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Transitions in Income and Poverty Status: 1985-86

INTRODUCTION

This report presents data from the complete 1985
panel file of the Survey of Income and Program Partic-
ipation (SIPP) on changes between 1985 and 1986 in
the income and poverty status of persons. Descriptions
of the SIPP program and the 1985 panel file are
contained in appendixes A and D, respectively. A similar
report issued in August 1989 presented data on income
and poverty status changes between 1984 and 1985
from the 1984 panel file. That report was Current
Population Reports, Series P-70, No. 15-RD-1, Transi-
tions in Income and Poverly Status: 1984-85.

Unlike the poverty and income data collected in the
Current Population Survey (CPS), which does not allow
analysis of change in income or poverty status for
particular individuals, SIPP data make it possible to
gauge movement along the income distribution and into
and out of poverty for the same persons in two consec-
utive years. These data enable comparisons to be made
between the characteristics of persons who remained
poor in both years, those who were able to exit poverty
between 1985 and 1986, and those who were poor in
1986, but not in 1985. Similarly, the data make it
possible to gauge the year-to-year movement of per-
sons along the whole income distribution. The universe
in this report includes only persons for whom informa-
tion was collected in all eight waves of the panel.

SIPP also enables analysis of family composition
change during the period of study and its effect on
income and poverty status. Persons in families share
resources and generally act as an economic unit. In the
CPS income reports, the focal reference groups are
families and unrelated individuals. However, the use of
the family as a reference group for income estimates
covering a 2-year period presents problems because
the composition of individual families can change over
time. In order to incorporate the effect of changes over
time in family composition into our measures of income
and poverty, the data in this report are presented for
persons rather than families. Persons are characterized
by the income and poverty status of their respective
family unit based on living arrangements each month
during the period of study.

Although there are a few differences, the definition of
income in this report is basically that used in the CPS. It
reflects money income only before taxes and does not

include the value of noncash benefits such as employer-
provided health insurance, food stamps, or Medicaid.
Differences in income concepts between CPS and SIPP
are discussed further in appendix B as well as in the
Technical Notes section.

The poverty definition used here is the official defini-
tion of poverty as determined by the Office of Manage-
ment and Budget. The official poverty definition consists
of a set of annual money income thresholds that vary by
family size and composition. Families or individuals with
income below their appropriate threshold are classified
as below the poverty level in the reference year. The
poverty statistics exclude inmates of institutions, Armed
Forces members in barracks, and unrelated individuals
under 15 years of age. The poverty thresholds used are
updated every year to reflect changes in the Consumer
Price Index. The average poverty threshold for a family
of four was $10,989 in 1985 and $11,203 in 1986.
Estimates of persons below the poverty level based on
SIPP differ from the official numbers published annually
in the Current Population Reports, Series P-60, based
on the CPS. The reasons for these differences are
discussed in the Technical Notes section.

HIGHLIGHTS

(The figures in parentheses denote 90-percent confi-
dence intervals.)

Changes in Income

* The median family income of persons in 1986 was
$27,310 (+635), 3 percent higher than the 1985
median of $26,450 (+589).

* Older persons had very stable incomes relative to
younger persons. Seventy-six (+2.7) percent of per-
sons 65 years old and over were in the same quintile
in both 1985 and 1986, compared with 61 (+3.1)
percent of persons 18 to 24 years old.

* The likelihood of moving out of the lowest family
income quintile was highly associated with level of
educational attainment. Eleven (+1.3) percent of
those not graduating high school moved up from the
lowest quintile between 1985 and 1986, while 22
(+2.3) percent of high school graduates, 29 (+3.7)



percent of persons with some college, and 37 (£6.0)
percent of persons with 4 or more years of college
moved out of the lowest quintile of the income
distribution.

Changes in Income-to-Poverty Ratios

e The ratio of a person’s family income to the poverty
threshold for a family of the same size and composi-
tion is a measure that takes account of differences in
living expenses. The mean income-to-poverty ratio for
all persons was 3.53 (+.06) in 1986, slightly higher
than the 1985 mean of 3.43 (=.06).

« For all persons, about one-fourth (23 +.9 percent)
had relatively stable incomes between 1985 and
1986; that is, their income-to-poverty ratio changed
less than 5 percent in either direction. Thirty (£1.0)
percent of the population experienced decreases
between 1985 and 1986 of 5 percent or more, while
47 (*=1.1) percent experienced increases of 5 per-
cent or more.

¢ The distribution of income-to-poverty ratios for all
persons shows that 10 (+.6) percent of the popula-
tion lived in families with incomes below their poverty
thresholds in 1986 while 42 (+1.1) percent lived in
families with incomes between one and three times
the poverty threshold, and 48 (+1.0) percent lived in
families with income three or more times greater than
their poverty threshold.

e Persons who changed residence over the 1985-86
period had a lower mean income-to-poverty ratio than
persons who remained at the same address. The
mean income-to-poverty ratio for non-movers was
3.63 (+.08) in 1986, compared with 3.23 (+.14) for
those who moved to a new address between 1985
and 1986.

« Family stability is associated with higher mean income-
to-poverty ratios. The mean income-to-poverty ratio in
1986 of persons who changed family type between
1985 and 1986 (3.00 +.21) was significantly lower
than the ratio of those with no change in family type
(3.56 +.06).

e Marital status changes are less important for men
than for women. Men who remained married across
the period had an income-to-poverty ratio in 1986 that
was not different from that of men who became
divorced in 1986. Married women with no marital
status change were in families with mean income-to-
poverty of 4.09 (+ .08), while women whose marital
status changed to divorced over the period had an
income-to-poverty ratio of 2.34 (+.22).

Changes in Poverty Status

e About 23.8 (+=2.9) percent of persons who were poor
in 1985 were not poor in 1986. This “exit” rate for the
1985-86 period was not significantly different from the
exit rate between 1984-85 of 24.5 (+2.3) percent.

e About 17.9 (*3.7) percent of persons with an income-
to-poverty ratio of 1.00 to 1.24 in 1985 became poor
in 1986, compared with only 1.8 (£.3) percent of
persons with an income-to-poverty ratio above 1.25in
1985.

 Poor persons with an income-to-poverty ratio between
.75 and .99 had a much higher exit rate in 1985—42.5
(+5.5) percent— than the poor whose ratio was
below .75—13.4 (X£2.8) percent.

e About 28.3 (+3.8) percent of Whites who were poor
in 1985 were able to exit poverty by 1986, compared
with 16.5 (+3.7) percent of Blacks and 14.8 (+6.0)
percent of persons of Hispanic origin.

e Children and the elderly were the least likely age
groups to exit poverty between 1985 and 1986.

« Changing residences was associated with a higher
poverty exit rate. About 21.5 (+3.3) percent of poor
persons who did not change residence exited in 1986,
compared with 28.6 (+5.3) percent for persons who
moved, and 37.6 (=11.4) percent for persons who
moved to a different State.

« Although poor persons in married-couple families in
both 1985 and 1986 had a higher exit rate from
poverty than persons in other stable familial living
arrangements, 52.8 (£7.0) percent of persons who
became poor in 1986 were in married-couple families
in both years.

e About 41.9 (£=17.1) percent of poor persons in 1985
who worked year-round, full-time in both 1985 and
1986 were able to exit poverty in 1986, a figure not
significantly different from the 41.5 (+8.1) percent for
persons who worked but less than year-round, full-
time in both years.

e The number of workers in the family was strongly
associated with the exit rate: only 10.2 (+2.9) percent
of the poor in 1985 whose household had no workers
in either 1985 or 1986 exited poverty in 1986, com-
pared with 33.0 (+6.1) percent of those with one
worker in both years.

YEAR-TO-YEAR CHANGES IN INCOME:
1985-86

There are several ways of analyzing changes in
income data over time. In this report we look at (a)
changes in family income of persons, without adjusting
for family size differences; (b) changes in a family’s
income quintile; (c) the distribution of income-to-poverty
ratios; (d) changes in income-to-poverty ratios over
time.

Distribution of Family or Individual Income by
Selected Characteristics: 1985 and 1986

Distributions of persons by family income for the
years 1985 and 1986 (in 1986 dollars) are shown in
table 1. The median family income in 1986 was $27,310,



3 percent higher than the 1985 median of $26,450.!
(See table A.)

Age. There were significant differences in the distribu-
tion and summary measures of family income for vari-
ous subgroups of the population in each of the years.
Persons 65 years and over were significantly more likely
to live in families with incomes under $10,000 than the

general population. (See table 1.) Twenty-nine percent
of persons 65 years and over and 38 percent of persons
75 years and over lived in families with incomes under
$10,000 in 1986, compared with only 13 percent of the
general population. The median family incomes in 1986
of persons 65 years and over was $14,500, about
one-half of the overall median.

'The data in this report are presented for persons. Income refers
to family income for persons in families and individual income for
unrelated individuals. A comparison of SIPP and CPS estimates of
median family/individual incomes of persons is presented in table K of
the Technical Note.

Table A. Median Family or Individual Income of Persons: 1985 and 1986

Median income
Characteristic 1985 1986
Number Standard Standard
(thous.) Value error Value error
AllPersons. .........ccovviiiiiiieiinnannnn. 226,477 $26,450 $368 $27,310 $397

AGE'

Under18years.............covviiiiinnnnnnnnn... 59,237 26,525 687 28,045 803
Under6years..........ccooiuiniiiiiiinnnnn. 18,123 23,941 869 25,137 1051

18to24years.........ccviiiiiiii i 25,673 27,689 1308 27,306 1193

25t0d44years. ... 71,918 28,670 694 30,269 484

45t0 64 years.........coiiiiiii e 43,888 30,881 879 30,976 781

65yearsandover ...t 25,761 14,592 610 14,500 619
75years and OVer ...........c.vviiiinnnnnnnnn.. 9,655 12,000 635 11,992 651

RACE AND HISPANIC ORIGIN

White ... 192,194 28,092 447 28,962 474

Black. ... 26,954 17,400 665 17,822 669

Hispanic? . ...... ..ot 15,705 19,297 1187 20,277 940

EDUCATIONAL ATTAINMENT
Persons 18 yearsandover...................... 167,240 26,421 228 27,053 240

Not a high school graduate . ...................... 41,126 15,398 300 15,551 319

High school graduate,no college................... 58,438 25,509 303 26,067 322

1to3yearsofcollege ........................... 38,337 32,819 405 32,962 410

4 or more years of college........................ 29,339 39,449 701 41,161 489

REGION?

Northeast............. ..ottt 45,921 28,338 1011 29,816 941

Midwest .......... .. 60,957 28,394 807 29,097 839

South ... 76,437 23,673 485 24,248 530

West. ... . 43,163 27,841 911 28,819 995

TYPE OF RESIDENCE'

Inside metropolitanarea.......................... 170,756 28,446 491 29,621 510
Inside centralcity.............................. 66,100 23,458 541 24,199 597
Outside centralcity .............ccoovvinnnn... 104,656 31,523 449 32,345 479

Outside metropolitanarea ........................ 55,721 21,951 475 22,459 483

FAMILY SIZE®

ONE PeISON . ..ottt e 28,291 12,606 463 12,849 487

TWO PEIrSONS . ... oottt 50,273 22,638 502 22,673 525

Three persons. ..., 41,321 30,133 802 30,168 790

Fourpersons...........cccoviiiiiiiiiiiinnnnn. 54,386 32,369 589 33,879 645

Fivepersons............ccoiiiiiiiiiiiiiiinnn... 29,892 31,865 828 32,917 843

SiX PersonsS Or MOre ..........oovviuvennennnnnnn. 22,313 29,512 1247 30,689 1265

' Age, region, type of residence, and family size are as of December 1985.

2Persons of Hispanic origin may be of any race.



Race and Hispanic origin. There were also differences
in distributions of income by race and Hispanic origin.2 A
significantly higher proportion of Black persons lived in
families with incomes under $10,000 than White per-
sons. Twenty-eight percent of Black persons lived in
families with incomes under $10,000 in 1986, compared
with 11 percent of White persons. The percentage of
persons of Hispanic origin in this category was 24
percent (not significantly different from that of Blacks).
The Black-to-White median family income ratios of
persons in 1986 was .62, about the same as the 1985
ratio. The Hispanic-to-White income ratio (.70) also
remained unchanged between 1985 and 1986.

Educational attainment. Family income distributions
were also very different for persons with different edu-
cational backgrounds. Of persons 18 years and over
who did not complete high school, 29 percent lived in
families with incomes under $10,000 in 1986. (See table
1.) The comparable percentages for those who gradu-
ated from high school (but did not attend college) and
those with 4 or more years of college were 10 percent
and 4 percent, respectively. In contrast, 36 percent of all
persons with four or more years of college lived in
families with incomes of $50,000 or more in 1986,
compared with 15 percent of persons with only a high
school education, and 6 percent of persons who did not
complete high school. The median family income in
1986 of persons who completed 4 or more years of
college ($41,161) was more than 50 percent higher than
the comparable median of those with only a high school
education ($26,067) and more than twice that of those
who did not graduate high school ($15,551).

Region and type of residence. Family incomes in
1985 and 1986 were somewhat differently distributed by
place of residence. By region, the South contained the
highest proportion of persons with family incomes under
$20,000. Thirty-nine percent of all persons in the South
were in this income category in 1986, compared with 30
percent of persons in the Midwest and 31 percent of
persons in the Northeast and the West. (The latter two
percentages are not statistically different). The median
family income of persons in the South was $24,248, 13
percent lower than the median family income of all
persons ($27,310).

Persons in any region who lived in a metropolitan
area were more likely to live in families with incomes
under $10,000 if they resided in central cities. Eighteen
percent of persons living in central cities had family
incomes in this category in 1986, compared with 8
percent of persons in metropolitan areas living outside

2pgrsons of Hispanic origin may be of any race but the vast
majority are included in the White category in SIPP.

central cities. The percentage of nonmetropolitan resi-
dents in this income category was not significantly
different from the percentage of central city residents
(16 percent).

Year-to-Year Changes in Family or Individual
Income Quintiles

The family income quintiles shown in table 2 repre-
sent all persons divided into five equal groups based on
their family income in 1985. Persons are further charac-
terized by whether or not they were in that same quintile
in 1986. The percentage of persons moving either to a
lower or higher quintile is also displayed. Overall, 34
percent of all persons changed to a different quintile, 16
percent moving up and 18 percent moving down one or
more quintiles. Between 1985 and 1986 individuals
were more likely to fall from the highest quintile than
they were to move up from the lowest. Of those persons
in the lowest quintile in 1985, 18 percent moved into a
higher quintile the following year, whereas, of those
persons in the highest quintile in 1985, 24 percent fell
into a lower quintile in 1986. (See table B.)

Age. These changes in family income quintiles are
further displayed by various characteristics. Table 2
shows which groups moved up in the income distribu-
tion and which moved down. For example, young peo-
ple were more likely to be moving up from the lowest
quintile than older persons. Thirty-five percent of per-
sons 18 to 24 years who were in the lowest quintile in
1985 moved to a higher quintile in 1986. The compara-
ble percentage for persons aged 45 to 64 and 65 years
and over were 13 percent and 7 percent, respectively.
These percentages reflect the general tendency of
older persons to have more stable incomes relative to
younger persons. Seventy-six percent of persons 65
years and over were in the same quintile in both years,
compared with 61 percent of persons aged 18 to 24
years.

Table B. Year-to-Year Changes in Family Income
Quintiles: 1985 to 1986

Declined

- Upper 1or Increased
Quintile Total dollar more Same | 1 or more
(thous.) limit| quintiles | quintile | quintiles

All persons. | 226,477 X) 17.8 66.5 15.8
Lowest fifth ..| 45,295| $13,109 (X) 81.6 18.4
Second fifth..| 45,296 | 22,041 15.2 62.1 22.7
Third fifth ....| 45,296 31,638 22.8 55.3 21.9
Fourth fifth...| 45,295 46,363 26.2 57.0 16.8
Highest fifth..| 45,295 (X) 23.7 76.3 (X)

X Not applicable.



Educational attainment. Changes in family income
quintiles were highly associated with level of educa-
tional attainment. Persons without a high school educa-
tion were much less likely to climb out of the lowest
quintile than other groups with higher levels of educa-
tional attainment. Eleven percent of these persons
moved up from the lowest quintile over the year, while
22 percent of high school graduates, 29 percent of
persons with some college, and 37 percent of persons
with 4 or more years of college, moved higher in the
income distribution. Conversely, of those in the highest
income quintile, those with less education were more
likely to fall into lower income categories. Thirty-three
percent of persons without a high school education but
in the highest income quintile were in a lower income
quintile in 1986 than in 1985. The comparable percent-
age for persons with four or more years of college was
17 percent.

Family size. Changes in family income were also
associated with family size. Persons who were living
alone as of December 1985 tended to have more stable
incomes than the general population over the period.
Seventy-one percent of unrelated individuals were in
the same income quintile in both 1985 and 1986,
compared with 67 percent of all persons. But of those
unrelated individuals who did change income quintile,
many became worse off. Twenty-two percent of those
who were in the second fifth fell into the lowest income
quintile, compared with 15 percent of all persons in this
quintile. Forty-eight percent of unrelated individuals in
the highest quintile in 1985 moved to a lower one in the
following year. In comparison, 20 percent of persons
who lived in a family of 5 or more persons fell from the
highest quintile to a lower one.

Distribution of Income-to-Poverty Ratios:
1985 and 1986

Interpersonal comparisons of family income are impor-
tant measures of general welfare, allowing comparison
of the flow of resources available to family members
over time. However, it does not indicate, for a given
individual, the number of other family members with
whom the income must be shared. A member of a
four-person family with total family income of $20,000 is
not as well-off as a single person making $20,000, since
this single individual need not share that income with
three other persons.

In order to measure differences in income while
accounting for changes in family size and composition,
one could use per capita family income. This would
eliminate differences based on family size, but does not
take account of economies of scale available to family
members living together, arising from the sharing of rent
and other fixed expenses which allow two people to live

more cheaply together than separately. To account for
economies of scale in the comparative measure used
here, family incomes have been adjusted by using
poverty thresholds as an “equivalence scale”.® For
example, each person in a four-person family with an
income in 1986 of $20,000 would have an income-to-
poverty ratio of 1.79 (i.e., $20,000/$11,203). A person
living alone in 1986 with an income of $20,000 would
have a much higher ratio of 3.59. A ratio under 1.00
implies that the person was below the poverty level
during the calendar year. Income-to-poverty ratios, pre-
sented in table C and in tables 3 and 4, control for family
size and economies of scale, enabling more reasonable
comparisons of economic circumstances between indi-
viduals.

Income-to-poverty ratios are useful for comparing the
economic circumstances of different groups of persons,
assuming that families share income and that the econ-
omies of scale implied by the derivation of poverty
thresholds are valid for all groups of persons. This
measure is also useful when we examine the economic
circumstances of the same person over time. In terms of
income change over time, a person’s family income
could decrease while the family’s income-to-poverty
ratio remained the same, if there was a decline in family
size. For example, the member of a four-person family
with total family income of $20,000 in 1985, who became
a member of a two-person family with total income of
$13,000 in 1986, would be characterized as having no
change in economic circumstances using income-to-
poverty ratios (the income-to-poverty ratio is 1.82 in
both cases). In terms of family income alone, this
person would be characterized as experiencing a large
decline in economic circumstances. The use of income-
to-poverty ratios, rather than family income alone, to
examine changes over time is based on the assumption
that the sharing of resources among family members
affects a person’s economic well-being. Income-to-
poverty ratios were calculated for each calendar year by
dividing the summed monthly family income of each
person by the appropriate summed monthly poverty
threshold.

The distribution of income-to-poverty ratios for all
persons shows that 10 percent of the population lived in
families with incomes below their poverty threshold.
(See table 3.) The second category, containing 42
percent of the population, included persons who lived in
families with incomes between one and three times the
poverty threshold in 1986. Twenty-nine percent had an
income-to-poverty ratio between 3.00 and 4.99, and 19

3Equivalence scales are used generally to bring the incomes of
households or families of different size and composition to the same
level of economic well-being. For information about assumptions
implicit in poverty thresholds see Orshansky, Mollie, “Counting the
Poor: Another look at the Poverty Profile”, reprinted from January
1965 in Social Security Bulletin, October 1988. Volume 51, Number
10. Pages 25-51.



Table C. Mean Income-to-Poverty Ratios of Persons: 1985 and 1986

Mean income-to-poverty ratios
Characteristic 1985 1986
Number Standard Standard
(thous.) Value error Value error
Al PErsoNS. ... ...ttt 226,477 3.43 0.04 3.53 0.04
AGE
Under 18years...........c.ooviiiiiiiiniinnnnnn.. 59,237 2.72 0.06 2.84 0.07
UnderByears............coiiiiiiiiiinnnnnnnn. 18,123 2.52 0.09 2.58 0.10
18to24years.............iiiiii 25,673 3.35 0.10 3.45 0.10
25t044years. ... 71,918 3.55 0.07 3.69 0.07
451064 years. ... 43,888 4.37 0.12 4.47 0.12
65yearsandover ........... ... ..iiiiiiiiii.. 25,761 3.25 0.18 3.16 0.13
75yearsand over .............ciiiiiiiiiiian., 9,655 3.03 0.38 2.90 0.23
RACE AND HISPANIC ORIGIN
White . ... s 192,194 3.63 0.05 3.72 0.05
Black. ... i 26,954 210 0.04 2.18 0.04
Hispanic' .. .......coiiiiii i 15,705 2.1 0.09 2.21 0.10
EDUCATIONAL ATTAINMENT
Persons 18 yearsandover ..................... 167,240 3.69 0.03 3.78 0.03
Not a high school graduate . ...................... 41,126 2.36 0.03 2.41 0.04
High school graduate, no college.................. 58,438 3.40 0.04 3.48 0.04
fto3yearsofcollege ........................... 38,337 417 0.06 4.23 0.06
4 or more years of college........................ 29,339 5.48 0.09 5.68 0.09
REGION
Northeast..............coiiiiiiiiiiiiiiiiiennn. 45,921 3.56 0.10 3.82 0.12
Midwest ... ... e 60,957 3.51 0.07 3.58 0.07
South ... e 76,437 3.16 0.07 3.21 0.07
West . oo 43,163 3.67 0.12 3.72 0.10
TYPE OF RESIDENCE
Inside metropolitanarea.......................... 170,756 3.62 0.05 3.73 0.05
Inside central city............... ... . ool 66,100 3.20 0.08 3.35 0.09
Outside centralcity ..............coovvviiina... 104,656 3.88 0.07 3.97 0.06
Outside metropolitanarea ........................ 55,721 2.87 0.07 2.92 0.07
FAMILY SIZE
Personsinfamily ............................ 194,444 3.48 0.04 3.59 0.05
No change in family size ......................... 161,444 3.52 0.05 3.66 0.05
L e L= £ o - 43,815 413 0.12 4.16 0.12
Three persons. ........oouviiiinnnennnnnn. e 33,573 3.82 0.10 3.96 0.10
FOurpersons. ..........cooiiiineiiiineennnnn. 44,408 3.51 0.09 3.76 0.1
Five personsormore ................covuun.. 39,648 2.61 0.06 2.74 0.07

'Persons of Hispanic origin may be of any race.

percent lived in families with incomes 5.00 or more
times greater than their poverty thresholds. The mean
income-to-poverty ratio was 3.53 in 1986, a figure
slightly higher than that for 1985 (3.43) as also shown in
table C. Similarly, as shown in table 1, there was a small
statistically significant change in the mean income of all
persons over this period.

Sex and age. The distribution of income-to-poverty
ratios differs significantly for various subgroups of the
population. More females than males have income-to-
poverty ratios under 1.00. A higher percentage of young
persons (under 18 years) were in families with income-
to-poverty ratios below 1.00 than other age groups.

Individuals 45 to 64 years were more likely to live in
families with income-to-poverty ratios of 5.00 or more
than those in any other age group. Over 30 percent of
these middle-aged persons were in this category. By
comparison, only 8 percent of children under the age of
6 were in families with income-to-poverty ratios of 5.00
or more.

Using income-to-poverty ratios rather than income
for comparison between groups of persons can change
their relative standing. For example, a comparison of
mean incomes in 1986 of persons 65 years and over to
persons under 18 years suggests that the elderly per-
sons are less well off. Mean family income of persons
65 years and over was $21,498 versus $33,426 for



persons under 18 years, yielding a ratio of incomes of
.64. A similar comparison using income-to-poverty ratios
changes our understanding of the relationship. Mean
income-to-poverty ratio in 1986 of persons 65 years and
over was 3.16, while that of persons under 18 years was
2.84, giving a ratio of 1.11.4 Thus, when number of
persons in the family and economies of scale are taken
into account, young persons, who tend to live in larger
families, are shown to be, on average, lower in eco-
nomic status than elderly persons.

Race and Hispanic origin. Whites were more likely to
have higher income-to-poverty ratios than Blacks or
persons of Hispanic origin. The mean income-to-poverty
ratio for Whites in 1986 was 3.72, while for Blacks and
Hispanics the mean income-to-poverty ratios were 2.18
and 2.21 respectively (these latter two ratios are not
statistically different). While the ratio of Black-to-White
mean incomes was .62 in 1986, the ratio of Black to
White mean income-to-poverty ratios was .59. Control-
ling for numbers of persons sharing family incomes
resulted in a slight decline in the measure of relative
standing of Blacks to Whites in 1986. (This is due to the
slightly larger average family size of Blacks versus
Whites.)

Educational attainment. Education plays an important
role in determining the level of the income-to-poverty
ratios; the mean income-to-poverty ratio for persons
without a high school education was 2.41, compared
with 3.48 for high school graduates, 4.23 for persons
with some college education, and 5.68 for persons with
4 or more years of college in 1986.

Region and type of residence. By region, the mean
income-to-poverty ratio was lowest for persons living in
the South, 3.21 in 1986 versus 3.58, 3.72, and 3.82 for
those living in the Midwest, West, and Northeast respectively.>
Persons living in suburban areas® had a mean income-
to-poverty ratio of 3.97, higher than the ratio of those
residing in nonmetropolitan areas (2.92) or in central
cities (3.35).

Changes in these various characteristics were asso-
ciated with changes in income-to-poverty ratios. Per-
sons who changed residence over the 1985-86 period
had a lower mean income-to-poverty ratio than persons
who remained at the same address. The mean income-
to-poverty ratio for non-movers was 3.63 in 1986,
compared with 3.23 for those who moved to a new
address and 3.28 for those who moved to a different

“This result is due in part to the assumptions implicit in the poverty
thresholds about elderly persons. Poverty thresholds are lower for
persons 65 years and over.

5The ratio for the West was not significantly different from that for
the Midwest or the Northeast.

®Suburban areas are defined as territory within metropolitan areas
but outside central cities.

State (these last two ratios are not significantly differ-
ent). These differences in mean income-to-poverty ratios
were similar in 1985 before individuals had changed
residence, suggesting that short term effects on income-
to-poverty ratio of moving were negligible. That is, on

- average, persons who moved over the 2-year period did

not improve their positions relative to persons who did
not move.

Participation in assistance programs. Persons who
participated in major public assistance programs in both
1985 and 1986 had a mean income-to-poverty ratio of
1.11 in 1986; on average, their family incomes were
slightly above their respective poverty thresholds. Major
assistance programs include Aid to Families with Depen-
dent Children (AFDC), General Assistance, Supplemen-
tal Security Income (SSl), food stamps, Medicaid, and
public or subsidized housing. Persons who never partic-
ipated in these programs during the 2-year period had a
mean income-to-poverty ratio of 3.93. Individuals who
participated in programs in 1985, but not in 1986,
experienced an increase in their mean income-to-poverty
ratio from 1.79 in 1985 to 2.02 in 1986; 59 percent of
these 1985 program participants experienced an increase
in their income-to-poverty ratio of 5 percent or more in
1986 (See table D), compared with 47 percent of all
persons. On the other hand, individuals who were not in
programs in 1985, but began participation in 1986,
experienced a decline in their mean income-to-poverty
ratio over this time (from 2.03 to 1.71), with 54 percent
of these persons experiencing a 5 percent or more
decline in their income-to-poverty ratio between 1985
and 1986, a much larger proportion than that for all
persons (30 percent).

Family size and composition. Of persons in families,
those in large families (5 or more persons) had the
lowest mean income-to-poverty ratio in 1986 (2.74).
Family size? directly affects income-to-poverty ratios
since poverty thresholds are based largely on number of
persons in a family. Consequently, when family size
increases, income-to-poverty ratios decline by defini-
tion, unless a compensating change in income occurs at
the same time. Individuals who experienced a change in
the number of family members over the 2-year period
had a slightly lower income-to-poverty ratio than those
whose family size remained the same. Forty-three per-
cent of persons whose family size changed experienced
declines in their income-to-poverty ratios of 5 percent or
more in 1986 (See table D). This compares with 28
percent of stable families. On the other hand, a smaller
percentage of those in changing families experienced
increases, 41 percent versus 49 percent of persons in
families with no change in family size.

7In tables 1 and 2, individuals were classified in the family-size
category as of December 1985. In tables 3, 4, and 5 family size is
based on most common status in each calendar year.



Table D. Distribution of Percent Change in Income-to-Poverty Ratios, by Program Participation and

Family Size: 1985-86

(Numbers in thousands)

Declined 5 percent of more Increased 5 percent or more
Change

Characteristic 20 less 20
5-19| percent than 5-19 percent
Total Total | percent| or more |5 percent Total| percent or more

PROGRAM PARTICIPATION
No change in participation . ..................... 216,960 30.0 12.8 17.2 22.9 47.0 23.5 23.5
Participated bothyears . ...................... 25,134 34.1 18.4 15.7 24.9 41.0 15.0 26.0
Did not participate both years ................. 191,826 29.5 121 17.4 22.6 47.8 246 23.2
Change in participation . ........................ 9,517 37.0 23.5 13.5 15.4 47.6 17.5 30.1
Participant to nonparticipant. .................. 5,670 248 125 12.2 15.9 59.4 21.7 37.7
Nonparticipant to participant .................. 3,947 54.3 39.1 15.2 14.7 31.0 11.6 19.4

FAMILY SIZE

Personsinfamily .......................... 194,444 30.3 12.7 175 221 47.6 23.9 23.7
No change in family size........................ 161,444 276 10.6 17.0 235 48.9 253 23.7
TWO PEISONS . .. v v vttteieeieeieeieennnns 43,815 30.6 121 18.4 28.5 40.9 22.8 18.1
Three persons. .. ......vuiinieiiineneennnnnns 33,573 27.6 9.8 17.8 24.4 48.0 22.8 25.2
Fourpersons.............c.ooiiiiiiiiiiin... 44,408 24.6 9.1 15.6 21.2 54.2 26.6 27.6
Five persons ormore ..............ccovveennn. 39,648 27.7 11.4 16.3 19.6 52.6 28.6 241
Change in family size........................... 33,000 43.3 23.1 20.2 156.5 413 17.4 23.8
Two persons in 1985, more in 1986............ 4,322 48.8 25.4 23.3 156.1 36.2 8.7 27.5
Three persons in 1985, more in 1986 .......... 5,038 52.6 28.7 23.9 16.1 31.3 13.3 18.0
Four persons in 1985, more in 1986 ........... 3,462 49.5 27.4 22.1 13.0 37.6 15.8 21.7
Five persons or more in 1985, more in 1986.. .. 3,188 36.3 11.9 24.4 21.5 422 11.2 30.9
Three persons in 1985, two persons in 1986. ... 3,078 52.3 26.8 25.5 17.8 29.9 17.8 121
Four persons in 1985, less in 1986 ............ 5,127 35.8 20.3 1565 12.4 51.8 24.6 271
Five persons or more in 1985, less in 1986..... 8,785 36.6 21.6 149 156.0 48.4 22.6 25.8

Family status or type of family® is also associated
with income-to-poverty ratios. Persons in a married
couple family the entire period had a higher mean
income-to-poverty ratio than persons in other family
types in 1986, 3.88 versus 2.24. Those who changed
family type over the period had a lower mean income-
to-poverty ratio than those who did not change, 3.00
versus 3.56.

Marital status® itself is associated with differences in
income-to-poverty ratio. Of those whose marital status
did not change over the period, persons who were
married had the highest mean income-to-poverty ratio
(4.10) while those who were separated for the entire
period had the lowest (1.95) in 1986. Persons who
became married over the period experienced an increase
in mean income-to-poverty ratio from 3.53 in 1985 to
3.95 in 1986.

These changes in marital status had a much larger
effect on the income-to-poverty ratios of women than of
men. Marital status changes had virtually no impact on
the income ratios for men, but had a large effect on the
ratios for women. Men who changed marital status to

8Persons are classified in the type of family category based on the
most common status in each calendar year.

%Persons are classified in a marital status category based on the
most common status in each calendar year.

married in 1986 experienced no change in income-to-
poverty ratio (4.06 in 1985 and 4.14 in 1986). For
women who became married, mean income-to-poverty
ratio increased from 2.99 in 1985 to 3.76 in 1986. Men
who remained married across the period had an income-
to-poverty ratio in 1986 of 4.10, while men who became
divorced in 1986 had an income-to-poverty ratio of 3.97
in 1986, not significantly different from 4.10. Married
women with no marital status change were in families
with mean income-to-poverty ratios of 4.09, while women
whose marital status changed to divorced over the
period had an income-to-poverty ratio of 2.34 in 1986.

Percent changes in income-to-poverty ratios between
1985 and 1986 (See table E) show that males who
became divorced in 1986 were more likely to experi-
ence an increase in their income-to-poverty ratio over
the period than men who remained married. Sixty-five
percent of these men experienced a 5 percent or more
increase. This compares with 46 percent of those who
were married in both years. Women who became divorced
were much more likely than men to experience a decline
in income-to-poverty ratios. Fifty percent of women who
became divorced in 1986 experienced a decline of 5
percent or more, compared with 30 percent of women
who remained married over the 2-year period.



Table E. Distribution of Percent Change in Income-to-Poverty Ratios, by Sex and Marital Status: 1985-86

(Numbers in thousands)

Declined 5 percent of more Change Increased 5 percent or more
- less
Characteristic 5-19( 20 percent than 5-19( 20 percent
Total Total percent or more| 5 percent Total percent or more
Males, 18 years and over. ....... 78,733 30.6 13.2 174 22.8 46.6 229 23.7
No change in marital status.......... 75,584 30.4 13.0 17.5 23.2 46.4 23.1 23.3
Married. . .......... ..ol 50,965 30.3 12.2 18.1 23.4 46.3 247 21.6
Widowed ........................ 1,367 323 12.7 19.7 41.5 26.1 13.2 12.9
Divorced ............c.oivveennn. 4,064 34.8 18.0 16.8 22.8 42.4 19.0 23.4
Separated ....................... 827 30.4 12.8 17.5 23.6 46.1 20.0 26.1
Never married. ................... 18,362 29.6 13.9 15.6 21.4 49.1 20.6 28.5
Change in marital status............. 3,148 35.1 19.7 15.4 13.6 51.3 18.4 32.9
Status in 1985:
Married. ......... ...l 963 33.3 16.0 17.3 171 49.5 14.2 35.3
Divorced ..........coeiiiiiint. 531 37.3 213 16.2 11.9 51.0 23.0 27.9
Separated ....................... 412 28.9 19.9 9.0 11.7 59.5 32.0 27.4
Never married.................... 1,190 38.6 221 16.5 12.0 49.5 15.0 345
Status in 1986:
Married. ........ ..ot 1,857 38.9 23.3 15.6 12.0 491 16.7 324
Widowed ........................ 178 (B) (B) (B) (B) (B) (B) (B)
Divorced ...........coovviiiint. 693 26.3 14.6 11.7 8.8 64.8 31.9 329
Separated .....................l 421 28.5 128 15.7 21.6 49.9 9.5 40.4
Females, 18 years and over ..... 88,507 30.0 13.1 16.8 24.4 45.6 22.7 22.9
No change in marital status. ......... 84,872 29.5 12.7 16.8 25.0 45.6 23.3 22.2
Married. ..., 50,042 30.1 123 17.8 23.6 46.3 245 21.8
Widowed ........................ 10,421 27.5 10.6 16.9 37.7 348 20.3 14.5
Divorced ...........coviiieeannn. 6,825 30.2 147 155 23.9 45.9 22.3 235
Separated ....................... 1,893 257 12.8 128 25.2 49.2 18.0 31.2
Never married.................... 15,690 28.9 14.2 14.7 21.4 49.7 22.7 27.0
Change in marital status............. 3,635 41.2 243 16.9 11.7 47.0 9.0 38.0
Status in 1985:
Married. . ......... ...l 1,214 71.6 42.8 28.7 10.0 18.4 7.7 10.6
Divorced ..............coevina.. 435 8.5 4.6 3.7 7.6 83.9 4.1 79.8
Separated ....................... 768 33.7 17.6 16.1 135 52.9 17.2 35.7
Never married.................... 1,171 28.6 17.9 10.7 144 57.0 7.2 49.8
Status in 1986:
Married. ......... ...l 1,787 22.0 14.0 8.1 11.2 66.7 5.6 61.1
Widowed ........................ 433 68.8 48.7 20.1 9.9 215 8.8 12.7
Divorced ............ccooevinnn. 854 49.5 24.2 25.3 17.7 32.8 13.5 19.3
Separated ....................... 561 68.6 38.9 29.8 5.7 25.7 134 12.3

Differences in mean income-to-poverty ratios were
also associated with changes in position in the family1°.
Individuals were classified by their relationship to the
reference person or householder, such as spouse,
child, other relative, or nonrelative. Persons who were
classified as spouse of the reference person had the
highest income-to-poverty ratio of any relation-to-reference-
person classification (4.13).'* The lowest (2.35) belonged
to persons who were nonrelatives. Persons who expe-
rienced a change over the period in household relation-
ship experienced, on average, a decrease in their mean
income-to-poverty ratio, from 3.15 in 1985 to 2.94 in

%Persons are classified in a relationship-to-reference-person cat-
egory based on the most common status in each calendar year.

"'The relationship-to-reference-person categories are dependent
upon family type. For example, the result that the category “spouse”
has the highest mean income-to-poverty ratio reflects the fact that this
is a married-couple family which itself has the highest mean income-
to-poverty ratios of other family types.

1986. For example, young persons moving out on their
own, changing from being a child to a householder,
experienced a decline in income-to-poverty ratio from
4.25 in 1985 to 2.97 in 1986.

Work experience and number of workers. Of per-
sons 18 years and over, those who were year-round,
full-time workers in both 1985 and 1986 had the highest
income-to-poverty ratio of any work experience group,
4.76 in 1986. Persons whose work activity increased
from not year-round, full-time to year-round, full-time
experienced an increase in income-to-poverty ratio from
3.40 in 1985 to 3.86 in 1986. Those who changed from
working year-round, full-time to not year-round, full-time
experienced a decline in their income-to-poverty ratio
from 3.77 in 1985 to 3.46 in 1986.

The mean income-to-poverty ratio ranged from 2.04
for families with no workers to 4.81 for families with
three or more workers. Persons in families that had no
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change in the number of workers had the same income-
to-poverty ratio as those that had a change in the
number of workers, however, 39 percent of persons in
families which had a change in the number of workers
experienced a decline in income-to-poverty ratio of 5
percent or more between 1985 and 1986. (See table 4.)
This compares with 28 percent of persons with no
change.

Distribution of Percent Change in
Income-to-Poverty Ratios: 1985 and 1986

Tables F and 4 show the percentage of persons who
experienced a change in income-to-poverty ratios of
under 5 percent, over 5 percent and over 20 percent.
These changes are presented by level of income-to-
poverty ratios for 1985 and by various characteristics.
For all persons, about one-fourth (23 percent) had
relatively stable incomes; that is, their income-to-poverty
ratio changed less than 5 percent in either direction.
Forty-seven percent of all persons experienced an
increase in their income-to-poverty ratio of 5 percent or
more and 24 percent had an increase of more than 20
percent. Fewer persons lived in families with a declining
ratio; only 30 percent of all persons experienced a
decline over 5 percent and 17 percent experienced a
decline of 20 percent or more.

These changes in income-to-poverty ratios in either
direction differed by level of income-to-poverty ratio in
each year. In general, persons who lived in families with
low ratios in 1985 were more likely to experience an
increase in 1986, while persons in families with higher
ratios in 1985 were more likely to experience a decline
over the 2-year period.

Persons with income-to-poverty ratios of 5.00 or
more in 1985. Eighteen percent of the population in
1985 and 19 percent of the population in 1986 were in
families with incomes 5 times the poverty threshold or
more. This represents an annual income of $27,345 or
more for a one-person family and an income of $54,945
for a four-person family in 1985; 20 percent of Whites
were in this category, compared with only 6 percent of
Blacks and persons of Hispanic origin.

Thirty-nine percent of persons in this category expe-
rienced declines in their family income-to-poverty ratio
of 5 percent or more, compared with 30 percent of the
general population. Some of the persons with income-
to-poverty ratios over 5.00 in 1985 improved their
economic well-being in 1986 relative to the general
population. Forty-two percent of persons with 4 or more
years of college increased their income-to-poverty ratios
over the period by 5 percent or more, compared with 39
percent of all persons in this category. Persons in this
category were more likely than the general population to
experience an increase in income-to-poverty ratio of 5
percent or more if they lived in the Northeast (45
percent); the comparable percentages of 35 percent for
those in the Midwest, 34 percent for the South, and 42
percent for the West were not significantly different from
that for all persons with income-to-poverty ratios over
5.00.

Persons with income-to-poverty ratios of 3.00 to
4.99 in 1985. In 1985, 28 percent of all persons were in
families with income-to-poverty ratios between 3.00 and
4.99. Persons with income-to-poverty ratios between
3.00 and 4.99 were less likely than the general popula-
tion to experience increases in their income-to-poverty
ratios of more than 5 percent: 43 percent versus 47
percent of all persons. Certain characteristics, however,
are associated with a higher than average likelihood of
improving one’s economic circumstances.

Education, highly associated with income increases
at all levels, is important for this group as well. Fifty-
three percent of persons with 4 or more years of college
experienced an increase in their income-to-poverty ratio
over the period of 5 percent or more. The comparable
percentage for persons who did not finish high school
was 34 percent.

Persons in this group living in the Northeast in
December of 1985 were also more likely to be in this
upwardly mobile group than residents of the South; 49
percent versus 38 percent in the South.

Persons in this group were also very likely to improve
their economic circumstances when family or work
experience changes occurred. Eighty-six percent of

Table F. Distribution of Percent Change in Income-to-Poverty Ratios: 1985-86

(Numbers in thousands)

Declined 5 percent of more Change Increased 5 percent or more
- less

Characteristic 5-19 | 20 percent than 5-19| 20 percent

Total Total percent or more| 5 percent Total percent or more

Allpersons .................... 226,477 30.3 13.3 171 22.6 471 23.3 23.8
Income-to-poverty ratios, 1985:

Lessthan1.00................... 23,603 25.4 13.8 11.6 22.3 52.2 12.7 39.5

100t0299..........cvviinnnn.. 97,750 26.8 1.7 15.1 21.4 51.8 23.9 28.0

300t0499..............onen, 64,147 32.3 12.2 20.1 24.4 43.3 26.3 17.0

5000rmore............ocevnnnnn 40,977 38.7 18.6 20.1 22.7 38.7 23.2 1565
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those persons who changed from living as an unrelated
individual in 1985 to becoming a member of a family
improved their income-to-poverty ratio 5 percent or
more. Changes in work experience were also very
important for this group with income-to-poverty ratio
between 3.00 and 4.99. Fifty-nine percent of persons in
this category who changed from working not year-
round, full-time in 1985 to year-round, full-time in 1986
experienced an increase in their family income-to-poverty
ratio of 5 percent or more. Seventy-one percent of
persons in families that increased the number of per-
sons working from one worker in 1985 to more workers
in 1986 experienced an increase in their income-to-
poverty ratio of 5 percent or more; 43 percent increased
by 20 percent or more.

Persons with income-to-poverty ratios of 1.00 to
2.99. Forty-three percent of the population lived in fam-
ilies with an income-to-poverty ratio between 1.00 and
2.99 in 1985. For a one-person family this represents an
annual income between $5,469 and $16,352 in 1985;
for a four-person family the comparable range was
$10,989 to $32,857. Persons in this category in 1985
were more likely than the general population to experi-
ence an increase in family income-to-poverty ratio, 52
percent versus 47 percent of all persons. However,
certain individuals in this income-to-poverty ratio cate-
gory were more susceptible to experiencing a decline in
their economic circumstances.

Blacks and persons of Hispanic origin, at least half of
whom were in families with income-to-poverty ratios
between 1.00 and 2.99 in 1985, were more likely to
experience a decline in their income-to-poverty ratio
than Whites in this category; 30 percent of Blacks and
33 percent of Hispanics versus 26 percent of Whites.
(The percentage for Blacks in this category is not
significantly different from that for persons of Hispanic
origin.) Persons who participated in major public assis-
tance programs in both 1985 and 1986 and those who
became participants over the period were also more
likely to experience a decline in their income-to-poverty
ratio of 5 percent or more; 40 and 58 percent, respec-
tively. The comparable percentage for all persons in this
income category was 27 percent.

Movers in families with income-to-poverty ratios between
1.00 and 2.99 were more likely to experience a decline
in their income-to-poverty ratio over 5 percent; 30
percent of persons who changed address and 33 per-
cent of persons who moved to a new State experienced
declines of more than 5 percent (these two percentages
were not significantly different from one another). The
comparable percentage for nonmovers was 26 percent.
Other changes were associated with falling ratios for
persons in the 1.00 to 2.99 category; changes in family
size such as changing from a three-person family to one
with more persons (50 percent), changes in family type
such as leaving a married couple family (69 percent).

Among the transitions in labor force attachment that
were associated with declining income-to-poverty ratios
were changing from year-round, full-time to not year-
round, full-time (49 percent) and from living in a family
with one worker to one with no workers (73 percent). In
general, these changes were associated with declines
in general welfare for persons of modest means over
the period.

MOVEMENT INTO AND OUT OF POVERTY:
1985-86

The preceding income section dealt with persons
distributed along the whole income distribution. This
section focuses on those persons below the poverty
level in 1985 (that is persons whose family income, or
personal income in the case of unrelated individuals,
was less than their appropriate poverty threshold—
indicated by an income to poverty ratio below 1.00).
Factors associated with an increased likelihood of exit-
ing poverty between 1985 and 1986 are discussed. Also
mentioned are some of the characteristics of persons
who had been above the poverty level in 1985 whose
income was below the poverty level the next year.

Although the majority of persons who were poor in
1985 were still poor the following year, 23.8 percent of
poor persons in 1985 were not poor by 1986 (see table
G). This poverty “exit” rate for the 1985-86 period was
not significantly different from the exit rate between
1984-85 (24.5 percent). Even though a significant frac-
tion of the 1985 poverty population was able to exit
poverty in the following year, the total number of poor
persons in 1986 was not significantly different from the
1985 figure because of the addition of persons who
were poor in 1986 who had not been poor in 1985.12
Such persons represented 22.9 percent of the poor in
1986 (See table H).

Distance Above or Below the Poverty Level

It is important to know how far above or below the
poverty level individuals are to get a notion of the
relative economic status as well as how long a house-
hold income has been above or below the poverty

250me of these persons became poor or escaped poverty not
because of a change in their personal income but because of a
change in their family status, or a combination of both. For example,
a four-person family with total income of $10,000 in 1985 would have
been poor. If one of the family members who earned $6,000 left the
family to live by him or herself, he or she would not be poor in 1986 if
their earnings did not change, while the rest of the family members in
1985—assuming no other income change—would still be poor. Changes
in family composition are discussed in more detail in the section on
family size.
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Table G. Distribution of Persons, by Poverty Status in 1985 and in 1986

(Numbers in thousands)

Total Ratio of income-to-poverty level in 1986
Ratio of income to Below 1.00 Above 1.00
poverty level in 1985

100 to 1.25 or
Number Percent Total| Below .75| .751to0 .99 Total 1.24 more
Total............coiiiii, 226,477 100.0 10.3 6.4 3.9 89.7 41 85.6
Below 1.00in 1985 ................. 23,603 100.0 76.2 52.8 234 23.8 10.3 13.4
Below .75in1985................ 15,154 100.0 86.6 72.6 14.0 134 59 7.5
75t0.99in1985 ................ 8,449 100.0 57.5 17.3 40.2 425 18.4 241
Above 1.00in1985................. 202,874 100.0 2.6 1.0 1.6 97.4 3.4 94.0
1.00t01.24in 1985 .............. 11,166 100.0 17.9 4.3 13.5 82.1 311 51.0
1.250rmorein 1985 ............. 191,708 100.0 1.8 0.8 1.0 98.2 1.8 96.5

level.’3 The gauge of distance from the poverty level
that is used here is the same as used in the previous
income section—the ratio of family income (or personal
income in the case of unrelated individuals) to the
poverty level. Persons whose income was close to the
poverty level— either above or below it—had a much
higher probability of changing statuses. For example,

3The length of the reference period is an important issue in the
analysis of poverty statistics. Whether the poverty level incomes of
these persons will continue beyond a 2-year period cannot be
assessed from SIPP data. In addition, we do not know when the
poverty spell for many of these persons began except those who
became poor between 1985 and 1986. Some studies attempt to look
at the lifetime experience of the population while other recent studies
look at very short time periods. Based on data from the University of
Michigan’s Panel Study of Income Dynamics, an ongoing longitudinal
survey in operation since 1968, about one of four persons in the U.S.
was below the poverty level at some time in the 1969-78 period. See
Greg J. Duncan, Years of Poverty, Years of Plenty, University of
Michigan 1984. About 21.8 percent of the population had income
below the poverty level in 1 to 7 of the 10 years of study, and 2.6
percent had poverty level income in 8 or more years of the 10-year
period. Other studies have looked at poverty status on a monthly basis
(using data from the SIPP) since eligibility for means-tested transfer
programs such as Aid to Families With Dependent Children (AFDC) or
food stamps are based on income (as well as other criteria) for periods

17.9 percent of persons with income just above the
poverty level in 1985 (that is with a poverty ratio of 1.00
to 1.24) became poor in 1986, compared with only 1.8
percent of persons with an income-to-poverty level ratio
above 1.25 in 1985.'4 Looking at persons who were
poor in 1985, those whose ratio of income-to-poverty
level was relatively close to the poverty line (i.e., between
.75 and .99) had a much higher exit rate in 1986 (42.5
percent) than poor persons in 1985 with a ratio below
.75 (13.4 percent).s

Overall, the majority of persons who exited poverty
between 1985 and 1986 had an income-to-poverty ratio

of considerably less than a year. Using data from the 1984 SIPP panel
file, Ruggles found that 30 percent of persons experienced at least 1
month with income below the poverty level during a 16-month period.
See Patricia Ruggles, Short Term Fluctuations in Income and Their
Relationship to the Characteristics of the Low Income Population,
Survey of Income and Program Participation working paper No. 8802,
June 1988.

41t should be noted however, that 62.7 percent of persons who
became poor in 1986 who were not poor in 1985 had a ratio above
1.25 in that year.

Sin addition, the majority of persons who exited poverty between
1985 and 1986 (63.9 percent) had an income-to-poverty ratio between
.75 and .99 even though such persons represented a minority of all
poor persons in 1985 (35.8 percent).

Table H. Distribution of Persons, by Poverty Status in 1986 and in 1985

(Numbers in thousands)

Income-to-poverty ratios in 1986

Income-to-poverty ratios in 1985 Below 1.00 Above 1.00
Total Total Below .75 .75 to .99 Total | 1.00 to 1.24 | 1.25 or more
Total ..o 226,477 23,340 14,479 8,861 203,137 9,312 193,825
Percent.................coiuit 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Below 1.00in 1985..................... 10.4 771 86.1 62.3 2.8 26.2 1.6
Below .75in1985.................... 6.7 56.3 76.0 24.0 1.0 9.6 0.6
75t0.99in1985.................... 3.7 20.8 10.1 38.3 1.8 16.7 1.1
Above 1.00in 1985 .................... 89.6 229 13.9 37.7 97.2 73.8 98.4
1.00t01.24in1985.................. 4.9 8.5 3.3 171 4.5 37.3 2.9
1.250rmorein1985................. 84.6 14.4 10.6 20.6 92.7 36.5 95.4
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above 1.25 in 1986. This, coupled with the fact that the
majority of persons who became poor had an income-
to-poverty level ratio above 1.25 would seemingly indi-
cate a substantial economic or household composition
change (beyond the addition or subtraction of a single
household member, for example) rather than a minor
fluctuation in income was the cause of the poverty
status change for the majority of both persons who
entered and exited poverty between 1985 and 1986.
This is analyzed further below.

Differences in Transition by Selected
Characteristics

Race and Hispanic origin. Poor persons who were
White were significantly more likely than Blacks or
persons of Hispanic origin to exit poverty between 1985
and 1986.1¢ About 28.3 percent of Whites who had been
poor in 1985 were able to exit poverty by 1986, com-
pared with 16.5 percent of Blacks and 14.8 percent of
persons of Hispanic origin.'” The exit rates between
1985 and 1986 for Whites, Blacks, and Hispanics (respec-
tively) were not significantly different from the compa-
rable exit rates between 1984 and 1985. Unlike poor
Blacks, a majority of the poor Whites who exited poverty
were able to raise their income above 1.25 of the
poverty level in 1986, making it less likely that they
would slip back into poverty in the subsequent year.18
Poor Hispanics who exited were about evenly divided
between those above and below the 1.25 level in 1986.

In general, for each racial or ethnic group, persons
with an income-to-poverty ratio below .75 had a lower
likelihood of exiting poverty than persons with a .75 to
.99 ratio. For example, Whites with a ratio below .75 in
1985 had an exit rate in 1986 of 19.2 percent, compared
with 41.1 percent of those with a ratio between .75 and
.99.

Age. The elderly and children were less likely to exit
poverty between 1985 and 1986 than other age groups.1®
Young adults, on the other hand, were more likely than
either of these groups to exit poverty during this period.
The exit rates were 19.1 percent for children under 18

'®Persons of Hispanic origin may be of any race but the vast
majority are included in the White category in SIPP.

"The exit rates for Blacks and persons of Hispanic origin were not
statistically different from each other.

'8This makes it less likely that Whites will slip back into poverty in
subsequent years than Blacks since persons with income above the
1.25 level had less likelihood of having poverty level incomes in
subsequent years. As an illustration, only 1.4 percent of Whites with
income above the 1.25 level in 1985 became poor by 1986, while 17.8
percent with an income-to-poverty level ratio between 1.00 and 1.24
became poor.

SFor the elderly, this relatively low exit rate was despite the fact
that about three-fourths of poor persons 65 years and over in 1985
had an income-to-poverty ratio between .75 and .99. As indicated
earlier, for the poor (regardless of age) such persons had a consid-
erably higher exit rate than persons below .75 of the poverty level.

years, 19.8 percent for persons 65 years and over, and
34.6 percent for persons 18 to 24 years.2° Young adults
were also more likely than children or the elderly to
move from poor to an income-to-poverty ratio above
1.25. The relatively transient nature of the poverty of
young adults as opposed to these other age groups is
tied to such life cycle events as new household forma-
tion, completion of education, and first career-oriented
employment, all of which can strongly affect income or
their appropriate poverty threshold.

Type of residence. A somewhat higher proportion of
poor persons living in suburban areas than central cities
were able to exit poverty between 1985 and 1986. For
the suburban poor the exit rate was 28.3 percent,
compared with 20.9 percent in central cities. The exit
rate in nonmetropolitan areas (23.8 percent) was not
significantly different from that for either cities or subur-
ban areas.

Migration. A higher proportion of persons below than
above the poverty line in 1985 moved between 1985
and 1986: 32.2 percent of the poor and 23.4 percent of
persons with income above the poverty level had a
change in address. Moving was not only associated with
higher exit rates between 1985 and 1986 for the poor,
but also with a somewhat greater likelihood of becoming
poor for persons above the poverty level in 1985. The
poverty exit rate between 1985 and 1986 was 21.5
percent for persons who did not change residence, but
28.6 percent for persons who moved, and 37.6 percent
for persons who moved to a different State.2' For
persons above the poverty level in 1985, 2.3 percent of
nonmovers but 3.8 percent of movers fell below the
poverty level in 1986.

Family size and composition. In the March CPS, the
Census Bureau collects information on the amount of
income received by each person during January through
December of the previous year. The calculation of
family income, and thus poverty status, in the CPS
assumes the family members living together in March
existed as a unit throughout the previous calendar year.
This, of course, is not necessarily true: A couple could
have married or had a child in the January or February
directly preceding the March survey, for example. Using
the data from SIPP in this report, we are able to
determine the poverty status of each person based on
their actual living arrangements each month during the
period of study. We are then able to compare changes
in poverty status of persons who did or did not have a
change in family status during the year. In this report

2The exit rate for young adults (34.6 percent) was not significantly
different from that for persons 18 to 64 years (27.0 percent).

21The exit rate for interstate movers was not statistically different
from that for all movers.
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Figure

Poverty Exit Rates in 1986 for Persons Who Were Poor in 1985,
by Selected Characteristics

ALL PERSONS

Income below .75 of poverty level
in 1985

Adults who did not work in
1985 or 1986

Persons of Hispanic origin

Black persons

Children under 18 years
Persons 65 years and over
Adults not high school graduates

Persons living in central cities

Persons in married-couple families
both years
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Persons living in suburban areas

White persons

Adults who completed
High school, no college

Persons 18 to 24 years old

Persons who moved to different
State between 1985 and 1986

Worked less than year-round,
full-time both years

Worked year-round, full-time
both years

Income between .75 and .99
of the poverty level in 1985

Adults who had completed 4
or more years of college

family status changes in composition and size are
based on the most common status during the calendar
year. For example, a person who in 1985 was single in
January through March but married in April through
December would be characterized here as married in
1985.22

Family status change can take many forms—from
being in a married-couple family in one year to a family
with a female householder with no spouse present in
the next year, or to becoming an unrelated individual
living alone. About 6.3 percent of the poor in 1985
underwent a family status change in 1986. Regardless

22gg¢ definitions section for additional clarification.

'S ©
o

28.3

28.3

37.6

41.9

42.5

57.5

of what the change entailed, poor persons who under-
went a family status change between 1985 and 1986
were much more likely to exit poverty than those who
did not have a family status change (50.1 percent
versus 22.0 percent, respectively). Particularly high exit
rates were evidenced for poor persons who became
members of married-couple families from some other
family type (59.3 percent exited between 1985 and
1986, compared with 28.3 percent of persons who
changed from married couple to other family type).
Persons in married-couple families in both years had a
higher exit rate than persons in other stable living
arrangements (27.0 percent, compared with 18.1 per-
cent for persons in other family types).
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Family status change was more common among
persons who became poor in 1986 (14.3 percent) than
among persons who were already poor (6.3 percent) or
who were nonpoor both years (4.8 percent). 23 Never-
theless, 52.8 percent of persons who became poor in
1986 were in married-couple families in both years,
compared with 42.2 percent of persons who exited
poverty during this period and 75.0 percent of persons
above the poverty level in both 1985 and 1986.

Persons in large families (those with five or more
members) had a lower exit rate than members of
smaller families (19.0 percent versus 26.5 percent,
respectively) between 1985 and 1986. About 34.2 per-
cent of the poor in 1985 were in large families. Persons
who were in families that increased in size between
1985 and 1986 had an exit rate of 27.8 percent, a figure
which was not significantly different from that for per-
sons in families with no change in size (22.8 percent) or
those in families which decreased in size (22.1 percent).24

Most persons did not change their relationship within
the household between 1985 and 1986—for example,
most people who were householders, spouses, a child
of the householder or a nonrelative in 1985 held the
same status in 1986. About 4.5 percent of all persons
(and a similar fraction of the poor) did, however, change
status, shifting, for example, from a child in their paren-
tal home in 1985 to a householder or spouse in another
household in 1986. Poor persons in 1985 whose house-
hold relationship category changed in 1986 had a
considerably higher exit rate than those with no change
in household relationship (49.4 percent versus 22.5
percent).

Educational attainment. Although 55.4 percent of poor
adults in 1985 had not completed high school, some
persons with poverty level income were found in each
educational category, including those who had com-
pleted 4 or more years of college. As years of school
completed increased, the poverty exit rate tended to
increase between 1985 and 1986. For example, for
persons who were not high school graduates the exit
rate was 20.2 percent, compared with a rate of 57.5
percent for persons who had completed 4 or more years
of college.

Many poor persons in 1985 who had not completed
high school did, however, exit poverty between 1985
and 1986. They represented 41 percent of all adults
who went from below to above poverty level income
during this period. But they were more likely than other
education groups to have exited to a near poverty level
income. For example, 87.9 percent of poor persons with

23The latter two figures are not statistically different from each
other.

24The latter rate excludes persons who were in two-person
families in 1985.

4 or more years of college who exited had income
above 125 percent of the poverty level, compared with
48.6 percent of those without a high school diploma.

Work experience and number of workers. Overall,
27.3 percent of poor persons 18 years old and over in
1985 had income above the poverty level in 1986. About
41.9 percent of persons below the poverty level in 1985
who worked year-round, full-time in both 1985 and 1986
exited poverty in 1986, a figure not significantly different
from the exit rate of persons who worked less than
year-round both years (41.5 percent). Poor adults who
did not work in either 1985 or 1986 had a low exit rate
(15.3 percent), but nevertheless represented 27.4 per-
cent of all adults who exited poverty between 1985 and
1986. Their exit from poverty could be due to the
increased earnings of another family member, a change
in family composition, receipt of income other than
earnings, or a combination of these factors.

Although 56.7 percent of adults who remained poor
in both years did not work in either 1985 or 1986, 14.2
percent either worked year-round, full-time in both years,
or increased their weeks worked between 1985 and
1986 from not working to working part-year or from
working part-year to year-round, full-time.25

Like the poor who exited poverty between 1985 and
1986, only about 1 of 4 persons who became poor in
1986 (who were not poor in 1985) had a change in their
weeks worked during this period. About 10.2 percent of
these “newly” poor persons worked year-round, full-
time in both 1985 and 1986 '‘and an additional 2.6
percent had apparently increased their work effort dur-
ing this period by increasing from part-year to year-
round, full-time worker or from not working to working.
About 25.6 percent did not work in either year, and an
additional 12.7 percent stopped working between 1985
and 1986.26 '

The number of workers in the family was strongly
associated with the exit rate for poor persons between
1985 and 1986. Only 10.2 percent of the poor whose
household had no workers in either 1985 or 1986 exited
poverty compared with 33.0 percent of those with one
worker in both years and 50.7 percent of those in
households with two or more workers in both years.

About 40.1 percent of persons who fell into poverty
between 1985 and 1986 were in families in which the
number of workers decreased during this period. An
additional 15.7 percent were in families in which there

25This is an underestimate of the proportion with increased weeks
and/or hours worked since it excludes increases within category—for
example, an increase from working 10 weeks to working 30 weeks.
26The proportion which stopped work was not significantly differ-
ent from the proportion who worked year-round full time in both years.
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was no worker in either year. The remainder either did
not have a change in the number of workers in their
families (42.6 percent) or had an increase in the number
of workers (1.6 percent).2?

Participation in assistance programs. Data in table 5
show whether or not persons participated in major
assistance programs during any month by poverty sta-
tus in 1985 and 1986.28 Care should be used in attrib-
uting causality by recipiency status to a person’s exit
from or fall into poverty since (a) some of these pro-
grams provide noncash assistance only and are not
given a cash equivalent value in determining poverty

27| this paragraph, the 40.1 percent figure was not significantly
different from the 42.6 percent figure.

28«Major assistance programs” were defined to include Aid to
Families with Dependent Children (AFDC), general assistance, Sup-
plemental Security Income (SS!), food stamps, Medicaid, and public or
subsidized housing.

status; (b) most of the programs that do give cash
assistance provide such assistance at levels far below
the poverty level2?; (c) most of these programs were not
designed to prevent a person slipping into poverty nor to
provide a mechanism for lifting them out of poverty but
rather to provide aid while persons were poor.

Since participation benefits are relatively low, poor
persons who participated both years had a low exit rate
(11.8 percent). Conversely, poor persons who went
from being a participant to a nonparticipant in assis-
tance programs had a higher exit rate (61.8 percent)
than persons who did not participate in either year (43.4
percent) or those who went from a nonparticipant to a

2°Among the States, for example, the median AFDC benefit in
1988 was about 46 percent of the poverty level in that year for a family
of three. See U.S. House of Representatives, Committee on Ways and
Means. Background Material and Data on Programs within the Juris-
diction of the Committee on Ways and Means, WMCP: 101-4 1989,
table 9, page 540.

Table |. Comparison of CPS and SIPP Poverty Rates, by Selected Characteristics: 1985 and 1986

(Estimates from SIPP based on 1985 panel file)

Percent below Percentage
it poverty level point
Characteristic difference,
CcPS! SIPP CPS-SIPP CPS/SIPP
1985
AGE
(<1 | 14.0 104 3.6 1.35
Under 18 years. .......ooiireii it iniiiieaaannens 20.7 171 3.6 1.21
181064 Yyears ........coovieiiiiiiiiiiiiiii i 11.3 7.9 3.4 1.43
B5years aNd OVEr .. .....viiiiiii i aaaaeeenaes 12.6 8.9 3.7 1.42
SEX
- L= S 12.3 9.0 3.3 1.37
Female. ... ..o e 15.6 11.7 3.9 1.33
RACE AND HISPANIC ORIGIN
Wit .. i i i e e 11.4 7.7 3.7 1.48
1 Yo 31.3 27.9 3.4 1.12
HISPANIC? . . ottt 29.0 23.5 5.5 1.23
1986
AGE
B I ] - 13.6 10.3 3.3 1.32
Under 18 years. ........ooiiiiiiiiiiiiiiininannannannnns 20.5 171 3.4 1.20
181064 Yyears ...ttt i e 10.8 7.7 3.1 1.40
B5years and OVEr ..........viiiiiiiiinrereeneareneens 12.4 9.0 3.4 1.38
SEX
.- L= 11.8 9.0 2.8 1.31
Female. ...t i e 15.2 115 3.7 1.32
RACE AND HISPANIC ORIGIN
White .. i e ittt ettt 11.0 . 7.6 3.4 1.45
BlaCK. . o ittt et e 31.1 27.3 3.8 1.14
HISPANICZ . . .o\ttt et et 27.3 23.9 3.4 1.14

1Standard errors for the 1985 and 1986 Current Population Survey poverty rates can be derived from Appendix B of Current Population Reports,

Series P-60, No. 160, Poverty in the United States: 1986.
2persons of Hispanic origin may be of any race.
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participant (20.8 percent).3° Presumably most persons
who went from a participant to a nonparticipant and
were able to raise their living standard from below to
above the poverty level, did so by increased earnings
(either their own or some other family member’s). It
should be noted that about 30 percent of the poor in
1985 did not receive any program assistance in any
month.

TECHNICAL NOTES

Computation of poverty status in SIPP and compar-
ison with CPS estimates. Official poverty data in the
CPS are based on questions on income received in the
preceding calendar year which are asked in the March
supplement. Family composition is fixed as of the
survey date and assumed to be constant over the
previous year (in the case of 1985 poverty status, the
data were collected in March 1986). In this report using
the 1985 SIPP panel, income information was collected
for each month. Family composition data was updated
on a monthly basis also. A person’s annual poverty
status was determined by comparing the sum of the
person’s monthly income (family income or unrelated
individual income as appropriate) against the sum of the
appropriate monthly poverty thresholds. If the sum of
the monthly incomes was below the sum of the monthly
poverty thresholds, the person was classified as below
the poverty level for the year.

Poverty estimates vary considerably between the
CPS and SIPP. An earlier study showed that an approach
that adjusts poverty for changes in household compo-
sition results in a poverty estimate that is about 5
percent lower than an estimate based on an approach
that does not adjust for changes in household composition.3

Other than treatment of changes in household com-
position, there are several other differences between
CPS and SIPP that should be noted in comparing results
from the two surveys. First, the shorter recall period in
SIPP results in more accurate data on the receipt of
transfer income. This difference would tend to result in
SIPP poverty estimates that are lower than CPS poverty
estimates. A second difference concerns the way in
which self-employment income is recorded. It is possi-
ble to record negative amounts in CPS, but not in SIPP.
This difference would also tend to result in SIPP esti-
mates of poverty that are lower than CPS estimates.
However, wage and salary income estimates tend to be
lower in SIPP than in the CPS. It is possible that persons
tend to report net rather than gross wage and salary
income in the SIPP. This would tend to result in SIPP
estimates of poverty that are higher than the CPS

3%n this paragraph, 20.8% was not significantly different from 11.8
percent.

3'See John F. Coder, etal., Preliminary Data from the SIPP
1983-84 Longitudinal Research File. SIPP Working Paper No. 8702.

estimates for those persons/families with wage and
salary income. It is also possible because of its more
frequent interviews that SIPP has better reporting of
intermittent income than does the CPS. If such income
tends to cluster at the lower end of the earnings
distribution, this would tend to lower the number of poor.

The data file used in this report (see appendix D for a
description) is based on persons for whom a complete
set of observations was obtained over a 2-1/2 year
period. These persons were weighted to reflect the total
population as of March 1, 1985. The total weighted
number of persons in 1985 will fall short of the indepen-
dent estimates of the total population because some
persons with positive weights are excluded from the
analysis, namely, those who died or were institutional-
ized. The total estimate for 1986 will fall short of
independent estimates for the same reasons and because
of natural increase and net migration between 1985 and
1986.

Tables | and J compare selected poverty rates and
year-to-year changes in these rates from the March
1986 and 1987 CPS (in which 1985 and 1986 poverty
statistics were collected) with the 1985 SIPP panel file
figures. In general, SIPP estimates are considerably
lower, with the CPS poverty rate for 1985 being 3.6
(%0.6) percentage points greater than the comparable
SIPP estimate.

Comparison of SIPP and CPS income estimates.
Table 1 of this report examined the distribution of family
(or individual) income in 1985 and 1986 for each fully-
interviewed SIPP respondent. Table K compares some
of these estimates with those derived from the March
1987 CPS. The reference period for both sets of esti-
mates is calendar year 1986.

Table J. Comparison of 1985-86 Year-to-Year Per-
centage Point Change in Poverty Rate
Between CPS and SIPP

Characteristic CPS! SIPP
AGE

Total......ccovviiiiii i -0.4 -0.1
Underi18vyears ...................... -0.2 -
18to64years..............cvnnnnn. -0.5 -0.2
65yearsandover.................... -0.1 0.1
SEX
Male..........ooiiii -0.5 -
Female ...................iiua.. -0.4 -0.2
RACE AND HISPANIC ORIGIN
White............ooiiiiiiii L, -0.4 -0.1
Black ............. ..., -0.2 -0.6
Hispanic?. ........ccoiiieninnannnn. -1.7 0.4

'Standard errors for the Current Population Survey figures can be
obtained from Appendix B of the Current Population Reports, Series
P-60, No. 160, Poverty in the United States: 1986.

2Persons of Hispanic origin may be of any race.
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Table K. Comparison of CPS and SIPP Estimates of Median Family or Individual Income, All Persons: 1986

SIPP CPS
Characteristic
Median income Standard error ‘ Median income Standard error

Allpersons ................ e $27,310 $208 $27,315 $98
RACE AND HISPANIC ORIGIN
L2211 = 28,962 249 29,143 117
12 - Lo 17,822 669 16,364 240
HISPaNiC! ..ottt 20,277 379 19,171 343
AGE
Under 18 years. .......ooiiiiiiiiiiiiiiiiniiiinannnnnnns 28,045 421 27,126 185
181024 YBAIS . ..o vieiier et rnateantenneenneanneanns 27,306 625 26,116 298
251044 YOAIS ... ov vttt 30,269 220 30,483 103
451064 YBAIS .. ...ttt ittt 30,976 409 32,004 180
B5years aNAd OVEr .........oviiuuneniininneeinnnneennnns 14,500 324 14,856 151

'Persons of Hispanic origin may be of any race.

The SIPP median family (or individual) income for all
persons in 1986 was $27,310, not significantly different
from the comparable CPS figure. SIPP median incomes
of Blacks ($17,822) and persons of Hispanic origin
($20,277) were somewhat higher than comparative CPS
estimates. There was no statistically significant differ-
ence between SIPP and CPS estimates for White per-
sons.

SIPP estimates of income for those under the age of
18 ($28,045) and between the ages of 18 and 24

($27,306) were higher than the comparable CPS esti-
mates, while the CPS estimate for persons 45 to 64
years old ($32,004) was higher than the comparable
SIPP figure.

USER COMMENTS

We are interested in your reaction to the usefulness
and content of this report. We welcome your recommen-
dations. If you have suggestions or comments, please
send them to: Dr. Gordon Green, Housing and House-
hold Economic Statistics Division, U.S. Bureau of the
Census, Washington, DC 20233.



