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A b s t r a c t  

A n a l y s i s  of Census Bureau d a t a  from 1939 forward shows t h a t  a l though  

b o t h  c h i l d r e n  and t h e  e l d e r l y  have exper ienced s u b s t a n t i a l  and s i m i l a r  

r e d u c t i o n s  i n  pover ty  over  t h e  last  45 y e a r s ,  i n  t h e  p a s t  15 y e a r s  t h e  

g a i n s  of t h e  e l d e r l y  have f a r  outpaced t h o s e  of ch i ld ren .  Th is  more 

r e c e n t  t r e n d  may b e t t e r  foreshadow t h e  f u t u r e .  

Changes i n  mean e a r n i n g s  and i n  p u b l i c  t r a n s f e r s  account  f o r  t h e  

r e c e n t l y  d i v e r g i n g  pa ths  of well-being among t h e  two age groups. The 

wel l -being of c h i l d r e n  i s  more dependent on c u r r e n t  r e a l  e a r n i n g s  of 

prime-aged persons  than  is t h a t  of t h e  e l d e r l y ,  and d e c l i n e s  i n  t h e  r a t e  

o f  e a r n i n g s  growth i n  t h e  r e c e n t  pe r iod  have t h e r e f o r e  more s t r o n g l y  

a f f e c t e d  t h e  i n c i d e n c e  of pover ty  among ch i ld ren .  Chi ld  pover ty  a l s o  

r o s e  because of t h e  i n c r e a s e d  p r o p e n s i t y  of c h i l d r e n  t o  l i v e  i n  s i n g l e -  

p a r e n t  f a m i l i e s .  I n d e x a t i o n  of s o c i a l  s e c u r i t y  b e n e f i t s  and e s t a b l i s h -  

ment of t h e  Supplemental  S e c u r i t y  Income program i n  1972 have secured t h e  

incomes of many e l d e r l y  pe rsons ,  but t r a n s f e r s  t o  f a m i l i e s  w i t h  c h i l d r e n  

began t o  f a l l  i n  1973. Dec l in ing  r e a l  t r a n s f e r s  and d e c l i n i n g  r e a l  earn- 

i n g s  combined t o  produce an unprecedented r i s e  i n  pover ty  among c h i l d r e n  

s t a r t i n g  i n  1979. 

Even though t h e  e l d e r l y  have f a r e d  b e t t e r  than c h i l d r e n  on average,  

p o v e r t y  remains high by h i s t o r i c a l  s t a n d a r d s  f o r  p a r t i c u l a r  subgroups of 

t h e  popula t ion :  e l d e r l y  whi te  widows, a l l  m i n o r i t y  e l d e r l y  and minor i ty  

c h i l d r e n ,  and whi te  c h i l d r e n  i n  s i n g l e - p a r e n t  f a m i l i e s .  

The p o l i t i c a l  and economic i n d i c a t i o n s  a r e  t h a t  pover ty  among t h e s e  

subgroups  w i l l  remain h igh  i n  t h e  f o r e s e e a b l e  f u t u r e  and t h a t  pover ty  

r a t e s  among t h e  e l d e r l y  i n  g e n e r a l  w i l l  d e c l i n e ,  but more s lowly  than i n  



t h e  p a s t  15 years .  To remedy t h i s  s i t u a t i o n  r equ i r e s  a refocused ant ipo-  

v e r t y  e f f o r t  i n  which t h e  s i g n i f i c a n c e  of age is  small .  This paper ' s  

po l i cy  recommendations a r e  t o  r a i s e  the  wel fa re  b e n e f i t s  of the poor 

e l d e r l y ,  i n c r e a s e  the  taxes  of t he  nonpoor, both e l d e r l y  and nonelder ly ,  

and i n c r e a s e  t a x  c r e d i t s  on behalf of poor ch i ldren .  



The Decl ining S ign i f i cance  of Age i n  t h e  United S t a t e s :  Trends 
i n  t h e  Well-Being of Chi ldren and the  E lde r ly  s ince  1939 

INTRODUCTION 

I n  t h e  pas t  s e v e r a l  yea r s ,  academics, policymakers and the  media have 

widely discussed t h e  dec l in ing  impoverishment of t h e  e l d e r l y  and t h e  

growing poverty among ch i ldren .  The f a c t s  concerning poverty as  o f f i -  

c i a l l y  measured a r e  a s  fol lows:  

--the poverty r a t e  f o r  a l l  e l d e r l y  persons has f a l l e n  s u b s t a n t i a l l y  
s i n c e  1939, but p a r t i c u l a r l y  s ince  1969; 

--the poverty r a t e  f o r  a l l  c h i l d r e n  f e l l  r ap id ly  between 1939 and 
1969, but has r i s e n  s u b s t a n t i a l l y  s i n c e  1969; 

--beginning i n  1974, t h e  poverty r a t e  among ch i ld ren  exceeded t h a t  
among the  e lde r ly .  

Th i s  paper p laces  t he se  f a c t s  i n  h i s t o r i c a l  perspec t ive  by extending 

t h e  o f f i c i a l  s e r i e s  on poverty r a t e s  back t o  1939 i n  the  same way t h a t  

t h e  s e r i e s  has been brought forward by t h e  Census Bureau s i n c e  1959. We 

f i n d  t h e  decades of t h e  f o r t i e s  and seven t i e s  t o  be dec is ive .  The 

e l d e r l y  have indeed improved t h e i r  p o s i t i o n  f a s t e r  than  have ch i ld ren  

s i n c e  1969. However, c h i l d r e n  made more rap id  progress  than d id  t he  

e l d e r l y  between 1939 and 1949 and between 1959 and 1969. Between 1949 

and 1959, t h e  r a t e  of poverty d e c l i n e  was s i m i l a r  f o r  t he  two groups. 

A popular i n t e r p r e t a t i o n  of the  per iod s i n c e  1969 i s  t h a t  government 

po l i cy  has bene f i t ed  t h e  e l d e r l y  r e l a t i v e  t o  the  young. The longer  

h i s t o r i c a l  pe r spec t ive  poses a  chal lenge t o  t h i s  i n t e r p r e t a t i o n .  While 

government po l icy  is pr imar i ly  respons ib le  f o r  t he  recent  dec l ine  i n  



poverty among t h e  e l d e r l y ,  the  d i sappoin t ing  t rend  i n  the  earnings of t he  

pa ren t s  of ch i ld ren ,  not  reduc t ions  i n  government b e n e f i t s ,  is  pr imar i ly  

r e spons ib l e  f o r  r i s i n g  poverty among chi ldren.  Poverty among ch i ld ren  

a l s o  ro se  because of t he  i nc rease  i n  the  percentage of a l l  ch i ld r en  

l i v i n g  i n  s ingle-parent  f a m i l i e s  and the  very high poverty r a t e  of these  

f ami l i e s .  

This  paper i s  organized a s  follows. F i r s t  we descr ibe  our data.  We 

then  review long-run t rends  i n  poverty f o r  a l l  t he  e l d e r l y  and a l l  

ch i ldren .  We then t u r n  t o  t he  record f o r  subgroups of ch i ld ren  and t h e  

e l d e r l y .  Next we show t h a t  t rends  i n  poverty a r e  i n d i c a t i v e  o f ,  but no t  

p r e c i s e l y  t he  same a s ,  t rends  i n  mean income f o r  p a r t i c u l a r  populat ion 

groups. F i n a l l y  w e  t u r n  t o  t h e  f u t u r e  and imp l i ca t i ons  f o r  policy. 

MEASURES OF POVERTY 

An important measure of economic well-being i s  t h e  incidence of 

poverty.  For a l l  years  s i n c e  1959 w e  have a  d e t a i l e d  record of the  

propor t ion  of t h e  t o t a l  populat ion i n  poverty according t o  t he  o f f i c i a l  

measure, which is  f i xed  i n  r e a l  terms. We a l s o  have a  d e s c r i p t i o n  

through t i m e  of changes i n  t h e  r e l a t i v e  importance of t h e  major socio- 

economic c o r r e l a t e s  of poverty--age, race  o r  e t h n i c i t y ,  sex  of t he  house- 

hold head, family s i z e ,  educa t iona l  achievement of t h e  household head, 

e t c .  

The recent  r e l e a s e  of publ ic  use sample tapes  f o r  t h e  1940 and 1950 

Censuses permits  us  t o  extend t h e  h i s t o r i c a l  record concerning t h e  i n c i -  

dence of poverty and t h e  changing r o l e  of var ious  socioeconomic cor- 

r e l a t e s .  It i s  i n  t h e  l a t t e r  a r ea  t h a t  t h e  l a r g e s t  ga in  can be made, 



s i n c e  t h e  prev ious ly  published Current Populat ion Survey (CPS) da t a  have 

made poss ib l e  some rough e s t ima te s  of t he  aggregate  incidence of poverty 

over  t h e  1947-59 per iod (e.g., F i sher ,  1985). 

Our measure of poverty is  the  set of o f f i c i a l  poverty l i n e s .  They 

vary  by t h e  age and sex of t he  household head, by farm-nonfarm res idence ,  

and by family s i z e .  We extended t h e  1959 Census l i n e s  back t o  1939 and 

1949 v i a  t h e  Consumer P r i c e  Index ( c P I ) . ~  We thus  extend t h e  record of 

o f f i c i a l  poverty back i n  time i n  t h e  same manner and f o r  about t h e  same 

l eng th  of t i m e  as  t h e  o f f i c i a l  measure has been extended forward. 

A poverty l i n e  t h a t  r e f l e c t s  only p r i ce  changes and no t  changes i n  

r e a l  incomes y i e l d s  what s t r i k e s  many a s  an implausibly high incidence of 

poverty i n  1939 ( s ee  Smith, 1986). I n  f a c t ,  t h i s  poverty l i n e  f o r  a 

fami ly  of fou r  is  about 9 percent  higher  than mean household income i n  

1939, whi le  i t  i s  only 41 percent  of t h e  1979 mean. I f  our 1939 and 1949 

l i n e s  a r e  considered too  high,  then, by analogy, t h e  cu r r en t  o f f i c i a l  

poverty l i n e s  must be t oo  low.2 Y e t  t h i s  case  is r a r e l y  made. We simply 

r e i t e r a t e  t h e  f a c t  he re  t h a t  w e  have extended t h e  poverty l i n e  v i a  t h e  

Consumer P r i c e  Index back by 20 yea r s  from 1959 t o  1939, while  the  Of f i ce  

of Management and Budget has  extended t h e  o f f i c i a l  l i n e  forward s i n c e  

1959 f o r  more than 20 years .  The years  1939 t o  t h e  presen t  seem t o  us an 

e r a  with enough commonality s o  t h a t  poverty l i n e s  f i x e d  i n  r e a l  terms 

have some i n t u i t i v e  meaning. 

I n  t h e  1940 Census, only earned income (wages and s a l a r i e s )  is  

r e ~ o r t e d . 3  Thus t h e  da t a  presented here  f o r  1939 a r e  not d i r e c t l y  com- 

pa rab l e  t o  t h e  d a t a  f o r  l a t e r  years .  Nonetheless,  the  poverty r a t e  of 



c h i l d r e n  r e l a t i v e  t o  t h a t  of t h e  e l d e r l y  i n  each year ,  a s  shown below, 

provides  a measure of t he  t rend  i n  r e l a t i v e  well-being of t he  two groups 

t h a t  i s  less inf luenced  by d i f f e r e n t  income concepts than is t h e  t rend  i n  

t h e  abso lu t e  va lue  of t he  poverty r a t e s .  

Beginning i n  1950 and cont inuing through t h e  1980 Census, households 

were asked about a l l  sources  of cash income.4 To ta l  cash income, com- 

monly r e f e r r e d  t o  a s  Census money income or  p o s t t r a n s f e r  income, provides 

t h e  income measure f o r  t he  o f f i c i a l  poverty s e r i e s  .5 We measure poverty 

by comparing t h e  t o t a l  resources  of a l l  persons i n  a household u n i t  t o  

t h e  app rop r i a t e  poverty l i n e .  Our d e f i n i t i o n  of household inc ludes  t h e  

Census Bureau's concepts of f a m i l i e s  and un re l a t ed  i nd iv idua l s .  Only 

t hose  household members r e l a t e d  t o  the  head a r e  included a s  members of an 

income-s har ing  u n i t .  6 Related persons l i v i n g  i n  t h e  same dwelling a r e  

t hus  assumed t o  pool t h e i r  income. 

The income of e l d e r l y  persons and t h e i r  p robab i l i t y  of l i v i n g  a lone  

a r e  p o s i t i v e l y  co r r e l a t ed .  I f ,  over t ime, the  e l d e r l y  i nc reas ing ly  l i v e  

a p a r t  from t h e i r  a d u l t  ch i ld ren  because t h e  incomes of t h e  e l d e r l y  a r e  

r i s i n g ,  then,  paradoxica l ly ,  t he  da t a  w i l l  show g r e a t e r  poverty r a t e s  f o r  

t h e  e l d e r l y ,  i f  t h e  poverty l i n e  i s  above the  income l e v e l  a t  which a 

s u b s t a n t i a l  number of e l d e r l y  choose t o  l i v e  alone. 

How important  t h i s  s h i f t  i n  l i v i n g  arrangements has been h i s t o r i c a l l y  

i s  not  known.7 To t h e  ex t en t  t h a t  i t  mat te rs ,  i t  probably l eads  t o  an 

underest imate  of t h e  improvement of t he  well-being of t he  e l d e r l y  r e l a -  

t i v e  t o  t h a t  of ch i ld ren  over t h e  pas t  two decades. 

We measure poverty f o r  a l l  persons c l a s s i f i e d  by t h e i r  own age, 

r a c e ,  and sex  i n  1939, 1959, 1969 and 1979. I n  1949, we c l a s s i f y  persons 



by t h e  c h a r a c t e r i s t i c s  of t h e i r  household head. Thus, whi le  t h e  1939 

pove r ty  r a t e s  d i f f e r  from those  of t h e  o t h e r  y e a r s ,  t h e  1949 c l a s s i f i c a -  

t i o n  of persons  d i f f e r s .  Th is  is because i n  1950, t h e  Census Bureau 

c o l l e c t e d  income in format ion  from a 20 percen t  sample of persons ,  r a t h e r  

t h a n  from a sample of households. Unfor tuna te ly ,  t h e  respondents  i n  t h i s  

20 pe r cen t  subsample were n o t  asked about t h e  incomes of o t h e r  members of 

t h e  household u n l e s s  t h e  respondent was t h e  household head. For example, 

i f  t h e  w i f e  was t h e  person sampled, we know only h e r  own income, whi le  i f  

t h e  husband was sampled, we know both h i s  own and t h e  household 's  t o t a l  

income. Because pover ty  i s  def ined  by household income, we can i nc lude  

on ly  household heads and u n r e l a t e d  i n d i v i d u a l s  i n  our  a n a l y s i s .  

Cons ider ,  f o r  example, a 70-year-old woman mar r ied  t o  a 75-year-old 

man, i n  a fami ly  where t h e  husband was t h e  person sampled. I n  1949, she  

w i l l  be counted i n  t h e  t a b l e s  t h a t  f o l l ow  a s  a person l i v i n g  i n  a house- 

ho ld  headed by an e l d e r l y  man. I n  t h e  o t h e r  Census y e a r s ,  she  w i l l  be 

counted a s  an e l d e r l y  woman. Thus, f o r  1949, on ly  persons  l i v i n g  i n  

households  headed by an e l d e r l y  woman wi thout  a husband p r e sen t  a r e  

counted i n  t h e  t a b l e s  t h a t  f o l l ow  a s  e l d e r l y  women. Chi ld ren  a r e  

c l a s s i f i e d  on a c o n s i s t e n t  b a s i s  i n  each of t h e  Censuses. 

I n  sum, t h i s  paper  p rov ides  measures of pover ty  t h a t  correspond a s  

c l o s e l y  a s  p o s s i b l e  t o  t h e  o f f i c i a l l y  pub l i shed  pover ty  s t a t i s t i c s .  

However, t h e r e  a r e  d i f f e r e n c e s  over  t ime i n  t h e  measures p resen ted  he r e  

a s  w e l l  a s  d i f f e r e n c e s  between t h e s e  measures and t hose  based on t h e  

Cur ren t  Popu l a t i on  Survey (CPS). 



TRENDS I N  POVERTY 

The well-being of ch i ld ren  and t h e  well-being of the  e l d e r l y  depend 

on d i f f e r e n t  sources  of income. H i s t o r i c a l l y ,  t h e  well-being of ch i ld ren  

has  depended overwhelmingly on access  t o  t h e  cu r r en t  earn ings  of prime- 

age workers,  while  t h a t  of t he  e l d e r l y  has depended pr imar i ly  on the  

l e v e l  of s o c i a l  s e c u r i t y  b e n e f i t s  and hence t he  long-term t rend  i n  ear- 

nings.  There i s  no necessary connection between the  r a t e  of growth of 

wages and s o c i a l  s e c u r i t y  b e n e f i t s  i n  t he  s h o r t  run, and hence the  wel l -  

be ing  of t h e  e l d e r l y  and the  young can diverge. 

Th i s  divergence i s  i l l u s t r a t e d  i n  Table 1 ,  which p re sen t s  poverty 

r a t e s  f o r  c h i l d r e n  and t h e  e l d e r l y ,  by decade s i n c e  1939, i n  t he  f i r s t  

f i v e  columns, and t h e  poverty r a t e  of each group r e l a t i v e  t o  t h a t  of men 

aged 65-69 i n  t h e  second f ive .  Although, as  mentioned above, t he  1939 

r a t e s  a r e  biased upward because they a r e  based only on earned income, it 

i s  c l e a r  t h a t  poverty r a t e s  f o r  ch i ld ren  dec l ined  r e l a t i v e  t o  r a t e s  f o r  

e i t h e r  e l d e r l y  men o r  women between 1939 and 1969. The incidence of 

poverty among c h i l d r e n  a c t u a l l y  rose  a f t e r  1969. A s  we s h a l l  s ee ,  t h i s  

p a t t e r n  pr imar i ly  r e f l e c t s  t h e  path of mean earn ings  of prime-age men 

over  time. Per iods of r ap id ly  r i s i n g  r e a l  s o c i a l  s e c u r i t y  b e n e f i t s  a r e  

what cause t h e  p e r i o d i c  s t e e p  dec l ines  i n  t he  incidence of poverty among 

t h e  e l d e r l y .  

Table  1  and Figures  1  and 2  t oge the r  i l l u s t r a t e  t h a t  t h e  r e l a t i o n s h i p  

between t h e  economic well-being of t h e  aged and the  young is  extremely 

s e n s i t i v e  t o  t h e  choice of t h e  d a t e  a t  which t h e  i n i t i a l  comparison is  

made. Beginning such comparisons with 1966, when the  CPS continuous 

s e r i e s  begins  ( a s  i n  Figure 2) ,  h i g h l i g h t s  t h e  r ap id  r e l a t i v e  progress  of 



Table 1 

Poverty Rates f o r  Chi ldren and the  E lde r ly :  1939-1979 

Poverty Rate Re la t i ve  
% of Persons Poor t o  Rate  bf Men Aged 65-69 

193ga 194gb 1959 1969 1979 193ga 194gb 1959 1969 1979 
Age Group (1) (2) (3)  (4)  (5)  (6)  (7)  (8)  (9)  (10) 

- 

Chi ldren  

<4 79.4 45.0 26.2 15.9 18.2 1.08 1 -00  1.04 0.91 2.33 
5-9 80.5 48.2 26.4 16.1 16.6 1.09 1.08 1.05 0.93 2.13 
10-14 78.6 50.7 25.5 14.9 16.5 1.07 1.13 1.02 0.86 2.12 
A l l ,  <15 79.5 47.6 26.1 15.6 17.1 1.08 1.06 1.04 0.89 2.19 

Men - 
65-69 73.6 44.8 25.1 17.4 7.8 1.00 1.00 1.00 1.00 1.00 
7 0-7 4 78.2 58.1 33.8 20.4 10.8 1.06 1.30 1.35 1.17 1.38 
7 5-79 85.4 62.7 42.1 23.5 14.5 1.16 1.40 1.68 1.35 1.86 
8 0-84 83.6 67.4 44.7 30.9 12.5 1.14 1.50 1.78 1.78 1.60 
8 5+ 83.2 68.7 47.1 36.7 14.5 1.13 1.53 1.88 2.11 1.86 
A l l ,  >64 78.0 55.3 33.2 22.2 10.6 1.06 1.23 1.32 1.28 1.53 

Women 

65-69 75.5 65.5 32.6 26.4 15.7 1.03 1.46 1.30 1.52 1.88 
7 0-74 79.3 69.5 40.4 31.1 17.6 1.08 1.55 1.61 1.79 2.26 
7 5-7 9 78.6 71.4 44.1 35.2 19.9 1.07 1.59 1.76 2.02 2.55 
80-84 78.3 71.2 46.6 37.8 19.1 1.06 1.59 1.86 2.17 2.45 
8 5+ 80.4 74.7 39.3 35.4 27.0 1.09 1.67 1.57 2.03 3.46 
A l l ,  >64 77.5 69.4 38.6 32.1 18.0 1.05 1.55 1.53 1.84 2.44 

A l l  Persons 68.1 39.8 22.1 14.4 13.1 0.93 0.89 0.88 0.83 1.68 

Source: Computations by au thors  from Decennial Census computer tapes .  

a ~ o r  1939, based on household earn ings ;  f o r  o t h e r  yea r s ,  on household cash 
income from a l l  sources .  The 1939 r a t e s  a r e  b iased  upward because s e l f -  
employment income was no t  counted a s  earnings.  

b ~ e c a u s e  t he  1950 Census sample frame d i f f e r s  from t h a t  of t h e  o t h e r  
Censuses, t h e  poverty r a t e s  f o r  1949 a r e  f o r  persons c l a s s i f i e d  by t h e  age 
of t h e  household head, and not  f o r  persons c l a s s i f i e d  by t h e i r  own age. 
The t rea tment  of ch i ld ren ,  however, i s  c o n s i s t e n t  across  a l l  Censuses. See 
t e x t  and foo tno te  7. 
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t h e  e l d e r l y ,  who eventua l ly  overcome the s u b s t a n t i a l  advantage o r i g i n a l l y  

h e l d  by t h e  young (Radner, 1986). On the  o t h e r  hand, t r a c i n g  the  record 

from 1939 ( a s  i n  Figure 1 and Table  1 )  emphasizes t h a t  a l though the  time 

pa th  of p rogress  of t he  two groups was q u i t e  d i f f e r e n t ,  they both have 

experienced s u b s t a n t i a l  and s i m i l a r  ga in s  over t he  l a s t  f ou r  decades. 

Only by concent ra t ing  on t h e  r ecen t  pas t  does the  s t o r y  become one of 

g r e a t  ga in s  by t h e  e l d e r l y  a s  compared t o  the  growing impoverishment of 

c h i l d r e n  (Pres ton ,  1984). I n  f a c t ,  t he  g r e a t e s t  divergence occurs a f t e r  

1979 ( s ee  Figure 2). I n  t h e  long view t h i s  divergence i s  a br ie f  ano- 

maly. However, it  has occurred,  and because t he  anomaly l i e s  i n  t he  most 

r ecen t  per iod t h i s  t rend ,  r a t h e r  than the  h i s t o r y  of t he  e n t i r e  postwar 

per iod ,  may b e t t e r  foreshadow t h e  fu tu re .  

Fur ther  d e t a i l  f o r  age and sex subgroups, repor ted  i n  Table 1 ,  i nd i -  

c a t e s  d i f f e r e n c e s  both over time and among groups. The dec l ines  i n  

poverty between 1939 and 1969 were smal le r  f o r  t he  e l d e r l y  than f o r  

ch i ldren .  For example, ch i ld ren  were s l i g h t l y  more l i k e l y  t o  be poor 

t han  men between t h e  ages of 65 and 69 i n  1939, 1949, and 1959, but 

s l i g h t l y  l e s s  l i k e l y  i n  1969. 

But over t he  e n t i r e  for ty-year  per iod the  d i f f e r e n c e s  i n  poverty 

r a t e s  among t h e  aged groups widened. Both ch i ld ren  and e l d e r l y  men aged 

65-69 gained r e l a t i v e  t o  e l d e r l y  men over 70 yea r s  of age and t o  e l d e r l y  

women. The r a t i o s  i n  column 6 f o r  men over age 70 ranged only from 1.06 

t o  1.16 i n  1939, but those  i n  column 10 ranged from 1.38 t o  1.86 i n  1979. 

The r a t i o s  f o r  a l l  e l d e r l y  women rose  from 1.05 i n  1939 t o  2.44 i n  1979. 

The ga ins  between 1969 and 1979 of e l d e r l y  men and women of a l l  ages 

r e l a t i v e  t o  ch i ld ren  a r e  apparent  i n  columns 9 and 10. Poverty rose  



somewhat f o r  ch i ld ren ,  but d r ama t i ca l l y  dec l ined  f o r  t he  e lde r ly .  While 

c h i l d r e n  were l e s s  l i k e l y  t o  be poor than men aged 65-69 i n  1969, they 

were more than  twice a s  l i k e l y  t o  be poor by 1979. And while ch i ld ren  

were l e s s  l i k e l y  t o  be poor than men o l d e r  than 70 i n  every year  p r i o r  t o  

1979, they were more l i k e l y  than these  men t o  be poor i n  1979. Even i n  

1979, however, poverty r a t e s  f o r  ch i ld ren  were q u i t e  s i m i l a r  t o  those  of 

e l d e r l y  women below t h e  age of 85. A s  w e  d i s cus s  below, t h e  t i m e  path of 

ea rn ings  r e l a t i v e  t o  s o c i a l  s e c u r i t y  b e n e f i t s  played a  key r o l e  i n  

exp la in ing  these  t rends .  

But why d id  t h e  p o s i t i o n  of e l d e r l y  women r e l a t i v e  t o  e l d e r l y  men 

d e t e r i o r a t e  s o  much over t h e  per iod? I n  1939 t h e r e  was l i t t l e  divergence 

by sex;  by 1979, t h e  r a t e s  f o r  e l d e r l y  women i n  any age group were from 

1.5 t o  2.0 t i m e s  those  of men of t h e  same age. Higher inc idences  of 

pover ty  f o r  e l d e r l y  women a r e  no t  s u r p r i s i n g ,  but t h a t  t h e  t r end  is s o  

adverse  needs t o  be explained.  P a r t  of t h e  explana t ion  i s  due t o  t he  

i nc reased  longevi ty  of e l d e r l y  women r e l a t i v e  t o  e l d e r l y  men. A s  a  

r e s u l t ,  i n  1979 a  much g r e a t e r  percentage of e l d e r l y  women were widows 

t h a n  i n  1939. And, widows always had poverty r a t e s  t h a t  were h igher  than 

those  of e l d e r l y  wives. 

The o t h e r  p a r t  of t h e  explana t ion  is  pol icy- re la ted ,  but q u i t e  mecha- 

n i c a l .  Soc i a l  s e c u r i t y  b e n e f i t s  f o r  a  widow f a l l  by one-third when a  

husband d i e s ,  whereas t h e  poverty l i n e  f o r  a  s i n g l e  e l d e r l y  person is 20 

percent  below t h a t  f o r  an e l d e r l y  couple. A s  a  r e s u l t  of t he  d i f f e r e n c e s  

i n  t h e s e  two i m p l i c i t  equivalence s c a l e s ,  a  husband's death can t r i g g e r  a  

"mechanical" i n c r e a s e  i n  measured poverty. We r e f e r  t o  i t  a s  mechanical 

because i t  r e s u l t s  from two e x p l i c i t ,  but i n c o n s i s t e n t ,  pol icy dec is ions .  

Measured poverty would no t  i nc rease  i f  e i t h e r  s o c i a l  s e c u r i t y  b e n e f i t s  



used t h e  poverty- l ine equivalence scale--that i s ,  f e l l  by only 20 percent  

percent  a t  t h e  death of a  spouse-or i f  t he  poverty l i n e  f o r  a  s i n g l e  

person were one-third below t h a t  f o r  a  couple. That two d i f f e r e n t  

equivalence s c a l e s  a r e  i n  use by policymakers s i d e  by s i d e ,  however, 

sugges ts  t h a t  t h e  economic problem faced by widows is not simply a  mecha- 

n i c a l  f a i l u r e .  Indeed, we could not  f i n d  i n  t he  l i t e r a t u r e  a  d i scuss ion  

of  whether t he se  equivalence s c a l e s  should be t he  same or  whether each 

one i s  app rop r i a t e  f o r  t h e  purpose i t  serves .  

We recomputed poverty r a t e s  by ad jus t i ng  the  poverty- l ine d i f f e r e n c e  

s o  t h a t  i t  was a s  l a r g e  a s  t h e  s o c i a l  s e c u r i t y  bene f i t  d i f f e r e n c e  i n  

1985. Poverty r a t e s  f o r  e l d e r l y  white widows f e l l  t o  14.1 from 21.4 per- 

c e n t ;  f o r  e l d e r l y  black widows, they f e l l  t o  35.7 from 45.4 percent .  

Sca l ing  t h e  inc idence  of poverty by these  amounts f o r  e l d e r l y  women as  

r epo r t ed  f o r  1979 i n  Table 1  would e l imina t e  much of t he  d i f f e r e n c e  i n  

poverty r a t e s  among e l d e r l y  men and women a t  ages below 85. 

Changes i n  poverty,  e s p e c i a l l y  among ch i ld ren ,  r e f l e c t  changes i n  

demographic c h a r a c t e r i s t i c s  a s  w e l l  as  changes i n  t h e  economic c i r -  

cumstances of each demographic group. The da t a  i n  Table 2  on the  com- 

p o s i t i o n  of t he  populat ion and t h e  composition of the  poor d e t a i l  t he  

r a p i d  demographic a s  we l l  a s  economic changes over t h i s  period. Between 

1939 and 1959 t h e  s h a r e  of ch i ld ren  i n  t he  populat ion increased  from 

25.13 t o  31.61 percent ,  while  t h e i r  share  among the  poor increased  from 

29.28 t o  36.79 percent .  During t h i s  per iod the  much higher  than average 

pover ty  r a t e s  of ch i ld ren  l i v i n g  i n  s ingle-parent  (mostly female-headed) 

f a m i l i e s  began t o  emerge a s  a  major i s sue .  I n  1959, ch i ld ren  i n  two- 

pa ren t  f a m i l i e s  comprised about 29 percent  of both a l l  persons and a l l  



Table 2 

The Canposition of the Population and the Poor, 19394979 

1939 194gb 1959 19 69 1979 
All Poor All Poor All Poor All Poor All Poor 

Persons Persons Persons Persons Persons Persons Persons P e r s m  Persons Persons 
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

Children, U4 25.13% 29.2877 28.27% 33.80% 31.61% 36.79% 28.83% 31.37% 23.18% 30.38% ---------- 
Living with 

trcx, parents 22.64 25.99 25.86 29.23 29.16 29.58 25.28 18.87 18.88 14.75 
Living with 

siqgle parent 2.49 3.29 2.41 4.57 2.45 7.21 3.55 12.50 4.30 15.63 

Adults, 15-64 68.12 63.04 62.95 53.21 59.65 50.09 62.26 51.34 66.10 57.30 - - - - - - - - - - 
Elderly, )64 6.74 - 7.68 8.79 13.00 - - 8.74 14.12 - - 8.91 17.30 10.72 12.33 - - 

Men 
Warnen 

Total 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.OO ---------- 

Sara?: Campltatiuns by authors £ran Decennial Census caupter  taxes. 

Note: Totals my not add t o  100.00 due t o  ramding. 

aFor 1939, earnings poverty; fo r  other years, incm poverty. See note a, Table 1. 

qhe 1949 classification is mt amsistent with those af the other Census -. 'IZze largest difference is in 
the classification d elderly wives. See mte b, Table 1. 



poor persons,  while  c h i l d r e n  i n  s ingle-parent  f a m i l i e s  were about t h r e e  

t imes t h e i r  share  of t he  poor r e l a t i v e  t o  t h e i r  share  of a l l  persons 

(7.21 ve r sus  2.45 pe rcen t ) .  By 1969, ch i ld ren  i n  two-parent f a m i l i e s  f o r  

t h e  f i r s t  time had a  poverty r a t e  t h a t  was below average--10.7 percent  

ve r sus  14.4 percent  f o r  a l l  persons ( d a t a  not  shown). They composed a  

sma l l e r  p a r t  of t he  populat ion (25.28 ~ e r c e n t )  than i n  any e a r l i e r  year  

bu t  an even smal le r  percentage of t h e  poor (18.87 percent ) .  Even today 

( a s  d i scussed  below), c h i l d r e n  i n  two-parent f a m i l i e s  have a  poverty r a t e  

lower than  t h a t  of a l l  persons.  

The dec l in ing  r e l a t i v e  well-being of ch i ld ren ,  then, i s  exacerbated 

by t h e  post-1959 i n c r e a s e  i n  t h e  sha re  of ch i ld ren  l i v i n g  i n  s ing le -  

paren t  f a m i l i e s  and t h e i r  very high poverty r a t e s .  For example, i n  1939 

t h e  poverty r a t e  of c h i l d r e n  i n  s ingle-parent  f a m i l i e s ,  90.0 pe rcen t ,  was 

about  one-third h ighe r  than the  68.1 percent  r a t e  f o r  a l l  persons. I n  

1949, they were almost twice a s  l i k e l y  t o  be poor a s  the  average person; 

and i n  1959, almost t h r e e  t imes a s  l i ke ly .  By 1979, t h e i r  r a t e  of 47.4 

percent  was more than  t h r e e  and one-half t imes the  aggregate  r a t e  of 13.1 

percent .  I n  1979, d e s p i t e  t h e i r  small  numbers i n  t he  populat ion (4.30 

p e r c e n t ) ,  poor c h i l d r e n  i n  s ingle-parent  f a m i l i e s  composed a  l a r g e r  sha re  

of a l l  poor persons (15.63 pe rcen t )  than  e i t h e r  poor c h i l d r e n  i n  two- 

pa ren t  f a m i l i e s  (14.75 pe rcen t )  o r  poor e l d e r l y  persons (12.33 percent ) .  

Disaggregat ion by r ace  and e t h n i c  groups a l s o  shows d ivergent  pat- 

t e r n s  of change. Table 3  compares the  experiences  of ch i ld ren  and the  

e l d e r l y  c l a s s i f i e d  by race  and Hispanic  o r ig in .  The average experience,  

dominated by d a t a  f o r  whi tes ,  is not  r ep re sen t a t i ve  of the  minori ty  

experience. Between 1939 and 1969, white ch i ld ren  gained r e l a t i v e  t o  

e l d e r l y  white  men a s  we l l  a s  r e l a t i v e  t o  black and Hispanic  ch i ld ren ,  



Table 3  

Poverty Rates f o r  Chi ldren and the  E lde r ly ,  
by Race o r  E t h n i c i t y ,  and Sex: 1939-1979 

Poverty Rate Re la t i ve  t o  Rate 
X of Persons Poor of white  Men Aged 65 and Over 

1939a 1949b 1959 1969 1979 1939a 1949b 1959 1969 1979 

Children,  <15 

White 
Black 
Hispanic  
A l l  ch i l d r en  

E lde r ly  Men, >64 

White 
Black 
Hispanic  
A l l  e l d e r l y  men 

E l d e r l y  Women, >64 

White 
Black 
Hispanic  
A l l  e l d e r l y  women 

A l l  e l d e r l y  persons 

Source: Computations by au thors  from Decennial Census computer tapes .  

*Less than 200 observa t ions  i n  sample; inc luded  i n  t h e  t o t a l .  

aSee no te  a ,  Table 1. 

b ~ e e  note  b ,  Table 1. 



e l d e r l y  black men and a l l  e l d e r l y  women. And, black and Hispanic  

ch i ld ren ,  black e l d e r l y  men, and black and white  e l d e r l y  women had 

sma l l e r  dec l ines  i n  poverty than e l d e r l y  white men during v i r t u a l l y  each 

subperiod. Thus, t he  post-1969 t r end  of r i s i n g  poverty among ch i ld ren  

l a r g e l y  r e f l e c t s  t he  f a c t  t h a t  poverty among e l d e r l y  white men dec l ined  

more than i t  d id  f o r  any o the r  group, while among white ch i ld ren  it rose 

f o r  t h e  f i r s t  time. 

How have these  p a t t e r n s  changed s i n c e  1979? We w i l l  no t  have da t a  

from t h e  1990 decennia l  census f o r  s i x  o r  seven years ,  but we have s i m i -  

l a r  d a t a  f o r  t h e  year  1985 from t h e  March 1986 Current Populat ion Survey. 

While t he se  da t a  a r e  no t  d i r e c t l y  comparable t o  the  decennial  census 

d a t a ,  they a r e  s u f f i c i e n t l y  s i m i l i a r  t o  i n d i c a t e  t h a t  t he  p a t t e r n  of 

poverty r a t e s  across  subgroups of the  populat ion has not  much changed 

s i n c e  t h e  l a s t  census. Between 1979 and 1985, t he  d i f f e r e n c e  between the  

pover ty  r a t e s  f o r  c h i l d r e n  and the  e l d e r l y ,  a s  repor ted  i n  t he  CPS, 

i nc reased  from l e s s  than  one t o  more than seven percentage po in ts .  I n  

1985, t he se  r a t e s  were 20.1 and 12.6 pe rcen t ,  respec t ive ly .  

Table  4 shows t h a t  i n  1985 t h e r e  cont inues t o  be g r e a t  d i v e r s i t y  

a c r o s s  groups def ined  by the  age, race o r  e t h n i c i t y ,  and sex of the  

household head.8 For example, c h i l d r e n  l i v i n g  i n  two-parent f a m i l i e s  

a r e  l e s s  l i k e l y  t o  be poor (11.35 percent )  than persons l i v i n g  i n  house- 

ho lds  headed by e l d e r l y  women (23.13 percent )  o r  nonelder ly  women (26.78 

pe rcen t ) ,  o r  persons l i v i n g  i n  households headed by black o r  Hispanic  

e l d e r l y  men (19.57 percent ) .  

The poverty r a t e  f o r  a l l  c h i l d r e n  is high i n  l a r g e  p a r t  because t he  

r a t e  f o r  ch i ld ren  l i v i n g  i n  s ingle-parent  f ami l i e s  is e x t r a o r d i n a r i l y  



Table  4 

Pover ty  Rates  f o r  Chi ld ren  and t h e  E l d e r l y ,  
by Race o r  E t h n i c i t y  and Sex of Household Head: 1985a 

% of Persons  Poor: 
White Non-Hispanic Blacks and Hispanics  A l l  

( 1  ( 2 )  ( 3 )  

A l l  Persons  

Chi ld ren ,  <18b 
L iv ing  w i t h  
two pa r en t s  

L iv ing  w i th  
s i n g l e  pa r en t  

Persons  l i v i n g  i n  
households where 
- 

heads a r e  : C 

Men, 18-64 
y e a r s  

Women, 18-64 
y e a r s  

Men, >64 

Women, >64 

Source: Computations by au tho r s  from March 1986 Cur ren t  Popu l a t i on  Survey 
computer t apes .  

a ~ n  1985, t h e r e  were 236.59 m i l l i o n  persons ,  33.06 were poor accord ing  t o  t h e  
o f f i c i a l  pover ty  d e f i n i t i o n .  

b ~ e n s u s  d a t a  i n  p rev ious  t a b l e s  a r e  f o r  c h i l d r e n  l e s s  t han  15 y e a r s  of age. 

CThese d a t a ,  l i k e  those  from t h e  1950 Census, a r e  f o r  persons  c l a s s i f i e d  by 
t h e  age of t h e  household head and no t  f o r  persons  c l a s s i f i e d  by t h e i r  own 
age.  



h igh ,  49.90 percent .  The poverty r a t e  f o r  a l l  e l d e r l y  persons i s  low 

p r imar i l y  because t h e  r a t e  f o r  persons l i v i n g  i n  households headed by 

e l d e r l y  whi te  men i s  low, 5.64 percent .  

Female headship has obviously become an important  c o n t r i b u t o r  t o  

c h i l d  poverty,  e s p e c i a l l y  s i n c e  1969. However, t he  rise i n  c h i l d  poverty 

du r ing  t h e  1970s and 1980s was pr imar i ly  due t o  t h e  impact of poor econo- 

mic performance on pa ren t s '  incomes. A demographic s t anda rd i za t i on  shows 

t h a t  i f  c h i l d r e n ' s  l i v i n g  arrangements were t h e  same i n  1985 a s  they were 

i n  1969--that i s ,  i f  12 i n s t e a d  of 24 percent  of a l l  c h i l d r e n  l i v e d  i n  

s ing le -paren t  families-but i f  t he  poverty r a t e s  f o r  c h i l d r e n  i n  s ing l e -  

and two- paren t  f a m i l i e s  were a t  t he  1985 l e v e l s  shown i n  Table 4 ,  then 

t h e  c h i l d  poverty r a t e  i n  1985 would have been 16.1 i n s t e a d  of 20.1 per- 

cen t .  A s i m i l a r  s t anda rd i za t i on ,  a l s o  based on 1969 l i v i n g  arrangements, 

shows t h a t  i f  t h e  poverty r a t e  f o r  a l l  c h i l d r e n  had dec l ined  between 1969 

and 1985 a t  t h e  same r a t e  a s  between 1959 and 1969, then t h e  1985 r a t e  

would have been 6.3 percent .  

The a c t u a l  c h i l d  poverty r a t e  i n  1985, 20.1 percent ,  was 13.8 percen- 

t a g e  po in t s  h igher  than  t h i s  s tandard ized  r a t e .  About one-third of t h e  

d i f f e r e n c e  was due t o  t h e  increased  propens i ty  of c h i l d r e n  t o  l i v e  i n  

s ing le -paren t  f a m i l i e s ,  while  about two-thirds was due t o  t h e  f a i l u r e  of 

poverty r a t e s  t o  d e c l i n e  a t  t h e i r  pre-1969 r a t e s .  

Race and e t h n i c i t y  c o n t r i b u t e  s i g n i f i c a n t l y  t o  t he  poverty of 

c h i l d r e n ,  but they a l s o  c o n t r i b u t e  t o  t he  poverty of t h e  e lde r ly .  The 

combination of female headship and r ace  and e t h n i c i t y  is  extremely 

potent--almost two-thirds of c h i l d r e n  l i v i n g  i n  households headed by 

black and Hispanic  women a r e  poor. I n  1985, t he se  c h i l d r e n  were about 



f i v e  times a s  l i k e l y  t o  be poor a s  the  average person. For a l l  black and 

Hispanic  subgroups of t he  populat ion,  except persons l i v i n g  i n  households 

headed by men between t h e  ages of 18 and 64,  t h e  incidence of poverty 

equa ls  o r  exceeds t he  na t iona l  poverty r a t e  of 20 percent  t h a t  l e d  

P re s iden t  Johnson t o  dec l a r e  war on poverty more than twenty years  ago. 

Before c lo s ing  t h i s  s e c t i o n ,  a  caveat should be repeated.  Poverty 

r a t e s  have been def ined on t h e  bas i s  of cash income (al though f o r  1939, 

our  measure inc ludes  only earn ings) .  Income i n  kind is  omitted i n  every 

yea r ,  a l though i t  is  obviously of some s i g n i f i c a n c e  throughout the  

per iod.  I n  t h e  e a r l y  years ,  i t  i s  an important omitted component of t he  

income of p a r t i c u l a r  low-income groups-farm p rop r i e to r s ,  farm l a b o r e r s ,  

domestics,  and some s e r v i c e  workers. Whether ch i ld ren  o r  t he  e l d e r l y  a r e  

more l i k e l y  t o  be a f f e c t e d  by t h i s  l ack  of d a t a  is  problematic. 

I n  recent  years ,  in-kind income has been an important component of 

t r a n s f e r  b e n e f i t s ,  e s p e c i a l l y  i n  t h e  form of medical b e n e f i t s  t o  t he  

e l d e r l y .  Such b e n e f i t s  have come t o  r i v a l  i n  scope the  l a r g e  in-kind 

t r a n s f e r s  t o  c h i l d r e n  through publ ic  education. The s i g n i f i c a n c e  of these  

t r ends  w i l l  a r i s e  i n  o the r  papers i n  t h i s  volume. The i s s u e  t h a t  in-kind 

income r a i s e s  f o r  t h i s  paper concerns i t s  e f f e c t  on r e l a t i v e  t rends  i n  

t h e  poverty r a t e s  of t h e  young and t h e  old. 

The Census Bureau has evaluated t h e  impact of t he  food, housing and 

medical programs on t h e  incidence of poverty,  under a  v a r i e t y  of assump- 

t i o n s ,  f o r  each year s i n c e  1979 (U.S. Department of Commerce, 1986). 

These programs b e n e f i t  both ch i ld ren  and the  e l d e r l y ,  but t h e i r  ant ipo-  

v e r t y  e f f e c t  i s  g r e a t e r  f o r  t h e  e lde r ly .  This  i s  so  even i f  we exclude 



t h e  b e n e f i t s  from medical ca re ,  t he  relevance of which a r e  ho t ly  con- 

t e s t e d .  Excluding medical ca re ,  in-kind b e n e f i t s  f o r  food and housing i n  

1985 removed about 12 percent  of poor ch i ld ren  from poverty and about 15 

percent  of poor e l d e r l y  persons. Since t he se  t r a n s f e r s  were v i r t u a l l y  

nonex i s t en t  i n  1939, t h e i r  omission from decennia l  census d a t a  implies  

t h a t  we have somewhat unders ta ted  t he  recent  r e l a t i v e  ga ins  of the  

e l d e r l y .  

TRENDS I N  AVERAGE EARNINGS AND TRANSFERS 

Trends i n  mean earn ings  a f f e c t  t he  incidence of poverty among 

c h i l d r e n  and t h e  e l d e r l y  i n  two q u i t e  d i f f e r e n t  ways. F i r s t ,  changes i n  

t h e  mean income of a group a r e  o f t e n  a s soc i a t ed  with much l a r g e r  percen- 

t a g e  changes i n  t h e  same d i r e c t i o n  i n  t h e  incidence of poverty. That i s ,  

c y c l i c a l  decreases  i n  average income a r e  u sua l ly  a s soc i a t ed  wi th  

i n c r e a s e s  i n  i n e q u a l i t y  which f u r t h e r  r a i s e  poverty r a t e s .  Second, 

changes i n  earn ings  a f f e c t  poverty d i f f e r e n t l y  f o r  ch i ld ren  and the  

e l d e r l y .  For example, i f  nominal earn ings  a r e  r i s i n g  but r e a l  ea rn ings  

a r e  f a l l i n g ,  a s  they d id  during much of the  1970s, t he  incidence of 

poverty r i s e s ,  because t h e  poverty l i n e s  a r e  indexed t o  p r i ce s .  Because 

poor ch i ld ren  a r e  more dependent upon r e a l  earn ings ,  e s p e c i a l l y  i f  they 

a r e  i n  i n t a c t  f a m i l i e s ,  than a r e  t h e  e l d e r l y ,  l a r g e  swings i n  t h e  r a t e  of 

growth of earnings such a s  t h e  United S t a t e s  has experienced, e s p e c i a l l y  

r e c e n t l y ,  more s t r o n g l y  a f f e c t  t he  incidence of poverty and well-being of 

c h i l d r e n  than of t h e  e lde r ly .  The e l d e r l y  a r e  l e s s  a f f e c t e d  because 

t h e r e  is no necessary connection between b e n e f i t  l e v e l s  under Old Age and 

Surv ivors  Insurance  (OASI) and wage income i n  t h e  s h o r t  run. Thus t he  



well-being of c h i l d r e n  r e l a t i v e  t o  t h e  e l d e r l y  depends no t  only on r a t e s  

of growth of earnings but a l s o  on r a t e s  of growth of earn ings  r e l a t i v e  t o  

r a t e s  of growth of OASI bene f i t s .  

We now t u r n  t o  t h e  r o l e  of t h e  r e l a t i o n s h i p  of t r ends  i n  earn ings  

r e l a t i v e  t o  t r a n s f e r s ,  and of t r a n s f e r s  t o  the  e l d e r l y  r e l a t i v e  t o  t rans-  

f e r s  t o  ch i ld ren ,  a s  t h e  proximate causes of t he se  observed t rends.  

Table  5 shows, i n  t h e  f i r s t  t h r e e  columns, r e a l  median wages and s a l a r i e s  

f o r  a l l  men (assumed t o  be r ep re sen t a t i ve  of t he  income of pa ren t s ,  and 

hence of c h i l d r e n  i n  two-parent households),  t he  percentage of e l d e r l y  

men who have r e t i r e d ,  and r e a l  average annual s o c i a l  s e c u r i t y  b e n e f i t s  

f o r  a r e t i r e d  worker and h i s  wife. The l a s t  t h r e e  columns show the  r a t i o  

o f  s o c i a l  s e c u r i t y  b e n e f i t s  t o  median male earn ings ,  t o  t h e  poverty l i n e  

f o r  an e l d e r l y  couple, and t o  mean we l f a r e  b e n e f i t s  f o r  a three-person 

fami ly  . 
S o c i a l  s e c u r i t y  b e n e f i t s  and the  percentage of e l d e r l y  men r e t i r e d  

changed very l i t t l e  between 1940 and 1950. However, r e a l  median earn ings  

i nc reased  by over 50 percent .  A s  a r e s u l t ,  b e n e f i t s  increased  from 50 t o  

57 percent  of t h e  poverty l i n e  f o r  two e l d e r l y  a d u l t s ,  but dec l ined  from 

45 t o  33 percent  of median male earnings.9 Between 1950 and 1960, r e a l  

s o c i a l  s e c u r i t y  b e n e f i t s  increased  by about 40 percent  and r e a l  earn ings  

by about 25 percent .  Soc i a l  s e c u r i t y  b e n e f i t s  increased  t o  37 percent  of 

earn ings  and 81 percent  of t h e  poverty l i n e ,  which is cons tan t  i n  r e a l  

terms f o r  t h e  e n t i r e  per iod.  Between 1960 and 1970, b e n e f i t s  and earn- 

i n g s  each increased  by about 20 percent .  Benef i t s  grew r ap id ly  again 

between 1970 and 1980-by about 35 percent--while r e a l  ea rn ings  decl ined 

by 7 percent .  A s  a r e s u l t ,  i n  1980 t h e  average bene f i t  f o r  a worker and 

w i f e  was 1.3 t i m e s  t h e  poverty l i n e  and 55 percent  of median earnings.  



Earnings, and Social Security Benefits, 1940-1980 
(constant 1980 dollam) 

Ratio of Msan Social 
Median b g e  and Mean Annual Security Benefit to 

Salary Percentage SocialSecurity Male MeanAFDC 
Earnings of of Berrefit, Worker Benefits for 

Year Male Workers8 Men and WifeC ~ i n e ~  ~ e r s o n  ~ a m i l ~ ~  
(1) (3) (6) 

aU.S. Department of Health and h n  Services, Social Security Administration, Social Security 
Bulletin, ATLTIW Stat is t ica l  Supplemnt, 1983, Table 22, p. 80. Canputed for wage a d  salary 
worlce~~ only. Includes wo&m of all ages, and those wozking paretime or  pareyear. 

h.~. Department of Gxmrce, Wlreau of tfre @ m s ,  H i s t o r i c a l  Statistics, Colonial Times to 
the Present (1976), Series D, pp. 29-41. 

CSocial Security Bulletin, Anmal Sta t is t ica l  Supplement, 1983, Table 78, p. 153. Mean aarr 
puted for  social security recipients only. 

% poverty l i m  for an elderly couple is about $4950 in 1980 dollars for each year. 

fsocial Semrity Bulletin, Armual Stat is t ica l  Supplemnt, 1983. Msan m t h l y  mount per 
recipient times 3. 



Thus from 1940 t o  1970 earn ings  growth was more r ap id  than  s o c i a l  

s e c u r i t y  growth, and ch i ld ren  benef i ted  more than t h e  e lde r ly .  I n  the  

decade of t h e  1970s, growth i n  s o c i a l  s e c u r i t y  b e n e f i t s  quickened a t  t he  

same time t h a t  earn ings  f e l l .  A s  a r e s u l t ,  e l d e r l y  poverty f e l l  while  

c h i l d  poverty increased.  The beginning and ending decades a r e  t h e  ones 

t h a t  diverge t h e  most f o r  ch i ld ren  and t h e  e lde r ly .  Forecas t s  f o r  t he  

f u t u r e  depend on t h e  weight given t o  one or  t h e  o the r  of these  decades. 

I f  i t  can be assumed t h a t  t h e  poverty l i n e  s p e c i f i e s  a minimum annual 

r e t i r emen t  income f o r  t h e  e l d e r l y ,  mean s o c i a l  s e c u r i t y  b e n e f i t s  can be 

viewed a s  having changed from a re t i rement  supplement paying ha l f  of t he  

minimum i n  1940 t o  a minimum guaranteed income by 1970 and something w e l l  

beyond t h e  minimum by 1980. I f  one were t o  va lue  i n  cash t h e  b e n e f i t s  

t h e  e l d e r l y  have received from Medicare s i n c e  1965, t h e  ga ins  of the  

e l d e r l y  r e l a t i v e  t o  both t h e  poverty l i n e  and median male earn ings  would 

be even g r e a t e r .  S i m i l a r l y ,  t h e i r  r e l a t i v e  well-being would i nc rease  i f  

w e  valued t h e  increased  l e i s u r e  a s soc i a t ed  with i nc reased  re t i rement .  

The s o c i a l  s e c u r i t y  system i s  on a pay-as-you-go bas i s .  A s  a r e s u l t ,  

t h e  t r end  i n  r e a l  ea rn ings  i n  column 1 of Table 5 is ove r s t a t ed  because 

w e  have no t  sub t r ac t ed  t h e  growing p a y r o l l  t a x  requi red  t o  f inance  t h e  

i nc reased  r e a l  s o c i a l  s e c u r i t y  benefi ts .10 And, because t a x  r a t e s  were 

s o  much lower i n  t h e  e a r l i e r  than t h e  l a t e r  years ,  t h e  unprecedented r i s e  

i n  s o c i a l  s e c u r i t y  b e n e f i t s  r e l a t i v e  t o  earn ings  s i n c e  1970 can be viewed 

a s  a d i r e c t  t r a n s f e r  from workers and t h e i r  ch i ld ren  t o  t h e  r e t i r e d .  For 

example, Burkhauser and Warlick (1981) show t h a t ,  on average, l e s s  than  

30 pe rcen t  of s o c i a l  s e c u r i t y  b e n e f i t s  i n  1972 could be viewed a s  a 

r e t u r n  t o  t h e  i n d i v i d u a l ' s  t o t a l  (employer plus  employee) s o c i a l  s e c u r i t y  

t a x  con t r ibu t ions .  



Column 6 of Table 5 shows t h a t  s o c i a l  s e c u r i t y  b e n e f i t s  rose  r e l a t i v e  

t o  cash b e n e f i t s  f o r  ch i ld ren  i n  recent  years.  Benef i t s  from the  

t r a n s f e r  program most important  t o  ch i ld ren ,  Aid t o  Famil ies  with 

Dependent Children (AFDC) were always lower than s o c i a l  s e c u r i t y  

payments, but they grew a t  a s i m i l a r  r a t e  up t o  1970. Bene f i t s  f o r  a 

r e t i r e d  couple were t y p i c a l l y  about 40 percent  g r e a t e r  than  AFDC b e n e f i t s  

f o r  a three-person family over t he  30-year period. However, while  s o c i a l  

s e c u r i t y  b e n e f i t s  increased  i n  r e a l  terms during the  1970s, AFDC b e n e f i t s  

were s tagnant .  By 1980, t he  t y p i c a l  r e t i r e d  couple received almost twice 

t h e  b e n e f i t s  of a three-person family.  

Because t h e  Census has only l i m i t e d  information on cash income main- 

tenance t r a n s f e r s ,  we  used t h e  March Current Populat ion Survey da t a  tapes  

t o  provide more d e t a i l e d  evidence of t he se  t r a n s f e r  d i f f e r ences .  The 

f i r s t  two rows of Table 6 show t h a t  pretransfer-poor  f ami l i e s  wi th  

c h i l d r e n  ( i . e . ,  those  who would have been poor had t h e i r  only incomes 

been from market sou rces )  r ece ive  a d i sp ropor t i ona t e ly  small  and 

d e c l i n i n g  sha re  of a l l  t ransfers- they were about 26 percent  of a l l  

p re t ransfer -poor  households i n  both 1967 and 1984, but t h e i r  share  of 

ca sh  t r a n s f e r s  dec l ined  from 19.8 t o  16.8 percent .  

The bottom rows of Table 6 show t h a t  pretransfer-poor  f a m i l i e s  wi th  

c h i l d r e n  received much sma l l e r  amounts of t r a n s f e r s  than households 

headed by a person over 65 yea r s  of age. The average t r a n s f e r  t o  the  

e l d e r l y  poor increased  over t he  e n t i r e  per iod.  Transfers  t o  f a m i l i e s  

wi th  c h i l d r e n  increased  s u b s t a n t i a l l y  between 1967 and 1973, but then 

dec l ined .  Thus, i n  1984, when t h e  poverty l i n e  f o r  a family of fou r  was 

$10,609, t h e  t y p i c a l  pretransfer-poor  family wi th  c h i l d r e n  received only 

about  $3000. This c o n t r a s t s  t o  t h e  s i t u a t i o n  of t h e  e l d e r l y ,  f o r  whom 



Table  6 

Pover ty  and T r a n s f e r  R e c e i p t ,  1967-1984 

P r e t r a n s f e r - p o o r  f a m i l i e s  
w i t h  c h i l d r e n  a s  a 
pe rcen tage  of a l l  
p r e t r a n s f e r  poor 
households  

P e r c e n t a g e  of a l l  c a s h  
t r a n s f e r s  t o  p r e t r a n s f  e r -  
poor households  r e c e i v e d  
by p re t rans fe r -poor  
f a m i l i e s  w i t h  c h i l d r e n  

Average cash  t r a n s f e r  
r e c e i v e d  by t h e  
p r e t r a n s f e r  poor 
( 1984 d o l l a r s )  : 

Two-parent f a m i l i e s  
w i t h  c h i l d r e n  

Female-headed f a m i l i e s  
w i t h  c h i l d r e n  

Households headed by 
e l d e r l y  pe rsons  

Source:  Computations by t h e  a u t h o r s  of d a t a  from t h e  March Cur ren t  
P o p u l a t i o n  Surveys.  

Note: P r e t r a n s f e r - p o o r  households  a r e  t h o s e  whose cash incomes, 
e x c l u d i n g  government t r a n s f e r s ,  f a l l  below t h e  pover ty  l i n e .  



t h e  pover ty  l i n e  f o r  a  couple  w a s  $6282, and t he  average t r a n s f e r  was 

$7322. I n  t h e  r ecen t  pe r i od ,  d e c l i n i n g  r e a l  t r a n s f e r s  and d e c l i n i n g  r e a l  

e a rn ings  t oge the r  w i th  i n c r e a s i n g  female headship combined t o  produce t h e  

unprecedented r i s e  i n  c h i l d  pover ty  beginning i n  1969, but  a c c e l e r a t i n g  

a f t e r  1979 ( s e e  F igu re  2) .  

IMPLICATIONS TO BE DRAWN FROM RECENT POLICIES 

For  most of our h i s t o r y  t h e r e  has  been a dependent popula t ion  of 

young and o l d  whose s t anda rd  of l i v i n g  was v i r t u a l l y  determined by t h e  

income of t h e  working popula t ion  w i t h  whom they  res ided .  That remains 

t r u e  today only f o r  c h i l d r e n  i n  i n t a c t  f ami l i e s .  It i s  no l onge r  t r u e  

f o r  t h e  many c h i l d r e n  i n  s ing le -paren t  f a m i l i e s  dependent on c h i l d  sup- 

p o r t  and AFDC and i t  i s  c e r t a i n l y  pa s t  h i s t o r y  f o r  t h e  e l d e r l y .  

The S o c i a l  S e c u r i t y  Act rup tured  t h e  connect ion between c u r r e n t  

l i v i n g  s t anda rds  and t h e  income of t h e  family  i n  which t h e  e l d e r l y  

r e s i d e d  a s  a  subfamily.  A p o l i t i c a l  l i n k  remained and b e n e f i t s  were f r e  

quen t l y  r a i s e d  by l e g i s l a t i v e  mandates which tapped t r u s t  fund s u r p l u s e s  

i n  prosperous  t i m e s .  F i n a l l y ,  however, index ing ,  a s  i t  was in tended  t o  

do ,  ended t h e  connec t ion  a l t o g e t h e r .  

The well-being of c h i l d r e n  i n  two-parent f a m i l i e s  l a r g e l y  depends on 

r a t e s  of growth of income of t h e  heads of the  household i n  which they  

r e s i d e ,  bu t  t h i s  would no longer  be t r u e  f o r  t h e  e l d e r l y  even i f  they  

s t i l l  l i v e d  w i t h  t h e i r  ch i l d r en .  Th i s  l e a d s  t o  an obse rva t i on  and a  

ques t i on .  F i r s t ,  t h e  observa t ion .  To d e s c r i b e  t h e  p a s t  and t o  f o r e c a s t  

t h e  f u t u r e  of l i v i n g  s t anda rds  f o r  c h i l d r e n  and f o r  t h e  e l d e r l y  invo lve  

d i f f e r e n t  independent v a r i a b l e s .  The c h i l d r e n ' s  equa t i on  needs r e a l  



income and l i v i n g  arrangements. Forecas t ing  t h e  d i s t r i b u t i o n  of economic 

well-being f o r  ch i ld ren  a l s o  needs a  v a r i a b l e  such as  cohort  s i z e  t o  pre- 

d i c t  t h e  income d i s t r i b u t i o n  of t h e  working populat ion ( ~ a s t e r l i n ,  1986). 

For t h e  per iod s i n c e  1972 r e a l  b e n e f i t s  f o r  t he  e l d e r l y  have remained 

cons tan t .  I n  c o n t r a s t  t o  t h e  s i t u a t i o n  of ch i ld ren ,  w e  need t o  e s t ima te  

a  r e l a t i o n s h i p  f o r  t he  e l d e r l y  only i f  we  in tend  t o  f o r e c a s t  p o l i t i c a l l y  

motivated changes i n  b e n e f i t  l e v e l s .  

The ques t ion  is: How does one eva lua t e  t h e  dec i s ion  t o  s epa ra t e  t h e  

well-being of t h e  e l d e r l y  from t h e  cu r r en t  earnings of t h e i r  ch i ld ren ,  

wh i l e  l eav ing  the  well-being of t h e i r  g randchi ldren  dependent upon those  

same income e a r n e r s  and t h e i r  cu r r en t  earn ings?  To answer t h i s  ques t ion  

r e q u i r e s  t h a t  we look back a t  t h e  po l icy  changes t h a t  shaped t h e  t r a n s f e r  

system over t h e  l a s t  two decades. 

The f l o o r  f o r  minimum consumption of t he  e l d e r l y  is  now set by the  

Supplemental S e c u r i t y  Income program (SSI) p lu s  food stamps. A l l  

c h i l d r e n  a r e  e l i g i b l e  only f o r  food stamps, s o  t h a t  t he  fundamental d i f -  

f e r e n c e ,  a t  l e a s t  i n  t he  b a s i c  s a f e t y  n e t ,  i s  SSI. Enactment of SSI i n  

October 1972 r e s u l t e d  from t h e  long and f u t i l e  e f f o r t  by t h e  Nixon admi- 

n i s t r a t i o n  t o  pass t h e  Family Ass i s tance  Plan (FAF'). Introduced i n  

Congress i n  1969, FAF' was i n i t i a l l y  a  nega t ive  income t a x  wi th  a  low 

guaran tee  and a  low t a x  r a t e  but un ive r sa l  i n  i t s  coverage of f ami l i e s  

w i t h  ch i ldren .  The l e g i s l a t i o n  was l a t e r  expanded t o  inc lude  the  

e l d e r l y ,  b l i nd ,  and d isab led  a s  w e l l .  Although FAP passed t h e  House 

twice ,  i t  never succeeded i n  t he  Senate.  Only t h a t  p a r t  of the  l e g i s l a -  

t i o n  a id ing  t h e  e l d e r l y ,  b l i nd ,  and disabled--SSI--was enacted. I f  FAP 

had been enacted,  ch i ld ren  would now have the  same income f l o o r  a s  t he  

e l d e r l y .  



As t h i n g s  s t a n d ,  however, t h e  income f l o o r  f o r  c h i l d r e n  i n  one-parent 

f a m i l i e s  i s  Aid t o  F a m i l i e s  w i t h  Dependent Chi ldren.  For two-parent 

f a m i l i e s ,  i n  t h e  24 s t a t e s  t h a t  have i t ,  t h e  f l o o r  i s  Aid t o  Fami l i es  

w i t h  Dependent C h i l d r e n  w i t h  Unemployed Paren t s .  Otherwise  t h e  f l o o r  is 

composed of food stamps and General  A s s i s t a n c e ,  a county-administered 

program t h a t  v a r i e s  wide ly  w i t h i n  s t a t e s  and even more widely  a c r o s s  

s t a t e s .  

Tha t  t h e  income f l o o r s  of t h e  e l d e r l y  and of c h i l d r e n  d i f f e r ,  t h e n ,  

and d i f f e r  s u b s t a n t i a l l y ,  i s  a  d e l i b e r a t e  p o l i c y  choice .  According t o  

t h e  major s t u d y  of t h e  e f f o r t  t o  e n a c t  FAP (Burke and Burke, 1974) ,  t h e  

S e n a t e ' s  o b j e c t i o n  was t h a t  i t  extended w e l f a r e  t o  able-bodied men 

expec ted  t o  work. That  i s ,  p a r e n t s  of c h i l d r e n  i n  pover ty  were presumed 

t o  reduce t h e i r  work e f f o r t  i f  t h e  income of t h e i r  c h i l d r e n  rose .  

However, a d u l t  c h i l d r e n  of e l d e r l y  poor p a r e n t s  were n o t  expected t o  

reduce  t h e i r  work e f f o r t  i f  t h e  income of t h e i r  p a r e n t s  were t o  r i s e .  

The r a t i o n a l e  f o r  t h e s e  d i f f e r e n t  e x p e c t a t i o n s ,  we would suppose,  is t h a t  

working-age p a r e n t s  have access  t o  t h e  t r a n s f e r s  t o  t h e i r  dependent 

c h i l d r e n ,  but t h a t  t h e y  would n o t  have a c c e s s  t o  t r a n s f e r s  t o  t h e i r  

dependent  p a r e n t s .  On economic grounds,  t h e  d i s t i n c t i o n  makes s e n s e  on ly  

i f  c h i l d r e n  a r e  dependents ,  and dependents can be e x p l o i t e d ,  w h i l e  

p a r e n t s  a r e  n o t  dependents and hence cannot  be e x p l o i t e d .  It is an  ugly  

view of twent ie th -cen tury  fami ly  l i f e ,  but  i t  could be r i g h t .  We need t o  

know more t h a n  we do abou t  i n t e r g e n e r a t i o n a l  t r a n s f e r s  t o  know i f  t h e r e  

i s  s u b s t a n c e  t o  t h i s  view. What l i t t l e  we know c a s t s  c o n s i d e r a b l e  doubt 

on i t ,  however. 

Mari lyn Moon (1977) examined i n t r a f a m i l y  t r a n s f e r s  between young and 

o l d  a s  t h e y  could  be i n f e r r e d  from t h e  p a t t e r n s  of l i v i n g  arrangements i n  



ex tended  f a m i l i e s .  She concluded t h a t  "Aged couples  o r  i n d i v i d u a l s  who 

r e s i d e  i n  l a r g e r  extended fami ly  groups f a l l  at  t h e  extremes of t h e  

income d i s t r i b u t i o n .  The income l e v e l s  of t h e i r  younger r e l a t i v e s  t end  

t o  f a l l  a t  t h e  o p p o s i t e  extremes.  Consequently,...[intra-family t r a n s -  

f e r s ]  e x h i b i t  a s t r o n g  e q u a l i z i n g  e f f e c t "  (p. 111). I n  o t h e r  words, 

extended f a m i l i e s  of a d u l t  c h i l d r e n  and p a r e n t s  c o n t i n u e  t o  e x i s t ,  and 

t h e y  l i v e  t o g e t h e r  t o  h e l p  each o t h e r  out .  That i s ,  they  s h a r e  resour-  

ces .  Shar ing  must mean t h a t  t h e  l a b o r  market d e c i s i o n s  of prime-age men 

are a f f e c t e d  by t r a n s f e r s  t o  pa ren t s .  Y e t ,  a t  l e a s t  f o r  t h e  f o r e s e e a b l e  

f u t u r e ,  p o l i c y  w i l l  be made on t h e  presumption t h a t  l a b o r  supply w i l l  be 

s e r i o u s l y  a f f e c t e d  by cash  t r a n s f e r s  t o  c h i l d r e n ,  which may be inade- 

q u a t e ,  w h i l e  b e n e f i t s  t o  t h e  e l d e r l y ,  f i x e d  i n  real terms,  a r e  adequa te  

b u t  do n o t  a f f e c t  l a b o r  supply.  

It  is  p o s s i b l e  t o  g e t  a very rough e s t i m a t e  of t h e  c o s t  t o  poor 

c h i l d r e n  of r e j e c t i n g  FAP b u t  a c c e p t i n g  SSI. I n  1986 t h e  SSI b e n e f i t  

l e v e l  f o r  a couple  wi thou t  o t h e r  income was $504 p e r  month; o r ,  i n c l u d i n g  

food  stamps,  somewhat more than  8 0  p e r c e n t  of t h e  pover ty  l i n e .  For t h a t  

same y e a r ,  t h e  Congress ional  Budget O f f i c e  (U.S. Congress,  1985) e s t i -  

mated t h e  e f f e c t  on t h e  i n c i d e n c e  of pover ty ,  on t h e  pover ty  gap, and on 

t h e  f e d e r a l  budget of e s t a b l i s h i n g  a n a t i o n a l  minimum f o r  AFDC p l u s  food 

stamps a t  65 p e r c e n t  of t h e  pover ty  l i n e s .  Under t h i s  s imula ted  p lan ,  

t h e  g u a r a n t e e  would be r a i s e d  f o r  2.2 m i l l i o n  f a m i l i e s  (60 p e r c e n t  of 

e x i s t i n g  AFDC f a m i l i e s )  an  average  of $73 p e r  month, and 190,000 f a m i l i e s  

would be added t o  t h e  r o l l s .  The c o s t  t o  t h e  f e d e r a l  government of t h e  

p l a n  would have been about $3.5 b i l l i o n ,  o r  40 p e r c e n t  of f e d e r a l  AFDC 

b e n e f i t  payments, bu t  l e s s  than  2 p e r c e n t  of s o c i a l  s e c u r i t y  b e n e f i t s .  



These d a t a  suggest  how smal l  a  program the  na t ion ' s  l a r g e s t  cash 

we l f a r e  program f o r  c h i l d r e n  r e a l l y  is. Nevertheless ,  r a i s i n g  bene f i t  

l e v e l s  t o  65 percent  of t he  poverty l i n e s  from the  cu r r en t  l e v e l s  of 

around 40 percent  would s i g n i f i c a n t l y  a f f e c t  t h e  inc idence  of poverty and 

t h e  poverty gap. "About 80 percent  of new and increased  b e n e f i t s  would 

go t o  f a m i l i e s  below t h e  poverty l e v e l ,  which would cause t he  poverty 

gap--as measured by o f f i c i a l  poverty s t a t i s t i c s - - t o  dec l ine  by about $2.7 

b i l l i o n .  Roughly 0.1 m i l l i o n  f a m i l i e s  would be moved above the  poverty 

l e v e l ,  about 5  percent  t he  poor f ami l i e s  a f f ec t ed"  (p. 37). Moving the  

guaran tee  up t o  t h e  SSI l e v e l  would not  be a s  t a r g e t  e f f i c i e n t  a s  going 

from 40 t o  65 percent  of t he  poverty l e v e l ,  but another  1  percentage 

p o i n t  would undoubtedly be taken  out of poverty. 

I n  add i t i on  t o  higher  b e n e f i t s ,  had FAP passed, coverage would have 

been extended t o  i n t a c t  f a m i l i e s  wi th  chi ldren.  No e s t ima te  has been 

made of t h e  impact of such a  change. It would be considerably more 

expensive than t h e  cu r r en t  program, but wi th  the  guarantee l e v e l  s e t  a t  

80  percent  of t h e  poverty l i n e ,  i t  would have a  s u b s t a n t i a l  impact both 

on t h e  incidence of poverty and the  poverty gap, p a r t i c u l a r l y  f o r  poor 

c h i l d r e n  i n  male-headed households. 

The CBO e s t ima te s  were conducted f o r  l e g i s l a t i o n  introduced i n t o  the  

Congress a s  v i a b l e  b i l l s .  They have not a t t r a c t e d  s u f f i c i e n t  suppor t ,  

however, t o  move them out  of committee, and they a r e  un l ike ly  t o  become 

law. Amid t h e  cu r r en t  passion f o r  workfare,  t h e i r  l abo r  supply dis incen-  

t i v e  e f f e c t s  would be s u f f i c i e n t  t o  k i l l  them, even i n  a  t i m e  of budge- 

t a r y  surp lus .  

I n  1987, then, with unemployment r a t e s  expected t o  remain above 6 

percent  f o r  t h e  r e s t  of t he  decade, poverty among ch i ld ren  w i l l  remain 



high  even i f  t he  economy cont inues t o  grow without r eces s ion  and even i f  

t h e  percentage of c h i l d r e n  l i v i n g  i n  s ingle-parent  f a m i l i e s  could be 

reduced. One must a l s o  recognize t h a t  s i n c e  s o c i a l  s e c u r i t y  b e n e f i t s  

w i l l  no longer  grow f a s t e r  than i n f l a t i o n ,  t h e  bes t  f o r e c a s t  f o r  poverty 

r a t e s  among t h e  e l d e r l y  is  t h a t  they w i l l  d ec l i ne  slowly. Newer r e t i r e e s  

w i l l  have h igher  l i f e t i m e  earnings and hence h igher  s o c i a l  s e c u r i t y  bene- 

f i t s .  Newer r e t i r e e s  a r e  a l s o  more l i k e l y  t o  have p r i v a t e  pensions than 

e x i s t i n g  retirees, but only about one t h i r d  of retirees c u r r e n t l y  have 

them, and only about one ha l f  of cu r r en t  workers a r e  covered by them. 

While most of t h e  b e n e f i t s  of tax-deferred Ind iv idua l  Retirement Accounts 

(IRAs) and p r i v a t e  pensions w i l l  accrue t o  t h e  wel l -off ,  some people who 

might have been s t r apped  i n  retirement--for example, t h e  lower-middle- 

income worker, t h e  group t h a t  Smeeding (1984) c a l l s  "tweenersW--will a l s o  

be aided. They a r e  now too wealthy t o  q u a l i f y  f o r  Medicaid, but not  

weal thy enough t o  buy Medigap insurance;  they a r e  economically insecure  

and vu lne rab l e  t o  unexpected h e a l t h  problems. They a r e  n o t ,  however, 

poor. 

IMPLICATIONS FOR FUTURE POLICIES 

Our recommendations f o r  a i d i n g  t h e  poor, i n  an e r a  i n  which the  

s i g n i f i c a n c e  of age has dec l ined ,  would avoid expansion of wel fa re  

programs but involve increased  income-testing through the  income tax. 

That i s ,  funds can be r a i s e d  through h igher  taxes  on t h e  nonneedy e l d e r l y  

and nonneedy nonelder ly  and spent  on h igher  t ax  c r e d i t s  f o r  poor 

ch i ldren .  



Such changes can a i d  poor ch i ld ren  and avoid h u r t i n g  t h e  poor 

e l d e r l y .  For example, a  pol icy of across-the-board c u t s  i n  s o c i a l  

s e c u r i t y  would h u r t  t h e  poor e l d e r l y ,  whi le  a  po l icy  of across-the-board 

b e n e f i t s  t o  c h i l d r e n ,  such as  c h i l d r e n ' s  allowances,  would a i d  t he  

nonneedy. We would a l s o  s t rengthen  p o l i c i e s  t a rge t ed  on t h e  poor 

e l d e r l y  by, f o r  example, a t tempting t o  r a i s e  the  SSI p a r t i c i p a t i o n  r a t e  

o r  changing t h e  program s o  t h a t  i t  serves  a  g r e a t e r  percentage of t he  

e l d e r l y  poor. 

Pub l i c  po l i cy  has  r e c e n t l y  s h i f t e d  i n  t he  d i r e c t i o n  of t ak ing  back 

some of t h e  s p e c i a l  t a x  provis ions  t h a t  d i sp ropor t i ona t e ly  a i d  t he  non- 

needy e l d e r l y .  These inc lude  t h e  r epea l  of t he  double persona l  exemption 

and t h e  t a x a t i o n  of one-half of s o c i a l  s e c u r i t y  b e n e f i t s  f o r  those  f i l i n g  

j o i n t  r e t u r n s  wi th  income above $30,000 o r  s i n g l e  r e t u r n s  wi th  income 

above $25,000. A f u r t h e r  move would be t o  t a x  t h e  i m p l i c i t  subsidy i n  

Medicare i n  t h e  same way t h a t  we a r e  tax ing  s o c i a l  s e c u r i t y  a s  we l l  a s  t o  

t a x  t h e  subsidy due t o  t h e  tax-free s t a t u s  of employer-provided hea l th  

i n su rance  f o r  t h e  nonelder ly .  

The Tax Reform Act of 1986 has made an important s t e p  i n  t h e  d i rec-  

t i o n  of a id ing  poor c h i l d r e n  by removing most of t h e i r  f a m i l i e s  from the  

r o l l s  through t h e  expansion of and indexa t ion  t o  t h e  cos t  of l i v i n g  of 

t h e  earned income t a x  c r e d i t ,  t he  s tandard  deduction, and t h e  persona l  

exemption. One could move f u r t h e r  i n  the  d i r e c t i o n  of us ing  the  income 

t a x  t o  a i d  poor c h i l d r e n  by making t h e  c h i l d  c a r e  t a x  c r e d i t  refundable  

o r  by tu rn ing  t h e  $2000 persona l  exemption i n t o  a  refundable  c r e d i t  of 

$560 ( i t s  value t o  taxpayers  i n  t he  28 percent  b racke t ) .  I t  i s  now worth 

on ly  $300 t o  taxpayers  i n  t h e  15 percent  bracket  and nothing t o  some poor 



f a m i l i e s  whose t a x  l i a b i l i t i e s  have been e l i m i n a t e d ,  but  who s t i l l  have 

unused p e r s o n a l  exemptions. 

Both of t h e s e  changes can h e l p  r e s t o r e  t h e  r e l a t i v e  p o s i t i o n  of t h e  

c h i l d r e n  of t h e  working poor and n e a r  poor,  who have been h u r t  t h e  most 

by t h e  r e c e n t  re t renchment  i n  government b e n e f i t s  and t h e  e r o s i o n  of r e a l  

f a m i l y  incomes i n  t h e  pe r iod  s i n c e  1973. The Tax Reform Act of 1986 

c o r r e c t s  t h e  harm done them by t a x  changes over t h e  l a s t  decade,  but  n o t  

t h e  harm done by market and t r a n s f e r  system changes. 

We conclude t h a t  pover ty  remains h igh  by h i s t o r i c a l  s t a n d a r d s  f o r  

many subgroups--elderly whi te  widows, a l l  m i n o r i t y  e l d e r l y  and c h i l d r e n ,  

and w h i t e  c h i l d r e n  l i v i n g  i n  s ing le -paren t  f a m i l i e s .  These subgroups i n  

1985 c o n s t i t u t e d  about  16 p e r c e n t  of a l l  persons  bu t  about 37 p e r c e n t  of 

a l l  poor persons.  Taken a s  a group, t h e i r  pover ty  rate w a s  a lmost  33 

percen t .  Given c u r r e n t  p u b l i c  s o c i a l  i n s u r a n c e  and w e l f a r e  p o l i c i e s  and 

p r i v a t e  pension p o l i c i e s ,  pover ty  among t h e s e  groups w i l l  f a l l  ve ry  

l i t t l e  over  t h e  nex t  decade,  even i f  t h e  economy c o n t i n u e s  t o  grow 

w i t h o u t  recess ion .  To f u r t h e r  reduce t h e  i n c i d e n c e  of pover ty  r e q u i r e s  a 

r e d i r e c t e d  a n t i p o v e r t y  e f f o r t ,  one i n  which age has  l i t t l e  s i g n i f i c a n c e .  

I f  t h e  r e s o u r c e s  devoted t o  such an  e f f o r t  are e f f e c t i v e l y  t a r g e t e d  on 

t h o s e  i n  need, t h e n  c h i l d r e n  w i l l  g a i n  d i s p r o p o r t i o n a t e l y .  But i f  t h e  

p o l i c y  merely s h i f t s  from a b i a s  i n  f a v o r  of t h e  e l d e r l y  t o  a b i a s  toward 

c h i l d r e n ,  then  t h e  poor--both c h i l d r e n  and t h e  e l d e r l y - w i l l  g a i n  d i spro-  

p o r t i o n a t e l y  l i t t l e .  T a r g e t i n g  b e n e f i t s  on t h e  e l d e r l y  may have pro- 

ceeded f o r  t o o  long ,  but h a s  y i e l d e d  t h e  g r e a t e s t  s u c c e s s  t h a t  p o l i c y  has 

had i n  reduc ing  pover ty .  An a l t e r n a t i v e  group as t a r g e t  e f f i c i e n t  as t h e  

e l d e r l y  and a p o l i c y  as p o l i t i c a l l y  a c c e p t a b l e  as r a i s i n g  s o c i a l  s e c u r i t y  

b e n e f i t s  w i l l  be h a r d  t o  f i n d .  



Notes 

l ~ o r  example, i n  1939, t he  poverty l i n e s  f o r  an e l d e r l y  couple and a  

fami ly  of four  were $841 and $1408, r e spec t ive ly ;  i n  1979, they were 

$4392 and $7355. A d e t a i l e d  d e s c r i p t i o n  of t he  process by which the  

pover ty  l i n e s  were extended back i n  time i s  a v a i l a b l e  from t h e  authors .  

Also,  see Ross, Danziger, and Smolensky (1987). 

2 ~ e  a l s o  analyzed a  r e l a t i v e  poverty th reshold  set a t  44 percent  of 

t h e  median income f o r  every year  ( t h i s  measure was f i r s t  used by P lo tn ick  

and Skidmore, 1975). The r e l a t i v e  poverty r a t e  i s  much more s t a b l e  over 

t h e  40-year period. These r e s u l t s  a r e  a v a i l a b l e  from t h e  authors .  

Smith (1986) adopts  a  d e f i n i t i o n  t h a t  i s  a  hybrid of t he  o f f i c i a l  

measure and a  r e l a t i v e  measure. H i s  poverty th reshold  i nc reases  by one- 

h a l f  percent  f o r  every one percent  growth i n  r e a l  median income. H e  

f i n d s  t h a t  poverty dec l ined  from 34 percent  of persons i n  1940 t o  11  per- 

c e n t  i n  1980. 

3 ~ h e  Census does conta in  an i n d i c a t o r  which denotes whether o r  not  

t h e  household rece ived  $50 o r  more i n  o the r  income. We found t h a t  adding 

$50 t o  t o t a l  income f o r  households with t h i s  i n d i c a t o r  d id  not  s i g n i f i -  

c a n t l y  change t h e  1939 poverty r a t e ,  s o  we do not  use it. To ob ta in  a  

c o n s i s t e n t  series f o r  t h e  40-year per iod,  we have computed an earn ings  

poverty s e r i e s  based only on wages and s a l a r i e s ,  but those d a t a  a r e  not 

r epo r t ed  i n  t h i s  paper. See ROSS, Danziger, and Smolensky (1987). 

4 ~ h e  decennia l  Census has never c o l l e c t e d  information on in-kind 

t r a n s f e r s  received and taxes  pa id ,  a l though both a f f e c t  a  household's 

command of resources.  I nc lus ion  of in-kind t r a n s f e r s  would lower poverty 

r a t e s  i n  each year ;  i n c l u s i o n  of t axes  would r a i s e  them. These b i a se s  



i n c r e a s e  over time. However, i f  t h e i r  e f f e c t s  were t o  be included,  they 

would be smal l  u n t i l  1969. For a d i s cus s ion  of t h e i r  e f f e c t s  i n  a recent  

y e a r ,  s e e  Smeeding (1984). 

5 ~ h e  d i f f e r e n c e  between earn ings  poverty and p o s t t r a n s f e r  poverty i n  

any year  i s  accounted f o r  by income from self-employment, i n t e r e s t ,  d iv i -  

dends,  r e n t ,  government income t r a n s f e r  programs, p r i v a t e  pensions,  and 

from o t h e r  miscel laneous sources.  Because of d a t a  l i m i t a t i o n s ,  income 

from government programs cannot be d i s t i ngu i shed  from o t h e r  sources  of 

income u n t i l  t h e  1960 Census. For t h i s  reason, we  do not focus  on the  

an t ipove r ty  e f f e c t s  of government programs i n  t h i s  paper. 

h r e l a t e d  i nd iv idua l s  aged 15 and over and secondary f a m i l i e s  a r e  

counted a s  s e p a r a t e  u n i t s .  For example, two un re l a t ed  i n d i v i d u a l s  l i v i n g  

i n  a s i n g l e  dwell ing u n i t  a r e  assumed not  t o  sha re  income and each is  

counted a s  a s e p a r a t e  one-person household. They would a l s o  be counted 

a s  s e p a r a t e  one-person households i f  they shared a dwell ing u n i t  wi th  

ano the r  family.  Subfamil ies ,  by d e f i n i t i o n ,  a r e  r e l a t e d  t o  t he  household 

head and a r e  t hus  included a s  p a r t  of t he  primary fami ly ' s  income-sharing 

u n i t .  

7 ~ a n z i g e r  et a l .  (1984) found t h a t  i n  1973, c l a s s i f y i n g  a l l  persons 

by t h e i r  own age i n s t e a d  of t h e  age of t h e i r  household head s l i g h t l y  

i nc reased  t h e  r e l a t i v e  economic s t a t u s  of t he  e l d e r l y .  I n  t h a t  year ,  

13.1 percent  of a l l  e l d e r l y  persons l i v e d  i n  households headed by the  

none lder ly ;  2.7 percent  of t he  nonelder ly  l i v e d  i n  households headed by 

t h e  e lde r ly .  Holden (1987) found t h a t  i n  1950 about 24 percent  of women 

over  60 l i v e d  i n  a household where t he  head was a r e l a t i v e  o the r  than a 

husband, whereas only 10 percent  were i n  t h i s  category i n  1980. 



I n  t h i s  paper, t h e  d a t a  we used from the  1950 Census and the  March 

1986 Current  Populat ion Survey (d i scussed  below) c l a s s i f y  persons by t h e  

age of t h e i r  household head. A l l  of t h e  o the r  Census d a t a  c l a s s i f y  by 

t h e  age of persons. Computational c o s t s  prevent us from t e s t i n g  the  

s e n s i t i v i t y  t o  t h i s  c l a s s i f i c a t i o n  of the  poverty r a t e s  shown i n  t he se  

years .  However, t h i s  evidence sugges ts  t h a t  c l a s s i f i c a t i o n  by age of 

head probably leads  t o  a s l i g h t  understatement of e l d e r l y  poverty r a t e s  

i n  1949 when a g r e a t e r  percentage of t he  e l d e r l y  l i v e d  with the 

none lder ly  and a s l i g h t  overstatement  i n  1985 when a smal le r  percentage 

l i v e d  wi th  t h e  nonelderly.  I f  anything, these  d i f f e r ences  only r e in fo rce  

our  major theme. 

8 ~ i k e  t h e  1949 Census d a t a ,  t h e  CPS d a t a  repor ted  i n  Table 4 c l a s s i f y  

persons by t h e  age of t h e i r  household head. I n  add i t i on ,  ch i ld ren  a r e  

def ined  a s  persons under 18, no t  under 15. 

' ~ o t e  t h a t  earn ings  a r e  f o r  a l l  male wage and s a l a r y  workers, 

i nc lud ing  those  of a l l  ages working part-t ime and part-year.  

l O ~ h e  employee and t h e  employer each pay half  of the  pay ro l l  tax.  The 

employee sha re s  were 1.0, 1.5, 3.0, 4.8, and 6.13 percent  of annual 

earned income i n  1940, 1950, 1960, 1970 and 1980, r e spec t ive ly .  
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