


































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































Chart 10

Number of Poor Persons and !nudence of Pdverty

MILUONS OF PERSONS : ' : PERCENT

NUMBER OF POOR PERSONS

/ {Left scale)

40 -1 40
LA
Semo -
T,

\‘-‘-5--§~

20 it -~{ 20
-~
INCIDENCE OF POVERTY )/ ’ il
(Right scale) .. . - »~§~
~

10— -4 10
0 | | S VR N NN SO N O (N (NN AN U N U U S R NS S | 0

1948 50 52 54 56 58 60 62 64 66 68

1/POOR PERSONS AS PERCENT OF TOTAL NONINSTITUTIONAL POPULATION,
NOTE._POVERTY IS DEFINED BY THE SOCIAL SECURITY ADMINISTRATION POVERTY-INCOME STANDARD.

SOURCES: DEPARTMENT OF COMMERCE, DEPARTMENT OF HEAL TH, EDUCATION, AND WELFARE,
OFFICE OF ECONOMIC OPPORTUNITY, AND COUNCIL OF ECONOMIC ADVISERS.

is far higher among nonwhites: about one hcusehold in three compared
with about one in seven among whites.

Of the 2.4 million nonwhite households in poverty, 2.3 million are
Negroes; the remainder are mostly the original Americans—Indians and
Eskimos. A 1964 survey revealed that 74 percent of the 55,000 families living
on Indian and Eskimo reservations had incomes under $3,000.

Only recently has the reduction of poverty among nonwhites matched

the reduction among whites. Between 1959 and 1962, the number of whites

in poverty declined 2.8 million, but during the same period the number of
poor nonwhites rose by 0.9 million. Between 1962 and 1967, white poverty

was reduced another 7 million or about 28 percent, while poverty among -

nonwhites fell by 3.2 million—also about 28 percent. -
The relative position of nonwhite families, after deteriorating in the late

1950’s, has improved since 1961. (See Appendix Table B-20.) Only since -
1966 has nonwhite median family income as a fraction of white median

family income surpassed its previous peak of 57 percent in 1952. Unemploy-
ment among nonwhite men age 25 to 54 has recently fallen below 1951-53
levels, but unemployment rates for nonwhite women and nonwhite teenage
males are much higher than during the early 1950°.
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Most poor wlute families in the United States are not members of identi-
fiable ethnic groups; however, two groups—Mexncan Americarfs, llvmg
largely in southwestern States, and Puerto Ricans, concentrated in New.York
City—exhibit disproportionately high incidences of poverty. In 1966, unem-
ployment rates among Mexican-Americans in southwestern cities ranged be-
tween 8 percent and 13 percent, two to three times the national average.
Subemployment—the sum of unemployment, employment producmg earn-
ings too low to provide an escape from poverty, and nonparticipation in_the
labor force by individuals. who have given up hope of finding work—
‘ranged from 42 to 47 percent in thé Mexican-American sections of south- *
western cities. And while Puerto Ricans constitute ‘only about 8 percent
of the New York City population, they have been estimated to’ represent
-over one-third of the recipients of welfare and about one-third of all
occupants of substandard housmg :

STRATEGIES FOR REDUCING POVERTY

A program for reducing poverty has four principal economic dimensions.
First, sustained high employment and economic growth—key objectives
of economic pohcy for a 'wide variety of reasons—are prime essentials. '
Second, education, training, medical assistance, and access to well- -paying -
jobs are needed by many of the poor to escape from chromc unemployment‘
and low-paying dead end jobs. .
Third, three-fifths of the heads of poor households cannot easxly enter the
labor force because of age or disability, or. because they are mothers with

sole responsibility for the care of young children. Some workers with large .

families are not lnkely——even with training and other types of employment -
assistance—to earn an income sufficient to pull their families out of poverty.
‘Because increased employment opportunities will not ellmmate poverty.
among these groups, some form of income maintenance is required. N
Fourth, poverty is concentrated in “pockets’—city “ghettos” and\certa_in
rural areas. The numbers of poor in poverty pockets can be rednced by
. promoting public and -private investment in these communities. and by -
providing relocation assistance to those with employment opportunmes"
elsewhere.

In addition to economic policies, social and psychological strategies have

an important role to play. These include information about family planning
for those who request it, legal assistance, and the encouragement of self- help
orgamzatxons Such programs lie outside the purvnew of thns Report

PROSPERITY AND THE REDUCTION OF POVERTY

Virtually all the progress in reducmg poverty over the past 20 years
has occurred during penods of general prosperity. In three periods of sus-
tamed economic expansxon—1949—53 1954-56, and 1961 to the presem-—
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the annua! decline in the number of individuals in poverty averaged two
million or more a year. In contrast, during recessions the number of poor
people has increased. The brief recession of 1954 wiped out half of the
gains of the preceding 4-year expansion, and several successive years of
sluggish economic performance in the late 1950’s increased the number of
persons in poverty to about the level of 7 years earlier. (See Chart 10.)

EFFECTS OF PROSPERITY

Poor families are affected unequally by economic growth and high em-
ployment, depending upon their ability to take advantage of expanded em-
ployment opportunities. Recent trends in poverty reduction for different
groups are shown in Table 15. . '

Households with Heads of Working Age

Economic expansion has caused significant reductions in poverty among
households headed by a working-age man. Tightening labor markets raise
wages for the poor who are employed, and provide better employmerit
opportunities for the unemployed and for those with very low-paying or
part-time jobs. Furthermore, when prosperity pushes unemployment rates
to low levels among skilled workers, business is more inclined to train poorly
qualified workers for skilled jobs. From 1964 to 1966, the number of poor
households headed by a working-age man with work experience fell 400,000
_ a year; in contrast, there had been no decline from 1959 to 1961,

The number of poor households headed by a working-age woman with ’
job experience has not changed during the 1960’s, The decline in the in-
cidence of poverty among this group reflected a rise in the total number of
households headed by working-age women.

Prosperity is less effective in reducing poverty among households headed
by women for several reasons. Women are far less likely to be employed
than men; only about three-fifths of the women who head families have
some job experience, compared to about 90 percent for male family heads.
Many women who head families, being the adult solely responsible for young
children, are unable to accept full-time employment unless day care is pro-
vided for their children. Furthermore, women are far less likely to escape
poverty even if they do work, because their employment is less steady and
they earn lower wages. Nonwhi\te families are more than twice as likely—
and white families are more than three times as likely—to be poor if headed
by a woman than if headed by a man.

Elderly Households

During the 1960’s, the number of poor elderly households fell slightly,
while the incidence of poverty among this group decreased substantially.

High employment has some immediate effect on poverty among the aged
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TasLe 15.—Number of poor households and incidence of pouer_ly: selected years,

1959-67
; 1966‘
Charactaristic of head S| 1ese | 161 | 1964 orgi- | - | 1987
: mb! Revised
pub-.
lished
Millions .
Number of poor hotds: 2 ’
LU L U 13.4 13.0 1.9 10.9 10.7 10.2
Head 65 yesrsandover.. ... ... ... .. 3.9 3.9 3.8 397 4.0 3.8
Unrelated individuals.......____... . _______ 2.5 2.5 2.8 2.7 271 0 217
Familiesd_ ..l Lef 13 1.1 1.2 1.2 11
Head under 65 years. . ... i 9.4 9.1 80| 7.0 6.8 6.4
Uncelated individuals....____________.__._____ 2.6 2.4 2.3 2.1 2.1 2.2
1.8 1.8 1.6 . L6 1.6
.6 .6 .6 .S
1.2 1.2 L1 1.0 1Lt
.7 - .5 .5 .5
.3 .2 .2 .2 .2
A .3 .3 .3 .3
S67[ 51| casf 47| 42
4.7 4.0 3.3 1) 28
3.7 3.0 2.3 22 20
1.0 Lo w0 91 .8
20 L7 1.6 1.5 1.4
1.3 L .9 .9 W1
1% 2 BN 1 ) 1 W
Percent
Incidence of poverty: ¢
Total households®.. ... ... ... 40| 226 19.9 17.8 17.5 16,2
Head €5 years and over.......: .................. 48.6 43.8 40.0 38.5 3.9 36.3
Unrelated individuals.... ... .. ........_. 68.1 64.4 §9.9 §5.3 5.3 53.4
Familios Y. ... eeas 32.5 22,21 21,6 - 23.0 23.1 20.3
Head under65years_ ... ... 19.8] . 18.8 16.0 13,74 133 122
Unrelated individuals_...__._.______.. e 3.8 3.9 3.0 203 287 2.0
White. .. .ol 29| 297 283 258| 255 24.4
Male feedmememeeeccans 24,6 22.8 22.0 20,1 21.0 18.0
Female. ... ... ... 3.1 3.2 330 30.0 28.8 29.0
Nonwhite. 54.8 $5.0 45,1 41.7 45.3 40.1
Male_ _ 47.1 45.5 ue 2.1 35.5 29.4
Female. ) -63.5 66.8 58.1 S4.1 $5.1 51.7
Families¢_............._.... eeemeean veeee| 168 161 133] 12| 106 9,
134 126 104] 84l 79| 7
11.4 10.7 8.5 6.5 6.1 S
35.9 ) - 339 31.2 29.1 22.9 25,
48.6 |.° 42.8 21.8 3.3 33.4 -29.
2.1 40,2 3.3 25.9 25.1 20,
7.3 72.8 62.4 61.2 60.3 5.

1 The ravised estimates differ slightly lrom those originally publlshod because of the use of » somewhat dmmnl
astimmn&prmdm For an explanation of the two methods, see ‘‘Current Populat.on Reports Serles P-60, No. 54."
2 Househotds are defined here as the total of families and unrelated individuals.
3 Consms only of two-person famities whose head is 65 years or over. All other families Includad in “hud under 65
ears.’
4 All families other than two-person hmllics whoso head Is 65 years or over.
$ Poor househoids as p t of totat h h In the gory.

Note.—Poverty is defined Ilha Social Securlly Administration poverty-| tandard; it takes Into account family
size, compasition, and place of residence. Povany income lines are nd‘ustcd to uko aocounl of pnco changu dunn( lho

periad. .
Doml will not necessarily add 1o totals because of rounding. - '

Sources: Department of Commerce and Department of Health, Education, and Welfare.
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by providing more jobs for elderly individuals wishing to continue work.
This opportunity is particularly important for those with retirement income
below the poverty line,

Over the longer run, prosperity permits more workers to accumulate
assets and to achieve higher pension rights prior to retirement. At present,
an individual earning the minimum wage and working full-time in a job
covered by social security is entitled to old-age benefits of approximately.
$120 a month upon retirement-—only about $10 a month below the poverty
line,

Reflecting both the higher lifetime earnings of the aged and statutory
improvements, social security retirement benefits have increased greatly
and have been the most important factor in reducing poverty among the
elderly. Since 1961, legislation has increased social security retirement bene-
fits 21 percent across the board,—substantially greater than the increase in
consumer prices. The minimum benefit increased 37 percent.

The Disabled

The ill and disabled have benefited least from recent prosperity and
other efforts to alleviate poverty. Although the incidence of poverty among
households whose heads are under 65 and not working for health reasons
fell from 1959 to 1967, the number actually rose. Some disabled can be re-
trained, and these individuals can obtain jobs more readily when unem-
ployment is low. But many who are ill or disabled cannot take advantage
of job opportunities.

The Near-Poor

Table 16 shows the number of households and the number of persons
who were in the near-poor category in 1959 and 1967,

The compositions of the poor and the near-poor categories differ con-
siderably. Most striking is the difference in the proportion of nonelderly
households headed by a working-age woman. These households acéount for
46 percent of all nonelderly poor households; among the near-poor, they
account for 22 percent. Except for the elderly, most near-poor families are
headed by men who are employed, but at low wages.

The number of near-poor showed a considerable decline between 1959 and
1967. Many who rose from poverty were added to the near-poor, but at the
same time an even larger number of the former near-poor moved to a higher
income level.

PROSPECTS FOR FURTHER PROGRESS

As indicated above, prosperity has played a key role in reducing poverty
and is essential to further progress. But sustained growth and high em-
ployment—in the absence of other more direct efforts to help the poor—can-
not maintain the recent rate of decline in poverty.
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TasLe 16.—Number of near-poor households and incidence of n?ar-powny by age
and sex of head of houschold, 1959 and 1967

lncldoncc ot near-| povmy
. Numpor(mllllom) (porcent) !
Age and sex of head of household
’ 1959 1967 1989 1967
Near-poor householdst.._.. ... _..._........... ) 43 3.7 - 17 © 5.9
Famllies. ... ... - 3.8 2.9 8.3 - 5.8
Head 65 earsandoverd .. .. ......_... .7 .8 15.2 14.0
Head under 65 years ¢ 3.1 2.1 1.6 4.8
Mate hoad..._.____. 3.4 2.4 8.4 55
Femalohead............ ... .. ... ..... 4 .5 8.2 . 8.7
Unrelated individuals......................... § .8 5.1 6.0
" Head 65 years and over._._._. 2 .5 6.1 9.1
Head under 65 years...... ... .. _....... 3 3 - 4.6 4.0
Maloehead.. ... ... - . 2 .3 5.5 5.8
Female head . 3 .5 4.9 6.1
Addendum: ' .
Near-poor persons.........._....... FO, 15.8 | 12,0 : 9.0 6.1
1 Near-poor h h ":ls as P t of total ber of household ln‘tho togory; near-poof persons as porunl of .

total persons. -
* Households are defined here as the total of families and unulllod individuals,
) Conslsts only of two-person families whose head is'65 years or over. All other famlilies lncluded in “heed undot 65

years,
+ All tamilles other than two-person Iamllles whose head is 65 yesrs or over. s '
Note.—Near-poverty is defined J the Social Security Administration near-poverty-income standards; it takes lntn
account family size, composition, and place of resid . Near-poverty lines are nd;ustod to take account or pnca
changes during the’ period. .
Detail wifl not necessarily add to totals because of toundmz

Sources: Department of Commerce and Depariment of Hulth, Education, and Welfare.

If the 1961-68 reductions in the number of poor persons could be ‘con-
tinued, poverty would be eliminated entirely iri about 10 years. If the record
of 1968 could be continued, poverty would be eliminated in about 5%; years.
Maintenance of these rapid reductions will become ‘increasingly- difficult
because, -as poverty declines, an increasing fraction of the remaining poor
are members of houscholds whose economic status is least affected by pros-
perity. Households headed by women with children, disabled persons, or
elderly persons accounted for 6.0 million or 59 percent of all poor households
in 1967. ’

Much of the progress in the 1960’s has been due to the lowerihg of the’
unemployment rate. As that rate fell, further declines were increasingly
effective. The hard-core unemployed, the educationally disadvantaged, ‘and’
the victims of discrimination are the last to be hired during a return to high
employment and the first to be fired during a slowdown. Upgrading the
unskilled and uneducated to fill shortages in skilled labor takes time. Con-
sequently, if high employment is maintained, these adjustments will con-
tinue to reduce poverty, but their effects will'gradually diminish. In the
absence of increased direct assistance to the poor or further reductions in”
unemployment, present annual declines m poverty must be expected to
become smaller.

The elimination of poverty will be Iong in commg if the incomes of the’
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poor grow only at the same pace as the incomes of other households. If the
real income (including transfer payments) of each poor household were to
grow at 3 percent a year—approximately the average gain for all house-
holds during normal conditions of economic growth—eliminating only half
of poverty would take 12 years for poor families and 17 years for unrelated
individuals. To shorten substantially the period needed to reduce poverty,
the incomes of the poor must grow faster than average income—some redis-
tribution to the poor must be made from the benefits of growth.

INCOME DISTRIBUTION

Only a relatively small redistribution of the benefits of growth is needed
to speed greatly the reduction in poverty. If the approximately 85 percent
of households that are not poor and receive about 95 percent of total income
are willing to make only a small sacrifice of the estimated 3 percent yearly
growth in their real income per capita, the prospects for poverty reduction
can be greatly transformed. If the increase in real income for the nonpoor
is lowered merely from 3 percent to 21/ percent a year and if that differential
of about $2.8 billion annually is effectively transferred to those in poverty,
then family.incomes for those now, poor can grow about 12 percent annually.
This redistribution would eliminate the 1967 “poverty gap” of $9.7 billion in
less than 4 years. Since any program of redistribution would be likely to
reach some of the near-poor and might raise some poor families substantially
above the poverty line before others are affected, perhaps a better projection
of the time required would be 6 to 8 years.

The rapid reductions in poverty during the 1960’s paralleled a significant
rise in the share of total family income going to the lowest income groups.
In part, this shift in distribution has been accomplished by increased em-
ployment of poor adults at higher wages.

The combined effect of the tax and transfer payment systems at all levels’
of Government also operates to redistribute income to the poor. The net
gain or burden from the public sector for any group depends on the differ-
ence between all the benefits received from government expenditures and
all the taxes paid. Many programs—Ilike national defense—have benefits that
are difficult to allocate by groups; however, the benefits of transfer pay- .
ments—such as social security benefits, welfare payments, and unemploy- .
ment-compensation—can be allocated and compared with the tax burden.
The impact of Federal, State, and local taxes and“of transfer payments on
the distribution of income in 1965 is shown in Chart 11.

The tax system by itself redistributes income away from the poor. As
a share of income, higher taxes are paid by households in the lower in-
come classes than by those with incomes between $6,000 and $15,000.
This reflects the heavy tax burden on low-income families from State and
local taxes—primarily sales, excise, and property taxes. Federal taxes also :
contribute to this burden through the social security payroll tax. '

The poor receive nearly as much from transfer payments as from all other
' §
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Chart 11
Taxes and Transfer Payrnents as Percent of -
“Income (Excludmg Tronsfers) by lncome Class, 1965
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- sources. thle these payments do not go excluswely to the poor, they do have‘

a powerful redistributive impact. The ratio of receipts to household income
(excluding transfers) is very high in the lowest income classes. As house- .
hold incomes rise, the proportion of transfexs to-other. i income falls sharply. -
When government transfer payments and taxes are combmed the con- -
centration of transfer payments in the_lower income groups much more

. than offsets their- tax ‘burden. But since- average transfer payments fall

rapidly as income nses, the excess of taxes over transfer payments as a frac-v

: tion of income nses much more: sharply from $0 to $4 000 than in higher

income classes

EDUCATION ]OBS AND TRAINING

~ Education and training measures can improve job opportunities for the

' poor and their children.
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EDUCATION AND POVERTY

Education can help prevent the children of the poor from remaining
poor when they grow up. They are already better schooled than their
parents. About three-fourths of poor youths between 16 and 21 either
are attending school or are high school graduates, whereas more than half
of their parents had no high school education. Yet these youths still have
less schooling than their more fortunate contemporaries, 90 percent of
whom are in school or are high school graduates.

Although most poor children of all ages are now in school, inferior
facilities and poorly qualified teachers lower the value of the education
many of them receive. Even schools equivalent to those of the prosperous
would not yield equal education. Poverty imposes handicaps that children -
of more prosperous families do not have.

Children of the poor are less likely to receive good health care and good
nutrition, both of which affect success in school. They are also less likely
to receive the verbal and intellectual stimulation in their early years that
prepares them to master school work. They start school somewhat behind
other youngsters, and they receive less parental assistance. Since school dces
not meet the challenge of helping them catch up, it becomes a place of
defeat, leading many to drop out.

Poor children from minority groups suffer another handicap, segregation.
More than 60 percent of all Negro pupils in the first grade attend elementary
schools in which at least 90 percent of the students are Negro. Not only
are facilities and instruction inferior in many of these schools, but studies
of educational performance suggests that segregation itself has an adverse
effect on school performance. :

'If poor children are to have equal opportunity to compete successfully
for good jobs, they need special help in the preschool years. They also
need compensatory education, with expenditures exceeding those made on
other pupils. Finally, they need financial help and other encouragement to
stay in school and continue their education.

Major efforts have been made to upgrade education provided children.
of the poor in programs such as the Elementary and Secondary Education
Act, the Economic Opportunity Act, and the Vocational Education Amend-
ments of 1968. Head Start, Title I of the Elementary Education Act, and
Follow Through are comprehensive programs, combining health care, nu-
trition, and the involvement of the child’s family, as.well as education.
Most of these special Federal efforts have been in operation for 3 years or
less. While too little experience has been gained to allow a full evaluation,
enough positive results are evident to justify continuing the programs.
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