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Summary

adolescence are crucial for their physical, emotional, and cognitive

growth. And that growth in turn enables them to achieve success in
school and to become responsible, economically self-suf cient, and healthy
adults. Capable, responsible, and healthy adults are the foundation of any
well-functioning and prosperous society, yet in this regard the future of
the United States is not as secure as it could be. This is because millions
of American children live in families with incomes below the poverty line.
A wealth of evidence suggests that a lack of adequate family economic
resources compromises children’s ability to grow and achieve success in
adulthood, hurting them and the broader society as well.

Recognizing this challenge to America’s future, Congress included in an
omnibus appropriations bill that was signed into law in December 2015 a
provision directing the National Academies of Sciences, Engineering, and
Medicine to conduct a comprehensive study of child poverty in the United
States. The heart of this congressional charge is to identify evidence-based
programs and policies for reducing the number of children living in pov-
erty in the United States by half within 10 years. This 10-year window
meant that the National Academies’ study would need to focus on policies
that could affect poor parents’ resources in the near term, rather than on
investments such as improved education for poor children that might well
reduce poverty for future generations. Speci cally, Congress requested that
the committee provide the following:

T he strengths and abilities children develop from infancy through

Copyright National Academy of Sciences. All rights reserved.
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2 A ROADMAP TO REDUCING CHILD POVERTY

1. areview of research on linkages between child poverty and child
well-being;

2. objective analyses of the poverty-reducing effects of major assis-
tance programs directed at children and families; and

3. policy and program recommendations for reducing the number of
children living in poverty—including those living in deep poverty
(with family incomes below one-half the poverty line)—in the
United States by half within 10 years.

After nearly 2 years of work, the Committee on Building an Agenda to
Reduce the Number of Children in Poverty by Half in 10 Years (hereatfter,
the committee) has completed a review of the research literature and its own
commissioned analyses to answer some of the most important questions
surrounding child poverty and its eradication in the United States. Moreover,
the committee was able to formulate two program and policy packages,
described below, that meet the 50 percent poverty-reduction goals while at
the same time increasing employment among low-income families.

WHY IS CHILD POVERTY SUCH A SERIOUS PROBLEM?

Although some children are resilient to the adverse impacts of economic
poverty, many studies show signi cant associations between poverty and
poor child outcomes, such as harmful childhood experiences, including
maltreatment, material hardship, impaired physical health, low birthweight,
structural changes in brain development, and mental health problems. Stud-
ies also show signi cant associations between child poverty and lower edu-
cational attainment, dif culty obtaining steady, well-paying employment in
adulthood, and a greater likelihood of risky behaviors, delinquency, and
criminal behavior in adolescence and adulthood.

Because these correlations do not in themselves prove that low income
is the active ingredient producing worse outcomes for children, the commit-
tee focused its attention on the literature addressing the causal impacts of
childhood poverty on children. The committee concludes from this review
that the weight of the causal evidence does indeed indicate that income pov-
erty itself causes negative child outcomes, especially when poverty occurs in
early childhood or persists throughout a large portion of childhood.! (The
full text of this and other conclusions and recommendations included in the
Summary are presented in Box S-1.)

The committee also reviewed the much less extensive evidence on the
macroeconomic costs of child poverty to measure how much child poverty
costs the nation overall. Studies in this area attempt to attach a monetary

1 Conclusion 3-8, Chapter 3.

Copyright National Academy of Sciences. All rights reserved.
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SUMMARY 3

value to the reduction in adult productivity, increased costs of crime, and
increased health expenditures associated with children growing up in poor
families. Estimates of these costs range from 4.0 to 5.4 percent of the
Gross Domestic Product—roughly between $800 billion and $1.1 trillion
annually if measured in terms of the size of the U.S. economy in 2018 As
we demonstrate below, outlays for new programs that would reduce child
poverty by 50 percent would cost the United States much less than these
estimated costs of child poverty.

DO POVERTY-REDUCING PROGRAMS IN THE UNITED STATES
PROMOTE CHILDREN’S HEALTHY DEVELOPMENT?

Given the evidence that poverty harms children’s well-being, policies
designed to reduce poverty by rewarding work or providing safety-net
bene ts might be expected to have the opposite effect. The committee
examined research ndings to assess whether that is the case. A number
of researchers have studied the effects on children of changes in policies,
such as the emerging availability of food stamps across the country in the
1960s and 1970s and expansions of the Earned Income Tax Credit (EITC)
Program in the 1990s. Further expansions of some of these policies are
obvious candidates for meeting the 50 percent poverty-reduction goal in
the committee’s statement of task, so it is particularly important to assess
the evidence of their past impacts on children. The committee nds that
many programs that alleviate poverty—either directly, by providing income
transfers, or indirectly, by providing food, housing, or medical care—have
been shown to improve child well-being?

Speci cally, we nd that

% periodic increases in the generosity of the Earned Income Tax Credit
Program have improved child educational and health outcome$,

% the Supplemental Nutrition Assistance Program (SNAP) has
improved birth outcomes as well as many important child and
adult health outcomes?

% expansions of public health insurance for pregnant women, infants,
and children have led to substantial improvements in child and adult
health, educational attainment, employment, and earning$, and

2This is based on a Gross Domestic Product of $20.41 trillion in the second quarter of 2018.
See Table 3, https://www.bea.gov/system/ les/2018-09/gdp2g18_3rd_3.pdf.

3 Conclusion 3-8, Chapter 3.

4 Conclusion 3-3, Chapter 3.

5 Conclusion 3-5, Chapter 3.

6 Conclusion 3-7, Chapter 3.
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4 A ROADMAP TO REDUCING CHILD POVERTY

BOX S-1
Conclusions and Recommendations
Referenced in the Summary

CONCLUSION 3-3: Periodic increases in the generosity of the Earned In-
FRPH 7D[ &UHGLW 3URJUDP KDYH LPSURYHG FKLOGUHQ:V HG.
outcomes.

CONCLUSION 3-5: The Supplemental Nutrition Assistance Program has
been shown to improve birth outcomes as well as many important child and
adult health outcomes.

CONCLUSION 3-6: Evidence on the effects of housing assistance is mixed.

&KLOGUHQ ZKR ZHUH \RXQJ ZKHQ WKHLU IDPLOLHV UHFHLY
enabling them to move to low-poverty neighborhoods had improved educa-

tional attainment and better adult outcomes.

CONCLUSION 3-7: Expansions of public health insurance for pregnant
women, infants, and children have generated large improvements in child
and adult health and in educational attainment, employment, and earnings.

CONCLUSION 3-8: The weight of the causal evidence indicates that income

poverty itself causes negative child outcomes, especially when it begins in

HDUO\ FKLOGKRRG DQG RU SHUVLVWV WKURXJKRXW D ODUJ
Many programs that alleviate poverty either directly, by providing income

transfers, or indirectly, by providing food, housing, or medical care have

been shown to improve child well-being.

CONCLUSION 4-4: Government tax and transfer programs reduced the child

SRYHUW\ UDWH GHAQHG E\ WKH 6XSSOHPH@®WGBV3IRGHUW)\ OH
between 1967 and 1993, but became increasingly important after 1993 be-

FDXVH Rl LQFUHDVHY LQ JRYHUQPHQW EHQHAWY WDUJHWHOC
poor. Between 1993 and 2016, SPM poverty fell by 12.3 percentage points,

from 27.9 to 15.6 percent, more than twice as much as market-income-based

poverty.

CONCLUSION 5-1: 8VLQJ D WKUHVKROG GHAQHG E\ SHUFHQW RI
mental Poverty Measure, no single program or policy option developed by

the committee was estimated to meet the goal of 50 percent poverty reduc-

tion. The $3,000 per child per year child allowance policy comes closest, and

it also meets the 50 percent reduction goal for deep poverty.

CONCLUSION 5-2: A number of other program and policy options lead to

substantial reductions in poverty and deep poverty. Two involve existing

programs—the Supplemental Nutrition Assistance Program and housing

vouchers. The option of a 40 percent increase in Earned Income Tax Credit

EHQHAWV ZRXOG DOVR UHGXFH FKLOG SRYHUW\ VXEVWDQWL
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CONCLUSION 5-3: Programs producing the largest reductions in child pov-
erty are estimated to cost the most. Almost all of the committee-developed
program options that lead to substantial poverty-reduction cost at least $20

billion annually.

CONCLUSION 5-4: Projected changes in earnings and employment in re-
sponse to simulations of our program and policy options vary widely, but
taken as a whole they reveal a tradeoff between the magnitude of poverty
reduction and effects on earnings and employment. Work-based program
expansions involving the Earned Income Tax Credit and the Child and De-
pendent Care Tax Credit were estimated to increase earnings by as much as
$9 billion and employment by as many as half a million jobs. Programs such
as the child allowances and expansions of the housing voucher program
were estimated to reduce earnings by up to $6 billion and jobs by nearly
100,000. The bulk of the remaining program and policy proposals are esti-
mated to evoke more modest behavioral responses.

CONCLUSION 5-5: The 20 program and policy options generate disparate
impacts across population subgroups in our simulations. Although virtually

all of them would reduce poverty across all of the subgroups we considered,
disproportionately large decreases in child poverty occur only for Black
children and children of mothers with low levels of education. Hispanic
FKLOGUHQ DQG LPPLJUDQW FKLOGUHQ ZRXOG EHQHAW UHOD

CONCLUSION 6-1: Two program and policy packages developed by the com-
PLWWHH PHW LWV PDQGDWHG SHUFHQW UHGXFWLIRQ LQ ER
E\ RI 6XSSOHPHQWDO 3RYHUW\ OHDVXUH >630@| DQG GH
AQHG E\ RI1 630 7KH AUVW Rl WKHVH SDFNDJHV FRPELQH)
SROLF\ H[SDQVLRQV ZLWK LQFUHDVHV LQ EHQHAW [OHYHOV I
and Supplemental Nutrition Assistance Programs. The second package
combines work-oriented expansions with a child allowance, a child support
DVVXUDQFH SURJUDP DQG HOLPLQDWLRQ RI LPPLJUDQW UH
built into the 1996 welfare reforms. Both packages increase work and earn-
ings, and both are estimated to cost between $90 and $111 billion per year.

CONCLUSION 6-2: The committee was unable to formulate an evidence-based
employment-oriented package that would come close to meeting its man-
date of reducing child poverty by 50 percent. The best employment-oriented
package it could design combines expansions of the Earned Income Tax
Credit, the Child and Dependent Care Tax Credit, a minimum wage increase,
and a promising career development program. Although this package is
estimated to add more than a million workers to the labor force, generate
$18 billion in additional earnings, and cost the government only $8.6 to $9.3
billion annually, its estimated reductions in child poverty are less than half
of what is needed to meet the goal.

continued
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BOX S-1 Continued

CONCLUSION 7-1: Increasing both awareness of and access to effective,
VDIH DQG DIIRUGDEOH ORQJ DFWLQJ UHYHUVLEOH| FRQWUD
reduces the incidence of unplanned births, which could in turn reduce child
poverty. In contrast, policies that reduce access to LARC by cutting Medic-
aid, Title X funding of family planning services, or mandated contraceptive
coverage appear to increase the number of unintended births and thus also
child poverty.

CONCLUSION 7-2: Although increasing the proportion of children living with
married or cohabiting parents, as opposed to single parents, would almost
certainly reduce child poverty, the impacts of existing social programs
designed to promote such a change are uncertain. Evidence from these
programs is inconclusive and points to neither strong positive nor negative
effects. In the early 2000s, an ambitious attempt to develop programs that
would improve couple-relationship skills, promote marriage, and improve
child well-being failed to boost marriage rates and achieve most of their
other longer-run goals.

&21&/86,21 7KHUH LV LQVXIAFLHQW HYLGHQFH WR LGHQWL
policies that would reliably reduce child poverty, and it appears that work
requirements are at least as likely to increase as to decrease poverty. The
GHDUWK Rl HYLGHQFH DOVR UHAHFWV XQGHULQYHVWPHQW R
in methodologically strong evaluations of the impacts of alternative work
programs.

RECOMMENDATION 7KH 8 6 2IAFH Rl ODQDJHPHQW DQG % XGJHW
should convene working groups of appropriate federal program, research,
DQG VWDWLVWLFDO DIJHQFLHVY WR DVVHVV WKLV UHSRUW:V F
packages that are capable of reducing child poverty by half within 10 years
of adoption. OMB should also convene working groups charged with as-
VHVVLQJ WKH UHSRUW:V UHFRPPHQGDWLRQV IRU UHVHDUFK D
important gaps in knowledge about effective anti-child-poverty programs.
These working groups should be tasked to recommend action steps, and
OMB should work with relevant agencies to draw up implementation plans
and secure appropriate resources. The working groups should consult with
relevant state agencies and outside experts, as appropriate, to inform their
deliberations.
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% evidence on the effects of housing assistance is mixed, although
children who were young when their families received housing
bene ts that allowed them to move to low-poverty neighborhoods
had improved educational and adult outcomes’

HOW MUCH DO CURRENT PROGRAMS IN
THE UNITED STATES REDUCE CHILD POVERTY?

Mindful of the evidence that links childhood poverty with problems in
adulthood, as well as studies showing the bene ts for children from some
of the nation’s anti-poverty programs, the committee sought to understand
how child poverty has been affected by current programs and policies. In
2015, the latest year for which the committee was able to generate estimates
that took full account of bene ts from federal tax credits and other safety
net programs, more than 9.6 million U.S. children (13.0%) lived in fami-
lies with annual incomes below a poverty line de ned by the Supplemental
Poverty Measure (SPM)

That same year, some 2.1 million children (2.9%) lived in “deep pov-
erty,” de ned as having family resources below one-half of thepoverty-based
line. Child poverty rates were much higher for Black children (18%) and
Hispanic children (22%) than for non-Hispanic White children (8%); for
children in single-parent families (22%) than for those in two-parent fam-
ilies (9%); for children in immigrant families (21%) than for those in non-
immigrant families (10%); and for children in families with no workers
(62%) than for those in families with part-time workers (28%) or with
full-time workers (7%). Poverty rates also appear to be much higher among
American Indian children; however, precise rates are unavailable.

The committee examined the poverty-reducing impacts of the current set
of major federal assistance programs by estimating how child poverty rates
would have changed had each of these programs ndieen operating (see
Figure S-1)? The two refundable tax credits—the EITC and the refundable
portion of the Child Tax Credit—are the most successful at alleviating
poverty, as shown in Figure S-1. We estimate that the elimination of these

7 Conclusion 3-6, Chapter 3.

8 The committee’s child poverty estimates are lower than those in of cial statistics. Its esti-
mates were produced by a widely used microsimulation model, TRIM3, which corrects for the
underreporting of a number of important sources of income in household surveys. The 2015
SPM poverty lines for two-parent, two-child families were about $22,000 for those owning a
home free and clear and about $26,000 for renters and homeowners with a mortgage.

91t is important to note that these estimates of the poverty-reducing impact of current pro-
grams do not account for the extent to which eliminating a given program might also affect
work and other decisions that would in turn affect a family’s market income.
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FIGURE S-1 Changes in child poverty rates if each current income support program
were eliminated.

NOTE: CTC = Child Tax Credit, EITC = Earned Income Tax Credit, SNAP = Supple-
mental Nutrition Assistance Program, SSI = Supplemental Security Income, UC =
Unemployment Compensation, WC = Workers’ Compensation.

SOURCE: Estimates from TRIM3 commissioned by the committee, using the Sup-
plemental Poverty Measure with the Current Population Survey Annual Social and
Economic Supplement, with income corrected for underreporting.

tax credits would raise SPM child poverty to 18.9 percent, an increase of
5.9 percentage points or 4.4 million children.

The poverty-reducing bene ts from the Supplemental Nutrition Assis-
tance Program (SNAP) are the next largest: In the absence of SNAP bene ts,
the child poverty rate would have increased to 18.2 percent. In the absence
of Social Security bene ts, which go to many multigeneration households
containing children, the child poverty rate would have been 15.3 percent.
Without the Supplemental Security Income (SSI) Program, the child poverty
rate would have increased to 14.8 percent.

In contrast to rates of child poverty de ned by SPM thresholds, rates
of deep poverty (50% of SPM thresholds) are affected very little by refund-
able tax credits. This is because most families in deep poverty have very
low levels of earned income, and all three of the tax bene ts are based on
earnings. SNAP is by far the single most important federal program for
reducing deep poverty; it is estimated that eliminating SNAP would nearly
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double (from 2.9 to 5.7%) the fraction of children in families with incomes
below the deep poverty threshold.

The demographic groups with the highest child poverty rates—Blacks
and Hispanics, single-parent families, and families with poorly educated
parents—bene t disproportionately from both SNAP and the tax bene t
programs. The two exceptions are children in noncitizen families, who
bene t less from both programs, and children in families with no workers,
who do not bene t from tax-related bene t programs.

IS A GOAL OF 50 PERCENT REDUCTION
IN CHILD POVERTY REALISTIC?

Both the U.S. historical record and the experience of peer countries
show that reducing child poverty in the United States is an achievable pol-
icy goal. Child poverty fell by nearly one-half between 1967 and 2016 (see
Figure S-2)10 Rates of deep child poverty declined as well over that period,
both overall and across subgroups of children de ned by race and ethnicity.

Historically, macroeconomic growth has fueled growth in wages and
employment, which in turn has led to corresponding reductions in pov-
erty. However, during the past several decades economic growth has not
been shared equally across the income distribution. Wages have stagnated
or declined for lower-skilled male workers since the early 1970s, while
the wages of lower-skilled women have stagnated since 2000. During the
1967-2016 period, child poverty rates varied with both business cycles and
changes in social bene t programs. Government tax and transfer programs
reduced child poverty modestly between 1967 and 1993, but they became
increasingly important after 1993 because of increases in government ben-
e ts (mainly the Earned Income Tax Credit) targeted at the poor and near
poor. Between 1993 and 2016, SPM poverty fell by 12.3 percentage points,
dropping from 27.9 to 15.6 percent.!!

The United States spends less to support low-income families with
children than peer English-speaking countries do, and by most measures
it has much higher rates of child poverty. Two decades ago, child poverty
rates were similar in the United States and the United Kingdom. That began
to change in March 1999, when Prime Minister Tony Blair pledged to end
child poverty in a generation and to halve child poverty within 10 years.
Emphasizing increased nancial support for families, direct investments
in children, and measures to promote work and increase take-home pay,

10 As de ned by the U.S. Census Bureau, an SPM-based poverty measure that counts cash
income, tax credits, and near-cash bene ts (e.g., SNAP bene ts) in its measure of household
resources.

11 Conclusion 4-4, Chapter 4.
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FIGURE S-2 Child poverty rates as measured by the Supplemental Poverty Mea-
sure (SPM), 1967—-2016, using the Current Population Survey Annual Social and
Economic Supplement (CPS ASEC).

NOTE: Shaded areas indicate recession years. Poverty estimates use the SPM with
income that is not corrected for underreporting, as it is not feasible to correct in-
come reporting in the CPS ASEC over the entire period shown. Corrections for un-
derreporting account for the bulk of the 13.0% vs. 15.6% poverty rate differences
shown in Figures S-1 and S-2.

SOURCE: Analyses commissioned by the committee and conducted by Christopher
Wimer (2017).

the United Kingdom enacted a range of measures that made it possible
to meet the 50 percent poverty-reduction goal by 2008—a year earlier
than anticipated. More recently, the Canadian government introduced the
Canada Child Bene t in its 2016 budget. According to that government’s
projections, the bene t will reduce the number of Canadian children living

in poverty by nearly one-half.

REDUCING CHILD POVERTY IN THE UNITED
STATES BY HALF IN 10 YEARS

The heart of the committee’s charge is to identify policies and programs
that have the potential to reduce child poverty and deep poverty in the
United States by half within 10 years. With hundreds of local, state, federal,
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and international anti-poverty program and policy models to choose from,
the committee developed a set of criteria to guide its selection process.
These included (1) the strength of the research and evaluation evidence;
(2) likely reductions in the number of poor children; (3) the extent of child
poverty reduction achievable within the subgroups with the highest child
poverty rates; (4) cost; and (5) positive impacts on work, marriage, oppor
tunity, and social inclusion.

The committee examined 10 program and policy options. Four of them
are tied to work, three of them modify existing safety net programs, two
come from other countries, and the nal one modi es existing provisions
relating to immigrants. It then formulated two variations for each of the 10
options, yielding 20 scenarios in all. The 10 options are as follows:

Program and policy options tied to work:

1. expanding the EITC;

2. expanding child care subsidies;

3. raising the federal minimum wage; and

4. implementing a promising training and employment program called
WorkAdvance nationwide.

Modi cations to existing safety net programs:

5. expanding SNAP;

6. expanding the Housing Choice Voucher Program; and
7. expanding the SSI program.

Options used in other countries:

8. introducing a universal child allowance (which, in the U.S. context,
can also be thought of as an extension of the federal child tax credit
delivered monthly instead of once a year); and

9. introducing a child support assurance program that sets guaranteed
minimum child support amounts per child per month.

Modi cations to existing provisions relating to immigrants:
10. increasing immigrants’ access to safety net programs.

The committee’s simulations showed that no single program or policy
option that we considered could meet the goal of reducing child poverty by
one-half. A $3,000 per child per year child allowance policy would produce
the largest poverty reduction, and it would meet the goal of reducing deep
poverty (50% of SPM poverty) by one-half.2> A number of other program
and policy options were also estimated to reduce child poverty substantially

12 Conclusion 5-1, Chapter 5.
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FIGURE S-3 Reductions in child poverty and cost of several policy and program
options developed by the committee.

NOTES: Costs are based on provisions of the 2015 tax law applied to income for
2015. Incomes are corrected for underreporting. EITC = Earned Income Tax Credit,
SNAP = Supplemental Nutrition Assistance Program.

SOURCE: Estimates from TRIM3 commissioned by the committee.

(see Figure S-3). Three of them involve modi cations to existing programs:
the EITC, SNAP, and subsidized housing-3

Policy makers may wish to balance poverty reduction against other
policy goals, including boosting employment among low-income families
as well as containing costs, keeping in mind the consequences of raising
revenues to pay for the policies and programs that reduce the number of
children raised in a poor family. As might be expected, there is a strong
positive relationship between cost and the number of children moved out
of poverty. Almost all of the committee-developed program options that
would lead to substantial poverty reductions were estimated to cost at least
$20 billion annually.

The committee devoted signi cant effort to estimating how families
might change their work effort in response to each of the policy and pro-
gram options under consideration. It found considerable variation in the
changes in employment and earnings resulting from the simulated imple-
mentation of the 20 program and policy options. Work-based program

13 Conclusion 5-2, Chapter 5.
14 Conclusion 5-3, Chapter 5.
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expansions involving the Earned Income Tax Credit and the Child and
Dependent Care Tax Credit were estimated to increase earnings by as much
as $9 billion and employment by as many as half a million jobs. Programs
such as child allowances and expansions of the housing voucher program
were estimated to reduce earnings by up to $6 billion and jobs by nearly
100,000.%5

The 20 program and policy options the committee examined generated
different impacts in different subgroups of the population. Although virtually
all of these options reduced poverty across all of the subgroups considered,
there were disproportionately large decreases in child poverty for Black chil-
dren and children of mothers with low levels of education. Hispanic children
and children in immigrant families bene ted relatively less®

PACKAGES OF POLICIES AND PROGRAMS TO REDUCE
CHILD POVERTY AND DEEP POVERTY

Since none of the committee’s individual policy and program options
met both of the 50 percent reduction goals—for both poverty and deep
poverty—the committee developed the four program and policy “packages”
shown in Table S-1 and assessed their expected impacts.

The work-oriented package attempted to capitalize on the fact that
gains in steady employment and earnings are among the strongest correlates
of escaping poverty. Accordingly, this package was focused exclusively
on policies tied to paid employment by combining expansions of two tax
credits (the EITC and Child and Dependent Care Tax Credit [CDCTC])
with an increase in the minimum wage and implementing théNorkAdvance
Program nationwide. Although combining these four programs was esti-
mated to add a million workers to the labor force, generate $18 billion
in additional earnings, and cost only $8.7 billion, the reduction in child
poverty it was estimated to bring about was less than one-half of what is
needed to meet the 50 percent poverty-reduction goa’

It was disappointing to conclude that this work-oriented package
would be unable to achieve adequate reductions in child poverty, in light
of the often-stated policy goal of moving low-income families from reliance
on government assistance and toward greater participation in the labor
force. Although states have been testing a number of new work-oriented
programs, especially those including work requirements, most states have
evaluated the new programs using weak methods that fall far short of the
evidentiary standard set by the National Academies for its reports. Some of

15 Conclusion 5-4, Chapter 5.
16 Conclusion 5-5, Chapter 5.
17 Conclusion 6-2, Chapter 6.
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TABLE S-1 Components of the Four Packages and Their Estimated Costs
and Impact on Poverty Reduction and Employment Change

2. Work-
based and 3. Means- 4. Universal
1. Work- Universal tested Supports

oriented Supports Supports and and Work
Package Package Work Package Package

Expand EITC X X X X
Expand CDCTC X X X X

Increase the Minimum
Wage X X

Roll Out WorkAdvance X

Work-oriented
Programs and
Policies

Expand Housing

Voucher Program X

Expand SNAP Bene ts X

Begin a Child

Allowance X X

Begin Child Support
Assurance X

Eliminate 1996
Immigration Eligibility
Restrictions X

Income Support-oriented
Programs and Policies

Percentage Reduction
in the Number of Poor
Children 18.8% 35.6% 50.7% 52.3%

Percentage Reduction

in the Number of

Children in Deep

Poverty 19.3% 41.3% 51.7% 55.1%

Change in Number of
Low-income Workers ~ +1,003,000 +568,000 +404,000 +611,000

Annual Cost, in Billions $8.7 $44.5 $90.7 $108.8

NOTE: CDCTC = Child and Dependent Care Tax Credit, EITC = Earned Income Tax Credit,
SNAP = Supplemental Nutrition Assistance Program.

the committee’s research recommendations address the need for building a
more solid and reliable body of evidence on current programs.

Our second package, the work-based and universal supports package,
builds on the work-based package by combining expansions of two tax
credits (the EITC and CDCTC) with a $2,000 child allowance designed to
replace the Child Tax Credit. This package generates an estimated 36 per
cent reduction in poverty and 41 percent reduction in deep poverty, which
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also falls short of meeting the full 50 percent reduction goals. However,
at a cost of $44.5 billion per year, and with increases of employment and
earnings amounting to 568,000 jobs and $10 billion, respectively, it offers
a potentially appealing approach to meeting policy goals that are often in
competition with one another.

The means-tested supports and workpackage combined expansions
of the two tax credits in the work-oriented package with expansions of
two existing income support programs: SNAP (formerly known as food
stamps) and housing voucher programs. The committee estimates that this
package of programs would in fact meet the goal of reducing both pov-
erty and deep poverty by one-half, at a cost of $90.7 billion per year. On
balance, the work incentives associated with the two tax credits outweigh
the disincentives arising from the income support programs: The package
is estimated to add about 400,000 workers and generate $2.2 billion in
additional earnings.

The universal supports and work package was designed to meet the
50 percent poverty-reduction goals by enhancing income security and stabil-
ity while at the same time rewarding work and promoting social inclusion.
The cornerstone of this package is a child allowance, but the package also
includes a new child support assurance program, an expansion of the EITC
and CDCTC, an increase in the minimum wage, and elimination of the
immigrant eligibility restrictions imposed by the 1996 welfare reform. This
package of programs, which also meets the 50 percent povertseduction
goals, is estimated to cost $108.8 billion. The net effect of this full package
of universal supports and work promotion policies is to increase employ-
ment by more than 600,000 jobs and earnings by $13.4 billion.

What Other Policy and Program Approaches Should Be Considered?

The committee considered a number of other program and policy ideas.
One involved family planning. Research evidence suggests that increasing
both awareness of and access to effective, safe, and affordable long-acting
reversible contraception devices reduces the incidence of unplanned births,
which could in turn reduce child poverty.18 At the same time, the evidence
was not strong enough to support a calculation of the likely magnitude of
this poverty-reduction effect for the nation as a whole.

We also examined marriage promotion policies. Although increasing
the proportion of children living with married or cohabiting parents, rather
than single parents, would almost certainly reduce child poverty, whether
and how policy can achieve this goal remains uncertain. Evidence from
existing social programs is inconclusive and points to neither strong positive

18 Conclusion 7-1, Chapter 7.
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nor negative effects. In the early 2000s, an ambitious attempt to develop
programs that would improve couple relationship skills, promote marriage,
and improve child well-being failed to boost marriage rates and achieve
most of their other longer-run goals*®

Similarly, evidence was insuf cient to identify mandatory work policies
that would reliably reduce child poverty. It appears that work requirements
are at least as likely to increase as to decrease poverty. The dearth of evi-
dence on mandatory work policies also re ects an underinvestment over the
past two decades in methodologically strong evaluations of the impacts of
alternative work programs.2°

WHICH CONTEXTUAL FACTORS PROMOTE OR IMPEDE ANTI-
POVERTY POLICIES AND PROGRAMS?

Any policies aimed at reducing child poverty will necessarily be imple-
mented in complex societal and individual contexts, and these contexts can
in uence the policies’ success. The committee identi ed six major contex-
tual factors that policy makers and program administrators should consider
when designing and implementing anti-poverty programs:

1. Stability and predictability of income: Because unstable and
unpredictable income makes it dif cult for families to juggle their
everyday challenges, programs that provide regular income sup-
port—whether through tax credits, cash, or vouchers—may be
more helpful to families if they provide adequate bene ts at well-
timed intervals.

2. Equitable and ready access to programs: Unnecessarily burden-
some administrative procedures can discourage families—especially
the most needy families—from applying for the income assistance
bene ts they are eligible to receive, and thus prevent them from
receiving them at all.

3. Equitable treatment across racial/ethnic groups: Discrimination in
hiring and employment may undermine policies that aim to increase
or subsidize wages as well as policies that require bene ciaries
to work. Similarly, housing discrimination reduces racial/ethnic
minority families’ access to and bene ts from housing programs.

4. Equitable treatment by the criminal justice system: Involvement
of a parent or other relative in the criminal justice system harms

19 Conclusion 7-2, Chapter 7.
20 Conclusion 7-4, Chapter 7.
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signi cant numbers of low-income children, particularly minority
children, both economically and in other ways.

5. Positive neighborhood conditions: Living in areas of concentrated
poverty makes it dif cult for parents to lift themselves and their
children out of poverty. Supportive, thriving social networks and
neighborhood conditions enrich family life, personal connections,
and access to opportunities, yet too frequently the poor live in
urban areas of concentrated poverty or are widely dispersed in
rural areas with limited transportation and little access to employ-
ment, poverty-reduction programs, or community resources.

6. Health and well-being: Because physical and mental ailments, sub-
stance abuse, and domestic violence can undermine parents’ ability
to make sound decisions, care for their children, gain education,
obtain and keep work, and support their households, anti-poverty
programs that require participants to be employed in order to
maintain eligibility or that have cumbersome eligibility require-
ments may be less effective for families with these issues.

SUMMARY AND NEXT STEPS

The committee’s work has identi ed two program and policy packages
that would enable the nation to meet the ambitious goal of reducing by
half the number of poor children and children living in deep poverty. Other
packages are also conceivable. Both of the committee’s packages involve
combinations of program enhancements, some of which encourage and
reward paid employment, while others provide basic income support to
help cover the expenses incurred when raising children. Both are also quite
costly in an absolute sense. They would require an investment of between
$90 and $110 billion per year, although this cost is much lower than the
estimated annual macroeconomic cost of child poverty, which is estimated
to range from $800 billion to $1.1 trillion. 2% A third package fell short of
the full 50 percent poverty-reduction goal but, at $44.5 billion, cost con-
siderably less and increased work and earnings.

The virtues of bundling work- and supports-oriented policy and pro-
gram enhancements into packages are clear from the committee’s analyses.
No single modi cation we considered met the 50 percent poverty-reduction
goals, and those that came close led more people to leave than enter the
labor force. And while work-oriented enhancements, such as expanding the
EITC or making the CDCTC fully refundable, would reduce child poverty
at a relatively low cost, they would be much less effective at reducing the
number of children living in deep poverty. The committee found that it is

21 Conclusion 6-1, Chapter 6.
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possible to combine the two approaches in a way that would meet both the
poverty and deep poverty-reduction goals and, on balance, increase work
and earnings among low-income families with children.

Assuming that stakeholders—Congress, federal and state agencies, and
the public—agree that further reduction of child poverty is a priority goal
for U.S. policy, the committee recommends that a coordinating mech-
anism be put in place to ensure that its report is followed up and that
well-considered decisions are made on priorities for new and improved
anti-poverty programs and policies. This mechanism should also ensure
that the associated research and data needed for monitoring, evaluating,
and further improvement are supported as well??

In the view of the committee, the U.S. Of ce of Management and
Budget (OMB) is the appropriate agency to coordinate the assessment
of these conclusions and recommendations and to put together an action
plan. It could do this by convening working groups of appropriate federal
program, research, and statistical agencies to assess this report’s conclusions
regarding the program packages capable of reducing child poverty by half
within 10 years of adoption. Further, the committee recommends that OMB
convene working groups charged with assessing the report’s recommenda-
tions for research and data collection to Il important gaps in knowledge
about programs that are effective at reducing child poverty. A number of
additional research recommendations embraced by the committee can be
found in Chapter 9 of the report.

Acting on this report’s conclusions and recommendations has the
potential not only to reduce child poverty, but also to build a healthier and
more prosperous nation.

22 Recommendation 9-10, Chapter 9.
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capacities that are crucial for their physical and emotional wellbeing

and their cognitive abilities, which in turn help to promote their
success in school, their responsible behavior as adults, their eventual eco-
nomic self-suf ciency, and lifelong health. These capacities, therefore, are
the foundation of a well-functioning and prosperous society. Numerous
studies suggest that a lack of adequate resources in childhood compromises
the development of these capacities. Accordingly, the widespread poverty
among American children today is cause for serious concern.

Using the Supplemental Poverty Measure (SPM) threshold of about
$25,000 for a family of four, in 2017 the U.S. Census Bureau counted
more than 11 million U.S. children—nearly one-sixth of all our children—
living in families with incomes that fell short of that poverty line (Fox,
2018). It also determined that 3.5 million of those children were living
in “deep poverty,” de ned as having family resources less than one-half
the SPM poverty line (Fox, 2018). As detailed in Chapter 2 of this report,
child poverty rates are much higher for Black, Hispanic, and American
Indian children than for White or Asian children. They are also much
higher for children in single-parent families than those two-parent families

me their infancy to their adolescence, children continuously develop

1See Tables A-2 and A-4 in The Supplemental Poverty Measure: 2017 dtttps://www.
census.gov/content/dam/Census/library/publications/2018/demo/p60-265.pdfThe number of
children in deep poverty was calculated by multiplying the percentage of people under age
18 with family incomes below 50 percent of the SPM poverty threshold by the number of
children under age 18 in the United States (estimated to be 73.7 million in 2017 by the U.S.
Census Bureau).

19
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and for children in families with no workers than for those in families
with part- or full-time workers. By most measures, poverty among U.S.
children is higher than in peer English-speaking countries such as Canada
and Australia, and it is much higher than in most other industrialized
countries.

A robust research literature (reviewed in Chapter 3) shows that children
growing up in poverty fare much worse than other children. Differences
favoring children in more af uent families are already evident in toddlers’
and preschoolers’ language, memory, self-regulation, and socioemotional
skills, with corresponding differences observed in neural structure and func-
tion in the brain regions that support these skills. Children living in deep
poverty have the worst outcomes among all children on important health
and development indicators, such as blood lead levels, obesity, and a com-
posite indicator of ourishing that measures children’s mood, affection, and
resilience (Ekono, Jiang, and Smith, 2016). By the time they reached their
30s, individuals whose families had incomes below the poverty line during
early childhood completed two fewer years of schooling and were earning
less than one-half as much income, on average, when compared with peers
whose family incomes were at least twice the poverty line (Duncan, Ziol-
Guest, and Kalil, 2010). Not all these differences can be attributed to pov-
erty per se. Nevertheless, our review of the literature on the causal effects
of childhood poverty (see Chapter 3) shows that the weight of the evidence
indicates that income poverty itself causes negative child outcomes. This is
especially the case when poverty begins in early childhood and/or persists
throughout a large share of a child’s life.

Whether a family’s income is above or below a poverty threshold
depends on parents’ decisions regarding their own schooling, work, and
marriage, as well on a host of structural factors such as the availability of
work, housing, and public transportation, the prevalence of neighborhood
crime, and institutional racism, all of which are well beyond the control of
families. However, government programs also matter a great deal. Child
poverty rates in the United States would be much higher were it not for
programs such as the Supplemental Nutrition Assistance Program (SNAP),
which provides nutrition assistance bene ts to low-income individuals, the
Earned Income Tax Credit (EITC), and the Child Tax Credit (CTC) (see
Chapter 4).

If all countries’ child poverty rates were measured solely by the earned
income of parents, U.S. children would have poverty rates that fell in the
middle of the rankings among peer English-speaking countries. Part of
what drives our child poverty rates so much higher than those in peer
Anglophone and other high-income nations is the much smaller fraction
of U.S. Gross Domestic Product that is devoted to redistributive social
programs (see Chapter 4). According toKids’ Share 2018 (Isaacs et al.,
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2018), spending on children younger than age 19 accounted for 9 percent
of the U.S. federal budget in 2017. This gure, which does not include state
spending on education, is projected to fall to 6.9 percent by 2028, while
at the same time spending on adults under Social Security, Medicare, and
Medicaid, which accounted for 45 percent of the budget in 2017, is pro-
jected to rise to 50 percent by 2028.

THE COMMITTEE’'S CHARGE

Given the problems generated by child poverty in the United States and
the demonstrated effectiveness of many child poverty programs, the omnibus
appropriations bill signed into law in December 2015 included a provision
directing the National Academies of Sciences, Engineering, and Medicine to
conduct a comprehensive study of child poverty in the United States. Specif-
ically, the study was to provide an evidence-based, nonpartisan analysis of
the macroeconomic, health, and crime/social costs of child poverty, to study
current efforts aimed at reducing poverty, and to propose recommendations
with the goal of reducing the number of children living in poverty in the
United States by one-half in 10 yearg. This policy goal mirrors the aims of
anti-poverty initiatives that have been undertaken in other English-speaking
countries in the past two decades, most notably in the United Kingdom
beginning in 1997 (Waldfogel, 2010; see also Chapter 4).

The heart of the charge issued by the U.S. Congress to the National
Academies is the goal of reducing the number of children living in poverty
in the United States by one-half within 10 years. Congress has requested
objective analyses of the existing research on the poverty-reducing effects
of major assistance programs directed at children and families and speci c
policy and program recommendations for accomplishing this goal.

Ad hoc committees appointed by the National Academies are guided
by a statement of task that de nes and constrains their work?® Committee
reports are expected to address all of the issues raised in the statements of
task but not to go beyond them unless the committee judges it absolutely
necessary for carrying out the full scope of the statement of task. The state-
ment of task for the present study is shown in Box 1-1.

In developing its list of policy and program proposals for reducing
child poverty by half in 10 years, the committee considered existing federal
programs as well as innovative programs developed by states and localities

2 See Consolidated Appropriations Act, 2016, Pub.L. No. 114-113.

3 This study’s statement of task was developed jointly by staff members from Congress, the
Of ce of the Assistant Secretary for Planning and Evaluation within the Department of Health
and Human Services, and the National Academies, as well as researchers and policy makers
with expertise in the reduction of child poverty.
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BOX 1-1
Statement of Task

An ad hoc committee of experts will convene to conduct a consensus study
of the costs of child poverty in the United States and the effectiveness of current
efforts aimed at reducing poverty. The committee will review available high-
quality research on current programs, with emphasis on evaluations that include
EHQHAW GBRU WDV RQV K HYGID O\WKWR PP L \WW W@IBINHH F R P-
mendations for federal investment aimed at reducing the number of children living
in poverty in the United States by one-half within 10 years. The committee will
DGGUAYMSHFEKBUJHYV

% U L WA LDHYG\ Q W K HAWKOHHD L QUDHRVCHHIRUW KPHD F UIRQ G
microeconomic, health, and social costs of child poverty, with attention
WRLQNEHNWZ FHKO®ORBY HVQKBHD AVGK FDWEPRBQR\PHQW
crime, and child well-being.

% U L AV HR YU UIH@MH U Q DI\GE HRDIBMIVHG R A-DIOR WAR YV
reduce child poverty. The committee will provide an analysis of the
poverty-reducing effects of existing major assistance programs directed

at children and families in the United States, as well as relevant pro-
JUDRAH Y H O R&RMGLHG X VW FIRDX@QLWYYGHBAMV K8 L W H
Kingdom, Canada, and Ireland.

3. Identify policies and programs with the potential to help reduce child
poverty and deep poverty (measured using the Supplemental Poverty
Measure) by 50 percent within 10 years of the implementation of the
policy approach.

JRU WKH SURJUDPV WKH FRPPLWWHH LGHQWLAHV DV K
reduce child poverty, the committee will provide analysis in a format that

ZLOOORBGHEYROPBWNHWRG HQDMADBYV V HS/R/W H § RVR.BBLO
nations of policy investments that can best meet their policy objectives.

,GHQWHYX\LJK SULRVH D BW KAH ORLKL ZIR X @ GJQ L A
FDQWOYD WHMNHQRZO HE®GYVHR G HY H O BRICQ AIBHVG X F H
child poverty in the United States and assessing their impacts.

()

and in other countries, such as the United Kingdom and Canada. The scope
of the programs the committee considered was broad. In addition to tra-
ditional anti-poverty programs, such as cash transfers, food and nutrition
programs, and housing programs, the committee considered work support,
health insurance, foster youth, juvenile and adult justice, and education and
training programs.

For each program and policy option it developed, the committee
attempted to estimate what impact it could have on reducing child poverty
as de ned using the SPM; how its poverty-reducing impacts would be dis-
tributed across demographic groups and across groups at three different
levels of poverty: those at the poverty level; those in deep poverty; and
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those in near poverty; and what would be the annual cost of implement-

ing the program or policy at scale. To the extent possible, the committee
examined the sensitivity of the impacts of its policy or program proposals

to economic conditions, and it also considered other possible bene ts the
proposals could provide for government and society, such as improvements
in child health, educational achievement, and welfare.

Because virtually none of the program and policy options we developed,
if considered individually, would meet the 50 percent poverty-reduction
goal, we also considered packages that would combine a number of policy
and program changes to meet that goal. These are presented in Chapter 6.
The task of designing these packages led us to identify interactions among
programs that could result in synergies or redundancies.

TEMPORAL AND OTHER CONSIDERATIONS
ASSOCIATED WITH THE STATEMENT OF TASK

Timing is a key element of the committee’s statement of task. The
policies and programs identi ed by the committee are intended to “help
reduce child poverty and deep poverty . . . by 50 percent within 10 years of
the implementation of the policy approach.” This relatively brief, decade-
long interval focuses attention on actions that aim to quickly increase the
resources available to the families of poor children—programs and policies
such as tax credits or work requirements. Although programs such as
those that support early childhood education may boost family income by
enabling a mother to work, their main goals are to reduce poverty among
future—rather than current—generations of children. Accordingly, they fall
outside the committee’s statement of task, although they may be important
to reducing poverty over the longer term.

Reducing Poverty or Building Children’s Capacities and Health?

The concern that growing up in poverty compromises children’s
opportunities to develop to their full potential provides a powerful moti-
vation for seeking to reduce or even eliminate child poverty. However,
with children’s development in mind, the goal of child poverty reduction
alone, whether in the short or long term, is limiting because it focuses all
our attention on family resources and ignores other important factors in
healthy development. An alternative goal to poverty reduction might be to
promote children’s human capital, conceived broadly to include cognitive
and noncognitive capacities as well as physical and mental health, both
during childhood and into the adult years. Poverty reduction will help to
build children’s human capital, but so too will attention to a much broader
range of factors that promote children’s health and development, both
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within the family and in the schools, neighborhoods, and other contexts
of children’s lives.

For example, a broader goal of human capital development might lead
us to favor policies and programs to promote more nurturing homes or
more effective school environments over equally costly programs and pol-
icies that would bene t children only by improving their material circum-
stances. This report responds to the committee’s short-term poverty-focused
congressional charge, but readers should bear in mind that adequate family
material resources are but a single, albeit important, input for the healthy
long-term development of children.

That said, programs targeting child poverty can build human capital
in other ways. As an example, consider food assistance programs. Child
poverty, as measured by the SPM, falls when bene ts from a program like
SNAP boost family resources. But, as explained in Chapter 3, the evidence
also indicates that SNAP’s predecessor program, food stamps, reduced the
incidence of low birth weight among children born into low-income fam-
ilies and, if bene ts were received during early childhood, improved that
child’s cardiovascular health in adulthood as well. When making decisions,
policy makers might want to consider these kinds of human capital impacts
along with the reductions in shorter-term child poverty that a speci c pro-
gram or policy might achieve. With that in mind, the committee’s review of
the poverty literature in Chapter 3 includes evidence on programs that both
reduce child poverty and promote children’s health development.

HOW THE COMMITTEE SELECTED
PROGRAMS TO REVIEW

The heart of the committee’s charge is to “identify policies and pro-
grams with the potential to help reduce child poverty and deep poverty . . .
by 50 percent within 10 years.” To identify these programs and policies,
the committee sought suggestions from its members and invited outside
testimony from experts in the eld. These included experts from univer
sities, from policy organizations, and from practitioner organizations and
represented a diverse array of political perspectives. In addition to holding
two public information-gathering sessions, the committee received 25 pol-
icy memos, 19 of them from the 40 individuals we invited to submit memos
and 6 more that were unsolicited. The committee also drew on the expertise
of its own members to develop a list of possible policies and programs that
might meet the charge. In addition, the committee commissioned papers
from experts in Medicaid and American Indian and Alaska Native (AIAN)
children living in poverty. 4

4 These commissioned papers are available at http://www.nap.edu/25246.
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Criteria for Selecting Programs and Policies

With hundreds of local, state, federal, and international anti-poverty
program and policy models to choose from, the committee developed a
set of criteria to guide its selection and then considered the strengths and
weaknesses of each policy or program. The criteria are as follows:

Strength of the research and evaluation evidence

Magnitude of the reduction in child poverty

Child poverty reduction within high-risk subgroups

Cost of the program or policy

Impacts on the widely held values of work, marriage, opportunity,
and social inclusion

agrwnE

The most important criterion was the strength of the research and eval-
uation evidence indicating that, if enacted, the policy would reduce child
poverty in the short run. Here the committee gave preference to evidence
from random-assignment program evaluations as well as methodologically
strong “natural experiments,” that is, those that examined the impacts of
unanticipated changes in the timing and structure of policies on children
and their families. To generate estimates of poverty reduction from the
committee’s program and policy ideas, it commissioned research from
the Urban Institute’s Transfer Income Model, Version 3 (TRIM3) micro-
simulation model.®

Second, with a target of reducing child poverty by one-half within
10 years, an obvious guiding criterion was the magnitude of the reduc-
tion in overall child poverty. The committee’s statement of task speaks of
reductions in both the number of poor children and the fraction of children
whose family incomes are below the poverty line. Since these two indicators
may differ slightly in the context of a growing population of children, the
committee chose to focus on reductions in the rate of child poverty.

Discussions with study sponsors led the committee to consider the dis-
tribution of poverty-reducing impacts across high-risk groups of children,
de ned by such characteristics as race, location, immigration status, and
age of parent, who have above-average levels of poverty. Accordingly, the
committee assigned importance to anti-poverty programs with relatively
larger impacts on the children in these groups.

The fourth criterion was the likely cost of the program or policy.
We de ned cost as the incremental budgetary expense after accounting
for all of the secondary impacts of the program or policy change such as

5 For more information, see http://trim3.urban.org/T3Welcome.php.
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participation in other programs and changes in taxes paid resulting from
changes in employment (for example, payroll taxes).

Fifth, the committee considered whether the program or policy was
likely to promote widely agreed-upon values. Although not an explicit
element of the statement of task, societal values have always gured prom-
inently in debates over the nature of anti-poverty programs in the United
States (Lamont and Small, 2008) We focus on four such values: work,
marriage, opportunity, and social inclusion. None is without complications
or quali cations. In the case of work, for example, expectations that pro-
gram participants seek paid employment may be suspended in the case of a
parent with an infant or a severely disabled child. In the case of marriage,
relationship quality is also a criterion, so an abusive or violent relationship,
for example, would not be valued. Considerations of social inclusion gure
prominently in debates over whether programs should be offered univer
sally rather than targeted to the neediest individuals (Gar nkel, Smeeding,
and Rainwater, 2010). Universal programs are obviously more costly, but
targeted programs can generate unforeseen incentives for people to qualify
for or remain in programs, and recipients of targeted programs can run
the risk of being stigmatized and con ned to separate programs for the
poor. In some cases, targeted programs that reward work, like the EITC,
appear to generate a strong sense of social inclusion among recipients
(Halpern-Meekin et al., 2015).

In keeping with the spirit of its charge, the committee omitted political
feasibility from its list of criteria, although we understood that some pol-
icies and programs might be more politically feasible than others. As the
charge from Congress directs, the committee endeavored to “provide an
evidence-based, nonpartisan analysis.”

The committee did not insist that all of the anti-poverty programs and
policies it identi ed meet all of its ve criteria. Strong research evidence was
vital, but at the same time the committee recognized the inevitable tradeoffs
in any policy or program proposal. Some of the approaches it chose were
stronger on some criteria and weaker on others. The committee sought
to balance the strengths and weaknesses of each proposal in light of the
criteria taken as a whole.

CONSIDERATIONS IN ESTIMATING
POLICY AND PROGRAM IMPACTS

At rst glance, estimating poverty reductions for any given program
may appear to be a straightforward calculation. If Program A provides, say,
$5 billion in additional bene ts to families with children, why not just con-
duct a simulation in which the incomes of recipient families are increased
by the value of the added bene ts and then determine how many families
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are raised above the poverty or deep poverty thresholds by the incremen-
tal income? A rst complication is that in the course of reducing poverty,
anti-poverty policies and programs can produce behavioral responses on
the part of parents. For example, programs like the EITC boost the (after-
tax) hourly earnings of some low-wage workers, which can induce them
to work and earn more, and this would then increase the poverty-reducing
impact of the EITC well beyond what is accomplished by the tax credits
alone (Hoynes and Patel, 2017). Other programs can discourage work by
reducing program bene ts when earnings increase, or may discourage mar
riage by imposing rules that provide fewer bene ts to married parents than
to single parents. These kinds of behavioral responses are dif cult to gauge
but, as explained in Chapter 5, the committee, supported by the research
literature, attempted to incorporate such responses in its estimates of child
poverty reductions.

A second complication in some programs is that not every potential
recipient will in fact take up the bene t. Housing vouchers are an obvious
example, because a substantial number of families offered vouchers today
are not able to use them. As explained in Appendix F, the TRIM3 micro-
simulation model the committee used attempts to incorporate adjustments
for behavioral responses and incomplete program take-up.

In some cases, the committee concluded that while a program met its
criteria, it was not amenable to a quantitative policy simulation. One exam-
ple is a program to promote the use of long-acting reversible contraception
(LARC) devices, which have the potential to reduce poverty by delaying or
reducing births into poor families; however, evidence on program take-up
and impacts is fragmentary (See Chapter 7 for more information). Indeed,
a number of promising small-scale demonstration programs have never
been scaled up suf ciently to show whether key program features could be
preserved if they were to be implemented across the nation or even across
a single state. Expansions of the Medicaid medical insurance program are
another example. The committee’s literature review in Chapter 3 suggests
that health insurance programs can improve child health, but estimating
short-run impacts of program expansion on poverty reduction is compli-
cated by the various ways poverty measures handle health care bene ts and
expenditures.

Therefore, Chapter 5 includes programs and policies for which evi-
dence on behavioral responses, take-up, and other complicating issues is
de nitive enough to support a reasonably precise set of estimates of child
poverty reduction. In Chapter 6, the committee anticipated that programs
and policies interact and so they estimated synergies and redundancies
across programs and policies in its examination of packages. Chapter 7
discusses programs for which the evidence base was suf cient to suggest
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considerable promise but not strong enough to support precise estimates of
national impacts on child poverty.

Poverty reduction may bene t children in some families more than oth-
ers. Parents coping with the stresses of unstable work schedules, personal or
family illnesses and disabilities, uninvolved partners, neighborhood crime,
low-quality schools, or discriminatory workplaces may nd it dif cult to
engage in responsive parenting or longer-run planning on behalf of their
children (McLoyd, 1998; Mullainathan and Shar, 2013). These prob-
lems, in turn, may dilute some of the possible bene ts of policy-induced
increases in material resources. Because these contextual considerations are
so important, and most are not part of the simulation model, the committee
devotes an entire chapter (Chapter 8) to them and their implications for the
committee’s conclusions.

Finally, the expertise of committee members spans a wide range of
disciplines and includes policy work in state and federal governments
as well as in the nonprot sector. All members share a commitment to
the standards of evidence embraced by the National Academies but at
the same time brought diverse political orientations to issues surrounding
anti-poverty policies. For the programs featured in Chapters 5 and 6, it is
important to understand that committee consensus on their inclusion was
basedsolely on the strength of the evidence base supporting them and not
on individual committee members’ endorsements of the policies themselves.

ORGANIZATION OF THE REPORT

The report proper begins in Chapter 2 with a demographic portrait of
child poverty in the United States. In this chapter we explain how poverty
is measured and why the relatively new SPM, which our statement of task
directs us to use, provides a somewhat different view of childpoverty
than the much older of cial measure. Child poverty rates are lower with
the SPM than with the cash-based Of cial Poverty Measure (OPM).
Over the past half-century, SPM-based child poverty has declined more
rapidly than OPM-based poverty. In Chapter 2, we also compare child
poverty in the United States and in peer anglophone countries. By and
large, the United States has considerably higher rates of child poverty than
these other countries, although the concentration of poor children among
single-parent and nonworking families is broadly similar.

In Chapter 3, we respond to the rst element of the statement of task
by reviewing the literature on the consequences of child poverty, includ-
ing macroeconomic, microeconomic, health, and social costs. The chapter
explains how the technical sophistication of these literatures has increased
markedly over time, as studies of the consequences of child poverty have
progressed from an emphasis on correlational methods to the use of natural
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experiments that track how measures of child well-being change in response
to large changes in policies such as the EITC and SNAP.

Chapter 4 responds to the second element of the statement of task by
providing an assessment of current local, state, federal, and international
efforts to reduce child poverty. As directed by the statement of task, the
committee provides a separate look at poverty lines drawn to distinguish
deeppoverty (de ned as below 50% of the SPM poverty line), conventional
poverty (as de ned by the SPM), and neapoverty (the upper limit of which
is de ned as 150% of SPM poverty). At the federal level, a noteworthy dis-
tinction can be made between program impacts on the poverty of children
whose families are near the poverty threshold and impacts on children in
families well below the threshold. Tax-based programs such as the EITC
move millions of children above the SPM-based poverty line but have much
smaller impacts on the economic status of children in families with little
taxable income. On the other hand, income-tested programs such as SNAP
proved most effective at increasing the economic resources of the families
of children in deep poverty.

Peer English-speaking countries provide some interesting examples of
efforts to reduce child poverty, most notably the United Kingdom, where
the government pledged in 1999 to halve child poverty within a decade
and to eradicate it completely within two decades (Waldfogel, 2010). More
recently, Canada enacted a very substantial child benet for low-income
families that is estimated to have reduced poverty among Canadian children
by 5 to 6 percent within a year of its 2016 enactment (Sherman, 2018).
These efforts are also reviewed in Chapter 4.

A crucial element in the committee’s charge is to compose a list of
promising anti-poverty policies and programs. As discussed above, we did
so by drawing on the evaluation research literature as well as on ideas
from individuals and groups representing a broad range of political ori-
entations and experiences working in local and county governments, at
the local social services and school systems level, and in state and federal
government. Chapter 5 details the policy and program proposals that were
amenable to a quantitative policy simulation to estimate net impacts. The
summary section of Chapter 5 covers several issues that cut across the set
of program and policy proposals the committee developed. Several are
based on how the various proposals rank based on the selection criteria, for
example, ranking proposals based on cost, degree of poverty reduction both
overall and in key demographic subgroups, and impacts on employment.

In Chapter 6, the committee presents program packages that are pro-
jected to meet the 50percent poverty-reduction goal set by its authorizing
legislation. Chapter 7 describes additional programs and policies that were
judged to be promising but for one reason or another were not amenable
to precise estimates of impact on child poverty.
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The focus of Chapter 8 is on contextual factors that affect child
poverty—from program administration to discriminatory behaviors and
criminal justice policies and practices. These factors are not typically incer
porated in the simulation models, but they can have a profound effect on
the success of programs, providing useful infrastructure in some cases and
interfering with policy, thereby creating “leaky buckets,” in others.

The nal chapter (Chapter 9) summarizes the committee’s recommen-
dations and outlines a research agenda. Chapter 9 also discusses the impor
tance of implementing high-quality monitoring and evaluation to measure
progress and identify further steps.

Appendix A includes biosketches of committee members and project
staff and Appendix B provides the agenda for the two public informa-
tion-gathering sessions. Appendix C lists the individuals and organiza-
tions that submitted memos to the committee. Appendix D comprises the
appendixes for Chapters 2, 3, 4, and 5. Appendix E includes the TRIM3
summary tables, and Appendix F contains the Urban Institute TRIM3
technical speci cations.

Finally, a note on the overall organization of this report: As with
all consensus reports produced by the National Academies, we provide
evidence supporting all of our conclusions and recommendations. But in
contrast to many of those reports, here the bulk of this evidence is presented
in online appendixes associated with most of the chapters. Separating the
detailed evidence in this way enabled us to write a shorter and, we hope,
more accessible presentation of our analyses and conclusions. The online
appendixes (D through F) are available on the National Academies Press
webpage at http://www.nap.edu/25246 under the Resources tab.
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A Demographic Portrait of Child
Poverty in the United States

child poverty in the United States by half within a decade, and to set the

stage for the program and policy proposals we make later in this report,
in this chapter we provide an overview of child poverty in the United States.
We begin with a brief explanation of how poverty is de ned. Next we offer
an overview showing which demographic subgroups of U.S. children suffer
the highest poverty rates today and how child poverty rates have changed
over time. The chapter's nal section compares the extent of child poverty
in the United States and in peer English-speaking countries. The impacts of
poverty on child development are discussed in Chapter 3, while contextual
factors that reinforce poverty among low-income families are discussed in
Chapter 8.

I n light of the committee’s charge to identify programs that would reduce

MEASURING U.S. CHILD POVERTY

“Poverty” typically refers to a lack of economic resources, but measw
ing it requires careful consideration of the types of economic resources to
be counted as well as agreement on a minimum threshold below which a
family’s economic resources may be considered insuf cient. In the 1960s,
the U.S. federal government developed a method for identifying a threshold
amount of household cash income below which a given household, and all
related individuals living in that household, would be designated as “poor.”
(See Appendix D, 2-1 for a brief history of poverty measurement in the
United States.) This Of cial Poverty Measure (OPM) of income poverty is
still being used to determine social program eligibility as well as to track
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BOX 2-1
How Much Child Poverty Is There?

'LVDJUHHRNEGWRS R Y HUKRXEHG H A QIH@BE R ZV KGHHA Q L W L
should be applied using data from the federal statistical system have generated a
ZLGUWHD QBRI RY HWWWV L P DKMHMN F BRY HOMD VX B 80 SXEOLVK
E\WKBH6 &HQ V%X UHIBDWXWLPWKWHBHUFRBOWFKLOGHHERRU
in 2015. The Supplemental Poverty Measure (SPM), also published by the Cen-
VX%XUHBXWLPRMHVDPHHDWKDVWHUFRBWLO GUHHER R U
2XWHSRVMWVKEB80 FRUUHRMOGHUUHBRBWNQQRBIVQFRPH
in the Annual Social and Economic Supplement to the Current Population Survey,
resulting in an estimated 13 percent child poverty rate in 2015. The rationale for
using the SPM corrected for underreporting rather than using the OPM is detailed
LOSSHQGL[3LPSRUWNES OWDNHFRROGMD [HQY NEBGHAW,
and nondiscretionary expenses (e.g., child support payments) and so is suited for
W KNH. QSIS R ODR\D OWKDHNY H URKD U WHRBD GHU WOQWKHR UUH F V)
630DFFRXPRWHRPSOHRUWEL OLHWR XUFHYV

%DVR® ® OWHUDISVWIRHERY HRIMDV XUHRMODBB QV XP S
tion rather than income to determine poverty status, a 2018 Council of Economic
Advisers (CEA) report declared that “our War on Poverty is largely over and a
success” (Council of Economic Advisors, 2018, p. 29). This alternative measure
(based on Consumer Expenditure Survey data) produced just a 5 percent poverty
UDWHKLOGQHQGURS SNRSHUFH@W OH\HDUQE&XOOLYDQ
Table 3). While many economists believe that consumption is theoretically a better
measure than income in determining how families are actually faring, the commit-
tee considered the SPM to be superior to currently available consumption-based
SRYHPMDVXUHMISSHQGL[ 3LPSRUWDW/IOA FXRD WDANFKIH
effects of more generous assistance programs (e.g., a more generous child tax
credit) on consumption, whereas it is straightforward to do so for income; also, it is
G LIARMRY\W O XVCKWHHD V XU MEHW KH $JL Y KQ Z VBR Y HW WU HV K R
were derived and updated, which resulted in contemporary thresholds and poverty
rates that seem unrealistically low.

There are sources of error in both federal income and expenditure sta-
WLVWVEM @®OYPRUHARUWKDWHHGWRPSURRHNIQFRPH ED
and consumption-based poverty measures. The committee concludes that the
corrected SPM is the preferred measure for its purposes but also recommends
investment in better data and measures (see Chapter 9).

RQV

HG

HG

oGV

HG

long-term trends in poverty rates. Also available are poverty measures based
on consumption instead of income. Nevertheless, the statement of task for
our committee directed us to use the Supplemental Poverty Measure (SPM)
of income poverty, which we adjusted for underreporting of some types of

income in the survey data. Box 2-1 illustrates differences in estimated child
poverty among these measures. For the reasons detailed in Appendix D,
2-2 (on income poverty) and Appendix D, 2-3 (on consumption poverty),
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we consider the adjusted SPM to be currently the best available approach
to poverty measurement!

Measuring Poverty with the Supplemental Poverty Measure

For this report, the committee was directed to use the SPM, which bases
poverty thresholds on the expenditures U.S. families must make for food,
clothing, shelter, and utilities (FCSU) plus a small additional amount for
other needs (such as personal care, transportation, and household supplies).
Expenditures are measured using the average of 5 years of data from the
Consumer Expenditure Survey, with the poverty threshold set at the level
of FCSU expenditures for family units with two children, which separates
the bottom one-third of such families, ranked by FCSU expenditures, from
the top two-thirds. For 2016, thresholds ranged between about $22,000
and $26,000 for two-adult, two-child families, depending on whether the
family owned or rented its housing (Fox, 2017). The SPM thresholds are
also adjusted for family size, using an equivalence scale, and for local cost-
of-living differences in housing?

The household resources considered are the sum of money income from
all sources, including earnings and government cash bene ts such as Social
Security and Unemployment Compensation. A key difference between the
OPM and SPM is that SPM-based household resources also include “near-
cash” income bene ts such as the Supplemental Nutrition Assistance Pro-
gram (SNAP, formerly called food stamps) and housing subsidies, as well as
bene ts from many smaller programs. Deducted from household resources
are child care and other work expenses, child support payments made, and
out-of-pocket medical expenses (including insurance premiums).

Taxes paid, most notably payroll taxes, are also deducted from house-
hold resources, while refundable tax credits from programs like the Earned
Income Tax Credit, Child Tax Credit, and the Additional Child Tax Credit
are added to resources. As we show below, because government spending
on tax credits and programs that provide “near-cash” (as opposed to cash)
bene ts have grown markedly over the past 50 years, conclusions about
trends in child poverty largely depend on whether poverty is measured using
the OPM or the SPM. Key differences between the of cial measure and the
SPM are summarized in Table 2-1 and in Appendix D, 2-6.

1The large literature of poverty measurement, in the United States and abroad, addresses
types of poverty measures and measurement issues that are not central to our charge—for
example, the merits of deprivation indexes compared with income- or consumption-based
indexes. We brie y note these other measures and measurement issues in Appendix D, 2-2.

2 Appendix D, 2-4 provides a detailed explanation of how equivalence scales are used to
adjust threshold levels. Appendix D, 2-5 discusses how cost-of-living adjustments (COLASs)
are used in the SPM, including how geographic COLAs compensate for differences in the
price of rental housing.
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TABLE 2-1 Key Differences in Poverty Measure Concepts Between the
Of cial Poverty Measure (OPM) and the Supplemental Poverty Measure

(SPM)
Concept Of cial Poverty Measure Supplemental Poverty Measure
Measurement Families (individuals Resource units (of cial family de nition plus any
Units related by birth, co-resident unrelated children, foster children,
marriage, or unmarried partners and their relatives) or
or adoption) or unrelated individuals (who are not otherwise
unrelated included in the family de nition)
individuals
Poverty Three times the cost of a Based on expenditures for food, clothing, shelter,
Threshold minimum food diet in and utilities (FCSU), and a little more
1963
Threshold Vary by family size, Vary by family size and composition, as well as
Adjustments composition, and age of geographic adjustments for differences in housing
householder costs by tenure
Updating Consumer Price Index: 5-year moving average of expenditures on FCSU
Thresholds  all items
Resource Gross before-tax cash ~ Sum of cash income, plus noncash bene ts that
Measure income resource units can use to meet their FCSU needs,

minus taxes (or plus tax credits), minus work
expenses, out-of-pocket medical expenses, and
child support paid to another household

SOURCE: Fox (2017).

The Census Bureau has published SPM-based poverty statistics every
fall since 2011. Its most recent report (Fox, 2018) indicates that, in 2017,
15.6 percent of children lived in families with incomes below the SPM-
based poverty line. That rate is lower than the 18.0 percent rate based on
the OPM (Semega, Fontenat, and Kollar, 2017), owing primarily to the
SPM’s more comprehensive measure of household resources. For certain
demographic groups other than children, poverty rates are higher when
measured by the SPM as compared with the OPM. An example is the
elderly, whose higher out-of-pocket medical payments are deducted from
household resources in the SPM but not in the OPM. In addition, the 15.6
percent overall child poverty rate conceals considerable demographic and
geographic variation, which we explore in subsequent sections of this chap-
ter and Appendix D, 2-8 and 2-9.

The committee’s statement of task directs it to identify programs and
policies that reduce both SPM-based poverty and deep poverty by half in
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10 years. To address deep poverty, the committee adopted a common de -
nition, namely having resources below 50 percent of those used to de ne
poverty based on the SPM. We also provide data on “near poor” children
by including those with household resources below 150 percent of poverty.
These three sets of thresholds are used consistently throughout this report.

Indirect Treatment of Health Care Needs and Bene ts in the SPM

One important family need that is dif cult to incorporate into poverty
measurement is health care—both households’ medical costs and the extent
to which health insurance programs for low-income families help house-
holds afford them and shield families from falling into poverty as a result
of health shocks. The importance of health care and health insurance has
historically been recognized by making health insurance through Medicaid
part of the package of bene ts offered to low-income families such as those
who quali ed for Aid to Families with Dependent Children (the program
that preceded Temporary Assistance for Needy Families [TANF]).

The OPM takes no account of health care needs or insurance bene ts.
It was developed before the life-extending advances of the past 50 years
in medical treatments, such as treatment for childhood cancer, and before
the expansion of health insurance to cover such treatments. However, for
reasons detailed in National Research Council (1995; see also Remler,
Korenman, and Hyson, 2017, and the discussion in Chapter 7), the SPM
takes only a partial step forward. SPM thresholds do not include any esti-
mated expenditure amounts for medical care, but the SPM de nition of
resources subtracts families’ medical out-of-pocket expenditures for any
insurance premiums, copayments, deductibles, or bills for uncovered care.
This deduction of medical out-of-pocket expenses puts some people below
the SPM poverty line whom the OPM would not count as poor.* Con-
versely, reductions in out-of-pocket medical care costs—through Medicaid
expansion, for example—will reduce measured SPM poverty rates, all else
equal (see, e.g., Summers and Oellerich, 2013).

These adjustments in the SPM, despite being a step forward, still
do not account for the full contribution of government health insur-
ance programs to reducing poverty, particularly Medicaid and the Chil-
dren’s Health Insurance Program (CHIP), to the well-being of low-income

3 The reason for subtracting medical out-of-pocket costs is that, unless low-income families
receive free care from providers or qualify for insurance (e.g., Medicaid) that does not require
the family to contribute toward their care, then obtaining health care will require out-of-
pocket expenditures.

4 For example, see U.S. Census Bureau, Table A-6: Effect of Individual Elements on SPM
Poverty Rates: 2016 and 2015, September 21, 2017. Available: https://www.census.gov/
library/publications/2017/demo/p60-261.html.
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children and their parents. As we discuss in more detail in Chapter 7, one
problem with the SPM approach is that families that defer medical care
because they cannot afford it will appear to be better off than they really
are. On the other hand, families who are covered by Medicaid but have
little or no out-of-pocket expenses in a particular year will be appear to
be worse off than they really are, because having insurance in case of
future illness is much better than having no insurance at all. Neverthe-
less, both types of families are treated the same in this instance by the
SPM. As we discuss in Chapter 7, a conceptually complete approach to
the problem, one suggested in a paper by Korenman, Remler, and Hyson
(2017) commissioned by the committee is to include the value of a basic
health insurance plan in the poverty threshold and to include in resources
the amount of government subsidy received by a family for insurance
coverage. Korenman, Remler, and Hyson report some new estimates of
the impact of Medicaid on poverty using this approach (see Chapter 75.

Adjusting the Supplemental Poverty Measure
Using the TRIM3 Model

Both the SPM and the OPM poverty rates are based on annual data
from government surveys. To obtain these data, large national samples of
households are chosen at random to participate in the Annual Social and
Economic Supplement (ASEC) to the Current Population Survey (CPS),
which is conducted by the U.S. Bureau of Labor Statistics. Consequently,
both poverty rates are subject to bias when households misreport their
incomes. The total amount of income that households report receiving from
social programs in a given year can be checked against estimates of the
total bene ts that were paid out based on government administrative data.
These comparisons often reveal large discrepancies, which have grown over
time (Meyer, Mok, and Sullivan, 2009; Mof tt and Scholz, 2009; Whea-
ton, 2008). For example, household reports of food stamp income in the
1986 CPS accounted for 71 percent of administrative bene t totals, but in
the 2006 CPS they accounted for only 54 percent of administrative bene t
totals (Meyer, Mok, and Sullivan, 2009).

5 We discuss the bene ts of Medicaid and CHIP in improving child health in Chapter 3.
An alternative approach to valuing health care for poor families is to create a medical care
nancial risk index; this is discussed in Institute of Medicine and National Research Council
(2012). This is a useful perspective and adds extra information to how risk varies by income
in the population, but it not easily incorporated into a poverty index (Korenman, Remler,
and Hyson, 2018).
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To address this underreporting, the committee relied on the Transfer
Income Model, Version 3 (TRIM3).® TRIM3 is a microsimulation model
that adjusts bene ts from tax and transfer programs across households so
that aggregated bene ts reported by or assigned to households match the
totals shown by administrative records! Imputing or modeling government
transfers in this manner increases the estimated incomes of many low-
income households, and in some cases it raises them above a poverty thresh-
old. As a result, the SPM-based child poverty rates presented in this chapter
and used in the policy simulations in Chapters 4, 5, and 6 are almost always
lower than SPM rates reported in Census Bureau publications.

The committee used the most recent version of the TRIM3 model that
was available when the bulk of its simulation work was conducted. It is
based on incomes in calendar year 2015 as reported in the 2016 ASEC.
Importantly, that version of TRIM3 is based on program rules and federal
and state tax codes that prevailed in 2015 Given the potential importance
of changes in federal income tax rules taking effect in 2018, the commit-
tee includes some data in later chapters showing that its key conclusions
regarding child poverty reductions associated with program and policy
proposals were largely unaffected by the recent changes in the tax code.

Figure 2-1 compares child poverty rates using the OPM and SPM, as
well as using our modi cation of the SPM—Ilabeled “TRIM3-SPM” in the
remainder of this report—which is adjusted for underreported income.
Some of the differences are stark. Based on the conventional de nition of
OPM poverty (household income below 100% of the applicable poverty
line, with no adjustment for underreporting of income), nearly one- fth
(19.7%) of U.S. children—14.5 million children in all—were poor in 2015. °
The addition of tax credits, in-kind income, and other adjustments in the

6 TRIM3 is developed and managed by the Urban Institute with primary funding from the
U.S. Department of Health and Human Services, Of ce of the Assistant Secretary for Plan-
ning and Evaluation. See http://trim3.urban.org/T3Welcome.php for more details about the
TRIM3 model.

7TRIM3 corrects underreporting of TANF, SSI, and SNAP only. In the 2001 CPS, just 52%
of self-employment income was reported, 59% of dividends, 70% of retirement and disability
bene ts (excluding Social Security and Workers’ Compensation), and 73% of interest income.
Unemployment Compensation is also underreported and not corrected by TRIM3. Discussions
of these and other estimates are provided in Winship (2016, Appendix 3). In contrast, earnings
are actually overreported at the bottom of the CPS earnings distribution when compared to
administrative data (Bollinger et al., 2018; Hokayem, Bollinger, and Ziliak, 2015).

8 TRIM3 baselines for a particular year always involve applying that year’s rules to that
year’s data. The results are aligned and validated using the actual bene t and tax data for
that year.

9 The 19.7% gure for 2015 SPM-based poverty is considerably higher than the 18.0%
gure reported above in Fox (2017), because the latter is based on 2016 incomes. Economic
growth between 2015 and 2016 increased family income and decreased poverty rates among
low-income families.
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FIGURE 2-1 Rates of poverty, deep poverty, and near poverty for children using
three alternative poverty measures, 2015.

NOTE: SPM = Supplemental Poverty Measure.

SOURCE: Commissioned by the committee, estimates are from TRIM3, which
include adjustment for underreporting.

SPM drove the poverty rate down to 16.3 percent. Census Bureau publi-
cations use the “SPM, no adjustment for underreporting” poverty measure
in their reports. But adjustments for underreporting reduced the SPM child
poverty rate to 13.0 percent. Such large impacts from adjusting poverty
rate estimates for underreporting of income—a 3.3 percentage-point reduc
tion in the case of child poverty in 2015—Iled the committee to one of its
research recommendations, presented in Chapter 9.

Although it produces a poverty count that is one-third lower than the
of cial OPM-based count reported by the Census Bureau, our adjusted
SPM-based poverty rate of 13.0 percent still represents 9.6 million U.S.
children living in households with economic resources judged by the SPM
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to be inadequate. The congressional charge to the committee is to identify
programs that—either alone or in combination—would lift nearly 5 million
of these 9.6 million children out of poverty within 10 years.

A look at rates of deep poverty, de ned by the percentage of chil-
dren whose families’ resource levels are less than half the poverty line,
shows even more measurement sensitivity to the inclusion of taxes, in-kind
income, and adjustments for underreporting. According to the OPM, which
makes none of those adjustments, some 8.9 percent of children lived in deep
poverty in 2015. When all three adjustments are made, the deep-poverty
rate drops by more than two-thirds, to 2.9 percent. This 2.9 percent rate
translates into 2.1 million children living in households with grossly inade-
guate resources. The congressional charge to the committee regarding deep
poverty is identifying programs and policies that reduce this 2.1 million
gure by more than 1 million children.

By contrast, when poverty is de ned to include the “near poor'—those
with incomes up to 150 percent of the poverty line—the 31.4 percent rate
based on the OPM actually increases: It rises to 38.1 percent with no adjust
ments for underreporting and to 35.6 percent with adjustments. Substantial
numbers of near-poor families pay more in taxes than they receive in tax
credits, and they also incur additional work-related expenses. These factors
combine to reduce net incomes and push some near-poor families below
150 percent of the SPM poverty line (Short and Smeeding, 2012).

CONCLUSION 2-1: The Supplemental Poverty Measure (SPM) has
advantages over the Of cial Poverty Measure (OPM), the most import-
ant of which is that it includes government bene ts, such as near-cash
bene ts and tax transfers, which are not included in the OPM. Current
estimates of child poverty based on the SPM are substantially lower
than those based on the OPM, and lower still when the SPM poverty
estimate is adjusted for the underreporting of income in Census Bureau
surveys. SPM-based estimates of poverty, combined with underreport-
ing adjustments, indicate that 13.0 percent of U.S. children—more
than 9.6 million children in all—were poor in 2015. In the case of
deep poverty (de ned by 50% of the SPM poverty thresholds), the
corresponding rate is 2.9 percent, representing 2.1 million children.

A DEMOGRAPHIC PORTRAIT OF
U.S. CHILD POVERTY IN 2015

Policy makers and researchers share a broad interest in understand-
ing the distribution of poverty as well as the impacts of poverty-reducing
programs across demographic groups. In this section, we therefore discuss
how child poverty varies according to six demographic factors: race and
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ethnicity, maternal schooling, family structure, adult work, immigration
status, and parent’s age. Throughout this section, except where de ned
otherwise, the poverty rates we cite are based on the TRIM3-SPM measure
described in the previous sections.

Note that a complete set of poverty-rate estimates for selected demo-
graphic groups and de nitions, provided in Appendix D, Table D2-5 and
Appendix E, includes demographic breakdowns not discussed in this chap-
ter. Also note that American Indian and Alaska Native status is not included
because the ASEC data did not provide a suf cient sample size to support
reliable estimates for this group; a discussion of American Indian and
Alaska Native child poverty using other sources of data is provided in
Appendix D, 2-7 and in a research recommendation in Chapter 9.

Race and Ethnicity

The U.S. population is becoming more racially and ethnically diverse,
and the diversity of the child population is increasing even more rapidly
than that of the population as a whole. As detailed in Appendix D, 2-8,
the proportion of racial/ethnic minority children in the total U.S. child
population increased from less than one-third in 1990 to nearly one-half
in 2017 (U.S. Census Bureau, 2018). The Hispanic child population has
shown especially dramatic growth, increasing from 9 percent in 1980 to
25 percent in 2017 (U.S. Census Bureau, 2018). According to the Census
Bureau, as of 2013 racial/ethnic minority groups combined comprised more
than 50 percent of the population of children under age 1 (Pew Research
Center, 2016). By 2020, the entire child population is projected to include
more Hispanics, Blacks, Asians, and other minorities than non-Hispanic
Whites (U.S. Census Bureau, 2018).

Concerns over varying rates of child poverty across racial/ethnic groups
are long-standing (Eggebeen and Lichter, 1991; Hill, 2018; Lichter, Qian,
and Crowley, 2008). These differences are readily apparent in our TRIM3-
SPM-based estimates, as shown in Figure 2-2. Hispanic children experience
the highest rates of poverty and deep poverty. The poverty rates for Black
(17.8%) and Hispanic (21.7%) children were more than double those of
non-Hispanic White (7.9%) children. 10 Similar relative disparities are found
for rates of deep poverty. If the line is drawn at 150 percent of SPM to
include near poverty, more than one-half of all Black (50.6%) and Hispanic
(54.6%) children, but less than one in four (22.9%) non-Hispanic White
children, are counted as poor or near poor.

10 The TRIM3-SPM poverty rate for children in the Other Races (non-Hispanic) category,
which includes American Indian and Alaska Native, Asian and Paci ¢ Islander, and multiracial
children, is 11.1%.
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FIGURE 2-2 TRIM3-SPM rates of poverty, deep poverty, and near poverty for
children by race and ethnicity, 2015.

NOTES: Based on TRIM3-SPM measurement. Fraction of all children in each
group: Black, non-Hispanic—13.9%; Hispanic—24.7%; White, non-Hispanic—51.4%;
Other-10.0%. SPM = Supplemental Poverty Measure.

SOURCE: Commissioned by the committee, estimates are from TRIM3, which
include adjustment for underreporting.

Another way of describing poverty across racial/ethnic groups is by
asking what share of a given poverty group comprises children from spe-
ci ¢ racial/ethnic categories. Such a breakdown of data is shown in Figure
2-3.11 Again using our TRIM3-SPM-based estimates, non-Hispanic White
children comprise a little more than one-half of all children but only about
one-third of children in poverty or in deep poverty. The largest share of
poor children are Hispanic. Similar shares of children in deep poverty are
Hispanic and non-Hispanic White.

11 Figure 2-3 also shows poverty shares for children living in persistently poor counties.
These data are discussed below.
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FIGURE 2-3 TRIM3-SPM estimates of the share of children by racial/ethnic category
comprising poor children, deeply poor children, and children living in persistently
poor counties, 2015.

NOTES: Children in other racial/ethnic groups are not shown. SPM = Supplemental
Poverty Measure.

SOURCE: Commissioned by the committee, estimates are from TRIM3, which
include adjustment for underreporting.

CONCLUSION 2-2: Poverty rates for children vary greatly by the
child’s race and ethnicity. Based on our Transfer Income Model, Ver
sion 3 Supplemental Poverty Measure poverty estimates, Black and
Hispanic children have substantially higher rates of poverty and deep
poverty than non-Hispanic White children. Hispanic children constitute
the largest share of poor children and nearly as large a share of deeply
poor children as non-Hispanic Whites.
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Education of Parents

Adults’ educational attainment is a strong correlate of their poverty
status (National Academies of Sciences, Engineering, and Medicine, 2017,
Wood, 2003). Completing more schooling is associated with higher rates
of employment, higher earnings, better health, and a greater chance of
having a spouse or partner, all of which are in turn associated with higher
household income (Child Trends Data Bank, 2016). Figure 2-4 shows that
child poverty rates are inversely related to the education level of the parents.
Based on the TRIM3 model, one-third of children whose parents dropped
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FIGURE 2-4 TRIM3-SPM rates of poverty, deep poverty, and near poverty for
children by education level of parents, 2015.

NOTES: Fraction of all children in each group: Less than high school-12.4%; HS
grad or GED-24.4%; Some college—29.0%; BA+-33.9%; Other-0.2%. SPM =
Supplanental Poverty Measure; BA = Bachelor's degree; GED = General Educational
Diploma.

SOURCE: Commissioned by the committee, estimates are from TRIM3, which
include adjustment for underreporting.
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out of high school are living below the 100 percent SPM poverty line and
more than two-thirds (70.7%) of these children are within 150 percent of
the SPM poverty line.

Family Composition

Family structure has grown increasingly diverse over recent decades
(Furstenberg, 2014); for example, more than 40 percent of children today
are born to unmarried parents (Martin et al., 2018) and more than one-half
of children will spend some of their childhood not living with both of their
biological parents (McLanahan and Jencks, 2015). Although most unmafr
ried biological parents are living together when their child is born, nearly
half of these couples will separate before that child’s 5th birthday (Kennedy
and Bumpass, 2008). Children born to unmarried parents may experience
several different family structures over the course of their childhoods, such
as living with a step-parent, with a grandparent, or in single-parent house-
holds (Manning, Brown, and Stykes, 2014). The proportion of children in
single female-headed households is substantially higher for Black children
(57%) than for either White (18%) or Hispanic (32%) children (National
Center for Education Statistics, 2018).

For children living with both biological parents, our TRIM3 estimates
nd that poverty rates are less than one-half those of children with other
family structures (see Figure 2-5). But even given the economic advan-
tages of having two potential earners in the household, more than one in
four (27.5%) children living with their two biological parents have family
incomes below the 150 percent (near-poor) poverty line. Children living
with a single parent or with neither biological parent (including foster chil-
dren) have the highest rates of poverty and deep poverty.

Workers in the Household

Nearly four- fths of all children live in families with at least one full-
time working adult and, as shown in Figure 2-6, the TRIM3 SPM poverty
rates for these children (6.5%) are correspondingly low. The poverty rates
among children living with a part-time, as opposed to full-time, worker are
correspondingly higher. By far the highest child poverty rates are observed
for the relatively small fraction (6.3%) of children living in households with
no workers: nearly one-quarter (22.3%) of these children are in deep pov-
erty, three- fths (61.5%) are below the poverty line, and the vast majority
(90.8%) are below the 150 percent near-poverty line.
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FIGURE 2-5 TRIM3-SPM rates of poverty, deep poverty, and near poverty for
children, by family composition, 2015.

NOTES: Fraction of all children in each group: No biological parent—4.6%; Single

parent—23.6%; Two biological parents—71.8%; Other—0.1%. SPM = Supplemental

Poverty Measure.

SOURCE: Commissioned by the committee, estimates are from TRIM3, which
include adjustment for underreporting.
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FIGURE 2-6 TRIM3-SPM rates of poverty, deep poverty, and near poverty for
children, by number of working adults in household, 2015.

NOTES: Fraction of all children in each group: No workers—6.3%; 1+ part-time
or part-year worker—14.1%; 1+ full-year, full-time worker—79.6%. SPM = Supple-
mental Poverty Measure.

SOURCE: Commissioned by the committee, estimates are from TRIM3, which
include adjustment for underreporting.
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Immigration Status

Children in immigrant families, de ned as those with at least one for
eign-born parent, represent about one-quarter of all children (Woods and
Hanson, 2016).12 The TRIM3 SPM poverty rate of children in immigrant
families (20.9%) is twice as high as that of children in nonimmigrant fam-
ilies (9.9%) (Appendix D, Table D2-6). The majority of children in immi-
grant families are U.S. citizens: Some 88 percent of all children in all types
of immigrant households are citizens, and 79 percent of children living in
households with members who are unauthorized immigrants are citizens.
The immigrant status of their families is associated with a higher risk of
poverty (Capps, Fix, and Zong, 2016; Migration Policy Institute, 2017,
Woods and Hanson, 2016).

The relationship between poverty, citizenship, and immigration status
is shown in Figure 2-7 and Appendix D, Table D2-6, again based on the
TRIM3-SPM model. Children living in households in which all members
are citizens have a poverty rate of 10.2 percent, nearly 3 percentage points
below the 13.0 percent overall child poverty rate. By contrast, living in
households with noncitizens—particularly unauthorized immigrants—is
associated with higher poverty rates, even for children who are themselves
U.S. citizens.

Child Citizenship

When the household includes recent or unauthorized immigrants, the
poverty rate among noncitizen children is even higher: 31.8 percent and
33.3 percent, respectively. Citizenship for the child appears to buy very
little in the way of poverty reduction if other household members are unau-
thorized: 31.5 percent of citizen children whose households have at least
one unauthorized resident are poor, as are 24.7 percent of citizen children
whose households have at least one recent immigrant. However, child cit-
izenship is associated with a much lower rate of deep poverty: 6.4 percent
versus 15.2 percent, respectively, for citizen versus noncitizen children, in
both cases living with unauthorized household members.

121n the TRIM3 analyses, a child is considered tohave an immigrant parent if he or she
has at least one biological, adoptive, or stepparent that was born in another country. A recent
immigrant is de ned as a person entering as a legal permanent resident within the last 5 years.
Children are classi ed by their own status. For example, in the case of an SPM unit containing
unauthorized immigrant parents, an unauthorized immigrant child, and a native-born citizen
child, the unauthorized immigrant child would be categorized as “Child is a noncitizen, unit
contains unauthorized immigrant” and the native-born child would be classi ed as “Child is
a citizen, unit contains unauthorized immigrant.”
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FIGURE 2-7 TRIM3-SPM rates of poverty, deep poverty, and near poverty for
children, by citizenship status of child and adults in household, 2015.

NOTE: Fraction of all children in each group: Child is not a citizen, some in
household are unauthorized-1.1%; Child is a citizen, some in household are
unauthorized—6.9%; All household members are citizens—81.5%; Other—10.0%.
SOURCE: Commissioned by the committee, estimates are from TRIM3, which
include adjustment for underreporting.

Age of Parent

Our nal demographic dimension is the age of the parent, de ned as
the age of the biological parent, adoptive parent, or stepparent if pres-
ent.!3 Children born to younger mothers are more likely to live in poverty
(Mather, 2010). On average, maternal age at rst birth has been increasing
(Mathews and Hamilton, 2016), and over the last three decades births to teen

13 Age of parent is determined rst by asking the mother, if present. If the mother is not
present, then the biological, adoptive, or stepfather (if present) is asked.
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mothers have declined very signi cantly—by more than 64 percent (Martin,
Hamilton, and Osterman, 2017). Despite these trends, in 2015 more than
one-quarter of children were born to mothers under age 25, and racial/ethnic
minority children were more likely than their White counterparts to be born
to young mothers (Martin, Hamilton, and Osterman, 2017).

The poverty risk for living with a younger parent (which we de ne here
as under age 25) is readily apparent in Figure 2-8; nearly one-quarter (23.8%)
of children living with a young parent fall below the 100-percent-of-SPM
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FIGURE 2-8 TRIM3-SPM rates of poverty, deep poverty, and near poverty for
children, by age of parent, 2015.

NOTE: Fraction of all children in each group: Age 35+—64.4%; Age 25-34—
30.8%; Age <25—4.5%; Other—0.2%.

SOURCE: Commissioned by the committee, estimates are from TRIM3, which
include adjustment for underreporting.
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poverty line.** Nearly three- fths of children with a young parent live in
families with incomes less than 150 percent of the poverty line.

CONCLUSION 2-3: Poverty rates for children vary greatly depending
on other characteristics of parents and households. Higher poverty
rates are associated with low levels of parental schooling and with liv-
ing with a single parent, no parent, or a young parent. Poverty is more
prevalent when both children and other family members are not citi-
zens, although these poverty rates improve only a little when children
are U.S. citizens but living in households with family members who
are unauthorized. Children in families with no workers have by far the
highest rates of poverty and near poverty, but even full-time work is
insuf cient to lift one-quarter of children living with full-time workers
above the 150 percent Supplemental Poverty Measure poverty line.

Geographic Distribution of Poverty

Child poverty rates also vary across communities. As documented
in Chapter 8, the experience of child poverty in a community with good
schools, resources for families, and pathways for economic mobility may
be different than the experience in a community that has suffered from
persistent poverty for decades.

To examine the geographic distribution of both point-in-time and per-
sistent poverty, we use county data based on the OPM, because SPM
county-level estimates are not available (see Appendix D, 2-9f For the
point-in-time analyses, we classi ed counties as poor if 20 percent or more
of children under age 18 lived in families with incomes below poverty
thresholds in 2015. As shown in Figure 2-9 and Appendix D, 2-9, nearly all
counties in the South and Southwest and many counties in the West and the
Appalachian region had child poverty rates of 20 percent or higher in 2015.
Relative to the total number of children of a given race and ethnicity, the

14 Note this is not the age at birth but the age of the parent at the time of the survey. As
shown in the notes to Figure 2.8, only 4.5% of all parents of children less than 18 are to
parents of age less than 25.

15 The committee assessed the lowest geographic disaggregation level that can be achieved
with the SPM and found that there are no county or other substate (besides metropolitan
area) SPM estimates. This is primarily because the CPS ASEC is the primary dataset used for
SPM, and its sample size does not allow estimates for such small geographic areas. Because
of its larger sample size, the ACS is the most likely alternate dataset, but it is missing criti-
cal variables used in calculating SPM. While there has been some work, primarily Renwick
(2015), has experimented with using the CPS ASEC to inform ACS imputations of missing
variables so that the ACS can hypothetically be used to estimate substate SPM; in the end
those researchers created only state-level (single-year) estimates and reached no conclusions
about substate level SPM estimates.
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FIGURE 2-9 Counties with OPM point-in-time child poverty rates 20 percent or
higher, 2015.

NOTE: OPM = Of cial Poverty Measure.

SOURCE: Estimates by the committee from U.S. Population Estimates, 2016
Vintage, Census Bureau; data as of July 1, 2015. 2015 county child poverty rates
from Census Small Area Income and Poverty Estimates (SAIPE) Program data.

risk of residing in a point-in-time poor county is highest among Black chil-
dren (70.8%), followed by American Indian and Alaskan Native (70.6%),
Hispanic (65.0%), and non-Hispanic White children (46%).

We also examined the geographic distribution of persistently high child
poverty. A county was classi ed as having persistently high child poverty if
20 percent or more of its children were classi ed as OPM-poor over four
decades: in the 1980, 1990, and 2000 decennial censuses and in the 2007—
2011 American Community Survey 5-year estimates (see Appendix D, 2-9).
Some 10.2 million children (13.9% of all children) lived in persistently
poor counties in 2015. The 10.2 million gure includes 3.6 million White
children, 3.1 million Hispanic children and 2.7 million Black children (refer
to Figure 2-3). The risk of living in a persistently poor county is highest
among American Indian and Alaska Native children (36%) followed by
Black (27%), Hispanic (17.1%), non-Hispanic White (9.4%), and Asian
and Paci c Islander (8.2%) children (Appendix D, Figure D2-7).
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Persistently high poverty is more geographically concentrated than
point-in-time poverty (see Figure 2-10). The South and Northeast regions
have the highest proportion of children in persistently poor counties (22.1%
and 17.3%, respectively; see Appendix D, Figure D2-9) and account for
the vast majority of children (81.3%) living in those counties. Although
not readily apparent in Figure 2-10, due to their small land mass the per
sistently poor counties in the Northeast, which include the cities of New
York, Philadelphia, Newark, and Boston, account for 2.1 million children.

CONCLUSION 2-4: Poverty rates for children vary considerably by
geographic location. About one in seven children live in counties with
persistently high child poverty (Of cial Poverty Measure child poverty
rates always above 20% since 1980). The South and several large met-
ropolitan areas in the Northeast regions have the highest proportions
of children in counties with persistently high child poverty.
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FIGURE 2-10 Counties with Of cial Poverty Measure (OPM) child poverty rates
20% or higher in 1980, 1990, 2000, and 2008-2012.

SOURCE: Estimates by the committee from U.S. Population Estimates, 2016 Vin-
tage, Census Bureau; data as of July 1, 2015. 2015 county child poverty rates from
Census Small Area Income and Poverty Estimates (SAIPE) Program data.
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HISTORICAL TRENDS IN CHILD POVERTY, 1967-2016

Historical trends in the OPM are published annually by the Census
Bureau. As shown in Figure 2-11, they suggest that virtually no progress has
been made in reducing child poverty between the late 1960s and today. If
anything, child poverty rates as measured by the OPM were a little higher
in 2016 (18.0%) than they had been 50 years before, in 1967 (16.6%; U.S.
Census Bureau, 2018, Table 3).

Given the growth in near-cash bene ts over this period, it is possible
that child poverty rates based on the SPM, which counts most near-cash
bene ts as income, and the OPM, which does not, may show different
trends. A rst step in investigating whether this is the case is to construct a
consistent time series of SPM-based rates, as shown in Figure 2-11 (Hardy,
Smeeding, and Ziliak, 2018).

%0

FIGURE 2-11 OPM and SPM child poverty rates, 1967—-2016.

NOTE: The SPM poverty measure is anchored in 2012 living standards and ad-
justed back to 1967 using the Consumer Price Index. Income data are not adjusted
for underreporting.

SOURCE: Original analyses commissioned by the committee from Christopher
Wimer (2017, October).
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Two complications arise. First, because some TRIM3 adjustments are
not available for most of the years we examined, the analyses in this sec-
tion are based on Current Population Survey data that are not adjusted for
income underreporting. A second complication is the dif culty of de ning
SPM-based poverty in a consistent way across the half century between
1967 and 2016. Recall that the SPM uses a poverty threshold based on the
33rd percentile of the distribution of core living expenses. Thus, the pov-
erty threshold in the SPM is tied to changes in the standard of living of this
low-income group. In contrast, the OPM poverty thresholds are adjusted
over time only by rates of in ation.

Wimer et al. (2013) have estimated annual SPM thresholds going back
in time to 1967, using available ASEC historical data. They have also con-
structed SPM thresholds that are anchored in current living standards and
adjusted them backward in time only by in ation, as well as thresholds that
are anchored in 1967 and then adjusted forward only by in ation. Though
the SPM was designed to be a relative measure, whether to measure poverty
in relative or absolute terms for purposes of historical analysis is an unset-
tled question. We use an anchored SPM (an absolute measure) here and
in our analysis in Chapter 4 of the effects of changes in the labor market,
family structure, and government programs on child poverty over time,
because this measure allows us to abstract from changes in living standards.
We anchor the measure in recent (2012) living standards to make it as
comparable as possible with the TRIM3-SPM poverty estimates presented
elsewhere in this report, which focuses on the current period® Appendix
D, 2-10 provides further discussion and illustration of child poverty trends
using anchored and unanchored SPM measures.

Figure 2-11 shows both OPM- and anchored SPM-based child poverty
rates from 1967 to 2016. As noted before, over this period OPM-based
child poverty rates increased from 16.6 percent to 18.0 percent, while the
anchored SPM indicates that child poverty actually decreased by nearly
half—from 28.4 percent to 15.6 percent!l’ SPM poverty rates are higher
than OPM poverty rates in the earlier years of the period in part because
of the higher SPM threshold and (to a lesser extent) because during that

16 These estimates were taken from a study (Wimer, 2017) commissioned by the committee
for this report. Due to the relative nature of the SPM, historical changes in poverty could be
at least partly due to changes in poverty thresholds (Wimer et al., 2013). Anchored measures
of poverty apply current poverty thresholds to historic data by adjusting for in ation to isolate
changes in family resources from changes in living standards. For more information, refer to
Wimer et al. (2013).

17 As explained in Fox et al. (2015), an SPM poverty line anchored in 1967 living standards
and subsequently adjusted for in ation annually yields estimates of poverty reduction that are
similar to estimates anchored in current living standards and adjusted backward for in ation,
like those reported in the gures and text.
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period the tax system took more income from poor families with children
than these families received from government as in-kind bene ts. As we
show in Chapter 4, much of the decline in SPM-based child poverty is
due to increasingly generous government bene ts. Because it does not
count bene ts from the Earned Income Tax Credit, SNAP, public housing,
and housing vouchers, OPM-based child poverty rates include only cash
transfers (like Supplemental Security Income [SSI] and the cash portion of
TANF) and therefore fail to consider the largest portion of the social safety
net. Consequently, trends in the OPM are not useful for drawing conclu-
sions regarding changes in the well-being of children in the United States.
An alternative is to construct SPM poverty thresholds based on changes
in living standards rather than in ation; this “historical SPM” also shows
a substantial decrease in child poverty, but the decrease is only about half
as large, or 25 percent (see Figure 2-15 in Appendix D, 2-10). The decrease
in poverty is smaller because living standards at the 33rd percentile of
the income distribution have increased over the last half-century by more
than the cost of living. Figure 2-12 depicts historical trends in anchored
SPM-based child poverty, near poverty, and deep poverty rates. As with
the basic (under 100%) SPM poverty measure, shown in Figure 2-11, deep
poverty rates had fallen by 2016 to nearly half of their 1967 levels. In the
case of the line drawn at 150 percent of SPM, poverty rates fell by nearly
40 percent between 1967 and 2016. Strikingly, most of these three sets of
declines occurred prior to the year 2000. It is also worth noting that SPM-
based poverty rates declined for all three racial/ethnic groups: for Whites,
Blacks, and Hispanics. (Historical trends in OPM- and SPM-based child
poverty rates by race and ethnicity between 1970 and 2016 are presented
in Appendix D, 2-8.)

CONCLUSION 2-5: When measured by the Of cial Poverty Measure,
poverty rates changed very little between 1967 and 2016; by contrast,
when measured by the anchored Supplemental Poverty Measure (SPM),
they fell by nearly half over that period, due to the increases in govern-
ment bene ts. SPM-based rates of deep and near child poverty declined
as well over the period, both overall and across subgroups of children
de ned by race and ethnicity.

CHILD POVERTY IN THE UNITED STATES AND OTHER
ENGLISH-SPEAKING DEVELOPED COUNTRIES

Over the past several decades, researchers have developed the capacity
to analyze child poverty across countries by using comparable microdata.
The two most widely used sources of international data are the Luxembourg
Income Study (LIS), which allows analysts to work with the microdata, and
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FIGURE 2-12 Trends in Supplemental Poverty Measure (SPM) rates of poverty,
deep poverty, and near poverty for children, 1967-2016.

NOTE: The SPM poverty measure is anchored in 2012 living standards and ad-
justed back to 1967 using the Consumer Price Index. Income data are not adjusted
for underreporting.

SOURCE: Original analyses commissioned by the committee from Christopher
Wimer (2017, October).

the Organisation for Economic Co-operation and Development (OECD)
poverty and income database, which is more up to date but provides only
country-level statistics and relative poverty measures.

Early staff and committee discussions with the sponsors of this report
revealed a particular interest in comparing child poverty rates across a
subset of OECD English-speaking nations: Australia, Canada, Ireland,
the United Kingdom, and the United States. These countries have income
support systems that differ from those found in central and northern
Europe, including Scandinavia (Esping-Anderson, 1990). Three of them
are large and diverse nations (Australia, Canada, and the United States),
while the other two (Ireland and the United Kingdom), though smaller
in size, still exhibit some geographic and ethnic heterogeneity. We gauge
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the comparative effectiveness of anti-poverty programs across these same
countries in Chapter 4.

Most published international poverty comparisons use a poverty line
de ned by a given fraction of each country’s median income, such as 40,
50, or 60 percent!® This is a relative poverty concept because it measures
the fraction of families who have income that is low relative to overall
income in the country. Families in a high-income, industrialized country
might all have incomes that are higher than the incomes of families in a
low-income country, but relative poverty could still be high in the former
if the lower-income families there were “further away” from the country’s
overall median income!®

OECD poverty statistics are typically based on a poverty line drawn
at 50 percent of median income, a line we will call “OECD-50.” For this
measure, household resources include money income and near-cash bene ts
minus taxes (including tax credits). Estimates of child poverty using the
OECD-50 for the United States and the four English-speaking comparison
countries are shown in the top bars of Figure 2-13 (labeled “Relative Pov-
erty (OECD-50)"). Rates of child poverty using this relative measure are
much higher in the United States than in these peer countries—more than
twice as high as in Ireland and nearly 5 percentage points higher than in
Canada, the country with the second-highest child poverty rates.

To explore the sensitivity of cross-national child poverty rates to the
speci ¢ de nition of child poverty, Figure 2-13 also shows poverty rates
using two other measures. The rst uses LIS data to set the poverty thresh-
old for each country at the same percentile of the country’s income distribu-
tion as the SPM threshold in the U.S. income distribution. Since that point
is at the 40th percentile of the income distribution, we label this measure
“Relative Poverty (LIS-SPM-40).” Drawing the line at the 40th percentile
lowers child poverty rates, but the country rankings are similar to those
found with the OECD-50 measure of relative poverty.

The third measure is based on what is sometimes called “absolute”
poverty. Absolute poverty measures the fraction of families in a country
whose incomes fall below some xed amount, regardless of how af uent the
country is. For this reason, high-income countries will tend to have lower
absolute poverty rates than lower-income countries. In our case, the dollar
levels of the U.S. SPM poverty thresholds are translated into poverty thresh-
olds in other countries using the purchasing power of the dollar relative

18 As explained in Appendix D, 2-2, the income data and thresholds are also adjusted for
family size.

19 The SPM poverty measure is also relative, but it is based on the distribution of expendi-
tures rather than income, and is set at a given (33rd) percentile of the expenditure distribution
rather than at a fraction of the median.
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FIGURE 2-13 Child poverty in the United States and four other anglophone coun-
tries, using three alternative measures, various years.

NOTES: OECD-50 = Poverty rate de ned as 50 percent below each country’s
median income; LIS-SPM-40 = poverty rate de ned as below the 40th percentile in
each country’s income distribution, based on the Luxembourg Income Study (LIS);
LIS-SPM-PPP = poverty rate de ned following the SPM de nition and adjusted for
PPP (purchasing power parity). Data are not adjusted for underreporting.
SOURCE: Original LIS analyses commissioned by the committee from the LIS
Cross-National Data Center.
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to other countries’ currencies?® Because the translations are based on pur
chasing power parity (PPP) data, we label this measure “Absolute poverty
(LIS-SPM-PPP).” Appendix D, 2-11 discusses these measures in more detail.

As shown in the bottom panel of Figure 2-13, using an absolute poverty
standard changes the country rankings somewhat. The United Kingdom
now has the highest absolute poverty rate, followed by the United States,
Ireland, Canada, and lastly Australia. The primary reason for this shift in
rankings is that living standards are generally higher for U.S. children than
for UK children, so a poverty line de ned by U.S.-based income cuts the
UK income distribution at a higher point than where it cuts the U.S. income
distribution.

Finally, we compare rates of deep poverty and near poverty in the
United States and these peer countries using the LIS and the absolute SPM
poverty measure (see Figure 2-14). At 3.6 percent, the United States has by
far the highest rate of deep child poverty, nearly twice the rate seen in the
next-ranked nation (Australia, at 1.9%). %! By contrast, the United States is
in the middle of the pack where near poverty is concerned (de ning near
poverty as 150 percent of the absolute SPM), with a rate of 29.2 percent.
This near-poverty rate is considerably lower than what is seen in the United
Kingdom (46.4%) and Ireland (37.2%), where the poverty line cuts their
distributions at a much higher income level (see Appendix D, Figure D2-3),
but it is higher than in countries with absolute living standards most similar
to those in the United States: Australia (21.6%) and Canada (27.2%).

Poverty rates for children in single-parent families, in working families
(except for the United Kingdom), and in immigrant families are higher in
the United States than in the other comparison nations, even using the
absolute LIS-SPM-PPP poverty rates. (These rates are shown in Figure 2-13
and Appendix D, 2-11.)

CONCLUSION 2-6: How child poverty rates in the United States rank
relative to those in peer English-speaking developed countries depends
on how poverty is de ned. The United States has much higher rates of
child poverty than these peer countries using relative, within-country
measures of poverty. However, when an absolute poverty measure is
used, child poverty rates in the United States are more similar to rates

20 The 2013 U.S. SPM translates into about $25,550 for two parents and two children. This
amount is converted to other currencies using 2011 purchasing power parities (PPP) and na-
tional consumer price changes when years differ. The SPM poverty line income, on a household
basis, ignoring health care costs and work expenses and other adjustments for COLAs and
housing status, is about 40-41 percent of the U.S. median adjusted income on a comparable
basis (Fox, 2017; Short, 2013; Wimer and Smeeding, 2017).

21 These gures are not adjusted for underreporting in any nation. The comparisons by level
and composition of poverty are shown in Figures D2-3 and D2-4.
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FIGURE 2-14 Deep and near child poverty in the United States and four other
anglophone countries, LIS-SPM-40, various years.

NOTES: Poverty lines are absolute and based on the LIS-SPM converted to other
countries using purchasing power parities (PPPs). LIS-SPM-40 = poverty rate de-
ned as below the 40th percentile in each country’s income distribution, based on
the Luxembourg Income Study (LIS). Data are not adjusted for underreporting.
SOURCE: Original LIS analyses commissioned by the committee from the LIS
Cross-National Data Center.

in peer countries. Rates of deep poverty, by contrast, are considerably
higher for children in the United States than for children in these peer
countries, whether absolute or relative measures are used.
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Consequences of Child Poverty

this chapter summarizes lessons from research on the linkages between

children’s poverty and their childhood health and education as well as
their later employment, criminal involvement, and health as adults. It also
provides a brief review of research on the macroeconomic costs of child
poverty. Because this research literature is vast, the committee focused its
review on the most methodologically sound and prominent studies in key
elds, primarily in developmental psychology, medicine, sociology, and
economics. All else equal, we also selected more recent studies.

We nd overwhelming evidence from this literature that, on average, a
child growing up in a family whose income is below the poverty line experi-
ences worse outcomes than a child from a wealthier family in virtually every
dimension, from physical and mental health, to educational attainment and
labor market success, to risky behaviors and delinquency.

This nding needs to be quali ed in two important ways. First, although
average differences in the attainments and health of poor and nonpoor chil-
dren are stark, a proportion of poor children do beat the odds and live very
healthy and productive lives (Abelev, 2009; Ratcliffe and Kalish, 2017).

Second, and vital to the committee’s charge, is the issue of correlation
versus causation. Income-based childhood poverty is associated with a clus
ter of other disadvantages that may be harmful to children, including low
levels of parental education and living with a single parent (Currie et al.,
2013). Are the differences between the life chances of poor and nonpoor
children a product of differences in childhood economic resources per se,
or do they stem from these other, correlated conditions? Evidence both on

I n response to the rst element of the committee’s statement of task,

67
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the causal (as distinct from correlational) impact of childhood poverty and
on which pathways lead to better outcomes is most useful in determining
whether child well-being would be best promoted by policies that specif-
ically reduce childhood poverty. If it turns out that associations between
poverty and negative child outcomes are caused by factors other than
income, then the root causes of negative child outcomes must be addressed
by policies other than the kinds of income-focused anti-poverty proposals
presented in this report.

That said, most of the scholarly work on poverty and the impacts of
anti-poverty programs and policies on child well-being is correlational
rather than causal. There is much to be learned from these studies, nev-
ertheless, and it is often the case that evidence derived from experimental
designs and that derived from correlational designs lead to similar conclu-
sions. To maintain clarity in our reviews of these two strands in the litera-
ture, we have opted to focus this chapter’s main text on the results found
in the causal literature, while we review the correlational literature in the
Chapter 3 portion of Appendix D.

We begin with a brief summary of the mechanisms by which childhood
poverty may cause worse childhood outcomes, along with lessons from the
vast correlational literature, which is reviewed in depth in this chapter’s
appendix. We then turn to a review of the causal impacts of policies—income
policies as well as anti-poverty policies—on child well-being, derived from
both experimental and quasi-experimental (natural experiment) studies.
The chapter concludes with a brief review of some of the limited literature
on the macroeconomic costs of poverty to society.

Note that virtually all of the available evidence focuses on child poverty
as measured by the Of cial Poverty Measure (OPM) rather than the Supple-
mental Poverty Measure (SPM) that is used in other chapters of this report.
Given the considerable overlap in terms of who is considered poor by both
measures, we would expect that the bulk of the lessons from OPM-based
studies would carry over to the SPM.

WHY CHILDHOOD POVERTY CAN
MATTER FOR CHILD OUTCOMES

Economists, sociologists, developmental psychologists, and neurosci-
entists each emphasize different ways poverty may in uence children’s
development. Two main mechanisms have been theorized to describe
these processes (see Figure 3-1). One emphasizes what money can buy—
in other words, how poverty undermines parents’ ability to procure the
goods and services that enhance children’s development. An alternative
mechanism emphasizes the detrimental impact on families of exposure to
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FIGURE 3-1 Hypothesized pathways by which child poverty affects child outcomes.

environmental stressors as a key pathway by which poverty compromises
children’s development.

As detailed in Chapter 8 and in the appendix to this chapter, low-
income parents face steep challenges in meeting basic nancial needs. Many
poor families are not only cash-constrained but they also have little to no
savings and lack access to low-cost sources of credit (Halpern-Meekin et
al., 2015; Yeung and Conley, 2008; Zahn, 2006). When faced with income
shortfalls, they are often forced to cut back on expenditures, even for
essential goods such as food and housing, and to pay high interest rates on
loans (McKernan, Ratcliffe, and Quakenbush, 2014). As a result, poverty
is linked to material hardship, including inadequate shelter and medical
care, food insecurity, and a lack of other essentials (Ouellette et al., 2004).

An “investment” perspective may be adopted in addressing the chal-
lenge of poverty reduction by building on an analysis of the foregoing
problems, emphasizing that higher income may support children’s devel-
opment and well-being by enabling poor parents to meet such basic needs.
As examples, higher incomes may enable parents to invest in cognitively
stimulating items in the home (e.g., books, computers), in providing more
parental time (by adjusting work hours), in obtaining higher-quality non-
parental child care, and in securing learning opportunities outside the home
(Bornstein and Bradley, 2003; Fox et al., 2013; Raver, Gershoff, and Aber,
2007). Children may also bene t from better housing or a move to a better
neighborhood. Studies of some poverty alleviation programs nd that these
programs can reduce material hardship and improve children’s learning
environments (Huston et al., 2001; Morris, Gennetian, and Duncan, 2005).

The alternative, “stress” perspective on poverty reduction focuses on
the fact that economic hardship can increase psychological distress in
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parents and decrease their emotional well-being. Psychological distress can
spill over into marriages and parenting. As couples struggle to make ends
meet, their interactions may become more con icted (Brody et al., 1994,
Conger et al., 1994). Parents’ psychological distress and con ict have in
fact been linked with harsh, inconsistent, and detached parenting. Such
lower-quality parenting may harm children’s cognitive and socioemotional
development (Conger et al., 2002; McLoyd, 1990). All of this suggests that
higher income may improve child well-being by reducing family stress.

Investing in children and relieving parental stress are two different
mechanisms, but they overlap and reinforce each other. For example, both
increased economic resources and improved parental mental health and
family routines may result in higher-quality child care, more cognitively
enriching in-home and out-of-home activities, and more visits for preventive
medical or dental care. Better child development, in turn, can encourage
more investment and better parenting; for example, more talkative children
may trigger more verbal interaction and book reading from their parents,
especially if parents can afford to spend the necessary time.

We have focused on parental stress, because reducing poverty may
ameliorate this stress and improve parenting, including emotional support
for and interactions with children. In addition, a major portion of existing
research has focused on this pathway. We recognize that child stress is an
important factor leading to negative child outcomes, including effects on
early brain development (Blair and Raver, 2016, Shonkoff et al., 2012). We
have not included it in the model (refer to Figure 3-1) because it is a more
indirect mediator of the effects of other factors of poverty on child out-
comes. These other factors include parenting stress, other adverse child
experiences, and the negative impacts of underresourced schools and envi-
ronments in poor neighborhoods. For a more extensive review of both
parental and child stress, please see the appendix to this chapter (Appen-
dix D, 3-1).

CONCLUSION 3-1: Poverty alleviation can promote children’s devel-
opment, both because of the goods and services that parents can buy
for their children and because it may promote a more responsive, less
stressful environment in which more positive parent-child interactions
can take place.

The foregoing brief discussion is intended only to provide a framework
in which the correlational and causal studies of the impacts of poverty can
be understood. We provide a more complete review of the literature about
some of these pathways in Chapter 8 and in the appendix to this chapter.
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CORRELATIONAL STUDIES

Many studies document that, on average, children growing up in poor
families fare worse than children in more af uent families. A study by
Duncan, Ziol-Guest, and Kalil (2010) is one striking example (see Figure
3-2). Their study uses data from a national sample of U.S. children who
were followed from birth into their 30s and examines how poverty in the
rst 6 years of life is related to adult outcomes. What they nd is that com-
pared with children whose families had incomes above twice the poverty
line during their early childhood, children with family incomes below the
poverty line during this period completed 2 fewer years of schooling and,
as adults, worked 451 fewer hours per year, earned less than one-half as
much, received more in food stamps, and were more than twice as likely to
report poor overall health or high levels of psychological distress (some of
these differences are shown in Figure 3-2). Men who grew up in poverty,
they nd, were twice as likely as adults to have been arrested, and among
women early childhood poverty was associated with a six-fold increase
in the likelihood of bearing a child out of wedlock prior to age 21. Rein-
forcing the need to treat correlations cautiously, Duncan, Ziol-Guest, and
Kalil (2010) also nd that some, but not all, of these differences between
poor and nonpoor children disappeared when they adjusted statistically for
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FIGURE 3-2 Adult outcomes for children with lower and higher levels of early
childhood income.
SOURCE: Adapted from Duncan, Ziol-Guest, and Kalil (2010).
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differences in factors such as parental education that were associated with
low childhood incomes.

Neuroscientists have produced striking evidence of the effect of early-
life economic circumstances on brain development. Drawing from Hanson
et al. (2013), Figure 3-3 illustrates differences in the total volume of gray
matter between three groups of children: those whose family incomes were
no more than twice the poverty line (labeled “Low SES” in the gure);
those whose family incomes were between two and four times the poverty
line (“Mid SES”); and those whose family incomes were more than four
times the poverty line (“"High SES”). Gray matter is particularly important
for children’s information processing and ability to regulate their behavior.
The gure shows no notable differences in gray matter during the rst 9 or
so months of life, but differences favoring children raised in high-income
families emerge soon after that. Notably, the study found no differences in
the total brain sizes across these groups—only in the amount of gray matter.
However, the existence of these emerging differences does not prove that
poverty causes them. This study adjusted for age and birth weight, but not
for other indicators of family socioeconomic status that might have been
the actual cause of these observed differences in gray matter for children
with different family incomes.

FIGURE 3-3 Total gray matter volume in early life, by socioeconomic group.
SOURCE: Hanson et al. (2013).
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Two themes from these two studies characterize much of the child pov-
erty literature: (1) consistent correlations between a child’s poverty status
and later outcomes and (2) particularly strong associations when poverty
status is measured early in childhood. Our review of this correlational
literature, which is provided in this chapter’s appendix, is organized into
the following sections: family functioning, child maltreatment, domestic
violence, and adverse childhood experiences; material hardship; physical
health; fetal health and health at birth; brain development; mental health;
educational attainment; and risky behaviors, crime, and delinquency. Each
section discusses the observed relationships between poverty and the out-
comes in question. Collectively, they paint a consistent picture, which may
be summarized in the following conclusion.

CONCLUSION 3-2: Some children are resilient to a number of the
adverse impacts of poverty, but many studies show signi cant asso-
ciations between poverty and child maltreatment, adverse childhood
experiences, increased material hardship, worse physical health, low
birth weight, structural changes in brain development, mental health
problems, decreased educational attainment, and increased risky behav-
iors, delinquency, and criminal behavior in adolescence and adulthood.
As for the timing and severity of poverty, the literature documents that
poverty in early childhood, prolonged poverty, and deep poverty are
all associated with worse child and adult outcomes.

THE IMPACT OF CHILD POVERTY

Policies designed to reduce poverty will promote positive child out-
comes to the extent that poverty reduction causes these child outcomes
to improve. This section discusses the causal evidence linking poverty and
child outcomes. It includes studies that the committee judged to have the
strongest research designs, whether purposely experimental or based on
natural experiments that can support the estimation of causal linkages.

In experimental approaches to understanding the impacts of poverty
reduction, the policy researcher attempts to vary income while holding
constant other potentially causative factors. Randomly assigning subjects
to large treatment and control groups helps to ensure that the distribution
of these other causative factors (e.g., parental education and motivation)
will be similar across the two groups. In this case, a poverty reduction
“treatment” might be income payments to families for a number of years,
with no such payments made to control group families. Comparing the
subsequent well-being of children in the two groups would provide strong
evidence about the causal impact of poverty reduction on child well-being.
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If experimental methods are not feasible, then some nonexperimental
methods, in particular “natural experiments,” are able to mimic random-
assignment experiments. Much of the literature using these kinds of non-
experimental designs relies on policy changes or some other unanticipated
event that causes family income to change more for one group of children
than for another similar group. Our literature review on the causal impacts
of poverty reduction on child well-being draws from both experimental
methods that use random assignment and natural experiments.

Studies of Increases in Cash Incomes

Family economic resources can be changed in a variety of ways, so
researchers have cast a wide net to nd circumstances in which families’
incomes vary in ways that are beyond their control, which provide an
opportunity to relate income changes to changes in child well-being. Exam-
ples in which family cash incomes were increased or decreased by policy
changes comprise the rst part of our review of causal studies. Notably
absent from this section are impacts on children of family income changes
resulting from legislated changes in the minimum wage; we found no such
studies in our review of the literature.

We also do not report on conditional cash transfer programs (CCTs),
which condition income on behaviors such as well-baby visits and school
attendance. CCTs are prevalent in low- and middle-income countries. These
programs, which intend to reduce family economic hardship and stress,
typically require families to invest more in their children, especially in
their education and health. In the United States, two randomized clinical
trials have been conducted of CCTs (Family Rewards 1.0 and 2.0). Both
trials found that income increased due to the cash transfers, but that
these increases faded after the program ended. Results showed only min-
imal improvements in children’s health and educational outcomes and no
impacts on the veri ed employment or earnings of parents (Aber et al.,
2016; Miller et al., 2016; Riccio and Miller, 2016; Riccio et al., 2013).

Negative Income Tax Experiments

The negative income tax experiments initiated under the Nixon admin-
istration provided the rst random-assignment evidence of income effects
on children. A negative income tax is based on a minimum income, or oor,
under the tax system; people with incomes above the oor pay taxes, while
those with incomes below the oor receive a transfer payment—a kind of
negative tax that brings their family incomes up to the oor. The negative
tax payment is largest for families with the least income, becoming smaller
and smaller as other sources of family income increase.
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Large-scale experimental trials of a negative income tax were conducted
in seven states between 1968 and 1982. Treatment families, randomly cho-
sen, received payment amounts equivalent to one-third or two-thirds of the
federal poverty line. After adjusting for in ation, the largest payments were
quite substantial, more than twice the size of current average payments
made under the Earned Income Tax Credit (EITC) Program. That these
experiments were conducted decades ago limits the value of the lessons
they might provide for today’s policy discussions. That said, the large neg-
ative income tax payments reduced poverty and improved children’s birth
outcomes and nutrition, but had mixed effects on child outcomes such as
school performance (Kehrer and Wolin, 1979; Salkind and Haskins, 1982).

Two of the three experimental sites that measured achievement gains
for children in elementary school found signi cant improvements in
treatment-group children relative to control-group children (Maynard, 1977;
Maynard and Murnane, 1979). In contrast, the achievement of adolescents
in families receiving this income supplement did not differ from the achieve-
ment of adolescents in control-group families. Impacts on school enroll-
ment and attainment for youth were more uniformly positive, with both
of the sites at which these outcomes were measured producing increases in
school enrollment, high school graduation rates, and/or years of completed
schooling (Maynard, 1977; Maynard and Murnane, 1979; Venti, 1984).

The Earned Income Tax Credit

The EITC is a refundable federal tax credit for low- and moderate—
income working people. A worker’s EITC credit grows with each additional
dollar of earnings until it reaches a maximum value, and then it attens out
and is gradually reduced as income continues to rise. The dollar value of
the EITC payment to a family depends on the recipient’s income, marital
status, and number of children. As of 2017, 29 states and the District of
Columbia had their own EITC programs (Waxman, 2017), supplementing
the tax bene ts provided by the federal EITC.

Natural-experiment studies of EITC’s impact on child outcomes take
advantage of the fact that federal EITC bene't levels increased substan-
tially on a number of occasions between the late 1980s and the 2000s.
For example, legislation passed in 1993 increased the maximum credit for
families with two or more children by $2,160 (in 1999 dollars) compared
with an increase in the maximum credit for families with one child of $725
(Hoynes, Miller, and Simon, 2015). Several researchers have used these
kinds of expansions, as well as EITC introduction and expansions at the
state level, to assess whether child outcomes improved the most for children
whose families stood to gain the most from the increased EITC generosity.
It is important to bear in mind that the EITC affects family income through
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the tax credit payment, increases in parental work effort, and, for some
families, reductions in other income sources (Hoynes and Patel, 2017). This
makes it dif cult to separate income effects from the effects of changes in
parental employment.

Most of the research on the effects of the EITC focuses on children’s
school achievement and consistently suggests that boosts in EITC have
had positive effects. For example, Dahl and Lochner (2012) link EITC
changes to national data tracking children’s achievement test scores over
time and nd that a $1,000 increase in family income raised math and
reading achievement test scores by 6 percent of a standard deviation.
Chetty, Friedman, and Rockoff (2011) nd a similarly sized effect when
they look at the test scores of children attending schools in a large urban
school district. In the state they study, state and local match rates for the
federal EITC increased during the late 1990s and up until 2006. Gains in
the children’s test scores in math and language arts closely tracked these
policy changes. The estimated impact was about 4 percent of a standard
deviation in 2003, increasing to about 10 percent of a standard deviation
in 2006 and leveling off thereafter. Drawing from the literature estimating
the longer-run effects of test scores, they calculate that a typical student
would gain more than $40,000 in lifetime income from the initial increase
in EITC and its resulting increase in test scores.

Max eld (2013) uses the same child data as Dahl and Lochner (2012)
and nds that an increase in the maximum EITC of $1,000 boosted the
probability of a child’s graduating high school or receiving a GED by age
19 by about 2 percentage points and increased the probability of complet-
ing one or more years of college by age 19 by about 1.4 percentage points.
Additionally, Manoli and Turner (2014), using U.S. tax data and variations
due to the shape of the EITC schedule, nd that a larger EITC leads to an
increase in college attendance among low-income families.

A few studies have also examined the effect of EITC increases on
infant health. Strully, Rehkopf, and Xuan (2010) nd that increases in state
EITCs during the prenatal period increased birth weights, partly by reduc-
ing maternal smoking during pregnancy. This is consistent with evidence
that when an expectant mother receives a larger EITC during pregnancy,
this reduces the likelihood that her baby will have low birth weight by 2
to 3 percent (Baker, 2008; Hoynes, Miller, and Simon, 2015). Like Strully,
Rehkopf, and Xuan (2010), Hoynes, Miller, and Simon (2015) suggest that
a reduction in smoking is partly responsible, but they also nd increases in
the use of prenatal care by mothers eligible for the higher EITC payments,
which in turn might also lead to a reduction in the incidence of infants’
low birth weight.

Evans and Garthwaite (2010) nd support for a stress and mental
health pathway operating in EITC expansions. They use data from the
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National Health Examination and Nutrition Survey to estimate whether
increased EITC payments were associated with improvements in low-
income mothers’ health. They nd that mothers most likely to receive the
increased payments experienced the largest improvements in self-reported
mental health as well as reductions in stress-related biomarkers.

Taken together, the robust literature on the impacts of EITC-based
increases in family income suggests bene cial impacts on children.

CONCLUSION 3-3: Periodic increases in the generosity of the Earned
Income Tax Credit Program have improved children’s educational and
health outcomes.

Welfare-to-Work Experiments

In the early 1990s, a number of states were granted waivers to experi-
ment with the rules governing welfare payments under the old Aid to Fam-
ilies with Dependent Children (AFDC) Program. A condition for receiving
the waiver, for most states, was the use of random assignment to evaluate
the effects of changing from “business as usual” AFDC rules to their new
programs (Gennetian and Morris, 2003; Morris et al., 2001). Some states
implemented welfare reform programs that offered earnings supplements,
either by providing working families cash bene ts or by increasing the
amount of earnings that were not counted as income when calculating the
family’s welfare bene t. Other state programs provided only mandatory
employment services (e.g., education, training, or immediate job search)
or put time limits on families’ eligibility for welfare bene ts and offered
no increased income. All of the new programs had the effect of increasing
parent employment, relative to the old AFDC programs, but only some of
the programs increased family income as well. Because a number of evalu-
ations included measures of child outcomes, these diverse state experiments
provided an opportunity to assess the effects of combinations of increased
income and parental employment on child and adolescent well-being.

Morris et al. (2001) and Morris, Gennetian, and Knox (2002) examine
the effects of these programs on preschool-age and elementary school-age
children. Speci cally, children were assessed 2 to 4 years after random
assignment, and ranged in age from 5 to 12 years old at the time of assess-
ment. The authors nd that earnings supplement programs that increased
both parental employment and family income produced positive but mod-
est improvements across a range of child behaviors. All the programs had

1 These include measures of in ammation, such as albumin; cardiovascular conditions (e.g.,
systolic blood pressure); measures of metabolic conditions such as total cholesterol; and other
risks (Evans and Garthwaite, 2010).
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positive effects on children’s school test scores, with impacts ranging from
one-tenth to one-quarter of a standard deviation, and some programs
also reduced behavior problems, increased positive social behavior, and/
or improved children’s overall health. In contrast, programs with work
requirements that increased employment but not family income (because
participants lost welfare bene ts as their earnings increased) showed a mix
of positive and negative, but mostly null, effects on child outcomes.

Gennetian et al. (2004) focus on adolescents, ages 12 to 18 years at
the time of follow-up surveys. These children had been 10 to 16 years
old when their parents entered the experimental programs. In contrast to
the positive effects that Morris and colleagues nd for younger children’s
school achievement, Gennetian and colleagues nd a number of negative
impacts on school performance and school progress, irrespective of the type
of policy or program that was tested. Some parents in the experimental
group reported worse school performance for their children, a higher rate
of grade retention, and more use of special education services among their
adolescent children than did parents in the control group. However, overall
the sizes of these worrisome negative effects were small, and many of the
programs did not produce statistically signi cant effects.

Why did welfare-to-work programs, particularly those that increase
family income, have positive effects on younger children but null or even
negative effects on adolescents? Duncan, Gennetian, and Morris (2009)
study this question by focusing on children who were ages 2 to 5 when their
parents entered the program. Their analysis nds that increased income
and the use of center-based child care were key pathways through which
programs improved young children’s school achievement. These ndings
are consistent with correlational research linking formal child care to better
academic skills among low-income children (National Institute of Child
Health and Human Development Early Child Care Research Network and
Duncan, 2003). Duncan, Morris, and Rodrigues (2011) conduct a simi-
lar analysis using this same set of studies to estimate the causal effect of
increases in income on the children’s school achievement and standardized
test scores 2 to 5 years after baseline. They nd modest but policy-relevant
effects that began during the preschool years on young children’s later
achievement. Their estimates suggest that each $1,000 increase in annual
income, sustained across an average of 2 to 5 years of follow up, boosts
young children’s achievement by 5 to 6 percent of a standard deviation.

In contrast, the pattern of negative impacts on adolescents may have
been generated by the fact that all of the programs tested increased the
amount of parental employment, which in turn led to increases in adoles-
cents’ responsibilities for household and sibling care and reduced supervi-
sion by adults when parents were working. Those inferences are tentative,
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however, because several studies lacked the data necessary to explore poten-
tial pathways.

CONCLUSION 3-4: Welfare-to-work programs that increased family
income also improved educational and behavioral outcomes for young
children but not for adolescents. Working parents have less time to
supervise their children, which may place more burdens on adolescents
in the family.

Pre-AFDC Cash Welfare

Estimating the impacts in adulthood of program benets received
during childhood requires the use of data on children spanning several
decades, and consequently it includes children born into general social and
economic conditions that often were far worse than conditions prevailing
today. One study of a cash assistance program focused on the Mother’s
Pension Program, which pre-dated the 1935 introduction of the AFDC pro-
gram and was provided by some states to poor women with children. Aizer
et al. (2016) evaluate the long-run effects of this program by comparing
the children of women who were granted the pension to those who were
rejected. Using data from state censuses, death records, and World War 1l
enlistment records, they nd that receiving the pension as a child led to a
1.5 year increase in life expectancy, a 50 percent reduction in the proba-
bility of being underweight, a 0.4 year increase in educational attainment,
and a 14 percent increase in income in early adulthood. However, these
local programs were introduced at a time when few other resources existed
for lone mothers, so it may represent an upper bound on what one could
expect from cash welfare programs today.

Supplemental Security Income

The Supplemental Security Income (SSI) Program is designed to increase
the incomes of low-income families that have adults or children with dis-
abilities. The rationale for assisting families with a severely disabled child
is that they face additional expenses, and caregivers may have to reduce
their own work hours to care for the child. A family quali es for full
bene ts under SSI if its members earn less than about 100 percent of the
federal poverty threshold. Bene ts phase out altogether for families with
incomes above about 200 percent of that threshold. In addition to meet-
ing the income thresholds, eligible children must have a severe, medically
documented disability. Currently, SSI bene ts cover almost 2 percent of all
children, with bene t amounts that average $650 a month, and they raise
about one-half of recipient families above the poverty line (Romig, 2017).
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Children on SSI are also automatically eligible for public health insurance
coverage under the Medicaid program.

There has been relatively little research on the effects of these income
supports on child outcomes, in part because bene t levels have not changed
as much or as differentially as bene t levels in programs such as the Earned
Income Tax Credit. But one SSI program provision provides a natural
experiment for estimating the possible bene t of SSI income on child out-
comes: babies weighing less than 1,200 grams at birth are eligible for SSI,
while babies weighing just over 1,200 grams are no This eligibility cut-
off provides researchers with opportunities to compare the developmental
trajectories of children on either side of the cutoff. Guldi et al. (2017) do
this, and nd that mothers of qualifying children work less but, perhaps as
a result, show more positive parenting behaviors than mothers of children
whose birth weights placed them just above the cutoff. Most importantly
for this chapter, the motor skills of babies with birth weights just below
the cutoff improved more rapidly than the motor skills of slightly heavier
babies whose parents did not qualify for SSI. Since lower birth weight
infants should, all else equal, have more delayed motor skills than infants
with higher birth weights, these results are especially consequential.

Levere (2015) takes advantage of a second source of quaskperimental
variation in SSI coverage, in this case occasioned by the 1990 Sullivan
Zebley Supreme Court decision, which broadened SSI coverage for children
with mental disabilities. Children with mental health conditions who were
younger when Zebley was handed down became eligible for more years of
SSI support than older children. In contrast to the picture of generally posi-
tive income effects on children, Levere nds that children who were eligible
for more years of SSI support were less likely to work and had lower earn-
ings as adults. This nding is hard to interpret. The negative impact may
have to do with more severe mental health problems in those identi ed in
early childhood or factors associated with more prolonged eligibility for SSI
that did not help and may have harmed their adult employment prospects.

Supplemental Income Provided by a Tribal Government

In some cases, opportunities to study the causal impacts of income
increases on child well-being come from unexpected sources. The Great
Smoky Mountains Study of Youth was designed to assess the need for
mental health services among Eastern Cherokee and non-Indian, mostly

2 A speci ¢ description of disability evaluation under Social Security is available at https://
www.ssa.gov/disability/professionals/bluebook/ChildhoodListings.htm. Guldi et al. (2017)
note that Social Security Administration low birth weight criteria are more limiting than the
medical community’s criteria in order to target infants at risk of long-term disability.
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White, children living in Appalachia (Costello et al., 2003). When the study
began in 1993, children in the study were 9 to 13 years old, and they and
their families were then interviewed periodically over the next 13 years. In
the midst of the study, a gambling casino owned by the Eastern Cherokee
tribal government opened on the tribe’s reservation. Starting in 1996, all
members of the Eastern Cherokee tribe received an income supplement
that grew to an average of approximately $9,000 by 2006 (Costello et al.,
2010). Over the study period, payments produced roughly a 20 percent
increase in income for households with at least one adult tribal member,
excluding the children’s cash transfers, which were not available to the
families until the child reached maturity (Akee et al., 2010). The fact that
incomes increased for families with tribal members relative to families
with no tribal members provided researchers with an opportunity to assess
whether developmental trajectories were more positive for tribal children
than for nontribal children.

The income supplements produced a variety of bene ts for children in
qualifying families. There were fewer behavioral problems such as conduct
disorders, perhaps due to increased parental supervision (Costello et al.,
2003). At age 21, the children whose families had received payments for
the longest period of time were signi cantly less likely to have a psychi-
atric disorder, to abuse alcohol or cannabis, or to engage in crime (Akee
et al., 2010; Costello et al., 2010). Reductions in crime were substantial:
Four more years of the income supplement decreased the probability of an
arrest for any crime at ages 16 to 17 by almost 22 percent and reduced the
probability of having ever been arrested for a minor crime by age 21 by
almost 18 percent.

Bene cial impacts on educational attainment were also found. Having
4 more years of this income supplement increased a Cherokee youth’s
probability of nishing high school by age 19 by almost 15 percent. Akee
and colleagues (2010) found that annual payments equaling approximately
$4,000 often resulted in 1 year of additional schooling for American Indian
adolescents living in some of the poorest households. Additionally, Akee et
al. (2018) nd that the income supplements led to large bene cial changes
in children’s emotional and behavioral health.

In sum, studies of casino payments provide opportunities to estimate
causal impacts of income on adolescent and young adult outcomes. They
show strong positive impacts on emotional, behavioral, and educational
outcomes, and reduced drug and alcohol use and criminal behavior. As
with other studies, younger children and children with longer exposures to
higher income had better outcomes.
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Cash Payments: International Evidence from Canada

Although many countries have experimented with cash payments to
low-income families (Fiszbein et al., 2009), few share the living standards
that prevail in the United States. Canada, on the other hand, shares many
characteristics with the United States and provides several examples of pol-
icy studies of income effects. For example, Milligan and Stabile (2011) take
advantage of the fact that the bene t amounts of child bene ts in Canada
changed in different provinces at different times to investigate whether ben-
e t increases were associated with improvements in child well-being. They
nd that higher bene ts do improve measures of both child and maternal
mental health, and also that they increase child math and vocabulary
test scores. The effect size is similar to that found in Dahl and Lochner’s
(2012) EITC study. Among the low-income families most likely to receive
the bene ts, Milligan and Stabile (2011) also nd declining rates of hunger
and obesity, an increase in height among boys, and a decrease in physical
aggression among girls.

“Near-Cash” Bene ts: Supplemental Nutrition
Assistance Program (SNAP) and Housing Subsidies

In addition to work on cash transfers of various kinds, there has been
a great deal of research into the causal effects of what are sometimes called
“near-cash” programs, especially those offering nutrition assistance and
housing subsidies. These programs are referred to as near cash because
while their bene ts must be spent on food or housing, they free up a house-
hold’s money that would otherwise have been spent on food and housing.
The freed-up money can then be spent on other goods or services and
may also decrease parental stress. Health insurance has not traditionally
been viewed as one of these near-cash programs because of dif culties in
assigning a dollar value to health coverage. However, see the appendix to
this chapter (Appendix D, 3-1) for a discussion of the effects on child and
adult outcomes stemming from expansions of public health insurance for
poor pregnant women and children.

Supplemental Nutrition Assistance Program (SNAP)

Serving more than 44 million Americans at a cost of $70.9 billion (in
scal 2016), the SNAP program (formerly known as the Food Stamp Pro-
gram) is by far the nation’s largest near-cash program (Food and Nutrition
Service, 2018a). To be eligible, households must have a gross monthly
income of less than 130 percent of the poverty line, net income (after
deductions) of less than the poverty line, and assets of less than an asset

Copyright National Academy of Sciences. All rights reserved.



A Roadmap to Reducing Child Poverty

CONSEQUENCES OF CHILD POVERTY 83

limit (Food and Nutrition Service, 2018b). Bene ts can be used to purchase
most foods available in grocery stores, with exceptions such as vitamins and
hot foods for immediate consumption. Bene ts are delivered in the form of
an Electronic Bene t Transfer card that functions much like a debit card.

Given the substitution possibilities between income from SNAP and
other sources, it is not surprising that research studies estimate that with a
$100 increase in SNAP bene ts, households increase their food consump-
tion by quite a bit less than $100. The review of Hoynes and Schanzenbach,
(2015) places the increase in food consumption at around $30 per $100 in
bene ts. While these families do spend all their SNAP bene ts on food, the
bene ts allow them to spend less of their own income on food. The review
by Hoynes and Schanzenbach nds that for every $100 in SNAP bene ts,
households have $70 of their own income that they no longer need to
spend on food. Families can then use these household funds for additional
resources for their children.

Hoynes and Schanzenbach (2015) also provide a summary of the liter
ature examining causal links between SNAP participation and the nutrition
and health outcomes of infants, children, and adults. Many (but not all) of
the methodologically strongest studies show SNAP bene ts having positive
impacts on health. Given the interest in the longer-run impacts of poverty
reduction on child health and attainment, in the following we provide more
details about two studies that took advantage of the fact that the SNAP
(then known as food stamps) program rolled out gradually between the late
1960s and mid-1970s. Notably, the rollout occurred on a county by county
basis, which resulted in many instances in which the families of children
born in the same state at the same time may have had different access to
program bene ts.3

This slow rollout enabled Almond, Hoynes, and Schanzenbach (2011)
to estimate causal effects of participation during pregnancy on infant health
and, in a later study (Hoynes, Schanzenbach, and Almond, 2016) to inves-
tigate the effects on adult health of the availability of food stamps at dif-
ferent points in childhood. The infant health study found that food stamp
availability reduced the incidence of low birth weight—a result similar to
one found in a more recent study of birth weight surrounding changes in
rules for immigrant eligibility for food stamps beginning in the mid-1990s
(East, 2016). In a related paper using the same policy variation, East (2018)
nds that more exposure to SNAP at ages 0 to 4 leads to a reduction in
poor health and school absences in later childhood. Using variations in the

3 A look at the long-term impact of program participation in childhood on adult health re-
quires that the affected cohorts be followed for decades. A caveat with any such study is that
conditions facing children today may be different from those decades ago, hence the effect of
program participation may also differ.
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price of food across areas of the United States, Bronchetti, Christensen, and
Hoynes (2018) nd that increases in the purchasing power of SNAP lead
to improvements in child school attendance and compliance with physician
checkups.

In their 2016 study of possible long-term effects of food stamp cov-
erage in early childhood on health outcomes in adulthood, Hoynes,
Schanzenbach, and Almond focus on the presence or absence of a cluster
of adverse health conditions known as metabolic syndrome. In the study,
metabolic syndrome was measured by indicators for adult obesity, high
blood pressure, diabetes, and heart disease. Scores on these indicators of
emerging cardiovascular health problems increased (grew worse) as the
timing of the introduction of food stamps shifted to later and later in
childhood (see Figure 3-4). The best adult health was observed among indi-
viduals in counties where food stamps were already available when these
individuals were conceived. Scores on the index of metabolic syndrome
increase steadily until around the age of 5.

It is impossible to determine the extent to which the adult health bene-
ts of food stamp availability in very early childhood were generated by the
nutritional advantages of the extra spending on food or by the more general
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FIGURE 3-4 Impact of food stamp exposure on metabolic syndrome index at age
25 and above.
SOURCE: Adapted from Hoynes, Schanzenbach, and Almond (2016).
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increase in economic resources freed up for spending on other family needs.
And while these studies of the food stamp rollout offer the best available
evidence of the long-term effects of food bene ts, the food landscape facing
Americans has arguably changed a great deal since that period.

Another possible cause of health bene ts is the fact that SNAP bene ts
appear to cushion unexpected changes in household income: Both Blundell
and Pistaferri (2003) and Gundersen and Ziliak (2003) show that the SNAP
program substantially reduces the volatility of income.

CONCLUSION 3-5: The Supplemental Nutrition Assistance Program
has been shown to improve birth outcomes as well as many important
child and adult health outcomes.

Housing Subsidies

By reducing housing costs, housing subsidy programs can provide a
substantial transfer of economic resources to recipient households. The
main types of assistance available are public housing, voucher-based
rental assistance under the Housing Choice Voucher (formerly called Sec-
tion 8) Program, and subsidized privately owned housing, including the
Low Income Housing Tax Credit (Olsen, 2008). All three programs aim
to limit the housing expenses of low-income households to 30 percent of
their income.

Given their large size and the length of time they have been operating,
it is surprising that relatively little research has been conducted concerning
the impacts on children of the in-kind resources these programs provide
(Collinson, Ellen, and Ludwig, 2015). Some of the best-known studies of
housing vouchers—the Moving to Opportunity demonstration is the best
known example—involve offering housing vouchers to families that are
already living in subsidized public housing. And even when studies compare
households receiving housing subsidies with those receiving no housing
assistance, it is dif cult to separate the bene ts to children that stem from
improved housing quality occasioned by program bene ts from the bene ts
they experience due to the freeing up of their families’ economic resources
for spending on other needs.

Nevertheless, whether the resource-enhancing bene ts of housing subsi-
dies improve the well-being of children is best seen in studies that contrast
children in families that do and do not receive housing subsidies. Jacob,
Kapustin, and Ludwig (2015) compare children in families that won the
lottery allocating Section 8 housing vouchers in Chicago with children in
families that lost that lottery. Examining a 14-year period following the
lottery, they nd virtually no differences across a range of outcomes in edu-
cational attainment, criminal involvement, and health care utilization. On
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the other hand, Carlson et al. (2012a, 2012b) study a large group of Section
8 recipients in Wisconsin and nd small positive effects on the earnings and
employment of older children.

A second type of comparison is between children in families that do
and do not receive subsidized public housing units. Currie and Yelowitz
(2000) take advantage of the fact that two-child families with children of
different genders are entitled to larger units and are therefore more likely
to “take up” the program and live in public housing. They nd that living
in public housing reduced the probability that boys would be held back in
school and, as well, improved the family’s housing quality.

In the case of public housing demolitions, children whose families were
displaced from soon-to-be demolished public housing and given housing
vouchers may be compared with children living in the same housing proj-
ects whose units were not demolished. Since both groups received hous-
ing subsidies, the contrast does not involve large differences in economic
resources provided by housing subsidies. Jacob (2004) nds no differences
in the school achievement of the two groups. Using longer-run data, Chyn
(2018) nds improvements in the affected children’s labor-market out-
comes, namely that young adults who were relocated to less disadvantaged
neighborhoods were more likely to be employed than those who lived in
the public housing that was not demolished.

The housing policy research that has received much interest focuses on
the evaluation of the Moving to Opportunity Program. Moving to Oppor -
tunity was a large-scale randomized experiment that provided residents of
public housing projects with either “regular” Section 8 housing vouchers
or with vouchers that could only be used in a neighborhood with a poverty
rate of less than 10 percent (Orr et al., 2003). Those in the latter group also
received assistance to nd a new residence. In addition to the two treatment
groups, a control group of public housing residents remained eligible to stay
in their existing public housing. In this experiment, all three groups received
housing subsidies, but most families in the two treatment groups moved
away from public housing while many in the control group remained.

Focusing rst on the comparison between control-group children and
children in families receiving the conventional housing vouchers (which
were renamed Housing Choice Vouchers during the intervening period),
Gennetian and colleagues (2012) nd no differences across a range of
schooling, health, and behavioral outcomes measured 10 to 15 years after
the study began. The longer-run examination of college and labor market
outcomes by Chetty, Hendren, and Katz (2015) also failed to nd statisti-
cally signi cant outcomes, even for those children who were younger (under
age 13) when they entered the study. These results, when combined with
those reported in Jacob, Kapustin, and Ludwig (2015), suggest that these
programs may reduce child poverty but provide little reason to expect that
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expanding the existing Housing Choice Voucher Program would lead to
better child and youth outcomes.

However, some children in Moving to Opportunity families who
received vouchers that could only be used if they moved to lowsoverty
neighborhoods did have better outcomes. When compared with their
control-group counterparts, female (but not male) youth experiencedoetter
mental health outcomes (Gennetian et al., 2012). Chetty, Hendren, and
Katz (2015) focus on children who were younger than age 13 when their
families moved to lower-poverty neighborhoods and nd that children who
moved to lower-poverty neighborhoods through Moving to Opportunity
acquired more education and, as adults, earned more and were less likely
to be receiving disability or welfare payments. No such bene ts were found
for older youth, a result also found in Oreopoulos’s (2003) study of families
moving into public housing in more advantaged and less advantaged parts
of Toronto.

CONCLUSION 3-6: Evidence on the effects of housing assistance is
mixed. Children who were young when their families received housing
bene ts enabling them to move to low-poverty neighborhoods had
improved educational attainment and better adult outcomes.

Medicaid

Controversy over the Medicaid expansions included in the Affordable
Care Act has obscured public understanding of the sheer scale of the earlier
expansions of public health insurance for pregnant women, infants, and chil-
dren. In 2009, 45 percent of all births in the United States were covered by
public health insurance (Markus et al., 2013). Between 1986 and 2005, the
share of children eligible for Medicaid/Children’s Health Insurance Program
(CHIP)* increased from a range of 15 to 20 percent of children (depend-
ing on the age group) to a range of 40 to 50 percent of children (Currie,
Decker, and Lin, 2008). Because the Medicaid expansions were phased in in
a staggered way, they have created natural experiments in the value of health
insurance for low-income people.

Currie and Gruber (1996a) show that the 30 percent increase in the eli-
gibility of pregnant women during the 1980s and early 1990s was associated
with a 7 percent decline in the infant mortality rate. The roughly 15 percent
increase in Medicaid eligibility for children that occurred over the same
period reduced the probability that a child went without any doctor visits
during the year by 9.6 percent (Currie and Gruber, 1996b). Aizer (2007)

4 CHIP was signed into law in 1997. See https://www.medicaid.gov/about-us/program-
history/index.html for more information about its history.
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and Dafny and Gruber (2005) nd that increases in eligibility for Medicaid

as well as in Medicaid enrollments reduced preventable hospitalizations
among children, also indicating that those children gained access to necessary
preventive care. Collectively, these results suggest that as many as 6 million
children gained access to basic preventive care as a result of the Medicaid
expansions. (See Howell and Kenney, 2012, for a review of research studies.)

Several recent papers look at the long-term effects of the expansions of
child Medicaid coverage (Brown, Kowalski, and Lurie, 2015; Cohodes et
al., 2016; Currie, Decker, and Lin, 2008; Miller and Wherry, 2018; Wherry
and Meyer, 2015; Wherry et al., 2015). These studies all show that cohorts
who received Medicaid coverage in early childhood are more likely to work,
to have higher earnings, to have more education, and to be in better health
in adulthood (using self-reported health, mortality, and hospitalization rates
as outcomes) than cohorts who were not covered by the Medicaid/CHIP
expansions.

For example, Miller and Wherry (2018) show that early-life access to
Medicaid stemming from these expansions is associated with lower rates
of obesity and fewer preventable hospitalizations in adulthood. Levine and
Schanzenbach (2009) nd long-run effects of Medicaid on child educational
attainment. Examining the performance of different cohorts of children on
the National Assessment of Educational Progress, a nationally representa-
tive assessment of U.S. students’ knowledge and ability in various subject
areas, they nd higher scores in states and cohorts where larger numbers of
children were covered at birth. East and colleagues (2017) nd that women
who were covered by Medicaid as infants because of the expansions in the
late 1980s and early 1990s have grown into mothers who give birth to
healthier children today.

A few studies use historical data about the staggered rollout of Med-
icaid across the states in the late 1960s to measure its long-term effects.
Goodman-Bacon (2018) notes that regulations mandating Medicaid coverage
of all cash-welfare recipients led to substantial variations across states in
the share of children who became eligible for Medicaid. He nds that after
the introduction of Medicaid, mortality fell more rapidly among infants
and children in states with bigger Medicaid expansions. Among non-White
children, mortality fell by 20 percent. Goodman-Bacon (2016) also looks at
the longer-term effects of these increases in coverage and nds that eligibility
in early childhood reduced adult disability and increased labor supply up to
50 years later. Boudreaux, Golberstein, and McAlpine (2016) also nd that
access to Medicaid in early childhood is associated with long-term improve-
ment in adult health, as measured by an index that combines information on
high blood pressure, diabetes, heart disease, and obesity.

Currie and Schwandt (2016) argue that the expansions in public health
insurance for children have dramatically reduced mortality among poor
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children, and especially among poor Black children. The result is that
socioeconomic inequality in mortality has been falling among children since
1990, even while it has increased for adults. Baker, Currie, and Schwandt
(2017) provide comparisons to Canada and show that while mortality
remains lower in Canada than in the United States at all ages, the child
mortality rate in the United States converged toward the Canadian rate
between 1990 and 2010 following the rollout of public health insurance
for all poor U.S. children.

CONCLUSION 3-7: Expansions of public health insurance for preg-
nant women, infants, and children have generated large improvements
in child and adult health and in educational attainment, employment,
and earnings.

Summary of Studies on the Causal Impact of Poverty

Causal studies of the effect of poverty on later child well-being often
(but not always) nd negative impacts, while causal studies of the impact
of anti-poverty programs on child well-being consistently nd positive
impacts. The general pattern may be summed up by this conclusion:

CONCLUSION 3-8: The weight of the causal evidence indicates that
income poverty itself causes negative child outcomes, especially when
it begins in early childhood and/or persists throughout a large share of
a child’s life. Many programs that alleviate poverty either directly, by
providing income transfers, or indirectly, by providing food, housing,

or medical care, have been shown to improve child well-being.

MACROECONOMIC COSTS OF
CHILD POVERTY TO SOCIETY

The rst element of the committee’s Statement of Task also calls for
a review of evidence on the macroeconomic costs of child poverty in the
United States. Procedures for estimating these costs are very different from
the experimental and quasi-experimental methods adopted in studies of the
microeconomic costs of poverty, reviewed above. Holzer et al. (2008) base
their cost estimates on the correlations between childhood poverty (or low
family income) and outcomes across the life course, such as adult earnings,
participation in crime, and poor health. These correlations come from the
kinds of studies reviewed in this chapter's appendix (Appendix D, 3-1).
Their estimates represent the average decreases in earnings, costs associ-
ated with participation in crime (e.g. property loss, injuries, and the justice
system), and costs associated with poor health (additional expenditures
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on health care and the value of lost quantity and quality of life associated
with early mortality and morbidity) among adults who grew up in poverty.

Holzer and colleagues (2008) reason that these outcomes are costly to
the economy because the overall volume of economic activity is lower than
it would have been in the absence of policies that reduced or eliminated
poverty. Their procedures lead to a very broad interpretation of the causal
effects of childhood poverty—the impacts not only of low parental incomes
but also of the entire range of environmental factors associated with pov-
erty in the United States and all of the personal characteristics imparted by
parents, schools, and neighborhoods to children affected by them.

At the same time, Holzer and colleagues (2008) make a number of
very conservative assumptions in their estimates of earnings and the costs
of crime and poor health. For all three, they subtract from their estimates
the potential “genetic” (as opposed to environmental) component of the
cost® When making calculations, they use those at the lower end of cred-
ible estimates in published studies. The earnings data include only those
workers who are at least marginally in the labor force; data from families
whose household heads are not in the workforce because of incarceration or
disability or for other reasons are not captured, nor are government expen-
ditures related to disability included. Additionally, the authors’ estimates of
the cost of crime include only “street crime” and not other crimes, such as
fraud, and they assume that the cost of police, prisons, and private security
is unchanged as a result of increases in crime due to child poverty. Finally,
they only measure costs related to earnings, crime, and health; there are
probably other societal costs that are not measured. All of these analytic
choices make it likely that these estimates are a lower bound that under
states the true costs of child poverty to the U.S. economy.

The bottom line of the Holzer and colleagues (2008) estimates is that
the aggregate cost of conditions related to child poverty in the United States
amounts to $500 billion per year, or about 4 percent of the Gross Domes-
tic Product (GDP). The authors estimate that childhood poverty reduces
productivity and economic output in the United States by $170 billion per
year, or by 1.3 percent of GDP; increases the victimization costs of crime by
another $170 billion per year, or by 1.3 percent of the GDP; and increases
health expenditures, while decreasing the economic value of health, by
$163 billion per year, or by 1.2 percent of GDP.

McLaughlin and Rank (2018) build on the work of Holzer and col-
leagues (2008) by updating their estimates in 2015 dollars and adding
other categories of the impact of childhood poverty on society. They include

5 Holzer et al. (2008) refer to this as the “possible genetic contributions to the intergener
ational transmission of disadvantage” (p. 45). For example, the authors recognize that genes
can have an important effect on a person’s height, weight, and physical and mental health.
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increased corrections and crime deterrence costs, increased social costs of
incarceration, costs associated with child homelessness (such as sieelter
system), and costs associated with increased childhood maltreatment in
poor families (such as the costs of the foster care and child welfare systems).
Their estimate of the total cost of childhood poverty to society is over
$1 trillion, or about 5.4 percent of GDP. This compares to the approx-
imately 1 percent of GDP constituted by direct federal expenditures on
children (Isaacs et al., 2018).

These calculations do not reveal which anti-poverty programs are likely
to be most effective, nor whether it is sensible to try to reduce poverty in
10 years rather than adopting programs that improve childhood outcomes
over a longer time period. They do make it clear that there is considerable
uncertainty about the exact size of the costs of child poverty. Nevertheless,
whether these costs to the nation amount to 4.0 or 5.4 percent of GDP—
roughly between $800 billion and $1.1 trillion annually in terms of the
size of the U.S. economy in 2018—it is likely that signi cant investment
in reducing child poverty will be very cost-effective over time.
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How the Labor Market,
Family Structure, and Government
Programs Affect Child Poverty

and to provide guidance for the committee’s deliberations on new ini-

tiatives that can reduce child poverty, in this chapter, we discuss how
demographic factors, the labor market and economy, and major govern-
ment assistance programs affect all child poverty in the United States. We
begin with a brief review of the role that demographic factors, particularly
single-parent family structure, play in child poverty, followed by an analy-
sis of employment-related factors. We then focus on a key element of our
statement of task: the structure and role of current federal government
assistance programs as they affect child poverty. We close the chapter with
a comparison of the poverty-reducing impact of assistance programs in the
United States and in the four English-speaking countries whose selection
was discussed in Chapter 2: Australia, Canada, Ireland, and the United
Kingdom.

I n response to the second element of the committee’s statement of task

FORCES THAT SHAPE CHILD POVERTY

Three broad sets of forces affect child poverty: demographics, the
economy and its labor markets, and government policy. Demographic
factors include parental age, education, race, and ethnicity; number of
children in the family; and family structure, such as single or married
parent. For example, older and more educated parents generally command
higher wages, leading to lower levels of family poverty. The presence of two
parents in the household would be expected to reduce poverty because of
higher earnings and the possibility of specialization as one partner focuses
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on work and the other on family responsibilities (Becker, 1981). Addition-
ally, whether it is headed by two parents or one, a household with fewer
children is likely to experience less poverty because of the higher ratio of
potential adult earners to children as well as the fact that the poverty line
is lower for a smaller family. The patterns of child poverty across demo-
graphic groups shown in Chapter 2 are consistent with these expectations.

Labor market factors include the amount of parental work and the
wages earned for every hour worked. Employment and earnings are in u-
enced by secular forces such as macroeconomic growth, labor market forces
such as technological change and globalization, and labor market factors
such as minimum wage levels and unionization, as well as by cyclical forces
such as unemployment.

The third factor is the primary focus of this chapter: government pol-
icies, such as tax and transfer programs. These three broad sets of factors
are not independent of one another. A change in tax or transfer policy, for
example, can affect work patterns and decisions about family structure.

To frame the discussion of the role of these three broad factors, Fig-
ure 4-1 illustrates how child poverty rates have evolved over the last
ve decades (1967 to 2016). The lower line in the gure reproduces the
Supplemental Poverty Measure (SPM)-based poverty trend data shown in
Figure 2-8. Periods of economic downturn are shown as shaded columris.
As discussed in Chapter 2, because some Transfer Income Model, Version 3
(TRIM3) adjustments are unavailable for this entire historical period, the
SPM trend in Figure 4-1 (and throughout this chapter) is not adjusted for
underreporting of government programs?

The upper trend line in Figure 4-1 illustrates what SPM-based child
poverty would have been if market income (but no other source of income)
were counted as family resource§.Market income includes only earnings
and income from savings and investments; it does not include any of the
government tax and transfers that are included in the SPM resource mea-
sure. Importantly, these are “all else equal” poverty rate estimates; these

1 Recession dates are from the National Bureau of Economic Research at http://www.nber.
org/cycles.html.

2 Consistent underreporting adjustments are not possible because TRIM3 data are available
only for years 2012, 2014, and 2015. Consequently, the rates reported here are somewhat
higher than they would be after such adjustments. The gures are drawn from original anal-
yses commissioned by the committee and conducted by Christopher Wimer (2017, October).
The SPM threshold is anchored in 2012 living standards and adjusted back to 1967 using the
Consumer Price Index. The Census SPM threshold is not available for years prior to 2009.

3 Market income was calculated by taking total SPM resources and removing total taxes (tax
credits and taxes paid), SNAP, WIC, School Lunch, LIHEAP, housing subsidies, TANF, SSI,
Social Security, Unemployment Insurance, and a few smaller government insurance payments
such as veterans’ assistance. For more on de nitions of income, see Gornick and Smeeding
(2018).
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FIGURE 4-1 Child poverty rates, before and after taxes and transfers, 1967-2016.
NOTES: The SPM poverty measure is anchored in 2012 living standards, adjusted
back to 1967 using the CPI, and does not adjust for underreporting. Shaded areas
indicate recession periods as determined by the NBER Business Cycles Dating
Committee. SPM market income-based poverty rate includes labor market income
but no other sources of income in its measure of family resources. SPM = Supple-
mental Poverty Measure, CPl = Consumer Price Index, NBER = National Bureau
of Economic Research.

SOURCE: Original analyses commissioned by the committee from Christopher
Wimer (2017).

data assume no change in market income (e.g., no change in labor market
behavior) in response to the unavailability of tax and transfer income. As
we discuss in greater detail below, eliminating pro-work government pol-
icies such as the Earned Income Tax Credit (EITC) could reduce market
income and thereby increase market-based income poverty, while elimi-
nating means-tested transfers such as food stamps (SNAP) could have the
opposite effect.

Figure 4-1 shows that poverty is strongly related to the economy and
business cycles, falling during periods of economic growth and rising during
recessions and often for another year or two after the of cial end of
a downturn. Many studies document this inverse relationship between
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unemployment rates and poverty* It is clear from the trends shown in
Figure 4-1 that market-income poverty is more cyclical than SPM poverty.
Indeed, Figure 4-1 reveals that the Great Recession led to a 3.4 percentage
point increase in market-income poverty (between 2008 and 2010), while
SPM poverty fell slightly (by 0.2 percentage points). As discussed later in
this chapter, this suggests that the tax and transfer programs included in
SPM calculations were very successful at mitigating the negative impacts
of the economic cycle on child poverty (Bitler and Hoynes, 2010; Bitler,
Hoynes and Kuka, 2017; Blank, 1989; Blank and Blinder, 1986; Cutler and
Katz, 1991; Freeman, 2001; Gunderson and Ziliak, 2004; Hoynes, Page,
and Stevens, 2006; Meyer and Sullivan, 2011).

More generally, Figure 4-1 shows that there is no clear secular, long-
term trend in market-income-based child poverty: Child poverty rates based
solely on market income have improved only slightly over the 50-year
period, falling from 27.4 percent in 1967 to 25.1 percent in 2016. This lack
of improvement is particularly notable given that general living standards,
as indicated by per-capita Gross Domestic Produce (GDP), more than dou-
bled between the late 1960s and today. Holding other factors constant,
market-income-based poverty rates should have fallen substantially if the
improved economy had indeed boosted the nancial situation of people
living in poverty.

The lack of long-term declines in market-based poverty also implies
that policy changes since the 1990s that were aimed at reducing poverty by
increasing work and earnings—including the welfare reform of the 1990s,
the EITC, and expanded access to child care, to name three changes—have
not reduced child poverty rates, on net and in combination with changes
in the economy. Disentangling the effects of these policy changes from
changes in the economy over the period is dif cult. To take one of these
policy changes as an example, what evidence we have on 1990s welfare
reform shows that it did have some short-term effects in reducing poverty
rates and thus made a contribution to the decline in market-based poverty
in the second half of the 1990s, as shown in Figure 4-1 (see Chapter 7 for
a discussion of this evidence). However, the lower SPM child poverty rate
in 2015 compared to that in 1996, for example, is almost entirely due to
an increase in tax credits and transfers, not due to an increase in work and
earnings.

4 Bitler and Hoynes (2010, 2015); Bitler, Hoynes, and Kuka (2017); Blank (1989, 1993);
Blank and Blinder (1986); Blank and Card (1993); Cutler and Katz (1991); Freeman (2001);
Gunderson and Ziliak (2004); Hoynes, Page, and Stevens (2006); Meyer and Sullivan (2011).

5 Recent work by Bitler, Hoynes, and Kuka (2017) documents this using data from 2000
to 2014.

6 See data provided by the Federal Reserve Bank of St. Louis, at https:/fred.stlouisfed.org/
tags/series?t=gdp%3Bper+capita.
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CONCLUSION 4-1: Despite economic growth over the past half cen-
tury, child poverty rates calculated using only labor market income
have remained high—ranging between 22 and 32 percent.

Many aspects of children’s demographic circumstances have under
gone dramatic changes in the past four or ve decades (Social Capital
Project, 2017). For example, among children whose mothers had lower
levels of education, the share of those living with a married parent has
declined sharply (see Figure 4-2). Trends in women’s educational attainment
(Appendix D, Figure D4-2) and fertility (Appendix D, Figure D4-3) show
that there has been a steady increase in attainment since 1962 as well as
a steady decrease in fertility among women overall since 1976. Linking
some of these demographic changes to child poverty, we would expect the
increasing incidence of single parenthood to push up rates of child poverty,

FIGURE 4-2 Share of children with married parents, 1975-2015.

NOTES: Calculations based on Current Population Survey Annual Social and Eco-
nomic Supplement 1976-2016. Data are restricted to mothers ages 25-54.
SOURCE: Adapted from Hoynes and Schanzenbach (2018).
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while the increase in maternal education and the reduction in the number
of children should lower them.”

There have also been important changes in the parental connections to
the labor market. Large numbers of both single and married mothers have
joined the workforce since 1975 (see Figure 4-3). The increase in employ-
ment among single mothers was particularly dramatic in the 1990s, and was
accompanied by a rise in the amount of the EITC and in other work sup-
ports in the wake of welfare reform.2 Male employment, on the other hand,
trended downward over this period (Appendix D, Figure D4-1). The increase
in employment among single parents, particularly between the early 1990s
and 2000, would also be expected to reduce child poverty over that period.

A number of studies have used a “what-if” approach to distinguish
between the roles of demographic factors and the labor market in explain-
ing trends in the Of cial Poverty Measure (OPM). Using poverty rates
across different subgroups, such as married/single-parent families or work-
ing/nonworking parents, these decomposition studies calculate how overall
child poverty rates would have changed if each group had experienced the
observed poverty trend but the overall composition of the population (e.g.,
the share of children living with a single parent) had not changed. This
approach is distinct from asking “does family structure matter” at any
given point in time, and instead seeks to understand which factors explain
changes in poverty over time.

Decomposition studies based on data from before the mid-1990s gener
ally nd that changes in family structure, most notably the increase in single
parenthood, explain a large share of the observed increase in child (of cial)
poverty between the 1970s and the mid-1990s (Danziger and Gottschalk,
1995; Lerman, 1996). After the employment of single mothers began to
rise in the early 1990s, however, their families’ exposure to labor market
uctuations began to increase. The decomposition studies applied to poverty
trends beginning in the 1990s have found that changes in employment, rather
than in family structure, are the most important factor in explaining recent
(of cial) poverty trends (Cancian and Reed, 2009; Chen and Corak, 2008;
Lichter and Crowley, 2004; Nichols, 2013). This does not mean that family
structure has no in uence on child poverty, but rather that changes in family
structure do not explain changes in child poverty during this later time period.

The shifting in uence of family structure versus employment is evi-
dent in Nichols’ (2013) analyses of data spanning the period from 1975

7 Because of rising educational attainment among women (Appendix D, Figure 4-2) the
composition of women in lower-education groups is changing over time. This should be kept
in mind when examining trends for various low-education groups over time as in Figure 4-2.

8 Since 2000, the labor force participation of single mothers has been nearly identical to that
of childless women (Black, Schanzenbach, and Breitwieser, 2017; not shown in Figure 4-3).
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FIGURE 4-3 Share of children with a working mother, 1975-2015.

NOTES: Calculations based on the Current Population Survey Annual Social and
Economic Supplement 1976-2016. Data are restricted to mothers ages 25 to 54.
SOURCE: Adapted from Hoynes and Schanzenbach (2018).

to 2011. Nichols (2013) nds that a large fraction of the trend in child
(of cial) poverty between 1975 and 1993 is explained by changes in family
structure (single parenthood, number of family members, multigenerational
households) and age, while trends in child poverty between 1993 and 2011
are largely explained by increases in employment. This nding holds true
for different subgroups of children, including White, Black, and Hispanic
children (Appendix D, Figure D4-4). For example, Nichols (2013) shows
that for White children, changes in family structure (and age of children)
account for 85 percent of the actual change in child poverty between 1975
and 1993, and that changes in employment account for over 70 percent of
the change between 1993 and 2011. Among Black children, the role of fam-
ily structure was particularly important in the early period, explaining more
than all of the actual increase in child poverty between 1975 and 1993.

9 Baker (2015) reaches a similar conclusion using a different approach, one that focuses on
the changing associations between work, marriage, and poverty over time. Her work shows
that the magnitude of the negative association between marriage and child poverty has de-
clined, while the positive association between work and child poverty has increased.
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CONCLUSION 4-2: The decline in two-parent family structure is
the single biggest factor associated with the increase in child (of cial)
poverty between the mid-1970s and the early 1990s. However, child
poverty has fallen since the early 1990s, despite continuing increases
in single parenthood. This more recent decline in child poverty is most
strongly associated with increases in maternal employment.

To further explore the role of the labor market, the economy, and
employment in explaining trends in poverty, Chen and Corak (2008) under
take a decomposition to examine the comparative roles of employment
and earnings. They nd that between 1991 and 2000, labor market factors
reduced poverty. More than one-half of that reduction stemmed from the
mother’s annual earnings (conditional on work), with the remainder of the
effect split between the employment status of the father (20%), the employ-
ment status of the mother (17%), and the annual earnings of the father (less
than 10%). That is, almost 70 percent of the reduction in poverty owing
to labor market effects during the 1991-2000 period resulted from the
increased employment and earnings of mothers.

Figure 4-4 provides a summary of the broader trends in earnings, plot-
ting real median weekly wages between 1963 and 2012 for women working
full time throughout the year, by education level (Autor, 2014). The 1963
earnings of each group serve as the baseline as the graph tracks the ratio
of earnings in a given year relative to 1963 earnings. Women with no more
than a high school education experienced much slower wage growth than
women with more schooling. (The in ation-adjusted earnings of men with
low levels of schooling, as shown in Appendix D, Figure D4-5, were actu-
ally lower at the end of the period than at the beginning.)

Beginning in the early 1980s, the wage patterns fan out and re ect
increasing wage inequality across education level. In the 5 years follow-
ing 2012 (after the end of the series in Figure 4-4), in ation-adjusted wages
started to increase, showing real gains for the lowest quintile of workers.
This growth resulted from both continued recovery from the recession
and increases in state minimum wages (Shambaugh et al., 2017). The
main forces in the economy that have contributed to wage stagnation for
low-skilled workers and higher wages as skills increase include skill-biased
technological change (Juhn, Murphy, and Pierce, 1993; Katz and Murphy,
1992), globalization (Autor, Dorn, and Hanson, 2013), the decline in

10 This fanning out is even more dramatic if we include weekly wages for those with educa-
tion beyond a college degree (Autor, 2014). Note, however, that the share of workers with a
high school degree or less has declined over this time period, which may affect the composition
of the group with low levels of education over time.
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FIGURE 4-4 Changes in median weekly earnings of full-time, full-year female
workers, 1963-2012.

NOTES: Data for other education levels and for men are contained in the chapter
appendix. Conversion to real 2012 dollars using CPI-U-Research Series.
SOURCE: Autor (2014).

unions (Farber et al., 2018), and the decline in the real value of the federal
minimum wage (Autor, Manning, and Smith, 2016).

CONCLUSION 4-3: The earnings of more highly skilled workers have
grown substantially in the past 50 years. By contrast, the earnings of
men with a high school education or less have stagnated or declined
since the early 1970s, and the earnings of women with a high school
education or less have stagnated since 2000. Because the large major
ity of poor parents have completed less schooling than higher-income
parents, this stagnation has meant that market income has not reduced
child poverty over this period as much as it might otherwise have.
Moreover, the stagnation of annual earnings for lower-skilled mothers
has been among the most important factors in slowing the decline in
market-based child poverty over the last two decades.
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THE CHANGING ROLE OF GOVERNMENT
TAXES AND TRANSFERS

The divergence between the 50-year child poverty trend based on a
market-income measure and that based on the SPM measure, which is illus-
trated in Figure 4-1, underscores the increasing importance of government
taxes and transfers in reducing child poverty. In this section, we detail the
changing role of such taxes and transfers in reducing poverty. The section
begins with a brief description of trends in federal spending on children and
a review of major changes in policy during this period. This is followed by
an analysis of the effects of government tax and transfer policy, based on
an examination of the difference between trends in market-income child
poverty rates and SPM child poverty rates.

Drawing on Isaacs et al. (2018), Figure 4-5 shows the trend between
1960 and 2017 in in ation-adjusted federal spending on programs that ben-
e t children, most of which are counted as income in the SPM-based pov-
erty measure (see also Appendix D, Table 4-1) The eight-fold growth in
real spending between 1960 and 2010 is striking, and it is many times larger
than the 15 percent increase in the number of children in the population.

It is little wonder that the trend in child SPM poverty, which is based
on a conception of resources that subtracts taxes paid, adds tax credits
such as the EITC and includes income from transfer programs such as the
Supplemental Nutrition Assistance Program (SNAP) depicted in Figure 4-1,
diverges steadily from the market-income-only poverty trend, especially
after 1980. In 1960, spending was largely limited to cash assistance from
the Aid to Families with Dependent Children (AFDC) and Social Security
programs. The next ve decades saw the introduction or expansion of major
programs bene ting children. Food stamps (now called SNAP) and Med-
icaid—two major in-kind bene t programs serving children in low-income
families—were rolled out in the 1960s and 1970s. Supplemental Security
Income (SSI) was also introduced during this period; originally, the program
provided cash benets for low-income disabled and elderly individuals.
Now the program also serves children meeting disability requirements.

Transfer programs changed markedly in the 1990s with the expansion
of the EITC as well as federal welfare reform (in 1996), which eliminated
the entitlement of cash welfare. The Child Tax Credit was introduced in

11 This includes cash transfers, nutrition programs (SNAP, WIC, and child nutrition pro-
grams), public housing bene ts, tax credits, and other child-related tax bene ts. Medicaid
spending on children is also included in Figure 4-5 but is not counted in calculating SPM-
based poverty.
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FIGURE 4-5 Total federal expenditures on children, 1960-2017.
NOTE: In billions of 2017 dollars.
SOURCE: Isaacs et al. (2018, Table 3).

1997 and then expanded in the rst decade of the 200052 The spending
decline between 2010 and 2016 was largely due to the decrease in transfers
during the economic recovery that followed the Great Recession, coupled
with the fact that no major new program initiatives directed at children
were introduced or expanded during this period.

A comparison of Figure 4-1 and Figure 4-5 reveals that secular SPM
poverty trends track expenditure patterns quite closely. In the late 1960s,
the net effect of government transfers and the tax system was to increase
poverty—on balance, the poor paid more in taxes than they received in
bene ts. In later decades, however, the bene ts paid through the tax system
have continued to grow; for example, between 1980 and 2000 there was a
10-fold increase in the in ation-adjusted value of refundable tax credits (see
Appendix D, Table 4-1). Those bene ts, combined with bene ts received

12 Spending on Medicaid (for children) and the State Child Health Insurance Program
expanded dramatically between 1980 and 2000 as a result of federal and state legislation
(Gruber, 2003). But these expansions affect SPM poverty only through their effects on out-
of-pocket medical expenses. In Chapter 7 we discuss possible changes to the SPM to better
capture the resources provided through public insurance.
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through income-tested programs, have been the major factor driving rates
of SPM-based poverty as low as they are today.

While market-income poverty rates fell by 8 percentage points between
1993 and 2000, it is also apparent that the booming economy during
that period played a substantial role in the 10-percentage point decline in
SPM poverty rates over this period. But government policy changes during
this period, which included the expansion of the EITC (1994-1996) and
federal welfare reform (passed in 1996), also mattered. Indeed, it is the
combination of the EITC expansion, welfare reform, and a strong labor
market that contributed to a dramatic increase in employment for single
mothers (Blank, 2006; Blank and Haskins, 2001; Grogger, 2003; Meyer
and Rosenbaum, 2001, refer to Figure 4-3) and a consequent reduction in
market-income and SPM poverty.

The role of policy in reducing poverty over and above labor-market
earnings began to grow again in 2000, owing mainly to the introduction
and expansion of the Child Tax Credit (Hoynes and Rothstein, 2017) and
the expansion in eligibility for SNAP (Ganong and Liebman, 2013). Figure
4-1 also shows that government bene ts effectively cushioned families from
the effects of the Great Recession, since market-income-based poverty rates
increased sharply between 2008 and 2010 but SPM-based poverty, which
includes transfers, actually fell slightly. SNAP gured prominently as a
source of countercyclical income protection during this period, as did tem-
porary measures contained in the 2008 and 2009 stimulus packages (Bitler
and Hoynes, 2016; Bitler, Hoynes, and Kuka, 2017).

In the nal stage of this historical period—from 2011 to 2016—the
combination of expanding employment and added work hours for those
already employed pushed market-income-based poverty down sharply for
families with children. The effects of refundable tax credits and SNAP were
also substantial; for most low-income families with children, work alone was
not enough to lift them out of poverty (Hardy, Smeeding, and Ziliak, 2018).

Children in all three of the largest racial/ethnic groups (Whites, Blacks,
and Hispanics) have experienced declines in market-income poverty rates
over the past 50 yearst? This is evident in Appendix D, Figures D4-6, D4-7,
and D4-8, taken from Wimer (2017), which show market-income and
SPM-income child poverty rates from 1967 to 2016. Children in all three
groups have also experienced larger declines in SPM poverty rates than

13 These declines are larger than the overall decline in market child poverty rates shown in
Figure 4-1 because the demographic composition of American children has changed; the share
of White children has decreased and the share of those at greater risk for poverty has grown.
Put another way, the changing racial/ethnic composition of American children obscures long-
term progress within all three racial/ethnic groups.
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in market-income poverty rates, and this difference has become especially
large in the past 15 years.

Similarly, poverty rates have declined over this period for children
regardless of family composition. Appendix D, in Figures D4-9, D4-10,
and D4-11, also taken from Wimer (2017), shows market-income and SPM
child poverty rates from 1967 to 2016, separately for single, cohabiting,
and married parents. Although both market-income and SPM poverty
rates are quite different for these three groups—highest for single parents
and lowest for married parents—all three groups show similar trends, with
a particularly large decline in SPM poverty for single-parent families. In
short, from 1993 onwards the tax and transfer system was increasingly
effective at reducing child poverty rates for all racial/ethnic groups and all
family types, with especially large effects during the 2000-2016 period.

CONCLUSION 4-4: Government tax and transfer programs reduced
the child poverty rate, de ned by the Supplemental Poverty Measure
(SPM), modestly between 1967 and 1993, but became increasingly
important after 1993 because of increases in government bene ts tar
geted at the poor and near poor. Between 1993 and 2016, SPM poverty
fell by 12.3 percentage points, from 27.9 to 15.6 percent, more than
twice as much as market-income-based poverty.

Figure 4-6 depicts the trends in deep child poverty (below 50 percent
of the poverty line) based on market-income poverty and on SPM poverty.
Like market-income poverty drawn at the 100 percent SPM line, market-
income-based deep poverty is cyclical, rising in economic downturns and
falling when the economy expands. Although there was a dramatic decline
in SPM poverty (refer to Figure 4-1), less progress was made in reducing
SPM deep poverty over this period** In 1967, 8.2 percent of children
were in deep SPM poverty, compared with 4.5 percent in 20165 A large
reduction was observed between 1967 and 1974, when AFDC bene ts
were increased and the Food Stamp Program was introduced, and again
in the late 1990s because of a strong labor market, welfare reform, and
the expansion of the EITC. There has been almost no net change in the
deep poverty rate since that time. The impact of government programs
on deep poverty (as measured by the difference between market-income
deep poverty and SPM deep poverty) declined substantially in the 1990s,

14 Some of this lack of progress ghting SPM poverty may re ect the rising rates of under
reporting in the Current Population Survey (Meyer and Mittag, 2015; Meyer, Mok, and
Sullivan 2009).

15The 5.0 percent rate of deep poverty differs from the 2.9 percent rate presented in Chapter
2 because it does not re ect adjustments for underreporting. It has proved impossible to make
a consistent set of underreporting adjustments across the entire 1967-2016 period.
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FIGURE 4-6 Rates of deep child poverty (< 50% SPM) before and after taxes and
transfers, 1967-2016.

NOTE: The SPM poverty measure is anchored in 2012 living standards, adjusted
back to 1967 using the Consumer Price Index, and does not adjust for underreport-
ing. SPM market income-based poverty rate includes labor market income but no
other sources of income in its measure of family resources.

SOURCE: Original analyses commissioned by the committee from Christopher
Wimer (2017).

following welfare reform and the drop in cash assistance. In 1993, the tax
and transfer system reduced deep poverty by 12 percentage points (from
19% for market-income deep poverty to 7% after taxes and bene ts), and
in 2000 it lowered deep poverty rates by only 7 percentage points. During
the Great Recession, market-income deep child poverty rose sharply, but
the safety net fully offset that increase.

A major shift occurred in the 1990s, as cash assistance declined (because
of welfare reform) and work-dependent assistance (the EITC and, later, the
Child Tax Credit) increased. Since about 2000, federal spending on the non-
working poor and the deep poor has remained stable or increased modestly;
in contrast, spending on the working poor and those above the level of deep
poverty has increased more substantially. Overall, then, spending has shifted
away from the nonworking/deep poor and toward the working poor (Hoynes
and Schanzenbach, 2018; Mof tt, 2015; Mof tt and Pauley, 2018).
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Moreover, since the Great Recession the poorest individuals have expe-
rienced a sharp drop in support as temporary expansions of programs like
SNAP expired, returning almost to pre-recession levels. The trend toward
spending more on the working poor and proportionately less on the non-
working/deep poor has therefore continued to widen since the Great Reces-
sion (Mof tt and Pauley, 2018).

An examination of near poverty among children—drawing the poverty
line at 150 percent of the SPM poverty line—shows a remarkable decline
in SPM near poverty over the period in question. As shown in Figure 4-7,
SPM near poverty fell from nearly 60 percent in 1967 to 36 percent in
2016. However, a comparison of market-income near poverty and SPM
near poverty reveals a very different picture of the impacts of the tax
and transfer system. Taxes (net of transfers) on the near poor exceeded
government bene ts during most of the past 50 years, and this pushed the
rates of SPM-based near poverty for childrerabove the near-poverty rates

” ” N ”
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FIGURE 4-7 Rates of child near poverty (< 150% SPM) before and after taxes and
transfers, 1967—-2016.

NOTE: The SPM poverty measure is anchored in 2012 living standards, adjusted
back to 1967 using the Consumer Price Index, and does not adjust for underreport-
ing. SPM market income-based poverty rate includes labor market income but no
other sources of income in its measure of family resources.

SOURCE: Original analyses commissioned by the committee from Christopher
Wimer (2017, October).
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based solely on market income. The gap between the two rates narrows
in the mid-1990s with the expansion of the EITC, and again in 1997 and
2000 with the introduction and expansion of the Child Tax Credit. During
the Great Recession, market-income near poverty increased sharply, and
the safety net partially offset this increase. By the end of the period, the
fraction of children with total family resources below 150 percent of SPM
poverty was nearly identical to rates based solely on market income, which
suggests that, on balance, taxes and transfers had little net impact on the
near-poverty thresholds among children.

CONCLUSION 4-5: Increasingly, anti-poverty programs have been
geared toward working families. Increased government bene ts have
been less effective at reducing deep poverty (below 50% of the Sup-
plemental Poverty Measure [SPM]) than at reducing poverty (100%
of SPM), because fewer employment-based program bene ts reach
very low-income families with children. In the case of near poverty
(income less than 150% of SPM), the net impact of government taxes
and transfers on market income is now neutral, rather than negative,
thanks to the expansion of work-based bene ts for families above the
100 percent poverty line.

CHILD-RELATED INCOME
TRANSFERS AND TAX BENEFITS

In this section, the committee addresses a key element of the statement
of task: to provide an analysis of the poverty-reducing effects of the cur
rent set of major assistance programs directed at children and families in
the United States. We begin with an overview of these programs and then
analyze how child poverty rates in 2015 would have changed in the absence
of each of these programs.

Although programs like SNAP and Temporary Assistance to Needy
Families (TANF) may be among the most visible federal programs for
children in low-income families, they are not the largest child-focused pro-
grams. The most comprehensive recent accounting of federal expenditures
on all children is provided by Isaacs et al. (2018) and summarized in Fig-
ure 4-8 for 2017.%8 It includes programs supported by federal budget expen-
ditures as well as “spending” programs that take the form of tax reductions
bene ting families with children. Some of the programs, most notably the
dependent tax exemption, the deduction for employer-sponsored health

16 Only bene ts or services provided either entirely or in some portion directly to children
were counted. For bene ts such as Medicaid and SSI that serve different age groups, the
authors calculated the percentage of expenditures that goes to children (Isaacs et al., 2018).
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FIGURE 4-8 Value of federal spending outlays and tax reductions with the highest
expenditures on children, 2017 (in billions of dollars).

NOTES: Amounts in 2017 dollars. EITC = Earned Income Tax Credit, SNAP =
Supplemental Nutrition Assistance Program, CHIP = Children’s Health Insurance
Program, TANF = Temporary Assistance for Needy Families, SSI = Supplemental
Security Income.

SOURCE: Isaacs et al. (2018).

insurance, and (to a lesser extent) the Child Tax Credit, provide consider
ably more bene ts to middle- and high-income families with children than

to poor families. Accordingly, they are less likely than bene ts targeted
toward the low-income population to reduce child poverty. Indeed, Isaacs
et al. (2018) estimates that more than one-third (37%) of federal expen-
ditures directed at children go to programs such as the Child Tax Credit

Copyright National Academy of Sciences. All rights reserved.



A Roadmap to Reducing Child Poverty

114 A ROADMAP TO REDUCING CHILD POVERTY

and income tax exemption for children, which do not restrict bene ts to
families with low incomes.

The Medicaid program, with expenditures of nearly $90 billion
directed at children, is the federal program that spends the most on chil-
dren. In 2017, low-income children received not only $90 billion in federal
Medicaid payments, but also $15 billion from the government through the
Children’s Health Insurance Program (CHIP), which provides health insuf
ance to children through Medicaid as well as separate programs negotiated
by states with the federal government. Total federal spending for health
insurance for all children (including the $23 billion in tax expenditures
for the deductibility of employer-provided health insurance, most of which
bene ts children in middle- and higher-income families) amounts to $128
billion. This amount represents 23 percent of all federal expenditures on
children. Despite the crucial importance of health care spending for the
future development of poor children, this spending has virtually no impact
on SPM-based poverty because of the ways in which SPM-based poverty is
de ned (see Chapters 2 and 7)./

The second-, third-, and fourth-largest expenditures on children relate
to provisions in the federal income tax: the EITC, the Child Tax Credit, and
tax exemptions for dependent children living in a household (Isaacs et al.,
2018). At $60 billion, the EITC is the largest of the three. Although avail-
able only to families with earned income, the EITC is refundable, so when
a family’s income is too low to generate tax obligations, the family receives
a refund from the IRS. In 2017, a single mother with two children who
earned between $14,040 and $18,340 (a range that includes the earnings of
a full-time, full-year minimum wage worker) would receive the maximum
credit of $5,616.18 For the 2016 tax year, the average EITC for a family
with children was $3,176.1° The EITC is not without aws, however;
Box 4-1 describes issues pertaining to noncompliance and overpayments.

The Child Tax Credit ($49 billion; refer to Figure 4-8) is a partially
refundable tax credit for each child a working family is allowed to claim.
Prior to the 2018 tax reform, the credit amounted to $1,000 per child;
the 2018 reforms doubled that amount?® The Child Tax Credit provides
important bene ts to some low-income families with children, but a sub-
stantial share of its federal funding goes to families much higher in the

17 See Chapter 9 for recommendations for incorporating public health insurance expendi-
tures into the poverty measure.

18 See https://www.irs.gov/credits-deductions/individuals/earned-income-tax-credit/eitc-
income-limits-maximum-credit-amounts for 2017 EITC limits.

19 See https://www.cbpp.org/research/federal-tax/policy-basics-the-earned-income-tax-credit.

20 For more information about the 2018 reforms, see https://www.irs.gov/newsroom/
whats-new-with-the-child-tax-credit-after-tax-reform.
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BOX 4-1
7KH (DUQHG ,QFRPH 7D[ & UHGLW (|7&
Reducing Noncompliance and Overpayments

Administered through the tax system, the EITC provides low- and
PR G H U D W H ZIRQUMRZPLDK D VEKH Q HSAHW L J IR G F H Q VE RYINGH
crease income, and reduce poverty. Despite its success and low administrative
cost, there are ongoing problems with compliance and enforcement, which stem
IURRYHUFODRWIKBHQHAW
%DVR@PXGLWBUHWAXURWKH 2 SHULRGHFHQWHUQDO
Revenue Service (IRS) study found that between 43 and 50 percent of tax returns
with an EITC claim and between 28.4 and 39.1 percent of all claimed EITC dollars
were overclaims (Internal Revenue Service, 2014). This form of noncompliance
JHQHUDO@MW RRDWHJIRPUIVHFO DERLOQ®QBQVUHSRQWR QB
on tax returns.
Opinions vary as to why noncompliance occurs and whether it is a matter of
taxpayer error or fraud. The rules governing the EITC are complicated, particularly
with regard to its residency requirement. In light of the complexity of family living
situations (divorced or separated parents, multigenerational families living in the
same household, moves from one home to another, etc.), there can be confusion
as to who has the right to claim a child and misreporting of qualifying children
*UHHQVWHEZQ BN GD U U +R\QHWQBRWKVWHLQ
Misreporting of income—although it is more common than the misclaiming
of children—accounts for a smaller share of overpayment dollars. Most incorrect
income reporting can be traced to self-employed taxpayers, suggesting that some
A O HPUDME HJ H S R LKW I RHQUF R RAHK/VGK B F W XHDEDUDQ KA GWIRID [-
LPLMKH H@&KWM VWWI\H G FCDQED H ] 5HFWRU 6DH]
7KH560 D FHNY'I R U F HPAHVQRARABIG/G\UPIR VRAW KHRQFRPSOLDQFH
and overpayment problems. While it has the authority to audit the EITC, since
W KB-H Q HAOM | X Q G EDESE D\ R XRWL O O R BE@RD GID B\ DEH | RIUWM
has a chance to verify the accuracy of the income reported on returns with EITC
FODLBMFWRU $QGHYVSHWRUWRWY X MK, 6Z L WIR UW R R\OR/
reduce EITC overpayment, its limited authority to correct erroneous claims when
tax returns are processed remains a major barrier to reducing improper pay-
ments. Owing to limited resources, the IRS is also unable to address erroneous
claims despite having devised methods for reducing overpayments (Greenstein,
:DUZLBRGDUU

income distribution.?! In the case of the tax exemption for dependent

21 The refundable portion of the Child Tax Credit (CTC), known as the Additional Child
Tax Credit (ACTC), is limited to 15 percent of earned income above $3,000. Here we refer to
the combined CTC and ACTC simply as the CTC. In 2017, the $1,000 credit was phased out,
starting at incomes of about $80,000 and $120,000 for single- and married-couple families,
respectively. The credit was fully phased out at incomes of about $100,000 ($130,000) for
single-parent (married-couple) families. Hoynes and Schanzenbach (2018) estimate that as of
2017, 40 percent of CTC spending goes to families with incomes above 200 percent of poverty.
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children, little of the $38 billion in bene ts from the dependent exemption
goes to the families of poor children because of their low levels of taxable
income. As shown below, both the EITC and Child Tax Credit target
low-income families and play an important role in reducing child poverty.

Spending on nutrition-related programs (SNAP, school breakfast and
lunch, food for children attending child care) totaled $58 billion in 2017
(Isaacs et al., 2018). Eligibility for SNAP ($31 billion; Isaacs et al., 2018),
which provides vouchers for food assistance, is generally limited to those
with gross monthly incomes below 130 percent of the federal poverty line.
In 2018, the average monthly SNAP bene t was $125 per persort?

Social insurance spending, consisting of Survivors Insurance (part of
Social Security) and bene ts for child dependents of Disability Insurance
bene ciaries, was next in size, at $21 billion (Isaacs et al., 2018). Neither is
explicitly targeted at the poor or low-income families, but both bene t chil-
dren who suffer the loss of a wage earner, thereby reducing the economic
insecurity of children from all income classes. Because disability and death
are more common among families in the bottom half than in the top half
of the income distribution, however, these two forms of social insurance
prevent a substantial number of children from falling into poverty.

Expenditures on each of the other programs listed in Figure 4-8
amounted to less than $17 billion. It is noteworthy that federal spending
on the key cash assistance program that emerged from the 1996 welfare
reforms (the TANF program) totaled only $13 billion in 2017 (Isaacs et
al., 2018). SSl is a federal cash assistance program that provides bene ts
to low-income disabled and elderly persons. Following a court decision in
1990, the de nition of disability was expanded to allow more children to
receive SSI (Duggan, Kearney, and Rennane, 2016); in 2017 those expen-
ditures totaled $11 billion.

EFFECTS OF INCOME TRANSFERS AND TAX
BENEFITS ON CHILD POVERTY IN 2015

The degree to which federal programs reduce child poverty is a func-
tion of whether program bene ts are counted as resources in the SPM
poverty measure and, if they are counted, their overall size and the extent
to which their bene ts are targeted at the families of poor children.?® We
use the TRIM3 microsimulation model to estimate how much rates of child

22 Seehttps://fns-prod.azureedge.net/sites/default/ les/pd/SNAPsummary.pdf.

23 The largest transfer program omitted from SPM resources is Medicaid, which as we saw
above is the child program with the highest federal expenditures. Given the expansions to
Medicaid in recent decades, the reductions in SPM poverty shown below would be greater if
Medicaid were included. See Chapter 7 for a discussion of incorporating public health insur
ance expenditures into the poverty measure.
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poverty (at 100%, 50%, and 150% of the TRIM3 SPM poverty line) would
increase if bene ts from each major support program were eliminated. As
with the poverty estimates discussed in Chapter 2, these TRIM3 estimates
adjust for the underreporting of transfers and apply to 2015.

Importantly, though, our estimates of the poverty-reducing impact
of current programs do not account for the extent to which eliminating
a given program might also affect work and other decisions that would
in turn affect a family’s market incomes. As discussed in Chapter 5, these
behavioral effects could either push the estimates of child poverty rates up
(if the elimination of the EITC and its work incentives caused earnings to
fall) or down (if the elimination of an important income source, such as
SNAP, led to more work and earnings).

The two refundable tax credits—the EITC and the refundable portion
of the Child Tax Credit—are the most successful at alleviating poverty, as
shown in Figure 4-924 Starting from the 13.0 percent TRIM3 SPM child
poverty rate in 2015, we estimate that the elimination of these tax credits
would raise SPM child poverty to 18.9 percent, an increase of 5.9 percentage
points, or 4.4 million children. Bene ts from SNAP are next largest: In the
absence of SNAP bene ts, the SPM poverty rate is estimated to rise to 18.2
percent. Without the SSI program, it would rise from 13.0 to 14.8 percent.
In the absence of Social Security, it is estimated to rise to 15.3 percent. The
importance of Social Security in lowering child poverty stems mainly from
the numbers of low-income children living in households with retired or
disabled members.

An examination of the effects of program elimination on deep pov-
erty reveals a different pattern of effects (see Figure 4-10). In contrast to
their effects on 100 percent SPM poverty, tax credits play only a minor
role in reducing deep poverty. This is consistent with the fact that families
with incomes below 50 percent of the poverty line lack substantial earned
income. SNAP is by far the single most important tax and transfer program
for reducing deep poverty; our simulations indicate that eliminating SNAP
would nearly double the fraction of children in deep SPM poverty (from
2.9 to 5.7%). Social Security has the next largest effect in reducing deep
poverty; eliminating it would increase deep poverty from 2.9 to 4.3 percent.

Finally, an analysis of near poverty (150% of the SPM) shows that tax
credits are by far the most important component in reducing near poverty
among children (see Figure 4-11).

The most disadvantaged demographic groups—Blacks and Hispanics,
single parents, and young and poorly educated parents—benet dispro-
portionately from both SNAP (Appendix D, Figure D4-12) and tax bene t
programs (Appendix D, Figure D4-13). However, children who are not

24 See Appendix D, Table 4-2 for more information.
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FIGURE 4-9 “What-if” child poverty rates with the elimination of selected federal
programs.

NOTES: Poverty de ned as below 100 percent of the TRIM3 SPM poverty line.
Estimates are for 2015 and adjust for underreporting but not for behavioral effects.
Other bene ts include Temporary Assistance for Needy Families, solely state-funded
assistance, means-tested veterans bene ts, means-tested education assistance, the
Low Income Home Energy Assistance Program, the National School Lunch Pro-
gram, and the Special Supplemental Nutrition Program for Women, Infants, and
Children. EITC = Earned Income Tax Credit, CTC = Child Tax Credit, SNAP =
Supplemental Nutrition Assistance Program, SSI = Supplemental Security Income,
UC = Unemployment Compensation, WC = Workers’ Compensation.

SOURCE: Estimates from TRIM3 commissioned by the committee.

citizens bene t less from both programs, and children who live in families
with no workers do not bene t at all from tax-related bene t programs.

CONCLUSION 4-6: The Earned Income Tax Credit, the Child Tax

Credit, the Supplemental Nutrition Assistance Program (SNAP), and
to a lesser extent Social Security are the most important programs for
reducing Supplemental Poverty Measure (SPM)-based child poverty.
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FIGURE 4-10 “What-if” child deep poverty rates with the elimination of selected
federal programs.

NOTES: Deep poverty de ned as below 50% of the TRIM3 SPM poverty line.
Estimates are for 2015 and adjust for underreporting but not for behavioral effects.
Other bene ts: See note to Figure 4-9. EITC = Earned Income Tax Credit, CTC =
Child Tax Credit, SNAP = Supplemental Nutrition Assistance Program, SSI = Sup-
plemental Security Income, UC = Unemployment Compensation, WC = Workers’
Compensation.

SOURCE: Estimates from TRIM3 commissioned by the committee.

SNAP and Social Security are the most important programs for reduc-
ing deep poverty among children. Tax credits are the most important
means of keeping children above near poverty (150% of SPM poverty).
Health care programs account for more than one-third of total federal

expenditures on children but are not properly accounted for in the SPM
poverty measure.
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FIGURE 4-11 “What-if” child near-poverty rates with the elimination of selected
federal programs.

NOTES: Near poverty is de ned as below 150% of the TRIM3 SPM poverty line.
Estimates are for 2015 and adjust for underreporting but not for behavioral effects.
Other bene ts: See note to Figure 4-9. EITC = Earned Income Tax Credit, CTC =
Child Tax Credit, SNAP = Supplemental Nutrition Assistance Program, SSI = Sup-
plemental Security Income, UC = Unemployment Compensation, WC = Workers’
Compensation.

SOURCE: Estimates from TRIM3 commissioned by the committee.

EFFECTS OF GOVERNMENT BENEFITS ON
CHILD POVERTY IN THE UNITED STATES
AND OTHER ENGLISH-SPEAKING COUNTRIES

All nations allocate a portion of their budgets to programs that bene t
children. Total family-related spending on nancial supports, expressed as
a percentage of a country’s Gross Domestic Product (GDP), is plotted in
Figure 4-12 for Australia, Canada, Ireland, the United Kingdom, and the
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FIGURE 4-12 Public spending on families and children as a percentage of Gross
Domestic Product, United States, OECD average, and four peer anglophone coun-
tries, 1990-2015.

SOURCE: OECD, Social Expenditure database (see https://data.oecd.org/socialexp/
family-bene ts-public-spending.htm); and OECD (2017).

United States annually from 1990 through 20152° Although government
spending on health and housing also assists families, it is not included in
the gure. And while some state and even local governments in the United
States spend signi cant amounts on child-speci ¢ programs, these amounts,
too, are not included in the following gures.

Peer anglophone nations can be divided into those that spend relatively
larger fractions of their national incomes on these family-related pro-
grams (Australia, Ireland, and the United Kingdom) and those that spend
smaller fractions (Canada and the United States). Increases in spending over
the 25-year period show a similar pattern: Spending rose from less than

25 These data come from OECD (2017) and use a spending measure based on the aggregate
category of “public spending on family bene ts, including nancial support that is exclusively
for families and children” used by OECD. See Appendix D, 4-1 for an explanation of how
the OECD de nes its spending categories.
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2 percent of GDP in all countries to nearly 3 percent in Australia and more
than 3 percent in Ireland and the United Kingdom. In contrast, spending
on families never exceeded 1 percent of GDP in the United States over this
period, and it rose to slightly over 1 percent in Canada. Although Canada
and the United States have always remained below the OECD average,
Canada planned to increase the share of its expenditures on families with
children that is targeted speci cally to children to 1.25 percent of GDP over
the following 2 years (in 2017 and 2018), following the passage of its new
Child Bene t26 (see Box 4-2).

The United Kingdom’s dramatic increase in spending beginning in the
late 1990s was the result of its “War on Poverty” (see Box 4-3). The United
Kingdom managed to ght child poverty effectively and consistently and
was able to cut its poverty rate by one-half under an umbrella of policies
designed both to promote work (with high-quality “sure start” child care
readily available) and to make work more attractive than the cash welfare
system. The cash welfare system remains available, and its scope was not
reduced as much as the TANF system in the United States. However, since
2010 the United Kingdom has been retrenching and implementing cuts in
bene ts, capping the amount of bene ts nonworking families could receive
and cutting other benets (United Kingdom, Department for Work and
Pensions, 2015).

Government Spending and Its Effect on Child Poverty Rates

How has this public spending affected child poverty rates in peer
English-speaking countries? To nd out, we use an SPM line converted to
other currencies using purchasing power parities (PPP). Figure 4-13 shows
the effects of the tax and transfer system on child poverty based on the
latest Luxembourg Income Study (LIS) data and de ned in the same way as
the absolute poverty (LIS-SPM-PPP) measure used in Chapter 2.

The far-right ends of the bars in Figure 4-13 show that the extent to
which families’ market income alone is suf cient to raise a child above this
poverty threshold varies widely across the ve English-speaking OECD
nations. With a 23.0 percent child poverty rate based on market income
only, the United States is in the middle of the pack—with a poverty rate
higher than that in Canada and Australia but much lower than that in the
United Kingdom and Ireland.

As explained below, the types of transfers used for Figure 4-13 are
broken down into two types: social insurance benets, such as unem-
ployment and Social Security bene ts, along with universal bene ts such

26 Authors’ calculations are based on https://www. n.gc.ca/afr-rfa/2017/report-rapport-eng.
asp#_Toc492557458.
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BOX 4-2
The Canada Child Benefit:
A Cash Benefit to Families with Children

1 H D WOK UGHHHF D ®H W\M K&ID Q D GtRXQVRI&ERPPR @D VVEHQ
DO O SIHUAR \OKRWPLAR QWWKLHDG H URDYCH U Q AHROMAWR O L P LIXDL\D 16
poverty by the year 2000, W KIHR Y HU Q WHR@®WR D MRW MWR ZDFEBLHY LIQJ
W KLRDEJL QW U R GAXKED@ID & BL @G Q HAW YV EXGJRAKLYUR-
JUDWRRNHIF@X O\ DQBGHSUHVDRQWERHKY D P KRUKDIV\KX S SR UW
to families with children. According to government projections, the Canada Child
% HQHAW MNXWWKDOHDRILPSOHPHQW DUWH ®QYEEMHOE R I8 D-
QDGIFKQOBGUMD®RYHEWYHDKDX®BRUDN 6KHUPDQ b¢

7TKHQHZKL @6 Q HAHS U H \DHID @VFVU HD HQ H R WMNMWKW K U H H
SURJU WKWDWHSODFHYQWXHE K D®B UM H Q HX K&D Q D & BL O G
7D HQHAQWE KIDW L RED®DEQ HXWSOHRBQW ERWKEBHQH A
which is distributed monthly and tax free, is determined on the basis of annually
UHSRUMPHIERFRPBNLDQ Q XQE RW B\ O LLB\D 60 L J LEH DX MU(H-
ment.d 7 KH P R X R MV KEHH Q HAAIW W U MERO\R HGEIVE M W H U FEIRQFIG
the age of the child/children and net family income. Families earning less than

SHWHDWHFHLYH SHWHD®HEKLDIHVWRDQG SHU
\H D®&JHRJK LIDIGH WV R For families above the $30,000 threshold, the amount
R W KB-H Q HAAM D VRIXDWYU H O D W R GHHQADDWIHK . D Q D &L @ 8 Q-
HAWAH[SHFWRGF U HDWMKX S S WBW L CE\NHV E L O Q QRWY VXAD O
AV FIHDRILP SO H P H QEOWKIDRVR XDIVBBF OLRH ELOEBLRQ
and to current levels of support by 2024—and below current levels thereafter—
VLQEWW RW) G HWEQADW&E&BRQD GIDA FRIW K3D U O L D P PhQ\W DRI
2IAFHU +RZHYHQGH[ULWISHFWRBJILQ &RUDN

a *RYHUQMRHEDW D G D QV DIRY H P E H1989.
b %DVR® UHSR SW®RMBO WY ZE& VRZK UM KRR VUWH F H Q WEDL ODED BY

W KWL IRV KIHQ Q R X Q F AHSQRW H U Q A M @/ WP\ KAMW HZUHHU H FKLOGUHQ
LGRYHEXWILQJ DQBGHD W X JJHVWHIEED Q D&IOLBE Q ZRWOR ZW K L V
W R LQ

©C QDGGLWRRKI® IRBWWKHGHUDCHUQP REM&DQDGDSWRYLRBMM
adopted their own poverty-reduction strategies, which include reforms to existing income sup-
SRSWRJIJUDZHOW LJQ L AF®QDMIFWYGHOLRHADVIKQGRQ FEMRHAW

d This eligibility requirement may be of concern to some First Nations populations, where
U D WRHIVQ F R /A O LIMUEH O RVAGID W L R QD ODIHE K H WHKGIH HHR UQ FR P H
supports may be greater.

e $ 0GR OAIXWIHW KER D UH&D QD GERQOD UV

as child allowances that are not means tested; and targeted means-tested
tax and transfer programs. The combined reduction in poverty they bring
about is shown by the gray and blue bars. Poverty rates after accounting
for taxes and transfers are represented by the white portion of the bars.
After accounting for the tax and transfer system, and as already seen in
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BOX 4-3

7KH 8QLWHG .LQJGRP:V :DU RQ 3RYHUW\

,QDUFK S3SULPHQLWWREYO BIOWHGWR® 5K LORBY HIU@/ \
generation and to halve child poverty in 10 years (Waldfogel, 2010). When Prime
OLQL\VACHEDWY ORMBKZD R FKLORBYHRBWHQR X8, FKLOGZDNQ
OLYL@GRYH®BWWZHH® DQG 2 D E VR GRW H fal\by

SHUFHQW 2 W KHHD U\®I'D LIRUW KSR O IDFRV R -X\WBIRSY H U V)
UDWHWEBIERMXWWHD PHQVKERQ LWHGJI G DR @&/ K& L WeRNVD W/HW
while child poverty in the United Kingdom then dropped by one-half, in the United
6WDWHKRAAFRBDV XRFAK LORGY HWRMEP HHGRDQ® OGIRJIHO

Some of the policies introduced in the United Kingdom were similar to those
that the United States implemented, including an emphasis on employment and
PDNLQBUSID\HPSOR\PHQW ZRIPXWHBR UPYDW LR DQM@IOP X P
ZDIHDQOGWDHUHGRWRUNLQBLOWKEWW LPLOBAKHT7 &E X W

SDIWEKUR X WKKRHKDMB PHHGDQ®M OGIRIJHO +RZHYWHKBDLWHG

.LQJGRBHVR IDOW R F O XSRHDGE WIKEDWWRIRS\D BW K8H6 UH IR U P
LQF O XGELIQMA@RRIFRHD P L ZILWRK L O G HH QU ROHKED U H D RW/N
status (Waldfogel, 2010). The United States made such income support depen-
GHQRWSDUHGWSOR\PHKQWVEHK L WDHORWBRM Y LIRBMDXQLYHU
&KL @E QHAWEH Q HABD LVGR/ K-HR W KRHD U H I X BDWILM. QW H Q G
to help families cover the costs of raising children, and provides extra amounts
for younger children (Waldfogel, 2010). While spending on these anti-poverty
LOQLWLIRBKY.OVEQHQHRBRYHMBKH \HD WRJV 2 VSHQGR®@J

ZRUNLQD GJBMVKRIVW GUBRMK XVRFVBE QARGALOGQHQ

DO
HG

%ULWDBQ LRULRLWHWMCVHRPHMSHQ DM KLIWBEEVHR YLFHV

for the middle class, but new investments in children increased by 1 percent of
GDP by 2009 (Waldfogel, 2010).

a Absolute poverty is most comparable to the U.S. SPM measure, as it is based on after-tax
DQW U D QWQIHRIE HZ\L W KIRKWX VW RBR WY U HFGRD/WVMEVB G L A PSCH Q \DHQVG
uses an anchored poverty line that is adjusted for price changes over time (see Chapter 2
and Smeeding and Waldfogel, 2010).

Figure 2-12, the United States has the second-highest child poverty rate
(12.5%), which is one percentage point below the UK rate of 13.5 percent,
a little over a percentage point above Ireland’s rate, and much higher than
the rates in Australia and Canada.

As a comparison of the combined widths of the gray and blue bars in
Figure 4-13 shows, the United States is notable in that its government tax
and transfer policies are the least successful at reducing poverty. Canada
ranks next lowest in this regard, although its new Child Bene t (refer to
Box 4-2) is expected to substantially reduce its child poverty rate; accord-
ing to one estimate, it will cut child poverty by one-half (Corak, 2017).
If Canada’s Child Benet program meets expectations, the country’s child
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FIGURE 4-13 Alternative rates of child poverty, depending on the inclusion of
social insurance and means-tested transfers, United States and four peer anglophone
countries, 2013-2014.

NOTES: The blue portion represents reductions in child poverty from social insur
ance and universal programs. Additional reductions from means-tested transfers,
minus direct taxes (including refundable tax credits) are represented by the gray
portion. Data are not adjusted for underreporting.

SOURCE: Original Luxembourg Income Study (LIS) analyses commissioned by the
committee from the LIS Cross-National Data Center.

poverty rate will fall to the neighborhood of 5 to 6 percent, among the
lowest rates in the entire OECD and the lowest among the anglophone
nations shown in Figure 4-13. Moreover, it has been estimated that, if the
Canadian Child Bene t were implemented in the United States as a replace-
ment for the Child Tax Credit, U.S. child poverty would fall by more than
one-half (Sherman, 2018). According to estimates from the TRIM3 model,
a similar Child Bene t in the United States would reduce U.S. (SPM-based)
child poverty by more than one-half and deep poverty (<50 percent SPM
poverty) by more than two-thirds.

Australia has succeeded in reducing poverty more than Canada and
the United States, while the United Kingdom and Ireland have achieved the
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highest level of poverty reduction. Not surprisingly, the poverty-reduction
rankings are similar to the spending rankings displayed in the previous
gure.

Looking now at the relative importance of social insurance and uni-
versal bene ts plus income-tested programs in Figure 4-13, it is evident
that both types of programs have signi cant poverty-reducing effects in
all countries. Most notable is the uniquely small role of social insurance
programs (shown in blue) in the U.S. anti-poverty package. Social insurance
programs in the United States reduce child poverty by only 2.5 percentage
points, about one-quarter of the total reduction in U.S. poverty. Australia
is at the other end of the continuum; in that country virtually all poverty
reduction can be attributed to universal (social insurance) programs. In
contrast, the United Kingdom and Ireland rely on both types of programs,
and especially on income-tested programs, to reduce poverty in the years
observed in this gure.

Figure 4-14 is constructed in the same fashion as Figure 4-13 but shows
the effects of the safety net on deep child poverty and near child poverty in
these same countries, using 50 percent of the same absolute SPM poverty
line. Market incomes suf cient to raise family income out of deep pov-
erty are more common in the United States than in other countries. In the
United States, the 11.5 percent deep-poverty rate based on market income is
somewhat lower than the corresponding rates in Canada and Australia and
substantially lower than those in Ireland and the United Kingdom. But in
the United States, the small relative amount of means-tested and, especially,
social insurance transfers that go to children with very low family incomes
translate into the highest rate of children in deep poverty (3.6%). After
accounting for targeted bene ts as well, all other nations have deep poverty
rates that are under 2 percent. The U.S. nding is consistent with recent
research showing that the U.S. safety net is increasingly likely to help the
working poor while it excludes or minimizes spending on the deeply poor
(Hoynes and Schanzenbach, 2018; Mof tt and Pauley, 2018).

Finally, Australia and Ireland are the only countries whose safety nets
have an impact on near poverty (see Figure 4-15). The U.S. near-poverty
line is very high relative to the income distributions in the United Kingdom
and Ireland but xed at about the same fraction of median income as in
Canada and Australia. At these income levels, taxes paid tend to increase
and targeted bene ts tend to phase out. In Ireland and Australia, however,
social insurance and universal transfers are strong enough to make a sub-
stantial impact.

CONCLUSION 4-7: The United States spends a somewhat smaller

proportion of its Gross Domestic Product on child and family tax and
transfer bene ts than Canada does, and a much smaller proportion
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FIGURE 4-14 Alternative rates of child deep poverty depending on inclusion of
social insurance and means-test transfers, United States and four peer anglophone
countries, 2013-2014.

NOTES: Deep poverty de ned as below 50 percent of poverty. The blue portion
represents reductions in child poverty from social insurance and universal programs.
Additional reductions from means-tested transfers, minus direct taxes (including
refundable tax credits), are represented by the gray portion. Data are not adjusted
for underreporting.

SOURCE: Original Luxembourg Income Study (LIS) analyses commissioned by the
committee from the LIS Cross-National Data Center.

than Australia, Ireland, and the United Kingdom do. Consequently,
government transfers do less to reduce poverty in the United States
than in Canada and much less than in Australia, Ireland, and the
United Kingdom. While U.S. bene ts targeted at the poor and near
poor reduce child poverty substantially, the United States does the least
for children through the use of universal bene ts like child allowances
and social insurance programs such as Unemployment Compensation
and Social Security survivors bene ts. Such bene ts have much bigger
effects on child poverty in Australia, Ireland, and (with its new Child
Bene t) Canada.
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FIGURE 4-15 Alternative rates of child near poverty depending on inclusion of
social insurance and means-test transfers, United States and four peer anglophone
countries, 2013-2014.

NOTES: Near-poverty is de ned as below 150 percent of poverty. The blue portion
represents reductions in child poverty from social insurance and universal programs.
Additional reductions from means-tested transfers, minus direct taxes (including
refundable tax credits) are represented by the gray portion. Data are not adjusted
for underreporting.

SOURCE: Original Luxembourg Income Study (LIS) analyses commissioned by the
committee from the LIS Cross-National Data Center.
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Ten Policy and Program Approaches
to Reducing Child Poverty

icies and programs with the potential to help reduce child poverty

and deep poverty (measured using the Supplemental Poverty Mea-
sure or SPM) by 50 percent within 10 years of the implementation of the
policy approach.” Our analyses and conclusions regarding these policy and
program proposals are presented in the next three chapters.

The current chapter summarizes our ideas in 10 different program and
policy areas, all of which could be simulated using the Transfer Income
Model, Version 3 (TRIM3) microsimulation model. Chapter 6 presents four
policy and program packages containing two or more of the options pre-
sented in this chapter. We nd considerable merit to a “package” approach
to child poverty reduction because it provides an opportunity to combine
options that generate complementary impacts on poverty reduction, work
incentives, and other important criteria. Chapter 7 provides a discussion
of potentially meritorious policies and programs that, for various reasons,
could not meet the high evidentiary standard set by the committee for its
simulations.

As explained in Chapter 1, the committee identi ed possible policies
and programs by reviewing the evaluation literature and soliciting ideas
from individuals and groups representing a broad range of political ori-
entations and experiences in communities and in state and federal govern-
ment (see Appendix C for a list of memo authors). As the committee sifted
through dozens of policy and program ideas, it applied ve key criteria to
assess each policy or program it considered: (1) the strength of the research
and evaluation evidence indicating whether the policy or program would

T he core of the committee’s congressional charge is to “identify pol-
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in fact reduce poverty; (2) the size and magnitude of any poverty reduction
suggested by the evidence; (3) the policy’s or program’s success in reducing
child poverty within high-risk subgroups; (4) its cost; and (5) its impact
on work, marriage, opportunity, and social inclusion. As throughout this
report, we focus on packages of policies and programs that could produce
short-run reductions in child poverty, owing to the 10-year window dictated

by the committee’s Statement of Task. Programs such as early childhood
education and child development savings accounts therefore fell outside the
committee’s purview.

The high evidentiary standard set by the committee played an import-
ant role in determining which program and policy ideas should be included
in the current chapter and which should be relegated to Chapter 7 (which
describes program areas the committee considered but did not simulate).
To take a few examples, concerning marriage promotion, family planning,
paid family and medical leave, block grants, and mandatory employment
programs, the committee judged the evaluation evidence to be insuf cient
for estimating impacts on child poverty (see Chapter 7). In the case of
expanding programs such as the Temporary Assistance for Needy Families
(TANF) Program, evidence was lacking on the impacts of the freedom
granted to states to spend their block grant funding in many different ways,
and as a result we were unable to formulate options for enhancing TANF’s
impacts on family income and child poverty. In the case of Medicaid, the
committee was constrained primarily by the dif culty of incorporating
health insurance into poverty measurement (see Chapter 7).

The scope of the current policy evaluation literature also limited our
choice of options in the current chapter. In the case of the minimum wage,
for example, there is a fairly robust research consensus concerning the
impacts of modest changes to the minimum wage (U.S. Congressional
Budget Of ce, 2014), but there is less agreement about the effects of some
of the much larger increases now being implemented in a number of cities
(Jardim et al., 2017). Accordingly, we identi ed minimum wage options
that incorporated relatively small increases.

PROGRAM AND POLICY OPTIONS IN 10 AREAS

After reviewing a large number of program and policy options, the
committee chose two program options in each of 10 program and policy
areas. On the basis of research ndings and other information on each pro-
gram, the committee concluded that all 20 met at least some of its 5 criteria.
All 20 could also be simulated with the TRIM3 microsimulation model.

The committee was guided by a number of considerations in setting
bene t levels and other features of its programs and proposals. First, in
many cases its benet levels and other parameters had been suggested by
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outside experts. Second, as mentioned above, the committee avoided ben-
et levels that far exceeded the ranges examined in the behavioral effects
research literature. This was done out of a concern that the estimated
poverty reductions, employment responses, and budgetary costs would be
unreliable. Third, the committee used expected budgetary cost as a criterion
when choosing generosity levels. It should be emphasized, however, that the
committee chose its generosity levels before it was informed of the poverty
reductions, budgetary costs, and other results generated by the TRIM3
simulations. Finally, to gauge the sensitivity of estimated poverty reduction
and other impacts to program design features, the committee developed
two options within each program proposal, differentiated mostly by level
of bene ts and therefore by cost.

Of the 10 general program areas selected by the committee, 4 of them
focus on policies tied to work, namely:

Modi cations to the Earned Income Tax Credit (EITC)

Modi cations to child care subsidies

Changes in the federal minimum wage

A scale-up of a promising training and employment program called
WorkAdvance

PonPE

Three other program and policy areas involve modi cations to existing
safety net programs:

5. Supplemental Nutrition Assistance Program (SNAP)
6. Housing Choice Voucher Program
7. Supplemental Security Income (SSI) Program

Two program ideas come from other countries:

8. A child allowance (which can also be thought of as an extension
of the federal child tax credit)
9. A child support assurance program

Policy area (10) involves modi cations to existing immigrant provisions
in safety net programs. Finally, given recent interest in a Universal Basic
Income policy, we also investigated two versions of this policy; these are
discussed in Appendix D, 5-12.

Following our statement of task, at the heart of this chapter are esti-
mates of the poverty-reducing impacts of these policies and programs,
including impacts on the levels of 100 percent SPM poverty and 50 per
cent SPM poverty (“deep” poverty). We also present estimates for impacts
on the level of 150 percent SPM poverty (“near poverty”). Our estimates
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account for both the resource-enhancing impact of the policies and pro-
grams themselves as well as the families’ likely labor-supply responses to
them (see Box 5-1).

Labor-supply responses can either magnify or lessen the poverty-
reducing potential of programs and policies. An example of the former is
the EITC: the policy acts as an earnings subsidy that is eventually phased
out. The amount of the earnings subsidy is large—currently providing a 40
percent boost in earned income for a family with two children in the subsidy
range. At the same time, the EITC’s structure decreases the credit amount
as earnings increase for higher-income earners in the phase-out range. For
some nonworkers, the earnings subsidy makes the monetary difference
between working and not working large enough to induce them to begin

BOX 5-1
What Are Behavioral Effects?

The term behavioral effects refers to changes in household behavior in
response to a change in policy. The most common behavioral effects associated
ZLWHKM. QBISURJUDRBROLFRRYV L GLHW KUGY S W/IDWHI IR UR |
increases or decreases in employment or, in the case of employed individuals, in
WKHXPERKRXERUN BIRBVRY W WE HY/IHH PWW KUHH VR B RO X QW D U\
decisions made by household members, but they may also result from hiring
DQGD\RHMFLVERGE\AUP%HKD Y URYB® @VEOXWQKER Y HU W\
UHGXEPG@DFIS ROERD QUW KH SD Q \RIRK)Q HB M/&X ERMNQ G
therefore also family earnings. Conversely, behavioral responses will reinforce
SRYHWUMG X FMAMKRHD FU ZIRWENQBDUQLQJV

% HKDY IURHYB® @VN\R F OKXIKSIHQ JIHF/D U L\WADEDW/QX @ L Y D Q-J
rangements, as well as changes in childbearing, that may result from changes in
policy. The potential effects of tax and transfer programs on marriage and fertility
D UPR UFHR P S O\H DVQXHH | H FAVAKNR D \K D YRHQD D ERRDUU NEHHVK D Y)LRRIUJ
H[DPSWHH7 &OLWHEHURD® B VW ISR R Y LPGHN L\DXIEHV L CRIWH
some recipients and marriage penalties for others. This is a result of a progres-
VLWHDM\VWHBVH®DPLIOQFRRAHV\D ER\QHV *HQHUDO|O\
income-tested transfers based on family income lead to marriage penalties, since
VRPHD P L (DUHBIL NWM @ R WD L J LIRIDKEN Q HZAW @ KLHQ F R RHW Z R
earners are combined.

The direction of the childbearing incentives is less ambiguous because many
SURJUSBRYEBGHRQY®\RD P L QZULAWK L O DR VIW R YK IGIK H U
EHQHWMWRDP L (ZUHWRIR UHK L O G QW RH R HVQHF H Q WR X @ B VR
additional childbearing, though in practice families must weigh the large costs of
KDY LFXIL O ®U B QY X AR W H QRAULVDIOO L W Q B Ul 10 DEHHNGH A M/ V
IR FXR/QE HKD Y LHR UDDRR/QY D E\RUS SBR F D XUWHHV H DALGFGR/Q O'\H U\
VPDDQG RWDWLVWVEDQIEAFDEHRIEH RJUDPHRQRDUULD JH
and fertility (see Appendix D, 5-1).

Copyright National Academy of Sciences. All rights reserved.



A Roadmap to Reducing Child Poverty

TEN POLICY AND PROGRAM APPROACHES 137

working. The research literature suggests that, on balance, the increases in
work associated with the EITC are larger than the decreases (Hoynes and
Rothstein, 2017; Nichols and Rothstein, 2016). The increase in earnings
(along with the credit amount) therefore magni es the poverty-reducing
impact of the initial increase in income and can therefore, in some cases,
bring a family over the poverty line.

On the other hand, programs like SNAP reduce bene ts in response
to additional earnings, which may lead some families to cut back on work
hours or drop out of the labor market altogether. This response would
lower families’ earnings, offsetting some of the initial increase in house-
hold resources that the program provided, thereby lessening the initial
poverty-reducing impact. A more general explanation of the nature of
work-related behavioral responses is provided in Appendix D, 5-1, with
details on the relevant behavioral assumptions made for each of the 10
policy and program areas discussed elsewhere in Appendix D and in Appen-
dix F. Complete details on the magnitude of behavioral responses are pro-
vided in Appendix E.

For each of our 10 programs, we surveyed the existing research liter
ature and assessed the evidence on behavioral responses and their magni-
tudes. We rst used TRIM3 to simulate the poverty reduction, cost, and
other impacts of each policy, not taking into account behavioral responses.
Then, based on estimates from the literature, we repeated these simulation
taking into account likely labor supply responses. Featured in this chapter
are the estimated impacts on poverty, employment, and budgetary cost
that account for the estimated behavioral responses generated for the 10
program areas.

MODIFICATIONS EXAMINED FOR
10 POLICY AND PROGRAM AREAS

In this section, we describe proposed changes in the 10 different policy
and program areas that we investigated.

1. Modi cations to the Earned Income Tax Credit (EITC)

We examined two expansions of the EITC. One modi cation expands
the schedule for the lowest earners, while the second increases the gener
osity of EITC payments across the entire schedule while maintaining the
current range of the phase-out region:

EITC Policy #1: Increase payments along the phase-in and at portions
of the EITC schedule.
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EITC Policy #2: Increase payments by 40 percent across the entire
schedule, keeping the current range of the phase-out region.

Details on these EITC-based policy options are provided in Appendix D,
5-2.

The EITC is a refundable federal tax credit for low- and moderate-
income workers. It was introduced under the Tax Reduction Act of 1975
and has sinceenjoyed bipartisan support, with expansions passed under
each president beginning with Ronald Reagan. The EITC program has been
highly successful at encouraging single parents to wofkand at reducing
poverty. Our TRIM3-based simulations in Chapter 4 show that, in the
absence of behavioral responses, the child poverty rate of 13.0 percent
would have been 5.9 percentage points higher if EITC and other tax credits
had not been distributed to qualifying families. Additionally, as described
in Chapter 3, expansions of the EITC program appear to improve the
longer-term health and human capital of children in families receiving the
program bene ts. All told, the EITC is one of the nation’s most popular
and effective poverty-reduction programs.

The EITC has the potential to reduce child poverty in two ways:
by supplementing the household incomes of low-earning parents and by
encouraging work and thereby increasing the earned income of parents.
For workers with low earnings, the value of the EITC grows with each
additional dollar of earnings, which creates an incentive for people to enter
employment and, for low-wage workers, to increase their work hours.

Our rst option was proposed in Giannarelli et al. (2015), based on
2011 data. We adapt their proposal to our 2015 data. The revised credit
would have a higher phase-in rate, reach the “plateau” region (where the
credit does not increase with earned income) at an earlier point, and begin
decreasing at a lower level of earnings (but at the same marginal tax rate).
Our second option was chosen to gauge the poverty-reduction impacts of
a substantial and uniform expansion of the credit.

2. Modi cations to Child Care Subsidies

We examined two expansions of federal programs providing child
care assistance, one involving the Child and Dependent Care Tax Credit

1 A large body of research shows that the presence (or the expansion) of the EITC leads
to increases in employment rates of single mothers. For example, see reviews by Eissa and
Hoynes (2006), Hotz and Scholz (2003), and Nichols and Rothstein (2016) and studies by
Eissa and Liebman (1996), Hoynes and Patel (2017), and Meyer and Rosenbaum (2000,
2001). For example, Meyer and Rosenbaum (2001) nd that the EITC raised annual labor
force participation by 7.2 percentage points for single women with children relative to single
women without children.
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(CDCTC) and the other focused on the Child Care and Development Fund
(CCDF):

Child Care Policy #1: Convert the CDCTC to a fully refundable tax
credit and concentrate its bene ts on families with the lowest incomes
and with children under the age of 5.

Child Care Policy #2: Guarantee assistance from CCDF for all eligible
families with incomes below 150 percent of the poverty line.

Details on these policy options are provided in Appendix D, 5-3.

Child care expenses can be an immovable barrier to employment for
low-income parents, particularly when their children are too young to
enroll in elementary school. In the United States, the cost of child care for
children under age 5 averages about $8,600 per year (Child Care Aware of
America, 2017a). This average cost masks considerable variation among
states and among regions in what parents actually pay for child care (Child
Care Aware of America, 2017b; NASEM, 2018). Costs also vary by age of
child (infant care is more expensive than care for older children) and type
of care (center-based, home-based, relative or informal care). Between 2012
and 2016, poor families with children under age 6 who paid for child care
spent about 20 percent of their income on child care—more than double
the national average (Mattingly, Schaefer, and Carson, 2016).

The federal government defrays the cost of child care to working
families through two major programs, the CDCTC and the CCDF. The
CDCTC is a nonrefundable tax credit that reimburses a portion of the
qualifying child care expenses of working parents with children under
age 13. Although the fraction of expenses that can be claimed with this
credit declines as income increases, there is no income cap for eligibility.
And because it is nonrefundable, the credit affects only tax lers with a
positive precredit tax liability. In 2013, the largest average bene ts of the
CDCTC were received by families with annual incomes between $100,000
and $200,000 (Maag, 2013).

The federal CCDF helps to defray child care costs for approximately
1.4 million children and 823,600 families every month (Administration
for Children and Families, 2016a). States have the exibility to determine
eligibility criteria, family copay, and provider payment levels, so the costs to
families further vary by state. The CCDF comprised two funding sources:
discretionary funding provided to states for child care assistance, most of
which goes to families with parents working at low-wage jobs (the Child
Care and Development Block Grant), and mandatory funding provided
outside the annual appropriations process (Administration for Children
and Families, 2018).
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Existing research on child care programs suggests that any expansion of
child care subsidies and vouchers would reduce child poverty, both because
child care assistance adds to family resources and because that assistance
can make it possible for families to increase their employment and earnings.
In fact, higher child care subsidy expenditures by states are associated with
increases in labor force participation rates among low-income mothers
(Enchautegui et al., 2016), particularly in the case of mothers with young
children (Morrissey, 2017) (other references to the research literature show-
ing positive effects of child care subsidies on employment are included in
Appendix D, Chapter 5 appendixes). In choosing its levels of expansion,
the committee was in uenced by proposals suggested by outside experts.

3. Modi cations to the Minimum Wage

The committee simulated two minimum wage policy options:

Minimum Wage Policy #1: Raise the current $7.25 per hour federal
minimum wage to $10.25 (moving from the current level over the
course of 3 years, 2018-2021, and indexing it to in ation after that).

Minimum Wage Policy #2: Raise the federal minimum wage to $10.25
or the 10th percentile of the state’s hourly wage distribution, whichever
is lower, and index it to in ation after that.

Details on these two policy options are provided in Appendix D, 5-4.

Increases in the minimum wage have the potential to boost the earned
income of low-skilled workers, some of whom reside in families with
children and below-poverty household incomes. But by raising the cost of
low-skilled workers, minimum wage increases are generally predicted to
reduce overall employment and thus also employment opportunities for
some workers.

The federal minimum wage was set at $7.25 in 2009, but 30 states (or
localities within states) now have higher minimum wages (U.S. Department
of Labor, 2019). In 27 of these 30 states, the minimum wage exceeds $10
an hour (Neumark, 2017, Fig. 1). After studying the impact of raising
the minimum wage to $10.10, in 2014 the Congressional Budget Of ce
projected employment reductions, although the aggregate earnings losses
from this loss of employment would be more than offset by the aggregate
earnings gains of higher wages (U.S. Congressional Budget Of ce, 2014).
Once a $10.10 federal minimum was fully implemented, the study projected
that it would reduce total employment by about 500,000 workers, or 0.3
percent. But among workers whose earnings would increase to the $10.10
level, most of them—about 16.5 million workers in all—would experience

Copyright National Academy of Sciences. All rights reserved.



A Roadmap to Reducing Child Poverty

TEN POLICY AND PROGRAM APPROACHES 141

earnings increases totaling approximately $31 billion annually by the end
of 2016.

Because of the untargeted nature of current minimum wage policies,
it is dif cult to draw conclusions about the distribution of impacts among
workers in low- and higher-income families. Several recent trends, however,
suggest a relative increase in impacts for workers in lower-income families.
First, the share of lower-wage workers who are in their teens has fallen and,
at the same time, the average age of low-wage workers has risen, having
increased by 2.6 years between 1979 and 2011 (Schmitt and Jones, 2012).
In addition, as shown in Chapter 4, there has been growth in the number
of unmarried parents in the labor market who are supporting children.

A higher minimum wage could also reduce the federal cost of support-
ing people who are poor, because higher earnings would reduce outlays on
SNAP and housing programs while increasing payroll and income taxes.
Conversely, a higher minimum wage could increase the cost of programs
like the EITC. The impact of the minimum wage also depends on the overall
state of the economy. In tight labor markets, labor shortages and immigra-
tion restrictions can push the wages of low-skilled workers above legislated
minimum levels. On the other hand, raising the minimum wage too much
or too quickly in areas not yet at full employment would likely increase job
losses and reduce wage gains.

When determining the level of minimum wage expansion, the com-
mittee largely chose to follow the general range of increase suggested
by the Congressional Budget Of ce (U.S. Congressional Budget Of ce,
2014), which argued that research shows the strongest evidence for that
level of expansion. Higher minimum wages have been suggested and have,
in fact, been implemented in a number of cities, but the effects of such
larger increases are much more uncertain (e.g., Jardim et al., 2017). The
minimum-wage levels chosen were also in uenced by other factors detailed
in Appendix D, Chapter 5 appendixes.

4. Scaling Up the WorkAdvance Program

WorkAdvance is perhaps the leading example of the new “sectoral”
training approach, in which program staff work closely with employers
to place disadvantaged individuals with moderate job skills into training
programs for speci ¢ sectors that have a strong demand for local workers.
We examine two policy options for scaling up the WorkAdvance Program
to a national level. Because the research evidence on WorkAdvance is much
stronger for adult men than for adult women, our proposals and policy
simulations focus on men, with the understanding that actual policy would

2 See https://www.mdrc.org/project/workadvance#overview.
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offer the program more broadly. Speci cally, our simulations apply the
program to all male heads of families with children and income below 200
percent of the poverty line.

WorkAdvance Policy #1: All male heads of families with children and
income below 200 percent of the poverty line would be eligible for
WorkAdvance programming. Training slots would be created for 10
percent of eligible men.

WorkAdvance Policy #2: All male heads of families with children and
income below 200 percent of the poverty line would be eligible for
WorkAdvance programming. Training slots would be created for 30
percent of eligible men.

Details on these policy options are provided in Appendix D, 5-5.

As shown by the rates of “market-income poverty” discussed in Chap-
ter 4 (refer to Figure 4-1), earnings alone are insuf cient for many fam-
ilies to lift themselves out of poverty. While one strategy for boosting
the incomes of low-income working families focuses on bene t programs
such as the EITC and the Child Tax Credit, another involves training and
employment programs designed to increase the job skills and employability
of low-skilled workers, thereby boosting the market wages they can earn.

Aside from programs that provide work incentives in the form of ben-

e t payments, most governmental efforts at increasing work have involved
training and employment programs, some associated with the receipt of
bene ts from a welfare program and some not (Barnow and Smith, 2016;
Lalonde, 2003). The two best known among these programs are the Work-
force Investment Act (WIA; now superseded by the Workforce Innovation
and Opportunity Act, WIOA) and the Job Corps Program. Evaluations
have shown that many of these programs have modest but positive impacts
on employment and earnings among both youth and adults, but that nei-
ther the programs nor the evaluations focus on low-income parents with
children.

The Career Academies Program was developed more than 40 years
ago to keep high school students engaged in school and prepare them for
postsecondary education and careerdEvaluations of the Career Academies
Program have shown positive earnings impacts, but here again the program
does not focus on the group of interest to this report—low-income families
with children—and there are also doubts as to whether the Career Acade-
mies Program can be scaled up to be a national program (Schaberg, 2017).

3 For more information about MDRC's evaluation of Career Academies, see https://www.
mdrc.org/project/career-academies-exploring-college-and-career-options-ecco#overview.
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Apprenticeship programs have frequently been mentioned in recent policy
debates, but virtually none of them has been evaluated in a rigorous way.
Mandatory employment programs for welfare recipients have been evalu-
ated rigorously, but only in the context of the now-defunct Aid to Families
with Dependent Children Program (see Chapter 7 for a more extensive
discussion).

Despite that paucity of evidence, the committee judged that for one
employment program—called WorkAdvance—the evaluation evidence was
suf ciently encouraging that we could feature an expansion of it as one
of the program and policy options in this chapter. The outside experts
consulted by the committee recommended simulating the effects of imple-
menting WorkAdvance.

The random-assignment evaluation of WorkAdvance showed that it
increased work and earnings across most of its sites (Hendra et al., 2016;
Schaberg, 2017; see details in Appendix D, 5-5). The evaluations of Work-
Advance tracked the outcomes for enrolled men in all four sites, but for
signi cant numbers of women in only one of the four sites. Moreover, the
earnings impacts for men in the training site that also included women were
very different from the impacts among men enrolled at the other three sites.
The results for women were therefore considered too statistically unreliable
to be featured in this report. We have no evidence-baserkason to want to
limit the chapter’'s program options to men, but the nature of the evidence
required us to do so.

5. Modi cations to the Supplemental
Nutrition Assistance Program (SNAP)

We examine two alternative expansions of the current SNAP program.

SNAP Policy #1: Increase SNAP bene ts by 20 percent for families
with children, make adjustments for the number of children age 12 and
above in the home ($360 more per teenager per year), and increase the
Summer Electronic Bene t Transfer for Children (SEBTC) ($180 more
per child per summer in prekindergarten through 12th grade).

SNAP Policy #2: Increase SNAP bene ts by 30 percent, make adjust-
ments for the number of children age 12 and above in the home ($360
more per teenager per year), and increase the Summer Electronic Bene t
Transfer for Children (SEBTC) ($180 more per child per summer in
prekindergarten through 12th grade).

Details on these two policy options are provided in Appendix D, 5-6.
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Evidence reviewed in Chapter 3 suggests that receipt of bene ts from
SNAP (and its predecessor program, Food Stamps) improves outcomes for
children, adults, and families in their nutrition, food security, and health.
Child health outcomes show improvements right away, while adult health
shows improvements in the longer term. Additionally, as shown in Chapter
4, SNAP lifts more children out of deep poverty than any other program,
and only the EITC (and other tax credits) lifts more children out of 100
percent poverty than SNAP. SNAP is therefore of central importance for
reducing child poverty.

The committee considered three policy elements regarding SNAP: ade-
quacy of benets, adjustment for ages of children, and children’s extra
food needs in the summer months. Here we provide a brief review of these
elements; a more complete literature review is provided in Appendix D, 5-6.

A growing body of evidence suggests that SNAP bene t levels are inad-
equate to provide most recipient families with food security. In 2017, more
than one-half (58%) of families receiving SNAP reported food insecurity
(Coleman-Jensen et al., 2018), and many families exhaust their SNAP ben-
e ts before the end of the month. A second rationale for increasing bene t
levels is that the time required for food preparation is too burdensome for
working families. SNAP bene't levels are based on the USDAs “thrifty
food plan,” which research has shown requires between 13 and 16 hours
per week of food preparation (Ziliak, 2016). 4 This is impossibly high for
adults who are working full time; in fact, almost no parents currently spend
anywhere close to that amount of time on food preparation. Adults who
work must instead economize on their time, and this means purchasing
more expensive, processed foods.

A second policy issue is that as currently designed, SNAP adjusts
bene ts to account for the age of the children in the home (Ziliak, 2017).
Dietary requirements for teenagers are almost as high as for adults, and
food insecurity has been shown repeatedly to be higher among families with
teenagers (Nord, 2009). Anderson and Butcher (2016) suggest that an addi-
tional $30 SNAP bene t per month per teenager would meet those needs.

SNAP’s SEBTC is designed to address food gaps for children during the
summer, when they lack access to school-based food assistance programs.
USDA pilot tests have found that a $60 per eligible child per month incre-
ment in bene ts reduced food insecurity among children by 26 percent
(Collins et al., 2016).

The committee chose its levels of SNAP expansion based on several
criteria. First, several outside experts recommended increasing the general
range we had proposed, and much of the research literature on the positive

4 For more information about USDAs food plans, see https://www.cnpp.usda.gov/
USDAFoodPlansCostofFood.
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effects of SNAP focused on increases within the proposed range. Another
factor was expected budgetary cost; the committee believed that this should
be considered in constraining the scope of our proposal increases. We also
considered the range of behavioral responses estimated in the research
literature, which the committee felt would not be suf ciently reliable at
levels considerably higher than those it chose. The levels we ultimately
chose were similar to those proposed to the committee by Ziliak (2017).
Further considerations used in choosing the levels are detailed in Appendix
D, Chapter 5 appendixes.

6. Modi cations to Housing Programs

We examine two expansions of the Housing Choice Voucher Program:

Housing Voucher Policy #1: Increase the number of vouchers directed
to families with children so that 50 percent of eligible families not cur-
rently receiving subsidized housing would use them.

Housing Voucher Policy #2: Increase the number of vouchers directed
to families with children so that 70 percent of eligible families not cur-
rently receiving subsidized housing would use them.

Details on these two policy options are provided in Appendix D, 5-7.

The cost of housing plays a key role in the calculation of the SPM pov-
erty thresholds, because adequate housing is essential to having an adequate
standard of living for low-income families. Among low-income renters in
the United States, 67 percent of their income went toward rent in 2012
(Collinson, Ellen, and Ludwig, 2016, Table 2.4), and such rising housing
costs for poor families have resulted in a high rate of eviction and housing
displacement among families with children (Desmond, 2016).

Despite the dozens of federal programs designed to help meet the hous-
ing needs of low-income families, only one-quarter of eligible households
participate in them (U.S. Congressional Budget Of ce, 2014), the three
largest being the Housing Choice Voucher Program, public housing, and the
Low-Income Housing Tax Credit (LIHTC). Although public housing has
been declining for many years, in terms of both the number of recipients
and expenditures, the housing voucher program has been expanding. The
housing voucher program served a little more than 2 million families with
expenditures of $18 billion in 2014. The LIHTC has also increased in size,
with almost 2 million units placed in service at a tax expenditure cost of $7
billion in 2014 (U.S. Congressional Budget Of ce, 2014).

The most vexing feature of housing programs is that only a xed
number of vouchers, public housing units, and LIHTC-built units are
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available. This has led to long waiting lists for assistance from these hous-
ing programs—particularly in the case of housing vouchers—to the extent
that in some cases the waiting lists have had to be closed to additional
applicants. In 2012, 4.9 million households were on waiting lists for hous-
ing vouchers and 1.6 million households were on waiting lists for public
housing (Collinson, Ellen, and Ludwig, 2016). About three-quarters of
families who qualify for bene ts do not receive them.

We limit the voucher take-up rate to 70 percent in Housing Voucher
Policy #2, in keeping with a report by the U.S. Department of Housing and
Urban Development (HUD), showing that a maximum of 70 percent of
families who are offered vouchers end up nding an apartment and actually
using the vouchers (Finkel and Buron, 2001). Our 50 percent simulation
(Policy #1) is simply a smaller and less expensive version of the 70 percent
policy. For both simulations, current income eligibility limits and rent pay-
ment formulas would remain as they were in 2015.

The committee chose to model expansions of voucher availability
rather than other modi cations, such as an increase in the level of housing
subsidies, primarily because most experts agree that limited availability
is currently the primary barrier preventing subsidized housing programs
from having a larger impact on poverty reduction. As noted above, the
70 percent take-up rate chosen for simulation by the committee represents
the maximum take-up rate possible, and hence no higher level could be
simulated. In addition, there is as yet no consensus among researchers as
to whether existing housing subsidy levels set by the government are suf-
ciently aligned with true market rents faced by low-income families; as a
result, a simulation of changes in subsidy levels would produce uncertain
results. The committee was also in uenced by the recommendations of
outside experts with respect to levels, as detailed in Appendix D, Chapter 5
appendixes.

7. Modi cations to the Supplemental
Security Income (SSI) Program

We examine two child-focused modi cations to the SSI program, both
of which involve increases to current child bene t levels:

SSI Policy #1: Increase by one-third the maximum child SSI bene t (to
$977 per month from a current baseline of $733).

SSI Policy #2: Increase by two-thirds the child SSI benet (to $1,222
from a current baseline of $733).

Details on these two policy options are provided in Appendix D, 5-8.
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SSI is a federal assistance program designed for three categories of
low-income individuals: the elderly, disabled nonelderly adults, and dis-
abled children. In 2016, about 1.2 million children under age 18 received
bene ts from SSI, with an average monthly payment of $649.58 (U.S. Social
Security Administration, 2017). As seen in Chapter 4, the SSI program plays
a noteworthy role in alleviating both child poverty and deep child poverty.

Child SSI bene t levels are low relative to the additional out-of-pocket
costs families incur when providing care for a disabled child (Kuhlthau et
al., 2005). Families who care for a child with special health care needs also
incur signi cant costs in the form of their own lost earnings. For instance,
Romley and colleagues (2017) estimate that families provided 1.5 billion
hours of health care annually to children with special health care needs,
which in turn reduced their earnings by $17.6 billion (in 2015 dollars), or
$3,200 per child per year.

Child SSI recipients are among the nation’s most vulnerable children,
with diagnoses such as intellectual disability, Down Syndrome, cerebral
palsy, and blindness (see Appendix D, Table 5-2, for a list of diagnostic
groups of 2016 child SSI recipients). Only 1.7 percent of all children receive
SSI bene ts; to qualify, children need to meet stringent medical eligibility
criteria based on a physician’s functional assessment (Romig, 2017)More -
over, family incomes need to be below 100 percent of the federal poverty
line for a child to qualify for full bene ts. Bene ts decline as earnings rise,
with eligibility phasing out completely at about 200 percent of the federal
poverty level (Romig, 2017)8 In addition, family assets can be no higher
than $2,000, if the child lives with one parent, and $3,000, if the child lives
with two parents.

The levels of the bene t increases chosen by the committee are based
on the recognition that current income eligibility levels in the child SSI pro-
gram are only slightly above those for families without disabled children.
Consequently, at present the program implicitly assumes that families with
disabled children need very little in additional resources to care for such
children. Increases in bene t levels would address that concern.

5Child SSi eligibility rules have undergone several important changes in its history, including
major changes in congressional legislation in the 1990s, that have generated extensive dis-
cussion regarding whether eligibility determinations should be altered (Daly and Burkhauser,
2003; Duggan, Kearney, and Rennane, 2016). We con ne our recommendations to changes
in bene t levels and do not consider possible change in eligibility rules, which would be quite
complex.

6 This varies by a number of factors including whether it is a one- or two-parent family, the
number of children in the family, and by earned or unearned income.
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8. A Child Allowance Program

A child allowance is a monthly cash payment to families for each child
living in the home. We consider two child allowance options:

Child Allowance Policy #1: Pay a monthly bene t of $166 per month
($2,000 per year) per child to the families of all children under age
17 who were born in the United States or are naturalized citizens. In
implementing this new child allowance, we would eliminate the Child
Tax Credit and Additional Child Tax Credit as well as the dependent
exemption for children. The child allowance bene t would be phased
out under the same schedule as the Child Tax Credit.

Child Allowance Policy #2: Pay a monthly bene t of $250 per month
($3,000 per year) per child to the families of all children under age 18
who were born in the United States or are naturalized citizens. (As with
Child Allowance Policy #1, we would eliminate the Child Tax Credit
and Additional Child Tax Credit as well as the dependent exemption
for children.) The child allowance bene t would be phased out between
300 and 400 percent of the poverty line.

Details on these two policy options are provided in Appendix D, 5-9.

A child allowance is a monthly cash payment to families for each child
living in the home. When offered universally (to all families with children),
child allowances do not stigmatize low-income bene ciaries, but instead
have the potential to integrate them into the social mainstream (Gar nkel,
Smeeding, and Rainwater, 2010; Kumlin and Rothstein, 2005; and Rain-
water, 1982). Because child allowance bene ts are not reduced as earnings
increase (at least not until incomes reach 300 percent of the poverty line in
our Policy #2), they provide a more secure oor than means-tested bene-
ts, one that does not penalize intermittent work. At least 17 rich nations
(including all of the English-speaking countries discussed in Chapters 2
and 4, other than the United States) have some form of a child allowance.

The U.S. federal tax system’s current $2,000 child tax credit (up from
$1,000 beginning in 2018) is akin to a once-a-year child allowance. Most
families with children bene t from its $2,000 per child reduction in taxes.
But these bene ts are not universal: Families with no or very low incomes
(and the very rich) are not eligible. We effectively convert the current Child
Tax Credit into a nearly universal child tax credit by extending eligibility
to receive the same ($2,000 per year) amount per child to include those
with low or no earnings. Further, we convert the nearly universal child
tax credit to a nearly universal child allowance by paying the bene t on a
monthly basis, because doing so enhances a family’s economic security (see
Chapter 8).
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When determining the appropriate level of the child allowance, it is
important to balance poverty reduction and expected cost (Schaefer et al.,
2018). The levels we specify are modest relative to those in many other
countries and are intended to limit budgetary costs. We propose two alter
native levels and gauge their impact on the poverty reduction and cost.

9. A Child Support Assurance Program

The committee simulated two variants of a policy option proposed by
Cancian and Meyer (2018):

Child Support Assurance Policy #1: Set guaranteed minimum child
support of $100 per month per child.

Child Support Assurance Policy #2: Set guaranteed minimum child
support at $150 per month per child.

Details on these two policy options are provided in Appendix D, 5-10.

More than one-half of today’s children will likely spend some time
living with a single parent (Bumpass and Raley, 1995), mostly with a single
mother (Vespa, Lewis, and Kreider, 2013), and increasingly with mothers
who have never been married (Child Trends, 2016). Child support— nan-
cial support provided by the nonresident parent (most often the father)—
is an important source of income for custodial parents (Administration
for Children and Families, 2016b). However, the potential anti-poverty
effectiveness of child support is undermined by the unstable employment
of many nonresident parents and their failure to comply fully with child
support orders. Our proposals here are for a publicly nanced minimum
child support bene t.

Single-mother households, and never-married mothers in particular,
are much more likely to be poor than two-parent households (McLanahan,
2009). Children in single-parent families are disadvantaged compared with
children in two-parent families precisely because there is only one parent
and hence only one potential earner. In the United States, individual states
and the federal government have already substantially strengthened enforce-
ment of noncustodial child support orders (Gar nkel, 1994a). Enforcing
private support is important because it reinforces social norms regarding
the obligations of parents to provide nancial support for their children.

As an anti-poverty tool, child support enforcement is inherently limited,
because child support from fathers with low and irregular incomes tends
to be low and irregular. This is not to say that all fathers of the children
who live with low-income mothers are themselves poor or near poor or
that child support enforcement has no role to play. In 2015, private child
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support reduced the number of poor children by nearly 800,000 (Renwick
and Fox, 2016). Despite improvements in child support enforcement over
the last 40 years, however, it is still the case that fewer than one-half of all
custodial parents who are supposed to receive child support receive all the
support that is due to them, and more than a quarter receive nothing in a
given year (Grall, 2018). An “assured child support bene t” would increase
the amount and regularity of child support and also would likely reduce
the dependence of single mothers on TANF and other safety net programs.

Drawing from the experience of Sweden (Gar nkel, 1994b), a publicly
nanced minimum child support bene t—one that is conditional on the
custodial parent being legally entitled to receive private child support—
reduces the poverty and insecurity of single mothers and their children. It
also increases mothers’ incentives to cooperate in identifying the fathers of
their children, establishing paternity, and securing a child support award
(Cancian and Meyer, 2018; Gar nkel et al., 1990; Gar nkel, Meyer, and
Sandefur, 1992; Schroeder, 2016). It may also reduce the father’s incentive
to pay child support. Little is known about the magnitudes of these incen-
tive effects.

The $150 guaranteed minimum per child we propose is based on
Cancian and Meyer (2018), who argue that it would provide a minimum
level of support for families with children, enabling them to meet monthly
expenses in the absence of the same amount of support from noncustodial
parents, but it would exceed the level of support based on other criteria.
Cancian and Meyer also propose requiring a certain standard of support
from noncustodial parents, but that part of their proposal is not directly
related to our focus: the poverty rate of families with children. We also
choose an alternative—slightly lower—Ilevel of minimum support, $100
per child, to gauge the effect of the level on costs and poverty reduction.

10. Modi cation to Immigrant Policies

Given the demographic importance of children of immigrants and
restricted program eligibility for unauthorized and nonqualied immi -
grants, the following changes were simulated:

Immigrant Policy #1: Restore program eligibility for nonquali ed legal

immigrants. This option would eliminate eligibility restrictions for

nonquali ed parents and children in the SNAP, TANF, Medicaid, SSI,
and other means-tested federal programs.

Immigrant Policy #2: Expand program eligibility for all noncitizen
children and parents. This option would eliminate eligibility restrictions
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for all noncitizen parents and children in the SNAP, TANF, Medicaid,
SSI, and other means-tested federal programs.

Details on these two policy options, as well as more information on the pol-
icy background regarding immigrant eligibility for anti-poverty programs,
are provided in Appendix D, 5-11.

Nearly one-quarter (24.7% as of 2014) of U.S. children live in an immi-
grant family, de ned as a family where at least one parent is foreign-born
and/or the child is foreign-born, and 10.2 percent of children live in nonciti-
zen families, de ned as families where at least one parent and/or child is not
a U.S. citizen (Urban Institute, Children of Immigrants database). While the
vast majority of children in the United States are themselves U.S. citizens,
living in a mixed family (one where other members are not citizens) may
affect children’s receipt or level of bene ts, because noncitizen immigrants
are ineligible for various programs.

The Personal Responsibility and Work Opportunity Reconciliation
Act of 1996 (PRWORA) established restrictions to immigrant eligibility,
such as requiring U.S. residence for at least 5 years, for various categories
of immigrants lawfully residing in the United States (National Research
Council, 1999; Siskin, 2016). (See Appendix D, Chapter 5 appendixes for
details on immigrant eligibility before PRWORA and additional changes
associated with PRWORA, such as the expanded de nition of “public
charge.”) Several of these restrictions were eliminated soon after welfare
reform, but others remain (Singer, 2004). The programs affected are SNAP,
TANF, Medicaid, SSI, and in general means-tested federal programs. Even
when immigrants are eligible, they may fail to apply for bene ts because
of their limited awareness of their eligibility or due to a fear of deportation
or of compromising their ability to apply for citizenship if they become a
“public charge” (e.g., Alsan and Yang, 2018; Watson, 2014).

With children in immigrant families representing one-fourth of the U.S.
child population and having higher poverty rates than children in nonimmi-
grant families, the committee proposed two changes to immigrant program
eligibility with considerable potential for reducing poverty among children
in immigrant families. These proposals were also chosen to address another
criterion the committee set for itself: social inclusion. Under the current pol-
icy regime, restrictions to legal immigrants’ eligibility may increase poverty
rates among children in immigrant families, the vast majority of whom are
U.S. citizens. Additionally, some groups of legal immigrants who are income
eligible are currently denied access to programs solely on the basis of their
immigrant status.
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IMPACTS ON POVERTY, COST, AND EMPLOYMENT

With two options for each of 10 program and policy areas, we have
offered many different ideas for reducing child poverty. Several key ques-
tions remain: If implemented, how successful would they likely be at achiev-
ing that goal? How do the costs of the various programs compare? And
what would be their impacts on earnings and employment?

This nal section provides a summary of the projected impacts of
these approaches along three key dimensions: (1) child poverty reduction;
(2) budget cost; and (3) earnings and jobs. We conclude with a summary
and comparison of each of these impacts for all 10 of our program areas,
including information on social inclusion, which was part of one of the
criteria identi ed in Chapter 1. Details on our simulation assumptions and
results are provided in Appendixes E and F.

Child Poverty Reduction

The core of the committee’s statement of task is poverty reduction.
Which of the program and policy options, individually or in combination,
would reduce child poverty by one-half in 10 years? The committee has
considered three poverty lines, all de ned using the SPM: 100 percent of
SPM (“poverty”), 50 percent of SPM (“deep poverty”), and 150 percent
of SPM (“near poverty”). As with the data presented in prior chapters,
our estimates of poverty reduction are based on the TRIM3 simulation
model, which adjusts for underreporting of a number of important income
sources’

Figure 5-1 shows percentage point reductions in child poverty de ned
by 100 percent of the SPM threshold. While the committee’s goal of reduc-
ing child poverty by one-half would require a 6.5 percentage point drop
(from 13.0 to 6.5%), it is clear that none of the program and policy options
we discuss was estimated to achieve this goal on its own. The more sub-
stantial child allowance option, which would replace the child tax credit
and child tax exemption with a universal $3,000 payment per child per
year, comes closest. It would generate a 5.3 percentage point reduction in
poverty. The less substantial child allowance option (with a $2,000 annual
payment, lower maximum eligibility age, and different phase-out) is esti-
mated to produce a 3.4 percentage-point poverty reduction.

Funding housing vouchers to the point that 70 percent of eligible non-
participating families with children would receive them would produce a

7 Our poverty-reduction estimates are based on annual income. We therefore ignore issues
related to the timing of income and bene ts within the year as well as other administrative
and implementation details surrounding each policy. See Chapter 8 for a discussion of the
importance of intra-year income instability and of cumbersome enroliment procedures.
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FIGURE 5-1 Simulated child poverty rates using 100 percent TRIM3 SPM under

proposed programs.

NOTE: EITC = Earned Income Tax Credit; SNAP = Supplemental Nutrition Assis-

tance Program; SSI = Supplemental Security Income.
SOURCE: Estimates from TRIM3 commissioned by the committee.
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3.0 percentage-point poverty reduction, while the less substantial housing
voucher program and the more substantial EITC and SNAP policy options
would each reduce poverty by at least 2 percentage points. The less sub-
stantial proposals for expanding the EITC, SNAP, the Child and Dependent
Care Tax Credit, and immigration eligibility would all reduce child poverty

by at least 1 percentage point.

These differential effects re ect the varying size of the proposed
increases in bene ts for the programs in question, the varying breadth of
program coverage, and behavioral effects. The larger effects achieved by
the child allowance, EITC, and SNAP programs result in part from the
signi cant increases in bene ts in our program proposals. Those bene t
increases are much larger than the increases proposed in the child support
assurance proposal or the earnings increases that would accrue from a
higher minimum wage. But the greater poverty-reducing impacts of these
three proposals, as well as the 70 percent housing voucher program, also
re ect their near-universal coverage of low-income families with children.
Much smaller fractions of the target population—children living in low-
income families—would be affected by an increase in the minimum wage,
an expansion of the WorkAdvance Program, or our proposed expansions
of the SSI program.

In the case of deep (under 50% of SPM) poverty (see Figure 5-2), the
$3,000 child allowance option is estimated to produce the biggest impact
by far. Reducing deep poverty by 1.4 percentage points would cut the
estimated rate of deep poverty by one-half (from its initial level of 2.9%),
thus all but meeting our mandated 50 percent reduction goal for deep
poverty. The SNAP and housing voucher proposals, as well as the less
generous child allowance proposal, would reduce deep poverty by at least
one-half of a percentage point. The EITC and child care proposals have
much smaller comparative impacts on deep poverty than on 100 percent
poverty, because those programs are targeted toward workers, and families
in deep poverty have less connection to the labor market. The minimum
wage, WorkAdvance, SSI, and immigrant policy proposals would have little
impact on the number of children living in deep poverty.

Figure 5-3 shows the impacts of the program on near poverty, de ned
as below 150 percent of the SPM. For the majority of the programs we have
proposed, the reduction in poverty at this level is smaller than the reduc-
tion based on a 100 percent poverty line (and sometimes substantially so)
because the income eligibility thresholds for the proposals are rarely much
higher than 100 percent of SPM poverty. The programs with impacts on
families living under 100 percent and under 150 percent of poverty that
differ the least are the two child allowance proposals, both of which have
high income thresholds and hence relatively large impacts on near poverty.
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FIGURE 5-2 Simulated child poverty rates using 50 percent TRIM3 SPM under

proposed programs.
NOTE: EITC = Earned Income Tax Credit; SNAP = Supplemental Nutrition Assis-

tance Program; SSI = Supplemental Security Income.
SOURCE: Estimates from TRIM3 commissioned by the committee.
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FIGURE 5-3 Simulated child poverty rates using 150 percent TRIM3 SPM under
proposed programs.

NOTE: EITC = Earned Income Tax Credit; SNAP = Supplemental Nutrition Assis-
tance Program; SSI = Supplemental Security Income.

SOURCE: Estimates from TRIM3 commissioned by the committee.

CONCLUSION 5-1: Using a threshold de ned by 100 percent of the
Supplemental Poverty Measure, no single program or policy option
developed by the committee was estimated to meet the goal of 50 per
cent poverty reduction. The $3,000 per child per year child allowance
policy comes closest, and it also meets the 50 percent reduction goal
for deep poverty.

CONCLUSION 5-2: A number of other program and policy options
lead to substantial reductions in poverty and deep poverty. Two
involve existing programs—the Supplemental Nutrition Assistance
Program and housing vouchers. The option of a 40 percent increase
in Earned Income Tax Credit bene ts would also reduce child poverty
substantially.
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Tradeoffs Among Poverty Reduction,
Budget Cost, and Employment

The policy and program options we have analyzed present tradeoffs
for policy makers to consider. Some options achieve greater reduction in
child poverty but at signi cant budgetary cost, while other options increase
employment and earnings but move fewer children out of poverty. We rst
look at poverty reduction and cost tradeoffs and then consider the tradeoffs
between poverty reduction and changes in employment and earnings.

Figure 5-4 shows the poverty reduction/budget cost tradeoffs among the
program and policy options developed by the committee by plotting budget
cost on the vertical axis and the number of children lifted above the 100
percent SPM poverty line on the horizontal axis. Costs shown in Figure 5-4
are based on the tax code prevailing in 2015; costs using the 2018 tax code

oo fo
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FIGURE 5-4 Simulated number of children lifted out of poverty, by program cost.
NOTE: CA = Child Allowance; CC = Child Care; CSA = Child Support Assurance;
EITC = Earned Income Tax Credit; HV = Housing Vouchers; IMM = Immigrant;
MW = Minimum Wage; SNAP = Supplemental Nutrition Assistance Program; SSI
= Supplemental Security Income; WA = WorkAdvance. Administrative costs are
included for WA but not for other programs. Program costs are based on the tax
code prevailing in 2015.

SOURCE: Estimates from TRIM3 commissioned by the committee.
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are provided in Appendix E and are generally quite similar. The trend line
divides programs into those that cost relatively more per child moved out of
poverty (above the line) and those with a lower-than-average cost per child
(below the line). Program summaries and abbreviations are given in Box 5-2.
As might be expected, there is a strong positive relationship between
cost and the number of children moved out of poverty. Using the results
across all of our policies and programs, moving a million children out
of poverty (which reduces the current rate of 100% of SPM-based child
poverty—13.0%—by roughly 1.3 percentage points) costs an average of
about $15 billion per year. Some programs, such as the SNAP expansions,
lie above the regression line, implying that they have higher-than-average
costs per child moved out of poverty. This is due in part to the fact that the
behavioral effects of these programs lead to reductions in earnings.

BOX 5-2
Summary of Simulated Programs and Policies

EITC Policy #1 ,QFUH®PNYH H QWRWBESKDVH Q@GDIR UWRRQV
the EITC schedule (labeled “EITC1” in the graphs).

EITC Policy #2 ,QF UH®IV\HP H EW V S H U F Bl B WRAWRKHHQ WMLFUKH G-
XONHH S WEHX U UHmMQB KV KSH D V H LIRHKOW R, @ &

Child Care Policy #1 Convert the Child and Dependent Care Tax Credit
(&'&7& WRIXOWH | X Q GV EF H B QWR Q F H QMNB\B VHHR VP LO L H V
with the lowest incomes and with children under age 5 (CC1).

Child Care Policy #2 *X DU D QDVNHV W D RW K&K L & B UHQ GH-
velopment Fund (CCDF) for all eligible families with incomes below 150 percent of
the poverty line (CC2).

Minimum Wage Policy #1 5DLWHKFHXUUHQW HKR XH GHR D®L-
PXPZDJMWR D Q GQ GIHW RQ A D W/ ILVRMI M\

Minimum Wage Policy #2 Raise the federal minimum wage to $10.25 or
WKHVEHUFHRWKEMD WRIXZOV B L VWU LEKWKRQIHRZ BQ G
L Q GIHW RQ A D IV IVRAMQ) D\

WorkAdvance Policy #1 ([SDOQHGO LJLIRUIRUWSGY BQRHUDPPLQJ
to all male heads of families with children and income below 200 percent of the
poverty line and create training slots for 10 percent of them (WAL).

WorkAdvance #2 ([SDQKEOLJLIRHURIUW S G Y SQURRH U D PW R@JXO
male heads of families with children and income below 200 percent of the poverty
line and create training slots for 30 percent of them (WAL).

SNAP Policy #1 ,QFUH®MIBEHQHEW VS H U F HQUI P L OALHAWVK
FKLOGUDHNBIGMXVWMRRKKMXYPERIBKLOB®UHQDQBERYAVKH
KRP I QGQFUHMWDBHKPPHOHFW %RQIEHR WQ VREK L O GAJIHG

SNAP Policy #2 ,QF UH®INSBEHQHBRWVSHUFIRQWBIGMXVWPHQW YV
for the number of children age 12 and above in the home, and increase the Sum-
PHWOHFW bRIQIHAWQ VRHEIK L O G&IHG
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While Figure 5-4 focuses on the number of children brought above the
100 percent SPM poverty line, we note that our proposed expansions would
help to narrow the “poverty gap” of poor children by raising their fami-
lies’ incomes even when the increases are not suf cient to lift them above
the poverty line. Most of these proposed expansions would also raise the
incomes of many families with incomes between 100 and 150 percent of
SPM poverty. Program expansions with higher-than-average costs have dif-
ferent impacts on lower-income families (relative to higher-income families)
than other programs have, and as a result they lift relatively fewer family
incomes above the poverty line.

The EITC and the Child and Dependent Care Tax Credit expansions
(the latter is labeled “CC1” in the gure) lie below the regression line. These
programs cost less than average because part of their poverty-reducing

Housing Voucher Policy #1 , QFUHWYMHXPERN R X FKE UYH MWVRH |G
families with children so that 50 percent of eligible families not currently receiving
VXEVLAXKRNBZRXBEBMW KHPI

Housing Voucher Policy #2 , QFUHWYMHXPERN R X FKEG UYH MWVRH |G
IDPLQULHNRKLOEBMHKQDBHUFR IR WL JICEFO IR U U HUHW B LY L QJ
VXEVLAKRNEZRX A8 MW KHPI

SSI Policy #1 ,QF UHB\RI) H WK KRDG L P XFRK LBXBGE H Q H &8V

SSI Policy#2 ,QF UHB\WHZ. R W W/ KRB\ P XFK LBBGE H Q H GV

Child Allowance Policy # 3D\DP R Q WKKQ HRAW SHPRQWHKU
FKLO®& KIBDPLORIBE®LO XQ@E UH ZKRZHUER U@V KEQLWH
6WDWBVERDWXUBDW]IHB@FMS OH P HQKQMEK LIDGO R Z BIQ E R-
inate the Child Tax Credit and additional child tax credit as well as the dependent
exemption for children.) (CA1)

Child Allowance Policy #2 3 D\DP R Q WKHQ® HRAW SHPRQWHKU
child to the families of all children under age 18 who were born in the United
6WDWBV@RDWXUBDW]IHB@KMS OH P HQKQIMEK LID@O R Z BIQ E R-
inate the Child Tax Credit and additional child tax credit as well as the dependent
H[HPSWRRRL O GAKIQRXMK LDGO R ZDIWEHEMWWZHHQHUFHQW
and 400 percent of the poverty line (CA2).

Child Support Assurance Policy #1 6 HWX D U D QRVUHH.® K IR L\D)GS-
port of $100 per month per child.

Child Support Assurance Policy #2 6 HWX D U D QRVULHH @ K IR L\DXGS-
port at $150 per month per child.

Immigrant Policy Option #1: 5 HVWRSHRJUDPLILER@RYTXDOLAHG
OHJIDRP L J U D QRIS W HROQ P L QHBOV BIVE H® WU\ R\WW RRYX D O LIAH G
parents and children in the SNAP, TANF, Medicaid, SSI, and other means-tested
federal programs.) (IMM1)

Immigrant Policy Option #2: ([SDQ®SURJUDAPL JLIRRIIDAMWQ FLWL|JHQ
FKLOGQRBRUHQWIRSWHRQP L @IDWHVEHOWWLRIMQRQVLWL(IHQ
parents and children in the SNAP, TANF, Medicaid, SSI and other means-tested
federal programs.) (IMM2)

@
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impact comes from the behavioral effects of increased earningsTaxes
paid on these earnings reduce net government costs, while at the same time
the increased earnings triggered by work incentives add to family income.
Similarly, the two minimum wage policies actually reduce net government
expenditures, owing to the fact that they increase earnings, so tax revenues
on the earnings increase and expenditures on bene ts from transfer pro-
grams decrease. At the same time, these minimum wage policies do not lift
many children above the poverty line.

The majority of the programs fall under one of two clusters: a cluster

of policy and program proposals that not only cost under $10 billion per
year but also move relatively few children out of poverty, and a cluster of
proposals that not only cost more but also lift more children out of poverty.
In the former category are the reforms related to SSI, child care, one of the
immigrant reforms, minimum wage expansions, child support assurance
reforms, and the less substantial EITC expansion. None of these programs
was estimated to lift more than 1 million children out of poverty.

In the second cluster are the SNAP and housing expansions, the more
substantial EITC expansion, and the $2,000 per child per year child allow-
ance proposals. These programs would move between 1 to 3 million chil-
dren out of poverty, at a cost ranging from $20 to $40 billion. The $3,000
per child per year child allowance would move almost 4 million children
out of poverty, but it would do so at a cost of $54 billion.

CONCLUSION 5-3: Programs producing the largest reductions
in child poverty are estimated to cost the most. Almost all of the
committee-developed program options that lead to substantial poverty
reduction were estimated to cost at least $20 billion annually.

Policy Tradeoffs with Earnings. Tradeoffs between poverty reduction
and annual earnings changes are shown in Figure 55As in Figure 5-4,
the horizontal axis shows the number of children brought above the 100
percent SPM poverty line by the given program or policy option, but here
the vertical axis shows estimated changes in earned income brought about
by the behavioral responses to the introduction of the respective program

8 Details concerning poverty reduction, cost, and employment and earnings changes in the
absence or presence of behavioral responses can be found in Appendix E. Some effects are
quite substantial. For example, in the case of the rst child care policy, which would expand
the Child and Dependent Care Tax Credit, the induced employment changes not only increase
poverty reduction but also increase government cost by roughly a factor of four but also nearly
triple program costs.

9 As shown in Appendix E, tradeoffs between poverty reduction, earnings, and employment
are affected very little by the 2018 tax reforms. Accordingly, only the 2015 tax law simulation
results are shown in Figures 5-5 and 5-6.
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FIGURE 5-5 Simulated number of children lifted out of poverty, by change in
earnings.

NOTES: Earnings changes are limited to individuals living in households with in-
comes below 200 percent of SPM poverty. CA = Child Allowance; CC = Child Care;
CSA = Child Support Assurance; EITC = Earned Income Tax Credit; HV = Housing
Vouchers; IMM = Immigrant; MW = Minimum Wage; SNAP = Supplemental Nutri -
tion Assistance Program; SSI = Supplemental Security Income; WA = WorkAdvance.
SOURCE: Estimates from TRIM3 commissioned by the committee.

or policy. It is important to note that the earnings and employment changes
plotted here are limited to workers in low-income families, de ned as
having family incomes below 200 percent of SPM poverty. This restriction
was imposed because a few of the policy proposals—especially the two
involving the minimum wage—would boost the earnings of workers in
middle- and even high-income familiest®

10|n the case of Minimum Wage Policy #1, for example, earnings would increase by more
than $12 billion per year overall, but only a quarter of that amount would be gained by work-
ers in low-income households. The committee judged that the behavioral responses among
low-income families would be much more relevant to our study than the behavioral responses
in other portions of the income distribution.
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Earnings changes vary widely—from a nearly $6 billion drop in aggre-
gate earnings in the case of Housing Voucher Policy #2 to more than a $9
billion increase in aggregate earnings in the cases of EITC Policy #2 and
Child Care Policy #1. Apart from the minimum wage proposals, proposals
for programs and policies that gear bene ts to earned income are estimated
to produce the greatest increase in earnings, in this case in the $4 billion to
$10 billion range. By contrast, SNAP, subsidized housing, and child allow-
ance programs are estimated to reduce earnings by amounts ranging from
$1 billion to $6 billion.

An interesting combination of substantial reductions in the number of
poor children and substantial earnings increases is projected for Child Care
Policy #1, which converts the Child and Dependent Care Tax Credit into a
fully refundable tax credit. It would reduce the number of poor children by
nearly 1 million and increase total earnings by $9.3 billion, an amount that
would exceed the cost of the program (estimated at $5.1 billion).

Policy Tradeoffs with Employment. Tradeoffs between poverty reduc-
tion and changes in employment are shown in Figure 5-6. As in Figure 5-5,
employment changes plotted here are limited to workers in families with
income less than twice the 200 percent SPM poverty line. With one notable
exception, the patterns are similar to those found for changes in earnings. In
general, work-based programs increase employment angene ts-based pro-
grams reduce employment. More notably, our expansions of the CDCTC
and the more generous version of the EITC would increase net employment
by more than 500,000 jobs.!! The exception is our minimum wage propos-
als, both of which increase earnings but are estimated to reduce employ-
ment in the 28,000 (MW?2) to 42,000 (MW1) range.

CONCLUSION 5-4: Projected changes in earnings and employment in
response to simulations of our program and policy options vary widely,
but taken as a whole they reveal a tradeoff between the magnitude of
poverty reduction and effects on earnings and employment. Work-
based program expansions involving the Earned Income Tax Credit and
the Child and Dependent Care Tax Credit were estimated to increase
earnings by as much as $9 billion and employment by as many as half
a million jobs. Programs such as the child allowances and expansions
of the housing voucher program were estimated to reduce earnings by
up to $6 billion and jobs by nearly 100,000. The bulk of the remain-
ing program and policy proposals are estimated to evoke more modest
behavioral responses.

11 Jobs include full- and part-time jobs. For more details, see Appendix F, the TRIM3 Tech-
nical Appendix.
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FIGURE 5-6 Simulated number of children lifted out of poverty by change in jobs.
NOTES: Job changes are limited to individuals living in households with incomes
below 200 percent of SPM poverty. CA = Child Allowance; CC = Child Care;
CSA = Child Support Assurance; EITC = Earned Income Tax Credit; HV = Housing
Vouchers; IMM = Immigrant; MW = Minimum Wage; SNAP = Supplemental Nutri -
tion Assistance Program; SSI = Supplemental Security Income; WA = WorkAdvance.
SOURCE: Estimates from TRIM3 commissioned by the committee.

Impacts Across Demographic Subgroups

With 20 program and policy options and nine demographic subgroups
of interest, it is dif cult to summarize poverty-reduction patterns in a suc-
cinct way. Full details are provided in Appendix D, Tables D5-3, D5-4, and
D5-5, and in Appendix E. Perhaps the most important lesson is that all 20
program and policy options reduce child poverty across virtually all groups.

However, the poverty reductions induced by the various policy and
program options vary substantially across groups and policies. Table 5-1
provides a summary of poverty reductions by subgroup. The rst row of
the table repeats the baseline poverty rates for particularly disadvantaged
subgroups shown in Chapter 2, which range from about 17 percent for
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TABLE 5-1 Simulated Poverty Reduction of Various Programs and
Policies Across Demographic Subgroups

Single

chi)IAd”ren Black Hispanic mglgreardnuoe:tz ;;\;\(r)el:j?s bio:)aac:ggtive No workers Ct::iilgzr;zta Child citizen M;;!z Zlgs
Baseline 13.0% 17.8% 21.7% 32.5% 22.9% 22.4% 61.5% 33.3% 31.5% 23.8%
EITC1 -9.2%
EITC 2 -16.2%
Child Care 1 -9.2%
Child Care 2 -4.6%

Minimum Wage 1~ -1.5%
Minimum Wage 2 -0.8%
WorkAdvance 1 -0.0%
WorkAdvance 2 -0.8%
SNAP 1 -13.1%
SNAP 2 -17.7%

Housing Vouchers 1 -16.2%

Housing Vouchers 2 -22.3%

Ssi1 -1.5%

SsI 2 -3.1%

Child Allowance 1 -26.2%
Child Allowance 2 -40.8%
Child Support 1 -1.5%
Child Support 2 -4.6%
Immigrant 1 -0.8%
Immigrant 2 -8.5%

NOTES: EITC = Earned Income Tax Credit; SNAP = Supplemental Nutrition Assistance Pro-
gram; SSI = Supplemental Security Income. The vertical dashes indicate that theportionate
poverty reduction was within 1 percent of the overall reduction; green circles indicate that
the reduction was more than 1 percent greater than the overall reduction; and red circles
indicate that the reduction was more than 1 percent smaller than the overall reduction.
SOURCE: Committee created based on commissioned analyses of TRIM3.

Black children to more than 60 percent for children in families with no
adult workers. Down the rst column of the table are the proportionate
reductions in overall child poverty associated with each of the program
and policy options. For example, the “9.4%” entry for the rst EITC
option indicates our estimate that implementing this policy would reduce
the overall number of children with family incomes below the poverty line
by 9.4 percent!?

The green and red circles and the vertical dashes across the rst row
indicate whether the percentage reduction in poverty for children from the
rst EITC option in the given subgroup is larger (green), about the same

12 Table 5-1 mixes percentage-point poverty rates across the top row with proportionate
reductions in the number of poor children in each group. Given the very different baseline
rates of poverty across groups, it made the most sense to show proportionate reductions in
the number of poor children within a group.
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(vertical dashes), or smaller (red) than the 9.2 percent reduction among all
poor children.?® The table shows that the rst EITC option, which expands
the phase-in and at portions of the EITC schedule, produces dispropor
tionately large poverty reductions for Black children, children living with
single parents, and children with relatively younger mothers. It reduces
poverty relatively less for immigrant children, children not living with bio-
logical parents and—unsurprisingly, given the earnings orientation of the
policy—children living in families with no adult workers.

A broader look at Table 5-1 provides several general lessons. First,
some groups—Black children and children living with single mothers or
young mothers—tend to bene t more than average from many of the pro-
gram and policy options. On the other hand, other groups—in particular,
children in immigrant families (even if the children themselves are citizens)
and children in families with no workers—tend to bene t proportionately
less. This is particularly worrisome, given that the poverty rates of these
groups (shown in the rst row) are already among the highest in the table.
These patterns re ect the fact that many of our program and policy ideas
are oriented toward working families, and in only one case (the second
immigration option) are bene ts extended to noncitizens.

A second general lesson is that few of the program and policy options
provide substantially disproportionate bene ts for most of the subgroups
listed in the table. Exceptions are the two child allowance proposals, which
disproportionately benet all groups other than noncitizens and Hispanic
children.

CONCLUSION 5-5: The 20 program and policy options generate
disparate impacts across population subgroups in our simulations.
Although virtually all of them would reduce poverty across all of the
subgroups we considered, disproportionately large decreases in child
poverty occur only for Black children and children of mothers with low
levels of education. Hispanic children and immigrant children would
bene t relatively less.

Tradeoffs Among All of the Committee’s Criteria

In addition to impacts on cost, employment, and reduction in 100 per
cent SPM poverty, the committee judged it important to consider several
other dimensions of possible program impacts. In response to the evidence
cited in Chapter 3 regarding the detrimental impacts of growing up in a
family whose income is far below the of cial poverty thresholds, the com-
mittee added to its list of criteria reductions in the number of children in
deep poverty (under 50% of SPM poverty). To provide a more complete

13 See Appendix D, 5-13, for details.
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picture of impacts on the larger group of low-income children, we have
also looked at reductions when the poverty threshold is set at 150 percent
of the SPM poverty line.

In Chapter 1, we also argued for the importance of promoting social
inclusion, for example by reducing the sense of stigma among groups
receiving bene ts from social programs. We struggled to develop a strong
measure of inclusion and, as explained in this chapter’s appendix (Appendix
D), settled for gauging the extent to which our policy and program options
would promote social inclusion by looking at the reduction of poverty rates
between groups. Policies that promote social inclusion show a reduction in
the gaps in poverty rates between groups.

Table 5-2 provides a summary of the performance of our 20 policy
and program options across all of these criteria, most importantly poverty
reduction but also cost, work incentives, and social inclusion. Further
information on our methods can be found in Appendix D, 5-13, and in
Appendix E. As detailed in Appendix D, 5-13, we developed a score for
each of the criteria listed across the top and then classi ed each program
and policy option as very strong, strong, neutral, weak, or very weak in
meeting the criteria. Light and dark green circles indicate above-average
performance in meeting the given criterion, while light and dark red circles
indicate the opposite.

For example, the second EITC option, which increases EITC payments
by 40 percent, strongly encourages work (as indicated by the additional
earnings associated with it). The light green circles for <100 percent and
<150 percent SPM poverty reduction indicate modest relative success in
reducing poverty under those two de nition, while the two light red circles
indicate above-average cost and somewhat worse performance in reducing
poverty gaps for the demographic subgroups we have been considering.

Drawing from Chapter 3, we indicate in the nal column whether the
research literature has provided strong evidence that the policy or program
in question has been found to improve child well-being. Regardless of their
performance on the criteria we have laid out, any policies or programs for
which the literature shows such evidence deserve special attention.

Looking across the columns and rows of Table 5-2, it is not surpris-
ing that the rst four pairs of programs, all of which are oriented toward
work, are the most effective at encouraging work. But none of them is
particularly effective at reducing deep child poverty, and only the EITC
options are above average in reducing poverty—and this comes at a fairly
high budget cost.

The three sets of means-tested transfer program options—expansions of
SNAP, housing vouchers, and the child allowance—are the most effective at
reducing both poverty and deep poverty for children, but all are relatively
costly and none encourages work. Most of the other options cost relatively
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TABLE 5-2 Simulated Relative Performance of Program and Policy
Options Across Committee Criteria

<100% SPM  <50% SPM deep  <150% SPM Low Budget  Encourages work Social Inclusion Causal evidence
poverty reduction poverty reduction poverty reduction 9 9 on child impacts?

EITC1
Strong
EITC2

Child Care 1
No evidence
Child Care 2

Minimum Wage 1
} No evidence
Minimum Wage 2

WorkAdvance 1
No evidence
WorkAdvance 2

SNAP 1
Strong
SNAP 2

Housing Vouchers 1
Some
Housing Vouchers 2

Ssi1
No evidence
Ssli2

Child Allowance 1
Some
Child Allowance 2

Child Support 1
No evidence
Child Support 2

Immigrant 1
) No evidence
Immigrant 2

NOTES: EITC = Earned Income Tax Credit; SNAP = Supplemental Nutrition Assistance
Program; SSI = Supplemental Security Income. Budget costs for the child allowance proposals
are based on the 2018 tax law provisions. See text for explanation of the light and dark green
and light and dark red circles.

SOURCE: Committee created based on commissioned analyses of TRIM3.

little but also have little impact on child poverty, which is consistent with the
positive slope of the cost/poverty-reduction relationship shown in Figure 5-4.

CONCLUSION 5-6: The work-oriented program and policy options

in our simulations would increase employment and earnings but are
among the weakest options in reducing child poverty and, especially,
deep child poverty. Three sets of means-tested programs—expansions
of Supplemental Nutrition Assistance Program bene ts, housing vouch-
ers, and a new child allowance—would reduce poverty the most but
would also reduce employment and earnings.

CONCLUSION 5-7: Across all of the criteria considered by the com-

mittee (poverty reduction, cost, impacts on work, social inclusion, and

evidence of positive impacts on child well-being), several of our policy
and program proposals stood out:
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1. A 40 percentincrease in Earned Income Tax Credit bene ts would
decrease child poverty and strongly encourage work and is also
likely to improve child well-being. But it would cost $20 billion
annually, have only modest impacts on deep poverty, and fail to
promote social inclusion.

2. A $2,000 per year monthly child allowance would strongly reduce
child poverty and deep poverty, which most research suggests
would promote child development as well as social inclusion. It
would also lead to modest reductions in employment and earnings.
Its annual cost is $33 billion.

3. Our expansion of the Child and Dependent Care Tax Credit would
generate more annual earnings ($9.3 billion) than cost to the bud-
get ($5.1 billion), although its ability to reduce child poverty and
deep poverty is relatively modest.
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Packages of Policies and
Programs That Reduce Poverty and
Deep Poverty Among Children

the committee identi ed could, by itself, meet the goal of reducing
child poverty by 50 percent. As for reducing deeppoverty by 50

percent, the simulations showed that only the more substantial $3,000 per
child per year child allowance policy could achieve that goal. The failure
of these options to meet our ambitious poverty-reduction goals can be
attributed in part to the generally modest scope of the options themselves.
Very few were estimated to cost more than $10 billion, and some (e.g.,
WorkAdvance and increases in the Earned Income Tax Credit [EITC]) were
focused on the goal of encouraging paid work at least as much as that of
reducing child poverty.

This chapter presents the committee’s ideas for ways to achieve our
50 percent child poverty-reduction goal. One approach to achieving that
goal would be simply to increase the generosity of some of the individual
programs presented in the last chapter. However, the committee instead chose
to take an approach of combining programs to form coordinated packages
that might achieve the 50 percent goal. A package approach offers some
formidable advantages over an individual program approach. Most impor
tantly, program packages are better able to address both poverty reduction
and work incentive goals by combining programs that emphasize each of
them. As shown in Chapter 5, expansions to income support programs
such as the Supplemental Nutrition Assistance Program (SNAP) or housing
vouchers were relatively effective at reducing child poverty, but they also
reduced employment and earnings. Work support programs such as EITC
and the Child and Dependent Care Tax Credit (CDCTC) encouraged work

Q s Chapter 5 made clear, none of the policy and program options that

173
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but produced only modest reductions in child poverty. Packages combin-
ing these two types of programs have the potential to achieve substantial
reductions in child poverty while simultaneously boosting employment and

earnings.

Here too, as throughout this report, the 10-year window in the com-
mittee’s Statement of Task leads us to focus on packages of policies and
programs that produce short-run reductions in child poverty. And, as was
explained in Chapter 5 and further discussed in Chapter 7, the absence of
suf ciently rigorous research evidence led us to omit from our packages
policies involving marriage promotion and reforms to the Temporary Assis-
tance for Needy Families (TANF) Program.

Because different packages of programs weight poverty reduction,
employment incentives, and other policy goals in different ways, the com-
mittee developed four packages, each oriented toward a different mixture
of policy goals.

Our rst package, the “Work-Based Package,” focuses exclusively on
paid employment by combining expansions of two tax credits (EITC and
CDCTC) with an increase in the minimum wage and a scaling-up of the
WorkAdvance Program described in Chapter 5 (see Table 6-1).

Our second package, the “Work-Based and Universal Supports Pack-
age,” builds on the work-based package by combining expansions of its two
tax credits (EITC and CDCTC) with a $2,000 child allowance designed to
expand the reach of the Child Tax Credit.

Our third package, the “Means-Tested Supports and Work Package,”
combines expansions of the two tax credits in the work-oriented package
with expansions of two existing income support programs: SNAP and
housing voucher programs.

The fourth package, the “Universal Supports and Work Package,” seeks
to enhance income security and stability, reward work, and promote social
inclusion. The cornerstone of this fourth package is a $2,700 per child per
year child allowance, but the package also includes a new child support
assurance program, an expansion of the EITC and CDCTC, an increase in
the minimum wage, and elimination of the immigrant restrictions imposed
by the 1996 welfare reforms.

Each package is detailed below along with its rationale. This is fol-
lowed by our estimates of each package’s impacts on poverty and paid
employment, as well as its costs.

A WORK-BASED POVERTY-REDUCTION PACKAGE

Our proposed Work-Based Package contains four elements, with the
policies numbered as they were in Chapter 5:
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TABLE 6-1 Components of the Four Packages

2. Work- 4.
Based and 3. Means- Universal
1. Work- Universal Tested Supports Supports
Oriented Supports and Work and Work
Package Package Package Package
Expand EITC X X X X
32
£ g, ExpandCDCTC X X X X
oV a
ggg
53 % Inf:r_ease the X X
x oa Minimum Wage
§ a Roll out X
WorkAdvance
Expand Housing X
Voucher Program
o Expand SNAP X
¢ E Bene ts
g o
& 5 Begina Child N X
n o E Allowance
£ 835 Begin Chid
g £ £ Begin Chi X
e 2 Support Assurance
© Eliminate 1996
Immigration X
Eligibility

Restrictions

NOTE: CDCTC = Child and Dependent Care Tax Credit, EITC = Earned Income Tax Credit,
SNAP = Supplemental Nutrition Assistance Program.

%

%

%

%

EITC Policy #1: Increase payments along the phase-in and at
portions of the EITC schedule.

Child Care Policy #1: Convert the CDCTC to a fully refundable
tax credit and concentrate its bene ts on families with the lowest
incomes and with children under age 5.

Minimum Wage Policy #1: Raise the current $7.25 per hour fed-
eral minimum wage to $10.25 and index it to in ation after it is
implemented.

WorkAdvance Policy #2: All male heads of families with children
and income below 200 percent of the poverty line would be eligible
for WorkAdvance programming. Training slots would be created
for 30 percent of eligible men.

We estimate that this package of programs would cost only about $9 bil-
lion per year (with tax rules prevailing both before and after the 2018 Tax
Cut and Jobs Act). However, our simulations showed that it does not come
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close to reaching the 50 percent reduction goal for either 100 percent Sup-
plemental Poverty Measure (SPM) poverty or for deep (<50% SPM) poverty.

Rationale for the Work-Based Package

It is widely recognized, and also demonstrated in this report, that low
levels of work and earnings are responsible for a substantial portion of the
high poverty rates in the United States. As seen in Chapter 4, for exam-
ple, the sharp increase in single mothers’ employment meant that changes
in employment, rather than changes in family structure, were the most
important factor in explaining recent poverty trends. And in their analysis
of differences in total family income between the top two-thirds and bot-
tom one-third of families with an able-bodied head between ages 25 and
54, Sawhill, Rodrigue, and Joo (2016) show that the difference in earned
income between the two groups explains the lion’s share of the difference
in their incomes and plays a much more important role than differences in
unearned income (including transfer bene ts).

Our Work-Based Package consists of four programs that provide either
additional work incentives beyond those currently embedded in the U.S.
transfer system or additional supplements to low-income working families,
or both. As shown in Chapter 5, expanding the EITC and CDCTC do
both, so we include those two programs in this package. As discussed in the
WorkAdvance section of Chapter 5, evaluations of that program have shown
considerable promise for increasing men’s earnings. Finally, while an increase
in the minimum wage reduces work to some extent, the major impact of such
an increase is to supplement the earnings of unskilled workers.

A WORK-BASED AND UNIVERSAL SUPPORTS
POVERTY-REDUCTION PACKAGE

As shown above, the Work-Based Package is unable to make much of a
dent in poverty and deep poverty among children, which led the committee
to formulate three additional packages, all of which combine work-based
and income-support strategies. In the case of our Work-Based Plus Uni-
versal Supports package, we combined three policies from Chapter 5 that
proved to be unusually cost-effective in either reducing poverty and deep
poverty or promoting work:

% EITC Policy #1: Increase payments along the phase-in and at
portions of the EITC schedule.

% Child Care Policy #1: Convert the CDCTC to a fully refundable
tax credit and concentrate its bene ts on families with the lowest
incomes and with children under age 5.
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% Child Allowance Policy #1: Pay a monthly benet of $166 per
month ($2,000 per year) per child to the families of all children
under age 17 who were born in the United States or are naturalized
citizens.

We estimate that this package of programs would cost about $44 billion
per year (regardless of whether the pre- or post-2018 tax code is used) and
reduce child poverty by about one-third and deep poverty by about 40
percent—both of which fall short of the 50 percent poverty-reduction goals.

Rationale for the Work-Based and Universal-Supports Package

As noted for the rst package—the Work-Based Package—two of the
policy options detailed in Chapter 5 appeared to be unusually effective at
combining strong work incentives and a relatively low budget cost:

% EITC Policy #1 was estimated to increase employment among
adults in low-income families by about 270,000 and earnings by
$4.9 billion, at an annual cost of $8.4 billion. *

% Child Care Policy #1 provided even more potent work incentives,
increasing employment by more than 500,000 and earnings by
around $9 billion. Its annual cost was estimated to be $5.1 billion.

But while both of these policy options performed well on work incentives
and cost, their impacts on child poverty (an estimated 1.2percentage-point
reduction in the 13.0 percent child poverty rate and a 0.2 to 0.3
percentage-point reduction in the 2.9 percent rates of children living in deep
poverty) fell far short of the committee’s mandated 50 percent poverty-
reduction goal. The committee therefore coupled these components with a
relatively low-cost income support component also presented in Chapter 5:

% Child Allowance Policy #1: Pay a monthly benet of $166 per
month ($2,000 per year) per child to the families of all children
under age 17, which was estimated to reduce the child poverty rate
by 3.0 to 3.4 percentage points and the 2.9 percent rate of deep
poverty by 1.0 to 1.1 percentage points, depending on the prevail-
ing tax law. This policy’s estimated annual cost was $33 billion.

1 To simplify our discussion of cost, we will use estimates based on the tax code prevailing
in 2015, the base year for the report. We will draw attention to instances where cost estimates
differ signi cantly before and after the 2018 Tax Cut and Jobs Act. Details on the costs of
all of the programs and program packages we present at provided in Tables 6-2 and 6-3 as
well as Appendix E.
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The principal rationale for a child allowance paid on a monthly basis
is that it would provide a steady, predictable source of income to counter
act the irregularity and unpredictability of market income (as described in
Chapter 8). Because the child allowance would be available to both low-
income and middle-class families, it would carry little stigma and would
not be subject to the varying rules and administrative discretion of a means-
tested program, thereby promoting social inclusion. As we saw in Chapter
5, the incremental cost of our proposed version of a $2,000 per child per
year child allowance would be $32.9 billion using either the 2015 or 2018
tax law. In addition there would be the administrative costs from having
the Social Security Administration pay the monthly bene ts.

Although this second package—Work-Based and Universal Supports—
failed to reach the 50 percent poverty-reduction goals, its combination of
substantial child poverty reduction, positive impacts on employment and
earnings, and cost led the committee to judge it to be of suf cient policy
interest to include in this report.

A MEANS-TESTED SUPPORTS AND WORK
POVERTY-REDUCTION PACKAGE

Our third and fourth policy packages were formulated in ways that
fully met the 50 percent poverty-reduction goals set by the committee’s
charge. Both combined work-based and income support enhancements. We
call the third package a Means-Tested Supports and Work Package because
it would expand four existing programs:

1. EITC Policy #1: Increase payments along the phase-in and at
portions of the EITC schedule.

2. Child Care Policy #1: Convert the CDCTC to a fully refundable
tax credit and concentrate its bene ts on families with the lowest
incomes and with children under age 5.

3. A modi cation of SNAP Policy #2: Chapter 5's version of SNAP
Policy #2 increases SNAP bene ts by 30 percent as well as increas-
ing bene ts for older children and would be provided through the
Summer Electronic Bene t Transfers for Children. In order to reach
the 50 percent poverty-reduction goal, we included in this program
package a 35 percent rather than a 30 percent increase in the basic
SNAP bene t.

4. Housing Voucher Policy #2: Increase the number of vouchers
directed to families with children so that 70 percent of eligible
families that are not currently receiving subsidized housing would
use them.
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We estimate that this package of programs would cost $90.7 billion per
year and would achieve 50 percent reductions in both poverty and deep
poverty for children.

Rationale for the Means-Tested Supports and Work Package

Developing a strategy to reduce child poverty by one-half within
10 years using existing programs provides a number of bene ts. First, the
congressional authorization, administrative regulations, and administrative
implementation procedures for existing programs have been developed and
are currently operating. Consequently, changes in these programs could be
implemented rapidly and begin to yield reductions in child poverty rates
soon after implementation.

It is obvious from a review of the poverty reductions associated with
existing programs as set out in Chapter 5 (refer to Figures 5-1 and 5-2)
that the largest poverty-reducing impacts result from our modi cations to
four of them—the EITC, the CDCTC, housing vouchers, and SNAP. Since
both the EITC and the CDCTC condition families’ receipt of bene ts on
employment, both have positive impacts on employment and earnings, but
at the same time both are relatively less effective in reducing deep poverty
(<50% of SPM) than means-tested programs like SNAP. While expanding
the housing voucher and SNAP programs would generate disincentives for
work, it would also boost the economic resources for children in families
with incomes near the thresholds that de ne both poverty and deep poverty.
The committee judged that the combination of the four program expan-
sions included in this income and work supports package would provide a
good balance for meeting the 50 percent poverty-reduction goals by com-
bining work-based and income-support program expansions.

A UNIVERSAL SUPPORTS AND WORK
POVERTY-REDUCTION PACKAGE

The fourth package we devised and evaluated combines work incen-
tives, economic security, and social inclusion with some existing programs,
plus two new programs introduced in Chapter 5:

» EITC Policy #2: Increase payments by 40 percent across the entire
schedule, keeping the current range of the phase-out region.

e Child Care Policy #1: Convert the CDCTC to a fully refundable
tax credit and concentrate its bene ts on families with the lowest
incomes and with children under age 5.
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e Minimum Wage Policy #1: Raise the current $7.25 per hour fed-
eral minimum wage to $10.25 and index it to in ation after it is
implemented.

* Immigration Policy #1: Restore program eligibility for non quali ed
legal immigrants. This option would eliminate eligibility restric-
tions for nonquali ed parents and children in the SNAP, TANF,
Medicaid, SSI, and other means-tested federal programs.

* A modi cation of Child Allowance Policy #1: Pay a monthly bene-

t of $225 per month ($2,700 per year) per child to the families of
all children under age 17. Extending beyond citizen children, and
consistent with Immigration Policy #1, this child allowance would
also be paid to currently nonquali ed legal immigrants. To barely
reach the 50 percent poverty-reduction goal, we set the monthly
bene t level at $225 rather than the $166 or $250 levels included
in the Chapter 5 versions of the child allowance policy.

e Child Support Assurance Policy #1: Set a guaranteed minimum
child support of $100 per month per child.

We estimate that this package of programs would cost $108.8 billion
per year under the federal income tax provisions prevailing before 2018,
and $111.6 billion per year based on the current tax law. It too would
achieve the 50 percent poverty-reduction goals.

Rationale for the Universal Supports and Work Package

Chapter 5 results for individual programs show that the two child
allowances would produce the largest impacts on both poverty (<100%
SPM) and deep poverty (<50% SPM) for children, but at the same time gen-
erate work disincentives. Because supporting work as a long-term solution
for child poverty was one of the criteria developed by the committee, our
third proposed package combines economic security and work supports in
ways that would reduce child poverty and deep child poverty, enhance secu-
rity and income stability, provide signi cant incentives for market-based
work, and promote social inclusion.

This package provides a child allowance that is similar in value to
what most taxpayers now receive for their children through child tax
credits and tax exemptions, combined with three work-enhancing features:
an expanded EITC and CDCTC and a higher federal minimum wage. To
this we add one of the Child Support Assurance policies and an additional
feature that promotes equity and social inclusion—an extension of bene ts
to include immigrant children.

As we saw in Chapter 5, simulations showed that the incremental cost
of our proposed version of a $2,000 per child per year child allowance
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would be $32.9 billion annually. In order to meet its 50 percent poverty-
reduction goal, the committee increased child allowance bene t levels in the
Universal Supports and Work Package to $2,700, which adds about $45
billion to its annual cost. An assured child support bene t, also paid on
a monthly basis, would provide a somewhat larger measure of economic
security to single-parent families legally entitled to private child support.
With such an assured bene t set at $1,200 per year, coupled with the child
allowance it would all but erase deep child poverty, while also reducing
economic insecurity and unpredictability.

To increase the incentives for market work, the package also includes
a 40 percent increase in EITC bene ts, an increase in the CDCTC, and an
increase in the minimum wage. Each of these elements rewards those who
choose market work, even parents who have young children and cannot
work full time. Finally, to further promote inclusivity, we include in the
universal supports and work package the restoration of program eligibility
for nonquali ed legal immigrants.

SIMULATING THE IMPACTS OF
THE FOUR PROGRAM PACKAGES

As explained in Appendix F, simulating the impacts of packages of pro-
grams is dif cult—even more dif cult than simulating impacts of individual
program and policy changes. For example, the simulation program must
model people’s movements into and out of the labor force as the result of
policy changes. All four of our packages include expansions of both the
EITC and the CDCTC, and each of these two policies might induce an
individual to enter the labor force. But since an individual can only enter
the labor market once in response to the package, both policies cannot be
estimated to produce this effect. As explained in Appendix F, the commit-
tee sought reliable estimates of package impacts by adopting conservative
assumptions about these kinds of duplications. While these assumptions
might be expected to produce reasonable estimates of impacts, we caution
against attaching too much weight to the precise numbers generated by the
simulations.

Comparisons Across the Four Packages

The simulated poverty-reducing impacts of the four packages are
shown in Figure 6-1 for 100 percent poverty, in Figure 6-2 for deep pov-
erty, and in Figure 6-3 for near poverty. As elsewhere in our simulations,
the poverty de nition here is based on SPM poverty, deep poverty is
de ned as below 50 percent of the SPM poverty line, and near poverty
is de ned as below 150 percent of the SPM poverty line.
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FIGURE 6-1 Simulated reductions in child poverty rates using 100 percent TRIM3
SPM for the four program packages.

NOTES: “Work-oriented package” combines expansions of the Earned Income
Tax Credit (EITC), minimum wage, the Child and Dependent Care Tax Credit

(CDCTC), and WorkAdvance. “Work-based and universal supports package” com-
bines expansions of the EITC, the CDCTC, and a child allowance. “Means-tested
supports and work package” combines expansions of the EITC, the CDCTC,
Supplemental Nutrition Assistance Program, and housing vouchers. “Universal
supports and work package” combines expansions of the EITC, minimum wage,
and the CDCTC with child support assurance, restoration of immigrant program

eligibility, and a child allowance.

SOURCE: Estimates from TRIM3 commissioned by committee. The vertical line
indicates 50% reduction goal.
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FIGURE 6-2 Simulated reductions in child poverty rates using 50 percent TRIM3
SPM for the four program packages.

NOTES: “Work-oriented package” combines expansions of the Earned Income
Tax Credit (EITC), minimum wage, the Child and Dependent Care Tax Credit
(CDCTC), and WorkAdvance. “Work-based and universal supports package” com-
bines expansions of the EITC, the CDCTC, and a child allowance. “Means-tested
supports and work package” combines expansions of the EITC, the CDCTC,
Supplemental Nutrition Assistance Program, and housing vouchers. “Universal
supports and work package” combines expansions of the EITC, minimum wage,
and the CDCTC with child support assurance, restoration of immigrant program
eligibility, and a child allowance. The vertical line indicates 50% reduction goal.
SOURCE: Estimates from TRIM3 commissioned by the committee.
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FIGURE 6-3 Simulated reductions in child poverty rates using 150% TRIM3 SPM

for the four program packages.

NOTES: “Work-oriented package” combines expansions of the Earned Income
Tax Credit (EITC), minimum wage, the Child and Dependent Care Tax Credit

(CDCTC), and WorkAdvance. “Work-based and universal supports package” com-
bines expansions of the EITC, the CDCTC, and a child allowance. “Means-tested
supports and work package” combines expansions of the EITC, the CDCTC,
Supplemental Nutrition Assistance Program, and housing vouchers. “Universal
supports and work package” combines expansions of the EITC, minimum wage,
and the CDCTC with child support assurance, restoration of immigrant program

eligibility, and a child allowance.

SOURCE: Estimates from TRIM3 commissioned by the committee.
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Given that some of the components in the third and fourth pack-
ages were expressly designed to meet the committee’s 50 percent poverty-
reduction goal, it is unsurprising that both packages succeeded in doing
that. Both the third package, based on means-tested supports and work,
and the fourth package, based on universal supports and work, were esti-
mated to reduce the 13 percent SPM child poverty rate by at least 6.6 per
centage points (refer to Figure 6-1). By contrast, the rst package, which
is focused on work alone, falls far short of meeting the reduction goal,
achieving only a 2.4 percentage-point reduction in child poverty. The sec-
ond package, which combines relatively low-cost work-based and universal
supports components, would reduce child poverty and deep child poverty
considerably but not enough to meet the 50 percent reduction goal.

Figure 6-1 also shows projected poverty reduction in the absence of the
employment-related behavioral responses elicited by the program packages.
In the case of the work-oriented package, all four components incentivize
paid employment, thereby nearly doubling the poverty-reducing impact
of the policy package, from 1.4 to 2.4 percentage points. The behav-
ioral impacts of the other three packages are considerably smaller but do
boost employment and reduce child poverty. This is because the work-
incentivizing effects of the subcomponents that are work-oriented outweigh
the work-disincentivizing effects of the purely transfer subcomponents.
Employment and earnings increases add more than half a percentage point
to the poverty-reducing impacts of the universal supports and work pack-
age but only about one-third of a point to the poverty-reducing impacts of
the means-tested and work supports package.

Package-induced reductions in deep poverty parallel those found when
the line is drawn at 50 percent of poverty (refer to Figure 6-2). Both the
means-tested support and work package and the universal supports and
work package were estimated to achieve the goal of 50 percent reduction in
deep poverty, while the work-oriented package falls far short, even though
relatively strong work incentives in the work-oriented package double its
ability to reduce deep poverty. Both the third and fourth packages have pos-
itive impacts on employment and earnings, but these impacts are relatively
small; consequently, the differences in estimated poverty reduction with and
without employment effects are small as well. When the threshold is set
at 150 percent SPM poverty, the second, third, and fourth packages again
outperform the work-oriented package (refer to Figure 6-3).

It is also useful to examine the tradeoffs between poverty reduction
and budget cost across the four packages (see Figure 6-4), as we did for
the individual packages in Chapter 5. The linear nature of the tradeoffs
between program cost and poverty reduction, when the poverty line is
drawn at 100 percent of SPM poverty, is quite apparent in Figure 6-4. The
rst, work-based, package is estimated to cost relatively little ($8.6 to $9.4

Copyright National Academy of Sciences. All rights reserved.
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FIGURE 6-4 Simulated program cost, based on the 2015 tax law, by number of
children lifted out of 100 percent SPM poverty for the four packages.
SOURCE: Estimates from TRIM3 commissioned by committee.

billion annually, depending on the tax code—refer to Tables 6-2 and 6-3)
but lifts only 1.8 million children above the poverty line. The second pack-
age adds a $2,000 child allowance to the EITC and CDCTC components
of the work-based package, which adds about $35 billion to the cost and
lifts an additional 1.6 million children out of poverty. The third and fourth
packages bring an additional 1.5 million children out of poverty, but at a
marginal cost of about $45 to $67 billion per year.?

More details on the estimated impacts on poverty of the four packages
are provided in Tables 6-2 (based on the 2015 tax law) and 6-3 (based on
the 2018 tax law). The tables show overall package impacts and provide
information about the role played by the individual components of each

2The costs can be usefully compared to the $481 billion in direct federal expenditures on
children in 2017 (Isaacs et al., 2018). The most expensive of our packages, costing $111 billion
using the 2018 tax code, represents a 23% increase in that expenditure.

Copyright National Academy of Sciences. All rights reserved.
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package?® The poverty-reduction numbers in the rst two columns of these
two tables clearly show that for the work-oriented package, expansions
of the EITC and CDCTC do much more to reduce child poverty than do
expansions of the minimum wage or the WorkAdvance Program rollout.
Speci cally, the EITC and CDCTC expansions each generate 1.2 percentage
point poverty reductions, whereas neither the minimum wage increase nor
the WorkAdvance expansion generates more than a 0.2 percentage-point
reduction.

The patterns for deep poverty (child poverty less than 50 percent of the
SPM) are somewhat different than those for 100 percent of SPM poverty
(see Figure 6-5). The work package is not as effective at reducing deep pov-
erty as it is at reducing 100 percent SPM poverty, while the second package,
combining the child allowance with work supports, is relatively more effec-
tive. As they do for 100 percent SPM poverty, the third and fourth packages
both meet the 50 percent poverty-reduction goal for deep poverty.

The nal three columns of Tables 6-2 and 6-3 provide information on
the simulated cost and labor market impacts. As seen in Figure 6-4, costs
vary enormously across the packages, with the work-based package costing
around $9 billion per year, the work-based and universal supports package
costing $44 billion, and the costs of the third and fourth packages rang-
ing between $90 billion and $110 billion depending on the package and
whether the 2015 or 2018 tax law is used to estimate costs.

Despite their different mixtures of income support and work incentives,
all four packages are estimated to increase work and earnings for adults
living in low-income families (see Figure 6-6). The rst, work-oriented
package is estimated to add a million low-income workers to the labor
force and generate $18 billion in earned income, with the expansion of the
CDCTC being the key driver of these changes. The second package, which
adds a $2,000 child allowance to the EITC and CDCTC components of
the rst package, is estimated to add around 550,000 low-income workers
to the labor force. The third package, which combines means-test supports
with work-oriented provisions, is estimated to add about 400,000 workers
and generate about $2 billion in additional earnings.

In the case of the fourth package, which combines universal supports
and work-oriented provisions, the work reductions associated with the

3 The data compiled in Table 6-2 are based on simulations with the tax laws that prevailed
in 2015 as applied to the 2015 population. Table 6-3 repeats these simulations based on the
2018 tax law but still based on the 2015 population. It is important to point out that the
data listed for each component assume that each component acts independently of the others.
However, in reality these components interact, and because the interactions are only factored
into the package totals, the sum of the component impacts generally exceeds the overall
package impacts. Nevertheless, the data for the components provide a general idea of which
components matter the most.

Copyright National Academy of Sciences. All rights reserved.
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FIGURE 6-5 Simulated program cost, based on the 2015 tax law, by number of
children lifted out of deep poverty (<50% SPM poverty) for the four packages.
SOURCE: Estimates from TRIM3 commissioned by the committee.

child allowance are more than offset by the gains in employment and earn-
ings associated with the expanded EITC and CDCTC programs. Indeed,
the net effect of this full set of policy and program changes is to increase
employment among adults living in low-income families by more than
600,000 and earnings by more than $13 billion.

None of these estimated changes in work and earnings is affected very
much by the 2018 tax reforms (refer to Table 6-3). These simulations show
that a package approach to child poverty reduction can bring children out
of poverty and deep poverty while simultaneously inducing hundreds of
thousands of their parents and other adults living in their households to
enter the paid labor market.

CONCLUSION 6-1: Two program and policy packages developed by

the committee met its mandated 50 percent reduction in both child pov-
erty (de ned by 100% of the Supplemental Poverty Measure [SPM])

Copyright National Academy of Sciences. All rights reserved.
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FIGURE 6-6 Simulated net change in employment, based on the 2015 tax law, by
number of children lifted out of poverty for the four packages.

NOTE: Changes in employment are limited to individuals living in households with
incomes below 200 percent of SPM poverty.

SOURCE: Estimates from TRIM3 commissioned by the committee.

and deep poverty (de ned by 50% of SPM). The rst of these packages
combines work-oriented policy expansions with increases in bene t lev-
els in the housing voucher and Supplemental Nutrition Assistance Pro-
grams. The second package combines work-oriented expansions with a
child allowance, a child support assurance program, and elimination of
immigrant restrictions on bene ts built into the 1996 welfare reforms.
Both packages increase work and earnings and both are estimated to
cost between $90 and $111 billion per year.

CONCLUSION 6-2: The committee was unable to formulate an
evidence-based employment-oriented package that would come close
to meeting its mandate of reducing child poverty by 50 percent. The
best employment-oriented package it could design combines expansions
of the Earned Income Tax Credit, the Child and Dependent Care Tax

Copyright National Academy of Sciences. All rights reserved.
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Credit, a minimum wage increase, and a promising career develop-
ment program. Although this package is estimated to add more than a
million workers to the labor force, generate $18 billion in additional
earnings, and cost the government only $8.6 to $9.3 billion annually,
its estimated reductions in child poverty are less than one-half of what
is needed to meet the goal.

CONCLUSION 6-3: The committee combined two work-based and
one income-support policy expansions in a package that was projected
to reduce child poverty by one-third and deep child poverty by 40
percent, at an estimated annual cost of $44 billion. This package was
estimated to increase employment by 550,000 jobs and earned income
by nearly $10 billion.
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