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What is the Nature of Poverty
and Eiconomic Hardship
in the United States?

WHAT DOES IT MEAN
T0 EXPERIENCE POVERTY?

Families and their children experience poverty
when they are unable to achieve a minimum,
decent standard of living that allows them to
participate fully in mainstream society. One
component of poverty is material hardship.
Although we are all taught that the essentials
are food, clothing, and shelter, the reality is
that the definition of basic material necessi-
ties varies by time and place. In the United
States, we all agree that having access to run-
ning water, electricity, indoor plumbing, and
telephone service are essential to 21st century
living even though that would not have been
true 50 or 100 years ago.

To achieve a minimum but decent standard
of living, families need more than material
resources; they also need “human and social
capital.”” Human and social capital includes
education, basic life skills, and employment
experience, as well as less tangible resources
such as social networks and access to civic
institutions. These non-material resources
provide families with the means to get by, and
ultimately, to get ahead. Human and social
capital helps families improve their earnings
potential and accumulate assets, gain access to
safe neighborhoods and high-quality services
(such as medical care, schooling), and expand
their networks and social connections.



The experiences of children and families who
face economic hardship are far from uniform.
Some families experience hard times for brief
spells while a small minority experience chronic
poverty. For some, the greatest challenge is
inadequate financial resources, whether insuf-
ficient income to meet daily expenses or the
necessary assets (savings, a home) to get ahead.
For others, economic hardship is compounded
by social isolation. These differences in the
severity and depth of poverty matter, especially
when it comes to the effects on children.



HOW IS POVERTY MEASURED
IN THE UNITED STATES?

The US. government measures poverty by a
narrow income standard — this measure does
not include material hardship (such as living
in substandard housing) or debt, nor does it
consider financial assets (such as savings or
property). Developed more than 40 years ago,
the official poverty measure is a specific dol-
lar amount that varies by family size but is the
same across the continental U.S.

According to the federal poverty guidelines,
the poverty level is $21,200 for a family of
four and $17,600 for a family of three (see
table). (The poverty guidelines are used to
determine eligibility for public programs. A
similar but more complicated measure is used
for calculating poverty rates.)

2008 Poverty Guidelines
U.S. Department of Health and Human Services

Persons in Family or Household
1 $10,400
2 14,000
3 17,600
4 21,200
5 24,800
6 27,610
7 31,090
8 34,570

For each additional person, add 3,480

The current poverty measure was established
in the 1960s and is now widely acknowledged
to be outdated. It was based on research indi-
cating that families spent about one-third of
their incomes on food — the official poverty
level was set by multiplying food costs by
three. Since then, the same figures have been



updated annually for inflation but have other-
wise remained unchanged.

Yet food now comprises only one-seventh of
an average family’s expenses, while the costs of
housing, child care, health care, and transporta-
tion have grown disproportionately. Most ana-
lysts agree that today’s poverty thresholds are
too low. And although there is no consensus
about what constitutes a minimum but decent
standard of living in the U.S,, research consis-
tently shows that, on average, families need an
income of about awice the federal poverty level to
meet their most basic needs.

Failure to update the federal poverty level for
changes in the cost of living means that people
who are considered poor today by the official
standard are worse off relative to everyone else
than people considered poor when the poverty
measure was established. The current federal
poverty measure equals about 29 percent of
median household income, whereas in the
1960s, the poverty level was nearly 50 percent
of median income.

The European Union and most advanced
industrialized countries measure poverty quite
differently from the U.S. Rather than setting
minimum income thresholds below which indi-
viduals and families are considered to be poor,
other countries measure economic disadvantage
relative to the citizenry as a whole, for example,
having income below 50 percent of the median.




ARE AMERIGANS WHO EXPERIENGCE
POVERTY NOW BETTER OFF THAN
A GENERATION AGO?

Material deprivation is not as widespread in the
United States as it was 30 or 40 years ago. For
example, few Americans experience severe or
chronic hunger, due in large part to public food
and nutrition programs, such as food stamps,
school breakfast and lunch programs, and WIC
(the Special Supplemental Nutrition Program
for Women, Infants, and Children). Over time,
Social Security greatly reduced poverty and eco-
nomic insecurity among the elderly. Increased
wealth and technological advances have made
it possible for ordinary families to have larger
houses, computers, televisions, multiple cars,
stereo equipment, air conditioning, and cell
phones.

Some people question whether a family that
has air conditioning or a DVD player should
be considered poor. But in a wealthy nation
such as the US,, cars, computers, TVs, and
other technologies are considered by most to
be a normal part of mainstream American life
rather than luxuries. Most workers need a car
to get to work. TVs and other forms of en-
tertainment link people to mainstream culture.
And having a computer with access to the
internet is crucial for children to keep up with
their peers in school.

Even air conditioning does more than provide
comfort — in hot weather, it increases chil-
dren’s concentration in school and improves
the health of children, the elderly, and the
chronically ill. Hot weather related deaths in
the U.S. exceed those caused by all weather-
related events combined.



Consider as well the devastating effects of
Hurricane Katrina. Prior to the hurricane,
New Orleans had one of the highest child
poverty rates in the country — 38 percent (and
this figure would be much higher if it included
families with incomes up to twice the official
poverty level). One in five households in New
Orleans lacked a car, and 8 percent had no
phone service. The pervasive social and eco-
nomic isolation increased the loss of life from
the hurricane and exacerbated the devastating
effects on displaced families and children.

Focusing solely on the material possessions a
family has ignores the other types of resourc-
es they need to provide a decent life for their
children — a home in a safe neighborhood;
access to good schools, good jobs and basic
services; and less tangible resources such as
basic life skills and support networks.




HOW ACCURATE ARE COMMONLY
HELD STEREOTYPES ABOUT
POVERTY?

The most commonly held stereotypes about
poverty are false. Family poverty in the U.S. is
typically depicted as a static, entrenched con-
dition, characterized by large numbers of chil-
dren, chronic unemployment, drugs, violence,
and family turmoil. But the realities of pov-
erty and economic hardship are very different.

Americans often talk about “poor people”

as if they are a distinct group with uniform
characteristics and somehow unlike the rest
of “us.” In fact, there is great diversity among
children and families who experience eco-
nomic hardship. Research shows that many
stereotypes just aren’t accurate. About 40 per-
cent of Americans will experience poverty at
some point in their lives; only a small minority
experience multi-generational poverty and
chronic dysfunction. And more than 90 pet-
cent of low-income single mothers have only
one, two, or three children.

Although most portrayals of poverty in the
media and elsewhere reflect the experience

of only a few, a significant portion of fami-
lies in America have experienced economic
hardship, even if it is not life-long, Americans
need new ways of thinking about poverty that
allow us to understand the full range of eco-
nomic hardship and insecurity in our country.
In addition to the millions of families who
struggle to make ends meet, millions of oth-
ers are merely one crisis — a health emergency,
divorce, or job loss — away from financial
devastation. In recent years, more and more
families have become vulnerable to economic

hardship.



How Serious i e Problem

of Economic Hardship
for American Families?

HOW MANY CHILDREN IN THE
U.S. LIVE IN FAMILIES WITH
LOW INCOMES?

Given that official poverty statistics are deeply
flawed, the National Center for Children in
Poverty uses “low income” as one measure of
economic hardship. Low income is defined as
having income below twice the federal poverty
level — the amount of income that research
suggests is needed on average for families to
meet their basic needs. About 39 percent of
the nation’s children — nearly 29 million in
2006 — live in families with low incomes, that is,
incomes below twice the official poverty level
(for 2008, about $42,000 for a family of four).

Although families with incomes between 100
and 200 percent of the poverty level are not
officially classified as poor, many face material
hardships and financial pressures similar to
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families with incomes below the poverty level.
Missed rent payments, utility shut offs, inad-
equate access to health care, unstable child
care arrangements, and running out of food
are not uncommon for such families.

Low-income rates for young children are high-
er than those for older children — 43 percent
of children under age six live in low-income
families, compared to 37 percent of children
over age six. Parents of younger children tend
to be younger and to have less education and
work experience than parents of older chil-
dren, so their earnings are typically lower.

Children living in low-income and poor
families, by age group, 2006

. Poor . Low-income

44%
Under 3 21% 5.4 million
2.6 million

43%

3.5 million

20%

1.7 million

41%

1.6 million

18%

0.7 million

39%

9.3 million

17%

4.0 million

35%

15% 8.8 million

3.8 million

12-17




ARE SOME CHILDREN AND FAMILIES
AT GREATER RISK FOR ECONOMIC
HARDSHIP THAN OTHERS?

Low levels of parental education are a primary
risk factor for being low income. Eighty-two
percent of children whose parents have less
than a high school diploma live in low-income
families, and over half of children whose
parents have only a high school degree are low
income as well. Workers with only a high school
degree have seen their wages stagnate or decline
in recent decades while the income gap between
those who have a college degree and those who
do not has doubled. Yet only 30 percent of
workers in the U.S. have a college degree.

Single-parent families are at greater risk of
economic hardship than two-parent families,
largely because the latter have twice the earnings
potential. But research indicates that marriage
does not guarantee protection from economic
insecurity. More than one in four children with
married parents lives in a low-income family.

In rural and suburban areas, the majority of
low-income children have married parents.

And among Latinos, more than half of children
with married parents are low income. Moreover,
most individuals who experience poverty as
adults grew up in married-parent households.

Although low-income rates for minority chil-
dren are considerably higher than those for
white children, this is due largely to a higher
prevalence of other risk factors, for example,
higher rates of single parenthood and lower lev-
els of parental education and earnings. About
60 percent of black and Latino children and
63 percent of American Indian children live
in low-income families, compared to about 26
percent of white children and Asian children.
At the same time, however, whites comprise

11
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Low-income children by race/ethnicity, 2006

Other

3% (o.z‘s million)

White

39% (11.0 million) Latino

32% (9.2 million)

Black

[ 23% (6.5 million)

American Indian

1% (0.3 million)

Asian Because of rounding,
figures do not add up

3% (0.8 million) to 100%.

the largest group of low-income children:
11 million white children live in families with
incomes below twice the federal poverty line.

Having immigrant parents also increases a
child’s chances of living in a low-income fam-
ily. About 20 percent of this country’s children
— nearly 17 million — have at least one foreign-
born parent. Fifty-seven percent of children
whose parents are immigrants are low-income,
compared to 35 percent of children whose
parents were born in the U.S.

WHAT ARE THE EFFECTS OF
ECONOMIC HARDSHIP ON
CHILDREN?

Economic hardship and other types of depri-
vation can have profound effects on children’s
development and their prospects for the future
— and therefore on the nation as a whole.
Low family income can impede children’s
cognitive development and their ability to



learn. It can contribute to behavioral, social,
and emotional problems. And it can cause and
exacerbate poor child health as well. The chil-
dren at greatest risk are those who experience
economic hardship when they are young and
children who experience severe and chronic

hardship.

It is not simply the amount of income that
matters for children. The instability and un-
predictability of low-wage work can lead to
fluctuating family incomes. Children whose
families are in volatile or deteriorating finan-
cial circumstances are more likely to experi-
ence negative effects than children whose
families are in stable economic situations.

The negative effects of low income on young
children are troubling in their own right, but
they are also cause for concern because they
are associated with difficulties later in life —
dropping out of school, poor adolescent and
adult health, and poor employment outcomes.
Stable, nurturing, and enriching environments
in the early years help create a sturdy founda-
tion for later school achievement, economic
productivity, and responsible citizenship.

Parents need financial resources as well as
human and social capital (basic life skills, edu-
cation, social networks) to provide the experi-
ences, resources, and services that are essential
for children to thrive and to grow into healthy,
productive adults — high-quality health care,
adequate housing, stimulating eatly learning
programs, good schools, money for books and
other enriching activities. Parents who face
chronic economic hardship are much more
likely than their more affluent peers to experi-
ence severe stress and depression — both of
which are linked to poor social and emotional
outcomes for children.
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Is it Possible 1w Reduce
Economic Hardship

for American Families?

WHY IS THERE SO MUCH ECONOMIC
HARDSHIP IN A COUNTRY AS
WEALTHY AS THE U.S.?

Given its wealth, the U.S. has unusually high
rates of child poverty and income inequality.
These conditions are not inevitable — they are a
function both of the economy and government
policy. In the late 1990s, for example, there was
a dramatic decline in low-income rates, especially
among the least well off families. The economy
was strong and federal policy supports for
low-wage workers with children — the Earned
Income Tax Credit, public health insurance for
children, and child care subsidies — were greatly
expanded. Since 2000, the economy has been
weaker and work support programs, particularly
child care and housing assistance, have been
stagnant or cut. During the same period, the
percentage of children living in low-income
families increased.

Other industrialized nations have lower poverty
rates because they seek to prevent hardship by
providing assistance to all families. These
supports include “child allowances” (typically
cash supplements), child care assistance, health
coverage, paid family leave, and other supports
that help offset the cost of raising children.

But the U.S. takes a different policy approach.
Our nation does little to assist low-income
working families unless they hit rock bottom.
And then, such families are eligible only for



means-tested benefits that tend to be highly
stigmatized; most families who need help
receive little or none. (One notable exception
is the federal Earned Income Tax Credit.)

At the same time, middle- and especially
upper-income families receive numerous gov-
ernment benefits that help them maintain and
improve their standard of living — benefits
that are largely unavailable to lower-income
families. These include tax-subsidized benefits
provided by employers (such as health insur-
ance and retirement accounts), tax breaks for
home owners (such as deductions for mort-
gage interest and tax exclusions for profits
from home sales), and other tax preferences
that privilege assets over income. Although
most people don’t think of these tax breaks as
government “benefits,” they cost the federal
treasury nearly three times as much as benefits
that go to low- to moderate-income families.
In addition, middle- and upper-income families
reap the majority of benefits from the child
tax credit and the child care and dependent tax
credit because neither is fully refundable.

In short, high rates of child poverty and
income inequality in the U.S. can be reduced,
but effective, widespread, and long-lasting
change will require shifts in both national
policy and the economy.
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WHY SHOULD AMERICANS CARE
ABOUT FAMILY ECONOMIC
HARDSHIP?

In addition to the harmful consequences

for children, high rates of economic hard-
ship exact a serious toll on the U.S. economy.
Economists estimate that child poverty costs
the U.S. $500 billion a year in lost productivity
in the labor force and spending on health care
and the criminal justice system. Each year,
child poverty reduces productivity and eco-
nomic output by about 1.3 percent of GDP.

The experience of severe or chronic economic
hardship limits children’s potential and hinders
our nation’s ability to compete in the global
economy. American students, on average, rank
behind students in other industrialized nations,
particularly in their understanding of math and
science. Analysts warn that America’s ability to
compete globally will be severely hindered if
many of our children are not as academically
prepared as their peers in other nations.

Long-term economic trends are also troubling
as they reflect the gradual but steady growth
of economic insecurity among middle-income
and working families over the last 30 years.
Incomes have increased very modestly for

all but the highest earners. Stagnant incomes
combined with the high cost of basic necessi-
ties have made it difficult for families to save,
and many middle- and low-income families
alike have taken on crippling amounts of debt
just to get by. Too many families are but one
crisis — a serious illness, job loss, divorce —
away from financial devastation.



Research also indicates that economic inequal-
ity in America has been on the rise since the
1970s. Income inequality has reached historic
levels — the income share of the top 1 percent
of earners is at its highest level since 1929.

In 2007, income increased by about $180,000
for the top 1 percent of Americans, by $400
for middle-income Americans, and $200 for
lower-income Americans.

Economic mobility — the likelihood of moving
from one income group to another — is on the
decline in the U.S. Although Americans like

to believe that opportunity is equally available
to all, some groups find it harder to get ahead
than others. Striving African American families
have found upward mobility especially difficult
to achieve and are far more vulnerable than
whites to downward mobility. The wealth gap
between blacks and whites — black families
have been found to have one-tenth the net

worth of white families — is largely responsible.

What all of these trends reveal is that the
American Dream is increasingly out of reach
for many families. The promise that hard
work and determination will be rewarded has
become an increasingly empty promise in 21st
century America. It is in the best interest of
our nation to see that the American Dream,
an ideal so fundamental to our collective iden-
tity, be restored.
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WHAT CAN BE DONE TO INCREASE
ECONOMIC SECURITY FOR AMERICA’S
CHILDREN AND FAMILIES?

A considerable amount of research has been
devoted to this question. We know what fami-
lies need to succeed economically, what parents
need to care for and nurture their children, and
what children need to develop into healthy,
productive adults. The challenge is to translate
this research knowledge into workable policy
solutions that are appropriate for the U.S.

For families to succeed economically, we need
an economy that works for all — one that
provides workers with sufficient earnings to
provide for a family. Specific policy strategies
include strengthening the bargaining power
of workers, expanding the Farned Income
Tax Credit, and increasing the minimum wage
and indexing it to inflation. We also need to
help workers get the training and education
they need to succeed in a changing workforce.
Dealing with low wages is necessary but not
sufficient. Low- and middle-income families
alike need relief from the high costs of health
insurance and housing.




As a nation, we also need to make it possible
for adults to be both good workers and good
parents, which requires greater workplace
flexibility and paid time off. Workers need
paid sick time, and parents need time off to
tend to a sick child or talk to a child’s teacher.
Currently, fewer than one in four low-wage
workers are covered by any paid sick leave.

Despite the fact that a child’s earliest years
have a profound effect on his or her life tra-
jectory and ultimate ability to succeed, the U.S.
remains one of the only industrialized coun-
tries that does not provide paid family leave
for parents with a new baby. Likewise, child
care is largely private in the U.S. — individual
parents are left to find individual solutions

to a problem faced by all working parents.
Low- and middle-income families need more
help paying for child care and more assistance
in identifying reliable, nurturing care for their
children, especially infants and toddlers.

These are only some of the policies needed to
reduce economic hardship, strengthen fami-
lies, and provide a brighter future for today’s
— and tomorrow’s — children. With the right
leadership, a strong national commitment, and
good policy, it’s all possible.
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