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Income, Poverty, and Valuation of Noncash Benefits: 1993

NOTE: The estimates in this report for 1993 are
based on civilian noninstitutional population bench-
marks established by the 1990 decennial census and
adjusted for the estimated census undercount. Reports
for income years 1980 through 1992 used population
estimates based on the 1980 decennial census. Previ-
ously published data for 1992 and 1989 have been
revised using the 1990 census population controls to
improve their comparability with the 1993 estimates;
these data are denoted as “1992™ and “1989" in the
tables. (Data controlled to 1980 census-based esti-
mates are not denoted with an “r.”) All references to
changes between 1989 or 1992 and 1993 in the text
and tables are based on comparisons between the
revised estimates. Details concerning the introduction
of the new 1990 census adjusted controls can be found
in Appendix B, “Introduction of 1990 Census Population
Controls.”

The March 1994 Current Population Survey (CPS)
income and demographic supplement is the first to use
computer-assisted survey information collection (CASIC)
technology for its entire data collection process (CASIC
was introduced for monthly labor force data collection in
January 1994). Inconsistencies between 1994 CPS and
earlier data were discovered in the data review process.
As a result, 5,422 cases were identified for reinterview in
August to investigate the extent and nature of the
problem. The results of the reinterview and the conse-
quent modifications to the edit and allocation proce-
dures used for the March 1994 CPS supplement are
discussed in Appendix C, “Conversion to a Computer-
Assisted Questionnaire.” The conversion to a com-
pletely computer-assisted data collection environment
represents a major break in the March CPS data series.
As a result, data from the March 1994 CPS are not
strictly comparable to earlier years. Though compari-
sons to data from earlier years are made in this report,
caution should be used in interpreting these results. In
other words, noneconomic events may be the source of
the economic changes observed.

All demographic surveys, including the CPS, suffer
from undercoverage of the population. This undercov-
erage results from missed housing units and missed
persons within sample households. Compared to the
level of the 1990 Decennial Census, overall CPS under-
coverage is about 8 percent. Undercoverage varies with
age, sex, and race. For some groups, such as 20to 24
year old Black males, the undercoverage is as high as

about 29 percent. The weighting procedures used by
the Census Bureau partially correct for the bias due to
undercoverage. However, its final impact on estimates
is unknown. For details, see appendix E.

INTRODUCTION

This report presents data on the income and poverty
status of households, families, and persons in the
United States for the calendar year 1993. These data
were compiled from information collected in the March
1994 CPS conducted by the Bureau of the Census. The
survey consisted of approximately 60,000 households
nationwide.

This report begins with a section discussing house-
hold income followed by discussions of the earnings of
year-round, full-time workers, per capita income, income
inequality, and State income data. The second section
of this report presents poverty data cross-classified by
various demographic characteristics such as age, race,
Hispanic origin, and family relationship, including pov-
erty estimates for States. The report concludes with a
section entitled “Valuation of Noncash Benefits,” which
examines the effects of taxes, government transfers,
and various noncash benefits on income and poverty
estimates under 15 alternative (experimental) defini-
tions of income.

The official income and poverty estimates are based
solely on money income before taxes and do not
include the value of noncash benefits such as food
stamps, Medicare, Medicaid, public housing, and employer
provided fringe benefits. The “Valuation of Noncash
Benefits” section of this report discusses the effect of
taxes and noncash benefits on income and poverty.
These data were also derived from information col-
lected in the March 1994 CPS along with data from
other sources such as the Internal Revenue Service,
U.S. Department of Agriculture, Department of Labor,
Bureau of Labor Statistics, and Health Care Financing
Administration.

USER COMMENTS

This report is significantly smaller than - previous
reports in this series. We are willing to revise the table
composition in response to user comments. Unpub-
lished tabulations are available at the address below for
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the cost of photocopying only. Historical time-series
tables are also available on the INTERNET (gopher
Ccensus.gov).

We are interested in your reaction to the usefulness
of the information provided in this report. We welcome
your recommendations for improving our survey work. If
you have suggestions or comments, please fill out the
questionnaire at the beginning of this report or write to:

Charles T. Nelson

Housing and Household Economic Statistics Division
U.S. Bureau of the Census

Washington, D.C. 20233-8500

HIGHLIGHTS

(The figures in parentheses denote 90-percent con-
fidence intervals.)

Income

¢ The median household income of the United States
declined by 1.0 (+0.9) percent in real terms between
1992 and 1993.1
The median household income in 1993 was $31,241
(=$240) compared to an inflation-adjusted 1992
median of $31,553 (+$245). Although the most
recent recessionary period ended in March 1991,
household income has not yet recovered to its pre-
recessionary level of $33,585 (+$305) in 1989 (in
1993 dollars), a decline of 7.0 (+1.1) percent.

* Households located in the central cities of large
metropolitan areas (metropolitan areas of one million
or more) experienced a 3.2 (+2.1) percent decline in
real income between 1992 and 1993, from $27,498
(£9$502) to $26,622 (+$507). These households
have experienced a continuous decline in real annual
income since-1989, falling 12.0 (+2.3) percent.

* Overall, family households experienced a decline in
real median household income of 1.6 (+1.0) percent
between 1992 and 1993, declining from $38,098
($309) to $37,484 (+$342). In comparison, nonfa-
mily households experienced a 3.4 (+2.3) percent
increase between 1992 and 1993 after having expe-
rienced 2 years of declines.

* Median household income by race and Hispanic
origin remained unchanged in real terms between
1992 and 1993. Between 1989 and 1993, the real
median household incomes for all the race and
Hispanic origin groups declined.

'Changes in real income refer to comparisons after adjusting for
inflation. The percentage changes in prices between earlier years and
1993 were computed by dividing the annual average Consumer Price
Index (CPI-U-X1) for 1993 by the annual average for earlier years. See
table A-1 in appendix A for the CPI-U-X1's from 1947 to 1993.

* The real median earnings of year-round, full-time
workers, 15 years old and over, declined for males
and females alike between 1992 and 1993. The
median earnings of males declined by 2.2 (+0.7)
percent, from $31,101 (£$191) to $30,407 (+$192),
while the decline in earnings for females was 1.2
(£0.9) percent, from $22,015 (£$173) to $21,747
(£$156).2 The ratio of female-to-male earnings was
0.72 (+0.01) in 1993, comparable with the all-time
high reached in 1990.

* Based on the 2-year averages of 1991-1992 and
1992-1993, real median household income declined
significantly for the District of Columbia and three
States: Connecticut, New York, and South Carolina.
The same type of comparison shows that the median
household income increased for three States: Geor-
gia, Idaho, and Utah. The median household income
for the remaining 44 States did not change signifi-
cantly.

* Comparing the income among the States using the
3-year average of 1991-1993 shows that the median
household incomes of Alaska, Connecticut, and Hawaii,
although not statistically different from that of New
Jersey, were higher than the incomes of the remain-
ing 46 States and the District of Columbia.

* The median household income of Mississippi, although -
not statistically different from that of West Virginia,
was lower than the incomes of the remaining 48
States and the District of Columbia.

Poverty

* The number of persons below the official government
poverty level was 39.37(+0.9) million in 1993, a figure
1.3 million higher than the 38.0 (+0.9) million poor in
1992 and 6.9 million higher than the 32.4 (+0.8)
million poor in 1989.

* The poverty rate was 15.1 (+0.3) percent in 1993, not
significantly different from the 14.8 (%0.3) percent
poverty rate in 1992, but higher than the 1989 rate of
13.1 (£0.3) percent._

* While the poverty rate for children 22.7 (+0.7) per-
cent remained higher than that of other age groups,
there was no significant change in their rate between
1992 and 1993.

* There was no significant change between 1992 and
1993 in-the poverty rates for Whites, Blacks, persons
of Hispanic origin, or Asians and Pacific Islanders.
However, the number of poor persons was higher for
Whites, 26.2 (+0.8) million, and Hispanics, 8.1
(= 0.4) million.

2The difference between the decline in the earnings of males and
females was not statistically significant.



« There was no significant change in the number of
poor families between 1992 and 1993. In 1993, there
were 8.4 (+0.3) million poor families, resulting in a
poverty rate of 12.3 (+0.3) percent.

e In 1993, the incomes of poor families were, on
average, $5,960 (+$110) below their respective pov-
erty thresholds; not statistically different from the
1992 figure of $5,944 (+=$114) (in 1993 dollars).

* Based on the 3-year average 1991-1993, the poverty
rate for Mississippi, although not statistically different
from that in Louisiana and the District of Columbia
was higher than the rate in the remaining 48 States.

¢ Based on the 2-year averages of 1991-1992 and
1992-1993, the poverty rate increased in California,
Louisiana, and the District of Columbia and fell in New
Mexico.

Valuation of Noncash Benefits

* The use of a fully adjusted income definition, that is,
one that includes the effect of taxes and noncash
benefits lowered the Gini index, a measure of income
inequality, by 11.2 (=1.0) percent (from .448 to .398),
indicating a more equal distribution of income than
under the official money income definition. Govern-
ment transfers have a much more significant effect
than taxes on redistributing income.

"« Based on the official money income definition, the

median income of Black households was 59.3 (+2.0)

percent of the White median income in 1993. The use
of a definition of income that has been broadened to
include the effect of taxes and noncash benefits
results in a ratio of 65.4 (+ 1.5) percent. The ratio for
households with a householder of Hispanic origin
went from 69.4 (+2.4) percent under the official
definition, to 75.1 (*1.9) percent based on the broad-
ened definition.

* Analysis of the incremental effect of adding or sub-
tracting income sources show that when the current
income measure was modified to exclude govern-
ment money transfers (definition 2), the number of
persons below the poverty level rose sharply from
39.3 (+0.9) million to 60.6 (+1.1) million and the
poverty rate rose from 15.1 (+0.4) to 23.4 (+ 0.4)
percent.

* The effect of adding means-tested cash transfers
(primarily Aid to Families with Dependent Children
(AFDC) and Supplemental Security Income(SSl)) was
small compared with nonmeans-tested cash trans-
fers. The addition of means-tested cash transfers to
an income definition that included private sector
income and government nonmeans-tested cash trans-
fers, reduced the estimate of persons in poverty by
2.9 (%0.9) million. The poverty rate was reduced by

1.1 (*0.4) percentage points compared to a decline
of 18.4 (*=1.1) million, and the poverty rate decreased '
by 7.1 (+0.4) percentage points for nonmeans-tested
cash transfers.

INCOME

The median income of households in the United
States declined by 1.0 percent in real terms between
1992 and 1993 (see tables A and 1). The median
household income in 1993 was $31,241 compared with
an inflation-adjusted 1992 median of $31,553. Although
the most recent recessionary period ended in March
1991, household income has not yet recovered to its
1989 pre-recessionary peak of $33,585 (in 1993 dol-
lars). Real median household income has declined 7.0
percent since 1989 (see tables A and 1).

Region

Significant changes in real median household income
between 1992 and 1993 were not evident for any of the
four regions (see tables A and 1). Among the regions,
the Northeast and West regions had the highest median
household incomes ($33,747 and $33,739, respectively),
followed by the Midwest with a median household
income of $31,400, and the South with an income of
$28,441.3 .

Between 1989 and 1993, all regions experienced
significant declines in real median household income.
The largest decline was experienced by households in
the Northeast. Specifically, median household income
of the Northeast declined by 11.0 percent, the Midwest
by 6.0 percent, the South by 5.5 percent, and the West
by 6.5 percent.4 ’

Residence

Households located in central cities of large metro-
politan areas (metropolitan areas of one million or more)
were the only households to experience a decline in real
income between 1992 and 1993 (see tables A and 1).
The median income of-these households declined by
3.2 percent between 1992 and 1993, from $27,498 to
$26,622. In comparison, the median income of house-
holds located in the suburbs of large metropolitan
areas, $41,211, and that of households located outside.
metropolitan areas, $25,309, did not change. House-
holds located outside metropolitan areas have not
experienced a significant annual change in real median
income since 1986.

3The difference between the median household incomes of the
Northeast and West regions was not statistically significant.

“The differences between the 1989-1993 declines in median
household incomes of the Midwest, South, and West regions were not
statistically significant.






