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The economics of discrimination:

by Glen G. Cain

Glen G. Cain, a research associate of the Institute and a
member of the Economics Department of the University of
Wisconsin, is preparing a book on work in the United States
and a survey paper on economic discrimination. In this first
part of a two-part series on the subject, the economic con-
cepts of discrimination are discussed and several tables of
statistical indicators of discrimination are presented. Part 2,
to appear in a future issue of Focus, will cover economic
theories of discrimination, a survey of econometric
research, and the implications of both for policy analysis.

Economic discrimination has long been recognized as a
cause of income inequality among families and of wage ine-
quality among workers. Discrimination in the labor market
has been a particular concern because labor earnings are by
far the most important source of the income that people can
obtain from their own resources.

Part 1

We can view income as an index for a more comprehensive
measure of economic well-being, which would include non-
pecuniary aspects of one’s work and the consumption of
nonmarketed goods and services, such as leisure. In this
article particular attention will be given to comparisons
between whites and blacks and between men and women
regarding economic well-being.

The topic of discrimination, because of its relation to ine-
quality and poverty, has been a persistent theme in the
research activities of the Institute since its founding, and
current attention to the topic is timely. In the midst of the
debates about discrimination — affirmative action, compar-
able worth, women’s rights, the recent increase in poverty
among children, blacks, people of Spanish origin, and
women' —and after decades of economic research on dis-
crimination, there is a need to clarify how economic
research can and cannot assist policy analysis. To this end I
believe that the economic theories of discrimination and the
econometric research are oversold, but that the guidance
from economics for better conceptualization and measure-
ment of economic discrimination is undersold.?



Definitions and measurements

There are two broad definitions of economic discrimina-
tion. First, economic discrimination may be defined as long-
lasting inequality in economic well-being among individuals
based on their color, gender, or ethnic ties. Second, eco-
nomic discrimination is also defined as differences in pay or
wage rates for equally productive groups. These definitions
represent theoretical abstractions as written, because “eco-
nomic well-being” and “equally productive” are not readily
measurable. Nevertheless, we can begin to assess the magni-
tude of the problem of discrimination with the careful use
of statistics on, initially, income and earnings, and, later,
time spent at work and leisure.

Income inequality

The first definition permits a simple measure of economic
discrimination as the mean differences in household,
family, or personal income, on the assumption that annual
money income is a useful indicator of economic well-being.
(Adjustments to the statistics on money income will be add-
ed below.)

Some comparisons of income differences in 1981 among
white,? black, and Hispanic households (residents of a

housing unit) and families (two or more related persons liv-
ing together) in the United States are shown in Table 1. They
reveal, for example, that the average income of a black
household, $14,900, is 63 percent of that of a white house-
hold, which is $23,700. On a per-person basis, the ratio is
only 56 percent, which reflects the fact that black house-
holds are slightly larger: 2.99 persons per household com-
pared to 2.67 among whites.*

The following points highlight and supplement the figures
in the table.
¢ Blacks and Hispanics constitute about 17 percent of
the U.S. population. Along with other smaller
minority groups, such as American Indians and cer-
tain Asian immigrant groups, about 20 percent of the
U.S. population may be classified into ethnic minority
groups that face economic discrimination.

*The ratios of black-to-white and Hispanic-to-white
incomes tend to be around .6 or .7, but the table also
shows, with some additional calculations, that the
average income per member of a black family headed
by a woman is only 32 percent of the average income
per member of a white married-couple family. (Using
column 2, row 6, and column 1, row 4, we obtain
2.8/8.8=.32.) This is a large difference.

Table 1

Mean Annual Incomes and Income Ratios of White, Black, and Hispanic Households
and Families, United States, 1981

Mean Annual Income ($000’s) and Black/White and Hispanic/White Ratios?

Black/ Hispanic/
White Black White Hispanic White

Demographic Unit (49 ) 3) 4) (5)
1. Households® $23.7 $14.9 .63 $18.4 .77
2. (per member)* 8.9 5.0 .56 5.3 .59
3. Married-couple familiesd 28.7 219 .76 22.1 .77
4. (per member) 8.8 5.8 .66 5.4 .62
5. Female-headed families® 15.3 9.8 .61 10.8 .70
6. (per member) 5.4 2.8 52 3.1 .58

Families with primary

earner working “full

time"f:
7. Married-couple families® 30.5 25.9 .85 223 .73
8. Female-headed families® 18.0 13.4 .74 15.9 .88

Source: U.S. Bureau of the Census, Current Population Reports, Series P-60, No. 137, Money Income of Households, Families, and Persons in the United
States: 1981 (Washington, D.C.: U.S. GPO, 1983), Tables 4, 13, and 19.

2Incomes are rounded to the nearest hundred, but the ratios are based on unrounded incomes. For example, the original mean household incomes for whites
and blacks in the first row are $23,742 and $14,856.

"Households consist of all persons who live together in a housing unit and include one-person households.

‘Mean annual income per member is household income divided by the average size of the household. For example, for white households: $23,742/2.67 =
$8,892, which, rounded and expressed in thousands of dollars, is 8.9.

%The Census Bureau defines a family as two or more persons related by blood, marriage, or adoption, and residing together. In this table, married-couple fami-
lies do not include a relatively small number of families in which the wife is listed as the owner of the housing unit, which is the definition of the term “house-
holder” that appears in the Census tables.

*Does not include a relatively small number of female-headed families with a husband present.

f«Full time” refers to year-round, full time, which is defined as working 50-52 weeks for 35 or more hours per week in 1981.

8Median incomes are listed instead of mean incomes, which are not reported.




Table 2
Sources of Inequality in Economic Well-Being, Ilustrated with a
Comparison of Black and White Families in the United States

Judgment as to Whether Accounting for the Source Would
Widen or Narrow the Conventional Black-White Income
Gap (No adjustment needed, N.A., implies that the conven-
tional ratio already allows for the source)

Income Receipts
Asset ownership
Property (income-earning) N.A.

Property (non-income-earning: car, owner-occupied house, etc.) Widens gap {blacks have less wealth in these types of dura-

ble goods)

Human capital (wage earnings)

Human capital (fringe benefits and nonpecuniary aspects of work)

Defined for “household” as unit

Adjust for family or household size

Adjust for multiple earners to allow for “leisure” consumption

Allowance for government taxes, transfers, and survey bias

Taxes

Money transfer payments

Nonmonetary transfer payments to nonaged persons (Food Stamps, public
housing, Medicaid)

Nonmonetary transfer payments to aged persons (medical care subsidies and
various tax advantages for the aged)
Nonmonetary public benefits (parks, police service, etc.)

Nonreported income

Expenditures
Discriminatory pricing — housing, capital markets, consumer credit, etc.

Expenditures on “regrettables” —items that do not directly produce utility,
such as health maintenance, transportation to work, “waiting times”

N.A.
Widens gap?

Widens gap (unless the comparison is already “per
member”)°

Narrows gap (whites have 1.65 earners per family; blacks,
1.47)¢

Narrows gap slightly (reflecting the moderate degree of pro-
gressivity in the tax system)

N.A.

Narrows gap (about 25% of black and 8% of white families
receive these forms of noncash transfers)d

Widens gap®

Widens gapr

?

Widens gap’

Widens gap'- ¢

aFrin‘ge beneﬁ‘ts.are generally larger for jobs with higher wages and salaries. For evidence that blacks have, on average, jobs with less prestige and less pleasant
working conditions, see R. E. B. Lucas, “The Distribution of Job Characteristics,”Review of Economics and Statistics, 56 (November 1974), 530-540.

bSee Table 1.
“Source: Table 29 in source cited in Table 1.

d . . .
Source: U.S. Bureau of the Census, Current Population Reports, Series P-60, No. 136, Characteristics of Households and Persons Receiving Selected Non-

cash Benefits, 1981 (Washington, D.C.: U.S. GPO, 1983), p. 3.

¢Medical care subsidies a.rg derived primarily from the Social Security system, and white persons benefit disproportionately for two reasons: (1) eligibility and
payments tend to be positively related to earnings during preretirement years; (2) whites live longer. The tax advantages of the aged are generally greater for

higher-income persons among the aged.
fA personal judgment.

8For a definition anfi application of the concept of “regrettable” expenditures, see W. N. Nordhaus and J. Tobin, s Growth Obsolete? (New York: National
Bureau of Economic Research 50th Anniversary Colloquium, Columbia University Press, 1972).




e Poverty status for families in 1981 was officially
defined to be an annual income of $9300 or less for a
family of four and of $7300 or less for a family of
three. Thus, a substantial proportion of black and
Hispanic families headed by women are poor,
whereas only a small proportion of black and His-
panic married-couple families are poor. For most
minority-group families, therefore, discrimination
regarding income is not so much a problem of poverty
as it is of inequality -—their incomes relative to the
incomes of the white majority group.

¢One reason why black and Hispanic incomes are
lower is the larger fraction of families headed by
women among these minority groups, and if both
headship status and the presence of a full-time worker
as primary earner are held constant, the income ratios
rise to around .8. Marital instability and slack labor
markets thus appear to be important sources of
income inequality among ethnic groups in the United
States. In 1981 12 percent of white families were
headed by women. The comparable numbers for His-
panics and blacks were 23 percent and 41 percent.’

What adjustments to the available statistics for money
income that are shown in Table 1 are required to measure
relative economic well-being more completely? No fully sat-
isfactory answer is available, but most of the issues that lend
themselves to quantification or informed judgments are
listed in Table 2. In the table the sources of inequality and
the accompanying adjustments are separated into those per-
taining to income receipts and those pertaining to expendi-
tures. In measuring income receipts there are further dis-
tinctions among the issues of (a) the proper measures of
income from a household’s assets (or wealth components);
(b) the appropriate demographic unit of analysis; (c)
allowances for government taxes and subsidies; and (d)
allowances for survey biases. Although one message from
Table 2 is that the concept of economic well-being is compli-
cated, it is fair to conclude that the money measures in Table
1 understate the true degree of inequality between blacks
and whites, and, by extension, between majority and
minority ethnic groups generally. Seven of the ten required
adjustments serve to widen the gap.

Table 1 shows a static picture of income differences, and it is
essential in an analysis of discrimination to describe how
these differences have changed over time. The time-series
data are, unfortunately, incomplete in several respects.
Income statistics prior to 1940 are scanty. The Census
Bureau’s time series of annual family income begins in 1947,
and separate income statistics for blacks begin in 1967 and
for Hispanics in 1972,

The income ratios are relatively stable year by year (not
shown), but the change over decades is notable. To sum-
marize the trends, roughly 10-year averages of the annual
ratios of minority-to-majority incomes for the period since
1947 are shown in Table 3. The ratios of nonwhite-to-white
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Table 3
Time Series of Median Family Income Ratios;
Black-and-Other Nonwhite Races/White; Black/White; and
Hispanic/White; Annual Averages for Five Periods,
1939-82

Black-and-Other
Year or Period?® Races/WhiteP Black/White®  Hispanic/W hited

1939 37 - _
1947-56 .54 - _
1957-66 .54 - _
1967-76 .63 .61 .69¢
1977-82 62 .57 68

Sources: U.S. Bureau of the Census, Current Population Reports, Series
P-60, Nos. 43, 137, and 140, published in 1964, 1983, and 1983 respec-
tively. No. 137 (full citation in Table 1), p. 39, gives the family income
figures for 1947-81.

The years 1947-82 are divided into four periods, and the average of the
annual ratios are reported for each period. The first year for the continu-
ous time series of annual incomes is 1947 (see sources).

bThe category black-and-other nonwhite races is more than 90 percent
black for most of the period, and is the only category continuously avail-
able for the earlier years. Except for the recent decade or so, the trends in
the ratios for nonwhites and for blacks appeared very similar, based on
the scattered evidence available. In recent years, however, the proportion
of blacks among the nonwhite races has declined. Also, the proportion of
families headed by a woman among blacks has risen most sharply during
the last ten years or so, and this has tended to make the family income sta-
tistics for blacks diverge from those of other nonwhite races.

“The first year in which blacks are reported separately is 1967.

9dFamily incomes of Hispanics (persons of Spanish origin) were first
reported in the annual series in 1972; therefore, the period for the His-
panic/White ratio is 1972-76.

family income rose from .37 in 1939, when most blacks
lived in the low-income Southern region and on farms, up
to .6 or more in the middle 1960s, when the ratio more or
less stabilized. Since then it has been held down by the
increasing proportion of black female-headed families and,
probably, by the relatively high unemployment levels from
1975 on. Whatever the reason, progress regarding the first
type of economic discrimination, family income differ-
ences —and, by implication, differences in economic well-
being —has been painfully slow.

Earnings inequality

In Table 4 the earnings of workers instead of the incomes of
families are shown. If earnings measure the economic well-
being of workers, the table shows economic discrimination
by the first definition specified above. According to the sec-
ond definition, based on wage rates, Table 4 would provide



Table 4

Mean Earnings and Earnings Ratios of All Workers and of Year-Round,
Full-Time Workers for Men and Women; Whites, Blacks,
and Hispanics, United States, 1981

Mean Annual Earnings (8000’s) and Black/White and Hispanic/White ratios®

Black/ Hispanic/
White Black White Hispanic White
All workers
Men $17.5 $11.6 .67 $12.5 72
Women 8.3 8.0 97 7.5 .90
Women/men earnings ratio A8 .69 .59
Year-round, full-time workers®
Men 22.8 15.7 .69 16.5 72
Women ) 13.3 12.0 .90 11.5 .87
Women/men earnings‘ ratio 58 .76 .70

Source: Table 55 in source cited in Table 1.

2Earnings are rounded to the nearest hundred, but the ratios are based on the unrounded earnings. For example, the earnings for whites and blacks in the
fourth row are $22,791 and $15,660, respectively. The use of median earnings, which are about 8 percent lower, would not much change the comparisons.
bA year-round, full-time worker is one who works (or is paid for) 50-52 weeks and 35 or more hours per week.

a measure only if we considered the worker groups —three
ethnic groups and two gender groups —to be equally pro-
ductive.

In Table 4 ratios ranging from .5 to .7 characterize most of
the comparisons between minority men and white men and
between women and men within each ethnic group. How-
ever, minority women earn around 90 percent of the earn-
ings of white women. The earnings ratios of women to men
and of black men to white men are smaller for “all workers”
than for “year-round, full-time workers” (hereafter, “full
time”), because women and black men are less likely to
work full time. The proportion of white men who were full-
time workers in 1981 was .65, which is somewhat higher
than the proportion for blacks, .58, or Hispanics, .61. More
young workers and higher unemployment among these
minority groups are two sources of these lower figures. The
corresponding proportions for white, black, and Hispanic
women are .44, .49, and .45, respectively.®

Clearly, the ratios for full-time workers are closer to the
ratios of hourly wage rates, because the all-worker variation
in hours worked in the definition of earnings—hours
worked times the average wage per hour —is nearly equal-
ized. Among working women, minority women are more
likely to be full-time workers, so the ratios of minority
women’s earnings to white women’s earnings are higher in
the all-worker group (row 2 compared to row 4).

The time series of earnings ratios for full-time workers,
which is shown in Table 5, is useful because among the
available measures it comes closest to providing a compre-
hensive comparison between minority and majority work-
ers of the trend in the relative price (wage) of labor services.

For this interpretation, one must assume that the full-time
workers remain about the same fraction of the total popula-
tion of workers, or that deviations represent (a) voluntary
shifts to part-time work, and (b) no systematic selection
regarding workers’ productivity traits in the changing distri-
bution of part- and full-time workers. A change in age com-
position could change the distribution, and, ideally, one
would want to hold constant an exogenous trait like age
when constructing the time series. Assuming that any group
differences in these compositional shifts are minor, the
trends in Table 5 show gains over time in the earnings ratios
for black women relative to black men (column 2), black
men relative to white men (column 4), and black women
relative to white women (column 5). The earnings ratio of
white women to white men (column 1) has been remarkably
stable at around .6 over this 43-year span. The ratios for
Hispanics (columns 3 and 6-7) are for too brief a period to
measure a trend.

Further analysis of these trends will be discussed in Part 2,
but the following several points may be helpful and are non-
controversial.

1. The ratios generally are still so far short of unity in
1975-82 that “slow progress” is a fair and regrettable assess-
ment. The exception is the remarkable rise to near-equality
for black and white women, despite the fact that this ratio
was the lowest in 1939. This rise is partly explained by the
huge exodus of black women from domestic service, one of
the lowest-paid occupations, and the migration of blacks
generally from the low-income rural sector of the South to
urban places. Earnings of domestic servants were under-
stated in 1939 because of the receipt of income-in-kind pay-
ments (meals, sometimes lodging, and so on).



Table 5

Time-Series of Ratios of Median Earnings for Year-Round,

Full-Time Workers, Gender and Ethnicity Comparisons,
Annual Averages for Four Periods, 1939-82

Women/Men Earnings Ratio (by Ethnicity)

Years of Period? White Black Hispanic
(D ) 3)
1939° 61 St -
1955-66° .61 .61 -
1967-74° .58 .70 -
1975-82¢ .59 .76 .70

Black/White
__ Earnings Ratio

Hispanic/White
Earnings Ratio

Men Women Men Women
@ 5 (6) Q)
.45 .38 — _
.62 .65 - -
.68 .83 - —
73 .94 72 .86

Sources: Various years for the P-60 Series of the Current Population Reports. See Table 1 for a full citation in the series.

2The years 1955-82 are divided into three periods, and the average of the annual ratios are reported for each period. The first year for the continuous time series
of earnings for year-round, full-time workers is 1955, but the 1940 census provides this figure for 1939.

bRatjos are for wage and salary earnings (excludes self-employed workers) for whites and nonwhites, who are defined as blacks and other nonwhite races in

later Census publications.

“Ratios are for all earnings (includes self-employed workers and self-employment income) for whites and blacks. The first year for which blacks are reported
separately is 1967. The black/white earnings ratios for men are, on average, about .01 lower than the nonwhite/white earnings ratios for men. Thus, we may
surmise that the black/white earnings ratio for 1955-66 would be approximately .61 instead of .62. The black/white earnings ratios for women are, on aver-
age, about .02 lower than the nonwhite/white earnings ratios. Thus, we may surmise that the black/white earnings ratio for 1955-66 would be approximately
.63 instead of .65. The trends in both ratios, black/white and nonwhite/white, are virtually the same.
dSame as c; also, 1975 is the first year in which earnings are reported separately for Hispanic workers.

2. Another probable reason that black earnings were par-
ticularly low in 1939 is the high rate of unemployment then
and throughout the 1930s. Black earnings rose sharply in
World War II (1941-45). The rate of increase in the men’s
black-to-white ratio has been slow but steady since the
mid-1950s.

3. Blacks made relative gains between 1940 and 1960 in
educational attainment and, probably, in other pre-labor-
market investments in human capital, such as health and
access to better jobs by migration. In the 1960s and 1970s
there were further gains in relative educational attainment
and also in antidiscrimination legal activities.

4. The stable ratio of women’s earnings to men’s earnings
among whites is, to some extent, a product of two conflict-
ing trends: (a) more participation in the labor force by
women, and, associated with this, more accumulated work
experience and advancement into higher occupations; (b)
increasing numbers of women are new entrants or reen-
trants into the labor force, and their years of experience are
less than the average years of experience of the existing
stock of women workers. These trends contrast with the
relative stability of the age-adjusted trend in experience of
men over this period. Thus, (a) exerts a compositional effect
that raises the ratio of women’s earnings to men’s, while (b)
has the opposite effect.

The descriptive statistics presented in Tables 1-5 have
shown two manifestations or definitions of economic dis-
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crimination, one dealing with incomes and another with
wage rates, for three types of groups affected by discrimina-
tion: women, blacks, and Hispanics. The economic
disparities are large and have persisted over time. Do these
disparities indicate the presence and persistence of different
wage rates for groups of workers for whom the assumption
of equal productivity — or, alternatively, equal productive
capacity —is maintained? The answer is yes. It is an answer
that has challenged economists for many years, becausein a
competitive economy workers who are equally productive
should receive the same wages (on average). The challenge
will be taken up in Part 2. The remainder of this article deals
with the conceptual problems of, first, measuring produc-
tivity differences in labor, and, second, accounting for the
differences between men and women in the allocation of
their labor to the home and market sectors of the economy.

Conceptual problems

The problem of measuring productivity differences

The first measure of discrimination, illustrated by the dif-
ference in overall average income between majority and
minority households (or families), may be considered to
measure societal economic discrimination. (Recall also the
supporting evidence in Table 2.) The second measure of dis-
crimination, which is commonly measured as the difference
in the average wage for equally productive majority and
minority workers, may be considered to express labor mar-



ket discrimination —obviously a narrower concept than
that of the first definition.

Implicit in labor market discrimination, which I will also
refer to as wage discrimination, is the proposition that the
group status that defines the majority or minority group has
no intrinsic effect on productivity. This proposition may
simply be viewed as defining the economist’s measure of
wage, or labor market, discrimination, in which any meas-
ured negative effect of group status on wages, after control-
ling for productivity, is defined to be discrimination. Typi-
cally, a statistical regression function is used to estimate the
effect of group status on wages, and the control over pro-
ductivity, as measured by various characteristics of the
workers, is handled by this statistical technique. But the
important conceptual question is what productivity charac-
teristics should be held constant when estimating wage dis-
crimination. The criterion I propose is that the variables
that are held constant should not be determined by the pro-
cess of discrimination under analysis. Consider the follow-
ing two applications of this criterion.

Case [ Assume the analysis pertains to a given employer or
firm, and that we ask whether white workers are paid more
than black workers after taking account of (holding con-
stant) the available productivity variables. Let us further
assume that a panel of experts provides us with the worker
characteristics that determine productivity in the given firm.
The productivity variables might include previous voca-
tional training, tests of manual dexterity, age, years of
schooling, and so on. However, to meet the above criterion,
each variable should be exogenous to the employer; that is,
the characteristic should not be affected by the employer’s
behavior. If it did, it might reflect discrimination. Thus, a
variable defined as “supervisor’s rating” would not be
admissible.

Case 2: Assume the analysis pertains to the entire labor mar-
ket. We ask whether white workers are paid more than
black workers after holding constant an admissible set of
productivity variables that meet the criterion that they are
not affected by the process of discrimination under analysis.
But because the entire labor market is under analysis, vari-
ables like “previous training” almost surely reflect previous
discrimination in the labor market, so they are not admissi-
ble.

Unfortunately, there is no simple rule in market-wide stud-
ies for determining when a variable may be appropriately
held constant. Among the variables mentioned in Case 1,
age would be appropriately held constant as an exogenous
variable. Years of schooling would be held constant if we
believed that the decision to attain schooling did not reflect
discrimination in the labor market. Perhaps less education
among minorities reflects societal discrimination —not
labor market discrimination, but pre-labor-market dis-
crimination. On the other hand, blacks and women may
perceive that higher levels of schooling yield smaller earn-
ings for them than for white men. If this were true, then

these groups may have curtailed their schooling, in which
case educational attainment would reflect labor market dis-
crimination.

Certain genetic differences might be admissible in analyzing
differences in pay between men and women. Physical
strength is a genetic difference between men and women,
but we may agree that this is not an important explanation
for pay differences in the modern urban society. On the
other hand, the cultural, and partly biological, differences
between men and women in the division of labor between
market work and housework — raising children, in particu-
lar —may be considered exogenous, or they may not.

Determining the productivity variables that are admissible
is the first step in estimating wage discrimination. Accurate
measures of the agreed-upon variables are also needed. A
look at the econometric research in this area will be pre-
sented in Part 2 of this article in a future issue of Focus.

Special issues that arise in comparing men and women

Theories of discrimination against women should deal with
two factors that differentiate women from a racijal minority
group like blacks. First, women may be said to choose to
specialize in home production, thus rationalizing a lower
market wage. No such alternative employment is credible
among black men. Second, even if women suffered lower
market wages because of discrimination, they might recover
all or part of these losses by marrying the favored group,
men.

Both factors direct our attention to the division of labor
between home and market sectors. Wage comparisons,
which are the key ingredient in measuring labor market dis-
crimination, should, for some purposes, measure the total
remuneration of men and women per hour of work. For
men, this may be reasonably approximated by the market
wage rate, recognizing that the fringe benefits and non-
pecuniary aspects of one’s job are not readily measured. For
women, however, the actual hours involve both market and
home work, and the full remuneration includes market
earnings and, say, the wife’s share in household income —
specifically that share which reflects her time and effort in
“household production.” Income comparisons, which mea-
sure another type of economic discrimination, should not
only allow for household money income but also for leisure
consumption.

Specialization by men in the labor market is to some extent a
legacy of the past, when the following environmental and
biological constraints prevented women from having equal
access to labor market opportunities: (a) seriously imperfect
control over fertility and the limited alternatives to breast-
feeding for the proper nurturance of babies; (b) physical
disadvantages relative to men in performing much, and per-
haps most, market work; (c) a collusive monopolization by
men of various instruments of power, often institutional-
ized into laws, that prevented women from having equal
access to market work.



These constraints may not prevail today to any significant
degree. However, the legacy may play a role in the determi-
nation of current preferences, and preferences are conven-
tionally taken as given by economists.

The measure of full income as an economic concept must
confront the issues raised in Table 2, one of which was the
component of one’s standard of living that is attributable to
the consumption of nonmarketed goods and services,
which economists often summarize into a single category,
leisure. Leisure may be inferred from an accounting identity
in which total time, say 24 hours per day, is divided into
work time, time for personal care (including sleep), and lei-
sure. For men, the assumptions that work is entirely market
work and that personal care is roughly constant across time
have permitted a rough measure of an increase in their lei-
sure consumption by the measured decrease in their time
spent at work over the past 100 years or so. Analogous
assumptions may permit a comparison among men in dif-
ferent countries at a point in time.

The accounting identity also applies to women, but the
practical difficulty is the measurement of housework, which
must be added to market work to obtain a measure of total
work. Several surveys of time use, often employing time-use
diaries by the respondents, have presented rather convinc-
ing evidence that men and women, or at least the husbands
and wives who constitute the main focus of these studies,
work about the same amount of time, on average. Table 6

shows my recalculations of the reported total hours of
work —home and market — for three surveys from 1965 to
1976.7 The units of measure are weekly (7-day) hours of
work. The averages for wives, which range from 61 to 68
hours depending on the definition of work, are actually
weighted averages of employed wives, who work more total
hours, and nonemployed wives, who work fewer total
hours. However, employment status is defined at the time of
the survey, and because most wives will work in paid
employment at some time in their married life, the average
of the two employment states is a more accurate picture.

As the table shows, husbands work about the same number
of total hours. Note that in these surveys husbands typically
work from 10 to 20 or so hours in tasks other than their paid
employment, which is usually from 40 to 50 hours per week.
This tells us that the conventional economic assumption
that market work defines total work by men is no longer
accurate, if it ever was.

The change in time spent in market work over the decades
presents the following challenge to economists and to other
social scientists interested in the comparative economic
well-being of men and women. The decline in market work
by men is substantial and undoubtedly reflects an increase in
leisure consumption.® But women’s time in market work
has increased substantially, so a parallel-to-men rise in lei-
sure consumption by women would require their time in
housework to decline sufficiently to more than offset their
increase in market work.

Table 6
Total Hours of Work per Week, Home and Market, by Wives and Husbands, Reported in Three Surveys, 1965-76

National Surveys 1965-66 and 1975-76

Syracuse, N.Y., - (averaged)®

Employment and National Survey Survey, Travel to Work Travel to Work
Marital Status 1965-66 1967-68° Not Included Included
Employed husbands 62 64
Employed wives 71 68
Nonemployed wives 56 60
Al]l husbands (same as

employed husbands) 62 64 62 67
All wives 61 63 65 68

Source: Cain, “Women and Work: Trends in Time Spent in Housework,” IRP DP no. 747-84. The table relies on the sources cited in the notes below.

2J. Vanek, “Household Work, Wage Work, and Sexual Equality,” in Women and Household Labor, ed. S. F. Berk, Sage Yearbooks in Women’s Policy Stud-
ies, Vol. 5 (Beverly Hills, Calif.: Sage Publications, 1980), p. 277.

bK. E. Walker and M. E. Woods, Time Use: A Measure of Household Production of Family Goods and Services (Washington, D.C.: American Home Eco-
nomics Association, 1976), p. 64.

°F. Stafford, “Women’s Use of Time Converging with Men’s,” Monthly Labor Review, 103 (December 1980), 58. The results for the 1965-1966 and 1975-1976
surveys are averaged to limit the distorting effects of the recession in 1975-76.
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The most widely cited evidence on this issue is a study of the
period from 1920 to 1966 by Joann Vanek, who concluded
that there was no decline in time spent in housework by non-
employed women over this period.® Vanek pointed out that
surveys in the 1920s mainly involved farm women, who
worked an average of 8 to 10 additional hours in unpaid
farm work, but she also noted that the much higher rates of
market work by urban wives in 1965-66 more than offset
the decline in time spent in farm work. She concluded that
“modern life has not shortened the woman’s work day.”!°
The normative implication of this finding for the change in
the economic status of men and women is rather startling.
Women would appear to have benefited much less than men
from the rise in per capita income during the past 60 years.
Men’s standard of living has improved from both increased
consumption of goods and services and increased leisure.
Have women benefited only from the gains in material well-
being? If so, and unless their material well-being increased a
good deal more than men’s, they have apparently failed to
keep pace with the overall gains made by men. There is no
evidence that women have received a larger share of the
increases in consumption of goods and services stermming
from (or defining) the rise in per capita income in this cen-
tury.

My reanalysis of these two issues — the time trends in house-
work and total work, and the amount of total money
income women and men receive, allowing for an equal shar-
ing of household income by husbands and wives —is sum-
marized in Tables 7 and 8.!!

In Table 7, the trends in housework and in total work
(defined as housework plus market work) are shown for the
period 1920 to 1976, originally reported by other scholars,
and for the period 1890 to 1976, as I have recalculated them,
using the original studies along with a variety of other
sources. Over the longer period and with my adjustments,
the decline in housework time per week is substantial, 27
hours, and the decline in total work is about 15 hours —sig-
nificant, but probably less than the decline in total work by
men. If women’s consumption of market goods and services
has kept pace with men’s consumption, then their lesser
decrease in total work time implies that the rise in their stan-
dard of living has lagged behind that of men during this cen-
tury.

Table 7
Weekly Hours of Housework and Total Work of Wives
in the United States, 1890-1975, Estimated by Various Adjustments
to Data from Earlier Studies

Estimates from Estimates
Studies by Vanek with Extensions
and Robinson and Adjustments?

Years Housework All Work Housework All Work
1890 - - 66 68
1920-28 53 57 56 60
1965-66 48 59 - -
1975-76 41 55 39 53

Change in hours from
beginning year to ter-
minal year -12 -2 =27 -15

Source: Author’s calculations based on the original work by J. Vanek,
“Keeping Busy: Time Spent in Housework, United States, 1920-1970,”
Ph.D. diss., University of Michigan, Department of Sociology, 1973, pp.
80-82; and J. P. Robinson, “Housework Technology and Household
Work,” in Women and Household Labor, ed. S. F. Berk, Sage Yearbooks
in Women’s Policy Studies, Vol. 5 (Beverly Hills, Calif.: Sage Publica-
tions, 1980), pp. 53-67.

3Seven hours of housework are added to the 1920s hours to estimate the
hours of housework in the 1890s. Three hours of housework are added to
the 1920s hours to allow for the understatement of numbers of children in
families in the 1920s survey. Two hours are subtracted from the total of 18
that are devoted to “family care” (including child care) and “shopping”
and “other” categories of housework in the 1970s to allow for leisure com-
ponents of these activities. (See Cain, “Women and Work,” IRP DP no.
747-84, for a full explanation of these adjustments.)




The issue of the comparative lifetime money incomes of
men and women is the final topic of this article, and its con-
clusions are summarized in Table 8. The incomes of men
and women, previously shown for certain categories of
families in Table 1 for 1981, are computed for each age of
adulthood and summed over all adult ages to obtain the life-
time money incomes, The figures refer to the cross-section
of the age-income profile in 1981 and are only crude esti-
mates of the actual lifetime incomes of cohorts. Incomes
received by married-couple households are allocated
equally to husbands and wives, so differences in lifetime
incomes are definitionally associated with periods when the
men and women are not married (or not living together if
married). Incomes of women include alimony and child
support payments made to divorced, separated, and wid-

Table 8
Present Values and Female-to-Male Ratios of Present Values
of Lifetime Income and Lifetime Earnings in the United States:
Synthetic Cohort Data from Cross-Section Surveys, 1980-81 and 1979

Full-Time

Unit and Income All Persons Workers?
Household income, 1980

(Household income divided

equally for married couples)

1. Men $280,831 $285,841

2. Women 227,636 249,731

3. Women/men income ratio .81 .87
Per-person household income, 1980

(Household income divided by

average size of household)

4. Men 185,541 190,180

5. Women 123,638 134,265

6. Women/men income ratio .67 .71
Per-person earnings, 1979

7. Men 350,170 429,660

8. Women . 157,033 263,971

9. Women/men earnings ratio .45 .61

Sources: Glen G. Cain, “Welfare Economics of Policies toward Women,”
[RP DP no. 732-83, Table 3, which relies on the following sources: U.S.
Bureau of the Census, Current Population Reports, P-20, No. 372, Mari-
tal Status and Living Arrangements, March 1981, Table 2; P-20, No. 371,
Household and Family Characteristics, March 1981, Tables 3 and 13;
P-60, No. 132, Money Income of Households, Families, and Persons in
the United States, 1980, Tables 10 and 26; P-60, No. 139, Lifetime Earn-
ings Estimates for Men and Women in the United States: 1979, and Vital
Statistics of the United States, Vol. 11, Section 5, Life Tables, 1978.

aFor households headed by a woman or man (not including married
couples), the income calculations in this column are restricted to house-
holds where the heads are full-time workers. For married-couple house-
holds, income is measured for all couples, not just those where the pri-
mary earner worked full time. In these calculations income of married
couples is shared equally between husband and wife, so a focus on
couples where the primary earner worked full time is not necessary. In
rows 7-9, which refer to persons rather than families, the calculations are
for full-time workers for this column.
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owed women; and the payments by men are subtracted
from men’s incomes. A discount rate of 5 percent is used to
compute the present values, and different survival proba-
bilities between men and women at each age are used.!?

The principal findings and interpretations of Table 8 are the
following:

*Women receive substantially less income than men
during their adult life, even though they are assigned a
share of income equal to that of their husbands dur-
ing marriage. However, the amount of time an adult
spends in an unmarried state is sizable. When single,
women have much smaller household incomes and a
larger household size than men. Assuming equal lei-
sure consumption, as implied by Table 6, it follows
that the results in Table 8 show that women experi-
ence economic discrimination in terms of total eco-
nomic well-being.

¢ Women fare better when income rather than earnings
is the basis for a comparison with men. Even the low-
est ratio of income, .67 in row 6, which is for all per-
sons, adjusted for household size, is larger than the
highest earnings ratio, .61 in row 9, for full-time
workers.

¢ Allocating the household income on a per capita basis
by dividing by the average household size sharply
lowers income for women relative to men, because the
size of the household headed by a woman is consider-
ably larger than that of the household headed by a
man, and there are more female-headed households
(excluding households of married couples).

Generally, a larger household implies more housework and,
among full-time workers, less leisure time. Sometimes
dependent members perform a substantial amount of
housework, but this would not be true of young children,
who are more likely to be living with the mother when the
parents separate. The per capita figures in rows 4-6 allow
for the reduced consumption of market goods per person,
but not for reduced leisure.

There is a strong presumption, therefore, of less leisure con-
sumption by women who both head households and work
full time. How leisure consumption compares among sin-
gle-parent households where the head does not work full
time is not known. Many of these women are on welfare
and probably consume more leisure than the average, but
their incomes are very low, and their lives are often
adversely constrained by administrative rules.

No value is attached to work, other than the income
received. Regarding market work, this issue arose in Table 2
concerning nonpecuniary aspects of such work. The issue is
more complicated regarding housework, because there is a
close connection between the work performed and the wor-
ker’s consumption of the services of the work. For example,
dependent children require housework, but they also pro-



vide pleasure for their parents, and the extra burdens on the
divorced mother may be offset by this extra value. More
generally, the presumed higher skills of women in house-
work might permit unmarried women to enjoy more house-
hold consumption than unmarried men—sufficient, per-
haps, to offset their income (and leisure?) disadvantage.

Several additional questions about Table 8 may be raised.
Do women feel a stigma if their market wages are lower,
even if their incomes equal those of the men with whom they
may be comparing themselves? Is the shorter life span of
men attributable to their specialization in market work?
Biologists tell us that women are probably endowed with
more longevity, but whether the sex differences in time
spent in home and market work add to this endowment is
unknown.

Although the difference between men and women in earned
income has decreased during the past 30 years, the proba-
bility of divorce and separation has increased. As a conse-
quence the current generation of women may have suffered
a decline in lifetime income (as defined above) relative to
men, despite their increased relative earnings. One must ask
whether the rise in divorce and separation is a consequence
of the relative rise in earnings and whether all of this reflects
a greater independence of women and an overall improve-
ment in their well-being.

The empirical measure in Table 8 of gender equity avoids
the question of why market wage rates are lower for women
and does not attempt to measure discrimination in the labor
market. Instead, the question is, Regardless of why men are
paid higher wages, are women compensated in whole or
part by alternative income receipts? It appears that they are
partially compensated, but that their shortfall remains so
large that an economic inequity is strongly suggested. Of
course, data for actual cohorts of men and women, more
information about leisure consumption, and, ideally, more
information about actual consumption of home and mar-
ket goods are needed for definitive conclusions. l

“Poverty in the United States: Where Do We Stand Now?” Focus, 7:1,
p. 3.

2For a list of the IRP Discussion Papers on which this article is based, see
box on this page.

3The term “white” will be used to refer to non-Hispanic whites.

4U.S. Bureau of the Census, Current Population Reports, Series P-60,
No. 137, Money Income of Households, Families, and Persons in the
United States: 1981 (Washington, D.C.: U.S. GPO, 1983), Table 4.
’Ibid., Table 13.

¢Ibid., Table 55.

"Cain, “Women and Work” (see box).

#See Cain, “Lifetime Measures of Labor Supply” (box), for supporting
evidence on the generalizations about market work by men and women in
this paragraph.

°J. Vanek, “Time Spent in Housework,” Scientific American, 231
(November 1974), 117-120.

'oIbid., p. 120.

'1Cain, “Women and Work,” and “Welfare Economics of Policies toward
Women” (see box).

20ther details of the calculations are discussed in Cain, “Welfare Eco-
nomics.”

Institute Publications by Glen G. Cain
on the Economics of Discrimination

“Welfare Economics of Policies toward Women.” IRP Dis-
cussion Paper no. 732-83.

“Economic Discrimination against Women and Racial and
Ethnic Minorities.” IRP Discussion Paper no. 745-84.

“Women and Work: Trends in Time Spent in Housework.”
IRP Discussion Paper no. 747-84.

“The Economic Analysis of Labor Market Discrimination:
A Survey.” IRP Discussion Paper no. 748-84. Forthcom-
ing.

“Lifetime Measures of Labor Supply of Men and Women.’
IRP Discussion Paper no. 749-84. Forthcoming.

Wingspread conference on
poverty in Wisconsin

In conjunction with the Wisconsin Department of Health
and Social Services, the Office of the Governor, and the
Johnson Foundation, the Institute for Research on Poverty
sponsored a conference at Wingspread —the Frank Lloyd
Wright landmark just north of Racine—on March 13-14,
1984, to examine the causes and consequences of poverty in
Wisconsin and to seek to identify measures and policies to
prevent or remedy poverty. In addition to discussions
among the participants, presentations were made by the fol-
lowing people:

Ken Bowler, Legislative Consultant, James C. Corman
Law Firm

Carol Croce, Executive Director, Wisconsin Nutrition
Project, Inc.

Sheldon Danziger, Director, IRP

John Driggs, Member, President’s Commission on Hun-
ger

Howard Fuller, Director, Department of Employment
Relations

Irwin Garfinkel, IRP

Maurice MacDonald, IRP

Robert Milbourne, Vice President, the Kohler Company
Linda Reivitz, Secretary, DHSS

Judith Weitz, Director, State and Local Affairs, Chil-
dren’s Defense Fund

Barbara Wolfe, IRP
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New project under way: Relative economic status, 1940-1980

Our perceptions of the causes of and cures for poverty are
very much influenced by what we can learn from the data
gathered annually in the Current Population Survey (CPS).
Although an admirable data set, the CPS is not without its
limitations, not the least of which is that it becomes a public
use microdata set only with the 1965 data. By that late date,
answers to the questions of who was poor and why were far
different from answers only a few decades earlier. By 1965
the agricultural sector had withered away, the decline in
mining, textiles, shipbuilding, etc. was completed, the
Great Depression was a dim memory, and the great migra-
tion of blacks out of the South was turning back on itself,
To some degree we seem to be returning to those earlier
times. Each succeeding recession seems to be deeper than
the preceding one. Permanent declines in industry after
industry appear likely. A new substantial migration flow has
been triggered. As long as our data base is confined to the
CPS, our capacity to analyze these emerging causes of pov-
erty will be severely limited.

As with our understanding of the causes of poverty, our
perceptions of the cures may also be dramatically affected
by the recent starting date of the CPS microdata file. By
1965 the programs of Old Age Insurance and Aid to Fami-
lies with Dependent Children were virtually universal in the
sense that take-up rates by eligible citizens were approach-
ing 100 percent. Our base measure of poverty therefore rep-
resents the confounding of those key transfer programs and
the behavioral responses to them. Consequently we are
almost always in the position of trying to tease out behav-
ioral responses to key transfer programs from a data set in
which all the beneficiaries have modified their behavior in
response to the transfer system.

Obviously microdata sets that capture the world before the
key transfer programs became universal and when declining
industries and regions were important causes of poverty
hold the promise of enriching our understanding of the
causes of poverty. Similarly, a microdata set that reports
unearned income but was collected for the period before
transfers were so omnipresent ought to expand our under-
standing of programs designed to lessen poverty. Just such
data sets are now becoming public. Newly available micro-
data from the 1940 and 1950 censuses and the computer files
of the 1980 census have made it possible to construct a con-
sistent record for the past 40 years. This undertaking, which
is being carried out by researchers at the Institute for
Research on Poverty and by affiliates at several other uni-
versities under contract from the U.S. Department of
Health and Human Services, will examine the patterns and
causes of trends in poverty and inequality from 1940 to
1980. Because biases exist in the census data, and because
some material relevant to changing economic status is not
covered by those data, a number of ancillary studies will be
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done to inform the interpretation of the record. Scheduled
for completion by mid-1985, this body of work constitutes a
major item on the current research agenda of the Institute,

Sheldon Danziger and Eugene Smolensky will provide a
broad picture of the anatomy of poverty and inequality.
They will describe the relative size, mean income level, and
distribution of economic well-being, and will calculate the
incidence of poverty among such groupings as age cohorts;
sex, racial and ethnic minorities; and family types (single
parents, nuclear families, and extended families). They will
examine the relative importance of earnings, property
income, and transfers across these demographic types, and
will decompose trends in poverty and well-being into the
proportions due to demographic change and the propor-
tions due to changes in the components of income.

Along with Saul Schwartz, Tufts University, they plan to
extend their study of the economic position of the elderly
relative to the nonelderly back in time to reveal the extent to
which social security benefits may have reduced the work
effort of this group and the extent to which the changing
relative economic status of the aged (see Focus, 6:2) may
suggest changes in public policies.

Work by Timothy Smeeding, University of Utah, will
address two biases in the calculation of census money
income — the omission of in-kind benefits and the omission
of private-sector fringe benefits,

A number of researchers will concentrate on groups whose
relative economic status is of particular policy interest.
Karen Holden will seek an explanation for the fact that
women who are divorced, single, or widowed are so likely to
have a poverty-stricken old age. Sara McLanahan and
Annemette Sgrensen will sort out those factors that result in
inequity between men and women at all ages. They will
determine during what periods of the life cycle income ine-
quality between the sexes is most pronounced and relate
those periods to variations in marital and headship status.
They will also examine differences in the sources of eco-
nomic well-being of married women and men. The partners
in a marriage may be—as is traditionally presumed—
equally well off, but the relative contributions of the two
spouses may have important consequences, affecting the
subsequent income of each. Peter Gottschalk of Bowdoin
College and Danziger will determine the extent to which
increased inequality in the male earnings distribution is
caused by the influx of inexperienced workers—the baby
boom generation and women of all ages—into the labor
market. Halliman Winsborough will provide information
on the comparative magnitude of inequity among different
age groups over time.

continued on p. 22
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The dynamics of dependency: Family background,

family structure, and poverty

Debate during the 1960s and 1970s over whether a culture of
poverty exists and persists prompted research into the
dynamics of poverty. That work resulted in a series of stud-
ies which revealed considerable variation in the length of
time that individuals and different groups tend to remain
poor.! Now a related question has gained prominence: Is a
permanent “underclass” developing in America?

According to one view, government welfare programs of
the last two decades (principally Aid to Families with
Dependent Children, AFDC) have succeeded in aiding
some groups but have left a residue of persons destined to
perennial dependence on public support. Made up for the
most part of the adult children of “welfare mothers,” this
subgroup has sometimes been portrayed as deficient not
only in earned income but also in moral character and social
behavior. They purportedly do not share society’s accepted
values, are often disruptive and violent, and are beyond the
help of either private or public efforts to rehabilitate them.?

Concern over the drain on public resources resulting from
the existence of a hard-core subclass has focused the atten-
tion of researchers on single parenthood, welfare receipt,
and their effects in perpetuating economic dependence.
Aided by the availability of across-time data sets such as the
Michigan Panel Study of Income Dynamics (PSID), social
scientists have now begun to investigate the dynamics of
dependency. Among them is Institute affiliate Sara
McLanahan, whose chief interest is the influence of family
structure, especially single-parent families, on the transmis-
sion of poverty. At Harvard, Mary Jo Bane and David
Ellwood have analyzed the length of time individuals
remain in poverty and on the welfare rolls and the ways in
which they escape poverty or welfare. A team headed by
Martha Hill, at the University of Michigan, has reported on
motivation and economic mobility within and across gen-
erations of poor people.

Family structure and the reproduction of
poverty

“The key question,” McLanahan writes, “has been and con-
tinues to be whether long-term inequality is due to family
14

structure per se (i.e., the absence of a parent) or to some
other factor such as social class and/or ethnicity which is
correlated with both family structure and adult
attainment.” Previous research left basic questions unan-
swered, primarily because most of the sources that were
used to examine adult attainment did not provide informa-
tion on past family income or the cause and extent of paren-
tal absence. The Michigan PSID contains data on the
family experiences of a group of offspring who have been
followed in the Panel since they left their families of origin.

For her analysis McLanahan used eleven years of informa-
tion (1968-78) from respondents who ranged in age from 17
to 27 in the year 1978 and who were dependent children in
Panel families at the age of 17. The sample contained 3300
individuals, of whom somewhat under half were black. The
analyses were conducted separately for blacks and whites.*

Because the failure to graduate from high school has been
shown to be a strong predictor of subsequent welfare recipi-
ency and continuing poverty,’ McLanahan examined the
likelihood that offspring from various types of families
would complete high school. She found that regardless of
place of residence, parents’ education, or race, those who
lived with single mothers were significantly more likely to
have dropped out of high school than those living in two-
parent households.

Having determined that there is a schooling difference
among youth in single-parent versus two-parent families,
McLanahan examined three possible explanations for that
variation: economic deprivation, the absence of a male role
model, and family stress associated with marital disruption.

Economic deprivation

The economic-deprivation thesis attributes differences in
children’s attainment to income differences that exist
between one- and two-parent families. McLanahan found
support for that argument. There was a strong relationship
between family income and schooling probabilities: the
lower the income, the less likely that either a black or a white
teenager would be in school, and income explained over 50
percent of the schooling difference between white offspring
in single- versus two-parent families.



To take a closer look at income-related factors, Mclanahan
analyzed other characteristics associated with family
income and single parenthood, including whether the
mother worked, whether the youth worked, and whether
the family received welfare (AFDC). Each of these factors
has been suggested as contributing to undisciplined, anti-
social behavior among offspring and, ultimately, to the
growth of an underclass.

Among whites, neither mother’s working nor offspring’s
working seemed to affect school attendance. Among
blacks, working teenagers were more likely to remain in
school, but the fact that the mother worked did not appear
to influence schooling. The welfare coefficient told a differ-
ent story. White offspring in families receiving AFDC were
much less likely to complete school than were offspring in
single-parent, nonwelfare homes. Among black families the
welfare effect was mixed. In the initial analysis, welfare had
no significant effect on schooling, whereas in a subsequent
analysis that was based on a subset of respondents aged 23
to 27, welfare had a positive effect.

Absence of the father

The “father-absence” thesis argues that the lack of a male
role model decreases motivation among children, interferes
with psychosexual development, and resuits in premature
termination of schooling. According to this view, negative
effects should appear in all types of households from which
the father is absent, should be more pronounced among
boys, and should gain intensity the longer the father has
been gone.

Among whites, McLanahan found very little evidence to
support the thesis. There was considerable variation across
the different types of families headed by single mothers.
White teenagers living with mothers who were separated
from their husbands were much less likely to be in school,
while those living with divorced, widowed, or never-
married mothers did not differ very much in terms of
schooling from youth in two-parent families. In addition,
there were no sex differences and no indication that effects
were more negative for offspring whose fathers had been
gone a long time.

Among blacks the thesis received more support. The proba-
bility of attending school was lower for offspring in all types
of single-parent families except those headed by never-
married mothers. No differences showed up, however,
between male and female offspring.

Suspecting that the variation in these findings pointed to
factors other than simply the absence of the father,
McLanahan next examined the thesis concerning stress.

Family stress

The family-stress argument states that the negative conse-
quences associated with single-parent families are due to the
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it to Elizabeth Uhr, 1180 Observatory Drive, 3412
Social Science Building, University of Wisconsin,
Madison, Wisconsin 53706.

recency and timing of parents’ marital disruption. The more
recent the breakup, the more negative the effect, probably
owing to tensions within the household. 1n addition, when
the split occurs during the children’s adolescence, the
offspring are doubly vulnerable —because of the stress and
because of its coincidence with critical life-course decisions,
such as school continuation. If the family-stress thesis is
accurate, we would expect to find that recently disrupted
households account for most of the negative association
between family structure and schooling.

McLanahan examined the relationship between schooling
attendance and time since marital disruption among the
various types of single-parent families. She found that for
whites, recency of disruption was indeed positively related
to dropping out of school, but this was not true of black
youth. While the results for blacks therefore did not sup-
port the family-stress thesis, neither were they entirely con-
sistent with the father-absence argument, because there was
no negative effect on schooling among black offspring living
with never-married mothers, and these teenagers probably
have had the least amount of contact with their fathers.

Policy lessons

The major finding of McLanahan’s research is that
offspring who live in female-headed families are less likely
to complete high school than those living with two parents.
On the one hand, her results lend support to the
“underclass” argument that economic deprivation in one
generation leads to deprivation in future generations. On
the other hand, this research does not reinforce the idea that
long-term absence of a father is the major factor underlying
family structure effects. The study thus contradicts at least
one part of the underclass thesis: that any deviation from
the nuclear-family pattern has negative effects on children.
Because of the strong effect of income, the author concludes
that policies directed toward raising the incomes of one-
parent families may succeed in removing some of the inter-
generational disadvantages currently attributed to family
structure and single mothers.

Spells of poverty and welfare receipt

The study of poverty “spells” —the length of time spent in
that state —conducted by Bane and Ellwood is in part an
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extension of the research on poverty dynamics, mentioned
at the beginning of this article and summarized in the previ-
ous issue of Focus.® Using ten years of data from the PSID,
their analysis showed that most people who become poor at
some time in their lives remain so for a relatively short
period of only one to two years. But Bane and Ellwood
found, in contrast to previous research, that there is a sub-
stantial subgroup of people who are mired in poverty over a
period of many years. Indeed, about 60 percent of those
identified as poor in a cross-section analysis, a “snapshot”
taken at a given time, are in the midst of a poverty spell
which will last eight or more years. It is these long-term poor
who are a major source of concern, because over the years
they absorb a very large part of the public resources directed
toward aiding the poor. In their study of “welfare spells,”
Bane and Ellwood reached conclusions similar to those they
found in studying poverty spells.

Movements on and off welfare

Subtitled “The Routes to Self-Sufficiency,” this study was
commissioned by the U.S. Department of Health and
Human Services to gain answers to three questions: How
long do AFDC mothers tend to stay on the rolls? What are
the characteristics of long-term welfare (AFDC) recipients?
How do women escape welfare?’

Analysis of the characteristics of recipients showed that cer-
tain types were much more likely to depend on welfare for
long periods. They included high school dropouts (recall
McLanahan’s study), nonwhites, unwed mothers, mothers
with many children, and women who had not earned any
income before they began to receive AFDC.

Women were able to leave the rolls by several different
routes. One-third left because their earnings went up,
another third because they married or reconciled with their
husbands. But among both of these groups, together consti-
tuting two-thirds of those who left, almost 40 percent once
again returned to welfare. Others ceased receiving AFDC
because their children grew up or left home (14 percent),
because the earnings of other household members rose (7
percent), because family size decreased (3 percent), and the
rest because they moved, gained income from the earnings
of others, or for reasons not explained in the data.

Those who left the program because their earnings went up
were likely to do so after short AFDC spells—one or two
years, This group does not seem to impose a serious burden
on public resources, since they manage to find their own
way off the rolls in a relatively short time. As one would
have expected, the earners were more likely to be white, to
have graduated from high school, and to have fewer chil-
dren. The surprise, however, was that women with pre-
school children were just as likely to leave after an earnings
change and just as likely to have had previous earnings rec-
ords as women with children of school age.

The discouraging side of the report involves those left
behind. The groups identified as being at high risk of long-
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term dependency were nonwhites, unmarried mothers, and
high school dropouts. Bane and Ellwood stress the need to
target more assistance to them for the purpose of making
them self-sufficient. “For those who are identified as having
a large likelihood of long-term dependence, the benefits of
substantially increasing movement to independence are
sizable. Expensive policies might be justified fiscally if they
are in fact effective in sharply reducing long-term depen-
dence.”® Among the efforts that the authors recommend are
unemployment programs to help mothers work, and pro-
grams to reduce the number of new pregnancies among
AFDC recipients.

Motivation and economic mobility across
generations

According to theories on the existence of a culture of pov-
erty or an underclass, “poverty and welfare dependence are
seen as persisting from one generation to the next because
they foster the development of deviant values in parents,
who in turn pass the deviant values on to their children, pre-
paring them only for a similar life of welfare dependency.”®
Martha Hill and colleagues at the University of Michigan
have empirically tested theories concerning attitudes and
motivation.

The data set was again the PSID, which contains several
indicators of personal attitudes: motivation is measured
positively by respondents’ expression of the desire to
achieve, negatively by indication of fear of failure; positive
expectations are indicated by a sense of sureness that life
will work out as expected and by the carrying out of plans;
and orientation toward the future is indicated by the intent
to plan ahead and save —qualities which the underclass is
said to lack. The study examined both intragenerational
and intergenerational effects of attitudes and motivation on
subsequent change in economic well-being. We focus here
on the second aspect, change across generations.

The sample for the intergenerational analysis consisted of
children who had left Panel families to set up their own
households in the period since 1968. Information was avail-
able on the parents and on the children as young adults. The



analysis first sought to determine whether, in the parents’
households, lower attitude scores correlated with poverty
status. As expected, the answer was yes. Heads of families
with incomes below the poverty threshold scored lower on
motivation, expectations, and future orientation. Those
attitudinal factors were then compared with the later eco-
nomic status of the offspring to get an idea of the effects of
parental motivation.

Many of the children from poor families were, as young
adults, better off than their parents, and the degree of their
success did not seem closely related to the parents’ psycho-
logical characteristics. Attitudes of parents had some effects
on children’s attainment, but the effects were not consistent
or strong enough to point clearly to them as constituting a
major barrier to intergenerational economic mobility. A
positive finding in the research concerned education, con-
firming what has been demonstrated elsewhere: parents’
education contributes to increased levels of children’s edu-
cation, thus thwarting transmission of poverty.

Motivation and welfare

To examine the transmission of welfare dependency, the
team first examined probabilities of welfare receipt in the
second generation—the children of welfare recipients —
then the intensity of welfare dependence. (In this research,
welfare included, in addition to AFDC, Supplemental
Security Income, food stamps, and other public assistance.)

The results of the first analysis showed that young white
adults were in fact considerably more likely to become
recipients if they grew up in welfare households than were
offspring of nonwelfare, but still poor, families. Young
black women were somewhat more likely to receive welfare
if their parents’ households had done so; young black men
from such families showed no difference from those in non-
welfare poor households. Parental attitudes seemed to play
little role. Only among young white women was there a sig-
nificant effect: positive attitudes of low-income parents low-
ered the probability of welfare receipt by a few percentage
points.

The next step was to look at the extent of welfare depen-
dency, measured by the portion of total individual income
made up of public assistance transfers. Several degrees of
intensity of dependence were tested. The results generally
did not point to a link between the first generation and the
next. With the exception of the finding that when parents
were in the most heavily dependent category, the likelihood
of subsequent dependency among white offspring was
increased, no definite intergenerational pattern emerged.
Among blacks, those from families that had depended
heavily on welfare were no more likely to become similarly
dependent than were blacks who were like them in all other
respects except that they grew up in families that had never
received welfare.

What this study tells us about the dynamics of dependency
is that the likelihood of welfare receipt, but not the level of

dependence, is to some extent a pattern carried forward
from parents to children. Parental attitudes, however, do
not seem to be a significant factor in contributing to either
receipt of, or dependence upon, welfare.

Families in poverty: What have we learned?

The studies described above have drawn conclusions froma
valuable set of longitudinal data. This type of research
promises to illuminate socioeconomic patterns that we have
not been able to see clearly before, owing to a lack of firm
information on social changes over time. Longitudinal
research is nevertheless in its early stages. The PSID is a
large and nationally representative sample, yet it does not
adequately cover some of the particular subgroups that we
need to learn more about. Data bases of this nature need to
be sustained and, when possible, enlarged.

The potential is nonetheless there: McLanahan, Bane and
Ellwood, and Hill and her colleagues have been able to elicit
information which has up to now been unavailable.
McLanahan has revealed the negative effects that stem from
the lower income of single mothers. Bane and Ellwood have
identified the existence and characteristics of the long-term
poor, and Hill’s research has told us that welfare depen-
dence threatens to be passed on from parents to their chil-
dren. These studies are opening the path to a better under-
standing of the interrelations of family background, family
structure, and their effects on the condition of future gen-
erations. ll

'See “The Dynamics of Poverty,” Focus 5:1 (Summer 1981).

2This viewpoint is illustrated by a series of New Yorker articles by Ken
Auletta (“The Underclass,” November 16, 23, 30, 1981), which later
appeared in book form under the same title.

3Sara McLanahan, “Family Structure and the Reproduction of Poverty,”
IRP Discussion Paper no. 720A-83, p. 2. (Forthcoming in American
Journal of Sociology.)

4Respondents were either from two-parent families or families headed by
women. Families headed by single men were not used because there were
so few of them.

SMary Jo Bane and David Ellwood, “The Dynamics of Dependence: The
Routes to Self-Sufficiency,” final report prepared for the Assistant Secre-
tary for Planning and Evaluation, Department of Health and Human
Services (Harvard University, 1983, mimeo.), p. 6.

$Bane and Ellwood, “Slipping Into and Out of Poverty: The Dynamics of
Spells” (Harvard University, 1983, mimeo.); revised and reissued as
Working Paper no. 1199, National Bureau of Economic Research, Cam-
bridge, Mass., September 1983.

"Bane and Ellwood, “Dynamics of Dependence.”

8bid., p. 6.

*Martha S. Hill et al., “Final Report of the Project: ‘Motivation and Eco-
nomic Mobility of the Poor;’ Part 1: Intergenerational and Short-Run
Dynamic Analyses” (Survey Research Center, Institute for Social
Research, University of Michigan, Ann Arbor, Mich., August 3, 1983),
p. 6.
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Small Grants program:
Round I awards

Awards in the second of three competitions in the Institute’s
Small Grants program were announced in April 1984,
Three awards were made by a panel composed of members
of the Institute’s National Advisory Committee. The
grants, in amounts up to $10,000, are for work during the
summer of 1984. They are supporting the following
research projects:

o Analyzing “Trickling Down”: How Labor Market
Opportunities among the Poor Are Affected by Gen-
eral Economic Growth

How do general macroeconomic growth rates affect low-
income households? The research will study the impact of
economic growth on different subgroups of the poor, such
as black vs. white households and households headed by
women vs. those headed by men. It will explore the means
by which wage income increases. Do unemployed workers
find jobs? Do wages rise? Do the employed work longer
hours? It will examine any structural changes that occur in
the labor market during periods of high demand and com-
pare the effects of economic growth on poor and nonpoor
households. Principal Investigator: Rebecca Blank, Prince-
ton University.

o A Longitudinal Analysis of Nonparticipation in the
Food Stamp Program by Eligible Households

By examining the change in the participation status of per-
sons who were eligible for food stamps in both 1976 and
1979, this study will attempt to isolate those factors —eco-
nomic, demographic, and behavioral —that result in failure
of welfare-eligible households to enroll, and will help deter-
mine how policies can be designed to effectively combat
nonparticipation. Principal Investigator: Richard Coe,
University of Notre Dame.

e Sex-Role Socialization and Economic Attainment:
An Empirical Investigation

Using both psychological theories of sex-role development
and economic theories of job search, this study will test a
model of women’s occupational choice and wages that
explicitly accounts for differences in how men and women
value occupational attributes. Why do women end up in
lower-status and lower-paying jobs than men? Does the
answer to this question lie in sex-role patterns learned in
childhood? The study will use a nationally representative
sample of young women and brother-sister pairs. Principal
Investigators: Mary Corcoran and Paul Courant, Univer-
sity of Michigan. ll
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Spending for social welfare

Between 1950 and 1978 expenditures on social welfare in the
United States expanded from 17.2 percent of GNP to 27.6
percent. Much of this growth in spending was carried out by
the federal government, Critics of government spending
have argued not only that the nation cannot afford such
expenditures —which take away money from other laud-
atory goals, such as the environment and national
defense—but that these expenditures diminish creativity
and self-reliance, and encourage irresponsibility and depen-
dence. They believe that these programs, by discouraging
work and savings, are actually harmful to those whom they
are designed to help. Partly in response to such criticisms,
government expenditures on social welfare leveled off after
a peak in 1976, have subsequently been cut back, and face
further cuts.

Social welfare spending has its supporters as well. They
advocate maintaining the programs to bolster national soli-
darity and well-being and to guarantee minimum levels of
basic goods and services. Many even propose expanding the
benefits already in place, and argue for new programs, such
as those to provide jobs or day care. The debate on social
welfare spending goes beyond economics and poses the
basic moral question, What sort of society do we want?

A new Institute monograph, Social Welfare Spending:
Accounting for Changes from 1950 to 1978, serves to
inform this debate. In it, Robert J. Lampman provides a
social accounting framework which permits the appropriate
questions to be asked, if not answered. Lampman main-
tains that we must look not only at what government spends
for social welfare, but at the total spent for this broad pur-
pose —by government; by private employers, who provide
pensions and health insurance for employees and their
families; by private philanthropic organizations, which
transfer funds from one family to another; and by families,
who give money and services directly to relatives. All these
systems accomplish the same ends, and the optimum size of
government expenditures depends on the amount trans-
ferred by other means. Lampman examines how the money
is spent, who receives the benefits, who pays for them,
whether they accomplish the goals envisioned by their pro-
ponents, and what costs they entail. But first of all he defines
and describes total social welfare spending.

Secondary consumer income

According to Lampman, spending to help others is univer-
sal. “Every society devises ways to share the income main-
tenance needs of the aged, disabled, and members of bro-
ken families, and at the same time, to spread the burden of
teaching the young and healing the sick.” Whether it results
from extending family love to a larger kinship group, or
from a fear of what may happen if assistance is not pro-



vided, some system of income redistribution always exists.
“Transfers” are one-way transactions by which the recipient
gains something while the donor (either voluntarily or
involuntarily) gives up something. They are flows that
modify the primary distribution of income, which arises out
of market activities. Though all social welfare expenditures
are transfers, not all transfers are for social welfare. The
government gives away money for a number of reasons,
among them to stimulate productivity and to regulate mar-
kets. It is only those transfers which replace or supplement
family earnings that are classified by Lampman as social
welfare expenditures. He gives those transfers the name
“secondary consumer income” (SCI).

This income is by definition secondary —it comes to the
recipient as a gift or without a reciprocal exchange of goods
or services in the current period. The word “consumer”
highlights the distinction between benefits which enhance
consumptionin the family and those which serve to enhance
production in the business sector. It also distinguishes trans-
fers to selected families from benefits which flow to all
members of society in the form of “public goods” (such as
national defense and law and order). “Income” measures
the flow of cash and services on an annual basis. A pension
is thus a benefit in the year it is received, even though it may
have been paid for at an earlier date. Lampman divides SCI
benefits into four major categories: (1) cash, (2) health care,
(3) education, and (4) food, housing, and welfare services.

Because there is no official, complete list of these expendi-
tures, Lampman constructs his own. Starting with the wel-
fare expenditures under public programs routinely listed by
the Social Security Administration, he makes modifica-
tions. He adds certain tax expenditures (or tax savings
under the individual income tax), which could be converted
into direct outlays for SCI, including personal exemptions
for children (a form of children’s allowance), the earned-
income tax credit (a family earnings supplement), and the
homeowner tax preference (a housing allowance).

To government benefits he adds those of private group
insurance or pension funds, philanthropic organizations
(such as churches, private schools, and charitable founda-
tions), and direct gifts of cash, food, and housing from one
family to another (most of which are transfers to divorced
spouses and to relatives, such as adult children or aged
parents). This, with some minor accounting adjustments, is
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the total secondary consumer income in the course of a year.
In 1950 it came to $50 billion; in 1978 it came to $598 billion.
It represents 17.2 percent and 27.6 percent of total income
in these years.

Who receives SCI

Secondary consumer income is distributed widely. In 1977
close to half the nation’s population received at least one
cash benefit. At least 25 million received a retirement bene-
fit, at least 5 million had a disability benefit, at least 11 mil-
lion had a benefit for the loss of the family breadwinner, at
least 4 million had an unemployment benefit, and 37 million
had one of the other cash benefits. The cash benefit most
frequently received is the tax saving associated with the
exemption for children, which reached 34.2 million taxpay-
ers. Among households headed by a person 65 or older, 96
percent received a cash transfer from a government pro-
gram.

Certain kinds of personal income losses are more fully offset
than are others. Insurance against income loss associated
with old age and retirement now covers virtually all work-
ers, and close to one-half of the aggregate income loss of all
persons due to retirement is being offset by some benefit. In
contrast, only about one-quarter of the income loss due to
unemployment is presently offset, and the income loss
resulting from disability is the least offset. Cash benefits
accounted for 50.5 percent of SCI.

In 1978, education, both public and private, was received by
59.2 million students (over one-fourth of the population),
who accounted for 19 percent of the total SCI benefits.
Another 20 percent ($120 billion) went for health care.
Approximately 10 percent of SCI was spent for all other
goods and services, such as food, housing, and personal ser-
vices, including counseling, job training, adoption and fos-
ter care, child day care, and legal services. The leading pub-
lic program to subsidize housing was not public housing for
the poor, but the tax savings extended to owner-occupied
housing under the federal income tax. These tax savings go
chiefly to those in the upper half of the income distribution.
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Figure 1shows how the SCI benefits were distributed in 1978
between the poor and the nonpoor and between the aged
and the nonaged. If all SCI benefits were distributed equally
among all persons, each U.S, citizen would receive $2730 in
a year. The profound bias of the system in favor of the aged
is obvious. The aged poor receive $5607 per person; the
aged nonpoor receive $12,167 per person. The system
favors the rich among the aged and the poor among the
nonaged. Whereas benefits for the nonaged are directed
toward the poor, the aged receive benefits (such as retire-
ment) that are geared to their economic status as earners
and they have been singled out for benefits by recent legisla-
tion (see Focus 6:2).

The 20 percent of the population who were poor before
receiving any transfers received about one-third of all SCI
benefits. The poor group’s share of cash benefits was 41 per-
cent; of education benefits only 17 percent; of health care
benefits 32 percent, and of food, housing, and other welfare
services, 30 percent.

During the 28-year span from 1950 to 1978, SCI benefits
were directed more and more to three specific categories of
the population. As mentioned earlier, the aged were

favored. The proportion of GNP going to them rose from
3.8 percent to 10.5 percent. The proportions going to the
disabled and single-parent families also rose substantially,
but the proportion going to all others virtually stood still: it
was 11.9 percent of GNP in 1950 and 12.1 percent in 1978.

Who pays for the SCI system

Taxes pay two-thirds of the bill for SCI; wage diversions
(amounts which otherwise would be paid as wages, and are
instead diverted to fringe benefits such as insurance) pay for
17 percent; interfamily contributions pay for 14 percent;
and philanthropy pays for 2 percent. According to Lamp-
man, the burden of funding the SCI system is regressive:
that means that those with low incomes in any one year pay
a larger share of their incomes in SCI taxes and contribu-
tions than do those with higher incomes. Out of a total of
$598 billion in taxes and contributions in 1978, $122 billion
were paid in a progressive fashion (from federal taxes), $238
billion were regressive (from payroll taxes and state taxes),
and the remainder was proportional (from wage diversions
for private pensions and health insurance, and local prop-
erty tax, interfamily giving, and philanthropy).

All persons

Nonpoor

Aged nonpoor Nonaged nonpoor
$12,167 $1,740

All persons

Poor
/ $4,534 \
Aged poor Nonaged poor
$5,607 $3,979
/ $2,730
Aged
/ $8,067 \
Aged poor Aged nonpoor

$5,607 $12,167

Nonaged
/ $2,073 \

Nonaged poor Nonaged nonpoor
$3,979 $1,740

Figure 1. Secondary consumer income benefits per person, by pretransfer poverty status and by age, 1978.

The number of persons in each of the groups is as follows: All persons, 219 million; poor, 44 million; nonpoor, 175 million; aged, 24 million; nonaged, 195 mil-
lion; aged poor, 15 million; nonaged poor, 29 million; aged nonpoor, 9 million; nonaged nonpoor, 166 million.

Source: Lampman, Social Welfare Spending, Figure 3.1.
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The poorest 20 percent of the population paid about 6 per-
cent of the SCI taxes and contributions. The 24 million aged
persons received over one-third of all benefits and paid less
than one-tenth of the taxes and contributions. The non-
aged, nonpoor received the least benefits per capita but paid
90 percent of the SCI bill. The SCI system is therefore carry-
ing out two kinds of income redistribution: one from the
nonaged nonpoor to the poor, and the other from the non-
aged nonpoor to the aged nonpoor.

Benefits and costs of growth in SCI

In order to assess what the expansion of SCI accomplished
in the period between 1950 and 1978, Lampman lists the
benefits and costs commonly attributed to the growth of
SCI, and compares what they are today with what they
would have been, had we been spending the same propor-
tion of GNP on secondary consumer income as we were in
1950.

Benefits

The goals that have been advanced by proponents of the
system are the following:

1. Reducing income insecurity. Social security, disability
and unemployment insurance, and private pensions have
been directed toward this goal.

2. Reducing insecurity with respect to irregular and extra-
ordinary expenditures. Education and medical care are the
two leading categories of expenditures related to this goal.

3. Reducing income poverty. Some redistribution has been
directed at reducing the number of people whose income,
measured both in cash and in kind, is below a determined
“poverty line” and reducing the poverty gap (the size of the
shortfall between income and the poverty line for all poor
people).

4. Sharing private contributions and tax burdens fairly.

5. Reducing income inequalities among groups, such as the
aged and nonaged, blacks and whites, and intact and bro-
ken families, and reducing inequality between the rich and
the poor. ‘

6. Contributing to economic growth and stability. Educa-
tion, better nutrition, health care, and improved housing
are thought to increase the nation’s stock of human capital.
Stability is supposed to result from using the federal budget
as a countercyclical tool: spending in a recession, building a
surplus during prosperous times.

7. Improving the social and political environment. Less-
ened inequality of opportunity and greater security are said
to reduce social tensions and hostilities and to redistribute
certain freedoms.

Not only is there dispute over the extent to which these goals
have been achieved, there is argument over whether they are
appropriate goals in the first place. Some of these goals are
in conflict with one another. For each putative goal, Lamp-
man musters the arguments on both sides and weighs what
evidence there is. And while he provides enough material to
enable his reader to make evaluations, he does not back
away from making his own assessments:

We have moved from a less to a more insured world. A
child born today has greater assurance than did his
grandparent against the risks of income loss at each stage
of life. He can also count on improved access to such key
services as education and health care.

He further argues that income poverty has been reduced
somewhat, because the share of SCI benefits going to the
poor rose from 28 percent in 1950 to 33 percent in 1978,
while the percentage of the total population in pretransfer
poverty fell slightly during the same period. As for the rest
of the goals, he is not so sure (see Table 1).

Costs

As he does for benefits, so Lampman does for costs. The
actual amount of SCI cash benefits is not a social cost, since
it is simply a transfer of money income from one group of
households to another. The costs are assumed to be the fol-
lowing:

1. The resources used for collection and compliance, and
for administering programs.

2. The shifting of potential productive labor into non-
market activities such as going to school, home production,
and leisure.

3. The loss of productivity per hour at work.

4. Reallocation of resources to the provision of additional
health care, education, and other SCI goods and services.

Lampman attaches numbers to these costs, a task that
requires exploring unknown corners of economic theory
and dealing with many unanswered questions. Take the cost
of the loss of productivity per hour at work. Although the
benefit of education is thought to greatly enhance produc-
tivity, it has been argued, on the other side of the coin, that
SCI contributes to a fall in productivity because there is less
capital formation, which results in less capital per worker.
The reason given for less capital formation is that workers
with social insurance have less need to save for a rainy day
and less money to save, since they pay higher taxes, and
therefore personal savings decrease. But people save for
many reasons, of which economic security is but one. And
in fact econometricians have as yet failed to agree on what
effects social security has had on savings. What is known is
that private pension plans have produced savings in the
form of huge financial reserves ($212.6 billion in 1975). This
leads Lampman to conclude: “Personal savings might have
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Table 1

Social Benefits and Social Costs in 1978 Attributable to
Changes in SCI, 1950-78

Item

Added Benefit

Added Cost

Nonquantifiable items

1. Reduction of insecurity with
respect to income loss

2. Reduction of insecurity with
respect to irregular and extraor-
dinary expenditure

3. Reduction of income
poverty

4. Fair sharing of SCI taxes
and contributions

5. Reduction of income ine-
quality

6. Improvement of the social
and political environment

7. Total of nonquantifiable
benefits (items 1-6)

Quantifiable items

8. Production increases due to
improved education, health, and
economic security of the work
force

9. Production increases from
more effective automatic
stabilization

10. Collection, compliance, and
administrative costs

11. Loss of GNP due to reduc-
tion of hours at work, adjusted
for positive value of extra non-
marketed time

12. Loss of GNP due to reduc-
tion of productivity per hour at
work from less capital per worker

13. Reallocation of resources to
selected goods, adjusted for
positive consumer valuation of
selected goods

Summary items

14. Quantifiable benefits (items
8 and 9) and quantifiable costs
(items 10-13)

15. Total of nonquantifiable and
quantifiable benefits (items 7-9)
and total costs (items 10-13)

+ or -

4% of GNP

4% of GNP

4% + 7 of GNP

1% of GNP

2% of GNP

2% of GNP

5% of GNP

5% of GNP

Source: Lampman, Social Welfare Spending, Table 5.9.
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been greater if taxes and social security had not risen, but
they might have been smaller if private pensions had grown
less.”

Lampman’s assessment of the social benefits and costs
attributable to the 1950-78 changes in SCI is given in Table
1. He finds that the growth in GNP owing to more educa-
tion, which increases productivity per hour of work, almost
offsets all the social costs of the system,

To get a strong positive benefit-to-cost ratio, one has to
believe that the six nonquantifiable social benefits are
sufficiently valuable to more than offset the remaining
one percentage point of net quantifiable social costs
shown in item 14. I, for one, have no trouble in believing
that the reductions in insecurity and in income poverty
(items 1, 2, and 3) are sufficiently valuable to do that.
However, the main point of this exercise is to move you,
the reader, to make your own benefit-cost calculation
and to come to your own conclusions about whether the
nation as a whole is better or worse off as a result of the
great rise in SCI which occurred in the last three decades

(p. 145).

Future directions

By putting the issues in historical perspective, Lampman
shows us how our past choices led to our present social wel-
fare system. By comparing our system with those used in
other Western countries and examining the many changing
factors (demographic and economic) that determine the
need for interfamily transfers, he gives intimations of what
the future may hold for us. The choices are ours to make. ll

New project
(continued from p. 12)

The concept of horizontal inequity will be analyzed by
Robert Plotnick, University of Washington, who will com-
pare five different measures of inequity as well as various
measures of well-being.

Several studies will explore the relationship between trends
in poverty and government policy. David Betson, Notre
Dame University, and Jacques van der Gaag, the World
Bank, will study how the design of an income transfer deter-
mines the behavior of the recipient. This work will test the
labor supply and equity effects of alternative sets of guaran-
tees and tax rates in the AFDC program. Edgar Olsen will
examine the overall effects of government intervention in
elementary and secondary education—by far the largest
program of in-kind subsidies in the United States. Is it an
efficient means of providing education? To what extent is it
redistributive? And Michael Sosin will explore the advan-
tages of delegating to the private social welfare agencies the
task of providing emergency assistance. His study will pro-
vide information concerning the contribution of social wel-
fare agencies in the private sector to economic well-being, ll
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