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Child Poverty and Welfare Reform: Stay the Course

ExXeEcuTIVE SUMMARY

In 1996, the public debate over welfare reform included dire predictions that new work requirements and
restrictions on lifetime benefits would thrust millions of children into poverty and leave a lasting stain on
the nation’s conscience. Eight years later, with welfare reauthorization pending in Congress, those predictions
have proven unfounded.

There is now broad agreement that welfare reform worked—as demonstrated by the large declines in both
welfare rolls and child poverty since 1996. But evidence for a direct effect of welfare reform on child poverty
is clouded by a number of other trends that coincided with welfare reform authorization—not the least of
which was the longest sustained period of economic expansion in the nation’s history.

As the nation’s policymakers debate welfare reform reauthorization, it is important to quantify the impact
of welfare reform on child poverty and understand how welfare reform fits into what we already know
about poverty and how it can be reduced.

We identify a number of factors that played a significant role in reducing child poverty: increased work
participation among single mothers; a rise in the level of wages; increases in parental education; declining
family size; and, for some groups, a rise in the proportion of children living with two parents.

Although we cannot attribute all of these developments to welfare reform, we do find that welfare reform
may be responsible for as much as half of the decline in child poverty among black and Hispanic households
headed by single mothers—groups that had the highest rates of welfare participation and child poverty
prior to reform.
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CHILD PoverTY AND WELFARE REFORM:
StAY THE COURSE

|. Introduction

In 1996, the public debate over welfare reform included dire predictions that new work requirements and
restrictions on lifetime benefits would thrust millions of children into poverty and leave a lasting stain on
the nation’s conscience.

Eight years later, with welfare reauthorization pending in Congress, those predictions have proven unfound-
ed. Indeed, there is now broad agreement that welfare reform worked—as demonstrated by the large
declines in both welfare rolls and child poverty since 1996. But evidence for a direct effect of welfare reform
on child poverty is clouded by a number of other trends that coincided with welfare reform authoriza-
tion—not the least of which was the longest sustained period of economic expansion in the nation’s history.

As the nation’s policymakers debate welfare reform reauthorization, it is important to quantify the impact
of welfare reform on child poverty and understand how welfare reform fits into what we already know
about poverty and how it can be reduced. We identify a number of factors that played a significant role in
reducing child poverty: increased work participation among single mothers; a rise in the level of wages;
increases in parental education; declining family size; and, for some groups, a rise in the proportion of
children living with two parents. Although we cannot attribute all of these developments to welfare re-
form, we do find that welfare reform may be responsible for as much as half of the decline in child poverty
among black and Hispanic households headed by single mothers—groups that had the highest welfare
participation and child poverty rates prior to reform.

This finding is important because the well-being of children is a subject that has received relatively little
attention in the many assessments of welfare reform.

Yet child poverty merits particular attention. Equality of opportunity is a fundamental and broadly held
American value, and poverty in childhood can be an impediment to that equality, especially if child pover-
ty and its associated disadvantages have long-lasting developmental consequences. Measuring the impact
of welfare reform on child poverty is therefore apt to have broader implications for evaluating proposed
revisions to welfare reform.

2003 Poverty Data

This report uses data on incomes and poverty through 2002, the most recent year for which data were
available. However, as we were going to press, the Census Bureau released poverty and income data for
2003, based on cash income. (Data on non-cash benefits have not yet been released.) A preliminary reading
of the new data indicates that child poverty increased somewhat between 2002 and 2003, but remains
significantly below what it was in 1995, the year before welfare reform became law and a year of lower
unemployment than 2003. Thus the child poverty rate increased from 16.7% in 2002 to 17.6% in 2003, still
well below the 1995 poverty rate of 20.8%. The poverty rate of children living with single mothers—the
group most vulnerable to poverty and most likely to have been affected by welfare reform—despite rising in
2003, remained more than 8 percentage points below thel995 poverty rate. As we demonstrate in this
report, child poverty is strongly related to parental employment. In 2003 parental employment declined
somewhat, particularly for single mothers. However, available data show that employment has rebounded in
2004, suggesting that child poverty is not likely to increase in 2004 and may have already begun to decline.
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Il. Methodology and Findings

Child poverty showed a rapid decline in the late 1990s. The decline was especially dramatic for black and
Hispanic children, among whom the poverty rate dropped by close to one-third between 1993 and 2002,
and did not increase significantly during the recession years of 2001-2002.

The fact that the decline in child poverty overlapped large national economic gains in the mid- to late 1990s
has been used by welfare reform critics to bolster the argument that declines in child poverty after 1996
were due to broader economic factors and not welfare reform. However, this criticism does not explain
why child poverty declined in such a sustained and dramatic fashion, since it had been impervious to
improvements in the economy for more than the two decades prior to the mid-1990s.

Because the relation between child poverty and economic growth since the mid-1990s appears to be differ-
ent from that of recent decades, we must try to identify other potential contributing factors, such as chang-
es in parental characteristics and welfare reform. In pursuit of this goal, we have documented changes in
relevant parental and family characteristics, as well as in economic variables, and we use multiple regres-
sion analysis to identify the effect of these variables on a child’s poverty status. We then estimate the
contribution of changes in these variables to the decline in child poverty between 1995 and 2002.

We find that the important factors contributing to the poverty decline include the increased employment of
single mothers, an increase in parents’ education, a decrease in the number of children per family, and an
increase in wage rates in the economy. One notable qualification, however, is that the relative importance
of these factors differs by race. Among black and Hispanic children, the groups most affected by the Per-
sonal Responsibility and Work Opportunity Reconciliation Act (PRWORA), the increase in single mothers’
employment accounts for a particularly large share of the decline in poverty. Among these same groups,
but not among white children, there was an increase in the proportion of children living with two parents,
which also helped to reduce poverty. In short, groups with the largest declines in poverty, such as black
and Hispanic children and children in female-headed households, were more likely than other children to
have been positively affected by welfare reform.

The direct effect of welfare reform was to move families from welfare to work. Other factors contributing
to the decline in child poverty may very well have been influenced by welfare reform, although the
linkages are more complex and difficult to document. For example, the proportion of black and Hispanic
children living with married or cohabiting parents increased somewhat between 1995 and 2002, contrib-
uting to an additional decline in poverty rates. This is a much welcomed development, as it was hoped
that welfare reform would provide an incentive for marriage once single mothers could no longer count
on long-term cash assistance without work, as had been the case under AFDC. The recent increase in
two-parent families may eventually prove to have been a consequence of welfare reform. However, as
yet there is not sufficient evidence to determine whether we have seen the beginning of a trend or simply
a short-term fluctuation.

I1l. Comparing Gains with Historical Trends

The reduction in child poverty during the 1990s is all the more remarkable when seen against the backdrop
of trends over the past 50 years. During the 1960s, the child poverty rate dropped sharply, falling from 27%
in 1959 to 14% in 1969, a level to which it has never returned (Figure 1). That decline was in step with the
rapid economic growth of the 60s and mirrored the general reduction in poverty for all persons and for
those aged 18-64. In fact, both the child poverty rate and the generally lower poverty rate for 18-64-year-
olds declined by 49% between 1959 and 1969.!

However, after 1969 child poverty began to climb, and grew faster than the poverty rate of the total or
adult population. Economic recessions in the 1970s and 1980s raised the child poverty rate, while the re-
coveries that followed produced little decline, not nearly enough to offset the preceding recession-related
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rise. Thus, after declining by two :
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1980s, the child poverty rate was
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1970s. Furthermore, in 2001 and

2002 (a period that includes the 2001 recession and a mild recovery), the child poverty rate increased by
only half a percentage point, and currently stands at 16.7%.

The decline in child poverty since 1993 is even more remarkable when compared with the poverty decline
experienced by the general population (Figure 1). Whereas the child poverty rate declined by 6.4 percent-
age points between 1993 and 2001 (a 28% decline), the poverty rate of the population aged 18-64 declined
by only 2.3 percentage points (an 18.5% decline), suggesting that the robust economy alone cannot account
for the improved economic status of children. As we show below, that relative improvement was the result
of a significant increase in the work participation of single mothers, combined with increases in parental
education and other factors, such as reduced family size. In addition, the percentage of children living in
single-mother families, which had been increasing steadily since the late 60s, reached a peak in 1995 and
since then has remained roughly stable. In short, the late 1990s reveal substantial gains in the economic
well-being of children that cannot be accounted for by normal economic fluctuations.

IV. Child Poverty: Alternative Measures Show Even More Improvement

Up until now, we have been examining trends in child poverty using the “official definition,” which bases
the poverty threshold on the cash income of a child’s family. However, alternative measures of poverty can
be constructed using different definitions of the family unit and of the income received by the family that
indicate even larger declines in child poverty.

The definition of the family unit is important because cohabitation of single mothers and single fathers has
been increasing—a possible effect of welfare reform. Because partners are not treated as relatives, they are
excluded from the family unit, and consequently their income is excluded from family income. When the
unit is changed from the family to the household, the partner’s income (as well as that of other unrelated
members of the household) is included. As a result, the per-capita income of the household tends to rise
and poverty to fall, because partners usually work and their earnings add to the household’s income.
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The omission of noncash income supplements is another reason that the official poverty definition based
on family cash income is likely to understate economic well-being. Particularly since the late 60s, many
large-scale government programs were introduced to provide noncash benefits to the poor (for example,
food stamps, Medicaid, and housing subsidies). The value of employer-provided health insurance and
other fringe benefits also increased. More recently, the income of many families with children has been
augmented by the Earned Income Tax Credit (EITC), which provides income supplements to working low-
income families.? On the other hand, federal, state, and local taxes reduce income available for consump-
tion. Using Census Bureau estimates of the value of noncash income supplements and tax payments, we
have calculated an alternative measure of poverty based on a family’s “full income.”?

Figure 2 compares the trend in the child poverty rate from 1982 to 2002 using three alternative poverty
measures. The first is based on the official definition—the family is the unit, and income includes only cash
sources before taxes. The child poverty rate is somewhat lower under the second definition, where the
household replaces the family as the income unit. It is substantially lower under Definition 3 (“full in-
come”). The three measures display similar patterns of change over the years shown, although the spread
between the official definition and “full income” is somewhat larger during the 90s than during the 80s,
reflecting the growing value of government and employer-based health benefits and considerable enhance-
ment of the EITC.

In the analysis of child poverty that follows, we primarily focus on trends in household cash income—
Definition 2. This allows us to take account of a more inclusive measure of household income than family
income and to document the growth of two-income households.*

Figure 2: Poverty Status of Children Under Age 18 Under

Alternative Poverty Measures

% below the poverty level
25

/ 1. Family cash income (official income definition)
Vs 2. Household cash income

20 -

15

10 \——

/

3. Full household income

‘82 '83 '84 '85 '86 '87 '88 '89 '90 '91 '92 '93 '94 '95 '96 '97 '98 '99 '00 '01 '02

Note: The poverty rate based on household cash income includes the income of unrelated adults
such as a partner in single-parent families. The poverty rate based on full household income
includes cash income after taxes as well as noncash income from employer contributions for
health insurance, the market value of housing subsidies, food stamps, school lunch, the fungible
value of Medicare and Medicaid, and the amount of energy assistance. Taxes deducted include
the federal income tax, state income tax, and Social Security payroll tax. Estimated by the au-
thors from the March Current Population Survey (CPS) for each year (micro-data files) using
measures of noncash benefits and taxes provided by the U.S. Bureau of the Census.
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V. Measuring the Decline in Child Poverty Across Groups

As we noted earlier, the level and trend in child poverty differ considerably among different populations.
Here we compare the trend in poverty among groups, focusing particularly on the period 1993-2002, which
begins with the trough of the business cycle and the peak in welfare participation and spans the introduc-
tion of welfare reform and its aftermath. A comparison of groups of children who were differentially ex-
posed to welfare reform provides insights into the relative impact of welfare reform on child poverty.
Consequently, we examine the change in poverty status of groups of children who differ by race and by
living arrangements.

Our findings show that those groups with relatively high rates of welfare participation prior to welfare
reform experienced the sharpest reductions in child poverty after reform. A greater decline in poverty
among groups that formerly were more dependent on welfare strongly suggests that reform had a positive
effect on the economic well-being of children in these groups.

A. Differences by Race and Hispanic Origin

As shown in Figure 3, the poverty rates (based on household cash income) of all groups of children de-
clined sharply between the peak poverty year of 1993 and 2002, even though, like 1993, 2002 was a reces-
sion year. Although the poverty rate is still much lower among white non-Hispanic children than it is
among black non-Hispanic and Hispanic children, a considerable narrowing in the poverty differentials
between these groups occurred in recent years, particularly after welfare reform (1996). Among white non-
Hispanic children, poverty declined by four percentage points between 1993 and 2002 (from 12% to 8%),
with the bulk of the decline occurring between 1993 and 1996—the period of economic recovery from the
recession of the early 90s.

Figure 3: Poverty Status of Children Under Age 18, by Race
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Note: The poverty rate based on household cash income includes the income of unrelated adults

such as a partner in single-parent families. Estimated by the authors from the March CPS for each
year (micro-data files).
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In contrast, over the 1993-2002 period, the poverty rate of Hispanic children declined by 13 percentage
points (from 39% to 26%) and that of black children declined by 14 percentage points (from 44% to 30%).
Moreover, almost all of the decline in poverty among Hispanic children and more than half of the decline
among black children occurred after 1996. Because a much larger proportion of black and Hispanic chil-
dren than of white children live in single-mother families, the improvement in their economic status is
more likely to have been driven by welfare reform.

Figure 4: Poverty Status of Children Under Age 18, by Living

Arrangement

% below the poverty level
60

50

e
Nngb mother
40 \_—

30
20
With two parents
10 - e ——

'82 '83 '84 '85 '86 '87 '88 '89 '90 '91 '92 '93 '94 '95 '96 '97 '98 '99 '00 '01 '02
Note: The poverty rate based on household cash income includes the income of unrelated

adults such as a partner in-single parent families. Estimated by the authors from the March
CPS for each year (micro-data files).

B. Differences by Living Arrangements

Perhaps the most striking change in the child’s home environment over the past four decades has been the
increasing proportion of children raised by a single parent, usually the mother, and a corresponding decline
in the proportion living with two married parents. As we noted earlier, the poverty rates of children in single-
mother families are substantially higher than the rates of children living with two married parents.

However, as displayed in Figure 4, the poverty rate of children living with a single mother declined consid-
erably—from 48% in 1993 to 34% in 2002—a larger decline than that experienced by children in two-parent
families (11.5% to 8.4%).5 Consequently, after welfare reform (in 1996) there was significant convergence in
the poverty rates of children in single- and dual-parent households, as indicated in Figure 4.

C. Differences by Age of Children

Families with young children tend to have higher welfare participation, lower earnings, and higher pover-
ty rates than other families with children.® (Approximately two-thirds of families on AFDC had a child
under age 6.)" Figure 5 compares trends in the poverty rates of younger and older children. To delineate the
effect of age more clearly, the younger children examined here are selected as aged six and younger, living
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Figure 5: Poverty Status of Children Under Age 18, by Age Group

% below the poverty level
25
Children under age 7 (none older in household)
20 AA%

Children ages 7-17 (none younger in household)
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Note: The poverty rate based on household cash income includes the income of unrelated adults
such as a partner in single-parent families. Estimated by the authors from the March CPS for
each year (micro-data files).

in households in which no child is older than six. The older children are selected as aged 7-17, living in
households in which no child is younger than age seven. As shown, although poverty declined for both
groups of children after 1993, the decline was steeper among younger children, particularly after 1996. As
a result, there was a striking convergence in the poverty status of the two groups, despite the seemingly
greater effect of the recession of 2001-2002 on the household incomes of families with younger children.

By separating out child poverty rates by race, living arrangements, and age, we see that the groups with the
highest rates of welfare participation and child poverty were also the beneficiaries of the largest relative
declines in child poverty after the welfare reform enactment in 1996. Although this evidence suggests the
efficacy of welfare reform for child poverty reduction, we cannot rule out the influence of other variables.
We turn to these factors now.

VI. Changes in Parental Characteristics Affecting Poverty

Changes in child poverty are obviously tied to changes in parents’ incomes, which in turn are influenced
by many factors, some of which are likely to be related to welfare reform while others are not. Several
parental characteristics are particularly important determinants of income: the living arrangements and
marital status of parents, parental employment, and parental education. In this section we describe the
changes that have occurred in those characteristics, and in the next section we discuss the results of a
statistical analysis that provides estimates of their contributions to the decline in child poverty.

A. National Trends in Family Structure

As even the most casual observer of American society would note, the structure of the family has been
changing for decades, although those changes have not been evenly distributed across all ethnic and racial
groups. In 1959, only 9% of children lived in female-headed households (Figure 6, top panel). That propor-
tion began to rise rapidly in the late 1960s and by 1995 was close to 25%. As shown in the bottom panel of
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Figure 6, the relatively high poverty rate of children in single-mother households is long-standing. Between
1959 and 1995, it was typically 40 to 45 percentage points above the poverty rate of children in households
not headed by a single mother. The long-term increase in children living in single-mother families has been
linked to the rise in the overall child poverty rate through the early 1990s.

By 2002, about 69% of all children lived with two married parents,® 23% lived with a single mother, 4.6%
lived with a single father, and 4% lived with neither parent (Table 1). Most children who are not living with
either parent live with a relative, usually a grandparent, and the remainder live with a foster parent or
other unrelated adult.® Each of the different household types may contain other adults—relatives and non-
relatives—and the presence of those adults affects the poverty status of the household, either by adding

Figure 6: Long-Term Trends in the Percent of Children Living in

Female Headed Households and in the Poverty Rate of Children
Living in Female and Non-Female Households

Percent of children living in female-headed households, 1959-2002
30

25

20

15
10_7/

Poverty rates of children in female-headed households
and in all other (non-female-headed) households, 1959-2002

80
70 TN
V\ Children in female-headed households
60
50
40 —
30
Children in non-female-headed households
20 \
T ——

10 N ——— e

P

Note: The poverty rates (“official definition") of children in female-headed households (no hus-
band present) and in all other households are derived from tables published in Poverty in the
United States, U.S. Bureau of the Census (historical series). Non-female-headed households are
primarily two-parent (married-couple) households.
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Table 1. Changes in Living Arrangements of Children Under Age 18, by Race

(Percent Distribution)

1985 1990 1995 2000 2002

All Children
Two Married Parents 74.5 72.0 68.5 69.1 68.8
Single MOTHER 20.7 22.1 23.2 22.5 22.8
with male partner 1.0 1.5 1.8 2.6 2.6
Single FATHER 25 3.1 B35 4.2 4.6
with female partner 0.5 1.0 1.1 1.6 1.7
No Parent Present? 2.4 2.9 4.8 4.4 4.0
Black, Non-Hispanic
Two Married Parents 40.8 37.2 34.3 37.2 38.3
Single MOTHER 50.1 51.9 51.2 48.7 48.8
with male partner 1.4 2.5 2.7 3.6 3.3
Single FATHER 3.0 3.3 3.6 4.3 5.1
with female partner 0.8 1.1 1.3 1.8 2.0
No Parent Present? 6.0 7.6 10.8 9.9 8.1
Hispanic
Two Married Parents 68.0 65.7 63.0 64.9 64.8
Single MOTHER 26.8 27.2 28.2 2585 25.5
with male partner 1.3 2.0 1.5 3.1 3.4
Single FATHER 2.4 3.4 3.6 4.5 5.0
with female partner 0.6 1.4 1.4 2.1 2.6
No Parent Present? 2.7 3.7 5.2 5.3 5.0
White, Non-Hispanic
Two Married Parents 82.1 80.5 78.0 77.5 76.8
Single MOTHER 14.1 14.9 15.4 15.7 16.2
with male partner 0.9 1.3 1.6 2.3 2.2
Single FATHER 2.4 2.9 3.4 4.1 4.4
with female partner 0.4 0.8 1.0 1.4 1.4
No Parent Present? 1.5 1.7 3.2 2.8 2.7

1) Includes children living with relatives, usually the grandparents, as well as those living with
foster parents or other nonrelatives. A small portion (0.02%) live alone.

Source: CPS Outgoing Rotation Groups (ORG)

more income or by adding another dependent to the household. About 2.6% of all children lived with a
mother and her male partner (which is more than 11% of those in single-mother households), and another
1.7% of all children lived with a single father and his female partner (37% of those in single-father house-
holds). Consequently, the combined proportion of children living with parents who are either married
couples or cohabiting couples was about 73% in 2002.

As shown in Table 1, between 1985 and 1995 the proportion of children living with two married parents
declined by 6 percentage points—from 75% to 69%, while small increases occurred in the proportion of
children living in single-mother and single-father families and in households with no parent present. How-
ever, between 1995 and 2002 the proportion of children living with married parents stabilized, while the
proportion in single-mother and in no-parent households declined a little and the proportion in single-
father families increased a little. Throughout the period 1985-2002, the proportion of children living with a
cohabiting couple increased (both single mother/male partner and single father/female partner) rising
from 1.5% in 1985 to 4.3% in 2002.
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10

B. Living Arrangements by Race and Hispanic Ethnicity

The living arrangements of children differ significantly by race and Hispanic ethnicity. In 2002, 77% of
white children, 65% of Hispanic children, and 38% of black children lived with parents who are married
(Table 1). The percentage of children living with married parents has been falling for many years in each of
these groups. However, as shown in Figure 7, over the second half of the 1990s this decline seems to have

Figure 7: Percent of Children Living with Two Parents:

Married, or Parent and Partner Couples, by Race
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Note: All children under age 18 are family with mixed ages of children. Data

are derived from CPS Outgoing Rotation Groups (ORG).
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come to an end for black children ! ! - !
R e s Nty ol [ igure 8: Percent of Children Living With Two Parents:

ried parents underwent a reversal Married, or Parent and Partner Couples
and rose by five percentage points

(upper panel). For whites, mar- (%) Children Under Age 7

riage continued to decline slight- 80

ly, and for Hispanics, the trend Two parents: married or parent and partner couples
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iting. Although the trend line for \
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upper panel (though level in the “ elmanies Pa’e“t\ /\/\/
late 90s instead of slightly declin- ~V

ing), there is now evidence of a 4-5 66

pointincrease in “couple-headed” o1

families for Hispanic children

after 1994 and of a more pro- 62

nounced (6-7 point) increase for
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black and Hispanic children were

sufficiently large to fully reverse (%) Children Ages 7-17

the decline in couple-headed fam- 80

ilies from 1984 to the mid-1990s.

Although we cannot attribute 78

these changes with certainty to 76

welfare reform, the timing is cer-

tainly suggestive and merits fur- 74 R

ther studly. \ R Two irents. married or parent and partner couples

C. Living Arrangements by Age 70 |

Figure 8 compares the trends in liv- 68 "

ing arrangements for younger and 6 Two married parents N\
older children, again presenting

the trend in the percentage of chil- 64

dren living with two married par- “

ents and the trend for those living

with parents who are either mar- 60 S S
ried or cohabiting couples. The ‘84 '86 '88 90 92 94 96 98  '00  '02
popu |E}t|0n shown in the upp_el’ Note: All children under age 18 are families with mixed ages of children whereas
panel includes only children in the subgroups—children ages 0—6 and children ages 7—17—are families only
families in which all resident chil- with children of the exact age specified, none younger or none older. There-
dren are under the age of seven. fore, the number of subgroups will not sum up to the total. Data are derived
Between 1984 and 1995, there is a from annual average of CPS monthly Outgoing Rotation Groups (ORG).

steep nine-percentage-point de-
cline in the percentage of young
children living with married parents, and that decline is followed by a small, 2 percentage-point rise be-
tween 1995 and 2002. However, among younger children, the proportion living with cohabitating parents has
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increased considerably, rising from about 2% in 1984 to 4% in 1995 and to 7% in 2002. Consequently, when we
examine the trend using the broader definition of two-parent family (that is, including cohabiting as well as
married parents), the decline from 1984 to the mid-90s is less pronounced and the reversal from 1995 to 2002
is stronger, a 4-percentage-point rise.

By contrast, among children in households in which all the children are older than age 7 (bottom panel of
Figure 8), the percent living with two married parents declines by only 4 percentage points between 1984
and the mid-90s and continues the downward trend, but only weakly, after that. Because the proportion of
older children living with cohabiting parents is quite small (accounting for only about 3% of these children
in 2002), there is only a slight difference between the trend in the proportion of children living with mar-
ried parents and the trend for those living with either married or cohabiting parents. Again, the group most
affected by welfare reform exhibited more positive results.

D. Parental Employment

Whether or not a child’s parents are employed is bound to have a significant impact on whether a child is
poor. The proportion of all children who live with at least one working parent has increased modestly since
the mid-1990s, rising from about 85% in 1995 to 89% in 2002, after declining slightly during the 2001-2002
recession (Table 2). However, among children who are more vulnerable to poverty and who consequently
have higher welfare participation rates—black and Hispanic children, young children, and those living
with a single mother—the gains in parental employment have been much larger. As shown in Table 2,
between 1995 and 2002, the proportion of black and Hispanic children living with a working parent in-
creased by about 10 percentage points—to 77% and 85%, respectively—bringing them closer to the propor-
tion of white non-Hispanic children living with a working parent (91% in 1995, 92% in 2002). These gains
are also larger for younger children than they are for older children, increasing by 15 percentage points for
black children under the age of seven.

The increase in the probability of living with a working parent is due in large part to increases in the
proportion of mothers who work. The mothers of black and Hispanic children were much more likely to
work in 2002 than they were in 1995, which was not the case for white non-Hispanic mothers. However, the
proportion of children living with a working parent is also influenced by their living arrangements. Chil-
dren living with two parents are much more likely to have a working parent than children living with a
single mother; single fathers are somewhat more likely to work than single mothers. As discussed above,
the proportion of black and Hispanic children living with two married parents and with single fathers
increased while the proportion living with single mothers decreased, and these changes have contributed
to the increases in children living with a working father shown in Table 2, as well as the increase in children
with at least one working parent.

Table 3 (see p.14) provides the details on parental work participation separately for children living with
two married parents and for children living in single-mother families, and the information is given by race
and Hispanic ethnicity. In most two-parent families, at least one parent works. (The proportion of children
in these families with no working parent was 6% for blacks, 7% for Hispanics, and 4% for whites in 2002.)
Both parents work in about 60% of black and white families, and that proportion has been quite stable since
the mid-90s. However, although the proportion of Hispanic families with both parents working has in-
creased since 1995, it was still only 46% in 2002, considerably below other groups. Hispanic families also
differ in that the proportion in which only the father works—the so-called traditional family—is well above
that of blacks and whites. In 2002, among children in two-parent families, 42% of Hispanic children were in
families in which only the father works, compared with 21% of black children and 32% of white children. It
is much more unusual for only the mother to work in two-parent families. Only about 5% of Hispanic and
white children were in that category. However, the proportion of black children in mother-only-works
families has been increasing slowly and stood at 13% in 2002.
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Table 2. Percent of Children? Under Age 18 Living with a Currently Working

Mother or Father

Children under age 18

All Races?
Percent living with:

Black, non-Hispanic
Percent living with:

Hispanic
Percent living with:

White, non-Hispanic
Percent living with:

-working mother
-working father
-at least one working parent

-working mother
-working father
-at least one working parent

-working mother
-working father
-at least one working parent

-working mother
-working father
-at least one working parent

Children under age 7, none older

All Races?
Percent living with:

Black, non-Hispanic
Percent living with:

Hispanic
Percent living with:

White, non-Hispanic
Percent living with:

-working mother
-working father
-at least one working parent

-working mother
-working father
-at least one working parent

-working mother
-working father
-at least one working parent

-working mother
-working father
-at least one working parent

Children ages 7-17, none younger

All Races 2
Percent living with:

Black, non-Hispanic
Percent living with:

Hispanic
Percent living with:

White, non-Hispanic
Percent living with:

-working mother
-working father
-at least one working parent

-working mother
-working father
-at least one working parent

-working mother
-working father
-at least one working parent

-working mother
-working father
-at least one working parent

Y Excludes children who do not live with parents
2 Includes races other than black, Hispanic, and white

Note: Currently working refers to employed last week. These are annual averages of monthly data from the CPS Outgoing

Rotation Groups (ORG).

1985

52.7
70.8
84.6

49.6
64.3

39.4
61.2
74.6

55.1
78.6
90.3

46.1
71.3
81.9

39.6
34.3
53.6

33.7
72.3

48.9
78.9
88.2

61.5
69.5
87.7

59.2
399
72.6

45.8
57.6
77.1

63.5
76.0
91.7

1990

57.5
69.2
85.3

52.8
64.3

44.5
61.7
77.6

60.8
77.7
91.3

50.2
69.7
82.7

41.9
29.5
53.8

37.2
62.1
75.8

53.9
78.3
89.2

67.8
89.1

64.0
38.3
74.5

55.8
79
81.0

70.3
75.1
92.9
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1995

59.7
67.1
84.7

56.0
66.8

42.6
59.8
75.9

64.5
76.5
90.9

51.9
65.7
80.9

45.3
28.3
56.2

34.2
58.6
71.9

57.6
75.6
88.5

68.9
88.3

65.7
SHE5
75.6

55.1
57.9
79.8

72.0
74.9
92.3

2000

63.0
69.9
89.8

66.2
79.0

51.8
65.9
85.7

65.2
77.9
93.4

55.9
69.6
87.8

58.3
36.1
74.2

44.4
65.1
82.9

58.6
77.4
91.9

71.0
91.3

71.3
39.4
82.5

62.3
60.5
87.1

72.8
755
94.1

2002

61.7
68.0
88.8

64.5
77.3

52.6
63.9
85.4

63.7
75.9
92.3

54.3
68.9
86.9

55.4
36.1
70.9

43.6
82 4
57.2

76.8
91.2

69.6
90.7

69.9
37.6
81.2

62.2
61.6
88.0

71.1
73.8
93.3

13




Civic Report 44

Table 3. Employment? Status of Parents/Partners, by Type of Family and by Race

1985 1990 1995 2000 2002
Black, non-Hispanic
Two married parents

Father and mother both employed 55.3 58.1 59.7 63.0 605
Father employed only 28.3 22.4 20.6 221 21.2
Mother employed only 6.4 10.3 10.9 94 126
Mother and father not employed 10.1 9.3 8.8 5.6 5.8
Single MOTHER
Mother works 42.8 451 50.2 67.3 645
Working male partner is present 1.7 3.8 4.0 5.4 4.6
No working mother or male partner 56.6 535 484 31.4 342
Single FATHER
Father works 75.8 68.4 71.6 79.3 72.6
Working female partner is present 135 203 264 295 257
No working father or female partner 22.7 29.0 24.2 16.0 22.3
Hispanic
Two married parents
Father and mother both employed 37.1 42,0 399 46.8 458
Father employed only 47.4 442 458 43.6 41.8
Mother employed only 4.7 589 5.7 4.8 5.8
Mother and father not employed 10.8 7.9 8.7 4.7 6.7
Single MOTHER
Mother works 36.7 42.2 41.5 61.5 65.5
Working male partner is present 3.2 5.7 4.0 9.0 10.0
Mother/Male partner not employer 62.0 554 56,5 350 314
Single FATHER
Father works 81.6 79.6 758 856 84.9
Working female partner is present 11.9 209 203 214 211
Father/Female partner not employed 17.8 17.2 21.8 12.2 12.1

White, non-Hispanic
Two married parents

Father and mother both employed 52.1 57.7 62.2 62.4 60.1
Father employed only 39.8 341 291 309 315
Mother employed only 3.2 4.3 4.5 4.0 4.9
Mother and father not employed 4.9 3.9 4.2 2.8 3.6
Single MOTHER
Mother works 63.3 66.3 67.7 76.8 75.1
Working male partner is present 4.6 6.5 8.6 12.3 11.2
Mother/Male partner not employed 5.3 31.7 29.6 19.8 21.9
Single FATHER
Father works 83.4 86.0 829 86.4 835
Working female partner is present 8.7 156 16.7 222 203
Father/Female partner not employed 15.9 12.8 15.2 10.7 13.3

YRefers to persons employed last week. Data presented are annual averages of monthly reports on
employment status.

Source: Annual average of CPS monthly Outgoing Rotation Groups (ORG)
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The work participation of mothers changed much more dramatically for children living in single-mother
families—traditionally a welfare-dependent group. For children living in single-mother families, the pro-
portion with a working mother increased between 1995 and 2002 by about 15 percentage points among
black children, and by a startling 24 percentage points among Hispanic children, but by only 8 points
among white children.

E. Parental Education

The education level of resident parents has also been increasing, and more so for mothers than for fathers.
Over the period 1985-2002, the percentage of fathers completing at least one year of college rose from 46%
to 57%; for mothers, that percentage rose from 36% to 55% (Table 4, see p.16). Although by 2002, mothers
were almost as likely as fathers to have attended college, they were still less likely to have completed
college. The pattern of larger educational gains for mothers than for fathers was repeated among Hispanics
and whites. But among blacks, fathers and mothers gained at about the same rate.

Parental education differs considerably by race. White mothers and fathers are much more likely to have
attended and completed college and less likely to have dropped out of high school than their counterparts
who are black or Hispanic. However, the level of schooling completed by Hispanic parents is considerably
below that of either black or white parents. For example, about 43% of Hispanic mothers had not complet-
ed high school in 2002, compared with 15% of black mothers and 7% of white mothers. The educational
level of Hispanic parents also increased much less than that of black or white parents between 1985 and
2002. However, the Hispanic population has grown rapidly in recent years through the immigration of
young adults with relatively low levels of education. The influx of these immigrants reduced the average
educational attainment for Hispanics as a whole.®

Parents are not randomly selected from the population. Women who have high educational attainment are
more likely to delay marriage and childbearing.!* Selection may also be at work sorting out single mothers
and married mothers. As shown in Table 5 (see p.17), which provides detail on parental educational attain-
ment by marital status, among both black and white parents, married mothers are considerably more edu-
cated than single mothers. Although single mothers have gained more schooling over time, they are still
more likely to have failed to complete high school and much less likely to have gone to college than mar-
ried mothers. Among Hispanics, however, there is little difference in the years of school completed of
single and married mothers.

VII. Accounting for the Decline in Child Poverty

As we noted above, the dramatic fall in child poverty rates between 1995 and 2002 coincided with welfare
reform as well as other changes in family characteristics. It also was a period of strong economic perfor-
mance. All of these factors may help explain the decline in child poverty in those years. In order to arrive at
a more complete accounting of the relative importance of these factors to the substantial decline in child
poverty, we conducted a set of multivariate regression analyses. We used the analyses to identify the ef-
fects of the relevant variables on poverty change and to estimate the contribution of these factors to the
decline in poverty. This section summarizes the results; the underlying regression analyses are presented
in the Appendix.

In the first step, we regressed the poverty status of a child on a standard set of demographic and geo-
graphic controls: race; education and age of mother or of other caretaker; number of children and adults
in the household; six regions; and an indicator for urban residence. We also included controls for the
level of welfare benefits in the state and for local labor market indicators most pertinent to low-income
households: the state unemployment rate and hourly wage rate for workers with no more than a high
school education. To capture the pathways through which welfare reform affected child poverty, we
also included a set of controls for 14 categories of combined family living arrangements and work status.
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Table 4. Changes in Parental Education, 1985--2002

1985 1990 1995 2000 2002
All children with a parent present

Percent of mothers:*

Not a HS graduate 21.1 18.2 16.1 14.4 14.2
HS graduate 42.5 39.7 34.3 31.9 30.4
College, 1-3 years 21.6 24.4 29.6 29.7 29.7
College graduate or more 14.7 17.7 20.0 24.0 25.7
Percent of fathers:*
Not a HS graduate 19.1 16.4 14.4 13.9 135
HS graduate 34.8 33.7 31.6 30.3 29.7
College, 1-3 years 21.5 23.0 26.4 25.7 25.3
College graduate or more 24.6 27.0 27.6 30.1 .5

Black, non-Hispanic children with a parent present
Percent of mothers:*

Not a HS graduate 29.6 2585 20.2 15.8 15.2
HS graduate 42.0 42.3 37.0 38.2 36.8
College, 1-3 years 20.5 22.8 32.0 Bel5 33.1
College graduate or more 7.8 9.4 10.8 12.5 15.0
Percent of fathers: *
Not a HS graduate 27.3 20.7 14.1 12.6 10.4
HS graduate 40.1 41.7 39.2 38.5 875
College, 1-3 years 19.7 23.2 29.9 31.7 32.4
College graduate or more 12.9 14.4 16.9 17.3 19.8

Hispanic children with a parent present
Percent of mothers:*

Not a HS graduate 59.5 54.3 50.1 45.0 43.0
HS graduate 2588 28.0 27.8 28.9 30.2
College, 1-3 years 11.2 13.0 17.3 18.9 18.7
College graduate or more 4.0 4.7 4.8 7.3 8.2
Percent of fathers:*
Not a HS graduate 5585/ 52.9 49.6 47.1 45.0
HS graduate 23.9 24.5 26.5 27.6 27.9
College, 1-3 years 12.9 14.8 16.9 16.1 16.7
College graduate or more 7.7 7.8 7.1 9.2 10.4

White, non-Hispanic children with a parent present
Percent of mothers:*

Not a HS graduate 14.3 10.7 7.8 6.6 6.6
HS graduate 45.3 41.5 35.4 LB 29.5
College, 1-3 years 234 26.9 31.9 32.2 32.2
College graduate or more 17.0 20.9 24.9 29.8 31.7
Percent of fathers:*
Not a HS graduate 14.2 10.9 8.1 7.2 6.8
HS graduate 35.8 34.6 32.0 30.3 29.6
College, 1-3 years 22.7 24.2 27.8 27.3 26.7
College graduate or more 27.3 30.2 32.1 35.2 36.9
Memorandum**
% of ALL children with mother present 95.2 94.1 91.8 91.4 91.5
% of ALL children with father present 77.0 75.1 72.0 73.2 73.2
% of BLACK children with mother present 90.9 89.1 85.6 85.8 86.9
% of BLACK children with father present 43.9 40.5 37.9 41.4 43.2
% of HISPANIC children with mother present 94.8 92.9 91.2 90.1 90.0
% of HISPANIC children with father present 70.5 69.1 66.6 69.2 69.5
% of WHITE children with mother present 96.1 95.4 93.4 93.1 93.0
% of WHITE children with father present 84.4 83.4 81.5 81.6 81.1

* Restricted to children living with one or both parents
** Refers to percent of all children whether living with or without parents

Source: Annual average of CPS monthly Outgoing Rotation Groups (ORG)
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Table 5. Education of Resident Parents by Children’s Living Arrangement® and by Race

1985 1990 1995 2000 2002
Black, non-Hispanic
Two married parents
Mother’s education

Not a HS graduate 22.3 16.8 11.3 9.4 9.9

HS graduate 43.2 41.3 33.1 35.1 30.5

Some college or more 345 41.9 56.7 55.5 59.6
Father’s education

Not a HS graduate 26.7 20.3 13.0 11.6 9.4

HS graduate 40.2 41.1 38.6 38.3 36.7

Some college or more 33.1 38.6 48.4 50.1 54.0
Single MOTHER

Not a HS graduate 35.8 32.0 26.4 20.8 19.4

HS graduate 41.0 43.1 39.8 40.6 41.8

Some college or more 23.1 25.0 33.8 38.6 38.8

Hispanic
Two married parents
Mother’s education

Not a HS graduate 56.3 54.0 49.1 45.0 43.2

HS graduate 28.0 27.9 27.9 28.5 29.5

Some college or more 15.8 18.2 23.0 26.5 27.3
Father’s education

Not a HS graduate 56.0 52.7 50.0 47.4 45.0

HS graduate 23.7 24.5 26.1 27.1 27.8

Some college or more 20.3 22.8 24.0 25.5 27.2
Single MOTHER

Not a HS graduate 67.6 55.3 52.3 44.8 42.5

HS graduate 18.6 28.2 27.6 30.0 31.9

Some college or more 13.8 16.5 20.1 25.2 25.7

White, non-Hispanic
Two married parents
Mother’s education

Not a HS graduate 12.8 9.3 6.5 5.8 5.2
HS graduate 45.7 41.3 34.8 30.3 28.3
Some college or more 41.5 49.5 58.7 64.4 66.5
Father’s education
Not a HS graduate 13.9 10.6 7.7 6.8 6.5
HS graduate 35.9 344 31.6 29.8 28.8
Some college or more 50.2 55.0 60.7 63.4 64.8
Single MOTHER
Not a HS graduate 2315 18.9 14.6 12.9 13.2
HS graduate 42.9 42.7 38.3 37.2 5.3
Some college or more 33.6 384 47.1 49.9 51.5

Y Restricted to children living with parents aged 20 and older

Source: Annual average of CPS monthly Outgoing Rotation Groups (ORG)
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Specifically, the 14 categories span two employment statuses (currently employed, not employed and
four combinations of mother/father employment in married-couple families and six living arrangements—
two-parents, independent single mother, single mother with an unmarried male partner, single mother
with other adults such as a grandmother, single father, no parent present but lives with other relatives or
nonrelative adults).

The mean values of these variables in 1995 and 2002 are displayed in Table 6 for all children and Table 7
(see p.21) for children in single-mother families.

We regressed the 1995 child poverty rate on the control variables in 1995, for the entire population of
children and for groups such as Hispanic children, black children, or children in single-parent families. We
then used the 1995 regression equations to predict the change in the child poverty rate between 1995 and
2002 that would have occurred from changes in the average values of the control variables between 1995
and 2002 (e.g., changes in work and family arrangements; and increases in wage rates for less-educated
persons.).’? In this way, we can break down the change in the child poverty rate for the entire population
and for each group into parts contributed by each category of control variables. Table 8 (see p. 21) summa-
rizes the results of this exercise.

For example, the first entry in the first column of the table indicates that the overall child poverty rate—the
rate for all children combined—fell by 4.2 percentage points between 1995 and 2002 (from 19.2% to 15%).
Looking down the first column, the most important contributor to that decline was the change in the hourly
wage rate, which alone accounted for about half the decline in child poverty in the period. Other key
factors in the overall decline in child poverty were increases in educational attainment (although not shown
separately, particularly the fraction of mothers with a college degree), decreases in the number of children
per family, and increases in the proportion of children living with an employed single mother, an em-
ployed single father, and, to a lesser extent, two working parents. Notably, the gain in the share of children
living in households with a working parent offset the decline in the proportion of children living with a
nonworking single mother, most of whom are welfare recipients, and in doing so had a strong poverty-
reducing effect.

Some factors were important in reducing poverty in nearly every group: specifically, increases in parental
education, declining family size, and the rise in the real wage rate. However, the weight of these factors
varied by group. Thus, the rise in the wage rate accounted for three-quarters of the small (2-percentage-
point) decline in poverty among white children but only about one-fifth of the larger declines in poverty
among black and Hispanic children. Improved education, too, was a much more important factor in the
poverty decline among whites than the other groups.

The contributions of other factors also varied across groups. Increased work participation among single
mothers was hugely important for all children in single-mother families, but especially in black and His-
panic single-mother families, where this change accounted for nearly 40% of the very substantial decline in
child poverty in this period.

The combination of an increase in the proportion of children residing in two-parent families and an in-
crease in work participation within these two-parent families was also quite important for Hispanic chil-
dren. The fraction of all Hispanic children living with two married parents increased from 63% to 65% and
the subset living with two employed parents increased from about 31% to about 35% over the 1995-2002
period. These changes accounted for 19% of the reduction in poverty among all Hispanic children.

A reduction in family size (the average number of children in a family) accounted for nearly one-quarter of
the 14.1-percentage-point decline in the child poverty rate among black single-mother families.

What was the role of welfare reform? Although we cannot say precisely, we can make rough judgments
about the size of the effects. Some of the forces that led to reductions in poverty are unlikely to be
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Table 6. Means of Key Variables Affecting the Proportion of Children in Poverty, All Children, by

Race, 1995 and 2002

All Black, Hispanic White,
non-Hispanic non-Hispanic

1995 2002 1995 2002 1995 2002 1995 2002

Proportion in poverty 0.1915 0.1498 0.3948 0.2997 0.3779 0.2608 0.0991  0.0800

Schooling of parent/caretaker (% dist.)

(HS dropout*) (14.4) (12.1) (22.2) (14.9) (43.9) (36.2) (5.8) (4.6)
HS grad./college 1-3 575 54.4 64.2 67.1 47.9 51.9 59.2 53.0
College grad. or more 28.1 B8NS 13.6 18.1 8.2 12.0 35.0 42.4

# of children in HH 2.4 2.4 2.7 2.5 2.8 2.6 2.3 2.3

# of adults in HH 2.1 2.1 1.9 1.8 2.2 2.3 2.1 2.1

Living Arrangement and work interaction: (% dist.)
Two married parents

No parent works 1.4 1.1 0.5 1.0 2.3 1.6 1.0 1.0
Father only works 18.6 20.1 6.5 5.9 27.5 26.2 19.3 21.5
Mother only works 1.7 2.0 2.1 2.2 1.5 2.0 1.6 2.0
Both parents work 46.5 45.2 24.4 26.5 30.9 35.1 55.4 52.9

Single-mother household
Independent family

(Mother doesn’t work) * 4.2) (2.6) (11.4) (7.1) (7.9) (2.9) (1.6) (1.4)
Mother works 9.7 10.8 20.3 26.5 7.9 8.7 7.8 7.9
Mother/partner
Mother doesn’t work 0.6 0.6 0.9 0.7 0.9 1.1 0.5 0.4
Mother works 1.7 2.1 2.5 2.8 1.6 2.4 1.6 1.9
Mother no partner, other adults present
Mother doesn’t work 2.6 1.7 7.5 3.5 4.5 3.0 1.0 0.8
Mother works 5edL 5.1 10.1 10.7 6.0 6.2 3.7 3.4
Single-father household
Father doesn’t work 0.4 0.4 0.7 0.7 0.4 0.4 0.3 0.3
Father works 3.5 4.2 3.7 3.8 3.4 5.2 3.5 3.9
No parent in household
No working adult 0.8 0.8 2.9 2.4 0.9 0.8 0.2 0.3
1 or more working adults 3.4 3.4 6.6 6.3 4.6 4.6 2.5 2.3
Hourly wage rate for HS grad. or less in state (in 2002 dollars)
12.2 13.0 12.0 12.8 12.3 13.0 12.2 13.0

“Variables in parentheses (in italics) are the reference group for the category. The data are derived from the March Current Population
Survey, 1996 and 2003.
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by-products of welfare reform. For example, the increase in average hourly wages that occurred in most
states in the U.S. is attributable to the unprecedented increase in productivity growth since the late 1990s
and is not likely to be related to welfare reform.

Other factors contributing to the reduction in child poverty may have been influenced by welfare reform
although to date there is little research evidence to support a relation. One example is the increase in
educational attainment of parents. Education has been generally trending upward over time, and we can-
not discern an acceleration in that trend related to welfare reform. Welfare reform may provide the motiva-
tion to pursue advancement in education and to make other investments in human capital that eventually
will raise the wages of less skilled workers. But it is unlikely that we would have seen those effects so soon
after the passage of welfare reform.

It is also possible that welfare reform played a role in the reduction in the average number of children in
single-mother families. There has been a significant decline in the birthrate of teenage girls, particularly
black teens among whom most births are out-of-wedlock and in the past were frequently followed by long
spells of poverty and welfare participation.t* Although that decline began in the early 1990s, several years
before the passage of reform legislation, the decline continued after the passage of welfare reform, dipping
below the level that predated the sharp rise in teen births in the late 1980s. However, it is difficult to
establish a causal role for reform, and thus far, statistical studies have not found evidence of a substantial
effect of welfare reform on fertility.*

The increase in the proportion of children in two-parent families, which was most evident among Hispanic
families, in theory also could be an effect of welfare reform. Again, evidence is lacking. However, demo-
graphic forces involving fertility and marriage are strongly influenced by cultural factors that may well
change in the long term as economic incentives for early childbearing and single parenthood are altered by
welfare reform.

Having said that, welfare reform certainly deserves credit for much of the reduction in child poverty that
came about from increased work among single mothers, the group most affected by welfare reform. Al-
though the employment effects of welfare reform might account for only about 10% of the decline in pov-
erty among all children, it could plausibly account for up to 35% of the very large decline in poverty among
black and Hispanic children in single-mother families, and about 21% of the decline among white single-
mother families. Since the local area unemployment rate and low-skill wage rate are controlled in the
model, these increases in employment (and living arrangements) are above what would be expected to
occur based on the strong economy alone.

In sum, the most important factor driving the decline in poverty for all children appears to have been the
increase in the wage level that began in the late 1990s. However, the accounting is quite different for chil-
dren in single-mother families, who have always had the highest poverty rates and who experienced much
larger reductions in those rates than children in other families. Perhaps as much as half of the decline in
poverty among children in single-mother families could be attributed to changes in parental behavior spurred
by welfare reform, if we also attribute changes observed in family size and living arrangements to incen-
tives produced by welfare reform. It is notable in this regard that black and Hispanic children in single-
mother families also experienced the sharpest declines in welfare participation (see Appendix Figure A3).

VIII. Concluding Comments

We have seen that child poverty rates, especially among children in single-parent families, decreased dra-
matically in the second half of the 1990s and slightly increased in the recession that began early in 2001. The
decline in poverty is partly attributable to the productivity driven increases in wage levels that gained
momentum after 1995. But welfare reform also played a significant role, particularly in reducing poverty
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Table 7. Means of Key Variables Affecting the Proportion of Children in Poverty, Children Living

with Single Mothers, by Race, 1995 and 2002

All Black, Hispanic White,

non-Hispanic non-Hispanic

1995 2002 1995 2002 1995 2002 1995 2002

Proportion in poverty 0.4342 0.3352  0.5702 0.4357 0.5867 0.4049 0.2617 0.2260
Schooling of parent/caretaker (% dist.)

(HS dropout )* (26.5) (21.1) (29.3) (20.5)  (53.5) (41.7) (13.9)  (12.8)

HS grad./college 1-364.4 64.4 67.2 65.9 71.2 43.2 53.8 71.9 70.4

College grad. or more 9.1 11.7 4.8 8.3 3.3 4.5 14.2 16.8

# of children in HH 2.5 2.3 2.8 2.5 2.7 2.6 2.1 2.0

# of adults in HH 1.7 1.7 1.7 1.5 1.8 1.9 1.6 1.6

Living Arrangement and work interaction: (% dist.)
Single-mother household
Independent family

(Mother doesn’t work)" (17.5) (11.3) (21.7) (13.9) (27.7) (11.8) (10.2) (9.1)
Mother works 40.7 475 38.5 51.7 27.5 35.8 48.3 49.9
Mother/partner

Mother doesn’t work 2.5 2.5 1.6 1.3 3.0 4.5 2.9 2.6
Mother works 7.1 9.3 4.7 5.4 5.4 9.8 9.6 12.1
Mother no partner, other adults present

Mother doesn’t work 10.8 7.3 14.2 6.8 15.6 12.5 6.1 4.8
Mother works 21.5 22.1 19.2 20.9 20.8 25.7 22.9 21.4

Hourly wage rate for HS grad. or less in state (in 2002 dollars)
12.2 12.9 12.0 12.8 12.4 13.1 12.2 12.9

* Variables in parentheses (in italics) are the reference group for the category. The data are derived from the March Current Population
Survey, 1996 and 2003.

Table 8. Contribution of Key Variables to the Decline in Child Poverty Rates, Various

Demographic groups, 1995 to 2002

All Households Single-Mother Families

All BNH H WNH All BNH H WNH
Percentage-point decline in child
poverty rate: 1995-2002 4.2 9.5 11.7 1.9 9.9 14.1 17.6 4.0
Percent of total decline contributed by:
Education 16.8 15.5 11.7 30.0 10.2 9.9 10.8 11.6
Number of children in HH 9.3 17.2 11.1 3.4 16.4 22.3 7.4 16.2
TPF* work 2.6 12.9 194 -5.8 NA NA NA NA
SMF* work 9.9 21.2 5.1 -5.2 32.9 36.2 36.8 20.7
SFF* work 9.0 0.4 7.7 13.8 NA NA NA NA
HS wage 49.1 18.3 22.4 74.8 27.6 17.8 18.6 16.7
All other factors 8.3 14.5 22.6 10.9 12.9 13.8 26.4 34.7

“HH: household; TPF: two-parent families; SMF: single-mother families; SFF: single-father families; HS: high school; BNH: black non-
Hispanic; H: Hispanic; WNH: white non-Hispanic.

Note: The contributions of parents’ characteristics, changes in the unemployment rate, etc., to the decrease in the percent below poverty
among children are estimated based on regression coefficients that measure the effect of each of these factors on the percent below
poverty and the changes in the proportion of children exposed to the variables. See text for additional explanation. (Also see Appendix
Table Al & A2.)
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among children in single-mother families and among children who are black or Hispanic. The sharp in-
crease in work participation by single mothers was to a large extent spurred by welfare reform and was a
major factor contributing to the decline in child poverty for these groups.®® Increases in parental education,
declining family size, and, for some groups (notably Hispanics), an increase in the proportion living with
two parents also contributed to the decline in child poverty. Although these other poverty-reducing char-
acteristics may also have been influenced by welfare reform, that linkage is not well established at this
time.

The income gain associated with the decline in child poverty is in itself beneficial to children. However,
increases in education and employment, decline in long-term welfare dependence, and decreases in family
size among disadvantaged families all confer additional long-term developmental advantages on children
beyond those provided by income alone.

What, then, are the lessons for welfare reform reauthorization currently being debated in Congress? We
believe that the evidence indicates that TANF (Temporary Assistance to Needy Families), the new welfare
system created by the welfare reform act of 1996 (PRWORA\), has been a clear improvement over the old
AFDC program that it replaced. We doubt that the employment and earnings gains among single mothers
would have been achieved without welfare reform. Moreover, we see no evidence of adverse impacts on
child well-being and considerable evidence of promising developments. Our (bipartisan) advice to policy-
makers, then, is this: if it's working, don’t fix it. We see no evidence that retreating from the emphasis on
work requirements and time-limited benefits would be beneficial for children; neither do we see a need to
legislate increase in the number of hours of work required of welfare recipients. The states currently have
the flexibility to be more stringent than current law requires and a number have taken the option to do so."’
On the other hand, current proposals to broaden the range of activities qualifying as primary work to
include, for example, support for college education, undermine the work incentives that appear to be re-
sponsible for the positive effects of reform. This is not to say that subsidizing the education of disadvan-
taged young women and men is a bad idea. Quite the contrary. But it should not be tied to welfare
participation.

In sum, it seems to us that the current orientation of welfare reform has struck an appropriate balance
between providing a helping hand to the needy and improving incentives for self-sufficiency. PRWORA
appears to be one of the rare policy prescriptions that actually exceeded expectations. Our advice to policy-
makers, therefore, is to maintain the course they’ve charted.
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APPENDIX

Table Al. Deriving the Contribution of Different Variables to the Reduction in Poverty from 1995

to 2002: ALL CHILDREN

(1) (2) (3) (4) Contribution
1995 Weighted Weighted 1995 coef. X to reduction
Coef. Mean Mean change in in poverty of
(1995) (2002) characteristic the change in
mean: variable mean:
(D)X[(3)-(2)] (4)/(-0.0471)
TOTAL CHANGE IN POVERTY RATE
(1995-2002): -0.0417
Age of parent/caretaker
25-34 -0.0896 0.3604 0.3267 0.0030 -7.23
35-54 -0.1288 0.5481 0.5847 -0.0047 11.32
55 and over -0.1336 0.0221 0.0272 -0.0007 1.62
Schooling of parent/caretaker
HS grad./college 1-3 -0.1654 0.5754 0.5440 0.0052 -12.44
College grad. or more -0.2243 0.2806 0.3349 -0.0122 29.21
Race
Hispanic 0.0995 0.1432 0.1806 0.0037 -8.93
Black, non-Hispanic 0.0933 0.1555 0.1476 -0.0007 1.77
Other nonwhite 0.0901 0.0512 0.0463 -0.0004 1.05
Household members
# of children in HH 0.0513 2.4311 2.3552 -0.0039 9.34
# of adults in HH -0.0300 2.0775 2.0849 -0.0002 0.53
Two married parents
No parent works -0.1442 0.0139 0.0112 0.0004 -0.95
Father only works -0.5344 0.1855 0.2010 -0.0083 19.82
Mother only works -0.4424 0.0169 0.0203 -0.0015 3.63
Both parents work -0.6350 0.4654 0.4524 0.0083 -19.86
Single-mother household
Indep. fam. mother works -0.4011 0.0967 0.1082 -0.0046 11.10
Mother/partner
Mother doesn't work -0.4312 0.0060 0.0058 0.0001 -0.28
Mother works -0.5965 0.0169 0.0212 -0.0026 6.24
Mother no partner, other
adults present
Mother doesn't work -0.2980 0.0256 0.0166 0.0027 -6.44
Mother works -0.5634 0.0510 0.0505 0.0003 -0.69
Single-father household
Father doesn't work -0.1975 0.0037 0.0041 -0.0001 0.18
Father works -0.5898 0.0352 0.0415 -0.0037 8.82
No parent in household
No working adult -0.0755"™ 0.0075 0.0075 0.0000 -0.01
1 or more working adults -0.5615 0.0340 0.0340 0.0000 -0.05
State average
Unemployment rate 0.0074 5.6440 5.8220 0.0013 -3.15
Hourly wage rate for
HS grad. or less -0.0259 12.1723 12.9635 -0.0205 49.10
Annual welfare benefit
(100s) for family of 3 0.00007 56.8017 50.1446 0.0002 -0.45

Note: The 1995 coefficients are derived from a multiple regression in which the dichotomous variable, whether a child is in poverty or not,
is regressed on the variables specified. The analysis also includes control variables for region and MSA, which are not shown in the tables.
All coefficients are significant above the 95% level except those indicated “ns.”
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Table A2. Deriving the Contribution of Different Variables to the Reduction in Poverty from 1995

to 2002: CHILDREN LIVING WITH SINGLE MOTHERS

(1) (2) (3) (4) Contribution
1995 Weighted Weighted 1995 coef. X to reduction
Coef. Mean Mean change in in poverty of
(1995) (2002) characteristic the change in
mean: variable mean:
(LxI(3)-(2)] (4)/(-0.0990)

TOTAL CHANGE IN POVERTY RATE (1995--2002): -0.0990
Age of parent/caretaker

25-34 -0.0721 0.4028 0.3705 0.0023 -2.35

35-54 -0.1348 0.4418 0.4900 -0.0065 6.57

55 and over -0.0837" 0.0074 0.0140 -0.0006 0.57
Schooling of parent/caretaker

HS grad./college 1-3 -0.1174 0.6442 0.6717 -0.0032 3.26

College grad. or more -0.2658 0.0910 0.1168 -0.0069 6.95
Race

Hispanic 0.1484 0.1722 0.1919 0.0029 -2.96

Black, non-Hispanic 0.1465 0.3444 0.3315 -0.0019 1.91

Other nonwhite 0.1563 0.0399 0.0295 -0.0016 1.64
Household members

# of children in HH 0.0803 2.4972 2.2946 -0.0163 16.44

# of adults in HH -0.0824 1.6463 1.6124 0.0028 -2.83
Single-mother household
Indep. fam. mother work -0.3754 0.4066 0.4745 -0.0255 25.72

Mother/partner
Mother doesn’t work -0.3413 0.0254 0.0253 0.0000 -0.04
Mother works -0.5091 0.0709 0.0930 -0.0113 11.38
Mother no partner, other adults present

Mother doesn’t work -0.2098 0.1077 0.0727 0.0073 -7.40

Mother works -0.4618 0.2145 0.2214 -0.0032 3.20
State average

Unemployment rate 0.0016"™ 5.6762 5.8426 0.0003 -0.26

Hourly wage rate for

HS grad. or less -0.0351 12.1539 12.9323 -0.0274 27.63

Annual welfare benefit

(100s) for family of 3 -0.0009" 56.3217 49.2269 0.0064 -6.44

Note: The 1995 coefficients are derived from a multiple regression in which the dichotomous variable, whether a child is in poverty or not,
is regressed on the variables specified. The analysis also includes control variables for region and MSA, which are not shown in the tables.
All coefficients are significant above the 95% level except those indicated “ns.”
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Figure Al: Poverty Status of Children Under Age 18, by Race

(Based on FULL Household Income)
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Note: The poverty rate based on full household income includes cash income after taxes as well
as noncash income from employer contributions for health insurance, the market value of housing
subsidies, food stamps, school lunch, the fungible value of Medicare and Medicaid, and the amount
of energy assistance. Taxes deducted include the federal income tax, state income tax, and Social
Security payroll tax. Poverty based on household cash income and full household income is esti-
mated by the authors from the March CPS for each year (micro-data files) using Census measures
of noncash benefits and taxes.

Figure A2: Poverty Status of Children Under Age 18, by Living

Arrangement (Based on FULL Household Income)
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Note: The poverty rate based on full household income includes cash income after taxes as well
as noncash income from employer contributions for health insurance, the market value of hous-
ing subsidies, food stamps, school lunch, the fungible value of Medicare and Medicaid, and the
amount of energy assistance. Taxes deducted include the federal income tax, state income tax,
and Social Security payroll tax. Poverty based on household cash income and full household
income is estimated by the authors from the March CPS for each year (micro-data files) using
Census measures of noncash benefits and taxes.
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Figure A3: Percent on Welfare of Children Under Age 18, by Race
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ENDNOTES

1. The child poverty rate has always been higher than the poverty rate of the total population or of
the population aged 18-64 because the ratio of earners to total family members is likely to be lower in
families with children. The poverty rate is the percentage of the population living in a family or a house-
hold whose income is below the “poverty threshold,” a measure of the income level believed to be ad-
equate to cover basic needs. The poverty threshold increases with family size and varies somewhat by
family composition. The concept of basic needs, however, is bound to be highly subjective. For a discussion
and critique of the current level, see June O’Neill, “Poverty, Programs and Policies,” in A. Anderson and
D. Bark, eds., Thinking About America: The United States in the 1990s, Hoover Institution, Stanford Univer-
sity, 1988. A committee of the National Academy of Science (NAS) has proposed a revision of the poverty
measure. See Constance P. Citro and Robert T. Michael, eds., Measuring Poverty: A New Approach, NAS,
NRC, 1995. The report has been controversial. See the dissent by John F. Cogan, a committee member.

2. Between 1992 and 1996, the maximum annual EITC supplement for a single mother with two or
more children increased from $1,747 to $4,015 (in constant 2001 dollars), a gain of 130%. The maximum
benefit for a single mother with one child increased by only 45%. After 1996, the maximum EITC benefit for
both types of families remained roughly constant in real terms.

3. The “full income” measure includes: noncash income from employer contributions for health
insurance; the market value of housing subsidies, food stamps, and school lunch; the fungible value of
Medicare and Medicaid; and the amount of energy assistance received. We also include an estimate of the
EITC received and we deduct federal and state income taxes and Social Security payroll taxes.

4. Full income, in principle, is a better measure of economic well-being, but it is also more difficult to
estimate. The Current Population Survey (CPS), which is the basic source for our income measures, reports
whether various benefits are received. But not all benefits are included. (For example, information on re-
ceipt of WIC benefits is not included.) More important, however, is that the estimates of the value of many
of the benefits are likely to be quite rough. The value of food stamps is fairly accurate, but the measure of
the value of housing subsidies is based on limited information. The value of medical benefits is particularly
difficult to assess because the value to the recipient may differ considerably from the cost of the benefit to
taxpayers. The Census uses the concept of fungible value, which assumes that people with very low in-
come would place little or no value on medical benefits. We use the Census Bureau’s valuations of noncash
benefits in Figure 2 and in Appendix Figures A1 and A2 which display trends in poverty rates using the
“full income” measure, separately by race and by type of family.

5. Not shown in Figure 4 are the poverty rates for the small groups of children living with single
fathers or with adults other than a parent. About 4.6 % of children now live with a single father, up from
about 3.5% in 1995. Based on household cash income, their poverty rate declined from 21% in 1993 to 16%
in 2002.

6. See June O’Neill and M. Anne Hill, Gaining Ground, Moving Up, Civic Report No. 35, Manhattan
Institute, March 2003.

7. For example, in 1995, in 62% of AFDC units the youngest child was under age six. See U.S. House
of Representatives, Committee on Ways and Means, Background Material and Data on Programs Within the
Jurisdiction of the Committee on Ways and Means (1998 Green Book), Table 7-23, pp. 446-447.

8. Two married parents are not necessarily two biological parents. Adoptions and remarriages ac-
count for some proportion, but the CPS does not provide these details.

9. Based on data tabulated from the CPS/ORG, in the period 1994-2002, about 80% of the children
who do not live with a parent live with a relative and of those with relatives, a grandparent is present in
about 60% of the cases. Among those living with nonrelatives, about 40-50% are reported as living with
foster parents. Children under the age of six are less likely to be living without a parent present.

10. See, for example, James P. Smith, “Assimilation Across the Latino Generations,” American Eco-
nomic Review 93, no.2, 315-319, May 2003.
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11. Data that we tabulated from the National Longitudinal Survey of Youth 1979 cohort (NLSY79)
show that 29% of women college graduates had never had a child by ages 35-43, and 30% of those who did
have a child waited until they were over 30 to have their first child. By contrast, among women of the same
age group who had no more than a high school education, 11% never had a child and only 6% of those with
children waited until they were over age 30 to have their first child.

12. We also carried out the analyses using the 2002 regression coefficients as the basis for the
estimate. The results were very similar because the regression coefficients proved to be highly stable
over time.

13. See Dave M. O’Neill and June E. O’Neill, Lessons for Welfare Reform, Upjohn Institute, 1997; Ann
Huff Stevens, “Climbing Out of Poverty, Falling Back In: Measuring the Persistence of Poverty over Multi-
ple Spells, Journal of Human Resources 34, no.3, 1999: 557-588

14. See Ted Joyce, Robert Kaestner, and Sanders Korenman, “Welfare Reform and Non-Marital Fer-
tility in the 1990s: Evidence from Birth Records”, in Advances in Economic Analysis & Policy 3, no.1, Article 6,
2003 (Berkeley E-Journals in Economic Analysis and Policy).

15. The link between welfare reform and employment is well established. See, for example, Robert A.
Moffitt, “The Transitional Assistance for Needy Families Program,” in Robert A. Moffitt, ed., Means-Tested
Tranfer Programs in the United States, University of Chicago/NBER, 2003.

16. The legislation currently contemplated in both the House and Senate welfare reform reauthori-
zation bills apparently would raise total hours significantly. However, they would raise required hours
of “direct” or “actual” work—as opposed to training and other “qualifying activities”—from 20 to 24
hours a week, with lower requirements for those with children under age six in the Senate bill. See the
discussion of the provisions of the reauthorization bills in Ron Haskins and Paul Offner, “Achieving
Compromise on Welfare Reform Reauthorization,” Brookings Institution Policy Brief, Welfare Reform and
Beyond #25, May 2003.

17. Itis probably necessary to reconfigure the percentage of the State caseload required to participate
in work activities. That requirement has two parts—a basic percentage, which is 50% under current law—
and a credit for the percentage by which the caseload has declined over past years; currently, one-percent-
age-point reduction in the 50% requirement for each one-percentage-point decline in the caseload since
FY95. The caseload reduction credit is important because it is clearly desirable to give states the incentive
to promote self-sufficiency off welfare at least as much as work activities on welfare. However, the case-
load has plummeted in most states since 1995, and using 1995 as the basis for the credit has grown less and
less relevant. Both the House and Senate bills would raise the basic percentage gradually to 70% by 2008
and provide an offsetting credit. Where they diverge is in the terms of the credit. The House retains a
simple credit for caseload reduction similar to the current one but restricted to recent years. (But it gives a
“super achiever” credit to states with caseload reductions of more than 60% between 1995 and 2001.)

The Senate version is much more complex and appears to be unworkable. It would confine the credit
only to families who are employed after leaving welfare, a status that can be difficult and costly to deter-
mine if individuals move out of state or become self-employed. It would fail to give credit for women who
leave welfare to marry or go back to school, and it would give bigger credits for those with higher earnings.
It then adds an odd and unwieldy element to allow credit for families who are off welfare but once were on
welfare short-term and had some earnings or received child-care or transportation subsidies. The Senate
bill then adds a cap on credits in case all of this gets out of hand.
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