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Estimates of the Poverty Population Including the Value of Noncash Benefits: 1979 to 1982

SUMMARY

This is the second exploratory report published by the Bureau of the Census describing methods
for assigning dollar values to noncash benefits received by the low-income population. The pur-
pose of this report is to provide estimates of the value of noncash benefits during the period
1979 through 1982 and assess their effect on estimates of the poverty population. The first
report provided estimates only for 1979.

The Bureau of the Census is the official source of poverty statistics as indicated by Direc-

tive No. 14 issued by the Office of Management and Budget. The current definition of poverty is ..
based on cash or money income alone and therefore, does not 1nc1ude the value of noncash transfers

as income.

~ Growth of “the noncash transfer programs during the 1970 s led to 'concerns.that ‘although these
types of benefits were very important to the well-being of the low-income population they were not
taken into account in official measures of poverty. To provide data needed to study this 1ssue,
the Bureau of the Census in March 1980 began collecting data on household participation in a
selected group of noncash benefit programs. These were the Food Stamp. program, the National
School Lunch program, public or other subsidized rental hous1ng programs, the Medicare program,
and the Medicaid program.

The first exploratory study based on noncash benefit data collected in the March 1980 Current
Population Survey was released as Technical Paper No. 50 in March 1982. This research document
was authored by Dr. Timothy Smeeding, a recognized expert in this area, during his assignment as
an American Statistical Association Research Fellow. The study examined three concepts for val-
uing noncash benefits. These were the "market value" approach, the “recipient" or "cash equiva-
lent" approach, and the “poverty budget share" approach. Using these methods, and variations on
the types of benefits valued, the study produced nine alternative estimates of poverty for 1979.
Inclusion of the value of noncash benefits lowered the poverty rate by between 12 and 42 percent
overall, depending on the valuation method and types of benefits valued. The report showed that
poverty rates for the elderly were reduced by between 6 and 70 percent, the wide range reflecting
the important effect of the values for medical benefits.

This new report represents an extension of the exp]oratory work carried out for 1979. The
concepts and procedures followed in making estimates of the noncash benefit values were almost
identical to those used initially. The report provides nine alternative estimates of poverty for
each year between 1979 and 1982, and in keeping with the research nature of the study, makes no
recommendations as to the most appropriate methods for valuing benefits or for including these
values in the measure of poverty.

The alternative estimates of the poverty population developed for this report show the extent
to which poverty rates are reduced by the inclusion of the value of noncash benefits. In 1979,
estimates of the number of poor under the nine alternative procedures ranged from 15.1 million to
22.4 million depending on the technique and benefits valued. The poverty rates for the nine al-
ternative estimates ranged from a low of 6.8 percent to a high of 10.1 percent. 1In 1982, the al-
ternative estimates of the number of persons below the poverty level ranged from 22.9 million to
31.4 million and the corresponding poverty rates ranged from a low of 10.0 percent to a high of
13.7 percent. -

The official poverty statistics have shown that the number of poor increased from 26.1 to
34.4 million between 1979 and 1982, raising the poverty rate by 28 percent. In 1979 the poverty
rate was 11.7 percent, but rose to 15.0 percent in 1982, increasing significantly during each
year of this 4-year period. The only major group of the population escaping this increase was
the elderly. The poverty rate for this group showed no statistically significant change between
1979 and 1982 (15.2 percent in 1979 and 14.6 percent in 1982),
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The rate of increase in poverty between 1979 and 1982 was larger, based on estimates of pover-
ty that include noncash benefit values, than that indicated by the official statistics. The in-
crease in the poverty rate after including noncash benefit values ranged from a low of 35 percent
to a high of 47 percent. While these rates of increase were significantly higher than the 28-
increase in the official poverty rate the absolute increases in the number of poor were, in some
cases, lower. The 47-percent increase in poverty based on one of the approaches represented a 7.8
million increase in the number of poor compared to the 8.3 million increase in the official num-
ber. This occurred because the alternative estimate of 15.1 million for 1979 was a much smaller
base from which to measure change than the official estimate of 26.1 million.

It should be emphasized that the procedures and results presented in this report are experi-
mental and do not represent any official change in the current, official measure of poverty. The
Bureau of the Census and the Office of Management and Budget have recently agreed to convene a
panel of experts who will review this report and others related to the valuation of noncash bene-

fits and measurement of poverty in order to help establish a basis for integrating the value of
noncash benefits into the measure of poverty.
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INTRODUCTION

This is the second exploratory report published by the Bureau of the Census describing alter-
native procedures for valuing noncash benefits received by the low-income population and esti-
mating the effect of these values on the size and composition of the poverty population. The
first report, issued in March 1982, focused on the value of these benefits and the effect on
poverty estimates for 1979 alone. The purpose of this second report is to provide estimates of
the value of noncash benefits and their effect on estimates of the poverty population during the
period from 1979 to 1982. The methods used to value noncash benefits in this report are nearly
identical to those examined in the previous study. The results, therefore, should be considered
an extension of the earlier exploratory work. Modifications of the procedures used in the initial
study are described in the technical appendices.

The techniques used to value noncash benefits in this report are subject to the same conceptu-
al and measurement problems as those described in the initial work. Estimates of the poverty pop-
ulation shown in this report based on the combination of money income and values of noncash bene-
fits do not reflect any official change in the methods used for estimating the poverty population
for statistical purposes. '

The Bureau of the Census has been the source of the official estimates of the poverty popula-
tion since 1969 as specified in Directive No. 14 issued by the Office of Management and Budget.
Estimates of the poverty population have been published annually since that time based on the cash
or money income data collected in the March Current Population Survey (CPS). In March 1980, the
Bureau began collecting data on participation in a selected group of noncash benefit programs..
Questions covering participation in the National School Lunch Program, Food Stamp Program, public
and other subsidized rental housing programs, Medicare, and Medicaid have been a permanent part of
the March survey since that time. These serve as the basis for examining procedures for valuing
benefits and estimating the effect on poverty for this study.

The Bureau's work .in the area of noncash valuation research began in the fall of 1980, follow-
ing concerns expressed by Congress as outlined in Appendix A. At that time Dr. Timothy Smeeding
came to the Census Bureau as a visiting scholar under the American Statistical Association Fellow-
ship Program. Dr. Smeeding, a leading expert in this field, worked closely with the Census Bureau
staff to investigate various procedures that might be used to value noncash benefits for 1979,

This investigation resulted in the publication of Technical Paper No. 50, issued in March
1982, showing the effect of including the value of noncash benefits as income for purposes of
measuring the poverty population. The report examined three different valuation methods: the
market value, the cash equivalent value, and the poverty budget share value. (The conceptual
basis of these methods is described later.) The three valuation approaches were applied to three
different combinations of food, housing, and medical care benefits, thus producing nine different
alternative estimates of poverty for 1979. It was found that the estimated number of persons in
poverty would be reduced between 12 and 42 percent in 1979, depending upon the choice of valuation
technique and combination of benefits. : : '

There has been considerable interest in more up-to-date estimates of the value of noncash
benefits and their effect on poverty. Between 1979 and 1982, the U.S. economy passed through two
recessions, the first between January and July 1980 and the second between July 1981 and November
1982, periods of high unemployment, and an increase of about 33 percent in consumer prices. There
were also changes in the funding and regulation of some of the noncash benefit programs. While
the official poverty statistics based on money income alone indicate that the poverty rate in-
creased from 11.7 to 15.0 percent betwen 1979 and 1982, no estimates had been made indicating the
level and change in poverty during this period after valuing noncash benefits. The purpose of
this report is to provide those data. '

_Although this report presents estimates of the value of noncash benefits and their effect on
estimates of poverty for the 1979 to 1982 period, it should be emphasized that these estimates
continue to be exploratory in nature. There has been much controversy over the valuation ap-
proaches developed in Technical Paper No. 50, since each approach has its own associated strengths
and weaknesses. The Bureau of the Census and the Office of Management and Budget plan to convene
a special panel of economic experts to review the noncash benefit valuation issues and to make
recommendations concerning valuation techniques and methods for integrating these values into the
official estimates of poverty. Until a final decision on these matters is reached, the Bureau
plans to produce annual estimates similar to those provided in this report. Data will be shown
for each of the three valuation approaches and the three combinations of food, housing, and medi -
ical benefits. , '

This report is organized into several sections. Following the introduction are sections
covering the growth of noncash benefits programs and a description of the three valuation concepts
used in this analysis. Succeeding those are sections on the levels and trends in the poverty pop-
ulation during the 1979 to 1982 period, changes in receipt and average values of noncash benefits,
and estimates of poverty before and after inclusion of both cash and noncash benefits. This
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material is followed by a discussion of the study's limitations. The section on limitations dis-
cusses some of the more important conceptual and empirical problems encountered in the study
including the issue of poverty as a relative or absolute measure, difficulties in obtaining all
of the data needed to value the benefits, and survey underestimates of income amounts and noncash
benefit recipients. Next are the detailed tables, providing data on noncash benefits and their
effect on poverty for various demographic and socioeconomic subgroups of the population. Techni-
cal appendices are included after the detailed tables. Appendix A describes the U.S. Senate
statement that initiated noncash benefit research at the Bureau. Appendix B provides the techni-
cal details about the methods used to value noncash benefits under each of the different ap-
proaches. Appendix C provides information on the Source and Reliability of the Estimates. Appen-
dix D gives a description of each of the noncash benefit programs. Appendix E is a glossary of
standard statistical definitions and explanations. Appendix F discusses problems of underre-
porting of recipiency and amounts in the March CPS.

GROWTH OF NONCASH BENEFITS

The majority of Federal expenditures intended to assist the low-income population are now con-
centrated in programs that provide in-kind or noncash benefits. The market value of these means-
tested benefits surpassed that of means-tested cash assistance during the early 1970's and has
continued to grow in importance. The growth of both cash and noncash benefit programs is illus-
trated in table A. This table shows that in 1965, near the time the current- poverty definition
was developed, the market value of means-tested noncash benefits was about $5.3 billion (in 1982
constant dollars). About threée-fourths of these means-tested benefits were in the form of medical
assistance to low-income . elderly persons. The means-tested cash assistance in 1965 was about.
$17.2 billion, more than three times the expenditure on noncash programs. By 1970, the market
value of noncash benefits had risen almost 4-fold to about $19.7 billion. Expenditures on cash
assistance programs increased by only 3 percent to $17.7 billion. 1In 1979, the first year for
which noncash benefit data were collected in the March CPS, .noncash benefits to the Tow=-income
population stood at about $44.0 billion compared to only $28.6 billion for the means-tested cash
assistance programs.

Since the focus of this report is on the 1979 to 1982 period, estimates of cash and noncash
benefits for each year of this period are included in table A. Data in this table indicate that
the market value (the estimated cost of an equivalent good or service in the private market place
as described in detail later) of means-tested noncash benefits continued to increase between 1979

. and 1981, then declined in 1982, Means-tested cash benefits declined for each year of this period

and were lower in 1982 than in 1975 after adjusting for the change in prices. It is clear from
table A that Medicaid is, by far, the largest means-tested noncash benefit program accounting for
about 64 percent of the total in 1982. The market value of Medicaid alone, $29.9 billion, exceeds
the $25.9 billion in means-tested cash assistance. :

The lower portion of table A shows the two nonmeans-tested benefits that were valued in this
study. The market value of Medicare has risen rapidly since the program began in 1966, The $51.1
billion figure for 1982 was the Targest of any government noncash benefit program. Over the peri-
od from 1979 to 1982 the market value of Medicare increased by 28 percent after adjusting for
changes in the price of medical care. This compares to only a slight increase in the market value
for Medicaid benefits during the entire period and a 2-percent decline between 1981 and 1982.

The other nonmeans-tested benefit, paid or full-price school lunches, declined in market value
during the 1979 to 1982 period, mainly the result of reduced Federal subsidies. The market value
of paid school lunch subsidies fell by about 40 percent during this 4-year period.

EXPLANATION OF VALUATION TECHNIQUES

The valuation of noncash benefits in this report is based on the three valuation methods pre-
sented in Technical Paper No. 50. Before examining each valuation technique in detail, it is use-
ful to understand the major conceptual differences between them and their general relationship to
one another. "Market value" is the private market cost of the goods and services transferred to
the recipient. “Recipient or cash equivalent value" is the cash amount for which recipients would
be willing to trade their right to the noncash benefit given their current incomes (including cash
and the market value of_any noncash_benefits received). -The "poverty budget share"-approach’ does
not attempt to value the noncash benefit directly, but, instead measures the amount by which the
poverty threshold could be reduced for the family receiving the benefit. This reduction is equal
to the average dollar amount of the good or service consumed by households with money income
approximately equal to the poverty level,




Table A. Means-Tested Cash Assistance and the Market Value of Noncash Benefits Valued in This Study: 1965, 1970, 1975,
and 1979 to 1982

(In millions of 1982 constant dollars)

Type of benefit 1965 1970 1975 1979 1980 1981 1982

Means-tested cash assistancel....,. $17,218 | $17,719 | $32,090 | $28,594 | $27,643 | $27,029 | $25,907

Noncash benefits, Total.ceeesensens 5,755 | 37,777 | 64,237 | 84,691 | 90,330 { 96,856 | 98,529
Means-tested, total.seeveveocsnas 5,342 | 19,688 | 35,451 | 43,799 | 45,750 | 48,087 | 46,896
Food stampSeeceesecsasceonacnss 98 | © 1,370 7,866 8,624 10,175 11,267 | 10,206
School TunCheS.eeeeceeeveorsecees (NA) 306 1,481 1,755 1,793 1,789 1,770
Public housingz................ 1,074 4,077 4,059 5,561 5,275 4,882 5,014
Medicaideseeecaceececesncessnas 4,170 | 13,9351 22,045 27,859 28,507 30,149 29,906

Nonmeans-tested, total...ceeeeees | 413 | 18,089 | 28,786 | 40,842 | 44,580 | 48,769 | 51,633
Medicare.eeeeeessocsensasesasns (NA) | 17,647 | 27,956 | 39,930 43,675 | 48,019 | 51,086
School TuncheS..eevesencssesans 413 - 442 830 912 -905 750 547

NA  Not applicable.

lincludes Aid to Families with Dependent Children, General Assistance, Supplemental Secur1ty
Income, and Means-tested Veteran's pensions.

2Estimates for 1979 through 1982 were derived directly from the noncash valuation techniques
studied in this report.

Market Value

The market value (MV) of an in-kind transfer is equal- to the private market purchasing power
of benefits received by the -individual. That is, in-kind transfers present beneficiaries with
control over some amount of economic resources that can be bought and thus have been explicitly
valued in the private market. Because MV is intuitively appealing and relatively easy to compute,
it is the measure most often used in studies of the value and distribution of in-kind transfer
benefits. A1l other valuation methods require a good estimate of the MV of the good or service
being transferred as a starting place. In some cases, e.g., food stamps, the market value is
directly measurable as the dollar value of food coupons in the market. In other cases, MV is not
so easily determined. For example, although the annual expenditures for medical care benefits are
easily obtained, determining the concept to be used and calculating the MV of these benefits is
more difficult. In this study, the market value of medical care is based on an insurance value
approach, not on the amount of medical care actually consumed or on the price of a similar good

e

in the private market pltace. This was done by dividing total medical benefits paid by the program

by the number of persons covered. . In some cases this procedure assigned values for medical bene-
fits that were larger than the poverty threshold for the individual. 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 direct-
ly from surveys 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 consumption 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 bene-
fit.. Theoretically, it would be measured by the amount of cash that would make the recipient feel
just as well off as the noncash benefit.. In economic theory, the RV is also known as the cash
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equivalent value and is formally termed the "Hicksian equivalent variation" after John Hicks
(1943). Many economists feel that, in theory, cash equivalent value is the proper measure for
valuing noncash benefits to evaluate their effect on the economic well-being of the poor. Not all
economists are in fyll 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 Tess than the MV,

In theory, the recipient or cash equivalent value can be estimated by assigning a utility
functionl to an 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., Accu-
rate estimates of cash equivalent valye necessitate knowledge of al) recipients' differing utility
functions and the prices they pay. Because utility functions cannot be observed and measured with
a high degree of accuracy, and because of difficulties with current consumption data, a simplified

The cash equivalent value estimates in this study are based on household survey data that al-
Tow the calculation of normal (average) expenditures at different income levels. These estimates
were derived by assuming that the cash equivalent value of a noncash benefit is equal to the nor-
mal expenditure on that good or service - by unsubsidized consumers with similar characteristics
(e.g9., income size, Tocation, and age). Calculating cash equivalent value in this manner implic-
itly assumes that there is no difference between the comparable family and the 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 ex-
penditures for the given good by the nonparticipant are equivalent to those of the participant if

there was no pProgram. This may result in selectivity bias, one of the limitations of the cash
equivalent value approach,

not lead to a change in spending habits. If the MV of the benefit exceeds the normal expenditure
Tevel, RV can be approximated by the level of normal expenditures, I[f normal expenditures exceed
the MV of the benefit, RV js 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 expenditure

The estimates of RV's was based on data from several sources. The normal expenditures for
food were Computed using diary data from the new Consumer Expenditure Survey. Those for public
housing were based on the complex linkage of March CPS and Annual Housing Survey data for 1979
and 1981. While none of these data sources is ideal, the data used to compute the RV's for medi-
cal benefits are especially weak, They were derived from the 1972-1973 Consumer Expenditure
Survey and required the inclusion of persong covered by Medicare and employer-provided health in-
surance. More ‘details on these problems can be found in Appendix B and Technical Paper No. 50.

benefits directly to the current concept of poverty. As mentioned earlier, PBS is not strictly a
measure of the value of noncash benefits but rather, it is a method for dealing with such benefits
in the determination of a person's poverty status. The poverty thresholds can be thought of as
the amount of money which if spent wisely, will be sufficient to meet the basic needs of a family
or single person. The amount of money needed to meet their needs will be reduced if some of the
needs are met by noncash benefits, For example, if a low-income person participates in the Medi-
caid program, then PBS assumes that his medical needs are met and the amount of money required to .
meet the remajningfneeds,is.reduced.r The - amount that the‘moneY'poveFty thresholds would be re-
duced would be no more than that implied by observed consumption levels for people near the pover-
ty level who were not receiving such benefits,

The derivation of the current poverty definition was based on well-specified food needs and
1mplies certain levels of need for other commodities as well (i.e., some amount of expenditure for
each good was budgeted into the poverty levels) even though no well-specified levels of minimum-
housing or medical care needs exist, The PBS approach assumes that the “value" of these benefits

1a utility function .is—an-economic construct™that™ indicates consumer's relative preferences
for various goods and services depending on how consumers substitute these goods and services
for one another.
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for purposes of measuring poverty should be limited to no more than the amounts implied by con-
sumption patterns at the poverty level. This assumption does not presume that benefits above this
amount have no worth to the individual; it merely presumes that recipients have little ability to
use excess amounts of one noncash benefit to meet different types of needs. To assign a substan-
tially larger value to a particular benefit would requ1re the assumption that recipients can make
such substitutions to a significant extent.

Derivation of PBS values were based on data from the Annual Housing Survey and the 1960-61
Consumer Expenditure Survey. Because the poverty levels were developed assuming one-third of

- income is spent on food, the PBS value limits on food were set at one-third of the poverty levels.

The PBS value 1imits for housing were obtained from the Annual Housing Surveys for 1979 and 1981
by computing the average proportions of income spent on housing by families with incomes near the
poverty level not residing in public housing. Values for medical benefits were estimated based on
the 1960-61 Consumer Expenditure Survey. Poverty levels were multiplied by the proportions of in-
come spent on medical care during the 1960-61 period to arrive at the PBS limits,

ILLUSTRATION OF VALUATION TECHNIQUES

Two of the three valuation techniques used in this study, recipient value and poverty budget
shares, are difficult for many people to understand. To help provide a clearer picture of these
concepts and the relationship between ‘the three approaches examples have been included for food
stamp and Medicaid benefits.

Food Stamps

The -market-value has been defined-as the price of the -good or service provided for by the non-
cash benefit. A 4-person family with an annual cash income of $5,000 in 1979 and receiving an
annual face value of $2,600 in food stamps would be assigned $2,600 as a market value. This value .
was assigned because the food stamps purchase that amount of the good, in this case food. The #
total income of the family would then be $7,600, br1nglng the family above the poverty level of
$7,386,

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 which is less than the face value of $2,600. 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 $2,496 for the recipi- .
ent value, an amount that also brings the family income above the poverty level. :
The third approach, poverty budget shares, is the most difficult of the three procedures to
understand. Under this procedure, an amount, the poverty budget share, is first computed. For
food this amount was equal to .333 (the proportion of income required for food, as implied by the
official definition of poverty) multiplied by the poverty level, in this case $7,386. The poverty
budget share amount equals $2,460. This means that the poverty level has $2,460 budgeted for
food. The concept states that the benefit fills a requirement in the budget and amounts in excess
of the requirement do not have an effect on determining poverty status. In this example, the pov-
erty budget share value of $2,460 is $140 less than the market value and $36 less than recipient
value. The poverty budget share value also raises the family income above the poverty level.

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 nondisabled persons under age 21. Insurance values for persons
in these four groups were computed separately by state of residence. For example, an elderly per-
son living alone in New York with money income of $3,200 in 1979 would have been assigned a mar-
ket value of $3,691 if covered by Medicaid. This amount is $219 higher than the poverty level of
$3,472 for this group.

The normal expenditure approach to assigning recipient value for Medicaid would have used data
from the 1972-73 Consumer Expenditure Survey to assign a value of $385 for the insurance value of
Medicaid to this individual. Under this concept, the value of the benefit is limited to the
amount spent for the good or service, on average, by persons not covered by the program.

"The poverty budget shares for medical care were based on the 1960-61 Consumer Expenditure Sur-
vey. This survey showed that aged persons living alone, with money income near the poverty level,
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spent about 11.4 percent of their income on medical care. Based on this figure, the poverty bud-
get share value for Medicaid was $396, 11.4 percent of the $3,472 poverty level for this aged
person in 1979,

TRENDS IN THE POVERTY POPULATION BETWEEN 1979 AND 1982 ‘
Official Poverty Statistics

In 1982, about 34.4 million Americans were officially classified as living below the poverty
level. This group represented about 15 percent of the U.S. noninstitutional population in that
year. Four years earlier, in 1979, the number of persons below the poverty level was estimated
to be about 26.1 million, or 11.7 percent of the population,

. The number of poor and the poverty rate increased during each year of the 1979 to 1982 period.
The number of poor increased by 32 percent and the poverty rate by 28 percent overall. Between
1979 and 1980 the poverty rate rose from 11.7 to 13.0 percent. In 1981 the rate increased to 14.0
percent and finally to 15.0 percent for 1982, the latest year for which official poverty estimates
-are available.

Higher rates of poverty were evident.for most segments of the U.S. population over this 4-year
period (see table B). The poverty rates for Whites, Blacks, and persons of Spanish origin were
all higher in 1982 than in 1979. The poverty rate for children under 18 years rose from 16.0 to
21.3 percent. In contrast, the poverty rate for the elderly, persons age 65 years old and over,
showed no statistically significant change (15.2 percent in 1979 and 14.6 percent in 1982). This

Tabie 8. Number of Persdns Below the Poverty Level and Poverty Rates, by Selected Characteristics: 1982 and 1979

Number ~ Poverty rate
Characteristic

Percent Percent
1982 1979 | change | 1982 | 1979 change
ATl PersSONS..eueveeennnnnnnnnnennns Cevesecanas 34,398 | 26,072 31.9. 15.0] 11.7 28.2
L ceeens 23,517 | 17,214 36.6 | 12,0 9.0 33.3
- Lol cesees 9,697 | 8,050 20.51] 35.6| 31.0 14.8
SPanish origine..ueseennnsss. e P ceeena| 8,300 2,021 47.2 {29.9 | 21.8 37.2
Children under 6 years 01d..eeeieeeeennnevennnennn. .| 4,977 3,521 41.4 | 23.8| 18.2 30.8
Chi]drén 6 to 17 years 0ld.eeeeeeernceecnnnnnnnnnnns 8,670 6,856 26.5120.9]15.6 34.0
Persons age 65 years and OVer...eeeeeeeenvennnennnn. 3,751 | 3,682 1.9] 14,6 15.2 -3.9
Persons_in families, total......... e eaeeeennne eeee | 27,349 (19,964 37.0{13.6] 10,2 33.3
Persons in married-couple familieS.......veuue.... 14,839 | 10,074 47,31 8.9] 6.1 45,9

Persons in fami]ies.maintained by women, no
husband present.......... tesececrecestetervacanns 11,701 9,400 24.5]140.6( 34.9 16.3
Unrelated individuals..eueseeeeveeeneennenneennnnnns 6,458 | 5,743 12.4 ) 23.1| 21.9 5.5
S | 1.0 ¥ -1, W ST T e e s d T e e 00 S 25 34701,972-= 1950 | 1838 16.9-  11.2
Females . e i it et ey 4,110 3,771 9.0 26.6 | 26.0 2.3
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can, in part, be attributed to two cash programs, Social Security and Supplemental Security In-
come, both indexed to increase benefit amounts at a rate equal to the increase in consumer prices
during the 1979 to 1982 period.

The poverty rate for persons in families rose from 10.2 percent in 1979 to 13.6 percent in
1982, a 33-percent increase. The rate for persons in families maintained by women, no husband
present climbed from 34.9 percent to 40.6 percent, a rise of 16 percent. The poverty rate for
persons in married-couple families increased from 6.1 percent in 1979 to 8.9 percent in 1982, up
almost 46 percent.

The poverty rate for male unrelated individuals rose by about 11 percent, from 16.9 percent in

1979 to 18.8 percent in 1982 while the rate for. female unrelated individuals did not change sig-

nificantly (26.0 percent in 1979 and 26.6 percent in 1982). The increase in the poverty rates for
unrelated individuals as a group was lower than that for all persons because of the high propor-
tion of unrelated individuals over age 65. As noted previously, the elderly experienced no sta-
tistically significant change in their poverty rate during this period.

Poverty Statistics After Valuing Noncash Benefits-

Comparisons of estimates of the poverty population before and after inclusion of the value of
noncash benefits are summarized in tables C, D, and E. These comparisons reveal the levels and
trends in the poverty population over this 4-year period for nine different combinations of the
three valuation approaches and three groupings of benefits valued. These nine alternative esti-
mates are identical to those shown in the earlier report.

Three different groupings of the food, housing, and medical benefits were chosen because of
the overwhelming .importance of .medical. benefits .and concerns over the proper. treatment of. medical
expenditures for the institutionalized in the calculation of insurance values for Medicare and

Medicaid. Detailed discussions of these issues are contained in Technical Paper No. 50. The -

three categories of benefits used were 1) food and housing benefits only, 2) food, housing, 'and
medical benefits including expenditures for institutional care, and 3) food, housing, and medical
benefits excluding expenditures for institutional care.

The effect of the value.of noncash benefits on estimates of poverty varies significantly for _
different subgroups of the population since certain subgroups tend 'to receive larger or smaller
amounts than others. The poverty rate for the aged population, persons age 65 years or older, is
especially sensitive to the value of medical benefits since such a large proportion of this group
is covered by Medicare. :

Market Value. The market value approach assigns the largest values to noncash benefits, and,

therefore, counting these values as income for purposes of measuring poverty causes the largest
reductions in the estimates of poverty. In 1979, accounting for the market value of food and
housing benefits alone reduced the overall poverty rate from 11.7 to 9.7 percent, a l7-percent
reduction, and the total number of poor from 26.1 to 21.7 million. A much larger reduction in-
poverty for the base year 1979 was observed by including the market value of medical benefits.
The poverty rate after valuing all medical benefits was 6.8 percent, a 42-percent reduction over

the official poverty estimates for 1979. Reductions in the poverty rates can be noted in the
detailed tables for various subgroups of the poverty population for each year of this 4-year
period. The size of the reductions varies for the different subgroups, reflecting differences

~in the number and types of benefits received.

The effect of market values for medical benefits is most noticeable on the poverty rates for
the aged. Because almost all persons age 65 and over are covered by Medicare and/or Medicaid,
most of these persons were assigned market values that averaged $830 for Medicare and ailmost
$2,200 for Medicaid for 1979. While the poverty rate for persons age 65 and over declined from
15.2 percent to 13.4 percent for 1979 after including the market value of food and housing bene-
fits alone, the rate declined to only 4.3 percent when all medical benefits were counted at market
value. This means that the poverty rate for the aged was 72 percent lower in 1979, under the mar-

ket value approach including the value of all food, housing, and medical benefits.

Adding the market values of noncash benefits to income for purposes of measuring poverty also

-has a major effect on the poverty rates for children. In 1979 the official poverty rate for

children under age 6 was 18.2 percent. This rate compares to 14.8 percent following the valuation
of food and housing and 11.3 percent when food, housing, and all medical benefits are included.
These represent reductions of 19 and 38 percent, respectively for 1979, The 6 to 17 year age
group were poor at a rate of 15.6 percent in the 1979 base year. Market values for food and
housing benefits reduced the poverty rate for this group to 12.0 percent, lower by 23 percent.

The poverty rate after consideration of medical benefits was 8.7 percent, down by about 44 percent
for 1979,
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Table C. Comparison of the Number of Poor and Poverty Rates for Persons Using Alternative Income Concepts and Valuation
Techniques: 1982 and 1979 '

(Numbers in thousands)’

Valuation technique

Recipient or cash Pdverty budget

Income concept Market value | equivalent value share value
approach approach approach
1982 1979 1982 1979 1982 1979

Money income alone:

Number of PoOr...eiieeereenneeennnnennnnnnnn. 134,398 26,072 34,398 | 26,072 | 34,398 | 26,072

Poverty rate..eeeevueen... cecesasnns ceseene . 15.0 11.7 15.0 11.7 15.0 11.7
Money income plus food and housing:

‘Number of poor........... et eeeertacscennns .. 130,688 21,698 31,365 | 22,270 | 31,111 | 22,409

Poverty rate..eeiseeeneeeereenennnnnnnn. ceeee 13.4y 9.7 13.7 © 10,0 13.6 10.1

Percent reductionl.............. cerrerieneeed | -10.7] -17.1 -8.7 -14.5| -9.3| -13.7
Money income plus food, housing, and medical -

care (excluding institutional care
expenditures):

Number of poor........... teetececensesnaaaess | 23,563 15,696 29,407 | 20,478 | 28,720 { 20,186
Poverty FAL B eiesinnrennnnceoncroccevananess 10.3 7.0 12.8 9.2 12.5 9.1
Percent reductionl..................;........ -31.3| -40.2 -14.7 -21.4 | -16,7| -22.2

Money income plus food, housing, and medical
care (including institutional care
expenditures):

Number of poor...... Ceeeerennaeenns s .. | 22,885 15,099 29,058 | 20,152 | 28,713 | 20,184
Poverty rate...cesecene.. tesresscsoncane cecen 10,0 6.8 12.7 9.0 12.5 | 9.1
Percent reductionl........... ceenes Ceerienane -33.3| -41.9 -15.3 -23.1| -16.7| -22.2

lpercent reduction in the poverty rate from the current poverty estimate based on money
income alone. ’

Two groups with higher than average poverty rates are Blacks and persons in female householder
families, no husband present. The official poverty rate for Blacks was 31.0 percent in 1979.
After valuing noncash benefits for food and housing, the rate declined to 23.5 percent, a 24-per-
cent reduction. Inclusion of the value of medical benefits yielded a 14.9 percent poverty rate
for Blacks, a decrease of 52 percent over the official estimate. ' o

The effects of noncash benefit values for persons 1iving in female householder families with
no husband present were similar to those for Blacks. The official poverty rate for this group,
34,9 percent for 1979, was lowered to 26.0 percent with market values of food and housing bene-
fits, a 26-percent decline, and 16.6 percent counting all benefits, also a 52-percent reduction in
the rate. ' :

The trend in poverty over this 4-year period as measured using the market value approach dif-
fers from the trend as indicated through the official poverty statistics. The official statistics
show that poverty increased by about 28 percent during the 1979-82 period. After accounting for

noncash benefits the poverty rate showed higher rates of increase, about 38 percent if only food
and housing are included and 47 percent if food, housing, and all medical benefits are included

at market value (see table D). This increase in poverty rates resulted from a steady year-to-year
climb over.this period as is illustrated in table 1,
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Table D. Poverty Rates for Persons, by Valuation Technique and Alternative Income Concept: 1982 and 1979

Market value ~ Recipient value Poverty budget shares

Income concept
Percent Percent Percent
1982 | 1979 | change | 1982 [ 1979 | change | 1982 | 1979 | change

Money income alon€.....ceeessseas | 15,0 [11.7 28.2115.0 |11.7 28.2 | 15.0 | 11.7 28.2
Money income plus food and
NOUSTNGseereeesacsasasssenasssss | 13,41 9.7 38.11(13.7 { 10.0 37.0 | 13.6 | 10.1 34,7
Money income plus food, housing,
and medical care (excluding in-
stitutional care expenditures)..| 10.3 | 7.0 47,1 12.8 | 9.2 39,1 12.5 9.1 37.4
Money income plus food, housing,
and medical care (including in-
stitutional care expenditures)..| 10.0| 6.8 47.112.7

N

9.0 41.1 | 12.5 9.1 37.4

The official poverty rates for the aged population and the rates after valuing food and
housing benefits showed no statistically significant change between 1979 and 1982. When medical
benefits are included, however, the poverty rate for persons 65 years old and over declined from
4.3 percent in 1979 to 3.5 percent in 1982, a 19-percent reduction.

Trends in the poverty rates for children between 1979 and 1982 were significantly altered fol-
lowing the inclusion of noncash benefit values. Between 1979 and 1982, the official poverty rate
for children under age 6 rose from 18.2 percent to 23.8 percent, an increase of 31 percent. Based
on market valuation techniques for food and housing the poverty rate increased by 45 percent,
from 14.8 percent to 21.4 percent. The change in poverty rates after including medical benefits
was from 11.3 percent in 1979 to 17.2 percent in 1982, a 52-percent'rise.1 Changes in the poverty
rates for the 6 to 17 year age group followed a similar trend. ‘

The upward trend in poverty rates over this period was also accentuated for Blacks and persons
in female householder families, no husband present. The increase in the official poverty rate for
Blacks was about 15 percent between 1979 and 1982, rising from 31.0 percent to 35.6 percent. The
increase in the poverty rates after including food and housing benefits at market value was about
31 percent, rising from 23.5 to 30.7 percent. Wwhen all benefits are included, food, housing, and
medical, the poverty rate increased by 44 percent, from 14.9 to 21.5 percent.

For persons in female householder families, no husband present, the official poverty rate rose
from 34.9 to 40.6, a 16-percent increase. The rate of increase in poverty was 34 percent during
the 4-year period based on the market value of food and housing benefits and 49 percent if all
noncash benefits are included.

Recipient or Cash.Equivalent Value. Because recipient. values for noncash benefits are based on
the normal expenditure approach and limited to be no greater than the market value, the recipient
value technique has a smaller effect on estimates of the poverty rate than the market value. In
1979, the estimated poverty rate after inclusion of food and housing benefits was 10.0 percent.
This was about 15 percent below the official rate of 11.7 percent for that year. This compares
with a 17-percent reduction for the market value approach. Inclusion of the medical care benefits
at recipient value reduced the poverty rate to 9.0 percent, 23 percent lower than the official
level. This reduction is far less than the overall 42-percent reduction in the poverty rate
achieved®’through the market value approach. ‘
Recipient values for food and housing benefits are very similar, on average, to market values;
however, recipient values for medical care are much lower than market values. Because the recipi-
ent values for medical benefits are lower than market values, reduction in the poverty rate for
the elderly was less than that occurring under the market value approach. Using this approach the
poverty rate for the elderly after noncash benefits are valued was 9.5 percent for 1979, about

INo statistically significant difference exists between the 45-percent increase and the
52-percent increase which includes medical benefits.
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Table E. Poverty Rates for Persons, by Valuation Technique by Selected Characteristics: 1982 and 1979

Poverty
Official Market | Recipient budget
Year and characteristic poverty value value share
definition approach1 approac_:h1 .approachl
1982
Al PErSONS et ttititeeeeennensennennennennannns 15.0 10.0 12.7 12.5
white........................;........................ 12.0 8.3 10.3 10,2
B]ack................................................. 35.6 21.5 29.3 28,7
SpPanish origin...eseeeeeeenens.. cecesecassenesee ceevas 29.9 20.5 26.1 25.5
Children under 6 years L 23.8 17.2 21.2 20,6
Children 6 to 17 years I 20.9 14.0 17.6 17.2
Persons age 65 years and OVel e ieteoonessoncoscennnenad 14.6 3.5 9.3 9.6
Persons in families, L0 2 13.6 9.1 11.5 11.3
Persons in married-couple familieS....eeeeen.nn. .. o 8.9 6.4 7.5 1.5
Persons in families maintained by women, no husband | -
L | 40.6 24.8 33.9 32.7
Unrelated individuals.eeeeeennnnenennnenennnennnnno, 23.1 14,7 19.6 19.7
MBS e eeeeeereneneeeeeerosesacncorenennnns cesesaned -18.8 14.9 17.2 17.5
Females. e treiiiiiitiitienieinenrnnnnnnrenennnnnnn 26.6 14.5 21.5 21.6
1979

AT PerSONS .t eiiitte ettt iiretereeeae e cened 11,7 6.8 9.0 9.1
Nhite.........1;...................................... 9.0 - 5.6 7.1 7.2
B]ack.....................;........................... 31.0 14.9 22.2 22.1
Spanish origin..............,..........;.............. 21.8 12.0 16.6 16.3
Children under 6 years L 1 P 18.2 11.3 14.5 14,2
Children 6 t0 17 years 0ldeeeeeivececeeencnnnnnn.. cees 15.6 8.7 11.8 11.6
Persons age 65 years and OVEl e eeeecesnooccnsaonnsoaanssd 15,2 4.3 9.5 9.8
Persons in families, 110 10.2 5.7 7.7 1.7
Persons in married-couple familieS.ieeenneeeennnanad 6.1 3.9 4.8 4.9

Persons in families maintained by women, no husband ‘
phesent........;................................... 34.9 16.6 25.2 24.5

“Unrelated TNdividuals.eiveeneeeenneneeenoeonennoeenns. 21.9 13.5 18.1 18.5

' MaleS et tttieeieittetiennearenoecencnnnnsnssennnd 16.9 12.9 15.1 15.3
Females...covnieenenennrnnnnnn. vivensa ceescesarsenas 26.0 14.0 20.6 21.0

{

expenditures.

| INoncash benefit values include all food, housing, and medical benefits with institutional

38 percent below the official 15.2 .percent rate, but considerablyrhigher than the 4.3 percent ob-

The trend in poverty during 1979 to 1982 as measured u
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rate for the elderly was reduced from 15.2 percent to 13.4 percent using the combined value of
food and housing and to 9.8 percent after counting all medical benefits.

Including noncash benefits at their poverty budget share value also shows a different trend in
poverty during 1979 to 1982 than indicated by the official statistics. The poverty rate increased
by 35 percent during this period if only food and housing benefits are counted and by 37 percent
if food, housing, and all medical benefits are counted at their poverty budget share value. As
noted ear11er, the official poverty rate based on money income alone increased by 28 percent
during this period. .

RECEIPT OF NONCASH BENEFITS AND AVERAGE NONCASH BENEFIT VALUES
J

An examination of changes in the poverty rate during 1979 to 1982 has shown higher rates of
increase after counting the value of noncash benefits than indicated by the official measure.
These differences could have been caused by a number of factors. First, the proportion of the
. poverty population receiving noncash benefits may have declined. Second, the average value of the
benefits for this group may have declined relative to changes in the Consumer Price Index, the
measure used to adjust the poverty levels annually. Third, the composition of the poverty popula-
tion may have changed, making noncash benefits less effective in reducing poverty. The data shown
in table F provide some insight into these changes,

Overall, the proportions of unrelated individuals below the poverty level receiving noncash
benefits were slightly lower in 1982 than 1979, and there is some evidence that the proportion of
families was also slightly less.

Declines in the proportion of two-person families with a householder 65 years old and over
(about 3 percentage points) and in the proportion of unrelated individuals age 65 and over (about
5 percentage points) below the poverty level was a second factor affecting the rates of change in

Table F. Percent of Poor Families and Unrelated Individuals Receiving Noncash Benefits and Mean Market Value of Noncash
Characteristics: 1979 and 1982

(1982 Constant Dollars)

Percent of Poor Mean market value
Percent of Poor | Receiving Benefits . of benefits
Characteristic :
Dif- Dif-
fer- fer- Percent
1982 | 1979 |ence 1982 | 1979 | ence 1982 1979 | Change
FAMILIES

Totaleeeeeneeoesncosscanesss | 100.0 [100.0 | (X) 81.4 [ 83.1 ] -1.7 | $3,330 | $3,715 -10.4
2-person families, householder

under 65 YyEarS.ecesesssaseeseses | 23.5| 22.2 | 1.3 65.3|63.5| 1.8 2,526 | 2,686 -6.0
2-person families, householder ' :

65 years 01d Or OVelr.eeveveeeoss 9,0 12.0{-3.0] - 96.1197.1|-1.0§ 4,155 3,544 17.2
3-person familieS..ceeeeeeeneesea | 22.8 | 20.2 | 2.6 78.4 |184.0} -5.6 | 3,138 | 3,297 -4.8
4-person familieS.eeseeesocnonees 18.8 | 19.4 ] -0.6 84,1 183.7}1 0.4 3,041 3,512 -13.4
5-person familieS..ceeeeeseseeses | 12.8 | 12,2 | 0.6 88.0191.0| -3.0] 3,201} 4,000 -20.0
6-person familieS...cceeeeeeccnes 6.8 6.3 1 0.5 93.7 {92.7| 1.0} 3,812} 4,805 -20.7
7-or-more-person familieS........ 6.4 7.7 {-1.3 96.2 193.6| 2.6 5,219 ]| 6,118 -14.7

UNRELATED INDIVIDUALS

Totalieiieieeeeineeeeneasss | 100.0 {200.0 | (X) 55.9160.2{-4.3| 2,626 2,342 12
Under age 65....cc0vevveveceeeess | 64.8 [ 60.0 ] 4.8 34.335.,2|-0.9¢ 2,281 | 2,278 0.
65 years and over........cce00...| 35.2 | 40.0 ] -4.8 95,7 197.6] -1.9| 2,854 | 2,376 20

—

X Not applicable.
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poverty rates. Both of these groups had relatively low poverty levels in 1979 ($3,472 and $4,364,
respectively, compared to $7,386 for 4-person families) and almost all received noncash benefits
in the form of Medicare and/or Medicaid. In 1979, for example, the average market values of
medical benefits for these groups were $1,560 for unrelated individuals 65 years old and over and
$2,430 for the two-person families. Since these values are large in relation to the poverty
levels, they tend to have a large effect on estimates of poverty when combined with cash income
for purposes of measuring poverty status.

It appears that the most important factor Teading to higher rates of increase in poverty after
valuation of noncash benefits was the small increases in average noncash benefit values over the
4-year period relative to the 33 percent increase in consumer prices. Overall, the average market
value of noncash benefits received by families below the poverty level, $3,330 in 1982, was 10
percent lower, in real terms, than the average for 1979. Groups shown in table F posting in-
creases in average benefits significantly greater than the rise in prices were families with aged
householder, aged unrelated individuals, and total unrelated indivdiuals. This can be attributed
to the increases in average market values for Medicare and Medicaid. Table B-5 of Appendix B
shows that the average Medicare market value for the aged increased by 61 percent, from $930 to
$1,500. Average market values for the aged and disabled under Medicaid shown in tables B-6 and
B-7, increased by 60 percent and 45 percent, respectively. In contrast, average Medicaid market
values for adults, 21 to 64 years old, and for children rose by only 16 and 14 percent,
respectively. . .

Average market values for food benefits received by poor families declined slightly from
$1,350 in 1979 to $1,300 in 1982. The average market value for the public housing subsidy was
about 26 percent lower in 1982 than in 1979, dropping from $2,390 to $1,760, in real terms.

POVERTY BEFORE AND AFTER CASH AND NONCASH BENEFITS

The cumulative effect of cash assistance programs and noncash benefit programs on the poverty -
population is summarized in table G for families and unrelated individuals for 1979 and 1982. The
detailed tables contain similar data for these two groups by selected characteristics.

~ If neither cash assistance nor the value of noncash benefits are considered, 10.0 million fam-
ilies, about 16.8 percent, would have been classified as poor in 1979 compared to 12.0 million,
19.6 percent in 1982, After counting Social Security benefits the number of poor families de-
clines-to 6.1 million in 1979, 8.0 million in 1982, Means-tested cash benefits lower the number

the number of poor families ranging from 4.9 million to 6.2 million.

The mean poverty deficit for families was $4,910 (in 1982 constant dollars) before any cash or
noncash benefits were counted in 1979. This compares to a mean deficit of $5,120 for 1982. This
amount is a measure of difference between the poverty level and the incomes of families below the
poverty level. The mean deficit based on the official poverty definition was $3,900 in 1982, up 9
percent over 1979, while the deficits after valuing noncash benefits showed no significant change
between 1979 and 1982, . ‘

Also shown in table G are the mean amount of benefits received in excess of the poverty level.
This has been computed for poor families whose income rises above the poverty level based on a
specified benefit value. The mean amount in excess of the poverty level was $4,290 for all cash
transfers in 1982, virtually unchanged from the 1979 level in real terms. Most of this excess
accummulated from Social Security benefits. The mean amount of noncash benefits in excess of the

$840 and $2,630. It should be noted that neither the cash nor the noncash benefit programs are
designed to provide benefits that bring family income from below the poverty line to the poverty
line. The table has been included only to show the relative importance and effects of the current
benefit and recipient levels. .

The lower portion of table G shows similar data for unrelated individuals, 30 percent of whom
were age 65 and over in 1979. An analysis of the figures for this group shows that in 1979 Social
--Security-benefits—-alone reduce¢‘the?pretransfer?poverty=Tate“by=?6‘pé?Cehf, from 36.77to 23.5
percent. A similar reduction occurred in 1982, from 37.8 to 24.0 percent. Other cash transfers,
in this case largely Supplemental Security Income, reduce the rate to the official level of 21.9
percent for 1979, 23.1 percent in 1982. The value of noncash benefits lowered the poverty rate
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to between 13.5 and 18.5 percent in 1979 and between 14.7 and 19.7 percent -in 1982, aepending
upon -the valuation approach.

LIMITATIONS OF THE STUDY

There are many conceptual and empirical problems associated with the procedures used to value
noncash benefits and include these values for purposes of measuring the poverty population, Limi-
tations of the valuation techniques themselves are discussed separately in the sections describing
each procedure. While Technical Paper No. 50 discussed many of these limitations in detail,
nevertheless, it is important to outline some of the major problems here.

The major conceptual issue related directly to the procedures described in this study is the
use of poverty thresholds based on relationships between food requirements, cash expenditures for
food, and cash income. Some experts have stated that changing the income measure used to deter-
mine poverty by adding the value of noncash benefits requires changing the poverty definition as
well to reflect both cash income and noncash benefits. They believe that accounting for noncash
benefits would alter the food to income ratio and therefore the food multiplier used to establish
the current poverty levels. The current definition of poverty was developed in 1964 when noncash
benefits were a very small part of low-income assistance programs and a much smaller portion of
the "total" income received by households at the middle and upper portions of the income distri-
bution. While the exact effect of these noncash benefits on the food-to-income ratio used to
derive the current poverty levels is unknown, most analysts agree that it would be small. Today,
the value of noncash benefits received by the poor exceeds that of cash assistance, and the value
of fringe benefits paid to employees by employers are much more important than in the mid-1960's.
The food-to-income ratio based on the value of cash income and the value of noncash benefits to-
day might be significantly higher or lower; however, such an update of the food-to-income ratio
would leave the poverty definition closer to a relative rather than an absolute measure. The
current poverty measure has. been called relatively-absolute- because it is based -on the average
proportion of income spent on food by all families and the expenditures needed to meet minimal
nutritional standards. A more detailed discussion of this issue is contained in Chapter 2 of the
earlier report.

The major empirical problems that were encountered in this research effort were the lack of a
more comprehensive data base from which to launch the study and underreporting of both cash income
and noncash benefits in the March CPS survey. First, the March CPS does not collect information
on all sources of noncash benefits. Data for some public noncash programs such as free or
reduced-price school breakfasts, the Women and Infants Care Program, and several smaller programs
for child nutrition, low-income energy assistance, etc., assisting the low-income population were
not included. Data covering all noncash benefits received by the low-income population have not
been collected because of constraints on interview time and questionnaire size. It should be
noted, however, that the value of the benefits covered in the March CPS represent over 90 percent
of the noncash benefits to the low-income population. Second, no data were collected on in-kind
assistance provided by private charities or other organizations. Third, the questions on the
March CPS were not specifically designed.for purposes of noncash valuation. The lack of detailed
information covering participation in the National School Lunch Program including amounts paid and
days of participation probably prevented a more accurate distribution of these benefits. Esti-
mating the value of subsidies for public or other low-rent housing was also difficult. Data from
. the Annual Housing Survey were used to assign market rents and subsidized rents paid to households
reporting residence in public and other subsidized rental housing. The lack of data on the "true"
market rent of the subsidized unit is probably the most serious problem in this area. As was the
case for all benefits except food stamps, no data were available on the number of months of parti-
cipation. All recipients were assigned amounts that reflect 12-month participation. This proce-
dure tended to distribute benefits evenly, thus overestimating the values for part-year partici-
pants and underestimating the values for full-year participants.

The second empirical problem is the underreporting of cash income and noncash benefits. This
is a common problem encountered in household surveys that attempt to collect these types of data.
The effect of underreporting is downward biased estimates of income and program participation and
overestimation of the extent of poverty. The magnitude of this problem is unknown. While income
underreporting is a serious problem in household surveys such as the March CPS, its effect on
measures of year-to-year change in levels of income and poverty is much less important because
year-to-year variations in underreporting are relatively small. Estimates of underreporting are
contained in Appendix F.
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Table G. Estimates of Families and Unrelated individuals Below the Pove
in Excess of Poverty Before and After Receipt of Cash and Non

(Numbers 1n thousands. Means in Constant 1982 Dollars)

rty Level, Mean Income Deficit, and Mean Benefits
cash Transfers: 1979 to 1982

Recipiency

Number below poverty

Poverty rate

. Differ- Percent
1982 1979 ence 1982 1979 change
FAMILIES
Before transfers..... tecesttrasnoae cestenen 12,024 | 10,012 2,012 19.6 16.8 16.7
After Social Security.ee,eno... Cetareeceese 8,008 6,087 1,921 13.0 10.2 27.5
After all cash transfersl..,,........ 000" 7,512 | 5,461 2,051 12.2 9.2 32.6
After all cash and noncash transfers :
Market value......... et vasenseensanees 4,904 3,075 1,829 8.0 5.2 53.8
Cash equivalent ValUe . ittt iininnennnnnn, 6,274 4,075 2,199 10.2 6.8 50.0
Poverty budget share..... tecsetentensenne 6,157 4,101 2,056 10.0. 6.9 44.9
UNRELATED INDIVIDUALS
Before transfers........................... 10,558 9,606 952 37.8 36.7 3.0
After Social Security...........m.......... 6,711 6,139 572 24,0 23.5 2.1
After all cash transfersl.................. 6,458 5,743 715 23.1 21.9 5.5
After all cash and noncash transfers :
R Market va]ue.....................;..... .| 4,094 3,537 557 14,7 13.5 8.9
Cash equivalent Value.osienennnnnnenss, 5,462 4,745 717 19.6 18.1 8.3
Poverty budget share........ cecessecnsess ] 5,506 4,830 676 19.7 18.5 6.5
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Table G. Estimates of Families and Unrelated Individuals Below the Poverty Level, Mean Income Deficit, and Mean Benefits
in Excess of Poverty Before and After Receipt of Cash and Noncash Transfers: 1979 to 1982—Continued

(Numbers in thousands. Means in Constant 1982 Dollars)

Mean income deficit

Mean amount in excess of
poverty level

Recipiency. »
Differ- Differ-
1982 1979 ence 1982 1979 ence
FAMILIES
Before transSferS..ceeseeeeeeoccescneees vees | $5,119 | $4,911 $208 (x) (X) (x)
After Social SeCuUrity..esecesecscessanaeasas| 5,060 4,938 122 | $4,509 | $4,476 $33
After all cash transferst..cieeeeeeecceanns 3,896 3,586 310 4,290 4,261 29
After all cash and noncash transfers
Market value..ceeeeess ceecses ceececsensane 3,227 3,241 -14 2,629 3,025 -396
Cash equivalent value...ceveevecsonnnns .o 3,207 3,125 82 893 1,174 -281
Poverty budget share....ecieveceeccscescs 3,159 3,082 77 841 1,025 -184
UNRELATED INDIVIDUALS
Before transferS..ececeecccccces tecesecnans .| 3,445 3,414 31 (X) (X) (X)
After Social Security...,.. cessesccsans eeee 2,483 2,360 123 ‘2,110 2,053 $57
After all ‘cash transfersi........ ...... e 2,113} . 1,987 126 2,050 1,972 78
After all cash and noncash transfers C
Market value..ceeeeeceecaens cestecercnnns 2,459 2,270 189 2,498 2,133 365
Cash equivalent value..... cecesssensessns 2,127 1,996 131 582 594 -12
Poverty budget share...eeeeeecececaes eees | 2,123 1,975 148 562 557 5

X Not applicable. '

1 cash transfers include Social Security, Supplemental Security Income, Aid to Families with
Dependent Children, and General Assistance.
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Table 1. Number of Persons Below The Pov_efty Level and Poverty Rate--Current Poverty
Definition and Alternative Methods of Valuing Noncash Benefits, by Selected
Characteristics: 1979 to 1982

(Numbers in thousands. Persons as of March of the following year. For meaning of symbols, see text)

Number below the poverty level
N . . Valuing food, housing, and
Valuing food and Valuing food, housing, and : :
housing benefits only all medical beneflts mifg't?tﬂﬁgggfgf' erf;““‘f;"sg
Year and characteristic : pel
Poverty Poverty Poverty
Current budget budget budget
poverty Market Recipient share Market Recipient share Market Recipient share
definition value value value value value value value value value
ALL PERSONS ) .
34 398 30 688 . 31 365 31 111 22 885 29 058 | - 28 713 23 563 29 407 28 720
31 822 27 932 28 651 28 317 20 500 26 500 26 175 21 046 26 784 26 175
29 272 26 042 25 633 25 602 17 706 23 512 23 299 18 221 - 23 895 23 209
26 072 21 698 22 270 22 409 15 099 . 20 152 20 184 15 696 20 478 20 186
RACE AND SPANISH
ORIGIN
White
1982 .. iiiiiiiiiiiiiiiienien, - 23 517 21280 - 21665 21 507 16 272 20 102 19 937 - 16 653 20 363 19 938
. 21 553 19 219 19 632 19 440 14 482 18 092 17936 | 14 767 18 286 17 936
19 699 17 381 17 727 17 689 12 728 16 257 16 151 12 997 16 503 16 151
17 214 ) 14 897 15 135 - 15 253 10 645 13 701 13 748 10 965 13 888 13 748
9 697 8 347 8 633 8 533 5 839 7 982 7 811 6 126 8 068 7817
9 173 . 7764 8 060 7 925 5 278 7 498 7 327 5 536 . 7579 7 327
8 579 6 767 7 006 7 004 4 291 6 404 6 289 4 525 . 6 529 6 289
8 050, 6 088 6 407 6 425 3 867 5 747 5 741 4 126 5 884 5 743
4 301 3 806 3917 3 867 2 949 3 755 3 673 3 029 3 780 3 673
3713 3 201 3 307 3 270 2 355 3 118 3 032 2 401 - 3137 3 032
3 491 2 923 3 014 2 990 2 069 2 785 2733 2111 2 829 2 733
2 921 2 328 2 398 2 416 1 606 2 214 2 185 1 668 2 234 2185
4977 4 472 4 597 4 535 3 587 4 423 4 297 3 649 4 431 4 297
4 555 3 964 4113 4 034 3 113 3 935 3818 3 160 3 949 3818
4 107 3 502 3 602 3 607 2 670 3 468 3 376 2722 3 482 3 376
3 521 2 870 2 973 2 983 2192 2 803 2 744 2 253 2 815 2 744
8 670 7 514 7 663 7 623 5 811 7 275 7121 5 982 7 320 7123
7 950 6 732 6 930 6 814 5 193 6 645 6 462 5 314 6 661 6 462
7 436 6 032 6 239 6179 4 334 5 900 5 726 4 452 5 940 5726
6 856 5 298 5 550 5 564 3 824 5 205 5125 3 934 5 251 5125
4 546 4 182 4 259 4 224 3 557 4122 4 053 3 613 4 143 4 054
4 329 3 932 4 015 3 978 3 359 3 876 3 842 3 407 3 884 3 842
3 818 3 429 3 482 3 484 2 868 3 370 3 337 2 902 3 386 3 337
3 366 2 883 2 925 2 947 2 381 2 800 2793 2 433 2 816 2794
8 031 7 178 7 344 7 272 6 011 7 033 6 897 6 124 7 069 6 899
7 010 6 170 6 304 6 249 5 156 6 057 5 958 5 236 6 075 5 958
6 242 5 319 5 456 5 438 4 311 5 224 5137 4 365 5 256 5137
4 949 4 106 4 227 4 253 321 4 000 3 993 3 348 4 023 3 993
— s 4423 .. 4048 _...4133| . 4151 ... 3006 . . 3607 . ....3874) . 3.153| _..3.877|. ... ._3.876
4125 3 787 3 859 3 883 2 755 3 560 3 629 2 870 3 623 3 629
3 799 3 405 3 460 3 530 2 489 3 146 3 296 2 611 3 232 3 296
3 697 3 304 3 353 3 415 2 399 3 039 3 150 2 527 3 097 3 150
3 294 3 368 3 306 912 2 399 2 471 1 043 2 566 247
3 347 3 430 3 360 924 2 427 2 466 1 059 2 5% 2 466
3 355 3 395 -3 364 1 034 2 405 2 427 1 169 2 600 2 427
3 237 3 242 3 248 1 033 2 304 2 378 1 200 2 476 2 379




Table 1. Number of Persons Below The Poverty Level and Poverty Rate--Current Poverty
Definition and Alternative Methods of Valuing Noncash Benefits, by Selected

«

Characteristics: 1979 to 1982—Con.
(Numbers in thousands. Persons as of March of the following year. For meaning of symbols, see text)
Poverty rate
. . . Valuing food, housing, and
Valuing food and Valuing food, housing, and : . '
housing benefits only all medical benefiis mi?\glt‘i:tz'ﬁgzgleg?' °x;t"d'"9
Year and characteristic penditures
Poverty Poverty Poverty
Current : budget budget o budget
poverty Market Recipient share Market Recipient share Market Recipient share
definition value value value value value value value value value
ALL PERSONS
15.0 13.4 13.7 13.6 10.0 12.7 125 103 12.8 125
14.0 123 12.6 125 9.0 1.7 15 ‘93 1.8 115
13.0 1.1 11.4 114 7.9 10.4 10.4 8.1 10.6 10.4
1.7 9.7 + 100 10.1 6.8 8.0 9.1 7.0 9.2 9.1
120 109 1.1 11.0 8.3 10.3 10.2 8.5 10.4 10.2
1.1 9.9 10.1 10.0 74 9.3 9.2 7.6 9.4 9.2
10.2 9.0 9.2 9.2 6.6 8.4 8.4 6.7 8.6 8.4
9.0 78 7.9 8.0 5.6 71 7.2 57 72| 7.2
5.6 30.7 31.7 314 215 29.3 28.7 225 29.6 28.7
4.2 28.8 30.0 28.5 18.7 278 27.3 wne 20.6 28.2 27.3
325 25.6 -28.5 26.5 16.2 24.2 238 171 24.7 238
31.0 23.5 247 24.8 149 22.2 221 15.9 227 221
Spanish Origin’ -
. 29.9 26.5 27.2 26.9 20.5 26.1 255 211 28.3 25.5
26.5 228 23.6 233 16.8 222 218 17.1 224 216
257 215 22.2 220 15.2 205 20.1 165 20.8 201
218 174 R 178 18.1 12.0 16.6 183 125 16.7 16.3
238 214 22.0 , 217 17.2 21.2 206 7.5 21.2 20.6
224 195 20.3 19.9 153 184 18.8 16.6 19.4 18.8
20.7 176 18.1 18.2 134 175 17.0 13.7 175 17.0
18.2 148 154 154 13 145 14.2 16 145 14.2
20.9 18.1 - 18.5 184 140 176 17.2 144 17.7 17.2
189 16.0 16.4 16.2 123 16.8 153 12.6 16.8 153
17.3 14.0 14.5 143 10.1 13.7 133 10.3 138 133
156 12.0 126 126 8.7 11.8 116 8.9 19 1.6
16.7 14.4 14.7 14.5 12.2 14.2 144 124 143 14.0
148 13.5 13.8 136 1.5 13.3 13.2 11.7 133 13.2
131 1.7 1.9 11.9 9.8 1.5 1.4 9.9 116 114
116 9.9 10.0 101 8.2 9.6 9.6 8.4 9.7 9.6
1.8 10.5 10.8 10.7 8.8 10.3 1041 9.0 10.4 10.1
10.6 9.3 9.5 9.5 7.8 '9.2 9.0 7.9 9.2 9.0
9.8 8.3 8.5 8.5 6.7 8.2 8.0 6.8 8.2 8.0
8.0 6.6 6.8 6.9 5.3 6.4 ‘6.4 54 6.5 6.4
10.0 9.2 9.4 9.4 6.8 8.6 8.8 71 8.8 8.8
8.3 8.6 8.7 8.8 6.2 8.1 8.2 6.5 8.2 8.2
8.6 7.7 78 8.0 5.6 71 75 5.9 7.3 75
84 7.5 7.6 7.7 54 6.9 74 5.7 7.0 71
146 12.8 13.1 128 3.5 9.3 9.6 4.1 10.0 9.6
163 133 13.6 13.3 37 9.6 9.8 4.2 103 98
16.7 13.6 13.8 13.6 42 9.7 9.8 4.7 105 9.8
16.2 134 134 134 43 9.5 9.8 5.0 10.2 98

'Persons of Spanish origin may be of any race.




Table 1. Number of Persons Below The Poverty Level and Poverty Rate--Current Poverty
Definition and Alternative Methods of Valuing Noncash Benefits, by Selected
Characteristics: 1979 to 1982—cCon.

(Numbers in thousands. Persons as of March of the following year. For meaning of symbols, see text)

2ncludes families with a male householder, no wife present, not shown separately.

Number below the poverty leve!
. . . Valuing food, housing, and
Valuing food and Valuing food, housing, and edical benefits, di
. housing benefits on all medical benefits medical benefits, excluding
Year and characteristic 9 ly institutional expenditures
Poverty. Poverty Poverty
Current budget budget budget
poverty Market Recipient share Market Recipient share Market Recipient share
definition value value value value value value value value value
FAMILY STATUS
in Families, Total?
27 349 24 144 24 665 24 438 18 273 23 019 22 631 18 809 23 219 22 638
24 850 21 491 22 074 21 764 16 085 20 533 20 218 16 500 20 717 20 216
22 601 18 968 19 477 19.379 13 553 18 038 17 723 13 814 18 281 17 723
19 964 16 070 16 604 16 668 11 258 15 056 15 006 11 6968 15 274 15 008
14 839 13 342 13 478 13 412 10 572 12 547 ) 12 534 10 762 12 647 .12 534
13 177 11 722 11 807 11 781 9 253 10 961 10 985 9 372 11 085 10 985
11 861 10 264 10 377 | - 10 381 7 826 9 578 9 597 7 948 9 745 9 597
10 074 8 644 8 743 8 772 6 471 7 895 8 002 6 613 8 010 8 002
In Familles With A Female
Householder, No Husband
Present .
1982 ....... 11 701 10 064 10 437 10 284 7 137 9 788 9 417 7 438 9 870 9 423
1981 ..... 11 051 9 214 9 710 9 428 6 437 9 071 8 710 6 718 9 122 8 710
10 120 8 183 8 572 8 470 5 316 7 965 7 645 5 535 8 039 7 645
9 400 6 988 7 425 7 458 4 473 6 772 6 607 4 741 ) 6 861 608
6 458 5 958 6 115 | 6 088 4 094 5 462 5 506 4 228 5 603 5 506
6 490 5 981 6 116 6 089 3 989 5 519 5 511 4 119 5 618 5 511
6 227 5 669 5 741 5 802 3 7983 5 064 5170 3 946 5 202 5170
5 743 5 280 5 314 5 389 3 537 . 4 745 4 830 3 696 4 853 4 830
2 347 223 2 269 2 282 1 863 2 146 2 182 . 1 808 2 174 2 182
2 239 2 150 2 181 2 184 1 749 207 2 071 1779 2 088 2 071
2 109 ) 2 010 2 025 -2 050 | 1 584 1 883 1911 1 623 1 914 1 911
1t 972 1875 1885 1 910 1 505 1762 1788 1 542 1779 1788
Female Unrelated . -
Individuals
4 110 3 728 3 847 3 805 223 3 316 3 324 2 320 -3 429 3 324
4 251 3 831 3 935 3 905 2 240 3 448 3 440 2 340 3 532 3 440
4 118 3 659 3 716 3 751 2 209 3 182 3 258 2 323 . 3288 3 258
3771 3 405 3 429 3 479 2 031 2 983 3 042 2 154 3 074 3 042
REGION
" Northeast
6 364 5 451 5 631 5 590 3 579 5 102 4 971 3 685 5 228 4 971
5 815 5 049 5 212 5 154 3 377 4 850 4 718 3 442 .4 887 4 718
5 369 4 456 4 613 4 567 2 609 4 135 4 032 2 683 4 226 4 032
5 058 3 932 4 095 4 127 2 299 3 640 3 607 2 443 3 684 3 607
7772 7 113 7 278 7 202 5 189 6 720 6 610 5 343 6 792 6 816
7 142 6 277 6 477 6 371 4 518 5 999 . 5 879 4 632 6 050 5 879
6 592 . 5 698 5 893 5 883 4 009 5 451 5 324 4 114 5 533 5 324
5 639 4 753 4 801 4 891 3 238 4 388 4 343 3 329 4 455 4 343
13 967 ' 12 507 12 705 12611} © ' 9588 11 841 11 854 9 867 11 961 11 854
13 256 11 675 11 893 11 813 8 906 10 956 10 985 . 9 247 11 123 10 885
12 353 10 498 10 693 10 684 7 783 9 859 9 882 8 058 10 037 9 882
11 098 9 248 9 467 9 558 6 772 8 620 8 753 7 073 8 814 8 754.
6 296 ’ 5 617 5 752 5 707 4 528 5 395 5279 4 569 5 426 5 280
5 609 4 931 5 069’ 4 980 3 699 4 696 4 594 3 725 4 724 4 594
4 958 ‘4 391 4 434 4 467 3 305 4 066 4 062 3 366 4 100 4 062
4 276 3 765 3 808 3 833 2 789 3 504 3 482 2 851 3 524 3 482




Table 1. Number of Persons Below The Poverty Level and Poverty Rate--Current Poverty
Definition and Alternative Methods of Valuing Noncash Benefits, by Selected
Characteristics: 1979 to 1982—Con.

(Numbers in thousands. Persons as of March of the following year. For meaning of symbols, see text)

Poverty rate
. ' . . Valuing food, housing, and
Valuing food and Valuing food, housing, and . ' » €
housing benefits only ail medical beneffis m.ed'ﬁa'fbe"fms' e";“‘d'"g
Year and characteristic Institutional expenditures
Poverty . Poverty . Poverty
Current budget budget budget
poverty Market Recipient share Market Recipient share Market Recipient share
definition value | - value value value value value value value value
FAMILY STATUS
in Famiiies, Total?
13.6 120 12.3 12.2 9.1 1.5 113 9.4 116 1.3
125 10.8 11 110 8.1 103 10.2 8.3 10.4 10.2
11.5 9.6 9.9 9.8 6.9 9.2 9.0 71 9.3 9.0
10.2 8.2 8.5 8.5 5.7 77 77 6.0 7.8 7.7
8.9 8.0 8.1 8.1 6.4 7.5 75 6.5 76 75
8.0 741 7.2 7.2 56 6.7 6.7 57 6.7 6.7
7.2 6.2 6.3 6.3 48 58 58 4.8 59 58
6.1 53 53 53 3.9 4.8 4.9 4.0 4.9 4.9
In Familles With A Female
Householder, No Husband
Present
1982 ..ttt .40.6 36.2 24.8 33.9 32.7
1981 ....... 38.7 ‘ 32.2 34.0 33.0 225 317 30.5 235 31.9 30.5
1980 ....... 36.7 29.7 311 30.7 19.3 28.9 27.7 20.1 29.2 27.7
1979 oo 34.9 276 16.6 25.2 255
All Unrelated Individuais
1982 . 231 21.4 1 14.7 96 |- 19.7 20.1 9.7
23.4 21.6 2 14.4 19.9 19.9 14.9 203 19.9
22.9 20.9 21.2 21.4 14.0 18.7 19.1 14.5 19.2 19.1
1 20.2 135 8.1 18.5 8.5
18.8 17.9 8.2 18.3 149 2 17.5 153 17.4 175
18.1 17.4 17.6 17.7 141 16.8 16.8 14.4 16.9 16.8
17.4 16.6 16.7 16.9 131 15.5 15.8 13.4 15.8 15.8
16.9 16.1 6.2 16.4 129 1 153 13.2 1 15.3
Female Unrelated
Indlviduals
26.6 24.2 24.9 247 145 215 21.6 15.0 222 21.6
217 24.9 25.6 254 14.6 225 224 15.2 23.0 22.4
274 24.4 24.7 