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Estimates of Poverty Including the Value of

Noncash Benefits: 1986

INTRODUCTION

This report describes experimental procedures for
valuing noncash benefits received by the low-income
‘population and presents estimates of the effect of these
benefits on the size and composition of the poverty
population in 1986. This report updates estimates cov-
ering 1979 through 1985 which have been pub lished in
previous technical papers released by the Bureau of the
Census.

The Census Bureau’s research in the valuation of
noncash benefits began in the fall of 1980, following
concerns expressed by Congress as outlined in appen-
dix A. At that time Dr. Timothy Smeeding came to the
Census Bureau as a visiting scholar under the Ameri-
can Statistical Association Fellowship Program. Dr.
Smeeding worked closely with the Census Bureau
staff to investigate various procedures that might be
used to value noncash benefits for 1979. This inves-
tigation resulted in the publication of Technical Paper
50, issued in March 1982, showing the effect of
including the value of certain noncash benefits as
income for purposes of measuring the poverty popu-
lation. The report, which was exploratory in nature,
examined three different valuation methods: the mar-
ket value, the cash equivalent value, and the poverty
budget share value. Five different noncash benefits
were valued. These included food stamps, free or
reduced-price school lunches, public or other subsi-
dized rental housing, Medicaid, and Medicare. A sig-
nificant portion of the Technical Paper 50 focused on
.conceptual and empirical problems associated with
each of the three valuation techniques. The updated
estimates published in subsequent technical papers
used procedures to value noncash benefits that were
the same as those described in the initial technical
paper. The experimental estimates were subject to
the same problems of measurement, but they pro-
vided a comparable time series.

Because noncash benefits, both government and
private, have grown in importance, and because the
problems of valuing such benefits are great, the
Bureau of the Census sponsored a conference in
December 1985 on the measurement of noncash
benefits. This conference was held to provide an

opportunity for the academic, private, and govern-
ment communities to learn about noncash benefit
valuation issues and to present their opinions to the
Bureau of the Census. v

That conference featured four papers devoted to
conceptual and measurement issues, comments by
two discussants on each paper,.and a wide-ranging

discussion of the issues by the 115 conference par-
ticipants. The conference attendees were not asked -
to produce a set of recommendations, but from the -

Census Bureau’s perspective, there was widespread
agreement on two. issues: (1) the Census Bureau
should continue its-work on the valuation of noncash
benefits, and (2) the current methods have serious
flaws and should be substantially modified.

In general, participants at the December 1985
conference did not support continuation.of the :pov-
erty budget share approach or estimates of the value
of medical care for institutionalized persons in the
income of noninstitutionalized persons. The primary
objection to the poverty budget share approach is that
the value assigned by that approach is dependent
upon the person’s or family’s poverty threshold. Most
observers agreed that the cash equivalent or recipient
value approach, in which the value assigned is depen-
dent upon the person’s or family’s income, is concep-
tually superior to the poverty budget share approach.
It should be noted that while the theoretical implica-
tions might be important, the poverty budget share
approach and the cash equivalent or recipient value
approach produced very similar estimates of poverty.
There was essentially unanimous agreement that it
was inappropriate to count the value of medical care
for institutionalized persons as part of the income
received by persons not in institutions. -

This report is intended as a transition between the
earlier technical papers and a report being developed
for next year that will reflect the results of the Census
Bureau’'s research and evaluation efforts. The esti-
mates presented in this report are a subset of those
presented in earlier reports. Estimates based on the
poverty budget share method and estimates that
counted the value of medical care services received
by the institutionalized population as income received
by noninstitutionalized persons have been deleted.

This report is organized into several sections. Fol-
lowing the introduction are sections covering the
growth of noncash benefits programs and a descrip-



tion of the two valuation concepts used in this analy-
sis. Succeeding those are sections on official and
experimental estimates of the number-of persons in
poverty, changes in receipt and average values of
noncash benefits, and estimates of poverty before
and after inclusion of both cash and noncash benefits.
Next is a discussion of measurement issues. A de-
tailed table provides data on noncash benefits and
their effect on poverty for various demographic and
socioeconomic subgroups of the population. Techni-
_cal appendixes are included after the detailed tables.
- Appendix A is the statement of the U.S. Congress
that initiated noncash benefit research at the Census
Bureau. Appendix B provides the technical details
about the methods used to value noncash benefits
under the two different approaches; appendix C pro-
.vides information on the source and reliability of the

- estimates; appendix D gives a description of each of

the noncash benefit programs; appendix E is a glos-
sary of standard statistical definitions and explana-
tions, and app’endix F discusses problems of underre-
porting of recipiency and amounts in the March Current
Population Survey (CPS) ’

GROWTH OF NONCASH BENEFITS

Federal expenditures intended to assist the low-income
population are now concentrated in programs. that pro-
vide in-kind or noncash benefits. The market value of
these means-tested noncash benefits surpassed that of
means-tested cash assistance by 1970 and has contin-
ued to grow inimportance. The growth of both cash and
noncash benefit programs since 1979 is illustrated in
table A.

In 1979, the first year for which noncash benefit
data were collected in the March CPS, the market
value of means-tested noncash benefits stood at

about $51.0 billion (in 1986 dollars), compared with
$35.0 billion for means-tested cash assistance pro-
grams. The market value of means-tested noncash
benefits was $59.0 billion in 1986. Means-tested
cash benefits amounted to $32.1 billion. Medicaid,
the largest means-tested noncash benefit program,
had a market value of $39.7 billion in 1986, up from
$31.6 billion in 1979.

The lower portion of table A shows the two nonmeans-
tested benefits that were valued in this study. The
market value of Medicare was $76.0 billion in 1986
and the market value of subsidies for full price school
lunches was $698 million.

EXPLANATION OF VALUATION TECHNIQUES

The valuation of noncash benefits in this report is
based on two of the valuation methods presented in
Technical Paper 50. Before examining the valuation
techniques in detail, it is useful to understand the major
conceptual differences between them and their relation-
ship to one another. Market value (MV) is the estimated
private market cost of the goods and services trans-
ferred to the recipvient. Recipient or cash equivalent
value (RV) is equal to the average dollar expenditure on

_the good or service by unsubsidized households with the

same characteristics {including income) as the recipient
{subsidized) household. The average expenditure is taken
as an estimate of the value of the benefit to the
recipient. The value assigned by the RV approach can-
not exceed the value assigned by the MV approach.

Market Value

The market value of an in-kind transfer is equal to the
private market value of the benefits received by the
individual. In the case of food stamps, the market value
is directly measurable as the dollar value of food cou-
pons. In other cases, MV is not so easily determined.

Table A. Means-Tested Cash Assistance, Outlays on Food Stamp and Medical Care Programs, and Estimated
Market Value of School Lunch and Housing Subsidies: 1979-86

{Figures in milliorrs of 1986 dollars)

Type of benefit . 1979 1980 1981 1982 1983 1984 1985 . 1986

Means-tested cash assistance ....... $34,965 §$ 33,916 $32,410 $30,897 $30,368 $30430 $30,745 $32,077
Noncash benefits, total. . ............ 96,657 102,003 108,764 112,663 119,441 122,400 129,910 135,730
Means-tested, total ............... 50,963 53,197 55,496 54,013 55,568 55,292 57,348 59,035
Foodstamps..........coovvnunen 9,798 11,561 12,801 11,595 12,237 11,268 10,895 10,586
Free and reduced-price school .

UNChes .. .ovviieeiiinisens 3,194 3,253 2,893 2,743 2,891 2,877 2,819 2,687
Public and subsidized housnng 6,319 - 5,994 5,647 5,697 5,749 6,007 6,277 6,072
Medicaid® ...............0ones . .31,652 32,389 _ 34,255 33,978 34,691 35,140 37,357 39,690

- ‘Nonmeans-tésted, total .. % ....... ~ 45,694 ~ 748,806 53,268 68,650 " 63,873 ~ 67,108 . 72,562 76,695
Medicare ..... e 44,293 47,509 52,384 57,992 63,217 66,421 71,867 75,997
Regular price school lunches .. ... 1,401 1,297 884 658 656 687 695 698

Includes Aid to Families with Dependent Children, general assistance, Supplemental Security income, and means-tested Veteran's pensions.
2Estimates derived directly from the noncash valuation techniques presented in this report.
3Includes the value of medical care services provided to persons in institutions. “g K’)%’]
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The market values of Medicaid and Medicare benefits
were estimated by dividing total noninstitutional medi-
cal benefits paid by the programs by the number of
noninstitutionalized persons covered. The calculation is
intended to provide an insurance value of the benefit.
The calculations were carried out after persons were
placed in various risk categories. For Medicare, the risk
classes were (1) age 65 and over and (2) blind and
disabled. For Medicaid, the risk classes were (1) age 65
and over, (2) blind and disabled, (3) age 21 to 64,
nondisabled, and (4) age less than 21, nondisabled. The
market value assigned varied by risk class and by state
of residence.

In the case of public housing, the conceptual measure
of MV was defined as the difference between the
private market rental value of the unit and the rent paid
by the tenants. Estimating MV for public housing is
difficult because the private market rental value . of
public housing units is not available directly from sur-
veys or other sources. Complex statistical procedures
were used to link data from the Annual Housing Survey
and the March CPS in order to arrive at estimates of MV
for this benefit;

Recipient . or Cash Equivalent Value

The receipt of noncash benefits may distort consump-
tion patterns and, therefore, add less to a recipient’s
economic well-being than an equal dollar value cash
transfer. If so, the benefits should be discounted from
their market value to their recipient value to reflect this
lower value. Recipient value (RV) theoretically reflects
the program beneficiary’s own valuation of the benefit.
Theoretically, it would be measured by the amount of
cash that would make the recipient feel just as well off
as the noncash benefit. Many economists feel that cash
equivalent value is the proper measure for valuing non-
cash benefits to evaluate their effect on the economic
well-being of the poor. Not all economists are in full
agreement on this issue, however, since many earlier

studies of the effect of noncash benefits on poverty .

have used MV. The Congressional Budget Office (1977)
and Hoagland {1980) both used MV but included a

statement that the cash value of noncash benefits to

recipients may be less than the MV.

In theory, the recipient or cash equivalent value can

be estimated by assigning a utility function! to all
recipients. The cash equivalent measure is the amount
of cash transfer that leaves the recipient at the same
level of well-being or utility as the noncash transfers.
Accurate estimates of cash equivalent value require
knowledge of all recipients’ differing utility functions

' A utility function is an economic construct that indicates consum-
ers’ relative preferences for various goods and services depending on
how consumers substitute these goods and services for one another.

and the prices they pay. Because utility functions can-
not be observed and measured with a high degree of
accuracy, and because of difficulties with current con-
sumption data, a simplified measure of recipient value
was developed as a substitute.

The cash equivalent value estimates in this study are
based on household survey data that allow the calcula-
tion of normal (average) expenditures at different in-
come levels. These estimates were derived by assuming
that the cash equivalent value-of a noncash benefit is
equal to the normal expenditure on that good or service
by unsubsidized consumers with similar characteristics
(e.9., income size, location, and age). For purposes of
classifying consumers by income, income was defined
to include both cash income plus the market value of
noncash benefits. Calculating cash equivalent value in
this manner implicitly assumes that there is no differ-
ence between the recipient family and the comparable
non-recipient family. However, if both units are eligible
for a given benefit and only one actually participates in
the program while the other (the comparison unit) does
not, it may be incorrect to infer that the expenditures for
the given good by the nonparticipant are equivalent to
those of the participant if there was no program. This
may result in selectivity bias, one of the principal limita-
tions of the cash equivalent value approach.

If the recipient normally spends less than the MV of
the noncash benefit on the subsidized good or service,
the noncash benefit will cause a change in the expendi-
ture pattern. This: means that the noncash benefit is
worth less to the individual than an.equal amount of
cash that would not lead to a change in spending habits.
If the MV of the benefit exceeds the normal expenditure
level, RV is set equal to the level of normal expenditures.

- If normal expenditures exceed the MV of the benefit, RV

is set equal to MV. That is, because the noncash benefit
recipient would normally spend at least as much as the
MV on the good, it would not alter the normal expendi-
ture pattern. '

The estimates of RV's were based on data from
several sources. The normal expenditures for food were
computed using diary data from the 1980-82 Consumer
Expenditure Surveys. Those for public housing were
based on the complex linkage of March CPS and Annual
Housing Survey data for 1979 and 1981. The data used
to compute the RV's for medical benefits are especially
weak. They were derived from the 1972-73 Consumer
Expenditure Survey and required-the inclusion of per-
sons covered by Medicare and employer-provided health
insurance. More details on the problems of calculating
RV’s can be found in appendix B and Technical Paper
50. '



ILLUSTRATION OF VALUATION TECHNIQUES

Food Stamps

The market value has been defined as the price of the
good or service pro vided for by the noncash benefit. A
four-person family with an annual cash income of $6,000
in 1986 and receiving an annual face value of $1,500 in
food stamps would be assigned $1,500 as a market
value. This value was assigned because the food stamps
purchase that amount of the good, in this case food.
The recipient value assigned would, in most cases, be
somewhat less than the market value because most
recipients would prefer cash and would be willing to
exchange the food stamps for an amount that is less
than the face value of $1,500. The normal expenditure
approach used in this study assigned recipient values for
food stamps that averaged about 96 percent of the
market value. Hence, this hypothetical family would
have been assigned a value of $1,440 for the recipient
value.

Medicaid

An insurance value approach was used to assign the
market value of Medicaid benefits. Under this concept
total medical benefits paid ‘were divided by the number
of persons enrolled in the program. Beneficiaries were
grouped into four categories: aged, blind or disabled,
nondisabled persons age 21 to 64 years, and nondisa-
bled persons under age 21.. Insurance values for persons
in these four groups were computed by State of resi-
dence. For example, a person 65 years old living in New
York would have been assigned additional income of
$4,311 in 1986 if he or she were covered by Medicaid.

The recipient value approach used data from the
1972-73 Consumer Expenditure Survey to assign a
value that was a function of the person’s income level.
For example, the recipient value approach would have

assigned additional income of approximately $500 to a
New York unrelated individual who was 65 years old or
over and who had an annual income of $5,000.2 Under
the recipient value concept, the value of the benefitto a
given recipient is limited to the amount spent for the
good or service, on average, by unsubsidized persons
with the same level of income.

OFFICIAL AND EXPERIMENTAL POVERTY
ESTIMATES, 1979-86

Tables- B and C show the number and percent of
persons in poverty for the years 1979-86 according to
the official poverty definition and four experimental
definitions. The official estimate of the number of per-
sons in poverty did not show a statistically significant
change from 1985 to 1986 (the estimated number of
persons in poverty was 33.1 million in 1985 and 32.4
million in 1986). The experimental approaches also did
not show a statistically significant change from 1985 to
1986 in the number of persons below poverty.

The experimental approaches produced estimates
of the number of persons in poverty in 1986 that
ranged from about 21.4 million to about 29.8 million
(from 2.6 million to about 11.0 million less than the
official estimate).- When medical care benefits were
not counted, the two valuation approaches produced
similar estimates (about 3 million less than the official
estimate). When medical care benefits were counted,
the market value approach produced estimates that
were far lower than the recipient value approach (the

2A recent Government Accounting Office (GAQ) evaluation of
Census Bureau methods of assigning values to noncash benefits
resulted in the detection of an error in the computer program used to
implement the recnpent value approach; the value assigned to medical
care benefits does not increase as the recipient's income level increas-
es. Because of this, the overall poverty rate using the recipient value
approach is overstated in this and earlier reports (e.g., the published
level for 1984 was 12.4 percent, compared with a **corrected” level
of 12.0 percent). The error will be corrected in future reports.

Table B. Number of Persons in Poverty, by Valuation Technique and Type of Noncash Benefits Included:

- 1979-86

(Numbers in thousands.Persons as of March of the following year)

Type of measure 1986 1985 1984 1983 1982 1981 1980 1979
Official definition................... 32,370 33,064 33,700 35,5615 34,398 31,822 ° 29,272 26,072
Market value approach:

including food and housing ........ 28,988 29,489 30,103 32,123 30,688 27,932 25,042 21,698

Including food, housing, and

medical care for nomnsmutlon- e - e e em s e —- - =
T T T alized persons L. . iieiiaenee N 21,369 21,941 23,019 4,512 23,563 21,046 18,221 15,696

Recipient value approach: °

Including food and housing ........ 29,793 30,351 30,909 32,718 31,365 28,651 25,633 22,270

Including, food housing, and
medlcal care for noninstiution-
27,592

28,281

28,917

29,407

26,784

20,478

|
|
‘ alized persons ......... e
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Table C. Percent of Persons in Poverty, by Valuation Technique and Type of Noncash Benefits Included:
1979-86
Type of measure 1986 1985 1984 1983 1982 1981 1980 - 1979
Official definition ........ [T 13.6 14.0 14.4 15.3 15.0 14.0 13.0 1.7
Market value approach: ' )
Including food and housing only. . .. 12.2 12,5 12.9 "13.9 134 12.3 111 9.7
Including food, housing, and :
medical care for noninstitution- v )
alized persons .................. 9.0 9.3 9.8 10.6 10.3 9.3 - 8.1 7.0
Recipient value approach:
Including food and housing only. ... 12,5 12.8 13.2 14.1 13.7 12.6 11.4 10.0
Including food, housing, and
medical care for noninstitution- ,
alized persons ............coonnn 11.6 12.0 12.4 *13.3 12.8 11.8 10.6 9.2

market value approach estimate was 21.4 million
compared to an estimate of 27.6 million using the
recipient value approach).

The estimates of change in the poverty rate pro-
duced by the experimental estimates were similar to
the official estimate. The change in the official esti-
mate, from 14.0 percent in 1985 to 13.6 percent in
1986, was not significant at the 95-percent confi-
dence level but was significant at the 90-percent level
of confidence. None of the experimental measures
showed a statistically significant change at the 95-
. percent confidence level and only one approach (the
recipient value method including food, housing, and

noninstitutional medical care) showed a significant
change at the 90-percent confidence level.

Table D shows 1985 and 1986 official and exper-
imental poverty estimates for selected population
subgroups. As has been noted in earlier reports, the
inclusion of medical care benefits and the use of the
market value approach have a dramatic effect on the
poverty rate of persons 65 years old and over (their
1986 rate was about 12.4 percent under the official
approach and about 3.0 percent under the experimen-
tal approach). The significance of this result is dis-
cussed below in the section on ”“Measurement Is-
sues.”

Table D. Percent of Persons in Poverty, by Valuation Technique and Selected Characteristics:

1986 and 1985

Market value approach

Recipient value approach

Includes food, - Includes food,

Characteristic Official _Includes food housing, Includes food housing,
definition ‘and housing and medical care and housing and medical care
1986 1985 1986 1985 1986 1985 1986 © 1985 1986 1985
RACE AND HISPANIC
ORIGIN®
White, ..., 11.0 11.4 9.9 10.2 7.4 7.8 .2 10.5 9.4 9.7
Black ..., 31.1 31.3 27.3 27.5 19.8 19.4 28.3 28.6 26.4 26.8
Hispanic ..................... 27.3 28.0 24.3 255 18.7 19.1 5.0 26.2 23.7 246
AGE
Under6years ................ 221 23.0 20.1 20.8 16.1 16.4 20.6 21.4 19.9 20.7
6tol17vyears................. 19.6 18.5 17.1 16.9 12.6 12.7 17.5 17.5 16.5 16.7
18to24 years................ 15.6 16.5 14.4 156.3 12.5 13.2 14.8 15.6 14.3 16.1
256to44 vyears................ 10.2 10.6 9.2 9.4 7.4 7.6 9.4 9.7 9.0 9.3
45to 64 years................ 9.1 9.5 8.4 8.7 6.4 6.7 8.6 8.9 8.0 8.3
65 yearsandover............. 12.4 12.6 10.7 0.7 3.0 3.2 1.1 1.1 8.0 7.9
RELATIONSHIP
Infamilies.................... 12.0 12.6 10.7 11.2 7.9 8.4 11.0 11.5 10.2 10.8
Married-couple families ... ... 7.1 7.9 6.5 7.1 5.0 5.7 6.6 7.2 6.1 6.8
Families with female house-
holder, no spouse present .. 38.3 37.6 33.1 32.4 23.5 22.6 34.7 34.2 32.1 31.9
Unrelated individuals .......... 21.6 21.5 19.7 19.5 13.9 13.7 20.4 20.1 18.5 18.1

"Persons of Hispanic origin may be of any race.




RECEIPT OF NONCASH BENEFITS AND
AVERAGE NONCASH BENEFIT VALUES

Approximately 70 percent of all families in poverty in -
1986 received food stamps or school lunches (table E).
About 19 percent received housing benefits and approx-
imately 57 percent received medical benefits. For each
of these types of benefits, poor families with a female
householder, no husband present were more likely than
poor families in general to have been recipients.

Table F shows the receipt and value of noncash
benefits by type among families and unrelated individ-
uals by poverty status. Of the 7.0 million families in
poverty, 4.9 million received food benefits and 1.3
million lived in public or subsidized housing. The
number receiving medical care benefits, either Medi-
care (a nonmeans-tested benefit) or Medicaid (a means-
tested benefit), was 4.0 million. ,

The estimated value of the food benefits (food
stamp and school lunches) received by families in
poverty was approximately $1,400 (the choice of
valuation method had little effect on the estimate).

The estimated value of housing benefits depended on v

the valuation method used. The mean value was

Table E. Receibt of Noncash Benefits, by Families and Unrelated Individuals in Poverty: 1979-86

{Numbers in thousands)

approximately $1,780 using the market value and
about $970 using the recipient value. The mean value
of medical benefits varied substantially by valuation
method; $2,890 if the market value was used and
$700 if the recipient value was used.

Of the 57.5 million families not in poverty, 14.9
million received food stamps or school lunches, 0.8
million received housing benefits, and 13.3 million
received medical benefits. The mean value of the food
benefits received by these households was approx
imately $200 (an indication that the benefits tended
to be received in the form of school lunches rather
than food stamps).

When examining recipiency status by poverty sta-
tus, it should be noted that there is an imperfect
alignment between the household as it existed at the
time of the CPS interview in March 1986 and the
household as it existed during the calendar year. The

.assumption is made, of necessity, that the composi-

tion in March was also the composition during the
calendar year. It is possible to identify a family as ”in
poverty” when, in fact, the incomes of members no
longer present in March would have raised the income
of the family to “above poverty.” The reverse could

Received food

Received housing Received medical

benefits benefits benefits
Year In
poverty - Number Percent Number . Percent - Number Percent
FAMILIES )
7,023 4,894 69.7 1,337 18.0 4,034 57.4
7,223 4,875 67.5 1,333 18.5 3,963 54.9
7,277 5,074 69.7 1,259 17.3 4,109 56.5
7,641 5,178 67.8 1,109 14.5 4,142 54.2
7,512 5,146 68.5 1,105 14.7 4,119 54.8
6,851 4,732 69.1 921 13.4 3,826 55.8
6,217 4,353 70.0 863 13.9 3,557 57.2
5,461 3,669 -67.2 736 13.5 - 3,214 58.9
FAMILIES WITH FEMALE
HOUSEHOLDER, NO
HUSBAND PRESENT .
1986. ... e 3,613 2,860 79.2 1,038 28.7 2,330 64.5
1986 ... 3,474 2,718 78.2 1,023 29.4 2,227 .64.1
1984 ... e 3,498 2,736 78.2 909 26.0 2,210 63.2
1883 ... i i 3,557 2,699 75.9 805 22.6 2,206 62.0
1982 . e 3,434 2,683 78.1 806 23.6 2,165 - 63.0
1981 .. e 3,252 2,541 78.1 673 20.7 2,036 62.6
1980 ... ... e 2,972 2,388 80.3 637 21.4 1,962 65.7
1979 . e 2,645 2,118 80.1 542 20.5 1,697 64.2
UNRELATED INDIVIDUALS
SN X b2 {5} - B . 6;846 == = -17420== = ==20. ]~ =829 = o =] 2pmm===3; 352 == a4 9 0
6,725 1,441 214 832 12.4 3,274 48.7
6,609 1,549 234 729 11.0 3,188 48.2
6,832 1,570 23.0 669 9.8 3,222 47.2
1982 .. e 6,458 1,459 22.6 625 9.7 3,117 48.3
1981 .. e e 6,490 1,497 231 644 9.9 3,377 52.0
1980 . ... e 6,227 1,349 21.7 610 9.8 3,294 52.9
1979 . e 5,743 1,196 20.8 509 8.9 3,107 54.1




Table F. Families and Unrelated Individuals Receiving Selected Noncash Benefits, by Poverty Status and Mean Value

of Benefits by Valuation Method: 1986

Families with female
householder, no

Recipiency status and All famities husband present _ Unrelated individuals
valuation method All ) All All
income In Not in income In Not in income In Not in
levels poverty poverty levels poverty poverty levels poverty poverty
Total (thous.) ................... 64,491 7,023 57,468 10,445 3,613 6,832 31,679 6,846 24,833
Received one or more . . .
noncash benefits (thous.)....... 32,465 5,770 26,694 5,612 3,017 2,595 11,617 3,831 7,687
Mean value:
Market ................... $2,029 3,683 1,672 2,779 4,147 1,189 2,152 2,451 2,003
Recipiency................ $840 1,902 611 1,520 2,323 587 705 780 668
Received food benefits {thous.) ... 19,808 4,894 14,913 5,212 2,860 2,352 1,817 1,420 397
Mean value: N
Market ................... $518 1,479 203 - 1,059 1,669 316 456 485 351
Recipiency................ $498 1,404 201 1,009 1,683 312 . 424 447 . 340
Received housing benefits (thous.). 2,180 1,337 843 1,361 1,038 323 1,748 829 919
Mean value: :
Market ................... $1,619 1,777 1,369 1,712 1,823 . 1,356 1,455 1,667 1,355
Recipiency................ $929 973 859 959 991 856 953 1,002 909
Received medical benefits {thous.). 17,306 4,034 13,272 3,050 2,330 7221 10,607 3,352 7,256
Mean value .
Market ................... $3,009 @ 2,885 3,047 2,541 2,510 2,644 2,019 2,208 1,932
Recipiency................ $889 . 695 948 645 624 713 536 454 574

also be true: a family identified as “above poverty” in
March could have, in fact, been below poverty if one
or more of the March members with income was not
with the family during the entire calendar year.

POVERTY BEFORE AND AFTER CASH AND
NONCASH BENEFITS

Table G shows the effect of cash and noncash
transfers on poverty status. The number of families in
poverty in 1986 before transfers (cash and noncash)
was 11.4 million. Adding in the income received from
Social Security and Railroad Retirement brought. the
total to 7.6 million, and adding in the remaining cash
transfers brought the level to 7.0 million (the 7.0 million
estimate is the official one because the official definition
is based on money income from all sources). The addi-
tion of the value of noncash benefits brought the esti-
mates to approximately 4.5 million or 5.9 million depend-
ing on the valuation method used.

MEASUREMENT ISSUES

There are a number of serious measurement issues
that should be considered when interpreting the data
presented in this report. These issues are being ad-
dressed in the Census Bureau’s research program, and it
is hoped that the research, combined with continuing
advice from the user community, will allow the Census

Bureau to improve its income and poverty estimates
that incorporate the value of noncash benefits. Selected
measurement issues are described below.

1. Market values of medical benefits that are large
relative to poverty thresholds. Table H shows the
relationship between the market value of medical
care benefits and the poverty thresholds in the
10 largest States for these situations: an elderly
couple covered by Medicare, an elderly unrelated
individual covered by both Medicare and Medic-
aid, and a family covered by Medicaid that in-
cludes a single parent with two children. The
values assigned to medical care benefits are very
large for the elderly. In nine of the States, simply
counting the value of Medicare received by an
elderly couple results in the attribution of income
that is more than half of the poverty threshold. In
California, for example, the value of Medicare to
an elderly couple is estimated to be $4,744,
compared with their poverty threshold level of
$6,623. The middle. columns of the table com-
pare the market value of medical benefits with
the poverty threshold for an elderly unrelated
individual covered by Medicare and Medicaid.
The combined value of medical benefits for such
an individual is more than 50 percent of the
poverty threshold in 9 of the 10 States (and more
than 100 percent in New York). When the reci-
piency unit is nonelderly, the market values of
medical benefits make up a much smaller, though



Table G. Poverty Status of Families and Unrelated Individuals Before and After Cash and Selected Noncash Transfers:
1986 and 1985

{Numbers in thousands. Cash transfers include Social Security and Railroad Retirement, SSI, AFDC, and other cash assistance)

Number in poverty

Percent in poverty

Recipiency
1986 1985 Difference 1986 1985 Difference
FAMILIES
Beforetransfers...........cccoveiiiinnnnnnn, 11,417 11,660 -243 17.7 18.3 -0.6
After Social Security and Railroad Retirement. . 7,613 7,769 -166 11.8 12.2 -0.4
After all cash transfers' . .................... 7,023 7.223 -200 10.9 11.4 -0.5
After all cash transfers and selected
noncash transfers:

Marketvalue............ocvvviiiinnnennn. 4,637 4,649 -112 7.0 7.3 -0.3

Recipientvalue.................... ... 5,916 6,070 -154 9.2 9.6 -0.4
UNRELATED INDIVIDUALS
Beforetransfers.............ccoiiiiiiinnn.. 11,263 11,003 260 35.6 35.1 0.5
After Social Security and Railroad Retirement. . 7,123 7,054 69 22.5 22.5 -
After all cash transfers'..................... 6,846 6,725 121 21.6 21.5 0.1
After all cash transfers and selected

noncash transfers:
Marketvalue. ........cooiieninnneneerenns 4,417 4,219 198 13.9 13.5 0.4
Recipientvalue...............ooieiuian, . 5,863 5,543 310 18.5 17.7 0.8

Tincome concept used in the official poverty definition.

Table H. Examples of the Relationship Between Market Value of Medical Benefits and Poverty Thresholds,

by Family Type in Ten Largest States: 1986

Elderly couple
covered by Medicare

Elderly unrelated

individual covered by
Medicare-and-Medicaid

Single parent with two children -
covered by Medicaid

Market .
State . Market  value of Market Market
Market value as a Medicare value as a Market value as a
value of percent of and . percent of value of percent of
Medicare Poverty poverty Medicaid Poverty poverty Medicaid Poverty poverty
coverage threshold threshold coverage threshold threshold coverage threshold threshold
California..............oevennn $4,744 $6,623 71.6 $3,064 $5,255 58.3 $1,794 8,829 20.3
New YOork .....ccoviiiiinnnnnnne 4,290 6,623 64.8 6,456 5,255 122.9 2,606 8,829 29.5
B -3 3,820 6,623 57.7 2,903 5,255 55.2 1,898 8,829 21.5
Pennsylvania.................... 4,508 6,623 = 68.1 2,875 5,255 54.7 1,835 8,829 20.8
11T Yo 4,352 6,623 65.7 3,127 5,255 59.5 1,870 8,829 21.2
Florida ........cooiiiiiiinee, 4,056 6,623 61.2 2,976 5,255 56.6 1,456 8,829 16.5
Ohio ...... 3,618 6,623 54.6 2,701 5,255 51.4 2,217 8,829 25.1
Michigan 4,584 6,623 69.2 3,199 5,255 60.9 1,919 8,829 21.7
New Jersey............oouivnnnnn 4,108 6,623 62.0 3,417 5,255 65.0 2,176 8,829 24.6
North Carplina ................... 2,792 6,623 42.2 2,402 5,255 45.7 2,093 23.7

8,829

still sizable, proportion of the poverty threshold.
In nine of the States, the value of Medicaid to a
single parent family with two children is calcu-
lated to be more than 20 percent of the poverty
threshold.

. Risk class differences in the value of Medicaid.
Most analysts would agree that benefits should
not be measured in such a way that would
produce a “ the sicker you are, the richer you are”
relationship. The Census Bureau methodology

i
3

attempts to avoid this problem by assigning
insurance values rather than counting the cost of
medical care received; however, the use of risk
classes in assigning insurance values means that
the problem has not been totally eliminated.

risk class for the 10 largest States. A person may
experience large changes in his or her income if
he or she moves among risk classes. For exam-
ple, a nondisabled adult in California was as-
sumed to have an income from Medicaid of $946




Table I. Market Value of Medicaid, by Risk Class in Ten Largest States: 1986 and 1985

(In 1986 dollars)

Nondisabied Disabled
State and year person 21 - person 21 Person 65

to 64 years to 64 years and over
1986
CalifOMIA + - o oo oo oo $946 - $2,560 $692
N W YOIK . ottt ettt ittt ettt e et taeiaeeaaiaateeenerearanans ’ 1,282 6,941 4,311
B 10 1= U 1,072 1,829 993
PenNSYIVANIA . . .ot e e e e 813 1,931 621
Florida......... e e e et e et ee e e e 752 1,928 948
1171 P e 934 © 4,220 951
(0317 YN 973 2,574 . 892
Y [T T T T 1,059 3,351 : 907
NEW JOrSBY « o ottt teee et et e e eea e s esatiaesaaeaianenas 1,206 3,121 1,363
NOMh Caroling. . ..o oot ittt ettt ittt it ieaeeteiaeneaneannns 1,003 3,693 1,006
1985
[0F 111 o) 2 11- PR AR $948 $2,379 $637
NEW YOrK . .ot ittt ittt ittt ettt i e i eteteeeaiatasaarannnnnn 1,141 6,381 3.895
=37 TSP 1,074 1,832 993
Pennsylvania . . ... ... e 704 2,045 561
LT o e 947 4,438 949
210 o - TS 913 1,636 818
[0 37 T 953 2,505 1,233
MICRIgaN. . ottt e e e e 853 3,121 792
NEW JErSOY . oottt ittt ittt it iee s e, 1,106 2,727 1,191
NOrth Caroling. . ....ooii ittt ittt ittt et eeeneansnann 906 3,350 917

in 1986. But if that person had suffered a serious
illness or injury and had become disabled, his or
her income from Medicaid would have increased
by $1,614 ($2,560-$946). A New York resident
in a similar situation would have had an income
increase of $5,659.

3. Difficulty in implementing the recipient value
approach. The methods used to implement the
recipient value approach and certain of the diffi-
culties involved in the implementation effort have
been described in the section on ”Explanation of
Valuation Techniques.” The method used to im-
plement this approach, the "matched expendi-
ture” approach, has been criticized on several
grounds. In his paper at the December 1985
conference, Chiswick noted that the approach
involves a selection bias. That is, it is not really
possible to identify persons who are identical
except that one of them is a program participant
and one is not. Persons who choose to partici-
pate are not the same as those who choose not
to (they may differ in terms of asset holdings or in
terms of their demand for the benefit). Chiswick
also noted that, for the purpose of measuring
Medicare benefits, it is extremely difficult to find
data on the “normal” medical expenditures of un
subsidized persons 65 years and over. The ”nor-
mal” expenditures used to calculate the recipient
values shown in this report are subject to these
problems and, in addition, are based on data sets

that are relatively old (e.g. the 1972-73 Con-.
sumer Expenditure Survey).

Consistency in the treatment of noncash bene-
fits. Conference participants were essentially unan-
imous in supporting the position that noncash"
benefits should be treated consistently. Because
the early valuation work at the Census Bureau
focused on benefits received by persons with
low incomes, no methodology has been devel-
oped for valuing employer-provided health bene-
fits or other noncash benefits received by the
middle and upper portions of the income distribu-
tion. Future reports must broaden the range of
benefits for which values are estimated.

Comparing revised definitions of income against
existing poverty thresholds. The official poverty
thresholds were defined on the basis of money
income. For families of three or more, the poverty
line was set equal to the cost of an economy food
plan multiplied by a factor of three (the value of
three was determined by survey data on the
percent of money income that families spent on
food). The implication of this procedure was that
income in the amount of two-thirds of the pov-
erty threshold was considered sufficient to cover
nonfood requirements such as housing, clothing,
transportation and medical care. The growth in
noncash benefits has led to the current effort to
develop income measures that include the value
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of noncash benefits. Most data users agree that
such measures would add to our understanding
of the distribution of income. There is consider-
able disagreement, however, about the appropri-
ateness of using these revised income measures
in° the determination of poverty status. Most
participants at the noncash conference agreed
that poverty thresholds would have to be changed
if the value of medical care were to be included in
the income definition. As revised income mea-
sures are proposed, it will be necessary to spe-
cifically address their appropriateness for use in
the determination of poverty status.

RESEARCH ACTIVITY

The Bureau of the Census is continuing to examine
the conceptual and empirical issues first outlined in

Technical Paper 50 and discussed in detail at the De-
cember 1985 conference. The examination of concep-
tual issues will cover the definition of income, the
appropriate methods to value noncash benefits, the
integration of tax and transfer effects, and the appropri-
ateness of determining poverty status by conmparing
modified definitions of income against existing poverty
threshoids. Empirical research will focus on data sources
for measuring expenditures on medical care, sources for
measuring housing subsidies, sources for measuring the
imputed rental value of own homes, sources of data on
the receipt and value of employer-provided benefits, and
methods of measuring and adjusting for income under-
reporting.
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Table 1. Persons Below The Poverty Level and Poverty Rate—Current Poverty Definition and Altemative Methods of
Valuing Noncash Benefits, by Selected Characteristics: 1979-86 -

(Numbers in thousands. Persons as of March of the following year) ' :

Number below the poverty level Poverty rate
Valuing food, A
housing, and Valuing food,
B medical . housing, and medical
Year and characteristic Valuing food and benefits, excluding - Valuing food and benefits, excluding
: housing benefits institutional housing benefits institutional
only . expenditures ) only expenditures
Current Current
poverty  Market Recipient Market Recipient poverty Market Recipient  Market Recipient
definition value value value .. value definition . value value value valug
ALL PERSONS
1986 ... i iii e 32,370 28,988 29,793 21,369 27,592 13.6 12.2 12.5 9.0 11.6
1985 ... . 33,064 29,489 30,351 21,941 28,281 14.0 12.5 12.8 9.3 12.0
1984 ... .o 33,700 30,103 30,909 23,019 28,917 14.4 12.9 13.2 9.8 12.4
1983 ... i 35,3083 32,123 32,718 24,512 30,720 15.2 13.9 . 1441 10.6 13.3
1982... . © 34,398 30,688 31,365 23,563 29,407 15.0 13.4 13.7 10.3 12.8
1981 ..o 31,822 27,832 28,651 21,046 26,784 14.0 12.3 12.6 9.3 11.8
1980........ e 29,372 25,042 25,633 18,221 23,895 13.0 11.1 11.4 - 8.1 10.6
1979...... e 26,072 21,698 22,270 15,696 20,478 11.7 9.7 10.0 7.0 9.2
RACE AND HISPANIC
GIN'
White
1986 ... 22,183 20,039 20,540 14,882 18,969 11.0 - 9.9 10.2 7.4 9.4
1985 ... .o 22,860 20,525 21,063 15,598 19,568 11.4 - 10.2 10.5 7.8 .97
1984 ...l 22,955 20,881 21,279 16,136 19,755 11.5 10.5 10.7 8.1 9.9
1983 ... i 23,984 22,299 22,569 17,464 21,193 12.1 11.3 11.4 8.8 10.7
1982 i 23,517 21,280 21,665 16,653. 20,363 12.0 10.9 111 8.5 10.4
1981 ... 21,563 19,219 19,632 14,767 18,286 11.1 9.9 10.1 7.6 9.4
1880 ..o, 19,699 17,381 17,727 12,997 16,503 “10.2 9.0 9.2 6.7 8.6
1979 .o 17,214 14,897 15,135 10,965 13,888 9.0 7.8 7.9 5.7 7.2
. B
1986 .......cviiiil 8,983 7,884 8,171 5,705 7,613 31.1 27.3 28.3 19.8 26.4
1985.... .. 8,926 7,843 8,135 6,539 7633 . 31.3 27.5 28.6 19.4  26.8
1984 ... 9,490 8,084 8,464 . 5,976 8,060 33.8 28.8 30.1 21.3 28.7
1983 ... i 9,882 8,479 8,786 - 6,091 8,246 35.7 30.6 31.7 22.0 29.8
1982 ... ... 9,697 8,347 8,633 " 6,126 8,068 35.6 30.7 31.7 22.5 29.6
1981 ... o 9,173 7,764 8,060 5,536 7,679 34.2 28.9 30.0 20.6 28.2
1980 . ...t 8,579 6,767 7,006 4,525 6,529 32,5 25.6 _ 26.5 17.1 24.7
1979 ... 8,050 6,088 6,407 4,126 5,884 31.0 23.5 24.7 15.9 - 22.7
Hispanic ’
1986 ..., 5,117 4,565 4,687 3,501 4,439 -27.3 24.3 25.0 18.7 23.7
1985 ... .ot 5,236 4,614 4,737 3,456 4,444 29.0 25.5 26.2 19.1 24.6
1984 ..., 4,806 4,315 4,394 3,413 4,197 28.4 25.5 26.0 20.2 24.8
1983 ... 4,633 4,228 4,292 3,343 4,104 28.0 25.6 25.9 20.2 24.8
1982....... ...l B 4,301 3,806 3,917 3,029 3,780 29.9 26.5 27.2 211 26.3
1981 ... 3,713 3,201 3,307 2,401 3,137 26.5 22.8 23.6 17.1 22.4
1980 . .. .ot R 3,491 2,923 3,014 2,111 2,829 25.7 215 22.2 16.5 20.8
1979...... e 2,921 2,328 2,398 1,668 2,234 21.8 17.4 17.9 12.5 16.7
AGE .
Under 6 Years
1986 ........ciiiiii i, 4,796 4,353 4,472 3,480 4,311 221 20.1 20.6 16.1° 19.9
1985....... . 4,972 4,503 4,633 3,551 4,473 23.0 20.8 21.4 16.4 20.7 -
1984 ... il 5,115 4,627 4,734 3,778 4,591 24.0 21.7 22.2 17.7 21.5
1983 ... . . 5,256 4,791 4,904 3,913 4,746 25.0 22.8 23.3 18.6 22.6
1982, 4,977 4,472 4,597 3,649 4,431 23.8 214 22.0 17.6 21.2
1981 ... 4,555 3,964 4,113 3,160 3,949 22.4 19.5 20.3 16.6 19.4
1980 ...t 4,107 3,502 3,602 2,722 3,482 20.7 17.6 . 18.1 13.7 17.5
1979 ... o 3,521 2,870 2,973 2,253 2,815 18.2 14.8 15.4 11.6 14.5

'Persons of Hispanic origin may be of any race.
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Table 1. Persons Below The Poverty Level and Poverty Rate—Cumrent Poverty Definition and Altemnative Methods of
Valuing Noncash Benefits, by Selected Characteristics: 1979-86—Continued

(Numbers in thousands. Persons as of March of the following year)

Number below the poverty level Poverty rate
Valuing food,
housing, and Valuing food,
medical . : housing, and medical
Year and characteristic Valuing food and  benefits, excluding Valuing food and benefits, excluding
housing benefits institutional - housing benefits institutional
ont expenditures onl expenditures
Current Y e —  Current Y
poverty Market Recipient Market Recipient poverty Market Recipient Market  Recipient
definition - value value value value definition value value value value
AGE—Continued
" 6to 17 Years
8,080 7,051 7,239 5,209 6,822 19.6 17.1 17.5 12.6 16.5
8,038 6,978 7,225 5,240 6,877 19.5 16.9 17.5 12.7 16.7
8,305 7,193 - 7,404 5,701 7,099 20.2 17.5 18.0 13.9 17.3
8,505 7,693 7,826 6,050 7,470 20.8 18.6 18.9 14.6 18.1
8,670 7,514 7,663 5,982 7,320 20.9 18.1 18.5 14.4 17.7
7,950 6,732 6,930 5,314 6,661 18.9 16.0 16.4 12.6 15.8
7,436 6,032 6,239 4,452 5,940 17.3 14.0 14.5 10.3. 13.8
6,856 5,298 5,550 3,934 5,251 15.6 12.0 12.6 8.9 11.9
4,133 3,823 3,922 3,302 3,776 15.6 14.4 14.8 12.5 14.3
4,463 4,148 4,222 3,585 4,104 16.5 15.3 15.6 13.2 15.1
4,616 4,317 4,384 3,717 4,236 16.6 15.5 15.7 13.4 15.2
. 4,925 4,570 4,627 3,924 4,479 17.3 16.1 16.3 13.8 15.7.
4,546 4,182 4,259 3,613 4,143 15.7 14.4 14.7 12.4 14.3
4,329 3,932 4,015 3,407 3,884 14.8 13.5 13.8 11.7 13.3
3.818 3,429 3,482 . 2,902 3,386 13.1 11.7 11.9 9.9 11.6
3,366 2,883 2,925 2,433 2,816 11.6 9.9 10.0 8.4 9.7
7,815 - 7,012 7,187 5,667 6,855 10.2 9.2 9.4 7.4 9.0
7,899 7,042 7,248 5,700 6,952 10.6 9.4 9.7 7.6 9.3
7,938 7,140 7,318 5,924 7,013 11.0 9.9 10.1 8.2 9.7
8,403 7,669 7,791 6,431 7,528 12.0 10.9 11.1 9.2 10.7
8,031 7,178 7,344 6,124 7,069 11.8 10.5 10.8 9.0 10.4
7,010 6,170 6,304 5,236 6,075 10.6 9.3 9.5 7.9 9.2
6,242 5,319. 5,456 4,365 5,256 9.8 8.3 8.5 6.8 8.2
4,949 4,106 4,227 3,348 4,023 8.0 6.6 6.8 5.4 6.5
4,070 3,762 3,868 2,866 3,592 9.1 8.4 8.6 6.4 8.0
4,236 3,892 4,000 2,989 3,704 9.5 8.7 8.9 6.7 8.3
4,397 4,020 4,162 3,098 3,863 9.9 9.0 9.3 7.0 8.7
4,439 4,144 4,254 3,223 3,999 10.0 9.3 9.6 7.3 9.0
4,423 4,048 4,133 3,153 3,877 10.0 9.2 9.4 71 8.8
4,125 3,787 3,859 2,870 3,623 9.3 8.6 8.7 6.5 8.2
3,799 3,405 3,460 2,611 3,232 8.6 7.7 7.8 5.9 7.3
3,697 3,304 3,353 2,527 3,097 8.4 7.5 7.6 5.7 7.0
3,477 2,987 3,105, 846 2,237 12.4 10.7 11.1 3.0 8.0
3,456 2,927 3,023 876 2,170 12.6 10.7 11.1 3.2 7.9
3,330 2,806 2,907 801 2,114 12.4 10.5 10.8 3.0 7.9
3,625 3,257 3,317 973 2,498 13.8 12.4 12.6 3.7 9.5
3,751 3,294 3,368° 1,043 2,566 14.6 12.8 13.1 4.1 10.0
3,853 3,347 3,430 1,059 2,591 156.3 13.3 13.6 4.2 10.3
3,871 3,355 3,395 1,169 2,600 15.7 13.6 13.8 4.7 10.5
3,682 3,237 3,242 1,200 2,476 15.2 13.4 13.4 5.0 10.2

|
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Table 1. Persons Below The Poverty Level and Poverty Rate—Current Poverty Definition and Altematlve Methods of

Valuing Noncash Benefits, by Selected Characteristics: 1 979-86——

(Numbers in thousands. Persons as of March of the following year)

ntinued

Number below the poverty level

Poverty rate

Valuing food,
housing, and Valuing food,
* medical housing, and medical
Year and characteristic Valuing food and  benefits, excluding Valuing food and benefits, excluding
housing benefits institutional housing benefits institutional
; onl . expenditures I only expenditures
e . Current id Pe Current
poverty  Market Recipient  Market Recipient poverty  Market Recipient Market Recipient
definition value value value value definition value value value - value
FAMILY STATUS
In Famifies
1986........cciviiiiin 24,754 22,002 22,597 16,259 21,002 12.0 10.7 11.0 7.9 10.2
1985. ...t 25,729 22,779 23,447 17,092 22,000 12.6 11.2 11.5 8.4 10.8
1984 ... vvviii e 26,458 23,483 24,092 18,179 22,659 13.1 11.6 11.9 9.0 11.2
1983 ..o e 27,933 25,173 25,614 19,467 24,139 13.9 12.5 12.7 9.7 12.0
1982, ... it 27,349 24,144 24,665 18.809 23,219 13.6 12.0 12.3 9.4 11.6
21,491 22,074 16,500 20,717 12.5 10.8 11.1 - 8.3 10.4
18,968 19,477 13,914 18,281 11.5 9.6 9.9 7.1 9.3
16,070 16,604 11,696 15,274 10.2 8.2 8.5 6.0 7.8
10,918 11,012 8,335 10,247 7.1 6.5 6.6 5.0 6.1
11,886 12,014 9,491 11,361 7.9 7.1 7.2 5.7 6.8.
12,629 12,643 10,032 11,831 8.3 7.6 7.6 6.1 7.2
1983 . ... i 15,111 13,923 13,983 11,230 13,167 9.1 8.4 8.4 - 6.8 7.9
1882.... i 14,839 13,342 13,478 10,762 12,647 8.9 8.0 8.1 6.5 7.6
1981 ..o 13,177 11,722 11,807 9,372 11,085 8.0 7.1 7.2 5.7 6.7
1980 ...t 11,861 10,264 10,377 7,946 9,745 - 7.2 6.2 6.3 4.8 .5.9
1979 10,074 8,644 8,743 6,613 8,010 6.1 53" 5.3 4.0 4.9
In Families With a Fernale
Householder, No Husband
Present
1986.......c0ciii i 11,944 10,310 10,802 7,319 10,011 38.3 33.1 34.7 23.5 32.1
1985..... ... i, 11,600 10,013 10,548 6,977 9,844 37.6 32.4 34.2 22.6 31.9
1984 ... ... i 11,831 10,117 10,602 7,500 10,022 38.4 32.8 34.4 24.3 32.5
1983 ... . i 12,072 10,496 10,885 7,615 10,275 40.2 34.9 36.2 25.3 34.2
1982, il 11,701 10,064 10,437 7,438 9,870 40.6 34.9 36.2 ' 25.8 34.2
1981 ... 11,051 9,214 9,710 6,716 9,122 38.7 32.2 34.0 23.5 31.9
1980 ...t 10,120 8,183 8,572 5,535 8,039 36.7 29.7 31.1 20.1 29.2
1879 ... 9,400 6,988 7,425 4,741 6,861 34.9 26.0 27.6. 17.6 25.5
Al Unrelated Individuals _ '
1986........cvviiin i, 6,846 6,241 6,450 4,417 5,863 . 21.6 19.7 20.4 13.9 '18.5
1985......c i 6,725 6,116 6,310 4,302 5,688 21.5 19.5 .20.1 13.7 18.1
1984 ... ... i 6,609 6,001 6,197 4,284 5,647 21.8 19.8 20.5 14.2 18.7
1883 ... it 6,740 6,339 6,493 4,510 5,976 23.1 21.7 22.3 15.5 20.5
1982..... ... 6,458 5,958 6,115 4,228 5,603 23.1 21.4 21.9 15.2 20.1
1981 ... 6,490 5,981 6,116 4,119 5,618 23.4 21.6 22.1 14.9 20.3
1980 ...l 6,227 5,669 5,741 3,946 5,202 22.9 20.9 21.2. 14.5 19.2
1979 ... o 5,743 5,280 5,314 3,696 4,853 21.9 20.2 20.3 14.1 18.5
Male Unrelated Individuals .
1986........ PO 2,536 2,403 2,452 1,980 2,364 175 16.6 16.9 13.7 16.3
1985 ... ... ... 2,499 2,393 2,439 1,996 2,324 . 17.4 16.7 17.0 13.9 16.2
1984 ... ...l 2,575 2,455 2,496 2,047 2,382 18.7 17.9 18.2 14.9 17.3
1883 ... 2,641 2,547 2,580 2,105 2,481 20.1 19.4 19.6 16.0 18.9
1982. ... .. 2,347 2,231 2,269 1,908 2,174 18.8 17.9 18.2 15.3 17.4
1981 ... 2,239 2,150 2,181 1,779 2,086 18.1 17.4 17.6 14.4 16.9
1980 ... 2,109 2,010 2,025 1,623 1,914 17.4 16.6 16.7 13.4 15.8
1879 ... o 1,972 1,875 1,885 1,642 1,779 16.9 - 16.1 16.2 13.2 15.8
Female Unrelated Individuals '
1986 ...t 4,311 3,837 3,998 2,436 3,489 25.1 22.3 23.2 14.2 20.3
1985 . ... 4,226 3,722 3,871 2,306 3,365 24.8 21.9 22.8 13.6 19.8
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Table 1. Persons Below The Poverty Level and Poverty Rate—Current Poverty Definition and Altemative Methods of
Valuing Noncash Benefits, by Selected Characteristics: 1979-86—Continued

(Numbers in thousands. Persons as of March of the following year)

Number below the poverty level ‘ Poverty rate
Valuing food,
housing, and . Valuing food,
: " medical housing, and medical
Year and characteristic Valuing food and  benefits, excluding Valuing food and benefits, excluding
housing benefits institutional housing benefits institutional
© only expenditures : only expenditures
Current : Current
poverty  Market Recipient  Market Recipient poverty Market Recipient  Market Recipient
definition value value value value dsfinition value value value value

FAMILY STATUS—Continued
Fanie Unrelated Individuals—

NobrNowwo

4,035 3,546 3,702 2,238 3,265 4.4 21.5 224 135  19.8
4099 3,792 3,914 2,405 3,495 - 256 23.7 24:4 15.0 21.8
4,110 3,728 3,847 2,320 3,429 26.6 24.2 24.9 15.0 22.2
4,251 3,831 3,935 2,340 3,532 27.7 24.9 25.6 15.2 23.0
4,118 3,659 3,716 2,323 3,288 27.4 24.4 24.7 15.5 21.9
3,77t 3,405 3,429 2,154 3,074 26.0 23.5 23.6 14.8 21.
5211 4,440 4,702 2,698 4,254 10.5 9.0 9.5 5.4 8.6
5751 4,952 5,194 2,961 4,692 11.6 10.0 10.5 6.0 9.5
6,531 5587 5832 3,819 5,391 13.2° 113 11.8 7.7 10.9
6,605 5936 6,056 3,930 5,584 13.4 12.1 12.3 8.0 11.4
6,364 5451 5631 3.685 5228 13.0 11.1 11.5 7.5 10.7
5,815 5049 5212 3,442 4,887 11.9 10.3 10.6 7.0 10.0
5369 4,456 4.613 2,683 4,226 11.1 9.2 9.5 5.5 8.7
5058 3,932 4,095 2,443 3,684 10.4 8.1 8.4 5.0 7.6
7,641 6,872 7,060 4,895 6,469 13.0 11.7 12.0 8.3 11
8,191 7,460 7,665 5497 7,226 13.9 12.7 13.0 9.4 12
8,303 7,490 7,670 5510 7,212 14.1 12.7 13.1 9.4 12
8511 7,771 7,923 5812 7,472 14.6 13.3 13.6 10.0 12
7,772 7,113 7,278 5343 6,792 13.3 122 125 9.2 11
7,142 6,277 6,477 4,632 6,050 12.3 10.8 11.1 8.0 10
6,592 5,698 5,893 4,114 5,533 11.4 9.8 10.2 7.1 9
5639 4,753 4,901 3329 4,455 9.7 8.2 85 5.7 7
13,106 11,888 12,103 9,266 11,339 16.1 14.6 14.8 11.3 13.9
12,921 11,586 11,832 9,158 11,066 16.0 14.4 147 11.4 13.7
12,792 11,454 11,754 9,186 11,010 = 16.2 14.5 14.8 11.6 13.9
13,504 12,218 12,435 9,852 11,705 17.2 15.5 158 12.5° 14.9
13,967 12,507 12,705 9,967 11,961 18.1 16.2 16.4 12.9 15.5
13,256 11,675 11,893 9,247 11,123 17.4 15.4 15.6 12.2 14.6
12,353 10,498 10,693 8,058 10,037 16.5 14.0 14.3 10.7 13
11,098 9,248 9,467 7,073 8,814 15.0 12.5 128 9.6 11
6,412 5788 5927 4,511 5529 132 .11.9 12.2 9.3 11.4
6,201 5,492 5660 4,325 5,296 13.0 11.5 11.8 9.0 111
6,074 5572 5654 4,504 5,303 13.1 12.0 1222 9.7 11.4
6,682 6,197 6,303 4,917 5959 14.6 13.6 138 10.8 13.1
6,296 5617 5752 4,569 5,426 14.1 125 129 10.2 121
5609 4,931 5069 3,725 4,724 12.7 1.2 11.5 8.5 10.7
4,958 4,391 4,434 3366 4,100 11.4 10.1 10.2 7.7 9.4
4,276 3,765 3,808 2.851 3,524 10.1 8.9 9.0 6.7 8.3
22,657 20,159 20,777 14,741 19,222 12.3 10.9 11.2 8.0 10.4
23,275 20,608 21,317 15068 19,853 12.7 11.3 116 8.2 10.8

NA Not available.
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Table 1. Persons Below The Poverty Level and Poverty Rate—Current Poverty Definition and Altemative Methods of

Valuing Noncash Benefits, by Selected Characteristics: 1979-86—Continued
(Numbers in thousands. Persons as of March of the following year)
Number below the poverty level Poverty rate
Valuing food, '
housing, and Valuing food,
medical housing, and medical
Year and characteristic Valuing food and benefits, excluding Valuing food and benefits, excluding
housing benefits institutional housing benefits institutional -
only expenditures ' only expenditures
Current Current
poverty Market Recipient Market Recipient poverty  Market Recipient  Market Recipient
definition value value value value definition value value value value
METROPOLITAN-
NONMETROPOLITAN
RESIDENCE—Continued
Inside Metropofitan Areas
1984 ... i (NA) '(NA) (NA) (NA) (NA) (NA) (NA) (NA) (NA) (NA)
1983 ... 21,826 19,835 20,256 14,749 18,973 13.8 12.6 12.8 9.3 12.0
1982 ... it 21,247 18,763 19,275, 14,187 18,062 13.7 12.1 12.4 -9.1 11.6
1981 .t 19,347 16,776 17,346 12,338 16,163 12.6 10.9 11.3 8.0 10.5
1980 .. 0ciiiniii e 18,021 15,287 15,763 10,892 14,668 11.9 10.1 10.4 7.2 9.7
1979 .ol 16,134 ~ - 13,196 13,636 9,513 12,573 10.7 8.7 9.0 6.3 8.3
Inside Central Cities _ L :
1986 .00t 13,295 11,713 12,155 - 8,321 11,239 18.0 15.9 16.5 11.3 15.2
14,177 12,320 12,822 8,644 11,923 19.0 16.5 17.2 11.6 . 16.0
(NA) (NA) (NA) (NA) (NA) (NA) (NA) (NA) (NA) (NA)
12,989 11,604 11,925 8,275 11,168 19.9 17.8 18.3 12.7 17.1
12,696 11,073 11,447 8,026 10,744 19.9 17.4 18.0 12.6° 16.9
11,231 9,593 9,981 6,834 9,343 18.0 15.4 16.0 11.0 15.0
10,644 8,795 9,167 6,005 8,542 17.2 14.2 14.8 9.7 13.8
9,720 7,609 7,924 5,223 7,251 15.7 12.3 12.8 8.4 11.7
9,362 8,446 8,622 - 6,420 7,983 8.4 7.6 7.8 5.8 7.2
9,097 8,289 8,495 6,424 7,930 8.4 7.6 7.8 5.9 7.3
(NA) (NA)- (NA) (NA) (NA) (NA) (NA) (NA) (NA) (NA)
1983 ... 8,837 8,231 8,332 6,474 7,805 9.6 8.9 9.0 7.0 8.4
1982, 8,551 7,691 7,828 6,161 7,318 9.3 8.4 8.5 6.7 8.0
1981 ... 8,116 7,183 7,365 5,505 6,820 8.9 7.9 8.1 6.0 7.5
1980 ... .t 7,377 6,492 6,596 4,887 6,125 8.2 7.2 7.3 54 - 6.8
1979 ... 6,415 5,587 5,712 4,290 5,322 7.2 6.3 6.4 4.8 6.0
Outside Metropofitan Areas -
1986.......00 i 9,712 8,829 9,015 6,628 8,370 . 18.1 16.4 .16.8 12.3 15.6
1985 ... 9,789 8,880 9,034 6,873 8,428 18.3- 16.6 16.9 12.8 15.8
1984 ..., ..o, (NA) (NA) (NA) (NA) (NA) (NA) (NA) (NA) (NA) (NA)
1983 ... i 13,477 12,287 12,461 9,763 11,747 18.3 16.6 16.9 13.2 15.8
1982......... ... 13,152 11,925 12,091 9,376 11,345 17.8 16.2 16.4 12.7 15.4
1981 ... 12,475 11,166 11,305 8,708 10,621 17.0 15.2 15.4 11.8 14.4
1980 ... .o 11,251 9,755 9,870 7,329 9,228 15.4 13.4 13.5 10.0 12.6
1979 .. 9,937 8,502 = 8,634 6,182 7,904 13.8 11.8 12.0 8.6 11.0

NA Not available.
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Appendix A. U.S. Senate Statement, " Data Collection and

Poverty Level”

Official poverty statistics published by the Bureau of
the Census currently’ignore billions of dollars of Govern-
ment in-kind : benefits, such as food stamps, public
housing rental subsidies, and medical care. The Con-
gresssional Budget Office has estimated that including
in-kind benefits in the income statistics would cause the
"'number of people in poverty to decline to about 9 million
as compared with official statistics showing nearly 25
million people in poverty. The official statistics show no
significant reduction in recent years in the incidence of
poverty, although in-kind benefit programs have ex-
panded greatly. :

The Committee considers it essential that official
poverty statistics reflect, at the earliest possible date,
the effects of in-kind benefits. Without such informa-
tion, Congress and the Executive Branch cannot be
certain that Government transfer programs are properly
targeted.

The Census Bureau has recognized the need for
better data on in-kind benefits. The most recent March
“Current Population Survey has collected data on some
types of in-kind program benefits. In addition, Census
has under way an experimental survey —known as the
Survey of Income and Program Participation— which
collects more extensive data. However, Census has not
yet published the data collected thus far and has no
current plans for integrating such data with cash income
‘data now reported routinely.

The Committee has inscribed language in the bill
directing the Secretary of Commerce to expedite the

program of collecting, through surveys, data on bene-
fits received and data on participation in federally fund-
ed, in-kind benefit programs. Programs on which data
are to be reported include, but are not necessarily limited
to, food stamps, Medicaid, Medicare and subsidies in
areas such as housing, nutrition, child care, and trans-
portation. The Secretary of Commerce is further di-
rected to continue research and testing of techniques
for assigning monetary values to in-kind benefits and for
calculating the impact of such benefits on income and .
poverty estimates. The Secretary of Commerce is also
directed to include in survey reports, beginning no later
than October 1, 1981, appropriate summaries of data
on in-kind benefits and estimates of the effect of in-kind
benefits on the number of families and individuals below
the poverty level.’

Note: The above language was modified in confer-
ence but the substance of the new language was similar
and included the statement “the Secretary should in-
clude in survey reports beginning no later than October
1, 1981, appropriate summaries of data on in-kind
benefits and estimates of the effect of in-kind benefits
on the number of families and individuals below the
poverty level.” 2

'Departments of State, Justice, and Commerce; The Judiciary and -
Related Agencies Appropriation Bill, 1981. U.S. Senate, 96th Con-
gress, 2d Session, September 16, 1980: 30-34.

2Making Appropriations for the Departments of State, Justice, and
Commerce, the Judiciary, and Related Agencies; U.S. House of
Representatives Report No. 96-1472, 96th Congress, 2d Session,
November, 20, 1980: 8-9.
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Appendix B. Description of Noncash Valuation Techniques

This appendix contains descriptions of the proce-
dures used to develop and assign values to each of the
five types of noncash benefits valued in this study.
These benefits are (1) food stamps, (2) school lunches,

(3) public or other subsidized rental housing, (4) Medic--

aid, and (5) Medicare. The first section describes proce-
dures for the market value approach; the second, pro-
cedures for the recipient or cash equivalent approach.

MARKET VALUE

The market value concept values the noncash benefit
at the cost of the specific goods or services in the
private market place. The procedures used to assign
market values to noncash benefits require the identifi-
cation of analogous goods or services in the private
market place and estimation of the cost of the goods or
services. Because it is sometimes difficult to find and
value goods or services in the private market place that
are precisely the same as those provided by the noncash
benefit program, various assumptions and compromi-
ses were made in the estimation process. Details of the
market value estimation process are contained in the
following subsections for each noncash benefit.

Food stamps. Valuing food stamps was the simplest
and most straightforward of the market value proce-
dures. The market value assigned was the annual face
value as reported in the survey; i.e., the face value is
equal to the purchasing power of the food stamps in the
market place.

School lunches. All children eating lunches prepared in
schools that participate in the National School Lunch
Program receive a subsidy or benefit because the price
paid by the student is less than the cost of the meal. The
value of the benefit varies depending on how much the
student pays for the lunch. In the case of school
lunches, it is difficult to identify the analogous good in
the private market place since such a large proportion of
schools participate in the program. It was decided,
therefore, to assign market values that were equal to the
amount of money and value of commodities contributed
by the Department of Agriculture and State govern-
ments (excluding contributions directly from student
payments for lunches).

Data from the Department of Agriculture allowed the
calculation of the amount of contributions per meal
served. These contributions differ for each of the three
categories of lunches: (1) paid (full price), (2) reduced
price, and (3) free. These figures were multiplied by 167
days to obtain an annual estimate per child (the esti-
mates are shown in table B-1). This assumes an average
school year of 180 days and 93 percent attendance.
These amounts were multiplied by the number of chil-
dren in each family reporting that they usually ate a hot
lunch offered at school. : :

Public and other subsidized rental housing. The non-
cash benefit for public or other subsidized rental housing
was defined as the difference between the market rent
of the housing unit and the subsidized or lower rent paid
by the participant. The market value of the benefit is
equal. to this difference. Data on the market rent of
public housing units are not readily available. Since
these data are the key to estimating market values,
procedures were developed to estimate market rents.

The market rent estimation procedure was based on
survey data from the 1979 and 1981 Annual Housing
Survey (AHS) national samples conducted by the Bu-
reau of the Census. The AHS was chosen for several
reasons. First, it collected relatively current data on
monthly amounts paid for rent and utilities. Second, it
allowed identification of public or other subsidized hous-
ing units. Third, the AHS had a relatively large sample
size, about 60,000 households. Finally, the survey can
provide data needed for future updates.

The first step in the market rent estimation procedure
was development of a method to ”statistically” match
public and private market rental units with similar hous-
ing characteristics. In this process, each sample public
or subsidized housing unit was matched to two nonsub-
sidized units with similar housing unit characteristics.
The average market rent for two matching private
market units was assigned as the market rent for each
matching public or other subsidized rental unit. The
average market rent for two nonsubsidized units was
assigned rather than a rental amount from only one unit
in order to help stabilize the estimated market rents.

Once the assignment of a market rent had been made
to each public or subsidized rental housing unit on the
1979 and 1981 AHS sample files, tabulations of aver-
age market rents and average subsidized rents paid
were made. An examination of these data indicated that
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Table B-1. Annual Market Value Subsidies for the National School Lunch Program, by Cost Status

of Lunch: 1979-86
(Figures in 1986 dollars)

Cost status of lunch 1979 1980 1981 1982 1983 1984 1985 1986
Fullprice .......ccovviviannaianan, $78 $76 $ 64 $ 44 $ 44 $ 44 $43 $42
Reduced price................. .. 212 211 199 159 165 167 180 197
Free ......covviieeeeiiiniiiannns 262 255 240 235 239 238 248 264

the data for both years should be combined in order to
provide larger sample sizes and thus more stable esti-
mates for the market and subsidized rents.

The tabulation and combination of the market rent
and subsidized rent data for 1979 and 1981 were
followed by the calculation of average market values for
the rent subsidy. These averages were simply the dif-
ference between the average simulated market rents
and the average reported subsidized rents paid. Tables
B-2, B-3, and B-4 show the average market rents,
average subsidized rents, and average market value
subsidies used in the assignment of market values for
pub lic housing. The values in these tables are averages
derived by combining the 1979 and 1981 data. The
averages were replaced by rent-to-income ratios for
purposes of making the actual calculation.

Market value estimates for public housing described
here differ somewhat from those used in the original
Technical Paper 50 work because slightly different pro-
cedures were used. The original work covering 1979

used data from the 1979 AHS; however, valuation
techniques based on hedonic regression procedures
yielded lower estimates of market rent for the public
housing units and thus lower market values for the
noncash housing benefit.

The rent-to-income ratios used in the assignment of
the market value subsidy were held constant for all
years. This meant that the market value subsidy for
public housing was fixed as a function of income level
based on the combined 1979 and 1981 data. This
procedure yielded market value subsidies that changed
only slightly over the period.

Medicare and Medicaid. Procedures used to assign the
market value of Medicare and Medicaid coverage are
based on an insurance value concept. A major problem
in the assignment of market values is the identification
of a comparable good in the private market and estima-
tion of the cost of the comparable good. The compara-
ble private market, in the case of Medicare and Medic-

Table B-2. Mean Annual Market Rent for Public or Other Subsidized Housing Units, by Total Household Money Income

and Size of Family Unit

{Figures in dollars. Combined data from the 1979 and 1981 Annual Housing Survey)

Total household money income

Size of family unit Less $5,000 $7,500 $10,000 $12,500 $15,000 $17,500 $20,000
than to to to to to to or
$5,000 $7,499 $9,999 $12,499 $14,999 $17,499 $17,500 more
Householder, 65 and over: .
ONePerson .....covvvivvennannns, 2,675 3,211 3,697 2,884 3,841 2,388 2,344 2,648
TwOo persons or more . ............ 3,049 3,208 3,158 3,728 3,472 3,604 3,627 5,068
Householder under 65 years: . P R _ .
Married-couple family households: ’
TWO Persons........coovuveenns 2,894 3,203 3,583 3,432 3,995 4,009 3,822 3,924
Three persons. ...........co.uu. 3,316 3,268 3,539 3,612 3,723 4,364 4,355 4,570
Fourpersons................... 3,450 3,470 3,680 4,047 3,858 3,623 4,313 3,922
Fivepersons ................... 4,264 3,533 3,962 3,690 4,155 4,194 4,578 3,642
SiIX PErSONS . ....cverinennrenns 3,924 3,699 4,004 3,388 3,001 4,313 3,764 5,129
Seven persons or more. ......... 4,025 3,009 4,720 3,110 4,809 3,685 4,290 - 5,880
Other family households: '
TWO Persons. ......co.ceuveunns 3,185 3,500 3,297 3,831 3,831 4,424 4,418 4,284
Three persons.................. 3,305 3,478 4,190 3,882 3,628 3,726 3,534 4,068
. ___Four persons...... 3,386 3,450 3,691 4,319 4,627 4,192 6,994 = 4,498
“Five persons .. ... . - 3,325 3,481 3,327 3,9337 T 3,388 ° 4,908 4,481 '~ 4,020
SiX PEISONS . o cvveneeeerieannnn. 3,111 3,298 4,381 4,122 5,658 4,826 3,389 3,414
Seven persons or more.......... 3,341 3,712 4,980 3,994 5,278 5,748 4,294 2,646
Nonfamily households:
ONEePerson .......coovevevvennn 2,678 3,073 3,312 3,323 3,262 3,011 6,468 4,824
TWO PErSONS.....c.ovveveneennns 3,489 4,378 4,183 4,440 3,498 3,407 9,120 3,490
Three persons or more .......... 5,670 5,082 5,005 4,624 3,648 4,122 2,322 3,594
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Table B-3. Mean Annual Subsidized Rent for Public or Other Subsidized Housung Units, by Total Household Money income
and Size of Family Unit

(Figures in dollars. Combined data from the 1979 and 1981 Annual Housing Surveys)

Total household money income

Size of family unit " Less _ $5,000 $7,500 $10,000 $12,500 $15,000 $17,500 $20,000
than to to to to to to or
$5,000 $7,499. . $9,999 $12,499 $14,999 $17,499 $19,999 more

Householder 65 years and over:
ONEePerson ........oceveeuueennns 1,058 1,541 2,217 1,942 3,145 1,632 1,631 1,885
Two personsormore ............. 1,290 1,518 2,066 2,172 2,102 2,232 3,032 3,171

Householder under 65 years:
Married-couple family households:

TWO PErSONS. . vovevinnnnnnnns 1,454 1,990 2,249 2,428 2,285 3,013 2,953 3,092
Three persons. . ............u... 2,111 1,933 2,433 2,549 2,869 2,984 - 3,333 2,928
Four persons................... 1,794 1,849 2,256 © 2,481 2,451 2,976 3,607 2,799
Five persons ................... 1,945 1,859 2,081 2,243 2,469 2,642 3,358 2,538
SIXPersons .......ccoevuueenann 1,696 1,852 2,203 2,335 1,947 3,224 2,423 3,792
Seven persons or more.......... 1,492 1,652 1,959 1,976 3,691 2,242 2,493 3,553
Other family households:
TWO PEFSONS. . . o ovvennaannnnn 1,482 1,662 2,119 2,688 2,749 2,912 2,933 3,332
Three persons. . ................ 1,344 1,863 2,150 2,265 2,394 3,157 2,331 2,297
Four persons.........ccvveeve.. 1,434 1,976 2,055 3,141 3,703 2,289 2,493 1,845
Fivepersons ................... 1,352 1,903 1,869 2,832 1,728 2,400 2,756 3,494
SIXPersons . ..........covvunenn 1,387 1,494 1,541 1,908 3,324 2,665 1,691 2,375
Seven persons or more.......... 1,264 1,763 2,007 1,695 1,746 2,616 2,006 1,380
~Nonfamily households:
Oneperson .........cccevenunnn 1,232 1,618 2,237 2,286 2,620 2,219 5,784 3,142
TWO Persons.........cooeeuun.. 1,685 2,900 2,590 2,424 2,304 2,482 3,204 3,011
Three persons ormore .......... 2,820 1,464 1,794 2,239 2,808 3,480 708 2,640

Table B-4. Mean Annual Market Value of Housing Subsidies for Public or Other Subsidized Housing Units, by Total
‘Household Money Income and Size of Family Unit

{Figures in dollars. Combined data from the 1979 and 1981 Annual Housing Surveys)

Total household money income

Size of family unit . Less $5,000 $7,500 $10,000 $12,500 $15,000 $17,500 $20,000
than to to to to to to or

$5,000 $7,499 $9,999 $12,499 $14,999 $17,499 $19,999 more

Householder 65 years and over:
ONeperson .......cooevvennnennn. 1,617 1,670 1,380 942 696 756 713 ’ 763
Two persons or more ............. 1,760 1,690 1,092 1,556 1,370 1,371 595 1,897

Householder under 65 years:
Married-couple family households:

TWO Persons. . .......cccueenennn. 1,440 1,213 1,334 1,003 1,711 996 869 832
Three persons. . .......c........ 1,205 1,335 1,106 1,063 853 1,380 1,023 1,642
Fourpersons............cooou.n 1,656 1,621 1,424 1,667 1,406 647 707 1,123
Five persons ...........coceve.. 2,318 1,675 1,881 1,347 1,686 1,653 1,220 1,105
SiX Persons . ......covverneeeann 2,228 1,847 1,800 1,053 1,054 1 089 1,341 1,337
Seven persons or more.......... 2,632 1,357 2,761 1,134 1,117 1,444 1,796 2,327
Other family households:
TWO PErSONS. . . covvevriunennnnns 1,703 1,948 1,178 1,144 1,082 1,612 1,485 953
Three persons.................. 1,961 1,615 2,040 1,618 1,134 569 1,203 1,771
Fourpersons................... 1,952 1,474 1,635 1,177 824 1,903 4,501 2,653
Fivepersons ................... 1,972 1,678 1,452 1,101 1,660 2,508 1,706 526
SiX persons...........coeeeun.. 1,724 1,804 2,840 2,214 2,334 2,161 1,798 1,039
Seven persons ormore.......... 2,077 1,950 2,973 . 2,399 - 3,631 3,132 2,288 1,266
Nonfamily households: ‘
Oneperson.................... 1,446 1,455 1,074 1,037 642 792 684 1,683
TWO PErSONS. ... .vvevvrnennnann 1,903 1,478 1,593 2,016 1,194 925 5,916 . 479
Three persons or more .......... 2,850 3,618 3,211 2,385 840 642 1,614 954
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aid, would be non profit insurance companies charging
premium amounts that cover the cost of benefits and
overhead.

In the absence of a similar private market, the market
values of Medicare and Medicaid were determined using
program data covering the total amount of medical
vendor payments and numbers of persons covered or
enrolled in the program, including those covered but not
receiving medical care benefits from the program.

The market values for Medicare are shown in table
B-5 for 1985. At the time this report was prepared,
State data for 1986 were not available. The 1985 data

have been used after multiplying the estimate for each
State by a factor of 1.0546. The factor is based on data
for the nation and is equal to the ratio of the 1986
expenditure per enrollee to the 1985 figure. The values
in the table were obtained by dividing medical benefits
paid by the number of enrollees. All calculations of
market value were made separately by State and risk
class. As can be seen in the table, the Medicare risk
classes were the aged (persons over age 65) and the
disabled. Supplemental Medical Insurance (SMI) premi-
ums were assumed to be paid by all enrollees and were,
therefore, deducted in the market value calculation

Table B-5. Annual Market Values for Medicare, by State and Risk Class: 1985

Risk class

Stgte Age 65 Blind and
and over disabled
United States ........ouieiein i e $1,945 $2,237
Al AMIA. .\ ittt ettt e e e e e 1,612 1,959
Y T3 - R O 1,980 2,998
N7 Y T- 7 1,945 : 2,237
Arkansas .. 1,684 1,724
California . . oo e e e e e e e - 2,249 2,952
{001 a7 - T s Y0 O 1,758 2,255
Connecticut 1,820 2,415
[0 =T F Y - 1 - 1,854 . 2,151
District 0f Columbia. . ... ...t i i i ettt ittt ettt 2,338 3,915
[ Lo ¢ T T- YO 1,923 - 2,401
LTt £ 7 T 1,644 2,108
L F= 1T N 1,562 2.540
L F=1 3 o J N 1,424 1,670
1173 T T2 PN 2,063 2,899
¥ [ 3T P 1,511 2,072
703 Y- T 1,645 2,075
€31 T 1,694 . : 2,294
KBNMUCKY . ..ot i e 1,408 1,627
Lo U T - T - AP 1,843 2,078
1Y - 1 3T R 1,487 1,738
Y TV 3 T 1,868 2,620
Massachusetts ...........coiiviiiiieniiinnan., e, 2,094 2,553
L [T 31T 7- o Y AP 2,173 2,480
Y 11T Yo7 ¢ 1,347 1,889
M SIS I« - o v v v eee et ttese s cennns s e tennnnseeentnnereosaananeeeauntnannnens 1,626 1,854
LY LY=o T 1,868 2,249
1Y, 0T - 1 V- S 1,329 1,520
A= o 2T < T 1,380 1,896
ALY T - TP 1,982 2,449
New Hampshire .. ...oouiiiii i i ittt ittt i e e ittt i ii e aananas 1,512 1,977
New Jersey 1,948 2,709
New Mexico 1,542 1,899
CNEW YOTK. ¢ ottt e e e e e e e e e e e e - . .. 2,034 . 2,499 -
North Carolina 1,324 ' 1,764
North Dakota 1,720 2,431
10 2 1o T O 1,715 2,020
L0312 T o 1 OO 1,511 1,799
10 T T 3 TP 1,582 1,816
PennSYIVaNIa . . ... e e e e e 2,137 2,710
Rhode ISIand . . .....oi i i i e e e 2,030 2,265
SoUth Caroling .. ... oviuii i e e e et 1,475 1,953
Lo T (T 0 T 1o ) T 1,376 1,695
Tennessee 1,543 1,975
Texas .....covvvennn 1.811 . Lo 2,551
R V) - | Rt 1,157 1,559
Vermont 1,358 1,804
RV 1T T 1,305 . 1,707
A AT T 4T Ve 1 o o TP . 1,556 . 1,975
R A oL QT o 1 T T 1,679 1,603
Wisconsin ................ e e e e et e e e 1,671 1,923
R AT e Ty 3o 1,491 1,759
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Table B-6. Annual Market Values for Medicaid Excluding Expenditures for Institutionalized Persons, by State and Risk
: Class: 1986

Stat Age 65 Blind and Age 21-64, Age less than 21,
ate : “ and over disabled nondisabled nondisabled
United States ...........oiiiiiiiiiinaianarannnnnnns $1,324 $3,040 $976 $515
Alabama......... ..o 596 1,205 794 340
Y 1< T 3,361 . 5,116 1,474 774
Arizona........ e ettt i et e e, e 1,324 3,040 976 515
Arkansas .........iiiiiiii i, e, 1,010 1,811 930 583
California. ... ...ttt ittt e 692 2,560 946 : 424
Colorado ....oiuiiii e e e . 726 . 3,012 717 460
(00 3T T=Tox o ¥ ) PR 1,272 6,696 1,129 584
Delaware.......... S e it 851 - - 2,450 931 489
District of Columbia 1,211 . 2,780 687 352
Florida. .........ccovvviinen.... 948 1,928 ' 752 352
L 1= T T T 997 2,002 1,130 423
Hawaii .................. e e e e, 945 3,104 911 418
Idaho..........: e e e e, 497 2,163 959 - 501
NOIS . . v\ ettt e 951 4,220 934 468
INdi@na . ....oovvi i e e e 1,060 3,808 1,367 594
L P 752 1,924 871 448
S T T 480 2,660 660 379
Kentucky ‘5656 2,301 760 - 336
Louisiana ; 1,075 1,798 . . 1,095 . 4n
Maine ....... e aaaaaan .- 1,448 2,925 1,016 481
Maryland ....... e e e e 1,165 4,491 1,193 720
Massachusetts . ....... e e e e, 2,477 6,102 1,258 704
Michigan ............... e e et e, 907 3,351 1,059 ) 430
Minnesota ................ e e e, 1,463 4,494 1,071 480
Mississippi............. e e et i e e, 655 ° 1,003 734 307
Missouri............. PR e 846 1,747 676 427
T T ) 1 - T 982 3,400 1,105 512
Nebraska .......ccooiiiiiiiiii it s i 893 2,320 947 481
Nevada.........cooiiiiiiiiii i it c e i : 868 . 3,657 1,230 608
New Hampshire ..., 969 5,232 400 400
New Jersey.......cooeeevoun.ns e eeieareeneeeaaaa. 1,363 3,121 1,206 485
New MeXiCo . ...ovii ittt i e et e i nenn 852 2,126 1,254 - 619
New York .....oiiii i i e e 4,311 . -6,941 1,282 . 662
North Carolina 1,006 3,693 1,003 545
North Dakota 955 5,716 1,168 : 564
ORI ..o e e 892 2,574 973 622
Oklahoma . ... . it i e 848 1,974 803 " 553
(0= o RPN .. 947. 1,849 889 378
Pennsylvania 621 1,931 - 813 . 511
Rhode Island 2,198 2,764 811 399
South Carolina 701 1,441 551 283
South Dakota 790 3,555 . 1,022 583
TennNesSee . .....cuvvininneinnnannnnnnn 823 1,862 © 1,278 716
L3 T ... 993 1,829 1,072 413
L 3 835 2,277 1,026 448
Vermont...............covviunnn, P 910 3,145 876 . 414
Virginia. oo i e e, 1,267 2,253 925 381
Washington. . ... ..ottt iieanas 791 2,128 886 470
West Virginia ......oooiviiiii ittt 611 1,018 605 369
Wisconsin ............... eeeeereiteerie i 763 1,762 472. - . - 319
WY OMING . . oottt it et e 464 2,124 ' 824 456

process. These amounts of SMI premiums have not
been deducted from the values shown in table B-5. The
values shown in the table include institutional expendi-
tures. Such expenditures are estimated to be about 2

" percent of the total even though this percentage differed:

slightly from State to State. To estimate the market
values excluding institutional expenditures, the values in
the table were multiplied by a factor of .98. Unlike the
earlier study, no adjustment was made to the average
value to account for small amounts of program admin-
istrative costs. All of the data used in the estimation of

the market value of Medicare are available from the
Health Care Financing Administration (HCFA), Depart-
ment of Health and Human Services.

The market values for Medicaid are shown in table
B-6. Four risk classes were defined for estimating the
market value of Medicaid. These were aged, blind or
disabled, nondisabled dependent children under age 21,
and nondisabled adults aged 21 to 64. The calculations
for the child and adult risk classes were restricted to
expenditures and recipients in Aid to Families with
Dependent Children (AFDC) units. Calculations excluded
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the “other title XIX"” recipients and benefits as shown in
the annual HCFA tabulation.

The computation of market values for Medicaid was
not based on the “ever enrolled” population. Estimating
ever enrolled populations within risk class and State for
Medicaid is difficult. There are no administrative or
survey data available that can be used to develop
accurate ever enrolled figures and the figures on those
receiving benefits are weak for some States, often
requiring revision. An examination of estimates of mar-
ket value based on recipients of Medicaid benefits with
market value estimates based on the ever enrolled
. figures derived for the original Technical Paper 50 study
covering 1979 showed relatively small differences for
most States, but large differences for a few States.
These apparent problems were traced to major revisions
to the HCFA Medicaid data following completion of the
original valuation work. Considering.the relatively small
differences for most States, the problems in obtaining
an adequate ever enrolled estimate, and the major
revisions made to the 1979 Medicaid data, it was
decided to compute the market values for Medicaid
based on estimated recipient counts readily available
from HCFA. Use of this procedure may overstate the
value somewhat but provides a more consistent and
stable data base for the examination of the effect of
noncash benefits on changes in poverty levels during
the 1979 to 1986 period. Administrative costs were
also excluded in the calculation of Medicaid benefits.

RECIPIENT OR CASH EQUIVALENT VALUE

The recipient or cash equivalent concept attempts to
assign a value to the noncash benefit that would make
the recipient feel just as well off as the noncash benefit
itself. This concept reflects the value the recipient
places on the benefit. The recipient or cash equivalent
concept assures that the value assigned never exceeds
the market value and is, in most cases, less than the
market value.

Two procedures have been used by researchers to
estimate recipient. values. These are the utility func-
tion approach and the normal expenditures approach.

Both of these approaches have advantages and dis-

advantages. The major problem in either case, how-
ever, is a lack of data needed to estimate recipient
value accurately. A more detailed discussion of the
recipient value concept and problems of estimation is
contained in Technical Paper 50.

The normal expenditure approach was used to

‘estimate recipient values in this study. The first step_.. .

in this technique is to obtain expenditure data for
households purchasing the good or service in the
private market. In this valuation effort, the general
procedure was to tabulate an average annual house-
hold expenditure matrix defined by a- set of cross-

“these benefits.™ "

classifying variables. The next step was comparison
of the previously assigned market value of the non-
cash benefit to the average (normal) expenditure in
the appropriate cell of this matrix. The recipient value
assigned was equal to the average value in the matrix
unless this value is greater than the market value. In
this situation, the recipient value is constrained, mak-
ing it equal to the market value.

Food stamps. The recipient or cash equivalent values
for food stamps were based on data from the Consumer
Expenditure Survey (CES) diary sample. The CES is
conducted by the Bureau of the Census under the
sponsorship of the Bureau of Labor Statistics. Since this
survey has a relatively small sample size, it was neces-
sary to combine expenditure data for 1980, 1981, and
1982 in order to improve the stability of the normal
expenditure matrix. Table B-7 shows the figures used in
the assignment of recipient value for food stamps.

_ These figures include both food consumed at home and

away from home. In practice, the average subsidy
amounts were replaced by subsidy-to-income ratios in
order to compute recipient values. These ratios are
shown in table B-8 and were used in the estimation
process throughout the 1979-86 period.

Since food stamps may have ‘been received for a
specified number of months during the year, the calcu-
lation of recipient value should be based only on the
months during which the stamps were received. Data
collected in the March CPS on the number of months
received were used to account for these part-year
recipients. This was accomplished by transforming the
average annual normal food expenditures and market
value of food stamps to average monthly figures. In
these cases, if the average monthly normal expenditure
was less than the average monthly food stamp amount,
the annual recipient value was made equal to the aver-
age monthly normal expenditure multiplied by the num-
ber of months in which food stamps were received. If
the monthly normal expenditure was greater than the
market value, the annual recipient value equaled the
annual market value of food stamps.

~School lunches:—Estimating normal~expenditures for

school lunches is difficult since virtually all school chil-
dren eating lunches prepared at school are participating
in the program; i.e., there is no private market from
which to estimate normal expenditures. Given this prob-
lem and the relatively small size of the benefits, a
decision was made to assign recipient values to school
lunch benefits that were equal to the market value of

Public or other subsidized rental housing. Estimates of
recipient value for public housing tenants were based on
data from the 1979 and 1981 Annual Housing Survey
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Table B-7. Mean Annual Normal Expenditures for Food, by Total Household Money Income and Size of Family Unit

(Figures in dollars. Combined data from 1980, 1981, and 1982 Current Expenditure Survey Monthly Diaries)

Total household money income

Size of family unit’ Less $5,000 $7,500 $10,000 $12,500 $15,000 $17,500 $20,000
‘ than T to to to to to to or
1$5,000 $7,499 - $9,999 $12,499 $14,999 $17,499 $19,999 more
Householder 65 years and over: '
ONEPEerson ........covevunvennnnn 1,015 1,328 1,464 1,683 1,394 1,676 2,370 2,293
TWO persons ormore ............. 1,414 1,806 - 2,143 2,536 2,656 2,383 2,810 3,677 .

Householder under 65 years:
Married-couple family households: .
TWO PErSONS. . ...ovveinenennnnn 648 1,916 2,103 2,465 2,369 2,842 2,921 3,293

Threepersons.................. 344 2,683 2,308 2,395 2,612 3,036 2,912 3,716
Fourpersons................... 621 2,774 2,521 2,902 2,791 3,278 3,334 - 4,352
Five persons 931 2,159 3,119 3,091 3,299 2,778 4,319 4,864
SiXPersons ..........coevvunnnn - 1,000 2,188 2,517 3,582 3,710 4,226 4,058 5,303
Seven persons or more.......... 1,250 2,938 3,914 4,642 4,291 5,181 4,563 5,670
Other family households:
TWO PEersons.........coeueuveenn- 991 1,472 1,769 1,782 2,539 2,732 - 2,468 2,938
Three persons. ........... P 1,404 2,177 1,719 2,329 2,958 . 3,250 3,272 3,546
Fourpersons............... e 1,125 2,203 2,009 2,958 3.491 2,913 2,316 4,772
Fivepersons .............cc.... 931 2,159 3,119 3,091 3,299 2,778 4,319 = 4,864
SiXpersons...........cceeunnn. . 1,000 2,188 2,517 - 3,682 3,710 4,226 © 4,058 5,303
Seven persons ormore. ......... 1,250 2,938 3,914 4,642 4,291 -5,191 4,563 5,670
Nonfamily households: :
Oneperson.............ccvuunn 714 1,123 1,303 1,600 1,637 1,782 2,123 2,626
Two personsormore ........... .999 1,799 . 2,265 2,386 2,097 2,052 2,339 3,561

Table B-8. Annual Food Expenditure to Income Ratios, by Total Household Money Income and Size of Family Unit
(Combined data from 1980, 1 981, and 1982 Current Expenditure Survey Monthly Diaries)

Total household money income

Size of family unit Less $5,000 $7,5600  $10,000 $12,500 $15,000 $17,500 $20,000

* than to to to to to ' to or
$5,000 $7,499 $9,999 $12,499 . $14,999 $17,499 $19,999 more

Householder 65 years and over: '
Oneperson..........c..uu. e .286 221 170 .149 .102 .102 .128 .074
Two personsormore ............. .399 .284 .244 .228 .186 .148 .151 .103

Householder under 65 years:
Married-couple family households:

TWO PEISONS .« e\ eevvnenernnn... .480 .286 .237 222 A72 177 .156. .093"
Threepersons.................. .391 . 411 .274 ~.215 .190 .188 .155 .107
FOUr PEFSONS. .+ o eveeerennannnn. .409 419 .282 .256 .204 .202 179 123
Five persons . .................. i .378 .332 .365 .270 .241 172 .232 .138
SiX PersonS :.....ocvevervennnn. .400 .350 .274 .327 .270 .262 .216 .142
Seven persons ormore. ......... .500 .470 .435 417 312 . .315 .239 .160
Other family households: A
TWO PEISONS. . «voeeevannnnnn.. .342 .244 .203 .160 .184 .170 132 .098
Three persons.................. . .490 .344 .200 210 .213 .203 .176 .119
FOUr PErSONS. .....covvevnennnn. " .450 .374 .225 .263 .255 179 121 147
Five persons .......... e .378 - . .332 .365 .270 .241 172 .232 .138
SiX PEISONS .. ..ovvvierennnnnnn.s .400 .350 .274 .327 .270 .262 .216 142
Seven persons ormore.......... .500 .470 .435 417 312 .315 .239 .160
Nonfamily households: : : ' :
ONe Person ...........cvveuenn. .266 .183 .152 .144 .120 112 A15 .088
Two personsormore ........... .340 .280 .252 .209 .150 .126 129 .103
as were the estimates of market value. The first step in 1979 and 1981 were combined to increase the sample
the procedure was tabulation of average or normal size in order to stabilize the average rental amounts. The
annual rental expenditures in the private market place — normal expenditure estimates tabulated for the recipient

in this case, rental units in nonpublic housing. Data for value calculations are shown in table B-9.
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Table B-9. Mean Annual Normal Expenditures for Rental Units in Nonsubsidized Housing, by Total Household Money

Income and Size of Family Unit

(Figures in dollars. Combined data from 1§79 and 1981 Annual Housing Survey)

Total household money income

Size of family unit ) Less $5,000 $7.500 $10,000 $12,500 $15,000 $17,500 $20,000
than to to . to to to ' to or
. $56,000 $7,499 $9,999 $12,499 $14,999 $17,499 $19,999 more
Householder 65 years and over: . .
Oneperson .......cooveveveunnnns 2,092 2,702 3,002 3,073 - 3,583 4,023 3,439 3,915
" TwWO persons ormore ............. 2,396 2,805 3,223 3,546 3,356 3,690 3,798 4,674
Householder under 65 years:

Married-couple family households: : :
Two persons............ S 2,680 2,821 2,864 3,181 3,140 3,165 3,316 4,441
Three persons.................. 2,836 2,846 2,889 3,134 3,284 3,502 3,574 4,495
Four persons.............. e 3,115 3,042 3,247 3,207 3,422 3,387 3,647 4,789
Five persons ........... P 2,829 2,852 3,118 3,498 3,513 3,567 3,500 4,864
SiX Persons .......c.vviiiiinan 3,799 2,973 2,927 3,201 . 3,618 2,806 4,024 4,106
Seven persons or more.......... 3,307 2,094 2,965 3,405 3,511 3,870 4,161 4,701

Other family households: . ‘

TWO PEISONS . vt vevenyarrannns L 2,7 3,032 2,991 3,197 = 3,479 3,574 3,733 4,485
Three persons..........c.c.c.vveen 2,819 2,930 3,317 3,274 3,672 3,520 3,515 4,759
FOurpersons...........oovuuuns 2,971 3,027 3,324 3,680 3,209 . 3,873 3,514 4,678
Five persons .........oeevvennnn 2,773 3,414 3,616 3,214 3,065 3,803 4,046 4,163
SIXPersons .........coovvnnen e 2,614 3,346 3,358 3,042 3,566 2,498 3,468 4,188
Seven persons or more.......... 3,209 3,204 3,204 3,467 3,332 2,383 3,594 4,602

Nonfamily households: : . . .
ONeperson ........ocovvevennnns - 2,306 2,480 2632 2,858 - 3,012 3,205 3,352 4,204
TWO PersSONS. .....ovvvvererennn 2,934 3,082 3,264 3,436 3,449 3,595 3,451 . 4,635
Three persons or more .......... 3,061 3,238 3,870 3,902 4,703 3,975 4,623 6,203

i

The second step, calculation of recipient value for
public housing, is'somewhat more complicated than for
food stamps because the recipients pay a reduced price
rather than obtaining the goods at no cost. First, the
market rent established as part of the market value
procedures (table B-2) was compared to the appropriate
normal expenditures figure in table B-9. If the market
rent figure was ‘less than the normal expenditure, the
recipient value was assigned to be equal to the market
value of the benefit. If the market rent figure was greater
than the normal expenditure, the recipient value was
determined as the difference between the normal expen-
diture and the subsidized rental payment (table B-4). In
practice, the average figures shownin these tables were
replaced by expenditure to income ratios. These ratios

were: then used- in the- calculations for- each -of the 5 -

years.

Medical care benefits. The procedures used to estimate
recipient value of medical care benefits were based on
simple updates of the original 1979 techni ques. For the
purpose of estimating normal expenditures for medical

care, a nhonsubsidized population is,” for all practical

purposes, nonexistent. The aged population is almost
totally covered by the Medicare program and the popu-
lation under 65 years of age receives widespread cov-
erage from employer-provided group health insurance.

The estimates of normal expenditures for medical
care were made using data from the'1972-73 Consumer
Expenditure Survey (CES) in spite of the major problems
cited above. The normal expenditure tabulation used as
the basis for this study is shown in table B-10. The data
for the under-age-65 population were derived from CES
survey cases reporting partial employer-provided cover-
age. The expenditure data do not include the amount of
the employer’s contribution, and therefore, the normal
expenditures for this group are probably underestimat-
ed. The sample group used to derive the normal expen-
ditures for the 65-and-over population included persons
with Medicare coverage but excluded persons covered
by Medicaid and those covered by both Medicaid and
Medicare. Use of the Medicare population in estimates
of -normal —expenditures -is--undesirable and -probably
results in underestimates of recipient value as well.

The normal expenditure data in table B-10 were
tabulated from the 1972-73 CES. Adjustments were
then made to the 1972-73 average medical expendi-
tures and income classes to account for the increases in
consumer prices. The expenditure data were adjusted
by the change in the medical component within_the
overall Consumer Price Index (CPI). The income classes
were adjusted by the change in the overall CPl. These
same adjustments were made annually to update the
1979 figures in this table to the appropriate year be-
tween 1980 and 1986.
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The assignment of recipient values followed the same ~  mates of recipient value were made based on the
procedures as outlined for food stamps. Separate. esti- inclusion or exclusion of institutional care expenditures.

Table B-10. Normal Expenditure Values for Medical Care, by Age or Disability Status of tﬁe Houséholde; aﬁd‘ Size of A
Household ~ o . : :

(In 1979 dollars}

Householder age 65 years

old and over or disabled Householder under 65 years pld an.d-not disabled

Total household income

. 2 persons ) o 5 persons
1 person . or'more 1 person 2 persons -~ 3 persons - 4 persons . or more
Under $1,250 ......... [N - 3 637 . 99 - 209 307 © 380 410
$1,26010$2,499 .......... ... 0 dees 200 547 .. 146 219 . 373 . 402 : 430
$2,56001t0$3,749 ......... ..ol ‘385 . 578 . 178 . 290 390 © 396 421
$3,7501t0$4,999 ...l 443 608 209 31 . 263 . 364 393
$5,000t0 $6,249 ....... e 488 828 . 248 336 s 256 383 414
$6,2501t0$7,499 ......... ..l ) 646 770 306 520 © 443 460 497
'$7,500t0$8,749 ....... ..ol - 610 891 289 - 549 518 =419 : 575
$8,7501t0$9,999 ................ . 642 807 .. 315 576 572 . - 450 601
$10,000 to $11,24 " - 684 868 . 302 585 652 637 .. 675 -
$11,250 to $12,49 : ) 718 . - 862 - . 309 588 . . 65 . 662 721
$12,6001t0$13,74 ...... ...l ’ 738 - 1,060 - -299 - 606 ..., 662 588 712
$13,7501t0 $14,89...... SN 695 1,070 290 . " 601 661 ' ‘582 715

$15,000 0rmMOre ...c.vvveninieernnnens 753 1,202 375, 678 803 - 867 926
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Appendii'C. Source and Reliébiiity of the Estimates

SOURCE OF DATA

The estimates in this report are based on data ob-
tained in March 1980 through March 1987 from the
Current Population Survey (CPS) conducted by the
Bureau of the Census and from supplementary ques-
_ tions to the CPS. The monthly CPS deals mainly with
- labor. force data for the civilian noninstitutional popula-
-tion. Questions relating to labor force participation are
asked about each member in every sample household. In
addition, supplementary questions are asked every March
about money income, noncash benefits and work expe-
rience for the previous year. To obtain more reliable data
for the Hispanic population, the March CPS sample was
enlarged to include all households from the previous
November sample which contained at least one sample
person of Hispanic origin (approximately 3,000 in No-
vember 1986). For this report, the only persons in the
Armed Forces who are interviewed are those living with
other civilian adults.

Current Population Survey (CPS). The present  CPS
.sample was selected from the 1980 census files with
coverage in all 50 States and the District of Columbia.
The sample is continually updated to reflect new con-
struction. The current CPS sample is located in 729
areas comprising 1,973 counties, independent cities,
and minor civil divisions in the Nation. In this sample,
approximately 60,500 occupied households were eligi-
ble for interview.! Of this number, about 2,500 occu-
pied units were visited but interviews ‘were not obtained
because the occupants were not found at home after
repeated calls or were unavailable for some other rea-
son.

Other sourcés of data. Much of the data on cash and _

noncash benefits were obtained from administrative
records. Values of school lunches and food stamps are
from unpublished data from the Department of Agricul-

ture. Data on Medicaid and Medicare were obtained.
from unpublished data from the Health Care Financing

Administration (HCFA) of the Department of Health and
Human Services. Data on Veterans’ pensions are from
Veteran’'s Administration unpublished records. SSI and
AFDC amounts are from administrative records pub-

"Numbers reflect the initial size of the CPS sample'and do not
include expansions for Hispanic households.

~

lished in the Social Security Bulletin. Recipient value for
food expenditures were estimated using data from the
1972-73 Consumer Expenditure Survey, and value of
public housing was estimated using a statistical match-
ing procedure with the 1979 and 1981 Annual Housing
Survey. Refer to appendix B, and reports from these
surveys, .for more information.

CPS estimation procedure The estlmatlon procedure
used in this survey involves the inflation of the weighted
sample :results to independent estimates of the total

- civilian noninstitutional population of the United States
by age, race, sex and Hispanic origin. These indepen-
dent estimates are based on statistics from the decen- .

nial censuses of populatlon statistics on b|rths deaths,
immigration and emigration; and statistics on the strength
of the Armed Forces. The estimation procedure for the
data from the March supplement involved a further
adjustment so that husband and wife of a household
received the same weight. :

Deséription of the Current Popﬂulafion Survey

. Housing units eligible
Number

- of sample
areas Interviewed

Interview period Not inter-

viewed

1986-present.................. 729 57,000 2,500
1985. .. ... i 629/729 57,000 2,500
1982-1984 ................... 629 59,000 2,500
1980-1981 .......... e 629

65,500 3,000

RELIABILITY OF THE ESTIMATES

Since the CPS estimates were based on a sample,
they may differ somewhat from the figures that would
have been obtained'if a complete census had been taken
using the same questionnaires, instructions, and enu-

merators. There are two types of errors possible in an )

estimate based-on a sample survey: sampling and.non-
sampling.. The accuracy of a survey result depends on
both types of errors, but the full extent of the nonsamp-
ling error is unknown. Consequently, particular care
should be exercised in the interpretation of figures based
on a relatively small number of cases or on small
differences between estimates. The standard errors
provided for the CPS estimates primarily indicate the
magnitude of the sampling error. They also partially

measure the. effect of some nonsampling errors in re-
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sponses and enumeration; but do not measure any
systematic biases in the data. (Bias is the difference,
averaged over all possible samples, between the esti-
-mate and the desired value.)

Nonsampling variability. Nonsampling error is pfesent in
both the CPS and other data solurcés mentioned in this

report. . The mteractlon of nonsampling errors when -
combining data from -many surveys may result in an

additional component of error. The total extent of these
additional errors is unknown. Particular caution should
be used in drawing conclusnons based on small differ-
ences.

Nonsampling errors can be attnbuted to many sourc-
es, e.g., inability to obtain information about all cases in
the sample, definitional difficulties, differences in the
interpretation of questions, inability or unwillingness on

‘the part of respondents to provide correct information,

inability to recall information, errors made in collectlon
such as in recordmg or coding the data, errors made in

processing the data, errors made in estimating values :

for missing data, and failure to represent all‘units_'\)vith
the sample {undercoverage). ‘ o

Undercoverage in the CPS results from missed hous-

ing units and missed persons within sample households.

Overall. undercoverage as compared to the level of the

1980 decennial census is about 7 percent. It is known
that CPS undercoverage varies with age, sex, and’race.
Generally, undercoverage is larger for.males than for
females and larger for Blacks and other races combined
than for Whites. Ratio estimation to inde‘pendentv age-
sex-race Hispanic population controls, as described pre-
viously, partially corrects for the bias due to survey
undercoverage. However, biases exist in the estimates
to the extent that missed persons in missed households
or-missed persons in interviewed households have dif-
ferent characteristics from those of intérviewed persons
in the same age-sex-race Hispanic group. Further, the

independent population controls used have not been

adjusted for undercoverage in the 1980 census.

For additional information on nonsampling error in-
cluding the pos sible impact on CPS data when known,
refer to Statistical Policy Working Paper 3, An Error

e - .......Profile:.Employment as Measured.by.the_Current.Popu-._......

lation Survey, Office of Federal Statistical Policy and
‘Standards, U.S. Department of- Commerce, 1978 and
Technical Paper 40, The Current Population Survey:
Design and Methodology, Bureau of the Census, U.S.
Department of Commerce.

Sampling variability. The standard errors given in the

-——=following=tables=are=primarily-measures=of-=sampling-—

variability, that is, of the variations, that occurred by
chance because a sample rather than the entire popula-
‘tion was surveyed. The sample estimate and its stand-
ard error enable one to construct confidence intervals,
‘ranges that would include the average results of all

:

possible samples with a known probability. For exam-’
ple, if all possible samples were selected, each of these
being surveyed under essentially the same general con-
ditions and using the same sample design, and if an esti

" mate and its standard error were calculated from each

sample, then:

1_. Approximately 95 percent of the intervals from
two standard errors below the estimate to two
standard errors above the estimate would include

- the average result of all possible samples. -

2. Approximately 90 percent of the intervals from.
1.6 standard errors below the estimate to 1.6
standard errors above the estimate would mclude
the average result of all possible samples.

‘The average és‘timate derived from all possible sam- -

"ples may or may’ not be contalned in any particular

computed interval. However, for. a particular. sample,.
one can say with specified confidence that the average -
estimate derived from all pos5|ble samples is |ncIuded in
the confidence interval.

Standard errors may also be used to perform hypoth-
esis testing, a procedure for dlstlngmshlng between
population parameters using sample estimates. The:
most common type of hypothesis appearing in this
report is that the population parameters are different. An _
example of this would be comparing the poverty rate for
Whites versus the poverty rate for Blacks. Tests may be
performed at various levels of significance, where a level
of significance is the.probability of concluding that the
characteristics are different when, in fact, they are
identical. :

To perform the most common test, let x and y be
sample estimates for two characterlstlcs of interest. Let
the standard error on the difference x-y be sgy. If the
ratio R = (x-y)/sp is between -2 and + 2, no conclu-
sion about the difference between the characteristics is
justified at the 0.05 level of significance. If, however,
this ratio is smaller than -2 or larger than +2, the.
observed difference is significant at the 0.05 level. In
this event, it is commonly accepted practice to say that
the characteristics are different. Of course, sometimes
this conclusion will be wrong. When the characteristics

.are,-in_fact,-the.same,-there_is a 5.percent-chance.-of
. concluding that they are different.

All statements of comparison in the text have passed
a hypothesis test at the 0.10 level of sngmflcance or
better, and most have passed a hypothesis test at the -
0.05 level of significance or better. This means that, for

.most differences cited in the text, the estimated differ-

ence between characteristics is greater than twice the

--standard -error-of--the difference.--For- the -other-differ--

ences mentioned, the estimated difference between
characteristics is between 1.6 and 2.0 times the stand-

" ard error of the difference. When this is the case, the

statement of comparison is quallfled e.g., by the use of
the phrase “some evidence.”
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Comparability of data. Data obtained from the CPS and
other governmental sources are not entirely compara-
ble. This is due in large part to differences in interviewer

training and experience and in differing survey process- .

es. This is an additional component of error not reflected
in the standard error tables. Therefore, caution should
be used in comparing results between these different
sources. - '

Note when using.small estimates. Summary measures
(such as means, medians, and percent distributions) are
shown only when the base is 75,000 or greater. Be-
cause of the large standard errors involved, there is little
chance that summary measures would reveal useful
information when computed on a smaller base. Esti-
mated numbers are shown, however, even though the
relative standard errors of these numbers are larger than
those for corresponding percentages. These smaller
estimates are provided primarily- to permit such combi-
nations of the categories as serve each data user’s
needs. Also, care must be taken in the interpretation of
small differences. For instance, even a small amount of
nonsampling error can cause a borderline difference to
appear significant or not, thus distorting a seemingly
valid hypothesis test.

Standard error tables and their use. In order to derive
standard errors that would be applicable to a larger
number of estimates and could be prepared at a moder-
ate cost, a number of approximations were required.
Therefore, instead of providing an individual standard
error for each estimate, generalized sets of standard
errors are provided for various types of characteristics.
As a result, the sets of standard errors provided give an
indication of the order of magnitude of the standard
error of an estimate rather than the precise standard
error,

The figures presented in tables C-1 through C-4 are
approximations to the standard errors of various esti-
mates for households and persons. To obtain the ap-
proximate standard error for a specific characteris tic the
appropriate standard error in tables C-1 through C-4
must be multiplied by the factor for that characteristic
given in tables C-5 and C-6. These factors must be
applied to the generalized standard errors in order to
adjust for the combined effect of the sample design and
the estimating procedure on the value of the characteris
tic. Standard errors for intermediate values not shown in
the generalized tables of standard errors may be approx-
imated by linear interpolation.

Two parameters (denoted “a” and “b”) are used to
calculate standard errors for each type of characteristic;
they are presented in tables C-5 and C-6. These param-
eters were used to calculate the standard errors in tables
C-1 through C-4 and to calculate the factors in tables

C-5 and C-6. They also may be used directly to calculate

the standard errors for estimated numbers and percent-
ages. Methods for computation are given in the follow-
ing sections. .
Standard errors of estimated numbers. The approxi-
mate standard error, s,, of an estimated number shown
in this report can be obtained in two ways. It may be
obtained by use of the formula

s, = fs (nm

where f is the appropriate factor from table C-5 or C-6
and s is the standard error on the estimate obtained by
interpolation from table C-1 or C-2. Alternatively, the
standard error may be approximated by formula (2) from
which the standard errors in tables C-1 and C-2 were
calculated. Use of this formula will provide more accu-

rate results than the use of formula (1) above.

s, =Jax? + bx . (2)

Here x is the size of the estimate and a and b are the
parameters in table C-5 or C-6 associated with the
particular characteristic. When calculating standard er-
rors for numbers from cross-tabulations involving differ-
ent characteristics, use the ”f” factor or set of param-
eters which will give the largest standard error.

Hlustration of the computation of the standard error of
an estimated number. Table B shows that there were

- 32,370,000 persons below the poverty level in 1986.

From table C-5 the appropriate parameters are a =
-0.000041 and b = 9,628. Using formula (2), the
approximate standard error on an estimate of 32,370,000
is ‘

s, = ¥(-0.000041) (32,370,000)Z + (9,628) (32,370,000) = 518,000

Using the 518,000 estimate of standard error, the
90-percent confi dence interval as shown_by the data is

Table C-1. Standard Errors of Estimated Numbers of House-
holds Below the Poverty Level: 1979-86

{Numbers in thousands)

Size of estimate Standar? . . Standar(:
error Size of estimate error
75 12 5000........... 112
100............... ’ 14 . 7500........... 142
250... ..., 23 10,000.......... 170
500.......cc..ut. 32 15,000......... . 223
1,000............. 46 25,000.......... 323
2000............. 67 50,000.......... 560
3000............. 83 100,000 ........ 1,023

'These values must be multiplied by the appropriate factor in tables
C-5 and C-6 to obtain the standard error for a specific characteristic.

NOTE: The parameters used to calculate this standard error table
were a = +0.000084 and b = 2,067.
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Table C-2. Standard Errors of Estimated Numbers of
Persons Below the Poverty Level:
1979-86

{Numbers in thousands)

Size of estimate Standar:i . . Standarq .
: error Size of estimate error
27 7500........... 264
31 ° 10,000.......... 304
49 15,000.......... 368
69 25,000.......... 464
98 50,000.......... 616
138 100,000 ........ 744
169 125,000 ........ 750
217 160,000 ........ 701

These values must be multiplied by the appropriate factor in
tables C-5 and C-6 to obtain the standard error for a specific
characteristic.

NOTE: The parameters used to calculate this standard error table
were a = -0.000041 and b = 9,628.

from 31,541,200 to 33,198,800. Therefore, a conclu-
sion that the average estimate derived from all possible
samples lies within a range computed in this way would
be correct for roughly 90 percent of all possible sam-
ples. Similarly, we could conclude with 95-percent
confidence that the number of persons below the pov-
erty level in 1986 lies within the interval from 31,334,000
to 33,406,000 (using twice the standard error). Alter-
nately, by interpolation in table C-2, the standard error
on 32,370,000 using a factor of 1.0 (table C-5) and
rounding to the nearest thousand is 509,000 (1.0 x
509,000).

Standard errors of estimated percentages. The reliabil-
ity of an estimated percentage, computed using sample
data for both numerator and denominator, depends
upon both the size of the percentage and the size of the
total upon which this percentage is based. Estimated
percentages are relatively more reliable than the corre-
sponding estimates of the numerators of the percent-
ages, particularly if the percentages are 50 percent or
more. When the numerator and -denominator of the
percentage are in different categories, use the factors or
parameters from table C-5 or C-6 indicated by the
numerator. The approximate standard error, s, ,, of an

~ estimated percentage can be obtained by use of the

formula
Soop = T5 (3)

In this formula, f is the appropriate factor from table C-5
or C-6 and s is the standard error on the estimate from
table C-3 or C-4. Alternatively, it may be approximated
by the following formula from which the standard errors
_in_tables C-3 and C-4 were calculated. Use of this.

formula will give more accurate results than use of
formula (3) above.

S = V(b/x) .p (100 - p) (4)

Here x is the size of the subclass of persons or house-
holds which is the base of the percentage, p is the
percentage (0 p 100), and b is the parameter in table
C-5 or C-6 associated with the particular characteristic
in the numerator of the percentage.

filustration of the computation of the standard error of a
percentage. Table 1 shows that in 1986, 8,983,000,
or 31.1 percent, of all Black persons (total 28,871,000)
were below the poverty level. From table C-5, the
appropriate b parameter is 9,628. Using formula (4), the
approximate standard error on 31.1 percent is.

Secpr =V(9628/28,871,000) 31.1 (100.0-31.1) = 0.8

Therefore, the 90-percent confidence interval of the
percentage of Blacks below the poverty level is from
29.8 to 32.4, and the 95-percent confidence interval is
from 29.5 to 32.7. '

Alternately, by interpolation in table C-4, the standard
error on 31.1 percent using a factor of 1.0is 0.8 percent
(1.0 x 0.8).

Standard error of a difference. For a difference between
two sample estimates, the standard error is approxi-

.mately equal to

I 2 )
Spy) =VSx- + 8, - 25,8, (5)

where s, and s, are the standard errors of the estimates
x and vy, respectively and r represents the correlation
between the two estimates for adjacent years.(See
table C-7). The estimates can be of numbers, percents,
ratios, etc. If the years being compared are not adjacent,
then r is assumed to be equal to zero.

lilustration of the computation of the standard error of a
difference. Table B shows that there were 32,370,000
persons ‘below the poverty level in 1986 and in 1985
there were 33,064,000. The apparent difference is
694,000. Using formula (2), and a = -0.000041 and b

= 9,628 from table C-5 and the correlatlon coefficient
from table C-7, r = 0.45, the standard error2 on the
estimated difference is approximately

Sy = WI518,000)7+(523,000)°-2{0.45){518,0001(523,000) = 546,000

Therefore, the 90-percent confidence interval around

. the.694,000 difference is.from-179,60010 1,567,600,

2 .
V(-0.000041) (32,370,000)% + (9,628) (32,370,000) = 518,000;

[I-0.000041 (33,064,000)% + (9,628)(33,064,000) = 523,000.
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Table C-3. Standard Errors of Estimated Percentages of Households Below the Poverty Level: 1979-86

Estimated percentage'

Base of estimated percentage (thousands)

50r 85 10 or 90 250r 75 50
2.32 3.62 4.98 7.19 8.30
2.01 3.13 4.31 6.23 7.19
1.27 1.98 2.73 3.94 4.55
0.90 1.40 1.93 2.78 3.22
0.64 0.99 B 1.36 1.97 2.27
0.45 0.70 0.96 1.39 1.61
0.37 0.57 0.79 1.14 1.31
0.29 0.44 0.61 0.88 1.02
0.23 0.36 0.50 0.72 0.83
0.20 0.31 ‘ , 0.43 0.62 0.72
0.16 0.26 0.35 0.51 0.59
0.13 0.20 0.27 0.39 0.46
0.09 0.14 0.19 -0.28 0.32
0.06 0.10 0.14 0.20 0.23

'These values must be multiplied by the appropriate factor in tables C-5 and C-6 to obtain the standard error for a specific characteristic.

NOTE: The parameter used to calculate this standard error table was b = 2,067.

i.e., 694,000 q (546,000 x 1.6). Since the 90-percent
confidence interval includes zero, we can conclude that
there was no statistically significant difference in per-
sons below the poverty level between 1985 and 1986.

Standard error of a ratio. Certain mean values for
persons in families or households shown in tables of this
report were calculated as the ratio of two numbers. For
example, the mean number of persons per family or
household is calculated as

X _ total number of persons in families or households
total number of families or households

<

Standard errors for these ratios may be approximated as
shown below. There are two cases to consider. In either
case, the denominator y represents a count of families

or households of a certain class, and the numerator x
represents a count of persons with the characteris tic
under consideration who are members of these families
or house holds.

Case 1: There is at least one person having the
characteristic in every family or household of thé
class: as an example, the mean number. of per-_
sons per family or the mean number of per sons
per family with a male householder. -For ratios of
this kind, the standard errors are approximated by
the following formula: ‘

say=V () T8 +(3) - 23 S e

The standard error of the estimated number of
households, s,. and the standard error of the esti-
mated number of persons with the characteristic

Table C-4. Standard Errors of Estimated Percentages of Persons Below the Poverty Le\igl: 1979-86

Estimated percentage’

Base of estimated percentage (thousands)

20r98 5 or 95 10 or 90 25 or 75 50
5.02 7.81 10.75 15.52 17.92
4.34 6.76 . 9.31 13.44 15.52
2.75 4.28 5.89 8.50 - 9.81
1.94 3.02 4.16 6.01 6.94
1.37 2.14 2.94 4.25 - 4.91
0.97 1.51 2.08 3.00 3.47
0.79 1.24: 1.70 - 2.45 2.83
0.61 0.96 1.32 1.90 2.19
0.50 0.78 1.08 1.55 1.79
0.43 . 0.68 0.93 1.34 1.55
0.36 0.55 0.76 1.10 1.27
0.28 0.43 0.59 0.85 0.98
0.19 0.30 0.42 0.60 0.69
0.14 0.21 0.29 0.43 0.49
0.12 0.19 ©0.26 0.38 0.44
0.11 0.17 0.23 0.34 0.39

1These values must be multiplied by the appropriate factor in tables C-5 and C-6 to obtain the standard error for a specific characteristic.

NOTE: The parameter used to calculate this standard error table was b = 9,628.
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'
in those households, s,, may be obtained from
formula (1). Alternatively, formula (2) and repre-
sents the correlation coefficient between the nu-
merator and the denominator of the estimate. In
the above example, and for other ratios of this
kind, use 0.7 as an estimate of r.

Case 2: The number of persons having the charac-.

teristic in a given household may be 0, 1, 2, 3, or
more; for example, the mean number of persons
under 18 years of age per household. For ratios of
this kind the standard error is approximated by
formula (6), but r is assumed to be zero. If r is ac-

- tually positive (negative), then this procedure will

provide an overestimate (underestlmate) of the
standard error of the ratio.

_Qaée 3: The _numerafor and denominator are differ-

ent definitions of poverty. See the sections below
on poverty estimates for more detail.

" Comparisons of alternate poverty estimates for the

same population. As discussed in this report, several
estimates of poverty may be obtained for any given

- population by using different income concepts and val-

uation. techniques in ‘determining poverty status. The
most meaningful comparisons between two measures
of poverty are those in which either the income concept
or the valuation technique is fixed, e.g., a comparison
between a poverty estimate determined by income and

the

market value of food and housing benefits and a

poverty estlmate determined by income and the market

value of food, housing and medical benefits. All com-
parisons presented in this sectlon make thlS assump-
tion.

Standard errors - for within-year differences between
poverty estimates. In a given year the standard error for

the

percentages) is given by the formula n

difference of two poverty estimates (numbers or

v

S(x'y) = Sd (7)

___whered =_|x-y} , the absolute difference between the

two estimates x and y, and sy is computed by using
formula (1) or (2) using d as the size of the estimate, or
by using formula (3) or (4) using d as the estimated
percentage.

Standard errors for difference of yéariy change between

poverty estimates.
=ee====between-two-poverty-estimates;-(ezg=-change-in~pov-- -

In comparing year-to-year changes

érty from 1985 to 1986 using cash income alone in
determining poverty versus the change in poverty using
income and food and housing benefits in determining
poverty) the standard error of a difference of differences
is needed.

If x,, X5 {y,, Y5} are the x(y) estimates in years 1 and 2,

and d = (xq - x) - ly, -'y,) then
Sqg = Sg1° + Sgp° - 2rS41S42 (8)
where for i=1 and 2, d; = | x; - yil is the absolute

difference for the estimates in year i. The variance of d;,
sqi2, is obtained using formula (7) and r is obtained from

table C-7.

Standard error of the ratio of an alternative poverty
estimate to the official poverty estimate. When com-
puting the ratio of the number of persons in poverty
using an alternative poverty definition divided by the
number of persons in poverty using the official poverty
definition (only income included) the standard error of

the ratio can be approximated by the formula

soy=V () [(27+(3)']

9)

where s, and s, are the estimates of the standard errors
of the estlmates x and y as determined by formula (1) or

(2).

Hlustration of the computation of a standard error when
comparing alternate dedfinitions of poverty. Table B
shows .that the number of persons below the poverty
level as determined by two definitions of poverty are as

follows:

Decrease
Method 1986 1985 1985-1986

1. Official defini-
tion.......... 32,370,000| 33,064,000 694,000

2. Market valua-

tion including
food/housing { 28,988,000| 29,489,000 501,000

The data show that the apparent difference in the
decrease in pov erty between the two methods from

1985 to 1986 is 193,000.

Using formula (8) we'have =~
d, = 3,675,000 3 sq1 = 184,0004
d, = 3,382,000° Sq2 = 179,000%

and r = 0.45 so that the standard error associated with

193,000 is

V(184,000)% + (179,000)? - 2(0.45)(184,000){179,000) = 190,000

d1 = 33,064,000 - 29,489,000; d2= 32,370,000 - 28,988,000.

‘sd; =[-0.000041) (3,575,000)% + (9,628) (3,575,000);

sq2 = ¥(-0.000041) (3,382,000)7 + (9,628) (3,382,000).
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Table C-5. "a” and “b” Parameters and " f” factors for Calculating Approximéte Standard Errors of Estimated
Numbers and Percentages of Households and Persons: 1979-86

Type of characteristic ’ a b : f factor
HOUSEHOLDS }
Total Or WHItE . ..o oottt -0.000010 : 1,778 '0.93
Black and/or Other rates . . ....ooevvtiriereinneeeiieenrannne. -0.000066 1,606 10.88
HISPaniC OFGiN. .. oottt et e e -0.000137 1,606 '0.88
Metropolitan and central City . ........cooiie i iiin i iiiiianeann, , -0.000010 ) 1,778 _ 10.93
Southregion ................. e e -0.000010 1,831 10.94
Other regions. .. .....iiuiit i ettt et -0.000010 1,778 : 10.93
Below poverty level:
Total or White; Black.and/orotherraces ...............covueunn. +0.000084 2,067 . 1.00
Hispanic origin. . ........ it i e i e +0.000084 2,067 1.00
Type of household, age of householder, size of household, work
experience of householder, and tenure....................... +0.000084 2,067 1.00
Type of residence:
Metropolitan. . ... ..o e e e +0.000084 2,067 1.00
Nonmetropolitan...........cooiiuiieiiiiieiiiie ... +0.000126 3,101 1.22

Region (1979-81):

+0.000078 1,932 . 0.97°
+0.000079 1,951 0.97
+0.000083 2,045 0.99
+0.000071 1,745 0.92
+0.000075 1,857 , 0.95
+0.000078 1,914 0.96
+0.000074 1,838 0.94
+0.000064 1,576 0.87
: +0.000063 1,550 0.87
Midwest . ... .o i e e e e +0.000077 1,902 0.96
SOoUth ..o e e +0.000087 2,129 1.01
LT S +0.000090 2,212 ' 1.03
PERSONS
Total or White . ..ot i et -0.000011- 2,077 0.46
Black and/or other races .. ........venieie i aaann. -0.000092 2,374 0.50
Hispanic origin. . ... ..ot e e -0.000189 2,374 0.50
Metropolitan and central city......... P e -0.000011 2,077 0.46
Southregion ...............ovunn... e -0.000011 . 2,129 0.47
Otherregions................... T -0.000011 i 2,077 0.46
Below poverty level: ) .
Total or White 2. .. ... . ettt e -0.000041 9,628 1.00
Black and/or otherraces 2 .......... P -0.000270 9,628 1.00
HISPanic ofiginZ. . . ...\ttt ettt -0.000534 _ 9,628 1.00
Relationship to and age of family householder..................... -0.000041 . ‘9,628 1.00
Region (1979-81): ' . ‘ .
-0.000032 ’ . 8,184 0.92
-0.000032 8,264 0.93
-0.000034 8,661 0.90
-0.000029 . 7,390 0.88
-0.000031 7,867 0.90
-0.000032 + 8,105 0.92
-0.000030 7.787 0.90
-0.000026 6,675 0.83
NOFREASE ...ttt eee ittt ettt ettt e e -0.000031 7,221 0.87
Midwest. ... ... e e -0.000038 8,858 0.96
SOUth L. e -0.000042 9,917 1.01
St L e e . -0.000044 10,302 1.03

'These factors are to be applied to table C-3 only. For estimated numbers use formula (2).

2For nonmetropolitan residence categories multiply the “a” and “b” parameters by 1.5 and the factor by 1.22.

o
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Table C-6. Parameters for Estimated Numbers and Percentages of Persons in Poverty by Age, Sex, Race and Spanish

Origin: 1979-86

Type of characteristic a b f factor
Below poverty level:
Total and White:
Persons 15 and over . ... ..ottt -0.000052 9,628 1.00
Male 15 @nd OVl . ..ottt iieiier e cananae e enanenes -0.000110 9,628 1.00
Female 15 and over -0.000100 9,628 1.00
Under 15years.............. -0.000128 6,663 0.83
I3 (o T2 -0.000087 - 3,319 . 0.59
b 230 o TR Z: S -0.000080 3,319 0.59
230 e 7 S -0.000103 3,319 0.59
- 38 e T -7 SR -0.000074 3,319 0.59
B5and over. ... ... .. s -0.000121 3,319 0.59
Black and/or other races:
Persons 16 and over' .......oiviireiiee i e -O.gOOg;S 9,628 1.08
Male 15 and OVer . . o ittt e iiaie e er e -0.000825 9,628 1.0
Fermale 15 and OVer. .. ...vueiiiintieireeennavnancnreenns . -0.000688 9,628 1.00
Under 15 ¥ears. .....c.oovvieinit it iiinise e -0.000671 6,663 0.83
15 to 24 . -0.000507 3,319 0.59
25 to 34 -0.000521 3,319 0.59
35to 44 -0.000751 ' 3,319 0.569
45 to 64 -0.000593 3,319 . 0.59
65 and over -0.001213 3,319 0.59
Hispanic origin: .
Persons 15 and OVer! .. ..t uuiiire et i enaeanen -0.000768 9,628 1.
Male 15 and OVEr . ..o vttt ittt it tiieciearnnacaeaanesannas -0.001552 - 9,628 1.
Female 15 and OVl . .o vvv ittt it i iteies e raanenansanns -0.001519 9,628 1.
CoUNder 15 Y ars...oov vt i e e e e -0.000870 6,663 0.
B 130 (< T S -0.000612 3,319 0.
2D 10 3. et -0.000397 3,319 0.
< T (o T -0.000727 3,319 0.
3R (o 7- S -0.000466 3,319 0.
B5 AN0 OVEI . ..ottt tettnt e iiaeiaennsreateeanaatersanens -0.001298 3,319 0.

NANNNOOOO
OWOOOWOOO

TUse these parameters for work experience and employment status data for persons.

A 90-percent confidence interval around 193,000 is
from -111,000 to 497,000. Thus, since this interval
includes zero we cannot conclude that more persons
have been dropped from poverty status between 1985
and 1986 by using method 2 than by using method 1.
These data show no evidence of difference between the
two numbers.

Standard error of an estimated mean. The standard
error of a mean can be approximated by formula (10).
Because of approximations used in developing formula
(10), an estimate of the standard error of the mean
obtained from that formula will generally underestimate

the true standard error. The formula used to estimate

the standard error of a mean is

s, = Jibly) S2 ' (10)

where y is the size of the base and b is the parameter
appropriate to the characteristic, as shown in table C-5
or C-6. The variance, S?, is given by formula (11):

PR - e e e

2

§? = X pj x? - X

i=1
where X is the mean of the distribution, defined by
. .

)‘(=_Z Pj X; (11)

c is the number of groups; i indicates a spe-
cific group, thus taking on values 1 through c;

p; isthe estimated proportion of households, fam-
ilies or persons whose values for the characteristic
being considered (x-values), fall in group i; and

X =24 +2Z)/2 where Z,., and Z; are the lower
and upper interval boundaries, respectively, for
group i.

The value X, is assumed to be the most representative
value for the characteristic for households, families or

. persons in.group i. Group.c.is open-ended, i.e., no upper

interval boundary exists. For this group the approximate
average value is X, = (3/2) Z_,.

When two or more distributions are combined, the mean
of the combined distribution is :

X = (1Y) 5%,
Al

where X; is the mean of the it distribution, y; is the base
of the j'” distribution, and y = S y;. This mean must be
computed by the user.
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Table C-7. Year-to-Year Correlation Coefficients for Poverty Estimates of Households and Persons: 1979-86

1979 to 1984, 1986 1985
Characteristic
Households Persons Households Persons
LI 1 e 0.35 0.45 0.32 0.40
White it i e e e e e, 0.30 0.35 0.27 0.32
Black and/or other races 0.35 0.45 0.32 0.40
Hispanicorigin ...... ... ..o i it 0.55 0.65 0.50 0.58

NOTE: For estimates two or more years apart assume the correlation to be zero.
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Appendix D. Program Descriptions and Data’CoIlection

This appendix contains brief descriptions of each
public in-kind transfer program covered in the March
CPS, a description of the questions used to collect the

data, and an evaluation of the data quality. The descrip-

tion of each program begins with a statement of pro-
gram objectives and is followed by general comments
regarding program .characteristics, eligibility, and so
forth. Next is a review of the survey questions -and the
limitations associated with the questlon wordlng and
design.

FOOD STAMPS

The Food Stamp Act of 1977 defines this Federally

funded program as one intended to “ permit low-income
households to obtain a more nutritious diet.” (From title
Xlll of P.L.- 95-113, The Food Stamp Act of 1977,
declaration of policy.) Food purchasmg power is in-
creased by providing eligible households with coupons
which can be used to purchase food. The Food and

Nutrition Service (FNS) of the U.S. Department of Agri-

culture (USDA) administers the Food Stamp program
through State and local welfare offices. The Food Stamp
program is the major national income support program
to which all low-income and low-resource households,
regardless of household characteristics, are eligible.

The Food Stamp Act was amended by the 1981
Omnibus Budget Reconciliation Act which changed
the criteria used to determine food stamp eligibility
(P.L. 97-35, title |, subtitle A). As of October 1, 1981,
households without an- elderly or disabled member
must have gross monthly income below 130 percent
of the Federal poverty level. Previously, eligibility was
based on “countable” income (gross income ‘less
specified deductions for shelter, medical expenses,

child care, etc.) so, e.g., a household with a gross .

income of twice the poverty guideline and substantial
specified deductions could have been eligible for food
stamps. Households meeting the income requirement

may be ruled ineligible for the pro gram on the basis of -

their holdings of assets {resources). The current limit
for assets is $2,000 for households with no elderly
persons and $3,000 for households with at least one
elderly person. The questions on participation in the
Food Stamp Program in the March CPS were designed
to identify households in which one or more of the
current members received food stamps during the

. calendar year. Once a food stamp household was

identified, a question was asked to determine the
number of current household members covered by
food stamps during the year. Questions were also
asked about the number of months food stamps weré
received and the total face value of all food stamps
received dUring that period.

SCHOOL LUNCHES

The National School Lunch Program is desngned
help safeguard the health and well-being of the Natlon s
children by assisting the States in providing an adequate

“supply of foods” (P.L. 79-396, the National School

Lunch Act of 1946) for all children at moderate cost.
Additional assistance is provided for children deter-
mined by local school officials to be unable to pay the

~“full estabhshed “ price for lunches. Like the Food Stamp

program the National School Lunch Program is admin-
istered by the Food and -Nutrition Service of the U.S.
Department of Agriculture through State educational
agencies or through regional USDA nutrition services for

~ some .nonprofit private schools.

‘All students eating lunches prepared at partncnpat-
ing schools pay less than the total cost of the lunches.
Some students pay the “full established” price for
lunch (which itself is subsidized), while others pay a
“reduced” price for lunch, and still others receive a
“free” lunch. Until January 1981, children were eligi-
ble for-free school lunches if their household’s income
was below 125 percent of the poverty guidelines ‘or |
reduced-price lunches if their household’s income was
between 125 and 195 percent of the poverty guide-
lines. The term “income” basically followed the Cen-
sus Bureau definition but excluded certain' Federal
benefits and specnfled “hardship” expenses. Effective
January 1, 1981, the hardship exclusion was replaced
by a standard deduction. (Ref. Federal Register, Vol.
46, No. 11, January 16, 1981. ) Beginning August 13,
1981 the income definition was amended to a gross
income concept with the standard deduction being
eliminated. At the same time, the income eligibility
criteria were changed to 130 percent for free lunches
and to 185 percent for reduced-price lunches. (Ref.
Omnibus Budget Reconciliation Act of 1981, P.L.
97-35, title VIII.)

* The questions on the March CPS provide a limited
amount of data for the School Lunch program. Ques-
tions concerning the program were designed to iden-
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renewal or natural disaster.
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tify the number of household members 5 to 18 years
old who “usually” ate hot lunches during the year.
This defined the universe of household members
receiving this noncash benefit. This approach was
necessary because the major ity of children benefit
indirectly; i.e., they pay full-established price but are
not aware that these lunches are subsidized. A sec-
ond question identified the number of members receiv-
ing free or reduced-price lunches.

I5UBLIC OR OTHER SUBSIDIZED HOUSING

There are numerous programs designed to ” remedy
the unsafe and unsanitary housing conditions and the
acute shortage of decent, safe, and sanitary dwellings
for low-income families” (U.S. Housing Act of 1937,
declaration of policy). Several Federal, State, and local
agencies administer these pro grams. Some are funded
by USDA (for rural families) or State-local agencies, but
most are administered by the Departmeht_‘of Housing
and Urban Development (HUD). Among the most impor-
tant HUD rental housing programs are Low Rent Public
Housing and Sections 8, 236, and 101 (rent supple-
ments) of various U.S. Housing Acts.

Low Rent Public Housing projects are owned man-
aged, and administered by a local housing authonty
Partial financing may be provnded by the State or
HUD. Participation in public housing is determined by
two factors: program eligibility and the availability of
housing. Income standards for initial and continuing
occupancy vary by local housing authonty, although
the limits are constrained by Federal guidelines. Rental
charges, which, in turn, define net benefits, are set by

a Federal statute not to exceed 30 percent of adjusted ‘

monthly money income. AT recipient household can be
a family or two or -more related persons or an individ-
ual who is handicapped, elderly, or displaced by urban
Other HUD programs
provide similar types of housmg aSS|stance to Iow—
income families and individuals.

Two of the more common types of programs in
which Federal, State, and local funds are used to

- subsidize private sector rental housing are rent sup-

plement and interest reduction plans. Under a rent
supplement plan {e.g., Sections 8 and 101), the
difference between the “fair market” rent and the
rent charged to the tenant is paid to the owner by a
government agency. Under an interest reduction pro-
gram (e.g., Section 236), the amount of interest paid
on the mortgage by the owner is reduced so that
subsequent~savings~ can~be “passed along to low-
income tenants in the form of lower rent changes.
There were two questions dealing with public and
low-cost rental housing on the March CPS supplement
questionnaire. The first question identified resi dence

in a housing unit owned by a public agency. The -

= ° "Programs,’’

second question identified beneficiaries who were
not living in public housing projects but who were
paying lower rent because of a government subsidy.

MEDICAID

The Medicaid program is designed to furnish medical
assistance for needy families with dependent children
and for aged, blind, or disabled individuals whose in-
comes and resources are insufficient to meet the costs
of necessary medical services.! The program is admin-

istered by State agencies through grants from the Health

Care Financing Administration (HCFA) of the Depart:
ment of Health and Human Services.

Medicaid is, for the most part, a categorical pro-
gram with complex eligi bility rules which vary from
State to State. There are two basic groups of eligible
individuals: the categorically eligible and the medically
needy. The major categorically eligible groups are all
Aid to Families with Dependent Children (AFDC) re-
cipients and most Supplemental Security Income (SSI)
recipi ents.2 Other categorically eligible groups are (1)

- those who meet basic State cash assistance eligibility

rules (the aged, blind, or disabled; needy single par-
ents with children; and, in some States, needy unem-
ployed parents with children who are not currently
receiving money payments) and (2) neédy persons

‘meeting categorical eligibility standards who are insti-

tutionalized for medical reasons (e.g., low-income
elderly persons in nursing homes). Institutionalized
persons are not included in the CPS universe and,
therefore, are not reflected in ‘the CPS recipiency
statistics.

In many States, Medicaid coverage is also ex-
tended tdthe medically needy: persons meeting cat-
egorical age, sex, or disability criteria ‘and having
money incomes and assets which exceed eligibility
levels for cash assistance but are not sufficient to
meet the cost of medical care. Families with large
medical expenses relative to their incomes and assets
may also meet medically needy ‘eligibility standards by
“spending down” (i.e., having high enough medical
expenses).to obtain eligibility.- .- - - -

The Medicaid question on the March CPS attempted
to identify all persons 15 years old and over who were
covered by Medicaid at any time during the year. The
term “covered” means enrolled in the Medicaid pro-

1Taken from Title XIX of the 1965 Amendments to P.L. 89-97,
The Social Security Act, “Grants to States for Medlcal -Assistance

“declaration of policy.
%In 1981, Public Law 97-35 made several changes in AFDC

elilgibility determinations under the Medicaid program. Changes in
treatment of earnings and other income and resources have resulted in
some persons being dropped not only from the AFDC rolls but also off
of automatic Medicaid coverage. Some of these individuals may be
-able to regain coverage if their State offers medically needy protec-
tion; however, the range of available benefits may be less.
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gram, i.e., had a Medicaid medical assistance card or
incurred medical bills which were paid for by Medi-
caid. In order to be counted, the person did not
necessarily have to receive medical care paid for by
Medicaid. ’

After data collection and creation of an initial micro-
data file, further refinements were made to assign
Medicaid coverage to children. In this procedure, all
children under 21 years old in families were assumed
to be covered by Medicaid if either the householder or
spouse reported being covered by Medicaid.2 AFDC

recipients in all States and SSI recipients living in the .

36 States which legally require Medicaid coverage of
all SSI recipients were also assigned coverage. The
data shown in this report exclude children covered by
Medicaid in households where no adult member was
covered. Because there are no administrative data
which separately identify these recipients, the extent
of the bias is unknown.

MEDICARE ' e

The Medicare program consists of two separate but
complementary health plans to provide adequate medi-
cal care for the aged and disabled. The Hospital Insur-

3This procedure was required mainly because the Medicaid cover-
age question was asked only for persons 15 years old and over.

ance Plan (Part A) is designed to provide basic protec-
tion against the costs of hospital and related post-hospital
services. In addition to the elderly, this plan also covers
virtually all persons under 65 years old who receive
Social Security or Railroad Retirement benefits based on
long-term disability. Part A is financed jointly by employ-
ers and employees through Social Security payroll de-
ductions. Qualified persons 65 years old and over who
are not otherwise eligible for Part A benefits may pay
premiums directly to obtain this coverage. The Supple-
mental Medical Insurance Plan (Part B) is a voluntary
plan which builds upon the hospital insurance protection
provided by the basic plan and is available to all Medi-
care Part A benefi ciaries. It provides insurance protec-
tion covering physicians’ and surgeons’ services and a
variety of medical and other health services received
either in hospitals or on an ambulatory basis. It is
financed through monthly preminum payments (about

. $8.50 per month in 1979 and $15.50 in 1985) by each

enrollee and further subsidized by Federal general reve- ..
nue funds.

The Medicare question on the March CPS attempted
to identify all persons 15 years old and over who were
covered by Medicare at any time during the year. The
term “covered” means enrolled in the Medicare pro-
gram. In order to be counted, the persons did not
necessarily have to receive medical care paid for by
Medicare. ‘






Appendix E. Definitions and Explanations

Population coverage. This report includes the civilian

noninstitutional population of the United States (the 50 -

States and the District of Columbia) and members of the
Armed Forces living off post or with their families on
post but excludes all other members of the Armed
Forces.

Current poverty definition. Families and unrelated indi-
viduals are classified as being above or below the
poverty level using the poverty index originated at the
Social Security Administration in 1964 and revised by
Federal Interagency Committees in 1969 and 1980. The-
poverty index is based solely on money income and
does not reflect the fact that many low-income persons
receive noncash benefits such as food stamps, Medic-
aid, and public housing. The index is based on the
Department of Agriculture’s 1961 Economy Food Plan
and reflects the different consumption requirements of
families based on their size and composition. It was
determined from the Department of Agriculture’s 1955
Survey of Food Consumption that families of three. or
more persons spend approximately one-third-of their
income on food; the poverty level for these families
was, therefore, set at three times the cost of the
economy food plan. For smaller families and persons
living alone, the cost of the economy food ptan was
multiplied by factors that were slightly higher in order to
compensate for the relatively larger fixed expenses of
these smaller households. The poverty thresholds are

updated every year to reflect changes in the CPIl. The
average weighted poverty thresholds for 1979 to 1986
are shown in table E-1. The average annual CPI for 1979
through 1986 are shown in table E-2.

The poverty definition was modified slightly in 1981
based on recommendations made by the Federal Inter-
agency Commiittee. These revisions (1) eliminated dis-
tinctions made between families with a female house-
holder, no husband present, and all other familiés; (2)
eliminated the distinctive poverty levels used for non-
farm and farm residence categories; and (3) expanded

‘the matrix of poverty levels to include eight-person

families, and nine-or-more person families that previ-
ously had been limited to seven persons or more.

An evaluation of the effect of this change showed
that in 1980 the estimated poverty rate was 13.2
percent based on the reviscu definition compared to
13.0 percent using the definition prior to revision.

Money income. Total money income is the sum of the
amounts received from wages and salaries, self-employment
income {including losses), Social Security, Supplemen-
tal Security Income, public assistance, interest, divi-
dends, rent, royalties, estates or trusts, veterans' pay-
ments, unemployment and workers’ compensation, private
and government retirement and disability pensions, ali-
mony, child support, and any other source of money

income which was regularly received. Capital.gains (or.

Table E-1. Weighted Average Poverty Thresholds: 1879-86

Size of family unit .- 1986 1985 1984 1983 1982 1981 1980 1979
One person {unrelated individual) . . . .. $ 5,672 $ 5,469 $ 5,278 $ 5,061 $ 4,901 $ 4,620 $4,184 $ 3,683

15to64years................... 5,701 5,593 5,400 5,180 5,019 4,729 4,286 3,773

65 yearsandover................ 5,255 5,156 4,979 4,775 4,626 4,359 3,941 3,472
TWO PEISONS. ....oiuiviennn ... 7,138 6,998 6,762 6,483 6,281 5,917 5,338 4,702

Householder 15 to 64 years ....... 7,372 7,231 6,983 6,697 6,487 6,111 5,518 4,858

Householder 65 years and over . ... 6,630 6,503 6,282 6,023 5,836 5,498 4,954 4,364
Three persons...................... 8,737 8,673 8,277 7,938 7,693 7.250 6,639 5,763
Fourpersons....................... 11,203 10,989 10,609 10,178 9,862 9,287 8,385 7.386
Fivepersons ....................... 13,259 13,007 12,566 12,049 11,684 11,007 9,923 8,736
Six persons . ............. [ 14,986 14,696 14,207 13,630 13,207 12,449 11,215 9,849
Seven persans (or more)j ..... e 17,049 16,656 16,096 15,500 15,036 14,110 13,883 12,212
Eightpersons ...................... 18,791 18,512 . 17,961 17,170 16,719 15,655 (X) {X)
Nine personsormore ............... . 22,497 22,083 21,247 20,310 19,698 18,5672 {X) {X)

X Not applicable.

11979 and 1980.




