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ABSTRACT 

The number o f  peop le  i n  p o v e r t y  i n  t h e  1Jnited S t a t e s  r o s e  t o  15 p e r c e n t  

o f  t h e  p o p u l a t i o n  i n  1982,  f o l l o w i n g  10 y e a r s  o f  d e c l i n e  and 10 y e a r s  o f  r e l a -  

t i v e  s t a b i l i t y .  

Th i s  r e p o r t  summarizes t h e  t r e n d s  i n  p o v e r t y  d u r i n g  t h e  l a s t  24 y e a r s ;  

examines r e a s o n s  f o r  t h e  changes  i n  r a t e s  o f  p o v e r t y ;  a n a l y z e s  measures  used t o  

c a l c u l a t e  t h e  number o f  poor Americans; and p r e s e n t s  s e v e r a l  v r o p o s a l s  t o  r educe  

t h e  r a t e  o f  p o v e r t y  i n  t h e  Uni ted  S t a t e s .  
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POVERTY: TRENDS, CAUSES AND CURES* 

I .  INTRODUCTION 

A f t e r  a  decade of s t e a d y  d e c l i n e  fo l lowed by a n o t h e r  decade of r e l a t i v e  

s t a b i l i t y ,  t h e  s h a r e  of peop le  i n  p o v e r t y  i n  t h e  Uni ted  S t a t e s  began a  s h a r p  

r i s e  i n  1978,  which con t inued  through 1982 and now e q u a l s  15 p e r c e n t  of  t h e  

popula t ion-- the  h i g h e s t  l e v e l  s i n c e  1965. I n  1982 t h e  p o v e r t y  r a t e  s t o o d  

about  o n e - t h i r d  h i g h e r  t h a n  when i t  began t o  r i s e .  The number of  i n d i v i d u -  

a l s  i n  pover ty  i n c r e a s e d  by 9.9 m i l l i o n  d u r i n g  t h o s e  4  y e a r s .  

The pover ty  r a t e  a t  a  g i v e n  t ime r e f l e c t s  economic o p p o r t u n i t i e s ,  Feder-  

a l  and S t a t e  government income t r a n s f e r  programs, and demographic c o n d i t i o n s .  

Complex i n t e r a c t i o n s  among t h e s e  f a c t o r s  account  f o r  t h e  p r o g r e s s  a g a i n s t  

p o v e r t y  i n  t h e  1959-1969 p e r i o d ,  t h e  p l a t e a u  from 1970 t o  1978, and t h e  ground 

l o s t  from 1979 t o  1982. 

T h i s  r e p o r t  summarizes t r e n d s  i n  p o v e r t y  d u r i n g  t h e  p a s t  24 y e a r s .  It 

examines r e a s o n s  f o r  changes i n  t h e  r a t e  of  pover ty  and d i s c u s s e s  demographic 

c h a r a c t e r i s t i c s  of  t h e  p o v e r t y  p o p u l a t i o n .  F u r t h e r ,  t h e  r e p o r t  a n a l y z e s  t h e  

methods used t o  c a l c u l a t e  t h e  number of  poor Americans. The measure i t s e l f  

i s  c o n t r o v e r s i a l .  One c r i t i c  contends  t h a t ,  no m a t t e r  how measured,  p o v e r t y  

*A s l i g h t l y  d i f f e r e n t  v e r s i o n  of t h i s  r e p o r t  appeared a s  t h e  Execu t ive  
Summary of  a  Committee P r i n t ,  i s s u e d  by t h e  House Ways and Means Committee, 
e n t i t l e d ,  "Background M a t e r i a l  on Poverty ' '  (WMCP: 98-15, Oct. 17 ,  1983) .  



h a s  been r i s i n g  o v e r  t h e  p a s t  t h r e e  y e a r s .  Some c r i t i c s  c l a i m  t h a t  t h e  mea- 

s u r i n g  t echn ique  o v e r s t a t e s ,  and some t h a t  i t  u n d e r s t a t e s ,  t h e  n a t u r e  and 

e x t e n t  of  t h e  pover ty  problem. 



11. HOW POVERTY I S  MEASURED 

When t h e  F e d e r a l  Government began measuring pover ty  i n  t h e  e a r l y  1960s ,  

t h e  cont inued e x i s t e n c e  of  poor people  i n  a  t ime  of t h e  "Af f luen t  Soc ie ty"  

seemed anomalous. The s e a r c h  f o r  programmatic ways t o  a l l e v i a t e  p o v e r t y  

soon g e n e r a t e d  e f f o r t s  t o  measure t h e  s i z e  of t h e  p o v e r t y  p o p u l a t i o n .  The 

f i r s t  rough e s t i m a t e s  of  t h e  i n c i d e n c e  of  pover ty  were b u i l t  on s u r v e y  d a t a  

i n d i c a t i n g  t h a t  f a m i l i e s  g e n e r a l l y  s p e n t  about one- th i rd  of t h e i r  incomes 

f o r  food.  A p o v e r t y  l e v e l  income was then  c a l c u l a t e d  by u s i n g  a s  a  y a r d s t i c k  

t h e  amount of  money n e c e s s a r y  t o  purchase  t h e  lowes t -cos t  " n u t r i t i o n a l l y  

e q u i v a l e n t  of A g r i c u l t u r e  ( r o u g h l y  adequate"  d i e t  c a l c u l a t e d  by t h e  Department 

t o  t h e  c u r r e n t  T h r i f t y  Food P l a n ) .  Th i s  p r  

t o  produce a  p o v e r t y  income t h r e s h o l d .  

Thus, t h i s  p rocedure  assumed t h a t  i f  a  

i c e  t a g  was t h e n  m u l t i p l i e d  by t h r e e  

fami ly  d i d  n o t  have enough income 

t o  buy t h e  lowest -cos t  n u t r i t i o n a l l y  adequa te  d i e t ,  and t w i c e  t h a t  amount f o r  

o t h e r  goods and s e r v i c e s ,  i t  was "poor." Crude a s  t h i s  assumpt ion i s ,  a d j u s t -  

ments were made f o r  t h e  s i z e  of t h e  f a m i l y ,  s e x  of  f a m i l y  head ,  and f o r  whether 

t h e  f a m i l y  l i v e d  on a  farm o r  n o t .  Farm f a m i l i e s  were assumed no t  t o  need a s  

much cash income because  more of  t h e i r  needs could be met through homegrown 

farm p r o d u c t s - - p a r t i c u l a r l y  food.  ( D i f f e r e n t i a l s  f o r  sex  of  f a m i l y  head and 

f o r  farm-nonfarm r e s i d e n c e  were a b o l i s h e d  i n  1981.)  These f i r s t  e s t i m a t e s  

found t h a t  39.5 mi l l ion--22 pe rcen t  of  t h e  popula t ion--persons  were poor i n  

1959. 

S i n c e  t h e  e a r l i e s t  e s t i m a t e s  were made, i n d i v i d u a l s ,  a g e n c i e s ,  founda- 

t i o n s  and commissions have s t u d i e d  p o v e r t y ,  and some have focused on how i t  



i s  d e f i n e d  and measured. The r e s e a r c h  s u p p o r t i n g  t h e s e  a c t i v i t i e s  h a s  

i l l u m i n a t e d  t h e  i s s u e s  su r round ing  pover ty  and i t s  measurement. The b a s i c  

c o n c e p t s ,  problems a s s o c i a t e d  wi th  them, and measurements have changed l i t t l e  

s i n c e  1959, a l though  i n  1969 p o l i c y  o f f i c i a l s  made one b a s i c  change i n  t h e  

method f o r  c a l c u l a t i n g  t h e  pover ty  l e v e l  of income. The pover ty  t h r e s h o l d  i s  

now e s t a b l i s h e d  each y e a r  by i n c r e a s i n g  t h e  p r e v i o u s  y e a r ' s  l e v e l  by t h e  change 

i n  t h e  Consumer P r i c e  Index (CPI) r a t h e r  t h a n  m u l t i p l y i n g  t h e  c o s t  of t h e  T h r i f -  

t y  Food P l a n  by t h r e e .  

A .  I s s u e s  i n  t h e  Concept of Pover ty  and I t s  Measurement 

Even though t h e  concepts  u n d e r l y i n g  t h e  o f f i c i a l  measurement o f  pover ty  

have no t  changed s i n c e  t h e i r  development almost  two decades  ago,  t h e y  con t inue  

t o  be deba ted .  Controversy  h a s  cen te red  around two q u e s t i o n s :  ( 1 )  whether t o  

d e f i n e  pover ty  i n  r e l a t i v e  o r  a b s o l u t e  t e rms ,  and ( 2 )  what d e f i n i t i o n  of in -  

come t o  u s e .  Other i s s u e s  i n  t h e  measurement of pover ty  a r e  s imply e x t e n s i o n s  

o r  d e r i v a t i v e s  of  t h e s e  b a s i c  two. 

E x p e r t s  i n  t h e  s t u d y  of pover ty  i d e n t i f y  two ways t o  t h i n k  about t h e  

problem: Pover ty  can be viewed a s  r e l a t i v e  o r  a b s o l u t e .  I n  g e n e r a l ,  an  abso- 

l u t e  s t a n d a r d  measures b a s i c  s u b s i s t e n c e  needs ,  but  a  r e l a t i v e  one measures 

income d i s t r i b u t i o n .  

R e l a t i v e  s t a n d a r d s  of  pover ty  a r e  d i r e c t l y  l i n k e d  t o  t h e  d i s t r i b u t i o n  of 

income i n  t h e  s o c i e t y .  Under t h i s  concep t ,  pover ty  i s  not  a  c o n d i t i o n  of ab- 

s o l u t e  want.  R a t h e r ,  i t  i s  d e f i n e d  a s  "having a  l o t  l e s s  than  most people" 

even i f  t h a t  means hav ing  more than  what i s  cons ide red  t o  be "enough t o  g e t  by." 

Using a  r e l a t i v e  pover ty  s t a n d a r d ,  economic growth a l o n e  would no t  e l i m i n a t e  

nor  n e c e s s a r i l y  reduce p o v e r t y .  Under a  r e l a t i v e  s t a n d a r d ,  pover ty  would be 

reduced o n l y  i f  income became d i s t r i b u t e d  more e q u a l l y .  



The F e d e r a l  Government measures pover ty  a s  an "abso lu te"  concep t ,  which 

changes o n l y  w i t h  i n f l a t i o n .  Under t h i s  approach ,  t h e  number of  poor house-  

h o l d s  would b e  expec ted  t o  d e c l i n e  d u r i n g  t imes  of r a p i d  growth,  and t o  in -  

c r e a s e  d u r i n g  t imes  of  r i s i n g  unemployment, r a p i d  i n f l a t i o n  o r  o u t r i g h t  eco- 

nomic r e c e s s i o n ,  such a s  c h a r a c t e r i z e d  much of  t h e  decade of  t h e  1970s.  The 

a b s o l u t e  concept of pover ty  makes p o s s i b l e  t h e  e l i m i n a t i o n ,  o r  a t  l e a s t  t h e  

r e d u c t i o n ,  of  pover ty  wi thou t  a  change i n  t h e  d i s t r i b u t i o n  of  income. 

Determining t h e  a p p r o p r i a t e  concept of income causes  c o n t r o v e r s y  i n  a  

number of p u b l i c  p o l i c y  s e t t i n g s .  Whether i t  i s  f o r  purposes  of  t a x a t i o n ,  

e l i g i b i l i t y  f o r  w e l f a r e  b e n e f i t s ,  o r  e s t a b l i s h i n g  a  pover ty  y a r d s t i c k ,  a r r i v -  

i n g  a t  ag reed  upon d e f i n i t i o n s  of  coun tab le  income r e q u i r e s  e x t e n s i v e  a n a l y s i s  

coupled w i t h  compromise, and i n  t h e  end remain c o n t r o v e r s i a l .  

The c u r r e n t  p o l i c y  d e f i n i t i o n  coun t s  cash income from e a r n i n g s ,  r e t u r n s  

on p r o p e r t y ,  and government t r a n s f e r  payments ( S o c i a l  S e c u r i t y ,  w e l f a r e ,  

e t c . ) .  It does  n o t  i n c l u d e  noncash employment compensation such a s  employer- 

pa id  h e a l t h  i n s u r a n c e ,  employer c o n t r i b u t i o n s  t o  S o c i a l  S e c u r i t y  o r  o t h e r  

pens ion  coverage;  n o r  government in-kind b e n e f i t s  such a s  food s tamps,  Medi- 

c a r e  and Medicaid ,  and hous ing  a s s i s t a n c e ;  o r  t a x  "expend i tu res"  such a s  

c h i l d - c a r e  t a x  c r e d i t s ,  ea rned  income t a x  c r e d i t s ,  e t c .  S u b s t a n t i a l  govern- 

ment in-kind b e n e f i t s  go mainly t o  low-income p e r s o n s .  Excluding them from 

income hampers e f f o r t s  t o  a s s e s s  t h e  e f f e c t  of government p o l i c i e s  on t h e  poor ,  

p a r t i c u l a r l y  s i n c e  in-kind b e n e f i t s  have been t h e  f a s t e s t  growing programs t a r -  

g e t e d  on t h e  poor d u r i n g  t h e  p a s t  decade.  I n  a d d i t i o n  t o  concep tua l  q u e s t i o n s  

r e g a r d i n g  t h e  p roper  d e f i n i t i o n  of  income, p r a c t i c a l  i s s u e s  of how t o  v a l u e  

in-kind b e n e f i t s  have plagued e f f o r t s  t o  count them. 

The e x c l u s i o n  of in-kind b e n e f i t s  h a s  been t h e  most f r e q u e n t l y  c r i t i -  

c i zed  f e a t u r e  of  income measurement f o r  p o v e r t y  purposes .  However, o t h e r  



f e a t u r e s ,  whi le  no t  s o  w e l l  known, may a f f e c t  t h e  accuracy  of  t h e  measures  

a s  w e l l .  For example, t h e  income measure used t o  de te rmine  t h e  p o p u l a t i o n  i n  

p o v e r t y  i s  b e f o r e - t a x  income, a l though  t h e  o r i g i n a l  d e f i n i t i o n  of  t h e  pover ty  

t h r e s h o l d  was based on a  concept of  a f t e r - t a x  income. I f  t h e  o f f i c i a l  meas- 

u r e  were based on a f t e r - t a x  income, coun tab le  income would be l e s s  and a  l a r g e r  

number of e a r n e r s  and t h e i r  f a m i l i e s  would f a l l  below t h e  pover ty  t h r e s h o l d .  

Although low-income f a m i l i e s  pay l i t t l e  income t a x ,  t h o s e  who work pay 6 . 5  per-  

cen t  of t h e i r  ea rned  incomes i n  S o c i a l  S e c u r i t y  c o n t r i b u t i o n s .  Fur thermore ,  

income i s  counted a s  an annual  t o t a l  wi thou t  cognizance of  p e r i o d s  of t ime  dur-  

ing  a yea r  when a  f ami ly  had l i t t l e  o r  no income. I f  a  s h o r t e r  t ime were used 

f o r  measuring p o v e r t y ,  t h e  number of people  deemed t o  be poor would r i s e  be- 

cause  t h e  number of  poor f o r  some per iod  of  t ime d u r i n g  a  y e a r  i s  g r e a t e r  t h a n  

t h e  number of poor f o r  t h e  year  a s  a  whole. On t h e  o t h e r  hand,  t h e  o f f i -  

c i a l  p o v e r t y  coun t s  may be t o o  h igh  because cash income i s  unrepor ted  i n  cen- 

s u s  su rveys  and because  t h e  va lue  of a s s e t s ,  even l i q u i d  f i n a n c i a l  r e s o u r c e s ,  

i s  no t  cons ide red .  

A l l  i n  a l l ,  many such anomal ies  s u b j e c t  t h e  c u r r e n t  pover ty  measure t o  

c r i t i c i s m .  However, t h e  p r e s e n t  ~ e t h o d o l o g y  h a s  t h e  advantage of  b e i n g  con- 

s i s t e n t  over  t h e  e n t i r e  24-year p e r i o d ,  p e r m i t t i n g  assessment  of t r e n d s  and 

changes i n  t r e n d s  i n  t h e  number and pe rcen t  of people  who a r e  poor .  It would 

a l s o  appear  t h a t  a  p e r f e c t  measure probably  could n o t  be des igned .  

B.  Pover ty  Rates  

The p r o p o r t i o n  of  people  i n  pover ty  d e c l i n e d  s t e a d i l y  d u r i n g  t h e  1960s. 

From a  h i g h  of 22 p e r c e n t  of t h e  p o p u l a t i o n  i n  1959, t h e  f i r s t  year  of meas- 

urement,  t h e  r a t e  dropped each yea r  u n t i l  1970. With a  few bumps up and down, 



i n c l u d i n g  t h e  lowes t  r ecorded  l e v e l  of  11 .1  p e r c e n t  i n  1973,  t h e  r a t e  e s sen-  

t i a l l y  s t a b i l i z e d  d u r i n g  most of  t h e  1970s--never d ropp ing  below 11 p e r c e n t  

and never  r i s i n g  above 1 2 . 5  p e r c e n t .  Then, s t a r t i n g  i n  1979, t h e  p o v e r t y  r a t e  

t u r n e d  up,  i n c r e a s i n g  each y e a r ,  u n t i l  i t  reached 15 p e r c e n t  i n  1982 ( t h e  

l a t e s t  yea r  f o r  which d a t a  a r e  a v a i l a b l e ) ,  an  i n c r e a s e  of  n e a r l y  o n e - t h i r d  i n  

j u s t  4  y e a r s .  These t r e n d s  p a i n t  a  v a l u a b l e  p i c t u r e  of  t h e  p r o g r e s s  and s e t -  

backs  i n  t h e  N a t i o n ' s  e f f o r t s  t o  r educe  p o v e r t y .  But t h e  o v e r a l l  r a t e s  t e l l  

o n l y  p a r t  of t h e  s t o r y .  They d i s g u i s e  some important  i s s u e s .  Wi th in  t h e s e  

o v e r a l l  a v e r a g e s ,  t h e  r a t e s  f o r  p a r t i c u l a r  groups  o f  peop le  have v a r i e d  

s u b s t a n t i a l l y .  

1. Pover ty  Higher f o r  Blacks  

The p o v e r t y  r a t e  f o r  b l a c k s  h a s  s t u b b o r n l y  s t a y e d  two t o  t h r e e  t i m e s  h i g h e r  

t h a n  t h e  r a t e  f o r  w h i t e s .  During t h e  24-year p e r i o d  f o r  which we have d a t a ,  

t h e  p o v e r t y  r a t e  f o r  b l a c k s  d e c l i n e d  by 55.1  p e r c e n t  t o  30.3  p e r c e n t  i n  1982,  

s t i l l  v e r y  h i g h .  I n  1982 n e a r l y  o n e - t h i r d  of a l l  b l a c k  househo lds  i n  t h e  Na- 

t i o n  had incomes below t h e  p o v e r t y  l e v e l .  T h i s  f i g u r e  i s  i n f l u e n c e d ,  however, 

by a n o t h e r  c h a r a c t e r i s t i c  of t h e  pover ty  p o p u l a t i o n :  The group w i t h  t h e  h igh-  

e s t  pover ty  r a t e  of  a l l  c o n t i n u e s  t o  be  female-headed househo lds .  T h i s  i s  

l a r g e l y  because  women's e a r n i n g s  average  approx imate ly  40 p e r c e n t  l e s s  t h a n  

men's  and because  t h e i r  ave rage  r a t e s  of  p a r t i c i p a t i o n  i n  t h e  l a b o r  f o r c e  a r e  

lower .  S ince  a  d i s p r o p o r t i o n a t e  s h a r e  of  female-headed f a m i l i e s  a r e  b l a c k ,  

t h i s  f a c t o r  i n c r e a s e s  t h e  i n c i d e n c e  of  pover ty  among b l a c k s .  Even e x c l u d i n g  

t h e  r e l a t i v e l y  h i g h  p r o p o r t i o n  of b l a c k  female-headed househo lds ,  t h e  pover ty  

r a t e  f o r  b l a c k s  i s  a lmost  double  t h a t  of w h i t e s :  18.0 p e r c e n t ,  compared t o  

9 . 3  p e r  c e n t .  



2. The Number of  Poor E l d e r l y  Continued t o  Dec l ine  

The g r e a t e s t  s u c c e s s  i n  r educ ing  t h e  r a t e  of  pover ty  occur red  among t h e  

e l d e r l y .  S t a r t i n g  a t  a  r a t e  o f  35.2 p e r c e n t  i n  1959, over  two t imes  t h e  r a t e  

f o r  o t h e r  a d u l t s ,  t h e  r a t e  had dropped by 1982 t o  14.6  p e r c e n t ,  j u s t  s l i g h t l y  

lower than  t h e  o v e r a l l  rate--which by t h i s  t ime was on t h e  r i s e .  Although t h e  

o v e r a l l  pover ty  r a t e  began r i s i n g  i n  1979 and by 1982 had r i s e n  by 32 p e r c e n t ,  

t h e  pover ty  r a t e  f o r  t h e  e l d e r l y  h e l d  s t e a d y  a t  a  r a t e  nea r  i t s  low p o i n t .  

Three main f a c t o r s  reduced pover ty  among t h e  aged: The S o c i a l  S e c u r i t y  program 

grew r a p i d l y  d u r i n g  t h e  e n t i r e  1970s and i n t o  t h e  1980s;  Congress e s t a b l i s h e d  

t h e  Supplemental  S e c u r i t y  Income (SSI)  program, which p r o v i d e s ,  by i t s e l f ,  a  

l e v e l  of  income a lmost  a t  t h e  pover ty  l e v e l  f o r  e l d e r l y  c o u p l e s ;  and p r i v a t e  

pens ions  expanded r a p i d l y .  Although t h e  o v e r a l l  pover ty  r a t e  f o r  t h e  e l d e r l y  

cont inued t o  d e c l i n e  i n  t h e  f a c e  of r i s i n g  pover ty  f o r  some o t h e r  g roups ,  t h e  

t h e  r a t e  of pover ty  h a s  remained h igh  f o r  some aged persons-- the  v e r y  o l d ,  

t h e  e l d e r l y  l i v i n g  a l o n e ,  and e l d e r l y  b l a c k s .  

3 .  Pover ty  Among C h i l d r e n  

The p o v e r t y  r a t e  f o r  c h i l d r e n  h a s  c o n s i s t e n t l y  been h i g h e r  t h a n  t h a t  of 

of  t h e  p o p u l a t i o n  i n  g e n e r a l .  I n  1982, over  one i n  f i v e  c h i l d r e n  under 18 

y e a r s  of age ( 2 1 . 3  p e r c e n t )  was poor .  The pover ty  r a t e  among c h i l d r e n  was 

54 p e r c e n t  h i g h e r  t h a n  i t s  13.8  pe rcen t  low p o i n t  i n  1969. 

The pover ty  r a t e  f o r  c h i l d r e n  i n  female-headed households  was much h i g h e r  

(56 p e r c e n t )  t h a n  t h a t  of  c h i l d r e n  i n  male-headed f a m i l i e s  ( 1 3  p e r c e n t ) .  The 

growth i n  t h e  number of female-headed f a m i l i e s  combined w i t h  t h e  h igh  i n c i d e n c e  

of  p o v e r t y  among such f a m i l i e s  h a s  he lped  t o  keep t h e  pover ty  r a t e  f o r  c h i l d r e n  

h i g h .  S ince  1959, t h e  p r o p o r t i o n  of c h i l d r e n  l i v i n g  i n  female-headed f a m i l i e s  
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h a s  more t h a n  doubled--from 8 . 9  p e r c e n t  i n  1959 t o  19.4 p e r c e n t  i n  1982. I n  

1982, e v e r y  o t h e r  poor c h i l d  l i v e d  i n  a  female-headed f a m i l y ,  compared t o  abou t  

one i n  e v e r y  f o u r  poor c h i l d r e n  i n  1959. 

The more r e c e n t  i n c r e a s e  i n  t h e  i n c i d e n c e  of  pover ty  among c h i l d r e n  h a s  

been t h e  r e s u l t  of more two-parent f a m i l i e s  j o i n i n g  t h e  p o v e r t y  ranks--presum- 

a b l y  a s  a  r e s u l t  of  t h e  r e c e s s i o n .  C h i l d r e n  i n  two-parent f a m i l i e s  accounted 

f o r  about  70 p e r c e n t  of t h e  i n c r e a s e  i n  p o v e r t y  among c h i l d r e n  s i n c e  1978. 
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111. CAUSES FOR LEVELS AND TRENDS IN POVERTY 

As is true for all complicated social phenomena, the causes of poverty 

and trends in its development are hard to explain. One obvious way to begin 

such an analysis is to examine the main sources of income to the poor. 

Poverty discussions often give the impression that the poverty popula- 

tion consists of the same people from year to year. Moreover, reported year- 

to-year variations hide substantial numbers of the overall population, who 

move into and out of poverty over a period of years. Recently released re- 

ports of longitudinal studies conducted by the University of Michigan (Panel 

Study of Income Dynamics) have indicated that over a 10-year period between 

1969 and 1978, 25 percent of the population was poor at least one of those 

years. About one percent of the population was poor during the entire period, 

and about five percent were reported poor in five out of seven years. These 

studies identified the principal causes of movements into and out of poverty 

as changes in family composition (divorce, marriage, birth of a child, depar- 

ture of a child, or the entrance of additional family members into the work 

force). 

In addition, during the period under study, performance of the economy 

and the size of government transfer programs have affected wages, work-related 

benefits, and need-tested benefits, all of which help determine the number of 

the poor. Changes in demographics and living arrangements also figure heavily 

in explaining past poverty trends. 
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A .  E f f e c t s o f  Changes i n t h e E c o n o m y o n E a r n i n g s o f t h e P o o r  

On t h e  s u r f a c e ,  t h e  t r e n d  i n  pover ty  over  t h e  p a s t  24 y e a r s  m i r r o r s  c l o s e l y  

c o n d i t i o n s  i n  t h e  economy d u r i n g  t h a t  p e r i o d .  The r a p i d  economic growth o f  

t h e  1950s and 1960s boosted t h e  s t a n d a r d  of l i v i n g  f o r  a l l  Americans--low i n -  

come a s  w e l l  a s  h i g h  income. S ince  t h e  o f f i c i a l  measure of pover ty  i s  "abso- 

l u t e , "  r i s i n g  p r o d u c t i v i t y  pushed up s t a n d a r d s  of l i v i n g  a c r o s s  t h e  board ,  and 

t h e  s h a r e  of t h e  p o p u l a t i o n  l e f t  below t h e  pover ty  l i n e  d e c l i n e d .  However, 

economic s t a g n a t i o n  of t h e  1970s h a l t e d  t h e  d e c l i n e  i n  t h e  i n c i d e n c e  of p o v e r t y .  

Real wage growth was n e g a t i v e  on average d u r i n g  t h e  decade o v e r a l l ,  and r e a l  

f a m i l y  median incomes a l s o  d e c l i n e d .  The p r o p o r t i o n  of f a m i l i e s  i n  pover ty  

t o t a l e d  about t h e  same n e a r  t h e  end of t h e  decade a s  i t  was a t  t h e  beg inn ing .  

Then i n  January 1980, t h e  economy began a  d e c l i n e ,  which a f t e r  a  b r i e f  r e v e r s a l  

dropped i n t o  t h e  wors t  downturn s i n c e  t h e  Great  Depress ion.  ~ u r i n g  t h i s  t i m e ,  

t h e  r a t e  of pover ty  r o s e  markedly.  

B. Government T r a n s f e r s  and E l d e r l y  Pover ty  

The r a t e  of pover ty  f o r  t h e  e l d e r l y  showed a  d r a m a t i c  d e c l i n e  over  t h e  

24-year pe r iod  f o r  which such d a t a  have been t a b u l a t e d .  From 35.2 p e r c e n t  i n  

1959, s u b s t a n t i a l l y  above t h e  r a t e  of  o t h e r  p e r s o n s ,  t h e  r a t e  of pover ty  f o r  

t h e  e l d e r l y  h a s  dropped s t e a d i l y  u n t i l  i n  1982 it reached 14.6 p e r c e n t ,  about 

t h e  same a s  t h e  o v e r a l l  r a t e .  The growth i n  F e d e r a l  Government t r a n s f e r  pay- 

ments t o  t h e  e l d e r l y  i s  t h e  pr imary reason  f o r  t h e  g e n e r a l  d e c l i n e  i n  t h e  r a t e  

of pover ty  f o r  t h e  e l d e r l y .  Other s o u r c e s  of  income f o r  t h e  e l d e r l y  grew a s  

w e l l ,  p a r t i c u l a r l y  p r i v a t e  pension b e n e f i t s ,  which have i n c r e a s e d  r a p i d l y  

s i n c e  t h e  end of World War 11. The S o c i a l  S e c u r i t y  program i t s e l f  had t h e  
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most e f f e c t .  Without income from S o c i a l  S e c u r i t y ,  over  one-hal f  of  t h e  e l d e r l y  

would be  poor .  

S o c i a l  S e c u r i t y  payments i n c r e a s e d  over  t h e  e n t i r e  p e r i o d  f o r  a  number o f  

r e a s o n s .  These monthly checks t o  some 35 m i l l i o n  pe r sons  ( t w o - t h i r d s  of  whom 

were aged)  now prov ide  i n f l a t i o n - p r o o f  income. The major i n c r e a s e s  i n  S o c i a l  

S e c u r i t y  came a s  a  r e s u l t  of t h e  f o l l o w i n g :  

1. P e r i o d i c  ad hoc  b e n e f i t  i n c r e a s e s  d u r i n g  t h e  1960s which culmi- 
n a t e d  w i t h  t h e  l a r g e s t  i n c r e a s e s  e v e r  i n  t h e  e a r l y  1970s.  Con- 
g r e s s  i n c r e a s e d  S o c i a l  S e c u r i t y  b e n e f i t  l e v e l s  f i v e  t i m e s  i n  t h e  
l a t e  1960s and e a r l y  1970s.  These f i v e  i n c r e a s e s ,  r a n g i n g  from 
seven  p e r c e n t  i n  1965 t o  20 p e r c e n t  i n  1972, r a i s e d  t h e  b e n e f i t  
b a s e  by a  cumulat ive  84  p e r c e n t .  The r e s u l t  was t h a t  when t h e  
f i r s t  a u t o m a t i c  c o s t - o f - l i v i n g  ad jus tment  (COLA) occur red  i n  
1975, i t  was c a l c u l a t e d  a t  a  h i g h e r  b a s e .  

2.  The enactment of an a u t o m a t i c  COLA i n  1972. O r i g i n a l l y  t o u t e d  
a s  a  c o n s e r v a t i v e  change t h a t  would make i t  l e s s  l i k e l y  t h a t  
t h e  Congress would s e e k  p e r i o d i c  i n c r e a s e s  d u r i n g  e l e c t i o n  
y e a r s ,  t h i s  change r e s u l t e d  i n  l a r g e - s c a l e  i n c r e a s e s  i n  b e n e f i t  
l e v e l s  d u r i n g  t h e  mid- to - l a te  1970s and e a r l y  1980s.  These i n -  
c r e a s e s ,  which permanent ly  i n c r e a s e d  t h e  base  f o r  a l l  subsequent  
changes ,  were t i e d  t o  i n c r e a s e s  i n  t h e  consumer p r i c e  index  
( C P I ) .  Thus, d u r i n g  t h e  l a t t e r  h a l f  of  t h e  1970s ,  when i n f l a -  
t i o n  r a t e s  were h i g h e s t ,  t h e  purchas ing  power of  r e c i p i e n t s  o f  
S o c i a l  S e c u r i t y  was f u l l y  p r o t e c t e d  and keep ing  t h e  e l d e r l y  
from f a l l i n g  i n t o  p o v e r t y .  A t  t h e  same t ime ,  however, t h e  s t a n -  
dard  of  l i v i n g  of  many working peop le  d e t e r i o r a t e d  a s  i n c r e a s e s  
i n  wages f a i l e d  t o  match i n c r e a s e s  i n  p r i c e s .  The p o v e r t y  
t h r e s h o l d ,  t i e d  t o  t h e  CPI, t h u s  o u t s t r i p p e d  i n c r e a s e s  i n  e a r n -  
i n g s ,  and more non-e lde r ly  e a r n e r s  f e l l  i n t o  p o v e r t y .  The weak 
economy from 1980 t o  1982 l e d  t o  i n c r e a s i n g  p o v e r t y  r a t e s  among 
f a m i l i e s  w i t h  working members, whi le  t h e  number of e l d e r l y  i n  
pover ty  s t a b i l i z e d .  

C .  The E f f e c t  of Changes i n  Earn ings  and T r a n s f e r s  on C h i l d r e n  

The 1979-1982 i n c r e a s e  i n  t h e  r a t e  of  p o v e r t y  was s h a r p e s t  among c h i l d r e n  

i n  male-headed f a m i l i e s .  The p o v e r t y  r a t e  f o r  c h i l d r e n  i n  such f a m i l i e s ,  a l -  

though below t h e  o v e r a l l  r a t e ,  cl imbed 53  p e r c e n t  from 1979 t o  1982,  r e a c h i n g  

1 3  p e r c e n t .  The p o v e r t y  r a t e s  f o r  c h i l d r e n  i n  female-headed f a m i l i e s ,  always 

h i g h ,  r o s e  15 p e r c e n t  i n  t h e  same p e r i o d ,  r e a c h i n g  56 p e r c e n t .  



The 1982 r a t e  o f  pover ty  f o r  female-headed f a m i l i e s  was more t h a n  two 

and one-half  t imes  t h a t  of a l l  f a m i l i e s .  Of a l l  c h i l d r e n  l i v i n g  i n  poor fami- 

l i e s ,  52 p e r c e n t  were i n  female-headed f a m i l i e s .  

Although female-headed f a m i l i e s  no longer  a r e  t h e  f a s t e s t - g r o w i n g  pover-  

t y  g roup ,  t h e i r  problems seem t o  be t h e  most i n t r a c t a b l e .  For many of t h e s e ,  

p a r t i c u l a r l y  t h o s e  who r e l y  on governmental  t r a n s f e r  programs f o r  t h e i r  b a s i c  

s u s t e n a n c e ,  even a  s t r o n g l y  rebounding economy could not  be expec ted  t o  pro- 

v i d e  much h e l p .  Of t h e  3 .2  m i l l i o n  female-headed f a m i l i e s  w i t h  c h i l d r e n  i n  

p o v e r t y ,  about  h a l f  g e t  most of t h e i r  income from income t r a n s f e r  programs. 

Except f o r  Alaska,  no S t a t e  p rov ides  a  l e v e l  of a s s i s t a n c e  through i t s  Aid t o  

F a m i l i e s  w i t h  Dependent Ch i ld ren  (AFDC) program which t a k e s  f a m i l i e s  up t o  t h e  

U.S. o f f i c i a l  pover ty  t h r e s h o l d .  I n  f a c t ,  over  t h e  p a s t  10  y e a r s ,  t h e  r e a l  

l e v e l  of AFDC a s s i s t a n c e  h a s  d e c l i n e d  a s  i n f l a t i o n  h a s  eroded purchas ing  power 

of AFDC l e v e l s ,  which a r e  decided by S t a t e s  and l a c k  a u t o m a t i c  a d j u s t m e n t s  f o r  

r i s i n g  p r i c e s .  I n  some a r e a s  t h e  d e c l i n e  i n  purchas ing  power h a s  cut  t h e  r e a l  

v a l u e  of t h e  b e n e f i t  by a s  much a s  o n e - t h i r d .  For example,  i n  New York C i t y ,  

t h e  maximum b e n e f i t  l e v e l  f o r  a  th ree -pe rson  AFDC fami ly  i n  September,  1983 

i s  $515, compared t o  $766 ( i n  J u l y  1983 d o l l a r s )  12 y e a r s  e a r l i e r .  S i n c e  food 

stamps do n o t  count a s  income f o r  pover ty  purposes ,  adding t h e  v a l u e  of t h i s  

indexed t r a n s f e r  program h a s  no e f f e c t  on reduc ing  t h e  number counted a s  poor ,  

even though i t  reduces  need among t h e  poor.  

The r e c e n t  c u t s  i n  t h e  budget AFDC a r e  l i k e l y  t o  have depressed  t h e  i n -  

comes of female-headed f a m i l i e s  i n  pover ty .  The new AFDC r u l e s  p reven t  sus-  

t a i n e d  w e l f a r e  a s s i s t a n c e  t o  f a m i l i e s  (female-headed o r  n o t )  who have e a r n i n g s .  

These changes a l s o  r e v e r s e d  two decades  of p o l i c y  concerning a s s i s t a n c e  t o  t h e  

poor .  S ince  l a r g e  numbers of f ami ly  heads  work n e a r l y  f u l l  t ime  and y e t  a r e  

unab le  t o  e a r n  a n  income e q u a l  t o  t h e  pover ty  l e v e l ,  AFDC a s s i s t a n c e  had been 
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cons ide red  a p p r o p r i a t e  f o r  such a  f ami ly .  The r e c e n t  changes coun te red  t h a t  

p o l i c y .  Fur thermore ,  t h e s e  amendments r e v e r s e d  a  p o l i c y  t e n e t  h e l d  f o r  a  num- 

b e r  of y e a r s  t h a t  t h o s e  who work should  always r e c e i v e  more income t h a n  t h o s e  

who do n o t .  

Defenders  of  t h e s e  changes have argued t h a t  p a r t i c i p a t i o n  i n  t h e  w e l f a r e  

programs c o n s t i t u t e s  a  "we l fa re  t r a p "  from which one shou ld  be encouraged t o  

e x t r i c a t e  o n e s e l f  and t h a t  con t inued  dependence on w e l f a r e  s a p s  t h e  i n i t i a t i v e  

a  person might have t o  work h i m s e l f  o r  h e r s e l f  o u t  o f  p o v e r t y .  The proponents  

of w e l f a r e  c u t s  a rgue  t h a t  h i g h  l e v e l s  of w e l f a r e  payments a c t u a l l y  i n c r e a s e  

t h e  i n c i d e n c e  of  p o v e r t y  among working-age a d u l t s  because  t h e y  c o n s t i t u t e  a  

d i s i n c e n t i v e .  Fur thermore ,  t h e  b a s i c  w e l f a r e  program f o r  working-age a d u l t s  

w i t h  c h i l d r e n  i s  AFDC. T h i s  program f o r  t h e  most p a r t  i s  l i m i t e d  t o  one- 

p a r e n t  f a m i l i e s - - u s u a l l y  w i t h  female  h e a d s .  Thus t h e  AFDC program h a s  been 

s a i d  t o  induce some poor f a m i l i e s  t o  s p l i t  up i n  o r d e r  t o  q u a l i f y  f o r  cash  

h e l p .  
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I V .  PROPOSALS TO REDUCE POVERTY 

One o v e r r i d i n g  c o n c l u s i o n  o f  any a n a l y s i s  of  pover ty  i s  t h a t  f l u c t u -  

a t i o n s  i n  economic growth b e a r  most d i r e c t l y  on t h e  e x t e n t  of such h a r d s h i p .  

T h i s  conc lus ion  i s  suppor ted  by a n a l y s e s  of t h e  changes i n  p o v e r t y  d u r i n g  t h e  

p a s t  20 y e a r s  a s  w e l l  a s  by p r e l i m i n a r y  a n a l y s e s  of  t h e  e f f e c t  of  t h e  1981-1982 

r e c e s s i o n .  Through o v e r a l l  f i s c a l  p o l i c i e s  des igned t o  promote economic growth,  

t h e  Congress h a s  t a k e n  a c t i o n s ,  which,  i f  s u c c e s s f u l ,  w i l l  improve t h e  s t a t u s  

of people  i n  p o v e r t y  and w i l l  f a c i l i t a t e  movement o u t  of p o v e r t y  through expand- 

ed work and e a r n i n g  o p p o r t u n i t i e s .  I n  a d d i t i o n ,  t h e  Congress h a s  r e c e n t l y  en- 

a c t e d  a new program of  job t r a i n i n g  t o  a s s i s t  poor working-age a d u l t s  improve 

t h e i r  work s k i l l s  and enhance t h e i r  e a r n i n g s  c a p a b i l i t i e s .  

Changes i n  t h e  income t a x  laws could i n c r e a s e  a f t e r - t a x  incomes of t h o s e  

i n  p o v e r t y  who pay income t a x e s  a l t h o u g h  i t  would n o t  r educe  t h e  o f f i c i a l l y  

measured number i n  p o v e r t y ,  because  measurment i s  based on b e f o r e - t a x  income 

F e d e r a l  income and p a y r o l l  t a x e s  have i n c r e a s e d  from $35 i n  1978 t o  $440 i n  

1983 f o r  a  f ami ly  of  t h r e e  w i t h  e a r n i n g s  e q u a l  t o  t h e  p o v e r t y  t h r e s h o l d .  This  

r e p r e s e n t s  an  i n c r e a s e  i n  t a x e s  from 0.7 p e r c e n t  t o  5.5 p e r c e n t  o f  income, and 

r e s u l t s  p a r t l y  from t h e  e f f e c t  of i n f l a t i o n  a d j u s t m e n t s  on t h e  t h r e s h o l d  i t s e l f  

I n  terms of  a g g r e g a t e  revenue l o s s  pe r  d o l l a r  o f  b e n e f i t  t o  poor t a x p a y e r s ,  t h e  

two most e f f e c t i v e  t o o l s  t o  reduce t h e  t a x  burden o f  t h e  poor a r e  t h e  ea rned  in -  

come c r e d i t  (EITC) and t h e  ze ro  b r a c k e t  amount ( Z B A ) .  The EITC i s  phased o u t  

f o r  incomes above $10,000 and,  t h e r e f o r e ,  a l l  of  t h e  b e n e f i t s  from i n c r e a s i n g  t h e  

c r e d i t  go t o  peop le  w i t h  incomes below t h e  phaseou t .  The c r e d i t  i s  a v a i l a b l e  



CRS- 18 

o n l y  t o  pe r sons  who suppor t  a  c h i l d ,  but  i t  i s  no t  i n c r e a s e d  f o r  f a m i l y  s i z e ;  

t h e r e f o r e ,  i t  does  not  r a i s e  t h e  t a x  e n t r y  p o i n t  f o r  c h i l d l e s s  p e r s o n s ,  nor  

does i t  r a i s e  t h e  t a x a b l e  t h r e s h o l d  f o r  l a r g e  f a m i l i e s  above t h a t  f o r  smal l  

ones .  I f  i t  were extended t o  poor workers wi thou t  c h i l d r e n ,  o r  a d j u s t e d  f o r  

f a m i l y  s i z e ,  i t  would p rov ide  e x t r a  cash a i d  t o  more of  t h e  poor .  

I n c r e a s i n g  t h e  ZBA i s  a l s o  a  r e l a t i v e l y  c o s t - e f f e c t i v e  way of p r o v i d i n g  

t a x  r e l i e f  c o n c e n t r a t e d  on lower-income people  because  t h e  t a x  r e d u c t i o n  does  

no t  go t o  t h e  t a x p a y e r s  who i t e m i z e  t h e i r  d e d u c t i o n s .  However, mar r i ed  coup les  

r e c e i v e  t h e  same ZBA r e g a r d l e s s  of t h e i r  f a m i l y  s i z e ;  t h e r e f o r e ,  i t ,  t o o ,  i s  

not  a  v e r y  good way of p r o v i d i n g  e x t r a  r e l i e f  t o  l a r g e r  f a m i l i e s .  S i z a b l e  in -  

c r e a s e s  i n  t h e  ZBA would be needed t o  r a i s e  t h e  t a x - f r e e  incomes of s i n g l e  

people  and mar r i ed  coup les  t o  t h e  pover ty  l e v e l  ( a  $2,000 i n c r e a s e  f o r  s i n g l e  

people  t o  $4,300 and a  $1,400 i n c r e a s e  f o r  marr ied  coup les  t o  $4 ,800 ) .  

S u b s t a n t i a l  i n c r e a s e s  i n  t h e  p e r s o n a l  exemption would be n e c e s s a r y  t o  r a i s e  

t h e  t a x - f r e e  income l e v e l  f o r  l a r g e  f a m i l i e s  up t o  t h e  pover ty  l e v e l  f o r  them. 

The d i f f e r e n c e s  between t h e  pover ty  l i n e s  f o r  four-  and f ive -pe rson  f a m i l i e s  i s  

a lmost  $2,000,  and i t  i s  over  $1,600 between f i v e -  and s ix -pe rson  f a m i l i e s .  

T h e r e f o r e ,  a  p e r s o n a l  exemption o f  around $1,800 would be needed t o  p rov ide  t h e  

d i f f e r e n c e  i n  t a x - f r e e  income l e v e l s  between four - ,  f i v e -  and s ix -pe rson  fami- 

l i e s  t h a t  would correspond t o  t h e i r  r e s p e c t i v e  pover ty  l i n e s .  A l l  o f  t h e s e  op- 

t i o n s  would be expens ive  i n  terms o f  t a x  revenue foregone--for bo th  t h e  poor 

and t h e  many nonpoor t a x  f i l e r s  who would b e n e f i t .  

Other  o p t i o n s  f o r  r educ ing  pover ty  concern a c t i o n s  t h e  Congress might t a k e  

through expanded o r  b e t t e r - t a r g e t e d  income t r a n s f e r  programs. Before  d i s c u s s i n g  

t h e s e  p o s s i b i l i t i e s  two p o i n t s  should  be made: ( 1 )  These p r o p o s a l s  would i n c r e a s e  

F e d e r a l  budget o u t l a y s ;  and ( 2 )  Inc reased  income t r a n s f e r s  of c e r t a i n  t y p e s ,  by 

t h e i r  v e r y  n a t u r e ,  c r e a t e  d i s i n c e n t i v e s  t o  work. They a r e  a l s o  a l l e g e d  t o  a f f e c t  
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f a m i l y  s t a b i l i t y ,  a l t h o u g h  t h e  e x t e n t  t o  which t h i s  happens i s  u n c l e a r .  I n  any 

e v e n t ,  t r a d e o f f s  must be  made. Value judgments u l t i m a t e l y  d e t e r m i n e  t h e  d e s i r a -  

b i l i t y  of income r e d i s t r i b u t i o n  a s  a  n a t i o n a l  g o a l .  It i s  beyond t h e  scope of  

t h i s  a n a l y s i s  t o  e s t i m a t e  t h e  budget c o s t s  of t h e s e  p r o p o s a l s ,  and t h e r e  h a s  

been no a t t empt  t o  a s s i g n  p r i o r i t i e s  t o  them. 

Changes i n  t h e  demographic composi t ion of t h e  p o p u l a t i o n  a l s o  w i l l  c o n t i n u e  

t o  a f f e c t  what happens t o  t h e  pover ty  p o p u l a t i o n .  I f  t h e  growth r a t e  of  female- 

headed f a m i l i e s  does  n o t  d e c r e a s e ,  t h e i r  numbers may swamp o t h e r  e f f o r t s  t o  a l l e -  

v i a t e  p o v e r t y .  Fur thermore ,  a s  t h e  p o p u l a t i o n  ages  and l i v e s  l o n g e r ,  t h e  number 

of  s i n g l e  women o v e r  age 75--a group w i t h  a  v e r y  h i g h  p o v e r t y  r a t e - - w i l l  i n c r e a s e .  

Some p o s s i b l e  changes i n  F e d e r a l  t r a n s f e r  programs would p rov ide  a d d i t i o n a l  

income t o  t h e  poor bu t  would have no e f f e c t  on t h e  p o v e r t y  r a t e  a s  measured.  

Cash t r a n s f e r  programs might be  i n c r e a s e d  t o  p rov ide  a d d i t i o n a l  income t o  ce r -  

t a i n  g roups ,  b u t  i f  cash b e n e f i t s  were no t  i n c r e a s e d  enough t o  b r i n g  t h e  poor up 

t o  t h e  o f f i c i a l  pover ty  t h r e s h o l d ,  t h e  pover ty  r a t e  would n o t  be  reduced ,  a l -  
p 

though t h e  "pover ty  gap" would be narrowed. Fur thermore ,  i f  food stamp b e n e f i t s  

were i n c r e a s e d ,  n e i t h e r  t h e  o f f i c i a l  pover ty  gap nor  t h e  p o v e r t y  r a t e  would be  

a f f e c t e d ,  s i n c e  food stamps a r e  no t  counted a s  income--although t h e  poor c l e a r l y  

would have more d i s p o s a b l e  income. Th i s  i s  n o t  t o  sugges t  t h a t  t h e  Congress may 

n o t  want t o  c o n s i d e r  such changes a s  be ing  most h e l p f u l  i n  r educ ing  t h e  need.  

But t h e  c u r r e n t  o f f i c i a l  pover ty  measures would n o t  r e f l e c t  such changes .  

A d d i t i o n a l  spending f o r  t r a n s f e r  programs would have t h e  g r e a t e s t  e f f e c t  

on reduc ing  pover ty  i f  d i r e c t e d  a t  s p e c i f i c  groups  of  t h e  p o p u l a t i o n .  For ex- 

ample, i n c r e a s e s  i n  s o c i a l  b e n e f i t s  f o r  unremarr ied  widows and widowers would 

t a r g e t  a d d i t i o n a l  income t o  a  group of t h e  e l d e r l y  w i t h  a  h i g h  r a t e  of  p o v e r t y .  

I n  a d d i t i o n ,  t h e  F e d e r a l  SSI  program, which a l r e a d y  p r o v i d e s  income a lmost  up 

t o  t h e  p o v e r t y  l i n e  f o r  poor e l d e r l y  c o u p l e s ,  could be  l i b e r a l i z e d  t o  g u a r a n t e e  



a poverty line income for all the aged. However, a general boost in Social 

Security would not lower poverty substanstantially, because only one-tenth 

of recipients are poor after receiving current benefits. 

Similarly, a general increase in unemployment compensation (UC) outlays 

would not reduce the official poverty rate substantially because fewer than one 

out of ten UC claimants is poor. Additional UC outlays for the longterm unem- 

ployed who did not receive UC in the last year would, however, have a more target- - 
efficient effect. About two out of five of these individuals were classi- 

fied as poor in 1982. A special unemployment assistance program for individuals 

in this category who had substantial work experience in the last three years, 

for example, could have a greater effect on the official poverty rate. One 

could also enhance this effect by applying a family income test, but this might 

stigmatize the program in the eyes of some, by making it similar to welfare. 

These changes, while adding to budget expenditures, would be notably 

less controversial than proposals for increasing transfer payments to younger 

persons who are poor. Proposals to reform the welfare assistance programs by 

expanding eligibility for non-elderly adults and children have surfaced over the 

past 15 years, have been vigorously championed by Republican and ~emocratic ad- 

ministrations alike, and have failed of enactment. In 1981, however, Congress 

enacted significant AFDC changes to narrow eligibility and to restrict benefits 

to those who do not work at all. One possible change to direct additional 

benefits to the poor would be to restore the so-called "work incentive bonus,'' 

which permitted AFDC-eligible persons to receive declining benefits as a supple- 

ment to earnings. 

Even more controversial would be proposals to enact various basic changes 

in these programs or replacements for them. Ideas of this sort which have been 



proposed i n  t h e  p a s t  i n c l u d e :  a  program of c h i l d r e n ' s  a l lowances ,  a n e g a t i v e  

income t a x  which would provide  b e n e f i t s  through t h e  t a x  system t o  a l l  t h e  poor 

r e g a r d l e s s  of household composition o r  source  of  income, and a  requirement  t h a t  

S t a t e s  e s t a b l i s h  an AFDC income f l o o r  t h a t  would guaran tee  a l l  poor one-parent 

f a m i l i e s  a  minimum income equa l  t o  a  p a r t i c u l a r  p ropor t i on  of t h e  pover ty  

t h r e sho ld  (most l i k e l y  lower t han  100 p e r c e n t ) .  

I n  summary, t h e  r ecen t  economic r eces s ion  and c u t s  i n  s o c i a l  w e l f a r e  

programs have induced a  r i s e  i n  t h e  r a t e  of poverty i n  t h e  United S t a t e s .  

Continued economic recovery  could be expected t o  r e l i e v e  t h e s e  c o n d i t i o n s  f o r  

some of t h e  poor--those a b l e  and w i l l i n g  t o  work. Changes i n  t h e  income t a x  

laws could be designed t o  i nc rease  a f t e r - t a x  income of t h e  poor who have earn-  

i ngs .  For t hose  wi th  no c l o s e  at tachment  t o  t h e  work f o r c e ,  income t r a n s f e r  

program i n c r e a s e s  could be d i r e c t e d  t o  t hose  most i n  need. A l l  such p o l i c y  

changes,  whether income t a x  r e l i e f  o r  s o c i a l  we l f a r e  spending i n c r e a s e s ,  would 

put a d d i t i o n a l  p r e s su re  on t h e  Federa l  budget d e f i c i t  and would be decided on 

a  range of grounds, some beyond those  d i s cus sed  here .  


