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To Our Readers:

We are pleased to bring you this special issue of the Economic Policy Review, dedicated to the
proceedings of the conference “Unequal Incomes, Unequal Outcomes? Economic Inequality and
Measures of Well-Being.” The conference, held at the Federal Reserve Bank of New York on
May 7, 1999, continues this Bank’s tradition of supporting informed public discussion of

economic issues that go beyond the workings of monetary policy.

The United States has experienced an extraordinary rise in income inequality over the past few
decades. The gap between rich and poor Americans—-Iike that between skilled and unskilled
workers—has reached its highest level in the postwar era. Although the trend toward increased pay
disparity has in recent years shown some signs of abating, there is little doubt that the veal incomes

of the poor are lower today than they were twenty years ago.

While the growing divide between high- and low-income groups has received considerable attention,
its larger consequences have been less widely discussed. The organizers of this conference—Erica Groshen,
Chinbui Jubn, and James Orr of the Research and Market Analysis Group—rchose to focus on the
impact of income inequality on several broad measures of material well-being. Specifically, they
asked those presenting papers at the conference to consider whether the deterioration in income
experienced by the poor has been accompanied by a deterioration in outcomes—in health, housing,
education, and crime. Recognizing that progressive public policies have to some extent offset the
income disadvantages of the poor, the organizers wished to explove the net effects of the income gap

on individuals’ ability to secure certain very basic goods and services.

In addressing these issues, conference participants pointed to numerous improvements in the economic
prospects of the poor over the past several decades. They stressed, however, that unsettling problems
remain. For example, crime is down, but the mortality rates of the inner-city poor are still
unacceptably high. Housing affordability has improved dramatically across income groups—except

among the poorest Americans.

As a collection, the papers in this issue of the Review demonstrate the manifold ways in which
poverty undermines the material welfare and potential productivity of many of our citizens.
Accordingly, we hope that the volume will provide a fuller understanding of the canses and

consequences of income inequality and spur further research into the most effective policy responses.

-

-~

William_J. McDonough, President
Federal Reserve Bank of New York






Summary of Observations

and Recommendations

Erica L. Groshen, Chinbui Jubn, James A. Ory, and Barbara L. Walter

At last year’s Federal Reserve Bank of Kansas City sym-
posium on income inequality, Alan Greenspan suggested
that measures of income changes, however reliable, cannot
fully explain trends in the material or economic well-being
of the population. “Ultimately,” he noted, “we are inter-
ested in whether households have the means to meet their
needs for goods and for services, including . . . education and
medical care, which build and maintain human capital.”*
With these observations in mind, the Federal
Reserve Bank of New York organized this conference—
“Unequal Incomes, Unequal Outcomes?”—to focus on the
evolution of more direct measures of the material well-
being of Americans. Of particular concern was the impact
of income inequality on trends in health, housing, and
crime victimization. Conference participants also examined
some of the changes in policymakers’ responses to these
trends, especially in the areas of education financing and
local governance. Finally, the participants discussed efforts
to evaluate the social consequences of policy reforms and
offered some guidelines on the best direction for future

research and policy initiatives.
UNEQUAL OUTCOMES
HEALTH

Both Barbara Wolfe and Arline Geronimus focused on

health as a direct measure of economic well-being that

effectively draws attention to those suffering the worst out-
comes. Specifically, Wolfe spoke about the strong link
between poverty and health. According to her, in 1994
only 10 percent of children under age five in families making
$35,000 or more were in less than very good or excellent
health. By comparison, one-third of young children in
families with income below $10,000 were in less than very
good health. Moreover, in recent years the number of poor
children whose health is fair or poor has increased relative
to the number of nonpoor children in these same health
categories. In 1987, for every nonpoor child with health
problems, there were close to two children in poverty in
poor health; by 1996, that ratio had risen to 2.7.
Geronimus identified a set of young people at
particular risk of high mortality rates. She observed that
in some U.S. communities—especially urban areas in the
North—young people cannot expect to survive through
middle-adulthood. Whites generally fare substantially
better than African-Americans, yet whites in poor neigh-
borhoods in northern cities experience mortality rates
roughly comparable to those of African-Americans nation-
wide. Furthermore, among the urban African-American
poor, mortality rates worsened relative to those of
whites from 1980 to 1990. Geronimus also indicated
that circulatory disease—not homicide—has been the most
important contributor to the higher mortality rates

across all poor populations.
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Examining health issues in a special address to the
conference, Kevin Thurm noted some other disturbing
statistics. Thurm observed that infant mortality rates for
African-Americans are twice as high as they are for white
Americans; Chinese-Americans are four to five times more
likely to suffer from liver cancer than other Americans; and
Latinos and Native Americans develop diabetes at a rate

twice and three times the U.S. average, respectively.

HOUSING

In the session on housing, James Orr and Richard Peach
examined trends in housing outcomes by income group.
Orr and Peach indicated that there has been a substantial
improvement in the physical adequacy of the housing stock
over the past few decades, particularly for households in the
lowest income quintile. Neighborhood quality for all
income groups has also improved, although sharp differences
in quality continue to exist across the groups. In one
important respect, however, lower income households are
worse off than before—housing costs now absorb a larger
share of their income.

Joseph Gyourko and Joseph Tracy reported that the
cost of good housing has risen for low-income individuals.
The National Association of Realtors affordability index
shows that affordability conditions are better today than at
any time in the past twenty-five years. However, Gyourko
and Tracy’s analysis suggests that this finding may not
hold for low-skilled workers at the bottom of the income
distribution. The real incomes of these households have not
fully recovered to the levels reached before the 1990-91
recession, yet the constant-quality price of the housing
bundle they typically consume has continued to rise in the
1990s. Therefore, to afford a single-family home, these
households must be increasing the number of hours

worked or shifting down to lower quality housing.

CRIME

Turning to another measure of well-being, Steven Levitt
examined the changes in the relationship between income
and crime victimization over time. He argued that the poor
suffer disproportionately more from property crime today

than they did twenty years ago, possibly because of the

increased reliance on theft-prevention devices by higher
income groups. Levitt also indicated that, in stark con-
trast to property crime, homicide appears to have become
more dispersed across income groups, at least based on
neighborhood-level data for Chicago. For whites, neigh-
borhood median family income is no longer a predictor of
homicide victimization rates—a factor that may explain
the increase in the fear of crime across income levels when
the crime rate has actually fallen sharply. For blacks, the
link between income and crime victimization is found to

be only one-third as strong as it was in 1970.

POLICY RESPONSES
Several speakers looked at policy responses to the widen-
ing of income inequality in state and local communities.
Much emphasis has been placed—correctly so, according to
conference participants—on improving education as a way
to increase the mobility of disadvantaged Americans. One
policy strategy adopted by states has been school finance
reform, aimed at providing greater equality in the caliber
of education received.

Thomas Downes and David Figlio examined the
empirical evidence on the relationship between school
finance reform and student outcomes, reviewed the eco-
nomic literature in this field, and presented new evidence
of the effects of reform on community and school composi-
tion. They argued that if one’s goal is to reduce income
inequality substantially, one should not look to school
finance reform as a particularly effective policy instrument.
Even the most optimistic estimates of the impact of school
finance reform on the distribution of student performance
indicate that these effects are relatively small. Furthermore,
Downes and Figlio noted that these small gains may come
at a cost—the movement of higher income families into
private sector schools, a development that would lead to
less diversity within the public schools.

The papers by Edward Glaeser and Matthew Kahn
and by Edwin Mills examined the extent to which local
government policies can reduce the effects of rising income
inequality. Glaeser and Kahn contended that the future
scope of city-based redistributive policies is limited. An

important way in which policymakers work to reduce
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inequality is by redistributing income from the wealthy to
the poor, channeling income tax revenue into spending on
welfare and other services. The authors suggested, however,
that New York City and other cities have had to scale back
their redistributive policies. New York City’s evolution
from a manufacturing city to a service city accounts for
more than one-third of the reduction in redistribution,
because businesses in the service sector are more mobile
and are therefore harder to tax than those in manufactur-
ing. In addition, Glaeser and Kahn documented a more
general decline in the relationship between land area and
redistribution. In 1970, cities with greater land area
tended to redistribute more income, but by 1990 this
connection was no longer evident. Glaeser and Kahn
attributed this change to an erosion in the market power of
large cities and observed that increased mobility and the
existence of edge cities have contributed to a decline in the
monopoly power once enjoyed by large cities.

Using a slightly different approach, Mills consid-
ered not only the competition between cities, but also the
competition between cities and the surrounding areas—the
suburbs. He noted that rising income inequality tends to
lead to greater income disparity between the suburbs and
the central cities because the rich are more likely to move
to the suburbs. In addition, business suburbanization has
occurred because modern transportation and communica-
tion technologies have reduced the costs of moving people,
goods, and messages over considerable distances. Moreover,
some central business districts have become so large as to
exhaust the advantages of locating there. However, Mills
suggested that the movement of businesses away from central
cities began to change around 1996. Tighter labor markets
have induced U.S. businesses to locate in central cities
for the same reason that these businesses have been
going to Mexico and East Asia—namely, the availability of
relatively low-wage workers. Mills also cited the dra-
matic fall in central-city crime rates in the 1990s and new
legislation allowing cities to limit “brownfields liability”—
the liability of businesses for environmental damage that
occurred before their occupation of a site—as developments
that have made it easier for businesses to return to the

central cities.

FUTURE CHALLENGES
Most of the papers and discussions underscored the challenges
faced by economists and others who undertake to measure
well-being and inequality and to identify inequality’s causes
and effects. The presentation by Marcia Meyers and Irwin
Garfinkel addressed some of these challenges. Their project—
the New York City Social Indicators Survey (SIS)—uses social
indicators to track economic well-being and inequality. By
pushing beyond the limitations of current data sources, SIS
will enable the authors to collect the data necessary to define
inequality in concrete terms and evaluate whether New York
City is becoming more or less unequal. Significantly, it
will also shed light on what effect government policies
have on inequality’s magnitude and consequences.

In another examination of policy challenges,
Katherine McFate emphasized that we must do more than
simply worry about the effects of poverty on those Americans
who fall below some minimum income level. Rather, policy in
the future should focus more broadly on the fact that too
much inequality of income and wealth is, in and of itself, a
serious problem. In McFate’s view, when the social distance
between the highest and lowest income levels is too great, the
trickle-down method becomes an ineffective way to reach
those at the lowest level. In addition, McFate argued that too
much inequality may undermine the legitimacy of our eco-
nomic system and the functioning of our political systems.

Timothy Smeeding echoed McFate’s sentiments,
advocating the need to examine further the effectiveness of
policy responses to inequality. Smeeding identified three
broad categories of policy responses worthy of study: policies
aimed at investing in public goods to enhance human capital,
policies that reward socially acceptable actions and provide
economic mobility by increasing incomes (such as earned
income tax credits), and policies that assist those individuals

with the most serious physical and mental disabilities.

*Opening Remarks, reprinted in Income Inequality: Issues and
Policy Options. Federal Reserve Bank of Kansas City Symposium
Series, 1998.

The views expressed in this summary are those of the authors and do not
necessarily rveflect the position of the Federal Reserve Bank of New York or
the Federal Reserve System.
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SESSION 1

HEALTH STATUS OF CHILDREN AND
HOUSEHOLDS IN POVERTY

Papers by
Barbara 1.. Wolfe

Avrline T. Geronimus

Commentary by
Carol Rapaport






Poverty, Children’s Health,
and Health Care Utilization

Barbara L. Wolfe

Socioeconomic status influenced the health of childyen.
Low birthweight and infant mortality vates were higher
among the children of less-educated mothers than among
children of more-educated mothers. Infants born to
mothers who did not finish high school were about
50 percent more likely to be of low birthweight than
infants whose mothers finished college.

Children in higher income families are less likely
than poor children to be without a regular source of
health care. However, insurance coverage makes a real
difference for poor children in terms of access to health
care. Among all poor children under six years of age,
21 percent of those without health insurance had no
usual source of care, compared with 4 percent of poor
children covered by insurance.

—National Center for Health Statistics, 1998

The issue of the links between poverty, health, and access
to medical care is one that has received considerable atten-
tion from a variety of perspectives.' Health influences most

other activities of life, from the ability to engage in learn-

Barbara L. Wolfe is a professor of economics and of preventive medi-
cine and director of the Institute for Research on Poverty, University of
Wisconsin-Madison. The views expressed are those of the author and do
not necessarily reflect the position of the Federal Reserve Bank of New
York or the Federal Reserve System.

ing to the ability to enjoy life itself. It is therefore not sur-
prising that all societies should be concerned about varying
levels of health among their members, especially their
youngest members, and about the allocation of the most
visible means by which health is thought to be influ-
enced—medical care. This paper explores the ties between
poverty and health for children, paying particular attention
to the potential ways that society, through health insurance,

can affect health status and health care delivery systerns.2

LEVELS AND TRENDS IN POVERTY

AND HEALTH STATUS
In order to assess empirically the links between poverty,
health status, and health care access, we need at least one
reliable and valid measure of children’s health status.” One
consistent and available indicator of health status in rela-
tion to poverty over time is self-reported health status.
This is the primary health indicator used in this paper. It is
taken from the National Health Interview Survey (NHIS)
for 1984, 1990, and 1995, and is also available for the
National Medical Expenditure Survey (NMES) and Medi-
cal Expenditure Panel Survey (MEPS), making it particu-
larly useful for our analysis.

The NHIS data on self-reported health status by
poverty status indicate that between 1984 and 1990 the

percentage of children, both poor and nonpoor, who were
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reported to be in very good or excellent health increased
(Table 1).4 Between 1990 and 1995, however, this pat-
tern no longer held for poor children: the proportion
under the age of seventeen in very good or excellent
health decreased. Among poor children aged zero to four
years, the decrease was greater. At the same time, the
proportion of nonpoor children in very good or excellent
health continued to increase. Chart 1, which shows the
proportion of children reported to be in very good or
excellent health in 1994, suggests a clear association
between income and health. Both Table 1 and Chart 1
suggest that poor children are now in worse general
health than nonpoor children, and that this pattern has
intensified in recent years.

The ratio of poor to nonpoor children reported to
be in poor/fair health in the 1987 NMES and 1996 MEPS
corroborates these findings. The ratio was 1.95 for children
in 1987, but by 1996 it was 2.7, indicating that the under-
lying health status of the population is increasingly differ-
entiated according to poverty status.

Another indicator of health—blood-lead levels—
also suggests a high correlation between poverty and poor

health. The proportion of children aged one to five years

Table 1

PERCENTAGE OF CHILDREN UNDER AGE EIGHTEEN
IN VERY GOOD OR EXCELLENT HEALTH

By Age and Poverty Status, Selected Years

Age and Poverty Status 1984 1990 1995
Children aged zero to seventeen years
Total 78 81 81
Poverty status
Below poverty 62 66 65
At or above poverty 82 84 85
Children aged zero to four years
Total 79 81 81
Poverty status
Below poverty 66 69 66
At or above poverty 82 84 86
Children aged five to seventeen years
Total 77 80 81
Poverty status
Below poverty 60 64 64
At or above poverty 81 84 85

Source: National Health Interview Survey (1984, 1990, 1995).

Note: Poverty status is defined according to the federal poverty line for the year
indicated.

with high levels of lead in the blood is far greater among the
poor and near-poor than among children in higher income
families. In 1988-91, more than 16 percent of children in
families with incomes below 130 percent of the poverty line
had blood-lead levels above 10 micrograms per deciliter, com-
pared with slightly more than 5 percent of children living in
families with incomes at 130 to 299 percent of the poverty
line and 4 percent among children in higher income families
(U.S. Department of Health and Human Services 1998).5

Such evidence clearly suggests a high correlation
between poverty and poor health, a growing gap between
the health status of the poor and the nonpoor from 1984 to
1996, and some indication of an increase in the percentage
of children in poor health in the last few years. An alterna-
tive explanation for the decline in health status among the
poor is that the increasing inequality of income causes poor
health among those with the lowest income, but recent evi-
dence at the individual level does not support this hypoth-
esis (see, for example, Mellor and Milyo {19991 and the
references they cite).

Does the existing evidence point to an intensifica-
tion of the link between poverty and poor health? This
question is difficult to test.® However, two links can be

examined: (1) the living conditions associated with

Chart 1

U.S. Children under Age Eighteen in Very Good
or Excellent Health, by Family Income, 1994

Less than $10,000- $20,000- $35,000

$10,000 $19,000 $34,000 or more

Percent
100

90 88

80 74 77

60 —

20 —

0L L
Age: Under five

Age: Five to seventeen

Source: U.S. Department of Health and Human Services (1998).
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poverty, which might create risks to a child’s health,
and (2) the link between poverty and access to health care.
These links are discussed below.

A U.S. Bureau of the Census report (Short and
Shea 1995) indicates that there are higher levels of condi-
tions that increase the risk of accidents, injury, and illness
among the poor than among the nonpoor (Table 2). For
example, persons who are poor are about twice as likely as
the nonpoor to have a leaking roof, a broken window, or
exposed wiring, and are nearly three times as likely to
have rats, mice, and/or roaches, as well as plumbing that
does not work. They are about twice as likely to report
that they are afraid to go out, that they view crime as a
problem, and that there are rundown or abandoned struc-
tures in their neighborhood. The poor are also nearly eight
times as likely to report that they did not have enough food
in the past four months. All of these conditions create a

higher risk of disease and injury.’

Table 2
LIVING CONDITIONS AMONG THE NONPOOR AND POOR, 1992
Percent

Persons in Persons in
Families Families
Who Are  Standard ~ Who Are  Standard
Conditions Nonpoor Error Poor Error
Housing conditions
Upkeep problems
Leaking roof or ceiling 8.5 0.17) 15.8 (0.58)
Toilet, hot water
heater, plumbing
not working 4.8 0.13) 12.0 0.51)
Broken windows 8.2 (0.17) 18.6 (0.61)
Exposed wiring 1.3 0.07) 4.0 0.31)
Rats, mice, roaches 13.9 0.21) 39.4 (0.77)
Holes in floor 0.8 (0.05) 4.8 (0.34)
Cracks or holes in
walls or ceiling 4.1 0.12) 13.5 (0.54)
Neighborhood conditions
Neighborhood safe 93.0 (0.16) 78.1 (0.66)
Home safe from crime 95.0 (0.13) 85.0 (0.57)
Afraid to go out 8.7 (0.17) 19.5 (0.63)
Crime a problem 16.3 0.23) 30.4 (0.49)
Trash/litter 10.0 (0.18) 22.7 (0.66)
Rundown/abandoned
structure 9.6 (0.18) 18.8 (0.62)
Food adequacy
Food adequacy in past
four months
Enough food 98.6 0.07) 89.0 (0.49)
No days without food
last month 94.3 (0.14) 85.2 (0.55)

Source: Short and Shea (1995).

LEVELS AND TRENDS

IN HEALTH CARE COVERAGE
In this section, we explore health care coverage by health
status among the poor and nonpoor populations, asking
whether there has been a trend in coverage. In the following
sections, we explore the role of health insurance in deter-
mining equity in the utilization of medical expenditures.

Chart 2 reports the trend in health insurance cov-
erage for all children from 1987 to 1997. It shows three
complementary trends: a U-shaped pattern in the propor-
tion of children covered by private-employer—based cover-
age; a general increase in the proportion of children covered
by Medicaid, which peaked in 1993 and subsequently
declined; and an overall small increase in the proportion of
children without coverage—the proportion being highest
in the latest year shown.

Chart 3 illustrates the coverage of poor children
by age, compared with all children. Children who live in
poor households lag behind in every age group, especially
the twelve-to-seventeen-year-olds; overall, poor children

are 70 percent less likely than all children to have private

Chart 2

Health Insurance Coverage Status for U.S. Children
under Age Eighteen

Percent
70

Private-employer—based insurance

\ /
60 \/

50

40

30

Medicaid
b L LT
20 . --"'-“‘ ..."'---..
TTLLL] Not covered
10
0L 1 | 1 | | | | | | | |

1987 88 89 90 91 92 93 94 95 96 97

Sources: Unpublished tabulations provided by the U.S. Census Bureau to the
Annie E. Casey Foundation; Health Insurance Coverage Status and Type of
Coverage by State—Children under 18: 1987-1997 (Table HI-5).

Note: Persons are as of March of the following year.
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Chart 3

All U.S. Children and Poor U.S. Children Covered by Health Insurance, Private Insurance, and Medicaid, 1997

Percent - All ages

Under six years |:| Six to eleven years - Twelve to seventeen years

100

All U.S. Children

85.0 85.6 86.1
80

Poor U.S. Children

66.7
61.6

60

51.5

40

20

Total covered Private insurance Medicaid

Source: http://www.census.gov/hhes/hlthins/hlthin97/hi97¢t7 heml.

coverage. Children under the age of eleven in poor house-
holds are about three times as likely as all children to have
Medicaid coverage.

The lack of coverage seen among poor children
(23.8 percent in 1997) may at first glance seem surprising:
there have been significant expansions of eligibility for
Medicaid since 1988, and most children living in families
with incomes below the poverty line are now eligible.8 A
recent study of take-up rates among eligible children,
using the MEPS data, found that 22 percent were unin-
sured (Selden, Banthin, and Cohen 1998). Children who
were made eligible by recent expansions were uninsured in
higher proportions than children made eligible through
Aid to Families with Dependent Children (AFDC, or wel-
fare). Ignorance of eligibility, stigma tied to a program
associated with welfare, low reimbursement, and limited
access to providers may all lie behind these low take-up rates.”

Is there evidence that coverage makes a difference?
Chart 4 presents the proportion of children who did not
have any contact with a physician over the past twelve
months, by income and insurance coverage. First, it shows
that for every group, regardless of income, there is a very
large difference in access to medical care depending on

whether or not the child is insured (as measured by one or

20.0 1g.g 205 211

Medicaid

Private insurance

Total covered

more provider contacts). Second, it indicates that the dif-
ferential increased over time. Third, it shows that the dif-
ferential probability of not using any care is far, far greater
among the poor than the near-poor or the nonpoor. In
1993-94, 21.5 percent of poor uninsured children did not
see a provider over a twelve-month period, compared with
7.9 percent of poor insured children—a ratio of 2.7.
Within one year, the ratio had climbed to 2.8; 23.3 percent
of poor uninsured children had not seen a provider in
twelve months. Even among children with “special health
care needs”—defined as those who have or are at increased
risk of a chronic condition and require more medical care
than children in general—those who are poor and unin-
sured use much less care than similar but insured children.
For example, these uninsured children are four times less
likely to have a usual source of care and are nearly three

times as likely to report unmet health care needs (Chart 5).

ESTIMATES OF THE ROLE OF INSURANCE
IN INFLUENCING HEALTH CARE
EXPENDITURES
A major goal of this paper is to explore the role of insur-
ance as a determinant of inequality in the utilization of

medical care.'® We analyze the importance of insurance
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Chart 4

U.S. Children without a Physician Contact within the
Past Twelve Months, by Poverty Status and Health
Insurance Status

Poor insured |:| Near-poor insured |:| Nonpoor insured
- Poor uninsured - Near-poor uninsured - Nonpoor uninsured
Percent
25 233

1994-95

1993-94

Source: U.S. Department of Health and Human Services.

coverage through the use of regressions on the determi-
nants of medical expenditures, employing the most recent
data on medical care use available in a nationwide survey.
We examine the importance of different types of insurance
(public or private) for children in good to excellent health
and for children with significant health care needs. Ulti-
mately, we wish to ask two questions: Would shifting from
no coverage to public or private coverage equalize medical
care utilization? And which form of insurance would lead
to greater equalization?

As noted above, data are from the MEPS, which is
part of the national survey series on the financing and use
of medical care in this country. Its initial sample, drawn
from the NHIS, comprises 10,500 households. Five inter-
views over two-and-a-half years are planned. We use only
the first wave of data in this study. The survey, conducted
by the U.S. government, contains data on the individual
health, health insurance status, health care utilization, and
socioeconomic characteristics of the individuals and their
immediate family members.

Unfortunately, the MEPS has not yet released
medical expenditure data. However, it does report utiliza-
tion of health care, using many measures identical to those

used in the 1987 survey, NMES, which is part of the same

Chart 5

Access to Care for Low-Income U.S. Children
with Special Health Care Needs, 1994

Uninsured

- Insured

40
34.5

30

20 —

Number of average
annual physician contacts

Percentage with unmet
health care needs

Percentage without
a usual source of care

Source: Newacheck et al. (1998).

series (for example, office visits to a physician and number
of hospital admissions). In order to measure utilization, we
use NMES data on the relationship between expenditures
and utilization. Specifically, we perform an ordinary least
squares regression of medical expenditures on the measures
of utilization that the NMES and MEPS have in common:
office-based and non-office-based doctor visits, outpatient
visits, hospital admissions, hospital nights, dentist and
orthodontist visits, emergency room visits, and an indicator
for prescription drug purchase—with controls to take into
account regional differences in costs. We then apply the esti-
mated coefficients to the measures of utilization in both data
sets to predict expenditures.11 These predicted expenditures
become our measurement of interest for the study.'?

In our estimates of the determinants of total medi-
cal expenditures (our measure of utilization), the control or
conditioning variables, in addition to type of insurance
coverage, are age, race, whether living in an urban area,
health status, and interaction variables for health status and
insurance status.'> We also separately conduct estimates
for subgroups defined by self-reported measures of health
status. Our health needs measure has two components: a
self-reported, five-item health scale and the presence of at

least one limitation. We retain the two lowest categories on
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the scale as our measure of poor/fair health (see Vanness and
Wolfe {19971 and Wolfe and Vanness {1999} for more on
the data set and the approach). We add to poor/fair health
the presence of a significant limitation. Insurance is
assigned to the individual children on the basis of
responses to the questions on coverage asked in the first

round of the survey.14

INSURANCE COVERAGE

Before moving to our regression estimates of the deter-
minants of medical expenditures, we determine which
children have insurance coverage according to the
1996 MEPS data (Table 3). Overall, the table suggests
continued disparity in coverage between children who
are poor and those who are not poor, a picture that is
similar to the one presented in Chart 3, which is based
on Current Population Survey data and not linked to
utilization data.!” Specifically, the table shows the fol-
lowing patterns:

* Poor children are less likely to have coverage than
nonpoor children; in 1996, the ratio overall was
1.66 to 1.

® The probability that children in poor health have
coverage is somewhat greater than that for children
in good or excellent health.

® The group of children least likely to have coverage
are those in poor families in good to excellent
health. More than 22 percent of these children are

Table 3
HEALTH INSURANCE STATUS OF CHILDREN
Children Children
without Need with Need All Children

Nonpoor  Poor Nonpoor  Poor Nonpoor  Poor

Weighted proportions (percent)

Private 74.48 15.99 64.84 10.70 74.02 15.44
Public 12.28 61.72 22.65 70.50 12.78 62.64
None 13.24 22.29 12,51 18.80 13.21 21.92
Frequency counts

Private 2,407 145 105 14 2,512 159
Public 543 660 56 95 599 755
None 551 263 28 29 579 292

Toral 3,501 1,068 189 138 3,690 1,206

Source: Medical Expenditure Panel Survey (1996).

uninsured, compared with 13 percent of nonpoor
children in good to excellent health.

® The group most likely to have public coverage are
poor children with health care needs (children in
fair or poor health or with a significant limitation).
They are also the group least likely to have private
insurance. This may reflect Medicaid expansions,
especially those through Supplemental Security
Income for severely disabled children, as well as
enrollment of children who are hospitalized at the
site of care.©

¢ Even children with health care needs have very high
probabilities of being uninsured (nearly 19 percent).

EXPENDITURES

The tabulations of expected expenditures by current insur-
ance status are reported in Table 417 Overall, children’s
expenditures are relatively low; the average expenditure is
$607 (see appendix). Differences are considerable, with a
standard deviation of nearly $2,400. Expenditures differ by
poverty status, they differ dramatically by health status, and
they differ by the presence or absence of insurance coverage:

* Regardless of the type of insurance coverage, poor
children have lower average expenditures than non-
poor children among children in good health.

¢ Children without coverage have far lower expenditures,
on average, than children with coverage. Within
poverty and health subgroups, the absolute average
difference in expenditures ranges from nearly $300 to
more than $3,000 when we compare the uninsured
with one of the insured groups. Nonpoor children
with health care needs show the largest difference in
average expenditures.

Table 4
MEAN EXPENDITURES ON CHILDREN'S HEALTH CARE
Children Children
without Need with Need All Children
Nonpoor  Poor Nonpoor Poor Nonpoor Poor

Private  627.48 444.67 3,762.99  1,395.33 757.85  514.00
Public 714.91 487.08 1,051.51  1,343.41 743.23  588.45
None 315.54 158.22 579.19 950.44 327.39  229.68

Source: Medical Expenditure Panel Survey (1996).

Notes: Figures are in dollars. Need is defined as being in poor or fair health or
having a health limitation.
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e Among children with health care needs and with
private coverage, there are very large differences
in expected expenditures between the poor and
nonpoor. In contrast, the expenditures for children
who have health care needs and public coverage
are much more equal and, indeed, are greater for
children in poor families.

DETERMINANTS OF MEDICAL EXPENDITURES

Table 5 presents the results of three regressions that
attempt to isolate the impact of insurance coverage on
medical care utilization. This approach allows us to con-
trol for other characteristics of the child that might
affect utilization, such as age, sex, and race. The models
highlight the role of insurance and health care needs. '8
The first model includes dummy variables for public
insurance and for no insurance and for health care needs
(poor/fair health and/or presence of a limitation). The
second includes interaction terms between health care
needs and the variables capturing insurance coverage,
while the third adds a dummy variable for being in a
poor or near-poor family. Included as control variables
are race, sex, and age of the child as well as the region of
the country in which the child lives; this last variable is

viewed as a proxy for availability of medical care.

Table 5

The results are consistent with the tabulations
presented above, but give a somewhat clearer picture of
the importance of insurance coverage. Children with
public coverage have, on average, medical expenditures
that are $150 lower than those for children covered by
private insurance. Those without coverage have far
lower expenditures—about $450 less, on average, than
children with private coverage. The second model,
which includes interaction terms, highlights the very
large differences in expenditures among children with
health care needs. The results suggest that, among such
children, those with public coverage have medical
expenditures that are about $2,300 less than those with
private coverage, whereas those with no insurance have
medical expenditures that are about $2,800 less than
those with private coverage. The results obtained from
this model are consistent with the view that health care
coverage plays a major role in influencing medical
expenditures—and hence, potentially, in reducing the
inequality in utilization among those with “equal”
health care needs. The third model shows that poverty
also reduces medical expenditures, but that the impact
for children with health care needs is dwarfed by the

impact of insurance coverage.'?

SIMPLE MODELS OF THE ROLE OF INSURANCE IN INFLUENCING MEDICAL CARE EXPENDITURES

Independent Variables Model 1 Standard Error Model 2 Standard Error Model 3 Standard Error
Public insurance -152 (87)* 13 (90) 70.3 (94)
No insurance -450 (99 -329 (101 )%k -283 (78)*#*
Fair or poor health or health limitations 1706 (146)%*** 2948 (21 1)%#** 2877 (218)%***
Age of child -2.5 (6.6) -1 (6.6) -2 (66)
Nonwhite -184 (83)%* -182.7 (83)** -109 (81)
Male -42 (68) -46 (68) -35 (67)
Lives in Midwest 28 (106) 52 (105) 47 (105)
Lives in South -37 97) 1.7 97) -37 (94)
Lives in West 53 (106) 82 (105) -20 (100)
Constant 743.7 (109)#3#:* 653 (109)#3k* 655 (107)*#:*
Interaction terms

Health needy x public insurance -2317 (317)%** -2226 (297 )% #*

Health needy x no insurance -2460 (431)%** -2345 (386)%*#**
Poor -178 (92)*3*

Source: Author’s calculations, based on Medical Expenditure Panel Survey data on children.

Note: Number of observations = 4,896.
*Statistically significant at the 10 percent level.
**Statistically significant at the 5 percent level.

##%Seatistically significant at the O percent level.
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WHAT IF THE UNINSURED WERE INSURED?
Using Table 5’s estimates of Models 1, 2, and 3, we now
calculate (simulate) the expenditures of children without
coverage, if they were to be covered.’’ We do so for both
private and public coverage. In effect, we are simulating
the type of effect hoped for from the new $4.5 billion per
year Children’s Health Insurance Program initiative, which
is just beginning to expand private health insurance cover-
age to a large minority of the uninsured low-income chil-
dren in the United States (see Buren and Ullman [1998}
and Mann and Guyer {1998}). We carry out our simula-
tions for private and for public coverage, both of which
could occur via CHIP.

We hold constant individuals’ age, sex, race,
region, and health status, and then change insurance status.
In essence, we ask what individuals’ expenditures are likely
to be, given the expenditure pattern of others like them
who have the same insurance status. We then ask what
those expenditures are likely to be on the basis of observa-
tions of others like them who have the insurance coverage
being simulated.

Table 6 presents the simulations of what would
happen if children without coverage were to have private or
public coverage. The results employ two prototype chil-
dren to show the expected medical expenditure as insur-
ance coverage varies.”! In Model 2, these calculations
suggest that a white female infant with health care needs
(“in poor health”) would spend more than four times as
much if covered by private insurance than if uninsured.
The same infant, if covered by public insurance, would
have medical expenditures about 1.6 times greater than if
she were uninsured. The difference is substantial when we
compare infants in poor health who have private and public
coverage—the ratio is nearly 2.8 and the dollar difference is
more than $2,000. Among healthy children, the differ-
ences in medical expenditures between those with private
or public coverage are small. However, insured healthy
infants have medical expenditures that are more than three
times those of uninsured healthy infants. Providing insur-
ance coverage to infants who are in good to excellent health
is expected to increase their medical expenditures by more

than $300 per infant. The type of insurance does not

Table 6
EXPECTED MEDICAL CARE EXPENDITURES

Prototype Child Model 1 Model 2 Model 3
White female infant in poor health

and with no coverage 2,000 812 726°
If private coverage 2,450 3,601 3,354
If public coverage 2,298 1,297 1,198
Nonwhite female infant in good health

and with no coverage 110 141 8s®
If private coverage 560 470 368
If public coverage 408 483 438

Source: Author’s calculations, based on models presented in Table 5.
Notes: Figures are in dollars. “Poor health” refers to either poor/fair health or

health limitations.

*This is the value if the child is poor. If the child is not poor, the expected value is
$904 if she is uninsured, $3,532 if she has private coverage, and $1,376 if she has

public coverage.

PThis is the value if the child is poor. If the child is not poor, the expected value is
$2306 if she is uninsured, $546 if she has private coverage, and $616 if she has
public coverage.

appear to matter significantly in determining medical
expenditures for healthy children. Model 3 adds whether or
not a child is growing up in a poor or near-poor family. The
story regarding the impact of insurance on utilization is
vertically unchanged from that of Model 2. Being poor

reduces utilization by $178 regardless of the type of insurance.

The simulations point to several conclusions:

® Public coverage is associated with far higher expen-
ditures than no insurance. Among children with
health problems, however, those with public cover-
age are expected to have expenditures far below
those with private insurance. Hence, substantial
inequality is expected to remain among children
with health problems, if all children in lower
income families have public coverage while children
in higher income homes have private coverage.

e For healthy children, providing either private
coverage or public coverage is expected to substantially
increase the equality of medical expenditures, but
the form of coverage makes little difference.
Providing lower income children with public
coverage while higher income children maintain
private coverage would achieve a high level of
equality in expenditures.

These results suggest that current public policy as

reflected in CHIP may have a good chance of equalizing
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utilization of medical care among the majority of children,
if take-up rates are sufficiently high. However, the results
also suggest that a dual system of coverage will still have
substantial levels of inequality in expenditures among
those most in need.

We offer an additional word of caution. Without
any intervention, there may be an increasing probability
that inequality in utilization will increase, especially among
the population covered by the successor to AFDC, Temporary
Assistance for Needy Families (TANF). Under TANF,
the time costs for working mothers rise; work hours cut into
potential time for physician visits. And along with declin-
ing TANF rolls, there have been declines in Medicaid
enrollments, despite the fact that TANF extends Medicaid
coverage for twelve months for most parents and indefi-
nitely for children.?? Recent reports indicate that eligible
families are not participating in Medicaid when they exit
TANF and are denied TANF benefits by some states
(Schott and Mann 1998 and Cancian et al. forthcoming).
These changes may well lead to reduced access to, and

utilization of, medical care by this low-income population.

CONCLUSION
In this paper, we have assessed the health status of poor
children and the trends in their status, their insurance
coverage, and their access to care.’> We have also made a
rough simulation of the effects of extending public and
private health insurance coverage to all uninsured children.

As expected, we found that poor health status and
poverty were closely linked. Our finding that health status
among poor children seems to have deteriorated somewhat

since 1990 is consistent with the observed decline in insur-

ance coverage. The regressions and simulations indicate
that providing public coverage will foster equal access to
health care among those who are healthy, although it will
not go very far for children with health problems.

As we continue upon the journey from AFDC to
TANF and from long-term welfare dependency to work at
low wages, the initial observations are that health insur-
ance and health care access are both being disrupted.

The health status of poor children may be at a
critical juncture. Welfare reform and a growing lack of
health care coverage among the working poor and near-
poor both suggest that access to care has declined for these
groups. Programs like CHIP were designed explicitly to
fill this gap for children. However, these estimates raise
questions about their potential for success among children
who currently have health problems.

Even if coverage was equalized across all children,
utilization might not be equalized. The availability of pro-
viders, ability to make copayments, costs of getting to
providers, and forgone earnings all may lead to continued
lower utilization among children in lower income families.

Even if utilization was equalized in terms of
medical expenditures for those with similar health status,
systematic differences in health status might be main-
tained. Many factors, including those associated with
poverty and the stresses that accompany it, contribute to
poor health. Nevertheless, providing health insurance,
whether public or private, to those who are underinsured
will surely reduce inequalities in access to care. Providing
the same package to all children may have the double
advantage of greater equalization and an increase in the

take-up rate.
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APPENDIX: VARIABLES USED IN THE 1996 MEDICAL

EXPENDITURE PANEL SURVEY

Standard

Variables Mean Deviation
Age 9.21 5.12
Sex (male=1, female=0) 0.50 0.50
Nonwhite (nonwhite=1, white=0) 0.24 0.42
‘Wage per person (in thousands) 8.90 24.11
Maximum school years 12.45 3.14
Marital status of parent (respondent) 0.60 0.49
Non-MSA (does not live in urban area) 0.20 0.40
Region: Northeast 0.20 0.40
Region: Midwest 0.20 0.40
Region: South 0.35 0.48
Region: West 0.25 0.44
Privately insured 0.55 0.50
Publicly insured 0.28 0.45
Not insured 0.18 0.38
Number of office-based physician visits, 1996 2.07 3.41
Number of office-based nonphysician visits, 1996 0.44 2.53
Number of outpatient department physician

visits, 1996 0.08 0.52
Number of outpatient department nonphysician

visits, 1996 0.06 0.59
Number of emergency room visits, 1996 0.17 0.51
Number of hospital admissions, 1996 0.04 0.35
Number of nights in hospital, 1996 0.20 2.74
Number of dental care visits, 1996 1.06 2.25
Number of orthodontist visits, 1996 0.37 1.65
Had prescription medicine 0.54 0.50
Need: poor, fair health, or with at least

one limitation 0.07 0.25
Predicted expenditure 607.18 2373.65

Note: Number of observations = 4,896.
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ENDNOTES

The author acknowledges the research assistance of Yongmei Qin and Elisabeth
Buoehnen; the intellectual contribution of Timothy Smeeding through work on a
related, coauthored paper presented at the 1999 American Economic Association
meetings; and the assistance of Jan Blakeslee and Dawn Duren of the Institute for

Research on Poverty.

1. There is an extensive literature on the links between poverty and
health. Some of the best known of these include the writings of Alan
Williams, Alan Maynard, A. Donabedian, A. J. Culyer, and Julian
LeGrand. See the references in the volume edited by van Doorslaer,
Wagstaff, and Rutten (1993); Wolfe (1994); and the recent Future of
Children (1998) volume on child health and managed care.

2. One advantage of studying these links among children is that we avoid
most of the debate on causality—that is, whether poor health causes

poverty, or vice versa.

3. Any measure should be evaluated in terms of the following
characteristics: (1) variability: the ability of a measure or indicator to
detect changes; (2) validity: the accuracy of the measure in capturing
what it is intended to measure; and (3) reliability: the extent to which the
measure is free of error. A component of reliability is sensitivity, or the

probability that the measure can detect true cases.

4. These are the top two categories in a five-category measure of self-

evaluated (or parent-evaluated) health.

5. A recently released report by the General Accounting Office (GAO/
HEHS 99-18, January 1999) shows that children served by Medicaid
remain at high risk of elevated blood-lead levels and that the majority

have not been screened, let alone treated.

6. Recent measures of poverty that account for noncash benefits, such as
food stamps and tax benefits like the earned income tax credit, indicate a
modest decline in overall poverty since 1996 (Council of Economic
Advisers 1998). However, to the extent that those most able and most
healthy are leaving the welfare rolls, and that the probability of being
uninsured is increasing, the remaining poor are likely to have a higher

level of bad health in years to come.

7. See Massey (1996) and Waitzman and Smith (1998) for evidence on
increasing concentrations of poor persons in high-poverty, central-city,
and rural areas where crime, poor nutrition, and bad living conditions are

more likely to be found.

8. All children born after September 30, 1983, whose families are poor
are currently eligible for Medicaid, as are all children up to age six whose

family income is below 133 percent of the poverty line.

9. The elimination of AFDC may lead to higher rates of uninsured among
low-income populations because the AFDC program provided an auto-
matic tie to Medicaid eligibility (and enrollment) in most states. The
new Children’s Health Insurance Program (CHIP) is designed to provide
access to coverage, but the low take-up rate of Medicaid expansions

suggests CHIP may have only limited success.

10. This section of the paper was made possible with the assistance of
Yongmei Qin, an economics graduate student at the University of
Wisconsin-Madison.

Other indicators are used in related research on equality of medical
care utilization. See, for example, Zuvekas and Weinick (1999), who use

the existence of a usual provider of care as a measure of equality.

11. The equation and coefficients are as follows: PRED_EXP =-104.31+
MIDWEST * 46.94 + SOUTH * 78.99 + WEST * 127.53 + NONMSA *
-115.43 + MD visits * 85.995 + other office visits * 43.343 + outpatient
MD visits * 473.36 + other outpatient * 171.04 + emergency room visits *
75.297+ hosp. adm. * 1049.74 + hosp. nights * 693.84 + purchased
prescription * 92.37 + dental visits * 108.44 + orthodontist visits *
157.87.

12. To the extent that there has been a shift in health technology and
pricing for different types of utilization, this measure may not be an
accurate gauge of expenditures. However, the goal of this estimation is to
study utilization across all categories of medical care. The approach used
seems to dominate alternative indices, which would also face problems of
changes in equivalences between alternative types of medical care.
Nevertheless, it might be better to think of it as an index of medical care

use than of true expenditures.

13. Since income has not yet been released for the MEPS data, we predict
family income based on the earnings of family members and on
demographics such as education, race, and sex. We use 1987 NMES data
within a probit model for the underlying estimates and apply the
coefficients to the MEPS data. Based on this predicted family income, we
rank-order the individuals. These simulated values are used to
differentiate who is and is not poor. We use two alternative measures
of poverty: the actual proportion of children and adults who were poor
in 1996 according to Current Population Survey—based estimates,
14.4 percent, and the lowest 25 percent of the income distribution. In
both cases, we start with those in the poorest families and move up the
income distribution to the proportion either officially poor or in the
bottom 25 percent. These families are in our groups termed poor. We
intend to redo the analysis when the income data are released. (A special

request for this information has not yet gained us access to these data.)

NOTES
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ENDNOTES (Continued)

Note 13 continued
We prefer the 25 percent sample because it gives us more robust
estimates for “poor” children; hence, these are the estimates reported in

this paper. See Selden, Banthin, and Cohen (1998) for a similar approach.

14. See the appendix for simple descriptions, means, and standard

deviations of the variables used.

15. The children termed poor are those in families with the lowest

25 percent of income, so Table 3 includes poor and near-poor.

16. There has been considerable speculation that hospitals enroll poor
children when they appear for care and that this might explain the far

greater enrollment among children who have health problems.

17. Recall that we converted utilization into expenditures for 1996 using
the estimated relationships for 1987. The results provide some insight
into the pattern of expenditures, but some caution should be used in
thinking of them as true expenditures. As noted above, they might

instead be viewed as an index that provides relative values.

18. The approach assumes away the endogeneity of insurance coverage.
That is, in this model we assume that the role of insurance, by reducing
the direct price of medical care, would result in the same pattern of
utilization (and the same price structure) among those currently without

insurance (or with alternative types of insurance) as those who already are

covered by the particular type of insurance. In essence, this allows for
moral hazard (the response to a lower direct price of care) but requires the
elasticity to be the same within categories specified by the right-hand-
side wvariables. It disallows adverse selection beyond the variables

included in the model.

19. In an alternative specification, interactions between poverty and type
of coverage (public and no coverage) were not at all statistically
significant. Adding a variable to capture the highest education attained
by either parent reduces the measured impact of poverty even further.
The education variable is positive, has a coefficient of about .25, does not
substantially change the reported results, and is not significant at the
5 percent level (Model 3).

20. Our approach ignores any endogeneity with regard to the purchase of

insurance.

21. Note the assumptions underlying these simulated expenditures,

discussed in endnote 18.

22. Eligibility depends on family income. See Selden, Banthin, and
Cohen (1998) on the topic of eligible unenrolled children and Medicaid.

23. The author acknowledges the contribution of Timothy Smeeding to

some of the ideas in the conclusion.
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Economic Inequality and Social
Differentials in Mortality

Arline T. Geronimus

INTRODUCTION
Nationally, the age-adjusted relative risk of death for
people at the bottom of the distributions of education,
income, and occupational standing is two to three times
as high as it is for people at the top of such distributions
(Sorlie et al. 1995). The association between socioeconomic
position and mortality shows a gradient such that each
increment in level of education, occupational status, or
income is associated with a reduced risk of death (Adler et al.
1993; Sorlie et al. 1995).

However, at least with respect to income, the rela-
tionship to health is not linear: Health improves rapidly as
one moves from the lowest levels of income to average or
median levels, with increasingly diminishing returns to
health from gains to income above that level. In addition,
there are marked racial differences in health that are not
wholly explained by income (Williams et al. 1997).
Racialized stress and high levels of racial and economic
segregation also appear deleterious to the health of African-
Americans (Williams et al. 1997; Polednak 1996). Recent

advances in social epidemiology suggest the importance of

Avrline T. Geronimus is a professor of health behavior at the University of
Michigan-Ann Avbor. The views expressed are those of the author and do not
necessarily reflect the position of the Federal Reserve Bank of New York or the
Federal Reserve System.

aspects of residential areas more broadly as modifiers of
the effects of individual socioeconomic characteristics on
health (Davey Smith et al. 1998; Geronimus et al. 1996).
Thus, the health of equally low-income individuals varies
across locales.

Taken together, the above findings suggest that
general patterns of the relationship between economic
inequality and health may mask extremes for those isolated
by persistent poverty and segregation or those exposed to a
full range of hazards in their social and physical environ-
ment. Furthermore, over the last twenty-five years, the
absolute and relative economic circumstances of those in the
lower economic strata in the United States have generally
stagnated and deteriorated rather than improved (Karoly
1993). Thus, the relative health of those in poverty—low-
income African-Americans in particular—may have worsened
in recent decades.

In this paper, I draw on analyses that aimed to
determine whether impoverished U.S. locales varied by
race or urban/rural location in their rates and causes of
excess mortality, and whether mortality gaps between
impoverished and other U.S. populations widened over the
decade from 1980 to 1990. The focus on urban versus rural
areas reflects the fact that in the first half of the Twentieth
Century, rural Americans enjoyed longer life expectancies

than urban dwellers (Fox et al. 1970). Evidence based on
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more recent cohorts is mixed and suggests little, if any,
mortality advantage for rural residents compared with
urban dwellers in young and middle adulthood (Kitagawa
and Hauser 1973; Miller et al. 1987; Elo and Preston 1996).
However, with some resurgence of infectious disease entities
as important causes of death in urban areas and general
perceptions of central cities as having become more danger-
ous and unhealthy in the most recent decades (Wilson
1987; Brown 1993), the fortunes of rural dwellers—even
those in poverty—may have again increased relative to their
urban counterparts. In addition, recent comparisons of
rural and urban dwellers do not focus on those in poverty.
Important interactions between race, poverty, and rural/
urban residence may exist, but may be unobserved in
analyses of national data sets where only the main effects of
residence are estimated as a product of averaging across all
rural versus urban dwellers.

In the analyses, we also examined what causes of
death were the primary contributors to excess mortality
among the poor and whether these varied across locales or
time periods. We focused, in particular, on how the HIV/
AIDS epidemic and homicide may have influenced changes
in mortality over the decade.

To address these questions, we limited our analy-
ses to mortality among young and middle-aged adults.
Social differentials in morbidity and mortality are pro-
nounced at these ages (Geronimus 1992; House et al.
1994), and mortality data are of high quality for young
through middle-aged adults. Their deaths represent a great
loss to population life expectancy and have a great impact
on families and communities. Reproductive- and working-
age adults play critical roles as economic providers and
caretakers in families. In low-income African-American
communities, adults in this age group often face multiple
obligations in supporting family economies and caretaking
systems (Chatters and Jayakody 1995). High levels of early
health deterioration in this population may be both cause
and consequence of expanded caretaking obligations
among the relatively healthy (Geronimus 1992; Pariante
et al. 1997). Moreover, current antipoverty programs,
emphasizing the prevention of teen childbearing and the

movement from welfare to work, are based on the implicit

assumptions that young and middle-aged adults in poverty
are able-bodied and that teens can expect to remain healthy
through their reproductive and working ages. If these
assumptions prove incorrect, it would have important
implications for the chances of successful implementation
of these policies and the impact of these policies on the
well-being of their target populations.

As I elaborate below, we found that poor local
populations pay a heavy toll in the loss of potentially
productive members in their prime of life. However,
important differences exist among and within persistently
impoverished populations by race, gender, geographic
location, and time period in the degree to which their
poverty translates into excess mortality. African-American
residents of persistently impoverished urban areas suffer
the worst mortality profiles. Men in these areas face stag-
gering probabilities of early death. Between 1980 and
1990, this already severe disadvantage grew larger. Popular
images portray urban health disadvantages as applying
mainly to inner-city youth and highlight the contributions
of homicide and HIV/AIDS. Yet our results reveal that
important social disparities in morbidity and mortality
apply not only to youth but also extend throughout the
young-adult and middle ages. Moreover, homicide and
HIV/AIDS deaths contribute to this excess, but other
causes are more important. In contrast to popularized
perceptions, homicide explains none of the increase in
death rates of urban black men over the 1980s. Death rates
among African-Americans in poor rural areas are substan-
tially lower than they are for their urban counterparts.
Here, too, homicide and HIV/AIDS explain less of the

difference than popularized images suggest.

DATA AND METHODS
Details of our methodological procedures are available else-
where (Geronimus et al. 1996; Geronimus et al. 1999). In
brief, we studied all African-American or non-Hispanic
white residents, ages fifteen to sixty-four, of twelve region-
ally diverse, impoverished areas consisting of aggregated
census tracts or ZIP codes in urban areas and groups of
counties or parishes in rural areas. They included African-

American residents of urban communities in New York
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City’s Harlem, Detroit’s Central City, and Chicago’s South
Side; African-American residents of rural communities in
the Louisiana Delta, the Black Belt region of Alabama, and
Eastern North Carolina; and non-Hispanic white residents
of urban areas in Cleveland and Detroit, of a poor mountain
area in Appalachian Kentucky (a region where some of the
poorest U.S. whites reside), and of poor rural communi-
ties in South Central Louisiana, Northeastern Alabama,
and Western North Carolina. These areas were selected
based on comparatively low race-specific mean family
incomes and relatively high percentages of families with
incomes below the poverty threshold. For comparison, we
also analyzed data for whites and blacks nationwide.

In Table 1, summary economic information is
reported for each population. Reflecting the national dis-
tribution of income, the African-American populations
were often substantially less well off than the white
populations studied. Appalachian Kentucky was the only
white population with a poverty rate exceeding that of
blacks nationwide. Otherwise, among whites, rural/
southern populations tended to be better off economically
than urban/northern ones. Among blacks, the rural popu-
lations were generally as or more poor than the urban ones.

All of the populations were poorer than their race-
matched national average in 1980 and 1990. According to
our economic indicators, none of these poor populations
experienced a substantial increase in its economic well-
being over the decade. However, some populations experi-
enced notable deterioration in their economic well-being.
Most dramatic was the white Detroit population. In 1980,
that population was less advantaged than whites nation-
wide, but it was better off than any other study population
and far better off than it became a decade later. Other local
populations that experienced smaller, but noticeable,
increases in their concentration of poverty were blacks in
Chicago and Detroit and whites in Cleveland and Louisiana.
These findings are consistent with the broader trend of
stagnation or deterioration among the poor in their eco-
nomic well-being during that decade and the particular
impact in the midwest.

We combined population-specific death certificate
information for 1979-81 and 1989-91 with age-stratified

counts of men and women in each population taken from
the 1980 and 1990 U.S. Census, respectively, to calculate
age- and sex-specific death rates overall and due to specific
causes of interest. To mitigate biases due to Census under-
counting, we adjusted population counts using national

undercount adjustments.

We computed several standard measures of mortality:

o Excess mortality rate (EDR): This measure shows how
many more deaths per year occurred among fifteen-
to-sixty-four-year-olds, per 100,000 population in
the black or local population, than would have

Table 1
FAMILIES IN POVERTY, SELECTED AFRICAN-AMERICAN
AND WHITE POPULATIONS, 1980 AND 1990

Percentage of
Families Below the

Population/Area Year Poverty Level

U.S. population

Total 1980 9.6
1990 10.0
African-Americans 1980 26.5
1990 26.3
Whites 1980 7.0
1990 7.0

African-Americans

Harlem, New York City 1980 33.4
1990 33.1
Central City Detroit 1980 38.5
1990 44.3
South Side Chicago 1980 46.7
1990 58.2
Delta Louisiana 1980 48.0
1990 48.1
Black Belt Alabama 1980 45.1
1990 48.7
Eastern North Carolina 1980 34.9
1990 32.8
Whites
Cleveland 1980 16.4
1990 21.4
Detroit 1980 10.9
1990 22.0
Appalachian Kentucky 1980 32.9
1990 34.6
South Central Louisiana 1980 12.8
1990 18.9
Northeastern Alabama 1980 14.3
1990 13.6
Western North Carolina 1980 14.5
1990 13.6

Source: U.S. Census Bureau.

Notes: Figures refer only to African-American residents or only to white
residents of the area studied. The poverty levels are defined by the U.S. Census
Bureau. See Geronimus et al. (1999) for a more detailed description of the

geographic areas encompassed by each population.
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occurred if they experienced the same number of
deaths per 100,000 population as whites of these
ages experienced nationwide. For example, an EDR
of 374 for black men nationwide indicates that of
the 791 annual deaths per 100,000 black men, ages
fifteen to sixty-four, 374 would have been averted if
black men had the same age-adjusted death rates as
white men.

o Age-adjusted vate ratio (RR): This measure shows how
many times higher the age-adjusted death rate is in
the black or local population for ages fifteen to sixty-
four than it is for whites of these ages in the nation.

® P (45) and P (65): These measures show the proba-
bility that a typical fifteen-year-old in a national or
local population will survive to age forty-five or age
sixty-five.

o Average number of years of life lost between ages fifteen
and sixty-five (YOLL): This measure averages across
every person in a specific locale who dies between
the fifteenth and sixty-fifth birthday. Each person
who dies contributes to the average the number of
years remaining between the age at death and the
sixty-fifth birthday. (For example, a man who dies at
age twenty contributes forty-five years to the overall
average; a man who dies at age sixty contributes only
five years to the average.)

Each of these measures can be defined for all-cause
mortality or by any specific cause. In combination, these
measures provide a more complete and nuanced picture of a
population’s mortality experience than a single measure.
The RR is the simplest summary statistic. The EDR is
required to estimate the number of deaths that are theoret-
ically preventable in a disadvantaged population. The YOLL
gives greater emphasis to those who die in the younger
years of the age range than the older. Thus, it provides a
better sense of the loss of productive life to a community
and the role played by causes of death that are more likely
to strike young adults, such as homicide. P (45) and P (65)
point to the ages when mortality differentials are most
pronounced and serve as rough indicators of the vantage

point of youth in a population.

RESULTS
The general patterns we found by race, locality, or time

period pertain to men and women. In any specific population

and time period, men suffer greater mortality than women.
For reasons of space and focus, here I report results only for
men. I pay particular attention to African-American men,
whose mortality profiles from youth through middle age
most starkly illustrate the major points.

Table 2 shows that the great inequalities in levels
of excess death for men in the prime of life widened
between 1980 and 1990. Nationwide, African-American
men experienced about twice the mortality rate of white
men in both years, with evidence that the gap increased
over the decade as national death rates fell more for whites
than for blacks. By 1990, African-American men showed
an annualized rate of excess deaths relative to whites of
almost 400 deaths per year. This level of social disparity,
disturbing as it is, vastly understates the level of excess
mortality experienced by young-adult through middle-
aged African-American male residents of central cities. In
the study areas, 1980 annualized excess death rates ranged
from 695 (in Harlem) to 955 (in Chicago). Moreover, by
1990 excess death rates had grown in all three urban
African-American localities, doubling in Harlem over the
decade and achieving rates of 1,296 per 100,000 popula-
tion in both Harlem and Chicago. By 1990, the age-
adjusted mortality rate ratio ranged from almost 3.00 in
Detroit to more than 4.00 in Harlem and Chicago, relative
to whites nationwide.

The final 3 columns of Table 2 show estimated
probabilities of survival to ages forty-five or sixty-five (con-
ditional on survival to age fifteen) and the average number
of years of life lost between ages fifteen and sixty-five in
each population. Social inequalities in these outcomes are
evident in both years. In 1980 or 1990, almost every white
youth could expect to survive to age forty-five and three-
quarters or more could expect to survive to age sixty-five.
For black youth nationwide, about 88 percent could expect
to survive to age forty-five, but only about 60 percent to
age sixty-five. Residents of poor African-American urban
populations fared substantially worse than this in both
years. The chances of survival to age sixty-five for youth in
poor African-American urban/northern populations were
never more than fifty-fifty, and decreased over the decade.

By 1990, African-American youth in the poor urban study areas
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Table 2

MEASURES OF MORTALITY AMONG AFRICAN-AMERICAN AND WHITE MEN AGES FIFTEEN TO SIXTY-FOUR IN SELECTED POPULATIONS,

1980 AND 1990

Annual Death

Excess Death Age-Adjusted

Population/Area Year Rate Rate Rate Ratio P45 P65 YOLL
Total U.S. male population
African-Americans 1980 809 332 1.70 0.89 0.60 5.59
1990 791 374 1.90 0.88 0.62 5.78
Whites 1980 477 0 1.00 0.94 0.74 3.36
1990 417 0 1.00 0.94 0.77 3.10
Urban African-American locales
Harlem, New York City 1980 1172 695 2.46 0.80 0.50 8.92
1990 1713 1296 4.11 0.71 0.37 11.33
Central City Detroit 1980 1182 705 2.48 0.82 0.48 8.47
1990 1163 746 2.79 0.81 0.50 8.63
South Side Chicago 1980 1432 955 3.00 0.78 0.42 9.79
1990 1713 1296 4.11 0.73 0.37 11.71
Rural African-American locales
Delta Louisiana 1980 716 239 1.50 0.89 0.65 5.33
1990 808 391 1.94 091 0.60 5.40
Black Belt Alabama 1980 791 314 1.66 0.89 0.61 5.74
1990 755 338 1.81 091 0.63 5.39
Eastern North Carolina 1980 925 448 1.94 0.87 0.55 6.19
1990 906 489 2.17 0.89 0.57 6.13
Urban white locales
Cleveland 1980 886 409 1.86 0.88 0.58 6.28
1990 717 300 1.72 091 0.64 4.96
Detroit 1980 730 253 1.53 0.91 0.63 5.19
1990 838 421 2.01 0.88 0.60 6.20
Rural white locales
Appalachian Kentucky 1980 762 285 1.60 0.90 0.63 5.44
1990 574 157 1.38 0.92 0.70 4.41
South Central Louisiana 1980 589 112 1.24 0.92 0.70 4.40
1990 498 81 1.19 0.93 0.73 3.75
Northeastern Alabama 1980 542 65 1.14 0.93 0.71 3.88
1990 544 127 1.30 0.93 0.71 3.83
Western North Carolina 1980 504 27 1.06 0.94 0.73 3.69
1990 394 -23 94 0.95 0.78 2.94

Source: See Geronimus et al. (1999) for details of the estimation procedures.

Note: P45 is probability of survival to age forty-five; P65 is probability of survival to age sixty-five; YOLL is average years of life lost between ages fifteen and sixty-five.

Jaced lower probabilities of survival to age forty-five than white
youth nationwide faced of survival to age sixty-five. In Harlem
and Chicago in 1990, a full two-thirds of fifteen-year-old
males could not expect to survive to age sixty-five. This
represents less than balf the probability of survival ro age sixry-five
of white males nationwide.

Considering mortality rates in terms of years of
young and middle adult life lost to the community, the
findings are equally sobering. All three urban African-
Americans populations studied experienced substantially
larger numbers of years of life lost among men of these ages
than among blacks or whites nationwide. This number also

grew over the 1980s in all three cases. By 1990, African-

American men in Harlem or Chicago experienced an average
of more than eleven years of life lost between the ages of fif-
teen and sixty-five, almost twice the number lost for blacks

nationwide and almost four times the number for whites.

AFRICAN-AMERICAN RURAL POPULATIONS

As staggering as the excess mortality experienced by
African-American men residing in persistently poor urban
areas is, the findings for their rural counterparts offer a sur-
prise of a different kind. Despite higher than average poverty
rates in the rural areas studied, men’s excess mortality
experience is generally comparable to that of black men

nationwide. So, too, are their probabilities of survival to
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ages forty-five or sixty-five and their average years of life
lost. They do far better than their urban counterparts. This
is true in both years studied. While evident in 1980, by
1990 the urban/rural divide had grown substantially
among African-American populations, because increases in
excess deaths were smaller in the rural/southern than in the

urban/northern populations.

POOR WHITE POPULATIONS
Most of the poor white populations exhibited some excess
mortality relative to whites nationwide in both years, but
there are specific instances of little or no excess in rural/
southern poor white populations. Changes in excess mor-
tality between 1980 and 1990 were modest among the
white study populations. Only the poor white population
in Detroit clearly experienced an increase, while all of
the remaining poor white populations remained stable
or gained some improvement. An urban/northern-rural/
southern divide is suggested for poor whites, but it is of
smaller magnitude than among poor African-Americans.
Generally, members of the white populations fare substan-
tially better than members of the black populations, yet
whites in the poor urban/northern locales experience excess
death rates and mortality rate ratios of size roughly com-
parable to those experienced by blacks nationwide or by
residents of the African-American poor rural/southern areas.
Residents of the poor white rural/southern popula-
tions face approximately the same probabilities of survival
to or through middle age as whites nationwide, while those
residing in Detroit, Cleveland, and Appalachian Kentucky
fare worse in their probabilities of survival than whites
nationwide. The age profiles of mortality in these three
white populations are comparable to those of blacks nation-

wide and blacks residing in rural/southern study areas.

CAUSES OF EXCESS MORTALITY

Decompositions of excess death rates show that circulatory
diseases are important contributors to excess mortality in
every poor urban African-American population studied in
both years (Table 3). By 1990, circulatory diseases alone
constituted about one-fourth of all excess deaths in these

locations (range = 16 to 30 percent). Circulatory diseases

are the leading cause of excess deaths for black men nation-
wide and in Detroit and Chicago, and the second leading
cause of excess deaths in Harlem. They often outpace other
contributors to excess deaths by a wide margin—an order
of magnitude in some locales. This is particularly notable
because, of all the causes of death studied, the base rate for
white men nationwide—against which any excess to black
men is measured—is the highest for circulatory disease
deaths. For example, in the Chicago population, in 1990
there were 310 excess deaths due to circulatory disease and
241 to homicide. If these numbers are added to their
respective base rates, there are 433 circulatory disease
deaths per year for young-adult through middle-aged men
in Chicago, compared with 253 homicide deaths, or 71 per-
cent move civculatory disease than homicide deaths.

Much has been made in the popular media about
AIDS and homicide in inner cities. And, indeed, in Harlem
HIV/AIDs, while unknown in 1980, became the leading
cause of excess death for men by 1990. By then, HIV/AIDS
alone accounted for almost 300 excess deaths per year for
men. No other area studied showed this magnitude of
impact from HIV/AIDS. In Chicago, AIDS deaths for men
are notable in 1990, but account for a much smaller pro-
portion of the total excess than in Harlem. In Detroit,
AIDS deaths are not particularly important contributors to
excess mortality, and they contribute very little else-
where—that is, for poor women, generally, or for men and
women in the full range of urban and rural poor popula-
tions studied (Geronimus et al. 1996; Geronimus et al. 1999).

Among African-American men, but not women, in
Harlem, Chicago, and Detroit, the contribution of homicide
to excess mortality is sizable, accounting for at least 20 per-
cent of excess deaths in each of those populations in 1980.
However, between 1980 and 1990 the absolute numbers of
homicide deaths among men remained relatively stable
while the percentage of excess deaths accounted for by homi-
cide witnessed notable declines. In Harlem, homicide deaths
fell from 25 percent of excess deaths for men in 1980 to
14 percent in 1990; and in Chicago, from 22 percent to
19 percent. Among black men in Detroit, the percentage of
excess deaths due to homicide stayed stable at 25 percent in

both time periods.
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Thus, homicide, while an important cause of death
among urban, African-American men, accounts for virtually
none of the growth in excess death rates in these populations.
Growth in excess death rates over the decade is accounted
for instead by increases in deaths due to circulatory dis-
ease, cancer, AIDS (in Harlem), and accidents (in Chicago).
Some of these increases were dramatic. For example, in
Harlem, deaths due to circulatory disease or to cancer each
doubled for men in this time period—from 95 to 205 excess
circulatory disease deaths in 1980 and 1990, respectively,
and from 66 to 118 excess cancer deaths per year per
100,000 population. For Harlem women, cancer deaths
also doubled over the decade, while excess circulatory
disease deaths rose by 40 percent (Geronimus et al. 1999).

AIDS or homicide disproportionately kills people
earlier in their adult lives than other important causes such
as circulatory disease or cancer. Thus, of all the summary
measures we present, YOLL will emphasize the contribu-
tion of AIDS or homicide to total mortality. This is because
those who die at younger ages (that is, those who are more

likely to die from AIDS or homicide) will contribute more

Table 3

to the average years of life lost than those who die at older
ages (that is, those who are more likely to die from circula-
tory disease or cancer). For example, a nineteen-year-old
homicide victim will contribute forty-six years toward the
average years of life lost, while a forty-nine-year-old dying
from heart disease contributes only sixteen.

However, even with this “magnification” of the
importance of deaths due to AIDS or homicide, these
causes alone explain only a share of the observed mortality
differences between African-American men in poor urban
areas and white or black men nationwide. In the absence of
deaths due to AIDS or homicide, the average years of life
lost by men between ages fifteen and sixty-five in each
urban population would be: Harlem: 7.25, Detroit: 5.83,
and Chicago: 8.26. These figures are:

e two to three times the number for U.S. white men;
® 1.4 to 2.0 times the number for U.S. black men;

e about 33 percent higher than for African-American
women in the same locales; and

® 55 to 78 percent higher than for African-American
men in impoverished rural areas.

CAUSES OF EXCESS MORTALITY AMONG AFRICAN-AMERICAN MEN AGES FIFTEEN TO SIXTY-FOUR RESIDING IN URBAN POVERTY,

1980 AND 1990

Circulatory

Infection/Pneumonia/

Area Year Disease Cancer Accident Homicide HIV Influenza Other
Number of excess deaths per
100,000 African-American men
United States 1980 92 57 9 73 0 20 82
1990 95 61 11 73 38 23 72
Harlem, New York City 1980 95 66 -50 175 0 39 370
1990 205 118 20 175 296 150 332
Central City Detroit 1980 189 69 2 176 0 39 231
1990 192 76 -2 187 38 37 217
South Side Chicago 1980 189 69 2 176 0 39 231
1990 310 168 109 241 79 82 308
Memo:
Death rate
per 100,000 white men
United States 1980 177 108 72 14 0 9 97
1990 123 103 54 12 23 11 92
Note: Figures are based on the underlying cause of death using diagnostic categories from the International Classification of Diseases (ninth revision).
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Excess deaths among urban African-American men
attributed to cardiovascular disease and cancer contribute

importantly to the significant disparities that remain.

Blacks in Middle-Class Metropolitan Areas

We also studied the mortality experience of young through
middle-aged black residents of communities with higher
mean incomes and lower poverty rates, but within the same
major metropolitan areas as some of the poor local popula-
tions (Geronimus et al. 1996). The mortality experience of
black men in these areas is similar to or better than that for
black men nationwide and, therefore, notably better than
that of their counterparts in poor urban neighborhoods. A
direct comparison of mortality rates of the urban poor popu-
lation in a specific metropolitan area with those of the
better-off suburban population shows that male residents
of the poor area had age-adjusted mortality rate ratios
ranging from 1.5 to 3.5 times the mortality rate of male
residents of the higher income locality. In 1990, African-
American men in the higher income area in New York City
faced a mortality profile that approximated that of white
men nationwide. This finding suggests that when a black
population enjoys the same level of economic advantage
or municipal services as a white population, it also has a

favorable mortality rate.!

DISCUSSION
Our findings document a poignant dimension of social
disparities in health—that young people in some U.S.
communities cannot expect to survive through middle
adulthood. While highly publicized causes of premature
death such as AIDS and homicide do contribute to this
tragedy, they do so by adding to social disparities in mor-
tality experience that are already substantial and result
primarily from chronic disease in young and middle adult-
hood. The evidence reviewed reinforces the centrality of
cardiovascular disease as a leading threat to the health and
well-being of residents of poor communities.

Further research is required to explain the reasons
underlying these findings. The social epidemiological

literature already provides some promising clues that can

be used as a basis for continued scientific inquiry and

policy discussion.

CHRONIC STRESS AND UNCERTAINTY
Chronic, stress-related diseases, such as circulatory disease
and cancer, are major contributors to excess mortality in
poor populations. Thus, when searching for explanations
and solutions, it is important to consider the complex
interplay between adverse life circumstances, psychosocial
stress, and high-effort coping in the production of stress-
related diseases. For example, in the case of hypertensive
disease, James (1994) originated and empirically validated
the construct of “John Henryism,” a strong behavioral pre-
disposition to engage in persistent high-effort coping with
social and economic adversity. His ongoing empirical
research suggests that high levels of John Henryism inter-
act with low socioeconomic status to increase the risk of
hypertensive disease, at least among African-American
men.” Thus, contrary to the stereotype that young, urban,
poor African-American men’s fatalism predisposes them to
engage in unhealthy behaviors that place them at risk of
disease or death, it may be that their persistent, active,
effortful coping with widespread forms of social and eco-
nomic adversity exacts the physical price of a high risk of
early cardiovascular mortality. For example, in one study,
James et al. (1987) found that differences by socioeconomic
status in hypertension prevalence among young adult
and middle-aged blacks were small for those scoring low
on John Henryism. For those with high scores, however,
hypertension prevalence was three times greater for
those of low socioeconomic status compared with those of
higher socioeconomic status (31.4 versus 11.5 percent).
Similarly, Geronimus’ (1992) concept of “weather-
ing” suggests that excess mortality among young through
middle-aged African-Americans in poverty might be the
consequence of their cumulative exposure to the risks
associated with material hardship and social inequality.
For African-Americans in poverty, the health of young
through middle-aged adults might progressively worsen
through multiple routes. They include cumulative exposure

to hazards in residential and work environments; increased
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psychosocial stress as obligations to dependents multiply
and the resources of social support networks are spread
thin; continued temptation to engage in unhealthy behav-
iors to cope with increasing stress and uncertainty; the
progression of undiagnosed or unmanaged chronic condi-
tions and diseases; and the increasingly deleterious impact
of medical underservice in light of escalating health needs.
Urban African-American men may fare the worst of all if,
unlike other African-Americans, they are systematically
exposed to the full range of these risks and do so in a context
that provides few protective or identity-affirming opportuni-
ties. That is, the dominant American cultural framework
provides powerful negative stereotypical characterizations
of young urban African-American men. Negative stereo-
typical judgments appear to affect the treatment decisions
of health providers, to the detriment of black men’s health
(Schulman et al. 1999), to reduce black men’s economic
opportunities (Wilson 1996), and to fuel distrust by black
men of public health initiatives that have a history of treat-
ing them poorly (Dalton 1989). The dominant cultural
framework also denies urban black men many identity-
affirming symbols. James (1993) speculates that lack of
such symbols may also contribute to poor health to the
extent that it forecloses constructive avenues to mitigate

psychosocial stress.

POVERTY

Poverty carries with it increased exposure to nearly all
health risks, including hunger, homelessness, and other
material hardships; acute and chronic stress; unhealthy
behaviors; overburdened or absent social supports; and
depression (Geronimus 1992; Williams and House 1991,
Marmot et al. 1987). All of the local populations studied
were poor and, as evidenced in Table 1, the urban African-
American locales were characterized by extreme poverty.
Moreover, poverty rates grew over the decade in almost all
the urban populations, while they more often remained
stable or lessened in the rural areas. Given the nonlinearity
in the relationship of income to health noted earlier,
extreme and intensifying poverty rates would be expected

to create and exacerbate inequalities in health. As a corol-

lary, policies that improve the economic status of lower
income populations can be expected to improve dramati-
cally the health of those at the extremes of poverty.

Our findings also suggest that the detrimental
effects of poverty are modified by residence in rural versus
urban areas. Whites in Appalachian Kentucky were from
the poorest white population, yet their mortality rates were
lower than exhibited by poor white populations in the
North, including the 1980 Detroit white population that
had a poverty rate one-third the rate of the Kentucky pop-
ulation. Indeed, white residents of Cleveland and Detroit
had mortality profiles roughly comparable to those of the
rural/southern African-American populations or to blacks
nationwide, despite having dramatically lower poverty rates.

For African-Americans, the rural/southern popula-
tions tended to be as socioeconomically disadvantaged as
(or, in some cases, more disadvantaged than) the northern/
urban populations. Yet as a group, they had substantially
better mortality profiles than their counterparts in north-
ern cities. These differences persisted even after adjustment

for cost-of-living differences (Geronimus et al. 1996).

URBAN DECAY

As noted, whites and African-Americans living in economi-
cally depressed areas suffered worse mortality if they were
urban rather than rural, and this urban disadvantage
became increasingly severe for African-Americans. Possible
explanations include the reductions in municipal services
to central cities witnessed in recent decades. Wallace and
Wallace (1990) outline how these reductions resulted in a
cascade of threats to the social and physical environments
of urban residents, including: the deterioration of housing
stock, the movement of drug users and traffickers into
burned-out buildings, increased rates of homelessness, the
“doubling up” of marginally housed families, overburdened
or disrupted social networks, and environmental insults.
Such aspects of urban decay are implicated in health-
related problems such as increased stress (and hence stress-
related disease), violence, HIV/AIDS, homicide, cancer,
asthma, reproductive disorders, neurological impediments,

accidental injuries, and fire deaths. In addition, northern
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urban central cities are among the most segregated areas in
the country. Black residents of segregated, low-income
areas have lower levels of access to medical care, public
services, safe housing, sanitation, recreation, education and
training, and good jobs; yet they have increased environ-
mental exposure to the chemical, physical, and social hazards
outlined above. Urban decay may also indirectly affect
health to the extent that it depreciates the value of housing
or undermines private investments in poor communities.
In fact, revitalizing central cities and addressing
urban housing problems may well be important policy
approaches for improving the health of urban populations.
For example, coincident with worsening urban health,
family homelessness has shown a dramatic upsurge in the
last two decades, mushrooming in some cities including
New York (Bassuk et al. 1996; Thompson 1997). The
homeless suffer starkly elevated rates of many mental and
physical disorders and experience particular difficulties in
accessing medical care (Gelberg 1997). The urban home-
less are the tip of an iceberg comprised of a larger group
who are marginally housed. Most of the extremely poor
avoid literal homelessness by being given housing at little
or no charge by kin (Bassuk et al. 1996; Thompson 1997).
Yet “doubling-up” in poor communities can have negative
health implications for all residents of the doubled-up
household. They suffer increased space pressures and
household crowding; less privacy; lower food quality and
quantity; increasingly unsanitary or unsafe housing condi-
tions; more concentrated cooking, smoking, and use of
electricity (often on overage wiring systems); increased
wear and tear on household facilities; and increased poten-
tial for interpersonal conflict and the spread of infectious
disease (Sontag 1996; Bruni 1996; Thompson 1997).
While features of urban life have become increas-
ingly deleterious to health, our findings might also reflect
the possibility that aspects of rural life are protective. This

possibility is understudied and should be explored.

MEDICAL CARE AND INDIVIDUAL BEHAVIOR
What of the common beliefs, that by improving access to
medical care—primarily through extending health insur-

ance coverage—and by changing the unhealthy behaviors

of poor individuals, social disparities in health will be
importantly reduced? Each of these factors plays a role in
the full process that culminates in social inequalities in
health, and should be addressed. But a full reading of the
social epidemiological literature along with key aspects of
our empirical results suggests that other concerns are more
fundamental.

Regarding medical care, there is ample evidence of
deficiencies in what is provided to African-Americans at
every stage of life (Geiger 1996; Whittle et al. 1993).
Black men receive lower rates of some forms of life-saving
treatment, including organ transplantation and specific
high-tech treatments for ischemic heart disease (Whittle
et al. 1993; Ford and Cooper 1995). Provider prejudice
plays a role (Schulman et al. 1999). The urban poor have
witnessed declines in their access to quality medical care in
recent years owing to the closing of many inner-city out-
patient departments, staff reductions in public hospitals,
and reduced incentives for hospitals to provide uncompen-
sated care in a managed care environment (Schlesinger
1987). Community representation on the boards of local
health care facilities has also declined. Macroeconomic
restructuring intensifying black male joblessness in inner
cities has reduced access to private insurance. Moreover,
few health care providers locate their practices in central
cities. Fossett et al. (1990) conclude that access to care for
the poor in urban areas is constrained more by the lack of
accessible physicians than by the lack of insurance, noting
the need for concerted efforts to increase physician supply
in depressed urban areas.

Thus, medical underservice and its intensification
in recent years are likely to have contributed to excess
mortality in urban areas and its growth over the 1980s.
However, it is unlikely to explain the rural/urban differ-
ences we found. As bad as they are in urban areas, the
problems of medical underservice are most acute in isolated
and impoverished rural areas of the country.

Regarding individual behavior change, residents
of poor communities often do have worse behavioral health
risk profiles than members of more advantaged populations
(Northridge et al. 1998). Yet socioeconomic differences in

mortality are due to a wider array of factors and additional
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measures are necessary to improve the health of the poor
(Link and Phelan 1995; Lantz et al. 1998). Furthermore,
there is little evidence on the question of whether the
urban poor are more likely to engage in unhealthy behav-
iors than the rural poor. In some cases that are linked to
cardiovascular disease and cancer deaths—such as smoking
and high-fat diets—there is some reason to believe the
reverse may be true.

Unhealthy behaviors themselves are best addressed
when interactions between behavior and environment are
taken into account. For example, high smoking rates in
poor urban African-American communities are likely, in
part, to reflect coping responses to the pervasive psychoso-
cial stress residents experience. Short of addressing the
stressors, smoking cessation will be hard to achieve. This is
especially true in a context where tobacco companies selec-
tively target urban minority groups for advertising (King
1997). In addition, successful behavior change at the indi-
vidual level often requires participation in health education
or rehabilitation programs. Yet interventions to reduce the
impact of unhealthy behaviors on mortality in poor com-
munities are hampered by insufficient resources and by
inadequate knowledge about the prevalence and patterns
of unhealthy behaviors within poor urban communities,
apart from national averages or stereotypes. The financial
or time costs of participation may be prohibitive for many.
Finally, in the context of institutionalized barriers to

achievement, full consideration of the role of behavior in the

health of the poor must also include the ways that socially
approved behavior—such as persistent, active, effortful
coping, as discussed above—may be harmful to health.

In closing, eliminating the staggering disparities
in the probability of survival to or through middle age
should be recognized as a high-priority policy goal. It may
be prior to progress toward other important social policy
goals. For example, high levels of health-induced disability
among working-age African-American men contribute to
their relatively low rates of labor force participation
(Bound et al. 1996). Such disabilities also pose practical
challenges for the members of the family or the larger
informal social networks who care for the disabled, often
women. These challenges may undermine the caretakers’
efforts to fulfill competing obligations to family and work.
For some women, these challenges can be expected to
intensify as they try to adhere to the rigid work require-
ments of welfare reform.

If this reading is correct, it would mean that
policymakers committed to improving population health
should consider a broad array of policy levers and that they
should require health impact statements for proposed
economic or social welfare policies with other primary
goals. This would reduce the chances that the health of
the poor—and of urban African-Americans in particular—
is further eroded by programs targeted at them, but pro-
posed or evaluated on grounds other than their health

implications.
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1. The higher income area in New York City included a large number
of West Indian immigrants (30 percent), but even when looking only at
the mortality experience of native-born African-American residents, we
see that their mortality rates were comparable to those for white men

nationwide.

2. John Henryism is measured by a twelve-item scale. The items reflect
the following themes: 1) efficacious mental and physical vigor, 2) a
strong commitment to hard work, and 3) a single-minded determination
to succeed. For each item, the respondent answers on a scale of 1 to 5,
where 1 is “completely false” and 5 is “completely true.” Examples of the
items are: “I've always felt that I could make of my life pretty much what
I wanted to make of it.” “Once I make up my mind to do something, I

» «

stay with it until the job is completely done.” “When things don’t go the

way I want them to, that just makes me work even harder.”
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Commentary

Carol Rapaport

These two papers fit together very well, as each concerns
poverty’s effects on health status. Barbara Wolfe examines
whether poor children receive adequate health care. If they
do not, these children are more likely to grow up into
adults with health problems. Arline Geronimus examines one
possible consequence of health problems: excess mortality in
people aged fifteen to sixty-four.

My discussion will focus on the health consequences
of poverty. I will start by presenting specific comments on
each paper and will follow by briefly noting several other

public policy concerns relating to health and poverty.

WOLFE
Wolfe asks important questions about children’s health.
Are children without health insurance receiving adequate
care? What are the differences in health expenditures
between children with public insurance and children
with private insurance? The paper concludes that health
insurance coverage and the health status of children have
both declined since 1990. In addition, Wolfe argues that

by increasing public coverage we will help foster increased

Carol Rapaport is an economist at the Federal Reserve Bank of New York. The
views expressed are those of the author and do not necessarily reflect the position of
the Federal Reserve Bank of New York or the Federal Reserve System.

equality in health care usage for healthy children—Dbut
probably not for children with health problems. I think we
would all agree that these are vital policy issues.

Wolfe’s paper is also noteworthy for its explicit
acknowledgment of data limitations. She uses the most
recent data from the Agency for Health Care Policy and
Research to evaluate medical expenditures. Unfortunately,
the agency has not yet released figures on medical
expenditures, and Wolfe is very forthright about the limi-
tations imposed on her argument by this constraint.
When her paper talks about expenditures, it is really
talking about an index of health care use: the higher the
index value, the more the child uses the health care system.
The paper is also quite frank about several methodological
simplifications.

That being said, two straightforward suggestions
could strengthen the paper. First, it would be useful to
include the characteristics of the parents. Are they high
school graduates? What is their current marital status?
These and similar parental characteristics can be expected
to affect medical expenditures on children. Second, a look
at outcome measures other than expenditures would be
worthwhile. For instance, the expenditure data are approx-
imations, but the count data on the number of doctor

visits are exact. What, then, is the relationship between
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poverty and the number of doctor visits for infants and
toddlers? The American Academy of Pediatrics recommends
a certain number of well-baby/well-child visits per year,
depending on the child’s age. The paper could examine
the relationship between poverty and the share of children
meeting these minimum requirements.

Wolfe raises two other important questions, but
these are much harder to answer. First, what are the
interrelationships between poverty, health insurance, and
health status? Her paper focuses on children with a health
need, but future work could examine need itself. If the
United States had something closer to universal coverage,
perhaps we would observe fewer children with health
problems. Mothers might get better prenatal care, and
childhood diseases such as asthma might be detected
sooner. Wolfe shows that by increasing coverage we will
increase medical usage, but greater coverage might also
affect whether an individual child is at high risk for
needing a lot of medical care.

The second question is long-standing among
economists: why don’t all children who are eligible to
enroll in Medicaid do so? This question is described as the
problem of take-up of public health insurance. Compare
two children—one has public insurance, the other is
uninsured, healthy, and eligible for public insurance. Just
how different are these two children? Quite different, in
Wolfe’s paper—and in most other research. However, if
the uninsured child got sick, went to a clinic, and was
immediately enrolled in public insurance, the two children
might turn out to be more alike than not. In other words,
researchers may need to distinguish an uninsured child
who is eligible for public health insurance from one who is

not eligible.

GERONIMUS
This author also addresses an interesting topic: death as
an actual health outcome. Such an unambiguous measure
of health status is appealing. By analyzing six poor, pri-
marily white communities, and six poor, primarily black
communities, Geronimus evaluates excess mortality in men
and women aged fifteen to sixty-four. How many black

men in a given poor area died, she asks, over and above

what would be expected from a national analysis of white
men? Her main result is that it is hard to summarize her
main results. On the one hand, blacks in poor urban/northern
communities have high rates of excess mortality, and the
situation is worsening. On the other hand, people in
poor rural communities fare better in terms of excess
mortality—Dbut the bottom line is that important differences
exist across communities.

My suggestions here again are straightforward.
First, I am somewhat concerned about the accuracy of the
excess mortality measure. Excess mortality is a very con-
ventional measure in health economics, so my concern
really applies to all researchers in this area. Excess mortality
takes all white men as the optimal health standard for poor
black men. Similarly, all white women are assumed to be
the optimal health standard for poor black women. My
concern is that this procedure implicitly assumes that people
of all races are biologically identical. In extreme cases, this
assumption is invalid: white individuals are unlikely to get
sickle-cell anemia and black individuals are unlikely to get
Tay-Sachs disease. Accordingly, I suggest possibly using a
standard other than white individuals when evaluating the
health of blacks. For example, one might compare black
women in poor communities with black women in more
affluent ones.

My second suggestion concerns future research.
Geronimus has identified poor communities and essentially
has sorted them by health status. The paper, however, has
not evaluated why the communities are different. I would
like to see an analysis of their characteristics. We have
learned that health outcomes differ across the communities,
but what else is different? The author alludes to the slower
pace of southern living, but many additional characteristics
of the community—such as education levels—are
observable. Moreover, I am especially interested in the

supply of health care providers across communities.

CONCLUDING REMARKS
There are four issues of current policy importance not fully
addressed in these two papers. Each, in my opinion, merits
furcher research. First, in 1997, Congress appropriated funds

for individual states to expand public health insurance cover-
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age for children. The Children’s Health Insurance Program,
or CHIP, left the states with great discretion in under-
taking this action, and we can expect to see large variations
in insurance plans across states. These variations will help
researchers examine which types of insurance expansion
actually improve health outcomes. However, the eligibility
increases may in fact cause children to switch from private
insurance to CHIP, a process known as crowding-out.
Second, welfare reform removed the direct link

between welfare eligibility and Medicaid eligibility. As

some individuals are removed from the welfare rolls, they
may not understand that their children remain eligible
for public insurance. Third, we know very little about the
increasing importance of Medicaid managed care and its
effects on health outcomes. Finally, health and the elderly
will continue to be an important topic; of particular con-
cern is the fact that the Medicare trust funds will face

increasing pressures as the U.S. population ages.
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Public Health and the Public Agenda

Kevin Thurm

Thank you, Mr. McDonough, for that gracious intro-
duction and, of course, for the opportunity to come
home to New York.

People often remark that New York City is some-
thing of a microcosm of our nation as a whole. For that
reason, I cannot think of a better place to have this con-
ference. But even more, I cannot think of a better time to
have it than now.

What today’s presentations tell us is something
that Secretary Shalala, myself—and our entire Administra-
tion—are aware of back in Washington. We are living
through a remarkable—perhaps unprecedented—economic
expansion: a time in which millions of jobs have been
created, productivity is up, and the U.S. economy has
firmly reestablished its wvitality. I think Chairman
Greenspan the other day used the phrase “truly phenomenal.”

But while our economy has brought hope and
opportunity to millions, we recognize how much more still
needs to be done for many Americans. That is a particular

issue for us at the Department of Health and Human Ser-

Kevin Thurm is deputy secretary of the U.S. Department of Health and Human
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do not necessarily veflect the position of the Federal Reserve Bank of New York or
the Federal Reserve System.

vices. Because while many measure low incomes in dollars
and cents, we also see them reflected in illnesses and injuries
that go untreated—and in diseases, even deaths, that could
have been prevented. We have seen these occurrences not
only in our cities, but in Appalachia, the Mississippi
Delta, and the reservations of Native Americans.

I would like to speak with you for a moment
about the challenges that we face today—and about the
demands they will place on us tomorrow.

In the time that I have been at Health and
Human Services, one of the things I have learned is that
the public health profession has quite a lot to teach policy-
makers. That is something many New Yorkers learned
earlier this decade when Dr. Margaret Hamburg was New
York City’s health commissioner. Faced with a serious
outbreak of tuberculosis, she organized a multipronged
effort aimed at prevention, treatment, and long-term
care. It was an effort that involved not only mobilizing
health care providers in the field, but also policymakers
in New York City, Albany, and Washington. And it was a
success. Dr. Hamburg’s accomplishment was all about
making the right diagnoses, and carrying out the right
plan of action.

Well, when public health professionals examine
America’s health, they see many, many strengths, but

they also recognize some very serious symptoms.
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The good news, of course, is that Americans are
living longer, healthier lives. Thanks in large measure to
advances in public health, over the course of this century
the average American’s life span has increased by twenty-
five years. Today, infant mortality is at an all-time low
and child immunization is at an all-time high. We have
even seen a decline in teen pregnancy. And, over the last sev-
eral years, we have made dramatic inroads in our fight
against AIDS, cancer, and other diseases. But there is also
some disturbing news: too many are being left behind.

Let me share a few statistics with you:

® Today, infant mortality rates for African-Americans
are twice as high as they are for white Americans.

* Chinese-Americans are four to five times more likely
to have liver cancer than other citizens.

e Latinos suffer diabetes at a rate twice the national
average.

* The diabetes rate among Native Americans is three
times as high as the national average. In fact, one-half
of all the adults in the Pima Indian Tribe in Arizona
are diabetic. That is the highest known rate in the
world.

These are the symptoms. What is the diagnosis?
We have known for a long time that an individual’s risk
of an early death rises as his or her standing in the social
hierarchy falls. In fact, income is actually one of the
strongest single predictors of mortality. This is what it
really means when, despite the incredible economic gains
we have made over the last six years, we say how much
more we still need to achieve.

Today, 10.5 percent of Americans over the age of
sixty-five are still living in poverty. African-Americans
and Latinos are still roughly twice as likely as other citizens
to live in poverty. Many of these Americans are likely to
go to work at lower paying jobs, where they face more
dangerous working conditions. And, as Barbara Wolfe
points out, they are more likely to come home to substan-
dard housing, as well. Furthermore, these conditions are
often compounded by a lack of health insurance coverage.

Today, more than 43 million Americans are uninsured. In

New York City, approximately one in every four residents
is uninsured.

How do these numbers translate into reality?
Let me give you an example: Last year, in New York
City 58 percent of uninsured women over the age of fifty
did not receive a mammogram, compared with 33 percent of
insured women.

But even more shocking is the plight of the
roughly 11 million uninsured children in America today.
Barbara Wolfe tells us that poor children without health
insurance were more than two-and-a-half times less likely
to see a health care provider over the course of a year than
poor children with insurance.

At Health and Human Services, we have found
that many of these kids come from families where their
parents work, but earn too little to afford private insur-
ance. And approximately four million are even eligible
for Medicaid. But they are all uninsured. As a result, they
are less likely than insured children to be immunized.
They are less likely to receive preventive and primary care
services. They are less likely to receive ongoing care for
chronic illnesses such as asthma. And they are much less
likely to receive treatment for injuries and diseases until
they become serious.

That is why the Children’s Health Insurance Pro-
gram, or CHIP, was created. CHIP is a $24 billion commit-
ment to provide heath insurance to millions of children
growing up today in low-income working families. These
are families that earn too much to receive Medicaid, but
earn too little to afford private insurance.

To date, we have enrolled approximately one mil-
lion children in CHIP. Almost every state, the District of
Columbia, and Puerto Rico have been approved for CHIP
funds. It is a true state-federal partnership. In addition, as
with welfare reform, states have tremendous flexibility
in this program, but that flexibility must also be bal-
anced with accountability.

We want elected officials to make participation
in CHIP by eligible families as easy as it can be. Accord-
ingly, we are working with the states—and with the pri-
vate sector—on outreach efforts, so they can help make

sure that every eligible child is enrolled in CHIP. Our
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efforts include a toll-free phone number, a new web site,
and a national advertising campaign. The same goes for
our outreach efforts on Medicaid. However, our diagnosis
tells us that the issue is not just about insurance coverage.

The same commitment that led the President
and Vice President to support CHIP also led to their
challenge to all of us at Health and Human Services to
take action to eliminate racial disparities in health. That
is why, last year, Secretary Shalala and the nation’s Surgeon
General, Dr. David Satcher, set a very simple goal. We said
that by the year 2010, America must eliminate racial
and ethnic disparities in infant mortality, diabetes, cancer
screening and management, heart disease, AIDS, and
adult immunization.

In addition, we have asked Congress to invest
$400 million over the next five years—in addition to our
existing resources—to create public/private partnerships to
replicate successful strategies. In particular, with the
Congressional Black Caucus, last October the President
announced specific targeted efforts to attack HIV/AIDS
in the African-American and other racial and ethnic
minority communities, where it is a severe and ongoing
crisis. In fiscal year 1999, we have targeted $156 million
on top of our ongoing programs and efforts.

We have undertaken this health-disparities initia-
tive not only because it is morally right and just, and it
reflects the evidence of where these diseases strike most
severely, but also because we know that closing these gaps
will lead to better health for all Americans.

That is the same idea behind our initiative to
improve health care access for uninsured workers. The
Administration has proposed $1 billion to strengthen
community health clinics, public hospitals, academic
health centers, and health departments—the health care
delivery systems millions of uninsured Americans depend on.

But, I must tell you, no one suffers from any illusion
about the significance of the obstacles we face. We realize
that what we face goes beyond issues of income, health
insurance coverage, or programs. It is also about provid-
ing access to culturally appropriate care as well as about
informing, educating, and empowering Americans to

take better care of themselves. These are two of the most

pressing challenges—and opportunities—as we enter the
twenty-first century.

First, with respect to the need for access to cul-
turally appropriate care, in May 1996 the New England
Journal of Medicine reported that poor African-American and
Latino communities have roughly one-third fewer physi-
cians as poor white communities do.

Simply put, we have an insufficient number of
minority health professionals in America today. Now,
some people do not accept that race should be an issue.
They will tell you that a doctor is a doctor and his or her eth-
nicity should not make a difference. And they are right—
it should not, but in truth, it does.

This is because minority health care providers are
more likely to treat minority patients, and minority
patients are more willing to see health care providers of
their own race and ethnicity. This is also because when
minorities do turn to our health care system today, they
may be treated differently than whites. Earlier this year, a
Georgetown University study found that physicians are
far less likely to recommend sophisticated cardiac tests
for African-Americans than for whites with identical
complaints of chest pain. This is despite the fact that
African-Americans are 40 percent more likely to die from
heart disease than whites.

There is another factor. The ethnicity of the pro-
vider also makes an enormous difference when you take
into account the fact that African-American, Asian-
American, and Latino physicians are more likely than
white physicians to treat Medicaid or uninsured patients
in the same area. Today, nearly half of the patients seen by
African-American doctors are either on Medicaid or are
uninsured. That is one of the reasons why it matters that
only 5 of every 100 doctors are Latino and only 4 of every
100 are African-American. We know from experience
that those are the physicians most likely to provide the
care African-American and Latino families so desperately
need.

Accordingly, at Health and Human Services we
have been working to help minorities make their way
into the health professions. In our fiscal year 1999 budget,

we invested more than $300 million in scholarships, loans,
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financial aid, and other programs. But we cannot stop
there.

We need to work with our primary and secondary
schools to stimulate interest in the health professions
among the young. We need to strengthen and promote the
health sciences at historically black colleges and universities,
Hispanic-serving institutions, tribal colleges and universities,
and among Native Americans and minorities at other
institutions. We also need to maintain our commitment
to research so that we can better understand the reasons
for different health treatment and outcomes.

Again, this is not about having some pie-in-the-
sky ideas about social justice. It is about saving lives.
Because our nation’s health—our public health—is only
as strong as the health of every American family.

The second challenge we face is to understand that
effectively communicating health information with every
American is also crucial to producing better health out-
comes. The truth is that the vast majority of the health
problems I have mentioned—problems like infant mortality,
heart disease, cervical cancer, diabetes, and others—are,
in large part, preventable and treatable. For example, we
know that early detection and screening can reduce the
risk of death from breast cancer by almost one-third—
and that it can nearly eliminate the risk of death from
cervical cancer entirely. But many minority women, espe-
cially African-American women, have never even had a
mammogram or Pap smear.

We face a similar challenge in combating cardio-
vascular disease—particularly heart disease and stroke.
For instance, we know that minorities have higher rates
of hypertension and that they develop it at an earlier age.
However, we also know that they are less likely to control
their blood pressure once it is diagnosed.

But while hypertension and high blood pressure
can be easily treated, there is little anyone can do until the
individual fully understands the risks he or she faces and
the options available. That is where education comes in.
Now, sometimes the problem is obvious. For example, for a
long time it was almost impossible to find a single informa-
tional brochure on mammography in this country written

in Vietnamese. Now we have translated that information

not only into Vietnamese, but also into Cambodian, Laotian,
Chinese, Korean, and other languages. But if health
education were simply a matter of handing out brochures,
we would have won some of our battles long ago.

This is because what we are up against is not only a
question of getting information into the hands of people
who want it, but also helping to let people know that
they need it. This is also true for older Americans, who
already have coverage through Medicare. We know that
less than 30 percent of women between the ages of sixty-
five and sixty-nine are getting mammograms every two
years. We also know that less than one-fourth of Medicare
beneficiaries are receiving recommended tests for colon
cancer. Research has also found that only a fraction of Medi-
care beneficiaries who should be vaccinated against pneu-
monia actually are.

But it is not enough simply to educate, we must
also counteract the misinformation that permeates our
nation as a whole, and often low-income minority
communities in particular. For example, the tobacco
industry has inundated minority communities with some
of the most sophisticated advertising this country has
ever seen. As a result, they have worsened a health crisis
that is already difficult enough to respond to. It is part of
the reason why African-Americans have the highest rate
of lung cancer of any group in the country.

As Surgeon General Satcher points out, this is
in part due to the fact that we have not effectively
communicated messages about the importance of a good
diet, quitting smoking, and regular exercise. Again, this is
true for America as a whole, but for minority communities
in particular. To paraphrase an old saying, “when America
catches a cold, minority communities get pneumonia.”

So we know that we are faced with more than an
issue of income, coverage, and programs. It is about
appropriate access: not only the lack of affordable health
care but also the shortage of minority health care provid-
ers. It is about education: the fact that we are simply not
effectively communicating health information. But, even
beyond this, it is about the need for all of our institutions
to keep pace with a whole series of profound demographic

shifts in this country.
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As I mentioned earlier, New York City is a lot
like America. But, in many respects, America is becoming
more like New York City. Because of that, the impor-
tance of these issues is only going to grow.

The shortage of minority health care profession-
als and our need to communicate more effectively become par-
ticularly critical when we consider the fact that, by the year
2020, more than one-third of Americans will be racial or
ethnic minorities. The Hispanic population alone will rise
from just over 11 percent to more than 16 percent. By the
year 2040, members of minority communities will
account for just under half of our population.

But this is not only about race. As the almost ritual
debate in Washington over Social Security reminds us, we
are becoming an older society: a nation where meeting
the needs of the elderly—in housing, health care,
nutrition, transportation, and other areas—is going to
take up more of our individual time and our collective
resources.

Now, responding to all of these challenges will
not be done by the federal government alone. It is up to
all segments: business, labor, religion, public schools,
universities, as well as state and local governments.
Most important, it will take leadership—particularly
leadership at the most senior levels of public and private
institutions.

What the science of public health tells us is that,
just as a series of factors often contributes to the spread of
disease, it sometimes takes different approaches to cure it.
Almost 150 years ago, cholera was one of the deadliest
diseases in England. At the time, no one had any notion of
how to stop it. Well, one doctor had an idea. He was a
doctor named John Snow.

Rather than attempting to treat every single case
of cholera, Dr. Snow sat down with a map of London—a
city where the disease had claimed more than 500 lives in
one ten-day period alone. He laid the map on the table

and began to mark the locations of all the homes of the

people who had died. What he discovered was that the
deaths had all occurred in an area called Golden Square—
and that people in this neighborhood were drawing their
drinking water from the same source. Armed with noth-
ing more than a map and a pretty good hunch, Dr. Snow
left his home and went to one of the water pumps used by
the people in Golden Square—and he took off its handle.
Once that pump was out of commission, the epidemic
abated.

Today, there is not any single pump handle that
we need to remove. There are many interventions neces-
sary—and government cannot perform all of them. We
all have to do our part because, more than ever, we know
that a public health issue today can become an economic
problem tomorrow. Funds that are not invested in pre-
ventive care now can grow to become huge expenditures
for emergency-room care later. Tax dollars that otherwise
might be used for education and for rebuilding our infra-
structure instead are used to provide care for illnesses that
could have been avoided. But this is not just a concern for
the public sector.

Today, we know that the companies best suited
to compete and win in the new economy will be those
with a well-trained, active, and involved workforce. But
ask yourself, how likely is it that any employer will be
able to achieve that kind of stability when workers from
half of our population—and their families—may suffer
from untreated sickness and disease? In this respect, pub-
lic health is not only a byproduct of economic growth—it
is a precondition for it.

Let me leave you with the words of a truly great
New Yorker. I am talking, of course, about Yogi Berra.
Yogi Berra once said that if you want to change some-
thing, you have to change something. Well, I submit that
it is our job to change something. To take the example of
Dr. Snow to heart. And to make it our personal business
to take the handles off of those pumps.

Thank you.
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Housing Outcomes: An Assessment

of Long-Term Trends

James A. Orr and Richard W. Peach

I. INTRODUCTION
In the field of housing economics, there is a long tradition
of evaluating housing outcomes for the entire population
and various subgroups by tracking four key variables, or
concepts: the physical adequacy of the occupied housing
unit, the number of people living in the unit relative to the
number of available rooms, the financial commitment to
housing expressed as a share of the household’s income, and
the household’s assessment of the quality of its neighbor-
hood and of its local public services. In this paper, we
examine trends in housing outcomes over the past two
decades for income quintiles, controlling for the age of the
household head and for tenure (renter versus owner) status.

Our data set for this analysis is the American
Housing Survey (AHS), which is produced jointly by the
U.S. Bureau of the Census and the U.S. Department of
Housing and Urban Development. The AHS was con-
ducted annually from 1973 to 1981 (as the Annual Housing
Survey) and has been conducted in odd-numbered years
since 1983. We present data from 1975 through 1997.

Information is collected on individual housing units and

James A. Orr is a vesearch officer and Richard W. Peach a vice president
at the Federal Reserve Bank of New York. The views expressed are those
of the authors and do not necessarily reflect the position of the Federal
Reserve Bank of New York or the Federal Reserve System.

on selected characteristics of the residents (a small percentage
of the units are unoccupied). National samples range in size
from 50,000 to 80,000. From 1973 to 1983, the sample
consisted of a panel of housing units selected from the
1970 decennial census, with allowances for additions to the
stock of housing from new construction. A new sample was
drawn from the 1980 decennial census, which has been
used from 1985 to the present. However, new sample
weights were introduced in 1991 based on the 1990
decennial census.!

The main conclusions drawn from our analysis are
as follows. There has been significant improvement in the
physical adequacy of the housing stock over the past few
decades, particularly for households in the lowest income
quintile. As a result, today there is very little difference
across income quintiles in terms of the physical adequacy
of the units occupied. A similar result holds for persons per
room. Because newly constructed housing units have
tended to increase in size over time while the number of
persons per household has declined, persons per room has
steadily declined for all income quintiles and there is now
little difference across them. Assessments of neighborhood
quality have also improved, although not nearly as
much as the physical quality of the housing stock, and a
sharp divergence of assessments of neighborhood quality

remains across the income quintiles. In contrast, financial
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commitment has not improved, particularly for lower
income households. The share of this group’s income
devoted to housing increased significantly in the late
1970s (a period of rapid inflation) and remained high in
the 1980s (a period of generally high interest rates). While
there has been some improvement for the population as a
whole in the 1990s—likely due in part to the slowing of
inflation and the associated drop in long-term interest
rates—this improvement has not been experienced by

households in the lowest income quintile.

II. AN OVERVIEW OF DEMOGRAPHIC

AND HOUSING CHARACTERISTICS
It is useful to begin this analysis with a broad overview of
some of the key demographic and housing characteristics of
the households in total and by income quintile.2 Quintile 1
represents the highest income, quintile 5 the lowest. The
table presents data on the age distribution (of the house-

hold head) and tenure status of all households and for the

respective quintiles for three years—1975, 1985, and
1997. In addition, for 1985 and 1997 households are
divided into those receiving some form of housing subsidy
and those not receiving a s;ubsidy.3

The proportion of households that own the
homes in which they reside was 67.4 percent in 1975, it
declined to 65.1 percent by 1985, but then it partially
recovered, to 66.1 percent, by 1997. These home owner-
ship rates, which are based on our computations of AHS
data sets, are somewhat lower than official Census Bureau
published figures, but generally follow the same pattern
through time. Higher income households are much more
likely to be homeowners than are lower income house-
holds. Moreover, the home ownership rate for the highest
income quintile rose steadily over the past two decades.
In contrast, the rate for the lowest income quintile fell
significantly from 1975 to 1985, and recovered only
modestly by 1997. A similar but less extreme pattern

exists for the middle-income quintile.

DEMOGRAPHIC AND HOUSING CHARACTERISTICS BY INCOME QUINTILE

Percent
Age
Quintile Owner Renter Under Thirty-Five  Thirty-Five to Sixty-Four  Over Sixty-Five Unsubsidized Households ~ Subsidized Households
1975
1 86.6 13.4 19.8 74.6 5.6 NA NA
2 77.3 22.7 34.5 58.8 6.7 NA NA
3 66.9 33.1 36.7 50.4 13.0 NA NA
4 57.4 42.6 32.6 40.6 26.8 NA NA
5 51.0 49.0 21.2 32.5 46.3 NA NA
Total 67.4 32.6 28.9 50.9 20.2 NA NA
1985
1 87.5 1255 19.2 74.1 6.7 94.4 5.6
2 75.3 24.7 31.0 59.5 9.5 92.6 7.4
3 63.1 36.9 33.0 47.7 19.2 91.5 8.5
4 54.4 45.6 31.2 38.5 30.3 89.6 10.4
5 44.0 56.0 26.1 30.4 43.5 79.7 20.3
Total 65.1 34.9 28.1 50.3 21.6 89.6 10.4
1997
1 89.2 10.8 14.6 78.4 6.9 95.9 4.1
2 77.7 223 22.7 66.3 11.0 93.7 6.3
3 64.5 35.5 26.6 54.3 19.1 94.5 5.5
4 54.6 45.4 27.3 41.8 30.9 93.1 6.9
5 45.0 55.0 23.5 34.5 42.0 84.8 15.2
Total 66.1 33.9 229 55.0 22.1 92.4 7.6

Source: Authors’ calculations, based on American Housing Survey national data sets for the respective years.

Note: A unit is defined as subsidized if: a) it is publicly owned housing; b) the federal government pays some cost for the unit; ¢) state or local government pays some cost

for the unit; d) household income is reported each year so that rent can be set; e) a low-cost mortgage is obtained through a government program; f) the unit is rent-

controlled—or any combination of the aforementioned.
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In terms of age, the population as a whole grew older
over the past two decades, with the share of household heads
under age thirty-five falling from 28.9 percent in 1975 to
22.9 percent in 1997. Shares of households in the older age
categories rose by an offsetting amount, with the largest
increase in the age thirty-five to sixty-four category. The
age distribution across income quintiles generally reflects
the pattern of income over the life cycle, with income rising
into middle age and then falling as the primary wage earner
approaches and then enters retirement.

Finally, while we cannot have great confidence in
the reported proportion of households receiving some form
of housing subsidy, we can probably have more confidence
in the change in this proportion over time. In total, the
proportion of households receiving some form of subsidy
fell from around 10.4 percent in 1985 to 7.6 percent in
1997, likely reflecting a combination of tightened eligibility
standards, the strong economy, and the low unemployment
rates of the mid-1990s. Households in the lowest income
quintile are roughly four times more likely to receive a

subsidy than those in the highest income quintile.

III. PHYSICAL ADEQUACY
The physical condition of each housing unit in the sample is
assessed by using both the inspection report of the individual
conducting the survey—the interviewer—and the responses
to questions posed to the household. Housing units are then
objectively rated as adequate, moderately inadequate, or
severely inadequate based on the presence of physical
defects and the frequency of occurrence of breakdowns of
the plumbing, heating, and electrical systems. This ranking
procedure has been generally constant over time, allowing for
assessments of changes in physical adequacy. (The specific
criteria used to rate units according to these physical adequacy
classifications appear in the appendix.) We focus on trends in
the proportion of units rated severely inadequate since, in our
view, only minor or temporary problems are required for a
unit to be rated as moderately inadequate.

In 1975, roughly 5 percent of all housing units in
the United States were rated severely inadequate; by 1997,

that figure had fallen to around 2 percent (Chart 1). This
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improvement reflects the ongoing inflow of new units into
the housing stock and the outflow of substandard units
through abandonment, demolition, and rehabilitation. The
improvement in the physical quality of the housing stock
is seen across each of the income quintiles. By 1997, there
was little difference in the share of units rated severely
inadequate between the highest and lowest income house-
holds. Moreover, the most dramatic reduction in the share
of severely inadequate units—from around 12 percent in
1975 to about 3 percent in 1997—occurred in the lowest
income quintile. Within this quintile, housing adequacy
improved for households with relatively young heads
(twenty-five to thirty-four years old) as well as for those
with relatively older heads (sixty-five years of age and
older)—regardless of whether the household head was an
owner or a renter.

Furthermore, as shown in Chart 2 (which is plotted
from 1985 to 1997, while Chart 1 is plotted from 1975 to
1997), there does not appear to be a significant difference
in physical adequacy between lowest quintile households
receiving housing subsidies and those not receiving subsidies.
Thus, the rising trend of inequality in the distribution of
income over the past several decades does not seem to

correspond to a relative deterioration in the physical adequacy
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Chart 2
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of the housing units occupied by low-income households.
On the contrary, the physical adequacy of the housing
stock has improved dramatically for the lowest income
quintile and there is now little difference in physical

adequacy across income groups.

IV. PERSONS PER ROOM
The extent to which households are living in cramped or
overcrowded housing units is captured in a measure of the
average number of persons per room. This outcome measure is
computed for each occupied housing unit in the survey by
dividing the total number of persons living in the unit by
the number of rooms. Rooms are defined as whole rooms
used for living purposes, such as kitchens, living rooms,
dining rooms, bedrooms, finished attics and basements,
permanently enclosed porches suitable for year-round use,
and offices used by persons living in the unit. Not included
as rooms are bathrooms, halls, foyers, vestibules, closets,
alcoves, laundry and furnace rooms, storage spaces,
unfinished attics and basements, and open porches.

The average number of persons per room in U.S.
households declined steadily between 1975 and 1997
(Chart 3). The reduction in the degree of crowding in U.S.

households reflects the fact that newly constructed housing
units have tended to increase in size over time while the
number of persons per household has declined. Three
reference points are plotted on the chart that show the
number of persons per room in a seven-room house occupied
by six people (.857), four people (.571), and two people
(.286). The house consists of three bedrooms, a kitchen,
living room, dining room, and family room. By 1997, the
average number of persons per room had declined to .55,
indicating that the typical housing unit is now slightly less
crowded than a seven-room house occupied by four people.

A similar reduction in the number of persons per
room has occurred for both the highest and lowest income
quintiles, and in 1997 there was virtually no difference
between these quintiles in the average number of persons
per room (Chart 4). Within the lowest income quintile,
however, units with relatively younger household heads are
about twice as crowded as those with older heads. More-
over, while the number of persons per room in units with
both younger and older household heads has declined, the
difference has persisted over the period, reflecting the
continuing presence of children in the households headed

by younger people.
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Chart 4
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V. FINANCIAL COMMITMENT
A household’s financial commitment to housing is expressed
in terms of housing costs as a percentage of family income.
The AHS uses a comprehensive definition of housing costs,
which for owners includes principal and interest payments
on all mortgages secured by the property; real estate taxes;
utilities; property insurance; condo, co-op, and homeowner
association fees (starting in 1984); and routine mainte-
nance (starting in 1984). For renters, monthly housing
costs are termed “gross rent,” which includes contract rent
plus charges for utilities, whether or not those utilities
are included in contract rent. Note that gross rent may
not be strictly comparable in all cases since contract rent
may include fees for amenities such as swimming pools and
tennis courts, parking, and rental of furnishings. Since
1984, renters’ costs for property insurance have also been
included in gross rent.

Family income is defined as the cash income of the
household head or reference person and all other persons in
the household related to the reference person over the
twelve months before the interview date. Income is the

sum of wage and salary income, net self-employment

income, Social Security or railroad retirement income,
private pensions, public assistance, and all other money
income, gross of taxes and voluntary deductions. Note that
income does not include any “in-kind” income, such as
housing subsidies, food stamps, or food produced and con-
sumed by households. Also note that the AHS defini-
tion of income does not include the imputed return on
homeowners’ equity, a potentially significant amount that
will be addressed below.

Chart 5 presents the average housing costs as a
percentage of family income for all households as well as
the averages for the lowest and highest income quintiles.
For all households, financial commitment averaged just
above 20 percent in 1975, rose to nearly 30 percent by
the early 1980s, stayed at roughly that level through the
early 1990s, and returned to around 20 percent by 1997.
This upside-down saucer shape roughly corresponds to the
behavior of nominal mortgage interest rates. Mortgage
interest rates were in the 7.5-9.0 percent range in the
early-to-mid-1970s, rose to the 12.5-14.0 percent range
in the early-to-mid-1980s, but then returned to the

7.5-8.5 percent range in the mid-1990s.

Chart 5

Financial Commitment: Highest and Lowest Income
Quintiles
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For the highest income quintile, financial com-
mitment rose relatively modestly over this time interval.
In contrast, the financial commitment of households in the
lowest income quintile deteriorated even more from the
mid-1970s to the mid-1980s, rising from around 40 per-
cent to around 60 percent. By 1997, it was still around
60 percent, exhibiting none of the improvement experienced
by the average household. The source of the long-term rise
in the financial commitment of the lowest income quintile
has been the relatively slow growth in family income com-
pared with housing costs (Chart 6). While housing costs
have advanced more rapidly than income for all house-
holds, the difference in growth rates has clearly been most
pronounced for the lowest income quintile.

For relatively young households in the lowest
income quintile, the fraction of income devoted to housing
costs is even higher, averaging about 65 percent in 1997
(Chart 7). This share has remained between 50 and 65 per-
cent for the past decade and has not differed systematically
between owners and renters. Low-income households with
older heads, however, devote a substantially smaller share of
their income to housing than do younger households, but
this share has increased roughly 15 percentage points for
both groups between 1975 and 1997. Neither the younger

nor the older households in the lowest income quintile,

Chart 6

Housing Costs and Income Growth, 1975-97

Compound Annual Rate
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Source: Authors’ calculations, based on American Housing Survey data.

regardless of whether they are renters or owners, have seen
an improvement in their financial commitment over the
1990s. Also of note, there does not appear to be a signifi-
cant distinction in the financial commitment of low-income
households in subsidized versus unsubsidized units.
Ideally, the measure of income used in computing
financial commitment would include the imputed return
on homeowners’ equity. After all, this is most households’
single largest asset. For those sample records with the
necessary data points—or where we could reasonably
assign missing values—we estimated the return on owners’
equity, included it in income, and then computed financial
commitment with and without this source of income.*
Chart 8 presents those results for the first, third, and fifth
income quintiles, where assignment of a sample record to
an income quintile is based upon the reported cash income
only. Note that financial commitment is reduced by
roughly 10 percentage points for the lowest income quintile,
but by only about 2 percentage points for the highest
income quintile. Two factors appear to explain this result.
First, the lowest income quintile includes a relatively high
proportion of older households, many of which are owners
with relatively low loan-to-value ratios. Second, in relation

to cash income, this return on equity is considerably more

Chart 7
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Chart 8

Financial Commitment: First, Third, and Fifth
Income Quintiles

Average Housing Costs as a Percentage of Family Income
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Note: Solid lines represent pre-equity housing costs; dashed lines represent
post-equity housing costs.

important for low-income households than for high-
income households. Inclusion of return on equity does not
alter the fundamental result, that lower income households
pay what many regard to be an excessive share of their
income for housing. However, it does alter the relative

financial commitment across income quintiles.

VI. NEIGHBORHOOD QUALITY
The AHS includes a self-reported assessment of the house-
hold’s neighborhood as either excellent, good, fair, or poor,
based on the presence, dependability, and adequacy of spe-
cific public services and the presence and extent of bother
resulting from detriments such as litter, crime, and pollution.
We present data on the percentage of respondents rating
their neighborhood as either “fair” or “poor” as our final
housing outcome.

Between 1975 and 1997, assessments of neighbor-
hood quality improved for households nationwide and in
the lowest and highest income quintiles (Chart 9). As with
physical adequacy, the greatest improvement has been in
the lowest income quintile. Nevertheless, households in
the lowest income quintile rate their neighborhood conditions

substantially lower than those in the wealthiest quintile.

Chart 9
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Within the lowest income quintile, households with rel-
atively young heads rate their neighborhood conditions
lower than households with older heads (Chart 10). In
addition, owners in the lowest income quintile rate their

neighborhood conditions higher than renters do.

Chart 10

Neighborhood Assessment: Owners and Renters
in the Lowest Income Quintile
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VII. CONCLUSION
The physical adequacy of the nation’s housing stock has
improved over the past few decades, particularly for house-
holds in the lowest income quintile. Today, there is very
lictle difference across income quintiles in terms of the
physical adequacy of the housing units occupied. A similar
result holds for persons per room. Because newly con-
structed housing units have tended to increase in size over
time while persons per household have diminished, persons
per room have steadily declined for all income quintiles
and there is now little difference across quintiles. Assess-
ments of neighborhood quality have also improved,
although not nearly as much as the physical quality of the
housing stock. Furthermore, a sharp divergence of assess-
ments of neighborhood quality remains across the income
quintiles. In contrast, financial commitment has not
improved, particularly for lower income households. The
share of this group’s income devoted to housing increased
significantly in the late 1970s, a period of rapid inflation,
and remained high in the 1980s, a period of generally high
interest rates. While there has been some improvement for
the population as a whole in the 1990s—Ilikely due in part
to the slowing of inflation and the associated decline in
long-term interest rates—this improvement has not been
experienced by households in the lowest income quintile.

Within the lowest income quintile, physical ade-
quacy improved noticeably over our sample period for

households with relatively young heads (twenty-five to

thirty-four years of age) and for those with older heads
(sixty-five years of age and older). Very little difference was
observed in the physical adequacy of the housing units
occupied by these two groups in 1997. Although the persons-
pet-room and neighborhood-quality measures also improved
for units with younger and older household heads, both
measures were relatively worse for units with younger
heads.

The financial commitment of households with
younger heads exceeded that of households with older
heads, although the gap has narrowed somewhat over the
past two decades due to a modest, increasing trend in the
commitment of households with older heads. Unit owners
in the lowest income quintile had better housing outcomes
than renters on all four measures. Notably, the financial
commitment of older renters is now more than 10 percentage
points higher than that of older owners. In addition, the
neighbo