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PREFACE

Section 823 of the Education Amendments of 1974 (PL 93-380)
requires a thorough study of the manner in which the
relative measure of poverty for use in the financial
assistance program, authorized by Title I of the Elementary
and Secondary Education Act of 1965, may be more accurately
and currently developed.

That financial assistance program is administered by the Commissioner
of Education, through the Office of Education, Department of Health, Edu-
cation, and Welfare. An important feature is the use of a formula pre-
scribed by Section 103 of the Elementary and Secondary Education Act for
the annual distribution of Federal funds to school districts. A signifi-
cant factor in the formula is the number of school-age children 5 to 17 in
poor families within each school district. The measure of poverty which
is used, and which is the subject of the study mandated by Section 823, .
is the Federal government's official statistical definition of poverty
(also known as the Orshansky, OMB, Census Bureau, or Social Security pov-
erty lines).

Other work related to poverty measurement has been called for in re-
cent legislative acts. In the Comprehensive Employment and Training Act,
the Secretary of Labor is directed to develop and maintain comprehensive
household budget data at different levels of living, including a "level
of adequacy." Any such review of the level of adequacy must necessarily
be closely related to measures of poverty. The Housing and Community De-
velopment Act of 1974 gives the Secretary of HUD authority to adjust the
poverty measure to reflect local variations in the cost of living. The
Conference Report accompanying it directs the Secretary to develop or ob-
tain data with respect to the "extent of poverty" by metropolitan areas
and to submit such data to the Congress as part of a March 31, 1977,
report.

Because of the broad scope of the subject matter, coverage of the
study of the measure of poverty mandated by Section 823 of the Education
Amendments of 1974 was extended to include implications of the study find-
ings for the poverty-related programs of all affected Federal departments
and agencies. The Title I program of the Elementary and Secondary Educa-
tion Act was given the most detailed treatment, to meet the legislatively-
nandated specifications for the study as well as to serve as a primary
2xample of application of the concepts of poverty measurement to Federal
orograms. The findings of the study are published in a report entitled,
"The Measure of Poverty." An important objective of the study was full
i1scussion and documentation of the major elements of currently applied
and potentially usable poverty measures. Material containing essential
supporting documentation for the study was assembled as technical papers.
fhese have been written to stand alone as complete technical treatments
>f specific subjects.




The study was performed under the direct guidance of a Poverty

- Studies Task Force of the Subcommittee on the Education of the Disadvan-
taged and Minorities, Federal Inter-Agency Committee on Education. Tech-
nical papers were prepared at the request of, under the direction of, and
subject to review by the Task Force members. Some papers are primarily
the work of one or two persons; these are attributed to their authors.
Others result from the collective input of Task Force members or advisors
and no specific attribution is given except to the Task Force as a whole.

The following listings show members of the Poverty Studies Task
Force by appropriate Federal departments and agencies, and the titles and

authors of the technical papers.

This report contains Technical Paper XVII, The Sensitivity of the In-
cidence of Poverty to Different Measures of Income: School-Aged Children
and Families. This paper was produced for the Poverty Studies Task Force
by Richard D. Coe, Greg J. Duncan, F. Thomas Juster, and James N. Morgan
at the Survey Research Center, Institute for Social Research, The University

of Michigan.
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TECHNICAL PAPER XVII

THE SENSITIVITY OF THE INCIDENCE OF POVERTY TO DIFFERENT MEASURES
OF INCOME: SCHOOL-AGED CHILDREN AND FAMILIES

ABSTRACT

This study is a two-part analysis aimed at determining what differ-
ences occur in the incidence of poverty when different definitions of in-
come are employed and when the time frame of analysis is changed. The
first part of the analysis concentrates on school-aged children, while
the second part studies families. The study is based on data from the
Survey Research Center's Panel Study of Income Dynamics, for the years
1968-1972. For the analyses of school-aged children, all children in
the panel between the ages of 5 and 18 (inclusive) in the spring of 1972
were counted, resulting in a sample of 5,834 children. This definition
of school-aged children differs slightly from that employed by the Bureau
of Census, which defines a school-aged child as between the ages of 5 and
17 (inclusive). For the family analysis those families in 1972 which in-
cluded a male head from 1968, a female head from 1968, or the wife of a
male head in 1968 were counted. In effect, splitoff families formed by
children leaving the original family were excluded from the analysis..
This was necessary because five-year measures of poverty are difficult to
apply to new families. The result was a sample size of 4,010 families.
Because of this selective filtering, the sarple for the family analysis
is not a representative cross section of the entire population since
it undercounts families with young heads.

In general, adjustments to annual family money income to account for
certain costs of receiving income (namely, the payment of Federal individ-—
dual income taxes and Social Security taxes) and for certain nonmoney com-—
ponents of income (food stamps, free housing and food, and the imputed
rent of home owners) result in little change in the rank ordering in eco-
nomic status of families and children. This is so despite the progressive
nature of the Federal individual income tax. However, substantial changes
occur in the incidence of poverty. Fewer families and children are poor
when the adjustments are made. Elderly families benefit from their large
amounts of imputed rent, while food stamps lift a significant number of
children out of poverty. The results show that the incidence of poverty
is higher for children than for families, by all measures. This is be-
cause families with more children are disproportionately poor, independent
of race, and disproportionately black, a group which is more likely to be

poor independent of family size.

Although adjustments to annual money ‘income can change a family's
economic position, especially in moving it out of the poverty classifi-
cation, the time period covered appears to be a more influential factor.
Overall, the incidence of five-year poverty as opposed to one-year pov-—
erty is lower for both families and children —- by about 18 percent for



both groups. But, when these net figures are examined in greater detail,
even more substantial changes are discovered. For exanmple, 34 percent of -
the children who were poor when income was measured on an annual basis
were not poor when money income was measured over a five-year period.

On the other hand, 20 percent of the children who were poor by the
longer-run measure were not poor by the annual measure. These changes
are not distributed evenly across all demographic groups. Children in
black families and in families with poorly-educated heads, who are dis-
proportionately poor by the annual measure, are even worse off when a
five-year measure is used, while whites and the better—educated, who are
relatively unaffected by poverty in the short run, are even better off

in the long run. .As a result of this, both race and education are more
powerful determinants of long—run poverty than of short-run poverty, with
race being especially-influential for children. One group of families
who were disproportionately poor in the short run, but benefited somewhat
by a longer time horizon were families with female heads. Although un-
married and with young children and thus more prone to poverty in a
particular year, female heads are less likely to remain poor for longer
periods of time.

A crude assessment of the effects of changing the measure of poverty
on the relative number counted as poor in different subnational areas was
attempted. The results are inconclusive. The correlations between dif-
ferent measures for 16 region-by-city size areas appear sufficiently high
to indicate that the allocation of funds would probably not be signifi-
cantly affected by examining subnational areas. However, still smaller
areas might differ more in their relative mix of large families versus.
other poor or single families, or in the amount of instability of income
from year to year, so that this tentative conclusion should be interpre-
ted cautiously.

The policy implications of the results of this study can be sum-
marized as follows:

1. Viewing poverty over a longer time horizon worsens the position
of black families and families with poorly-educated heads, while im-
proving the position of white families, families with better-educated
heads, and female-headed families. This result has special significance
for the Title I program. While the differential effects of extending the
time period of analysis may not be critical in determining the allocation
of emergency help enabling families to eat or pay rent, they may be of
great importance in providing funds for programs directed at offsetting
the effects of persistent poverty, such as compensating for an inade-
guate home environment through extra help in school.
2. Food stamps have a substantial effect on the incidence of poverty
among school-aged children, enabling 15.7 percent of the children who were
poor after other adjustments were made to family money income to move above
the poverty line. This is especially important in regard to the allocation
of Title I program funds, which are specifically aimed at this group.




3. In determining the rank order in the economic status of families,
Federal taxes have little effect, despite the progressive nature of the
individual income tax. Subtracting Federal taxes from family money in-
come results in a slight increase in the incidence of poverty, with the
effect being uniformly distributed across var ious demographic groups.

4. Adding asset income in the form of imouted rental income to
home owners significantly improves the economic position of the elderly.
However, some care must be taken in interpreting this result. Many of
the elderly are overhoused, and the large imputed rental income does not
help buy food or medical care which may be needed immediately.

5. A brief examination of subnational areas produced inconclusive
results. Further research is needed to indicate whether the use of dif-
ferent measures of poverty would have much effect on the relative numbers

of poor in small geographic areas.



INTRODUCTION AND SUMMARY OF RESULTS
INTRODUCTION

When considering the allocation of funds to geographical areas, or
the improvement of eligibility rules for income maintenance or other sub-
sidized programs, or even the assessment of trends in economic well-being
for subgroups or subareas, it is appropriate to reexamine periodically the
definition and measurement of poverty. Even if it is impossible to use
the most precise or sophisticated definition in practice, it is useful to
know how well the simpler and more available measures relate to the more
expanded measures one might consider.

The congruence among various measures can be assessed in several
ways. First, one can look at the simple correlations between the measures
for individuals and for families. These correlations will show how well
one can predict the level of economic well-being (or whether in poverty)
of an individual or family for one measure if one knows the level (or whe-
ther in poverty) for some other measure. A second way is to see whether
the relationship between poverty and other variables, particularly those
reflecting policy options or easily ascertainable demographic character-
istics such as age, sex, and race, depends on how poverty is defined.
Third, one can test the sensitivity for different geographic areas, of
models that use information concerning the proportion of the same subgroup
classified as poor by another definition. If various poverty definitions
apply differently across demographic groups, and geographic areas vary
widely in demographic composition, subarea estimates of the number of poor
might be badly distorted by using an inadequate definition of poverty.

DEFINITION OF POVERTY

When the Federal government first began in 1964 to organize a con-
certed attack on poverty in the United States, the official poverty
threshold was established as total annual money income below $3000 for a
family and below $1500 for unrelated individuals. It has been argued
that major improvements to this definition could come from: 1) relating
income to an estimate of need based more fully on family size and age-sex
composition, 2) adding nonmoney components of income to money income,
and subtracting certain costs of receiving income, and 3) lengthening
the time period over which income is measured to longer than one year.
In 1965 the Bureau of Census began to publish data based on an improved
poverty definition which related income to an estimate of need based on
family size and age—-sex composition.

PROCEDURE

This study analyzes the effect of incorporating other adjustments to
the measure of income used to determine the economic status and the inci-
dence of poverty of both families and school-aged children. Certain non-
money components of income, such as the amount saved on food stamps and




the imputed rent enjoyed by home owners, are added to family money in-
come, while certain costs of earning income, namely the amount of Federal
individual income taxes and Social Security taxes, are subtracted. The
measures are then calculated for the one-year period 1971 and for the
five-year period 1967-1971 in order to discover what differences result
from lengthening the time horizon.

RESULTS

The results provide some interesting insights. On an annual basis,
there is an extremely high correlation between the different definitions
of income across the entire population of families and of school-aged
children. Families and children who are relatively better off when fam-
ily money income is used as the income measure are also relatively better
off when adjustments are made to money income to arrive at an improved
estimate of economic well-being. Conversely, families which are rela-
tively worse off by the most basic definition are also relatively worse
off when an expanded measure is used, with the exception of elderly fami- -
lies which generally have large amounts of inputed rent as. a result of
owning their homes. As would be expected, given the high correlations be-
tween alternative definitions, demographic characteristics exhibit the
same degree of association with the various measures, with the educational
level of the head of the family having the strongest association.

Adjustments to the income measure are much more important to an
analysis of the incidence of poverty than to an analysis of income levels.
The most notable change is that many fewer families and school-aged chil-
dren are in poverty after the adjustments are made. Poor people are still
relatively worse off compared to other families after adjusting money in-
come, but the position of many is improved enough to move them over the
unchanging poverty threshold. Thus, approximately 29 percent of all fam—
ilies and school-aged children who were in poverty in 1971 according to
the official poverty definition were not in poverty under a broader defi-
nition of income, with food stamps having a significant effect on the sta-
tus of children. It was also found that when school-aged children were
analyzed, the incidence of poverty was greater for all income measures,
indicating that poverty is a more pervasive phenomenon among individuals
than among families. Families with more children are more likely to be
poor, thus increasing the incidence of poverty among children. More im-
portantly, families with large numbers of children are more likely to be
black, and blacks are more likely to be poor. These two factors result
in race being a much more powerful influence in determining the annual
poverty status of school-aged children than of all families.

While the costs of receiving income and the nonmoney components of
income can change a family's economic position, especially in moving it
out of poverty, the effect of changing the measurement period is much
more crucial. The correlations across all families and all children are
still high between the annual measures and the five-year measures, but
are lower than the correlations among the annual measures themselves.
However, the principal effect of time shows up in assessing the incidence



of poverty. Overall, a longer time horizon reduces the incidence of pov-
erty — by 17 percent for children and 19.3 percent for families. But
these net figures hide even more substantial changes in the position of
families and children. Thirty-four percent of the school-aged children
who were poor by the official annual definition of poverty were not poor
when family money income was averaged over five years. On the other hand, .
20.4 percent of the children who were poor by the longer-run measures
were not poor by the annual measure. These changes were not distributed
evenly across all demographic groups. Children in black families and in
families with poorly-educated heads, who were disproportionately poor by
the annual measure, were even worse off when a five-year measure was
used. These groups, if they were able to escape poverty, could do so
only temporarily. On the other hand, white families and families with
better educated heads, two groups which were relatively unaffected by
poverty in the short run, were even better off in the long run. A longer
time horizon also improved the situation of families with unmarried fe-
male heads, although this group was still disproportionately poor in
both the short and long run. As a result of these differential effects
of changing the measurement period, both race and education are more
powerful determinants of long-run poverty than of short-run poverty,
while sex-marital status is relatively less important.

As mentioned earlier, it is also of interest to determine if the
relationship between the various measures of income found for the nation
as a whole hold when smaller geographical areas are analyzed. One way
to test this is to estimate the proportion poor under one definition of
income from knowledge concerning the proportion poor under a different
definition of income. In order for the results to differ, the alterna-
tive definition must make more difference to some demographic groups than
to others, and the distributions of these groups must also vary widely
from one area to another. Given the complex and clustered nature of the
sample initially and the skewed distribution by county resulting from geo-
graphical mobility over time, the smallest areas that were appropriate to

~analyze the relationship between the various measures were 16 subareas

which combined region and size of largest city in the local area. The re-
sults are mixed. For the annual measures the estimates for the nation as
a whole and for the 16 subareas did not differ to any degree. However,
there is some indication that if a five-year measure of total family in-
come were obtained, one could better estimate the propertion poor under a
more comprehensive five-year measure for smaller geographical areas than
for the nation as a whole. This could be a result of the power of the
race variable in determining long-run poverty, combined with the fact that
the distribution of black families is concentrated in large metropolitan
areas and in the rural South.




THE SENSITIVITY OF THE INCIDENCE OF POVERTY AMONG SCHOOL-AGED
CHILDREN TO DIFFERENT MEASURES OF INCOME

INTRODUCTION

In attempting to determine the extent of poverty among the population
the definition of poverty is crucial. Such definitions consist of two parts

-- a definition of income and a definition of needs. In 1964 Mollie Orshansky
of the Social Security Administration, with assistance from the Bureau of the

Census, developed the definition of poverty which was adopted in 1969 by the
Office of Management and Budget as the official Federal poverty measure.
Total annual family money income was selected as the measure of income,:

and as a definition of needs a standard based on the "Economy Food Plan"
developed by the Department of Agriculture was selected. (At 1975 midyear
prices, an approximation of this standard would be $1800 plus $800 per per-

son, or $5000 for a family of four.) Total annual family money income is the

sum of all money income, including both public and private transfer income,
received by all members of the family unit in a given year. If the measure
is less than the minimum needs standard of the family for a given year,

the family (and all individuals in the family) are classified as poor.

Both the income measure and the needs standard employed in the official
Federal definition have been the subject of criticism. The needs standard
has been criticized as being based on a diet which is not nutritionally
adequate when followed reqularly (and which requires an unrealistic degree
of expertise in food management in order to meet minimum nutritional levels
even if the requisite money is available) and from not adequately accounting
for the differential impact of inflation across different sectors of the
economy. The income measure is deficient, some say, because it fails to
account for nonmoney income that certain families enjoy, such as rent-free
housing provided as part of a job. A family with low money income may be
able comfortably to meet its minimum-needs if it does not have to pay for
its housing, but may still be classified as poor by the official definition
of poverty. On the other hand, the official income definition is a gross,
rather than a net, measure as it fails to account for certain costs that
individuals incur in receiving their money income, such as taxes, child
care costs, and commuting costs. A family may earn an adequate amount of
income to cover basic needs, but if a portion of that income must go to
pay Federal, state, and local taxes, the family may not actually be able
to meet those needs. The official definition, however, would not count
the family as poor.

The annual measure of income used under the official definition has also

been criticized as an inaccurate determinant of a family's "true" economic
status. Over a person's lifetime he can expect to average a particular
level of income each year. However, in any given year, the person's
actual income may deviate quite substantially from his normal level of
income. Part of these deviations can be accounted for by life-cycle ef-
fects on income. Young people, for example, may experience a low level



of annual income as they obtain their education or acquire experience on
their jobs, but often can expect much higher income in the future. The
reverse pattern in income levels is generally true for elderly people. In
short, annual income is not sufficiently broad to differentiate among in-
dividuals situated at various stages of the life cycle. The deviations in
the normal level of income can also be the result of pure random fluctua-
tions in annual income because of temporary unemployment, illness, or ex-
traordinary business losses or gains. In order to capture the life-cycle
effects and the random fluctuations to arrive at an accurate determina-
tion of a family's normal economic status, the time horizon would have to
be extended over a longer period than a single year.

While this is an interesting theoretical issue, its real importance
arises in attempting to allocate funds for government programs aimed at
helping the needy. What areas should be helped, which individuals should
qualify? Clearly the answer depends on what kind of problem the program
is aimed at alleviating. 1In allocating emergency help enabling families
to eat and pay rent, a short-run measure of income would be more appropri-,
ate, but if the program is directed toward offsetting the effects of per- ¢
sistent poverty, for example by compensating for an inadequate home envi-
ronment through extra help at school, a longer-run measure of income may
be more suitable.

This study concentrates on the effect of incorporating some aspects .
of these various criticisms of the official income measure in determining .-

the incidence of poverty among school-aged children. Three different mea-

sures of income were calculated. Income I was total family money income
~— a measure equivalent to that used by the Bureau of Census. Income II
was then formed by subtracting from family money income one particular
cost of earning income - Federal individual income taxes —— and adding on
certain nonmoney components of income -- the value of free housing re-
ceived either as part of a job or from friends or relatives, and the net
imputed rent enjoyed by home owners. Another nonmoney component of in-
come — the amount saved on food stamps by the family -- was then added to
Income II to form Income III. These measures were all calculated for the
one-year period 1971. Then, in order to analyze the effects of extending
the time span over which income is neasured, both Incomes I and III were
averaged over the five-year period 1967-1971. To determine the economic
status of the survey individuals, these five measures were related to a
needs standard which was virtually equivalent to that used by the Bureau
of Census. Those school-aged children in families with income less than
needs for the different time periods were defined as in poverty under the
various measures. Finally, to focus on the persistence of poverty among
school~aged children, the years in which income was less than needs were
counted, for both Income I and Income III. (For a detailed description of
the needs standard and the different measures of income as well as a de-
scription of the other variables used in the analysis, see the Glossary.)




CORRELATIONS BETWEEN THE DIFFERENT MEASURES OF INCOME

The first question, then, is what difference do these various mea-
sures make in ascertalnlng the relative economic status of school-aged
children? An overview is provided by the correlations between these dif-
ferent measures, as given in Table 1. As can be seen, the correlations
>etween the various measures of annual income are quite high — greater
than .98 for all definitions of income, indicating that better than
)6 percent of the variance in one measure can be explained by differences
in another measure. . The correlation between f1ve~year average Income I
and five-year average Income III is likewise in excess of .98. The rela-
tionship between annual income and the annual 1ncome/heeds ratio is not
as strong as that between the annual measures of income, with the correla-
tion coefficients dropping to between .85 and .89. This reinforces the
>fficially-held position that income is not the sole determinant of eco-
romic well-being — family size is also crucial. The importance of time
in determining economic status is indicated by the further drop in the
coefficients when annual income is compared with the five—year measures
>f income/needs. In general, however, the high values of the correlation
coefficients for Income I, Income II and Income III when measured alone,
#hen related to needs, and when calculated for an annual or a five-year
time period, indicate that few differences arise as a result of the dif-
ferent definitions of income in determining the relative economic status
-of the entire population of school-aged children. This conclusion is fur-
ther confirmed by Tables 2-4 which give the distribution of school-aged
children by these various measures. No significant differences are appar-
rent when the different definitions bf income are used. However, it is
interesting to note from Tables 3 and 4 that average level of the Income
III/Needs ratios are lower than the average level of the Income I/Needs
ratios, implying that for school-aged children, the amount of Federal in-
come taxes taken out of gross family money income exceeds the amount of
nonmoney income, on the average. As will be seen, this result does not
hold for families of school-aged children who are in poverty, reflecting
the progressive nature of the Federal individual income tax.

INCOME AND FAMILY CHARACTERISTICS

What demographic characteristics are most important in explaining the
different levels of these measures for school-aged children? Because some
important demographic characteristics are interrelated, it is important
(and often difficult) to separate the independent influence of each of the
characteristics. For example, age of the head and the educational attain-
ment of the head may both be. important determinants of a family's relative
economic status —- families with poorly educated heads and with elderly
heads are both more likely to have a lower level of economic well- being.
However, elderly heads tend to have less education, thus resulting in
lower economic status, and age itself'may be of little independent impor-
tance. The independent power (as indicated by Beta ) of a selected set of
demographic variables in explaining differences in the levels of these



varjous measures for families with school-aged children is shown in

Table 5. (For an explanation of Beta , see the methodological note.) As
can be seen, the educational level of the head is by far the dominant de-
terminant, as might be expected given the powerful influence of education
in the labor market. The effect of education is even more pronounced in
the longer run measures than in the annual measures, indicating that even
highly educated people may experience temporary slumps, and vice-versa.

The race variable is particularly interesting. Its effect on one-year
money income is extremely low; it is slightly more powerful in explaining
differences in five-year average rnoney income, but still ranks low in im—
portance compared to the other demographic variables. However, when fam-
ily size is taken into account in determining income/needs, the relative
(and absolute) importance of race increases. This increase is especially
marked when a five-year time perspective is taken. This is the result of

a two-fold process. Black families have a higher number of school-aged
children, on the average, than white families. Black families comprise
10.4 percent of the families (Table 16), but 15.2 percent of all school-
aged children are in black families. White families, on the other hand,
account for .86.9 percent of the families, but only 80.1 percent of the
school-aged children. This average higher number of children would sys—
tematically give black families a higher need standard than white families.
Moreover, black families with school-aged children have consistently lower
incomes than white families. This shows up in the power of the race vari-
able in explaining the number of years in poverty. It is the most powerful:
variable, even outranking education. These two factors result in race
being a more powerful predictor of income/needs than of income, and a more
powerful predictor of long-run measures than of annual measures.

THE INCIDENCE OF POVERTY

The discussion so far has examined the relationship of the different
measures of income to the determination of the economic status of all
school-aged children. Although a large degree of uniformity was found in
employing the different definitions of income across the entire population
of school-aged children, it is possible that significant differences oc-
cur at the lower end of the income distributrion which are being swamped
by a great degree of similarity at the higher end of the income distribu—
tion. Because of this, it is important to analyze separately the effect
of the different measures of income on the count and composition of
school-aged children in poverty. And as shown by Table 6, the income
measure does make a difference in determining whether a school-aged child
is in poverty. Some children who are in poverty by one measure of income
are not in poverty when another measure is used, as indicated by the cor-
relation coefficients of less than 1.00 between the different measures of
poverty. (A correlation coefficient of 1.00 would mean that all children
who were in poverty by one defipition would be in poverty by another def-
inition, and all children who ‘were not in poverty by one definition would
not be in poverty by another definition.) This result is not surprising,
especially when comparing the different annual measures of income. Adding
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the amount saved on food stamps to family income, for example, should lift
some children above the poverty line. The lower correlations between the
annual measures and the five-year measures suggest that time may have a
more significant effect on changing the poverty status of school-aged
children than any of the adjustments to the annual measures of income.

These tentative conclusions can be examined in greater detail with
the help of Table 7, which gives the unadjusted and adjusted proportions
of school-aged children in poverty for different demographic groups and
for different measures of income. The unadjusted proportions are the per-
cent of children in the particular demographic group who were in poverty
using a particular definition of income. The adjusted proportions iso-—
late the influence of a particular demographic characteristic in order to
give a better idea of the pure effect of that characteristic, a process
similar to that described in attempting to determine what demographic
characteristics were most -important in explaining differences in the eco-
nomic status of school—aged children. An illustration of how this adjust-
ment works may be helpful. Table 7 shows that 39.6 percent of children in
black families were in poverty using Income I as the income measure, and
46.8 percent of children in families with a head who had less than five .
grades of education were likewise in poverty. These two groups are un-
doubtedly interrelated — many black families are also poorly educated.
The adjusted proportions account for this interrelationship and isolate
the pure effect of the race variable by assuming that black families
have the same distribution of educational attainment of the head as non-
black families, and then estimating the proportion of black school-aged
children who would be in poverty even if the heads of black families had
the same educational attainment as the heads of nonblack families. From
this estimate, then, it can be concluded that the low education of the
heads of black families is not the sole reason that black school-aged
children suffer from a disproportionately high incidence of poverty —-
some other factor (such as racial discrimination in the labor market,
lower quality of education for the same years of schooling, etc.) is
exerting a strong influence. '

Several points are illustrated by Table 7 concerning the incidence
of poverty among school-aged children. Under the most basic income mea-
sure — total family money income (Income I) -- 12.7 percent of all
school-aged children were in families which were in poverty in 1971, with
the incidence disproportionately high for children in black families, in
families with an unmarried female head, and in families with a poorly edu-
cated or a disabled head. When Federal income taxes were subtracted from
money income and certain nonmoney income components were added in to form
Income II, the percent of children in poverty falls to 10.7 percent — a
16 percent reduction. Thus, unlike the entire population of families
with school-aged children, for families of children in poverty the amount
of nonmoney income exceeds the amount of Federal individual income taxes
(on the average), illustrating the progressive nature of the Federal in-
come tax system. When another nonmoney component of income -— the net
value of food stamps — is added to Income II, the percent of school—-aged
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children in poverty falls by 15.7 percent, to 9.0 percent of all children.
This beneficial effect of food stamps appears to be concentrated on those
groups which have the highest incidence of poverty — blacks, the poorly
educated, the disabled, and the female-headed families.

When a five-year time perspective is taken, the overall incidence of
poverty among school-aged children falls, both when Income I and Income III
were used. However, this decrease is not evenly distributed across the
various demographic groups. Children in black families and in families
with a poorly educated head, two groups which were most heavily hit by pov-
erty when measured on an annual basis, were even harder hit when the time
horizon was lengthened. For example, 46.8 percent of the children in fami-
lies headed by a person with less than five grades of education were in
poverty when Income I was measured on an annual basis, while 52.7 percent
were in poverty when Income I was measured on a five-year basis. On the
other hand, 8.3 percent of the children in families headed by a person
with twelve grades of education were poor when Income I was measured in
1971, but this figure fell to 5.9 percent when a five-year measure was
used. The results are equally striking when the one-year and five-year
figures for blacks and whites are compared. Looking at the one-year and
five-year measures of Income I, the percent of black children in poverty
fell somewhat less in terms of absolute percentage points (1.7, compared
to 2.9 for whites) and much less in terms of percentage reduction (4.3
percent, compared to 38.2 percent for whites). These results are dramat-
ically reinforced by Table 9, which shows the distribution of school-aged
children by the number of years in poverty. With Income I as the income
measure, over one-fifth of the black children (21.9 percent) were in pov-
erty all. five years, while only 1.3 percent of the white children were.
Viewed in another light, only 38.4 percent of the black children were able
to avoid poverty in each of the five years, while 85.4 percent of the
white children were out of poverty in each of the five years.

While viewing poverty over a longer time period worsens the position
of blacks and the poorly educated, it does improve somewhat the position
of one group of children who were disproportionately poor on an annual
basis — children in families with an unmarried female head, the propor-
tion poor under Income I falling from .347 on an annual basis to .286 on
a five-year basis. This drop probably resulted from some of the unmarried
female heads in 1971 being married at some time in the previous years, and
thus having a higher income in those years. That higher income would be
included in the five-year average income, thus improving the longer run
position of children in these families relative to their annual position.

POVERTY AND FAMILY CHARACTERISTICS

In attempting to discover which family characteristics are most im-
portant in explaining why school-aged children are in poverty, ‘the re-
sults discussed above are further strengthened, -as seen in Table 10.

On an annual basis, race and sex-marital status of the head of the family
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stand out as the most powerful predictors of poverty for school-aged chil-
dren, with education of the head also important. When a five-year measure
of poverty is used, sex-marital status loses some of its relative and abso-
lute power, while both race and education increase in explanatory power.

In other words, race and education are more powerful variables in determin-
ing the long-run poverty status of school-aged children than they are in
determining the short-run status, a result which follows from the discus-
sion of the differential effects of lengthening the time period on the in-
cidence of poverty among certain subgroups of the population. Primarily
because of the increased power of these two variables, the overall power

of all the variables is greater in explaining long-run poverty than short-
run poverty, as seen by the higher R for the long-run measures. Referring
back to Table 5, it can be seen that race and education are even more pow-
erful in explaining the number of years in poverty for school-aged chil-
dren, with race once again being the single most important factor.

From the above discussion two points emerge: 1) in determining the
relative economic status of the entire population of school-aged children,
few differences arise when different income measures are utilized; however,
2) when examining the incidence of poverty among school-aged children,
substantial differences can occur when different definitions of income are
used. This latter point can be seen directly from Table 11. This table
gives the percent of children in poverty by one definition of income who
were not in poverty by a different definition of income. For example,
illustrating a point made earlier, 15.7 percent of the children who were
poor when Income II was used as the income measure were not poor when food
stamps were added to form Income III. The results for annual income mea-—
sures compared with five-year income feasures are particularly interesting,
for they show a large amount of change in the poverty status of school-
aged children. Of the 12.7 percent of the children who were in poverty by
the most basic income measure -— annual Income I ~- 47.5 percent were not
in poverty by the broadest measure of.income — five-year average In-
come III. This amounts to 6.0 percent of all school-aged children being
differently classified as in poverty or not. But the change works both
ways. Of the 8.5 percent of the children who were in poverty by the broad-
est measure, 21.2 percent (equal to 1.8 percent of all school-aged
children) were not in poverty when annual Income I was used as the income
measure. These classification differences illustrate the importance of se-
lecting the appropriate definition of poverty in attempting to determine
the incidence of poverty among school-aged children.

SUBNATIONAL AREAS

. The above results indicate that across the national population of
school-aged children some difficulties would arise in attempting to esti-
mate the proportion of school-aged children in poverty by one definition
of income if it were known what proportion were in poverty by another def-
inition. Because the Bureau of Census gathers extensive data for only .
one of the income measures (Income I), it is important to attempt to
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pinpoint the estimation problems in going to an expanded definition of
income. It is possible that estimation problems stem primarily from dif-
ferences across subnational areas. For instance, it is conceivable that
if the proportion poor under Income I were known for each county in the
United States, the proportion poor under another measure of income could
more accurately be predicted than the results for the nation as a whole
indicate. 1In an attempt to get some idea how likely this is, the sample
of school-aged children was grouped into 16 subareas based on region of
the country and the size of the largest city in the local area (generally,
the county). The proportions of children in these subareas who were in
poverty under the different measures of income were then correlated. The
results are shown in Table 12, and a comparison with Table 6 provides
mixed support for the idea that for subnational areas it may be possible
to better estimate the proportions poor under broader measures than that
employed by the Bureau of Census.

Although the figures in the two tables are not exactly conparable
due to the downward bias introduced in Table 6 by the use of the 0-1
whether—-in-poverty variable, it seems clear from the near equivalence of
- the correlations between the annual measures for the two tables that no _
accuracy is gained in predicting the proportion poor under alternative an-
nual measures of poverty if one looks at subnational geographical areas .
rather than the nation as a whole. However, the longer run measure of In-
come I correlates very highly with the longer run measure of Income III
for smaller geographical areas (r = .983). For subnational areas, more
that the nation as a whole, the differences in income concepts are appar-—
ently factors that affect families with children in one year or another,
but not so continuously that they reduce the correlations over longer
periods. This holds out some hope that if information.on the official
measures were collected for subnational areas over a longer time period,
the proportions poor under more expanded definitions of income could be
more accurately estimated.
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THE SENSITIVITY OF THE INCIDENCE OF POVERTY AMONG FAMILIES
TO DIFFERENT MEASURES OF INCOME

.

INTRODUCTION

The previous section discussed the sensitivity of the relative eco-
nomic status and the incidence of poverty of school-aged children. Fam-
ilies with no school-aged children were excluded fromn the analysis; the
families not excluded were weighted by the number of school-aged children
-in the family. This section examines the sensitivity of the relative eco-
nomic status and the incidence of poverty of all families, independent of
the number of school-aged children in the family. In discussing the gen-
eral findings, special attention will be given to significant similarities
and differences from the results found for school-aded children.

Before beginning, the differences in income measures used in the
family analysis and those used in the children analysis should be noted.
Total family money income --— Income I -- was used in both analyses. In
the family analysis, both Federal individual income taxes and Federal
Social Security taxes were subtracted from Income I to form Income IV.
There is no comparable income measure in the school-aged children anal-
ysis. To form Income V, the same nonmoney income components were added
to Income IV as were included in Incomes II and III used in the children
analysis. As a result, the only difference between Income III and Income
V is that Social Security taxes were subtracted from Income V and not In-
come III. Because the results of the family analysis indicate that the
effect of Social Security taxes is virtually uniform across the popula-
tion, comparisons between the results for Income III in the school-aged
children analysis and the results for Income V in the family analysis
should isolate the effect of changing the unit of analysis. It should
also be noted that the same time intervals and the same needs standard
were used in both analyses. ’

CORRELATIONS BETWEEN THE DIFFERENT MEASURES OF INCOME

The first question, then, is what differences occur from using the
different measures of income in determining the relative economic status
of the survey families? The correlations between the different measures
of annual income are extremely high, as shown in Table 13 -- the coeffi-
cients drop somewhat, but still remain quite high, when the annual income
measures are correlated with the five-year measures -- ranging around .92.
The different five-year measures are all highly correlated — .99 or above.
When annual income is compared to an annual income/needs ratio the correla-—
tions drop noticeably —- to around .83. These lower coefficients indicate
the importance of family size in determining the relative economic status
of families -- families with the same money income can have widely differ-
ing income/needs ratios due to difference in family size. When annual in-
come is related to five-year income/needs ratios, the correlations drop
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even further. The relationship is stronger between annual income/needs
and five-year income/needs, but the fact that the relative economic posi-
tion of families can change greatly over time is still apparent. There ap-
pears to be little difference in whether Incomes I, IV, or V are used in
forming either the annual income/needs measures or the five-year in-
come/needs measures, for the correlations between these measures for a
given time period are all very -high —- .98 or greater. Thus, while it ap-
pears that family size and the income measurement period have substantial
effects on the relative economic status of families, adjusting money income
for certain costs of earning income and for certain nonmoney income com-
ponents of income has little overall effect on the relative economic status
of families.

A comparison between Table 1 and Table 13 will show whether any sig-
nificant differences arise in these correlations if families are weighted
by the number of school-aged children in the family. There appear to be
none. The one-year and five-year income measures are somewhat more highly
correlated with the one-year and five-year income/needs measures in the
analysis of children than in the family analysis. This probably results
from the decreased variance in family size due to the elimination of all
families without school-aged children in the children analysis. The cor-
relations between the different income and income/needs measures and the
number of years in poverty measures are also slightly higher for families
with school-aged children than for all families, indicating that the pover-
ty status of families with school-aged children may be more stable than
that of all families. Overall, however, the results are notably similar.

INCOME AND FAMILY CHARACTERISTICS

Another clue to the relation between the various measures of economic
status is provided by the strength of association of the measures with var-
ious demographic variables, as shown in Tables 14 and 15. 1In general, '
there is a large degree of uniformity across the various measures of in-
come, income/needs, and the number of years income is less than needs. The
- labor force status and education variables of both the head and the wife
are the most important explanatory variables for virtually all of the mea-
sures. Since education and occupation are jointly the prime determinants
of labor earnings, the major component of most families' income, the re-
sults are hardly surprising. These variables are less strongly associated
with income/needs than with income alone, indicating that they are less in-
fluential in determining family size than the level of income. It should
be noted that results for the variables relating to the wife should be
interpreted with care, for they measure a combination of effects. For exam-
ple, the apparent power of the wife's education in accounting for differ-
ences in all of the measures is a combination of the effects of education
in the job market, of the selective mating patterns of the sexes and of
the mere presence of a wife. One category for this variable is "no wife,"
and this captures both the effect of the lower incomes of female-headed
families (partially due to the lower wages received by women workers) and
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the effect of the generally lower incomes of families with no p05510111ty
of a second income earner.

Although there is an overall high level of uniformity across the var-
ious measures, there are some meaningful differences. Education of the
head is more strongly associated with the longer-run measures than with
the annual measures, 1nd1cat1ng the importance of education in determining
a family's normal economic status. Of perhaps greater interest are the
different levels of association of the race variable with the different
measures. Race has an extremely low association with annual income mea-
sures. Its relative explanatory power increases when annual income is ad-
Justed for family size, and becomes even more powerful when the time span
is lengthened, ranking just behind the education and labor force status
variables. This would suggest that race plays a significant role in deter-
mining a family's long-run economic status. This point is further evi-
denced by the association between race and the number of years in poverty,
indicating that race is hlghly associated with the persistence of poverty
among families.

While these levels of association provide valuable information in de-
termining what factors influence a family's relative economic status, they
tend to incorporate the effects of more than one variable, thus making it
difficult to ascertain the independent effect of a particular demograpnic
variable, unencumbered by the influence of other variables. The explana-
tory power of a selected subset of variables, adjusted for the effects of
other dermographic factors, are presented in Table 18. 1In order to allow
for comparability with the results found in the school-aged children analy-
sis, the income measures used were those used in the analysis of children.
As would be expectred from previous results, education of the head of the
family is the dominant factor in explaining differences in all of the mea-
sures, both short-run and long-run, with the long-run explanatory power
being somewhat greater. The sex-marital status of the head is crucial in
determining the level of money income of the family, illustrating the ef-
fect of having a second income earner available in the family. But when
income is adjusted for family size the relative importance of this vari-
able decreases —- the significance of having a second income earner is
probably neutralized to a degree as a result of these families being larg-
er and, thus, having greater needs. Age of the head is a consistently
powerful variable in explaining differences in the level of income and in-
come/needs, demonstrating the life-cycle effects of both income and family
size. However, age is the least important variable in explaining differ-
ences in the number of years in poverty. Apparently, when other factors
such as education and disability are taken into account, poverty is like-
ly to be equally persistent across all age groups. The changing power of
the race variable is also of importance. Race is the least important
variable in explaining differences in the level of income and
income/needs, both in the short and long run. However, in explaining dif-
ferences in the persistence of poverty, race becomes one of the most im-
portant explanatory variables. This would-indicate that after taking
other factors into account race may not be critical in determining the
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level of the different measures, but it is crucial in determining the sta-
bility of those measures. A similar pattern of change in relative explan-
atory importance is exhibited by the disability variable.

Comparing the results in Table 18 with those presented in Table 5
provides some interesting insights into the differences in determining the
economic status of school-aged childrten and the economic status of all
families. While education of the head maintains its dominant position in
explaining differences in all of the measures except the number of years
in poverty, race is a much more dominant factor in explaining differences
in the level of income/needs, especially five-year average income/needs,
for families with school-aged children than for all families. What this
says in effect is that while five-year income/needs ratios are roughly
equally distributed across white and black families (after taking account
of other factors) when all families are observed, when families without
school-aged children are eliminated from the analysis and the remaining .
families are weighted by the number of school-aged children in the family,
. the distribution of income/needs ratios becomes much less evenly distrib-
uted across black and white families. This is probably the result of two
factors: 1) a proportionately larger number of poor white families being
eliminated from the analysis than poor black families (for example, older
families, which are disproportionately poor, are also disproportionately
white); and 2) larger families, which are both disproportionately poor
and disproportionately black, being counted more heavily in the school-
aged children analysis. This result is also indicated by a compar ison. of
the population of the two racial groups in poverty in the two analyses
(from Tables 7 and 20). When five-year average Income I is used as the
income measure, 24.9 percent of all black families are in poverty, while
37.9 percent of black school-aged children were in poverty.. Conversely,
5.0 percent of all white families were in poverty, while only 4.7 percent
of white school-aged children were in poverty.

Another important difference between the results in Table 18 and
those in Table 5 is the effect of the age variable. In explaining dif-
ferences in income/needs ratios for all families, age is the second most
powerful variable. However, it is the least powerful variable in ex-
plaining differences in income/needs ratios for families with school-aged
children. This result is easily understandable. In the school-aged chil-
dren analysis the life-cycle effects of family size have been virtually
eliminated by the exclusion of most elderly families, and along with it
the life-cycle effect of income.

THE INCIDENCE OF POVERTY .

Thus far attention has been focused on determining the relative eco-
nomic status of families across the whole range of values for the various
measures. In general, a high degree of uniformity has been observed for
the different measures of income and the different time periods. The is—
sue now is whether the use of these different concepts results in any
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significant differences in the incidence of poverty among the entire pop-
ulation and within different subgroups of the population. Table 20 pro-
vides the answer. Using the most basic income measure — total annual
family money income (Income I) -- 8.8 percent of the survey families were
in poverty in 1971. As expected, blacks, the elderly, unmarried females,
the uneducated, and the disabled were especially disadvantaged. when Fed-
eral taxes were subtracted frem money income (Income 1V), the proportion
of families poor increased to 9.2 percent, an increase that appears to be
uniformly distributed across all subgroups of the population. When non-
money income components were added to money income, the effect of sub-
tracting Federal taxes was swamped. The overall incidence of poverty fell
to 6.3 percent. Virtually all subgroups of the population shared in this
reduction, with elderly families experiencing a marked decrease in pov-
erty, due primarily to their generally large amounts of imputed rent from
their mostly mortgage-free homes. (The same result can be seen for farm-
ers, although some caution is required because of the small number of

farm families in the sample. However, this result is reinforced by the
reduction in the proportion of families in poverty which resided in coun—
ties in which the largest.city had a population of less than 10,000.)

The proportion of female—headed families falling into poverty is also sig—
nificantly reduced when nonmoney components of income are included in the
income measure, a result probably caused by two different effects: first,
many female-headed families are older widows who have large amounts -of im-
puted rent; second, many families with younger female heads often have
children and, consequently, are more likely to receive substantial amounts
of food stamps which could lift them above the poverty line.

Lengthening the time horizon also has a substantial effect on the.
overall incidence of poverty among the survey families. Wwhen five-year
average money income is used instead of annual money income, the propor-=
tion of families in poverty decreases by 19.3 percent. The decrease is
somewhat less (15.9 percent) when Income V is used as the income measure,
indicating the greater stability of imputed rent as a component of income.
when the most basic income measure (annual Income 1) is compared to the
most- comprehensive income measure (five—year average Income V), the re-
sults are dramatic — the overall incidence of poverty was reduced by a
full 40 percent.

It was observed in the school-aged children analysis that certain
subgroups of the population (namely blacks and the poorly educated) who
suffered a high incidence of poverty when measured on an annual basis
were actually in a relatively worse position when the time period was
lengthened. This result also appears in Table 20. For example, using In-
come V as the income measure, when the time horizon was extended, the per-—
cent of white families poor fell from 4.5 percent to 3.0 percent. For =~
blacks, however, the percent actually increased —— from 20.4 percent to
23.0 percent. Thus, whites are not only less likely to be poor than
blacks, but if poor are more likely to be only temporarily poor. Similar
results occurred for families headed by individuals with less than five
grades of education. (This group overlaps to a degree with black
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families, thus some similarity is to be expected.) While race and educa-
tion are no doubt important determinants of long-run poverty, it is possi-
ble that the increases in the proportions poor of these groups when the
time span is lengthened is due somewhat to the recent expansion of .the

food stamp program. With the 1970 liberalization of the food stamp eli-
gibility requirements, many poor families must have received larger amounts
of food stamp benefits in 1971 than in the first three years of the five-
year income measures. If the food stamp program had not been expanded,

it is possible that as many of the black and the poorly educated families
would have been poor in 1971 as over the entire five-year period. The fact
that the proportion of black families in poverty did not increase in the
long run when just money income was used lends some support to this expla-
nation. However, for the poorly educated, the proportion poor increased
when the time horizon was extended even when food stamps were not con-
sidered. : ‘

It is of interest to note that the incidence of poverty is higher
among schoolaged children than among all families, as a comparison of
Table 20 and Table 7 reveals. For example, 8.8 percent of all families
were in poverty in 1971 under Income I, while 12.7 percent of all school-
aged children were in poverty under the same measure. This is a result of
two factors. Families with more children are more likely to be in poverty
as a consequence of their higher need standard. These can be seen from
the figures in Table 20 for the variable "Number of Children Aged 0-17 in
the Household." Furthermore, large families are disproportionately black,
and black families as disproportionately poor.

POVERTY AND FAMILY CHARACTERISTICS

Earlier, demographic factors which were most important in explaining
differences in the level of the various measures across all levels of the
measures were examined. Are these factors equally important in determining
whether a family is in poverty or not? The answer can be found by comparing
Table 22 with Table 18. Education of the head remains the most powerful
variable in explaining whether a family is in poverty on an annual basis,
and is even more powerful in explaining long-run poverty. Age of head,
which was relatively very powerful in explaining differences in the level
of the various income/needs measures, is the least powerful variable in
predicting whether a family is in poverty. As mentioned earlier, once
other factors are taken into account, it appears that the incidence of
poverty is evenly distributed across all age groups. This result is a bit
puzzling, given the relatively high incidence of poverty among older fam-
ilies. A probable explanation is that the disability of the head variable
is capturing much of the power of the age variable in explaining why fam-
ilies are in poverty, but not in explaining the level of the income/needs
‘ratios. Once disabilities are taken into account, older people are more
likely to have lower income/needs ratios than middle-aged people, but not
so low as to fall into poverty. It is only when a disability is added to
the age handicap that older families are likely to fall into poverty.
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Thus, it resulted that disability of the head is a relatively powerful pre-
dictor of poverty, but not of the level of the income/needs, while the re-
verse is true for age. A check of the age distribution of disabled heads
adds further support to this possibility. Of the disabled heads, 44.7 per-
cent were over the age of 64, while 48.9 percent of the heads over the age
of 64 were disabled. (These figures illustrate the problems which arise
when people are asked directly whether they are disabled. The question was
meant to concentrate on disabilities which limited the labor force partici-
pation of the respondent. Thus disabilities of individuals over the age of
64 were meant for the most part to be excluded, for these people would gen-
erally not be active in the labor market, even if healthy. It appears that
the question was less than successful in achieving this objective.

The results for the race and sex-marital status variables confirm ear-
lier conclusions. While race is a relatively (and surprisingly) low pre-
dictor of annual poverty, its absolute and relative power increases when a
five-year average income measure is used and when the number of years in
poverty are counted. In short, race is strongly associated with the per-
sistence of poverty. Sex-marital status, on the other hand, is a better
predictor of annual poverty than longer-run poverty, indicating the impor-
tance of family composition change in the economic status of families over
a period of time.

When these results for all families are compared to the results ob—
tained in attempting to explain whether school-aged children are in pov-
erty, the race variable again provides the most significant difference, as
shown by a comparison of Table 22 with Table 10. Race alone is relatively
unimportant in predicting whether families are in poverty on-an annual
basis, but it is of crucial importance in determining whether school-aged
children are in poverty on an annual basis. And while race is-an important
explanatory variable of whether families are in poverty in the long run,
its relative and absolute importance is even more significant in explaining °
whether school-aged children are in poverty. The results support earlier
conclusions — black families, which are disproportionately poor to begin
with, have more school-aged children on the average than white families,
thus resulting in an even disproportionately larger percentage of black
children in poverty than white children.

The other point to note in comparing the results for school-aged chil-
dren and the results for families is that the disability of head, an impor-
tant explanatory variable for families, is not as powerful in predicting
whether school-aged children are in poverty. This is due partially to the
fact that disabled heads have fewer school-aged children on the average.

If it is true that in the family analysis the disability variable is cap-
turing to a large degree the effect of old age in predicting poverty, the
difference in the explanatory power of the disability variable in the two
analyses is even more understandable. There is little explanatory power of
the age variable to be captured by the disability variable in the school-
aged children analysis, since few school-aged children are in elderly fam—
ilies. ' -
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DATA BASE AND SAMPLE SIZE

This study is based on data from the Survey Research Center's (SRC)
Panel Study of Income Dynamics for the years 1968 to 1972. 1/ 1In 1968,
4,802 families, approximately one-third selected from low-income families
interviewed for the Survey of Economic Opportunity and the remainder from
a cross-section sample of families in the United States, were interviewed
by SRC. Each year thereafter these families were reinterviewed, as well
as splitoff families from the original 1968 families. In 1972 there were
5,060 families in the panel. Different weights were assigned to these
families in order to make the panel as a whole a representative cross
section of families in the United States.

For the school-aged children analysis (Tables 1-12), all children in
the panel between the ages of 5-18 (inclusive) in the spring of 1972 were
counted, resulting in a sample of 5,834 individuals. This definition of
school-aged children differs somewhat from that employed by the Bureau of
Census, which defines a school-aged child as between the ages of 5-17
(inclusive).

For the family analysis (Tables 13-22) only those families in 1972
which included a male head from 1968, a female head from 1968, or the wife
of a male head in 1968 were counted. In effect, splitoff families formed
by children leaving the original family were excluded from the analysis.
This resulted in a sample size of 4,010 families. Because of this selec—
tive filtering, the sample for the family analysis is not a representative
cross section of the entire population, as it undercounts families with
young heads.
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GLOSSARY

AMOUNT SAVED ON FOOD AT WORK/SCHOOL: The value of free meals received at
work or school, or the amount of savings if meals were obtained at reduced
cost. This value is based on the response to a direct question asked
during the interview. In 1968, the question was asked concerning only the
value of food received at work.

AMOUNT SAVED ON FOOD STAMPS: The difference between the amount families
paid for food stamps and the dollar value of food they could buy with

the stamps. :

CITY SIZE: The size of the largest city in the primary sampling unit in
which the family resides. A primary sampling unit is generally an
individual county; in more rural areas it includes a cluster of counties.

DISABILITIES:

A. DISABILITY OF HEAD: - Whether the head revorted a physical or nervous
condition which limited the kind or amount of work he could do. This

is in respons® to a direct question asked the respondents. In addition,
in 1968 and 1972 the respondents were asked the additional question,

"How much does it limit your work?" Respondents who replied that. they
had a disability, but whose answer to the second question indicated that
it put no limitation on their work, were not considered to have a
disability. These individuals composed 1.4 percent of the total sample

in 1968 and 1.2 percent in 1972. Such a screening procedure was not avail-

able for 1969-1971.

In the school-aged children analysis, different figures are shown for the
percentage of school-aged children in a family with a disabled head. 1In
Tables 2 and 3, 14.8 percent of the children were shown to be in families
with a disabled head. In Table 7 the figure was 11.5 percent. This re-
sulted from coding priority in the computer set-up, which placed children
who were in a family which had both the head and another (nonschool-aged
child). family member disabled in the category "Other Family Member Dis—
abled.” The difference in the figures indicates the 3.3 percent of the
children were in families which had both a disabled head and a disabled
other member of the family.

B. OTHER FAMILY MEMBER DISABLED: Whether a nonschool-aged child member
of the family other than head could not work or attend school or required
extra care. This is in response to a direct question asked the head in

1972.

C. SCHOOL-AGED CHILD OUT OF SCHOOL BECAUSE OF DISABILITY: Whether a
school-aged child could not attend school because of poor health. It

is in response to a direct question asked the head in 1972. It does not
include children who were institutionalized. As shown in Table 8, 0.3
percent of all school-aged childréen were in such a position. When

priority coding was used to obtain the results for Table 7 and 10, no
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children appeared in this category. This indicates that all the children
so disabled were in families which had either a disabled head or another
nonschool-aged child member of the family disabled.

D. SCHOOL-AGED CHILD REQUIRING EXTRA CARE BECAUSE OF DISABILITY: Whether
a school-aged child required a lot of extra care because of poor health,
but still was able to attend school. This is in response to a direct
guestion asked the head in 1972. As shown in Table 8, 2.1 percent of all
school-aged children required such care. When priority coding was used,
only 1.4 percent of the children were classified in this category (Table 7),
indicating that 0.7 percent of the children were disabled and were in a
family with either a disabled head and/or a disabled other family member.
other family member.

EDUCATION OF HEAD: The number of grades of school the head of the family
unit finished. A direct question was asked during the interview. The
vless than five grades" category includes respondents who answered
between 0-5 grades and those who could not read or write or had trouble
reading or writing. The "6 to 11 grades" category includes respondents
who answered between 6-11 grades and those who didn't know, but mentioned
that they could read or write. The "12 grades plus additional training"
category includes respondents who replied 12 grades or finished high
school and received additional non-academic training or went on to
college but received no degree. The "not ascertained" category includes

respondents who didn't know.

FDUCATION OF WIFE: The number of grades of school the wife of the head of
the family unit finished. This was the response to a direct question asked
of the head. The categories are the same as those for the education of
head variable, except that the respondents who didn't know were included

in the "no wife" category. This accounts for the difference in the per-
cent of families with no wife reported under the "occupation of wife"
variable and reported under the "education of wife" variable (32.5 percent
compared to 33.2 percent) .

FAMILY COMPOSITION CHANGE:

A. ONE-YEAR: The change in the head or wife of the household between 1971
and 1972. The "same head and wife" category includes those households which
had no change in family members or who had a change in members other than
head and/or wife. It includes those households with no wife in 1971 and

no change in head in 1972. The "head same, but change in wife" category
includes those households in which the head was the same in 1972 as in 1971,
but either the wife had left or died or the head had a new wife. The "female
who was head in 1971 still in household but new head" category includes those
houscholds which had a female head in 1971 who either married during the year
or whose husband was institutionalized in 1971 and returned to the household
(and thus became head) in 1972.

B. FIVE-YEAR: The change in the head or wife of the household between 1968
and 1972. The “same head and wife" category includes married couples in 1968
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who remained together for the entire five years. The "same head, male, with
no wife for entire five years" category includes male heads of the house-
hold who were single, widowed, divorced, or separated in 1968 and remained
that way for the entire five years. The "same head, female, with no husband
for entire five years" category includes female heads of the household who
were single, widowed, divorced, or separated in 1968 and remained that way
for the entire five years. The "single male head in 1968 who subsequently
married" category includes male heads who were single, widowed, divorced,
or separated in 1968 and who married in some year between 1969 and 1972.
The vast majority of these were married to the same woman in 1972 -- 70
out of 73 for a count taken on the entire panel. The "married male head

in 1968 whose wife left/died and male was single in 1972" category in-
cludes male heads who were together with their wives in 1968 and the

wife left or died in the next five years and the male had not remarried

by 1972. Those married male heads in 1968 who had remarried by 1972 com—
posed the "married male head in 1968 whose wife left/died and male was
married in 1972" category. “Female who had husband at any time during

five years, head in 1972" category includes two distinct groups. One is
females who were together with their husbands in 1968 and were subsequently
separated from their husbands (either by death or for personal reasons)

and were heads of the household in 1972. The other group is females who
were either single, widowed, divorced, or separated in 1968, subsequently
married, then separated from their husbands, and thus were heads of the
household in 1972. The "female who was once head of household, still in
household in 1972, but no longer head" category is also composed of two
distinct groups. One is females who were heads in 1968 and subsequently
married and remained married in 1972, or whose husbands returned to the
household by 1972. The other is females who were married and living with
their husbands in 1968, were subsequently separated from their husbands,
and then remarried by 1972.

FAMILY FEDERAL INDIVIDUAL INCOME TAXES: The sum of the estimated Federal
individual income taxes paid by the husband and wife and those paid by
other mermbers of the household. The estimates were based on taxable income
and number of exemptions (taking acount of those over 65 or blind), using
tables for single, married and head of household which incorporate the
average deductions from Statistics of Income.

IMPUTED RENT TO HOME OWNERS: Estimated value of the return on equity for

home owners. This estimate equalled six percent of net equity in owned homes.
Net equity was estimated by subtracting from the value of the house the remain-
ing mortgage principal.

INCOME I: Total family money income. Essentially, this is the sum of labor
money income, asset money income and transfer money income, both public and

private, for all family members. This is virtually equivalent to the Census
Bureau's definition of income.

INCOME II: Total family money income (Income 1) minus Federal individual

income taxes plus 1) imputed rent to home owners, 2) rent value of free
housing, and 3) amount saved on food at work/school.
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INCOME III: Income II plus the amount saved on food stanps.

INCOME IV: Total family money income (Income I) minus Federal individual
income taxes and Social Security taxes.

INCOME V: Income IV plus 1) imputed rental income to home owners, 2) rent
value of free housing, 3) amount saved on food stamps, and 4) amount saved
on food at work/school. Income V and Income III are identical except for
the fact that Social Security taxes have been subtracted from Income V and
not from Income III.

INCOME/NEEDS RATIO: The relevant income measure divided by the needs standard.
For the five-year measures, five-year average income was divided by five-year
average needs. -

LABOR FORCE STATUS AND OCCUPATION OF HEAD: The categories are mostly self-
explanatory. However, the occupations listed include heads who were actually
working in 1972 and those who were temporarily laid off. As a result, the
"unemployed" category does not include those were were temporarily laid off,
but rather other unemployed heads who were looking for a new job. The "miscel-
laneous" category includes, among others, heads who were in the armed forces.

NEEDS STANDARD: An estimate of the amount of income needed in order for a
family to escape poverty, as defined by the official poverty definition.
It is based on the economy food budget developed by the Department of Agri-
culture. (This is equal to .8 of the low-cost food budget, which was used
as the basis for creating the SRC needs standard variable.) 1In effect, it
takes into account differences in family size and the age-sex composition
of the family unit. It has been adjusted upward annually to take account
of inflation. In addition, the needs standard for farmers has been set

at 85 percent of the standard for non-farmers, the equivalence figure used
by the Census Bureau. With these adjustments, the needs standard used in
this study, and the resultant poverty threshold levels, should be a very
close approximation to the poverty threshold levels employed by the Census
Bureau.

OCCUPATION OF WIFE: The occupational categories used for the "labor force
status and occupation of head" variable have been collapsed for the "occupa-
tion of wife" variable, due to the small number of observations available for
some of the occupational categories. The "skilled white collar" category in-
cludes professional and technical workers, managers and officials, and self-
employed businesswomen. The "skilled blue collar"” category includes craftsmen,
foremen, and operatives. The "unskilled blue collar" category includes un-
skilled laborers, service workers, and farmers, as well as the miscellaneous
group.

REGIONAL-URBAN AREA: This is a variable which combines the four regions of
the nation (Northeast, North Central, South, and West) with four ranges of
the size of the largest city in the county where the family resides (500,000
or more, 100,000-499,999, 25,000-99,999, and 24,999 or less). The result is
16 geographical subareas in which families and children reside.
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RENT VALUE OF FREE HOUSING: The rental value of free housing supplied either
by friends or relatives or as part of a job. This figure was obtained pri-
marily from the answer to a direct question, "How much would it rent for if
it were rented?"

SCHOOL-AGED CHILDREN: A school-aged child in 1971 was defined as between the
ages of 5 and 18 in the spring of 1972. This differs slightly from the Bureau
of Census' definition of school-aged children for a particular year, which is a
child between the ages of 5 and 17 in the spring of the following year.

SEX-MARITAL STATUS OF HEAD: The composite variable was created in an attempt
to isolate some of the interdependent effects of the "sex of head" variable
and the "marital status of head" variable. The "unmarried female" category
includes female heads who were single, widowed, divorced, or separated in
1972. The "unmarried male" category includes male heads who were single,
widowed, divorced, or separated in 1972. The remaining families composed the
"married couple" category. :

SOCIAL SECURITY TAXES: An estimate of the amount of Social Security taxes
paid by all family members. Four separate tax payments were estimated for
each year — for non-self-employed heads, self-employed heads, wives, and
other income earners. For non-self-employed heads, the amount of Social
Security taxes paid each year was estimated by multiplying the appropriate
yearly tax rate by the variable "head's total labor income," and setting the
appropriate ceiling on the amount of the tax. For self-employed heads an
estimate of the Social Security tax base (net business income) was required,
since the capital and labor components of income to the head from his own
business are separated in the panel data. This estimate was made by sub-—
tracting from the taxable income of head and wife the wife's labor income,
the head's income from rent, interest and dividends, and the wife's income
from assets. To this base the appropriate tax rate (and ceiling) for self-
employed persons was applied. In estimating the tax paid by wives, the
assumption was made that all wives were not self-employed. The appropriate
tax rate (and ceiling) was then applied to the variable "wife's money in-
come from work." For other income receivers in the family unit, all were
assumed to be not self-employed. Because no distinction was made in the
data between the taxable labor income and the taxable asset income of

other income receivers, the entire taxable income of others in the family
unit was assumed to be subject to the Social Security tax. As a result,
the amount of Social Security taxes paid by others in the family unit was
estimated by applying the appropriate tax rate for non-self-employed
persons to the variable "taxable income of others in family unit." Fur-
thermore, the maximum amount of taxes paid by others was assumed to be the
maximum amount paid by one person in a year.
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METHODOLOGICAL NOTE
REGRESSION WITH CATEGORICAL PREDICTORS

A major goal of the social scientist is the explanation of individual
variations in socioeconomic condition. Statistically, the explanation takes
the form of estimating the portion of the original variation in a dependent
variable which can be attributed to the variation of an explanatory or pre-
dictor variable. For example, if we are interested in the variation of
wages, we might suppose that part of this variation is associated with vari-
ation in the job experience of the wage earner. 1f, for a particular sample,
the original variance in wages was ten, and the variance remaining after tak-
ing account of the variation in experience (by least-squares regression) were
eight, the percentage of the variation explained by experience is 20 percent
(10-8)/10 x 100.

The particular name applied to this fraction depends on the nature of
the predictor variable and on the complexity of the analysis. In the example
above, the 20 percent would be termed "R-squared" because the explanatory var-
iable was continuous and the analysis was simple. If we had used race, a cat-
egorical variable, instead of job experience and found (via analysis of variance)
that the variance of wage was reduced from ten to seven, the Eta-squared of
race in explaining wage would be 30 percent. The major reason for distinguish-
ing between R-squared and Eta-squared is not that their interpretations differ,
but rather that the statistical techniques used to estimate them differ.

When more complex analysis is performed, the need for additional measures
of explanatory power arises. Suppose in the above analysis that we wished to
use not only race as an explanatory variable of wage, but also the variable of
whether or not the wage earner finished high school. If we computed the Eta-
squared for each of these variables, we might find that the race variable
accounted for 30 percent of the variation in wages, and high school completion
accounted for 20 percent. The total portion of the variance explained by our
multivariate analysis, however, would not be 50 percent, but something less,
perhaps only 40 percent. The reason for this is that race and the completion
of high school are interrelated. Proportionately fewer blacks finish school
than whites. Hence, the variance explained by race and high school education
overlap, and the whole is less than the sum of the parts. The Eta-squared for
race incorporates both the explanatory power of race and some of the power of
education. In order to determine the unique power of race in explaining the
variation in wages, we need a statistic which adjusts for the interrelation
of race and education. Beta-squared is such a statistic. It measures the ex-
explanatory power of a predictor after the effects of all other included pre—
dictors which are related with it are taken into account. If a predictor were
not related to any other predictor included in the analysis, then its Beta-
squared would equal its Eta-squared.

The analogue to Beta-squared when continuous variables are employed is the
“normalized regression coefficient," or
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the number of standard units that y changes when x is changed by one standard

deviation. Both beta measures are approximatiuns of what is generally regarded

as the true marginal effect of a predictor, namely its partial R-squared with -
the dependent variable. The two will be identical when the correlation of ‘the :
dependent variable with the other predictors is as high as the correlation of ‘
the predictor in question with the other prediciors. If the latter is large,

beta will exaggerate the marginal power of the pradictor.

For interpreting the results of categorical-predictor multiple regression
(sometimes called dummy-variable regression), all th> reader needs to remember
is that Eta-squared measures the explanatory power of a single classification
set of subclasses, while Beta-squared measures the net power of that set in a
multivariate context. o

For those concerned with the loss of explanatory power in using a few
categories or classes instead of a numerical predictor, it should be pointed
out that even if the relationship were truly linear, the fraction of explana-
tory power still available using k classes instead of an infinite set of num-
bers is only (1- 2). With five subgroups of roughly equal size, one still C
has 96 percent as much potential explanatory power and with seven groups, 93 ‘
percent. In addition, if the relationship is nonlinear, one usually explains
and learns more with categorical predictors. 2/

Where the dependent variable is a dichotomy -- poor or not poor —— then
the use of ordinary multiple regression is in potential trouble from hetero-
scedasticity which may make significance tests nonconservative, and from pos-
sible predictions beyond the range of 0-1. With porportions that are not
extreme (near to zero of 100 percent) and with substantial sample sizes, how-
ever, neither of these is a major problem’and the use of probit or logit
analysis is unnecessary.

In any case, the usual tests of significance are not only not crucial in
this analysis, but run into difficulty because the usual stratification and
clustering of the sample are doubly compounded by differential sampling frac-
tions (oversampling the poor) and by analysis of individual children of school
age who are clustered in families. The "design effect" departures of sampling
variances from simple random, can be substantial. Fortunately, with substant-
ial samples almost anything large enough to be relevant for public policy is
also likely to be statistically significant.
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FOOTNOTES TO TECHNICAL PAPER XVII

1. This study is documented in Morgan, James N., A Pannel Study of
Income Dynamics; Study Design, Procedures, Available Data, 1968-1972.

2 Vols., Ann Arbor: Institute for Social Research, The University of
Michigan, 1972.

2. For further discussion, see Aigner, Goldberger, and Kalton,

"On the Explanatory Power of Dummy Variable Regression," International
Economic Review, Vol. 16, No. 2, June 1975.
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Table 2. Distribution of School-Aged Children by 1971 Income I and Five-Year
Average Income I, by Selected Demographic Groups

Percentage of
All
Demographic School-Aged Unadjusted Adjusted* 0- 2500- 5000- 7500~ 10,000~ 12,500~ 15,000
Group Children Mean Mean 2499 4999 7499 9999 12,499 14,999 Or More Total
TOTAL POPULATION 100.0%
1971 Income I $13,677 - 1.9 9.5 12.0 14.0 14.4 12.6 35.6 100.0%
Average Income I 12,911 _— 1.1 8.1 12.6 17.6 17.9 12.1 30.5 100.0
Race of Head
White 80.1
1971 Income I 14,708 13,941 1.0 6.6 10.0 13.0 14.9 13.8 40.7 100.0
*  Average Incame I 13,994 13,314 0.2 4.7 10.1 16.4 19.2 13.6 35.8 100.0
Black 15.2
1971 Income I 8,455 12,005 6.4 25.1 20.1 18.8 10.2 6.9 12.6 100.0
Average Income I 7,731 10,854 6.1 26.0 23.8 18.2 11.6 6.7 7.5 100.0
Other 4.7
1971 Income I 13,083 14,335 2.9 8.9 19.2 15.7 19.2 11.3 22.8 100.0
Average Income I 11,298 12,439 0.3 8.4 19.1  36.5 15.7 5.8 14.3 -100.0
Age of Head
Under 25 2.0 .
1971 Income I 5,723 7,720 17.8 26.5 25.6  20.0 7.9 2.1 0.0 100.0
Average Income I 8,441 10,185 1.5 21.5 17.4 34.1 16.2 5.7 3.6 100.0
25-44 64.8
1971 Income I . 13,174 12,920 1.2 8.8 13.2  15.1 14.8 13.8 33.0 100.0
Average Income I 12,512 12,279 0.3 6.7 13.6 19.6 19.6 13.4 26.7 100.0
45-64 31.7
1971 Income I 15,451 15,593 2.3 8.1 8.4 11.8 14.3 11.2 44.0 100.0
Average Income I 14,261 14,382 1.2 8.9 10.3  13.1 14.9 10.5 40.5 100.0
65 or More 1.4
1971 Income I 8,381 13,227 4.8 49.9 16.6 5.9 3.4 4.8 14.7 100.0
Average Income I 7,392 12,125 17.2 37.4 16.6 6.0 3.4 0.0 19.4 100.0
Education of Head
5 Grades or Less 5.8%
1971 Income I 7,706 8,459 6.5 26.9 24.8 18.3 10.1 7.5 5.7 100.0%
Average Income I 6,821 8,015 7.9 35.4 25.6 18.2 3.9 2.1 6.9 100.0
6-11 Grades 35.2
1971 Income I . 10,631 11,230 3.2 14.6 14.7 20.2 17.7 10.1 19.5 100.0
Average Income I 9,995 10,529 1.6 12.5 17.5 25.2 20.6 8.2 14.5 100.0
12 Grades 20.3
1971 Income I 2,731 13,077 0.9 9.0 13.1  12.5 14.3 17.7 32.5 100.0
Average Income I 12,092 12,322 0.4 5.6 11.4 18.4 22.1 17.5 24.6 100.0
12 Grades Plus
Additional Training 22.6
1971 Income I 15,541 15,063 0.8 2.4 10.0 10.8 15.0 15.8 45.3 100.0
Average Income I 14,788 14,261 0.0 1.5 8.9 13.6 18.2 19.7 38.1 100.0
College Degree or
More 14.4
1971 Income I 22,432 20,663 0.2 1.0 0.5 3.2 6.8 10.3 77.9 100.0
Average Income I 21,180 19,679 0.0 0.8 0.5 3.3 9.8 7.6 78.1 100.0
Not Ascertained 1.6 '
1971 Income I . 9,587 12,163 0.2 19.4 23.0 24.1 15.3 0.0 18.0 100.0
Average Income I 8,981 11,179 0.0 7.5 35.7 25.1 19.8 2.6 9.3 100.0
Sex-Marital Status
Married Couple 83.0
1971 Income I 14,977 14,593 1.0 5.4 8.5 13.5 16.4 14.0 41.2 100.0
Average Income I 13,953 13,586 0.6 4.4 9.6 17.1 19.7 13.5 35.0 100.0
Unmarried Female 15.5
1971 Incame I 7,181 9,072 6.1 31.0 31.0 15.3 3.8 5.5 7.4 100.0
Average Incame I 7,635 9,445 3.9 27.6 28.5 19.9 7.4 4.8 8.0 100.C
Unmarried Male 1.5 '
1971 Income I 8,886 10,581 7.2 19.0 8.3 28.2 13.0 12.0 11.8 100.0
Average Income I 9,820 11,345 0.0 2.6 15.4 22.5 22.3 13.7 13.6 100.0
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Table 2. (Continued)

Percentage of

All
Demographic School-Aged  Unadjusted Adjusted* 0-  2500- 5000~ 7500- 10,000- 12,500- 15,000
Group Children Mean Mean 2499 4999 7499 9999 12,499 14,999 Or More Total
Region
Northeast 27.3%
1971 Income I 15,198 - 0.9 6.1 10.9 13.0 14.3 13.5 41.3 100.0%
Average Income I 14,351 - 0.1 4.5 9.0 19.6 18.0 11.4 37.5 100.0
North Central 29.4
1971 Income I 14,660 -~ 1.2 7.2 9.3 12.7 13.1 15.3 41.2 100.0
Average Incame 13,835 - 0.1 4.7 10.5 15.3 18.9 16.1 34.4 100.0
South 26.5
1971 Incame I 11,359 -— 4.2 15.6 15.1 18.5 13.6 9.9 23.1 100.0
Average Incame I 10,626 - 3.8 16.3 17.9 21.0 13.5 7.4 20.2 100.0
West - 16.8
1971 Income I’ 13,142 - 1.1 9.7 13.7 10.7 17.9 10.9 35.9 100.0
Average Income I 12,563 - 0.1 7.3 14.1 13.2 22.7 14.0 28.7 100.0
Disability of Head
No Disability 85.2
1971 Income I 14,347 -~ 1.3 7.2 11.3  12.8 15.2 14.0 38.3 100.0
Average Income I 13,522 -_— 0.6 5.9 11.4 16.8 19.0 13.6 32.7 100.0
Disability 14.8
1971 Income I 9,821 - 5.5 23.0 16.2 21.0 9.7 4.7 19.9 100.0
Average Incame I 9,399 = 3.8 21.1 19.6 22.2 11.2 3.9 18.2 100.0

* Adjusted by Regression Using Categorical Predictors
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Table 4. Distribution of School-Aged Children by Five-Year Average Income/Needs
Ratios (For Incomes T and III), by Selected Demographic Groups

Percentage Five-Year Average Income/Five-Year Average Needs Ratio
of All 2.00
School-Age  Unadjusted adjusted* .00- .50~ .75- 1.00- 1.25~ 1.50-  1.75- or
Demographic Group Children Mean Mean .49 .74 .99 1.24 1.49 1.74 1.74 More TOTAL
TOTAL POPULATION 100.0%
Incame I 2.76 - 1.6 2.6 6.2 6.2 6.2 7.4 8.0 61.8 100.0%
Incame III 2.61 —_— 0.7 2.5 5.2 6.9 7.9 7.2 9.2 60.4 100.0
Race of Head
white 80.1
Income I 3.03 2.90 0.1 1.1 3.5 3.9 5.4 7.4 8.4 70.2 100.0
Incame III 2.86 2.74 0.0 0.6 2.4 4.6 6.7 7.1 9.9 68.7 100.0
Black 15.2
Incame I . 1.53 2.16 10.1 11 16.5 13.8 10.1 5.9 5.8 26.5 100.0
Incave III 1.51 2.04 4.8 12.7 17.2 14.0 13.7 6.4 6.6 24.7 100.0
Other 4.7
Income I . 2.12 2.32 0.0 1.3 18.4 19.9 6.5 11.8 8.5 33.6 100.0
Incane III 1.93 2.11 0.0 1.3 15.6 22.5 10.0 10.5 6.7 33.4 100.0
Age of Head
Under 25 2.0
Income I 2.00 2.32 2.5 5.1 5.3 7.9 14.0 16.6 7.0 41.6 100.0
Incane III 1.93 2.21 0.5 4.8 5.5 10.8 16.4 11.0 8.1 43.0 100.0
25-44 64.8
Income I 2,78 2.72 0.9 1.6 5.5 6.3 6.6 7.8 7.4 64.0 100.0
Income III 2.61 2.56 0.2 1.3 4.9 6.3 8.7 7.5 8.8 62.3 100.0
45-64 31.7
Incane I 2.82 2.87 2.4 4.0 7.8 5.4 4.7 .6.4 9.2 60.1 100.0
Incame III 2.68 2.72 1.2 4.2 5.8 7.4 5.5 6.6 10.4 58.9 100.0
65 or More 1.4
Incaome I 1.57 2.70 19.0 15.9 5.7 13.6 11.3 0.1 3.6 25.8 100.0
Income III 1.63 2.64 12.6  14.9 7.9 12.0 13. 2.5 7.7 28.9 100.0
Education of Head
5 Grades or Less 5.8
Income I 1.22 1.63 9.5 19.3 23.9 20. 4.7 5.0 5.3 11.9  100.0%
Incame III 1.25 1.63 5.4 19.6 22.1 24.5 6.8 5.2 4.6 11.8  100.0
6~11 Grades 35.2
Income I 2.03 2.16 2.9 3.7 8.2 9.2 11.6 13.1 10.6 40.8 100.0
Income III 1.97 2.09 1.2 3.4 6.9 10.6 14.6 12.4 11.38 39.2 100.0
12 Grades 20.3
Incame I 2.71 2.73 0.3 0.8 4.8 3.3 5.1 8.3 7.3 70.1 100.0
Incame III 2.59 2.60 0.0 0.6 3.5 3.8 6.1 8.3 8.3 69.5 100.0
12 Grades Plus
Additional Training 22.6
Income I 3.27 3.10 0.0 0.1 2.5 3.0 3.0 2.9 7.7 80.7 100.0 .
Incame III 3.06 2.91 0.0 0.1 2.3 2.9 3.3 3.0 9.6 78.7 100.0
College Degree,
or More 14.4
Income I 4.56 4.28 0.0 0.0 0.0 1.0 0.0 0.3 2.5 96.1 100.0
Incare III 4,11 3.86 0.0 0.0 0.0 1.0 0.0 0.3 3.9 94.7 100.0
Not Ascertained 1.6
Incame I 1.90 2.31 0.0 0.9 22.6 15.3 6.9 7.7 21.4 25.1 100.0
Income III 1.84 2.21 0.0 0.2 19.4 8.7 22.3 6.2 22.6 20.5 100.0
Sex-Marital Status
Married Couple 83.0.
Income I 2,95 2.86 1.1 1.5 4.3 4.8 5.5 7.4 7.7 67.7 100.0
Income III 2.77 2.69 0.5 1.6 3.3 5.3 7.3 7.0 8.9 66.0 100.0
Unmarried Female 15.5
Income I 1.78 2.21 4.2 8.6 15 13. 9.3 7.8 10.0 31.1 100.0
Income ITI 1.77 2.15 2.0, 6.5 15 14. 10.4 8.9 11.6 30.7 10
Unmarried Male 1.5
Incame I 2.38 2.83 5.0 5.2 13.9 5.8 13.1 2.1 2.5 52.5 100.9
Incame III 2.31 2.67 1.4 8.5 1.0 18.0 14.0 2.2 2.6 52.3 100.0
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Table 4. (Continued)

Percentage of Five-Year Average lncome/Five-Year Average Needs Ratio
All 2.00
School-Age  Unadjusted Adjusted* .00- . 50- .75 1.00- 1.25- 1.50- 1.75- or
Demographic Group Children Mean Mean .49 .74 .99 .24 1.49 1.74 1.99 ‘More TOIAL
Region
Northeast 27.3
Income I 2.99 _— 0.0 0.3 5.9 6.0 6.7 7.0 7.1 67.1 100.0%
Incane III 2.83 - 0.0 0.2 4.1 7.3 8.0 6.6 8.0 65.7 100.0
North Central 29.4
Income I 2.89 — 0.0 1.4 4.3 3.3 7.2 7 9.4 66.4 100.0
Incame III 2,73 - 0.0 . 0.5 3.6 4.0 7.6 4 11.9 65.1 100.0
South 26.5
Income I 2.36 — 6.2 7.7 6.2 9.6 5.7 7.9 7.3 49.4 100.0
Incave III 2.23 - 2.8 8.5 6.9 8.6 9.7 7.4 8.9 47.2 100.0
West 16.8
Income I 2.80 - 0.0 0.7 10.0 6.0 4.2 6.4 8.0 64.7 100.0
Incame III 2.63 - 0.0 0.2 7.4 8.5 5.4 7.3 7.0 64.1 100.0
Number of Years Head
Had Disability
Zero 68.9
Income 1 3.06 - 0.7 1.1 3.0 3.8 4.6 7.2 8.8 70.7 100.0
Incame IIT ’ 2.86 - 0.4 0.9 2.8 4.1 5.8 6.8 10.5 68.8 160.0
One 11.4
Income I 2.42 - 1.3 3.7 8.4 6.7 7.0 8.1 6.0 58.8 100.0
Incame II1I 2.31 - 0.9 3.2 8.4 6.5 8.9 7.3 7.1 57.6 100.0
Twe 6.5
Income I 2.06 - 1.6 3.2 14.3 12.2  14.7 9.3 3.4 41.2 100.0
Incane III 2.01 -— 1.2 3.4 8.5 11. 21.7 9.1 6.1 38.4 100.0
Three 4.3
Income I : 2,09 -_ 12.4 3.6 11.6 14.7 7.1 5.2 5.1 40.3 100.0
Income I 2.03 - 4.8 8.5 12.9 13.7 9.9 4.4 4.0 41.9 100.0
Four 4.3
Income I 2.14 — 3.8 7.6 20.8 6.6 8.7 9.8 10.5 32.3 100.0
Income III 2.09 - 1.3 4.5 18.1 12.8 8.7 12.8 9,2 32.6 100.0
Five 4.6 .
Income I 1.31 - 4.2 17.2 18.0 22.8 12.4 5.5 7.5 12.5 100.0
Incame I1I 1.39 - 1.2 16.3 10.9 29.9 14.2 7.3 5.5 14.7 100.0

* Adjusted by Regression Using Categor ical Predictors
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Table 9. Distribution of School-Aged Children by the Number of Years
Income was Less than Needs (For Incomes I and III) by
Demographic Groups

Percentage
of All Average Number of
School-Aged Years in Poverty Number of Years Income Less than Needs
Demographic Group Children Unadjusted Adjusted Five Four Three Two One None  TOTAL
TOTAL POPULATION 100.0%
Income I .63 - 4.6 3.4 3.5 4.5 7.5 76.5 100.0%
Income III .53 - 3.1 2.6 3.5 4.7 7.0 79.1 100.0
Race of Head
Whice 80.1
Income I .33 .44 1.3 2.2 1.8 3.0 6.3 85.4 100.0
Income III .25 .35 0.7 1.1 1.7 3.2 5.5 87.8 100.0
Black 15.2
Income I 2.06 1.54 21.9 9.4 8.7 11.1 10.6 38.4 100.0
Income III 1.84 1.39 16.4 9.7 10.4 10.1 11.0 42.4 100.0
Other 4.7
Income I 1.20 .93 4.6 4.2 15.1 7.6 19.3 49.3  100.0
Income III 1.08 .87 1.2 5.9 11.2 12.7 19.4 49.7 100.0
Age of Head
Under 25 2.0
Income I 1.07 .90 3.6 6.1 7.2 6.6 29.9 46.5 100.0
Income IIL .95 .79 3.2 6.6 6.0 5.1 24.2 34.9 100.0
25-44 64.8
Income I .52 .60 3.2 2.4 3.0 4.4 8.1 78.8 100.0
Income IIL .43 .50 1.9 1.9 3.3 4.2 7.0 81.6 100.0
45-64 31.7 '
Income I .17 .67 6.4 5.1 4.0 4.1 4.7 75.7 100.0
Income ITI .65 .57 4.6 3.5 3.9 5.3 5.6 77.2  100.0
65 or More 1.4
Income I 2.27 .95 30.5 4.9 5.2 13.6 12.4 33.4 100.0
Incoma II1 . 1.98 .76 24.1 11.3 0.0 9.1 12.8 42.7 100.0
Education of Head
S Grades or Less 5.8
Income I 2.66 2.00 30.1 9.3 15.4 10.1 11.9 23.2 100.07%
Income III 2.31 1.69 19.2 15.6 9.0 15.9 11.0 29.2 100.0
6-11 Grades 35.2
Income I .92 .72 6.2 4.8 4.9 7.9 11.5 64.9 100.0
Income III . .79 .61 4.7 3.7 5.0 7.3 11.5 67.8 100.0
12 Grades 20.3
Income I .39 L44 2.3 2.7 1.8 2.4 6.3 84.5 100.0
Income ITL .29 .34 1.6 0.7 2.5 3.0 4.6 87.6 100.0
12 Grades Plus
Additional Training 22.6
Income I .22 .45 0.9 1.3 1.5 1.2 5.5 89.6 100.0
Income III .17 .38 0.1 0.6 2.1 1.5 4.5 91.2 100.0
College Degree,
or More 14.4
Income I .04 .40 0.0 0.0 0.6 0.4 1.0 97.9 100.0
Incowe I1L .02 .34 0.0 0.0 0.0 0.4 0.6 99.0 100.0
Not Ascertained 1.6
Income 1 1.42 .86 2.3 18.1 4.6 18.1 8.0 48.9 100.0
Income III 1.12 .65 0.7 7.4 15.0 8.0 17.9 $1.0 100.0
Sex-tlarital Status
Married Couple 83.0
Income I .43 W49 2.2 2.5 3.0 2.7 7.0 82.6 100.0
Income III .35 41 1.5 1.8 2.4 3.5 5.7 85.0 100.0
Unmarried Female 15.5
Income [ 1.68 1.38 16.7 7.2 6.2 13.3 10.1 46.5 100.0
Income III 1.43 1.17 10.8 7.5 8.1 10.9 12.9 49.8 100.0
Unmarried Male 1.5 i
Income I 1.42 1.05 10.2 13.1 1.4 12.7 8.7 53.9 100.0
Income I1I . 1.19 .88 10.2 0.1 14.5 3.0 18.3 54.0  100.0
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Table 8. Proportion of Disabled School-Aged Children in Poverty
For Different Definitions of Income
Five-Year Five-Year
Percentage Average Average
of All 1971 Income I 1971 Income IT 1971 Income III Income I Income III
School-Aged Less Than Less Than Less Than Less Than Less Than
Children Needs Needs Needs Needs Needs
Out of School
Because of
Disability
(in 1971) 0.3% .337 .337 .322 .351 .351
Requires Extra
Care Because
of Disability 2.1 .090 .089 .083 .093 .066
No Disability 96.5 .128 .107 .090 .104 .084
Not Ascertained 1.2 .079 .079 .079 .098 .079
TOTAL 100. 0% .127 .107 .090 ©.105 .085




Table 9. (Continued)

Percentage
of All Average Number of
School-Aged Years in Povert Number of Years Income Less than Needs
Demographic Group Children _ Unadjusted Adjusted Five Four Three _Two _One None
Region
Northeast 27.3
Income L .37 - 0.6 3.5 1.4 3.2 9.7 81.7
Income 1IT 31 - 0.4 0.8 3.3 4.0 8.4 83.1
North Central 29.4
Income I .38 - 1.8 2.0 2.9 3.2 6.8 83.4
Income IIL 29 - 0.7 1.3 2.4 4.0 5.0 86.6
South 26.5
Income I 1.15 - 12.5 4.5 4.5 6.6 7.7 64.1
Income IIT 1.03 -- 9.6 6.1 3.7 5.7 8.6  66.4
West 16.8
Income I .68 - 3.5 3.9 6.2 5.4 5.1 75.8
Income II1 .52 - 1.6 2.5 5.5 5.2 5.6 79.5
Mumber of Years Head
Had Disability
Zero 68.9
Incoze I .33 - 2.1 1.3 2.1 2.2 6.6 85.7
Income 1IT .28 - 1.4 1.0 2.2 2.2 5.5 87.6
One 11.4
Income I .80 - S.4 4.7 4.5 8.1 4.5 72.7
Income II1 .71 -- 4.5 3.9 2.6 10.1 3.4 75.6
Two 6.5
Income 1 1.14 - 4.6 9.3 8.0 10.0 9.9 58.2
Income II1 -84 - 4.2 1.7 8.7 9.7 11.0 64.7
Three 4.3
Income I 1.61 - 18.3 4.7 4.7 12.0 12.3 48.0
Income III 1.40 - 10.0 10.6 5.9 8.2 12.9 52.3
Four 4.3
Income 1 1.50 - 7.9 16.0 6.7 7.7 10.9 50.9
Income 111 1.33 - 6.8 9.0 11.9 7.2 12.8  52.3
Five 4.6
Income 1 2.31 - 23.9 9.6 10.7 11.3 18.2 26.3
Income IIT . 1.89 il 13.7 11.2 8.1 15.1 21.0 30.9

TOTAL
100.0
100.0

100.0
100.0

100.0
100.0

100.0
100.0

100.0
100.0

100.0
100.0

100.0
100.0
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Table 16. Distribution of Selected Demographic Groups by 1971
Income/Needs Ratios, for Incomes I and V, All Families

1971 Inccme/Needs Ratios

Percentage
of Total .00~ .25- .50- .75- 1.00- 1.25- 1.50- 1.75-
Demographic Group Population .24 .49 .74 .99 1.24 1.49 1.74 1.99
TOTAL POPULATLON 100.0%
Income 1 0.2 1.3 2.6 4.7 4.7 5.7 4.9 5.3
Income V 0.0 0.3 2.0 4.0 5.2 5.4 5.7 5.6
Race of Head
White 86.972
Income I 0.3 0.8 1.9 3.7 4.0 5.1 4.6 4.8
Income V 0.0 0.2 1.2 3.1 4.1 4.6 5.5 5.2
Black 10.4,
Income I 0.2 4.9 8.8 11.7 10.2 9.4 7.1 8.1
Income V 0.0 1.2 8.5 10.6 13 11.1 7.1 9.0
Other 2.7
Income I 0.0 1.1 2.2 8.9 4.8 10.1 5.9 7.9
Income V 0.0 0.8 2.0 8.5 8.1 8.2 8.4 5.9
Age of Head
Under 25 2.0
Income I 0.0 0.2 0.3 3.8 9.7 8.4 4.3 6.1
Income V 0.0 0.0 0.4 0.7 8.1 13.4 5.0 6.3
25-44 9.1
income I 0.3 0.6 1.3 4.2 3.5 4.4 3.3 5.2
Income V 0.1 0.4 1.0 3.5 4.9 5.0 5.3 4.8
45-64 38.0
Income I 0.2 1.7 2.1 3.5 3.6 3.8 4.0 4.4
Income V 0.0 0.5 1.9 3.5 3.6 4.3 4.7 5.5
65 or More 20.8
Income 1 0.2 1.8 6.2 7.9 8.4 11.0 9.4 6.9
Income V 0.0 0.0 4.2 6.3 8.4 7.6 8.6 7.2
Sex and Marital Status
of Head
Married Couple 67.9
Income [ 0.1 0.8 1.2 3.2 2.9 4.3 3.6 4.9
Income V 0.0 0.3 1.0 2.3 3.7 4.2 5.1 4.8
Unmarried Female 23.8
Inceme L 0.5 2.8 6.3 8.7 8.3 8.2 7.3 6.6
Lncome V 0.0 0.7 4.6 8.5 8.5 7.4 7.5 7.7
Unmarried Male 8.3
Income I ’ 0.3 0.9 3.3 5.3 8.9 9.1 8.1 4.7
Income V 0.0 0.0 2.5 5.3 8.2 9.6 5.8 6.2
Educatilon of Head
5 Grades or Less 6.7
Income I 0.5 5.6 14.1 16.4 10.4 8.3 9.1 7.5
Income V 0.0 0.8 11.4 15.1 16.9 10.0 8.4 7.8
6-11 Grades 36.8 )
Income 1 0.4 1.8 3.5 6.8 6.5 9.4 7.9 7.7
Income V 0.0 0.6 2.6 6.1 6.6 8.0 9.8 8.0
12 Crades 17.9
Income I 0.2 0.4 1.3 3.0 3.9 3.6 2.9 4.4
Income V 0.2 0.2 0.9 2.3 4.0 4.4 3.6 4.6
12 Grades Plus Additional
Training 23.9
Income I 0.0 0.6 0.4 1.6 2.5 3.2 2.6 3.2
Income V 0.0 0.0 0.5 1.0 2.9 3.2 2.7 3.7
College Degrece, or More 13.5
Income L 0.2 0.0 0.0 0.7 1.8 1.3 1.4 1.6
Income v 0.0 0.2 0.0 0.4 1.0 1.7 1.3 2.2
Not Ascertained 1.2
Income I 0.0 0.0 4.1 6.5 .1 4.0 2.9 12.4
Income V 0.0 0.0 0.0 6.5 8.6 1.8 9.3 9.1
Disability of Head
No Disabilicy 77.2
Income I c.2 0.5 1.3 2.9 3.1 4.5 4.1 4.6
Income V 0.0 0.2 0.8 2.5 3.6 4.3 5.0 4.9
Disability 22.8
Income I 0.5 4.0 7.1 10.8 10.0 9.2 7.5 7.5
Income V 0.0 0.8 6.2 9.4 10.5 9.2 8.1 8.0

50

2.00

More

TOTAL

100.0%
100.0

100.0%
100.0

100.0
100.0

100.0
100.0

100.0
100.0

100.0
100.0

100.0
100.0

100.0
100.0

100.0
100.0

100.0
100.0

100.0
100.0

100.0
100.0

100.0
100.0

100.90
100.0

100.0
100.0

100.0
100.0

100.0
100.0
100.0

100.0

100.0
100.0




Table 17. Distribution of Selected Demographic Groups by Fivg—Year
Average Income/Needs Ratios, for Incomes I and V, All Families

Five-Year Average Income/Needs Ratios

51

Percentage 2.00
. of Total .00- - .25- .50~ .75- 1.00- 1.25- 1.50- 1.75- or
Demographic Group Population .24 .49 .74 .99 L.24  l.49 1.7  1.99  More
TOTAl. POPULATION 100.0%
Income I 0.0 0.6 2.4 4.0 4.2 5.1 5.1 5.5 72.8
Income V 0.0 0.2 1.5 3.6 4.6 5.3 5.9 6.3 72.5
Race of Head
White 86.92
Income I 0.1 0.3 1.6 3.0 3.3 4.4 4.8 5.3 77.2
Income V . 0.0 0.0 0.8 2.2 3.6 4.5 5.7 5.9 77.3
Black 10.4 .
Income I 0.1 3.9 9.5 11.4 10.8 10.7 7.4 6.5 39.8
Income V 0.0 1.6 7.4 14.0 12.0 12.1 7.3 9.1 36.5
Other 2.7
Income I 0.0 0.0 0.8 8.2 8.5 4.9 8.8 9.2 59.5
Income V 0.0 0.0 0.8 9.4 8.6 5.0 9.0 11.6 55.7
- Age of Head
Under 25 2.0
Income I 0.0 0.0 0.1 5.3 4.7 7.6 13.2 8.4 60.6
Income V 0.0 0.0 0.0 4.4 6.3 8.9 16.3 15.8 48.2
25-44 39.1
Income L 0.0 0.4 0.8 2.6 3.1 3.6 4.5 5.7 79.4
Income V 0.0 0.1 0.6 2.6 3.7 4.8 5.7 6.5 76.1
45-64 38.0
Income T 0.1 0.6 2.0 3.9 2.9 3.7 4.8 4.9 77.0
Income V 0.0 0.3 1.8 3.3 3.7 4.1 5.4 5.4 76.1
65 or More 20.8
Income I 0.2 1.2 6.4 6.7 8.8 10.1 6.3 6.3 54.0
Income V 0.0 0.2 2.7 6.0 8.1 8.2 6.4 6.9 61.6
Sex and Marital Status
of Hoad
Marricd Couple 67.9
Income I 0.0 0.4 1.1 2.3 2.7 3.6 4.4 4.8 80.6
Income V 0.0 0.2 0.8 2.0 3.1 4.2 4.8 5.8 79.2
Unmarried Female 23.8
Income 1 0.3 1.2 6.0 8.1 8.2 7.7 7.1 7.1 54.2
Income V 0.0 0.3 3.2 7.8 8.4 8.0 8.6 7.4 56.4
Unmarried Male 8.3
Income I 0.0 0.9 2.6 6.3 5.3 9.4 5.6 6.9 62.9
Income V 0.0 0.0 2.5 4.7 6.5 6.6 7.5 8.0  64.1
Education of Head
5 Grades or Less 6.7
Income I 0.5 2.7 15.5 18.1 12.5 10.0 8.1 5.7 26.9
Income V 0.0 1.2 8.8 20.4 13.1 11.8 8.7 8.4 27.5
6-11 Crades 36.8
Income I 0.1 1.1 3.1 5.3 6.6 8.8 8.8 8.2 58.1
Income V 0.0 0.3 2.1 4.4 7.3 9.2 9.6 7.7 59.4
12 Grades 17.9
Income I 0.0 0.1 0.8 2.5 2.6 2.7 [ 5.2 81.7
lacome v 0.0 0.0 0.6 1.3 3.1 3.7 4.5 6.2 80.7
12 Grades Plus Additional
Training 23.9
Income I 0.0 0.2 0.3 1.1 1.4 2.2 2.0 3.7 89.1
Income V 0.0 0.0 0.1 1.3 1.7 1.4 3.1 6.0 86.5
College Degree, or More 13.5
Income I 0.0 0.0 0.0 0.3 1.1 0.9 0.7 1.5 95.5
Incore V 0.0 0.0 0.0 0.1 0.6 0.6 0.9 2.6 95.3
Not Ascertained 1.2
Income I 0.0 0.0 0.1 9.9 3.5 3.8 1.9 11.4 69.3
Income V 0.0 0.0 0.1 6.4 51 5.0 11.4 4.8 67.1
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100.0
100.0
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Table 17. (Continued)
Five-Year Average Income/Needs Ratios _
Percentage ' 2.00
of Total .00~ .25- .50~ .75~ 1.00- 1.25- 1.50- 1.75~ or
Demopraphic Group Population 25 <49 i =99 1.24 1.49 1.74 1.99 More TOTAL
Number of Years of
Disability of Head
None 59.5
Income I 0.0 0.3 0.7 1.2 2.0 2.9 3.7 5.2 84.1 100.0
Income V 0.0 0.1 0.4 1.3 2.2 3.2 5.1 5.9 81.9 100.0
One 11.9
Income 1 0.0 0.3 1.4 3.4 3.2 5.2 5.2 5.1 76.2 100.0
Income V 0.0 0.3 0.6 3.3 3.6 4.8 4.5 5.3 77.7 100.0
Two 6.8 :
Income I 0.1 0.3 3.2 3.6 7.4 6.3 8.8 8.1 62.1 100.0
Income V 0.1 0.2 1.6 3.5 7.4 7.4 7.2 8.7 64.0 100.0
Three 5.6
Income I 0.0 3.5 1.6 6.6 8.7 7.6 7.5 5.8 58.6 100.0
Income V 0.0 0.8 2.1 6.5 7.7 8.4 6.3 7.8 60.4 100.0
Four 7.6 '
Income I 0.1 1.2 6.7 12.0 7.6 9.0 11.8 5.7 46.0 100.0
Tacome V 0.0 0.2 33 8.3 11.8 7.8 1233 8.6 47.6  100.0
Five 8.5
Income I 0.8 1.6 11.8 15.7 13.0 14.2 5.0 6.4 31.5 100.0
Income V 0.0 0.2 8.2 14.2 12.9 15.0 6.6 6.4 36.6 100.0
52
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