
FINANCIAL PROOLEMS OF LOW INCOME FAMILIES 

Eleanore T. Lu r ry 

Before entering in to a discussion o f the financia l probl ems of low 
income famil ies there are two points which I feel need to be defined: 

1. What is a low income? 
2. Who are the low fncQne famil !es? 
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What~~ low income? For the purpose of t his discu ssion low income 
farni l ies are those living in New York City who had incomes bel~w the 
amount required to meet the cost of The Fam il y Budget Standard in 1956. 
In the table be low2 a re li sted the amounts required in 1956 dollars to 
purchase the foods and services described in this Standard, as well as 
to pay taxes, for each size of family and the percentage who were below 
this leve l. Public assistance a llowances effective at this time are 
al so l is ted. 

Percent of Pub Ii c 
Si ze Cost family uni ts Assistance 
of of be low the All owances 

fam i Jy Budget Standard Budget Standard 1 ~56 
1956 prices 1956 No Emp . \~ i th Emp. 

2 persons $3' 172 27.6 $ 1304 1653 
3 persons 3, 744 18. I 1514 1863 
4 persons 4,264 2 l. 7 2080 2429 
5 persons 4, 784 33,5 2519 2867 
6 or more 5,876 55. 1 

Tota l 26. 7 

Unrel ated individuals, i. e. si ng le person units, 60.6 percent had 
incomes below The Standard. An adequate income fQL. ~ smal I family will 
be inadequate for the l a rger fami ly. 

It must be no ted that in def ining low income several factors have 
been cons idered. (I) Time (1956), (2) PTa;;e-(N~Y. City). and (3) 
Fami ly S ize. Also, a yards tick "A Famil y Budget Standa rcJ 11

, has been 
used to relat e the income requi red to t he actual income by family si ze. 
In add i t ion, there is anothe r factor that ente res into t he adequacy of 
income by family size - the li fe cycle status. This factor wi II be 
refer r ed to later in th i s presentat ion . 



In New York City, "The Fnm i ly Budget Standard" is used by most 
communi ty agenc ies as a bas i s for assessing the economic s tatus of a 
fami ly. Casework agencies use the Standard as a d iagnost ic too l in 
dete rmining if the financia l prob lem is a real one - that of unadequate 
income or if it is rel a ted to emot iona l o r psychologica l prob lem. This 
is a necessary step in counse li ng on problems of f inancia l management 
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and determ ining fees consistent with ab ili ty to pay fo r serv ices rendered. 
Public agencies in New York City use this yardstick in dete rmining 
e li gi bi !ity for free se rvices, the fee to be paid where there is ab ility, 
and t he contribut ions expected from lega ll y responsib le relatives for the 
support of an appl icant or client for Pub! ic Assistance. 

Major probl ems are ev ident for two groups in New York City - the 
faml ly whose income is less than "The Standard" and more than the amount 
on 1r1h i ch e Ii g i bi 11 ty for Pub Ti'ZAss i stance i s determined. -ATs;t'°he 
fami ly that meets the financial eligib ili ty requ irement fo r Public 
Assistance but refuses to app ly. This latter group is c l ass i fied as 
t he impoverished. 

As to the factors of t ime and place, if, fo r examp le, an Income of 
less than $l~200 (1 956) for a fami l y of four persons in New York City is 
def ined as a low income, t hi s amount would not necessa rily be a low 
income elsewhere in the U.S.A. The cost of living based on t he C.W.F.B.3 
in 1959 varied from a low of $5370 per year in Houston , Texas, to $6567 
in Ch icago, Illi nois-- app rox imately a $ 1200 difference. The cost fo r 
New York City was $5970. Th11 s p l ace as we ll as time and family si ze 
i s a factor in defin i ng the adequacy of an income level. 

There i s one more factor to consider in evaluat ing the adequacy 
of the level on income - that is the use of a ya rds tick. The purpose 
for which the yardst ick was developed mus t also be eva luated. Only 
then can the adequacy of income be measured for a specified level of 
1 ivi ng. 

Now that l ow income - for the purpose of th i s discuss ion - has been 
def incd, we t urn to the next question. 

Who ~ the lo~ Income Families? These famil ies i n New York City 
are t he ones with income less than the amount required to meet the 
Fami ly Budget Standard. They may rece ive t he ir income f rom wages, 
pensions, resou rces, Soc ial Secur i ty, Public Ass i stance, support 
payments, alimony, or a combi nat ion these sources. 

These fam ilies may be la rge or sma ll , young or old, comp lete 
fami ly uni ts or t he fam il y of a "broken home". 

The size of the fami ly, the position of the f~nily in the li fe 
cycle (usually indicated by the age of the head), the time and p lace of 
residence as we ll as t he amount of the income, are a l l facto rs that will 
enter into the c lassification of a family as a low incume or other income 
l eve 1. 



The next question, which is the topic of this discussion - What 
E..1J:. the f i nanc.i al e rob I ems of these 1 ow income f am i 1 i es? On the basis 
of data from various sources, tile problems may be grouped according to 
the classification of the low income groups. 

I. Beginning with the group whose income ~adequate !Q. ~ the 
Standard - information and data from studies of fam ili es in 
this ·income I eve 1 I is t these prob 1 ems : 
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a. Debt entaglements - primarily for elect r ica l equipment and 
app 1 i ances · 

b. High costs of food, housing and medical cares 
c. lnstal lment debts - fami I ies do not pi an fo r themselves6 

2. Families with inco~e less than The Standard but more than 
~i c AsSTStance. T~ fami ITeS have the s;;e problem as 
previously stated but their problem is intensified due to less 
income. In Counse 11 i ng these f arn i 1 i es, usu a 11 y they must 
reduce their Standard to that which is comparab le to the 
Public Assistance Standards for the basic items of maintenance 
(food, clothing, and household supplies, and furnishings) 
i n order to meet the costs of other budget items and taxes 
and at the same time remai n solvent. Families with income 
adequate to meet the Standard may also be reduced to the 
Public Assistance leve l for the basic items during the period 
of debt liquidation. 

3. Families receiv inq Pub l ic Assistance. These famil ies are a 
vacillating group -~n and off public assistance depending on 
economic conditions of the time, emp loyment, health status, 
and age. "In J anuary 1957 there were nearly one half million 
persons receiving Pub I i c Assistance in New York State. (In 
New York City in January 1961 there were approximately 335,000 
persons on Public Assistance). These families and individuals 
comprise a hard core of the tota l low income populatio11. In 
addition to t he problems of old age and long-term physical and 
menta• disabi Ii ties, current health prohlems beset more than 
one ha l f of the adult recipients. Even if the adults receiving 
Public Assistance were able to work , many have such limited 
educat iona l backgrounds that it would be d i fficult for them 
to find adequate employment. In many cases, poor health and 
inadequate educ~tion were accompani e~ by ma rita l difficu l ties 
and other probl ems of family l lving. 11 

Information from a study og expenditures of a selected sample 
of Pub l ic Assistance cases (18 comp lete returns from the 50 
se 1 ec ted cases) indicates /the types of problems th i s 9 roup 
encounte rs. Expenditures were classified on the basis of~ 
or ~spendjng of the a l lowance budgeted for a specific item 
as wel l as for items not included in the budget. 



Al I 18 families paid the rent as budgeted 

Expenditures in excess of the amount budgeted 
Food - 14 fam ilies 
Util iti es - 4 fami li es 
C 1 ean i ng Supp I i es - 18 f a1n i 1 i es 
School Supp li es - 6 families 
All items - 13 families (only 5 indicated debts) 

Expenditures less than t he amount budgeted 
Clothing - 13 families 

Expenditures for items not included in the budget 
Household Rep lacements - 11 famil ies {Equ ipment & 

Supp li es) 
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Laundry Allowances - 10 famili es (allowances may be 
granted on spec ia l basis) 

Insurance - 9 famili es (average $3.92 per month) 
(of 40 incompl e te returns , 17 fam ilies carri ed 
insurance with an average cost of 65c a week) 

Medicine Chest Supplies - all 18 families {an 
a ll owance for these items was added to the budge t 
in 1953) 

This study showed that families spent an average of $10 a month 
for i tems not inc luded in their budgets o r approxi mately 10 
per cent of t he ave rage g rant ($104.50) . 

These fam ili es , due to the tightness of the re li ef grant, 
must resort to the most cost ly forms of c red it. Whi le Publi c 
Assistance policy in New York i s flexible and makes provi s ion 
for more needs of fam ili es, pract ice in making funds ava i lable 
lags beh ind due to adm ini st rat ive 11 red tape" . 

Pub li c Ass i s tance f.:imil ies in general in l!ew York Ci ty are, 
however , in a better pos iti on financ ia lly t han those i n the 
lower income range be low the "Fam il y Budget Standard". Spec ia l 
needs such as actua l rentt medica l care, specia l foods and 
clothing, household rep lacements, are met as needed by the 
re 1 i ef rec i pi en t . 

4. rhe impove rished family - those with incomes be low the Public 
Ass istance Gran t. "In New York State this group is 56% of all 
low income units in 1949. The vas t majority of improve ri shed 
fami li es as we ll as the low income, in 1949, were 'norma l' 
white f amilies (ma le head and wife present) with the fam i ly 
head unde r 65 112

• Hi gh level employment in the pas t II years 
may have altered this situation. "The socio~economic 
char ac t er ist ics of the low income and impover is hed group are 
the same with l arger propo r t ions of brokin fam ilies, unre lated 
individuals, non~whi te units, and aged. " 
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The problems wi I 1 be the same as fami I ies on Public Assistance, 
however intensified by the lowered income. 

A study of selected Income Management Cases in St. Paul, 
Minnesota,9 indicated that the median per capita income of 
these families was $40.50 a month versus the per capita Public 
Assistance Allowance of $60.98 {1957 costs). 

a. The Standard of housing was good in only 4 of the 26 cases; 
14 had less than fairly qood. 

b. 11 The Family Status" (housing condition, housekeeping 
facilities, adequate equipment and furni sh ingslO) was 
good in 3 cases; less than fairly good in 13 cases. 

c. The findings pointed out that "almost half of the families 
applying for counselling on Income Management have a 
11family status" less than acceptable. Their housing may 
be sub-s tandard and their household equipment and furnishings 
may be low or exhausted to the point where health and 
decency are difficult to maintain. 11 

In general, all low income families are faced with the problem of 
being ab le to purchase the leve l of living they desire that they should 
expect to atta in in the United States at the present time. The families 
in New York City with less income than required for the "Family Budget 
Standard" may be said to have truly inadeguate income. These f am ili es 
cannot purchase the items which they desire - their goals are set too 
high and therefore they are faced with insurmountab le debts. 

Families whose i11comes a re adequate to meet the cost of the 11Family 
Budget Standard" have some margin for meeting the ir goals if they "Plan" 
their expenditures. All families can benef it from guidance on how to 
manage money but the low income in particular need ass istance. This 
group as a whole are handicapped by lack of education and require personal 
guidance, not just visual aids. Most families, and in part icul ar the 
low income group, have not f aced up to how much they actually earn, or 
spend , or that it takes to live; they have a fear of the unknown and 
therefore do not set about to pl an their spending; they are tied down to 
credit - a pre-arranged budget; their fixed expenses have little or no 
margin for the day to day needs; and many are caught in Financial 1 ~ooby 
Traps 11 with their installment pl.lrchases. 

If families want to achieve their goals they need to f ace up 
real ist ica lly to their financial situation evaluate the ir resources; 
keep a spending record, establish a financial place - one that earmarks 
immediate and long term plans. Then perhaps they may replace some of 
their anxiety with action. They, in all probability, will need guidance 
in making such a pl an. ''Evaluation of their plan with spending patterns 
of other f amilies of the same size, income or stage in the family life 
cycle, wi 11 be helpful in their own money management plans. A comparison 
of these patterns shows that families can look forward to making adj us tments 
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as they progress through the marriage cycle and their economic position 
changes. A f~owledge of what to expect can help them plan better for 
the future. '' A knowledge of the patterns of spending, socia l trends 
which suggest the probable basis for credit buying, the real and related 
problems that arise due to money difficulties as wel l as the change in 
family relationships as the family moves from the ''Beginning Cyc le" 
thru fhe cyc le of the "Expanding Family" to the "Contracting Fami ly" 
cycle 2 wi l I be helpful to those who counse l fam ili es in financ ia l 
management. There is evidence that many families want information and 
that some are conscientiously trying to do a good job in fulfil ling 
the family 1 s needs and desires. The cha ll enge is up to us, the Consumer 
Consellors, to provide the information and the guidance to t he families 
that ~ the~ for such help and to f ind a way to motivate other 
families to~ the need for planning their spending. 
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