e s s a r i l y .  i n d i c a t e  
t h a t ,  on an annual b a s i s ,  f a m i l y  income i s  around o r  below t h e  pover ty  l e v e l .  

The p reced ing  d i s c u s s i o n  e s t a b l i s h e s  t h a t  t h e r e  a r e  no c u r r e n t l y  a v a i l -  
a b l e  s u b s t i t u t e s  f o r  t h e  income d a t a  i n  t h e  CPS f o r  n a t i o n a l  o r  r e g i o n a l  
e s t i m a t e s  of pover ty  o r  f o r  t h e  Decennia l  Census f o r  e s t i m a t e s  a t  t h e  l e v e l  
o f  s t a t e s  o r  s m a l l e r  a r e a s .  The s t u d y  mandated by s e c t i o n  822b of P.L. 
93-380 w i l l  d i s c u s s  some o t h e r  s t a t i s t i c a l  p rocedures  which have r e c e n t l y  
been formulated t o  deve lop  c u r r e n t  s t a t e  e s t i m a t e s  of  t h e  number of f a m i l i e s  
and c h i l d r e n  i n  pover ty .  These p rocedures  r e s u l t ,  however, i n  f i g u r e s  
r e p r e s e n t i n g  t o t a l  c o u n t s  and l a c k i n g  d e t a i l e d  c h a r a c t e r i s t i c s .  A number 
of t h e  d a t a  s o u r c e s  d e s c r i b e d  c a n  be  used t o  c o r r e c t  t h e  s u b s t a n t i a l  
u n d e r r e p o r t  ing o c c u r r i n g  i n  t h e  Census and t h e  CPS. 

C o r r e c t i n e  Cash Income 

The v a r i o u s  a d m i n i s t r a t i v e  income s e r i e s  have more complete  r e p o r t i n g  
by income t y p e s  than  do o t h e r  su rveys .  For example,  covered employers a r e  
o b l i g e d  by law t o  r e p o r t  p a y r o l l  t a x  i n f o r m a t i o n  on e a r n i n g s  of  employers 
t o  S o c i a l  S e c u r i t y ,  ' and t h e  law i s  ,backed by  s t i f f  p e n a l t i e s .  I n  c o n t r a s t ,  
p e n a l t i e s  f o r  f a i l u r e  t o  c o o p e r a t e  w i t h  t h e  Census o r  CPS enumera t ion  a r e  
s l i g h t  and r a r e l y  imposed. 

Tab le  5 p r o v i d e s  c a n p a r a t i v e  d a t a  f o r  p e r s o n a l  income by type  
from t h e  1970 Census 20 pe rcen t  sample ,  t h e  March 1970 CPS, t h e  1969 IRS 
S t a t i s t i c s  of  Income, t h e  1969 SSA e a r n i n g s  s e r i e s ,  t h e  1969 BEA p e r s o n a l  



Table  5. compara t ive  Data  on Persona l  Income b y  Source ,  
S e l e c t e d  Major Government S t a t i s t i c a l  S e r i e s  U .  S:; 1969 

Income Source 

Wages and Sa la ry  

Self-employment: 
Nonfarm 
Farm 
(Subto ta l  
Self-employment) 

Other income: 
S o c i a l  Secur i ty  
Property (dividends,  

i n t e r e s t ,  n e t  
r e n t a l )  

Pub l ic  a s s i s t a n c e  
Publ ic  pensions,  unem- 

ployment insurance,  
ve te rans '  payments 

A l l  o t h e r  
(Sub to ta l  
Other income) 

1970 Census 
20% 5 

b i l .  $ 
(1)  

March 1970 C P S ~  
1 r a t i o  t o  

1969 IRS 
S t a t i s t i c s  
2f IncomeC 

b i l .  $ 
(5) 

$ 498.9 

44.1 
3.6 

(47.4) 

N.A.  

38.0 
N . A .  

N.A. 
18.4 

(56.4) 

$ 603.0 

1969 SSA 

Earninis Ser ies  

b i l .  $ 
(6) 

$ 455.68 

48.5 

N.A. 

N.A.  
N . A .  

N .  A. 
N.A. 

( - )  

j 504.1 

1969 BEA 
Personal 
Incomee 
b i l .  $ 

(7) 

$ 509.0 

50.5 
16.4 

(66.9) 

33.0 

106.4 * 

1 0 . 4 ~  
49.2 

(199.0) 

CPS Com- 
parab le  

~ e n c h m a r k ~  
b i l .  $ 

(8) 

$ 490.0 

48.9 
12 .9  

(61.8) 

27.5 

64.9 
6.9 

16.0 
10.3 

(125.6) 

Note: N.A. (not  a v a i l a b l e )  means d a t a  f o r  t h i s  income source not  c o l l e c t e d  i n  t h i s  s e r i e s .  

Means d a t a  f o r  t h i s  income source no t  shown s e p a r a t e l y  i n  t h i s  s e r i e s  but  lumped with a l l  
o t h e r  income. 

U.S. Bureau of t h e  Census, Census of  Populat ion:  1970, V o l . . l ,  Chap. D ,  Detai led 
C h a r a c t e r i s t i c s ,  p t .  1, U.S. Summary, Table 257. 

UYS. Bureau of  t h e  Census, "Income i n  1969 of Famil ies  and Persons i n  t h e  United S t a t e s , "  
Current Populat ion Reports ,  S e r i e s  P-60, No. 75 (December 1970), Table 61. 

I n t e r n a l  Revenue Serv ice ,  S t a t i s t i c s  of Income--1969, Ind iv idua l  Income Tax Returns 
( l 9 7 l ) ,  Table 1.3.  

U.S. Department of Heal th,  Education, and Welfare, Soc ia l  Secur i ty  Administrat ion,  
Soc ia l  Secur i ty  B u l l e t i n ,  Annual S t a t i s t i c a l  Supplement (1969), Table 34. 

U.S. Department of Commerce, Bureau of Economic Analysis ,  Survey of Current  Business ,  
Vol. 50, No. 7 ( Ju ly  1970),  Table 2.1. 

Estimated benchmarks using t h e  same d e f i n i t i o n s  a s  i n  t h e  CPS, c a l c u l a t e d  from 1969 
BEA d a t a  f o r  ea rn ings  and p roper ty  income and from 1969 HEW d a t a  f o r  t r a n s f e r s .  SOURCE: 
Memo from Mitsui  Ono t o  Roger H e r r i o t ,  U.S. Bureau of  t h e  Census (Washington, D.C., J u l y  6 ,  
1970). Note: Because t h e  benchmarks a r e  comparable t o  the  CPS, which excludes most persons 
i n  group q u a r t e r s ,  one would expect  t h e  census income r a t i o s  i n  column 2 t o  be h igher  than 
the  CPS r a t i o s  i n  column 3. 

. P 
Includes est imated wages and s a l a r y  income above t h e  t axab le  l i m i t .  

Includes unemployment insurance and ve te rans '  payments only.  Pub l ic  pension income is 
included with a l l  o t h e r  income. 

Rat io is c a l c u l a t e d  t o  t h e  t o t a l  of p roper ty ,  pub l ic  pension, and a l l  o t h e r  income i n  
c o l m  8 ($91.2 b i l l i o n ) .  



income e s t i m a t e s ,  and benchmarks from t h e  BEA and HEW programs which use  
d e f i n i t i o n s  comparable t o  t h o s e  i n  t h e  CPS. Compared t o  t h e  benchmark., 
Census  and CPS c l e a r l y  o b t a i n  v e r y  a c c e p t a b l e  r e p o r t i n g  of wage and s a l a r y  
income and r e a s o n a b l y  good r e p o r t i n g  of  self-employment income, a l though  
o t h e r  i t e m s  a r e  s u b s t a n t i a l l y  u n d e r r e p o r t e d .  Thus ,  Census o b t a i n s  o n l y  
67 p e r c e n t  of p u b l i c  a s s i s t a n c e  income, and t h e  CPS o b t a i n s  o n l y  73 p e r c e n t .  
Only 42 p e r c e n t  of p r o p e r t y  income ( d i v i d e n d s ,  i n t e r e s t ,  n e t  r e n t a l )  i s  
o b t a i n e d  from t h e  CPS. 

P r o c e d u r e s  developed f o r  c o r r e c t i n g  income r e p o r t e d  i n  t h e  CPS on an 
a g g r e g a t e  b a s i s  cou ld  be  a p p l i e d  t o  t h e  Census a s  w e l l ,  based on comparison 
w i t h  a d m i n i s t r a t i v e  s o u r c e s  such a s  t h e  IRS and SSA s e r i e s .  The Treasury  
Department and HEW a r e  a l s o  a t t e m p t i n g  t o  d e r i v e  an a l t e r n a t i v e  methodo,logy 
f o r  improving CPS income d a t a  which c o r r e c t  income a t  t h e  i n d i v i d u a l  o r  
micro  l e v e l .  161 Th i s  mic ro  methodology s t i l l  does  no t  produce r e l i a b l e  
i n t e r c e n s a l  p G e r t y  e s t  h a t e s  f o r  s t a t e s  o r  s m a l l e r  a r e a s .  

Adding Other  Sources  o f  Income 

' 

. A s  s t a t e d  b e f o r e ,  t h e  Census (and CPS) concep t  of income i s  l i m i t e d  
t o  r e g u l a r  c a s h  r e c e i p t s .  The concep t  exc ludes  in-kind b e n e f i t s '  such  
a s  food stamps,  e x c l u d e s  non- regu la r  s o u r c e s ' o f  income such a s  p r i z e  
money, and exc ludes  any income v a l u e  t h a t  might be a t t r i b u t e d  t o  non- 
f i n a n c i a l  a s s e t s  such a s  homes. On t h e  o t h e r  hand,  i t  i n c l u d e s  Federa l  
and s t a t e  p e r s o n a l  income and S o c i a l  ~ e c u r i G  p a y r o l l  t a x e s .  

I f  t h e  v a l u a t i o n  i s s u e s  r a i s e d  i n  Chap te r  I1 c a n  be  r e s o l v e d ,  
i t  i s  s t i l l  n e c e s s a r y  t o  de te rmine  whether d a t a  a r e  c u r r e n t l y  a v a i l a b l e  
t o  pe rmi t  expanding t h e  concept  of income beyond r e g u l a r  c a s h  r e c e i p t s .  
Although i t  i s  d o u b t f u l  t h a t  such d a t a  a r e  c u r r e n t l y  a v a i l a b l e ,  t h e y  might 
b e  i n  t h e  f u t u r e .  The fo l lowing  d i s c u s s i o n  c o n s i d e r s  ways i n  which in- 
kind income and t h e  v a l u e  of  a s s e t s  p r e s e n t  d i f f i c u l t  problems i n  d a t a  
c o l l e c t i o n .  Obta in ing  i n f o r m a t i o n  on lump-sum income t o  add t o  g r o s s  
income and on t a x e s  t o  s u b t r a c t  from g r o s s  income i s  r e l a t i v e l y  s t r a i g h t -  
fo rward ,  a l t h o u g h  n o t  devoid of problems. 

In-Kind Income 

Food stamps a r e  of p a r t i c u l a r  i n t e r e s t  among t h e  v a r i o u s  t y p e s  of 
in-kind income. Beginning i n  1972,  t h e  CPS inc luded  a  supplement on b 

r e c e i p t  of food, stamps and o t h e r  t r a n s f e r  b e n e f i t s  d u r i n g  t h e  preceding 
month and t h e  p reced ing  yea r .  The August 1974 CPS supplement e s t i m a t e d  
t h a t  3 ,489 ,000  househol-ds i n c l u d i n g  11,680,000 pe r sons  r e c e i v e d  food stamps 
i n  J u l y  1974. The most r e c e n t  food stamp supplement was admin i s t e red  i n  
December 1975. The d a t a  have s e v e r a l  drawbacks,  t h e  most impor tan t  of 
which i s  t h a t  t h e y  u n d e r e s t i m a t e  t h e  number of r e c i p i e n t s .  Compared t o  
USDA monthly  f i g u r e s ,  t h e  1974 CPS supplement  e s t i m a t e d  o n l y  80 p e r c e n t  of 
t h e  t o t a l  number of  r e c i p i e n t s .  Moreover, t h e  food stamp supp lements ,  l i k e  
t h e  March, CPS, p rov ide  r e l a t i v e l y  u n r e l i a b l e  e s t i m a t e s  a t  o r  below t h e  
s t a t e  l e v e l ,  s i n c e  t h e y  a r e  based on a  f a i r l y  smal l  sample s i z e .  



Data  from t h e  Pane l  Study of Income Dynamics ( o t h e r w i s e  known a s  t h e  
Michigan L o n g i t u d i n a l  s u r v e y )  on food stamp r e c i p i e n t s  by yea r  from 1968- 
1974 appear  t o  b e  somewhat c l o s e r  t o  USDA c o u n t s  t h a n  t h e  CPS supplements .  
The Pane l  Study i s  a  c o n t i n u i n g  l o n g i t u d i n a l  su rvey  of  about 5 ,000 f a m i l i e s  
t h a t  began i n  1968 and h a s  been r e p e a t e d  each y e a r  s i n c e  then .  O r i g i n a l l y  
sponsored by t h e  O f f i c e  of  Economic Oppor tun i ty ,  i t  i s  now sponsored by 
HEW, and i s  a c t u a l l y  conducted by t h e  Survey Research Cen te r  of t h e  Uni- 
v e r s i t y  of Michigan. The Pane l  Study i n c l u d e s  d a t a  on s e v e r a l  o t h e r  
s o u r c e s  of in-kind income such a s  t h e  v a l u e  of food produced a t  home, 
f r e e  c l o t h i n g  o r  food and f r e e  medica l  c a r e  through Medicaid o r  o t h e r  
s o u r c e s .  C e r t a i n  u s e s  of t h e  d a t a  a r e  d i f f i c u l t ,  however,  because  of t h e  
sample s i z e  of around 5,000 f a m i l i e s .  Almost h a l f  of t h e  sample compr i ses  
f a m i l i e s  w i t h  incomes below t h e  1966 pover ty  l e v e l .  It o v e r r e p r e s e n t s  t h e  
low-income p o p u l a t i o n  by about f i v e  t o  two, bu t  s t i l l  produces o n l y  a 
1 /8 ,000  sample of t h i s  universe ' ,  w h i l e  p rov id ing  a  1 /12 ,000  sample of t h e  
remainder  of t h e  popu la t ion .  Over ' t i m e ,  t h e  l a c k  of r e p r e s e n t a t i v e n e s s  
becanes  more and more l i m i t i n g .  

In  November 1973 t h e  Department of A g r i c u l t u r e  canmissioned a  s p e c i a l  
s u r v e y  of about 7,200 households  c e r t i f i e d  a s  e l i g i b l e  t o  p a r t i c i p a t e  i n  
e i t h e r  t h e  food stamp o r  food canmodity d i s t r i b u t i o n  program. The s u r v e y ,  
c a r r i e d  o u t  i n  e a r l y  1974 by t h e  C h i l t o n  Research S e r v i c e ;  inc luded  
i n f o r m a t i o n  o n  o t h e r  in-kind b e n e f i t s  such a s  s u b s i d i z e d  h o u s i n g ,  s p e c i a l  
food programs f o r  school  c h i l d r e n  and pregnant  women, and Medicare and 
Medicaid b e n e f i t s .  The survey s i z e  was i n i t i a l l y  s m a l l ,  r e p r e s e n t i n g  
about 11700 of t h e  combined program u n i v e r s e ,  and s u f f e r e d  from c o n s i d e r  a b l e  
nonresponse  ( t h e  a g g r e g a t e  r esponse  r a t e  was 63 p e r c e n t ) .   oreo over, t h e r e  
a r e  i n d i c a t i o n s  t h a t  many r e s p o n d e n t s  were unaware of s e v e r a l  programs i n  
which t h e y  p a r t i c i p a t e d ,  e .g . ,  s p e c i a l  schoo l  m i l k  programs f o r  t h e i r  
c h i l d r e n .  Thus,  t h e '  e x t e n t  of in-kind b e n e f i t s  may aga in  have been under- 
e s t i m a t e d .  171 - 

Consumption o r  e x p e n d i t u r e  su rveys  such a s  t h e  1960-61 and 1972-73 
CES have c o l l e c t e d  some d a t a  on in-kinc! income on a  one-time b a s i s  -- t h e  
most canmonly c o l l e c t e d  d a t a  be ing  t h e  e s t i m a t e d  v a l u e  of  food produced 
a t  home and food stamp b e n e f i t s .  The BEA p e r s o n a l  income s e r i e s  a l s o  
i n c l u d e s  s e v e r a l  s o u r c e s  of in-kind income, i n c l u d i n g  such p r i v a t e  s o u r c e s  
a s  wages in-kind and t h e  v a l u e  of bank s e r v i c e s ,  a s  we l l  a s  some p u b l i c  
s o u r c e s .  , A l l  t h e s e  d a t a  s o u r c e s  s u f f e r  from such problems a s  smal l  sample 
s i z e  f o r  s u b n a t i o n a l  e s t i m a t e s  and l a c k  of p e r i o d i c i t y  i n  t h e  c a s e  o f  
t h e  e x p e n d i t u r e  su rveys .  

I n  g e n e r a l ,  e x c e p t  f o r  food s tamps,  v e r y  l i t t l e  d a t a  have been co l -  
l e c t e d  on in-kind s o u r c e s  of income. Moreover, t h e  d a t a  which have been 
c o l l e c t e d  r e f l e c t .  c o n s i d e r a b l e  u n d e r r e p o r t i n g  , have been o b t a i n e d  i n  an 
i n c o n s i s t e n t  f a s h i o n ,  and i n d i c a t e  r e s p o n d e n t .  c o n f u s i o n  about a c t u a l  r e c e i p t .  
o f  in-kind incane .  T h i s  s u g g e s t s  t h a t  c a n p a r i s o n s  among t h e  d i f f e r e n t  
s u r v e y s  w i l l  be  compl ica ted  and t h a t  c o r r e c t i o n  of  t h e  su rvey  d a t a  would 
r e q u i r e  canb in ing  them w i t h  d a t a  o b t a i n e d  from a d m i n i s t r a t i v e  r e c o r d s .  The 
Survey o f  Income and Educat ion -- mandated by S e c t i o n  822a of  P.L. 93-380 -- 



w i l l  p rov ide  i n f o r m a t i o n  on r e c e i p t  df food s tamps,  Medicare ,  Med 
and p u b l i c  hous ing ,  a l though  r e p o r t i n g  problems w i l l  a r i s e  a g a i n .  

Value of  A s s e t s  

i c a i d  , 

Attempt ing t o  add a  v a l u e  f o r  a s s e t s  t o  income, p a r t i c u l a r l y  f o r  
non-cash a s s e t s  such a s  p r o p e r t y ,  p r e s e n t s  a  formidable  proble4. Even 
i f  a l l  of t h e  k n o t t y  judgmental  i s s u e s  such a s  t h e  a p p r o p r i a t e  t ime p e r i o d  
over  which t o  amor t i ze  a s s e t s  cou ld  be r e s o l v e d ,  ' t h e r e  would s t i l l  be 
problems i n  o b t a i n i n g  r e l i a b l e  d a t a  about a s s e t s .  

The 1970 Decennia l  Census c o n t a i n s  d a t a  on t h e  c u r r e n t  market  v a l u e  
of owner-occupied homes and on t h e  p r e s e n c e  of d u r a b l e  goods such a s  
au tomobi les ,  household a p p l i a n c e s ,  and TVs, a s  we l l  a s  on household owner- 
s h i p  of a  second ( v a c a t i o n )  home. No , d a t a  were c o l l e c t e d  on f i n a n c i a l  
a s s e t s  such a s  bank a c c o u n t s ,  s t o c k s ,  o r  bonds ,  and t h e  o n l y  a s s e t  i n  
t h e  Census f o r  e i c h  a  d o l l a r  f i g u r e  i s  determined i s  a n  owner-occupied 
home. Even h e r e ,  t h e  d a t a  a r e  no t  comple te ,  because  t h e  o n l y  homeowners 
asked ' t o  r e p o r t  a  v a l u e  a r e  t h o s e  l i v i n g  i n  a  s i n g l e - f a m i l y  house  which 
i s  no t  on a  farm and which i s  n o t . u s e d  f o r  a  b u s i n e s s  o r  p r o f e s s i o n .  
Obvious ly ,  t h i s  e x c l u d e s  owners of a p a r t m e n t s ,  mobi le  homes, e t c .  More- 
o v e r ,  t h e  v a l u e  r e p o r t e d  may no t  be e n t i r e l y  r e a l i s t i c ,  s i n c e  i t  i s  t h e  
r e s p o n d e n t ' s  own e s t i m a t e  of t h e  b u r r e n t  worth  of h i s  home. 

i 

The CPS does  not  c o l l e c t  any a s s e t  d a t a ,  but  s i n c e  1973 t h e  Annual 
~ o u s i n g  Survey h a s  i n c l u d e d  q u e s t i o n s  s i m i l a r  t o  t h o s e  i n  t h e  1970 
Census on home v a l u e ,  p resence  of au tomobi les  and household a p p l i a n c e s ,  
and ownership  of a  second home. For  example,  t h e  AHS (beg inn ing  w i t h  
t h e  1974, s u r v e y )  r e p r e s e n t s  1 /1 ,000  of urban households  and 11500 o f  
r u r a l  househo lds ,  w h i l e  t h e  CPS r e p r e s e n t s  o n l y  about 1 /1 ,300  of t h e  
popu la t ion .  Asset  d a t a  i n  t h e  AHS s u f f e r  from t h e  same l i m i t a t i o n s  
a s  t h o s e  i n  t h e  Census ,  however,  s i n c e  t h e  u n i v e r s e  i s  r e s t r i c t e d  f o r  
t h e  home v a l u e  q u e s t i o n  and d o l l a r  v a l u e s  a r e  absen t  f o r  t h e  o t h e r  i t ems .  

The 1972-73 Consumer E x p e n d i t u r e  Survey and t h e  1973 Farm Family 
L iv ing  Expend i tu re  Survey bo th  o b t a i n e d  e x t e n s i v e  d a t a  on p r o p e r t y  h o l d i n g s  
( i n c l u d i n g  purchase  p r i c e  a s  w e l l  a s  c u r r e n t  market  va lue  of  t h e  f a m i l y ' s  
home, o t h e r  r e a l  p r o p e r t y ,  and p r o p e r t y  improvements) and on d u r a b l e  goods 
and v e h i c l e s  ( i n c l u d i n g  an i n v e n t o r y  of  i t e m s  a l r e a d y  owned p l u s  t h o s e  
purchased d u r i n g  t h e  s u r v e y  y e a r ) .  N e i t h e r  of t h e s e  s u r v e y s  i s  conducted 
v e r y  o f t e n  ( t h e  l a t e s t  CES was i n  1960-61 and t h e  l a t e s t  Farm Family 
Survey was i n  l 9 5 5 ) ,  and bo th  have smal l  sample s i z e s .  Moreover, t h e  
Farm Family L iv ing  Expend i tu re  S tudy  p r o v i d e s  meager i n f o r m a t i o n  on f inan-  
c i a l  a s s e t s .  In fo rmat ion  on such a s s e t s  i s  r e q u e s t e d  i n  d e t a i l  i n  t h e  . 

CES, b u t  s i n c e  r e s p o n s e s  t o  such q u e s t i o n s  a r e  f r e q u e n t l y  u n r e l i a b l e ,  
t h e  u s e f u l n e s s  of  t h e  CES a s s e t  d a t a  remains  t o  be a s s e s s e d .  

The 1966-67 Survey o f  Economic Oppor tun i ty  .(SEO) a l s o  a t t empted  
t o  o b t a i n  complete  a s s e t s  i n f o r m a t i o n .  The.SEO, i n  which approx imate ly  
30,000 househo lds  were in te rv iewed  i n  1966 and a g a i n  i n  1967,  was des igned 



t o  supplement i n f o r m a t i o n  r e g u l a r l y  c o l l e c t e d  i n  t h e  CPS March Income 
Supplement r e l a t i n g  t o  economic wel l -being.  Thus, t h e  SEO inc luded  d a t a  
on dimensions  of economic s t a t u s  such a s  hous ing ,  a s s e t s ,  and l i a b i l i t i e s  
t h a t  were not  u s u a l l y  o b t a i n e d  between censuses .  The survey a t t empted  
t o  o v e r r e p r e s e n t  low-'income f a m i l i e s .  Th i s  was done by s e l e c t i n g  about 
12,000 c a s e s  i n  nonwhite a r e a s  assumed t o  be h e a v i l y  low-income and by 
s e l e c t i n g  t h e  remaining c a s e s  t o  r e p r e s e n t  t h e  e n t i r e  p o p u l a t i o n .  The 
r e s u l t i n g  sample r e p r e s e n t e d  about 1/ 500 of t h e  nonwhite u n i v e r s e  and 
1/3 ,500 of t h e  whi te  u n i v e r s e .  181 

The l i s t  of a s s e t s  covered i n  t h e  SEO i s  u n u s u a l l y  complete:  market  
v a l u e  of t h e  home, o t h e r  r e a l  e s t a t e ,  own b u s i n e s s  o r  farm; money i n  banks;  
c u r r e n t  v a l u e  of government bonds; c u r r e n t  v a l u e  of s t o c k s ,  bonds,  o r  o t h e r  
p r i v a t e  i n d u s t r y  inves tments ;  p e r s o n a l  loans  t o  o t h e r s ,  i n c l u d i n g  mortgages 
and v e r y  smal l  l o a n s ;  number of c a r s  and t r u c k s  and t h e i r  v a l u e ;  and v a l u e  
of a l l  o t h e r  a s s e t s  i n c l u d i n g  a i r p l a n e s ,  b o a t s ,  o i l  r o y a l t i e s ,  p a t e n t s ,  
e t c . ,  but  exc lud ing  pe r sona l  be long ings  such a s  j ewe l ry  o r  f u r n i t u r e .  
Data on t h e  fo l lowing  k inds  of d e b t s  were a l s o  o b t a i n e d :  money owed f o r  
a  c a r  o r  t r u c k ;  money owed t o  s t o r e s  ( e x c l u d i n g  r e g u l a r  30-day charge  
a c c o u n t s )  ; money owed t o  companies f o r  u t i l i t i e s ,  e t c .  ; money 
owed f o r  medical  c a r e ;  money owed t o  banks;  and a l l  o t h e r  d e b t s  owed t o  
o t h e r  persons  o r  l e n d e r s .  The a s s e t  d a t a  i n  t h e  SEO a r e  l e s s  than  r e l i a b l e ,  
and a r e  not  i d e n t i f i e d  by s t a t e  but  o n l y  by r e g i o n  and f o r  t h e  12 l a r g e s t  
SMSAs. The sample s i z e  is  too  smal l  f o r  r e l i a b l e  s t a t e  e s t i m a t e s .  The 
heavy o v e r r e p r e s e n t a t i o n  of nonwhite households  cannot  c o n t r i b u t e  t o  
r e l i a b l e  e s t i m a t e s ,  s i n c e  nonwhites comprise  o n l y  about 10 pe rcen t  of t h e  
p o p u l a t i o n .  

One o t h e r  source  of a s s e t  d a t a ,  t h e  1963-64 Survey of F i n a n c i a l  
C h a r a c t e r i s t i c s  of Consumers, is u n s u i t a b l e  f o r  pover ty  measurement. 
Conducted by t h e  Bureau of t h e  Census f o r  t h e  Board of Governors of t h e  
F e d e r a l  Reserve  System, t h e  survey is inadequa te  a s  a  source  of pover ty  
d a t a  both  because of i t s  ve ry  smal l  sample s i z e  (2 ,557  completed i n t e r v i e w s  
i n  a l l )  and because  i t  was purpose ly  des igned  t o  o v e r r e p r e s e n t  t h e  segments 
of t h e  p o p u l a t i o n  t h a t  were expected t o  have s i z a b l e  amounts of wea l th .  
Thus,  464 f a m i l i e s  wi th  1962 incomes of $25,000 o r  nore  were inc luded  
f o r  a  sampling r a t e  of about 1 /6 ,000 ,  whi le  757 f a m i l i e s  wi th  incomes below 
$5,000 were inc luded  f o r  a  sampling r a t e  of l e s s  than  1/30,000.  Also ,  
d e s p i t e  i n t e n s i v e  e f f o r t s  t o  o b t a i n  complete  and r e l i a b l e  i n f o r m a t i o n ,  
comparison of t h e  survey r e s u l t s  w i t h  a d m i n i s t r a t i v e  t o t a l s  i n d i c a t e s  
s u b s t a n t i a l  u n d e r r e p o r t i n g .  Thus, t h e  survey o b t a i n e d  o n l y  70 p e r c e n t  
of t h e  v a l u e  of c o r p o r a t e  s t o c k ,  60 p e r c e n t  of t h e  v a l u e  of i n s t a l l m e n t  
d e b t ,  50 p e r c e n t  of sav ings  a c c o u n t s ,  47 p e r c e n t  of U.S. Government 
s e c u r i t i e s ,  and 40 p e r c e n t  of s t a t e  and l o c a l  government s e c u r i t i e s .  
E s t i m a t e s  of t h e  v a l u e  of c o r p o r a t e  s e c u r i t i e s  o t h e r  than  s t o c k ,  mortgage 
d e b t ,  and n o n i n s t a l l m e n t  deb t  were much b e t t e r  (90 p e r c e n t  o r  h i g h e r  i n  
each c a s e ) ,  and u n d e r r e p o r t i n g  appeared much more p r e v a l e n t  among high- 
income than  lower-income groups .  19/ - 



The Survey of  Incane and Educa t ion  w i l l  p rov ide  l i m i t e d  i n f o r m a t i o n  
on a s s e t s .  It w i l l  i n c l u d e  v a l u e s  of  owned homes (and o u t s t a n d i n g  mortgages  
o n  such homes) and t h e  ,amounts of c e r t a i n  l i q u i d  a s s e t s  where t o t a l  val 'ues  
of t h e s e  h s s e t s  a r e  below $5,000 f o r  any household .  

T h i s  review s u g g e s t s ,  t h e n ,  t h a t  r e l i a b l e  a s s e t  d a t a  a r e  ha rd  t o  
o b t a i n .  At tempts  a t  a c q u i r i n g  such d a t a  a r e  d i scouraged  by t h e  l e n g t h  
of t h e  q u e s t i o n n a i r e  r e q u i r e d  t o  e n s u r e  c a n p l e t e n e s s  and accuracy  of  t h e  
i n f o r m a t i o n ,  and by t h e  absence of any agreement on how t o  i n c o r p o r a t e  t h e  
v a l u e  of  a s s e t s  i n t o  a measure of  t o t a l  r e s o u r c e s  t h a t  can be  canpared 
wi th  needs  s t a n d a r d s .  The g e n e r a l  absence of  r e l i a b l e  a s s e t  d a t a  i s  
p a r t i c u l a r l y  u n f o r t u n a t e  because  e l i g i b i l i t y  c r i t e r i a  i n  many programs 
i n c l u d e  a  l i m i t  on a s s e t  ho ld ings .  For example,  e l i g i b i l i t y  c r i t e r i a  o f  
t h e  food stamps program i n c l u d e s  c o n s i d e r a t i o n  of f i n a n c i a l  a s s e t s  and 
o t h e r  than  p e r s o n a l l y  needed p r o p e r t y ,  b u t  exc ludes  such a s s e t s  a s  a  home 
and d u r a b l e  goods ,  t h e  l a t t e r  items be ing  cons ide red  e s s e n t i a l  f o r  l i v i n g .  

D i f f e r e n t  Accounting P e r i o d s  

The accoun t ing  p e r i o d  probl'em i s  t h a t  of c h o o s i n g ' a n  a p p r o p r i a t e  
t ime  span f o r  measur ing r e s o u r c e s  t o  de te rmine  pover ty  s t a t u s .  The 
t ime span a f f e c t s  t h e  s t a t u s  o b t a i n e d .  For  example,  when t h e  Census 
and CPS measures income f o r  t h e  c a l e n d a r  yea r  p reced ing  t h e  d a t e  o f  
enumera t ion ,  i t  o v e r l o o k s  income . f l u c t u a t i o n s  w i t h i n  t h e  y e a r  and i g n o r e s  
p a t t e r n s  of  income r e c e i p t  over  p e r i o d s  l o n g e r  than  a  y e a r .  

Data  f run  Incune Maintenance Exper iments  conducted i n  S e a t t l e ,  Wash- 
i n g t o n ;  Denver, Colorado;  and Gary,  I n d i a n a  a r e  a  source  of i n f o r m a t i o n  on 
monthly  incane  t r e n d s .  201 These exper iments  a t t e m p t  t o  s t u d y  t h e  work 
r e s p o n s e s  and o t h e r  b e h a v i o r a l  changes among f a m i l i e s  r e c e i v i n g  a  guaran teed  
monthly  income payment, and t h e  work r e s p o n s e s  and b e h a v i o r a l  changes among 
a  s e t  of c o n t r o l  f a m i l i e s .  The sample s i z e s  i n  t h e s e  exper iments  a r e  s m a l l ,  
r ang ing  from about 2 ,700 f a m i l i e s  i n  Denver t o  about 1 ,600 i n  Gary,  and a r e  
of c o u r s e  no t  in tended  t o  be  n a t i o n a l l y  r e p r e s e n t a t i v e .  The samples were 
des igned  t o  o v e r s e l e c t  low-income househo lds  i n  t h e i r  r e s p e c t i v e  a r e a s ,  
wi th  female-headed f a m i l i e s  making up t h e  b u l k  of t h e  Gary sample. Thus,  
t h e  d a t a  a r e  n o t  d i r e c t l y  u s e f u l  f o r  deve lop ing  na t ionwide  measures  of 
shor t - t e rm p o v e r t y ,  a l though  t h e y  (and t h e  evidence from t h e  New J e r s e y  
exper iment )  do  s u g g e s t  t h a t  t h e r e  a r e  s u b s t a n t i a l  d i t h i n - y e a r  income changes  
among t h e  poor.  

Data  f run  t h e  ~ a n e l ' s t u d ~  of Income Dynamics, which h a s  followed t h e  
same 5,000 f a m i l i e s  f o r  more t h a n  f i v e  y e a r s ,  i n d i c a t e  t h a t  t h e  "hard-core" 
pover ty  p o p u l a t i o n  -- t h a t  i s ,  f a m i l i e s  and pe r sons  w i t h  p e r s i s t e n t l y  low 
incomes -- i s  bo th  s m a l l e r  than  t h e  t o t a l  pover ty  p o p u l a t i o n  a t  any one 
p o i n t  i n  t ime and markedly d i f f e r e n t  i n  c a n p o s i t i o n .  211 - 

The Pane l  Study i s  c u r r e n t l y  t h e  o n l y  source  of  n a t i o n a l  d a t a  on 
f a m i l y  incane  h i s t o r i e s .  The Incane Maintenance Exper iments ,  which f o l l o w  
f a m i l i e s  f o r  a t  l e a s t  t h r e e  t o  f i v e  y e a r s ,  a r e  a l s o  .a' source  of ac ross -yea r  
t r e n d s  f o r  p a r t i c u l a r  s i t e s .  
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IV. CONSTRUCTING POVERTY MEASURES 

Preced ing  c h a p t e r s  have d i s c u s s e d  some a l t e r n a t i v e  measures  of pover ty  
and i s s u e s  r e l a t e d  t o  t h e i r  use .  As shown, d a t a  l i m i t a t i o n s  and concep tua l  
problems r e s t r i c t  t h e  number of a l t e r n a t i v e s  t h a t  would be p o s s i b l e  t o  
c o n s t r u c t  a t  t h i s  t ime .  T h i s  c h a p t e r  d i s c u s s e s  measures  t h a t  cou ld  be con- 
s t r u c t e d  u s i n g  a v a i l a b l e  d a t a  and known c o n c e p t u a l  frameworks. It g e n e r a l l y  
fo l lows t h e  o u t l i n e  of Chapter  11, b u t  i t s  emphasis i s  on r e a l i s t i c  a l t e r n a -  
t i v e s  r a t h e r  t h a n  on a l l  measures t h a t  a r e  t h e o r e t i c a l l y  d e s i r a b l e .  F i r s t ,  
t h e  e m p i r i c a l  e f f e c t s ,  advan tages ,  and d i s a d v a n t a g e s  of r e l a t i v e  and f r a c t i o n -  
of-the-median measures a r e  examined and c o n t r a s t e d  wi th  t h e  c u r r e n t  measure.  
The c h a p t e r  then  c o n s i d e r s  p o s s i b l e  v a r i a t i o n s  of t h e  c u r r e n t  measure ,  such 
a s  u s e  o f  a  new o r  d i f f e r e n t  food p l a n ,  a  d i f f e r e n t  formula f o r  expanding 
food c o s t s  t o  t o t a l  f ami ly  l i v i n g  needs ,  o r  d i f f e r e n t  a d j u s t m e n t s  t o  pover ty  
measures t o  r e f l e c t  d i f f e r e n c e s  by geograph ic  r e g i o n s  and over t ime.  F i n a l l y ,  
i t  d e s c r i b e s  t h e  impac t s  of d i f f e r e n t  d e f i n i t i o n s  of income and t h e  use  of  a  
household r a t h e r  t h a n  a  f ami ly  a s  t h e  r e f e r e n c e  u n i t .  

Relative Measures of Poverty 

Economic measures  of pover ty  a r e  e i t h e r  a b s o l u t e ,  and do  no t  v a r y  auto- 
m a t i c a l l y  wi th  changes i n  income, o r  t h e y  a r e  r e l a t i v e  and change d i r e c t l y  
w i t h  t h e  p r e v a i l i n g  income. Abso lu te  measures  c l e a r l y  r e q u i r e  judgmental 
d e c i s i o n s  and c o n s t r u c t  i o n  from consumption p a t t e r n s  o r  s t a n d a r d s  t h a t  a r e  
n o t  always c u r r e n t l y  a v a i l a b l e .  S e l e c t i o n  and r e e v a l u a t i o n  of a  f i x e d  per- 
c e n t i l e  f o r  t h e  p u r e l y  r e l a t i v e  measure and a  f i x e d  p e r c e n t  of  median fami ly  
income f o r  t h e  q u a s i - r e l a t i v e  measure a l s o  r e q u i r e  judgmental  d e c i s i o n s  on 
s e l e c t i n g  t h e  p e r c e n t i l e  o r  pe rcen tage  of median income t h a t  b e s t  d i v i d e s  
poor  from non-poor. Although methods f o r  e s t a b l i s h i n g  such l e v e l s  a r e  
s u b j e c t  t o  t h e o r e t i c a l  d i f f e r e n c e s  and wide d i sagreement ,  i t  should be no ted  
h e r e  t h a t  a n a l y s t s  f r e q u e n t l y  u s e  t h e  lowes t  q u i n t i l e  o r  q u a r t i l e  and f i f t y  
p e r c e n t  of  median fami ly  income. 

Unl ike  t h e  p u r e l y  r e l a t i v e  c o n c e p t ,  measures  us ing  a  pe rcen tage  of 
median fami ly  income t h e o r e t i c a l l y  a l l o w  r e d u c t i o n  o r  even e l i m i n a t i o n  o f  
p o v e r t y ,  s i n c e  every  f a m i l y  c o u l d  have income exceeding some s p e c i f i c  per- 
c e n t  of n a t i o n a l  median fami ly  income. Use of a  pover ty  l i n e  based on 
median income would show p r o g r e s s  o n l y  i f  e f f o r t s  were d i r e c t e d  a t  r e d i s -  
t r i b u t i n g  r a t h e r  than  i n c r e a s i n g  incomes i n  g e n e r a l .  Using t h i s  measure ,  
n a t i o n a l  e f f o r t s  t o  overcome pover ty  would appear  t o  b e  u n s u c c e s s f u l  u n l e s s  
t h e  incomes a t  t h e  lower end of . t h e  income d i s t r i b u t i o n  i n c r e a s e d  a t  a  
f a s t e r  r a t e  t h a n  incomes i n  g e n e r a l .  

However, t h i s  t h e o r e t i c a l  p o s s i b i l i t y  h a s  n o t  happened. For  t h e  
p a s t  15 y e a r s ,  a  pover ty  l i n e  s e t  a t  50 pe rcen t  of  median fami ly  cash  income 
would have r e s u l t e d  i n  an  a lmost  c o n s t a n t  pover ty  r a t e  f o r  f a m i l i e s ,  and 
t h u s  would have resembled a  p u r e l y  r e l a t i v e  c u t o f f  s e t  a t  t h e  lowest  quin- 
t i l e  of  t h e  fami ly  income d i s t r i b u t i o n .  T h i s  does  n o t  mean t h a t  t h e r e  h a s  
been l i t t l e  income r e d i s t r i b u t i o n  i n  t h e  p a s t  15 y e a r s .  Some r e c e n t  pover ty  
programs have r e d i s t r i b u t e d  b e n e f i t s  i n  t h e  form of in-kind t r a n s f e r s  



l i k e  food stamps. Fur the rmore ,  i t  i s  c l e a r  f r o m  annual  income s t a t i s t i c s  
t h a t  t h e  compos i t ion  of households  a t  t h e  bottom of t h e  d i s t r i b u t i o n  i s  
now d i f f e r e n t .  By and l a r g e ,  f a m i l i e s  of workers ,  p a r t i c u l a r l y  working 
men, have moved o u t  of t h e  lowest  q u i n t i l e  ( o r  q u a r t i l e )  whi le  f a m i l i e s  
dependent  more on t r a n s f e r  payments t h a n  o n  e a r n i n g s  -- t h e  aged and 
female heads  of  l a r g e  f a m i l i e s  -- have n o t .  The income d i s t r i b u t i o n  would 
b e  d i f f e r e n t  i f  in-kind income, h o u s i n g ,  med ica l  i n s u r a n c e ,  and b e n e f i t s  
from p r i v a t e  s o u r c e s  were counted a s  income; i f  some v a l u e  of  a s s e t s  were 
i n c l u d e d ;  o r  i f  a d j u s t m e n t s  f o r  t a x e s  were made. 

When u s i n g  f rac t ion-of- the-median d e f i n i t i o n s ,  i t  i s  impor tan t  t o  
determ'ine ,£run which median fami ly  income a  g i v e n  pe rcen tage  i s  t o  b e  
t aken .  For example, s i n c e  t h e  median fami ly  income i n  1969 f o r  a  f a m i l y  
of  four  was $10,782 and f o r  a l l  f a m i l i e s  was $9 ,586 ,  a  d e f i n i t i o n  based 
on t h e  median fami ly  income f o r  a  f a m i l y  of f o u r  ( a s  i n  T i t l ' e  XX of  t h e  
S o c i a l  S e c u r i t y  Act) would y i e l d  a  d i f f e r e n t  t h r e s h o l d  than  would one 
based on t h e  median fami ly  income . for  a l l  f a m i l i e s  ( a s  i n  T i t l e  I1 of  t h e  - 
Housing and Community Development Act of 1974) .  Fur the rmore ,  d e f i n i t i o n s  
based on t h e  median f a m i l y  income i n  t h e  n a t i o n  o r  i n  each s t a t e  ( a s  i n  

, T i t l e  XX of  t h e  S o c i a l  S e c u r i t y  Act)  o r  i n  each m e t r o p o l i t a n  a r e a  ( a s  i n  
T i t l e  I1 of t h e  Housing and Community Development Act)  w i l l  a l s o  have 
d i f f e r e n t  r e s u l t s .  

It i s  sometimes sugges ted  t h a t  r e l a t i v e  d e f i n i t i o n s  of  pover ty  have 
t h e  advantage ofi e n a b l i n g  n a t u r a l  a d j u s t m e n t s  of  t h e  pover ty  l i n e s  f o r  
f a m i l y  s i z e  o r  o t h e r  c h a r a c t e r i s t i c s .  F o r  example, i f  t h e  pover ty  l i n e  
i s  s e t  a t  50 p e r c e n t  o f  median fami ly  income, t h e  pover ty  l i n e  f o r  a  four-  
pe r son  fami ly  can  b e  s e t  a t  50 p e r c e n t  of  t h e  median f a m i l y  incane  f o r  
four-person f a m i l i e s ,  and s i m i l a r l y  f o r  o t h e r  f ami ly  s i z e s .  Tab le  6 ,  
which shows median f a m i l y  income i n  1969 by f a m i l y  s i z e  i n  a  few s t a t e s  

'and i n .  t h e  n a t i o n  a s  a  whole,  i l l u s t r a t e s  t h e  problems wi th  t h i s  method. 
It i s  u s u a l l y  presumed t h a t  l a r g e r  f a m i l i e s  need more income, b u t  i n  every  
i n s t a n c e  d i s p l a y e d  i n  t h e  t a b l e  t h e  f a m i l i e s  of seven o r  more have lower 
i n c a n e s  t h a n  four -pe r son  f a m i l i e s .  

S i m i l a r  problems a r i s e  i f  t h e  median income f o r  v a r i o u s  subgroups of 
t h e  low-income p o p u l a t i o n  i s  used a s  a  b a s i s  f o r  pover ty  l i n e s .  For example,  
t h e  median incane f o r  f a m i l i e s  i n  1969 was $9 ,586 ,  w h i l e  t h a t  f o r  u n r e l a t e d  
i n d i v i d u a l s  was o n l y  $2,489; I f  50 p e r c e n t  of  median family . income were used 
a s  a  pover ty  l i n e  f o r  pe r sons  l i v i n g  i n  f a m i l i e s ,  and 50 p e r c e n t  of median 
income f o r  u n r e l a t e d  i n d i v i d u a l s  were used f o r  pe r sons  l i v i n g  a l o n e ,  t h e  
pover ty  l i n e s  i n  l969 'would  have been $4,795 and $1 ,245 ,  r e s p e c t i v e l y .  A . 
d e f i n i t i o n  of pover ty  based on d i r . ec t  e s t i m a t e s  of  needs  r a t h e r  t h a n  on t h e  
r e l a t i v e  p l a c e  i n  t h e  income d i s t r i b u t i o n  may have a  d i f f e r e n t  r e l a t i o n s h i p .  

Unl ike  t h e  c u r r e n t  pover ty  m a t r i x  which r e s u l t s  i n  a  f l u c t u a t i n g  
b u t  downward tre,nd i n  t h e  pover ty  c o u n t s ,  a  r e l a t i v e  measure would have 
shown'a  c o n s t a n t  r a t e  of pover ty .  For example,  between 1959 and 1974, t h e  
number of f a m i l i e s  d e f i n e d  a s  poor  under t h e  c u r r e n t  measure d e c l i n e d  
f r m  18.5 pe rcen t  t o  9.2 p e r c e n t  of  t h e  p o p u l a t i o n .  One reason  f o r  t h i s  



T a b l e  6 .  Median Income by S i z e  o f  Fami ly  U n i t  f o r  Un i t ed  S t a t e s  and S e l e c t e d  S t a t e s ,  1969 
( ~ n d e x ,  U.S. median income f o r  a  f a m i l y  o f  f o u r  = 100 .00 )  
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d i f f e r e n c e  i s  t h e  changing r e l a t i o n s h i p  between t h e  a b s o l u t e  and r e l a t i v e  
measures of  pover ty .  A s  shown i n  Tab le  7 ,  t h e  c u r r e n t '  pover ty  c u t o f f  f o r  
a  nonfarm f a m i l y  of  f o u r  h a s  s t e a d i l y  d e c l i n e d ,  a s  a  p e r c e n t a g e  of  t h e  
median income f o r  a  four-person f a m i l y  between 1959 and 1974. The p r e s e n t  
pover ty  l i n e  f o r  , a  (nonfarm) four -pe r son  fami ly  a d j u s t e d  o n l y  f o r  p r i c e  
changes h a s  d e c l i n e d  t o  34 p e r c e n t  of  median income f o r  four-person fami- 
l i e s  i n  1974 -- down from approx imate ly  49 p e r c e n t  i n  1959 and 44  p e r c e n t  
i n  1963,  t h e  pover ty  base  yea r .  C l e a r l y  t h i s  r e f l e c t s  an i n c r e a s e  i n  r e a l  
income, b u t  i t  a l s o  s u g g e s t s  t h a t  t h e  s t a n d a r d s  on which t h e  c u r r e n t  
pover ty  c u t o f f  a r e  based may need t o  be  r e e v a l u a t e d .  

T a b l e  7. Comparison of Median Family Income and 
O f f i c i a l  Pover ty  Cutof f  f o r  a  Family of Four ,  1959-1974 

SOURCE: U.S. Bureau of t he  Census, Current Population Reports, 
Ser ies  P-60: f o r  median income, see annual repor ts  on 
mone income of famil ies  and persons; f o r  poverty . . 
cutoffs ,  see annual repor ts  on the poverty population. 
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t h e r e  a r e  c o n c e p t u a l  problems i n  us ing  a  f u l l  market  b a s k e t  approach f o r  
s e t t i n g  such a  l e v e l .  s i n c e  s t a n d a r d s  o f  need based on s c i e n t i f i c a l l y  
measurab le  consumption u n i t s  a r e  n o t  a v a i l a b l e .  Fur the rmore ,  a s  i s  d i s -  
cussed  i n  Chapter  111, AFDC s t a t e  budge t s  and BLS Family Budgets a r e  
unaccep tab le  a s  pover ty  c u t o f f s .  It should  be added t h a t  t h e  Orshansky 
measure was developed u s i n g  t h e  p a r t i c u l a r  c o n s t r u c t i o n  o f  a  n u t r i t i o n  
base  and a  m u l t i p l i e r .  p r e c i s e l y  because  o f  t h e  d i f f i c u l t y  o f  s e t t i n g  
s t a n d a r d s  g iven  t h e  d a t a  b a s e  and c o n c e p t u a l  problems. 

The Department o f  A g r i c u l t u r e  u s e s  t h e  Recommended D i e t a r y  Allowances 
a s  t h e  b a s i s  f o r  n u t r i t i o n a l  g o a l s  f o r  i t s  food . p l a n s .  Other  n u t r i t i o n a l  
s t a n d a r d s  could  be used a s  a  b a s i s  f o r  food p l a n s  f o r  use  i n  t h e  Orshansky 
measure.  I n  an a n a l y s i s  which was prepared f o r  t h i s  s t u d y  and which i s  
summarized i n  t e c h n i c a l  paper X I I ,  t h e  USDA used two o t h e r  s t a n d a r d s  t o  
c o n s t r u c t  a  v a r i e t y  o f  food p l a n s  f o r  12 age-sex c a t e g o r i e s  and determined 
t h e  c o s t  o f  such p l a n s .  It was found t h a t  t h e  p l a n s  developed t o  meet t h e  
t h r e e  d i f f e r e n t  s t a n d a r d s  (and t a k e  i n t o  account  food consumption p a t t e r n s  
of  su rvey  househo lds  w i t h  r e l a t i v e l y  low food c o s t s )  had s i m i l a r  c o s t s .  
Thus,  t h e  c h o i c e  o f  n u t r i t i o n a l  s t a n d a r d s  does  no t  n e c e s s a r , i l y  a f f e c t  t h e  
p o v e r t y  t h r e s h o l d s .  The compos i t ion  o f  food p l a n s  c a n .  however,  s i g n i f i -  
c a n t l y  a f f e c t  pover ty  c u t o f f s .  because  p l a n s  can  be  more o r  l e s s  l i b e r a l  
i n  t h e  use  o f  d e l i c a c i e s .  h i g h - q u a l i t y  m e a t s ,  and o t h e r  expens ive  foods ,  
and i n  making assumpt ions  about s p o i l a g e  o r  was te .  

It should  be  noted t h a t  whi le  a  m a j o r i t y  o f  s u r v e y  househo lds  who 
s p e n t  l e s s  on food t h a n  t h e  c o s t  f o r  t h e  USDA's l e a s t  c o s t l y  food p l a n  
d i d  no t  have d i e t s  t h a t  provided recommended amounts o f  n u t r i e n t s ,  such 
househo lds  d i d  not  n e c e s s a r i l y  s u f f e r  from a  n u t r i t i o n a l  d e f i c i e n c y .  As 
h a s  been s t a t e d  e a r l i e r .  n o t  everyone r e q u i r e s  t h e  amounts o f  n u t r i e n t s  
s p e c i f i e d  i n  t h e  RDA. Fur the rmore ,  t h e  USDA's l e a s t  c o s t l y  food p l a n  i s  
n o t  t h e  lowes t -cos t  adequa te  d i e t  t h a t  could  be  deve loped .  It i s  in tended  
t o  be  r e a s o n a b l y  p a l a t a b l e  and i s  c h a r a c t e r i z e d  by c e r t a i n  a e s t h e t i c  
a s p e c t s  o f  foods  t h a t  people  d e s i r e .  Expend i tu res  f o r  waste  and non- 
n u t r i t i o u s  foods  a r e  no t  e l i m i n a t e d  from t h e  food p l a n s .  The amounts o f  
expens ive  t y p e s  o f  foods  such a s  meats  a r e  r e s t r i c t e d  i n  t h e  p l a n ,  w h i l e  
whole-grain and enr iched  b r e a d s  and c e r e a l s  and d r y  b e a n s .  which p rov ide  ' 

many impor tan t  n u t r i e n t s  a t  low c o s t ,  a r e  inc luded  i n  l a r g e  amounts; 
N u t r i t i o u s  p l a n s  a t  lower c o s t  could  b e  deve loped ,  b u t  such p l a n s  would 
d e v i a t e  f u r t h e r  than  t h e  USDA p l a n  from t h e  food consumption p a t t e r n s  
o f  U.S. househo lds .  The same s u b j e c t i v e  f a c t o r s  which e n t e r  i n t o  t h e  
s e t t i n g  of  a  pover ty  l i n e  e n t e r  i n t o  t h e  s e l e c t i o n  o f  a  food p l a n  in tended  
t o  be  used f o r  pover ty  measurement.  

The c o s t  o f  t h e  t h r i f t y  p l a n  ( e s t i m a t e d  us ing  1965-66 p r i c e s )  i s  low 
when compared t o  t h e  c o s t  o f  food r e p o r t e d  a s  used by s u r v e y  househo lds  i n  
t h e  1965 Household Food Consumption Survey.  Only 10  p e r c e n t  o f  t h e  1965-66 
s u r v e y  households  used food c o s t i n g  l e s s  t h a n  t h e  t h r i f t y  p l a n .  P r e l i m i -  
n a r y  food e x p e n d i t u r e s  r e p o r t e d  from t h e  1972-73 Consumer Expend i tu re  
Survey,  a l though  n o t  comple te ly  comparable .  a r e  lower t h a n  c o s t s  o f  food 



r e p o r t e d  a s  used by households  i n  t h e  1965-66 Food Consumption Survey,  
updated t o  1972-73 l e v e l s .  Expend i tu res  , r e p o r t e d  i n  t h e  1972-73 Expend i tu re  
Survey f o r  t h e  average fami ly  o f  f o u r  were $30 a  week f o r  food a t  home 
and $40. f o r  food a t  home and away from home. These e x p e n d i t u r e s  f a l l  
between t h e  c o s t  f o r  t h e  USDA's low-cost p lan  and moderate-cost  p l a n  i n  
1972-73 f o r ' a  four-person fami ly  composed of  a  coup le  and ' two e lementa ry  

' 

schoo l  c h i l d r e n  ($33  and $42,  r e s p e c t i v e l y ) .  The c o s t s  f o r  t h e  food p l a n s  
cover  food f o r  a l l  meals  and snacks  f o r  t h e  week, b u t  assume t h a t  a l l  
food i s  prepared a t  home. Also ,  t h e  p l a n s  a r e  des igned  t o  p rov ide  
n u t r i t i o u s  d i e t s ,  and t h e  n u t r i t i o n a l  q u a l i t y  of foods covered by 1972-73 
e x p e n d i t u r e s  i s  not  known. 

S ince  no accep ted  s t a n d a r d s  of need e x i s t  f o r  nonfood i t ems  ( h o u s i n g ,  
c l o t h i n g ,  t r a n s p o r t a t i o n ,  e t c . ) ,  t h e  c u r r e n t  pover ty  t h r e s h o l d  i s  d e r i v e d  
by assuming t h a t  t h e  a p p r o p r i a t e  r a t i o  of  e x p e n d i t u r e s  on nonfood i t ems  
t o  e x p e n d i t u r e s  on food would be t h a t  observed on t h e  average  i n  t h e  
United S t a t e s .  The 1955 Food Consumption Survey found t h a t  ave rage  food 
e x p e n d i t u r e s  made up one t h i r d  of t o t a l  income a f t e r  t a x e s .  Thus,  t h e  
c o s t  of  t h e  economy food plan was m u l t i p l i e d  by t h r e e  t o  o b t a i n  t h e  pover ty  
s t a n d a r d .  The l a r g e s t  component of t h e  pover ty  c u t o f f s  i s ,  t h e n ,  s e t  
by t h i s  m u l t i p l i e r .  A s l i g h t l y  d i f f e r e n t  r a t i o  is  used f o r  one-person 
and two-person f a m i l i e s ,  s i n c e  t h e i r  t o t a l  consumption requ i rements  and 
f i x e d  c o s t s  a r e  b e l i e v e d  t o  be s i g n i f i c a n t l y  d i f f e r e n t  from t h o s e  f o r  
l a r g e r  f a m i l i e s .  Income a f t e r  F e d e r a l  income t a x e s  was used a s  a  proxy 
f o r  e x p e n d i t u r e s  so t h a t  income f o r  t o t a l  e x p e n d i t u r e s -  could  be compared 
t o  n e c e s s a r y  food e x p e n d i t u r e s .  Of c o u r s e ,  income a l lows  f o r  sav ing  a s  
w e l l  a s  consumption.  

The a p p r o p r i a t e  m u l t i p l i e r  i s  a  q u e s t i o n  o f  judgment, and m u l t i p l i e r s  
h i g h e r  o r  lower may be ' r easonab le .  Some people  have q u e s t i o n e d ,  f o r  i n s t a n c e ,  
t h e  judgment i m p l i c i t  i n  assuming t h a t  food e x p e n d i t u r e s  must no t  exceed 
t h e  average  p r o p o r t i o n  of t o t a l  income . s p e n t  on food i f  t o t a l  income i s  to .  
p rov ide  adequa te  amounts of c l o t h i n g ,  s h e l t e r  ,. and o t h e r  nonfood i t e m s .  
The problem i s  t h a t ,  a s  f ami ly  income i n c r e a s e s ,  t h e  p ropor t ion .  of  income ' 

s p e n t  on food goes down. According t o  t h e  Consumer Expend i tu re  Surveys ,  a t  
t h e  lowest  f ami ly  i n c o k e s ,  upwards of  50 p e r c e n t  of  cash  income i s  observed 
t o  be s p e n t  o n .  food.  Thus, v e r y  poor f a m i l i e s  may fo rego  some nonfood 
e x p e n d i t u r e s  t o  m a i n t a i n  an adequa te  d i e t .  ' The average f a m i l y ,  however, 

. spends  a  much s m a l l e r  p r o p o r t i o n  of i t s  income on food than  f a m i l i e s  t h a t  ' 

would be a t  t h e  pover ty  l i n e  under t h e  c u r r e n t  measure.  And, over  t i m e ,  
a s  ave rage  f a m i l y  income i n c r e a s e s ,  t h e  p r o p o r t  i o n  Pevoted t o  food con- 
t i n u e s  t o  d e c l i n e ,  whi le  t h e r e  is  an i n c r e a s e  i n  t h e  p r o p o r t i o n  of nonfood 
i t e m s  (presumably i n c l u d i n g  more l u x u r i e s ) .  Many b e l i e v e ,  t h e r e f o r e ,  t h a t  
it would be b e t t e r  co base  t h e  m u l t i p l i e r  on t h e  p r o p o r t i o n  of  income 
s p e n t  on food by t h o s e  below t h e  a v e r a g e ,  . a l t h o u g h  t h e  p r e c i s e  l e v e l  i s  ' 

d i f f i c u l t  t o  de te rmine .  

On t h e  o t h e r  hand,  a  h i g h e r  m u l t i p l i e r  has  been sugges ted  because  
s u r v e y s  o t h e r  t h a n  t h e  1955 Food Consumption Survey,  from which t h e  3 : l  
r a t i o  i s  d e r i v e d ,  i n d i c a t e  a  h i g h e r  r a t i o  o f  nonfood t o  food e x p e n d i t u r e s  



f o r  t h e  average  American fami ly .  For example, a  r a t i o  o f  3 .4 :  1 i s  d e r i v e d  
from t h e  1965 Food Consumption Survey,  p o s s i b l y  i n d i c a t i n g  a  g e n e r a l  r i s e  
i n  t h e  s t a n d a r d  of l i v i n g  s i n c e  1955. More s i g n i f i c a n t l y ,  t h e  Consumer 
Expend i tu re  Surveys of 1960-61 and 1972-73 seem t o  i n d i c a t e  t h a t  t h e  r a t i o  
exceeds  5 : l .  One r e a s o n  f o r  t h i s  d i s c r e p a n c y  may be t h e  u n d e r r e p o r t i n g  of 
income i n  t h e  1955 Household Food Consumption Survey because  income i n f o r -  
ma t ion  was measured g l o b a l l y  f o r  t h e  e n t i r e  household ,  no t  f o r  household 
members s e p a r a t e l y .  Data f o r  1965 a r e  l i k e l y  t o  be l e s s  v a l i d .  The house- 
hold  was asked o n l y  t o  s p e c i f y  an income c l a s s  r e p r e s e n t i n g  household income 
a f t e r  t a x e s  i n  1965,  bu t  t o  s p e c i f y  t o t a l  income and d e d u c t i o n s  i n  1955. 
The Consumer Expend i tu re  Surveys ,  on t h e  o t h e r  hand,  o b t a i n e d  income by 
d e t a i l e d  source  so t h a t  income f i g u r e s  a r e  l i k e l y  t o  be more r e l i a b l e  and 
l e s s  l i k e l y  t o  be u n d e r r e p o r t e d .  A t .  t h e  same t i m e ,  t h e  food e x p e n d i t u r e  d a t a  
may be l e s s  r e l i a b l e  i n  t h e  Consumer Expend i tu re  Surveys .  

Another i s s u e  r e l a t i n g  t o  t h e  mu1 t i p l i e r  i n v o l v e s  an i r k o n s i s t e n c  
' 

between income d e f i n i t i o n s .  The m u l t i p l i e r  i s  based on t h e  a f t e r - t a x  
income-to-food e x p e n d i t u r e  r a t i o .  Thresho lds  t h u s  d e r i v e d  a r e  compared t o  
b e f o r e - t a x  Census income. 

Orshansky Update 

It is  e v i d e n t  t h a t  many c r i t i c a l  judgments s i g n i f i c a n t l y  a f f e c t  t h e  
l e v e l  of  t h e  c u r r e n t  pover ty  l i n e s .  These judgments p e r t a i n  t o :  t h e  l e v e l  
of  food p l a n s  cons ide red  a s  a d e q u a t e ,  t h e  m u l t i p l i e r  r e l a t i n g  t o t a l  income 
requ i rements  t o  t h e  c o s t  of t h e  food,  t h e  a p p r o p r i a t e n e s s  of  be fo re - t ax  o r  
a f t e r - t a x  income, t h e  s e t t i n g  of t h r e s h o l d s  f o r  r e p r e s e n t a t i v e  fami ly  . 
t y p e s  w i t h i n  t h e  range of r equ i rements  f o r  s i m i l a r l y  composed f a m i l i e s ,  
and ad jus tment  of t h e  c u t o f f s  f o r  v e r y  l a r g e  o r  smal l  f a m i l i e s .  To 
unders tand  how s i g n i f i c a n t  t h e s e  judgments can  b e ,  one need o n l y  c o n s i d e r  
t h e  i m p l i c a t i o n s  of  us ing t h e  low-cost food p lan  r a t h e r  than  t h e  economy 
food p l a n  and u s i n g  a  5 : l  r a t h e r  than  t h e  3 : l  m u l t i p l i e r .  These two 
changes ,  bo th  w i t h i n  t h e  range of r e a s o n a b l e  judgment and based on 
s t a t i s t i c a l  i n t e r p r e t a t i o n s ,  would more t h a n  double  t h e  o f f i c i a l  pover ty  
t h r e s h o l d s  and i n c l u d e  about one- th i rd  of  t h e  p o p u l a t i o n  a s  poor.  

I n  Techn ica l  Paper X I  of t h i s  s t u d y ,  Mol l i e  Orshansky c o n s t r u c t e d  
a l t e r n a t i v e  pover ty  c u t o f f s  t a k i n g  i n t o  account  many of  t h e s e  f a c t o r s .  
More than  twelve  s e t s o f  pover ty  c u t o f f s  a r e  c o n s t r u c t e d ,  and t h e  charac -  
t e r i s t i c s  of t h e  pover ty  p o p u l a t i o n s ,  i d e n t i f i e d  by u s i n g  t h e s e  c u t o f f s  
a r e  examined. 

Table  8  i l l u s t r a t e s  t h e  e f f e c t  which some of  t h e s e  f a c t o r s  can have 
on t h e  pover ty  c u t o f f s .  Four s e t s  of  r e v i s e d  c u t o f f s  a r e  shown, compared 
t o  t h e  o f f i c i a l  weighted average pover ty  c u t o f f s  f o r  1974. The r e v i s e d  
c u t o f f s  a r e  based on t h e  r e v i s e d  low-cost food p l a n ,  two v e r s i o n s  o f  80 
p e r c e n t  of  t h e  r e v i s e d  low-cost ' food p l a n ,  and t h e  t h r i f t y  food p lan .  I n  
t h e  c u r r e n t  o f f i c i a l  p o v e r t y  m a t r i x  a  s i n g l e  c u t o f f  i s  a s s i g n e d  t o  fami- 
l i e s  of  seven o r  more persons  wi th  a  s p e c i f i e d  number of  c h i l d r e n ,  by sex  
bf head.  Th i s  c u t o f f  was an aver.age c u t o f f  f o r  l a r g e r  f a m i l i e s  ( r e p r e -  
s e n t i n g  about e i g h t  .persons) .  One of t h e  r e v i s e d  s e t s  of  c u t o f f s  u s i n g  
80 pe rcen t  of t h e  low-cost food p l a n  (Condensed Family S i z e )  uses  t h i s  



Table  8 .  S e n s i t i v i t y  A n a l y s i s  o f  1974 Pover ty  C u t o f f s  

I O f f i c i a l  1 Revised Povertv Cutoffs  Based on: 

I 
1 Person 

Weighted 
Average 

Under 65 Years $2,557 
65 Years o r  Over 2,352 

2 Persons 
Head under 65 3,294 
Head 65 o r  Over 2,958 

3 Persons 3.910 
4 Persons 5,008 
5 Persons 5,912 
6 Persons 6,651 
7 Persons 
8 Persons 
9 Persons 8 , 1 6 5 ~  

10 Persons 
11 Persons o r  More 

SOURCE: Based on a n a l y s i s  performed by ~ o l l i e  Orshansky ( s e e  Technical  'paper XI). 

Family S i z e  Level l%lncreasea Level 1 %increasea 'Level 1 %increasea ILevel 1 %1ncreasea 

- .  

Note: S e n s i t i v i t y  a n a l y s i s  based on ind ica ted  food p lan  and an income:food expenditure r a t i o  of 3 .4: l .  

80% Low-Cost Plan 
Condensed Fam. S i z e  

d a 
Percent  inc rease  over  the  1974 o f f i c i a l  weighted average c u t o f f .  

Represents  an average f o r  f a m i l i e s  wi th  7 o r  more persons.  

T h r i f t y  P l a n .  

same conven t ion .  The o t h e r  s e t s  of  r e v i s e d  c u t o f f s  show s e p a r a t e  d o l l a r  
l e v e l s  f o r  t h e  l a r g e r  f a m i l i e s .  up t o  s i z e  e l e v e n .  Each s e t  of  c u t o f f s  
used an income-to-food r a t i o  of  3 . 4 : 1 ,  d e r i v e d  from t h e  1965 Food Con- 
sumpt ion Survey.  As t h e  t a b l e  i l l u s t r a t e s ,  a l l  of  t h e  new pover ty  t h r e s h -  
o l d s  exceed t h e i r  comparable o f f i c i a l  weighted average  1974 c u t o f f s ,  
a l t h o u g h  t h e  i n c r e a s e  is  no t  t h e  same f o r  each f a m i l y  s i z e  and i s  much 
s m a l l e r  f o r  f a m i l i e s  wi th  t h r e e  t o  s i x  members. Th i s  d i f f e r e n t i a l  
i n c r e a s e  p a r t l y  r e l a t e s  t o  t h e  d i f f e r e n t i a l  ad jus tment  of  t h e  RDA f o r  
a d u l t s  and c h i l d r e n  between 1958 ( t h e  b a s i s  f o r  t h e  economy p l a n i n  t h e  
c u r r e n t  formula)  and 1974 ( t h e  b a s i s  f o r  t h e  r e v i s e d  food p l a n s ) .  Another 
reason '  i s  t h a t ,  compared with' 1955,  t h e ,  1965 su rvey  i n d i c a t e d  a  l a r g e r  
d r o p  i n  t h e  pe rcen tage  of income spen t  on food f o r  two-person f a m i l i e s  
t h a n  f o r  a l l  famXlies ,  so t h a t  t h e  m u l t i p l i e r s  a r e  d i f f e r e n t .  

Pover ty  c u t o f f s  based on t h e  low-cost food p l a n  a r e  inc luded  f o r  
s e v e r a l  r e a s o n s .  F i r s t ,  t hey  i l l u s t r a t e  t h e  s i g n i f i c a n t  impact which t h e  
l e v e l  o£ t h e  food p lan  can have on t h e  pover ty  c u t o f f s .  Second, t h e y  de- 
m o n s t r a t e  t h e  e f f e c t  which a  change i n  t h e  pover ty  c u t o f f s  would have on 
t h e  "near  poor" c u t o f f s  which a r e  based on t h e  low-cost food p l a n  ( t h e  Cen- 
s u s  Bureau p u b l i s h e s  c o u n t s  of  t h o s e  a t  12.5 p e r c e n t  of  t h e  pover ty  l e v e l ) .  
F i n a l l y ,  t h e  c u t o f f s  based on t h e  r e v i s e d  low-cost p l a n  approximate t h e  
e f f e c t  of us ing  t h e  t h r i f t y  food p l a n  wi th  a  h i g h e r  income-to-food r a t i o .  
The r e a s o n  i s  t h a t ,  f o r  a l l  f a m i l y  s i z e s  excep t  pe r sons  l i v i n g  a l o n e ,  t h e  
low-cost food p lan  i s  approx imate ly  27 p e r c e n t  h i g h e r  than  t h e  t h r i f t y  
food p l a n .  T h e r e f o r e ,  pover ty  c u t o f f s '  based,  on t h e  low-cost food p l a n  and 

I 

80% Low-Cost Plan Low-Cost Plan 



The r e v i s e d  pover ty  l i n e s  i l l u s t r a t e d  h e r e  c e n t e r  about t h e  USDA 
food p l a n s  of  December 1974 -- a  t ime when food p r i c e s  were abnormally 
h igh  r e l a t i v e  t o  o t h e r  commodities.  Accord ing ly ,  pover ty  c u t o f f s  were 
a l s o  c o n s t r u c t e d  from 1972 food p l a n s  and updated t o  1974 by t h e  a l l -  
i t ems  CPI. T h i s  i s  d i s c u s s e d  l a t e r  i n  t h i s  c h a p t e r  i n  t h e  s e c t i o n ,  
Updating t h e  S tandard .  

The change i n  t h e  pover ty  c u t o f f  based on t h e  t h r i f t y  food p l a n  and 
a  3 . 4 : l  m u l t i p l i e r  f o r  a  four-person fami ly  ($6 ,366)  is  43 p e r c e n t  of t h e  
1974 median income f o r  four-person f a m i l i e s  ($14 ,7471 ,  j u s t  about  what i t  
was f o r  t h e  c u r r e n t  pover ty  l i n e  i n  i t s  base  y e a r  1963. s i m i l a r  compari- 
s o n s  f o r  t h e  c u r r e n t  c u t o f f s  a r e :  49 p e r c e n t  i n  1959, 42 p e r c e n t  i n  1964,  
and 34 p e r c e n t  i n  1974. 

Table  9  d i s p l a y s  v a r i a t i o n s  i n  t h e  s i z e  of  t h e  "pover ty  popu la t ion"  
a s s o c i a t e d  wi th  each of t h e  pover ty  c u t o f f s  shown i n  Table  8 .  With t h e  
r e v i s e d  c u t o f f s  based on t h e  t h r i f t y  food p l a n ,  t h e r e  a r e  8 .7  m i l l i o n  
poor f a m i l i e s  i n  1974, equa l  t o  15.6 p e r c e n t  of a l l  f a m i l i e s .  An exami- 
n a t i o n  of t h e  c h a r a c t e r i s t i c s  of  t h e  pover ty  p o p u l a t i o n  u s i n g  t h e s e  
updated c u t o f f s  i s  inc luded  i n  Techn ica l  Paper  X I .  The impact of u s i n g  
t h e  new measures  can b e  approximated,  however, by examining t h e  d i f f e r e n t  
l e v e l s  of t h e  c u r r e n t  p o v e r t y  measure exp lo red  i n  Chapter  V .  Because o f  
t h e  d i f f e r e n c e s  i n  t h e  food p l a n s ,  t h e  l e v e l s  examined i n  Chap te r  V may 
show a  s l i g h t l y  d i f f e r e n t  d i s t r i b u t i o n  by fami ly  type t h a n  w i l l  t h o s e  
based on t h e  r e v i s e d  c u t o f f s  d i s c u s s e d  h e r e .  

Table  9. S i z e  of t h e  Poor P o p u l a t i o n  
Under C u r r e n t  and Revised Pover ty  C u t o f f s ,  1974 

( I n  m i l  1 i o n s )  

U.S. 

Population 

The Poor 

Using 
O f f i c i a l  
Poverty 
Cutoffs 

-- - 

Using Revised Poverty cutof f sa  

80% of  
Low-Cost 

80% of  

Family S i z e  Plan 

Persons 209.3 24 .3  39.2 39.9 41.4 55.4 

Families 55.7 5 . 1  8 .8  8 .7  9 . 0  1 2 . 8  

Unrelated 18 .9  4 . 8  8 . 4  8 . 2  !.4 9 . 2  
Individuals  

Children 4 9 . 8  7.5 10.4 11 .1  11.6 15 .4  
Ages 5-17 
In Families 

Source: Special  Tabulations from the March 1975 Current Population Sufvey. 

a 
Revised c u t o f f s  are i d e n t i f i e d  by the food plans,  a s  i n  Table IV-3. Revision of the 
c u t o f f s ,  however, invo lves  f a c t o r s  other than food plans.  



Adjustments for Family Size and Composition 

A s  noted i n  Chapter 11, a measure which i s  used t o  e q u i l i b r a t e  
s tandards  of need f o r  d i f f e r e n t  family s i z e  and composition i s  c a l l e d  an ' 

equivalence s ca l e .  The most ex t ens ive ly  developed equivalence s c a l e  
published by t h e  Federal  government i s  t h a t  which t h e  Bureau of Labor 
S t a t i s t i c s  uses  i n  connect ion with i t s  Family Budget s e r i e s .  Technical  
Paper I V ,  which inc ludes  a  d e s c r i p t i o n  of t h e  s c a l e ,  concludes t h a t  
because of t e c h n i c a l  shortcomings i n  t h e  d e r i v a t i o n ,  i t  should not  be 
used f o r  ad jus t i ng  poverty s tandards  f o r  family s i z e  and composition. 
It i s  presented here  t o  i l l u s t r a t e  some problems encountered i n  t h e  con- 
s t r u c t i o n  of equiva lence  s c a l e s .  The BLS equiva lence  s c a l e  i s  i l l u s t r a t e d  
i n  Table 10. 

Ea r ly  consumption s t u d i e s  suggested t h a t  the  percentage of income a 
family spends on p a r t i c u l a r  goods changes a s  t he  f ami ly ' s  income changes. 
With n e c e s s i t i e s  such a s  food, t h e  percent  of income spent  on such goods 
d e c l i n e s  a s  t h e  income inc reases .  Thus, two, otherwise equiva len t  f a m i l i e s  
w i th  d i f f e r e n t  incomes would spend d i f f e r e n t  percentages of t h e i r  income 
on food. This  i s  t he '  b a s i s  for  an assumption t h a t  f ami l i e s  spending equal  
p ropor t ions  of t h e i r  incane on food a r e  l i v i n g  a t  equ iva l en t  l e v e l s  i n  a l l  
ways. This b a s i c  assumption i s  'used i n  t h e  c o n s t r u c t i o n  of t h e  BLS 
equiva lence  s ca l e .  Furthermore, i n  developing the  s c a l e ,  smoothings and 
r e p l o t t i n g  of d a t a  were. performed because t h e  a c t u a l  d a t a  used did no t  
i n i t i a l l y  f i t  ba s i c  preconcept ions t h a t  a  s c a l e  should i nc rease  with 

. f ami ly  s i z e ,  o t h e r  v a r i a b l e s  he ld  cons t an t .  The a r b i t r a r i n e s s  of t he  
b a s i c  assumption and ' the  p e c u l i a r  behavior  of t h e  d a t a  have caused the  
Bureau of Labor S t a t i s t i c s  t o  a l e r t  u se r s  t o  t h e  l i m i t a t i o n s  of i t s  
equiva lence  s ca l e .  

The c u r r e n t  poverty measure c o n s i s t s  of a  mat r ix  of c u t o f f s  f o r  124 
d i f f e r e n t  family s i z e s  and types.  Sixty-two of t he se  c u t o f f s ,  by family 
s i z e ,  age and sex of head, and number of r e l a t e d  c h i l d r e n  under 18,  were 
s e p a r a t e l y  der ived on t h e  b a s i s  of d i f f e r e n t  n u t r i t i o n a l  requi rements ,  
except  t h a t  one-person household c r i t e r i a  were der ived from the  two-person 
r e l a t i o n s h i p  r a t h e r  than  f r an  t h e  food requi rements ,  because of considera-  
t ions and l i m i t a t i o n s  d i scussed  i n  Technical Paper X I .  In  a d d i t i o n ,  a  
downward adjustment for  farm res idence  was made to  account for  t h e  noncash 
incane of home-grown food, i nc reas ing  t h e  number of c u t o f f s  t o  124. ' ~ n  
equivalence s c a l e  can be der ived  from these  c u t o f f s  by using t h e  poverty 
l i n e  i n  t he  c u r r e n t  poverty measurement system f o r  a  four-person, two- 
c h i l d ,  male-headed, nonfarm family a s  t h e  base s e t  a t '  100, and then  
indexing a l l  o the r  poverty l i n e s  f o r  the  remaining 123 family types  i n  
r e l a t i o n  t o  t h i s  base.  Table 11 shows the  der ived equivalence s ca l e  which 
could  be used t o  a d j u s t  o t h e r  poverty l i n e s  f o r  family s i z e  and type. A s  
f i n e l y  ad jus ted  a s  t h e  poverty t h r e sho lds  a r e ,  however, it i s  s t i l l  neces- 
s a r y  t o  make approximations i n  ass ign ing  t h e  t h r e sho lds  t o  va r ious  types 
of f ami l i e s .  For example, a  th reshold  i s  assigned to  a  (nonfarm) f ive-  
person female-headed family wi th  t h r e e  c h i l d r e n .  There a r e  many such 
f a m i l i e s ;  t h e  range of c h i l d r e n ' s  ages can be g r e a t ,  and the  two a d u l t s  
can  be young o r  o l d ,  male o r  female. 



Table  10. Revised Equ iva lence  S c a l e  1/ 
f o r  Urban F a m i l i e s  o f  D i f f e r e n t  S i z e ,  Age, and-composition 

(4-person family-husband,  age 35 t o  54,  w i f e ,  2 c h i l d r e n ,  o l d e r  6 t o  15=100) 

-- 

I A g e  o f  head  

S ize  and  type  o f  f a m i l y 2  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  One person  

. . . . . . . . . . . . . . . . . . . . . .  T w o  persons :  average3 .  
. . . . . . . . . . . . . . . . . . . . . . . . . .  Husband and w i f e  

. . . . . . . . . . . . . . . . . . . . . . . .  One paren t  and  c h i l d  

. . . . . . . . . . . . . . . . . . . . . .  Three  persons:  average3  

Husband, wi fe,  c h i l d  under 6 .  . . . . . . . . . . . . . . . . . .  
Husband, wi fe,  c h i l d  6-15 . . . . . . . . . . . . . . . . . . . .  
Husband, wi fe,  c h i l d  1 6 - 1 7 . .  . . . . . . . . . . . . . . . . . .  
Husband, wi fe,  c h i  Id  18 o r  over  . . . . . . . . . . . . . . . . .  
One parent, 2 c h i l d r e n  . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . .  F o u r  persons:  average3 

Husband, wi fe,  2 chi ldren,  (o lder  under 6) . . . . . . . . . .  
Husband, wife, 2 chi ldren,  (o lder  6-15) . . . . . . . . . . . .  
Husband, wife, 2 chi ldren,  (o lder  16-17) . .  , . . . . . . . .  
Husband, wife, 2 chi ldren,  (o lder  18 or over )  . . . . . . . .  
One parent, 3 c h i l d r e n  . . . . . . . . . . . . . . . . . . . . . . .  

F i v e  persons:  average3  . . . . . . . . . . . . . . . . . . . . . .  
Husband, wi fe,  3 chi ldren,  ( o l d e s t  under 6) . . . . . . . . .  
Husband, wife, 3 chi ldren,  ( o l d e s t  6-15) . . . . . . . . . . .  
Husband, wife, 3 chi ldren,  (o ldes t  16-17) . . . . . . . . . .  
Husband, wife, 3 chi ldren,  ( o l d e s t  18 or over )  . . . . . . .  
One parent, 4 c h i l d r e n  . . . . . . . . . . . . . . . . . . . . . .  

Six persons or more: averoge3  . . . . . . . . . . . . . . . . . .  
Husband, wife, 4 ch i ld ren  or more, (o ldes t  under 6) . . . .  
Husband, wi fe,  4 c h i l d r e n  or more, (o ldes t  6-15) . . . . . .  
Husband, wi fe,  4 c h i l d r e n  o r  more, (o ldes t  16-17) . . . . .  
Husband, wife, 4 c h i l d r e n  o r  more, (o ldes t  1 8  or over )  . . 
One parent, 5 c h i l d r e n  or. more . . . . . . . . . . . . . . . . .  

SOURCE: Bureau of Labor Statistics. Revised Equivalence Scale for Estimating Eql 
(November 1968). derived from BLS Survey of Consumer Expenditures, 1960. 

.lent Incomes or Budlet Costs by Family Type, Bull. No. 1570-2 

'The scale values shown here are the percentages of the cost of goods ond services for family consumption of the base family 

(4 persons--husband, oge 35-54, wife, 2 children, older ch i ld  6-15 years) required to provide the some level of l iv ing for urbon 

families of different size, age, and composition. 

2~usbond-w i fe  and one-parent fomilies wi th their own chi ldren ( including adopted and stepchildren) present, but wi th no other 

persons l iv ing w i th  the family. 

' ~ c a l e  volues for individual family types weighted by the number of fomil ies of each type in  the universe. The overages include 

some types for which values were not shown separately becouse of the small number of such fomilies i n  the sample. 

4Revi sed. 



Table  11. Equiva lence  Mat r ix  I m p l i c i t  i n  C u r r e n t  Pover ty  Measure 

NONFARM 

FARM - 

S i z e  of Family Unit 

Male Head 

Person (Unrelated I n d i v i d u a l ) :  
Under 65 y e a r s  
65 Years and Over 
Persons : 
Head Under 65 Years 
Head 65 Years and Over 
Persons 
Persons 
Persons 
Persons 
o r  More Persons 

Number of  Related Children Under 18 Years Old 

Female Head 

Person (Unrelated I n d i v i d u a l ) :  
Under 65 Years 
55 Years and Over 
Persons : 
Head Under 65 Years . 
Head 65 Years and Over 
Persons 
Persons 
Persons 
Persons 
o r  More Persons 

None 

Male Head 

4 

Person (Unrelated Ind iv idua l )  :, 
Under 65 Years 
65 Years and Over 
Persons : 
Head Under 65 Years 
Head 65 Years and Over 
Persons 
Persons 
Persons 
Persons 
o r  More Persons 

5 6 1 

Female Head 

2 3 

Person (Unrelated I n d i v i d u a l ) :  
Under 65 Years 
65 Years and Over 
Persons : 
Head Under 65 Years 
Head 65 Years and Over 
Persons 
Persons 
Persons 
Persons 
o r  More Persons 

SOURCE: Moll ie  Orshansky, Of f ice  o f 'Research  and S t a t i s t i c s ,  S o c i a l  S e c u r i t y  Administrat ion 



Some argue t h a t  modern computer technology can hand le  more d e t a i l e d  
t h r e s h o l d s .  S t a t i s t i c a l  d e f i n i t i o n s  of pover ty  could  conce ivab ly  be based 
on ta i lor-made food p lans  f o r  .each f a m i l y ,  f i t t i n g  t h e  age and sex  of 
e v e r y  f a m i l y  member. Another view h o l d s  t h a t  such f i n e  d i s t i n c t i o n s  a r e  
no t  mean ingfu l ,  s i n c e  n u t r i t i o n a l  s t a n d a r d s  and food p lans  a r e  themselves  
on ly  approximat ions  s u b j e c t  t o  e r r o r .  Moreover, it i s  ha rd  t o  b e l i e v e  
t h a t  f a m i l i e s  themselves  can and do a d j u s t  spending p a t t e r n s  t h i s  i n c r e -  
menta l  1 y. 

S i m p l i f i c a t i o n  of t h e  s t a n d a r d s  by e l i m i n a t i n g  some of t h e  s i z e  and 
composi t ion d i f f e r e n c e s  i n  t h e  pover ty  l i n e s  has  been proposed.  One r e a s o n  
f o r  t h i s  is  t h a t  t h e  d i f f e r e n c e s ,  which a r e  based on n u t r i t i o n a l  r e q u i r e -  
men ts ,  cannot  be r e p r e s e n t a t i v e  of t o t a l  income requ i rements .  It i s  no t  
l i k e l y  t h a t  t o t a l  consumption p a t t e r n s  v a r y  by fami ly  s i z e  and composi t ion 
i n  t h e  same way t h a t  n u t r i t i o n a l  r equ i rements  do ,  o r  t h a t  v a r i a t i o n s  f o r  
o t h e r  b a s i c  needs can be a s  p r e c i s e l y  measured a s  n u t r i t i o n a l  needs .  
Moreover, a  s i m p l i f i e d  s t r u c t u r e  would more c l o s e l y  approximate common 
a d m i n i s t r a t i v e  income e l i g i b i l i t y  s t a n d a r d s ,  which make d i s t i n c t i o n s  on ly  
f o r  f ami ly  s i z e .  Chapter  V d i s c u s s e s  t h e  s t a t i s t i c a l  r e s u l t s  of progres-  
s i v e l y  reduc ing  t h e  number of t h r e s h o l d s  by e l i m i n a t i n g  d i s t i n c t i o n s  based 
on r e s i d e n c e ,  sex  of head,  and t h e  p resence  of c h i l d r e n .  F u r t h e r  s i g n i f i -  
c a n t  d e t a i l s  about t h e  c o n s t r u c t i o n  of t h e  pover ty  t h r e s h o l d s  a r e  t o  be 
found i n  T e c h n i c a l  Papers  I and X I .  

It i s  p o s s i b l e  t o  use  Table  11 t o  d e r i v e  e q u i v a l e n c e  s c a l e s  wi th  l e s s  
s o p h i s t i c a t i o n .  For example,  one can e l i m i n a t e  t h e  farm/nonfarm d i f f e r e n c e  
and use  o n l y  t h e  nonfarm p o r t i o n  of t h e  t a b l e .  S i m i l a r l y ,  one can e l i m i n a t e  
d i f f e r e n c e s  f o r  sex  of head by us ing  on ly  t h e  male-headed, nonfarm p o r t i o n .  
It i s  no t  p o s s i b l e ,  however, t o  d e r i v e  a  s e t  of adjus tment  f a c t o r s  f o r  
f ami ly  s i z e  a lone  from t h i s  t a b l e .  Such f a c t o r s  must be d e r i v e d  from 
weighted average pover ty  c u t o f f s  which a r e  pub l i shed  each year  by t h e  Census 
Bureau i n  i t s  s e r i e s  on t h e  c h a r a c t e r i s t i c s  of low-income f a m i l i e s  ( C u r r e n t  
P o p u l a t i o n  R e p o r t s ,  S e r i e s  P-60). The weighted c u t o f f s  f o r  1 9 7 4 ' a r e  d i s -  
p layed i n  Chapter  I ,  Table  3 .  Equivalence  s c a l e s  d e r i v e d  from t h e  annual  
t a b l e s  of weighted c u t o f f s  v a r y  s l i g h t l y  from y e a r  t o  yea r  because  t h e  
t a b l e s  a r e  based on c u r r e n t  numbers o f  U.S. f a m i l i e s  of each t y p e .  S i m i l a r  
t a b l e s  can be d e r i v e d  based on t h e  number of poor f a m i l i e s .  

Equivalence  s c a l e s  d e r i v e d  from t h e  pover ty  m a t r i x  a r e  u s e f u l  f o r  
a n a l y t i c a l  purposes -- c h i e f l y  t o  compare a l t e r n a t i v e  pover ty  c u t o f f s  wi th  
t h e  o f f i c i a l  ones .  They a r e  used i n  t h i s  way i n  Chapter  V ,  which compares 
t h e  s i z e  and composi t ion of pover ty  p o p u l a t i o n s  under a l t e r n a t i v e  pover ty  
measures .  

Geographic Cost-of-living Differences 

One of t h e  most t roublesome concep t s  of pover ty  measurement i s  t h a t  
of geograph ic  c o s t - o f - l i v i n g  d i f f e r e n c e s .  Because of Congress iona l  i n t e r e s t  
i n  t h e  s u b j e c t ,  a s  noted i n  s e c t i o n  823 of  t h e  Educa t ion  Amendments of 1974,  
a s  w e l l  a s  because of concern  about t h e  problem among t e c h n i c i a n s ,  t h i s  



s t u d y  d i r e c t e d  c o n s i d e r a b l e  e f f o r t  i n p a n  a n a l y s i s  of  p o s s i b i l i t i e s  f o r  
i n c o r p o r a t i n g  such d i f f e r e n c e s  i n  a  p o v e r t y  measure.  Data s o u r c e s  examined 
i n c l u d e :  t h e  BLS Family Budget s e r i e s ,  s t a t e  s t a n d a r d s  of need f o r  t h e  
program of Aid t o  F a m i l i e s  w i t h  Dependent C h i l d r e n ,  t h e  1960 and 1970 
Decennia l  Censuses of Housing, t h e  C u r r e n t  P o p u l a t i o n  Surveys ,  t h e  1955 
and 1973 Farm Family L iv ing  Expend i tu re  Surveys ,  t h e  Consumer P r i c e  Index ,  
t h e  1955 and 1965 Household Food Consumption Surveys ,  and t h e  1960-61 
and 1972-73 Consumer Expend i tu re  Surveys .  I n  a d d i t i o n ,  economic l i t e r a t u r e  
and r e l a t e d  government s t u d i e s  on t h e  s u b j e c t  were reviewed,  and s p e c i a l  
s t u d i e s  were under taken  t o  s e e  i f  d a t a  l i m i t a t i o n s  o r  c o n c e p t u a l  problems 
cou ld  be overcome. M a t e r i a l  r e l e v a n t  t o  t h e  s u b j e c t  of geograph ic  d i f -  
f e r e n c e s  w i l l  be found i n :  T e c h n i c a l  Paper 111, L i t e r a t u r e  Review and Anno- 
t a t e d  B i b l i o g r a p h y ;  Techn ica l  Paper I V ,  The Bureau of Labor S t a t i s t i c s  
Family Budgets Program; Techn ica l  Paper V I I I ,  The 1972-73 Consumer Expend i tu re  
Survey; Techn ica l  Paper V ,  The Consumer P r i c e  Index ;  Techn ica l  Paper  X I I I ,  
Geographic D i f f e r e n c e s  and R e l a t i v e  P o v e r t y ;  T e c h n i c a l  Paper XV,  A n a l y t i c  
Suppor t  f o r  Cost-of-Living D i f f e r e n t i a l s  i n  t h e  Pover ty  T h r e s h o l d s ;  
T e c h n i c a l  Paper  I X ,  Inven to ry  of F e d e r a l  Data Bases Re la ted  t o  t h e  Measure- 
ment of P o v e r t y ;  and Techn ica l  Paper X I V ,  R e l a t i v e  ?leasure of Pover ty .  

'The c o n c l u s i o n  of t h i s  e x t e n s i v e  a n a l y s i s  i s  t h a t  a l though  t h e r e  may 
be geograph ic  d i f f e r e n c e s  i n  t h e  c o s t  of  l i v i n g ,  t h e r e  is '  no known way t o  
make s a t i s f a c t o r y  geographic  a d j u s t m e n t s  . t o  t h e  pover ty  c u t o f f s .  S i g n i f i -  
c a n t  problems stem from both unreso lved  c o n c e p t u a l  is 'sues d i s c u s s e d  i n  
Chapter  I1 and from d a t a  l i m i t a t i o n s  d i s c u s s e d  i n  Chapter  111. ' Research 
and s t a t i s t i c a l  a c t i v i t i e s  t h a t  might l e a d  t o  a  r e s o l u t i o n  of some of t h e  
problems a r e  d i s c u s s e d  i n  Chapter  V I .  The major l i n e s  of argument l e a d i n g  
t o  t h e  n e g a t i v e  f i n d i n g  a r e  reviewed h e r e  i n  some d e t a i l .  

Components of  .Geonravhic D i f f e r e n c e s  

Because it i s  n e c e s s a r y  t o  d e a l  s i m u l t a n e o u s l y  wi th  many o v e r l a p p i n g  
and i n t e r d e p e n d e n t  s u b j e c t s ,  i t  is  h e l p f u l  t o  d e s c r i b e  t h e  e lements  in -  
vo lved  i n  an  a n a l y s i s  of geograph ic  d i f f e r e n c e ~ .  The major components a r e  
r e s i d e n t i a l  c l a s s i f i c a t i o n ,  e l ements  of expense ,  t h e  t y p e s  of economic , 

measures ,  and l e v e l s  of l i v i n g .  

R e s i d e n t i a l  o r  Geographic C l a s s i f i c a t i o n  , 

A v a r i e t y  of r e s i d e n t i a l  o r  geograph ic  v a r i a t i o n s  can be exp lo red  i n  
a  s t u d y  of geograph ic  d i f f e r e n c e s .  For example,  p o l i t i c a l  boundar ies  such 
a s  s t a t e s  o r  c o u n t i e s ,  i n c o r p o r a t e d  p l a c e s  wi th  d i f f e r e n t  p o p u l a t i o n  dens i -  
t i e s ,  and r e g i o n s  l i k e  t h e  North o r  South a r e  most o f t e n  t h e  b a s e s  f o r  
r e s i d e n t i a l  c l a s s i f i c a t i o n .  Sometimes t h e  type  of i n d u s t r y ,  such a s  f a rming ,  
forms t h e  b a s i s  of t h e  d e f i n i t i o n .  I n  o t h e r  i n s t a n c e s ,  geograph ic  charac -  
t e r i s t i c s  such a s  h igh p l a i n s ,  mounta ins ,  o r  c o a s t a l  p l a i n s  o r  c l i m a t i c  
c h a r a c t e r i s t i c s  c o n s t i t u t e  t h e  d e f i n i t i o n .  I n  a d d i t i o n ,  sometimes t h e  c l a s s i -  
f i c a t i o n  i s  based on where people  l i v e ,  sometimes on where they  work, and 
sometimes on ,where  they  buy goods and s e r v i c e s .  U n f o r t u n a t e l y ,  t h e s e  
c l a s s i f i c a t i o n  sys tems a r e  not  m u t u a l l y  e x c l u s i v e .  For example, a  S tandard  



M e t r o p o l i t a n  S t a t i s t i c a l  Area (SMSA) i s  a  county  o r  group of con t iguous  
c o u n t i e s  t h a t  c o n t a i n s  a t  l e a s t  one c i t y  of  50,000 i n h a b i t a n t s  o r  more, 

I o r  " twin c i t i e s "  w i t h  a  combined p o p u l a t i o n  of 50,000 o r  more. A nonmetro- 
p o l i t a n  a r e a  i s  one t h a t  i s  not  w i t h i n  a  SMSA. The m e t r o p o l i t a n  c l a s s i f i -  
c a t i o n  d i f f e r s  t e c h n i c a l l y  from t h e  u r b a n - r u r a l  c l a s s i f i c a t i o n .  The urban 
p o p u l a t i o n  c o n s i s t s  of a l l  persons  l i v i n g  i n  p l a c e s  of a t  l e a s t  2,500 
i n h a b i t a n t s  i n c o r p o r a t e d  a s  c i t i e s ,  v i l l a g e s ,  boroughs ,  and towns. The r u r a l  
p o p u l a t i o n  i n c l u d e s  a l l  persons  l i v i n g  o u t s i d e  urban a r e a s .  The r u r a l  
p o p u l a t i o n  can be d i v i d e d  i n t o  two g roups ,  t h e  r u r a l  farm p o p u l a t i o n ,  which 
i n c l u d e s  r u r a l  people  r e s i d i n g  on fa rms ,  and r u r a l  nonfarm people .  When t h e  
terms farm and nonfarm a r e  used a s  a  dichotomy, t h e  nonfarm p o p u l a t i o n  
i n c l u d e s  t h e  r u r a l  nonfarm and urban groups .  But ,  r u r a l  people  can be 
found i n  SMSAs. I n  t h e  v a r i o u s  s t u d i e s ,  some d a t a  a r e  p resen ted  u s i n g  
one c l a s s i f i c a t i o n  sys tem,  and some a n o t h e r .  Th i s  i s  an i n h e r e n t ,  a lmost  
unavo idab le ,  problem when a  v a r i e t y  of d a t a  i s  used.  

Elements of  Expense 

Elements of expense such a s  food,  s h e l t e r ,  t r a n s p o r t a t  i o n ,  med ica l  
s e r v i c e s ,  and c l o t h i n g  a r e  u s e f u l  f o r  c a t a l o g i n g  p r i c e s  and e x p e n d i t u r e s  
by r e s i d e n t i a l  c a t e g o r y .  A l l  such e x p e n d i t u r e  c a t e g o r i e s  need t o  be 
exp lo red  i n  o r d e r  t o  a d j u s t  pover ty  c u t o f f s  f o r  r e s i d ~ n t i a l  d i f f e r e n c e s .  

Types of Economic Measures 

F r e q u e n t l y ,  two d i f f e r e n t  p h r a s e s  a r e  i n c o r r e c t l y  used i n t e r c h a n g e a b l y  
t o  d e s c r i b e  geographic  d i f f e r e n c e s .  The f i r s t  i s  d i f f e r e n c e s  i n  c o s t  of  
l i v i n g ,  which d e s c r i b e s  d i f f e r e n c e s  i n  t h e  s t y l e  of l i v i n g  between a r e a s  
and i n c l u d e s  both d i f f e r e n c e s  i n  t h e  p r i c e s  paid  f o r  p a r t i c u l a r  i tems and 
t h e  k inds  and q u a n t i t i e s  of goods purchased.  The second i s  d i f f e r e n c e s  i n  
p r i c e ,  which d e s c r i b e s  how the  p r i c e s  of a  f i x e d  market  baske t  v a r y  between 
a r e a s .  When one a rgues  t h a t  it i s  cheaper  t o  l i v e  i n  one p l a c e  than  a n o t h e r ,  
it i s  impor tan t  t o  know i f  he i s  r e f e r r i n g  t o  t h e  d i f f e r e n t  l i f e  s t y l e s  o r  
d i f f e r e n t  p r i c e s  i n  t h e  two p l a c e s .  Cost of l i v i n g  may appear  t o  be low i n  
an a r e a  because comsumption o r  e x p e n d i t u r e s  t h e r e  a r e  g e n e r a l l y  lower t h a n  
i n  o t h e r  a r e a s .  However, t h i s  may r e s u l t  from low p r e v a i l i n g  income l e v e l s  
and not  from d i f f e r e n c e s  i n  p r i c e s .  

Leve l s  of L iv ing  

Geographic d i f f e r e n c e s  i n  l i v i n g  c o s t s  appear  t o  v a r y  by l e v e l  of 
l i v i n g .  D i f f e r e n c e s  i n  t h e  c o s t  of new houses ,  no m a t t e r  how g r e a t ,  may ' 

not  a f f e c t  t h e  poor.  S i m i l a r l y ,  r e g i o n a l  d i f f e r e n c e s  i n  t h e  c o s t  of t h e  
l i b e r a l  food p lan  may not be r e l e v a n t  t o  a  s t u d y  of geograph ic  d i f f e r e n c e s  
i n  l i v i n g  c o s t s  faced by t h e  poor.  

Data Sources  f o r  Measuring Geographic D i f f e r e n c e s  

The l a c k  of d a t a  c o n s t i t u t e s  t h e  major o b s t a c l e  i n  ana lyz ing  t h e  
n a t u r e  and degree  of geographic  c o s t - o f - l i v i n g  d i f f e r e n c e s .  It i s  
commonly bu t  m i s t a k e n l y  b e l i e v e d  t h a t  t h e r e  i s  a  government c o s t - o f - l i v i n g  



index  f o r  almost  a l l  c i t i e s .  P r a c t i c a l l y  speak ing ,  o n l y  one s t a t i s t i c a l  
s e r i e s  p r o v i d e s  c u r r e n t  d a t a  about d i f f e r e n c e s  i n  l i v i n g  c o s t s ,  t h e  Family 
Budget s e r i e s  -pub l i shed  by t h e  Bureau of  Labor S t a t i s t i c s .  Because of  t h e  
s p e c i a l  s i g n i f i c a n c e  of t h i s  s e r i e s  f o r  d e a l i n g  wi th  q u e s t i o n s  of  p o v e r t y  
measurement i n  g e n e r a l  and w i t h  geograph ic  d i f f e r e n c e s  i n  p a r t i ' c u l a r ,  t h i s  
s t u d y  examined i t s  concep t s  and  coverage .  S i g n i f i c a n t  t e c h n i c a l  and con- 
c e p t u a l  problems were encountered i n  c o n s i d e r i n g  i t s  p o t e n t i a l  use i n  
p o v e r t y  measurement. These stem from t h e  use of e x p e n d i t u r e  and consump- 
t i o n  p a t t e r n s  i n  making r e g i o n a l  m o d i f i c a t i o n s  i n  t h e  market  b a s k e t ,  and 
from l i m i t a t i o n s  i n  t h e  a v a i l a b i l i t y  and c o m p a r a b i l i t y  of  p r i c i n g  d a t a .  
Techn ica l  Paper I V  d i s c u s s e s  f u l l y  t h e  c o n c e p t u a l  and t e c h n i c a l  problems 
encoun te red .  

It i s  impor tan t  t o  no te  t h a t ;  however s t r o n g  o r  weak i t s  concep tu2 l  
b a s i s ,  t h e  BLS s e r i e s  covers  o n l y  44 c i t i e s ,  and o b v i o u s l y  some s t a t e s  a r e  
not  r e p r e s e n t e d .  Even f o r  s t a t e s  wi th  c i t i e s  inc luded  i n  t h e  s e r i e s ,  t h e  
l e v e l  of  l i v i n g  i n  t h e  s t a t e  a s  a  whole may not  be r e p r e s e n t e d  by t h e  
average  c o s t  of l i v i n g  of t h e  p a r t i c u l a r  c i t y  o r  c i t i e s  covered .  The 
Family Budget s e r i e s  p rov ides  no way t o  measure t h e  d i f f e r e n c e s  i n  l e v e l  
o f  l i v i n g  between a  c i t y  and a  r u r a l  a r e a ;  t h e  c o s t  o f  l i v i n g  i n  a  c i t y  
t h a t  is  inc luded  i n  t h e  s e r i e s  cannot  be cons t rued  a s  being t y p i c a l  o f  
t h e  c o s t  of  l i v i n g  i n  r u r a l  a r e a s  away from t h e  c i t y .  

The c i t i e s  i n  t h e  Family .Budget s e r i e s  a r e  grouped by r e g i o n s ,  b u t  
t h e  c o s t  of l i v i n g  i n  t h e  c i t i e s  cannot  be cons t rued  a s  b e i n g  t y p i c a l  
of  l i v i n g  c o s t s  i n  t h e  r e g i o n .  S i g n i f i c a n t  d i f f e r e n c e s  occur  among t h e  
indexes  f o r  c i t i e s  w i t h i n  each r e g i o n .  

The Consumer P r i c e  Index i s  f r e q u e n t l y  but  i n c o r r e c t l y  c i t e d  t o  show 
geograph ic  v a r i a t i o n s  i n  p r i c e s .  The CPI measures average  changes i n  t h e  
p r i c e s  of goods and s e r v i c e s  u s u a l l y  bought by urban wage e a r n e r s  and 
c l e r i c a l  workers .  It i s  based on p r i c e s  of  approx imate ly  400 i tems s e l e c t e d  
t o  r e p r e s e n t  t h e  movement of  p r i c e s  of  a l l  goods and s e r v i c e s  purchased 
by such workers.  P r i c e s  a r e  o b t a i n e d  i n  39 major s t a t i s t i c a l  a r e a s  and 
1 7  s m a l l e r  c i t i e s .  There i s  no index f o r  smal l  towns o r .  r u r a l  a r e a s .  
Fur the rmore ,  t h e  CPI does  no t  measure a b s o l u t e  p r i c e  d i f f e r e n c e s  among 
t h e  c i t i e s ;  it measures o n l y  changes over  t h e  base  1967 p r i c e s  i n  each 
c i t y .  Some of t h e  p r i c e  d a t a  c o l l e c t e d  f o r  use  ' i n  t h e  CPI may be u s e f u l  
f o r  a n a l y z i n g  c o s t - o f - l i v i n g  d i f f e r e n c e s ,  b u t  an adequa te  a n a l y s i s  would 
r e q u i r e  a d d i t i o n a l  c o l l e c t i o n  of p r i c e  d a t a  and t h e  p r i o r  comple t ion  
o f  s i g n i f i c a n t  a n a l y t i c a l  s t u d i e s  s u p p o r t i n g  t h e  c o n s t r u c t i o n  o f  a  pover ty-  
l e v e l  market  baskec .  A d d i t i o n a l  i n f o r m a t i o n  about t h e  CPI i s  inc luded  i n  
Techn ica l  Paper V .  

Another d a t a  source  t h a t ,  on  t h e  s u r f a c e ,  would seem t o  o f f e r  some 
a s s i s t a n c e  i n  i n c o r p o r a t i n g  geograph ic  d i f f e r e n c e s  i n t o  p o v e r t y  measurement 
a r e  t h e  s t a n d a r d s  used by . ' t he  s t a t e s  i n  t h e  program of.  a i d  t o  f a m i l i e s  wi th  
dependent  c h i l d r e n .  An examina t ion  of  t h e s e  s t a n d a r d s  was made, f o r  t h i s  
s t u d y  t o  de te rmine  i f  t h e y  might be adapted f o r  t h i s  u s e .  These s t a n d a r d s  
a r e ,  however, not  comparable wi th  one a n o t h e r .  They e x h i b i t  g r e a t  v a r i a t i o n s  



because  of  v a r y i n g  assumpt ions  about f ami ly  needs .  S t a t e  AFDC s t a n d a r d s  
a r e  a l s o  a f f e c t e d  by s t a t e  a t t i t u d e s  towards w e l f a r e  spending a s  in-  
f l u e n c e d ,  f o r  example, by f i s c a l  s i t u a t i o n s .  The manner of c o n s t r u c t i n g  
and m a i n t a i n i n g  t h e s e  s t a n d a r d s  i n  each s t a t e  i s  d e s c r i b e d  i n  Techn ica l  
Paper 111. 

The s t u d y  a l s o  examined t h e  major F e d e r a l  d a t a  b a s e s  t o  de te rmine  i f  
t h e y  might be used f o r  a d j u s t i n g  t h e  pover ty  c u t o f f s  f o r  geograph ic  d i f -  
f e r e n c e s .  Important  a s p e c t s  of t h e  geograph ic  s e n s i t i v i t y  of t h e  Consumer 
Expend i tu re  Surveys a r e  d i s c u s s e d  i n  Techn ica l  Paper VIII; t h e  o t h e r  major 
d a t a  s o u r c e s  a r e  d e s c r i b e d  b r i e f l y  i n  Chapter  111 and i n  d e t a i l  i n  Techni- 
c a l  Paper I X .  

Major Conceptual  Problems 

The concep tua l  problems encountered i n  d e a l i n g  w i t h  geographic  d i f -  
f e r e n c e s  i n  l i v i n g  .cos ts  a r e  s e r i o u s .  A g e n e r a l l y  accep ted  market  b a s k e t  
o f  goods and s e r v i c e s  r e p r e s e n t a t i v e  of t h e  needs of t h e  poor i n  v a r i o u s  
geograph ic  a r e a s  has  not  y e t  been developed.  Moreover, t h e r e  a r e  i n h e r e n t  
d i f f i c u l t i e s  i n  d e r i v i n g  such a  market  b a s k e t  due t o  d i f f e r e n c e s  i d  t a s t e s  
a s  w e l l  a s  needs .  I d e a l l y ,  one would want t o  e n s u r e  t h a t  an i n d i v i d u a l  
would d e r i v e  equa l  s a t i s f a c t i o n  from t h e  v a r i o u s  market  b a s k e t s  p r i c e d  
i n  d i f f e r e n t  geographic  a r e a s .  One example of t h e  d i f f i c u l t i e s  i n  e n s u r i n g  
e q u a l  s a t i s f a c t i o n  i s  g iven  i n  t h e  food component of  t h e  BLS budge t .  
Regional  v a r i a t i o n s  a r e  i n c o r p o r a t e d  i n t o  t h e  food-at-home component based 
upon r e g i o n a l  consumption p a t t e r n s  a s  r e f l e c t e d  i n  t h e  U.S. Department 
of A g r i c u l t u r e ' s  1965 Household Food Consumption Survey.  Larger  we igh t s  
a r e  g i v e n  t o  pork and l a r d  i n  t h e  South than  i n  t h e  N o r t h e a s t ,  compared 
t o  l a r g e r  we igh t s  f o r  beef and but ' ie r  i n  t h e  Nor theas t  v e r s u s  t h e  South .  
I n  o r d e r  t o  argue t h a t  t h e s e  weight v a r i a t i o n s  based upon r e g i o n a l  
consumption p a t  t e r n s  a r e  v a l i d  f o r  use  i n  a  geograph ic  c o s t - o f - l i v i n g  
i n d e x ,  t h e  fo l lowing  q u e s t i o n s  would need t o  be answered.  Would a  r e p r e -  
s e n t a t i v e  i n d i v i d u a l  be e q u a l l y  s a t i s f i e d  wi th  e i t h e r  t h e  Southern  o r  
t h e  N o r t h e a s t e r n  market  b a s k e t s  of  food when t h e  Sou thern  baske t  c o n t a i n s  
more pork and l a r d  and l e s s  beef and b u t t e r  than  t h e  N o r t h e a s t e r n  b a s k e t ?  
O r  is  i t  t h e  c a s e  t h a t  t h e  d i f f e r e n t  consumption p a t t e r n s  i n  t h e  Nor theas t  
and South might r e f l e c t  d i f f e r e n c e s  i n  r e a l  incomes? 

Without b e l a b o r i n g  t h e  p o i n t ,  i t  may be h e l p f u l  t o  examine ano the r  
example,  g i v e n  by t h e  weight v a ' r i a t i o n s  between t h e  m e t r o p o l i t a n  and non- 
m e t r o p o l i t a n  a r e a s '  market  b a s k e t s  i n  t h e  i n t e r m e d i a t e  budget f o r  house 
f u r n i s h i n g s .  The market  baske t  f o r  pe r sons  l i v i n g  i n  m e t r o p o l i t a n  a r e a s  
c o n t a i n s  1 .44  s h e e t s  ( i . e . ,  t h e  fami ly  purchases  on t h e  average 1 .44 
s h e e t s f y e & )  and t h e  market  baske t  f o r  pe r sons  l i v i n g  i n  nonmet ropo l i t an  
a r e a s  c o n t a i n s  1 .30 s h e e t s .  There a r e  probably  many f a c t o r s  e x p l a i n i n g  
why t h e  e m p i r i c a l  d a t a  show such a  d i f f e r e n c e  i n  spending p a t t e r n s .  For 
whatever r e a s o n ,  i n  o r d e r  t o  use t h e  fami ly  budget indexes  t o  make 
c o s t - o f - l i v i n g  compar isons ,  it i s  n e c e s s a r y  t o  assume t h a t  an i n d i v i d u a l  
l i v i n g  i n  a  nonmet ropo l i t an  a r e a  would be j u s t  a s  s a t i s f i e d  r e p l a c i n g  h i s  
s h e e t s  l e s s  f r e q u e n t l y  than  i f  he l i v e d  i n  a  l a r g e r  a r e a  and r e p l a c e d  h i s  



s h e e t s  m o r e ' f r e q u e n t l y .  The i n t e n t  o f  p r e s e n t i n g  t h e  above two examples i s  
t o  p o i n t  o u t  t h e  t h e o r e t i c a l  problems and t h e  i m p l i c a t i o n s  o f  a r b i t r a r i l y  
u s i n g  consumption o r  e x p e n d i t u r e  d a t a  i n  t h e  f a m i l y  budge t s  t o  a d j u s t  t h e  
a r e a  market  b a s k e t s  i n  o r d e r  t o  make geograph ic  c o s t - o f - l i v i n g  compar isons .  

Evidence o f  Geographic D i f f e r e n c e s  

Evidence of geographic  d i f f e r e n c e s  i n  l i v i n g  c o s t s  i s  s k e t c h y  and 
i n c o n s i s t e n t .  A s  noted p r e v i o u s l y ,  t h e  most prominent1  y  mentioned s o u r c e  
o f  d a t a  i s  t h e  Bureau of  Labor S t a t i s t i c s '  Family Budgets.  As s t a t e d  
e a r l i e r ,  t h e s e  Budgets have c e r t a i n  i n h e r e n t  l i m i t a t i o n s  which p r e c l u d e  . 
t h e i r  use  a s  a c c u r a t e  measures of  c o s t - o f - l i v i n g  d i f f e r e n c e s .  They a r e  
p u b l i s h e d '  q u a r t e r l y  f o r  44 urban a r e a s  i n  terms of  two h y p o t h e t i c a l  f a m i l i e s  
and t h r e e  l e v e l s  of l i v i n g .  . One f a m i l y  i s  a  four-person,  f a m i l y  wi th  a  
fully-employed f a t h e r  aged 38 ,  a  non-working w i f e ,  and two c h i l d r e n  aged 
13  and 8 ;  t h e  o t h e r  is  a  r e t i r e d  c o u p l e .  The t h r e e  l e v e l s  of  l i v i n g  a r e  
h i g h ,  i n t e r m e d i a t e ,  and low. The t o t a l  c o s t  of t h e  budge t s  i s  based on a  
market  b a s k e t  of goods and s e r v i c e s  t h e o r e t i c a l l y  consumed by t h e  hypothe- 
t i c a l  f a m i l i e s ;  t h e  c o n t e n t  of  t h e  b a s k e t s  i s  based p a r t l y  on needs s t a n d a r d s ,  
p a r t l y  on observed consumption p a t t e r n s ,  and p a r t l y  on judgments by t h e  BLS 
s t a f f .  

Tab le  12 i n d i c a t e s  ' the  range  of t h e  lower budget and shows t h a t  ext reme 
v a r i a t i o n s  occur  i n  o n l y  a  few c a s e s .  Two c i t i e s  -- Honolulu and Anchorage 
-- o b v i o u s l y  c o n s t i f u t e  s p e c i a l  c a s e s ,  and a r e  t h u s  omi t t ed  i n  commenting 
on t h e  t a b l e .  Using t h e  U.S. ave rage  urban c o s t  a s  a  base  of  100,  t h e  
range  f o r  t h e  t o t a l  budget i s  -from 88 i n  A u s t i n  t o  108 i n  Boston and i n  
San Francisco-Oakland.  For food ,  t h e  range i s  from 89 i n  Aus t in  t o  112 i n  
New York-Northeas tern  New J e r s e y .  For t r a n s p o r t a t i o n ,  t h e  range i s  from 
84 i n  t h e  New York a r e a  t o  104 i n  Buffalo. ;  b u t  i n  t h e  nonmet ropo l i t an  
urban a r e a s  i n  t h e  n a t i o n  a s  a  whole i t  i s  123. The index f o r  medical  
c a r e  r anges  from 84 i n  Green Bay t o  122 i n  Los Angeles-Long Beach. 
P e r s o n a l . i n c o m e  t a x e s  range from 66 i n  A u s t i n  t o  131 i n  Boston.  

~ h e s e  budge t s  a r e  based on d i f f e r e n t  market  baske t s .  i n  each c i t y .  
Tab le  13 shows f a m i l y  budget index  numbers which r e s u l t  when t h e r e  is  no 
ad jus tment  f o r  r e g i o n a l  consumption p a t t e r n s ,  a v a i l a b i l i t y  of p u b l i c  
t r a n s p o r t a t i o n ,  and c l i m a t i c  v a r i a t i o n s .  The e f f e c t  i s  t o  r educe  i n t e r -  
a r e a  d i f f e r e n t i a l s  i n  consumption c o s t s  between t h e  h i g h e s t  and lowest  
c o s t s .  

The, f a c t o r s  i n  Table  13 a r e  based on t h e  i n t e r m e d i a t e  budge t s .  It 
can  be observed by comparing them t o  f a c t o r s  i n  Table  12 t h a t  i n t e r - c i t y  
v a r i a t i o n s  a r e  s m a l l e r  .a t  t h e  lower than  a t  t h e  i n t e r m e d i a t e  budget l e v e l .  
Thus,  t h e  measurement of geograph ic  d i f f e r e n c e s  depends on t h e  budget 
l e v e l .  There i s  no publi ,shed s t a t i s t i c a l  s e r i e s  showing geograph ic  
d i f f e r e n c e s  a t  t h e  pover ty  l e v e l ,  a s  c u r r e n t l y  d e f i n e d .  

For t h i s  s t u d y ,  d i f f e r e n c e s  i n  l i v i n g  c p s t s  were examined,  based on 
r e a d i l y  a v a i l a b l e  comsumption d a t a ,  by t h e  Economic Research S e r v i c e  o f  



Table 12 . Indexes of Comparative Cos ts  
Based on a Lower Budget for  a Four-Person Family. Autumn 1974 - 1/ 

(U  . S.  urban average cost=100) 

Area 

Urban United States .................................... 
Metrapohtan areas' .................................. 
Nonmetropolitan areas ' ............................... 

Northeast: 
. ........................................ Boston Mass 

BuHalo . N.V. ..................................... 
...................................... Hartford . Cann 
........................................ Lancarter . Pa 

New York.Northeastern. N.J ...................... .... 
.. Phdadelphta . Pa N.J ................................ 

.................................... P~ttsburgh . Pa 
.................................... . Portland Maine 

Nonmetropolitan areas* ............................... 

North Centrat- 
.................................. Cedar Rapads . Iowa 

Champangn.Urbana . Ill ............................... 
Ch~cago . Ill .. Northwestern Ind .......................... 

............................... Clncmnati . Ohio-Ky- lnd 
Cleveland . Ohio ....................................... 
Oaylon . Oh80 ......................................... 
Oetro~t . Mich ......................................... 
Green Bay, Wis ....................................... 
Ind~anapolns.Ind ..................................... 
Kansas City . Mo .Kans ................................ 
M~lwaukee . Wis ............ 

. ........................... Mmneapol~s.St . Paul Mmn 
St LOUIS . Mo .. Ill ........................... -....... 
Wtchlta, Kans ........................................ 
Nonmetropot~tan areas' ............................... 

South 
Atlanta . Ga ........................................... 
Austin . Ter .......................................... 
Balt~more . Md ..................... 
Baton Rouge . La .................................... 
Dallas . Te ........................................... 

......................................... Du1ham.N.C 
Houston . Te: ......................................... 
Nashwlle . Tenn ...................................... 
Orlando . Fla .......................................... 
Washmgton . O.C..Md .. Va .............................. 
Nonmetropolitan areas ' ............................... 

West: 
Bakersfneld . Cald .................................... 
Denver . Colo 
Lor Angeles-Long Beach . Calil .......................... 

..................................... San Doego . Calif 
San Franc~sco.OakIand. Calif ........................... 

. .......................... Seattle.Everett Wash 
Honolulu . Hawa~i 
Nonmetropolitan areas' ................... ....... 

Anchorage . Alaska ........................................ 

.. 

lotal  
con- 
l imp- 
t i on  

.. 

I W  
101 
95 

106 
101 
108 
98 

106 
100 
% 

104 
98 

95 
lo3 
104 
95 

100 
96 
99 
95 
99 
99 
99 
99 
97 
96 
97 

95 
91 

100, 
93 
94 
97 
95 
94 
98 

104 
91 

% 
98 

. 104 
102 
108 
107 
I20 
98 

143 

- 

... 

r a m  

100 
101 
94 

104 
101 
105 
102 
112 
108 
101 
102 
100 

91 
98 

103 
102 
IW 
101 
103 
91 
97 

102 
94 
98 

102 
97 
95 

% 
89 
95 
% 
90 
94 
95 
91 
91 

102 
91 

94 
98 
98 
97 

102 
104 
120 
95 

122 - 
SOURCE: Bureau of  Labor S t a t l e c i e s  . Monthly Labor Review (June 1975) . 

The lamdy consnstr 01 an employed husband . age 38. a wile not employed outside 
the homr. an 8-year-old girl . and a I3.year-old boy . 

8 Housmg includes shelter . housefurnishings and household operations . The hiphe* 
budget also mcludes an allowance for lodging away lrom home clty . 

1 Renter costs include average conlract rent plus the cost of required amounts of 
heating luel. gas. electr~clty . water. specified equipment. and Insurance on household 
contents . 

4 The average costs o l  automobile owners and nonowners in t h  lower budget were 
welghted by the lollow~ng proportions of families: Boston . Chocago . New Yolk. and 
phlladelphla . 50 percent lor h l h  automobdr owners and nonowners; all other metro- 
polltan areas. 65 percent lor automobde owners . 35 percent lor nonownars; nonmetro- 
polltan are as. IW percent for automob~le owners . The mtermediale budgetproport~ons 
are . Boston . New York . Ch~cago . and Phdadelphia . 80 percent for owners . 20 percent 
lor nonowners; Baltimore . Cleveland . Detro~t . 10s Angales . Pinsburgh . L n  Francouo . 

. . 

Food 
a t  

tome 
.. 

IW 
101 
96 

105 
101 
105 
I03 
I l l  
107 
LOO 
102 
102 

90 
99 

104 
103 
97 

102 
102 
92 
98 

102 
94 
98 

103 
97 
98 

% 
88 
94 
97 
87 
95 
93 
91 
90 

101 
92 

94 
98 
97 
95 

102 
104 
124 
97 

127 
. 

C a t  of fami ly  consumption 

.. 

"to- 
obile 
m e n  
.. 

LOO 
103 
92 

118 
106 
105 
94 

107 
I11 
95 
97 
95 

89 
94 

120 
95 

102 
93 
99 
93 

101 
99 
94 
97 

105 
95 
90 

94 
97 

IW 
96 
98 
92 
% 
95 
95 

102 
91 

102 
97 

I07 
106 
110 
104 
I15 
93 

119 

. 

. 

loth 
ing  

. 
1W 
101 
94 

98 
I11 
107 
103 
IW 
95 
95 

101 
95 

111 
115 
100 
99 

106 
99 

101 
107 
97 

I01 
106 
IW 
94 
99 
99 

% 
100 
97 
96 
93 
93 
94 

103 
90 
93 
89 

97 
I17 
104 
106 
112 
113 
101 
105 

I22 

. 

. 

Per- 
onal 
care 

.. 

IW 
103 
87 

101 
101 
I21 
96 

101 
IW 
I01 
IW 
82 

106 
99 

108 
95 

I19 
98 

108 
I04 
101 
112 
106 
107 
105 
104 
89 

104 
102 
101 
104 
103 
107 
I06 
I 8  
91 
% 
87 

102 
98 
98 
99 

112 
106 
113 
91 

123 

. 

. 

Mi- 
cal 
.re ' 

. 
1W 
103 
87 

% 
88 
96 
85 

110 
101 
87 
95 
89 

88 
98 

105 
87 
98 
88 

103 
84 

102 
97 
94 
93 
88 
95 
83 

95 
95 

110 
87 

114 
106 
105 
89 

106 
104 
86 

110 
94 

122 
I18 
111 
106 
105 
91 

157 

. 

. 

Ither 
ami l l  
con- 
urnp . 
lion' 
... 
IW 
104 
81 

106 
106 
112 
92 

114 
105 
I01 
lo8 
81 

101 
99 

108 
104 
105 
I08 
104 
98 

107 
I02 
103 
104 
99 

101 
83 

106 
102 
101 
lo3 
104 
I03 
99 

I04 
103 
107 
81 

91 
98 
% 
95 

LO3 
103 
LO6 
79 

I W - 

. 

Per- 
ional 
lcome 
axes 

St Louis . and Washington . O.C. with popvlations of 1.4 mdlion or more in 1960 . 95 
pcrcrnt for automobile owners and 5 percent lor nonowners: a l l  other areas . 100 per- 
Ctnt lor automobile owners . The higher budget weight is 100 percent lor automobile 
Owners m all areas . 
' I n  total medical care . the average costs of medical lnsurance were weighted 

by thr  lollowmg proportions: 30 percent lor families paying full cost o l  insurance. 26 
percent for lamher paying half costs; 44 percent lor lamhes covered by noncontrlbu- 
tory Insurance plans (paid by employer) . 
' Other lamity mnsumptjon includes average Costs for readong. recreation. tobacco 

products . alcoholic beverages . educatton and mixellanrous expenditures . 
AS d e f m d  in 1 M 1  . For a detailed descr8ption of these and previous geopraph . 

lcal boundarms . w e  the 1967 ed~tion of Standard Metropolitan Statistical Areas . 
prepared by the Onice of Management and Budget . 

* Places with POpulatlOn of 2.500 to 9.W. 



Table  13.  Family Budget and Fixed Weight Indexes  
of Family L iv ing  C o s t s ,  Autumn 1974 

I Family budget indele!  

Index 1 I- 

AIea 

U.S. urban average costs .......... $14.333 I 

Total cost  
(Including 

Income 
and ~ o c l a l  

Urban Un.ted Stales .............. 1W 
Metmpol~lan awas I... ...... 102 
Nonmet#opoldan areasa ....... 90 

Northeast: 
Boston. Mass ................ 

................. Bunalo, N.Y 
Harlfo~d. Conn ............... 
Lancasler. Pa ................ 
New York-Northearlern N.1.:. 
Philadelphia. Pa.-N.J ......... 
Ptttsburph. Pa ............... 
Portland. Maine .............. 
Nonrnetropolitan areas * ...... 

:onsump. 
on c a t s  

- 
lndex 2 

$10.781 

I W  
102 
91 

I14 
105 
111 
98 

111 
,101 

% 
104 
99 

97 
102 
104 
97 

103 
95 

I01 
% 
I W 
98 

101 - 

117 
107 
108 
99 

116 
103 
97 

103 
99 

North Central: 
Cedar Rapids, Iowa ........... 
Champaign-Urbana, 111 ........ 
Chicago, Ill.-Northwestern Ind. 
Cincinnati. Ohio-Ky.-lnd ...... 
Cleveland. Ohio .............. 
Oayton. Ohio ................. 
Detroit. Mich ................. 
Green Bay. Wis ............... 
Indianapolis, Ind .............. 
Kansas City. Mo.-Kans ........ 
Milvauhee. Wis .............. 

I Family budget fndexe 

98 
102 
103 
96 

102 
93 

I W  
99 
99 
97 

105 

l i on  
costs 

adjusted 
f W  

cllmale 

-- 

Conrumc 
l lon cost 

not  
a d j u s t r  

for  
cl lmate ' 

- 
Total c m  

Area (lncludln 
Income 

and soclz 
security 
t a r n ) :  

M~nneapolis-St. Paul. Minn ... 
St. Louis. Mo .- Ill ............ 
Wichita, Kans ............... 
Nonmstropol~tan areas. ...... 

,"th' 
Atlanta. Ga ................. 
Austin. Te i  ................. 
Balt~more. Md .............. 
Baton Rouce. La ............. - .  
Dallas. Ter ................. 
Durham. N.C ................ I 
Houston. Ter ............... 
Nashville. Tenn ............. 1 
Orlando. Fla. ............... 
Washmgton. D.C.-Md.-Va .... 
Nonmetrowlitan areas' ...... 

est: 
Bakersf~eld. Csld ............ 
Denver. Colo ................ 
Lor Angeles-Low Beach. 

Cald ..................... 
San Oiego. Cald ............. 
San Francmo-Oakland. Calif. 
Seattle-Everell. Wash ........ 
Nonmetropolitan arras '...... 

lnolulu. Hawaii ................ 
~chorage. Alaska ............... 

Consump 
t l on  

c m t l  
ad jur ted 
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SOURCE: B u r e a u  of Labor S t a t i s t i c s ,  M o n t h l y  Labor Review (June 1975) .  

I Indexes reflect dlnrrences in  average pricer. varialions in  budget items and These Indexes calculated from costs of constanl markel basket for urban family of 4 
quant~ty we~ghtr associated wtth ddferences In food consumplion patterns. climate. pnsonr. reflect only average price levels m d  climatic rsquirsmants. 
availabtlity of public Iransportat~on. and life styles in  metropolitan and nonmetropoltlan calculated from costs of market basket for ,,,ban family of persons, N~ areas. Total cosl indexes also renect differences i n  Federal. Slate, and local income lax adjuslmEnls made for climate, lndeler ,meet only dinerenca in avsrage price 
rsquirements. levels. 

Consumplion costs equal tolal cosl minus personal income tales, social se,curity I defined in lwl, F~~ detailed drscription of these pmgnphical boundarin, 
tares. and olhsr nonconsumption items. These indexes renecl al l  remaining sources standard ~ ~ ~ ~ , , ~ ~ l i ~ ~ ~  ~ t ~ t l ~ t i ~ , l  A ~ ~ ~ ~ ;  E ~ ~ ~ ~ ~ , ~ ~  ofice of the preridont, 
of variatm. Burwu of the Budpel. 1967. 

The b u d  weigh1 slrvclvre excludes repion, transportation, and city sire variations. . places 2,500 lo 5 0 . 0 ~  inhabitants, 

t h e  Department of  A g r i c u l t u r e .  The fo l lowing  summary i s  e x c e r p t e d  
t h e  r e p o r t ,  which is  reproduced a s  T e c h n i c a l  Paper XV: 

A n a l y s i s  of t h e  1965 Household Food Consumption Survey 
s u g g e s t s  t h a t  t h e  key i s s u e  concern ing  d i f f e r e n t i a l s  i n  food 
e x p e n d i t u r e s  between urban and r u r a l  a r e a s  was home-produced 
food.  T h i s ,  of  c o u r s e ,  was t h e  c e n t r a l  argument f o r  t h e  
o r i g i n a l  farm d i f f e r e n t i a l  i n  t h e  c u r r e n t  pover ty  t h r e s h o l d .  
Producing food a t  home does  i n v o l v e  c o s t s ,  both  d i r e c t  cash  
o u t l a y s  and i n d i r e c t  o p p o r t u n i t y  c o s t s ,  o r  t h e  income poss i -  
b ' i l i t i e s  foregone by committ ing l a n d ,  l a b o r ,  o r  c a p i t a l  
r e s o u r c e s  t o  home p r o d u c t i o n .  Two ' p r i c i n g  sys tems were used 
i n  an a t t e m p t  t o  c a p t u r e  t h e s e  c o s t s .  When home-produced food 
was valued a t  r e t a i l  
f o r  t h e  same food i n  

p r i c e s ,  o r  what 
a  r e t a i l  s t o r e ,  

would have been sperit 
t h e r e  was o n l y  a  7  t o  8 

from 



p e r c e n t  d i f f e r e n c e  i n  e x p e n d i t u r e s  between urban and r u r a l  
f a m i l i e s .  Valuing food a t  farm p r i c e s  i n c r e a s e s  t h e  d i f f e r -  
e n t i a l  between urban and r u r a l  nonfarm f a m i l i e s  t o  10 p e r c e n t ,  
and t o  20 pe rcen t  between urban and farm f a m i l i e s .  

The meager d a t a  a v a i l a b l e  sugges t  t h a t  t h e r e  i s  no appre- 
c i a b l e  d i f f e r e n c e  i n  c l o t h i n g  . e x p e n d i t u r e s  between urban and 
r u r a l  f a m i l i e s .  For example, a l l  f a m i l i e s  have a c c e s s  t o  
c l o t h i n g  of s i m i l a r  q u a l i t y  a t  s i m i l a r  p r i c e s  through mai l -  
o r d e r  c a t a l o g s .  Fami l i e s  i n  r u r a l  a r e a s  a l s o  shop i n  s t o r e s  
s i m i l a r  t o  those  used by urban f a m i l i e s .  Data a r e  not  a v a i l -  
a b l e  t o  i s o l a t e  t h e  e f f e c t  of u r b a n i z a t i o n  on c l o t h i n g  needs .  
Regional  v a r i a t i o n s  i n  c l o t h i n g  e x p e n d i t u r e s  a l s o  appear  t o  be 
minimal.  The on ly  a v a i l a b l e  survey d a t a  ( a s  of J u l y  1975) f o r  . 

answering t h i s  q u e s t i o n  a r e  from t h e  1960-61 CES, which a r e  
q u i t e  o u t d a t e d .  P a r t  of t h e  l a c k  of r e g i o n a l  v a r i a t i o n s  i n  
c l o t h i n g  e x p e n d i t u r e s  can be a t t r i b u t e d  t o  t h e  wide c l i m a t i c  

. v a r i a t i o n s  w i t h i n  r e g i o n s .  
Housing was one a r e a  i n  which c o n s i d e r a b l e  r e s i d e n t i a l  

v a r i a t i o n  occur red  both by r e g i o n  and by u r b a n i z a t i o n .  I n  
terms of s h e l t e r  ( r e n t s  and v a l u e ) ,  t h e r e  was l i t t l e  d i f f e r -  
ence i n  median o u t l a y s  between many r u r a l  a r e a s  and urban 
p l a c e s  of 2,500 t o  50,000 p o p u l a t i o n .  Within some r e g i o n s ,  
r u r a l  hous ing  was more c o s t l y  t h a n  i n  c e n t r a l  c i t y  a r e a s .  
Among r e g i o n s ,  housing o u t l a y s  t end  t o  be lower i n  t h e  South .  
Median v a l u e s  and r e n t s  appear  t o  be about  20 pe rcen t  h i g h e r  
i n  metro. than  i n  nonmetro a r e a s .  However, r e n t a l  u n i t s  a r e  
l e s s  p r e v a l e n t  o u t s i d e  c i t i e s .  F inancing arrangements  a l s o  
a f f e c t  ownership c o s t s .  I n  r u r a l  a r e a s ,  repayment p e r i o d s  
a r e  s h o r t e r  and i n t e r e s t  r a t e s  a r e  h i g h e r  on home l o a n s .  

Housing o u t l a y s  f o r  maintenance,  r e p a i r s ,  and improve- 
ments a r e  lower i n  nonmetro a r e a s .  However, t h e s e  expendi-  
t u r e s  a r e  not  always lower t n a n  s i m i l a r  o u t l a y s  i n  c e n t r a l  
c i t i e s  of  SMSAs, p a r t i c u l a r l y  i n  t h e  Nor theas t  and West. 
U t i l i t y  c o s t s  a r e  a l s o  an impor tan t  f a c t o r  i n  housing d i f f e r -  
e n t i a l s .  Rural  households  h e a t  more o f t e n  w i t h  L-P g a s ,  a  
h igh  p r i c e  f u e l ,  and l e s s  o f t e n  wi th  n a t u r a l  g a s .  There i s  
l i t t l e  i n f o r m a t i o n ,  however, on how t h i s  might a f f e c t  housing 
d i f f e r e n t i a l s .  

There  i s  l i t t l e  hard  ev idence  t h a t  t r a n s p o r t a t i o n  c o s t s  
a r e  c o n s i d e r a b l y  h i g h e r  i n  r u r a l  a r e a s .  Rural  households  do 
t r a v e l  more m i l e s ,  bu t  wi th  l e s s  s t o p  and go d r i v i n g ,  they  
tend t o  g e t  b e t t e r  mi leage .  The b i g g e s t  d i f f e r e n c e  i n  t h e  
t r a n s p o r t a t i o n  s i t u a t i o n  between r u r a l  and urban f a m i l i e s  
i s  t h e  l a c k  of p u b l i c  t r a n s p o r t a t i o n  i n  r u r a l  communities.  

The lower t a x  r a t e s  evidenced i n  nonmetro a r e a s  appear  
t o  c a r r y  wi th  them lower q u a n t i t y  and q u a l i t y  community 
s e r v i c e s ,  e s p e c i a l l y  t h o s e  s p e c i a l  s e r v i c e s  v i t a l l y  important  
t o  low-income people .  Research i n  t h i s  a r e a  is  s k e t c h y ,  b u t  
one r e c e n t  s t u d y  s u g g e s t s  t h a t  t h e  r e a l  c o s t s  of s e r v i c e s  i n  
r u r a l  America a r e  much h i g h e r  than  d i r e c t  o u t l a y s  might sug- 
g e s t .  Heal th  c a r e  i s  a  good example. The s h o r t a g e  of 



p h y s i c i a n s  i s  more a c u t e  i n  r u r a l  a r e a s ;  p a t i e n t s  tend t o  
d r i v e  l o n g e r  d i s t a n c e s  t o  o b t a i n  h e a l t h  s e r v i c e s ,  emergency 
h e a l t h  s e r v i c e s  a r e  more l i k e l y  t o  b e  d e f i c i e n t ,  work-re la ted  
i n j u r y  r a t e s  a r e  h i g h e r ,  and a  comprehensive approach t o  h e a l t h  
c a r e  d e l i v e r y  i s  l e s s  l i k e l y  t o  be  p r e s e n t .  

The Department o f  H e a l t h ,  Educa t ion ,  and Welfare  and t h e  F e d e r a l  
Energy A d m i n i s t r a t i o n  exp lo red  t h e  e f f e c t  of  r i s i n g  home-heating c o s t s  
on t h e  lower inc.ome popu la t ion .  The r e s u l t s  showed l a r g e  v a r i a t i o n s  i n  
home-heat ing expenses  paid  by househo lds  i n  d i  f f e r e n t  a r e a s .  A l s o ,  
ene rgy  p r i c e  i n c r e a s e s  v a r i e d .  These v a r i a t i o n s  a r e  due t o  d i f f e r e n c e s  
i n  c l i m a t e ,  hous ing  c h a r a c t e r i s t i c s ,  and t y p e s  and p r i c e s  of  f u e l  used.  

. L i v i n g  c o s t s  can appear  t o  be  lower i n  r u r a l  t h a n  n o n r u r a l  a r e a s  a s  
a  r e s u l t  of  c o n f u s i n g  farm w i t h  r u r a l  r e s i d e n c e ,  and c o s t  of l i v i n g  w i t h  
source  o£ income. Farm r e s i d e n t s  a r e  o f t e n  assumed t o  save  money by home 
p r o d u c t i o n  of food. But many nonfarm f a m i l i e s  i n  rur 'a l  and n o n r u r a l  a r e a s  

' a l s o  grow food. S p e c i a l  ' s t u d i e s  r e p o r t e d  i n  Techn ica l  Paper XV show t h a t  
, f o r  each income c l a s s  r u r a l  food e x p e n d i t u r e s  were lower ,  a l t h o u g h  t h e r e  

d i d  no t  appear  t o  b e  d i f f e r e n c e s  i n  food p r i c e s .  
. . 

\ 
Liv ing  c o s t s  a p p e a r  t o  be  lower i n  t h e  S o u t h e r n  r e g i o n  t h a n  i n  o t h e r  

r e g i o n s .  Di f fe re l i ces  may stem from income and e x p e n d i t u r e  p a t t e r n s  r a t h e r  
t h a n  p r i c e s .  Income l e v e l s  a r e  g e n e r a l l y  lower  and pover ty  r a t e s  h i g h e r  

. i n  t h e  South t h a n  e lsewhere .  It should  be  added t h a t  d i f f e r e n c e s  i n  
l i v i n g  c o s t s . b e t w e e n  c i t i e s  w i t h i n  a  r e g i o n ,  even w i t h i n  t h e  same s t a t e ,  
a r e  f r e q u e n t l y  q u i t e  s i g n i f i c a n t .  

. S h e l t e r  c o s t s  seem t o  be  lower  i n  r u r a l  a r e a s  and i n  t h e  Sou thern  
r e g i o n  than  e l sewhere .  The p a t t e r n  i s  l e s s  c l e a r  when comparimg s h e l t e r '  
c o s t s  i n  r u r a l  and m e t r o p o l i t a n  a r e a s  t o  t h o s e  i n  smal l  c i t i e s  and i n  
c e n t r a l  c i t y  a r e a s  o f  SMSAs. P a t t e r n s  t h e n  v a r y  among t h e  r e g i o n s .  The . 
lower  r u r a l  .and Sou thern  c o s t  of housing may b e  due t o  d ' i f f e r e n c e s  i n  
q u a l i t y  o r  c h a r a c t e r i s t i c s  of  t h e  housing.  

Farm-Nonf arm D i f f e r e n c e s  

The Orshansky measure  does  n o t  r e c o g n i z e  any geograph ic  d i f f e r e n c e s  
except  f o r  t h e  d i f f e r e n c e s  between farm and nonfarm households .  The 
pover ty  t h r e s h o l d s  f o r  farm f a m i l i e s  a r e  s e t  a t  85 p e r c e n t  of  t h e  nonfarm 
t h r e s h o l d  f o r  each  fami ly  type .  - ( u n t i l  1969,  t h e  farm t h r e s h o l d s  were o n l y  
70 p e r c e n t  of t h e  nonfarm.) T h i s  d i s t i n c t i o n  i s  n o t  based on measured d i  f- 
f e r e n c e s  of  need b u t  r a t h e r  on assumed c o s t  s a v i n g s  from home-produced food. 
With g r e a t e r  home . p r o d u c t i o n  of .  food i n  nonfarm a reas .  and l e s s  on farms,  
t h i s  d i f f e r e n c e  may d i m i n i s h  s i g n i f i c a n t l y .  Fur the rmore ,  t h e r e  i s  some 
q u e s t i o n  about t h e  a p p r o p r i a t e n e s s  of  s i n g l i n g  , o u t  income d i f f e r e n c e s  based 
on home produc t ion  of  food when o t h e r  income d i f f e r e n c e s  l i k e  employee and 
in-kind b e n e f i t s  may r e p r e s e n t  s i g n i f i c a n t  income advan tages  t o  nonfarm 
f a m i l i e s .  A F e d e r a l  T e c h n i c a l  Committee i n  1973 recommended t h a t  t h e  farm- 
nonfarm d i s t i n c t i o n  b e  dropped from t h e  o f f i c i a l  pover ty  m a t r i x .  



The Census Bureau h a s  r e c e n t l y  r e d e f i n e d  a  farm a s  a  food-producing 
p r o p e r t y  wi th  annual  food s a l e s  i n  e x c e s s  of  $1,000.  Using t h i s  d e f i n i -  
t i o n  w i l l  s i g n i f i c a n t l y  r e d u c e  t h e  number of farm househo lds  counted a s  
poor i n  Census t a b u l a t i o n s .  (Many o f  them w i l l  be  counted a s  poor under 
t h e  nonfarm r e s i d e n c e  c l a s s i f i c a t i o n . )  

At tempts  t o  Overcome Conceptual  Problems and Da ta  L i m i t a t i o n s  

I n  a d d i t i o n  t o  examining t h e  BLS Family Budgets  and t h e  s t a t e  w e l f a r e  
s t a n d a r d s  of  n e e d ,  o t h e r  s t u d i e s  were under taken  t o  a i d  i n  overcoming 
l i m i t a t i o n s  of e x i s t i n g  d a t a  sources .  

Data  used by t h e  BLS f o r  t h e  Family  Budget s e r i e s  were compared w i t h  
annua l  d a t a  c o l l e c t e d  by t h e  Department of A g r i c u l t u r e  f o r  use i n  computing 
t h e  index p r i c e s  f o r  farmers .  However, q u a l i t y  c o n t r o l  was a  s e r i o u s  prob- 
lem i n  comparing d a t a  f o r  items p r i c e d  by b o t h  agenc ies .  Fur the rmore ,  t h e  
number of i t e m s  which d i d  match,  g i v e n  t h e  q u a l i t y  c o n t r o l  problem, was 
t o o  smal l  t o  s u p p o r t  t h e  d e r i v a t i o n  o f  v a l i d  g l o b a l  r e s u l t s .  Th i s  a t t empt  
t o  match t h e  two d a t a  s o u r c e s  i s  d e s c r i b e d  i n  Techn ica l  Paper XV. 

A common n o t i o n  i s  t h a t  l i v i n g  c o s t s  a r e  h i g h l y  c o r r e l a t e d  wi th  
p r e v a i l i n g  incane  l e v e l s .  Thus, a  p e r s o n  may b e  w i l l i n g  t o  l i v e  i n  a  c i t y  
wi th  h igh housing o r  t r a n s p o r t a t i o n  c o s t s  i f  he knows t h a t  h i s  income i s  
h i g h e r  t h a n  i t  would b e  i f  h e  moved t o  a n o t h e r  c i t y .  L i k e w i s e ,  p r i c e s  may 
b e  h i g h e r  because  incomes a r e  h i g h e r .  The c o r r e l a t i o n  between l i v i n g  
c o s t s  and incane was t e s t e d  i n  a  s t u d y  r e p o r t e d  i n  Techn ica l  Paper  X I I I .  
The two d a t a  s e t s  were not  s t r o n g l y  c o r r e l a t e d ;  o n l y  f o r t y  pe rcen t  of t h e  
v a r i a t i o n  i n  income l e v e l s  was s t a t i s t i c a l l y  e x p l a i n e d  by t h e  c o s t  of  l i v i n g  
d a t a .  The t e s t  of c o r r e l a t i o n  was r e p e a t e d  by comparing t h e  median fami ly  
incane  i n  t h e  c i t i e s  t o  t h e  c o s t  of hous ing  ( a s  measured by t h e  s h e l t e r  
c m p o n e n t  i n  t h e  BLS fami ly  b u d g e t s ) .  Again, t h e  c o r r e l a t i o n  between t h e  
two d a t a  s e t s  was n o t  s t r o n g .  The r e l a t i v e l y  low c o r r e l a t i o n  and l i m i t a -  
t i o n s  i n  t h e  budget d a t a  used f o r  v e r i f i c a t i o n  i n d i c a t e  t h a t  Census median 
incane  shou ld  n o t  b e  used f o r  a  measure of c o s t - o f - l i v i n g  d i f f e r e n c e s  
wi thout  f u r t h e r  s tudy .  

Updating the Standard 

It may b e  d e s i r a b l e  t o  change t h e  l e v e l  of any pover ty  measure  from 
time t o  t ime.  R e l a t i v e  measures appear  t o  have an i m p l i c i t  mechanism f o r  
updat ing b u t ,  l i k e  t h e  a b s o l u t e  d e f i n i t i o n s ,  t h e  l e v e l  must be  r e v a l i d a t e d .  
One p o s s i b l e  method of upda t ing  t h e  c u r r e n t  p o v e r t y  m a t r i x ,  d i s c u s s e d  
e a r l i e r  i n  t h i s  c h a p t e r ,  i s  t o  u s e  more r e c e n t  d a t a  on food consumption 
and n u t r i t i o n a l  needs  t h a n  were used i n  t h e  o r i g i n a l  c o n s t r u c t i o n .  Such 
consumption su rveys  have been conducted a t  approx imate ly  t en -year  i n t e r v a l s  
and n u t r i t i o n  s t a n d a r d s  a r e  r e v i s e d  o n l y  once every  f i v e  y e a r s .  T h e r e f o r e ,  
a  s imples  and more p r a c t i c a l  method of upda t ing  more f r e q u e n t l y  i s  
require .d .  . I n i t i a l l y  t h e  pover ty  c u t o f f s  were updated by t h e  annual  
pe rcen tage  i n c r e a s e  i n  t h e  c o s t  of t h e  economy food p l a n  c a l c u l a t e d  by 
t h e  Department of  A g r i c u l t u r e  u s i n g  food p r i c e s  paid  by s u r v e y  households  



updated by changes i n  p r i c e s  of about  100 foods  c o l l a c t e d  monthly by t h e  
BLS. ' Since  1969 t h e  pover ty  c u t o f f s  have been i n c r e a s e d  each y e a r  by t h e  
annua l  pe rcen tage  i n c r e a s e  i n  t h e  Consumer P r i c e  Index.  

The use  of t h e  Consumer P r i c e  Index a s  t h e  upda t ing  mechanism f o r  t h e  
pover ty  l i n e s  has  been t h e  s u b j e c t  of some d i sagreement  among a n a l y s t s .  
Those f a v o r i n g  i t  c i t e  i t s  convenience  ( i t  is  r e a d i l y  a v a i l a b l e )  and wide- 
sp read  accep tance  a s  an index of r i s i n g  l i v i n g '  c o s t s .  Those o b j e c t i n g  t o  
i t  n o t e  t h a t  i t  i s  based on consumption p a t t e r n s  of urban wage and c l e r i -  
c a l  workers  and on p r i c e  changes of goods and s e r v i c e s  purchased by such 
workers .  These may d i f f e r  from consumption p a t t e r n s  o f ,  and p r i c e  changes 
a f f e c t i n g ,  t h e  poor ,  s i n c e  it i s  b e l i e v e d  t h a t  t h e  poor spend g r e a t e r  pro- 
p o r t i o n s  of t h e i r  incomes on food and hous ing .  It has  been proposed t h a t  a  
s p e c i a l  index ,  a  poor p e r s o n ' s  index ,  be c o n s t r u c t e d  by reweigh t ing  t h e  
p r i c e  changes f o r  food,  hous ing ,  and o t h e r  i t ems  i n  t h e  C o n s u m e r ~ P r i c e  Index.  
S ince  consumption p a t t e r n s  a l s o  d i f f e r  a c c o r d i n g  t o  o t h e r  demographic char -  
a c t e r i s t i c s  such a s  a g e ,  r a c e ,  and s e x ,  t h e r e  have a l s o  been p r o p o s a l s  t o  
c r e a t e . p r i c e  indexes  f o r  s p e c i a l  subcomponents of t h e  pover ty  p o p u l a t i o n  
o r  of t h e  p o p u l a t i o n  a s  a  whole, such a s  t h e  aged o r  t h e  aged poor.  

Tab le  14 shows examples of s p e c i a l  p r i c e  indexes  which have been 
c r u d e l y  c o n s t r u c t e d  t o  examine t h e  d i s t r i b u t i o n a l  impacts  of i n f l a t i o n .  

T e c h n i c a l  Paper V c o n t a i n s  a  more complete  d i s c u s s i o n  of t h e s e  ' 

i n d e x e s ,  i n c l u d i n g  a  d e s c r i p t i o n  of t h e  methodology used f o r  t h e i r  con- 
s t r u c t i o n .  A s  shown i n  Tab le  14,  t h e  s p e c i a l  p r i c e  indexes  were g e n e r a l l y  
v e r y  c l o s e  t o  t h e  Consumer P r i c e  Index u n t i l  1972,  wi th  some tendency f o r  
t h e  p r i c e  indexes  f o r  t h e  low-income groups  t o  r i s e  a t  a  s lower  r a t e  p r i o r  
t o  1967. During t h e  r e c e n t  pe r iod  of r a p i d  i n f l a t i o n ,  however, when p r i c e  
i n c r e a s e s  f o r  food and housing outpaced t h e  i n c r e a s e s  f o r  o t h e r  i t e m s ,  t h e  
p r i c e  indexes  f o r  t h e  low-income groups  i n c r e a s e d  a t  a  f a s t e r  r a t e  than  t h e  
Consumer P r i c e  Index o r  t h e  p r i c e  index f o r  t h e  weal thy ( f a m i l i e s  wi th  
incomes above $10,000 i n  1960-61). 

I n  t h e  absence of d i r e c t  i n f o r m a t i o n ,  c u r r e n t  a t t e m p t s  t o  c o n s t r u c t  
measures of p r i c e  changes d i r e c t l y  a f f e c t i n g  t h e  poor ( e . g . ,  Table  1 4 )  have 
c o n s i s t e d  of r eweigh t ing  e x p e n d i t u r e  c a t e g o r i e s  t o  a l l o w  f o r  t h e  f a c t  t h a t  
f a m i l i e s  w i t h  low incomes must a l l o t  l a r g e r  s h a r e s  of t h e i r  funds t o  
n e c e s s i t i e s  such a s  food and hous ing  t h a n  households  l e s s  r e s t r i c t e d  by 
l a c k  of funds .  As a  g e n e r a l  r u l e ,  d i f f e r e n c e s  i n  a c t u a l  i'tems brought  and 
i n  p o i n t  of purchase  -- t h a t  i s ,  i n d i v i d u a l  i t ems  s e l e c t e d  and kind of 
s t o r e  p a t r o n i z e d  -- may be more impor tan t  i n  t h e  o v e r a l l  p r i c e  p i c t u r e  t h a n  
t h e  we igh t s  a t t a c h e d  t o  fami ly  l i v i n g  c a t e g o r i e s .  But t h e  r e c e n t  d i s p a r a t e  
r i s e  i n  p r i c e s  of food compared t o  p r i c e s  of o t h e r  commodities r e v e a l s  
a n o t h e r  d i f f i c u l t y  i n  s e t t l i n g  on and upda t ing  a  pover ty  r e f e r e n c e  s t a n d a r d  
-- namely what is  an a p p r o p r i a t e  s t a r t i n g  p o i n t ?  

While a  s u i t a b l e  p r i c e  index f o r  t h e  poor may r e q u i r e  a  d i f f e r e n t  
market  b a s k e t  -- o r  a t  l e a s t  a  d i f f e r e n t  ass ignment  of c a t e g o r y  we igh t s  -- 
t h a n  f o r  t h e  p o p u l a t i o n  a t  l a r g e ,  t h e  impact on t h e  poor of p r i c e  changes 



Table 5. Comparison of Consmr  Price Index with 
Price Indexes for  Special Groups, 1953-1975 

I I Price Index for: 

Income 

Consumer 
Price 
Index 

SOURCE: Monthly Labor Review (August 1975). Tables 22 and 23 for Consumer Price 
Index. 

Unpublished study by the Social Security Administration for the price index 
for the low-income retired. 

All 
Poor 

Robinson G. Hollister and John L. Palmer, "The Impact of Inflation on the 
Poor and the Implicit Tax of Inflation and Unemployment: Some Policy Impli-. 
cations," in Kenneth E. Boulding and Martin Pfaff, ed., Redistribution to 
the Rich and Poor: The Grants Economics of Income Distribution (Belmont, 
California: Wadsworth Publishing Co., 1972), Tables 4 and 5 for the other 
price indexes, 1953 to 1967. 

John L. Palmer and Michael C. Barth, "The Impacts of Inflation and Unemploy- 
ment: With Emphasis on the Lower Income Population," Technical Analysis 
Paper No. 2, Office of Income Security Policy, Office of the Assistant Sec- 
retary for Planning and Evaluation, Department of Health, Education, and 
Welfare (October 1974), Table 2, for the price index for all poor and for 
wealthy, 1967 to 1973. 

Aged 
Poor 

a Adjusted for Medicare 

Calculated from expenditure weights reported in above sou;ces and component price 
indexes in Monthly Labor Review (August 1975), Table 23. 

Average for January-June 1975. 

Rural 
Non- 
Aged 
Poor 

Rural i::y 
Aged Aged White White 
Poor Poor 



o v e r  a  s p e c i f i e d  t ime pe r iod  can s t i l l  be approximated a d e q u a t e l y  by a n  
index  f o r  t h e  g e n e r a l  p o p u l a t i o n .  such a s  t h e  CPI. I t  i s  e s s e n t i a l ,  however,  
t h a t  t h e  p r i c e s  f o r  d i f f e r e n t  commodities move up o r  down a t  approx imate ly  
t h e  same r a t e .  Food p r i c e s  p l a y  a  l a r g e r  r o l e  i n  t h e  spending o f  t h e  poor ,  
because  food o u t l a y s  normal ly  comprise  a  l a r g e r  s h a r e  o f  t o t a l  o u t l a y s  f o r  
low-income f a m i l i e s  than  f o r  o t h e r  f a m i l i e s .  I t  i s  a l s o  a p p a r e n t  t h a t  in -  
c r e a s e s  i n  o u t l a y s  f o r  non-food i t e m s  because  of  h i g h e r  r e n t  p r i c e s  o r  c o s t s  
o f  a  medica l  emergency, f o r  example,  may c a u s e  a  f a m i l y  t o  spend l e s s  on food.  

Over long p e r i o d s  t h e  food component of  t h e  Consumer P r i c e  Index h a s  
moved a t  more o r  l e s s  t h e  same pace a s  t h e  bund le  o f  remaining i t e m s .  
However, f o r  a v a r i e t y  o f ' r e a s o n s ,  i n  r e c e n t  y e a r s  t h e  food component h a s  
e s c a l a t e d  much f a s t e r ,  r e a c h i n g  a  peak i n  t h e  p e r i o d  1973-74. Trends  i n  
food and non-food components o f  t h e  CPI a r e  i l l u s t r a t e d  below. 

Year Indexes  (1963=100) ---- Year-to-Year Change ( p e r c e n t )  ---------------------- 
A l l  I tems Food Nonfood A l l  I tems Food Nonfood 

1959 95.2 95.5 94.9 0 . 8  -1.6 1 . 9  

La te  i n  1974 t h e  U.S. Department of  A g r i c u l t u r e  r e v i s e d  i t s  low-cost 
food p l a n .  L a t e  i n  1975 t h e  Department r e p l a c e d  t h e  economy food p l a n ,  
f o r m e r l y  80 p e r c e n t  of  t h e  c o s t  of  t h e  low-cost p l a n ,  w i t h  a  new t h r i f t y  
food p l a n .  S ince  t h e s e  food p l a n s  a r e  more adapted t o  t h e  food consump- 
t i o n  p a t t e r n s  of  f a m i l i e s  wi th  l i m i t e d  amounts t o  spend t h a n  a r e  t h e  
moderate  o r  l i b e r a l  food b u d g e t s ,  t h e s e  p l a n s  a r e  more s u i t a b l e  f o r  use  
i n  deve lop ing  a  pover ty  c r i t e r i o n .  The c o s t s  o f  t h e s e  p l a n s  f o r  f a m i l i e s  
o f  d i f f e r e n t  s i z e ,  e s t i m a t e d  a s  o f  December 1974,  provided one b a s i s  f o r  
u p d a t i n g  and r e f i n i n g  t h e  o f f i c i a l  measure i n  u s e  f o r  t h e  y e a r  1974. On 
t h e  o t h e r  hand,  t h e  e s t i m a t e d  c o s t s  o f  t h e s e  p l a n s ,  based on f a m i l y  food 
p a t t e r n s  and c h o i c e s  i n  1965,  were a f f e c t e d  a l r e a d y  by t h e  e x c e p t i o n a l l y  
h i g h  p r i c e s  o f  food p r e v a i l i n g  i n  1974. 

I n  o r d e r  t o  a n a l y z e  t h e  e f f e c t  of  t h e s e  h i g h  p r i c e s  on t h e  development 
o f  r e v i s e d  Orshansky pover ty  l i n e s ,  t h e  r e v i s e d  low-cost p l a n  was p r i c e d  
back t o  December 1972,  when food p r i c e s  s tood  i n  a  more t y p i c a l  r e l a t i o n s h i p  
t o  o t h e r  p r i c e s .  I n  t h e  c a s e  o f  t h e  new t h r i f t y  p l a n ,  which d i d  no t  e x i s t  
p r i o r  t o  September 1975. an  approximated e q u i v a l e n t  was a l s o  p r i c e d  back 



t o  December 1972. By December 1975,  t h e  food p l a n  c o s t s  showed s i g n s  
of  d ropp ing  back t o  a  s m a l l e r  annual  r a t e  of  i n c r e a s e .  Trends  i n  t h e  
c o s t  of  t h e  r e v i s e d  USDA food p l a n s  a r e  a s  f o l l o w s :  

Monthly Cost Per-Person Year-to-Year Change ( p e r c e n t )  -------- 
T h r i f t y  Low-Co s  t T h r i f t y  Low-Co s  t 

E q u i v a l e n t  P  1 a n  -----------.----- 
E q u i v a l e n t  ------- P 1 an 

Dec. 1972 $28.09 $36.45 ---- ---- 
Dec. 1973 34.48 43.85 22.7 20.3  
Dec. 1974 39.40 50.17 14.3  14 .4  
Dec. 1975 40.96 53.00 4 . 0  5 . 6  

While food p r i c e s  p a r t i c u l a r l y  a f f e c t  t h e  poor ,  t r e n d s  i n  c o s t  o f  
homeownership a r e  more impor tan t  t o  t h e  nonpoor t h a n  t o  t h e  p o o r ,  who 
l a r g e l y  r e n t  t h e i r  hous ing .  Also ,  i n  r e c e n t  y e a r s ,  t h e  c o s t s  o f  homeowner- 
s h i p  have i n c r e a s e d  much more t h a n  t h e  c o s t s  o f  r e n t ,  i n  s p i t e  o f  t h e  f a c t  
t h a t  t h e  t r e n d s  i n  t h e s e  c o s t s  have been s i m i l a r  f o r  long p e r i o d s .  By 1975, 
t h e  normal r e l a t i o n s h i p  between t r e n d s  i n  food and nonfood c o s t s ,  and 
between r e n t  and homeownership a p p e a r s  on t h e  way t o  b e i n g  r e s t o r e d .  S t i l l ,  
i t  i s  d i f f i c u l t  t o  de te rmine  t h e  longrun  impact o f  ene rgy  c o s t s  on p r i c e s ,  
and t h e  way i n  which t h e s e  w i l l  a f f e c t  t h e  poor and nonpoor segments of t h e  
p o p u l a t i o n .  

It i s  c l e a r  t h a t  t h e  Orshansky pover ty  measure ,  u s i n g  t h e  c o s t  o f  a  
food p l a n  a s  iats c o r e ,  w i l l  be  h i g h e r  i f  p r i c e d  o u t  a t  1974 c o s t s  b e f o r e  
app ly ing  t h e  m u l t i p l i e r ,  t h a n  i t  would be i f  t h e  food p r i c e s  o f  1972 were 
used a s  t h e  b a s e  and t h e  measure moved forward by t h e  change i n  t h e  o v e r a l l  
CPI. The f i r s t  p r o c e d u r e ,  i l l u s t r a t e d  i n  Tab le  8 ,  would i n c o r p o r a t e  t h e  
r e c e n t  e s c a l a t i o n  o f  food permanent ly  i n t o  t h e  measure.  The l a t t e r  would 
u n d e r s t a t e  t h e  food c o s t  s i t u a t i o n  i n  1974, b u t  would s u b s e q u e n t l y  r e f l e c t  
a  more t y p i c a l  r e l a t i o n s h i p  between food and nonfood p r i c e  t r e n d s .  The 
pending r e v i s i o n s  i n  t h e  CPI based on 1972-73 e x p e n d i t u r e  p a t t e r n s ,  when 
completed i n  1977,  may r e n d e r  bo th  o p t i o n s  o b s o l e t e .  

C a l c u l a t i n g  t h e  new pover ty  l i n e s  on t h e  b a s i s  o f  t h e  new food p l a n  
c o s t s  a t  1974 p r i c e s  i s  tantamount t o  computing income c u t o f f s  p r i c e d  a s  
of 1972 and moving them forward y e a r  by y e a r  co r respond ing  t o  changes i n  
t h e  food p l a n  c o s t  e s t i m a t e s ,  .a p rocedure  o r i g i n a l l y  used w i t h  t h e  p r e s e n t  
pover ty  l i n e  bu t  abandoned i n  f a v o r  o f  change i n  t h e  a l l - i t e m s  CPI. It 
happens a l s o  t o  be t r u e  t h a t  1974 was a n  unusual  y e a r  i n  t h a t  median r e a l  
income of  American f a m i l i e s  d e c l i n e d  by about f o u r  p e r c e n t  from 1973, one 
o f  t h e  l a r g e s t  s i n g l e  y e a r  d e c l i n e s  s i n c e  income d a t a  were f i r s t  c o l l e c t e d  
i n  t h e  CPS i n  1947. 

Developing t h e  updated c r i t e r i a  f o r  1974 by u s i n g  1972 food p l a n  c o s t s  
and moving them forward t o  1974 by app ly ing  t h e  17 .9  p e r c e n t  change i n  t h e  



a v e r a g e ' a l l - i t e m s  CPI from 1972 t o  1974 i s  one way t o  avoid  d i s t o r t i n g  t h e  
income needs  c r i t e r i a  w i t h  t h e  a t y p i c a l  food p r i c e  s p i r a l  o r  t h e  d e c l i n e  
i n  income. U n t i l  t h e  CPI i t s e l f  i s  r e v i s e d  on t h e  b a s i s  of  a  more c u r r e n t  
market  b a s k e t ,  t h e  p r e s e n t  index  -- based on e x p e n d i t u r e  p a t t e r n s  p r e v a i l i n g  
i n  1960-61 -- may p a r a l l e l  t h e  market  b a s k e t  of  a  low-income f a m i l y  more 
c l o s e l y  t h a n  o r i g i n a l l y  i n t e n d e d .  

Such a l t e r n a t i v e  c a l c u l a t i o n s  of  a  r e v i s e d  p o v e r t y  m a t r i x  and t h e i r  
r e s u l t a n t  e f f e c t  on t h e  pover ty  c o u n t s  appear  i n  Techn ica l  Paper X I .  The 
f i g u r e s  below i l l u s t r a t e  t h e  lower pover ty  l i n e s  r e s u l t i n g  from t h e  use  o f  
1972 r a t h e r  t h a n  1974 a s  t h e  b a s e  y e a r .  Based on t h e  t h r i f t y  p l a n  equiva-  
l e n t  c o s t  i n  1972,  and r a i s e d  by 1 7 . 9  p e r c e n t  t o  conform t o  t h e  r i s e  i n  t h e  
monthly average  r i s e  i n  t h e  CPI between 1972 and 1974,  t h e  new pover ty  c u t -  
o f f  f o r  1974 f o r  a  two-person f a m i l y  w i t h  an  e l d e r l y  head i s  $3 ,644 ,  o r  23 
p e r c e n t  more t h a n  t h e  c u r r e n t l y  used f i g u r e  of $2,958.  By c o n t r a s t .  when 
d e r i v e d  d i r e c t l y  from t h e  1974 t h r i f t y  food p l a n  i t s e l f ;  t h e  1974 pover ty  
l i n e  f o r  an  e l d e r l y  c o u p l e ,  a s  shown i n  Table  8 ,  i s  $4,324 o r  46 p e r c e n t  
h i g h e r  t h a n  t h e  c u r r e n t  o f f i c i a l  measure .  

Pover ty  Income C r i t e r i a  i n  1974 Based on: ------------------------------ 
O f f i c i a l  T h r i f t y  P l a n  80 p e r c e n t  o f  Low-Cos t 
C r i t e r i o n  -- o r  E q u i v a l e n t  Low-Cost P l a n  P l a n  ------------------------------------- 

E l d e r l y  coup le  
4-Person f a m i l y  

Per  sons  
F a m i l i e s  
Unre la ted  

i n d i v i d u a l s  
C h i l d r e n  5-17 

i n  f a m i l i e s  

$2,958 $3,644 $3,791 $4,739 
5 ,008 5,344 5,544 6 ,930 

P o p u l a t i o n  Counted Poor i n  1974 ( m i l l i o n s )  
24.3  31.4 32.6 0 4 4 . 3  

5 . 1  6 .6  6.9 9 .9  

Obvious ly ,  t h e  t o t a l  number o f  househo lds  o r  pe r sons  counted poor f o r  
t h e  y e a r  1974 d e c r e a s e s  t o o ,  i f  t h e  lower new p o v e r t y  l i n e s  a r e  u s e d ,  b u t  
t h e  count  s t i l l  c o n t i n u e s  s u b s t a n t i a l l y  above t h e  24.3 m i l l i o n  i d e n t i f i e d  
a s  poor by t h e  unrev i sed  o f f i c i a l  measure now i n  u s e .  

I t ' i s  sometimes proposed t h a t  t h e  pover ty  c u t o f f s  be  updated separ -  
a t e l y  by geograph ic  a r e a .  Th i s  might appear  f e a s i b l e  s i n c e  t h e  Consumer 
P r i c e  Index i s  pub l i shed  f o r  24 d i f f e r e n t  c i t i e s ,  t h e  nonmet ropo l i t an  
a r e a s  o f  f o u r  r e g i o n s  and f i v e  " s i z e  of  p lace"  a r e a s .  However, t h e  c i t y  
indexes  a r e  not  comparable because  t h e y  a r e  based on d i f f e r e n t  market  
b a s k e t s  f o r  each c i t y ,  and t h e  r e g i o n a l  indexes  a t  most r e f l e c t  p r i c e  
i n c r e a s e s  w i t h i n  s m a l l e r  c i t i e s  b u t  no t  t h e  r u r a l  a r e a s .  



Income and Resources 

Genera l  L i m i t a t i o n s  

p o v e r t y  measurement can b e  a f f e c t e d  by changing t h e  d e f i n i t i o n  of 
income. Th i s  c h a p t e r  e x p l o r e s  e m p i r i c a l l y  t h e  e f f e c t s  of some changes 
i n  income d e f i n i t i o n .  A t t e n t i o n  i n i t i a l l y  f o c u s e s  o n  t h e  Census ~ u r e a u ' s  
d e f i n i t i o n  of income, which i s  c u r r e n t l y  used i n  c o n n e c t i o n  wi th  t h e  
Orshansky pover ty  m a t r i x .  

The Bureau of t h e  Census u s e s  a  measure  of  r e g u l a r ,  t o t a l ,  be fo re -  
t a x ,  money income. It i n c l u d e s  money ea rned  by l a b o r  and through p r o p e r t y  
ownership ,  a s  w e l l  a s  funds r e c e i v e d  from government cash  t r a n s f e r  programs 
( such  a s  S o c i a l  S e c u r i t y ,  v e t e r a n s '  payments o r  AFDC), ~ r i v a t e  pens ions  
and a n n u i t i e s ,  and alimony and r e g u l a r  c o n t r i b u t i o n s  from p e r s o n s  n o t  i n  
t h e  household.  It does  no t  i n c l u d e  i r r e g u l a r l y  r e c e i v e d  lump sum income, 
such a s  c a p i t a l  g a i n s ,  t a x  r e f u n d s ,  ea rned  income t a x  c r e d i t ,  and p r i z e  
money, and i t  does  no t  i n c l u d e  income from i l l e g a l  s o u r c e s  l i k e  t h e f t .  
It a l s o  e x c l u d e s  in-kind income, employer-paid f r i n g e  b e n e f i t s ,  t h e  v a l u e  
of a s s e t s  no t  p rov id ing  c u r r e n t  income s t r e a m s ,  imputed s e r v i c e s  from 
owner-occupied housing and consumer d u r a b l e s ,  home p r o d u c t i o n  ( such  a s  
c h i l d  c a r e  s e r v i c e s ) ,  and u n d i s t r i b u t e d  c o r p o r a t e  p r o f i t s .  The Census 
a l s o  measures  income o v e r  t h e  t ime p e r i o d  of a  y e a r  and e x c l u d e s  d a t a  on 
income i n  p rev ious  y e a r s  a s  w e l l  a s  d a t a  on income v a r i a t i o n s  w i t h i n  a  
ye a r  . 

It i s  d i f f i c u l t  t o  modify t h e  d e f i n i t i o n  of income f o r  s t a t i s t i c a l  
purposes  g iven  t h e  g e n e r a l  l a c k  of r e g u l a r l y  c o l l e c t e d  income o r  r e s o u r c e  
i n f o r m a t i o n  a s s o c i a t e d  w i t h  s o c i a l  and demographic c h a r a c t e r i s t i c s  i n  any 
form o t h e r  t h a n  t h a t  used by t h e  Census Bureau i n  i t s  income d e f i n i t i o n .  
Thus,  changes  i n  t h e  d e f i n i t i o n  of income f o r  s t a t i s t i c a l  purposes  cou ld  
r e q u i r e  e i t h e r  an expanded Cur ren t  P o p u l a t i o n  Survey (which i s  u n l i k e l y  
because  t h e  March CPS q u e s t i o n n a i r e  i s  a l r e a d y  v e r y  long)  o r  t h e  use  of 
a r b i t r a r y  imputa t ion  t e c h n i q u e s  i n v o l v i n g  computer s i m u l a t i o n s  wi th  
v a r i o u s  d a t a  sources .  

The Accountinn P e r i o d  

Although measures  of income a r e  c u r r e n t l y  based on annual  i n f o r m a t i o n  
which does  n o t  a l l o w  f o r  pre-year o r  i n t r a - y e a r  f l u c t u a t i o n s ,  measures  
based on i n f o r m a t i o n  c o l l e c t e d  more o r  l e s s  f r e q u e n t l y  would a l s o  have 
problems. For example,  measures based on in fo rmat  i o n  c o l l e c t e d  over  
p e r i o d s  a s  s h o r t  a s  a  month would b e  v e r y  s e n s i t i v e  t o  temporary income 
changes ,  whi le  measures based on i n f o r m a t i o n  c o l l e c t e d  over  p e r i o d s  l o n g e r  
t h a n  one y e a r  would i n c o r p o r a t e  r e c a l l  d i f f i c u l t i e s .  

The e f f e c t  of t h e  accoun t ing  pe r iod  on t h e  count  of t h e  poor popu- 
l a t i o n  i s  c o n s i d e r a b l e .  I n  g e n e r a l ,  a  s h o r t  accoun t ing  p e r i o d  i n c l u d e s  
more people  wi th  l a r g e  v a r i a n c e  i n  income over  t ime whi le  a  long account-  
ing p e r i o d  i n c l u d e s  fewer people  bu t  r e l a t i v e l y  more people  w i t h  s t e a d y  



b u t  low i n c a n e s .  T e c h n i c a l  Paper  V I ,  which used t h e  U n i v e r s i t y  of  Michigan 
Pane l  Survey d a t a ,  found t h a t  a  one-year accoun t ing  pe r iod  produces a  
7 i g n i f i c a n t  i n c r e a s e  i n  t h e  number of self-employed among t h e  poor  when 
compared wi th  m u l t i - y e a r  p e r i o d s .  Only about 3-112 p e r c e n t  of t h e  s e l f -  
employed were  poor under a  f i ~ e - ~ e a r  accoun t ing  p e r i o d ,  b u t  16 p e r c e n t  
were poor f o r  a t  l e a s t  one  y e a r  of t h e  f i v e  y e a r s  wi th  an annual  d e f i n i -  
t ion.  No o t h e r  g roup  exper ienced  i n c r e a s e s  of t h i s  magni tude,  however. 
The groups  wi th  t h e  g r e a t e s t  i n c i d e n c e  of p o v e r t y ,  such a s  nonwhi tes ,  t h e  
aged ,  and female-headed f a m i l i e s ,  show t h e  s m a l l e s t  i n c r e a s e s  i n  pover ty  
r a t e s  w i t h  a  shor tened  accoun t ing  p e r i o d .  

The s t u d y  a l s o  found t h a t  31  p e r c e n t  of t h o s e  who were poor  i n  1972,  
u s i n g  an annua l  d e f i n i t i o n ,  would have been c o n s i d e r e d  non-poor i f  a  f i v e -  
y e a r  d e f i n i t i o n  had been used. On t h e  o t h e r  hand,  17 p e r c e n t  of t h o s e  
poor under t h e  f  ive-year  d e f i n i t i o n  would have been non-poor i n  1972. 

One s o u r c e  of d a t a  o n  monthly f l u c t u a t i o n s  i n  income i s  t h e  r e c o r d s  
of t h e  income maintenance e x p e r i n e n t  s ,  which provide  payments t o  low- 
incane  f a m i l i e s .  With t h e s e  d a t a  i t  i s  p o s s i b l e  t o  i l l u s t r a t e  t h e  
p o t e n t i a l  impact of u s i n g  monthly ,  r a t h e r  t h a n  a n n u a l ,  income t o  d e f i n e  
pover ty .  T a b l e  15 shows t h e  number of months d i f f e r e n t  f a m i l i e s ,  whose 
annua l  income i n  1970 ( p r i o r  t o  r e c e i v i n g  income supplement payments) was 
above o r  below t h e  pover ty  c u t o f f ,  were poor  on a  monthly b a s i s  i n  one 
exper imenta l  s i t e  ( ~ e n v e r )  . ( ~ e c a u s e  t h e s e  d a t a  r e f l e c t  monthly a d j u s t -  
ments  f o r  f ami ly  s i z e  a s  w e l l  a s  income, 1 .4  p e r c e n t  of poor f a m i l i e s  a r e  
por t rayed  a s  hav ing  s p e n t  no months i n  pover ty  and 0.4 pe rcen t  of  t h e  non- 
poor  f a m i l i e s  a r e  por t rayed  a s  having spend 12 months i n  pover ty . )  These 
d a t a  show t h a t  people  wi th  annual  incomes below t h e  pover ty  c u t o f f  were 
most l i k e l y  t o  be  i n  pover ty  o v e r  h a l f  of  t h e  12 months and 8 5  p e r c e n t  of  
them were poor f o r  6  months o r  more. Only 52 pe rcen t  were i n  pover ty  a l l  
12 months. On t h e  o t h e r  hand,  70 p e r c e n t  of t h e  non-poor f a m i l i e s  were 
n e v e r  poor on a  monthly b a s i s  and 88  p e r c e n t  were i n  pover ty  3  months o r  
l e s s .  Near ly  96 p e r c e n t  were below p o v e r t y  6  months o r  l e s s ,  and about 
3  p e r c e n t  were i n  pover ty  6  months o r  more. 

A s s e t s  

The l a c k  of  any r e g u l a r l y  conducted survey d e a l i n g  w i t h  a s s e t s  a l s o  
makes i t  exceed ing ly  d i f f i c u l t  t o  adopt a  wea l th  o r  a s s e t  concept  f o r  
s t a t i s t i c a l  purposes .  I n c l u d i n g  a s s e t s  i n  t h e  d e f i n i t i o n  of  income would 
d e c r e a s e  t h e  number of  poor counted i f  no compensating change were made 
i n  t h e  t h r e s h o l d .  

Techn ica l  Paper  V I ,  p repared  f o r  t h i s  s t u d y  on t h e  b a s i s  of t h e  
U n i v e r s i t y  of Michigan Pane l  S tudy ,  which followed 5,000 f a m i l i e s  f o r  
six y e a r s ,  shows t h a t  t h e  i n c l u s i o n  of income from imputed r e n t  from 
homeownership reduced t h e  annual  s i z e  of  t h e  pover ty  p o p u l a t i o n  by about 
16 p e r c e n t .  When incane  was d e f i n e d  t o  i n c l u d e  a l l  l i q u i d  a s s e t s ,  t h e  
pover ty  p o p u l a t i o n  was reduced by 18 p e r c e n t .  When a  d e f i n i t i o n  o f  
income was used t h a t  inc luded  n e t  worth a v a i l a b l e  t o  meet consumption 



v able 15. D i s t r i b u t i o n  of F a m i l i e s  by Number of Months i n  Pover ty  
on a  Monthly B a s i s  by Pover ty  S t a t u s  on an Annual B a s i s ,  1970 

Poor 100% 1 . 4  1 . 2  1 . 8  0 . 7  2 .6  3 .2  3 .9  6 . 3  6 . 5  8 . 6  5 . 5  6 . 2  5 2 . 1  

Annual 
Poverty 
Status 

Nonpoor 100% 70.1 7 . 3  6 . 3  4 . 7  3 .6  2 . 2  2 . 1  1 . 2  1 . 1  0 . 6  0 . 2  0 . 1  0 . 4  

SOURCE: Spec ia l  tabulat ions o f  f a m i l i e s  i n  the Denver Income Maintenance Experiment. 

a 
Poverty s t a t u s  based on a monthly accounting period.  

Total  

r e q u i r e m e n t s ,  4 1  p e r c e n t  of thoge  poor under t h e  c u r r e n t  income d e f i n i -  
t i o n  became non-poor. 

When one looks  a t  t h e  e f f e c t  o n  v a r i o u s  g roups ,  t h e  self-employed 
and, t h e  aged had a  f a r  g r e a t e r  i n c i d e n c e  of pover ty  under a  s imple  income 
d e f i n i t i o n  t h a n  they  d i d  when t h e  d e f i n i t i o n  inc luded  o t h e r  k i n d s  of  
wea l th .  Nonwhites,  f a m i l i e s  wi th  school-age c h i l d r e n ,  and t h e  employed 
b u t  non-self-employed were  a f f e c t e d  l e a s t  when n e t  worth  was inc luded  i n  
t h e  income d e f i n i t i o n ;  t h e s e  groups a r e  t h e  l e a s t  l i k e l y  t o  have a s s e t s .  

Number o f  Months i n  povertya 

Taxes 

0 1 2  

F e d e r a l  income t a x e s  have o n l y  a  minor  s t a t i s t i c a l  impact o n  pover ty  
measurement. T h i s  i s  because  F e d e r a l  t a x  l i a b i l i t y  was r e v i s e d  t o  exc lude  
most  p e r s o n s  counted poor  by t h e  c u r r e n t  measures .  The s t a n d a r d  d e d u c t i o n  
o f  $1,300 coup led  w i t h  a  $750 exemption f o r  each f a m i l y  member r e s u l t s  i n  
exempting a  l a r g e  p r o p o r t i o n  of  t h e  earned income of  t h e  poor.  

3 4 5 6 7 8 9 1 0 1 1 1 2  

Techn ica l  Paper  X V I I  d i s c u s s e s  t h e  r e s u l t  of u s i n g  income, from which 
F e d e r a l  inccme t a x e s  have been s u b t r a c t e d ,  a s  a  measure  of income. Af te r -  
t a x  income d o e s  i n c r e a s e  t h e  number of people  counted a s  p o o r ,  bu t  t h e  
i n c r e a s e  i s  n o t  v e r y  g r e a t .  Demographic c h a r a c t e r i s t i c s  of  t h i s  l a r g e r  
group a r e  h i g h l y  c o r r e l a t e d  wi th  t h o s e  of t h e  pover ty  p o p u l a t i o n  w i t h  t h e  
s t a n d a r d  be fo re - t ax  concep t .  

One impor tan t  t a x  a f f e c t i n g  t h e  poor i s  t h e  p a y r o l l  d e d u c t i o n  f o r  
S o c i a l  S e c u r i t y  b e n e f i t s .  A computer s i m u l a t i o n  u s i n g  t h e  March 1975 
C u r r e n t  P o p u l a t i o n  Survey e s t i m a t e s  t h a t  exc lud ing  from income t h e  5.85 
pe rcen t  t a x  on e a r n i n g s  would have i n c r e a s e d  t h e  number of o f f i c i a l l y  
poor  by 1.27 m i l l i o n  pe r sons  i n  1974. These c a l c u l a t i o n s  d o  not  i n c l u d e  
t h e  impact of . the ea rned  income t a x  c r e d i t  ( e n a c t e d  i n  1975) .  Below t h e  



l e v e l  of t h e  Federa l  t a x  sys tems ,  t h e  i n c i d e n c e  of s t a t e  and l o c a l  t a x e s  
( p r o p e r t y ,  income, s a l e s ,  g a s o l i n e )  v a r i e s  s i g n i f i c a n t l y  and i s  d i f f i c u l t  
t o  d e t e r m i n e .  

InAKind ' Income 

E s t i m a t e s  of pover ty  r e d u c t i o n  f o r  food stamps a r e  g e n e r a l l y  b e t t e r  
t h a n  f o r  o t h e r  in-kind b e n e f i t s .  I n c l u s i o n  of t h e  bonus v a l u e  of food 
stamps i n  income reduced t h e  pover ty  p o p u l a t i o n  i n  1974 o r  e a r l i e r  y e a r s  
by about  5 t o  15 p e r c e n t .  Fur thermore ,  f a m i l i e s  wi th  l a r g e  numbers o f  
c h i l d r e n  would be a f f e c t e d . m o r e  than  o t h e r  f a m i l y  t y p e s  because  of t h e i r  
h i g h e r  r a t e s  i n  t h e  food stamp program. 

Techn ica l  Paper  VII d e s c r i b e s  a  number of s t u d i e s  which e v a l u a t e  
t h e  e f f e c t s  of in-kind income on pover ty  c o u n t s .  These s t u d i e s  s u g g e s t  
t h a t  pover ty  c o u n t s  w i l l  be reduced s i g n i f i c a n t l y  i f  in-kind t r a n s f e r s  
a r e  included i n  household income and no change i s  made i n  t h e  pover ty  
t h r e s h o l d .  

Consumption Uni t  

Under c u r r e n t  p r a c t i c e ,  t h e  pover ty  s t a t u s  of a  pe r son  14 y e a r s  of 
age o r  o l d e r  who does  n o t  l i v e  wi th  a  r e l a t i v e  i s  wholly determined by 
t h e  income of t h a t  pe r son .  The pover ty  s t a t u s  of a  pe r son  who l i v e s  w i t h  
one o r  more r e l a t i v e s  i s  determined by t h e  income of t h a t  person p l u s  t h e  
incane  of  t h o s e  r e l a t i v e s  w i t h  whom he  o r  she  l i v e s .  Because income 
q u e s t i o n s  a r e  no t  asked of persons  under 14 y e a r s  of age ,  u n r e l a t e d  i n d i -  
v i d u a l s  i n  t h i s  age g roup  have n e i t h e r  f a m i l y  income n o r  income of t h e i r  
own, and a r e  excluded from t h e  pover ty  u n i v e r s e .  Table  16 i n d i c a t e s  what 
would happen t o  pover ty  c o u n t s  i f  t h e  c u r r e n t  f ami ly  concept  were r e p l a c e d  
w i t h  a  household c o n c e p t ,  i . e . ,  a l l  household members t r e a t e d  a s  i f  t h e y  
were  r e l a t e d .  The t a b l e  shows t h a t  about  one m i l l i o n  u n r e l a t e d  i n d i v i -  
d u a l s  who a r e  now c o n s i d e r e d  poor would n o t  be  c o n s i d e r e d  poor under t h e  
household concep t .  The r e v i s e d  concept  would a l s o  s h i f t  about  h a l f  a  
m i l l i o n  f a m i l y  members from poor t o  non-poor. The use  of a  household con- 
c e p t  i m p l i c i t l y  assumes t h a t  a l l  household members pool  t h e i r  r e s o u r c e s .  
The r e s u l t s  of t h i s  a n a l y s i s  depend on t h e  amount of poo l ing  of r e s o u r c e s  
and consequen t  economies of s c a l e  under v a r i o u s  l i v i n g  a r rangements .  The 
assumpt ion i s  most r e a s o n a b l e  i n  t h e  c a s e  of young u n r e l a t e d  i n d i v i d u a l s  
l i v i n g  w i t h  a  f a m i l y ,  b u t  i t  may n o t  be a s  r e a s o n a b l e  f o r  c e r t a i n  o t h e r  
l i v i n g  a r rangements ,  e  .g .  , s e v e r a l  u n r e l a t e d  i n d i v i d u a l s  l i v i n g  t o g e t h e r .  
Techn ica l  Paper  X c o n t a i n s  a  more complete  t r e a t m e n t  of t h i s  s u b j e c t .  I n  
a d d i t i o n ,  t h e  n o t i o n  of " p o t e n t i a l  f o r  independent  l i v i n g  on o n e ' s  own 
incane"  h a s  been used by Orshansky and t h e  S o c i a l  S e c u r i t y  A d m i n i s t r a t i o n . .  
There a r e  about  1 . 3  m i l l i o n  o t h e r  r e l a t i v e s  l i v i n g  i n  non-poor f a m i l i e s  
who would be c l a s s i f i e d  a s  poor i f  they  were u n r e l a t e d  i n d i v i d u a l s .  



Table  16 .  Pover ty  S t a t u s  i n  1974 Based on t h e  C u r r e n t  D e f i n i t i o n  
and a  D e f i n i t i o n  Based on Household Income 

( I n  m i l l i o n s )  

Persons by Age, Sex, Relat ionship t o  
Head of Household, and Household Composition 

I I Poor By 
Poor By Def in i t ion  I Difference 
Current I Based On I In  Number I I Poverty Household Of Poor 1 1 1 ~ e f i n i t o n  1 Income Persons 

(2) (3) 1 (3)-(2)  

A l l  persons (except  unre la ted  i n d i v i d u a l s  under 14 y r s .  of age) 209,343 

A l l  un re la ted  i n d i v i d u a l s  . - . . . - . . . . . . . . . . . 19,100 
U n d e r 1 4 y e a r s o f a g e .  . . . . . . . . . . . . . . . . . . 2 29 
14 years  of age and o l d e r .  . . . . . . . . . . . . . . . . 18,872 

A l l  un re la ted  i n d i v i d u a l s  14 years  of age and o l d e r :  
1 4 t o 1 7  . . . . . . . . . . . . . . . . . . . . . . . . .  14 8 

, 1 8  t o  24 . . . . . . . . . . . . . . . . . . . . . . . . . 2,817 
25 t o  64 . . . . . . . . . . . . . . . . . . . . . . . . . 9,413 
65 and o l d e r  . . . . . . . . . . . . . . . . . . . . . . . 6,493 

Males : 
L i v i n g w i t h  a f a m i l y .  . . . . . . . . . . . . . . . . 560 
Living wi th  unre la ted  ind iv idua l s  . . . . . . . . . . 2,413 
~ i ~ i ~ ~  alone. . . . . . . . . . . . . . . . . . . . . 4,918 

Females : 
L i v i n g w i t h  a fami ly '  ' ' ' ' " . ' ' ' - - . - ' . 336 
Living with unre la ted  i n d i v i d u a l s  . - . . . - . - - 1,634 
~i,,i,,~ alone. . . . . . . . . . . . . . . . . . . . . 9,021 

SOURCE: Spec ia l  t a b u l a t i o n  of t h e  March 1975 Current Populat ion Survey. 



ALTERNATIVE POVERTY COUNTS BASED ON AVAILABLE DATA 

T h i s  c h a p t e r  i n v e s t i g a t e s  t h e  e f f e c t  of  some a l t e r n a t i v e  pover ty  
measures on t h e  s t a t i s t i c a l  d e s c r i p t i o n  of poor p o p u l a t i o n s .  11 It d e a l s  - 
w i t h  t h e  pover ty  c u t o f f s ,  n o t  w i t h  t h e  d e f i n i t i o n  of  income. I n  Chapter  
I V ,  i t  was shown t h a t  modifying t h e  income d e f i n i t i o n  by i n c l u d i n g  some 
c a s h  e q u i v a l e n t  v a l u e  of in-kind b e n e f i t s  o r  a s s e t s  would lower t h e  
pover ty  count  i f  t h e  pover ty  c u t o f f s  were no t  s i m u l t a n e o u s l y  changed t o  
b e  c o n s i s t e n t  w i t h  t h e  new income d e f i n i t i o n .  S i m i l a r l y ,  pover ty  c o u n t s  
would b e  reduced i f  u n d e r r e p o r t i n g  of  cash  income were c o r r e c t e d  i n  t h e  
Census and CPS s u r v e y s ,  o r  i f  i r r e g u l a r  c a s h  income were counted.  How- 
e v e r ,  t h e s e  commonly proposed changes t o  t h e  d e f i n i t i o n  of  income canno t  
be  i n c o r p o r a t e d  i n t o  t h e  pover ty  measure  wi thou t  modifying t h e  Census o r  
CPS s u r v e y s  o r  deve lop ing  new surveys  from which t o  d e r i v e  a  pover ty  
coun t .  Fur the rmore ,  t h e  s t a t i s t i c a l  e f f e c t  of t h e s e  m o d i f i c a t i o n s  i s  n o t  
approximated by s imple  ad jus tments  of  t h e  pover ty  c u t o f f s ,  such a s  by 
lower ing t h a n ,  b e c a u s e  subgroups  of t h e  poor  p o p u l a t i o n  a r e  a f f e c t e d  
d i f f e r e n t l y  by changes i n  t h e  income d e f i n i t i o n .  For example, t h e  income 
of t h e  e l d e r l y  would p robab ly  b e  r a i s e d  more by t h e  i n c l u s i o n  of t h e  
v a l u e  of a s s e t s  t h a n  would t h e  income of young fami ly  heads .  

The change which i s  most canmonly proposed i n  c o n n e c t i o n  w i t h  t h e  
pover ty  c u t o f f s  i s  t o  r a i s e  them. Th i s  r e f l e c t s  a  presumption t h a t  t h e  
s t a n d a r d  of l i v i n g ,  however d e f i n e d ,  h a s  r i s e n  i n  t h i s  c o u n t r y  s i n c e  
t h e  o f f i c i a l  pover ty  l e v e l  was o r i g i n a l l y  e s t a b l i s h e d .  Also ,  i t  i s  n o t  
g e n e r a l l y  b e l i e v e d  t h a t  U.S. c i t i z e n s  need l e s s  now t h a n  they  d i d  i n  t h e  
p a s t .  These n o t i o n s  a r e  i m p l i c i t  i n  such p r o p o s a l s  a s :  r e v i s i n g  t h e  
Orshansky m a t r i x  on t h e  b a s i s  of c u r r e n t  food p l a n s  and consumption 
p a t t e r n s ;  i d e n t i f y i n g  t h e  lowes t  q u i n t i l e  of t h e  income d i s t r i b u t i o n  
a s  t h e  pover ty  income l e v e l ;  s e t t i n g  t h e  pover ty  l e v e l  a t  50% of  median 
income; u s i n g  p u b l i c  o p i n i o n  p o l l s  t o  de te rmine  a  g e n e r a l l y  accep ted  
l e v e l  of income adequacy; o r  us ing  t h e  lower BLS f a m i l y  budget  a s  a  
pover ty  budget .  S i m i l a r l y ,  most a d m i n i s t r a t i v e  a d a p t a t i o n s  of  t h e  pov- 
e r t y  l i n e  i n  F e d e r a l  programs have t h e  e f f e c t  of  e n l a r g i n g  t h e  p o p u l a t i o n  
of program b e n e f i c i a r i e s  beyond t h o s e  i d e n t i f i e d  a s  poor by t h e  o f f i c i a l  
pover ty  measure .  

However, n o t  a l l  canmonly proposed changes t o  t h e  pover ty  c u t o f f s  
o r  income d e f i n i t i o n  c a n  b e  l i n k e d  s imply t o  h i g h e r  o r  lower pover ty  
c o u n t s .  For  example,  i f  t h e  t h r i f t y  food p l a n  were used a s  a  b a s i s  f o r  
t h e  pover ty  c u t o f f s ,  bu t  wi thou t  s i m u l t a n e o u s l y  r a i s i n g  t h e  r a t i o  o f  
incane-to-food c o s t s ,  t h e  c u t o f f s  f o r  some f a m i l i e s  would be lowered 
and o t h e r s  r a i s e d .  S i m i l a r l y ,  i f  pover ty  c u t o f f s  were a n n u a l l y  updated 
us ing  a  p r i c e  index based on food o r  on items i n  a  s p e c i a l  poor  p e r s o n ' s  
i n d e x ,  r a t h e r  t h a n  on t h e  Consumer P r i c e  Index ,  t h e  pover ty  c u t o f f s  
c o u l d  be  h i g h e r  i n  some y e a r s  and lower i n  o t h e r s  t h a n  t h e  c u r r e n t  
c u t o f f s .  Presumably,  geograph ic  ad jus tments  t o  t h e  pover ty  c u t o f f s  would 
r a i s e  them i n  some p l a c e s  and lower them i n  o t h e r s ;  removing t h e  c u r r e n t  
adjus tment  f o r  farm r e s i d e n c e  would r a i s e  t h e  pover ty  c o u n t s  o n l y  



s l i g h t l y .  S i m p l i f y i n g  t h e  c u r r e n t  pover ty  m a t r i x  by removing d i s t i n c t i o n s  
f o r  sex of  head and p resence  o f  c h i l d r e n  would a f f e c t  t h e  pover ty  s t a t u s  
o f  f a m i l i e s  accord ing  t o  sex  and age of f a m i l y  members. I f  F e d e r a l  o r  
s t a t e  and l o c a l  income t a x e s ,  S o c i a l  S e c u r i t y  p a y r o l l  d e d u c t i o n s ,  o r .  
o t h e r  t a x e s  were excluded from t h e  income d e f i n i t i o n  (and  t h e  pover ty  
c u t o f f s  were not  s i m u l t a n e o u s l y  changed) ,  t h e  pover ty  count  would be 
i n c r e a s e d ,  a l t h o u g h  t h i s  could  be o f f s e t  i f  t h e  F e d e r a l  t a x  c r e d i t  f o r  
ea rned  income were counted a s  income. Changing t h e  d e f i n i t i o n  o f  f a m i l y  
o r  us ing  households  r a t h e r  t h a n  f a m i l i e s  a s  accoun t ing  u n i t s  could  r a i s e  
o r  lower t h e  count  depending on t h e  change made. Applying a  r e c e n t l y  
proposed index of employment and e a r n i n g s  inadequacy and a  p r i c e  index 
f o r  t h e  e l d e r l y  might cause  pover ty  c o u n t s  of t h e s e  groups  t o  d i f f e r  from 
c o u n t s  under a  s i n g l e  n a t i o n a l  pover ty  measure .  

It i s  not.  p r a c t i c a l  t o  d e s c r i b e  h e r e  t h e  s t a t i s t i c a l  e f f e c t s  o f .  
a d o p t i n g  a l l  of t h e  v a r i o u s l y  proposed a l t e r n a t i v e  measures .  Of t h e  
many p o s s i b i l i t i e s ,  t h e  a n a l y s i s  h e r e  c o n s i d e r s  f o u r  groups  o f  d e f i n i t i o n s  
t o t a l l i n g  13 s p e c i f i c  a l t e r n a t i v e s  ' ( t h e  c u r r e n t  pover ty  measure and 12 
o t h e r s  s e l e c t e d  f o r  a n a l y s i s  by t h e  Pover ty  S t u d i e s  Task Force ) .  These 
were s e l e c t e d  because : t h e y  can be s t u d i e d  w i t h  r e a d i l y  a c c e s s i b l e  d a t a ;  
they  a r e  s i m i l a r  t o  a d m i n i s t r a t i v e  p o v e r t y  measures  o r  income e Q i g i b i l i t y  
c r i t e r i a  c u r r e n t l y  used i n  F e d e r a l  programs; and t h e y  can be used t o '  
approximate  t h e  e f f e c t s  of a d o p t i n g  some c o n c e p t s  d i s c u s s e d  i n  t h e  e a r l i e r  
c h a p t e r s .  

Alternative Poverty Definitions 

The f o u r  broad groups  of  a l t e r n a t i v e s  a r e :  s imple  p r o p o r t i o n a t e  
i n c r e a s e s  o r  d e c r e a s e s  of  t h e  c u r r e n t  p o v e r t y  m a t r i x ,  s i m p l i f i c a t i o n s  
o f  t h e  c u r r e n t  pover ty  m a t r i x ,  s i n g l e - d o l l a r  t h r e s h o l d s ,  and r e l a t i v e  
measures  based on median income. The c u r r e n t  p o v e r t y  measure was a l s o  
inc luded  t o  p rov ide  a  p o i n t  o f  r e f e r e n c e  a g a i n s t  which t h e  o t h e r  measures 
could  be compared. . 

The f i r s t  group c o n s i s t s  of  f o u r  m a t r i x e s  d e r i v e d  by m u l t i p l y i n g  
each of  t h e  c u t o f f s  i n  t h e  o f f i c i a l  p o v e r t y  m a t r i x  f o r  1974 (shown i n  
Chapter  I, Table  1 )  by 75 p e r c e n t ,  125 p e r c e n t ,  150 p e r c e n t ,  and 200 
p e r c e n t .  One r e a s o n  f o r  t h e  s e l e c t i o n  of  t h e s e  c u t o f f s  was t o  demons t ra te  
t h e  importance  of  t h e  l e v e l  of  t h e  pover ty  t h r e s h o l d s ,  compared t o  t h a t  
o f  ad jus tments  f o r  r e s i d e n c e  and fami ly  compos i t ion  ( a n a l y z e d  i n  t h e  n e x t  
s e t  o i  a1  t e r n a t i v e s ) .  i n  d e t e r m i n i n g  t h e  pover ty  p o p u l a t i o n .  Also ,  some 
F e d e r a l  programs, such a s  t h o s e  o f  t h e  Department o f  A g r i c u l t u r e ,  d e f i n e  
e l i g i b i l i t y  on t h e  b a s i s  of  s imple  p r o p o r t i o n a l  i n c r e a s e s  i n  t h e  o f f i c i a l  
pover ty  c u t o f f s .  Fur thermore ,  a s  noted e a r l i e r ,  many commonly proposed 
p o v e r t y  measures  have t h e  e f f e c t  of  r a i s i n g  t h e  pover ty  income l e v e l s .  
The s t a t i s t i c a l  e f f e c t  of such changes c a n  be approximated by r e f e r e n c e  
t o  one of  t h e  h i g h e r  s e t s  of  pover ty  c u t o f f s  inc luded  h e r e .  A p o v e r t y  
l i n e  s e t  a t  75 p e r c e n t  of t h e  c u r r e n t  t h r e s h o l d  i s  a l s o  shown. Th i s  
i n f o r m a t i o n  i s  provided t o  i d e n t i f y  t h o s e  groups  o f  people  who a r e  most 
s e v e r e l y  i n  need. Fur the rmore ,  i n  making a d m i n i s t r a t i v e  a d a p t a t i o n s  o f  
t h e  pover ty  l i n e ,  program a d m i n i s t r a t o r s  may d e s i r e  t o  r a i s e  income 
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e l i g i b i l i t y  c r i t e r i a  above t h e  pover ty  l i n e  i n  some p l a c e s  and lower t h e  
c r i t e r i a  below t h e  pover ty  l i n e  i n  o t h e r  p l a c e s ,  in  o r d e r  t o  accommodate 
v a r i a t i o n s  i n  l o c a l  l a b o r  m a r k e t s ,  l o c a l  p r i c e s ,  t h e  e x t e n t  of  pover ty ,  o r  
o t h e r  c o n d i t i o n s .  Simple s c a l i n g s  of  t h e  1974 pover ty  c u t o f f s  f o r  a  nonfarm 
male-headed fami ly  of four  wi th  two c h i l d r e n  a r e  a s  f o l l o w s :  

75% of 125% of 150X of 200% of  
Cur ren t  Cur ren t  Cur ren t  Cur ren t  Cur ren t  
Measure Measure Measure Measure -- Measure -- 

The second group c o n s i s t s  of  t h r e e  p r o g r e s s i v e  s i m p l i f i c a t i o n s  of  
t h e  c u r r e n t  pover ty  measure .  These were s t u d i e d  because  it .has been argued 
t h a t  t h e  v a r i o u s  ad jus tments  f o r  r e s i d e n c e  and fami ly  composi t ion a r e  no t  
a c c u r a t e  o r  n e c e s s a r y .  Also ,  most a d m i n i s t r a t i v e  uses  of  t h e  pover ty  
measure a s  an e l i g i b i l i t y  c r i t e r i o n  do not  i n c o r p o r a t e  a l l  of  t h e  r e f i n e -  
ments i n  t h e  c u r r e n t  pover ty  m a t r i x .  For example,  t h e  income e l i g i b i l i t y  
g u i d e l i n e s  of t h e  Community S e r v i c e s  A d m i n i s t r a t i o n  a r e  based on fami ly  
s i z e  and farm-nonfarm r e s i d e n c e ,  b u t  no t  on sex  of head o r  number of  
c h i l d r e n  under 18. Other a d m i n i s t r a t i v e  g u i d e l i n e s  i n c l u d e  d i s t i n c t i o n s  
o n l y  f o r  f a m i l y  s i z e .  For t h i s  a n a l y s i s ,  f i r s t  t h e  farm-nonfarm d i f f e r -  
e n t i a l  was e l i m i n a t e d  by us ing  t h e  nonfarm t h r e s h o l d s  o f ,  t h e  c u r r e n t  
pover ty  m a t r i x .  Next, t h e  d i s t i n c t i o n  based on sex  of t h e  head was 
e l i m i n a t e d  by us ing  t h e  nonfarm male-headed fami ly  t h r e s h o l d s .  F i n a l l y ,  
t h e  d i s t i n c t i o n s  f o r  t h e  number of  r e l a t e d  c h i l d r e n  under 18 were e l i m i n a t e d  
by u s i n g  weighted average  t h r e s h o l d s  f o r  each family  s i z e  c a t e g o r y .  
S i m p l i f i e d  pover ty  c u t o f f s  i n  1974 a r e  shown below. For non.farm and 
male-headed family  c u t o f f s ,  s e e  Table  1. 

Famil y-Size 
and Type 

1 Person 
Under 65  
Over 6 5  

2  Persons  
Head under 6 5  
Head over  65 

3 Persons  
4  Persons  
5  Persons  
6 Persons  
7 o r  more Persons  

1974 Weighted Average 
Pover tv  C u t o f f s  

The t h i r d  group c o n s i s t s  of  two s i n g l e - d o l l a r  pover ty  t h r e s h o l d s ,  
which a r e  i n v a r i a n t  wi th  r e s p e c t  t o  f ami ly  s i z e .  The f i r s t ,  t h e  low 



t h r e s h o l d ,  was $3 ,220  f o r  a l l  f a m i l i e s ;  t h a t  amount was chosen because  
i t  y i e l d e d  a  pover ty  count e q u a l  t o  t h e  nu6ber of poor pe r sons  d e r i v e d  
by t h e  c u r r e n t  measure i n  1969 £rom t h e  1970 Census of  P o p u l a t i o n .  The 
high t h r e s h o l d  i s  t h e  average weighted t h r e s h o l d  f o r  a  nonfarm f a m i l y  
o f  f o u r  i n  t h e  c u r r e n t  poverty '  m a t r i x ,  e q u a l  ' t o  $5 ,038  i n  1974. 

Such measures  s e r v e  as  a  p o i n t  of  r e f e r e n c e  t o  i l l u s t r a t e  t h e  e f f e c t  
o f  v a r i a t i o n s  f o r  f a m i l y  s i z e  on t h e  compos i t ion  of  t h e  poor .  S ing le -  
d o l l a r  c u t o f f s  a r e  sometimes used f o r  a n a l y t i c a l  purposes  o r  a s  admin- 
i s t r a t i v e  c r i t e r i a  f o r  d i s t r i b u t i n g  F e d e r a l  funds .  The Comprehensive 
Employment and T r a i n i n g  A c t ,  f o r  example ,  d i s t r i b u t e s  manpower revenue- 
s n a r i n g  funds  t o  l o c a l  governments i n  p a r t  ( b y  a  we igh t ing  f a c t o r  of  1 2 . 5  
p e r c e n t )  based on t h e  number of f a m i l i e s  i n  each u n i t  of  a  government ' s  
j u r i s d i c t i o n  wi th  an income l e s s  than  a  f i x e d  amount; and a  $2,000 t h r e s h o l d  
was used f o r  d i s t r i b u t i n g  T i t l e  I funds under t h e  Elementary  and'  Secondary 
Educa t ion  Act u n t i l  1974. Although i n  t h i s  a n a l y s i s  t h e  h i g h  t h r e s h o l d  
( l i k e  t h e  c u r r e n t  measure) was v a r i e d  over  t ime by t h e  annual  r i s e  i n  t h e  
Consumer P r i c e  Index ,  t h e  low t h r e s h o l d  was h e l d  c o n s t a n t  a t  $3 ,200 over  
t h e  e i g h t - y e a r  pe r iod  of  a n a l y s i s ,  1967-1974. Thus,  t h e  low t h r e s h o l d  a l s o  
i l l u s t r a t e s  t h e  e f f e c t  of  a  pover ty  measure  which i s  no t  a n n u a l l y  upda ted .  
S i n g l e - d o l l a r  c u t o f f s  i n  1974 a r e  p r e s e n t e d  below. 

Low Cutoff  High Cutoff  

The f o u r t h  group c o n s i s t s  of  t h r e e  d i f f e r e n t  r e l a t i v e  measures  of  
p o v e r t y .  Each measure i s  based on 50 p e r c e n t  of  some median income. F i f t y  
i s  an a r b i t r a r y  pe rcen tage  which was s e l e c t e d  because i t  i s  f r e q u e n t l y  
used i n  d i s c u s s i o n s  of  r e l a t i v e  p o v e r t y  measures .  The i n t e r e s t  i n  t h e s e  
measures  i s  p r i m a r i l y  i n  t h e i r  behav io r  over  t ime  and t h e i r  r e l a t i o n s h i p  
t o  t h e  more c o n v e n t i o n a l  measure(s1  updated by t h e  Consumer P r i c e  Index .  

The f i r s t  r e l a t i v e  measure examined was a  doub le  t h r e s h o l d  d i s -  
t i n g u i s h i n g  between f a m i l i e s  and u n r e l a t e d  i n d i v i d u a l s :  f o r  f a m i l i e s ,  
t h e  pover ty  t h r e s h o l d  was s e t  a t  50 p e r c e n t  of  median f a m i l y  income 
($6 ,418  i n  1974,  o r  50 pe rcen t  o f  $12 ,836) ;  f o r  u n r e l a t e d  i n d i v i d u a l s ,  
t h e  t h r e s h o l d  was s e t  a t  50 p e r c e n t  of t h e  median income f o r  u n r e l a t e d  
i n d i v i d u a l s  ( $ 2 , 2 2 0  i n  1974,  o r  50 p e r c e n t  o f  $4 ,439) .  Th i s  l a r g e  
d i f f e r e n c e  i n  t h e  t h r e s h o l d s  f o r  t h e s e  two groups  of  people  r e f l e c t s  
t h e  f a c t  t h a t  u n r e l a t e d  i n d i v i d u a l s  a s  a  group r e c e i v e  much lower incomes 
t h a n  f a m i l i e s .  

The r e m a i n i n g , t w o  r e l a t i v e  measures  c o n s i d e r e d  use 50 p e r c e n t  of  a  
base  median income and a d j u s t  it f o r  fam.ily s i z e  by us ing  t h e  e q u i v a l e n c e  
s c a l e s  i m p l i c i t  i n  t h e  c u r r e n t  pover ty  measure .  ( ~ h e s e  e q u i v a l e n c e  s c a l e s  
a r e  d e s c r i b e d  i n  Chapter I V  and a r e  i l l u s t r a t e d  i n  Table  1 1 . )  I n  one 
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c a s e ,  t h e  b a s e  median income i s  t h a t  f o r  a l l  f a m i l i e s  ($12,836 i n  1974) ;  
i n  t h e  o t h e r ,  t h e  median income i s  t h a t  f o r  a  nonfarm f a m i l y  of  four  wi th  
a  male head and two c h i l d r e n  ($14,004 i n  1974).  I n  b o t h  c a s e s ,  50 p e r c e n t  
of t h e  b a s e  median .income was assumed t o  r e p r e s e n t  t h e  pover ty  t h r e s h o l d  
f o r  t h e  t y p i c a l  f a m i l y  of f o u r  j u s t  d e s c r i b e d ,  and t h e  e q u i v a l e n c e  s c a l e  
was used t o  c a l c u l a t e  t h e  comparable c u t o f f s  f o r  t h e  123 o t h e r  f ami ly  s i z e s  
and types .  Income e l i g i b i l i t y  c r i t e r i a  based on median income have been 
i n c l u d e d  i n  r e c e n t l y  e n a c t e d  l e g i s l a t i o n s ,  such a s  T i t l e  11 of t h e  Housing 
and Community Development Act of 1974 and T i t l e  XX of  t h e  S o c i a l  S e c u r i t y  
Act. Those d e f i n i t i o n s ,  however, use  l o c a l  median incomes r a t h e r  t h a n  
t h e  n a t i o n a l  median. T i t l e  XX r e q u i r e s  t h e  median income f o r  each s t a t e  
t o  be  used i n  e s t a b l i s h i n g  i t s  income e l i g i b i l i t y  s t a n d a r d ,  and t h e  housing 
Act u s e s  median income f o r  a  m e t r o p o l i t a n  a r e a  i n  e s t a b l i s h i n g  t h e  income 
e l i g i b i l i t y  l e v e l  f o r  t h e  a r e a .  N a t i o n a l  median incomes' i n  1974 were a s  
fo  1 lows : 

A l l  f a m i l i e s  $12,836 

Male-he aded 
Nonfarm f a m i l i e s  of four  
W i  t h  two c h i l d r e n  

Unre la ted  i n d i v i d u a l s  $ 4,439 

The e f f e c t  of t h e  a l t e r n a t i v e  measures  on t h e  s i z e  of  t h e  pover ty  
p o p u l a t i o n  i n  1974,  based on t h e  March 1975 Cur ren t  P o p u l a t i o n  Survey,  
i s  d e s c r i b e d  i n  t h e  nex t  s e c t i o n .  

The Number of Poor, 1974 

F i g u r e  3 i l l u s t r a t e s  t h e  e f f e c t  of t h e  13 d e f i n i t i o n s  of  pover ty  
on t h e  s i z e  of t h e  pover ty  p o p u l a t i o n .  P o r t r a y e d  a s  t h e  f i r s t  b a r  on 
t h e s e  g r a p h s ,  t h e  c u r r e n t  pover ty  measure  p r o v i d e s  t h e  b a s i s  of c a n p a r i -  
son f o r  t h e  o t h e r  measures.  

S u c c e s s i v e l y  s c a l i n g  t h e  c u r r e n t  pover ty  t h r e s h o l d s  by 75 p e r c e n t ,  
125 p e r c e n t ,  150 p e r c e n t ,  and 200 p e r c e n t  h a s  t h e  l a r g e s t  impact on t h e  
number of  poor  p e r s o n s  and poor  f a m i l i e s ,  and t h e  pover ty  p o p u l a t i o n  i s  
l a r g e s t  f o r  200 p e r c e n t  of  t h e  c u r r e n t  measure. A p a t t e r n  of i n c r e a s e  i s  
observed w i t h  t h e  upward s h i f t s :  f o r  eve ry  5  p e r c e n t  i n c r e a s e  i n  t h e  
c u r r e n t  c u t o f f s ,  approx imate ly  two m i l l i o n  pe r sons  a r e  added t o  t h e  pover ty  
p o p u l a t i o n ,  and t h e  p e r c e n t  of t h e  p o p u l a t i o n  counted a s  poor i n c r e a s e s  one 
pe rcen tage  p o i n t .  Th i s  p a t t e r n  was a l s o  observed f o r  t h e  downward s h i f t  t o  
75 p e r c e n t  of t h e  c u r r e n t  measure.  A s  shown i n  Tab le  1 7 ,  t h e  number of 
poor pe r sons  r i s e s  from 14.5 m i l l i o n  w i t h  75 p e r c e n t  of  t h e  c u r r e n t  measure ,  
o r  6.9 p e r c e n t  of t h e  p o p u l a t i o n  t o  69.4 m i l l i o n ,  o r  33.1 p e r c e n t  of t h e  
p o p u l a t i o n  wi th  200 p e r c e n t  of  t h e  c u r r e n t  measure.  The comparable pover ty  
r a t e s  f o r  f a m i l i e s  a r e  s l i g h t l y  lower ,  5.5 p e r c e n t  and 28.8 p e r c e n t .  
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Table  17. Comparison of  Pover ty  P o p u l a t i o n  
Under S e l e c t e d  A l t e r n a t i v e  D e f i n i t i o n s  of  Pover ty , .  1974 

1 1 P e ; ~ , i e ; o ; ~ l p o o r  

Alternat ive  Def ini t ion Percent of  

Thresholda (mi l l ions)  . Population 

Current measure $ 5,038 24.3  11.6% 

75% of  current measure 3,779 14.5  6 .9  

125% o f  current measure 6.298 34.6 16 .5  

150% of current measure 7,557 45.2  21.6 

200% o f  current measure 10,076 69.4 33.1 

SOURCE: Special tabulat ions  by the  Census Bureau from the March 1975 Current 
Population Survey. 

a Weighted average threshold for  a nonfarm family of four. 

Compared t o  t h e  c u r r e n t  measure ,  t h e  p r o g r e s s i v e  s i a p l i  f i c a t i o n s  
of t h e  c u r r e n t  measure have l i t t l e  impact on t h e  s i z e  of  t h e  pover ty  
p o p u l a t i o n .  E l i m i n a t i n g  t h e  farm-nonfarm d i f f e r e n t i a l  r a i s e s  t h e  pover ty  
r a t e  s l i g h t l y  t o  11.7 p e r c e n t ,  a s  70,000 farm f a m i l i e s  and 19,000 unre- 
l a t e d  i n d i v i d u a l s  l i v i n g  on farms ( a  t o t a l  of 274,000 p e r s o n s )  a r e  added 
t o  t h e  pover ty  p o p u l a t i o n .  An a d d i t i o n a l  612,000 pe r sons  a r e  coun ted  a s  
poor  when t h e  h i g h e r  t h r e s h o l d s  f o r  male-headed f a m i l i e s  a r e  s u b s t i t u t e d  
f o r  t h e  t h r e s h o l d s  a s s i g n e d  t o  female-headed f a m i l i e s  i n  t h e  Orshansky 
m a t r i x ,  r a i s i n g  t h e  pover ty  r a t e  t o  12.0 p e r c e n t .  I n  t h e  f i n a l  s impl i -  
f i c a t i o n ,  t h e  v a r i a t i o n s  based on number of r e l a t e d  c h i l d r e n  under 18 
were  o m i t t e d .  The number of poor  u n r e l a t e d  i n d i v i d u a l s  i s  t h e r e f o r e  
u n a f f e c t e d .  The number of poor pe r sons  and t h e  number of  poor f a m i l i e s  
d e c r e a s e s  s l i g h t l y ,  and t h e  pover ty  r a t e s  a r e  v i r t u a l l y  t h e  same, 12.0 
p e r c e n t  and 9.4 p e r c e n t ,  a s  i n  t h e  p rev ious  s i m p l i f i c a t i o n .  A d d i t i o n a l  
a n a l y s i s  of t h e  e f f e c t  of p r o g r e s s i v e  s i m p l i f i c a t i o n s  of t h e  c u t o f f s  i s  
found i n  Techn ica l  Paper  X I ,  which d e a l s  wi th  upda t ing  and r e v i s i n g  t h e  
c u r r e n t  pover ty  measure  o n  t h e  b a s i s  of c u r r e n t  food p l a n s  and consumption 
p a t  t e r n s .  

The pover ty  coun t  r e s u l t i n g  from t h e  low s i n g l e - d o l l a r  t h r e s h o l d  
($3,200)  i s  17.4 m i l l i o n  p e r s o n s ,  c o n s i d e r a b l y  lower t h a n  t h e  p o p u l a t i o n  
d e f i n e d  by t h e  c u r r e n t  measure  -- 24.3 m i l l i o n  i n  1974 -- and t h e  lowes t  
of any of t h e  a l t e r n a t i v e s ,  wi th  t h e  e x c e p t i o n  o f  75 p e r c e n t  of  t h e  
c u r r e n t  measure.  However,' t h e  impact on f a m i l i e s  d i f f e r s  g r e a t l y  from 
t h e  impact on u n r e l a t e d  i n d i v i d u a l s .  Far  more u n r e l a t e d  i n d i v i d u a l s  
a r e  poor under t h i s  d e f i n i t i o n ,  and f a r  fewer f a m i l i e s .  With t h e  h i g h  
s i n g l e - d o l l a r  pover ty  t h r e s h o l d  ( $ 5 , 0 3 8 ) .  a  much l a r g e r  number of pe r sons  
a r e  inc luded  i n  t h e  pover ty  p o p u l a t i o n ,  32.7 m i l l i o n .  Compared t o  t h e  
c u r r e n t  pover ty  measure ,  t h i s , d i f f e r e n c e  i s  due e n t i r e l y  t o  t h e  f a m i l y  



s i z e  e q u i v a l e n c e s ,  a s  many more smal l  f a m i l i e s  ( two  and t h r e e  p e r s o n s )  
and u n r e l a t e d  i n d i v i d u a l s  a r e  counted a s  poor wi th  t h e  h igh  s i n g l e -  
d o l l a r  c u t o f f .  T h i s  pover ty  measure  produces  t h e  l a r g e s t  number of poor  
u n r e l a t e d  i n d i v i d u a l s ,  about  10.5  m i l l i o n .  Although t h e  number of b o t h  
poor  f a m i l i e s  and poor  u n r e l a t e d  i n d i v i d u a l s  i n c r e a s e s ,  t h i s  pover ty  
p o p u l a t i o n  i s  comprised of  a  s m a l l e r  p r o p o r t i o n  of pe r sons  l i v i n g  i n  
f a m i l i e s  t h a n  t h e  c u r r e n t  pover ty  p o p u l a t i o n ,  a s  shown i n  F i g u r e  4 .  

Unrelated 
nd lv idua l  

L iv ing  
i n  

Fami l i e s  

Current 
Poverty 
Measure 

Unrelated 
!ndividualt  

4 1 . 9  

5 8 . 1  

L iv ing  
i n  

Fami l i e s  

Lor: 
Single-  
Do l lar  
Cutoff 

Unrelated 
ndividual .  

32.2 
6 7 . 8  

L iv ing  
i n  

Fami l i e s  
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SOURCE: Spec ia l  tabu la t ions  by the Ceosua Bureau from the 
h r c h  1975 Current Population Survey. 

- F i g u r e  4 .  D i s t r i b u t i o n  of  Poor Persons  by L i v i n g  Arrangements,  
C u r r e n t  Pover ty  Measure and Sing l e - D o l l a r  Pover ty  C u t o f f s ,  19 74 

The t h r e e  r e l a t i v e  p o v e r t y  measures based on 50 p e r c e n t  of  median 
incane  a l l  produce h i g h e r  pover ty  c o u n t s  t h a n  t h e  c u r r e n t  measure .  A l -  
though two measures -- 50 p e r c e n t  of  median income unad jus ted  f o r  f ami ly  
s i z e  e x c e p t  by f a m i l i e s  and u n r e l a t e d  i n d i v i d u a l s ,  and 50 p e r c e n t  of 
median fami ly  income a d j u s t e d  by t h e  e q u i v a l e n c e  s c a l e  i m p l i c i t  i n  t h e  
c u r r e n t  pover ty  m a t r i x  -- produce a lmost  i d e n t i c a l  c o u n t s  of poor  pe r sons  
(abou t  36 m i l l i o n ) ,  t h e  former pover ty  p o p u l a t i o n  h a s  more f a m i l i e s  and 
fewer u n r e l a t e d  i n d i v i d u a l s  t h a n  t h e  l a t t e r .  R e f l e c t i n g  t h e  v e r y  low 
median income of u n r e l a t e d  i n d i v i d u a l s  and t h e  r e s u l t i n g  lower c u t o f f  i n  
t h e  f i r s t  i n s t a n c e ,  $2,220 compared t o  $3,192,  fewer  u n r e l a t e d  i n d i v i d u a l s  



a r e  counted a s  poor when 50 p e r c e n t  of t h e i r  own median income i s  used.  
On t h e  o t h e r  hand,  t h e  a d j u s t e d  50 pe rcen t  of median fami ly  income l o s e s  
more two-person and th ree -pe rson  f a m i l i e s  t h a n  i t  g a i n s  five-or-more- 
person f a m i l i e s ,  compared t o  t h e  unad jus ted  50 p e r c e n t  median income 
measure ,  so  t h a t  t h e  number of poor  f a m i l i e s  f a l l s .  T h i s  comparison 
p rov ides  a n o t h e r  i l l u s t r a t i o n  of t h e  e f f e c t  of e q u i v a l e n c e  s c a l e s  on 
pover ty  c o u n t s .  F i n a l l y ,  us ing  50 p e r c e n t  of t h e  median income of t h e  
base  c a s e  f a m i l y  (nonfarm,  two-child fami ly  of  four  wi th  a  male head)  
a d j u s t e d  f o r  f ami ly  s i z e  p roduces  a  pover ty  p o p u l a t i o n  a lmost  a s  l a r g e  
a s  t h a t  wi th  150 p e r c e n t  of t h e  c u r r e n t  p o v e r t y  measure ,  41.2 m i l l i o n .  
The r e a s o n  i s  t h a t  t h e  c u t o f f  f o r  t h e  base  c a s e  fami ly  i s  v e r y  s i m i l a r  
f o r  each measure,  $7,002 compared t o  $7,500;  c o n s e q u e n t l y ,  t h e  f u l l  pover ty  
m a t r i x e s  a r e  v e r y  s i m i l a r .  

In  summary, t h e  l a r g e s t  impact on t h e  s i z e  of  t h e  pover ty  p o p u l a t i o n  
r e s u l t s  £ran l a r g e  inc rements  i n  t h e  l e v e l  of  t h e  c u r r e n t  t h r e s h o l d s .  
Of a l l  t h e  a l t e r n a t i v e s  c o n s i d e r e d ,  t h e  pover ty  p o p u l a t i o n  i s  l a r g e s t  
when 200 pe rcen t  of  t h e  c u r r e n t  p o v e r t y  measure i s  u s e d ,  b u t  even 150 
p e r c e n t  of t h e  c u r r e n t  measure  y i e l d s  a  h i g h e r  a b s o l u t e  p o v e r t y  count  
t h a n  t h e  o t h e r  measures .  Because of  t h e i r  smal l  f ami ly  s i z e  and g e n e r a l l y  
low income, u n r e l a t e d  i n d i v i d u a l s  a r e  an  e x c e p t i o n ;  t h e  h i g h  s i n g l e -  
d o l l a r  t h r e s h o l d  g e n e r a t e s  t h e  l a r g e s t  number of poor u n r e l a t e d  i n d i v i d -  
u a l s .  Using 75 p e r c e n t  of t h e  c u r r e n t  measure  produces  t h e  s m a l l e s t  
pover ty  popu la t ion  f o r  b o t h  persons  i n  f a m i l i e s  and u n r e l a t e d  i n d i v i d u a l s .  

Characteristics of the Poor, 1974 

An impor tan t  c o n s i d e r a t i o n  i n  ana lyz ing  t h e  a l t e r n a t i v e  d e f i n i t i o n s  
of pover ty  i s  t h e  compos i t ion  of d i f f e r i n g  pover ty  p o p u l a t i o n s .  Knowing 
p r e c i s e l y  who i s  counted a s  poor i s  a s  impor tan t  a s  knowing t h e  number 
of poor. Th i s  s e c t i o n  e x p l o r e s  t h e  impact of t h e  v a r i o u s  pover ty  d e f i n i -  
t i o n s  on t h e  c h a r a c t e r i s t i c s  o f  t h e  poor i n  1974. A s  g e n e r a l  background 
t o  t h i s  d i s c u s s i o n ,  a  b r i e f  d e s c r i p t i o n  of t h e  c u r r e n t  pover ty  p o p u l a t i o n  
i s  provided.  

Under t h e  c u r r e n t  pover ty  measure ,  t h e  pover ty  p o p u l a t i o n  h a s  a  
g r e a t e r  p r o p o r t i o n  of t h e  e l d e r l y ,  female-headed f a m i l i e s ,  b l a c k s ,  t h e  
p o o r l y  e d u c a t e d ,  and u n r e l a t e d  i n d i v i d u a l s  ( e s p e c i a l l y  e l d e r l y  u n r e l a t e d  
i n d i v i d u a l s )  than  t h e  g e n e r a l  p o p u l a t i o n .  For example, 46 p e r c e n t  o f  
poor  f a m i l i e s  a r e  headed by a  f emale ,  and c h i l d r e n  i n  female-headed 
f a m i l i e s  a r e  about 6  t i m e s  a s  l i k e l y  t o  be  poor a s  c h i l d r e n  i n  male- 
headed f a m i l i e s  ( 5 2  p e r c e n t  v s .  9  p e r c e n t ) .  B lacks  a r e  more t h a n  3 
t i m e s  a s  l i k e l y  a s  w h i t e s  t o  be  poor;  b l a c k s  comprise  almost  o n e - t h i r d  
o f  t h e  poor  p o p u l a t i o n ,  compared t o  o n l y  11 p e r c e n t  of t h e  t o t a l  popu- 
l a t i o n .  About 16 p e r c e n t  of t h e  e l d e r l y  a r e  poor ,  compared t o  a  pover ty  
r a t e  of  12 p e r c e n t  f o r  t h e  g e n e r a l  p o p u l a t i o n ,  and t h e  e l d e r l y  c o n s t i t u t e  
14  p e r c e n t  of t h e  pover ty  popu la t ion .  Only one- th i rd  of poor pe r sons  over  
14 y e a r s  have a  h igh-school  d iplcma.  Although about  two- th i rds  of  poor  
f a m i l i e s  r e c e i v e  some e a r n i n g s ,  employment t e n d s  t o  be  u n s t a b l e ;  o n l y  19 



p e r c e n t  of poor  f a m i l y  heads  have f u l l - t i m e ,  year-round employment. 
Table  18 summarizes some of  t h e s e  c h a r a c t e r i s t i c s .  

Tab le  18. S e l e c t e d  C h a r a c t e r i s t i c s  of  t h e  Pover ty  P o p u l a t i o n  
Under t h e  Cur ren t  D e f i n i t i o n ,  1974 

Characteristic 
Percent of Percent of / poverty I Total 
Population Population 

Persons 

Black 30.8% 11.4% 

Elderly 13.6 10.1 

Living in female-headed family 35.3 11.1 

Families 

Female-headed 46.0 13.0 

Received earnings 62.1 88.9 

Head worked full-time, year-round 19.2 61.4 

SOURCE: Special tabulations from the March 1975 Current Population Survey. 

The summary d i s c u s s i o n  i n  t h i s  s e c t i o n  i s  in tended  t o  h i g h l i g h t  t h e  
major  impacts  of t h e  a l t e r n a t i v e  d e f i n i t i o n s  on t h e  compos i t ion  of t h e  
poor .  S e v e r a l  s p e c i f i c  c h a r a c t e r i s t i c s  were s e l e c t e d  f o r  t h i s  i l l u s t r a -  
t i o n  : female-headed f a m i l i e s ,  t h e  e l d e r l y ,  b l a c k s ,  and t h e  working poor. 
S e p a r a t e  c o n s i d e r a t i o n  h a s  a l s o  been g i v e n  t o  school-age c h i l d r e n  because  
of t h e  focus  of t h i s  s t u d y  on T i t l e  I of t h e  Elementary  and secondary 
Educa t ion  Act .  The pover ty  r a t e s  and t h e  c a n p o s i t i o n  of  t h e  poor  by a  
more complete  s e t  of c h a r a c t e r i s t i c s  a r e  provided i n  T a b l e s  19 and 20. 

To s i m p l i f y  t h e  fo l lowing  d e s c r i p t i o n s ,  s e v e r a l  g e n e r a l i z a t i o n s  
c a n  b e  made about t h e  observed t r e n d s  i n  t h e  a l t e r n a t i v e  p o v e r t y  popula- 
t i o n s .  Those d e f i n i t i o n s  which most a l t e r  t h e  s i z e  o f  t h e  pover ty  
p o p u l a t i o n  a l s o  have t h e  g r e a t e s t  e f f e c t  on t h e  c h a r a c t e r i s t i c s  of t h e  
poor .  A s  t h e  c u r r e n t  pover ty  measure  i s  s u c c e s s i v e l y  s c a l e d  by 75 p e r c e n t ,  
125 p e r c e n t ,  150 p e r c e n t ,  and 200 p e r c e n t ,  t h e  pover ty  r a t e  f o r  each  
subgroup i n c r e a s e s  b u t  a t  a  d i f f e r e n t  r a t e .  The c a n p o s i t i o n  of  t h e  e v e r  
l a r g e r  p o v e r t y  p o p u l a t i o n  approaches  t h a t  of t h e  t o t a l  p o p u l a t i o n .  
P r o g r e s s i v e  s i m p l i f i c a t i o n s  of  t h e  c u r r e n t  measure ,  o n  t h e  o t h e r  hand,  
have n e g l i g i b l e  impact on t h e  compos i t ion  of t h e  poor ,  a s  i s  e v i d e n t  
i n  each of  t h e  accompanying f i g u r e s ,  and f o r  t h e  most p a r t  w i l l  b e  ignored 
i n  t h i s  a n a l y s i s .  The s i n g l e - d o l l a r  t h r e s h o l d s ,  which a r e  i n v a r i a n t  w i t h  
r e s p e c t  t o  f ami ly  s i z e ,  change t h e  c a n p o s i t i o n  of  t h e  poor t o  a  l a r g e  
e x t e n t  because  of  t h e i r  d i f f e r e n t i a l  s c r e e n i n g  of l a r g e  and smal l  f a m i l i e s .  



Table 19. Poverty Rates by Selected C h a r a c t e r i s t i c s  
fo r  Al te rna t ive  Poverty D e f i n i t i o n s ,  1974 

I I I I S i m p l i f i c a r i o n s  o f  [ S i n g l e - m l l a r  I 
S c a l i n g  o f  Cur ren t  Measure 

C h a r a c t e r i s t i c s  

I Cur ren t  Measure I c u t o f f s  I R e l a t i v e  Measures 

Pe r sons  

T o t a l  .............. 

Nonfarm 

L iv ing  arrangements:  
In  f a m i l i e s  ...... 

Male headed .... 
Female headed . . 

Unre la t ed  i n d i -  
v i d u a l s  ......... 

Race: 
W h i t e  ............ 
Black ............ 
Other  ............ 

Hale  
Nonfarm 

Age : 
Under 5 y e a r s  . . . . 
5-17 years ....... 
18-64 y e a r s a  . . ... . 
65  y e a r s  6 over . . 

Fami l i e s  

T o t a l  .............. 

Age 
(I S i r e  

Sex of head:  
Hale ............. 
Female ........... 

Presence  o f  c h i l d r e n :  
None ............. 
h e  o r  more ...... 

Low 

Employment s t a t u s  
o f  head:  

employed ......... 
Unemployed ....... 
Not i n  c i v i l i a n  

l a b o r  f o r c e  ..... 
Source o f  income:b 

Earn ings  ......... 
S o c i a l  S e c u r i t y  .. 
P u b l i c  a s s i s t a n c e .  

High 

Unre la t ed  I n d i v i d u a l s  

T o t a l  .............. 

50% 11 S . 
Mediah  
Unadj . 

Sex: 
Male ............. 
Female ........... 

Employment s t a t u s :  
Employed ......... 
Unemployed ....... 
Nor i n  c i v i l i a n  

l a b o r  f o r c e  ..... 
Source  o f  income:b 

Earn ings  ......... 
S o c i a l  S e c u r i t y  .. 
P u b l i c  a s s i s t a n c e .  

SOmce: S p e c i a l  t a b u l a t i o n s  by t h e  Census Bureau from t h e  m r c h  1975 Cur ren t  P o p u l a t i o n  Survey 

a I n c l u d e s  a s m a l l  number of  heads ,  w ives ,  and u n r e l a t e d  i n d i v i d u a l s  14-17 y e a r s  o f  age .  

A f ami ly  or u n r e l a t e d  i n d i v i d u a l  may have more t h a n  one source o f  income. Consequently,  t h e  t o t a l s  f o r  t h e s e  c a t e g o r i e s  exceed t h e  numbers 
of f a m i l i e s  and u n r e l a t e d  i n d i v i d u a l s .  



Table  20. D i s t r i b u t i o n  of t h e  P o v e r t y  P o p u l a t i o n  
by S e l e c t e d  C h a r a c t e r i s t i c s  f o r  A l t e r n a t i v e  P o v e r t y  D e f i n i t i o n s ,  1974 

Persons 

Number (in thousands). 209,343 

Living arrangements: 
- I" families ........ 91.0% . ' Male headed .. .. ... 79.9 . . . . Female headed ..... 11.1 

Unrelated 
individuals ....... 9.0 

Relative Measures 

Race: 
white.. . . . . . . . . . . . . . 87.1 
Black ............... 11.3 
Other....... . . . . . . .  1.6 

Single Dollar 
C u t o f f s  

- Age: 
under 5 years.. . . . . . 7.6 
5-17 years.... ...... 23.8 
18-64 years a ....... 58.5 

-. 65 years and over... 10.1 

50% &-Person- 

Median Family. 
Adj. 

50% U.S. 

Median, unadj. 
Lou 

,Simplifications of 
Current Measure 

Families 

Number (in chousnnds) . 55,712 

Current 
Measure ' characceriscics 50% U.S. 

Median Family, 
Adj. 

High 

sealing of Current Measure 

Sex of head: 
-.,-vale ................ 87.0 

Female.... .......... 13.0 

Total 
Population A g e  

and Sire Nobfarm 

. Presence of children: 
None. ............... 43.8 
One or mare......... 56.2 

M a l e  
Nonfarm 200% 

. . Employment status of . head: - Employed .. .. . ... .. . 72.5 
< Unemployed ......... 5.0 

Not in civilian . labor force ....... 22.4 

150% 75% 

Source of income:b 
"nmings ............ 88.9 
Social Security ..... 21.8 
Public assistance... 7.8 

125% 

. . Unrelated Individuals 
' 'Number (in thousands). 18,872 

, $ex :  .. Male....... ......... 41.8 
Female. ............. 58.2 

Employment status: . . 
Employed ......,..... 51:2 

. Unemployed .......... 4.9 . 
.Not in civilian 
labor force ........ 43.9 

Source of income:b 
Earnings ............ 61.5 
Social Security ..... 37.0 
Public assistance... 8.8 

SOURCE: Special tabulations by the Census Bureau from the Harch 1975 Current Population Survey. 

a Includes a small number of heads, wives, and unrelated individuals 14-17 years of age. 

A family or unrelated individual may have more than one source of income. Consequently, the torale for  these 
categories exceed the numbers o f  families and unrelated individuals. 



I n  g e n e r a l ,  because  t h e  r e l a t i v e  pover ty  measures a d j u s t e d  f o r  f ami ly  s i z e  
and composi t ion a r e  s i m i l a r  i n  1974 t o  t h o s e  r e s u l t i n g  from an upward 
s c a l i n g  of t h e  c u r r e n t  measure by 25 t o  50 p e r c e n t ,  t h e i r  pover ty  popu- 
l a t i o n s  a r e  s i m i l a r  i n  s i z e  and composi t ion.  

Persons  i n  Female-Headed F a m i l i e s  

As shown i n  F i g u r e  5 ,  t h e  pover ty  i n c i d e n c e  f o r  persons  i n  female- 
headed f a m i l i e s  r i s e s  from 3,7 p e r c e n t  t o  64 pe rcen t  a s  t h e  pover ty  
t h r e s h o l d s  a r e  doubled.  A t  t h e  same t i m e ,  t h i s  group f a l l s  from 35 
pe rcen t  t o  22 pe rcen t  of a l l  poor pe r sons ;  t h u s ,  more male-headed f a m i l i e s  
and fami ly  members a r e  added a s  t h e  pover ty  group expands.  Female-headed 
f a m i l i e s  and f a m i l y  members a r e ,  however, s t i l l  g r e a t l y  o v e r r e p r e s e n t e d  
i n  t h e  pover ty  p o p u l a t i o n .  Decreas ing t h e  pover ty  t h r e s h o l d s  t o  75 
pe rcen t  of t h e  c u r r e n t  measure lowers t h e  i n c i d e n c e  of pover ty  t o  24 
p e r c e n t  and r a i s e s  t h e  p r o p o r t i o n  of persons  i n  female-headed f a m i l i e s  t o  
39 p e r c e n t  of t h e  poor. E l i m i n a t i n g  t h e  male-female d i s t i n c t i o n  i n  t h e  
c u r r e n t  pover ty  measure i n c r e a s e s  t h e  pover ty  r a t e  f o r  members of female- 
headed f a m i l i e s  s l i g h t l y ,  from 37 t o  39 p e r c e n t .  The low s i n g l e - d o l l a r  
t h r e s h o l d  s i g n i f i c a n t l y  lowers t h e  pover ty  r a t e  f o r  t h i s  group t o  20 
p e r c e n t ,  and both s i n g l e - d o l l a r  t h r e s h o l d s  d e c r e a s e  t h e i r  s h a r e  of t h e  
poor t o  about 27 p e r c e n t .  The e f f e c t s  of t h e  r e l a t i v e  pover ty  measures 
a r e  s i m i l a r  t o  t h e  25 pe rcen t  and 50 p e r c e n t  i n c r e a s e s  i n  t h e  c u r r e n t  
pover ty  measure ,  r educ ing  persons  i n  female-headed f a m i l i e s  t o  about 30 
pe rcen t  of t h e  poor.  

Blacks  

F i g u r e  6  shows t h a t  t h e  measures have an impact on b l a c k s  s i m i l a r  
t o  t h a t  on persons  i n  female-headed f a m i l i e s .    lacks a s  a  pe rcen tage  
of  t h e  poor f a l l  from 31  pe rcen t  t o  21 p e r c e n t  a s  t h e  c u r r e n t  pover ty  
t h r e s h o l d s  a r e  r a i s e d  by 100 p e r c e n t  ; black  pover ty  i n c i d e n c e  a lmost  
d o u b l e s ,  r i s i n g  from 32 p e r c e n t  t o  62 p e r c e n t .  

School-Age C h i l d r e n  

The pover ty  r a t e s  f o r  c h i l d r e n  aged 5  t o  17 y e a r s  under' t h e  a l t e r -  
n a t i v e  pover ty  d e f i n i t i o n s ,  and t h e i r  r e p r e s e n t a t i o n  i n  t h e  pover ty  
p o p u l a t i o n ,  a r e  d i s p l a y e d  i n  F i g u r e  7. Although t h e  pover ty  r a t e s  f o l l o w  * 

a  p a t t e r n  s i m i l a r  t o  t h o s e  f o r  b l a c k s  and pe r sons  i n  female-headed 
f a m i l i e s ,  they  a r e  a t  a  much lower l e v e l ,  r e a c h i n g  39 p e r c e n t  a t  200 
pe rcen t  of t h e  c u r r e n t  measure.  School-age c h i l d r e n  a r e  not  as  over rep-  
r e s e n t e d  i n  t h e  pover ty  p o p u l a t i o n  a s  t h e  o t h e r  subgroups .  Under t h e  
c u r r e n t  d e f i n i t i o n  they  comprise 31 p e r c e n t  of t h e  pover ty  p o p u l a t i o n ,  
compared wi th  24 pe rcen t  of t h e  g e n e r a l  p o p u l a t i o n .  Only t h e  t h r e e  s i z e -  
i n v a r i a n t  pover ty  t h r e s h o l d s  '-- $3 ,200 ,  $5,038 and 50 p e r c e n t  of unad jus ted  
median fami ly  income -- s i g n i f i c a n t l y  a f f e c t  t h e i r  r e p r e s e n t a t i o n  among t h e  
poor.  Because t h e s e  t h r e e  measures r educe  t h e  number of l a r g e  f a m i l i e s  
r e l a t i v e  t o  u n r e l a t e d  i n d i v i d u a l s ,  poor school-age c h i l d r e n  drop t o  a s  low 



Pover ty  Rate 

Current  S c a l i n g  S i m p l i f i c a t i o n s  S ingle-  R e l a t i v e  
Pover ty  
Eleasures 

Measure of  Current  of  Current  
Measure Measure 

Persons  i n  Female- 
Headed Fami l ies  i n  

T o t a l  P o p u l a t i o n  Pover ty  Popula t ion  

n I I I 
Ln 

R e l a t i v e  
Pover ty  
Measures 

S i m p l i f i c a t i o n s  
o f  Current 
Measure 

S ingle-  
Dol la r  
C u t o f f s  

United Current  
S t a t e s  Eleasure 

S c a l i n g  
of Current  
Measure 

SOURCE: S p e c i a l  t a b u l a t i o n s  by t h e  Census Bureau from t h e  March 1975 Current  P o p u l a t i o n  Survey. 

F i g u r e  5 .  Persons  i n  Female-Headed F a m i l i e s  : 

Pover ty  Rates  and P e r c e n t  of t h e  P o v e r t y  P o p u l a t i o n  
Under A1ternat iv .e  Pover ty  D e f i n i t i o n s ,  1974 



Pover ty  Rate 

S i m p l i f i c a t i o n s  
of Curren t  
Measure 

Curren t  S c a l i n g  
Measure of C u r r e n t  

Measure 

S i n g l e -  R e l a t i v e  
D o l l a r  Pover ty  
C u t o f f s  Measures 

Blacks  i n  
T o t a l  P o p u l a t i o n  Pover ty  Popula t ion  

United Curren t  
S t a t e s  Measure 

S c a l i n g  S i m p l i f i c a t i o n s  
of Curren t  of Curren t  
Measure Measure 

S i n g l e -  R e l a t i v e  
D o l l a r  Pover ty  
C u t o f f s  Measures 

SOURCE: S p e c i a l  t a b u l a t i o n s  by t h e  Census Bureau from t h e  March 1975 C u r r e n t  P o p u l a t i o n  Survey.  

F i g u r e  6 .  Black P e r s o n s :  

Pover ty  Rates  and P e r c e n t  of t h e  P o v e r t y  P o p u l a t i o n  
Under A l t e r n a t i v e  Pover ty  D e f i n i t i o n s ,  1976 
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a s  17 p e r c e n t  of poor pe r sons .  For a l l  o t h e r  measures ,  t h e y  remain a t  
28 t o  32 p e r c e n t  of t h e  poor .  

E l d e r  1 y  

F i g u r e  8 e x h i b i t s  s e v e r a l  s l i g h t l y  d i f f e r e n t  p a t t e r n s  f o r  t h e  
e l d e r l y  ( p e r s o n s  aged 65 o r  more) wi th  r e s p e c t  t o  t h e  a l t e r n a t i v e  pov- 
e r t y  d e f i n i t i o n s .  The i r  pover ty  r a t e s  i n c r e a s e  a s  t h e  c u r r e n t  pover ty  
measure is  s u c c e s s i v e l y  r a i s e d ,  but  a t  a  f a s t e r  r a t e ,  from 16 p e r c e n t  
t o  50 p e r c e n t .  Consequent ly ,  t h e  e l d e r l y  comprise  a  s l i g h t l y  h i g h e r  
p e r c e n t a g e  of t h e  pover ty  p o p u l a t i o n  a t  125 p e r c e n t  and 150 p e r c e n t  o f  
t h e  c u r r e n t  measure,  16 p e r c e n t  compared t o  14 p e r c e n t ,  and d e c l i n e  o n l y  
s l i g h t l y  t o  15 p e r c e n t  a t  200 p e r c e n t  of  t h e  c u r r e n t  measure.  These s m a l l  
d i f f e r e n c e s  a r e  not  s t a t i s t i c a l l y  s i g n i f i c a n t .  As t h e  pover ty  t h r e s h o l d s  
a r e  r a i s e d ,  many e l d e r l y  whose S o c i a l  S e c u r i t y  and pension income i s  o n l y  
m a r g i n a l l y  h i g h e r  t h a n  t h e  c u r r e n t  t h r e s h o l d s  a r e  " recap tu red"  a s  poor.  
When t h e  pover ty  t h r e s h o l d  i s  lowered t o  75 p e r c e n t  of  t h e  c u r r e n t  measure ,  
t h e  pover ty  r a t e  f o r  t h e  e l d e r l y  d e c l i n e s  t o  7  p e r c e n t  and t h e i r  s h a r e  of 
t h e  pover ty  p o p u l a t i o n  i s  reduced t o  10 p e r c e n t .  A s  wi th  school-age 
c h i l d r e n ,  t h e  t h r e e  i n v a r i a n t  pover ty  t h r e s h o l d s  s i g n i f i c a n t l y  a f f e c t  
t h e  r e p r e s e n t a t i o n  of  t h e  e l d e r l y  i n  t h e  pover ty  p o p u l a t i o n .  Th i s  e f f e c t  
i s  i n  t h e  o p p o s i t e  d i r e c t i o n  of t h a t  on t h e  c h i l d r e n ,  however, because  
of t h e  e l d e r l y ' s  preponderance i n  smal l  one-person o r  two-person f a m i l i e s .  
The e l d e r l y  r i s e  t o  29 p e r c e n t  of  t h e  pover ty  p o p u l a t i o n  f o r  t h e  low 
s i n g l e - d o l l a r  t h r e s h o l d  ($3,2001,  and a r e  o n l y  a  s l i g h t l y  lower p r o p o r t i o n  
f o r  t h e  h igh  s i n g l e - d o l l a r  t h r e s h o l d  (27 p e r c e n t ) .  For t h e  unad jus ted  
r e l a t i v e  p o v e r t y  measure,  50 p e r c e n t  of  median income f o r  f a m i l i e s  o r  
u n r e l a t e d  i n d i v i d u a l s ,  t h e  e l d e r l y  c o n s t i t u t e  about o n e - f i f t h  of  t h e  
poor ,  compared t o  on ly  10 p e r c e n t  of the' t o t a l  p o p u l a t i o n .  C l o s e l y  
r e l ? t e d  t o  t h i s  i s  t h e  e f f e c t  of t h e  a l t e r n a t i v e  pover ty  d e f i n i t i o n s  
on f a m i l i e s  and u n r e l a t e d  i n d i v i d u a l s  r e c e i v i n g  S o c i a l  S e c u r i t y .  A 
v e r y  s i m i l a r  p a t t e r n  i s  e v i d e n t  i n  F i g u r e  9 ,  a l though  t h e  impact of 
t h e  s i n g l e - d o l l a r  t h r e s h o l d s  i s  no t  a s  pronounced a s  f o r  t h e  e l d e r l y .  

F a m i l i e s  w i t h  Earn ings  

As noted e a r l i e r ,  about two- th i rds  of  a l l  f a m i l i e s  who a r e  poor 
under t h e  c u r r e n t  measure r e c e i v e  some e a r n i n g s .  Th i s  p r o p o r t i o n  in -  
c r e a s e s  t o  a lmost  t h r e e - q u a r t e r s  when t h e s e  c u t o f f s  a r e  r a i s e d  by 100 
p e r c e n t ,  bu t  it is s t i l l  c o n s i d e r a b l y  lower than  t h e  pe rcen tage  of a l l  
f a m i l i e s  i n  t h e  g e n e r a l  p o p u l a t i o n  wi th  e a r n i n g s ,  which i s  about 90 
p e r c e n t .  The p r o p o r t i o n  of poor f a m i l i e s  w i t h  e a r n i n g s  i s  lowest  u s i n g  
t h e  s i n g l e - d o l l a r  t h r e s h o l d s ,  which a r e  i n v a r i a n t  wi th  r e s p e c t  t o  f ami ly  
s i z e .  The work p a t t e r n s  of t h e  poor t end  t o  be u n s t a b l e ,  and o n l y  19 
p e r c e n t  of  poor f a m i l y  heads under t h e  c u r r e n t  d e f i n i t i o n  worked f u l l - t i m e ,  
year- round,  i n  1974,  compared t o  61 p e r c e n t  of a l l  f ami ly  heads .  R a i s i n g  
t h e  pover ty  c u t o f f s  c a p t u r e s  more and more working poor .  They r e p r e s e n t  
22 p e r c e n t  of a l l  poor f a m i l i e s  a t  125 p e r c e n t  of  t h e  c u r r e n t  measure ,  
25 p e r c e n t  a t  150 p e r c e n t ,  and t h e y  r i s e  t o  34 p e r c e n t  of  poor f a m i l i e s  
a t  pover ty  c u t o f f s  e q u a l  t o  200 p e r c e n t  of  t h e  c u r r e n t  measure.  These 
r e s u l t s  a r e  i l l u s t r a t e d  i n  F i g u r e  10.  
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SOURCE: S p e c i a l  t a b u l a t i o n s  by t h e  Census Bureau from t h e  March 1975 Cur ren t  Popu la t ion  Survey.  

F i g u r e  8. E l d e r l y  P e r s o n s :  

P o v e r t y  R a t e s  and P e r c e n t  of t h e  P o v e r t y  P o p u l a t i o n  
Under A1 t e r n a t  i v e  P o v e r t y  D e f i n i t i o n s ,  1974 
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F i g u r e  9 .  P e r c e n t  of Poor F a m i l i e s  and Poor Unre la ted  I n d i v i d u a l s  
Receiving Socia l  Secu r i ty  Under A l t e rna t ive  Poverty D e f i n i t i o n s ,  1974 



Summary of Poverty Counts and Characteristics 

The e f f e c t  of t h e  a l t e r n a t i v e  pover ty  d e f i n i t i o n s  on t h e  number and 
c h a r a c t e r i s t i c s  of t h o s e  who would be counted a s  poor i s  s u b s t a n t i a l  i n  
some c a s e s .  The composi t ion of  t h e  poor v a r i e s  t h e  most wi th  two b a s i c  
changes  i n  t h e  pover ty  d e f i n i t i o n :  f i r s t ,  l a r g e  inc rements  i n  t h e  l e v e l  of 
t h e  t h r e s h o l d s ,  and second,  e l i m i n a t i o n  of  t h e  v a r i a t i o n s  by fami ly  s i z e .  
The l a r g e  i n c r e a s e s  i n  t h e  pover ty  p o p u l a t i o n  r e s u l t i n g  from s u c c e s s i v e l y  
r a i s i n g  t h e  c u r r e n t  pover ty  t h r e s h o l d s  by 25 p e r c e n t ,  50 p e r c e n t ,  and 

: 100 p e r c e n t  a r e  accompanied by a  s h i f t  i n  t h e  compos i t ion  of  t h e  pover ty  
p o p u l a t i o n  t o  resemble  more c l o s e l y  t h e  o v e r a l l  p o p u l a t i o n .  Even a t  200 
p e r c e n t  of  t h e  c u r r e n t  pover ty  measure ,  however, t h e  pover ty  p o p u l a t i o n  i s  
s t i l l  d i s p r o p o r t i o n a t e l y  comprised of b l a c k s ,  female-headed f a m i l i e s ,  and 
t h e  e l d e r l y .  The i n v a r i a n t  pover ty  t h r e s h o l d s ,  on t h e  o t h e r  hand,  produce 
a  pover ty  wi th  p r o p o r t i o n a t e l y  fewer f a m i l i e s  ( e s p e c i a l l y  l a r g e  
f a m i l i e s ) ,  more u n r e l a t e d  i n d i v i d u a l s ,  fewer female-headed, and more e l d e r l y .  

The s i m p l i f i c a t i o n s  of t h e  c u r r e n t  p o v e r t y  measure ,  by e l i m i n a t i n g  
d i s t i n c t i o n s  f o r  sex  of head,  farm r e s i d e n c e ,  and p resence  o f  c h i l d r e n ,  
have a  n e g l i g i b l e  e f f e c t  on both  t h e  s i z e  and composi t ion of  t h e  p o v e r t y  
p o p u l a t i o n .  

Differences Over Time 

Pover ty  d e f i n i t i o n s  d i f f e r  i n  t h e  manner i n  which t h e y  a r e  updated 
over  t ime.  A l l  measures based on t h e  c u r r e n t  d e f i n i t i o n  a r e  updated each 
yea r  by t h e  annual  pe rcen tage  i n c r e a s e  i n  t h e  Consumer P r i c e  Index.  The 
r e l a t i v e  measures ,  based on median income, a r e  updated each yea r  a s  income 
l e v e l s  change.  Only one of  t h e  pover ty  measures  a n a l y z e d ,  t h e  $3,200 
s i n g l e - d o l l a r  t h r e s h o l d ,  was i n v a r i a n t  over  t ime .  Th i s  s e c t  i o n  c o n s i d e r s  
changes  i n  t h e  e f f e c t  of t h e  d i f f e r e n t  pover ty  measures  over  t i m e ,  wi th  a  
view t o  de te rmin ing  t h e  s t a b i l i t y  of  t h e  p a t t e r n s  observed i n  t h e  1974 
d a t a .  A t t e n t i o n  i s  focused p a r t i c u l a r l y  on t h e  behav io r  of  t h e  pover ty  
p o p u l a t i o n s  f o r  t h e  t i m e - i n v a r i a n t  and t h e  r e l a t i v e  measures  of p o v e r t y .  

F i g u r e  11 i l l u s t r a t e s  how t h e  s i z e  of t h e  pover ty  p o p u l a t i o n  under 
each measure has  v a r i e d  over  t h e  pe r iod  1967 t o  1974,  based on s p e c i a l  
t a b u l a t i o n s  from t h e  March Cur ren t  P o p u l a t i o n  Surveys  f o r  1968, 1970,  
1972,  1974, and 1975. Between 1967 and 1974, t h e  t o t a l  p o p u l a t i o n  
i n c r e a s e d  by a lmost  15 m i l l i o n  p e r s o n s ,  and t h e  pover ty  p o p u l a t i o n  under 
t h e  c u r r e n t  d e f i n i t i o n  dropped from almost  28 m i l l i o n  t o  24 m i l l i o n .  The 
d e s c e n t  was not  smooth, however, wi th  s l i g h t  i n c r e a s e s  o c c u r r i n g  between 
1969 and 1971 and between 1973 and 1974; t h e s e  i n c r e a s e s  c o i n c i d e d  w i t h  
r i s e s  i n  t h e  n a t i o n a l  unemployment r a t e ,  from 3 . 5  p e r c e n t  t o  5 . 9  p e r c e n t  
and from 4.9  pe rcen t  t o  5 . 6  p e r c e n t ,  r e s p e c t i v e l y .  It should  be remem- 
b e r e d ,  however, t h a t  f o r  smal l  a r e a s  t h e r e  i s  l i t t l e  r e l a t i o n s h i p  between 
unemployment and pover ty  (See  Chapter  111 f o r  a  more d e t a i l e d  d i s c u s s i o n  

- o f  unemployment d a t a . )  T h i s  same t r e n d  was r e f l e c t e d  i n  t h e  t h r e e  progres-  
s i v e  s i m p l i f i c a . t i o n s  of t h e  c u r r e n t  measure  ( n o t e  t h a t  it is  imposs ib le  t o  
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F i g u r e  10.  P e r c e n t  o f  Poor  F a m i l i e s  w i t h  E a r n i n g s  
and P e r c e n t  of Poor  F a m i l i e s  w i t h  Head Working Ful l -Time,  Year-Round 
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F i g u r e  11. Number of Pe r sons  i n  Pover ty  
Under A l t e r n a t i v e  P o v e r t y  D e f i n i t i o n s ,  f o r  S e l e c t e d  Years ,  1967-1974 



d i s t i n g u i s h  t h e s e  measures  on t h e  graph because  of t h e i r  c l o s e  s i m i l a r i t y ) ,  
and ,  a t  s u c c e s s i v e l y  h i g h e r  p o s i t i o n s ,  i n  t h e  four  s c a l i n g s  of t h e  c u r r e n t  
measure ( 7 5  p e r c e n t ,  125  p e r c e n t ,  150 p e r c e n t ,  and 200 p e r c e n t ) .  The 
pover ty  c o u n t s  from t h e  r e l a t i v e  measures ,  based on median income, e x h i b i t e d  
much l e s s  v a r i a t i o n  o v e r  t ime.  For  50 p e r c e n t  of t h e  median inccme f o r  
four-person f a m i l i e s ,  a d j u s t e d ,  t h e  c o u n t s  were v i r t u a l l y  i n v a r i a n t ,  and 
f o r  50 p e r c e n t  of median f a m i l y  income, a d j u s t e d ,  o n l y  s l i g h t l y  more change 
over  t ime  was a p p a r e n t .  With t h e  unad jus ted  50 p e r c e n t  of  median income, 
t h e  number of poor pe r sons  s t e a d i l y  i n c r e a s e d  over  t ime.  F i n a l l y ,  a s  
expec ted ,  t h e  i n v a r i a n t  t h r e s h o l d  o f  $3,200 r e s u l t e d  i n  a l a r g e  and s t e a d y  
f a l l  i n  t h e  number of poor  p e r s o n s  from 29 m i l l i o n  i n  1967 t o  17 m i l l i o n  
i n  1974. Th i s  i l l u s t r a t e s  what would happen i f  pover ty  c u t o f f s  were n o t  
a d j u s t e d  f o r  r i s i n g  p r i c e s  o r  a  r i s i n g  s t a n d a r d  of l i v i n g .  

The pover ty  r a t e s  f o r  d i f f e r e n t  subgroups of t h e  p o p u l a t i o n  under 
t h e  a l t e r n a t i v e  pover ty  d e f i n i t i o n s  were a l s o  examined over  t h e  sane 
e  ight -year  p e r i o d ,  1967 th rough  1974. There a r e  two g e n e r a l  d i f f e r e n c e s  
i n  t h e  t r e n d s  f o r  t h e  subgroups  canpared t o  t h e  o v e r a l l  t r e n d s  f o r  t h e  
g e n e r a l  p o p u l a t i o n  d i s c u s s e d  above. The pover ty  r a t e s  under t h e  r e l a t i v e  
measures  were n o t  a s  s t a b l e  and c o n s t a n t  f o r  t h e  subgroups o v e r  t h e  p e r i o d ,  
a l though  t h e  d i f f e r e n c e  was no t  c o n s i s t e n t  among t h e  subgroups .  Both 
upward and downward t r e n d s  were  obse rved ,  i n  a d d i t i o n  t o  g r e a t e r  v a r i a b i l -  
i t y  i n  bo th  d i r e c t i o n s  from one yea r  t o  t h e  n e x t .  A second d i f f e r e n c e  
was t h a t  t h e  pover ty  r a t e s  of t h e  subgroups a t  s u c c e s s i v e l y  h i g h e r  l e v e l s  
of t h e  c u r r e n t  t h r e s h o l d s ,  e s p e c i a l l y  200 p e r c e n t  of t h e  c u r r e n t  measure ,  
d i d  n o t  e x a c t l y  m i r r o r  t h e  p a t t e r n  o v e r  t ime of  t h e  pover ty  r a t e s  w i t h  t h e  
c u r r e n t  measure. Both of t h e s e  d i f f e r e n c e s  i n d i c a t e  t h a t  t h e  income 
d i s t r i b u t i o n  of subgroups  of t h e  p o p u l a t i o n  i s  n o t  a s  r e g u l a r  and s t a b l e  
a s  t h e  income d i s t r i b u t i o n  of t h e  p o p u l a t i o n  a s  a  whole. Also ,  t h e y  may 
r e f l e c t  changes  i n  t h e  c a n p o s i t i o n  of t h e  p o p u l a t i o n  a s  a  whole. 

The l a r g e s t  d i f f e r e n c e s  from t h e  g e n e r a l  p a t t e r n  of a l t e r n a t i v e  
pover ty  r a t e s  over  t ime were observed among t h e  e l d e r l y  and pe r sons  i n  
female-headed f a m i l i e s .  For t h e  e l d e r l y ,  t h e  pover ty  r a t e s  under a l l  
pover ty  d e f i n i t i o n s  d i s p l a y e d  a  s t r o n g  and s t e a d y  downward t r e n d  from 
1967 t o  1974. With t h e  c u r r e n t  measure ,  f o r  example,  t h e  pover ty  r a t e s  
f e l l  from 3 0  p e r c e n t  i n  1967 t o  16 p e r c e n t  i n  1974. The d e c l i n e  over  
t h e  p e r i o d  was about 10 t o  15 pe rcen tage  p o i n t s  f o r  v a r i a n t s  of t h e  cur -  
r e n t  measure ,  a  somewhat s m a l l e r  b u t  s t i l l  a  s t e a d y  d e c l i n e  f o r  t h e  r e l a -  
t i v e  measures ,  and a  much l a r g e r  d e c l i n e  (abou t  45 pe rcen tage  p o i n t s )  f o r  
t h e  c o n s t a n t  s i n g l e - d o l l a r  t h r e s h o l d  of $3,200. T h i s  improvement i n  t h e  
economic p o s i t i o n  of t h e  e l d e r l y  i s  l a r g e l y  a  r e s u l t  of i n c r e a s e s  i n  S o c i a l  
S e c u r i t y  b e n e f i t s  a f t e r  1970,  and ,  t o  a  l e s s e r  e x t e n t ,  l a r g e r  and more 
widespread p r i v a t e  pens ions ,  

The pe rcen tage  of pe r sons  i n  female-headed f a m i l i e s  counted a s  poor 
under t h e  c u r r e n t  measure d e c l i n e d  s l i g h t l y  from 39 pe rcen t  t o  37 pe rcen t  
o v e r  t h e  p e r i o d ,  Most of t h i s  d e c l i n e  occur red  a f t e r  1971. However, t h e  
number of female-headed f a m i l i e s  h a s  i n c r e a s e d  w i t h  t ime.  This  subgroup 
i s  d i s t i n g u i s h e d  by t h e  b e h a v i o r  of i t s  pover ty  r a t e s  under t h e  r e l a t i v e  



measures .  The p e r c e n t  of p e r s o n s  i n  female-headed f a m i l i e s  c l a s s i f i e d  a s  
poor r o s e  s h a r p l y  from 1967 t o  1969 under a l l  t h r e e  r e l a t i v e  measures ,  and 
con t inued  t o  r i s e  u n t i l  1973 f o r  t h e  two measures  based on 50 p e r c e n t  of 
median fami ly  income, a d j u s t e d  and unad jus ted  f o r  f a m i l y  s i z e ,  From 1973 
t o  1974,  t h e  pover ty  r a t e  f e l l  under each of t h e  r e l a t i v e  measures .  T h i s  
p a t t e r n  of  a  r i s i n g  pover ty  r a t e  t o  1973,  followed by a  d r o p ,  was even more 
pronounced f o r  f a m i l i e s  r e c e i v i n g  p u b l i c  a s s i s t a n c e  under t h e  r e l a t i v e  
measures  . 

The pover ty  r a t e s  f o r  o t h e r  subgroups  examined -- b l a c k s ,  f a m i l i e s  
wi th  e a r n i n g s ,  and school-age c h i l d r e n  -- were g e n e r a l l y  s i m i l a r  t o  t h e  
t r e n d s  observed f o r  t h e  o v e r a l l  p o p u l a t i o n  i n  F i g u r e  12. B lacks  e x p e r i -  
enced a  l a r g e r  d r o p  i n  t h e i r  pover ty  i n c i d e n c e  between 1967 and 1969 t h a n  
d i d  t h e  g e n e r a l  p o p u l a t i o n ,  and t h e  d e c l i n e  occur red  under a1 1 a l t e r n a t i v e  
d e f i n i t i o n s .  

The l a r g e s t  change o v e r  t ime i n  t h e  c a n p o s i t i o n  of t h e  a l t e r n a t i v e  
pover ty  p o p u l a t i o n s  a l s o  occur red  f o r  t h e  e l d e r l y  and pe r sons  i n  female- 
headed f a m i l i e s .  Pe r sons  i n  female-headed f a m i l i e s  s t e a d i l y  i n c r e a s e d  a s  
a  pe rcen tage  of t h e  pover ty  p o p u l a t i o n  under a l l  a l t e r n a t i v e  measures .  
While growing from 9  t o  11 p e r c e n t  of t h e  g e n e r a l  p o p u l a t i o n ,  t h i s  group 
r o s e  from 25 p e r c e n t  of  t h e  pover ty  p o p u l a t i o n  under t h e  c u r r e n t  measure 
i n  1967 t o  35 p e r c e n t  i n  1974. Ga ins  of 5  t o  10 p e r c e n t a g e  p o i n t s  were 
made under t h e  a l t e r n a t i v e  measures.  F a m i l i e s  r e c e i v i n g  p u b l i c  a s s i s t a n c e  
exper ienced  an even l a r g e r  growth o v e r  t h e  p e r i o d ,  from 4  p e r c e n t  t o  8 
p e r c e n t  of a l l  f a m i l i e s  and from 21 p e r c e n t  t o  40 p e r c e n t  of poor f a m i l i e s  
under  t h e  c u r r e n t  measure. 

E l d e r l y  p e r s o n s ,  o n  t h e  o t h e r  hand,  were  g e n e r a l l y  a  d e c l i n i n g  
segment of t h e  pover ty  p o p u l a t i o n ,  r e f l e c t i n g  t h e i r  o v e r a l l  d e c l i n e  i n  
pover ty  i n c i d e n c e .  The t r e n d  was n o t  s t e a d y ,  and between 1967 and 1969 
t h e  e l d e r l y  i n c r e a s e d  a s  a  p e r c e n t a g e  of  t h e  poor. Under t h e  c u r r e n t  
measure  they f e l l  from 19 p e r c e n t  of t h e  poor  i n  1967 t o  14 p e r c e n t  i n  
1974,  and t h e i r  r e p r e s e n t a t i o n  i n  most a l t e r n a t i v e  pover ty  p o p u l a t i o n s  
dropped by 2  t o  5  p e r c e n t a g e  p o i n t s  o v e r  t h e  pe r iod .  The o n l y  e x c e p t i o n  
was 200 p e r c e n t  of t h e  c u r r e n t  pover ty  measure;  i n  t h i s  c a s e  t h e  e l d e r l y  
i n c r e a s e d  a s  a  p e r c e n t a g e  of  t h e s e  pover ty  p o p u l a t i o n s .  

Accompanying t h e s e  t r e n d s  were much s m a l l e r  changes i n  t h e  r e p r e s e n -  
t a t i o n  of o t h e r  g roups  i n  each of  t h e  a l t e r n a t i v e  pover ty  p o p u l a t i o n s .  
F a m i l i e s  wi th  e a r n i n g s  d e c l i n e d  from 1967 t o  1974 a s  a  p e r c e n t  of poor 
f a m i l i e s ,  l a r g e l y  a s  a  r e s u l t  of  t h e  d r a m a t i c  growth i n  poor f a m i l i e s  
wi th  p u b l i c  a s s i s t a n c e .  Blacks  and school-age c h i l d r e n ,  who were each 
abou t  30 p e r c e n t  of t h e  pover ty  p o p u l a t i o n  under t h e  c u r r e n t  measure ,  
ma in ta ined  a  f a i r l y  s t a b l e  r e p r e s e n t a t i o n  i n  e a c h  of t h e  a l t e r n a t i v e  
pover ty  p o p u l a t i o n s  o v e r  t h e  pe r iod .  

Although some r a t h e r  l a r g e  changes  i n  pover ty  i n c i d e n c e  and i n  t h e  
compos i t ion  of t h e  poor occur red  over  t h e  e i g h t - y e a r  p e r i o d ,  t h e  d i f -  
f e r e n c e s  between two a d j a c e n t  y e a r s  were n o t  l a r g e .  



Percen t  o f  
Pe r sons  i n  
Pover ty  

150% r u r r e n t  Measure 

50% 4-Person Median Family Income, Adj .  
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-\ 

-\ 50% U.S. Median Family Income, Adj. 
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50% U.S. Median Income, Unadj. 
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125% Cur ren t  ~ e a s u r e -  s. 

-) 

./ . . .  -...- ... - ... - ...#... -... 
Male Nonfarm Family o f  4  
(High S ing le -Dol l a r  C u t o f f )  

S i m p l i f i c a t i o n  o f  Cur ren t  Measure 

Current  Measure 

$3,200 Thresho ld  
(Low S i n g l e - D o l l a r  C u t o f f )  

1967 1969 1971 1973 1974 

SOURCE: S p e c i a l  t a b u l a t i o n s  by t h e  C e n s u s  B u r e a u  f r o m  t h e  M a r c h  C u r r e n t  p o p u l a t i o n  S u r v e y  f o r  1 9 6 8 ,  1 9 7 0 .  

1 9 7 2 ,  1 9 7 4 ,  a n d  1 9 7 5 .  

F igure 1 2 .  Percent  of Persons i n  Poverty 
Under Al te rna t ive  Poverty D e f i n i t i o n s ,  fo r  Selected Years,  1967-1974 



Geographic Distribution of Poverty 

The preceding s e c t i o n s  have d e a l t  w i t h  t h e  impact of  t h e  t h i r t e e n  
pover ty  d e f i n i t i o n s  a t  t h e  n a t i o n a l  l e v e l ,  based on t a b u l a t i o n s  from t h e  
March C u r r e n t  ~ o ~ u l a t i o n  Surveys .  Although t h e  CPS i s  g e o g r a p h i c a l l y  
r e p r e s e n t a t i v e ,  t h e  sample s i z e  of  about 47,000 households  i s  no t  l a r g e  
enough t o  y i e l d  s t a t i s t i c a l l y  r e l i a b l e  e s t i m a t e s  of t h e  number of poor  a t  
t h e  s t a t e  l e v e l ;  t h i s  p o i n t  h a s  been f u r t h e r  e l a b o r a t e d  i n  Chapter  111. 
T h e r e f o r e ,  i n  o r d e r  t o  i n v e s t i g a t e  t h e  impact of  t h e  d e f i n i t i o n s  on t h e  
geograph ic  d i s t r i b u t i o n  of  t h e  poor ,  i t  was n e c e s s a r y  t o  use t h e  One 
P e r c e n t  Sample of t h e  1970 Census of P o p u l a t i o n ,  which c o n t a i n s  o v e r  6  
m i l l i o n  households .  Th i s  s e c t i o n  d i s c u s s e s  d a t a  f o r  t h e  pover ty  popula- 
t i o n  by s t a t e s  i n  1969. 

Concern about  t h e  geograph ic  d i s t r i b u t i o n  of pover ty  a r i s e s  from t h e  
manner i n  which funds  a r e  d i s t r i b u t e d  under T i t l e  I of  t h e  Elementary  
and Secondary E d u c a t i o n  Act. The formula a1 l o c a t e s  a v a i l a b l e  funds accord- 
ing  t o  t h e  number of  school-age c h i l d r e n  i n  f a m i l i e s  w i t h  incomes below 
t h e  a p p r o p r i a t e  pover ty  c u t o f f s .  Thus,  t h e  r e l e v a n t  c r i t e r i o n  i s  a  
s t a t e ' s  s h a r e  of  t h e  pool of  e l i g i b l e  c h i l d r e n  ( i . e . ,  of  t h e  n a t i o n a l  - 
c o u n t  of p o o r ,  school-age c h i l d r e n ) .  T h e r e f o r e ,  t h e  a n a l y s i s  i n  t h i s  
s e c t i o n  i s  concerned wi th  changes  i n  t h e  s h a r e  of  t h e  t o t a l  p o v e r t y  
p o p u l a t i o n  f r o m  t h e  s h a r e  e x i s t i n g  under  t h e  c u r r e n t  pover ty  measure.  - 
The d i s c u s s i o n  i s  p r l m a r l l y  a t  t h e  r e g i o n a l  l e v e l ,  w i t h  d i f f e r e n c e s  
f o r  i n d i v i d u a l  s t a t e s  noted.  F o r  t h e  i n t e r e s t e d  r e a d e r ,  p o v e r t y  r a t e s  
f o r  t h e  e n t i r e  p o p u l a t i o n  i n  1969 a r e  r e p o r t e d  by s t a t e  i n  Table  21 and 
f o r  school-age c h i l d r e n  i n  T a b l e  22. T e c h n i c a l  Paper  X V I I I  c o n t a i n s  a  
more d e t a i l e d  a n a l y s i s  of t h e  s h a r e  a t  t h e  s t a t e  l e v e l .  

F i g u r e  13 i l l u s t r a t e s  t h e  changes  i n  t h e  s h a r e  of  pover ty  f o r  each 
r e g i o n  under t h e  a l t e r n a t i v e  pover ty  d e f i n i t i o n s .  I n  each  c a s e ,  t h e  b a r  
o n  t h e  g raph  r e p r e s e n t s  t h e  r e g i o n ' s  s h a r e  of t h e  pover ty  p o p u l a t i o n  
under e a c h  d e f i n i t i o n  r e l a t i v e  t o  i t s  s h a r e  under t h e  c u r r e n t  d e f i n i t i o n .  
A s  a n  a i d  i n  canpar ing  e f f e c t s ,  we i n t r o d u c e  t h e  n o t i o n  of  a  s h a r e  
r a t i o ,  d e f i n e d  a s  a  r e g i o n ' s  p e r c e n t a g e  of t h e  n a t i o n ' s  poor p o p u l a t i o n  
r e s u l t i n g  from a n  a l t e r n a t i v e  measure d i v i d e d  by i t s  p e r c e n t a g e  r e s u l t i n g  
£ran t h e  c u r r e n t  d e f i n i t i o n .  (Both p e r c e n t a g e s  are based on t h e  same 
y e a r ,  1969.) A r a t i o  of 1.0 i n d i c a t e s  t h a t  a  r e g i o n ' s  s h a r e  i s  unchanged 
by t h e  a l t e r n a t i v e  measure;  a  r a t i o  s m a l l e r  t h a n  1.0 i n d i c a t e s  a  dec reased  
s h a r e .  For  example,  t h e  N o r t h e a s t  c o n t a i n s  17.9 p e r c e n t  of t h e  27.4 
m i l l i o n  poor pe r sons  i n  t h e  Uni ted  S t a t e s  under t h e  c u r r e n t  d e f i n i t i o n  
i n  1969; r a i s i n g  t h e  c u r r e n t  pover ty  t h r e s h o l d s  by 25 p e r c e n t  r e s u l t s  
i n  a  pover ty  p o p u l a t i o n  of  37.5 m i l l i o n  p e r s o n s ,  of which 18.4 p e r c e n t  
r e s i d e  i n  t h e  N o r t h e a s t .  T h e r e f o r e ,  t h e  s h a r e  r a t i o  f o r  t h e  N o r t h e a s t  
under t h e  upward s c a l i n g  of  t h e  c u r r e n t  measure by 25 p e r c e n t  i s  1.03 
(18.4117.9). 

S e v e r a l  broad r e g i o n a l  p a t t e r n s  emerge from F i g u r e  13. The S o u t h ' s  
s h a r e  of  poor pe r sons  g e n e r a l l y  d e c r e a s e s ,  o r  remains  unchanged, f o r  
e v e r y  a l t e r n a t i v e  pover ty  measure ,  w i t h  t h e  e x c e p t i o n  of .  75 p e r c e n t  of t h e  



Table  21. P e r c e n t  of P o p u l a t i o n  i n  Pover ty  
f o r  S e l e c t e d  A l t e r n a t i v e  P o v e r t y  D e f i n i t i o n s ,  by S t a t e ,  1969 

UNITED STATES 

S t a t e  

Alabama 
Alaska 
Arizona 
Arkansas  
C a l i f o r n i a  

Colorado 
Connec t i cu t  
Delaware 
O i s t .  o f  Col. 
F l o r i d a  

Universe  
(000s) 

Georgia  
Hawaii 
Idaho 
I l l i n o i s  
Ind iana  

Iowa 
Kansas 
Kentucky 
Lou i s i ana  
Maine 

Cur ren t  
Measure 

Maryland 
Massachuse t t s  
Michigan 
Minnesota 
M i s s i s s i p p i  

Missour i  
Montana 
Nebraska 
Nevada 
New Hampshire 

New J e r s e y  
New Mexico 
New York 
North Caro l ina  
North Dakota 

Ohio 
Oklahoma 
Oregon 
Pennsylvania  
Rhode I s l a n d  

S c a l i n g  o f  Cur ren t  Measure 

South C a r o l i n a  
South Dakota 
Tennessee 
Texas 
Utah 

R e l a t i v e  Measures 

50% US. 50% 4-Person 
YI% US. Median Median 
Wdian,  Family, Family,  
U n a d j .  A d j  1 Adj. 

S i m p l i f i c a t i o n s  o f  
Cur ren t  Measure 

S ing le -  
Do l l a r  
C u t o f f s  

Vermont 
V i r g i n i a  
Washington 
West V i r g i n i a  
Wisconsin 
Wyoming 

NonfarmNonfarm 75% Low 

- 
SOURCE: S p e c i a l  t a b u l a t i o n s  by  t h e  Census Bureau from t h e  1:100 Sample o f  t h e  1970 Census o f  Popu la t ion .  

125% 150% High 
Male 

200% 
Age 

& S i z e  



T a b l e  22 .  P e r c e n t  of  R e l a t e d  C h i l d r e n  Aged 5-17 Yea r s  i n  P o v e r t y  
f o r  S e l e c t e d  A l t e r n a t i v e  P o v e r t y  D e f i n i t i o n s ,  by S t a t e ,  1969 

I I I S c a l i n g  of Current  Measure I S i m p l i f i c a t i o n s  o f  I o o l i a r  I R e l a t i v e  Measures 

Universe Current  
Cur ren t  Measure 

(000s) Measure 

Male Age 
75% 125% 150% 200% Nonfarm Nonfarm h S i z e  

UNITED STATES 

Alabama 
Alaska 
Arizona 
Arkansas 
C a l i f o r n i a  

Colorado 
Connect icut  
Delaware 
o i s t .  o f  C0l. 
F l o r i d a  

Georgia 
Hawaii 
Idaho 
I l l i n o i s  
Ind iana  

Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 

Maryland 
Massachuset ts  
Michigan 
Minnesota 
M i s s i s s i p p i  

Missouri  
Montana 
Nebraska 
Nevada 
New Hampshire 

New J e r s e y  
New Mexico 
New York 
North Caroliria 
North Dakota 

Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode I s l a n d  

South Caro l ina  
South Dakota 
Tennessee 
Texas 
Utah 

Vermont 
V i r g i n i a  
Washington 
West V i r g i n i a  
Wisconsin 
Wyoming 

SOURCE: S p e c i a l  t a b u l a t i o n s  by t h e  Census Bureau from t h e  1:100 Sample o f  t h e  1970 Census of P o ~ u l a t i o n .  



Share  ''I5 
Ratio 

1.10 Northeast  

Share 
1.15 1 

Ratio 
1 .10  1 North Cen t ra l  

Share 1 - .  
Rat io  

1 .00  

.90 

.85 

v South 

Share 
Ra t io  

1.05 West 

.95 

.90 

Sca l ing  
of Cur ren t  
Measure 

S i m p l i f i c a t i o n s  Single-  
of Current  Dol la r  
Measure C u t o f f s  

R e l a t i v e  
Poverty 
Measures 

SOURCE: S p e c i a l  t a b u l a t i o n s  by t h e  Census Bureau from t h e  1:100 Sample of t h e  1970 
Census of Popula t ion .  

F i g u r e  13.  Regional  Share  of  Poor P e r s o n s  
Under A l t e r n a t i v e  P o v e r t y  D e f i n i t i o n s  a s  a  R a t i o  o f  

Regional  S h a r e  Under C u r r e n t  Pover ty  D e f i n i t i o n ,  1969 



c u r r e n t  measure.  I n  t h i s  s i t u a t i o n ,  t h e  S o u t h ' s  s h a r e  i n c r e a s e s  s l i g h t l y .  
Converse ly ,  t h e  o t h e r  r e g i o n s  g e n e r a l l y  i n c r e a s e  t h e i r  s h a r e  of t h e  pov- 
e r t y  p o p u l a t i o n ,  The s h a r e  of pover ty  i n  t h e  North C e n t r a l  r e g i o n  
i n c r e a s e s  under every  a l t e r n a t i v e  measure.  

These r e g i o n a l  changes ,  f o r  t h e  most p a r t ,  a r e  not  l a r g e .  S i g n i f i -  
c a n t  changes  ( 5  pe rcen t  o r  more) from t h e  s h a r e  of pover ty  under t h e  
c u r r e n t  measure occur  on ly  when t h e  c u r r e n t  pover ty  m a t r i x  i s  r a i s e d  by 
50 p e r c e n t  o r  LOO p e r c e n t  o r  when t h e  s i n g l e - d o l l a r  t h r e s h o l d s  a r e  used .  
The p r o g r e s s i v e  s i m p l i f i c a t i o n s  of t h e  c u r r e n t  measure h a s  a  n e g l i g i b l e  
impact on t h e  r e g i o n a l  d i s t r i b u t i o n s  of pover ty .  Both s i n g l e - d o l l a r  
t h r e s h o l d s  reduce  t h e  S o u t h ' s  s h a r e  of poor pe r sons  by 9 p e r c e n t ,  i n c r e a s e  
t h e  North C e n t r a l ' s  by 9 p e r c e n t ,  and i n c r e a s e  t h e  West ' s  a n d  t h e  North- 
e a s t ' s  by about  6 t o  7  p e r c e n t .  Ra i s ing  t h e  c u r r e n t  pover ty  m a t r i x  by 
100 p e r c e n t  d e c r e a s e s  t h e  S o u t h ' s  s h a r e  by 13 p e r c e n t ,  i n c r e a s e s  t h e  
N o r t h e a s t ' s  and North C e n t r a l ' s  s h a r e s  by 12 t o  13 p e r c e n t ,  and i n c r e a s e s  
t h e  West ' s  s h a r e  by 6 p e r c e n t .  

These broad r e g i o n a l  p a t t e r n s  obscure  some d i f f e r e n c e s  a t  t h e  s t a t e  
l e v e l .  For example,  by u s i n g  75 p e r c e n t  of t h e  c u r r e n t  measure,  M i s s i s s i p p i  
i n c r e a s e s  i t s  s h a r e  of t h e  pover ty  p o p u l a t i o n  more than  does t h e  South a s  
a  whole,  w h i l e  Delaware, Oklahoma, and Texas d e c r e a s e  t h e i r  s h a r e s .  Not 
a 1  1 Sou thern  s t a t e s  c o n s i s t e n t l y  reduce  t h e i r  s h a r e  of  t h e  pover ty  'popula- 
t i o n  f o r  t h e  o t h e r  11 a l t e r n a t i v e  p o v e r t y  measures ,  a s  does t h e  South a s  a  
whole.. 

S e v e r a l  a l t e r n a t i v e s  i n c r e a s e  t h e  p o s i t i o n s  of F l o r i d a ,  Maryland, 
Oklahoma, and V i r g i n i a ,  a l though  u s u a l l y  o n l y  s l i g h t l y .  S e v e r a l  Sou the rn  
s t a t e s  have g r e a t e r  l o s s e s  t h a n  does  t h e  South a s  a  whole. Three s t a t e s  
i n  t h e  North C e n t r a l  r e g i o n  e x p e r i e n c e  a  s i g n i f i c a n t  l o s s  ( i . e . ,  l a r g e r  
t h a n  5  p e r c e n t  of t h e i r  p r e s e n t  s h a r e . o f  t h e  n a t i o n a l  pover ty  p o p u l a t i o n ) :  
North Dakota under both t h e  $3,200 s i n g l e - d o l l a r  c u t o f f  and 75 p e r c e n t  
o f  t h e  c u r r e n t  measure,  and Iowa and Minnesota under 75 p e r c e n t  of t h e  
c u r r e n t  measure.  Other s t a t e s  i n  t h i s  r e g i o n  e x p e r i e n c e  s l i g h t  l o s s e s  
f o r  some a l t e r n a t i v e s ,  and t h e  p a t t e r n  of s i g n i f i c a n t  g a i n s  v a r i e s  among 
t h e  s t a t e s  f o r  t h e  d i f f e r e n t  a l t e r n a t i v e s .  S e v e r a l  N o r t h e a s t e r n  s t a t e s  
e x p e r i e n c e  s i g n i f i c a n t  l o s s e s  a t  75 p e r c e n t  of t h e  c u r r e n t  measure.  
Rhode I s l a n d  is  t h e  on ly  e x c e p t i o n  t o  t h e  g e n e r a l  r i s e  i n  t h e  s h a r e  of  
t h e  poor i n  t h e  Nor theas t  s t a t e s  under t h e  o t h e r  a l t e r n a t i v e s ;  i t s  s h a r e  
is  reduced c o n s i s t e n t l y ,  a l though  s i g n i f i c a n t l y  o n l y  once.  New York 
does  not  e x h i b i t  a  s i g n i f i c a n t  g a i n  o r  l o s s  i n  i t s  s h a r e  of t h e  poor under 
any a l t e r n a t i v e  s t u d i e d .  A mixed p a t t e r n  i s  observed among t h e  s t a t e s  
i n  t h e  Western r e g i o n ,  wi th  more s t a t e s  e x p e r i e n c i n g  a  r e l a t i v e  d e c l i n e  
i n  t h e i r  s h a r e  of pover ty  than  i n  t h e  Nor theas t  and North C e n t r a l  r e g i o n s .  
However, few of t h e s e  l o s s e s  a r e  s i g n i f i c a n t .  New Mexico and Arizona 
a r e  t h e  most c o n s i s t e n t  l o s e r s  under t h e  a l t e r n a t i v e s ,  and Idaho,  Montana, 
and Wyoming t h e  most c o n s i s t e n t  and s i g n i f i c a n t  g a i n e r s  i n  t h e  West. 
T e c h n i c a l  Paper XVIII prov ides  d e t a i l e d  s u p p o r t i n g  t a b l e s  of t h e  e f f e c t  
of t h e  a l t e r n a t i v e  pover ty  measure on each s t a t e ' s  s h a r e  of t h e  poor.  



S i m i l a r  p a t t e r n s  of r e g i o n a l  changes a r e  a p p a r e n t  f o r  poor  school-  
age c h i l d r e n  i n  F i g u r e  14. I n  a l l  r e g i o n s  except  t h e  West, t h e  g a i n s  and 
l o s s e s  a r e  g e n e r a l l y  l a r g e r  and more s i g n i f i c a n t  t h a n  i n  F i g u r e  13. Two 
impor tan t  d i f f e r e n c e s  from t h e  geograph ic  d i s t r i b u t i o n  of  poor pe r sons  
j u s t  d e s c r i b e d  can b e  no ted .  F i r s t ,  w i t h  t h e  two s i n g l e - d o l l a r  t h r e s h o l d s ,  
t h e  S o u t h ' s  s h a r e  of poor school-age c h i l d r e n  does  no t  s i g n i f i c a n t l y  
d e c r e a s e .  Also under t h e s e  two pover ty  measures ,  f ewer '  North C e n t r a l ,  
N o r t h e a s t e r n ,  and Western s t a t e s  exper ience  an i n c r e a s e  i n  t h e i r  s h a r e  of  
poor  school-age c h i l d r e n  than  e x p e r i e n c e  a n  i n c r e a s e  i n  t h e i r  s h a r e  of a l l  
poor pe r sons .  

Second, t h e  r e l a t i v e  measures  based on median i n c a n e ,  which have v e r y  
l i t t l e  impact on t h e  geograph ic  d i s t r i b u t i o n  of  t h e  t o t  a1 pover ty  popu- 
l a t i o n ,  d o  a f f e c t  t h e  geograph ic  d i s t r i b u t i o n  of  poor  school-age c h i l d r e n .  
Under t h e s e  d e f i n i t i o n s  of p o v e r t y ,  t h e  S o u t h ' s  s h a r e  of  poor school-age 
c h i l d r e n  d e c l i n e s  r e l a t i v e  t o  i t s  s h a r e  under t h e  c u r r e n t  pover ty  measure.  
Many Southern  s t a t e s  e x p e r i e n c e  s i g n i f i c a n t  l o s s e s ;  o n l y  t h e  D i s t r i c t  
of  Columbia s i g n i f i c a n t l y  i n c r e a s e s  i t s  s h a r e  of poor  school-age c h i l d r e n  
wi th  t h e  unad jus ted  50 p e r c e n t  of  median income, and o n l y  Delaware does  
so  w i t h  t h e  two a d j u s t e d  r e l a t i v e  measures.  S t a t e s  i n  t h e  North  C e n t r a l ,  
N o r t h e a s t ,  and Western r e g i o n s  g e n e r a l l y  i n c r e a s e  t h e i r  s h a r e  of poor 
school-age c h i l d r e n  under  t h e s e  r e l a t i v e  measures ,  f r e q u e n t l y  s i g n i f i -  
c a n t l y .  The r e l a t i v e  measure d e f i n e d  a s  50 p e r c e n t  of  t h e  median income 
of a  nonfarm f a m i l y  of four  w i t h  a  male head and two c h i l d r e n  ( a d j u s t e d  
f o r  f ami ly  s i z e  and compos i t ion  wi th  t h e  equ iva lence  s c a l e  i n  t h e  c u r r e n t  
pover ty  m a t r i x )  p roduces  t h e  l a r g e s t  r e g i o n a l  d i f f e r e n c e s  of t h e s e  t h r e e  
measures.  Under t h i s  measure ,  t h e  S o u t h ' s  s h a r e  of poor school-age c h i l -  
d r e n  i s  reduced by 7 p e r c e n t ;  t h e  s h a r e  i n  t h e  North C e n t r a l  and Nor theas t  
r e g i o n s  i s  i n c r e a s e d  by 10 p e r c e n t  and 8 p e r c e n t ,  r e s p e c t i v e l y .  Only t h e  
West does  n o t  a p p r e c i a b l y  change i t s  s h a r e  under t h i s  measure.  

I n  a d d i t i o n  t o  t h e  r e g i o n a l  p a t t e r n s ,  i t  can b e  observed t h a t  t h e  
more popu la ted  s t a t e s  a s  a  g roup  i n c r e a s e  t h e i r  s h a r e  of poor  pe r sons  more 
t h a n  o t h e r  s t a t e s  a s  t h e  pover ty  l i n e s  a r e  i n c r e a s e d .  When t h e  pover ty  
l i n e s  a r e  s e t  a t  150 p e r c e n t  of t h e  o f f i c i a l  t h r e s h o l d s ,  t h e  n a t i o n a l  pov- 
e r t y  r a t e  i s  i n c r e a s e d  by 10.4 pe rcen tage  p o i n t s ;  however, over h a l f  o f  
t h i s  i n c r e a s e  i s  a t t r i b u t a b l e  t o  low-income persons  l i v i n g  i n  t h e  e l e v e n  
most popula ted s t a t e s .  A s  a  group,  t h e s e  s t a t e s  c o n t a i n  48 p e r c e n t  of t h e  
pover ty  p o p u l a t i o n  under t h e  c u r r e n t  pover ty  t h r e s h o l d s  and 5 1  p e r c e n t  of 
t h e  pover ty  p o p u l a t i o n  under t h e  t h r e s h o l d s  s e t  a t  150 p e r c e n t  of t h e  
c u r r e n t  t h r e s h o l d s .  
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NOTE TO CHAPTER V 

1. T h i s  c h a p t e r  draws h e a v i l y  from an a n a l y s i s  found i n  T e c h n i c a l  
Paper X V I I I ,  C h a r a c t e r i s t i c s  of  Low-Income P o p u l a t i o n s  Under ~ l t e r n a t i v e  
Pover ty  D e f i n i t i o n s , , p r e p a r e d  by Lawrence Brown. 



VI. ANALYTIC AND STATISTICAL AGENDA 

In .  Chapter  I V ,  i t  was noted t h a t  some pover ty  d e f i n i t i o n s  cannot  be 
c o n s t r u c t e d  from e x i s t i n g  d a t a .  Even modest inc rements  t o  e x i s t i n g  surveys  
and s t a t i s t i c a l  s e r i e s  may not  p rov ide  t h e  d a t a  needed t o  make geographic  
a d j u s t m e n t s  t o  t h e  pover ty  c u t o f f s ;  t o  e s t a b l i s h  o r  r o u t i n e l y  upda te  t h e  
pover ty  c u t o f f s  on t h e  b a s i s  of hous ing ,  t r a n s p o r t a t i o n ,  m e d i c a l ,  and 
o t h e r  needs of t h e  poor ;  t o  more a c c u r a t e l y  measure  income and t o  measure 
in-kind income o t h e r  t h a n  food s tamps;  o r  t o  count  and c h a r a c t e r i z e  t h e  
pover ty  p o p u l a t i o n  i n  smal l  a r e a s  ( s c h o o l  d i s t r i c t s ,  c i t i e s ,  c o u n t i e s )  a t  
t ime i n t e r v a l s  of l e s s  than  t e n  y e a r s .  Moreover, a n a l y t i c  s t u d i e s  must 
b e  under taken  b e f o r e  such su rveys  can be  used i n  measuring pover ty  o r  f o r  
such o t h e r  purposes  a s  modifying t h e  a d m i n i s t r a t i v e  s t r u c t u r e  o f -  s o c i a l  
programs o r  performing economic impact a n a l y s e s .  T h i s  c h a p t e r  d e s c r i b e s  
r e s e a r c h  and s t a t i s t i c a l  a c t i v i t i e s  which cou ld  l ead  t o  improved pover ty  
measurement. The importance  a t t a c h e d  t o  p a r t i c u l a r  t y p e s  of pover ty  
d e f i n i t i o n s  o r  t h e i r  a t t r i b u t e s  w i l l  de termine whether such e f f o r t s  should  
b e  pursued.  

It i s  d i f f i c u l t  t o  p r e d i c t  t h e  c o s t  and t ime n e c e s s a r y  t o  c a n p l e t e  
r e s e a r c h  and s t a t i s t i c a l  p r o j e c t s .  E f f e c t i v e  p r o j e c t s  depend on coopera- 
t ive  e f f o r t s  among F e d e r a l  d e p a r t m e n t s ,  a g e n c i e s  and o t h e r  components of 
government and t h e  p r i v a t e  s e c t o r .  Fur the rmore ,  t h e  a n a l y t i c  s t u d i e s  
d i s c u s s e d  h e r e  a r e  more l i k e l y  t o  b e  u s e f u l  f o r  improving our pover ty  
measure i f  t h e y  a r e  performed i n  c o n s u l t a t i o n  w i t h  t h o s e  performing 
p o v e r t y - r e l a t e d  a n a l y s e s  and program a d m i n i s t r a t i o n .  The major  F e d e r a l  
e x e c u t i v e  depar tments  and a g e n c i e s  involved i n  p o v e r t y  measurement and i n  
t h e  a n a l y t i c  and s t a t i s t i c a l  a c t i v i t i e s  d i s c u s s e d  i n  t h i s  c h a p t e r  a r e  
r e p r e s e n t e d  on t h e  Pover ty  S t u d i e s  Task Force which prepared t h i s  r e p o r t .  
For  su rveys  b e a r i n g  on pover ty  measurement,  t h e  F e d e r a l  depar tments ,  
s t a t e  and l o c a l  governments ,  and t h e  p u b l i c  g e n e r a l l y  depend on F e d e r a l  
s t a t i s t i c a l  a g e n c i e s ,  p a r t i c u l a r l y  on t h e  Bureau of Labor S t a t i s t i c s  and 
t h e  Bureau of t h e  Census. I 

1 Analytic Studies 

I E d u c a t i o n a l  Disadvantage 

The P r e f a c e  d i s c u s s e d  s i g n i f i c a n t  on-going r e s e a r c h  r e l a t e d  t o  i d e n t i -  
f y i n g  and c h a r a c t e r i z i n g  poor and needy c h i l d r e n  e l i g i b l e  f o r  a s s i s t a n c e  
under  T i t l e  I of  t h e  Elementary  and Secondary Educa t ion  Act ( a s  amended), 
a s  w e l l  a s  t o  e v a l u a t i n g  t h e  e f f e c t i v e n e s s  of compensatory e d u c a t i o n  pro- 
grams. T h i s  r e s e a r c h  w i l l  make i t  p o s s i b l e  t o  compare economic need and 
e d u c a t i o n a l  d i s a d v a n t a g e ,  t o  t e s t  t h e  f e a s i b i l i t y  of a l t e r n a t i v e  t e c h n i q u e s  
t o  e s t i m a t e  t h e  numbers of poor  c h i l d r e n  w i t h i n  c o u n t i e s  and schoo l  d i s -  
t r i c t s ,  and t o  s i m u l a t e  t h e  e f f e c t s  of a l t e r n a t i v e  a l l o c a t i v e  c r i t e r i a  and 
formulas  on t h e  T i t l e  I program. These s t u d i e s  w i l l  a i d  i n  a s s e s s i n g  t h e  
importance  of a n a l y t i c  s t u d i e s  and survey e f f o r t s  f o r  T i t l e  I purposes .  



S e t t i n e  a  P o v e r t v  Leve l  

P u b l i c  P o l i c y  on P o v e r t y  L e v e l s  

The s e l e c t i o n  and u s e  of one  o r  more pover ty  l e v e l s  f o r  programmatic 
purposes  i s  e s s e n t i a l l y  a  p o l i c y  judgment. Analyses  cou ld  sha rpen  t h e  
i n t u i t i o n  of  p u b l i c  o f f i c i a l s  by a r r a y i n g  t h e  i m p l i c a t i o n s  of v a r i o u s  
approaches .  Some of t h e  key i s s u e s  t h a t  a r e  s u s c e p t i b l e  t o  p o l i c y  
a n a l y s i s  a r e :  g i v e n  program o b j e c t i v e s ,  what p o p u l a t i o n  de f i n i t  i o n s  a r e  . 
most a p p r o p r i a t e ?  What a r e  t h e  i m p l i c a t i o n s  of  c o n s t r u c t i n g  pover ty  l i n e s  
f o r  program purposes  d i  f  f e r e n t l  y  f o r  t h e  employable and unemployable,  aged 
and young, h e a l t h y  and d i s a b l e d ?  I f  an a b s o l u t e  need s t a n d a r d  i s  d e r i v e d ,  
which programs des igned  t o  h e l p  t h e  needy a r e  now s e r v i n g  o r  not  s e r v i n g  
them? 

S c i e n t i f i c  S t a n d a r d s  

The development of accep ted  s t a n d a r d s  of  need f o r  s h e l t e r ,  t r a n s p o r -  
t a t i o n ,  med ica l  c a r e ,  c l o t h i n g ,  and o t h e r  e s s e n t i a l  e l ements  of  expense  
might  e l i m i n a t e  some o f  t h e  s u b j e c t i v i t y  i n  c u r r e n t  d e f i n i t i o n s .  I f  t h e  
r e l a t i o n s h i p s  between t h e s e  expenses  and good h e a l t h ,  s a f e t y  and o t h e r  
seemingly  o b j e c t i v e  norms c o u l d  b e  e s t a b l i s h e d ,  such s t a n d a r d s  c o u l d  be 
combined wi th  p r i c e  and income d a t a  f o r  r e a s o n a b l y  comparing t h e  e x t e n t  
of  p o v e r t y  from p l a c e  t o  p l a c e  and o v e r  t ime .  U n f o r t u n a t e l y ,  even such 
r i g o r o u s l y  d e f i n e d  s t a n d a r d s  would be  based i n  p a r t  on judgment. For 
example,  good h e a l t h  and s a f e t y  cannot  b e  d e f i n e d  a b s o l u t e l y ,  and e q u a l l y  
n u t r i t i o u s  food p l a n s  c a n  be  c o n s t r u c t e d  f o r  a  v e r y  wide range  of c o s t  
l e v e l s .  Although i t  i s  u n l i k e l y  t h a t  r i g o r o u s l y  d e f i n e d  s t a n d a r d s  of  need 
c a n  be  developed i n  t h e  n e a r  f u t u r e ,  t h e  p o t e n t i a l s  of such s t a n d a r d s  sug- 
g e s t  t h a t  e f f o r t s  might  b e  d i r e c t e d  towards  r e s o l v i n g  t h e  r e l e v a n t  a n a l y t  i c  
i s s u e s .  

Market Baske t  S t u d i e s  

Lacking s c i e n t i f i c  s t a n d a r d s ,  more a r b i t r a r y  and s u b j e c t i v e  marke t  
b a s k e t s  o r  m u l t i p l i e r s  might be  developed.  1tems no t  l i s t e d  might be 
a s s i g n e d  a  c o s t  d i c t a t e d  by a n a l y t i c  t e c h n i q u e s  which g e n e r a l l y  depend on 
preconceived n o t i o n s  of an  adequate  t o t a l  income l e v e l .  An example i s  t h e  
Department of A g r i c u l t u r e '  s t h r i f t y  food p l a n  which chooses  and p r i c e s  
food items a f t e r  examining a c t u a l  food buying p a t t e r n s  a s  w e l l  a s  n u t r i -  
t i o n a l  s t a n d a r d s .  -The c o s t  of s h e l t e r  might be  s e t  by s t i p u l a t i n g  a  
p e r c e n t i l e  i n  t h e  d i s t r i b u t i o n  of  market  v a l u e s  f o r  r e n t a l  u n i t s  of  a  . 

g i v e n  s i z e ,  and medica l  c a r e  c o u l d  be  p r i c e d  a t  p r e v a i l i n g  r a t e s  of 
medic a1 i n s u r a n c e  . 

An examina t ion  of consumption and: e x p e n d i t u r e  p a t  t e r n s  of f a m i l i e s  
wi th  incomes n e a r  t h e  c u r r e n t l y  d e f i n e d  pover ty  c u t o f f s  might prove a  use- 
f u l  d e s c r i p t i o n  of t h e  s t y l e  of  l i f e  which can  b e  suppor ted  a t  low-income 
l e v e l s .  A s i m i l a r  a n a l y s i s  cou ld  b e  made of  e x p e n d i t u r e  p a t t e r n s  of  t h o s e  
components of  t,he p o p u l a t i o n  which a r e  d i s p r o p o r t i o n a t e l y  r e p r e s e n t e d  i n  t h e  



low-income l e v e l s ,  such a s  t h e  e l d e r l y ,  m i n o r i t i e s ,  f a m i l i e s  w i t h  a  d i s -  
ab led  head ,  and female-headed f a m i l i e s .  Th i s  could  c o n t r i b u t e  t o  an  
u n d e r s t a n d i n g  of t h e  s p e c i f i c  needs of  t h e s e  groups  a s  compared t o  t h e  
p o p u l a t i o n  a s  a  whole. Such a n a l y s e s ,  however, would be d i f f i c u l t  w i t h  
c u r r e n t l y  a v a i l a b l e  e x p e n d i t u r e  d a t a .  

S t a n d a r d s  Based on Consensus 

S e t t i n g  an income l e v e l  t o  d i v i d e  t h e  poor from t h e  non-poor neces-  
s a r i l y  i n v o l v e s  s i g n i f i c a n t  e lements  of s u b j e c t i v i t y .  The problem can be 
approached s y s t e m a t i c a l l y ,  however, so  t h a t  t h e  s u b j e c t i v i t y  i s  documented 
e x p l i c i t l y  r a t h e r  than  i m p l i c i t l y .  Some b e l i e v e  t h a t  t h e  u s e  of p u b l i c  
o p i n i o n  methods might a l s o  a s s i s t  i n  d e t e r m i n i n g  a  consensus  on t h e  
a p p r o p r i a t e  l e v e l .  One might a l s o  a p p r a i s e  t h e  v a r i o u s  l e g i s l a t i v e  and 
a d m i n i s t r a t i v e  e l i g i b i l i t y  c r i t e r i a  and program b e n e f i t  l e v e l s  t o  de te rmine  
whether an i m p l i c i t  consensus  about t h e  o v e r a l l  l e v e l  of need can be de- 
r i v e d  from them. However, t h e  l a t t e r  approach might be m i s l e a d i n g  because  
such l e v e l s  were never  in tended  t o  be used f o r  such a  purpose ,  because  
t h e y  a r e  wide ly  and sometimes d e l i b e r a t e l y  i n c o n s i s t e n t ,  and because  
v i r t u a l l y  a l l  methods of  we igh t ing  them a r e  a r b i t r a r y .  

Adjus tments  f o r  Family S i z e  and Composit ion 

The development of  a  complete market  b a s k e t  o f  goods and s e r v i c e s  a s  
a  pover ty  t h r e s h o l d  would p rov ide  a  b a s i s  f o r  v a r y i n g  t h e  bundle  by fami ly  
s i z e  and compos i t ion .  Without such a  market  b a s k e t ,  o t h e r  methods f o r  
d e t e r m i n i n g  e q u i v a l e n t  incomes must be used .  Both t h e  r e l e v a n t  a t t r i b u t e s  
and t h e  s i z e  of ad jus tments  need t o  be de te rmined .  Because no c u r r e n t l y  
proposed methodology ( i n c l u d i n g  t h e  c u r r e n t  p rocedure )  i s  comple te ly  s a t i s -  
f a c t o r y ,  an examina t ion  of  both  t h e o r e t i c a l  and e m p i r i c a l  c o n s t r u c t i o n s  
of e q u i v a l e n c e  s c a l e s  i s  d e s i r a b l e .  

Geographic Cost-of-Living D i f f e r e n c e s  

The l i m i t a t i o n s  i n  t h e  a n a l y s i s  of  geograph ic  c o s t - o f - l i v i n g  d i f f e r -  
ences  have been d i s c u s s e d  i n  e a r l i e r  s e c t i o n s  of  t h i s  r e p o r t .  A range o f  
s u r v e y  a c t i v i t i e s  t o  overcome t h e  s c a r c i t y  o f  d a t a  i s  d i s c u s s e d  l a t e r  i n  
t h i s  c h a p t e r ,  and a n a l y t i c  s t u d i e s  which must be performed b e f o r e  geo- 
g r a p h i c  v a r i a t i o n  can be in t roduced  a r e  d e s c r i b e d  below: 

1. An a n a l y s i s  of  t h e  f e a s i b i l i t y  of  u n d e r t a k i n g  d a t a  c o l l e c t i o n  on 
a  s c a l e  n e c e s s a r y  t o  d e r i v e  a c c u r a t e  e s t i m a t e s  of  geograph ic  d i f f e r e n c e s  
f o r  p o l i c y  and a d m i n i s t r a t i v e  purposes .  

2 .  An assessment  of  t h e  r e l i a b i l i t y  of  a l t e r n a t i v e  methodologies  
f o r  d e v e l o p i n g  e q u i v a l e n t  l e v e l s  of  s a t i s f a c t i o n ,  development of  a  theo- 
r e t i c a l  o r  e m p i r i c a l  framework f o r  a s s e s s i n g  t h e  b a s i c  r e a s o n s  u n d e r l y i n g  
observed d i f f e r e n c e s  i n  l i v i n g  c o s t s  a c r o s s  geograph ic  d i v i s i o n s  o r  
b o u n d a r i e s ,  and an a n a l y s i s  of  how d i f f e r e n c e s  i n  t h e  c h o i c e  of  goods 
a f f e c t  e x p e n d i t u r e s  i n  d i f f e r e n t  a r e a s .  The a n a l y s i s  should  i n c l u d e  an 



assessment  of t h e  e f f e c t  on a r e a  d i f f e r e n c e s  i n  l i v i n g  c o s t s  due t o  
u n a v a i l a b i l i t y  o r  s i g n i f i c a n t l y  lower q u a l i t y  of s e r v i c e s  such a s  major 
h e a l t h  f a c i l i t i e s  o r  p u b l i c  s e r v i c e s .  

3 .  An a n a l y s i s  of p r i c e  d i f f e r e n c e s  between a r e a s  based on a  low- 
income l e v e l  market  b a s k e t  ( s i n c e  t h e r e  is  ev idence  t h a t  geograph ic  p r i c e  
d i f f e r e n c e s  v a r y  accord ing  t o  t h e  c o s t  l e v e l  of market  b a s k e t  c h o i c e s ) .  

4. An e x p l o r a t i o n  of s p e c i a l  problems a s s o c i a t e d  wi th  su rvey ing  t h e  
p r i c e s  faced by t h e  low-income p o p u l a t i o n  such a s  comparing goods of 
d i f f e r e n t  a g e ,  q u a l i t y  and c h a r a c t e r i s t i c s .  

5 .  An a n a l y s i s  of t h e  a d m i n i s t r a t i v e  and economic impact of a d j u s t i n g  
pover ty  l i n e s  . f o r  geographic  d i f f e r e n c e s  and t h e  degree  t o  which r u r a l -  
u rban ,  i n t e r r e g i o n a l  and o t h e r  p o p u l a t i o n  m i g r a t i o n s  a r e  a f f e c t e d .  

Updating t h e  Pover ty  C u t o f f s  

A l l  t y p e s  of pover ty  d e f i n i t i o n s  r e q u i r e  p e r i o d i c  upda t ing  f o r  changes 
i n  p r i c e s  over  t ime.  A s p e c i a l  poor p e r s o n ' s  p r i c e  index may be b e t t e r  
t h a n  c u r r e n t l y  a v a i l a b l e  indexes  i f  t h e  a p p r o p r i a t e  market  b a s k e t  i tems a r e  
i d e n t i f i e d  and p r i c e d .  The t e c h n i q u e s  f o r  deve lop ing  such an index cur -  
r e n t l y  e x i s t .  The r e q u i r e d  expanded e x p e n d i t u r e  and p r i c e  su rveys  a r e  
d i s c u s s e d  l a t e r  i n  t h i s  c h a p t e r .  

Income and Resources  

A New Income Survey,  which i s  d e s c r i b e d  l a t e r  i n  t h i s  c h a p t e r ,  would 
p rov ide  more a c c u r a t e  i n f o r m a t i o n  on income and r e s o u r c e s .  Such informa- 
t i o n  might a l s o  a l l o w  a l t e r n a t i v e  income and r e s o u r c e  d e f i n i t i o n s  u s i n g  
d i f f e r e n t  accoun t ing  p e r i o d s  o r  "income i tems"  not  p o s s i b l e  wi th  c u r r e n t  
d a t a .  I n  a d d i t i o n  t o  new survey i n f o r m a t i o n ,  s e v e r a l  a n a l y t i c  s t u d i e s  
a r e  r e q u i r e d  i f  t h e  d e f i n i t i o n  of income i s  t o  be a l t e r e d .  These i n c l u d e  
a  s t u d y  of t h e  proper  v a l u a t i o n  of in-kind b e n e f i t s ,  of  means of c o l l e c t i n g  
household i n f o r m a t i o n  on b e n e f i t s  o t h e r  t h a n  food s tamps,  of a f t e r - t a x  
income, of p o s s i b l e  ad jus tments  f o r  w e a l t h ,  and ,of t h e  development of a  
methodology f o r  c o l l e c t i n g  i n f o r m a t i o n  about y e a l t h .  

Surveys 

A n a l y t i c  s t u d i e s  may i n d i c a t e  t h a t  g e o g r a p h i c a l l y  s e n s i t i v e  and more 
a c c u r a t e  t h r e s h o l d s  cannot  be developed wi thou t  a  g e o g r a p h i c a l l y  s e n s i t i v e  
p r i c i n g  su ryey ,  a  low-income consumption s u r v e y ,  a  household food consump- 
t i o n  s u r v e y ,  and an expanded income survey .  However, t h e r e  i s  no way t o  
a s s u r e  t n a t  new surveys  can c o r r e c t  a l l  of t h e  d i f f i c u l t i e s  of'  d e r i v i n g  
such t h r e s h o l d s .  Each of t h e  su rveys  i s  expens ive  e i t h e r  on a  one-time o r  
r e c u r r i n g  b a s i s ,  but  t h e  c o s t s  depend on t h e  amount of geograph ic  and o t h e r  
d e t a i l  r e q u i r e d .  The i n i t i a l  c o s t s  a r e  g r e a t e r ,  of c o u r s e ,  than  t h o s e  of  
r e p e a t i n g  t h e  survey.  It should  be added t n a t  such su rveys  would be u s e f u l  
f o r  purposes  o t h e r  than  improved p o v e r t y  measurement. Def in ing  t h e  appro- 
p r i a t e  su rvey  package t h e r e f o r e  r e q u i r e s  more a n a l y t i c a l  work. 



New Income Survey 

The s p e c i f i c  o b j e c t i v e s  of a  New Income Survey might  be  t o  p rov ide :  
( 1 )  more a c c u r a t e  e s t i m a t e s  of t h e  income d i s t r i b u t i o n  by reduc ing  t h e  
u n d e r r e p o r t i n g  of c a s h  incomes a t  t h e  ext remes of t h e  income d i s t r i b u t i o n  
and by i n c l u d i n g  a s  much non-cash income and unr .ea l ized income from a s s e t s  
a s  p o s s i b l e  a s  p a r t  of t h e  income e s t i m a t e s ;  ( 2 )  t h e  c o l l e c t i o n  of i n t r a -  
year  income i n f o r m a t i o n  t o  o b t a i n  d a t a  t h a t  more c l o s e l y  approximate  
accoun t ing  p e r i o d s  a s s o c i a t e d  w i t h  some F e d e r a l  programs and t o  minimize 
r e s p o n d e n t s '  r e c a l l  d i f f i c u l t i e s  ; and ( 3 )  t h e  measurement of a s s e t s  and 
v a r i o u s  c r i t e r i a  of need so t h a t  b e t t e r  e s t i m a t e s  of t h e  number of pe r sons  
e l i g i b l e  f o r  p a r t i c i p a t i o n  i n  major programs can be made and so t h a t  a  
r e l a t i o n s h i p  between w e a l t h ,  income, and pover ty  can  b e  b e t t e r  a s s e s s e d .  
It i s  a l s o  d e s i r a b l e ,  a l though  expens ive ,  t o  c o l l e c t  l o n g i t u d i n a l  d a t a  and 
d a t a  c a p a b l e  of producing s t a t i s t i c a l l y  r e l i a b l e  s t a t e  o r  o t h e r  s u b n a t i o n a l  
a r e a  e s t i m a t e s  of key c h a r a c t e r i s t i c s .  

A New Incane Survey would be  h e l p f u l  i n  overcoming l i m i t a t i o n s  i n  
e x i s t i n g  d a t a  s o u r c e s  by p r o v i d i n g  more a c c u r a t e  and d e t a i l e d  s t a t i s t i c s  
o n  income, a s s e t s ,  and e l i g i b i l i t y  f o r  and p a r t i c i p a t i o n  i n  major  F e d e r a l  
t r a n s f e r  programs. I n  a d d i t i o n  t o  p rov id ing  more a c c u r a t e  e s t i m a t e s  o f  
t h e  pover ty  p o p u l a t i o n ,  t h e  survey d a t a  cou ld  p rov ide  i n f o r m a t i o n  f o r  
a s s e s s i n g  t h e  impact of pres'ent and proposed F e d e r a l  programs. 

E s t i m a t e s  of t h e  annual  c o s t  of  such a  survey range .between $10 and 
$15 m i l l i o n .  The two main f a c t o r s  a s s o c i a t e d  wi th  t o t a l  c o s t  a r e  t h e  s i z e  
of t h e  l o n g i t u d i n a l  canponent and t h e  c a p a b i l i t y  of  producing r e l i a b l e  
s u b n a t  i o n a l  e s t i m a t e s .  A s u r v e y  c a p a b l e  of producing n a t i o n a l l y  r e p r e -  
s e n t a t i v e  d a t a  and which i n c l u d e s  a  r e l a t i v e l y  smal l  l o n g i t u d i n a l  panel  
would c o s t  about  $5 m i l l i o n .  The h i g h e r  funding l e v e l s  cou ld  y i e l d  s t a t e  
e s t i m a t e s  and would c o n t a i n  a  l a r g e r  l o n g i t u d i n a l  canponent .  

I n i t i a l  development of such a  survey i s  now be ing  under taken w i t h i n  
t h e  O f f i c e  of t h e  A s s i s t a n t  S e c r e t a r y  f o r  P lann ing  and E v a l u a t i o n  i n  t h e  
Department o f  H e a l t h ,  Educa t ion ,  and Welfare.  Expansion of t h e  su rvey  t o  
produce s t a t e  e s t i m a t e s  cou ld  t a k e  p l a c e  a f t e r  1980. The planning and 
d e s i g n  work a s s o c i a t e d  wi th  t h e  Survey o f  Income and Educat ion which was 
l e g i s l a t i v e l y  mandated by PL 93-380, s e c t i o n  822,  h a s  served a s  a  u s e f u l  
s t i m u l u s  f o r  t h e  development of t h e  income survey .  

G e o g r a p h i c a l l y  S e n s i t i v e  P r i c i n g  Survey 

A g e o g r a p h i c a l l y  s e n s i t i v e  p r i c i n g  su rvey  would provide  p r i c e  d a t a  
f o r  canpar ing  t h e  p r i c e s  of  such i t e m s  a s  food,  s h e l t e r ,  c l o t h i n g  and 
medical  s e r v i c e s ,  between geographic  a r e a s  and over t ime.  The d a t a  
c o l l e c t e d  f r m  t h e  p r i c i n g  s u r v e y ,  i n  c o n j u n c t i o n  w i t h  d a t a  from a  pro- 
posed low-income consumption s u r v e y ,  may e n a b l e  such compar isons  t o  be  
based on t h e  market  b a s k e t s  of goods and s e r v i c e s  purchased by t h e  low- 
income popu la t ion .  The su rvey  probably  could  be an augmentat ion -- i n  
t e rms  of  a r e a  coverage ,  r e f e r e n c e  p o p u l a t i o n ,  and a d d i t i o n a l  p r i c e  d a t a  



n e c e s s a r y  f o r  i n t e r - a r e a  c a n p a r i s o n s  -- of t h e  BLS Consumer P r i c e  Index 
p r i c e  c o l l e c t i o n  program. 

  he pover ty  l i n e  o r  income s t a n d a r d s  cannot  be  a d j u s t e d  f o r  d i f f e r -  
e n c e s  i n  l i v i n g  c o s t s  o r  p r i c e  l e v e l s  among a r e a s  and f o r  a r e a  changes i n  
l i v i n g  c o s t s  o r  p r i c e  l e v e l s  o v e r  t i m e ,  u n t i l  r e l i a b l e  consumer p r i c e  d a t a  
a r e  c o l l e c t e d  by geograph ic  a r e a .  On an a r e a  b a s i s ,  such d a t a  may a l s o  
a i d  i n  ana lyz ing  p r i c e  b e h a v i o r  i n  d i f f e r e n t  geograph ic  a r e a s  d u r i n g  
p e r i o d s  of unusual  changes i n  economic c o n d i t i o n s ,  and i n  e v a l u a t i n g  t h e  
d i f f e r e n t i a l  economic impact of  F e d e r a l  programs. 

The BLS Consumer P r i c e  Index p r i c e  c o l l e c t i o n  program cou ld  probably  
s e r v e  a s  t h e  b a s i c  v e h i c l e  f o r  c o l l e c t i n g  t ime s e r i e s  d a t a  f o r  t h e  p r i c i n g  
survey.  Research and t e s t i n g  must be pe r  formed, however, b e f o r e  a t t e m p t i n g  
t o  add a r e a s  such a s  " r u r a l  a r e a s "  t o  t h e  program and b e f o r e  a t t e m p t i n g  t o  
i n t e g r a t e  t h e  c o l l e c t i o n  and c o m p i l a t i o n  of t h e  consumer p r i c e  d a t a  neces-  
s a r y  f o r  i n t e r - a r e a  c a n p a r i s o n s .  

The c o s t  of a  g e o g r a p h i c a l l y  s e n s i t i v e  p r i c i n g  su rvey  c o u l d  be v e r y  
h i g h  -- some m u l t i p l e  of  t h e  BLS s u r v e y  depending on t h e  degree  of d e t a i l  
p lanned.  The BLS r e v i s e d  CPI program (which w i l l  e s t i m a t e  p r i c e  indexes  
f o r  2 t y p e s  of f a m i l i e s  f o r  t h e  urban U.S., f o r  28 major urban a r e a s ,  and 
1 2  a r e a s  c l a s s i f i e d  by r e g i o n  and s i z e  of  a r e a )  c o s t s  approx imate ly  $40 
m i l l i o n  f o r  t h e  r e v i s i o n  p rocess  al.one and $7 m i l l i o n  a n n u a l l y  t o  m a i n t a i n  
a  monthly p r i c i n g  program. 

Low-Income Consumption Survey 

A low-incane consumption survey resembles  t h e  consumer e x p e n d i t u r e  
s u r v e y s  which c o l l e c t  d a t a  on a c t u a l  e x p e n d i t u r e s  of  American f a m i l i e s  and 
which have been conducted approx imate ly  e v e r y  t e n  y e a r s  by t h e  Bureau of  
Labor S t a t i s t i c s .  These s u r v e y s  d i f f e r  p r i m a r i l y  i n  sample s i z e  and com- 
p o s i t i o n .  The survey c o u l d  p robab ly  supplement t h e  new BLS c o n t i n u i n g  
consumer e x p e n d i t u r e  s u r v e y ,  however, which i s  c u r r e n t l y  b e i n g  planned and 
which i s  t e n t a t i v e l y  scheduled t o  b e g i n  i n  f i s c a l  y e a r  1979. Research 
cou ld  b e g i n  immediate ly  on deve lop ing  a  sample and s u r v e y  d e s i g n  a p p r o p r i -  
a t e  f o r  c o l l e c t i n g  i n f o r m a t i o n  on low-income f a m i l i e s  l i v i n g  i n  s p e c i f i e d  
a r e a s .  Although t h e  c o s t  of  such  a  su rvey  cannot  be e s t i m a t e d  a t  t h i s  . 
t i m e ,  i t  i s  e s t i m a t e d  t h a t  t h e  BLS c o n t i n u i n g  consumer e x p e n d i t u r e  survey 
program w i l l  c o s t  $6 m i l l i o n  a n n u a l l y  t o  m a i n t a i n  and would have t o  be 
expanded c o n s i d e r a b l y  i n  s i z e  t o  p rov ide  a c c u r a t e  b reak-ou t s  by income and 
fami ly  s i z e .  It might a l s o  be impor tan t  t o  mount s e p a r a t e l y  o r  concomi- 
t a n t l y  su rveys  of f a m i l i e s  p a r t i c i p a t i n g  i n  s p e c i f i c  programs l i k e  food 
s tamps,  AFDC, unemployment i n s u r a n c e  o r  o t h e r s ,  t o  s e e  t h e  impact of such 
programs on consumption p a t t e r n s .  The e d u c a t i o n a l  c h a r a c t e r i s t i c s  of  
c h i l d r e n  f r m  low-income f a m i l i e s  might be a n o t h e r  impor tan t  component .' 

Household Food Consumption Survey 

A na t ionwide  s t u d y  of household  food consumption t h a t  p r o v i d e s  d e t a i l e d  
i n f o r m a t i o n  on t h e  k inds  and- amounts. of  foods used and p r i c e s  paid  f o r  foods  



by t h e  t o t a l  household  and t h e  food i n t a k e  of i n d i v i d u a l s  w i t h i n  t h e  
household i s  r e q u i r e d  f o r  t h e  development of r e a l i s t i c  s t a n d a r d s  of food 
n e e d s ,  such a s  t h e  Department of A g r i c u l t u r e  food p l a n s .  The most r e c e n t  
such s t u d y  was conducted i n  1965-66. A new s t u d y  i s  b e i n g  planned f o r  
1977 a t  a n  e s t i m a t e d  c o s t  of $5 m i l l i o n .  

Summary 

Funding a l l  of t h e s e  a c t i v i t i e s  cou ld  lead t o  more a c c u r a t e  and cur-  
r e n t  d e f i n i t i o n s  of pover ty .  The c o s t s  a r e  h i g h ,  however, and d e c i s i o n s  
on whether any of them shou ld  be  under taken  depend on t h e  v a l u e  a t t a c h e d  
t o  t h e  a n a l y t i c a l  o r  a d m i n i s t r a t i v e  uses  t o  b e  made of t h e  d a t a .  The 
g r e a t e s t  expense  would b e  i n c u r r e d  i n  deve lop ing  s u f f i c i e n t  i n f o r m a t i o n  
t o  permit  c o u n t i n g  t h e  poor by s t a t e  more f r e q u e n t l y  t h a n  once every  t e n  
ye a r s  . 



VII. PROGRAM IMPACT 

This  c h a p t e r  examines t h e  e f f e c t s  on F e d e r a l  programs of changing t h e  
pover ty  measures  and upda t ing  t h e  pover ty  c o u n t .  The p r e c i s e  impacts  of  
changes i n  p o v e r t y  measurement a r e  d i f f i c u l t  t o  e s t i m a t e ,  s i n c e  t h e y  w i l l  
depend i n  l a r g e  p a r t  upon subsequent  d e c i s i o n s  w i t h i n  t h e  l e g i s l a t i v e  and 
e x e c u t i v e  b ranches .  A f u l l  d i s c u s s i o n  of t h e  f a c t o r s  t h a t  would a f f e c t  
t h e s e  d e c i s i o n s  i s  beyond t h e  scope of t h i s  s tudy .  The fo l lowing  d i scus -  
s i o n  i s  t h e r e f o r e  p r e s e n t e d  f o r  i l l u s t r a t i v e  purposes .  The f i r s t  p a r t  
d e s c r i b e s  i n  g e n e r a l  t e rms  t h e  e f f e c t s  of a  change on a l l  ma jo r  F e d e r a l  
p o v e r t y - r e l a t e d  programs, assuming t h a t  no o f f s e t t i n g  changes i n  law o r  
r e g u l a t i o n  were  made. The second p a r t  p r e s e n t s  t h e  r e s u l t s  of a  q u a n t i t a -  
t i v e  a n a l y s i s  of t h e  e f f e c t s  on t h e  program of f i n a n c i a l  a i d  a u t h o r i z e d  by 
T i t l e  I of  t h e  Elementary  and Secondary Educa t ion  Act of 1965 a s  amended by 
t h e  Educa t ion  Amendments of  1974. 

General Program Impact 

It i s  impor tan t  a t  t h e  o u t s e t  t o  d i s t i n g u i s h  between changes  i n  t h e  
o f f i c i a l l y  d e s i g n a t e d  pover ty  m a t r i x  and changes i n  one of t h e  s p e c i f i c  
a d m i n i s t r a t i v e  income e l i g i b i l i t y  s t a n d a r d s  o r  pover ty  measures  that: can 
b e  developed through t h e  a d a p t a t i o n  of t h e  e x i s t i n g  d a t a  s e r i e s .  Changing 
t h e  o f f i c i a l l y  d e s i g n a t e d  pover ty  m a t r i x  c o u l d  a f f e c t  t h e  way b o t h  t h e  
government and t h e  g e n e r a l  p u b l i c  view p o v e r t y ,  which cou ld  i n  t u r n  a f f e c t  
how t h e  n a t i o n  s e t s  i t s  g o a l s  i n  a t t e m p t i n g  t o  e l i m i n a t e  o r  r educe  t h e  
e x t e n t  of pover ty .  

It i s  h e l p f u l  when c o n s i d e r i n g  t h e  d i r e c t  impact of a  change i n  t h e  
o f f i c i a l  pover ty  s e r i e s ,  t o '  d i s t i n g u i s h  between programs t h a t  i d e n t i f y  
pover ty  of  t h e  t a r g e t  p o p u l a t i o n  by means of  t h e  o f f i c i a l  s e r i e s  from pro- 
grams t h a t  u s e  o t h e r  income t e s t s  o r  income l e v e l s  t o  i d e n t i f y  t h e  t a r g e t  
p o p u l a t i o n .  Such programs a s  t h e  food stamp program, T i t l e  I1 of t h e  
Housing and Community Development Act of 1974,  t h e  Supplemental  S e c u r i t y  
I n c m e  Program, Aid t o  F a m i l i e s  w i t h  Dependent C h i l d r e n ,  T i t l e  XX of  t h e  
S o c i a l  S e c u r i t y  Act ,  and Medicaid belong t o  t h e  l a t t e r  c a t e g o r y .  Except 
f o r  t h e  food stamp program, which p a r t i a l l y  u s e s  t h e  o f f i c i a l  pover ty  
s e r i e s ,  a  change i n  t h e  s e r i e s  would have no  d i r e c t  impact on t h e s e  pro- 
grams a s  they  a r e  c u r r e n t l y  d e f i n e d .  An i n d i r e c t  impact may r e s u l t  from 
t h e  f a c t  t h a t  many p l a n n e r s  a t  b o t h  t h e  F e d e r a l  and s t a t e  l e v e l s  i n s t i n c -  
t i v e l y  look t o  t h e  F e d e r a l  pover ty  m a t r i x  f o r  gu idance  i n  s e t t i n g  t h e  
income l e v e l s  f o r  such programs o r  i n  i n t e r p r e t i n g  how e f f e c t i v e l y  t h e s e  
programs r e a c h  needy p o p u l a t i o n s .  

There  a r e  many r e a s o n s  why income t r a n s f e r  programs, such a s  Aid t o  
F a m i l i e s  wi th  Dependent C h i l d r e n  and Supplemental  S e c u r i t y  Income, a r e  
n o t  t i e d  d i r e c t l y  t o  t h e  pover ty  l i n e .  Program paramete r s  such a s  b e n e f i t  
r e d u c t i o n  ( t a x )  r a t e s  o r  b a s i c  b e n e f i t s  o r  a l l o t m e n t s  de te rmine  l e v e l s  o f  
incane  a t  which p e r s o n s  a r e  no l o n g e r  e l i g i b l e  f o r  program b e n e f i t s .  The 
s e t t i n g  of t h e s e  pa ramete r s  w i l l  depend upon s p e c i f i c  program g o a l s  such 
a s  t h e  p r o v i s i o n  of work i n c e n t i v e s .  Imposing a  c u t o f f  of b e n e f i t s  a t  t h e  



pover ty  l i n e  independent  of t h e  pa ramete r s  of t h e  program produces  a  sudden 
d e c r e a s e  i n  b e n e f i t s  a s  a  p e r s o n ' s  income r e a c h e s  t h e  pover ty  l i n e .  T h i s  
e f f e c t ,  o f t e n  c a l l e d  a  "notch,"  may cause  s e r i o u s  i n e q u i t i e s  o r  a d v e r s e l y  
a f f e c t  work i n c e n t i v e s .  Most i m p o r t a n t l y ,  t h e  purpose of a  program may 
not  be congruent  with t h e  F e d e r a l  s t a t i s t i c a l  d e f i n i t i o n  of pover ty .  More- 
o v e r ,  t h e r e  i s  no consensus  among t h e  p u b l i c ,  o r  even among s e l e c t e d  g r o u p s ,  
t h a t  pover ty  g e n e r a l l y  should  be e l i m i n a t e d  r e g a r d l e s s  of c o s t .  

The fo l lowing  programs r e f e r  d i r e c t l y  t o  t h e  o f f i c i a l  p o v e r t y  m a t r i x :  
T i t l e  I of t h e  Elementary  and Secondary Educat ion A c t ,  ' T i t l e  I of t h e  
Housing and Community Development Act of 1974,  t h e  Community S e r v i c e s  Act 
of 1974 ( f o r m e r l y  t h e  Economic Oppor tun i ty  A c t ) ,  t h e  Comprehensive Employ- 
ment and T r a i n i n g  Act ,  t h e  food stamp program, and t h e  c h i l d  n u t r i t i o n  
programs of t h e  Department of A g r i c u l t u r e .  I n  a d d i t i o n ,  some h e a l t h  
programs, p a r t i c u l a r l y  those  r e l a t i n g  t o  menta l  h e a l t h  and community 
h e a l t h  c e n t e r s ,  and some e d u c a t i o n  programs use  pover ty  c u t o f f s  which a r e  
r e l a t e d  t o  t h e  o f f i c i a l  pover ty  l i n e s  through a d m i n i s t r a t i v e  g u i d e l i n e s .  
These programs would probably  be a f f e c t e d  by a  change i n  t h e  o f f i o i a l  
pover ty  s t a t i s t i c a l  s e r i e s .  

For t h e s e  programs, two kinds  of e f f e c t s  need t o  be examined: f i r s t ,  
p o t e n t i a l  changes i n  t h e  F e d e r a l  budget and second,  p o t e n t i a l  changes i n  
t n e  c h a r a c t e r i s t i - c s  of t h e  r e c i p i e n t s  of program b e n e f i t s .  The l a t t e r  
kind of change would g e n e r a l l y  have a  g r e a t e r  impact and it can be gauged 
from t h e  d i s c u s s i o n  i n  Chapter  V of  t h e  s t a t i s t i c a l  c h a r a c t e r i s t i c s  of poor 
p o p u l a t i o n s  under a l t e r n a t i v e  pover ty  d e f i n i t i o n s .  Only i n  a  few l a r g e  
programs would t h e  F e d e r a l  budget be g r e a t l y  a f f e c t e d .  

I n  o r d e r  t o  unders tand  t h i s  impac t ,  i t  i s  n e c e s s a r y  t o  r e c a l l  t h e  
d i s t i n c t i o n  made i n  Chapter  I between programs t h a t  use  a  formula f o r  t h e  
d i s t r i b u t i o n  of F e d e r a l  funds and t h o s e  t h a t  e s t a b l i s h  e l i g i b i l i t y  c r i t e r i a  
based on t h e  income l e v e l s .  Programs wi th  a  formula f o r  t h e  d i s t r i b u t i o n  
of funds based on t h e  o f f i c i a l  pover ty  l i n e  a r e  T i t l e  I of t h e  Elementary  
and Secondary Educa t ion  A c t ,  T i t l e  I of t h e  Housing and Community Devel- 
opment Act of 1974, and g r a n t s  made t o  Community Melital Hea l th  C e n t e r s  
wi th  d i s p r o p o r t i o n a t e  pover ty  p o p u l a t i o n s  i n  h e a l t h  c i t chment  a r e a s .  A 
m o d i f i c a t i o n  of t h e  o f f i c i a l  pover ty  l i n e  would no t  r e s u l t  i n  a  changed 
F e d e r a l  budget f o r  t h e s e  programs because  t h e  s t a n d a r d s  a f f e c t  t h e  d i s t r i b u -  
t i o n  of an amount of money which i s  f i x e d  by a u t h o r i z a t i o n  and a p p r o p r i a t i o n .  
The pover ty  m a t r i x  de te rmines  t h e  r e l a t i v e  s h a r e  of t h e  a p p r o p r i a t e d  amount 
t h a t  each s t a t e  o r  u n i t  of government r e c e i v e s .  

S i m i l a r l y ,  t n e  Comprehensive Employment and T r a i n i n g  Act d i s t r i b u t e s  a  
f i x e d  amount of funds t o  genera l -purpose  governments p a r t l y  on t h e  b a s i s  of  
t h e  number of f a m i l i e s  with incomes l e s s  t h a n  a  c e r t a i n  amount. The funds 
a r e  then  used by t h e  l o c a l  governments t o  e s t a b l i s h  employment and t r a i n i n g  
programs t o  s e r v e  needy i n d i v i d u a l s .  A change i n  t h e  t h r e s h o l d  might change 
t h e  composi t ion of t h e  p o p u l a t i o n  b e n e f i t e d  bu t  would no t  a f f e c t  t o t a l  
e x p e n d i t u r e s .  



The fo l lowing  programs use  t h e  pover ty  s e r i e s  a s  a  b a s i s  f o r  e s t a b -  
l i s h i n g  income e l i g i b i l i t y  f o r  program a s s i s t a n c e :  food s,tamp program, 
c h i l d  n u t r i t i o n  programs of t h e  A g r i c u l t u r e  Department,  T i t l e  I1 of t h e  
Housing and Community Development Act of 1974,  programs sponsored by t h e  
Community S e r v i c e s  Act of 1974, t h e  l o c a l  use  of funds from t h e  Compre- 
h e n s i v e  Employment and T r a i n i n g  Act ,  and v a r i o u s  l o c a l l y  a d m i n i s t e r e d  
h e a l t h  and e d u c a t i o n  programs. Except f o r  t h e  c h i l d  n u t r i t i o n  program and 
p o s s i b l y  t h e  food stamp program, t h e  budgetary  impact of a  change i n  t h e  
o f f i c i a l  pover ty  m a t r i x  would not  be g r e a t ,  b u t  it i s  a lmost  imposs ib le  t o  
p r e d i c t  a c c u r a t e l y  f o r  t h r e e  r e a s o n s .  F i r s t ,  t h e  number of people  p a r t i -  
c i p a t i n g  i n  a  program d i f f e r s  from t h e  number of people  who a r e  e l i g i b l e .  
Although t h e  p a r t i c i p a t i o n  r a t e  is  d i f f i c u l t  t o  p r e d i c t ,  ' s i n c e  it v a r i e s  
from p l a c e  t o  p lace  and t ime t o  t i m e ,  it probably  would not  i n c r e a s e  a t  
t h e  same r a t e  a s  would t h e  pover ty  l i n e .  Second, t h e  e l i g i b i l i t y  c r i t e r i o n  
f o r  p a r t i c i p a t i o n  i n  t h e s e  programs i s  seldom based e x c l u s i v e l y  on t h e  
pover ty  t h r e s h o l d s .  Normally, o t h e r  e l i g i b i l i t y  c r i t e r i a ,  f o r  example,  
t h o s e  r e l a t i n g  t o  t h e  e m p l o y a b i l i t y  c h a r a c t e r i s t i c s  under t h e  Comprehensive 
Employment and T r a i n i n g  Ac t ,  come i n t o  p l a y .  Some of t h e s e  programs make 
w e l f a r e  r e c i p i e n t s  a u t o m a t i c a l l y  e l i g i b l e  f o r  b e n e f i t s .  F i n a l l y ,  i n  some 
c a s e s ,  t h e  pover ty  t h r e s h o l d s  a r e  used t o  d i s t r i b u t e  t o  e l i g i b l e  pe r sons  
l i m i t e d  F e d e r a l  funds on a  f i r s t - come,  f i r s t - s e r v e d  b a s i s  o r  on a  most-in- 
need b a s i s .  An example i s  t h e  Comprehensive Employment and T r a i n i n g  Act .  
Local  governments use t h e s e  funds t o  e s t a b l i s h  employment and t r a i n i n g  pro- 
grams f o r  e l i g i b l e  p a r t i c i p a n t s .  E l i g i b i l i t y  i s  based p a r t l y  on t h e  pover ty  
income g u i d e l i n e s  ( a s  w e l l  a s  on o t h e r  c r i t e r i a )  and p a r t l y  on t h e  b a s i s  of 
t h e  amount of funds made a v a i l a b l e  t o  them. Another example is  t h e  Com- 
munity Ac t ion  Agencies ,  which adopt t h e  income e l i g i b i l i t y  g u i d e l i n e s  
pub l i shed  by t h e  Community S e r v i c e s  A d m i n i s t r a t i o n  ( f o r m e r l y  t h e  O f f i c e  o f  
Economic Oppor tun i ty )  t o  d i s t r i b u t e  s e r v i c e s  t o  needy pe r sons .  

I n  some programs, e l i g i b i l i t y  i s  open-ended, i n  t h a t  t h e  b e n e f i t s  a r e  
provided t o  a l l  e l i g i b l e  persons  r e q u e s t i n g  them; such programs would f o r c e  
t h e  F e d e r a l  budget upward i f  t h e  pover ty  l i n e  were . i n c r e a s e d .  The c h i l d  
n u t r i t i o n  programs of t h e  Department of A g r i c u l t u r e ,  f o r  example, would be 
a f f e c t e d  s i g n i f i c a n t l y  by an i n c r e a s e  i n  t h e  pover ty  l i n e .  A 25 p e r c e n t  
i n c r e a s e  i n  t h e  pover ty  l i n e  could  r e s u l t  i n  an  i n c r e a s e  of more t h a n  30 
percen t  i n  t h e  program budget under c u r r e n t  law. 

A s m a l l e r  e f f e c t  would occur  i n  t h e  food stamp program because  i t s  
income e l i g i b i l i t y  c r i t e r i a  a l r e a d y  g e n e r a l l y  exceed t h e  pover ty  l i n e s  f o r  
most f ami ly  s i z e s .  There would be a  much more s i g n i f i c a n t  e f f e c t  on t h e  
food stamp program i f  it were re -de f ined  p r i m a r i l y  on pover ty  c r i t e r i a  
such a s  i n  r e c e n t l y  proposed l e g i s l a t i o n  and r e g u l a t i o n s .  Obviously ,  t h e  
s t r u c t u r e  of t h e  pover ty  g u i d e l i n e s  would t h e n  be a  most c r u c i a l  program 
paramete r .  

G e n e r a l l y ,  most of t h e  open-ended programs a r e  t h e  income o r  in-kind 
t r a n s f e r  w e l f a r e  programs. As mentioned e a r l i e r ,  t h e s e  g e n e r a l l y  do no t  
use t h e  pover ty  m a t r i x  e i t h e r  f o r  s e t t i n g  t h e  incom? e l i g i b i l i t y  s t a n d a r d s  
o r  t h e  b e n e f i t  l e v e l s .  



Impact on Title I of ESEA 

Background 

The Elementary  and Secondary Educa t ion  Act a s  enac ted  i n  1965 provided 
f o r  a l l o c a t i n g  funds  t o  c o u n t i e s  accord ing  t o  a  formula t h a t  d e f i n e d  t h e  
c h i l d r e n  t o  b e  counted and t h e  payment r a t e .  The formula c h i l d r e n  inc luded  
c h c l d r e n  aged 5  t o  17 i n  f a m i l i e s  wi th  incomes under $2,000 i n  t h e  1960 
Census,  a l l  c h i l d r e n  i n  f a m i l i e s  w i t h  AFDC payments of $2 ,000  o r  more, a s  
we l l  a s  f o s t e r  and i n s t i t u t i o n a l i z e d  c h i l d r e n .  The payment r a t e  was s e t  
a t  50  p e r c e n t  of t h e  s t a t e  e x p e n d i t u r e  pe r  p u p i l  o r  50 p e r c e n t  of t h e  
n a t i o n a l  ave rage  e x p e n d i t u r e  per pupi l , ,  whichever was h i g h e r .  

S e v e r a l  y e a r s  a f t e r  t h e  law was put i n t o  e f f e c t ,  i t  was observed t h a t  
t h e  formula was a l l o c a t i n g  an unexpec ted ly  l a r g e  s h a r e  of  t h e  funds  t o  t h e  
l a r g e  urban s t a t e s .  Two f a c t o r s  canbined t o  b r i n g  about t h i s  r e s u l t .  The 
pover ty  p o p u l a t i o n  ( c h i l d r e n  i n  f a m i l i e s  wi th  incomes under $2,000 i n  1959) 
was f i x e d ,  w h i l e  t h e  AFDC p o p u l a t i o n  grew each y e a r  because  of r i s i n g  
payments and mushrooming c a s e l o a d s ,  so t h a t  i n  1972 t h e  AFDC component 
c o n s t i t u t e d  more t h a n  50 p e r c e n t  of t h e  e l i g i b l e  p o p u l a t i o n  canpared w i t h  
10 pe rcen t  of t h e  t o t a l  i n  1965. The l a r g e  urban s t a t e s  g e n e r a l l y  s e t  
h i g h e r  w e l f a r e  payment l e v e l s  and broadened e l i g i b i l i t y  f o r  w e l f a r e ,  which 
a u t o m a t i c a l l y  i n c r e a s e d  t h e i r  s h a r e  of  t h e  formula funds .  ~ u r i n ~  t h i s  
seven-year p e r i o d ,  f o r  example,  C a l i f o r n i a ,  New J e r s e y ,  and New York more 
t h a n  doubled t h e i r  p e r c e n t a g e  of  t h e  n a t i o n a l  t o t a l  o f  T i t l e  I funds .  

The i n c r e a s e d  payments t o  l a r g e  urban s t a t e s  were a l s o  due i n  p a r t  t o  
t h e  payment r a t e .  S ince  spending per p u p i l  i n  t h e s e  s t a t e s  i s  c h a r a c t e r i s -  
t i c a l l y  h i g h e r  t h a n  t h e  n a t i o n a l  a v e r a g e ,  t h e  e f f e c t  was t o  s y s t e m a t i c a l l y  
a l l o c a t e  h i g h e r  T i t l e  I payments t o  t h e  l a r g e r  s t a t e s .  T h e r e f o r e ,  b o t h  
e l e m e n t s  i n  t h e  a l l o c a t i o n  formula -- t h e  d e f i n i t i o n  of t h e  formula c h i l d r e n  
and t h e  payment r a t e  -- gave b e n e f i t s  t o  t h e  urban s t a t e s  t h a t  were h i g h e r  
t h a n  expec ted .  T 

I n  1974,  t h e  p r e s e n t  a l l o c a t i o n  formula was adopted a f t e r  c o n s i d e r a b l e  
d e b a t e .  An a t t e m p t  was made t o  c o r r e c t  some of  t h e  more s e v e r e  d e f e c t s  i n  
t h e  e a r l i e r  fo rmula ,  b u t  t h e  b a s i c  a l l o c a t i o n  p rocedure  remained much t h e  
same. C h i l d r e n  i d e n t i f i e d  by t h e  formula comprised t h e  fo l lowing  t h r e e  
g roups :  c h i l d r e n  5  t o  17 i n  poor  f a m i l i e s  a s  d e f i n e d  i n  t h e  1970 Census ,  
two- th i rds  of t h e  c h i l d r e n  i n  f a m i l i e s  r e c e  i v i n g  AFDC payments exceed ing  
t h e  pover ty  l i n e ,  c h i l d r e n  i n s t i t u t i o n a l i z e d  e i t h e r  because  of  n e g l e c t  o r  
de l inquency ,  and c h i l d r e n  i n  f o s t e r  homes suppor ted  wi th  p u b l i c  funds .  

The payment r a t e  was a l s o  r e v i s e d .  Theminimum r a t e  was s e t  a t  40 
p e r c e n t  o f  80 p e r c e n t  ( i . e . ,  about o n e - t h i r d )  of  t h e  n a t i o n a l  ave rage  expen- 
d i t u r e  per p u p i l ,  and t h e  maximum r a t e  was s e t  a t  40  p e r c e n t  of 120 p e r c e n t  
( i . e . ,  about o n e - h a l f )  of  t h e  n a t i o n a l  average.  I n  a d d i t i o n ,  each  c o u n t y  
was guaran teed  a  payment of a t  l e a s t  85 p e r c e n t  of t h e  payment r e c e i v e d  i n  
t h e  p reced ing  y e a r ,  a  p r o v i s i o n  r e f e r r e d  t o  a s  t h e  " f l o o r "  and a s  t h e  "hold 
harmless"  p r o v i s i o n .  

I 



An a n a l y s i s  of t h e  impact of changing t h e  pover ty  d e f i n i t i o n  was 
c a r r i e d  o u t  by c a l c u l a t i n g  t h e  a l l o c a t i o n  of  $1.5 b i l l i o n  i n  T i t l e  I funds  
i n  1975 under  t h e  13 d e f i n i t i o n s  of pover ty  d e f i n e d  i n  Chap te r  V. (Da ta  
were from t h e - o n e  pe rcen t  sample of t h e  1970 Census.) A concomitant  change 
was made i n  t h e  AFDC p o p u l a t i o n  above t h e  pover ty  l i n e  t o  r e f l e c t  t h e  change 
i n  t h e  l e v e l  of t h e  pover ty  d e f i n i t i o n .  A l l  13  pover ty  concep t s  were 
t e s t e d ,  and 5  of them a r e  d i s c u s s e d  h e r e  i n  d e t a i l :  t h e  c u r r e n t  measure ,  125 
and 150 p e r c e n t  of t h e  c u r r e n t  measure,  a  s i n g l e  pover ty  t h r e s h o l d  based 
o n  h a l f  of  t h e  n a t i o n a l  median fami ly  income, and a  s i n g l e  pover ty  t h r e s h o l d  
based on t h e  pover ty  t h r e s h o l d  f o r  a  nonfarm f a m i l y  of four .  The r e s u l t s  
f o r  most of t h e  o t h e r  pover ty  d e f i n i t i o n s  f a l l  somewhere w i t h i n  t h e  range of 
t h e  5  p resen ted  h e r e .  

i 

There  i s  good r e a s o n  t o  b e  concerned about a l l o c a t i n g  T i t l e  I funds  
i n  1975 on t h e  b a s i s  of t h e  1970 Census e s t i m a t e s  of  t h e  number of poor 
c h i l d r e n  i n  each s t a t e .  During t h e  p a s t  few y e a r s ,  t h e  n a t i o n  h a s  s u f f e r e d  
a  r e c e s s i o n  which h a s  undoubtedly  a f f e c t e d  some p a r t s  of  t h e  c o u n t r y  more 
than  o t h e r s .  The c u r r e n t  a l l o c a t i o n  formula assumes t h a t  t h e  d i s t r i b u t i o n  
of  poor c h i l d r e n  by s t a t e  i s  t h e  same today a s  i t  was i n  1970,  which i s  
u n l i k e l y .  To t e s t  t h i s  a s sumpt ion ,  a l l o c a t i o n s  based on t h e  1970 Census 
e s t i m a t e s  were compared wi th  t h e  a l l o c a t i o n s  based on e s t i m a t e s  of t h e  
number of poor  c h i l d r e n  by s t a t e  f o r  1973,  t h e  most r e c e n t  y e a r  f o r  which 
such e s t i m a t e s  could  b e  made. Two e s t i m a t e s  f o r  1973 were used:  one by 
t h e  Bureau of t h e  Census and t h e  o t h e r  by t h e  Regional  Economic A n a l y s i s  
D i v i s i o n  (READ) of t h e  Department of Commerce. The methods used a r e  des- 
c r i b e d  i n  a  paper  by Herman M i l l e r  and Abdul Khan, "Methodology f o r  Estima- 
t i n g  t h e  Number of C h i l d r e n  i n  Pover ty  f o r  S t a t e s  and Count ies , "  t o  be  
pub l i shed  i n  t h e  n e a r  f u t u r e  by t h e  Bureau of t h e  Census. 

In  a n a l y z i n g  t h e  impact of r e v i s e d  pover ty  d e f i n i t i o n s  and of upda t ing  
t h e  c o u n t ,  t h e  b a s i c  t a b u l a t i o n s  were performed assuming t h a t  t h e  c u r r e n t  
a l l o c a t i o n  formula was unchanged. I n  o r d e r  t o  i d e n t i f y  s e p a r a t e l y  t h e  
e f f e c t s  of v a r i o u s  canponen t s  of t h e  fo rmula ,  a d d i t i o n a l  t a b u l a t i o n s  were 
made t o  e x p l o r e  t h e  impact o f :  t h e  hold  ha rmless  p r o v i s i o n  ( t h e  85 p e r c e n t  
f l o o r ) ;  o m i t t i n g  t h e  AFDC c h i l d r e n ;  and o m i t t i n g  t h e  AFDC c h i l d r e n  and t h e  
CEPP f a c t o r .  The use  of  c u r r e n t  e x p e n d i t u r e s  per p u p i l  (CEPP) a s  a  b a s i s  
f o r  a l l o c a t i n g  T i t l e  I funds  i s  a  v e r y  impor tan t  e lement  i n  t h e  c u r r e n t  
formula,  As noted above,  t h e  e l i g i b l e  popu la t ion  i n  each s t a t e  i s  m u l t i -  
p l i e d  by 40 p e r c e n t  of CEPP i n  t h e  s t a t e  ( w i t h  a  minimum of about  one- th i rd  
of t h e  n a t i o n a l  average and a  maximum of about one-half  of  t h e  n a t i o n a l  
ave rage)  t o  a r r i v e  a t  t h e  d o l l a r  e n t i t l e m e n t  f o r  each s t a t e .  A measure of 
t h e  e f f e c t  of CEPP can  b e  o b t a i n e d  by comparing t h e  amount each s t a t e  would 
r e c e i v e  i f  funds were a l l o c a t e d  o n l y  on t h e  b a s i s  of t h e  number of poor 
c h i l d r e n ,  wi th  t h e  amount t h e  s t a t e  r e c e i v e s  us ing  b o t h  CEPP and t h e  number 
of poor  c h i l d r e n .  As w i l l  b e  noted s u b s e q u e n t l y ,  CEPP h a s  a  much g r e a t e r  
i n f l u e n c e  on t h e  a l l o c a t i o n  o f  T i t l e  I funds  than  any of t h e  o t h e r  f a c t o r s  
i n  t h e  p r e s e n t  formula.  

The r e s u l t s  of t h e  a n a l y s i s  of t h e  impact on t h e  T i t l e  I program of 
changing t h e  d e f i n i t i o n  of p o v e r t y ,  and t a k i n g  i n t o  account  t h e  o t h e r  
f a c t o r s  j u s t  naned,  a r e  p r e s e n t e d  i n  s e v e r a l  s t a g e s :  



. A s k e t c h  of t h e  r e s u l t s  based on f i v e  s t a t e s  r e p r e s e n t i n g  
d i f f e r e n c e s  i n  v a r i o u s  r e g i o n s  and i n  s i z e  of p o p u l a t i o n .  

. A d e t a i l e d  a n a l y s i s  f o r  a l l  s t a t e s  of t h e  impact of  changing 
t h e  d e f i n i t i o n  of pover ty .  

. A d e t a i l e d  a n a l y s i s  f o r  a l l  s t a t e s  of t h e  impact of upda t ing  
t h e  1970 Census e s t i m a t e  of  t h e  number of  poor c h i l d r e n .  

. An a n a l y s i s  of t h e  impact of r e v i s i n g  t h e  a l l o c a t i o n  formula.  

. An a n a l y s i s  of t h e  j o i n t  impact of changing t h e  pover ty  d e f i n i t i o n  
and s i m u l t a n e o u s l y  u p d a t i n g  t h e  19 70 Census coun t  . 

I Impact on S e l e c t e d  S t a t e s  

B e f o r e  t u r n i n g  t o  t h e  d e t a i l e d  t a b l e s ,  i t  i s  u s e f u l  t o  c o n s i d e r  how 
changes i n  t h e  d e f i n i t i o n  of  pover ty  o r  i n  t h e  v a r i o u s  components of  t h e  
T i t l e  I formula  might a f f e c t  t h e  a l l o c a t i o n  of  funds i n  1975. One l a r g e  
s t a t e  was s e l e c t e d  f o r  e a c h  r e g i o n  of  t h e  c o u n t r y  ( C a l i f o r n i a ,  I l l i n o i s ,  
New York, and North  ~ a r o l i n a ) ,  and M i s s i s s i p p i  was s e l e c t e d  a s  a  low-income 
Southern  s t a t e .  An examina t ion  of  t h e  d e t a i l e d  f i g u r e s  f o r  t h e s e  f i v e  
s t a t e s  p r o v i d e s  a  b e t t e r  unders tand ing  of  t h e  more canprehens ive  a n a l y s i s  
p resen ted  l a t e r  i n  t h i s  c h a p t e r ,  of  t h e  r e s u l t s  f o r  a l l  s t a t e s .  Table  23  
shows t h e  impact on t h e  a l l o c a t i o n  of  funds  f o r  t h e s e  f i v e  s t a t e s  of 
changes i n  t h e  formula ,  of u p d a t i n g  t h e  coun t  of poor c h i l d r e n ,  and o f  
r e t a i n i n g  o r  e l i m i n a t i n g  t h e  h o l d  ha rmless  p r o v i s i o n .  S i m i l a r  d a t a  a r e  
shown i n  Table  24 f o r  t h e  same s t a t e s ,  measur ing t h e  impact of  a  change i n  
t h e  pover ty  d e f i n i t i o n .  

Column 3 of  Tab le  23 i n d i c a t e s  t h a t ,  under t h e  c u r r e n t  formula ,  New 
York r e c e i v e d  $191.0 m i l l i o n  i n  T i t l e  I funds  i n  1975. Using t h e  same 
foxmula w i t h o u t  t h e  f l o o r ,  New York would have r e c e i v e d  o n l y  $169.9 m i l l i o n  
(column 1 ) .  Indeed ,  i n  1975 t h e  f l o o r  se rved  t o  t a k e  a  l i t t l e  away from 
most o t h e r  s t a t e s  and g i v e  i t  t o  New York. Note t h a t  t h r e e  of  t h e  o t h e r  
f i v e  s t a t e s  would have r e c e i v e d  s l i g h t l y  more funds  wi thou t  t h e  f l o o r  t h a n  

\ w i t h  i t .  
\ 

. A c a n p a r i s o n  of  columns 1 and 2  shows t h e  impact of upda t ing  t h e  coun t  
'of poor c h i l d r e n .  I f  t h e  c u r r e n t  formula had been u s e d ,  b u t  o n l y  t h e  coun t  
o f p o o r  c h i l d r e n  upda ted ,  New York would have r e c e i v e d  $194.5 m i l l i o n  r a t h e r  
t h a n  $169.9 m i l l i o n .  T h i s  same change would i n c r e a s e  t h e  funds going t o  
C a l i f o r n i a ,  b u t  i t  would have dec reased  t h e  funds going t o  I l l i n o i s ,  North 
C a r o l i n a ,  and M i s s i s s i p p i .  A more d e t a i l e d  examinat ion of  t h e  d a t a  f o r  
a l l  s t a t e s  w i l l  show t h a t  such a  change would i n  f a c t  i n c r e a s e  t h e  a l l o c a -  
t i o n  t o  n e a r l y  a l l  of t h e  l a r g e s t  s t a t e s ,  l a r g e l y  r e f l e c t i n g  a  r e d i s t r i b u -  
t i o n  of  poor  c h i l d r e n  among s t a t e s  d u r i n g  r e c e n t  y e a r s .  

An examina t ion  of column 1, l i n e s  1 th rough  3 f o r  each s t a t e  shows t h e  
impact of o t h e r  changes  i n  t h e  a l l o c a t i o n  formula on t h e  T i t l e  I a l l o t m e n t s .  



Table  23. Impact of Changes i n  t h e  A l l o c a t i o n  Formula 
on t h e  D i s t r i b u t i o n  o f  T i t l e  I Funds,  1975 

( M i l l i o n s  of d o l l a r s )  

S t a t e  and Al loca t ion  
Formula 

New York: 

b  
Current formula 
CEPP and Poverty on ly  
Poverty only 

I l l i n o i s :  

Current  formula 
b 

CEPP and Poverty on ly  
Poverty only 

C a l i f o r n i a :  

b 
Current  formula 
CEPP and Poverty on ly  
Poverty only 

North Caro l ina :  

b  
Current formula 
CEPP and Poverty only 
Poverty only 

M i s s i s s i p p i :  

b  
Current  formula 
CEPP and Poverty only 
Poverty on ly  

A l l o c a t i o n s  W 

1970 C I P ~  

hout F l o o r  

1973 CIP 

Al loca t  ior 

1970 CIP 

With F l o o r  

197.3 CIP 

$ 197.7 
193.0 
187.6 

74.5 
69.2 
66.8 

133.9 
126 .3  

. 118.8 

45.1 
46.2 
48.8 

33.4 
35.0 
37.7 

SOURCE: S p e c i a l  t a b u l a t i o n s  prepared by t h e  Na t iona l  Center  f o r  Education S t a t i s t i c s .  

a 
CIP r e p r e s e n t s  t h e  number of c h i l d r e n  i n  poverty.  

The c u r r e n t  formula evidences CEPP, t h e  number of c h i l d r e n  i n  AFDC f a m i l i e s  
wi th  incomes above t h e  poverty l i n e ,  and t h e  number of c h i l d r e n  i n  poverty.  

Est imated a c t u a l  a l l o c a t i o n  i n  1975. 

Under t h e  c u r r e n t  formula ,  New York would have r e c e i v e d  $159.9 m i l l i o n ,  
assuming no f l o o r .  I f  t h e  AFDC p o p u l a t i o n  w i t h  incomes above t h e  pover ty  
l i n e  were excluded from t h e  formula ,  t h e  a l l o c a t i o n  of funds t o  New York 
would have dropped s h a r p l y  t o  $131.5 m i l l i o n .  I f  t h e  funds were a l l o t e d  
o n l y  on t h e  b a s i s  of t h e  number of poor c h i l d r e n ,  New York 's  a l l o t m e n t  
would a g a i n  have been c u t  s h a r p l y  t o  $102.5 m i l l i o n .  Changes of a  s i m i l a r  
n a t u r e  may be noted f o r  I l l i n o i s  and C a l i f o r n i a .  The p i c t u r e  i s  q u i t e  
d i f f e r e n t ,  however,  i n  North C a r o l i n a  and M i s s i s s i p p i .  These Sou thern  
s t a t e s  would r e c e i v e  s u b s t a n t i a l  i n c r e a s e s  i n  funds i f  t h e  a l l o c a t i o n  were 
based e n t i r e l y  on t h e  coun t  of poor c h i l d r e n . .  These d i f f e r e n c e s  l a r g e l y  

' r e f l e c t  t h e  h i g h e r  e x p e n d i t u r e s  per p u p i l  i n  t h e  l a r g e r  s t a t e s  and t h e i r  
more generous  AFDC payments. 



Table  24-. Impact of A l t e r n a t i v e  D e f i n i t i o n s  of Pover ty  
on A l l o c a t i o n  o f  T i t l e  I Funds,  1975 

( ~ i l  l i o n s  of d o l l a r s )  

New York: 

d  
Current  formula 
CEPP and Poverty on ly  
Poverty on ly  

S i n g l e  Poverty Line 

b 
$4795 1 $374; 

S t a t e  and Al loca t ion  
Formula 

I l l i n o i s :  

d  
Current  formula 
CEPP and Poverty on ly  , 
Poverty only 

Current  
Povertye 
Concept 

C a l i f o r n i a :  

Current  formula 
d 

CEPP and Poverty on ly  
Poverty on ly  

125% of 
Current  
Poverty 

Line 

North Caro l ina :  

150% of  
Current  
Poverty 

Line 

d 
cur rdn t  formula 
CEPP and Poverty only 
Poverty on ly  

Miss i s s ipp i :  

d  
Current  formula 
CEPP and Poverty on ly  
Poverty only 

SOURCE: S p e c i a l  t a b u l a t i o n s  prepared by t h e  Na t iona l  Center  f o r  Educat ion S t a t i s t i c s .  

a These f i g u r e s  d i f f e r  from t h e  corresponding f i g u r e s  i n  Tab le  V I I - 1  because 
they  a r e  based on t a b u l a t i o n s  f o r  s t a t e s ,  whereas t h e  d a t a  i n  Table V I I - 1  
a r e  based on county t a b u l a t i o n s  summarized t o  s t a t e  l e v e l s .  

50% of  t h e  U.S. median family income i n  1969. a s  i n d i c a t e d  by t h e  1970 
Census. 

Weighted average poverty th resho ld  f o r  nonfarm 4-person family i n  1969. 

The c u r r e n t  formula inc ludes  CEPP, t h e  number of  c h i l d r e n  i n  AFDC f a m i l i e s  
wi th  incomes above t h e  poverty l i n e ,  and t h e  number of c h i l d r e n  i n  pover ty .  

Table  24 shows t h e  impact of a  change i n  t h e  pover ty  measure on t h e  
a l l o c a t i o n  of T i t l e  I funds  among the .  5 s t a t e s .  Five  d i f f e r e n t  pover ty  
c o n c e p t s  a r e  c o n s i d e r e d :  The c u r r e n t  pover ty  c o n c e p t ,  125 p e r c e n t  and 150 
p e r c e n t  of t h e  c u r r e n t  pover ty  l i n e ,  a  s i n g l e  pover ty  t h r e s h o l d  based on 
one-hal f  of t h z  U.S. median fami ly  income i n  t h e  1970 Census ( $ 4 , 7 9 5 ) ,  and 
a  s i n g l e  pover ty  t h r e s h o l d  based on t h e  pover ty  t h r e s h o l d  f o r  a  nonfarm 
four-person fami ly  i n  1969 ($3 ,748) .  The two s i n g l e  pover ty  t h r e s h o l d s  
were s e l e c t e d  t o  show t h e  d i f f e r e n t i a l  impact of v a s t l y  s i m p l i f i e d  pover ty  
c o n c e p t s  s e l e c t e d  a t  d i f f e r e n t  p o i n t s  on t h e  income d i s t r i b u t i o n .  



I f  t h e  c u r r e n t  a l l o c a t i o n  formula i s  used ,  b u t  t h e  pover ty  l i n e  i s  
i n c r e a s e d  by 125 p e r c e n t  o r  150 p e r c e n t ,  New York would have an apprec i -  
a b l e  r e d u c t i o n  i n  funds.  T h i s  i s  p r i m a r i l y  because  t h e  i n f l u e n c e  of t h e  
AFDC add-on would d i s a p p e a r .  The o t h e r  4 s t a t e s ,  however, would not  be 
a s  s i g n i f i c a n t l y  a f f e c t e d .  An examina t ion  of t h e  f i g u r e s  f o r  a l l  s t a t e s  
w i l l  show t h a t  most of them would no t  be a p p r e c i a b l y  a f f e c t e d  by such a  
change i n  t h e  pover ty  concep t .  More s i g n i f i c a n t  i s  t h e  f a c t  t h a t  a  
s i m p l i f i e d  pover ty  concept  based on h a l f  t h e  U.S. median family  income, 
wi thou t  ad jus tment  f o r  f ami ly  s i z e  and c a n p o s i t i o n  o r  farm-nonfarm 
r e s i d e n c e ,  would a l s o  n o t  a p p r e c i a b l y  change t h e  a l l o c a t i o n  o f  T i t l e  I 
funds among any of t h e  s t a t e s  shown i n  T a b l e  24 ( e x c e p t  New York) , n o r ,  
a s  we s h a l l  s e e  l a t e r ,  would i t  a p p r e c i a b l y  change t h e  amount of funds  
r e c e i v e d  by most s t a t e s .  I n  o t h e r  words,  we c o u l d  ach ieve  l a r g e l y  t h e  
same d i s t r i b u t i o n  o f  T i t l e  I funds we now have by u s i n g  o t h e r  pover ty  
c o n c e p t s .  

A s i n g l e  pover ty  t h r e s h o l d  s e l e c t e d  somewhat lower  on t h e  income 
d i s t r i b u t i o n  (column 5 )  would a l t e r  t h e  a l l o c a t i o n  of funds  a p p r e c i a b l y ,  
p r i m a r i l y  because  of i t s  impact on t h e  AFDC p o p u l a t i o n .  I f  t h e  pover ty  
t h r e s h o l d  f o r ' a  nonfarm f a m i l y  of four  persons  were used a s  t h e  s i n g l e  
pover ty  t h r e s h o l d  f o r  a l l  f a m i l i e s ,  New York would r e c e i v e  $188.6 m i l l i o n  
r a t h e r  t h a n  $173.3 m i l l i o n .  I l l i n o i s  and C a l i f o r n i a  would a l s o  have 
s u b s t a n t i a l  g a i n s  i f  such a  change were made, whereas  North  C a r o l i n a  and 
M i s s i s s i p p i  would have s l i g h t  r e d u c t i o n s .  The reason  f o r  t h e s e  changes . 
i s  t h a t  a s  t h e  pover ty  l i n e  i s  lowered,  more AFDC f a m i l i e s  a r e  included 
i n  t h e  e l i g i b l e  p o p u l a t i o n .  Such f a m i l i e s  a r e  d i s p r o p o r t i o n a t e l y  l o c a t e d  
i n  t h e  high-income Nor the rn  s t a t e s .  It i s  e s p e c i a l l y  s i g n i f i c a n t  t h a t  
exc lud ing  t h e  AFDC p o p u l a t i o n  from t h e  formula ( i . e . ,  a l l o t t i n g  funds  
o n  t h e  b a s i s  of CEPP and pover ty  o n l y ) ,  would not  c a u s e  t h e  amount of 
funds  r e c e i v e d  by each s t a t e  ( excep t  ~ i s s i s s i p p i )  t o  v a r y  a p p r e c i a b l y  
under any of  t h e  pover ty  d e f i n i t i o n s .  

Impact o f  Changing t h e  P o v e r t y  D e f i n i t i o n  

Tab le  25 shows, f o r  each of t h e  50 s t a t e s  and t h e  D i s t r i c t  of Co- 
lumbia ,  a  comparison of t h e  T i t l e  I funds r e c e i v e d  under t h e  c u r r e n t  
pover ty  concep t  w i t h  t h e  funds t h a t  would b e  r e c e i v e d  i f  t h e  pover ty  
l i n e  were i n c r e a s e d  by 25 pe rcen t  o r  50 p e r c e n t ,  and commensurate changes 
were  made i n  t h e  number of AFDC c h i l d r e n  above t h i s  new pover ty  l i n e .  

For purposes  of a n a l y s i s ,  four  d i f f e r e n t  g roup ings  of  s t a t e s  have 
been e s t a b l i s h e d ,  based on s i z e :  ( a )  t h e  12 l a r g e s t  s t a t e s  -- t h e s e  s t a t e s  
have o v e r  5  m i l l i o n  i n h a b i t a n t s  and r e c e i v e  about 55 p e r c e n t  of t h e  
T i t l e  I f u n d s ;  ( b )  12 modera te ly  l a r g e  s t a t e s  -- t h e s e  s t a t e s  have 3-5 
m i l l i o n  i n h a b i t a n t s  and r e c e i v e  about 25 p e r c e n t  of t h e  T i t l e  I funds ;  
( c )  14 m o d e r a t e l y  s m a l l  s t a t e s  -- t h e s e  s t a t e s  have 1-3 m i l l i o n  inhab i -  
t a n t s  and r e c e i v e  about 15 p e r c e n t  of t h e  T i t l e  I funds ;  and ( d l  t h e  13  
s m a l l e s t  s t a t e s  -- t h e s e  s t a t e s  each have l e s s  t h a n  1 m i l l i o n  i n h a b i t a n t s  
and r e c e i v e  about 5  p e r c e n t  of t h e  T i t l e  I funds .  



Table  25. Comparison of T i t l e  I Funds 
That Would be  Received Using 125% and 150% of t h e  P r e s e n t  Pover ty  L ine  

w i t h  t h e  Amount Tha t  Would be C u r r e n t l y  Received 
� illi ions 'of  d o l l a r s ;  assumes a t o t a l  a l l o c a t i o n  of  $1.5  b i l l i o n )  

12 Largest  S t a t e s  

S t a t e  

C a l i f o r n i a  
New York 
Pennsylvania 
Texas 

- 
I l l i n o i s  
Ohio 
Michigan 
New J e r s e y  
F lor ida  
Massachuset ts  
Indiana 
North Caro l ina  

12 Moderately Large S t a t e s  

Current 
D e f i n i t i o n  

(1)  

Missouri  
V i r g i n i a  
Georgia 
Wisconsin 
Tennessee 
Maryland 
Minnesota 
Louisiana 
Alabama 
Washington 
Kentucky 
Connect icut  

14 Moderately Small S t a t e s  

Inc reased  Poverty L ine  

150% 125% 
(2) (3 )  

Iowa 
South Carol ina 
Oklahoma 
Kansas 
M i s s i s s i p p i  
Colorado 
Oregon 
Arkansas 
Arizona 
West Vi rg in ia  
Nebraska 
Utah 
New Mexico 
Maine 

13 Smallest  S t a t e s  

Absolute  Chanee 

(2-1) (3-1) 

Rhode I s l a n d  
Hawaii 
New Hampshire 
Idaho 
Montana 
South Dakota 
North Dakota 
Delaware 
Nevada 
Vermont 
Wyoming 
Alaska 
Washington, D.C. 

SOURCE: Spec ia l  t a b u l a t i o n s  prepared by t h e  Na t iona l  Center  f o r  Education S t a t i s t i c s .  
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R e l a t i v e  Chanee 

2 x 1 0 ~  
1 

3 x 1 0 0  
1 



A 25 p e r c e n t  i n c r e a s e  i n  t h e  pover ty  l i n e  would produce a  s h a r p  
r e d u c t i o n  i n  t h e  funds  go ing  t o  s e v e r a l  of t h e  l a r g e  s t a t e s  and,  wi th  a  
few e x c e p t i o n s ,  would r e d i s t r i b u t e  t h e s e  funds t o  t h e  r e s t  of t h e  coun t ry .  
The b i g  l o s e r s  would n e a r l y  a l l  be  c o n c e n t r a t e d  i n  t h e  12 l a r g e s t  s t a t e s .  
They i n c l u d e  New York,  w i t h  a  c u t  of $20 m i l l i o n  o r  12 p e r c e n t ;  I l l i n o i s  
(-$6 m i l l i o n  o r  7  p e r c e n t ) ;  Michigan (-$6 m i l l i o n  o r  9  p e r k e n t ) ;  
C a l i f o r n i a  (-$4 m i l l i o n  o r  3  ~ e r c e n t ) ;  and New J e r s e y  (-$2 m i l l i o n  o r  4  
p e r c e n t ) .  Three o t h e r  s t a t e s  would have l o s s e s  o f  $1 m i l l i o n  ( ~ o u i s i a n a ,  
Alabama and ~ i s s i s s i ~ ~ i ) .  Most of t h e  o t h e r  s t a t e s '  would r e c e i v e  s1Yght 
t o  moderate  g a i n s .  

With few e x c e p t i o n s ,  t h e  p a t t e r n  d e s c r i b e d  above would p r e v a i l  i f  
t h e  pover ty  l i n e  were r a i s e d  by 50 p e r c e n t .  I n  most c a s e s  t h e  changes 
r e s u l t i n g  from a  50 p e r c e n t  i n c r e a s e  a r e  i n  t h e  same d i r e c t i o n ,  b u t  l a r g e r  
than  t h o s e  r e s u l t i n g  from a  25 pe rcen t  i n c r e a s e .  

Tab le  26 shows f o r  each s t a t e  t h e  change i n  t h e  a l l o c a t i o n  of funds 
i f  t h e  pover ty  concept  were based on two d i f f e r e n t  s i n g l e  t h r e s h o l d s :  
one-half  t h e  U.S. median fami ly  income i n  1969 ($4,795)  and t h e  pover ty  
t h r e s h o l d  f o r  a  nonfarm f a m i l y  of  four  pe r sons  i n  1969 ($3 ,748) .  I f  t h e  
h i g h e r  t h r e s h o l d  were u s e d ,  t h e  r e s u l t s  would be ve ry  s i m i l a r  t o  t h o s e  
o b t a i n e d  u s i n g  t h e  c u r r e n t  concep t .  The a l l o c a t i o n s  t o  o n l y  7 s t a t e s  
would d i f f e r  by more t h a n  10 p e r c e n t  of t h e  p r e s e n t  a l l o c a t i o n ,  and most 
of t h e s e  d i f f e r e n c e s  would be i n  t h e  s m a l l e r  s t a t e s ,  r e p r e s e n t i n g  r e l a -  
t i v e l y  s m a l l  amounts of money. I f  t h e  lower  t h r e s h o l d  were used ,  most of 
t h e  l a r g e s t  s t a t e s  would have g a i n s  i n  f u n d s ,  l a r g e l y  a t  t h e  expense o f  
Sou the rn  s t a t e s .  Inc luded  among t h e  heavy l o s e r s  would be Texas ,  F l o r i d a ,  
North C a r o l i n a ,  M i s s o u r i ,  V i r g i n i a ,  Georg ia ,  Tennessee ,  L o u i s i a n a ,  
Alabama, Kentucky,  South  C a r o l i n a ,  and M i s s i s s i p p i .  The r e a s o n  f o r  t h i s  
change,  a s  p r e v i o u s l y  e x p l a i n e d ,  i s  t h a t  t h e  lower pover ty  l i n e  would 
i n c l u d e  more of t h e  AFDC c h i l d r e n  among t h e  e l i g i b l e  p o p u l a t i o n  under 
t h e  T i t l e  I a l l o c a t i o n  formula.  Most of  t h e s e  c h i l d r e n  l i v e  i n  t h e  l a r g e  
Nor the rn  s t a t e s .  

Impact o f  Updat ing t h e  P o v e r t y  Count 

T a b l e  27 shows t h e  amount of T i t l e  I funds  each s t a t e  would r e c e i v e  
i n  1975 wi th  no change i n  t h e  a l l o c a t i o n  formula ,  w i t h  a  replacement  o f  
t h e  1970 Census e s t i m a t e  of t h e  number of school-age c h i l d r e n  i n  pover ty  
wi th  t h e  Census e s t i m a t e  f o r  1973,  and w i t h  a  replacement  of t h e  1970 
Census e s t i m a t e  w i t h  t h e  e s t i m a t e  f o r  1973 p repared  by t h e  Regional  
Economic Analyses  D i v i s i o n  (READ). The f i r s t  t h r e e  columns of t h i s  
t a b l e  show t h e  funds ,  i n  m i l l i o n s  of  d o l l a r s  each s t a t e  would r e c e i v e ,  
assuming a  t o t a l  a l l o c a t i o n  o f  $1.5 b i l l i o n .  Column 4 shows t h e  r a t i o  
between t h e  amount r e c e i v e d  us ing  t h e  READ e s t i m a t e  of poor c h i l d r e n  i n  
1973 and t h a t  r e c e i v e d  under t h e  c u r r e n t  formula;  column 5  r e p l a c e s  t h e  
READ e s t i m a t e  w i t h  t h e  Census e s t i m a t e  f o r  1973. 

These d a t a  show t h a t  t h e  s u b s t i t u t i o n  of  c u r r e n t  e s t i m a t e s  of c h i l -  
d r e n  i n  pover ty  f o r  t h e  1970 Census e s t i m a t e s ,  w i t h  few e x c e p t i o n s ,  



T a b l e  26.  Comparison of T i t l e  I Funds 
That  Would be  Received Using a S i n g l e  P o v e r t y  Line  

w i t h  t h e  Amount Tha t  Would be C u r r e n t l y  Rece ived ,  1975 
 illio ions of d o l l a r s ;  assumes a t o t a l  a l l o c a t i o n  o f  $1 .5  b i l l i o n )  

12 Larges t  S t a t e s  

C a l i f o r n i a  
New York 
Pennsylvania 
Texas 
I l l i n o i s  
Ohio 
Michigan 
New J e r s e y  
F l o r i d a  
Massachusetts  
Ind iana  
North Caro l ina  

12 Moderately Large S t a t e s  

S t a t e  

Missouri  
V i r g i n i a  
Georgia 
Wisconsin 
Tennessee 
Maryland 
Minnesota 
Louisiana 
Alabama 
Washington 
Kentucky 
Connecticut  

Current  
Poverty 
D e f i n i t i o n  

(1) 

S i n g l e  Poverty Line Di f fe rence  

14 Moderately Small S t a t e s  

Rat io  

$4,795 a 
(2)  

(2-1) 

Iowa 
South Caro l ina  
Oklahoma 
Kansas 
M i s s i s s i p p i  
Colorado . 
Oregon 
Arkansas 
Arizona 
West V i r g i n i a  
Nebraska 
Utah 
New Mexico 
Maine 

x 100 
1 $3,748 

(3)  
(3-1) 

1 3  Smal les t  S t a t e s  

-? x 100 
1 

Rhode I s l a n d  
Hawaii 
New Hampshire 
Idaho 
Montana 
South Dakota 
North Dakota 
Delaware 
Nevada 
Vermont 
Wyoming 
Alaska 
Washington, D.C. 

SOURCE: S p e c i a l  t a b u l a t i o n s  prepared by t h e  Nat iona l  Center f o r    ducat ion S t a t i s t i c s .  

a 504 of 1969 U.S. median family income a s  i n d i c a t e d  by t h e  1970 Census. 

Weighted average pover ty  th reshold  f o r  nonfarm 4-person fami ly  i n  1969. 



Table  27. T i t l e  I Funds t o  be Received by Each S t a t e  i n  1975 
Using C u r r e n t  A l l o c a t i o n  Formula and 

A l t e r n a t i v e  E s t i m a t e s  of C h i l d r e n  i n  Pover ty  
 illio ions of d o l l a r s ;  assumes a  t o t a l  a l l o c a t i o n  of  $1.5 b i l l i o n )  

S t a t e  

12 Largest  S t a t e s  

Current  Al loca t ion  Formula 
Using 1969 Es t imates  of 
Children i n  Poverty 

(1) 

C a l i f o r n i a  
New York 
Pennsylvania 
Texas 
I l l i n o i s  
Ohio 
Michigan 
New J e r s e y  
F l o r i d a  
Massachuset ts  
Ind iana  
North Caro l ina  

Current  Al loca t ion  Formula 
Using 1973 Es t imates  of 
Children i n  Poverty 
READ Census Bureau 
e s t i m a t e s  e s t i m a t e s  

(2) (3)  

12 Moderately Large S t a t e s  

Missouri  
V i r g i n i a  
Georgia 
Wisconsin 
Tennessee 
Maryland 
Minnesota 
Louisiana 
Alabama 
Washington 
Kentucky 
Connecticut 

14 Moderately Small S t a t e s  

Iowa 
South Caro l ina  
Oklahoma 
Kansas 
M i s s i s s i p p i  
Colorado 
Oregon 
Arkansas 
Arizona 
West V i r g i n i a  
Nebraska 
Utah 
New Mexico 
Maine 

13 Smallest  S t a t e s  

Rhode I s l a n d  
Hawaii 
New Hampshire 
Idaho 
Montana 
South Dakota 
North Dakota 
Delaware 
Nevada 
Vermont 
Wyoming 
Alaska 
Washington, D.C. 

SOURCE: S p e c i a l  t a b u l a t i o n s  prepared by t h e  Na t iona l  Center  f o r  Education S t a t i s t i c s .  
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t r a n s f e r s  funds from t h e  s m a l l e r  r u r a l  s t a t e s  t o  t h e  l a r g e  i n d u s t r i a l  
s t a t e s .  Although t h e r e  a r e  some d i f f e r e n c e s  between t h e  Census Bureau and 
t h e  READ e s t i m a t e s ,  b o t h  s e t s  of d a t a  s u p p o r t \ t h i s  c o n c l u s i o n .  T h i s  change 
undoubtedly  r e f l e c t s  t h e  f a c t  t h a t  t h e  slow economic growth exper ienced  i n  
t h e  United S t a t e s  between 1969 and 1973 had a  much g r e a t e r  n e g a t i v e  impact 
on t h e  l a r g e  i n d u s t r i a l  s t a t e s  t h a n  i t  had on t h e  s m a l l e r  ones .  As a  
r e s u l t ,  r e l a t i v e l y  more of t h e  n a t i o n ' s  poor  c h i l d r e n  i n  1973 were  l o c a t e d  
i n  t h e  l a r g e  s t a t e s  t h a n  was t h e  c a s e  i n  1969. There i s  no l o g i c a l  b a s i s  
f o r  r e t a i n i n g  t h e  1970 Census coun t  of c h i l d r e n  i n  pover ty  i n  t h e  a l l o c a -  
t i o n  formula. Th i s  procedure  was used because  i t  was no t  c o n s i d e r e d  
l i k e l y  t h a t  up-to-date county  e s t i m a t e s  of c h i l d r e n  i n  pover ty  would be 
a v a i l a b l e .  The d a t a  i n  Table  27 s u g g e s t  t h a t  i f  more r e c e n t  d a t a  were 
a v a i l a b l e ,  t h e  T i t l e  I funds  r e c e i v e d  by most of t h e  l a r g e r  s t a t e s  would 
i n c r e a s e  c o n s i d e r a b l y .  

Focusing a t t e n t i o n  on t h e  Census e s t i m a t e s  f o r  t*he 12 l a r g e s t  s t a t e s  
i n  Table  27,  we f i n d  t h a t  'two s t a t e s  would r e c e i v e  r e d u c t i o n s  i n  funds  
i f  t h e  c u r r e n t  e s t i m a t e s  of c h i l d r e n  i n  pover ty  were used (Texas  and 
North C a r o l i n a ) ,  one s t a t e  would have no change ( P e n n s y l v a n i a ) ,  one s t a t e  
would have a  m a l l  i n c r e a s e  ( O h i o ) ,  and e i g h t  s t a t e s  would have i n c r e a s e s  
r a n g i n g  from 5  t o  22 p e r c e n t  ( F l o r i d a ,  New York, I n d i a n a ,  I l l i n o i s ,  
Michigan,  M a s s a c h u s e t t s ,  C a l i f o r n i a ,  and New J e r s e y ) .  

The p i c t u r e  i s  somewhat d i f f e r e n t  among t h e  12 modera te ly  l a r g e  
s t a t e s ,  t h o s e  w i t h  3-5 m i l l i o n  i n h a b i t a n t s .  Among t h e s e  s t a t e s ,  we f i n d  
o n l y  t h r e e  wi th  s u b s t a n t i a l  g a i n s  i n  T i t l e  I funds  i f  c u r r e n t  e s t i m a t e s  o f  
c h i l d r e n  i n  pover ty  were used ( C o n n e c t i c u t ,  Washington,  and ~ a r y l a n d )  , and 
seven s t a t e s  wi th  l o s s e s  ( ~ i s s o u r i ,  V i r g i n i a ,  Georg ia ,  Kentucky,  Tennessee ,  
~ o u i s i a n a ,  and Alabama). 

One of t h e  14 m o d e r a t e l y  s m a l l  s t a t e s  w i t h  1-3 m i l l i o n  i n h a b i t a n t s  
(Ar izona)  would g a i n  i n  T i t l e  I funds  i f  t h e  c u r r e n t  e s t i m a t e s  of  c h i l d r e n  
i n  pover ty  were used.  Each of t h e  o t h e r  s t a t e s  i n  t h i s  g roup  would l o s e  
funds .  The l o s s e s  would be l e s s  t h a n  10 p e r c e n t  , in  Oklahoma, Colorado,  
Oregon, and Maine; between 10 and 20 p e r c e n t  i n  Iowa, South C a r o l i n a ,  
Kansas,  M i s s i s s i p p i ,  Arkansas ,  Nebraska,  Utah,  and New Mexico; and g r e a t e r  
t h a n  20 perc,ent i n  West ~ i r ~ i n i a .  

The e s t i m a t e s  shown i n  T a b l e  27 f o r  t h e  13 s m a l l e s t  s t a t e s  a r e  con- 
s i d e r e d  t o o  weak t o  be  ana lyzed  mean ingfu l ly  because  of t h e  v e r y  s m a l l  
s i z e  of  t h e  CPS sample i n  t h o s e  s t a t e s .  Reasonably r e l i a b l e  e s t i m a t e s  f o r  
t h e s e  s t a t e s  w i l l  not  be a v a i l a b l e  u n t i l  a f t e r  t h e  Survey o f  Income and 
Educa t ion  i s  c a n p l e t e d  i n  1976. Y a- 

Impact o f  Changing t h e  A l l o c a t i o n  Formula 

. . I n  c o n t r a s t  t o  t h e  r e l a t i v e l y  minor  changes t h a t  can be  noted i n  most 
s t a t e s  i f  t h e  pover ty  l i n e  i s  i n c r e a s e d  even by a s  much a s ' 5 0  p e r c e n t ,  ve ry  
s h a r p  changes  can b e  noted i n  most s t a t e s  i f  t h e  b a s i c  a l l o c a t i o n  formula 
i t s e l f  i s  changed. Tab le  28 shows t h e  change t h a t  would t a k e  p l a c e  i f  t h e  



Table  28. Comparison of T i t l e  I Funds 
That Would be  Received Under A l t e r n a t i v e  A l l o c a t i o n  Procedures  

w i t h  t h e  Amount Tha t  Would be  C u r r e n t l y  Received 

No Change i n  Poverty Def in i t ion ;  No Change i n  Al loca t ion  Formula; 

S t a t e s  
Olange i n  Al loca t ion  Formula t o  Inc rease  i n  Poverty Line by: 
Poverty onlya 

25 percent  50 percent  

12 Largest  S t a t e s  

C a l i f o r n i a  
New York 
Pennsylvania 
Texas 
I l l i n o i s  
Ohio 
Michigan 
New Je r sey  
F lo r ida  
Massachuset ts  
Indiana 
North Carol ina 

12 Moderately Large S t a t e s  

Missouri  
Vi rg in ia  
Georgia 
Wisconsin 
Tennessee 
Maryland 
Minnesota 
Louisiana 
Alabama 
Washington 
Kentucky 
Connect icut  

14 Moderately Small S t a t e s  

Iowa 
South Carol ina 
Oklahoma 
Kansas 
Miss i s s ipp i  
Colorado 
Oregon 
Arkansas 
Arizona 
West Vi rg in ia  
Nebraska 
Utah 
New Mexico 
Maine 

13 Smallest  S t a t e s  

Rhode I s l and  
Hawaii 
New Hampshire 
Idaho 
Montana 
South Dakota 
North Dakota 
Delaware 
Nevada 
Ve m n  t 
Wyoming 
Alaska 
dasbington,  O.C. 

106 
108 
LOO 
107 
10 1 
107 
104 
97 
97 
98 

103 
102 

SOURCE: Spec ia l  t a b u l a t i o n s  prepared by t h e  National  Center  f o r  Educat ion S t a t i s t i c e .  

Note: Each column r e p r e s e n t s  a r a t i o  o f  t h e  amount t h a t  w u l d  be r ece ived  us ing  t h e  s p e c i f i e d  
d e f i n i t i o n  t o  t h e  amount t h a t  would be r ece ived  under t h e  c u r r e n t  d e f i n i t i o n .  

a The numerator of t h e  r a t i o  shown i n  t h i s  col- r e p r e s e n t s  t h e  amount each s t a t e  would 
rece ive  i f  t he  c u r r e n t  poverty d e f i n i t i o n  were used; bu t  t h e  a l l o c a t i o n  was baaed only 
on the  number of poor c h i l d r e n  and no t  on t h e  c u r r e n t  formula. The denominator r e p r e s e n t s  
t h e  amount each s t a t e  could r ece ive  us ing  t h e  cu r ren t  d e f i n i t i o n  of poverty and t h e  c u r r e n t  
a l l o c a t i o n  formula. 



c u r r e n t  a l l o c a t i o n  formula were r e p l a c e d  w i t h  a  formula t h a t  a l l o c a t e s  
T i t l e  I funds  s o l e l y  on t h e  b a s i s  of t h e  number of  c h i l d r e n  i n  pover ty  
a s  r e p o r t e d  i n  t h e  1970 Census. I f  such a  change were made, most l a r g e  
i n d u s t r i a l  s t a t e s  would r e c e i v e  a  s h a r p  r e d u c t i o n  i n  T i t l e  I f u n d s ,  and 
most  s m a l l e r  r u r a l  s t a t e s  would r e c e i v e  a  s h a r p  i n c r e a s e  i n  such funds .  
T h i s  change i s  due l a r g e l y  t o  t h e  e l i m i n a t i o n  of  c u r r e n t  e x p e n d i t u r e s  per  
p u p i l  from t h e  a l l o c a t i o n  formula.  Using CEPP t o  de te rmine  funding t e n d s  
t o  t r a n s f e r  funds  from t h o s e  s t a t e s  wi th  l a r g e  p r o p o r t i o n s  of poor c h i l -  
d r e n  t o  t h o s e  t h a t  make r e l a t i v e l y  l a r g e  e x p e n d i t u r e s  pe r  c a p i t a  on 
e d u c a t i o n .  

Among t h e  12 l a r g e s t  s t a t e s ,  t h r e e  would have r e d u c t i o n s  of 20 t o  30 
p e r c e n t  ( ~ a s s a c h u s e t t s ,  P e n n s y l v a n i a ,  and ~ l l i n o i s ) ;  and t h r e e  would have 
r e d u c t i o n s  of 3 0  t o  40 p e r c e n t  (New York, Michigan,  and New J e r s e y ) .  The 
t h r e e  s t a t e s  i n  t h i s  group t h a t  would g a i n  t h e  most a r e  i n  t h e  South:  
F l o r i d a ,  w i t h  a  g a i n  of 22 p e r c e n t ,  and North C a r o l i n a  and Texas ,  each 
wi th  g a i n s  of 32 p e r c e n t .  

Changes of a  s i m i l a r  magni tude would be  found among t h e  12 modera te ly  
l a r g e  s t a t e s .  The 7  Southern  s t a t e s  i n  t h i s  group would a l l  have g a i n s  
r ang ing  from 20 t o  4 0  p e r c e n t ,  whereas  5 s t a t e s  ( o n l y  one of which i s  i n  
t h e  s o u t h )  would have s u b s t a n t i a l  l o s s e s .  Among t h e  12 modera te ly  s m a l l  
s t a t e s ,  a l l  b u t  Oregon would have a n  i n c r e a s e  i n  funds.  Among t h e  13  
s m a l l e s t  s t a t e s ,  about h a l f  would g a i n ,  and h a l f  would l o s e  funds .  

Of a l l  t h e  f a c t o r s  c o n s i d e r e d ,  i t  appears  t h a t  t h e  a l l o c a t i o n  formula 
i t s e l f ,  and p a r t i c u l a r l y  c u r r e n t  e x p e n d i t u r e s  per  p u p i l ,  e x e r t s  t h e  
g r e a t e s t  impact on t h e  a l l o c a t i o n  of T i t l e  I funds .  The g r e a t e s t  change 
i n  t h e  a l l o c a t i o n  of funds  among s t a t e s  would t a k e  p l a c e  i f  t h e  funds  were 
a l l o t t e d  on t h e  b a s i s  of t h e  number of  c h i l d r e n  i n  pover ty  r a t h e r  than  
a c c o r d i n g  t o  t h e  p r e s e n t  formula.  I f  t h e  p r e s e n t  formula i s  r e t a i n e d ,  an  
i n c r e a s e  i n  t h e  pover ty  l i n e  would have a  r e l a t i v e l y  minor  impact on t h e  
a l l o c a t i o n  o f  T i t l e  I f u n d s ;  .however, an u p d a t i n g  of t h e  number of  c h i l d r e n  
i n  pover ty  would a p p r e c i a b l y  i n c r e a s e  t h e  funds going t o  t h e  l a r g e r  s t a t e s  
and would d e c r e a s e  t h o s e  funds  going t o  t h e  s m a l l e r  s t a t e s .  

J o i n t  Impact o f  Changing t h e  P o v e r t y  D e f i n i t i o n  and 
Updat ing t h e  P o v e r t y  Count 

I n  t h e  preceding s e c t i o n s ,  a t t e n t i o n  was focused on t h e  impact of 
a  change i n  t h e  d e f i n i t i o n  of pover ty  o r  an update  i n  t h e  count  of poor 
c h i l d r e n .  We s h a l l  now examine t h e  impact of a  j o i n t  change i n  t h e s e  
v a r i a b l e s .  Table  29,  column 3 ,  shows t h e  T i t l e  I a l l o t m e n t s  t o  each s t a t e  
i n  1975,  assuming a  25 p e r c e n t  i n c r e a s e  i n  t h e  pover ty  l i n e  and us ing  t h e  
1973 e s t i m a t e d  number of  poor c h i l d r e n .  These f i g u r e s  a r e  compared w i t h  
t h e  amounts each s t a t e  would r e c e i v e  i f  t h e  c u r r e n t  formula were used w i t h  
t h e  1969 e s t i m a t e  of poor c h i l d r e n ,  and i f  t h e  c u r r e n t  formula were used 
w i t h  t h e  1973 e s t i m a t e  of poor  c h i l d r e n .  



Table  29. T i t l e  I Funds t o  be Received by Each S t a t e  i n  1975 
Using t h e  1973 Count of Chi ld ren  i n  Pover ty  and 

a  25 P e r c e n t  I n c r e a s e  i n  t h e  Pover ty  L i n e  
 illio ions of d o l l a r s ;  assumes a  t o t a l  a l l o c a t i o n  of $1.5  b i l l i o n )  

.. . 

12 Largest  S t a t e s  

C a l i f o r n i a  
New York 
Pennsylvania 
Texas 
I l l i n o i s  
Ohio 
Michigan 
New J e r s e y  
F lor ida  
Massachuset ts  
Ind iana  
North Carol ina 

S t a t e  

12 Moderately Large S t a t e s  

Current 
Formula, 
1969 Est imate 
of  CIP a 

(1) 

1973 Es t imate  of CIP 
Current Current  Formula 
Formula Using 125% of 

Poverty Line 
(2) (3)  

Missouri 
Vi rg in ia  
Georgia 
Wisconsin 
Tennessee 
Maryland 
Minnesota 
Louisiana 
Alabama 
Washington 
Kentucky 
Connecticut 

Di f fe rence  
(2-1) (3-1) 

14 Moderately Small S t a t e s  

Iowa 
South Carol ina 
Oklahoma 
Kansas 
M i s s i s s i p p i  
Colorado 
Oregon 
Arkansas 
Arizona 
West Vi rg in ia  
Nebraska 
Utah 
New Mexico 
Maine 

1 3  Smallest  S t a t e s  

Rhode I s l a n d  
Hawaii 
New Hampshire 
Idaho 
Fontana 
South Dakota 
North Dakota 
Delaware 
Nevada 
Vermont 
Wyoming 
Alaska 
Washington, D.C. 

SOURCE: Spec ia l  t a b u l a t i o n s  prepared by t h e  National  Center  f o r  Education S t a t i s t i c s .  
a CIP r e p r e s e n t s  c h i l d r e n  i n  poverty.  

16 1 



The change i n  b o t h  v a r i a b l e s  would, w i t h  some impor tan t  e x c e p t i o n s ,  
have t h e  same impact a s  t h a t  p r e v i o u s l y  d e s c r i b e d  f o r  upda t ing  of  t h e  
pover ty  coun t  a l o n e .  Tha t  i s ,  t h e r e  would be a  t r a n s f e r  of funds from 
t h e  smal l  s t a t e s  t o  t h e  l a r g e  ones .  Among t h e  12 l a r g e s t  s t a t e s ,  8 would 
r e c e i v e  a n  i n c r e a s e  i n  funds ,  t h e  same number a s  t h a t  p r e v i o u s l y  noted 
f o r  a  change i n  t h e  pover ty  count  a lbne .  New York, an impor tan t  except  i o n ,  
would have gained c o n s i d e r a b l y  £run an update  of t h e  pover ty  coun t  a l o n e ,  
but  would l o s e  s l i g h t l y  i f  bo th  v a r i a b l e s  were changed a t  t h e  same t ime.  
I l l i n o i s  and North C a r o l i n a  would a l s o  l o s e  c o n s i d e r a b l y  i f  b o t h  v a r i a b l e s  
were changed a t  t h e  same t ime.  The g a i n s  f o r  t h e  o t h e r  l a r g e  s t a t e s  were 
l a r g e l y  o f f s e t  by d e c l i n e s  i n  most of t h e  12 modera te ly  l a r g e  s t a t e s  and 
i n  n e a r l y  a l l  of t h e  modera te ly  smal l  s t a t e s .  On t h e  o t h e r  hand ,  most o f  
t h e  13 s t a t e s  w i t h  l e s s  t h a n  1 m i l l i o n  i n h a b i t a n t s  would g a i n  a s  a  r e s u l t  
of t h i s  change;  however, t h e s e  changes a r e  s u b j e c t  t o  l a r g e  e r r o r s  o f  
e s t i m a t i o n .  
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