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Lecture I:  Poverty Overview



NAME:_____________________
I. Introduction
II. Causes and Cures for Poverty - An Overview
III. Income Inequality
IV. Dimensions of Well-Being
What is the difference between inequality and poverty?
Why are some people poor while others are not?
II. Three General Views of the Causes of Poverty

1) Flawed Character

Relevant Economic Terminology:

Human Capital Theory:  
Market Incentives:
Rational Choice:

3 Necessary Premises to Support this Theory:

1) Human capital is rewarded in the market place.

2) Rational Decision Making Takes Place

3) The Presence of Pervasive Opportunity

If flawed character is the cause of poverty - what sort of economic policies would be most effective in dealing with the problems?
2) Restricted Opportunity

Impoverishment results from circumstances beyond the individual’s control.

The poor are poor because they don't have adequate access to 

i) human capital investment 
ii) good jobs -
iii) good income - 
Examples:

Politically is this view is seen as a "liberal" view of poverty or a “conservative” view?
What kinds of economic policy might be used to address poverty if this is the cause?

3) Big Brother

This view blames the government for destroying incentives for people to maintain stable families and economic self-sufficiency.

Examples:

III. Income Inequality

Relative Versus Absolute measures of poverty

Relative Measures – compare the wealth of one person to that of others (income inequality)

Absolute Measures – compare the wealth of an individual to some set standard (the poverty line)

These three views of the causes of poverty can also be used to explain the existence of income inequality.

· Flawed Character 
· Restricted Opportunity 
· Big Brother 

Income Inequality:  (Distribution in U.S. Family Incomes 1998)
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Income in dollars

Quintile Distribution of Family Income 1998 (U.S. Census Bureau)

	Income Quintile
	Mean Income
	Percent of Total Income

	1: $83,691 and over
	$148,846
	47.3

	2: $56,021-83,690
	$68,430
	23.0

	3: $37,694-56,020
	$46,662
	15.7

	4: $21,601-37,693
	$29,482
	9.9

	5: $0 – 21,600
	$12,526
	4.2


“Article:  The Rich Get Richer, And That’s O.K.”

IV. Other Dimensions of Well-Being  (Other than income.)

Income VS Wealth

Transitory VS Permanent Income

Life-Cycle Dynamics

Public Provisions

Social Equality

Discrimination
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