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ABSTRACT

This paper reviews the nature, dimensions, and causes of rural-
poverty. We also discuss potentially effectiye remedies for these '
problems—-more effective manpower training and rural labor mobility
programs and welfare reform. The paper suggests that poverty remains
quite prevalent in rural areas, especially in the rural South;'because
of the relatiVely low welfare benefits and the lack of success in rural
manpower training in these areas. While the rate of poverty has
declined significantly in rural America over the past twenty years, it
still exceeds the poverty rate in urban America~-by more than 40
percent once in-kind transfers are counted as income. To the extent
to which rural poverty has declined, and continues to decline due to
the outmigration of younger, more productive people, the remaining
rural poverty which is observed will prove-incfeasingly difficult to

i remedy.



1. INTRODUCTION

Just over a decade ago, the President's National Advisory Commission

on Rural Poverty (1967) published its report, The People Left Behind. At

that time fully one-half of all poor Americans lived in nonmetropolitan
areas, while only one-third of the total population (poor and nonpoor)

lived in such places. By 1977--the latest year for which data is available—-—

the percentage of the poor in nonmetropolitaﬁ areas had decreased to 40 percent

while the proportion of all Americans living din rural areas remained at about
one~third., Between 1959 and 1977 the nonmetropolitan poverty rate dropped
58 percent (from 33.2 percent to 13.9 percent) as compared to only a
32 percent decline in metropolitan poverty rates (see Table 1).

Such signs of progress against rural poverty must be tempered by other
less encouraging observations, however, The poverty rate in nonmetropolitan
America (13.9 percent) is still one-third higher than the poverty rate

in metropolitan areas (10.4 percent), while the poverty income gap (the

'difference between income and the poverty threshold) is greater for the

nonmetropolitan poor than for the metropolitan poor. Moreover, the large
decline in poverty in nonmetropolitan areas (and in contrast the less rapid
decline in central-city poverty) over this period was in large part due to
the migration of poor families to larger cities in search of better jobs——
not a widespread economic growth in the poverty pockets of rural America,
The dispersdon of the rural population suggests that nonmetropolitan poverty
is much more diverse and heterogenous than metropolitan poverty, which is
primarily found in the ghettos of large central cities., However, nonmetro=:

politan poverty also has its areas of concentration. A full 60 percent of




Table 1

Number and Percentage of Persons Below the Poverty Leyel by Place of Residence, 1959-1977

In Central

. ‘ . Non- Living
Year All Persons Metropolitan metropolitan Cities on Farm§
1959 38,87(22.0)% 17.02(15,.3) 21,75(33.2) 10.44(18.35b 7.4(45.0)b
1967 27.77(14.2). 13,83(10.9) 13.94(20,2) 8;65(15.0) 2,71(25.9)
1969 '24;15(12.0).v‘ 13.08( 9.5). 11.06(17.9) 7.99(12.,7) 2.00(20.7)
1971 25.56(12.,2) 14,45(10.4%) 11.00(17.2) - 8.91(14,2) 2,07(20.9)
1973 . 22,97(11.1) . 13.76( 9.7) 9.21(14.0) 8.51(14.0) 1.28(13.4)
1974 23.37(11.2) 13.85( 9.7) 9.52(14.2) 8.37(13.7) 1.46(16.2)
1975 25.88(12.3) 15.34(10.8) 10.53(15.4) 9.09(15,0) 1.32(16.4)
1976 24.98(11.8) 15.23(10.7) 9.75(14,0) 9,48(15.8) 1;26(15.9)
1977 24,72(11.6) 14.86(10.4) -9,86(13.9) 9.20(15.4) 1.34(17.1)
"~ Percentage
Change: B ‘
1959-1977 -47.3 ~32.0’ 758;1' 515.8“ : -62.0

Source: U.S. Bureau of the Census, Current Population Reports, P-60, #98; #115; and #119; all, Table 3.
aNumbers are in millions, percentages in parentheses.

bA.uthor's estimate based on unpublished census data.




all nonmetropolitan poor still reside in the South, mainly in the Mississippi
Delta, along the Southeastern Coastal”Plain, in Appalachia, and on the
Ozark Plateau. Relatively new pockets.of pover£y,‘m;inly consistiné of Chicanos,
are appeéring in southern Texas and New México (Tienda, 1979).. Mbréover;'éinceﬁrﬂ
1973 there has been no overall progress against poverty in America--as the
official poverty figures in Table 1 suggest.
Going beyond a descriptive picture of rural poverty to an analysis of
its causes (and cures) is a somewhat more difficult task. Recent shifts
in regional economic development patterns—--the 'Snowbelt/Sunbelt'" phenomena-—-
and net migration from metropolitan areas to nonmetropolitan places (Beale,
1975, 1976; Clawson, 1976; Martin, 1977) make it hazardous to summarize the
current state of knowledge regarding rural poverty, much less to predict
future patterns of poverty in rufal areas.
However, despite the heterogeneity and diversity:6f ongoing trends
in rural areas, several facts stand out:
1. The recent migration from metropolitan to nonmetropolitan areas
has had little effect so far on the broad typolégy of rural
poverty in the United States. In particular, it has had little
effect on the low incomes and the high incidence of poverty in
;he rural South., Based on an income concept which includes the
effects of in-kind transfers on poverty, the poverty rate in rural

America is still more than '20% higher than in central-city areas—-—

the place where the poverty conditions are supposedly the worst.
2., As educational attainment among younger rural residents
approaches that of metropolitan residents, these more mobile

rural people (particularly in the South) are moving to areas




where economic growth has made jobs available (Zuiches and

Brown, 1978; U.S. Department of Agriculture, 1975). However,

underemployment énd low wages, particularly among middle age

and older residents in depressed rural areas, are still persistént

problems which call for inmovative public policies. So far,

there have been few successful strategies. In particular, recent

manpower policy efforts (e.g., the CETA program) have had little

effect on rural labor markets and rural poverty.
3. Welfare reform of the type recently suggested by the Carter

administration would enormously and undeniébly&%énéfittthe

rural areas of the country, particularly the rural South.

However, powerful political forces and antigovernment feeling do

not leave much hope for passage of such legislation at this time.
The remaining sections of this paper will examine evidence to support these
conclusions by reviewing the conditions and problems of poverty, manpower
programs, and welfare systems in rural areas. In section 2 the descriptive
characteristics of poverty are identified according to the typology of
rural areas., A simple framework for understanding the underlying factors
of low income and its resultant attributes is présented in the next section
of the paper. This framework serves as an outline for the remaining two sections
of the paper: section 4 on poverty and its relationship to human resources
(human capital, labor mobility, and other labor market problems of rural

low-wage earners), and section 5 on the current welfare system and welfare

reform,




Several socioeconomic issues that indirectly affect rural poverty
are not included within the scope of this discussion. Deavers (1978,
ps 1) has described "rural development'" as the existence of viable
opportunities for a large majority of individuals to choose among a wide
range of decent opportunities to live and work in rural (or urban) areas.
The following discussion omits the direct and traditional concept of
rural development as it relates to the regional nonmetropolitan_industriai
infrastructure-~the demand side of rural labor markets.2 Insteéd, the
emphasis will be on how rural development relates to labor mobility and
human resources-—the supply sidé of the rural job market. In order td
develop some general perspectives on the relevant rural poverty literature,
a detailed examination of all of the demographic features of rural vs. urban
poverty will not be attempted.3 Finally, the poverty status of specific
rural groups, e.g., American Indians and several Hispanic minorities

(Mexican-Americans, Puerto Ricans, Cubans) will not be reviewed.

2. THE TYPOLOGY OF POVERTY IN RURAL AND NONMETROPOLITAN AREAS

This section describes the level and trend in rural poverty aécording
to the typology of rural areas. This typology is divided into fivezgroups:
regional context, size of community, rate of population change, structure
‘of settlement pattetns (conceﬁtréted or dispersed); and degree of urbaﬁ‘écééégv
(influence). Dependgﬂg'on‘the question to be asked, or for our purposeé
depending on the typological aspect of interest, different definitions of
rural are appropriate. While we will try to arrive at the correct concept

of rural for each of the typological aspects of rural areas, unless otherwise




specified, the terms rural (urban) and nonmetropolitan (metropolitan) will
be used interchangeably.4

Although poverty has several dimensions and definitions (Davis, 1977;
Deavers, 1978; Tweeten and Brinkman, 1976; Howes and Markhusen, 1979), the
poverty data preseﬁted here focuses on only one ofvthese dimensions: "
"income inadequacy. We would argue, however, that income inadequacy is
probably the most important determinant of poverty. Other dimensions of
poverty, such as inadequate assets, lack of social mobility, low.socio-
economic status, and lack of political power, are highly correlated with
inadequate incomes. In addition, individual low income. is typically
accompanied by poor housing, inadequate nutrition, and poor health, while
concentfations of low-income people (i.e.,, in the rural South) create
communities in which basic public services (education, -sanitation, police,
fire, utilities) are poor or.nonexistent (Coelen and Fox, 1979). It seems
reasonable to argue that patterns of income poverty and low incomes

generally serve as proxies for all of the other dimensions of poverty.

Poverty Under Three Definitions of Income

As a preface to.the typological analysis of poverty presented below and
in contrast to the ofﬁicial Census poverty estimates on which this typological
analysis is generally based, we first examine nonmetropolitan poverty under
three different definitions of income: official income, pretransfer income;
and final or adjusted income. We will show that depending on those
receipts which are counted as income, very different pictures of rural vs.

urban poverty emerge.




The inadequacies of the Census Bureau's poverty statistics are by now
widely known (Smeeding, 1977; Congressional Budget Office, 1977). The

official income measure used by the Census includes only cash income——

earnings, property income, and transfers--gross of direct federal taxes.
Since the official Census poverty line5 is a consumption needs standard,
income must be adjusted to reflect ability to meet the given consumption
floor. Therefore, both direct federal income taxés and Social Security

payroll taxes need be subtracted from income. Moreover, Census income

v

figures are derived from Current Population Survey (CPS) data which is on

average substantially underreported. For instance, in any one year only
about 757 of the cash public assistance actually received is reported in

the CPS. Most importantly, Census poverty data completely ignores the
antipoverty effect of in-kind transfers in the form of food, housing, and =
medical care, While these transfers are less valuable to most recipients
than equal amounts of cash income, they should in some way be accounted

for., Clearly they add to the economic well-being of recipients and subs
stitute for out<of-pocket expenses. Given the rapid growth of in-kind
transfer programs in recent. years, this is a sgrious omission. In-kind
transfers from Medicare, Medicaid, and Food Stamps totalled $48.5 billion

in 1977; while cash public assistance benefits, Aid to Families with
Dependent Children (AFDC), Supplemental Security Income (SSI), and General
Assistance were only $17.9 billion in this same year (Danziger et al., 1979).
We include in-kind transfers based on an estimate of their cash equivalent |
(ce) value to recipient households. This ce is equal to the amount of
cash income which would leave the recipient family equally as well off as

the in~kind subsidy (Smeeding, 1977). By adjusting the data for income




underrepofting, federal income and payroll tax liability, and.in-kind
transfers, we arrive at an adjusted or final income measure. On this
basis the poverty count declines by a subs;antial amount, particularly in
metropolitan areas and central cities whére the recipiency and generosity
of infkind benefits is highest (Tables Al and A3). In 1974, these
adjustments reduced the official poverty count by 36,6 percent in
central cities vs. only 24.0 percent in nonmetropolitan areas. Given the
relatively low levels of transfer benefits and widespread racial
discrimination in the rural South, the differential effect of in-kind
transfers is especially pronounced for nonwhites, reducing central-city
nonwhite poverty by more than twice as ﬁuch-(42.3 percent) as rural
nonwhite poverty (20.8-percent).

A third approach is to consider the poverty position of families

based on pretransfer income {or factor income) only, i.e., before receiving

any transfers, Since larger numbers of rural persons are "working poor}"
the percentage of all poor pretransfer pepéoné who live in nonmetropolitan
areas is considerably less than when poverty is measured on the basis of
either official or adjusted income (Table A2). Once more, this effect is
most pronounced for nonwhites. While our latest data is for 1974, un-
published Congressional Budget Office data for 1976 using a similar
adjusted income measure, shows an even more pronounced pro-urban bias

in the antipoverty effect of the current income transfer system. Thus,
while these data adjustments sharply reduce the incidence of poverty
regardless of residence, their effect is most pronounced in metropolitan

areas, an issue which is discussed more fully in section 5.




Regional Poverty

Regional poverty patterns are of interest due to the widely divergent
locational and racial dimensions of poverty in each area of the country
(see Table A3). The nonmetropolitan South holds more than 61 percent of
all rural poor and nearly oné of every four poor persons in the country
as a whole. Within the South, the incidence of rural poverty in 1974
was highest (24.1 percent) in the West South Central (WSC) division which
includes the states of Arkansas, Oklahoma, Louisiana, and Texas. Nonmetro-
politan poverty incidence in the rest of the South is not much lo&er. For
instance, in 1968, poverty incidence in the East South Central (ESC) region
(including Mississippi, Alabama, Kentucky, and Tennéssee) was the highest =
in the country. Official poverty figures reveal that almost one in three
rural persons were poor in that region in 1968, Together, the eight‘states
in tﬁe WSC an& ESC encompassing the OZark Plateau and the Mississippi Delta
ttraditionally two of the poorest areas of the country) contain almost
40 percent of all poor rural persons. In 1975, only three non—Southern‘
states (Arizona, New Mexico, Missouri) had rural poverty incidence rates.
exceeding 15 percent, while all Southern states (excluding the border
states of Delaware and Maryland) had in excess of 15 percent of their
rural population in poverfy (U.S. Bureau of the Census, 1979; Hoppe, 1979).

While these general characteristics of regional poverty hold under all

‘three income concepts, they are most pronounced when we use the adjuste& or
final income figures (Table A3, C.). After taking in-kind transfers and
other adjustments into consideration, in 1974,the incidence of rural
poverty in the West South Central region (18.3 percent) was more than twice
the national average (7.8 percent) and almost 75 percent above the overall

nonmetropolitan poverty rate,
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These regional patterns of poverty have a clear racial dimension
as well, About three of every five poor nonwhites live in the South——
more than half of these in nonmetropalitan areas, Almost three quarters
of the remaining black poor live in the central cities of the North East
and the North Central regions of the country. The northern ghettos in
conjunction with the rural South, virtually exhaust the geographic

locations of nonwhite poverty in the U.S, today.

Size of Community and Degree of Urban Influence

The size of a community and its proximity and accessibility to urban
job centers exerts a significant force on the spatial pattern of rural
poverty. In general, the smaller and more remote the rural place, the
less the opportunity to find a good job (National Rural Center, 1978).

And, where commuting and job search costs are excessive, underemployment,
low wages, and working poor families can be found (Berry, 1970). TFurther,
due to the isolation of these areas, public assistance,benefits, supportive
social services, and other transfers, including food and medical transfers,
are also in short supply due to the high transportation costs necessary to
file for or to provide benefits. The poverty rate in nonmetropolitan
counties without a community of 2,500 or more is substantially above that
which is found in rural counties with a town of 25,000 or more (Table A4).
This pattern holds especddlly true for the working poor: Of all poor

family heads who worked full year in 1976, the poverty rate in the most
sparsely populated rural areas was twice that which was found in those rural
areas with the largest towns (U.S. Department of Agriculture, 1979). Further-
more, over 67 percent of all rural poor families had at least one earner in

1975; compared to only 48 percent of all poor urban families (National
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Rural Center, 1978:59). 1In fact, overall poverty rates for the working poor
in all nonmetropolitan areas are 25 to 75 percent greater than similar

families in metropolitan areas., The overrepresentation of the working poor

in rural areas vs. urban areas is possibly the result of the movement of .

low skill-low wage manufacturing enterprises (e.g., textiles, shoes) to
nonmetropolitan areas (particularly in the South) in order to take

advantage of low labor costs (declining farm labor demand, underemployed
female labor force, cheap land, etc.) as is suggested by Beale (1976, p. 955),
and Roy and Bordelon (1974, p. 82).

Despite the fact that smaller nommetropolitan areas have the highest
rate of.poverty incidence in 1969 and 1976, they have also shown the
greatest percentage decline in that rate over this period. 'One possible
reason for this decrease is the migration of younger, better-educated, low-.
income families to more urbanized areas, This seems particularly true for
younger nonwhites who continued to migrate on a net basis to urban areas in
the 1970s, where they were at a lesser income disadvantage to whites (Brown,
1978), despite the revefsal of this rural to urban migration trend for the
population as a whole (Zuiches and Brown, 1978:66). However, there
are still more‘than 1.4 million poor people in small nonmetropolitan
places (Table A4) and anotherﬂ6.l million in nommetropolitan counties with

at least one town with a population between 2,500 and 24,999.

Structure of 'Settlement Patterns

The structure or compactness of settlement patterns is an important
geographic aspect of rural poverty. If the rural poor are widely .

dispersed across large geographic areas, it will be more difficult to
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effectively implement all types of antipovérty policies, particularly
manpower programs, industrial location subsidies, and health care

programs. On the other hand, to the extent to which the poor are

clustered in fairly compact areas, such policies are more likely to

succeed. The U.S; Bureau of the Census (1979) publishes data on the

poor for various size nonmetropolitan places according to the proportion

Qf the poor living in "poverty areas' which are defined as "nonmetropolitan
civil divisions (townships, districts, etc.) in which at least 20 percent

or more of the population was poor in 1969 (klein, 197_5)."ll These

poverty areas are disproportionately (60 percent) located in nonmetropolitan
areas. They contain poor families which are mainly white (63 percent in
1973), older, and less likely to be female-headed than the poor in
metropolitan poverty areas. There is a clear regional dimension to

poverty areas as well. In the South over 75 percent of all rural poor

live in poverty areas, vs. 38 percent in the West and smaller percentages

in other areas (Hoppe, 1979). Table A5 points to the extent to which

the poor are clustered in various metropolitan and rural places. The
smaller the rural place the greater the concentration of the poor in |
poverty areas. Over two-thirds of all nonwhite poor live in poverty

areas, while seven of every eight poor rural nonwhites in isolated places
(less than 2,500) li&e in poverty areas. However, the-relevance of these
statistics for poverty policy remains to Be seeh. Poverty areas are places
with at least 20% poverty rates in 1969. But the average poverty rates for .
rural nonwhites was 52.6% in 1969. In other words, virtually all fu?al areas

which had high proportions of nonwhite residents were also povertyAareas in
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1969. 1In fact, 36.8% of all rural places are classified as poverty areas.

While several well-defined and fairly compact @ockets of rural poverty

exist in various parts of the country56 there‘are still 16,776 rural
poverty areas in the United States. Such a large number of poor areas
would seem to negate the usefulhess of using poverty area data to
"target" funds for rural development.7 However, large clusters of
adjoining rural poverty areas, such as those in the rural South, might
be useful geographic guides for antipoverty policy (see map in Beale

and Brown, 1979).

Rate of Population Growth

According to many observers (Clawson, 1976; Beale, 1976, 1979;
Deavers, 1978), the sudden recent increase in migration to rural areas
(especially smaller rural areas) and the resultant widespread and sub-
stantial growth of the rural population héralds a new "rural renaissance."
The following interrelated demographic and economic trends have been
noted:

1. Ever increasing numbers of retirees are moving to "Sumbelt" and
and other retirement comﬁunities which offer attractions such
as scenery, water recreation, and pleasant climate. Many of
these communities are in nonmefropolitan areas. Beéause of
their "portable inéomes" (pensions, annuities, Social Security)
and low labor supply, these retirees provide a stable and
dependable income base for the area to which they emigrate.

In theory, this income injection should produce multiplier

effects creating jobs and higher incomes in these rural areas.
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However, retirees are still only 10 percent of total net
migration to rural areas.
2. The South has in recent years achieved unprecedented rates
of economic growth. In particular, the energy and defense
industries of the South have grown substantially ower the
last decade. Along with them, Southern metropolitan areas
have rapidly expanded. While a large part of this growth is
due to net migration of residents from other areas of the
country, strong pull effects are exerted on the mobile
population in nearby rural Southern counties, many of which
are quite poor (Engeéls and Healy, 1979).
3. The net migration of the poor from the rural South to other
areas of the country in search of jobs has been reversed
(Long, 1978). Recent data (U.S. Bureau of the Census, 1978,
P. 7) indicates that mobile black nonmetropolitan residents
in the South—-those who are younger and better educated—-
are migrating to metropolitan areas in the South in search
of jobsﬁv |
While these population developments would seem to translate into
rapidly declining poverty levels, particularly in the rural South, many
resea;chers (e.g., Engels and Healy, 1979), the authors included, remain
skeptical for several reasons. First, a full 28 pefdent of the growth
in "nonmetropolitan areas" between 1970 and 1975 took place in counties

which, by 1975, had been redesignated as metropolitan (Zuiches and Brown,
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1978, p. 65). Hence, a good deal of nonmetropolitan 'resurgence" is
really only "metro spillover'--the outward expansion of metropolitan
suburban areas due to greater accessibility (Morrison, 1979). 1In
addition, between 1970 and 1976, only the largest SMSAs (those with cities
of greater than three million population) actually lost population., In
fact, SMSAs of less than 2 million grew faster than nonmetropolitan areas
in percentage terms, and by twice as much in terms of the total number

of net inmigrants (Engels and Healy, 1979, p. 17).8 While a majority

of people express a desire to live in nonmetropolitan vs. metr0politan areas
{Zuiches and Fuguitt, 1976), they‘may be constrained by several factors.
In‘particular, the continuing energy crisis and the.growtﬁ'of two—earner
joint location problems for'highly educated husband-wife houéeholds argue
against future rapid growth of rural areas. Hence the "rural renaissance'
and its effects on rural poverty may be suspect. Let us pursue this
dichotomy by examining the effect of the three trends noted above on rural
poverty.

Due to increasing private and public pensions, and income tax changes
on taxation of capital gains from the sale of homes for those over 55, the:
‘tendency for the elderly to migrate may be expected to continue on.into the
1980s. However, the retirement effect cited above has had little :impact on
poverty in rural areas so far. The most rapidly growing states in the country =
are the retirement sfates of Arizona and Florida (and also the Mountain
states, Nevada, Colorado, Utah, etc.). In neither of these two retirement
states has the decline in the overall poverty rate from 1969 to 1975

equalled that of the U,S. as a whole, 1In fact, the total number of poor
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persons in Arizona and Florida increased by 19 and 13 percent respectively
from 1969 to 1975, Moreover, considering both elderly and nonelderly
population growth, none of the ten fastest growing states in the U.S. have
substantial numbers of rural poor, Taking all of the ten fagtest growing
states together,9 we have only 920,000 of the rural poor--less than

10 percent of the total.

Looking at regional migration patterns, the South appears to have
benefitted greatly. The Southern region achieved the greatest overall
reduction in poverty between 1969 and 1975, with the numBer of poor falling
by 16 percent vs. 13 percent nationally. The net change in population for
the Southern states from 1969 to 1975 (8.3 percent), while not as high as
the top ten states, was still far above the average U.S. rate of population

change (4.8 percent) for this same period. Yet the majority of this growth

was due to younger nonpoor immigrants to Southern metropolitan areas. In

contrast, Southern nonmetropolitan areas grew due to natural population

increase and lesser. outmigration (Engels and Healy, 1979), not due to
inmigrationsper se. To many, such a growth pattern in the rural South
would seem to signify stagnation more than resurgence. In fact, (white)
retiree immigration to Florida and other Southern states has disguised
much of the substantial and persistent poverty among the indigenous

and largely black Southern aged populatioﬁ located in rural poverty
areas (Thomas, 1973). The migration of younger rural Southern families
to the urban South is not an encouraging development. If anything,
economically disad?antaged rural areas (e.g., Mississippi Delta) will

become even worse off and with them, the remaining older and more dis-

advantaged poor. It was mentioned earlier that between 1969 and 1975,
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the Southern region experienced the largest decline in overall poverty of
any region in the country. The South also had the smallest percentage
decline in aged poor, 27 percent vs. 42 percent nationally, over this
same period.

Despite some progress made against poverty in the rural South during
the past decade, poverty rates in Southern states remain intolerably
high (Table A6). Since 1959, the same 10 to 12 Southern stateslO have led
the nation in the percentége of residents—~total or rural only--who are
poor. The poor in these same states are heavily, over 60 percent, rural.
Perhaps the extreme impoverishment of the rural South can best be brought.
out by the following oBservatién by Deavers,;"fhere are in the U.S. (as of
1975) 255 nonmetro counties which have been in the lowest per capita income
quintile of all nonmetro counties for 25 years; 237 of these are in the
South (1978, p. 5)."

A coﬁparison of the poorest states at different poverty levels further
reinforces these observations (U.S. Bureau of the Census, 1979a, p. 21).
Many researchers (Fuchs, 1972; Piven and Cloward, 1972) have argued for |
relative poverty standards which reflect the econoﬁic status of low-income
families relative to the incomes of the rest of the population. Most often,
these researchers refer to a poverty line of one-half median family income
(MFI) as a reasonable poverty cutoff. The official poverty line for a
family of four was $5470 in 1975, One-half MFI was $6860--just about 25
percent larger. If we were to adopt a relative poverty standard for 1975,
and to adjust for family size, we would end up with a poverty estimate very
close to the alternative poverty level data for persons living below

125 percent of the official Census poverty line. As one might expect, all
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but one of the ten poorest states on this basis are again Southern states
with large, impoverished rural populations. While relative and absolute
poverty levels produce different-numbers of poor people, both poverty
perspectives point to the rural South as the area where poverty remains

11
most prevalent and intractable,

Conelusion

. This typological analysis has pinpointed several persistent and
important regional differences in rural poverty., While progress
against rural poverty is being made, rural poverty levels, particularly
in the South, remain intolerably high. The eight states in the WSC and
ESC regions of the country contain 40 percent of all rural poor, but =
only 22,5 percent of the entire rural populatioﬁ. Three quarters of
the rural Southern poor live in remote rural poverty areas, Many are
aged and/or disabled and in poor health, Rapid Sunbelt economic expansion
and the recent rural "renaissance" had little impact on economic well
being of these peeple.

While the specific sdlutions to these longstanding poverty problems

remain to Be found, the prime coﬁtributing factors—-lack of good jobs for
the younger poor and inadequate support from income transfers for the

older and disabled poor--will be considered in the following sections.

UNDERLYING FACTORS OF RURAL POVERTY AND LOW INCOME

While the existence of widespread rural poverty is clear and well-
documented, the basic causes are not., Poverty in the form of substandard

earnings is, of course, partly dependent on market determined forces,




19

In both urban and rural labor markets income is derived from market
determined returns on factor endowments of human and physical capital.
Since most rural nonfarm people have very little physical capital (other
than owner-occupied housing) they must rely on their human resources to
generate earned income, Earned income is dependent on several elements,
the most important of which include (a) the skills, knowledge, and exper—
ience of the worker (quantity and quality of human capital); (b) the
mobility of the worker, both physical (ability to migrate to or commute
to areas where decent jobs are found) and social (lack of racial and
sexual discrimination barriers); and (c) the nature of labor demand
(location, wage structure, skill requirements). '"Adequate" earnings
depend on the ability to effectively synthesize all three of these
elements, While we do not concentrate on the nature of labor demand
in rural areas (see Howes and Markusen, 1979), a major aspect of
chronic rural poverty is, and will most likely continue to be, the
lack of capacity to adjust to changing economic development patterns—-a
shortcoming that can be traced to labor immobility (Tweeten and Brinkman,
1976) and deficiencies in human capital attainment [(a) and (B) above].
Clearly, impoverished rural areas do not offer much in the way of decent
job opportunities. The industrial structure is usually based on a few
technologically obsolete and often declining industries--usually low-skill
manufaéturing industries. In order to increase earnings, the worker must
be able to migrate or commute to areas which offér higher wages and better
opportunities, This physical mobility is a necessary prerequisite to
escaping poverty although it alone is not sufficient. The capacity of"

individuals to adjust their situation also depends on their stock of
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human capital, Without the skills, knowledge, or experience required
for a good job, migration to an urban-industrial complex offers little
payoff, as the Southern migration to the Northern central cities in the
1960s demonstrated (Long, 1979). Finally, for minorities and many
female-headed, single-parent families, there are substantial racial

and sexual discrimination barriers to overcome. However, increased
earnings are not the only way, at least for a short period, to escape
poverty,

Under welfare state capitalism, inability to generate sufficient
factor income is often tempered by the availability of transfer
payments, - Social insurance transfer programs such as Social Security
(OASDHI) and Unemployment and Workers' Compensation are designed to
replace losses in earned income due to old age, disability, or in-
voluntary unemployment. These transfers are usually independent of
other nonlabor income of the earner. Unfortunately, many of the poor
do not qualify for adequate social insurance benefits due to poor
.work histories, and chronic illness or disability. In order to provide
for the needs of these people and others, public assistance programs =
are designed to put a floor under incomes by catching those who fall
through the cracks of the social insurance structure, TFor instance,
SSI benefits poor elderly, blind, and disableq people Who have too
little income (usually inadequate’OASDI) to escape poverty. A third
type of transfer, intendéd tdlmaintain and enhance human capital,
consists of education transfers; nutritional.frograms.(e.g., school

lunch program), and health care transfers (e.g., Medicaid).
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It is important to note that transfer programs only offer a permanent
solution for the chronic poverty of the aged, and the permanently and/or
totally disabled., For younger able-bodied persons who are poor, income
transfers are intended to provide only temporary aid until suitable jobs
can be found. Transfers alone are not the sdlution to the poverty problem

£6r these individuals.

RURAL POVERTY, HUMAN RESOURCES, AND EARNINGS

While a number of socioeconomic factors contribute to rural poverty,
many observers single out the inadequate level of human capital investment
in the rural labor force as either a basic symptom or a cause of poverty.
The human resource interpretation of rural poverty is based on the premise
that rural America has traditionally experienced a serious underinvestment
in human capital due to inferior schooling, lack of individual incentives
' for educational self-investment, and a disproportionately small sharé of
training funds via established manpower programs. The result, according
to Hansen (1970) and others, is a nonmetropolitan concentration of
underdeveloped and immobile human resources characterized by under-
employment, substandard wages, and below poverty level earnings for
rural households. A corollary of this "deficient' human resource
approach is the pronounced selectivity of rural outmigration by age aid
education levels (Engels and Healy, 1979).

Educational attainment categorized by elementary, high school, and
postcompulsory education is the standard, qualitative indicator of human

capital development.12 Available educational data for metropolitan and




Table 2

Median Education Levels (Years of Schooling) by

Region and Poverty Status

Area | Central-City Poor Non-Metro Poor National Poor
United States 9.4 8.4 9.2
New England 8.5 10.3 9.9
Mid Atlantic 9.3 9.5 9.7
East North Central 10.1 9.6 10.1
West North Central 10.5 10.1 10.2
South Atlantic 9.3 7.9 8.5
East South Central 8.6 7.6 7.9
West South.Central 8.7 7.5 7.9
Mountains 11.0 9.0 9.6
Pacific 9.7 9.6 10.2

Source: Authors' compilations from March 1975 CPS.




23

rural population show a pattern consistent with our earlier observations
that rural America contains a disproportionate share of the nation's
poverty population in contrast to its share of total population. Geographic
variation in median years of schooling measured by the Census Bureau for
1974 reveals lower edﬁcational le%eis é;a;ﬁﬁy implication, a less-developed
stock of human capital for the rural poor in comparison to urban and
national poverty populations. This disparity holds for every region with
the exception of the New England and Mid-Atlantic regions (Table 2).

Part of these differences reflect a comparative paucity of opportunities
(job alternatives) in rural areas. Martin (1977) points out that rural
wages tend to be lower than urban wages for the same job and skill levels.
Yet educational deficiencies per se are a serious rural problem. In 1974,
over 2 million rural adults-—8 percent of the rural adult population——had
less than 5 years of schooling and thus were considered to be functionally
illiterate., Nationally only 5.3 percent of adults are in this category
(Parham, 1978, p. 551).

A nationwide difference of one median year of schooling between urban
and rural poor conforms to differentials in educational attaiﬁment for
total metropolitan and nonmetropolitan populations during the current
decade (U.S. Bureau of the GCensus, 1978). 1In 1970, roughly 75 percent
of metropolitan reéidents (25 years and older) attained some postelementary
education in contrast to 65 percent of nonmetropdlitan residents, This
urban~rural difference narrowed siightly by 1977 with 83 percent of the
metro and 75 percent of the nonmetro populations respectively attaining

an elementary level of education., Moreover, a given level of education in

rural areas offers less protection from poverty status in contrast to
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metropolitan areas. Poverty incidence in 1975 (U.S. Bureau of the Census,
1979a) for metro families headed by a person with less than eight years of
.education was lower in comparison to rural households with the same
education. One-fourth of the latter were below the 1975 poverty level
(85500 for a nonfarm family of four persons) while only 18 percent of the
metro households in this educational cohort were below poverty level, At
any given education level, a higher incidence of poverty wasralso
characteristic of rural vs, urban households.

These patterns are descriptive, suggesting only an association between
lower educational attainment. in nonmetropolitan areas and a disproportion-
ately high incidence of poverty for rural households. Systematic attempts
to directly specify and estimate the relationships between a substandard
stock of human capital and fural poverty are virtually nonexistent.
Fishelson (1971) estimated returns to human capital investment for farm
earners using public expenditure per pupil in rural areas as a proxy
variable for human capital produced by schooling., Those estimates were
not statistically significant nor did they pertain to the nonfarm rural
sector.14

Education and rural outmigration of labor is another aspect of the
hﬁman resource interpretation of rural poverty. Recent evidence
(Zuiches and Brown, 1978% 67) indicates that the outmigration of better-
educated younger persons is continuing on net, particularly for younger
nonwhites., While many younger white families have been moving to rural
areas in recent years, increases in rural immigration rates are mainly
among retired persons., In general, this selective outflow has left a

regidual rural population with less developed human resources and lower
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educational levels and earnings, The selective nature of this process
is reinforced by a complementarity between individual differentials in
human capital and propensities to outmigrate., Schultz (1975) makes an
argument in favor of a positive association between levels of human
capital investment and migration suggesting that 'geographical reloca-
tion of human resources are responses to incentives that arise as a
consequence of disequilibria and that education increases the efficiency
of migrants in relocating themselves (p. 835)." Greenwood (1975)
reviews several studies which suggest that (a) education levels are an
important factor in outmigration from distressed areas, and (b) that
the dominant migration streams--movement out of the Deep South and
movement off the farm--have been most profitable for more educated
movers, While these studies do not’directly confirm a lower educated,
less productive post-migration resi&gal in rural areas, the results
are highly suggestive. While the recent net reversal of overall

population migration streams to selective rural areas may change this

situation in coming years (Beale, 1977), the selective outmigration

process continues today in many poor areas (e.g., the Mississippi Delta).

Policy Efforts to Upgrade Human Capital in Rural Areas

The education and migration dimensions of the human capital
interpretation of rural poverty lead to the chronic underinvestment in
human resources syndrome which is both cause and symptom of the problem.
A policy strategy of greater investment in human resources has been the
traditional reaction (e.g., Marshall, 1974; Hansen, 1973). The actual
manpower policy response to rural poverty includes programs implemented

under the Manpower Training and Development Act (MDTA), and its
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successor the Comprehensive Employment and Training Act (CETA), as well
as other "family-based'" programs and labor mobility demonstration projects.

The Rural Manpower Service established under the MDTA (1971) was
designed to provide equity of access to manpower services for rural
clientele. A number of other pilot programs were formﬁlated in the
early seventies with a view toward improving. the delivery of manpower
seryices and training to sparsely populated rural areas., These included
the Smaller Communities Program where travelling teams of specialists
delivered manpower services into rural areas and the Concerted Services
in Training and Education project aimed at ideﬁtifyiné (a) employment
opportunities and occupational education for fhe rural poor, and (b) ways
"in which rural communitiés could promote human resource deyelopment.
Delivery of ‘manpower programs to rural areas has been the major policy
concern of all these programs including the Concentrated Employment
Programs which éperated in thirteen rural communities in 1970 and only
four comﬁuﬁities by 1978. Marshall (1974) points out that the delivery
probkem for most of these programs has resulted in higher program:costs
that, in turn, have raised some controversy about their feasibility aﬁd
effectiveness.

Rural manpower programs under CETA have been primarily developed
under Title IIT (Special Federal Responsibilities) and focus on migrant
and seasonal farmworkers, Rurally underemployed and unemployed workers
are, of course, included in other portions of CETA, although Hansen (1978)
suggests that CETA is geographically biased toward prime sponsors in
metropolitan areas, Hansen attributes this urban bias to the low visibility

both politically and economically of small towns and rural residents ::
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and to a lack of managerial capability at.the local, rural level where
prime sponsorshipcoperates out of the executive offices of the state in the
the majority of stateé.

The urban bias of CETA also stems from the funding formulas used
for the distribution‘of funds, Coltrane, King, and Barnow (1978)
simulate the geographic distribution of CETA funds using formulas based
on (a) counfercyclical unemployment, (b) structural unemployment, and
(c) income m?iptenance needs. Their analysis shows a metropolitaq bias
in fund disﬁfibution using countercyclical and structural unemployment
meésures, but a rural bias for distribution formulas based on income
needs, This latter prorural distribution pattern reflects areas which
have either relatively low or incomplete unemploymenf rates, but high
proportions of low-earnings families and underemployed workers, i.e., the
working poor. | |

The urban bias in the existing distribution of manpower programs is
explicitly i&entified by Tweeten (1978) who calculates that 88.3 percent
of all CETA funds (Table 3) were distributed to metropolitan areas in
1975. A comparatively larger ﬁroportion of Title‘III funds were
distributed in nonmetropolitan areas and reflect the rurally based
target groups of Indians and migrant éeasonal farmworkers. Job Corps

outlays (Titie IV) also displayed a monmetropolitan tendency, although

N

the térget group for this program area'is composed of both urban and
ruréi %ard—to—employ individuals.
Other manpower policy responses to "chronic underinvestment"
in rural human resourées include "family-based" programs and labor mobility
projects. The former have been implemented on a pilot basis during the

current decade and have involved the relocation of low-income, rural




Table 3

Percentage Distribution of Federal Outlays for Human Resource Development
in Metro and Nonmetro Counties, Fiscal Year 1975

Mettro - Nonmetro
' (% of (% of
Total - U.S.) U.S.)
Program o - ($ million).- Total Total
Department of Labor:
CETA title I, comprehensive manpower :
-(ETA) T 1,915.5 89.6 10.4
' CETA title II, public employment (ETA) 642.3 86.6 13.4
CETA title III, special Federal m -
response (ETA) 2445 84,0 16.0
CETA title IV, Job Cevps . ‘ 166.0 81.0 19.0
CETA title VI, emergency jobs program
(ETA) 842.3 92,1 7.9
Older Americans community service
employment 12,0 - 99.9 .1
Work incentives program » 129.8 91.0 9.0
Placement services (ETA) 493.6 82,6 17.4
Total 4,446,1 88.3 11.7
Unemployment insurance (ETA) 1,453.0 79,2 20.8
Population, 1974 (Persons) 211.4 72.3 27.6

Source: President of the United States (1977) and Tweeten (1978, p. 6).
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families to a residential training site. The National Institute of
FEducation has funded a limited number of such projects where unemployed
and underemployed household heads enroll #n a vocational training program
to acquire some job-related skills. Spouses are encouraged to participate
in career education and are required to participate in a family core
curriculum designed to teach basic household skills while school age
children receive education designed to advance them td the proper level
for their age. This strategy of the program to break the poverty
syndrome by-deéling with the family unit is noteworthy, although the .
effectiveness of such an approach has not been thoroughly examined
(Seninger and Stevenéon, 1979).15

Labor mobility projects reflect a different manpower policy strategy
which is aimed at relocating unemployed and underemployed workers from
depressed rural labor markets to other areas. Morrison, Mazie, et al.
(1974) point out that no direct reference to relocation assistance is
included in CETA, although implicit authority is provided to local
governments for establishing mobility assistance programs. This type of
program has been implemented in the Wisconsin-Michigan area, rural
Mississippi, and other regions.l The aim ofAéuch an approach is to
relocate potentially productive workérs to places where they can be
effectively employed--the problem, as Marshall (l9§4)‘points out, is
the effect such an approach can have on that portion of the population
not relocated. He suggests that relocation assistance as a component
of manpower policy may be important for younger, bettér—educated workers

and that, in fact, those who benefit from relocation are the ones who
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have the greatest tendency to migrate without assistance. Again, recent
evidence (Zuiches and Brown, 1978) bears out this hypothesis.

In sum, the rural poor suffer disproportionately from low earning.
These are attributable to deficiencies in human capital caused by low
educational attainment and/or lack of good job opportunities in rural
areas. The most mobile of those in rural low-income areas-—the younger
and more educated and those relocated by labor mobility projects—-are
migrating to better jobs. Policy efforts to upgrade the skills and

market ability of rural workers have met with little or mixed success, a

deficiency which suggests that more policy attention should be paid to

the problems of rural labor markets and rural workers during the 1980s.

5. TRANSFER PROGRAMS: WELFARE POLICY AND RURAL ARFAS

Comparative urban-rural research on the transfer system in the

United States has unequivocally found that the rural poor, particularly

those in the South, are disproportionately served by the current transfer

system and would benefit substantially from welfare reform.(Bawden, 1977,
1974, 1972; Owens, 1977, 1972; Huffman, 1977; Briggs et al., 1977;
National Research Center, 1978; Chernick and Holmer, 1979; Lyday, 1971;

Pryor, 1979). This proposition holds regardless of the welfare reform

plan under consideration. .This final major section of the paper explains

how the current income transfer system affects rural families in general
and the rural South in particular, and how welfare reform would benefit

these same individuals.
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While the remainder of this discussion will deal specifically with
transfer programs designed to benefit low-income families—-i.e., income-
or means—-tested programs, the non-income-tested portion of the transfer
system——the social insurance--deserves mention asiwell. Only meager
amounts of research on the distributional effect of social insurance
benefits on rural poor families are available. The research that does
exist suggests that the largest source of growth im personal income in the
1970s for 800 rural counties (mainly underdeveloped Southern counties)
was transfer benefits in general and Social Security (OASDI) benefits in
particular (U.S. Department of Agriculture;Tl979, p. 34). Yet, Hines and
Reed (1977) found that the rural aged received less than their fair share
of OASDI benefits, an inequity that can be traced to several sources.
Many of the rural elderly were not eligible for OASDI for much of their
working lives--only in relatively recent years have farmers and
the self-employed been covered by Social Security. To the extent to
which. low-income rural residents have poor work histories marked by
long spells of unemployment, and to the extent to which their wages are
low, OASDI retirement benefits will also be low. Yet the fact remains
that in several rural areas from which younger, more mobile families have
emigrated, OASDI benefits still provide much of the areas' economic base.

Low wages and long periods of unemployment also lead to lower
Unemployment Insurance (UL) benefits for those workers who are eligible.
UI benefits are usually lowest, both in terms of weekly benefits and
number of weeks before benefits are exhausted, in the South where most
of the rural poor are located (U.S. Congress, Joint Economic Committee,
1974) . Ancillary facilities and services for the unemployed are also

in short supply in rural areas. For instance, Rural Job Service emploYmeht




32

centers are few and far between, providing little aid to the job search

of the rural unemployed (Tweeten, 1978; Marshall, 1974).

The Current Welfare System

The inconsistencies in the current welfare system are well known
although little recent analysis on the effect of these vagaries oﬁ the
rural poor is available.l6 On average the cash welfare system covers
only about one-half of the poor, lifting only one-quarter from poverty
(Bawden, 1979). However, the picture is even more bleak in rural areas.
Traditionally, those states with the highest number and/or proportion
of rural poor have discouraged welfare applicants by keeping benefits
low, by making application for benefits difficult, and by maintaining
stringent eligibility qualifications. Table 4 presents the major features
of the current welfare system for those thirteen states which r;nked in
the top ten of the number or percentage of rural poor in 1975.l7 Together
these 13 states contain 55 percent of all poor rural persons. It is
immediately obvious that 12 of the 13 states listed in Table 4 (all but
New Mexicols) are Southern states. In fact, while all Southern states
(except for the border states of Delaware and Maryland) had rural poverty
rates of 15 percent or greater in 1975, only three non-Southern states
can be so designated (Arizona, New Mexico, Missouri).

The major cash welfare program in the United States is AFDC. Yet
the rural poor fare less well in this program than do their urban counter-
parts. Maximum benefit lévels in poor states are far below the national
median (Table 4). In July 1975, average AFDC benefit levels were only

$50. in MS, $90 in SC, $95 in LA, and $108 in TX compared to a national
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state ) (2) (3 (4) (5 (6) - AN (8) (9 (10) {i1)
Texas J638(1) 20.3%(8)  §340 No No 34,4% 4632 16 35.2% 29.4%  15.5%
Ceorgla .560(2) 23.2(4) 153 No No 56.7 497 35 32.2 35.7 16.8
Scrtﬁ Cacollna .526(3) 15.8(16) 200 No No 63,4 496 NA 23.0 37.8 10.5
Nississippt .513(4) 27.6(1) 60 No No - 50.5 326 .16 34.5 44.5 12.4
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New Mexico .186(21) . 24.4(3) 206 Ko . No 39.0 .381 28 42.6 39,9 9.5
Katienal . : . :
Totais/Aversges 9.480 14.3% $278 Yes*26 Yes=26 59.2% §549 59% 37.5% 46.9% 19.3%
: ’ B : States States : . :

Scurces (by cclusn mwmber) .

i. Xational Rural Center 1978:50.

2. U.S. Bureau of the Cengua, 1976; Survey of Income and Education, epecial tebulation. . .

3. U.S. Department of Health, Education and Welfare, 1976:9:.

&. Natfonal Rural Cenler, 1978:94.

$. Hational Rural Center, 1971:101 (states which supplement payments to the aged maintsining theizr own residences). : °

b.. HNatlonal Rural Center, 1978:124-125 (includcs AFDC, AFDC-UF, ot SSI recipients se Public Assistance recipiente).

7.

8. Davis and Schoen, 1978:68 (1970 estimate).

i0.

1I.

U.S. Departcent of Heaith, Education and Welfare, 1978:79.

HacDonald, 1978:94-93 (perceatage of all eligible households vhich participate).

U.S. Departmwent of Agriculture, 1979a:36 (percentege of oli aligible households which participate).
Katjoaal Rural Center, 1978:70. )
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average of $205 (U.S. Congress, Joint Economic Committee, 1974, p. 166).
Briggs et al. (1977) in their study of four rural Southern poverty areas
found average monthly AFDC benefits were $100 in 1973, less than half
of the national average. In fact, more than 70 percent of the rural poor
live in states whose maximum AFDC benéfits are below the national median.
In isolated rural areas throughout the country information on program
rules and available benefits are scarce. Few states have rural outreach
programs to instruct potentially eligible families on how to go about
applying for benefits. Even.if the family is eligible and knows where to
go to apply for beﬁefits, transportation costs in terms of both time
and money are high and often welfare benefit offices are open only on
specific days (Pryor and Carlin, 1979). Hence.most nonmetropolitan
states have below average participation rates in the AFDC program. In
any case,- only 36 percent of all rural poor children live in female-
headed families as compared to 61 percent of all metropolitan poor children.
While all states are required to have an AFDC program, states may
extend benefits to unemployed fathers in two-parent families through the
AFDC~UP program if they so desire. However, among the Southern states only
West Virginia and Kentucky have taken advantage of this provision (Table
4).. Nearly three-fourths of the rural poor live in states without AFDC;UP
programs. Because rural poor families are typically two-parent families--
almost 65 percent of all rural poor children (60 percent of all rural poor)
come. from husband-wife families——the absence of AFDC-UP in rural states has
resulted in a gap between need and available aid (National Rural Center,
1978). A1l in all, less than 5 percent of rural two parent-families

with children receive AFDC-UP.
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Typically, existing welfare programs have provided little help for
the rural working poor%gﬁwhb are ineligible for most cash assistance
programs, and for most work training pfograms because they are not
unemployed (Briggs.et al., 1977). One program which has provided
substantial aid to the rural poor in general, and especially the

working poor (Kotz, 1979), is the Food Stamp program. In effect,

- Food Stamps provide a national income floor in food wvouchers instead

of cashJZO Nationwide, in 1974, approximately one-fifth of the

'pdpuiation was eliéible for Food Stamps. In the rural, poverty-stricken

ESC and WSC regions, almost one-third of the ﬁdﬁulation was eligible for
Food Stampé. At the same time, participation in‘the Féod Stamp prograﬁ
was: typically lowest in the South (Table 4), presumablyvdue to transporta-—
tion costs (especially for the elderly); local adﬁinistration discouragement,
and general confusion on how the progfam operates (Koté, 1979; MacDonald,
1977; Rungeling and Smith, 1975). Out of the 13 poorest states in Table 4,
9 had Food Stampvparticipation rates below the national average in both
1974 (Bickel éﬁd MacDonald, 1975) and 1978 U.S. Department of Agriculture,
19.79a: 36);21 Not only are program participation rates lower, but average
Food Stamp benefits in rural areas are also below‘these in urban areas
(Martin and Lane, 1977), despite the fact that feﬁer.rural families

receive AFDC benefits and despite the'facththat ?ural families are
typically larger than urban families (both of Whicﬁwwould tend to increase
the value of Food Stamps fo‘rural people).

Medicaid also benefits poor families if they qualify for aid and if

adequate and suitable medical care providers are available. Unfortumately,
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few rural residents qualify. In virtually every state, AFDC, AFDC-UP,
and SSI recipients are automatically "categorically eligible" for
Medicaid, but since few rural families receive AFDC, and since
Southern states do not have AFDC-UP programs, not many of the rural
poor qualify for Medicaid. Moreover, only five of thev13 states in
Table 4 provide Medicaid benefits to low income families who are not
categorically eligible. While the nationwide state average rates of
Medicaid recipients to poor persons was 59 percent in 1970, the highest
-percent for the 13 states with severe rural poverty problems was 43
percent in Table 4; Moreover, Davis and Schoen (1978, p. 81l) point to
the fact that average Medicaid benefits in rural areas are only 50 to
60. percent as high as benefits in urban areas; a discrepancy which is
.due.not only to the fact that rural Southern states spend little on
Medicaid (Table 4), but also because the availability of medical care
in rural areas is so limited. Even if all low-income residents were
eligible for equal amounts of subsidized medical care, rural areas
would receive smaller benefits due to the lack of health care facilities
in such areas. Given the generally poorer health status and higher
proportion of elderly residents in rural areas, one expects a higher
than average demand for health care services, However, of 2606 non-
metropolitan counties in 1976, 1888 or almost three-quarters of these
counties were in whole or in part medically underserved according to
the Department of Health, Education, and Welfare (Parham, 1978, p. 551).
The federal SSI program for poor aged, blind, and disabled persons
provides a good example of the effect of welfare reform on the rural
poor. Imn 1974, the federal SSI program superseded state-programs for

this group. A mandatory federal minimum annual benefit of $2628 for
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elderly couples, 80 percent of their poverty line, was established.
SST resulted in large income gains for poor elderly families in
previously low-benefit states. When coupled with Food Stamp and
Medicaid benefits, which SST beneficiaries are almost universally
eligible for, most elderly couples who participate in the program
escape poverty. Of course, transportation problems, again, reduce
program participation for rural families, but for those who do participate,
welfare benefits have increased significantly. In addition, states were
subsidized to increase bBenefits above the federal minimum. But for elderly
SST recipients living alone, none of the 13 states in Table 4 have
supplemented SSI above ‘thie federal minimum,

In summary, it appears that despite their reliance on transfers as
a sourcesof income, poor rural people benefit fariiless from%fhe current
welfare system than do urban residents. Overall, one din three of the
ﬁrban poor benefit from cash public assistance vs. only one in five rural
- poor. Despite the fact that 40 percent of the poor lived in nonmetropdlitan
-areas in 1975, the rural poor received 35 percent of federal SSI funds,
31 percent of Food Stamp benefits and only 18 percent of federal AFDC and
AFDC-UP funds (National Rural center, 1978, p. 65). TFurther, none of the
13 states in Table 4 spent more than 17.2 percent of their state budgets
for public welfare programs——the national average was 19.3 percent-—-
despite their severe poverty problems. Clearly the welfare effort in
rural America is below par according to all of the barométers which we

have discussed.
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The Rural Negative Income Tax Experiment

A rural negative income tax (NIT).eiperiment was carried out in North
Carolina and Towa under the directorship of Lee Bawden between 1968 and
1973. The primary purpose of the experiment waé‘to measure the éffect of
income maintenance programs on the work effort of low-income rural
families, particularly those who work and have family responsibilities.
In addition to work behavior, the effect of the experiment on educational
attainment, nutrition, occupational mobility, and asset position was
studied (U.S. Department of H.E.W., 1976; Palmer and Pechman, 1978)., The
experiment resulted in a modest decline in hours worked for wives and other
family members, but no significant decline for husbands (Bawden, 1979). .
Blacks in North Cardlina and whites in Towa responded in almost exactly
the same Way. Farmers increased their hours worked on the farm, but
decreased off-farm work hours by a slightly larger amount.

The most important findings were, however, the effect of the experiment
on human capital attainment in recipient families (Schuh, 1978). The
decline in the 1ab6r supply of wives and teenagers provided the opportunity
for an increase in home care of children and - improvement in educational
attainment. There was a significant improvement in nutrition in North Carolina,
an improvement in the health status of children, and a large increase in the
quality of school performance. In the long run, the cumulative effect of
better health, nutrition, and school performance should produce a net
increase in labor supply.

For adults dn both experiment sites job seérch and occupational

mobility increased as well. Because benefits were made available to the

working poor, the program acted as a wage subsidy for those who enjoyed
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their current jobs, and.as a job search subsidy for those who quit their
former job and used the guaranteed income to support the family while
they searched for a better one. This "search subsidy" effect was
particularly important for younger family heads, Finally, experiment
families increased their purchase of automobiles which directly increased
access to jobs in nearby urban arease
The experiment also indicated that a full-scale, permanent, guaranteed
minimum income would have the effect of increasing local wage rates as
the labor supply of ines and teenagers decreased, By providing an -
- alternative to low-wage joBs,'a guaranteed income would’force employers
to raise wage levels, thus narrowing the local and national wage spread.
-However, as Schuh (1978, p. 233) has pointed out:
These général equilbrium effects in the labor market may give
rise to political consequences different from those considered
in the experiment. A private sector faced both with higher
taxes to support an income transfer program, and higher wage
rates as a consequence of the program, may become ﬁolitically

active against it,

Welfare Reform Proposals

For at least a décade, the U.S. government has been considering overhaul
of the federal welfare system., The Nixon Family Assistance Plan (FAP)
examined by Congress from 1969 to 1972 and £inally rejected, .would have
provided a national minimum income of $1600 for a family of four persons.

If the plan had passed, about one-half of all FAP benefits would have
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accrued to rural residents, leading to an average 35 percent increase in
disposable income for poor rural families (Briggs et al., 1977)° FAP
would have reduced poverty, but because benefit levels were not high
enough, it would not have eliminated it.

In 1977 President Carter proposed the Program for.Better Jobs and
'IﬁCOme (PBJI) which was similar tofFAP in that it would have consolidated
AFSE,'SSI, and Food Stamps into a single program with a national guaranteed
minimum income of about two-thirds of the poverty line.r Under the Carter
plan, all individuals--including younger‘single persons ana childless

couples——would have been eligible for benefits. Unlike FAP, however,

\PBJI would have created 1.4 million. publlc service JObS for those persons

(able-bodled two—parent famlly heads) who would be requlred to work in

order to recelve beneflggtqu who could not find a suitable private sector
job. ALl families in which the hgad_worked full—time, full-year (whether
in private or public sector jobs) would.have reéeived enough in wages and
oéher benefits to eécape povefty. While public_éector employment has been
criticized by many, particularly with respect to its ability to add to
humén capital or to lead-to stable private séctor jobs, it &oes provide'
fu}l—yeér, full-time work for_reéidents of ‘jobescarce rural areas lifting
véll'familieé with full-time wérkers from‘poverty. It has been estimated
that Between 41.7 peréent (Pryor, l979)'and.51.7 percent (Danziger et al.,
1979a)'of the net increase in personal income-frém program expenditures,
i. e., up to $2. 1 bllllon, would have accrued to the Séuth "Moreover, |
'PBJI would have generated an add1t10na1 net 1ncrease of up to $3 6 bllllon

in output in the South due to ‘estimated regional multiplier impacts

(Danziger et al., 1979). Due to the high incidence of rural poverty in
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the South, PBJI would have both reduced rural poverty directly (¥ria providing
higher welfare benefits and stable jobs) and indirectly (via job creation

due to the regional muléiplier impacts of the net increase in transfers to
the South). TFor rural areas on the whole, PBJI would have increased
transfers and'reduced poverty by'a greater amount thanjin urban éreas as
compared to .the current welfaré systeﬁ (Pryor, 1979). However, PBJI
would also have led to.net increases in welfare eipenditures for Southern
states (since their mandated 10 percent share'ﬁf PBJI bénefits would have
exceeded current AFDC ekpendifureé) and also would have generated upward
pressure on wage levels in that area. PBJI died in committee in 1978,
due in part to lack of supporthfrbm Southern législatqrs.

In May 1979, tﬁe.Carter\adﬁinistration introduced yet anotﬁer

welfare reform proposal, soméﬁhat similaf'ﬁo PBJI, but nof nearly so
éomprehensive. The reform would come in two parts: the Social Welfare
.Reform Amendments of 1979 (SWRA) and the Work and Training Opportﬁnicies
Act ofll979’(WTOA); Unlike PBJI, single persons and childless couples
woﬁld be excluded from both programs wﬁile Food Stamps would be ?etained;~
The net increase‘in welfare'cbsts under both pfograms would be $5.7 billion
in 1982.23 Undér SWRA,‘a national.éombined guarangee éf cash and Fooa |
" Stamps of $4654 or 65 percent of the poverty line would be legislated and
:AfDC—UP would be ma;dated fdr all states. In addition, under WIOA the
federal‘governmént would step up its efforts to find~jobs foF unemployed

' poof familf heads ﬁewly eligible for SWRA beﬁefits and provide 260*000. |

'additiona1~public se?vice emélpyﬁent jobs for family heads wﬁd could not:A'

| find private sector jobs. 1In order to enlist the suéport of Southern
'.politicians, the plan would "hold harmléss"‘Sbuthern states, guaranteeing

| that; unlike PBJI, they would incu; no increased Qelfafe costs under SWRA

for seven years. In order to satisfy legislators from New York and
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Cnlifornln_who voted agalnst PBJT, the new Cacter pill contains fiscal
relief for staté~and local "general assistance! welfare programs as we 11
as for all state AFﬁé prdgfams, thus ﬁeneficing New York City and -
Los Angeleé. However, in.this peribd of fiscal belt-tightening the
chances: for passage of anf proposal which increases the federal deficit
are slim. These programs WOuld again lead to. significant increases in
welfare begefits for nonmetropolitan areas and for Southern states.
Cherﬁich and Holmer (1979) héve estimated that.47.5 percent of the net
increase;in diréct SWRA benefits, and 43.5 percent of all new public jobs
-under WTOA; would accrue to rural areésL. The nonmetrogolitan South wo&ld
alone récéivev28.0 percent of the net increase in assistance spending under

SWRA and 20.6 percent of new WIOA jobs.

The Political Economy of Welfare Reform

{

/
Whatever the fate of the Carter administration's new welfare reform pro-

posal, there will probably be little support from Southern legislators. Senator

Russell Long (D—Lé.), powéfful chairman of the Senate Finance Committee, has
long been opposed to the idea of a national minimum welfare floor. 1In
addition, legislators from other areas of the country are acupely aware of
the pro-South (and hence, pro-rural) nature of the aggregate distribution

6f program benefits.

If welfare reform wéuld be so beneficial to rural areas in general,.
and the rﬁralASoufh iﬁ pargipular, it seéms fair to aski why don't rural
and Séutherq Congfessmen'support'welféfelreform? .Radical economists

.(Pérsky, 1977; Bould Van Til, 1977) have long argued that the large #QOI
of unemployed and underemployed workers in rural areas pfovide.cheap.laﬁor

for producers. .In this way, rural poverty serves an important functional
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role for capitallsts ln general and rural eﬁ;repreneursiﬁn particuia?.
Yet, while it {is cleér ﬁhat all of ghu welfare reform proposals currently
under review would increase wage costs and provide altérnatives_to low
wage factory jobs in the rural Sogth, ithis_aléo quité likely that most
Southern voters are in principal against any sort of minimum guﬁranteed

annual income for able-bodied working—-age ma.lesz4 (Davis and Jackson,

1974; Moynihan, 1973).

6. CONCLUSIONS AND FUTURE DTRECTIONS

This paper has reviewed the nature and causes of rural poverty-——-
low earnings and insufficient transfer benefits. We have also discussed
potentially effective remedies for these probléms---more effective
manpower training and rural labor mobility programs and welfare reform.
While the rate of poverty has declined significantly in rural America éver
the past twénty years, it still exceeds the'pove;ty ;ate in urban Amefica——
by more than 40 peréent once in-kind transfers are counted as income. .To
the extent to Which rural poverty has declined, aﬁd continues to decline
due to thé outﬁigration of younger, more productive people, tHE,remaining.
rural perrty which is observed will prove ihcreasingly difficult to
remedy. |
1Recentiy, Lynn Daft (1979) haé éummérized the rural poverty situation
as well as anyone: | .
.ATen yea%s.afﬁer the publicationAéf.thevreport of the RufalvPoverty
. Commission,_milliéns of Americans are';till left behind. In the
intervening years, significant improvements'in p;ograms and poiiéies'

have been made. People's lives have been made more productive and
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more meaningful as a result. Still, the thrust has not been

sufficient to overcome all the problems of rural poverty. Despite

the many significant gains we have witnessed over the past decade,

rural poverty therefore remains a problem of major dimensions.

Unfortunately, it is not a current-day glamour issue and therefore
tends to receive less attention th&n it merits. I remain convinced
that poverty will not be overcome without éxtensive reform of
welfare programs, a coordinated program of human resource develop-
ment, and substantial-additioﬁs to the capacity of local govern-
ments'and other public institutions to deliver essential.services

and to better adapt to structural change. These are the major

components of the unfinished agenda.

Little more need be said about directions for future research

in this area.



NOTES

1. ' : ' ~
There are at least two caveats to this statement. First,

the situa-

tion.is somewhat changed once the census poverty estimates were adjusted'for

Fheir obvious deficiencies, Section 2 documents this change. éecond, the
"farm" poverﬁy:proﬁlem in the United States has, ovef the past 20 years,
all bu£ disappeared. Déspite the fact that Table 1 shows a 17.1 percent
poverty rate among persgns living on farms, the farm poor totél only.

| 1.3 million--5.4 percént‘of all poor persons. There is.recent evidence
(Beale, 1976) that the farm population is stabilizing,.and becoming younger.
Smaller farm operators (those with annual farm sales of $20,000 a year
or less) receive the.great majority of their income from nonférm sources..
Average nonfarm income for 41l farmers rose from 42 percent in 1973 to over
52 percent in 1976 (U.S. Department of Agriculture,:l975:14;'U.S.
Departﬁent of Agriculture, 1977).‘ lLess than 10 pexcent of all non-

metropolitan (poor nonmetropolitan) workers listed agriculture as their

major occupation in 1975 (Hoppe, 1979; U.S. Department of Agriculture, 1979).

.In sum, the move "6ff the farm'" and tﬂe farm poverty proﬁlem seem té be "
practically over in the United States. Only in the fural South will excess
ﬁnderempioyed farm labor continue to exert an iﬁflﬁence-on‘rural poverty;
and even there the influence wili be small. It follows that the farm—
nonfarm dichotémy is Qf little Qse in this paper. Policies designed to
helé réise the incomé (earnings) of the.rural poor in general will also |

aid the incomes (earnings) of those who live on farms.
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ZThe reader is referred to the adjolning paper In this volunme,
"Rural Poverty--A Regional Perspective' by Candace Howes and Ann Markusen,

which reviews the literature on rural industrial developnent.

3The interested reader should consult U.S. Bureau of the Census,

1978, 1979, 1979a, 1975 for such analyses.

A . . - g e T S

4It is importanF to review the definitions of rural and nonmefropolitan
which are most frequently used in this contexé. 4Aé others (National‘Rurél.v
Center, 1978; Zuiches, 1979; Beale, 1979; Davis, 1977) have argued, these
éefinitions may belless éhan adequate depending on oﬁe‘s purposes. The
U.S. Bureau of the Census in their P-20, Population Series, define
métropolitan residents aé all people living in‘counties with a city.of
50,000 or more (an SMéA) plus pérsons liviﬁg'in cqntiguous counties (wi;h
smaller cities and rural areas) which are linked to metropolitan areas by
daily commuting patterns. The nonﬁetropclitan'population is the residual,
By this definition the nonmetropolitan popuiatién increased from 62.8
million im 1970 to 71;1 million in 1977 (U.Sﬁ Bureau of the Census, 197?).
A‘ In contrast to this definition, the 1970 Cegsps defined rural as

those living in plaées.of 2,500 or lgss,.both'buféiée and within metro-
politan éréas. Hénce 16 million rural people——about 26 percent of the

1976 %ural population (61.5 million} live within metrobolitan areas
(Beale, 1979). This rural éopulation is the residual of the Census

urban population definition,

These problems with these definitions are mainly conceptual: By rural

do we mean open places or outside cities? Do we mean no communities or



47

small communities? Are we interested in access to large cities’(i.e.,

potential places of employment) or size of place per se? Depending on

the typological aspect of interest, different definitions of vural may

need be employed. However, it is our general feeling that by using the

term rural to refzr only to places of 2500 or less, the official Census
rural definition 1s too narrow. People living in places of from 2,500 to

say 50,000 are classified as "urban" by this definition despite the fact

that many of the people in such places have "rural" lifestyles. Hence in

.general, both our definitions of nonmetropolitan and rural coincide with

the official Census definition of nonmetropolitan given above.

4 o

"Farm'" and "nonfarm'" are similarly difficult terms. For instance, !

1

in 1977, 382,000 or 17.6 percent of all farm families were located in

metropolitan areas. Heéence, farms are not necessarily located in rural

areas. The rural nonfarm population cannot be derived by subtracting

the farm population from the nonmetropolitaﬁ (rural) population.
5Unless otherwise stated, all poverty data are computed on the
basis of the official Census Bureau poverty lines which vary by family
size, composition, and farm-nonfarm residence, Im 1974, the Census
poverty line was roughly $5,000 for a nonfarm family of four persons.

The farm poverty line is 85% of the nqnfarm poverty line, the difference

reflecting the lower cost of living which presumably favors\farm families.

No other cost of living adjustments are included in the poverty line for

two reasons: first; because cost-of-living differences between urban

and rural areas and between regions of the country are very slight at
poverty line income levels; and second, the cost-of-living difference

between urban and rural areas within any region or state may be as large

as the differences between regions or states. -Hence, it is almost
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Imposyible to adjust poverty lines for regional cost of living differences

‘with any reasonable degree of accuracy (Smeediung, 1974).

6Several studies of rural poverty in specific low-income areas
can .be .recommended. One of the besé and most recent deals with four
-extremely poor Southern rural counties located in Georgia, Louisiana,
Texas and ﬁiésissippi (Ruageling et al., 1977). Other studies.and théir o
geographic areaé of dnterest include: Kentucky.(Larson and Youmans, 1978);
Louisiana. (Roy and Boydelor, l974)§ Mississippi Delta, Ozarks,’Southeasc
Coastal‘Plain (McCoy, 1970); and North Central U.S, (Iowa Agriculﬁural and .

Home Economics Experiment Station, 1974).

7When the 1980 Census is taken, holding constant the 20 percent cutoff
for -defining rural poverty areds, a smaller and hence more useful and’
exact count of rural poverty areas should emerge. However, such data will

probably mot be available until 1983 at the earliest.

SIt i; éasy to confuée rates of_population growth and actual net
incréases~in population. ‘For instance, between.l970 and 1976, Orange
County California grew by 334,000 people, but only by 17.0 percent. 1In
contrast, Summit County, Colorado more than doubléd its population, but
| only grew by.B,QOO people.. Because nonmetropolitan areas hold fewér
people than metropolitan areas, greatér rates of growth often mean smaller.
| “actual iﬁcreasés ih population. This is particularly true of isolated
rﬁfal counties whose largest populatippucenter is less than 2500 people

to begin with (Engels and Healy,.1979; ﬁ;A18).>




9The ten fastest growing states in the U.S. from 1969 ro 1975 and
their percentage change in population are: AZ (24.6), FL (21.9), NV

(20.8), AK (20.5), €O (15.0), ID (l4.1), UT (13.5), WY (13.0), HA (12.8),

and NM (12.5).

lo'l‘he one non-South exception 1s New Mexico.

11One might legitimately question whgther the extreme levels of rural

Southern poverty noted above are more ciosely correlated with "rural" or
"Soqthern”. Actually both forces are at work. Poverty rates in tﬁe |

| South generally exceed those found in other (metro and nonmetro) areaslof
the country. ﬁowever, the highest poverty rates are found in the
héhmétropolitan South, particulérly when in—kiﬁd transfers have been

taken into account (Table A3). In the non—South,’rﬁral poverty levels are
higher than urban poverty levels everywhere but in the Middle Atlantic
»Statgs.(Table A3). Iéterestinély, these'sﬁates (New York, New Jersey,
Penns?lvania) are juét those states in.which one might ﬁ&st seriously

question the metro-nonmetro (urban-rural) dichotomy.

12_ . ‘ . .
Post-compulsory education includes college education (contained
in most national data) as well as vocational education, manpower training
programs, and other educational "self investments" which, . unfortunately,

are not contained in most national data series.

13 . . . .
. Returns to education in general are comparatively lower in nonmetro
areas using mean earnings by education level for adults as an approximate

“indicator of returns to schooling. Mean earnings for metropolitan

residents were higher than nonmetropolitan residents in both 1970 and 1977



for. each level of education (less than 8 vears, 8 years, some high
séh50l, etc. )--see U.S. Bureau of Census (1978)., These figures are,
however, averages and do not accoﬁnc for‘(a) variance within educational
categories, or (b) cost of living differencés between metro and nonmetro

areas which may be reflected by these wage (earnings) differcntials, °
14Moreover, as previously mentioned, observers (Booth, 1969;

Huffman, 1979) have argued that the basic problem of rural Amertca,

poverty, is no longer connected with farming.
15, . , X .
The Mountain-Plains Education and Economic Development program

established in Glasgow, Montana in 1971 is a good example. (Mountain-

Plains, 1976).

16Briggs et al. (1977) and the National Rural Center (1978) are

‘important exceptions.

17We chose this double ranking because.both the absolute number of
rural poor and the relative incidence of rural poverty are impofﬁant
for policy purposes (Hoppe, 1979). The number of poor reflect the state

in which the largest concentrations of rural poverty can be found, while

the incidence of poverty (percentage of rural persons who are poor) indicates

the states in which the poverty is most prevalent among the rural population. =

18Despite the fact that NM has poverty incidence figure of 24.4

percent, it ranks twenty-first in terms of the number of rural poor persons.

1
9The Earned Income Tax Credit (EITC) will

" probably provide some help for the workiﬁg poor in current and future

R O T e
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years. In 1979, all families with children éurning less fhan $11,000

will be eligible for aid. Maximum benefits are, however, only $600 per

Almost 35 percent of benefits are expected to reach rvural families

(Carlin, 1976). However, 1t should be remembered that the EITC does little

year,

more than refund the employer portion of OA$DHI payroll taxes for most
of these families. For instance, in 1979, at the maximum EITC'benefit‘
earnings level of $6000, the working poor family receives a net transfer
bonus of only $232.20 ($600 EITC minus $376.80 OASDHI payroll taxes).

, .
°OIn 1979 the Food Stamp program guarantees $2400 of food vouchers

to a family of four with no other income. In. 7 of the 13 states in Table

4, the Food Stémp guarantee (maximum payment) exceeds the state maximum
AFDC payment for the same size family. |
Zlnungeling and Smith (1975) indicated that.one reason for Food

Stamp program nonparticipation was the coét of the stampg; Prior to

" 1979, the recipient was required go pa& a feé for Food'Stamps which
vagied inversely with-income. For instance; many financially strapped
rural families could not afford the $i00'purcﬁaée requi%ement necessary
to purchase $175 worth of Food Stampg. Howévér, the new 1979 Food Stamp

program has done away with the purchase requirement. Hence, in the

_..-example above, the family would not pay anything for $75 worth of stamps.

The effect of this rule change on program participation in rural areas

remains to be seen. .
922 . . . .
Most researchers felt that this farm labor supply response was

unfortunate in that these individuals were being subsidized to increase
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thelr work éffort in a technologically inefficient fafming enterprise,.
© More importéntly administration of fa;m family (and other self-employed
units) income and asset level eligibility tests and benefit determination
proved to be an extremely difficult problem (Bawden, 1979).
23?BJI was estim;ted to have cost an additional $19.0 billion in

cash assistance and job creation costs by the time it was fully implemented

in 1982,
24Nonmetro America contains 52.5 perceht of all nonaged, employed,-

male-headed families with children'Qs,only 32.3 percent of all families

(Pryor, 1979).
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Table Al
I. Number of Poor (Millions) and Incidence of Poverty,

by Metropolitan-Nonmetropolitan Status,
Race, and Type of Income in 1974

P

~Income Definition ‘ Total Metropolitan Nonmetropolitan’
(Row : , All Central ' 5 All
Number) Race : Persons (%) Cityl ) Suburb (%) Persons (Z)

A. Official Census Income4

37 (13.7) 5.48 (6.7) 9.52  (14.2

1) All persons 23.37 (11.2) 8

(2) Whites 1574 (8.6) 4.23 (9.2) 4.45 (5.8) 6.93 (11.%)

(3) Nonwhites 7.63 (30.3)  4.1%  (18.3) 1.03 (19.0) - 2.59. (4.06)
‘B. Pretransfer Income5 ‘. .

() All persons - 38.64 (18.5) 13.75 (22.5) © 9.84 (12.1) 15.04 (22.3)

(3) Whites - 28.44 (15.6) 8.06 (17.6) 8.46° (11.1) 11.92 (19.7)

(6) NOnwhites 10.19 (39.5) 5.69 (38.9) _ 1.39 (26.9) 3.12 (49.2)
C. Final Income6 '. 4 .

(7) All persons . . 16.37 (7.8) 5.20 (8.5) 4.14 (5.1) 7.03 (10.%

(8) Whites ©11.29 (6.2) 2.86 (6.2) - 3.39 (4.5) 5.04 (8.3)

(9) Nonwhites 5.07 (19.0) 2.34 (16.0) .75 (14.4) 1.99 (30.2)

- II. Percentage Reductions in Poverty Under Various Income Definitions

A. Pretransfer Poor to Final Poor -

ALl persons iﬁ%§§ll s1.67 6221 ‘ﬁ ' N 57.9z' 53.32
Whiceé £§%§§§l | R 60.3 | . 64.5:> B 159.9 | © 517
~ Nonwhites '5§%§§3l 50.2 - .58.9' ' - 49.7 ' és.i
B. Official Census Poor to, Final Poor : | o - - .
All personé Sl%f§11 .l 28.5 .36.6 : 123.9 . h23.9
wnites 2281 g1 3.9 235 25.2
Nonwhites -0 33,2 ~ 42.3 C26.5 . 20.8

&




Notes to Table Al

1"Central Cities" include persons living in city centers of standard

metropolitan statistical areas (SMSAs) with cities of 50,000 or more
inhabitants,

;?"Subdrb" are all persons living in metropolitan areas but outside of
central cities as defined above.

3"Nonmetropolitan" includes all persons not residing in SMSAs as
defined above. o

4"Official Census Income" is the same income measure used by the
U.S. Bureau of the Census in their P-60 Income and Poverty Series.

5"Pretransfer Income" includes all taxable factor income except for
 capita1 gains plus non-Social Security pensions, gross of personal income
and payroll taxes.

6"Final Income" is Census income, adjusted for underreporting of survey
income, federal income and payroll taxes, and the cash equivalent value of

- in-kind food and medical care transfers. For more detail, sée Smeeding (1977).
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Table A2

The Metropolitan/Racial Composition of the Poor
Using Various Income Measures in 1974

. Metropolitan
Income'Definition 1 ' : ‘
All (Central Nonmetropolitan
Race . Persons Total City) (Suburb) Total
A. Official Census Income2
.All persons . 100.0% 59.6% (35.8) - (23.8) 40.47%
White o | | 1100.0.  56.0 (27.1) - (29.9) 44,0
Nonwhite 100.0 ©  67.8 . (53.5) (13.4) 33.2
ﬁ; Pretransfer Income2 - |
All persons . 100.0 61.1 - (35.6) (25.5) - 38.9
White | - 100.0 58.1 (28.3)  (25.5) 41.9
Nonwhite .<'1oo.o' !_ 59.4 _  (55.8) | (29.7) 30.6
‘C. Final Incbme2 . ‘. A _. . |
All:pe?sons 7 1000 571 (31.8) - (25.2) 42.9
White o 100.0 sS4 (25.3)  (30.0) 44 .6
100.0  60.8  (46.1)  (14.7) 39.2

Nonwhite

1Totals may not add to lO0.0Z‘dﬁe to rounding error.

'(ZIncome concepts are as previously defined.




Year and Region City3 (%) Nonmetropolit'an4 (%) (Z)
1974
New England .369 (11.5) .354 (9.7) . 945 (7.8)
Middle Atlantic 1.951 (15.4) .389 (6.0) 3.322 (9.4)
" East North Central 1.528 (12.6) .961. (9.1)  3.289 (8.2)
West North Central .406 (11.7) .885 (10.3) 1.473 (2.2)
South Atlantic 1.039 (15.0) 2.127 $(16.3) 4.170 (13.2)
East South Central . .586 (17.7) 1.689 (21.6) 2.502 (17.1)
‘West South Central 1.190 (15.8) 2.048 (24.8)  3.895 (18.7)
Mountain .268 (10.0) .702 (16.2) 1.147 (11.8)
Pacific . 1.033 (11.5) . .368 (9.1) 2.623 (955)
TOTAL 8.370  (13.7) 9.520 (14.2) 23.370  (11.2)
- 1968 7 o
New England .213 (7.0) © 2300 - (8.2) .753 (6.5)
Middle Atlantic 1.712 (12.9) .621 (9.3) 3.465 (9.6)
East North Central 1.360 (10.6) 1.241 (9.7) 3.322 (8.2)
West North Central .353. (11.2) '1.130 (13.3) 1.637 (10.7)
South Atlantic 1.059 (18.7) 3.341 (23.4) 5.162 (7.7
East South Central .365 (16.4) 2.403 (32.2) 3.107 (25.9)
West South Central 1.101 (15.4) 1.963 (27.5)  3.409 (19.6) .
Mountain ..250 (12.7) 719 (16.6) 1.097 (12.7)
Pacific . o131 (10.3) .549. (10.8) 2.219 - (8.7)
TOTAL 7.200 - (12.6) 12.170 (17.6) 24.180  (12.3)
(see notes at end of table)
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Table A3

'Regional Poverty

Number (Millions) and Percent of Persons Below the Poverty Level

by Region and Place of Residence:

A.

Official Census Incomel

1968 and 1974

Place of Residence:

Central

Total




57

Table A3 continued

B. Pretransfer Income§
" Place of Residence]
2 Central 5
‘Year and Region Ccity3 (%) Nonmetropolitan (%) Total @)
1974
New England 641 (20.0) .609 (16.6) 1.870 (15.3)
Middle Atlantic 3.428 (27.0) .958 (14.8) 6.275  (17.5)
East North Central 2.469 (20.2) 1.787 - (16.8) 5.740 (14.2)
West North Central 719 (20.2) 1.638 (19.1) 2.667 ° (16.6)
South Atlantic 1.591 (22,9 3.213 (24.5) 6.452 (20.1)
East South Central = .838 (25.2) . 2.380 (30.4) 3.646 (26.2)
West South Central 1.664 (22.1) 2:721 (33.1) 5.196 (24.8)
Mountain 452 (16.8) .925 (21.3) 1.761 (18.0)
Pacific 1.947 (21.5) .810 (19.9) . 5.027 (18.1)
TOTAL 13.750 (22.5) «15.040 - (22.5) 38.640 (18.5)
1968 -
New England - 409 (13.5) .398 (10.3) 1.216  (i0.5)
Middle Atlantic 2.448 (18.5) .833 (12.5) 4.858 (13.3)
East North Central 2.029 (15.8) 1.638 (12.8) 4,782 (11.9)
. West North Central .548 (17.3) 1.423 (17.6) 2.203 (14.4)
South Atlantic 1.299 (22.9) o 3.652 (26.4) 6.080 (20.8)
East South Central .488 (21.9) ' 2.682° (35.9) 3.601 (30.0)
West South Central 1.232 (17.3) 2.295 (32.1) 3.933 (22.6)
Mountain : .299 (15.3) .843 (19.6) 1.322 (15.4)
Pacific 1.193 (16.3) .875 (17.3) 3.495 (13.7)
TOTAL 9.999  (17.5) 14,650 (21.2) 31.490 (16.1)

(see notes at end of table)
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C. Final‘Income7

Place of Residence;

Central ' : ' 5

Year and Regionz‘ City3 (3] Nonmetropolitan4 Z) Total (%)
1974
New England . .133 (4.2) .202 - {(5.5) 481 (3.9)
Middle Atlantic .863 (6.8) .245 (3.8) 1.689 4.7)
Fast North Central .801 - (6.6) : .676 (6.4) ° 1.998 "(4.9)
. West North Central w258 . (7.4) . 674 (7.9) 1.051 (6.6)
South Atlantic .782 (11.3) 1.629 (12.4)  3.343  (10.4)
East South Central .438 (13.2) 1.248 (16.0) 1.870 (13.4)
West South Central .977 (13.0) 1.510 (18.3) 3.073 (14.7)
Mountain .229 (8.5) 671 (12.9) .935 (9.6)
Pacific .714 (7.9) .284 ' (7.0) 1.925 (6.9)
TOTAL 5.197 (8.5) '7.029 . (10.5) 16.370 (7.8)
1968
* New England ) 140 (4.6) T .218 (6.0) .529 (4.6)
‘Middle Atlantic - 1.046 (7.9 .430 : (6.4) .233 (6.5)
East North Central 1.064 - (8.3) : 875 . (6.9) 2.527 (7.3)
- West North Central .282 (8.9) .846 (10.4) 1.229 (8.0)
South Atlantic .930 (16.4) 2.940 T (21.2) 4.658 (15.9)
East South Central .359 (16.1) 2.187 - (29.3) 2.869 (23.9)
West South Central .987 (13.8) 1.676 ' (23.4) 2.975 . (17.1)
Mountain - .213 (10.9) .610 (14.1) .961 (11.2)
Pacific .545 (7.4) ' 415 (8.2) 1.548 (6.1)

TOTAL 5.598  (9.8) 10.200 - (14.8) 19.630  (10.0)

g, et e e
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Table A3 continued

NOTES

l"Official Census Income" is the same income measure used by the U.S.

Bureau of the Census in their P-60 Income and Poverty Series.

‘2The states included in each reéion cited belo& are as follows:
New England: CT, ME, MA, NH, RI, VT
Middle Atlantic: ©NY, NJ, PA
East North Central: OH, MI, IN, LI, WI
ﬁest North.Central: MN, IA, MO, KS, NB, ND, SD
South Atlantic: bE, DC,‘MD, VA, WV, NC, sC, GA, FL
East South Central: KY, TN, AL, MS .
WestASouth Ceﬁtral: Aﬁ, OK, LA, TX
Mountair;: AZ, CO, ID, NM, UT, NV, WY, MT
lPacific: AK, WA, OR, HI, CA |
‘3"Centra1 Cities" include persons living in city centers of standard
metropolitaﬁ.statiétical éreas (SMSAs) with cities of.S0,000 or more
inhabitants. | '

4"Nonmetropolitan"'includes all persons not residing in SMSAs as

defined above.

5"Total" includes all poor in metropolitan areas (central cities plus
suburbs) and nonmetropolitan areas. Note that due to the omission of suburbs,
central city and nonmetropolitan do not sum to Total.

6 , .

. "Pretransfer Income'" includes all taxable factor income except for
capital gains, plus non-Social Security pensioﬁs, gross of personal income

and payroll taxes.
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Table A3 continued

Notes continued
7"Final Income" is Census income, adjusted for underreporting of
survey income, federal income and payroll taxes, and the case equivalent

value of in-kind food and medical care transfers. For more detail, see

Smeeding (1977).



Table A4 ) _

Number (Millions) and Percent of Tncidence of Poverty by Size of Place:

and Work Status: 1969 and 19706
All Places 'Hctropolitan Nonmetropolitan and Size of Place

iiiZe; . Central ' No Place One Place . One Place

wWork Status of Head Total (Z) |Total (%) City (%) |Total () 2,500 or more (%)  2,500-24,999 (%) 25,000 or more Z)
A._ _All Persons
1969
Tut§1 Persons 27.20 (13.8) 115.22 (11.2) 9.25 (14.9) 111,98 (19.3) .. 1.90 (27.2) C 1.3 (20.3) . v 2.35 (13;9).
Family lead: ' ] i

Worked 2.83  (6.6). 1.46 (é.9) . .82 "(6.3) | 1.37 (10.4) " .23 (16.0) . "4.89. (11.0) «25 (6.8)

Worked 50-51 weeks  1.27 (3.9) | .66 (2.7) .33 (3.4) | .66 (6.7) a2 ans) | 3 ) 12 ()

" Total Pers;ne ‘ 24.98 (11.8) {15.23 (10.7) 9.48 (15.6) 9.75 (14.0) 1.44 (16.8) 6.08 (14.0) A 2.25 (12.8)

Family Head: ’ | . A ‘

Worked | 2.55 (5.7) '} 1.37 (4.5) .76 (6.5) | 1.18 (8.0) .19 (10.3) .72 (7.8) V .27 (7.3}

worked 50-52 weeks 1.06  (3.0) 46 (2.0) +26 (2.9 58 . (5.2) Al 0 (8.2) .35 (5.1) . .12 (4.2)
Source:

U.S. Bureau of the Census, Social and Economic Characteristics of the Metropolitan and Nonmetropolitan Population: 1977 and 1970, P-23, #7S.




Table A5

Number (Millions) and Percent Composition'of Poverty by Size of Place,

Race, and Poverty Area Status:

1969 and 1976

.'All Places Metropolitan Nonmetropolitan and Size of Place
X%%%e, Central No Place One Place One Place
Area Status Total (Z)‘ Total ) City ) Total (%) 2,500 or more (%), 2,500-24,999 _(Z) 25,000 or more (¢3)]
A. All Persons
1969
Poverty Areas 13.75  (50.5) | 6.41 (42.1)  5.03  (54.4) | 7.34 (61.3) 1.5 (81.1) 4.90  (63.4) .90 (38.3)
Nonpoverty Areas 13.45 (49.5) 8.81 (57.9) 4,22 (45.6) 4,64 (38.7) 36 . (18.9) 2,83 (36.6) 1.45 (61.7)
TOTAL 27,20 (100.0) {15.22 (100.0) 9.25 (100.0) |11,98.(100.0) o 1.90 (iO0.0) 7.713 (100.0) 2.35 (100.0)
1976 .
Poverty Ateaal 10.53  (42.2) 5.30 (34.8) 4,31 (45.4) 5.22 (53.5) 1.07 ' (74.3) 3.31 (54.5) ' .86 (38.4)
Nonpoverty Areas 14.45 (57.8) | 9.93 (65.2) . 5.17  (54.6) | 4.52 (46.5) .37 (25.7) 2.77  (45.5) 1.39°  (61.6)
" TOTAL 24.98 (iOO.b) 15.23 (100.6) 94,8 (100.0) 9.75 (100.0) 1;44 (iO0.0) 6.08 (100.0) 2,25 (100.0)
B. Nonwhites _ »
Poverty Areas1 6.21 (80.5) | 3.63 (76.7) ' 3,00 (80.,4) | 2.60 (87.2) A1 (95.3) 1.83 (88.4) .37 (74.0)-
Nonpoverty Areas 1;50 (19.5) | 1.12 (23.3) I3, (19.6) .38 (12.8) . .02 CY)) +24 (11.6) .13 (26.0)
TOTAL 7.71 (100.0) | 4.73 (100.0) 5.73 (100,0) | 2,98 (100.0) 43 (100.0) 2,07 (100.,0) .50 (1€0.0)
1976
Poverty Areéal 5.08 (66.9) | 3.11 (60.5) 2.65 .(63.7) |1.97 (80,7)1 30 (90.9) 1.25 kBA.S) .43 (67.2)
Nonpoverty Areas 2,51 (33.1) 2.03 (39,5) 1,51 (36.3) 47 (19.35 .03 (9.1) .23 (15.5) .21 (32.8)
TOTAL 7.59 (100.0) | 5.14 (100.0) 4,16  (100.0) | 2.44 (100,0) ..33 (100,0) 1.48 {100,0) .64 (100.0).

Sources V.5, Bureau of the Census, Social and Fconomic Characteriatics of the Metropolitan

and Nonmetrapolitan Populatien:

1

1977 and 1970, P-23, 75,



The Ten Poorest States in Terms of Percent of Persons Who Are Poor: 1959-1975

Table A6

Overall Poverty

1959

Rural Poverty

1975 1975
.- : (Population (% Poor Who
Rank State pA State % State V4 change) * are Rural) State %
1 MS . SA.5% NS 35,47 MS 26.1% (5.6) (83.6) Ms 27.6%
2 AR 47.5 AR 27.8 LA 19.3 (4.4) (54.7) LA 25.0
3 sC 45.4 . LA 26.3 NM " 19.3 (12.5) (86.4) M 2.4 -
4 AL 42,5 AL 25.4 AR 18.5 (9.7) (71.8) GA 23.2
5 NC 40.6 - SC 23.9 GA 18.0 (7.5) (73.6) KY 22.2
6 - LA 39.5 - XY 22.9 . KY 17.7 (5.2) (71.7) AL 21.3
7 ™ 39.3 NM 22.8 sc 17.2 (8.7) (68.8) sc 21.2
8 GA 39,0 Wy 22,2 AL 16.4 (5.0) (55.9) TX 20.3
9 - KY 38.3 TN 21.8 N 15.8 (6.3) (54.5) AR’ 19.3
10 Wy - 34.6 GA - 20.7. TX 15.2 (9.3) (42.3) Wy 17.5
.8, - o , .
Average: 22.1% 13.7% 11.47% (4.8) (39.5) l4.3%

Source: 1976 Survey of Income and Education,

- Note:?* Population Chﬁnge equals the percentage change in state population from 1969 to 1975,
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