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Abstract  

For the years  from 1965 to the present ,  we have a de t a i l ed  record of 

the  number and c h a r a c t e r i s t i c s  of persons in  poverty. This paper extends 

the  h i s t o r i c a l  record of the incidence of poverty, i t s  i n t e n s i t y ,  and the 

changing r o l e  of i t s  various socioeconomic c o r r e l a t e s  by analyzing the 

1-in-100 sample f i l e s  of the Censuses of 1940-80. We provide measures of 

poverty which correspond a s  c lose ly  a s  poss ib le  to  the o f f i c i a l l y  

published poverty s t a t i s t i c s  and we car ry  them a s  cons i s t en t ly  a s  

poss ib l e  across  a l l  f i v e  Census years.  We es t imate  the e x t e n t  to  which 

the  changes t h a t  have occurred between 1940 and 1980 i n  the composition 

of the population by age, sex, race,  Hispanic o r ig in ,  and the employment 

s t a t u s  of the household head have a f f ec t ed  the aggregate poverty ra te .  

Severa l  f indings  can be highl ighted.  A s  measured by the abso lu te  

l i n e s ,  earnings poverty decl ined from almost 70 percent  among a l l  persons 

i n  1939 t o  about 30 percent  in  1979. By the r e l a t i v e  l i n e s ,  earnings 

poverty decl ined only s l i g h t l y ,  from about 40 t o  about 35 percent.  

Absolute post- t ransf  er-income poverty f e l l  from 40.5 percent i n  1949 to  

13.1 percent  of a l l  persons i n  1979. I n  r e l a t i v e  terms it declined l e s s ,  

from about  24 percent  to about 20 percent. For each measure the percen- 

tage  dec l ine  i n  post-transfer-income poverty was g r e a t e r  than f o r  earn- 

ings  poverty. 

Across a l l  age groups, both earnings and pos t t r ans fe r  poverty r a t e s  

a r e  lowest among white men a s  compared to nonwhites and women. Poverty 

r a t e s  f o r  e l d e r l y  groups declined by more than those f o r  any o the r  group, 

pr imar i ly  because of the growth of s o c i a l  s e c u r i t y  and p r iva te  pensions. 



Male-female d i f f e r e n t i a l s ,  holding race  and age cons tan t ,  widened con- 

s ide rab ly  . 
The earnings of nonwhites grew rap id ly  over the period r e l a t i v e  to  

those  of whites .  I n  1939, white-nonwhite earnings d i f f e r ences  ( f o r  

households wi th  earnings)  were g r e a t e r  than male-female earnings d i f -  

fe rences .  By 1979, the white-nonwhite gap s t i l l  e x i s t e d ,  bu t  was much 

narrower. The gap between the  average earn ings  of men and women i s  now 

l a r g e r  than the  earnings gap between races.  For example, cons ider  men 

between the ages of 25 and 64. I n  1939, the nonwhitelwhite r a t i o  was 

.44; by 1979, i t  had increased to .80. The r a t i o  f o r  white  women to  

whi te  men i n  t h i s  age group was .67 i n  1939, bu t  only .49 i n  1979. The 

r a t i o  f o r  nonwhite women to  white women of t h a t  age increased dramati- 

c a l l y ,  from .42 i n  1939 t o  .89 i n  1979. 

I f  the  age,  sex, and r ace  composition of the  population had remained 

a s  i t  was i n  1940, then abso lu t e  earnings poverty i n  1979 would have been 

13.5 pe rcen t  below the  a c t u a l  l e v e l  (25.0 in s t ead  of 28.9 percent  of a l l  

persons)  and abso lu t e  income ( p o s t t r a n s f e r )  poverty would have been 

lower by 22.9 pe rcen t  (10.1 in s t ead  of 13.1). Thus, changes i n  the  age, 

race ,  and sex composition of the  populat ion increased poverty.  The e f f e c t  

of  demographic change on r e l a t i v e  poverty is  s i m i l a r ,  bu t  s l i g h t l y  lower 

f o r  each type of threshold.  Be tween 1969 and 1979, the  poverty- 

i n c r e a s i n g  e f f e c t  of demographic change was p a r t i c u l a r l y  l a r g e  because of 

t h e  rap id  inc rease  i n  t he  percentage of the  populat ion l i v i n g  i n  house- 

ho lds  headed by women. 



Changes i n  the composition of households by race o r  e t h n i c i t y  and sex 

and employment s t a t u s  of the head and spouse had off  s e t t i n g  e f f e c t s  on 

the aggregate poverty ra te .  Increases i n  the proportions of persons 

l i v i n g  i n  households headed by women and nonwhites and Hispanics r e l a t i v e  

t o  men and to whites were poverty-increasing, while increases i n  the pro- 

por t ion  of persons l i v i n g  i n  two-earner famil ies  r e l a t i v e  to one-earner 

were poverty-reducing . Over the 40-year period, these e f f e c t s  tended to  

o f f s e t  each other.  



The Level and Trend of Poverty,  1939-1979 

For a l l  years  s ince  1965, we have a d e t a i l e d  record of the propor- 

t i o n  of the populat ion i n  poverty according t o  the o f f i c i a l  f ixed  ( o r  

abso lu t e )  measure and seve ra l  r e l a t i v e  measures. For s e l ec t ed  r ecen t  

yea r s ,  we a l s o  have measures t h a t  include the e f f e c t s  of in-kind trans- 

f e r s  and d i r e c t  taxes. And f o r  the period s ince  1965, we have an annual 

measure of the i n t e n s i t y  of poverty-- the poverty gap. F ina l ly ,  drawing 

upon the same data  se  t-- the  Current  Populat ion Surveys and t h e i r  enriched 

ex tens ions ,  the Surveys of Economic Opportunity conducted i n  1967 and 

1968--we have a desc r ip t ion  through time of changes i n  the r e l a t i v e  

importance of the severa l  socioeconomic c o r r e l a t e s  of pover ty-age, race  

o r  e t h n i c i t y ,  sex of the household head, family s i z e ,  educa t iona l  

achievement of the household head, e tc .  

With the r e l e a s e  during 1984 of the publ ic  use sample tapes f o r  the 

1940, 1950, and 1980 Censuses, we now have an opportuni ty to extend the 

h i s t o r i c a l  record with r e spec t  t o  the incidence of poverty, i ts  inten- 

s i t y ,  and the changing r o l e  of var ious  socioeconomic co r r e l a t e s .  I t  is  

i n  the l a t t e r  two a reas  t h a t  the l a r g e s t  gains  i n  new information can be 

made, s ince  from the previously published data  a t  l e a s t  some very crude 

e s t ima te s  of the incidence of poverty have been poss ib le  f o r  the 1947-59 

period. 

I n  t h i s  paper, we descr ibe  the proport ion of the population i n  

poverty from 1939 through 1979, using the 1-in-100 sample f i l e s  of the 

decennia l  Censuses of 1940 through 1980. We look a t  two types of 

poverty thresholds:  abso lu t e  and r e l a t i v e ;  and two income d e f i n i t i o n s :  

household earn ings  and household pos t t ransf  e r  income. These a r e  def ined 



i n  the next  sec t ion .  Then, poverty r a t e s  f o r  a v a r i e t y  of demographic 

groups a r e  compared. We f ind  t h a t  the aggregate poverty r a t e  and the 

r a t e s  f o r  a l l  groups have decl ined over the period,  but  that  the l e v e l s  

of and t rends i n  poverty f o r  these groups vary widely. The growth be- 

tween 1940 and 1980 i n  the  percentage of persons l i v i n g  i n  households 

headed by those more l i k e l y  to be poor ( f o r  example, those headed by 

s i n g l e  women) and the corresponding dec l ine  f o r  persons l i v i n g  with those 

l e s s  l i k e l y  to  be poor ( f o r  example, prime-aged white men) means t h a t  

measured poverty i n  1980 i s  higher than it would have been i n  the  absence 

of  change i n  the  demographic composition of the population. Thus, w e  

a l s o  compute what the  l e v e l  and t rend of poverty would have been i n  the 

absence of demographic change. 

MEASURES OF POVERTY 

I n  t h i s  paper, we provide the f i r s t  cons i s t en t  time s e r i e s  on poverty 

f o r  t he  40-year period. We use both absolu te  and r e l a t i v e  thresholds.  

An abso lu te  s tandard f i x e s  a l e v e l  of needs i n  a s i n g l e  year ,  

and then a d j u s t s  that l e v e l  by a p r i c e  index over  time. We use a s  our 

abso lu te  measure of poverty i n  each Census year  the  o f f i c i a l  poverty 

l i n e s ,  which we have projected back to 1939 v i a  the  Consumer P r i c e  Index 

(CPI). We thus extend the record of o f f i c i a l  poverty back from 1965 i n  

t h e  same manner and f o r  about  the same length  of time as the o f f i c i a l  

measure extends i t  forward from tha t  year.  

A r e l a t i v e  measure of poverty, by con t ra s t ,  maintains a d i r e c t  

l i n k  t o  the income d i s t r i b u t i o n  i n  each year.  I n  t h i s  paper, we 

use  a s  the r e l a t i v e  measure of poverty 44 percent  of the median 

income-to-needs r a t i o  f o r  a l l  workers i n  each Census year. Income is 



defined a s  a l l  reported income, which in  1939 was earned income only and 

i n  a l l  o ther  years was pos t t r ans fe r  income. Both the absolu te  and the 

r e l a t i v e  measures use the equivalence sca le s  tha t  a r e  i m p l i c i t  i n  the 

o f f i c i a l  poverty l i n e  to a d j u s t  f o r  d i f ferences  i n  household composition. 

(See the Appendix f o r  d e t a i l s . )  

We next turn to measures of resources. Both income and poverty l i n e s  

a r e  defined f o r  households. An idea l  measure of household resources 

would include the value of household consumption plus any changes i n  the 

household's n e t  worth. I n  income terms, t h i s  measure would correspond to 

a l l  cash income ( including a s s e t  income), af t e r  taxes have been 

subt rac ted  and government t r ans fe r s  have been added, including the value 

of any public o r  p r iva te  in-kind t r ans fe r s  received. 

The measures of income used in  t h i s  paper at tempt to approximate 

t h i s  measure of resources a s  c lose ly  a s  the data permit. I n  1940, 

only earned income (wages and s a l a r i e s )  is reported.* Since 1940 is  the 

e a r l i e s t  ava i l ab le  Census year,  and the only measured income source is 

wage and sa l a ry  earnings, we car ry  t h i s  income measure through 1979 to 

ob ta in  a cons i s t en t  s e r i e s  on earnings poverty f o r  the 40-year period. 

Beginning with the 1950 Census, however, households were asked about 

a l l  sources of cash income. * The t o t a l  of a l l  cash income we r e f e r  to 

a s  pos t t r ans fe r  income, and we use it f o r  1949 through 1979. The 

* 
There is a l s o  an indica tor  which denotes whether or  not  the household 

received $50 o r  more in  other  income. We found tha t  adding $50 to t o t a l  
income f o r  households with t h i s  indica tor  did not  s i g n i f i c a n t l y  change 
the  1939 poverty r a t e ,  so we make no use of t h a t  indica tor .  

** 
We a l s o  lack data on in-kind t r ans fe r s  received and taxes paid f o r  a l l  

Censuses. Exclusion of these two f a c t o r s  leads to poverty r a t e s  tha t  
a r e  biased up each year. The b ias  increases over time. 



d i f f e rence  between earnings and pos t t r a n s f  e r  income i n  any year  is  due to 

self-employment income, property income, government t ransf  e r s  , pr iva te  

pensions, and o t h e r  income sources. Because of data l i m i t a t i o n s ,  we can- 

n o t  d i s t i n g u i s h  government t r a n s f e r s  from o the r  sources of income u n t i l  

the  1960 Census. Because we a r e  pr imari ly i n t e r e s t e d  i n  f i r s t  extending 

the  h i s t o r i c a l  record of poverty back i n  time, we do no t  s ing le  ou t  the 

e f f e c t s  of government t r a n s f e r s  on poverty f o r  the 1960-80 period i n  t h i s  

* paper. 

I n  the empir ical  work which follows, we def ine  a household a s  an 

income-sharing uni t .  For a l l  Census years  we include only those house- 

hold members r e l a t ed  to the head. Unrelated indiv iduals  aged 15 and over 

and secondary fami l ies  a re  counted a s  separa te  households. Thus, fo r  

example, two unre la ted  indiv iduals  l i v i n g  i n  a s ing le  household a r e  

assumed no t  to  share income and each is counted a s  a separa te  one-person 

household. They would a l s o  be counted a s  separa te  households i f  they 

l i v e d  with another  family. Subfamilies by d e f i n i t i o n  a r e  r e l a t ed  to the 

household head and a r e  thus included a s  p a r t  of the primary family. Our 

d e f i n i t i o n  of household is thus cons i s t en t  with the Census Bureau's con- 

c e p t  of (1)  family u n i t  and (2) unrelated indiv iduals .  

I n  1950, the Census Bureau co l l ec t ed  income information from a 

20 percent  sample of persons, r a t h e r  than from a sample of households. 

We a r e  therefore  r e s t r i c t e d  to t h i s  sample f o r  the ana lys i s  of 1949 in- 

comes. Unfortunately,  the respondents in  t h i s  20 percent  subsample were 

* 
For a complete discussion of poverty and the an t ipover ty  e f f e c t  of 

t r a n s f e r s  f o r  the pas t  twenty years ,  see the Williamsburg Conference 
papers  produced f o r  the I n s t i t u t e  f o r  Research on Poverty and the 
Department of Health and Human Services.  



n o t  asked about the incomes of o ther  members of the household unless  the 

respondent was the household head. For example, i f  the wife answered the  

ques t ionna i r e  w e  know only her own income, while i f  the husband did so, 

w e  know both h i s  own and the  household' s t o t a l  income. Therefore,  we 

included only household heads and unre la ted  ind iv idua l s  i n  our ana lys i s ,  

which c u t  the  1950 sample from 461,076 to 151,043. 

There is a p o t e n t i a l  f o r  b i a s  i n  the es t imates  of income and poverty 

because the household head r e p o r t s  the income of o t h e r  household members. 

The Census s t a t e s :  "The procedure f o r  ob ta in ing  information on income 

provided an unbiased 20-percent sample of f ami l i e s  and persons, bu t  it 

r e s u l t e d  i n  some underreport ing i n  family income. I f  each member of the 

family had been questioned indiv idua l ly  about  each type of income, prob- 

ab ly  a l a r g e r  amount would have been reported" (U.S. Department of 

Commerce, Bureau of the Census, Technical  Documentation, Census of 

Populat ion,  1950, p. 1.10) .* 
A d i f f e r ence  a l s o  e x i s t s  between the t reatment  of households i n  the 

Census and i n  the  annual Current  Populat ion Surveys (CPS) because these  

*our use of a sample of household heads and unre la ted  ind iv idua l s  enables  
u s  t o  analyze the sample without weights. The reason is that, 
f i r s t ,  persons were sampled randomly, so t h a t  w e  have a random sample of 
unre la ted  ind iv idua ls .  Second, s ince  w e  have a random sample of persons, 
t he  p robab i l i t y  of drawing a person from a p a r t i c u l a r  household depends 
on the s i z e  of t h a t  household; i.e., NH/NP, where NH is the number i n  the 
household and NP is the t o t a l  U.S. population. But the p robab i l i t y  t h a t  
t h a t  ind iv idua l  i s  the head of t h a t  p a r t i c u l a r  household is inverse ly  
r e l a t e d  t o  the s i z e  of the household, 1/NH. Hence, the p robab i l i t y  that 
a p a r t i c u l a r  household head appears i n  the sample is  1/NH * NH/NP, o r  
1 /NP, which is the random sampling p robab i l i t y  f o r  persons. Therefore,  
we do no t  use the sampling weights i n  analyzing the 1950 data  on house- 
hold heads and unrela  ted ind iv idua ls .  



annual surveys c o l l e c t  de t a i l ed  informa t i o n  on family r e l a t ionsh ips .  For 

example, consider  a household u n i t  which c o n s i s t s  of a primary family of 

f o u r  persons and two unre la ted  individuals .  I n  the Censuses, we would 

count  t h i s  as three  income units--the family and two single-person uni t s .  

The CPS would tell us whether the two unrelated persons were r e l a t e d  t o  

each o ther ,  and, f o r  example, i f  they were married, we would have only 

two CPS un i t s .  Thus, poverty r a t e s  from the Censuses of 1960, 1970, and 

1980 are l i k e l y  to  be higher  than those from the corresponding Current 

Population Surveys. 

In  sum, w e  have t r i e d  i n  t h i s  paper to provide measures of poverty 

t h a t  correspond a s  c lose ly  a s  poss ib le  t o  the o f f i c i a l l y  published 

poverty statis t i c s ,  bu t  the reader  should bear i n  mind both the d i f f e r -  

ences over time i n  the measures presented here and the d i f f e rences  

between these  measures and those based on the Current Populat ion Surveys. 

THE LEVEL AND TREND OF POVERTY 

The poverty r a t e s  f o r  a l l  persons as derived from the abso lu te  

poverty l i n e s  and earned and pos t t r ans fe r  income i n  the f i v e  Census years  

a r e  shown i n  the  f i r s t  two rows of Table 1." Table 2 shows the 

corresponding set of r e l a t i v e  poverty l i n e s .  By the absolu te  l i n e s ,  

earn ings  poverty decl ined from almost  70 percent  of a l l  persons i n  1939 

t o  about  30 percent  i n  1979. By the r e l a t i v e  l i n e s ,  earnings poverty 

dec l ined  only s l i g h t l y ,  from about 40 t o  about 35 percent .  Absolute 

"~ l l  poverty r a t e s  i n  t h i s  paper a r e  based on the percentage of a l l  per- 
sons i n  the populat ion who r e s i d e  i n  households t h a t  have earnings o r  
income below the poverty thresholds.  



Table 1 

Percentage of A l l  Persons i n  Poverty, 
Absolute Threshold 

- 

% Change 
1939 1949 1959 1969 1979 1939-79 

Earnings 68.1 53.2 35.8 26.9 28.9 -57.6 

Pos t t r a n s f e r  income n.a. 40.5 22.1 14.4 13.1 -67 .7a 

Percentage poin t  
reduct ion i n  
poverty due to  
nonearned income 
sources 
(Row 1 - Row 2) n.a. 12.7 13.6 12.5 15.8 -- 

Percentage d i f f e rence  
between earnings 
and pos t t r ans  f e r  
poverty 
(Row 3 + Row 1) n.a. 23.9 38.3 46.5 54.7 - 

Note: I n  a l l  t ab les ,  percentage change is defined a s  100 times the 
l a t e s  t-year value l e s s  the i n i  t ia l -year  value divided by the 
i n i  t i a l -yea r  value. 

a ~ e r c e n t a g e  change is from 1949 to 1979. 



Table 2 

Percentage of A l l  Persons in 
Poverty, Relative Threshold 

% Change 
1939 1949 1959 1969 1979 1939-79 

Earnings 39.4 40 .1  34 .2  31 .2  34 .6  -12.2 

Pos ttransfer income n.a. 24.4 20 .2  19 .6  19 .9  -18 .4a 

Percentage point 
reduction in poverty 
due to nonearned 
income sources 
(Row 1 - Row 2 )  

Percentage difference 
be tween earnings 
poverty and post- 
transfer poverty 
(Row 3 + Row 1)  n.a. 39.2 4 0 . 9  37 .2  42 .5  - 

a~ercentage change i s  for 1949 to  1979. 



p o s t t r a n s f e r  income poverty f e l l  from 40.5 percent  i n  1949 t o  13.1 p e r  

c e n t  i n  1979, whereas i n  r e l a t i v e  terms i t  decl ined l e s s ,  from about 24 

percent  to  about  20 percent.  For each measure the percentage dec l ine  i n  

pos t t r a n s f  e r  income poverty exceeded t h a t  i n  earnings poverty . 
A s  the Appendix t ab le s  show, the abso lu te  and r e l a t i v e  poverty l i n e s  

were q u i t e  s i m i l a r  i n  value i n  1959. A s  a r e s u l t ,  the incidence of 

poverty f o r  pos t t r a n s f e r  income i n  t h a t  year  was 22.1 percent  according 

t o  the abso lu te  and 20.2 percent  according to the r e l a t i v e  measure. This  

s i m i l a r i t y  is a funct ion  of the r e l a t i v e  poverty measure we used--it was 

o r i g i n a l l y  s e t  a t  44 percent  of the median income-to-needs r a t i o  so t h a t  

abso lu te  and r e l a t i v e  poverty would be equal  i n  1965 ( see  Robert P lo tn ick  

and F e l i c i t y  Skidmore, Progress Against Poverty [New York: Academic 

P res s ,  19751, pp. 169-70). The abso lu te  measure shows a much l a r g e r  

d e c l i n e  i n  poverty because i t  is  adjus ted  only f o r  p r i ce  changes. Thus 

i n  1939, the abso lu te  l i n e  f o r  a family of fou r  a c t u a l l y  exceeded mean 

household income, while i n  1979 the l i n e  was only about 41 percent  of the 

mean. The r e l a t i v e  l i n e  i s  only about a t h i r d  of the absolu te  l i n e  i n  

1939 ($455 versus  $1408), but  is about a t h i r d  above i t  i n  1979 ($10,040 

versus  $7355). A s  a r e s u l t ,  r e l a t i v e  poverty f a l l s  l e s s  because the 

r e l a t i v e  l i n e  s t a r t s  below the absolu te  l i n e  and then r i s e s  more rapidly.  

Most of the dec l ine  i n  the  absolu te  measure is  due to  the genera l  

r i s e  i n  mean household income, a change which of i t s e l f  does no t  a f f e c t  - 

r e l a t i v e  poverty. Rela t ive  poverty dec l ines  only to the ex ten t  t h a t  the 

incomes of those a t  the lower end of the income d i s t r i b u t i o n  grow f a s t e r  

than the mean. 



The l a s t  two rows of Tables 1 and 2 show the percentage-point reduc- 

t i o n s  i n  poverty due to  nonearned income and the percentage d i f f e rence  

between earnings and pos t t r a n s f  e r  poverty. Both ind ica to r s  increase-- 

e s p e c i a l l y  the l a t t e r  f o r  the absolu te  measure. The increased an t i -  

poverty e f f ec t iveness  of nonearned income is probably due pr imar i ly  to 

government t r a n s f e r s ,  which rose  from 3.5 percent  of personal  income i n  

1939 to  19.4 percent  i n  1979. The o the r  sources of nonearned income a s  a 

percentage of personal  income--the sum of self-employment income, pen- 

s ions,  r e n t s ,  dividends, and i n t e r e s  t--declined s l i g h t l y  over the 40-year 

period.  They represented 32.6 percent  of personal income i n  1939 and 

27.9 i n  1979. 

POVERTY RATES BY AGE, RACE, AND SEX OF THE HOUSEHOLD HEAD 

I n  t h i s  s e c t i o n  we descr ibe  earnings and pos t t r a n s f  e r  poverty r a t e s ,  

based on abso lu te  and r e l a t i v e  measures, f o r  population groups defined by 

the  age, race,  and sex of the household head. We c l a s s i f y  the population 

i n t o  twelve mutually exclusive groups according to the age, sex, and race  

o f  the household head. We a l s o  look separa te ly  a t  a dichotomous c l a s s i -  

f i c a t i o n  of the populat ion i n t o  persons l i v i n g  within o r  outs ide  of an 

SMSA. 

Table 3 shows earnings poverty a s  measured by the absolu te  poverty 

l ines.* The growth of r e a l  earnings over the period is r e f l e c t e d  i n  the 

d e c l i n e  i n  the absolu te  poverty r a t e s  f o r  a l l  groups except e l d e r l y  

* ~ a r n i n ~ s  poverty includes only wage and sa l a ry  income because t h a t  is 
a l l  t h a t  is  a v a i l a b l e  i n  the  1940 Census. Earned-income poverty should 
i d e a l l y  include self-employment income a s  well .  A s  a r e s u l t ,  the se l f -  
employed a r e  counted a s  zero earners  and earnings poverty is  biased 
upwards. 



Table 3 

Percentage of Persons i n  Earnings Poverty, 
Categorized by Various Household Types, Absolute Measure 

% Change, 
Household Head 1939 1949 1959 1969 1979 1939-79 

Young (ages 15-24) 
White men 
Nonwhite men 
Whi t e  women 
Nonwhite women 

Prime (ages 25-64) 
White men 
Nonwhite men 
White women 
Nonwhite women 

E lde r ly  (ages  65+) 
White men 
Nonwhite men 
White women 
Nonwhite women 

Outside SMSA 

I n s i d e  SMSA 

T o t a l  

Note: The self-employed a r e  n o t  considered a s  earners  because i n  
1939 self-employment income was no t  counted by the Census. 
Thus, earnings poverty is higher than poverty based on a l l  
sources  of earned income, s ince  poverty r a t e s  a r e  computed f o r  
a l l  persons. Since the percentage of the population repor t ing  
self-employment income has been dec l in ing  over time, t h i s  b i a s  
should a l s o  dec l ine  over time. 



women. For the e n t i r e  1939 t o  1979 period ( l a s t  column) poverty r a t e s  

f e l l  more f o r  men than f o r  women i n  each age group, and more fo r  whites 

than f o r  nonwhites ( t h e  one exception is f o r  e lder ly  men), holding age 

and sex constant.  However, f o r  the 1959 t o  1979 sub-period, r a t e s  

genera l ly  declined more f o r  nonwhites than f o r  whites. While r a t e s  f o r  

persons l iv ing  outside of SMSAs exceed those of persons l i v i n g  ins ide  of 

SMSAs i n  every year, the r a t e s  f o r  the former declined more rapidly over 

the  40-year period. 

Table 4 gives the average wage and sa lary  earnings i n  constant  

d o l l a r s  f o r  households i n  each group i n  each year. The averages a r e  com- 

puted only f o r  nonzero values ( i . e . ,  only f o r  households with earnings) 

s o  t h a t  we have a measure of what an individual  from each group could 

expect  t o  earn a t  a wage and sa lary  job. The earnings of nonwhites grew 

rapidly  over the period r e l a t i v e  to  those of whites. I n  1939, white- 

nonwhite earnings d i f ferences  among households with earnings were g rea te r  

than male-female earnings differences.  By 1979, the whi te-nonwhite gap 

s t i l l  exis ted ,  but  was much narrower. The gap between the average earn- 

ings  of men and women is now la rge r  than the earnings gap between races. 

For example, consider men between the ages of 25 and 64. In 1939, the 

nonwhite/white r a t i o  was .44; by 1979, it had increased to  .80. The 

r a t i o  f o r  white women to  white men i n  t h i s  age group was .67 i n  1939 but  

only .49 i n  1979. The r a t i o  f o r  nonwhite women to  white women of tha t  

age increased dramatical ly,  from .42 i n  1939 t o  .89 i n  1979. 

Table 5 shows pos t t r ans fe r  poverty r a t e s ,  using absolute l i n e s ,  f o r  

the four Census years i n  which tha t  income measure is avai lable .  Within 

any age group, the poverty r a t e s  fo r  white men a r e  again the lowest. 

Poverty r a t e s  f o r  the e lde r ly  declined by more than those f o r  the o ther  



Table 4 

Average Real Household Earnings (1979 ~ o l l a r s )  

% Change 
Household Head 1939 1949 1959 1969 1979 1939-79 

Young (ages 15-24) 
White men 
Nonwhite men 
Whi t e  women 
Nonwhite women 

Prime (ages 25-64) 
White men 
Nonwhite men 
Whi t e  women 
Nonwhi t e  women 

E lde r ly  (ages 65+) 
White men 
Nonwhite men 
White women 
Nonwhi t e  women 

Outside SMSA 

I n s i d e  SMSA 

T o t a l  

Note: Averages a r e  based on nonzero values only. A l l  averages were con- 
ver ted  t o  1979 d o l l a r s  using the Consumer P r i c e  Index. 



Tab le  5 

Percen tage  of Persons  i n  P o s t  t r a n s f e r  Pover ty  
( A l l  Cash Income Sources ) ,  

Ca tegor ized  by Various  Household Types, Absolute  Measures 

Household Head 
% Change, 

1949 1959 1969 1979 1949-79 

Young (ages  15-24) 
White men 
Nonwhite men 
W h i  te women 
Nonwhite women 

Prime (ages  25-64) 
White men 
Nonwhite men 
White women 
Nonwhi te women 

E l d e r l y  ( a g e s  65+) 
White men 
Nonwhite men 
W h i  te women 
Nonwhite women 

Ou t s ide  SMSA 

I n s i d e  SMSA 

T o t a l  



two age groups, p r imar i ly  because of the growth of s o c i a l  s e c u r i t y  and 

p r i v a t e  pensions. Poverty r a t e s  dec l ined  more i n  percentage terms f o r  

whi tes  than f o r  nonwhites, holding age and sex constant .  Poverty r a t e s  

f o r  men (hold ing  r a c e  and age cons tan t )  decl ined much more i n  percentage 

terms than those f o r  women. 

The average r a t i o  of p o s t t r a n s f e r  income t o  the  abso lu t e  poverty l i n e  

f o r  each group is  shown i n  Table 6. This  measure c o r r e c t s  f o r  both p r i c e  

changes over time and f o r  d i f f e r ences  i n  family s i z e  i n  each year.  A l l  

groups show s u b s t a n t i a l  increases .  When r ace  and sex a r e  held cons tan t ,  

t h e  l a r g e s t  ga ins  a r e  f o r  the e lde r ly .  For example, i n  1949 the  

household-size-ad ju s  ted income of households headed by e l d e r l y  white  men 

was 72 percent  of t h a t  of households headed by prime-aged white men (1.31 

ve r sus  1.81); by 1979, t h i s  had increasd to  83  percent  (3.50 versus  

4.23). 

The average household-size-adjusted income of prime-aged nonwhite men 

gained r e l a t i v e  to  t h a t  of white prime-aged men, from a r a t i o  of .54 i n  

1949 t o  .70 i n  1979. The average income of households headed by prime- 

aged whi te  women f e l l  s l i g h t l y  r e l a t i v e  t o  t h a t  of prime-aged white men, 

dropping from 68 percent  i n  1949 t o  65 percent  i n  1979. 

Prime-aged nonwhite women gained g r e a t l y  r e l a t i v e  t o  prime-aged white 

women. The i r  average income was 48 percent  of white  women i n  1949 and 64 

pe rcen t  i n  1979. However, t h e i r  incomes were only 42 percent  of those of 

prime-aged white  men i n  1979. Increases  i n  r e a l  incomes, holding sex and 

r a c e  contant ,  were slower f o r  households headed by the  young than f o r  

e i t h e r  t he  prime-aged o r  the  e lde r ly .  

I n  Table  7, we show the  percentage change i n  poverty i n  each year  

that is  due to adding a l l  o t h e r  sources of cash income to  earnings.  The 



Table 6 

Average Rat io  of Pos t  t r a n s f e r  Household Income 
Re la t ive  to  the Absolute Poverty Line 

- - 

Household Head 
% Change, 

1949 1959 1969 1979 1949-79 

Young (ages 15-24)  
White men 
Nonwhite men 
W h i  t e  women 
Nonwhite women 

Prime (ages 25-64) 
Whi t e  men 
Nonwhite men 
W h i  t e  women 
Nonwhite women 

Elder ly  (ages 65+) 
Whi t e  men 
Nonwhite men 
W h i  t e  women 
Nonwhite women 

Outside SMSA 

I n s i d e  SMSA 

T o t a l  

Notes: A r a t i o  below 1.0 means t h a t  the average person i n  the group 
had income below the poverty l i n e .  Rat ios  a r e  cor rec ted  f o r  
p r i c e  changes and d i f f e rences  i n  family s i z e  i n  each year. 



Table 7 

E f f e c t  of Nonearned (Pos t t r ans fe r )  Income on Poverty: 
Reduction i n  Poverty At t r ibu tab le  to  Cash Income 

0 t h e r  than Earningsa 

Persons i n  
Households 
Headed By 

Young (ages 15-24) 
White men 
Nonwhite men 
W h i  t e  women 
Nonwhite women 

Prime (ages 25-64) 
White men 
Nonwhite men 
W h i  t e  women 
Nonwhite women 

E lde r ly  (ages  65+) 
White men 
Nonwhite men 
W h i  t e  women 
Nonwhite women 

Outside SMSA 

I n s i d e  SMSA 

T o t a l  

a ~ a l c u l a t e d  a s  100 times the d i f f e rence  between earnings 
poverty (Table 3) and pos t t r ans fe r  poverty (Table 5 ) ,  
divided by earnings poverty. 



most drama t i c  i nc rease  i n  the  an t ipove r ty  impact occurred among the 

e l d e r l y .  I n  1949 nonearned income reduced poverty by 25.2 percent  f o r  

households headed by e l d e r l y  white men and by 23.9 percent  f o r  a l l  p e r  

sons." By 1979 these  impacts had grown to  88.7 percent  f o r  e l d e r l y  white  

men and 54.7 pe rcen t  f o r  a l l  persons. Holding age and sex cons tan t ,  the  

e f f e c t s  a r e  l a r g e r  f o r  whites  than f o r  nonwhites; holding age and race  

cons t an t ,  the  e f f e c t s  a r e  l a r g e r  f o r  men than f o r  women. The magnitudes 

o f  these  e f f e c t s  a r e  pr imar i ly  r e l a t e d  t o  the  c a t e g o r i c a l  na ture  of 

income t r ans f  e r  programs--social insurance b e n e f i t s  t h a t  a r e  r e l a t e d  to  

p r i o r  earn ings  a r e  l a r g e r  f o r  whites  and men than f o r  nonwhites and 

women, and pub l i c  a s s i s t a n c e  b e n e f i t s ,  p a r t i c u l a r l y  those received by 

female household heads with ch i ld ren ,  genera l ly  a r e  the lowest. 

Table  8 shows earnings poverty by demographic group of the household 

head, using r e l a t i v e  poverty l i n e s .  While the  abso lu t e  r a t e s  shown i n  

Table  3 dec l ined  over  the  40-year per iod f o r  a lmost  a l l  of the groups, 

t h e  r e l a t i v e  r a t e s  dec l ined  f o r  only a small  number. Re la t ive  poverty 

dec l ined  only f o r  nonwhite men, f o r  white men aged 25-64, and f o r  persons 

l i v i n g  o u t s i d e  of a n  SMSA. For a l l  o t h e r  groups r e l a t i v e  poverty 

increased ,  and these  inc reases  were l a r g e  f o r  young white women and 

e l d e r l y  whites  of both sexes. For the  e l d e r l y ,  t h i s  i s  a t t r i b u t a b l e  to  

t h e i r  d e c l i n e  i n  l abo r  f o r c e  pa r t i c ipa t ion .  

Much of the  d i f f e r e n c e  i n  poverty t rends between the  abso lu t e  and 

r e l a t i v e  measure d isappears  when we turn  t o  p o s t t r a n s f e r  incomes. 

Table  9 shows p o s t t r a n s f e r  poverty r a t e s  using r e l a t i v e  l i n e s .  Between 

" ~ h e s e  e f f e c t s  a r e  ove r s t a t ed  f o r  two reasons. F i r s t ,  the  self-employed 
were considered t o  have no earnings.  Second, these c a l c u l a t i o n s  do n o t  
a d j u s t  f o r  l a b o r s u p p l y  responses t o  publ ic  o r  p r i v a t e  t r ans fe r s .  



Table 8 

Percentage of Persons i n  Earnings Poverty,  
Categorized by Various Household Types, Re la t ive  Measure 

% Change, 
Household Head 1939 1949 1959 1969 1979 1939-79 

Young (ages 15-24) 
White men 
Nonwhite men 
White women 
Nonwhite women 

Prime (ages 25-64) 
White men 
Nonwhite men 
White women 
Nonwhite women 

Elder ly  (ages 65+) 
White men 
Nonwhite men 
White women 
Nonwhite women 

Outside SMSA 

I n s i d e  SMSA 

T o t a l  

Note: See Table 3. 



Table 9 

Percentage of Persons i n  Pos t t r a n s f e r  Poverty 
( A l l  Cash Income Sources) ,  

Categorized by Various Household Types, Re la t ive  Measure 

Household Head 
% Change, 

1949 1959 1969 1979 1949-79 

Young (ages 15-24) 
White men 
Nonwhite men 
W h i  t e  women 
Nonwhi t e  women 

Prime (ages 25-64) 
White men 
Nonwhite men 
White women 
Nonwhite women 

E lde r ly  (ages  65+) 
W h i  t e  men 
Nonwhite men 
W h i  t e  women 
Nonwhite women 

Outside SMSA 

I n s i d e  SMSA 

T o t a l  



1949 and 1979, r e l a t i v e  p o s t t r a n s f e r  poverty decl ined f o r  most of the 

groups, bu t  i n  each case the reduct ion  i n  the  r e l a t i v e  measure is less 

than that i n  the abso lu t e  measure. Among the prime-aged group, com- 

p a r a t i v e l y  l a r g e  decreases  i n  the poverty r a t e  occurred f o r  nonwhite men. 

Among the e l d e r l y ,  the dec l ine  i n  poverty was g r e a t e r  f o r  men than f o r  

women. Re la t ive  poverty decl ined among those l i v i n g  ou t s ide  of a n  SMSA, 

b u t  increased f o r  those i n s i d e  an  SMSA. 

POVERTY GAPS BY AGE, RACE, AND SEX 

The i n t e n s i t y  of poverty may be measured by the d o l l a r  gap between a 

householdt s income and i ts  poverty l i n e  ( i n  t h i s  s ec t ion ,  only abso lu t e  

poverty l i n e s  a r e  used). For any group, we  measure the poverty gap f o r  

a r ep resen ta t ive  ind iv idua l  by summing the d o l l a r  va lues  and d iv id ing  by 

t h e  number of poor households. (The poverty gap f o r  the nonpoor is, by 

d e f i n i t i o n ,  zero.) I n  a s i n g l e  year ,  t h i s  provides a reasonable means by 

which t o  compare the i n t e n s i t y  of poverty ac ros s  demographic groups. But 

over  the 40-year per iod examined i n  t h i s  paper, both incomes and the 

poverty l i n e s  increased ,  so that cross-year comparisons of d o l l a r  gaps 

a r e  d i f f i c u l t  t o  i n t e r p r e t .  

I n  o rde r  t o  permit comparisons a c r o s s  both groups and years ,  we com- 

pu te  the poverty gap as a percentage of the poverty l i n e  f o r  each house- 

ho ld ,  and then average these  percentage gaps over the poor households of 

each group. These numbers must therefore  l i e  between zero  and one. The 

h igher  the number, the  f a r t h e r  away the household is from the poverty 

l i n e .  Table 10 p re sen t s  earn ings  poverty gaps f o r  1939 through 1979, and 

Table  11 p resen t s  p o s t t r a n s f e r  poverty gaps f o r  1949 through 1979. 



T a b l e  10 

E a r n i n g s  P o v e r t y  Gaps as a P e r c e n t a g e  of Abso lu te  Pover ty  L ine  

P e r s o n s  i n  
Households  
Headed By 

Young ( a g e s  15-24) 
White men 
Nonwhite men 
White women 
Nonwhi te women 

Pr ime ( a g e s  25-64) 
White  men 
Nonwhite men 
W h i  te women 
Nonwhite women 

E l d e r l y  ( a g e s  65+) 
Whi te men 
Nonwhite men 
White women 
Nonwhi te women 

O u t s i d e  SMSA 

I n s i d e  SMSA 

T o t a l  

Note: The h i g h e r  t h e  number i n  each  row, t h e  f a r t h e r  t h e  household 
i s  from t h e  pover ty  l i n e .  



Table  11 

P o s t t r a n s f e r  Poverty Gaps a s  a Percentage of Absolute Poverty Line 

Persons in  
Households 
Headed By 

Young (ages 15-24) 
White men 
Nonwhite men 
White women 
Nonwhite women 

Prime (ages 25-64) 
White men 
Nonwhite men 
Whi t e  women 
Nonwhite women 

E lde r ly  (ages  65+) 
White men 
Nonwhite men 
White women 
Nonwhite women 

Outside SMSA 

I n s i d e  SMSA 

T o t a l  



I n  Table 10 i t  is  s t r i k i n g  how l i t t l e  change occurs,  and the  change 

which does occur is  genera l ly  toward g r e a t e r  poverty. A s  we showed 

e a r l i e r ,  the  percentage of the  populat ion i n  poverty dec l ines  over the 

period.  These da t a  show t h a t  those who remain poor i n  l a t e r  years  have 

incomes t h a t  a r e  on average f a r t h e r  below the poverty l i n e .  Thus, i n  

1939, when 68.1 percent  of the  populat ion was considered earnings poor, 

t h e  t y p i c a l  poor household earned 29 percent  of the  poverty l i n e  and the  

gap was 71 percent .  I n  1979, when 28.9 percent  were earn ings  poor, the 

t y p i c a l  poor household earned only 18 percent  of the  poverty l i n e .  We 

should p o i n t  out ,  however, t h a t  a more convent ional  measure which com- 

puted the  poverty gap a s  a percentage of mean household income would 

fal l - -our  denominator, the  poverty l i n e ,  is f ixed  i n  r e a l  terms, while 

mean household income would provide an increas ing  denominator. 

The i n t e n s i t y  of earn ings  poverty decl ined s l i g h t l y  f o r  most groups 

of  households headed by young persons, bu t  has increased f o r  the prime- 

aged and the  e l d e r l y .  For households headed by young men (white  and 

nonwhite) and prime-aged nonwhite men, earnings poverty gaps f e l l  be tween 

1939 and 1959, then increased between 1959 and 1979. 

P o s t t r a n s f e r  poverty gaps a r e  shown i n  Table 11. Overal l ,  the  gap 

dec l ined  by 16 percent  between 1949 and 1979. Large reduct ions  i n  the 

gap f o r  t he  e l d e r l y  a r e  due t o  the  growth of s o c i a l  insurance and p r i v a t e  

pensions. Average p o s t t r a n s f e r  poverty gaps a l s o  f e l l  f o r  households 

headed by prime-aged and young women, bu t  ro se  i n  households headed by 

nonaged men. I n  any year ,  i t  is  usua l ly  the  case  t h a t  t he  percentage 

gap is  g r e a t e r  f o r  nonwhites than f o r  whi tes ,  and g r e a t e r  f o r  women than 

f o r  men, a l though these d i f f e r ences  a r e  n o t  la rge .  



THE EFFECT OF CHANGES I N  THE AGE, RACE, AND SEX COMPOSITION OF THE 
POPULATION ON POVERTY 

Whereas abso lu t e  p o s t t r a n s f e r  income poverty has decl ined f o r  a l l  

groups,  i t  remains s tubbornly high f o r  some demographic groups, espe- 

c i a l l y  those i n  households headed by young women of both races  and by 

prime-aged and e l d e r l y  nonwhite women. 

A s  t he  populat ion has grown over the 40-year per iod,  the proport ion 

o f  the  populat ion i n  each demographic group has changed. S p e c i f i c a l l y ,  

t h e  propor t ion  of households headed by white  men has decl ined,  while 

a l l  o t h e r  groups have propor t iona l ly  increased. The proport ions of each 

group i n  t he  t o t a l  populat ion i n  each of the  f i v e  Census yea r s  is shown 

i n  Table 12. The e f f e c t  of t h i s  demographic change has been t o  r a i s e  the  

poverty r a t e  above what i t  might have been i n  the  absence of such change, 

s i n c e  the  group l e a s t  l i k e l y  to  be poor has dec l ined ,  and the  groups most 

l i k e l y  t o  be poor have increased most, i n  percentage terms. For example, 

t h e  percentage of a l l  persons l i v i n g  i n  households headed by white  men 

between the  ages of 25 and 64 dropped from 69.7 t o  57.8 percent .  A l l  

o t he r  groups increased t h e i r  r e l a t i v e  shares ,  the l a r g e s t  increases  

coming from the young and from households headed by nonwhite women. The 

number of persons l i v i n g  i n  a household headed by a woman increased 

o v e r a l l  from 12.4 t o  18.6 percent .  

The e f f e c t  of demographic change on the poverty r a t e  can be est imated 

accord ing  to  a method descr ibed by Danziger and P lo tn i ck  ("Demographic 

change, government t r a n s f e r s  , and income d i s  t r i b u  t i on ,  " Monthly Labor 

Review, 100 (1977), 7-11). This  c a l c u l a t i o n  assumes t h a t  the demographic 

change had no e f f e c t  on each group' s poverty r a t e .  The aggregate  poverty 



Table  12 

P e r c e n t a g e  of P o p u l a t i o n  i n  Each Age, Race, 
and Sex Group, 1940-1980 

P e r s o n s  i n  
Households 
Headed By 

% Change, 
1940 1950 1960 1970 1980 1940-80 

Young (ages  15-24) 
White men 2.9 
Nonwhite men 0.5 
White women 0.7 
Nonwhi te women 0.2 

Prime (ages  25-64) 
White men 69.7 
Nonwhite men 6.9 
Whi te women 7.3 
Nonw h i  te  women 1.6 

E l d e r l y  (ages  65+) 
White men 7 .O 
Nonwhite men 0.7 
W h i  te women 2.3 
Nonwhite women 0.3 

O u t s i d e  SMSA 46.8 

I n s i d e  SMSA 53.2 

T o t a l  o b s e r v a t i o n s  
i n  sample ( m i l l i o n s )  1.289 



r a t e  i n  the absence of demographic change may then be computed by using 

t h e  group-specif ic  poverty r a t e s  f o r  a given yea r  and the 1940 populat ion 

propor t ions  f o r  each group. The r e s u l t s  of these c a l c u l a t i o n s  a r e  pre- 

sen ted  i n  Table 13  (us ing  the abso lu t e  poverty l i n e s )  and Table 14 (using 

t h e  r e l a t i v e  poverty l i n e s ) .  I f  the demographic composition of the popu- 

l a t i o n  had remained a s  i t  was i n  1940, then abso lu t e  earnings poverty i n  

1979 would have been 13.5 percent  below the  a c t u a l  l e v e l  (25.0 in s t ead  of 

28.9 percent  of a l l  persons) and abso lu t e  income poverty would have been 

lower by 22.9 percent  (10.1 in s t ead  of 13.1). Thus changes i n  the  age, 

r ace ,  and sex composition of the  populat ion increased poverty. The 

e f f e c t  of demographic change on r e l a t i v e  poverty is s imi l a r ,  bu t  s l i g h t l y  

lower f o r  each type of threshold (compare Tables 13 and 14).  Between 

1969 and 1979, the  poverty-increasing e f f e c t  of demographic change was 

p a r t i c u l a r l y  l a r g e  because of the rap id  inc rease  i n  the percentage of the 

popula t ion  l i v i n g  i n  households headed by women. 

POVERTY AND THE CHANGING EMPLOYMENT STATUS OF MEN AND WOMEN 

I n  a d d i t i o n  t o  changes i n  the  age, race,  and sex  composition of the  

popula t ion  analyzed above, there  have been important changes i n  the  l abo r  

f o r c e  p a r t i c i p a t i o n  of var ious  groups. The dec l ine  i n  l abo r  fo rce  par- 

t i c i p a t i o n  of men and the  concomitant i nc rease  f o r  married women lead  us 

t o  analyze the  incomes and poverty s t a t u s  (according to  the  abso lu t e  

l i n e s )  of groups defined by the l a b o r  fo rce  p a r t i c i p a t i o n ,  a s  we l l  a s  by 

t h e  sex and r ace ,  of the household head. 

We look sepa ra t e ly  a t  whites ,  nonwhites, and Hispanics ,  and d iv ide  

t h e  popula t ion  i n  each of these  three  mutually exc lus ive  groups i n t o  s i x  

mutually exc lus ive  subgroups ( f o r  a t o t a l  of 18 mutually exc lus ive  



Table 13 

The E f f e c t s  of Changes i n  the Age, Race, and Sex Composition of 
the  Populat ion on the Absolute Poverty Rate,  1939-1979 

Earnings Poverty ( O f f i c i a l  Lines)  
Percentage Change 

i n  Poverty Rate 
A t t r i b u t a b l e  t o  

1940 Demographic Demographic 
Actual Composition changea 

1939 68.1 68.1 0 

1949 53.2 53 .O +O. 4 

1959 35.8 35.4 +l. 1 

1969 26.9 25.1 +6.7 

1979 28.9 25.0 +13.5 

% Change 1939-79 -57.6 -63.3 - 

P o s t t r a n s f e r  Poverty ( O f f i c i a l  Lines)  
Percentage Change 

i n  Poverty Rate 
A t t r i b u t a b l e  to  

1940 Demographic Demographic 
Actual Composition Changea 

% Change 1949-79 -69 .O -75.3 -- 

a ~ e f i n e d  a s  [ a c t u a l  r a t e ]  - [ r a t e  with demographic composition of 
19401 + [ a c t u a l  r a t e ] .  A pos i t i ve  s ign  i n d i c a t e s  t h a t  the 
demographic change t h a t  occurred a f t e r  1940 served t o  increase  the 
aggrega te  poverty ra te .  



Table 14 

The E f f e c t s  of Changes i n  the Age, Race, and Sex Composition 
of  the Populat ion on the Rela t ive  Poverty Rate,  1939-1979 

Earnings Poverty (Rela t ive  ~ i n e s )  
Percentage Change 

i n  poverty ~a t e  
A t t r i b u t a b l e  to  

1940 Demographic Demographic 
Ac t u a l  Composition Changea 

1939 39.4 39.4 0 

1949 40.1 40.0 +0.2 

1959 34.2 33.8 +1.2 

1969 31.2 29.3 +6.1 

1979 34.6 30.2 +12.7 

% Change 1939-79 -12.2 -23.4 -- 

Pos t t r a n s f e r  Poverty (Re la t ive  Lines) 
Percentage Change 

i n  poverty  ate 
A t t r i b u t a b l e  to 

1940 Demographic Demographic 
Actual  Composition Change8 

1949 24.4 24.3 

1959 20.2 19.7 

1969 19.6 17.6 

1979 19.9 16.0 

% Change 1949-79 -25.2 -34.4 

aDefined a s  d i f f e rence  between a c t u a l  r a t e  and r a t e  with 
demographic composition a s  i n  1940 divided by the a c t u a l  r a t e .  A 
p o s i t i v e  s i g n  ind ica t e s  t h a t  the demographic change t h a t  occured 
s ince  1940 served to inc rease  the aggregate poverty ra  t e  . 



groups)--households headed by men, c ros s -c l a s s i f i ed  by whether the  man 

and wi fe  do o r  do n o t  work; and those headed by women, by whether she 

works o r  does not .  Because the  income da t a  r e f e r  t o  the year  preceding 

t h e  Census, we de f ine  l a b o r  fo rce  p a r t i c i p a t i o n  by the  number of weeks 

worked i n  the  p r i o r  year.  Male and female heads and wives a r e  c l a s s i f i e d  

a s  n o t  working only i f  they d id  n o t  work a t  a l l  during t h i s  e n t i r e  year.  

Work the re fo re  r e f e r s  t o  both part-t ime and ful l - t ime jobs. 

A s  we mentioned e a r l i e r ,  i n  1950 we confined our  a n a l y s i s  t o  house- 

hold heads and unre la ted  ind iv idua ls  i n  the sample f i l e .  Because very 

l i t t l e  family information was a v a i l a b l e  i n  the  head's own record,  we were 

unable t o  determine the  employment s t a t u s  of the spouse. Therefore,  i n  

1950 we can de f ine  only fou r  ca t egor i e s  i n  each of the  th ree  

r a c i a l l e t h n i c  groups--male head, man working; male head, man n o t  working; 

female head, working; and female head, n o t  working. 

I n  add i t i on ,  the  q u a l i t y  of information by which t o  i d e n t i f y  

Hispanics  v a r i e s  among Censuses. We used the  b e s t  a v a i l a b l e  information 

i n  any year ;  consequent ly,  the v a r i a b l e s  used t o  de f ine  Hispanics a r e  n o t  

t h e  same i n  every year.  For 1940 through 1960, w e  used "Spanish 

surname," which i n d i c a t e s  t h a t  the i n d i v i d u a l ' s  name was on a l i s t  of 

Spanish surnames drawn up i n  1980. I n  1960 t h i s  v a r i a b l e  app l i ed  only to  

i n d i v i d u a l s  r e s i d i n g  i n  the  f i v e  southwestern s t a t e s ,  so Hispanics i n  

o t h e r  s t a t e s  i n  1960 were omitted from t h i s  category.  I n  1940 and 1950, 

t h i s  l i s t  was checked f o r  a l l  i nd iv idua l s  i n  the  sample. I n  1970 and 

1980, the household head was asked i f  she o r  he was of Spanish descent.  

Th i s  v a r i a b l e  was used t o  c l a s s i f y  Hispanic f a m i l i e s  i n  1970 and 1980. 

Thus, the  numbers f o r  1960 a r e  c l e a r l y  too low, while those i n  1970 and 

1980 a r e  l i k e l y  t o  be h igher  because of t h e i r  r e l i a n c e  on se l f - repor t s .  



Table 15 shows the percentage of the populat ion i n  each of the 18 

groups i n  the  f i v e  Census years .  The l a r g e s t  increases  i n  abso lu t e  terms 

have occurred among male-headed households i n  which both head and wife  

work, and male-headed households i n  which only the wife works. There has 

been a corresponding dec l ine  i n  the share  of male-headed households i n  

which only the man works. (This  group includes both s i n g l e  and married 

men.) For example, i n  1940, 10.9 percent  of a l l  persons (summed over 

whi tes ,  nonwhites, and Hispanics)  l i v e d  i n  households where both the hus- 

band and wife  worked. By 1960, this had increased to 28.8 percent ,  and 

by 1980, to  37.9 percent .  The propor t ion  of persons l i v i n g  i n  

" t r a d i t i o n a l "  f a m i l i e s  where the  husband worked and the  wife  d id  n o t  f e l l  

d r ama t i ca l ly ,  from 68.0 pe rcen t  i n  1940 t o  53.2 percent  i n  1960 t o  32.4 

percent  i n  1980. 

Between 1940 and 1980, two-earner f ami l i e s  increased by about  250 

pe rcen t  f o r  whites  and 125 percent  f o r  nonwhites, while households i n  

which only the  man worked decl ined by about  55 percent  f o r  whites  and 40 

percent  f o r  nonwhites. I n  1940, male-headed households with only the  

head working were by f a r  the  dominant form f o r  whites  and nonwhites. By 

1980, two-earner f ami l i e s  were the  l a r g e s t  populat ion share  f o r  whites  

and nonwhites, wi th  " t r a d i t i o n a l "  f a m i l i e s  a f a i r l y  c l o s e  second. 

The percentage of a l l  persons who a r e  Hispanic has grown con- 

s i d e r a b l y ,  from 1.2 pe rcen t  t o  6.2 pe rcen t  between 1940 and 1980, owing 

t o  a c t u a l  growth i n  t he  s i z e  of t h i s  group as wel l  as t o  changes i n  

Census r epo r t ing  procedures." Hispanics  have similar t rends i n  the  l a b o r  

' ~ecause  of the very small base f o r  Hispanics  i n  1940, the percentage 
changes shown i n  the  las t  column of Table 15 a r e  no t  very r e l i a b l e .  



Table 15 

Percentage of Population i n  Each Demographic Group 

Persons i n  
Households % Change 
Headed By 1940 1950 1960 1970 1980 1940-80 

White 
Male Head 

Husband and wife work 24.8 29.6 31.5 253.9 
Only the head works 61.7 8'9 ) 68*1 47.6 37.4 26.9 -56.4 
Only wife works 0.9 1.2 2.0 185.7 
Nei ther  works O o 7  7.2 ) 7 * 5  4.6 5.0 6.9 -4.2 

Female Head 
Works 4.1 5.6 4.7 6.1 7.7 87.4 
Does no t  work 6.1 5.6 4.0 4.2 4.9 -19.7 

Nonwhite 
Male Head 

Husband and wife work l og  ) 7.7 3.5 4.0 4.3 126.3 
Only the head works 5.4 4.4 3.6 3.2 -40.7 
Only wife works 0.2 0.3 0.4 

o * l ) l * o  0.7 0.8 
300.0 

Neither  works 0.6 1.2 100.0 

Female Head 
Works 1.2 1.6 1.4 1.9 2.7 125 .O 
Does not  work 0.8 1.1 1 .O 1.4 2.1 162.5 

Hispanic 
Male Head 

Husband and wife work 
O'' ) 1.4 0.5 1.4 2.1 2000.0 

Only the head works 0.9 1.2 2.1 2.3 155.6 
Only wife works 

O o 0  ) 0.2 0.0 0.1 0.1 -- 
Nei ther  works 0.1 0.1 0.2 0.5 400 .O 

Female Head 
Works 0.0 0.1 0.1 0.3 0.6 -- 
Does no t  work 0.1 0.1 0.1 0.4 0.6 500 .O 

Notes: These data  c l a s s i f y  persons by t h e i r  household s t a t u s  i n  the 
Census year ,  but t h e i r  labor  force  s t a t u s  i n  the p r i o r  year.  
I n  1950, there a r e  only 2 groups of male-headed households by 
employment s t a t u s ,  because i n  t h a t  year  we do not  know the 
employment s t a t u s  of the spouse--only of the head. Hence, the 
ca t egor i e s  a r e  "head works" and "head doesn ' t  work." 



supply of heads and wives a s  those f o r  whi tes  and nonwhites. The male- 

headed household i n  which only the man worked was the most common house- 

ho ld  type i n  1940, whereas by 1980 t h e r e  was a near ly  even s p l i t  between 

t h i s  form and the  two-earner family.  

For a l l  t h r ee  r a c i a l l e t h n i c  groups, w e  see a growth i n  the r e l a t i v e  

share of persons l i v i n g  i n  female-headed households. For whites  there  

has  been both an  i nc rease  i n  female headship and a trend toward market 

work by women heading households: about  4 percent  of persons i n  1940 

l i v e d  with female household heads who worked, about  8 pe rcen t  i n  1980; 6 

pe rcen t  of persons i n  1940 b u t  5 pe rcen t  i n  1980 l i v e d  wi th  female house- 

hold heads who d id  n o t  work. For nonwhites and Hispanics ,  the populat ion 

share of both working and nonworking female household heads has 

increased.  

Changes i n  the composition of f a m i l i e s  by employment s t a t u s  a lone  

have obvious imp l i ca t i ons  f o r  household earn ings  and poverty rates. We 

now tu rn  t o  t rends  i n  poverty and average earnings f o r  t he se  groups over 

t h e  40-year period. We then d i scus s  the impact on the aggrega te  poverty 

rate of these  changes i n  the composition of the populat ion by race, eth-  

n i c i t y ,  sex of the head, and employment s t a t u s  of the head and spouse. 

Table  16 p r e s e n t s  earn ings  poverty rates f o r  the  18 groups. Poverty 

rates f o r  households i n  which the  husband and wife  both work are the  

l owes t  of a l l  groups i n  any year ,  and t h e i r  rates f e l l  by the l a r g e s t  

amounts i n  both abso lu t e  and percentage terms over the 40-year period. 

Among women heading households, those who work have much lower earn ings  

poverty rates than those who do not. Nonwhi te-whi te d i f f e r e n t i a l s  

narrow, e s p e c i a l l y  f o r  t he  1959-79 sub-period. For example, t he  



Table  16 

Earnings Poverty Among Persons, Absolute Line 

Persons i n  
Households 
Headed By 

% Change 
1939 1949 1959 1969 1979 1939-79 

White 
Male Head 

Husband and wife  work 
Only the  head works 
Only wife  works 
Nei ther  works 

Female Head 
Works 
Does n o t  work 

Nonwhite 
Male Head 

Husband and wife  work 
Only the  head works 
Only wife  works 
Ne i the r  works 

Female Head 
Works 
Does n o t  work 

Hispanic 
Male Head 

Husband and wife  work 
Only the  head works 
Only wife  works 
Nei ther  works 

Female Head 
Works 
Does no t  work 

A l l  

Note: For explana t ion  of demographic groups i n  1949, s e e  Table 15. 



nonwhite-whi t e  r a t i o  of earnings poverty r a t e s  f o r  two-earner households 

was 2.64 i n  1959 (46.5 versus  17.6 percent  poor) and only 1.16 i n  1979. 

Pover ty  among nonwhites decl ined more than among Hispanics between 1939 

and 1959. 

Table 17 p re sen t s  average r e a l  household earn ings  f o r  each of the 

demographic groups. Only those with any earnings a t  a l l  a r e  included i n  

t h e  ca lcu la t ions .*  Mean earnings of households i n  which the male head 

works, with and without  a working wife,  a r e  much l a r g e r  than those of 

o t h e r  households. The f a s t e s t  r a t e s  of growth and the h ighes t  l e v e l s  of 

ea rn ings ,  holding race  o r  e t h n i c  s t a t u s  cons tan t ,  a r e  f o r  households i n  

which both husband and wife work. For example, i n  1939, nonwhite house- 

holds with two ea rne r s  had earnings t h a t  were about 18 percent  above 

those  of male-earneronly  households; by 1979, t h i s  d i f f e r e n t i a l  had 

increased  t o  85 percent .  For whites,  the d i f f e r e n t i a l  i n  two-earner ver- 

s u s  male-earner households was 18 percent  i n  1939 and 40 percent  i n  1979. 

Holding sex  of head and employment s t a t u s  cons tan t ,  the  f a s t e s t  r a t e s  

o f  earn ings  growth f o r  each of the  s i x  ca t egor i e s  were f o r  nonwhites, 

followed by Hispanics ,  both of which exceeded the growth r a t e s  of whites.  

For  example, i n  1939 the  nonwhite-white earnings r a t i o  f o r  two-earner 

households was .43; by 1979 i t  had increased to  .94. Among female house- 

hold heads who work, the nonwhite-white r a t i o  increased from .45 i n  1939 

t o  .99 i n  1979. 

* Thus the  ca t egor i e s  "ne i the r  work" and "female head doesn ' t  work" a r e  
n o t  very r e l i a b l e ,  because the  only households i n  these ca t egor i e s  a r e  
ones i n  which someone o t h e r  than the  head o r  spouse works--a very 
small group r e l a t i v e  to o t h e r  households i n  t h i s  category. 
Therefore,  the poverty r a t e s  f o r  these groups a r e  s t i l l  very high, 
because the poverty r a t e s  a r e  based on a l l  households, with and 
wi thout  earnings.  



Table 17 

Average Real Household Earnings (1979 d o l l a r s )  

Persons i n  
Households 
Headed By 

% Change 
1939 1949 1959 1969 1979 1939-79 

Whi t e  
Male Head 

Husband and wife  work $9,125 $16,921 $23,401 $25,171 
Only the head works 7,714 ) $9,992 14,033 18,204 17,994 
Only wife  works 7,015 8,848 9,666 
Nei ther  works 49599) 6,161 79179 10,223 11,147 9,665 

Female Head 
Works 4,672 5,795 7,767 9,450 9,413 
Does n o t  work 6,642 7,603 9,817 10,787 9,830 

Nonwhite 
Male Head 

Husband and wife  work 11,271 19,261 23,586 
Only the head works 39914) 3,313 59646 8,273 11,585 12,717 
Only wife  works 4,189 6,375 9,470 
Nei ther  works 29279) 2,670 39976 6,196 8,528 8,685 

Female Head 
Works 2,127 3,237 4,876 7,771 9,360 
Does n o t  work 2,796 3,928 5,772 7,524 9,542 

Hispanic 
Male Head 

Husband and wife  work 14,102 19,602 21,130 
Only the head works 4,588 69987) 7,077 9,386 13,359 13,366 
Only wife  works 6,888 8,021 9,630 
Nei ther  works 4,844 39627) 5,434 7,050 8,777 8,854 

Female Head 
Works 
Does n o t  work 

A l l  6,945 8,895 13,293 17,639 17,819 

Note: Averages a r e  based on households with any earnings;  no-earnings house- 
ho lds  excluded. A l l  averages were converted t o  1979 d o l l a r s  using the 
Consumer P r i c e  Index. For explanat ion of demographic groups i n  1949, 
s e e  Table 15. 



The t rends  i n  p o s t t r a n s f e r  poverty  r a t e s  i n  Table  18 a r e  s i m i l a r  t o  

t h e  t rends i n  ea rn ings  poverty ,  though of course  p o s t  t r ans f  er poverty  

r a t e s  a r e  lower. For a l l  t h r ee  r a c i a l  and e t h n i c  groups,  poverty  is  

l owes t  f o r  male-headed households i n  which both p a r t n e r s  work. I n  1949, 

t h e  poverty  r a t e  f o r  whi te  two-parent f a m i l i e s  was 29.5 percen t .  By 

1979, t he  poverty  rate f o r  t he se  f a m i l i e s  was 5 percent .  For nonwhites, 

p o s t t r a n s f e r  poverty  among the se  groups f e l l  from about  71 pe rcen t  i n  

1949 t o  about  12 pe rcen t  i n  1979; f o r  Hispanics ,  the  d e c l i n e  was from 61 

t o  14 percent .  

From 1959 t o  1979, the  d e c l i n e  i n  poverty  was f a s t e r  f o r  two-earner 

than  one-earner households. Among whi tes ,  t he  rate f e l l  by 66 pe rcen t  

f o r  t he  former and only 46 pe rcen t  f o r  t he  l a t t e r ;  f o r  nonwhites, t he  

r e s p e c t i v e  d e c l i n e s  were 86  and 58 percen t ;  f o r  Hispanics ,  70 and 55 p e r  

cen t .  Again, nonwhites exper ienced g r e a t e r  dec l i ne s  than Hispanics ,  who 

i n  t u r n  exper ienced g r e a t e r  dec l i ne s  than whites.  

Pover ty  r a t e s  f o r  groups i n  which n e i t h e r  t he  head no r  spouse worked 

were the  h i g h e s t  w i t h i n  any given year ,  bu t  t he r e  were a l s o  s i z a b l e  

d e c l i n e s  i n  t he se  r a t e s  over  t he  40-year period. For whi te  female-headed 

f a m i l i e s  i n  which t he  head d id  n o t  work, p o s t t r a n s f e r  poverty  f e l l  from 

72 pe rcen t  i n  1949 t o  about  37 pe rcen t  i n  1979. For nonwhite f a m i l i e s  of 

t h i s  type, t he r e  was less progress  a g a i n s t  poverty ,  a s  t he  rate f e l l  from 

94  p e r c e n t  i n  1949 t o  about  70 pe rcen t  i n  1979. There was a s i m i l a r  

change f o r  Hispanics ,  from about  90 pe rcen t  poor i n  1949 t o  about  72 p e r  

c e n t  poor i n  1979. 

Among working women who headed households,  p o s t t r a n s f e r  poverty  f e l l  

s l i g h t l y  more i n  percentage terms f o r  nonwhites and Hispanics  (59 and 53 

pe rcen t  r e s p e c t i v e l y )  than f o r  whi tes  (52 pe rcen t )  , a 1  though because 



Table 18 

Pos t t r a n s f e r  Poverty Among Persons,  Absolute Line 

Persons i n  
Households 
Headed By 

% Change 
1949 1959 1969 1979 1949-79 

White 
Male Head 

Husband and wife  work 
Only the head works 
Only wife  works 
Nei ther  works 

Female Head 
Works 
Does n o t  work 

Nonwhi t e  
Male Head 

Husband and wife  work 
Only the head works 
Only wife  works 
Nei ther  works 

Female Head 
Works 
Does n o t  work 

Hispanic 
Male Head 

Husband and wife  work 
Only the head works 
Only wife  works 
Nei ther  works 

Female Head 
Works 
Does no t  work 

A l l  

Note: For explana t ion  of demographic groups i n  1949, s ee  Table 15. 



poverty r a t e s  i n  1949 were much lower among whites than among nonwhites 

and Hispanics ,  the r a t e s  i n  1979 f o r  the minori ty  groups were s t i l l  

h igher  than those f o r  whites.  I n  1949, the poverty r a t e  f o r  households 

headed by white  women who worked was 40 percent ;  i n  1979 i t  was about  20 

percent .  For nonwhite women who worked, pos t t r a n s f e r  poverty f e l l  from 

79 percent  to 32 percent .  For comparable Hispanics ,  the p o s t t r a n s f e r  

poverty r a t e  dec l ined  from 64 percent  i n  1949 t o  30 percent  i n  1979. 

These t ab l e s  i n d i c a t e  t h a t  changes i n  the  composition of households 

by race ,  e t h n i c i t y ,  sex, and the employment s t a t u s  of the head and spouse 

had o f f s e t t i n g  e f f e c t s  on the  aggregate  poverty r a t e  over the 1940-80 

period. Inc reases  i n  the proport ions of persons l i v i n g  i n  households 

headed by nonwhites and Hispanics  r e l a t i v e  to whites  tend t o  i nc rease  the 

aggrega te  poverty r a t e ,  s i n c e  nonwhites and Hispanics  a r e  more l i k e l y  t o  

be poor. And inc reases  i n  the proport ions l i v i n g  i n  female-headed house- 

ho lds  tend t o  i nc rease  aggregate  poverty,  f o r  the same reason. But off-  

s e t t i n g  these  two t rends  was the movement of married women i n t o  the  l abo r  

force .  Two-earner couples ,  with t h e i r  very low r a t e s  of poverty,  became 

the  most p reva len t  household type by 1980. 

Table  19 shows the  a c t u a l  earnings and p o s t t r a n s f e r  poverty r a t e s  f o r  

1939 through 1979 a s  compared t o  the r a t e s  t h a t  would have preva i led  i f  

the  demographic composition of the populat ion had remained a s  i t  was i n  

1940. Earnings poverty f o r  the yea r s  1949 through 1979 was lower than i t  

would have been i n  the absence of demographic change, which i n d i c a t e s  

t h a t  the  pover ty-reducing e f f e c t s  of the increase  i n  working wives more 

than o f f s e t  the  poverty-increasing e f f e c t s  of changes i n  the composition 

of  the  populat ion by race ,  e t h n i c i t y ,  and sex  of household head. 



Table 19 

The Ef fec t s  of Changes i n  Employment S t a t u s  and the 
Composition of the Population by Race and Ethnic 

Group on the Absolute Poverty Rate, 1939-1979 

Earnings Poverty ( O f f i c i a l  ~ i n e s )  
Percentage Change 

i n  Poverty Rate 
A t t r i b u t a b l e  t o  

1940 Demographic Demographic 
Actual Composition Changea 

% Change 1939-79 -57.6 -55.5 

Post  t ransf  e r  Poverty ( O f f i c i a l  Lines ) 
Percentage Change 

i n  Poverty Rate 
A t t r i b u t a b l e  to 

1940 Demographic Demographic 
Actual Composition Changea 

% Change 1949-79 -69 . O  -70.0 

a ~ e f i n e d  a s  [ a c t u a l  r a t e ]  - [ r a t e  with demographic composition of 
19401 + [ a c t u a l  r a t e ] .  A pos i t i ve  s ign  ind ica t e s  t h a t  the 
demographic change tha t  occurred a f t e r  1940 served to  increase  the 
aggregate  poverty ra te .  



P o s t t r a n s f e r  poverty was lower between 1949 and 1969 than it would have 

been with the 1940 demographic composition. I n  1979, however, it was 

s l i g h t l y  higher (13.1 percent  versus 12.4 ~ e r c e n t )  , probably because the 

poverty increas ing  e f f e c t s  of the l a r g e r  proport ion of households headed 

by women from 1970 to  1980 o f f s e t  the poverty-reducing increases  i n  the 

number of married women i n  the labor  force. 

SUMMARY 

This  paper has used the recent ly  a v a i l a b l e  microdata from the 1940 

through 1980 Censuses to extend the h i s t o r i c a l  record of poverty back to 

1939. We have presented a v a r i e t y  of poverty measures--based on two 

types of poverty thresholds and two income defini t ions--as  applied to a 

v a r i e t y  of demographic groups. The t rends described here have shown what 

can be done with the Census data.  We leave it to fu tu re  research to 

exp la in  the forces  determining these trends. 



Appendix 

Poverty Thresholds 

This  paper employs two poverty thresholds f o r  the 1940-80 period. 

The abso lu t e  ( o f f i c i a l )  poverty l i n e s ,  f ixed  a t  a p a r t i c u l a r  l e v e l  i n  

1963 and appl ied s ince  1965, a r e  extended forward and backward v i a  the 

Consumer P r i c e  Index. The r e l a t i v e  poverty l i n e s  a r e  based on the median 

income i n  each Census year. We d iscuss  each of them i n  turn. 

The o f f i c i a l  poverty thresholds depend on family s i z e ,  the age and 

sex  of the household head, the number of ch i ld ren  under 18 years  o ld ,  and 

farm-nonfarm residence. I n  1979, the poverty threshold f o r  a family of 

f o u r  (two a d u l t s  and two ch i ld ren )  was $7355. I n  the  same year ,  the 

poverty l i n e  f o r  an aged head of household and h i s  spouse was $4392. 

These thresholds incorpora te  the not ions  t h a t  household needs d i f f e r  by 

the  c h a r a c t e r i s t i c s  of t h e i r  members, and t h a t  there a r e  economies of 

s c a l e  i n  family s ize .  For t h i s  reason, they a r e  super ior  to  measures, 

such a s  per c a p i t a  income, t h a t  depend on household s i z e  alone. The 

poverty l i n e s  a r e  ad jus ted  each year with the Consumer P r i c e  Index. They 

can the re fo re  be used a s  a bas i s  f o r  comparing income ac ros s  years  a s  

w e l l  a s  across  households. 

The poverty l i n e s  were developed i n  1963 by Mollie Orshansky of the 

S o c i a l  Secu r i ty  Administration t o  spec i fy ,  i n  d o l l a r  terms, a minimum 

l e v e l  of adequate income f o r  f ami l i e s  of d i f f e r e n t  types t h a t  was i n  

keeping with American consump t i o n  pat  te rns .  These poverty cu to£ f s a r e  

based on the cos t  of the Economy Food Plan f o r  the family, mul t ip l ied  by 

three .  The Economy Food Plan was the l e a s t  c o s t l y  of four  family food 



plans  developed by the Department of Agricul ture from f indings  of the 

1955 Household Food Consumption Survey. The c o s t  of t h i s  plan was 

mul t ip l i ed  by three ,  r e f l e c t i n g  the importance of food i n  the American 

budget. 

The b a s i s  f o r  these o f f i c i a l  poverty l i n e s  is worth not ing,  because 

poverty is e s s e n t i a l l y  a r e l a t i v e  concept. Thus, the not ion of "needs" 

a s  defined i n  1963 may be q u i t e  d i f f e r e n t  from what would have been con- 

s ide red  an adequate income i n  1939. S imi lar ly ,  the not ion of "needs" i n  

1979 might be q u i t e  d i f f e r e n t  from t h a t  of 1963. However, the poverty 

c u t o f f s  have been extended forward i n  time to  def ine  a bas i c  l e v e l  of 

income to  the present  day, and they have been o f f i c i a l l y  extended back- 

ward a s  f a r  a s  1959. 

For t h i s  a n a l y s i s ,  we have adjusted the o f f i c i a l  poverty l i n e s  f o r  

1959 back to  1939 by using the Consumer P r i c e  Index (CPI). Table A-1 

compares poverty l i n e s  f o r  s e l ec t ed  types of households i n  the f i v e  

Census yea r s  and shows the value of the CPI. In  cu r ren t  d o l l a r s ,  poverty 

l i n e s  i n  1939 were about  one-half of those i n  1959; those i n  1979 were 

about  two and one-half times those i n  1959. Because the poverty l i n e  is  

f ixed  i n  r e a l  terms, but  r e a l  mean incomes have increased over time, the 

poverty l i n e s  f e l l  drama t i c a l l y  r e l a t i v e  to  mean household earnings and 

p o s t t r a n s f e r  incomes ( l a s t  two rows of Table A-1). 

I n  a l l  f i v e  Census years ,  we used the f u l l  matr ix of over 100 poverty 

l i n e s .  In  each year ,  the age and sex of the household head and 

farm/nonfarm residence were ava i lab le .  However, the d e f i n i t i o n  of a 

family ( thus,  family s i z e )  and the determinat ion of the number of 

c h i l d r e n  var ied  s l i g h t l y .  



I n  a l l  years  except  1950, a family c o n s i s t s  of a l l  persons l i v i n g  i n  

t he  household and r e l a t e d  to  the head, and a l l  unre la ted  persons under 

t h e  age of 15. Unrelated ind iv idua l s  aged 15 years  o r  more become 

single-person households, a s  d e t a i l e d  information is a v a i l a b l e  only on 

t h e  r e l a t i o n s  of i nd iv idua l s  to  the head (no t  to  each o ther ) .  Therefore,  

i n  these years  the number of ch i ld ren  includes persons under age 18 and 

r e l a t e d  t o  the head, and persons under age 15 and unre la ted  to  the head. 

I n  1950, we analyzed household heads and unre la ted  ind iv idua l s  over 

age 14 from the 20 percent  subsample of the 1-in-100 sample because 

family income information was a v a i l a b l e  on these records only. The 

number of ch i ld ren  used to  c a l c u l a t e  the poverty l i n e  is  the number of 

own ch i ld ren  under 18 r a t h e r  than a l l  persons under 18. The number of 

persons used to c a l c u l a t e  the poverty l i n e  was a l l  persons i n  the  house- 

hold (no t  j u s t  the family) .  This  o v e r s t a t e s  the a c t u a l  number of persons 

i n  cases  of households t h a t  include a primary and secondary family. But 

b e t t e r  information on the s i z e  of the family was unavai lable  on the 

head' s record. 

The r e l a t i v e  poverty l i n e s  were ca l cu la t ed  d i r e c t l y  from the income 

d i s t r i b u t i o n  i n  each year. We used a l l  reported income, which i n  1940 

was wage and sa l a ry  income, and i n  each of the o the r  years  was a l l  cash 

income (pos t t r a n s f  er income). Median income was computed only f o r  house- 

holds i n  which the head worked i n  the preceding year  (weeks worked 

g r e a t e r  than zero) and income was nonnegative. Households with non- 

working heads were excluded because w e  wanted the median of the income 

d i s t r i b u t i o n  f o r  c u r r e n t  ea rne r s ,  no t  weighted by those temporari ly  poor 



owing to schooling or  ret i rement  choices. However, i n  computing r e l a t i v e  

poverty, a l l  households were counted, including those with zero income. 

These r e l a t i v e  poverty l i n e s  (shown i n  Table A-2) a l s o  vary by family 

s ize .  To incorporate our adjustment, we computed the median welfare 

r a t i o ,  defined a s  the r a t i o  of household income to the absolu te  poverty 

l i n e  i n  each year. This procedure is equivalent  to  adopting the equiva- 

lence sca le s  impl i c i t  i n  the o f f i c i a l  l ines .  Any household whose income 

was below 44 percent  of the median welfare r a t i o  was counted among the 

r e l a t i v e  poor. We chose t h i s  cutoff  so that our r e l a t i v e  poverty s e r i e s  

could be compared to the s e r i e s  f o r  1965 to  the present ,  f i r s t  discussed 

i n  Robert P lo tn ick  and F e l i c i t y  Skidmore, Progress Against Poverty 

(New York: Academic Press,  1975). 

Because we had some trouble with the 1950 Census data, we used a 

s l i g h t l y  d i f f e r e n t  procedure f o r  that year. Rather than compute the 

median welfare r a t i o  f o r  a l l  households, we used 44 percent of the median 

family income f o r  a family of four  a s  reported i n  Herman P. Mil ler ,  

Trends i n  the Income of Families and Persons i n  the United S ta t e s :  1947 

t o  1960 (U.S. Department of Commerce, Bureau of the Census, Technical 

Paper No. 8). For any o ther  household s i ze ,  we mult ipl ied t h i s  income by 

the  r a t i o  of the absolu te  poverty l i n e  fo r  a household of t h a t  s i z e  to  

the  absolu te  l i n e  f o r  a family of four. 

Several  f ea tu res  of these absolu te  and r e l a t i v e  poverty l i n e s  should 

be noted. F i r s t ,  the r e l a t i v e  l i n e s  f o r  1939 a r e  lower than they would 

have been i f  they could have been computed i n  the same manner a s  the 

l i n e s  f o r  the l a t e r  years--i.e., i f  they had been based on a l l  sources of 

income ra the r  than only earnings. 



Second, i n  each year ,  the same equivalence sca l e  f o r  households of 

varying s i z e  is used f o r  both s e t s  of poverty l ines .  For example, the 

r a t i o  of the poverty l i n e  f o r  a s ing le  person to tha t  of a family of 

fou r  (2 a d u l t s ,  2 ch i ld ren )  is .53 i n  each year. (1n 1959, the absolu te  

l i n e  f o r  a s i n g l e  person was $1572, f o r  a family of four  $2955. The 

r e spec t ive  r e l a t i v e  l i n e s  i n  t h a t  year were $1464 and $2751. I n  each 

case  the r a t i o  is .53.) 

F ina l ly ,  the absolu te  and r e l a t i v e  poverty l i n e s  were a t  approxi- 

mately the same d o l l a r  values i n  1959, $2955, and $2751 respec t ive ly .  

However, over the 40-year period the r e l a t i v e  l i n e  grew f a s t e r  than the 

abso lu te  l i n e ,  because it is indexed to both p r i ces  and median household 

income. For example, the r e l a t i v e  poverty l i n e  f o r  a family of four  i n  

c u r r e n t  d o l l a r s  i n  1979, $10,040, was about seven times the 1949 l i n e ,  

$1,495. The absolu te  poverty l i n e  went up about three times (from $2,417 

t o  $7,355) over the same period because t h a t  was the increase  i n  the 

Consumer P r i ce  Index ( f o u r t h  row of Table A-1) . Median family income, 

and hence the r e l a t i v e  poverty l i n e s ,  rose almost three times af  t e r  p r i ce  

changes have been taken i n t o  account. Thus, while the absolu te  poverty 

l i n e s  f a l l  r e l a t i v e  to household incomes, the r e l a t i v e  poverty l i n e s  do 

not--they a r e  f ixed a t  .44 of the median. 



Table A-1 

Absolute Poverty Cu tof f s i n  Current Dol la rs  f o r  Se lec ted  
Family Types, and the Consumer P r i c e  Index 

S i n g l e  nonaged 
person 

Two a d u l t s ,  
aged head 

Two a d u l t s ,  
two c h i l d r e n  

Consumer P r i c e  
Index 
(1967 = 100) 

Absolute poverty l i n e  
f o r  a family of four  
r e l a t i v e  to mean 
household earnings 1.46 1.06 0.71 0.52 0.53 

Absolute poverty l i n e  
f o r  a family of four  
r e l a t i v e  to mean 
household 
pos t t r a n s f  e r  income 1 .Oga 0.79 0.53 0.42 0.41 

a ~ s t i m a t e ,  a s  no data  on household incomes a r e  ava i lab le .  



Table A-2 

Relative Poverty Cutoffs in Current Dollars 
for  Selected Family Types 

S ingle nonaged 
person 

Two adults,  
Aged head 

Two adults,  
two children 

aBased only on earnings; for a l l  other years, the l ines  are based on 
pos ttransf e r  income. 


