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TO THE CONGRESS OF THE UNITED STATES:

I am pleased to transmit the report on the measure of poverty, in
compliance with Section 823 in Public Law 93-380. A Poverty Studies
Task Force of the Subcommittee on Education for the Disadvantaged and
Minorities under the Federal Interagency Committee on Education was
established by the Assistant Secretary for Education to conduct the
study. It examines methods by which the measure of poverty used in the
allocation formula for Title I of the Elementary and Secondary Education
Act of 1965 may be made more accurate and current. To explore the
relevant areas in depth, the Task Force has had the support of many
Federal agencies and departments, for which we are greatly indebted.

The report discusses technical aspects of poverty measurement and lays
out the administrative, analytical, statistical, and budgetary
implications of alternative measurement schemes. We hope that this
effort will assist Congress and the various components of the Executive
Branch who are involved in deliberations about the measure of poverty
not only for the Elementary and Secondary Education Act but also for
other Federal programs and for general analytical purposes.

A series of Technical Papers will supplement the present report with
more detailed and technical material. These will be issued by the
Chairman of the Task Force as they become available.

Sincerely,

- .

Umg;zort—e AL

ecretary
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PREFACE
Section 823 of the Education Amendments of 1974 (PL 93-380) requires a

thorough study of the manner in which the relative measure of
poverty for use in the financial assistance program authorized
by Title I of the Elementary and Secondary Education Act of 1965
may be more accurately and currently developed.

The financial assistance program referred to is administered by the Com-
missioner of Education, through the Office of Education of the Department of
Health, Education, and Welfare. A prominent feature of the program is the
use of a formula prescribed by section 103 of the Elementary and Secondary
Education Act for the annual distribution of Federal funds to school dis-
tricts. The amount appropriated has increased from approximately $1 billion
in 1966 to $1.6 billion in 1976. A significant factor in the formula is the
number of school-age children 5 to 17 in poor families within each school
district.

Incorporation of the Poverty Measure in Title I

Prior to the enactment of the Education Amendments of 1974, the for-
mula which was used to determine the amount of a grant for which a local
educational agency was eligible (i.e., its "entitlement") under Title I was
based, in part, on the number of children in families having an annual
income of less than the "low-income factor." This factor was authorized to
be $2,000. (The low-income factor was $3,000 but was to be applied only
when authorization using $2,000 was fully funded. This never happened, so
$2,000 was the factor used until the 1974 Amendments.) The 1974 Amendments
revised the Title I formula and specified a new measure of low-income ~-
the Federal govermment's official statistical definition of poverty (also
known as the Orshansky poverty index, Social Security Administration (SSA)
poverty definition, the Census Bureau poverty lines, etc.). Maps showing
the geographic distribution of children aged 5 to 17 from families below the
poverty level for the Title I formula, follow this Preface.

The poverty level is only one element in the Title I formula. It is,
however, a critical element and is the subject of this study, which addresses
the accuracy and currency of the poverty measure.

In addition to this study of the measure of poverty, the Education
Amendments of 1974 mandated several other studies and special surveys which
could make possible future improvements in the allocation formula and other
aspects of the Title I programs. The following table shows the titles of
these studies, the agency responsible for their conduct, and their due dates:

Responsible Due
Study Agency Date
1. Study of purposes and effectiveness National Institute Sept. 1977
of compensatory education programs of Education

(section 821)

ix




Responsible Due

Study . Agency Date
2. Survey and study for updating Secretary of Commerce Dec. 1976 (822a)
number of children counted and Secretary of Health, June 1977 (822b)
(section 822) Education, and Welfare
3. An evaluation of the Title I Commissioner of Findings to
programs which is to include: Education be reported
(section 151) : as available

(a) Evaluations describing and
measuring program and project
impact, the most comprehensive
of which is the study of the
sustaining effects of compensatory
education on basic cognitive skills.

(b) Development and publication of
standards for program/project
evaluation.

(c¢) Provision, where appropriate,
for joint Federal/state sponsored
evaluations.

(d) Provision of technical assistance
to State Education Authorities (SEAs).

(e) Development of a system for the
P y ; :
gathering and dissemination of effective
projects, practices, and evaluation results.

4. Survey of the numbers of Commissioner of Fall 1977
economically and/or educationally Education
disadvantaged children who do or .
do not receive Title I services.
(section 417 (a)(2))

This "Participation Study" will be
incorporated under the "Study of the
Sustaining Effects of Compensatory
Education on Basic Cognitive Skills."
(section 151)

~ Related work has been mandated in two other recent legislative acts.
In the Comprehensive Employment and Training Act, the Secretary of Labor
is directed to develop and maintain comprehensive household budget data at
different levels of living, including a level of adequacy. Any such review
of the "level of adequacy" must necessarily be closely related to measures




of poverty. The Housing and Community Development Act of 1974 makes the
Secretary of the Department of Housing and Urban Development (HUD) res-
ponsible for adjustments in the poverty measure to reflect regional and
area variations in the cost of living. The Conference Report accompanying
it directs the Secretary to develop or obtain data with respect to the
"extent of poverty' by metropolitan areas and to submit such data to the
Congress as part of a March 31, 1977 report.

Scope and Performance of this Study

Coverage of this study has been broadened to include implications
of the findings of the study for the poverty-related programs of all affected
Federal departments and agencies. The Title I program of the Elementary
and Secondary Education Act is given the most detailed treatment, both to
meet the legislatively-mandated specifications for the study and also to
serve as a prime example of application of the concepts of poverty measure-
ment to Federal programs.

It is probable that a variety of poverty measures will continue to be
used for statistical and administrative purposes within the Federal govern-
ment. For this reason, an important objective of this report has been the
full discussion and documentation of the major elements of currently used
and potentially usable poverty measures. The material containing essential
supporting documentation for this study has been assembled into technical
papers. These have been written to stand alone as complete technical treat-
ments of specific subjects. They may, therefore, be repetitive when compared
to one another or to the text of the report. Similarly, within the text of
the report, some redundancy may occur. In both cases, the repetition of
material was considered to be beneficial from the point of view of complete-~
ness and clarity in the treatment of certain concepts.

This study was performed under the direct guidance of the Poverty
Studies Task Force of the Subcommittee on the Education of the Disadvantaged
and Minorities, Federal Inter-Agency Committee on Education. Technical
papers are being prepared at the request of, under the direction of, and
subject to review by the Task Force members. The study draws on material
in these papers, some of which have not been completed at the time of pub-
lishing this report. Some papers are primarily the work of one or two
persons; these are attributed to their authors. Others result from the
collective input of Task Force members or advisors and no specific attribu-
tion is given other than to the Task Force as a whole.

References relevant to this report are too numerous for a separate
listing. One can refer to Technical Paper III, "Literature Review and
Annotated Bibliography of Studies on the Measurement of Poverty'" which
contains a compilation of major sources and materials. Other pertinent
references are cited throughout the report in footnotes and in the individual
technical papers. The following listings show members of the Poverty Studies
Task Force by appropriate Federal departments and agencies, those deserving
special thanks, and the titles and authors of the technical papers.

X1



Federal Interagency Committee on Education
Subcommittee on Education for the Disadvantaged and Minorities

POVERTY STUDIES TASK FORCE

Chairman

Bette S. Mahoney
Office of the Assistant Secretary
for Planning and Evaluation
Department of Health, Education, and Welfare

id
Co-Chairman for Education
Abdul Khan

Office of the Assistant Secretary for Education
Department of Health, Education, and Welfare

David Arnaudo . Eva Jacobs
Social and Rehabilitation Services Bureau of Labor Statistics
Department of Health, Education, and Welfare Department of Labor
Richard B. Clemmer Jane Lampmann
Office of the Assistant Secretary Office of the Assistant Secretary
for Policy Development and Research for Human Development
Department of Housing and Urban Development Department of Health, Education, and Welfare

Genevieve 0. Dane Daniel Levine

Office of Education Bureau of the Census
Department of Health, Education, and Welfare Department of Commerce
William Dorfman } Nelson McClung
National Center for Educational Statistics Office of Tax Analysis
Department of Health, Education, and Welfare Department of the Treasury
Alan L. Ginsburg June 0'Neill i
Office of the Assistant Secretary Council of Economic Advisors

for Planning and Evaluation
Department of Health, Education, and Welfare Mollie Orshansky

: Social Security Administration

George E. Hall Department of Health, Education, and Welfare
Social Statistics Branch
Office of Management and Budget Israel Putnam

Community Services Administration

Stephen Hiemstra

Food and Nutrition Service Robert L. Rizek

Department of Agriculture- Agricultural Research Service
Department of Agriculture

Paul T. Hill
National- Institute for Education Gooloo Wunderlich

Department of Health, Education, and Welfare Office of the Assistant Secretary for Health
) Department of Health, Education, and Welfare

xii




Staff, Office of the Assistant Secretary

for Planning and Evaluation

George F. Grob, Staff Director

Research Assistants

Bernice Cravin
Charlene Doyle
Julie Jervey Mitchell

Program Assistant

Carolyn Solomon

Special Thanks

Department of Health, Education, and Welfare

Philip Austin
Lawrence Brown
Walton Francis
Martin Frankel
Lawrence Haber
Forrest Harrison -
Jane Lee

W. Michael Mahoney
Keith Melton
Herman Miller
Janice Peskin

Paul Planchon
David Sears

Les Silverman

Wray Smith

Stan Stephenson
John Todd

Howard Tuckman

Office of Management and Budget
Joseph W. Duncan
Milo B. Sunderhauf
Department of Housing and Urban Development

Paul Gatons

Mathematica, Inc.

Connie Citro
Jill King
Diana Zentay

Secretarial and Clerical Assistants

Vera Cotton
Janice Donaldson
Roseline B. Graves
Diane Green

Donna J. Milligan
Louise Thornes
Donna M. Saxty

Department of the Treasury

Gene Steuerle

Department of Agriculture

Thomas Carlin
J. C. Chai
Gary Perkins
Betty Peterkin

Department of Commerce

Daniel Garnick
Roger Herriot
Richard Hormseth
Jack McNeil
Renee Miller
Arno Winard

Department of Labor

Terry Finnegan
Mark Sherwood
Robert Stein

The Institute for Research on Poverty, University of Wisconsin

Killalea Associates, Incorporated
Survey Research Center, University of Michigan

Urban Systems Research & Engineering, Inc.




II.
III.

Iv.

VI.
VII.
VIII.

IX.

%I.
XII.
XIII.
XIV.
XV.

XVI.

XVII.

XVIII.

TECHNICAL PAPERS

Documentation of Background Information
and Rationale for Current Poverty Matrix

Administrative and Legislative Usages of
the Terms "Poverty," "Low Income," and
Other Related Items

Literature Review and Annotated
Bibliography of Studies on the
Measurement of Poverty

Bureau of Labor Statistics Family
Budgets Program

The Consumer Price Index

Wealth and the Accounting Period in
the Measurement of Means

In-kind Income and the Measurement of
Poverty

The 1972-73 Consumer Expenditure
Survey

Inventory of Federal Data Bases Related
to the Measurement of Poverty

(a) Non-Census Data Bases

(b) Census Data Bases

Effect of Using a Poverty Definition
Based on Household Income

Update of the Orshansky Index
Food Plans for Poverty Measurement

Geograpﬁic Differences and Relative
Poverty

Relative Measure of Poverty

Analytic Support for Cost-of-Living
Differentials in the Poverty Thresholds

Implications of Alternative Measures
of Poverty on Title I of the Elementary
and Secondary Education Act

The Sensitivity of the Incidence of
Poverty to Different Measures of
Income: School-age Children and
Families

Characteristics of Low-Income
Populations Under Alternative
Poverty Definitions

xiv

Mollie Orshansky
Social Security Administration

Poverty Studies Task Force
with assistance from Ellen Kraus

Urban Systems Research
and Engineering, Inc.

Mark Sherwood
Bureau of Labor Statistics

Jill King
Mathematica, Inc.

Nelson McClung and Eugene Steuerle
Department of the Treasury

Janice Peskin
Health, Education, and Welfare

Jill King
Mathematica, Inc.

Connie Citro, Mathematica, Inc.
Bureau of the Census

Jack McNeil, Doug Sater, Arno Winard
Bureau of the Census

Mollie Orshansky -
Social Security Administration

Betty Peterkin
Department of Agriculture

Jack McNeil
Bureau of the Census

Stanley Stephenson
Health, Education, and Welfare

Thomas Carlin
Department of Agriculture

Abdul Khan and Herman Miller
Health, Education, and Welfare

Survey Research Center
University of Michigan

+

Lawrence Brown
Health, Education, and Welfare




MAPS

Number of Children 5 to 17 Years Old Below the Poverty Level in 1969
(By Counties of the United States)

Percent of Children 5 to 17 Years 0ld Below the Poverty Level in 1969
(By Counties of the United States)

XV



UNITED STATES
DEPARTMENT OF COMMERCE GEOGRAPHY DIVISION

g

. . ?‘5 o TS e
e el
© \\' ‘

% s
7 t ) ‘4\5,\‘9\:.f ‘
b ] H i e

County

boundary
‘N
1~ Extent
of
SMSA
e
-,
.\ .
‘o o 100 200 300 00 500 MILES
e ~_ °‘~M ALSERS EQUAL AREA PROJECTION - STANDARD PARALLELS 29° and 454°

NUMBER OF CHILDREN 6 TO 17 YEARS OLD BELOW THE POVERTY LEVEL IN 1969

Preparsc by Geography Division in cooperation with Population Division, Bureau of the Cansus, U.S. Departmer
Definltions af SMSA's from Offics of Management and Budget, Executive Office of the President, February 197 BY COUNTIES OF THE UNITED STATES

Poputation data fram the 1970 Cansus of Population.



. N
4 AL
% ﬁ BOUNDARIES
g International - County
- X "——\,
e ;

D f
> Wl -
ﬂ-
3
.
\ 0 100 200 300 400 500 MRES
. o
- &v&q M ALBERS EQUAL AREA PROJECTION - STANDARD PARALLELS 294* and 45§°
~D o,
e LLa 2B *
PERCENT OF CHILDREN 8 TO 17 YEARS OLD BELOW THE POVERTY LEVEL (N 1969
Prepored by Geography Division in cooperation with Population Division, Buresu of the Cansus, U.S. Departm BY COUNTIES OF THE UNITED STATES
Definiti Wof SMSA's from Otfice of Mansgemant and Budget, Executive Office of the Presidnt, February 19

initions "
Population data from the 1970 Census of Population.



















































































































































































































































































































































































































































































































