The Economic Report of the President: Examining the Economic Well-Being of Children

President Clinton is committed to investing in the future of our children. The
Administration has adopted a number of strategies to ensure that children grow up in a economically
and socially stable environment. These efforts have resulted in a dramatic improvement in the
overall welfare of our children. The Administration will continue to invest in these and other new
initiatives to improve upon the gains they have already made.

THE RESULTS

A Decline in the Poverty Rate. The official poverty rate among children trended upward from
1969 to 1993. Recently, however, that trend has been reversed, with the child poverty rate declining
by 2.2% between 1993 and 1996. The recent expansion of the Earned Income Tax Credit (EITC) 1s
largely responsible for this reduction.

An Increase in the Availability of Food. The percentage of children living in households without
enough to eat has fallen from 4.1% in 1989-1991 to 3.0% in 1994-1996 for all children, and from
13.5% to 9.4% for children in households with incomes below 130% of the poverty line.

An Improvement in the Adequacy and Quality of Housing. The percentage of all households
with children living in housing with moderate to severe physical problems fell from 8.7% in 1978 to
7.2% in 1995, and from 18% to 12.9% for very low income renters. In addition,

households with children were less likely to live in crowded living situations in 1995 than in 1978:
the percentage of people living in housing with more than one person per room dropped from 9.4%
to 6.6% for all households and from 21.9% to 17% for low-income rentals.

Lower Infant Mortality Rates. Infant mortality rates fell from 9.8 deaths per 1,000 births in 1989
to 7.2 per 1,000 births in 1996. Mortality rates have also continued to decline since the mid-1980's
for all children and youths except those aged 15-19.

Increased Access to Health Care. The proportion of children who are enrolled in Medicaid
increased from 16% in 1989 to 23% in 1995. By 1996 all pregnant women and all children under
the age of 6 who had family incomes below 133% of the poverty line were eligible for Medicaid.
The average number of physician visits per year rose by more than 30% for poor children in fair or
poor health, and by more than 10% for poor children in excellent or good health.

More Child Support Payments. From 1992 to 1996 child support payments increased by 50%, to
arecord $12 billion.

Gains in Educational Test Scores. Results from the National Assessment of Educational Progress
(NAEP) suggests that achievement in math, science and reading has improved since the late 1970s.
These gains have been especially dramatic for black and Hispanic students in mathematics and
science.

CHALLENGES AHEAD



Child Care Quality and Affordability. Ong study found that 86% of child care centers surveyed
provided mediocre or poor care when judged from the perspective of childhood development.
Additionally, although there are approximately 10 million children under 13 with employed mothers
and family incomes below 200% of poverty level, only approximately 1 million low-level children
under 13 receive federally subsidized care.

Educational Standards. 38% of eighth-grade children performed below the basic level in
mathematics, as did 40% in science and 30% in reading. United States eighth-graders mathematics
scores were below that of children from 20 other nations.

Inequality along Racial and Gender Lines. The poverty rate for black and Hispanic children was
2.5 times that for white children, and the rate for children in female-headed households with no
male present was nearly five times that for children in married-couple families.

Increasing Rent Burden. The percentage of households with children that spend more than half
their income on housing has increased from 6.5% in 1978 to 11.5% in 1995. For renters with very
low incomes the increase has been from 31% to 37.6%.

Levels of Low Birth Weights. The levels of low birth weight have increased slightly, from 7% in
1989 to 7.3% in 1995.

Mortality Rates for 15-19 Year Olds. The mortality rate for this age group has increased since
1985. Homicide rates in this group have more than doubled, and the homicide rate for black
adolescents has nearly tripled.

SUCCESSFUL INITIATIVES

A Higher Minimum Wage. The Administration worked successfully to increase the minimum
wage from $4.25 to $4.75 per hour in October 1996 and to $5.15 per hour in 1997, bringing the
minimum wage to its highest level in real terms since 1984.

An Expanded Earned Income Tax Credit (EITC). In 1993 Congress approved the
Administration’s proposal to expand the Earned Income Tax Credit. Designed primarily for low-
income families with children, the EITC has produced significant increases in the levels of income
of working parents.

Welfare Reform. The Personal Responsibility and Work Opportunity Reconciliation Act of 1996
dramatically restructured the welfare system to promote work and individual responsibility. The
law converted the Aid to Families with Dependent Children (AFDC) into a new block grant, and
expanded funding for child care to make it easier for families to move from welfare to work.

Increased Child Support Enforcement. Federal legislation in 1993, 1994 and 1996 included
measures to make child support enforcement systems more effective. Tough new penalties and
uniform interstate child support laws, among other features, have had a successful impact on child
support enforcement.



NEW INITIATIVES

A Renewed Commitment to Safe and Affordable Housing. President Clinton proposes to
increase the low-income housing tax-credit, giving States the authority to allocate a fixed pool of
tax credits to developers of affordable housing. For 1999, the President proposes increasing the
credit from $1.25 to $1.75 per State resident. The Administration also has expanded funding for the
HOME investments partnership program to $1.5 billion in fiscal year 1999. This program offers
States funding to develop affordable housing options for low-income families.

Further Expanding Children’s Access to Health Insurance. The Administration proposes to
expand children’s health insurance coverage through the new Children’s Health Insurance Program
(CHIP). This program offers States $24 billion over 5 years to expand health insurance programs
for uninsured low-income children. In addition, the President will make enrolling uninsured low-
income children in Medicaid and CHIP a priority through outreach campaigns in cooperation with
States, business and community groups and health care providers.

Additional Support for Child Care. President Clinton is committed to increasing the affordability
and quality of child care for low-income working families. By expanding child care subsidies and
after-school care for children, increasing tax credits for child care expenses and improving learning
and child care quality, the President fulfills that commitment. The proposal would devote $21.7
billion towards making quality child care an affordable resource for these families.

Improving the Education of Our Children. The President proposes two major initiatives to
increase the financial resources available to public schools. The President proposes that $12.4
billion be devoted over 7 years to reduce class sizes in public schools in class grades 1 to 3
nationwide from an average of 22 pupils to an average of 18, and to help school districts hire an
additional 100,000 teachers. The funding would also provide funds to States and localities to test
new teachers, develop more rigorous teacher testing and certification requirements, and train
teachers in effective reading instruction. The President is also proposing Federal tax credits to pay
interest on nearly $22 billion in bonds to build and renovate public schools. Half of this new bond
authority would be allocated to the 100 school districts with the largest number of low-income
children, and the other half would be allocated to the States. )
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Office of the Press Secretary

For Immediate Release July 15, 1998

STATEMENT BY THE PRESIDENT
ON THE RELEASE OF
"AMERICA’S CHILDREN: KEY NATIONAL INDICATORS OF WELL-BEING"

Today, my Administration released an important report card on our nation’s
children, "America’s Children: Key National Indicators of Well-Being." Last year, |
called for this yearly report to provide the American people with a portrait of our
children in critical areas such as health, education, and economic security.

In this second annual report, we find much to be grateful for -- infant
mortality is at an all-time low; the number of children with high blood lead levels,
which can cause 1Q or behavioral problems, has declined dramatically; more
toddlers are up-to-date on their immunizations; more children are entering
preschool, improving in math, and moving on to graduate from college; teen



pregnancy has decreased; and a majority of parents are reporting that their children
are in very good or excellent health. These strides reflect strategic investments in
our nation’s children, which have always been central to my agenda to prepare
America for the twenty-first Century.

The report released today also demonstrates that we must now commit
ourselves to making further progress for our children. Unfortunately, substance
abuse and cigarette smoking among children are at unacceptable levels; reading
scores are stagnant; and too many of our nation’s children live in poverty.

We have demonstrated that we can work on a bipartisan basis to address the
challenges our children face. That’s why, as | said yesterday, | am extremely
disappointed that some in Congress have taken actions that threaten to undermine
the important progress we have made by failing to provide critical investments for
our young people. Our children deserve progress, not partisanship. As we pause
to consider this report card on our children, | urge Members of Congress to work
together to build a stronger future for our nation’s children.
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Per your request, below is some general information on the 1998 report, "America's Children: Key
Indicators of Well-Being." | am also preparing a detailed memo with a summary of each of the
indicators.

Background

This is the second year that the Federal Interagency Forum on Children and Family Statistics
(Forum) will release its report, America’s Children: Key Indicators of Well-Being. 1In 1997,
by Executive Order, President Clinton directed the Forum to produce an annual report on the
most important indicators of the well-being of the Nation’s children. The report collects, in a
single place, regularly measured and representative Federal Government statistics on children
(drawn primarily from national surveys and from vital records), as well as points to places
where additional data collection is needed. The newsworthiness of the report is not any
specific data (nearly all has been released before), but rather the collection of key statistics ,
presenting an overall picture of children’s well-being.

Current Release Strategy

While this may change should the report be released in conjunction with a POTUS event, the
current release strategy is: NICHD plans to release the report on behalf of the Federal
Interagency Forum on Children and Family Statistics on July 15 at 6:00 am, with embargoed
copies and an embargoed, explanatory video news release available on July 14th. (As with
other statistical reports, there is apparently a prohibition on official comment for an hour after
its release.)

Findings of 1998 Report -- Summary

The report shows that children now comprise 26 percent of the population, with ethnic and
diversity continuing to rise. It shows some positive trends in the overall condition of the
nation’s children, including decreases in childhood mortality, particularly infant mortality.
The report shows that more children are being immunized (77 percent in 1996 versus 74
percent in 1995), fewer babies are dying in infancy (infant mortality declined from 7.5 deaths
per 1,000 births in 1995 to 7.2 in 1996), and dramatically fewer children have high blood lead



levels. In addition, the report indicates that the teen birth rate has declined (between 1991 and
1996, from 39 to 34 live births per 1,000) and that more young adults are graduating from
college.

However, the report also shows that there is sometimes not enough to eat for children (3
percent in 1994 versus 6 percent in 1996) and there is an increase in the number of low birth
weight babies. The report also reveals high levels of cigarette smoking, alcohol consumption,
and drug use among children. The number of children without health insurance increased in
1996 to 10.6 million, up from 9.8 million in 1995. The report also shows that not all children
are doing equally as well. There has been no significant change in the number of children in
poverty (about 20 percent), with children under 18 representing 40 percent of the poverty
population, even thought they comprise only a quarter of the general population. Moreover,
children in poverty are more likely to experience housing problems and hunger, are less likely
to be immunized, and are less likely to have parent working full-time all year.
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CALIFORNIA, NEW YORK, AND TREXAS HIT HARD BY INCREASES IN YOUNG CHILD
POVERTY OVER PAST TWO DECADES: Smaller States also Hit by Lurge Increases but
Child Poverty Falls in New Jersey and Vermant

More than half of the increase in the number of poor young children in (he United States over the
last two decades can be atiributed to the nation’s three most populous states, California, New
.York. and l'cxas, according o a study relcascd today by the National Center for Childf@i in
Paverty (NCCP) at the Columbia School of Public Health. The study, “Young Child Poverty in
the States; Wide Variation and Significant Change,” found that the number of poor children under
age six in Califormnia, New York, and Te¢xas rose to an average of 2.0 million in 1992-1996 - up
from an average of 1.2 million in 1979-1983. The number of poor young children in the United
States grew from an average of 4.4 million to an average of 5.9 million over the same period.

Nalionally, the young child poverty ratc (YCPR) increased from 22 7 peroent during the
period covered by the study—an increase of 12 percent,

California, New York, and Texas each expenienced steep riges in their young child poverty rates
over the past twa decades (24, 21, and 24 percent respectively). Several smaller states also
expericneed significant increases in their YCPRs during that peried, including Oklahoma (53
pereent), Montana (51 peroent), Arizona (46 percent), West Virginia (45 pereent), and Louisiuna
(40 percent). ‘I'wo states saw their YCPRs fall dramatically, with a 26 peroent drép in New Jersey
and a 39 percent fall in Vermont.

QOverall, the YCPR increased by more than 20 percent in 1§ states and fell by more than 20
percent in five states but due to sample sizes the trends can only be deemed statistically
sighificant in tcn states. Seven states (California, Louisiana, Mississippi, New Mcxica, New
York, Texas, and West Virginia) and the District of Columbia had young child poverty rates that

were higher than the national average by a significant murgin in 1992-1996, Five of thosc states

o2 aspi 1
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(Californie, T.ovisiana, New York, Texels, and West Virginia) also experionced statistically
significant increascs in their YCPRs between 1979-1983 and 1992-1996, “Our report offers some
preliminary insights into state young child poverty trends. As researchers develop a clearer
picture of whal is behind these divergent state trends, it will holp us address young child poverty
more effectively as a nation,” said Dr. Neil Bennett, NCCP's director of demographic rescarch

and co-author of the study, along with Dr, Jiali Li. - -

The NCCP report is being released at a time when a key deadline in the 1996 federal welfare
overhaul has been reeently missed. . The Personal Responsibility and Work Opportunity
Reconciliation Act of 1996 requires each of the 50 slatcs to provide an annual current estimatc of
its child poverty by May 31 of each year, beginning in 1998. If a statc’s child poverty rate
increases by fivc percent or more and the incrcasce can he attributed to welfare reform, the new
law requires the state to file a corrective action plan with the Depertment of Health and Human
‘Services (DHSS). On May 29 DHHS informed (he states that they did not have to submit their
child poverty rates and that DHHS will send the states their official child poverty estimates as
soon as the Census Bureau develops them, “Congress and President Clinton were absolutely
right to require that state child poverty rates be tracked as parl of welfare veform,” asserted Dr.
Larry Aber, the director of NCCP. “But it would be absolutely wrong for any clected official to

declare welfare reform a success without knowing its impact on child poverty,” Aber added.

NCCP conducted siatistical analyses in order to cxamine the degree to which three demographic
factors (single motherhood, parental education, and parental employment) could account for the
wide variation in state child poverty trends., Changces in these three variables accounted for all of
the change in the YCPR in seven states and none of the change in 12 statcs. The median
pereentage of the change in the YCPR that is explained by these variables was 30 percent. “Our
rescarch raises a red flag for anyone who thinks that our high rate of young child poverty can be
cxplained by a single demographio factor,” said Dr Bennelt.

In order to increase the statistical reliability of its slale poverty estimates, the study combined the
five most recent ycars of income data (1992-1996) from the U.S. Bureau of the Census and
compared it with five years of baseline duata from 1979-1983 to track poverty trends in euch of the
50 statcs and the District of Columbia. '

# il #
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July 10, 1998

The Honorablec William J. Clinton
President of tho Unitod Statos
The White House

Washington, DC 20010

Dear Mr. President,

1 am happy to provide you with the following summary of the new Research Bricf from the
National Center for Children in Poverty (NCCP): “Young Child Poverty in the States- - Wide
Variation and Significant Change.” This report continucs our work on the demography of young
child poverty, As you may know, One in lour: America’s Youngest Poor, described the
changing face of young child poverty and illustrated how it cuts across racial and geographic
boundaries. Our March 1998 publication, “Young Children in Poverty: A Statistical Update,”
uscd an alternative measure of young child poverty 1o demonstrate the powerful impact of the
Farned Income Tax Credit as a tool against young child poverty.

‘The key findings of the Research Brief include:

Wide Differences Among the States: There is great variation in both trends and levels of younyg
child poverty among the states, Over the last two decades, changes in state young child poverty
rates ranged from a 53 poreent incrcaso_in Oklahoma to a 39 poroent fall in Vormont.

More than half of the increase in the average number of poor young children in the United States
over the last two decados can be attributod to tho nation’s three most populous states, California,
Ncw York, and Texas. These three states cach expericnced disproportionaiely stocp riscs in their
young child poverty rates over the past two decades (24, 21, and 24 percent respectively). The
numbeor of poor children under age six in California, Now York, and Texas rose to an average of
2.0 nullion in 1992-1996—up from an average of 1.2 million in 1979-1983.

Scveral smaller statos also experienced significant increases in their YCPRs during that period,
including Montana (51 percent), Arizona (46 percent), West Virginia (45 percent), and Louisiana
(40 percent), Two states saw their YCPRs fall dramatically, with a 26 pereent drop in New Jersey
in addition to the 39 percent fall in Vermont.

Young Child Poverty is an American Problem: This report confirms that young child poverty
is an American problem that affocts regions all across the nation. We found states with either
high rates of poverty and/or sieep incrcascs in their poverty levels in the West (CA), Northeast
(NY), South (LA, WV), Southwest (AZ) and in the Rockies (MT).

Welfare Reform: 1t is still too carly to fully cvaluate the impact that welfare reform has had on
young child poverty rates, as the most recent Census data predate the implementation of the
changes in the 1996 federal wolfare law. You are well aware that two-thirds of welfare rocipients
arc children. Welfare reform cannot be a success if it lcaves millions of children in poverty. Itis
not enough to end welfare as we know it. We also have to end child poverty as we know it.

2 asri
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As you know, our roport is being released at a timc when a key deadline in the 1996 federal
wolfare overhaul has been recently missed. The law requires cach of the 50 states to provide an
annual cyrrent cstimate of its child poverty ratc by May 31 of each year, beginning in 1998, 1 a
statc’s child poverty rate increases by five percent or more, and the increase can be atiributod to
welfarc reform, the new law requires the state 1o file a corroctive action plan with the Departmem
of Health and Human Services (DHSS). 1t is critically important for DHHS to complete the 1ask
of devoloping an appropriate methodology to track ycar-to-year changes in state child poverty
ralcs.

‘The Working Poor: It is also important 1o remember that most poor young children live in
working familics (63 percent) and that states neod to dovelop strategies to help non-welfarc
families to get out of poverty.

Demographic Fuctors: NCCP conductcd statistical analyses in order to examine the degree to
which three demographic factors (single motherhood, maternal education, and parental
employment) could account for the wide variation in state child poverty trends. Changes in these
three variables accounted for all of the change in the YCPR in seven states and none of the
change in 12 states. The median percontage of the change in the Y CPR that is explained by thesc
vanables was 30 percent, ' We also found that immigration constitu(cs an important but not
cxclusive factor in the growth of family poverty in the three most populous states: California,
New York, and Texas.

Future Rescarch: Over the next year, NCCP intends 10 intensively cxamine other factors at the
stato level--such as economic and policy variables--that affect young child poverty rates, and to
issuc additional rcports,

Leadership from tho White House could be critically important in encouraging a “race 1o the top”

among the states to sce who ¢an do the most 10 reduce young child poverty. We at NCCP hope
that this report can in some way serve that goal.

1 would be happy to bricf you in more detail about our research or any other relevant issues at
your oarliost convenience. My home number is 212-579-2424 and my dircct line at NCCP is 212-
304-7101, Please do not hesitate to contact me if yon should have any furthor quostions.

JaL. &,

J. Lawronoe Aber
Director

Cc: Bruce Reed
Dcebra Waxman
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Young Child Poverty in the
States—Wide Variation

..... | | and Significant Change

oung Child Poverty in the States---Wide Vartation and

Stgnificant Change examines the differences in poverty
rates for children under age six among the 50 states and
the changes that have taken place between 1979-1983 and
1992-1996. The poverty rates are based on data from the
Current Population Survey of the U.S. Bureau of the Census,
with 1996 being the most recent year for which poverty
data have been collected. (Five years of data are aggregated
fo increase the statistical reliability of the poverty esti-
mates.) This research brief summary providoes baseline infor
mation on state young child poverty rates to help establish
a context in which individual state child poverty trends can
he better understood as the nation enlers a new era of
incrensed state responsibility for children’s well-being.}

Righlights from the rosearch brief inclnde the following:

Rates of Poverty, Extreme Poverty, and
Near Poverty Among the States

State young child poverty rates (YCPRs) range from under
12 percent in New Hampshire and Utah to 40 percent or
more in Loulsiana and West Virginia.? The District of
Columbia and seven states—the large states of California,
New York, and Texas, plus Louisiana, Mississippi, New
Mexico, and West Virginia—have young-ehild poverty rates
that significantly exceed the 1992-1996 national rate of
24.7 percent. Fifleen states have rates of poverly that are
significantly lowor than the national rate.

Paverty rates of chlidren under age aix, by state, 1992-1996

() states with paverty rates
signiticantly lower than the
national rate {15}

ERf] Stlatae with poverty rales
similar to the nationsl 1ale [28]

I States with poverly rates
significantly Mghor than the
national rate {8)

4 States whare poverty rate
Increasad significantly betwaon
1978-1983 and 1482--1916 {8)

J Statas whers poverty rate
dacraasad significantly batwean
1979-1883 and 19921996 (2]

' For exaunple, states have vastly increased respoustbility fuc wollara logislation. A key provision of the 1996 foderal wolfare ovarbaul (Thoe Porswnal Responsibility and Work
Oppartunity Reconciliation Act) requires cach state to provide an snnual ¢ureent estinate of it chikl poverty rate hy May 31at, startug 1o 1294, If thnt rate excoada the provious
yoar's rate by more than & percant, and this increase can be atributad to the clfects of welfare reform. then the statc must submit a corrective action plan, The: lugic ol thiy
sequircment is clear: {wo-thirds of welfare regipicnts are children, and walfara roform cannot he deamnd a rucesas if it loads to highar child povoerty ratan. At this writing, the
fodoral guvormnent is still in the process of duiermiining the methodologics necessary for the states to fulfill the obligutions ouslined for them ia the welfare reforin act.

P overly, axtreme paverly, and near poverty are dedingd ae living In families wath incomes helaw 00 percent, 50 percent, and 185 percent of Lhe poverty fine, vospoctively.
In 1006, the official federal paverty line was $16,036 for a family of four and $12.516 for a fatily of thise, The YCPR (s the percentage of children under ape alx who live in

[amilies with incomer below the poverty line,
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Extreme poverty among young children varies to an even
greater extent across the states. Eight states and the District
of Columbia (including the large states of Florida, New York,
and Texas) have extreme poverty rates that are significantly
higher than the U.S. average of 11.7 percent, Rates are
significantly lower than the U.S. average in fifteen states.

The ncar poverty rate among young children ranges from
less than 30 percent in Massachusetts and Now Jersoy to
graater than 00 percent in Missigsippi, West Virginia, and
the District of Columbia. Eleven states—including California,
Ilorida, and Texas—and the District of Columbia have near
poverty rates that are significantly higher than the national
average of 44.2 percent, whereas 12 states have rates that
are significantly lower than the national rate.

Changes in State Poverty from 1979-1983
10 1992-1996

Nationally, the YCPR climbed from 22.0 to 2¢4.7 percent
between 1979-1983 and 19921996, an increase of 12
percent. The number of young children in poverty grew from
an average of 4.4 million to 5.9 million over that same period.
More than half of the total incroase (773.000) in the numbar
of poor young children can be attributed to the nation's three
most populous states: California, New York, and Texas, Bach
of the these states experienced disproportionately steep
rises in its young child poverty rate (YCPR) over the last
two decades arid now has a significantly higher rate of young
child poverty than the nation as a whole. Collectively, these
three states had 28 percent of the children under age six,
yet they accounted for 53 percent of the increase in the
number of poor young children. Five smaller states alse
cxperienced statistically significant increases in their
YCPRs, including Oklahoma (53 percent), Montana (51
percent), Arizona (46 percent), West Virginia (45 percent),
and Louisiana (40 percent). Two states sxperienced
significant decrcases of over 25 percent: New Jersey (20
percent) aud Vermont (39 percent),

Overall, the YCPR increased by more than 20 percent in 15
states and fell by more than 20 percent in five states;
however, due Lo sample sizes the trends can only be deemed
statistically significant in ten states. The fact that enly ten
states show slatistically significant changes doos not imply
that other states’ YCPRs did not change, even dramatically.
Yor many states the munber of individuals interviewed by
the Census Burcau was simply insufficient to draw such a
conclnsion,

ri)r.k\ihi of those analyzar ace availalila from NCCP.

Why Do State Poverty Trends Differ?

This rescarch brief from the National Center for Children in
Poverty (NCCP) identifies three key demographic factors
that help to explain the differences among the states in the
growth of their YCPRe—-the proportions of young children
with: (1} single mothers (family structure), (2) mothers who
completed high school (parental education), and (3) at least
one parent employed full-time (paréntal smployment).

The increase in the nationwide proportion of young chlldren
with singlo mothers was 25 percont. However, state trends
varied from large increascs in New Mexico (99 percent),
Kentucky (88 porcent), Montana (84 percent), and Nebraska
{77 percent), to decreases in New Jersey (-15 percent),
Arkansas (-6 percent), Maryland (-4 percent), and the
District of Columbia (-3 percent).

Variation alao existed in the changes of the proportion of
young; children with mothers who completed high school.
The proportion increased nationally by 4 percent, but
incresses were much mora pronounced in Mississippi (17
pescent), Arkansas (16 percent), and Indiana (16 percent),
The proportion actnally decreased in the District of Columbia
(-12 percent) and eight states, including Montana (-7 percent)
and California (-6 percent).

Although the employment scene impraved for the nation
over this tme period, with a 3 percent increase in the
proportion of young children with at least one parent
employed full-time, the situation differed dramatically
among the states. Full-time employmeut rates for parents
of young children deteriorated in the District of Columbia
(-18 percent) and in many states, including New Hampshire
{-14 percent) and Connecticut (-13 percent). In contrast,
six slales saw improvements of 15 percent or more—Alaska
(48 porcent), Hawaii (21 percent), Arkansas (17 percent),
Virginia {10 perceni), Delaware (15 percent), and
Washington (15 percent).

NCCP's statistical analysis® finds that changes in family
structure, parental education, and parental employment
variables account for all of the change in the YCPR in seven
statcs and none of the change in 12 states. The median
percentage of the change in the YCPR that is explained by
changes in these variables is substantial—30 percent.
NCCP's analysis suggests that all three factors combine to
influence rates of states’ growth in their YCPRs and that
policymakers would do well to recognize that multiple
demographic, economice, and policy variables are behind
state cluld poverty tronds. Indeed, California, New York, and

16:27 No.031 P.O7
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Change In the percentage and number of children under age six In poverty, by state, 1978-1983 to 1992-1996

| ___1879-1883 —.__1R92-1806 | % Change Change in
Rate Numbaer RAate Number In rate number
usa . . | 2204 4,420,791 246y | sernors | 12 | 1458284
_Comneotiowt 7] a7 | 30440 | 2388 | 67,280 62 ...58,810 |
__ Wyoming 1250 6076 | toan | 7710 56 1,636
__Oklahoma 20.94 54,643 32.03 92,384 63 37,741
Montana 17.22 14626 | 2595 ~ 20,019 31 5,393
~ Arizona 1.8 49,025 20.80 124,350 @ | 7335
_ West Virginia aves 48,73 | 3868 7,862 & T
. loulslara ] 2%14 133,557 40.65 158,447 40 24,890
Kantucky 213 73050 | @937 90,042 S 18002
District of Columbia _,.3300 13 e | 4407 23424 | 33 _|._.. 9632
| Maryland 13.94 40645 | 1857 04,436 | 33 53,879
Toxae 1 2439 | 958482 | 3027 572,180 24 | .. 2136088
_ California 23.40 516,759 28,97 950,269 24 433,510
Missour 19.38 [ 818n | 2385 102202 | .24 ) .._20281
New York 23,76 338,764 28.76 464,651 21 126,797
 Minnesota 1430 55,840 17.19 66,142 20 12,503
Ohle e85 1_..eepre | 2306 ) 223470 | 8 | 35202
Naw Mexico 28.82 39,508 33.99 58,049 18 18,450
" Norlh Caroliog - 2090 ) 84889 | 2488 |  1442a7 | 18 | 49,308
Novada 422 | 10,790 16.63 20,938 17 10,148
.. North Dakota 14.79 9744 | . 17.26 8,613 17 . e 181
Michigan . 22.82 188,947 25.75 225,755 13 36,809 |
Maine 20.20 18644 | 224K 10,667 11 933
Mussachusetls j 14.99 66,137 18,65 84,657 11 18,420
- Wisconsin 14.80 64,074 16.16 73,080 1 9,006
~ Naw Hampshire 10.85 7761 | 1185 12,236 9 4,475
Qeorgia 21,93 107.270 23.74 162.241 8 44,971
_Kangas 1884 4,567 ) 2023 ) 80248 A Bg7e
_Wnols_ | 2897 242 025 2427 271,689 4 80,864
_Modave | ...R060 | 107121 @ 2147 | 18010 | 4 | 10,880
Coloado " "1 " vees | 4a7ea | 1723 [ eoece | 3 | 1808
lowa 18.64 41.564 17.09 45.228 3 3.664
| Florida e 2es 199,106 26.55 313.231 1 114125
~ Washington 18.31 69,858 18.44 89,168 1 19,310
. Oregon ] 2084 | . _ 5B0S3E L e0%3 1 51885 | s\ tg01
Nobraska e 19.42 29,290 18.71 i 29,478 -4 188
Tennessee 28.50 114,313 27.83 123466 | 4 9,153
~ Virginla 1841 | 7o4aa | 17.4p | e2544 | .5 T 13m0
wisiapp sot | eross | e T aeae T T
SouthCarolina | 2590 88.330 23.99 74,702 -7 -13,628
Arkansas 3004 | o | 2702 59.990 10 843 _
 Pennsylvania 20.60 179593 | 1898 179,569 -1 -28
aho . L fo._ 2459 26,458 2174 Le2397 | e | 4081 |
_ South Dakota | L2e9e [ weyer ] 2162 13,437 -12 ... 13330
Rhoda Island 24.47 _.._1e.862 2030 | 15266 17 21,586
Hawall 22.08 20,490 18.9% 18,016 AU DU s 1A
Utah 1404 32,770 11.36 26,338 -20 -6.440
Aabama | __Beds 18,065 | 2586 | 100836 | 20 | 17440 ]
Alaska Luleot 8452 | 1378 8749 | -3 . .. 703 _
_Dolawars | 2007 [ _so700 1527 8,750 24 _ 1858 |
NowJerssy | 2088 _Medzs | 4637 | qo7e12 | 28 | 1,713
Cvermomt T e 10,754 1831 7.621 -39 3,282
* Statae in bold letlars had significantly positiva or signfficantly negative growth as indicated. Other statys may have Nad sindiar changey Lt because of small sarmplo
sirey these changus ure not conylduryd stulglically signifioant at a 80 parcont confidency intarval, Changes In poveny rates & oundad (o tho nearest whole number.
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Texas each has a large and growing immigrant population.
In proliminary analyses, NCCP finds that immigration
onstitutes an iinportant but not exclusive factor in the growth
of family poverty in these states. In collaboration with other
researchers, NCCP plans to examine these factors in greater
depth over the next year.

Conclusion

The dramatic state variation in both the levels of the YCPR
and their rate of growth over time undetscores the importance
of focusing upon poverty at the state level. The analyses
described here also suggest the difficulty, given current data
gources, of meeting the requirements of the 1996 federal
welfare reform to track annual changes of as litle as 5 percent
in state YCPRs. Substantially larger samples of state
populations will ba nesded to measurs meaningful differences
in state poverty rates obtained from two adjacent years of
data. While methodological advances are needed to track
paverty in the states on & yearto-year basis, this challenge
cannot be allowed to discourage a vigorous national debate
about how to address the problem of widespread young child
poverty in a time of growing national prosperity. NCCP hopes
that this publication will focus greater attention on young
child poverty within indlvidua! statea and also help to
encourage a “race to the top” among the states to find the
most effective strategies to prevent young child poverty.

This dooument summarizes Early Chlidhood Poverty Research
frlef 1. Coplas of tha full publication are svallable for §5.00 each
from NCCP, 154 Haven Avanue, New York, NY 10032; Tel: (212) 304-
7100; Fax:(212) 544-4200 or 644-4201; £-mall: nocp@columbla.adu.
Checks shauld be mads payable to Columbla University.

. uibility for the facts and opinione presented in the

Early Childhood Poverty Research Briefs

This research brief serles has been established to
present timely research findings on the naturs, scope,
and impact of young child poverty in the United
States, primarlly based on analyses by the National
Center for Children in Poverty (NCCP). This series
will explore the causes and coﬁscqﬂcnccs of young
child poverty as well as identify promising strategios
to reduce thae incidence of young child poverty. As
with much of NCCP's work, therc will be a strong
state and local focus on young child poverty and
relaled issues.

Support for this Barly Childhood Poverty Resoarch
Bricf was provided in part by gonerous funding from
the Charles Stewart Mott Foundation in addition to
core support from the Carnegle Corporation of New
York and the Ford Foundation. NCCP takes respon-

research brief.

Early Childhood Poverty Researcl Brief 1
Young CRhild Poverty in the States—
Wide Varlation and Significant Change

by Neil G. Bennett, Director of Domographic Resoarch
and Analysis and Jiali Li, Associate Resoarch Scientist
at NCCP

© 1998 by the Natlonal Center for Children in Poverty

Editor: Julfan Palmer
Design and Production: Telly Veldellon

NatioNaL CENTER FOR CHILDREN IN POVERTY (NCCP) was establishad in 16489 at tha School
ot Public Health, Colurnbia University, with corg suppor from the Ford Foundation and the Camagie

D

Corporation of New York. Tha Center's misslon Is to identity and promotc strategles that reduce
tho number of young children living in poverty in the Unlted Siates, and that improve the life
chancas of the millions of children under age &ix who are growing up poar.

The Cenlar:
NA'"“"‘“' » Alerts the public to damngraphic etallstica about child poventy and 1o the scientific research on
GENTER FOR tha sorious impact of paverty on yaung children, thelr famillag, and thalr communities.

» Designs and conducts flald-basad studies to ldentify programs, policles, and practices that
cﬂﬂunnﬂﬂ IN work bast for young chiidren and their families living in poverty.
Pnusn'n w Diasaminstes Information about carly childhood care and education, child haalth, and famlly

and cominunity support to governmont officlals. privale organizatlons, and child advacates,
and provldeg a atate and local parspective on relevant national issues.

e Bringe togathar public and private groups to asgess the efficacy ol current and patential
etrategies to lowar the young child poverty rate and to improve the well-being of young children
In povarty, thair familles, and thelr communitias,

Columbia School
of Public Health

164 Havan Avanye
Naw Ynri, NY 10022

ne  (212) 304.7100

TAx (217) DA4-4Z00 { B44:4201 = Challenges policymakers and opinion leaders to help amoliorate the adverse consequancos
vk hitpJicomgnel.columbla.edwdepineoy/

ol pavarty on young childran,
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he purpose of this research brief from the National Center for Children in Poverly

(NCCP) ia to describe levels and trends of young child poverty in the states and to
understand some of the important rcasons behind the differences avross the states. Key
findings from the research brief include:

» Considerable variation exists among the states’ young child poverty rates (YCPRs). In
particular, seven slates and the District of Columbia have rates significantly higher
than the nationa)l average and 15 states have rates that arc significantly lower. Young
child poverty rates for 1992-1996 ranged from 11 percent in Utah to 41 percent in
Louisiana,

» Ten states have experienced significant changes in their YCPRs between 1979-1983*
and 1992-1996. Specifically, eight states’ YCPRs increased, while the rates of two states
decreased. Changes in state young child poverty rates ranged from a 53 percent in-
crease in Oklahoma to a 39 percent fall in Vermont. Nationally, the young child poverty
rate (YCPR) increased from 22.0 10 24.7 percent during the period covered by the study
—an increase of 12 percent. The number of poor young children in the United States
grew from an average of 4.4 million to an average of 5.9 million aver the same period.

» Califarnia, New York, and Texas each experienced steep increascs (24, 21, and 24 per-
cent respectively) in their YCPRs hetween 19791983 and 1992-1996. These increases
were significantly higher than the national increase of 12 percent. Indeed, more than
half of the increase in the average number of poor young children in the United States
over the period covered in this study can be attributed to these three states.

» Three demographic faclors—changes in family structure, cmployment patterns, and
educational attainment—aceaounted for a notable proportion of the changes in state
young child poverty rates over the past two decades.

ith the passage of federal welfare reform in 1996 (The Personal Responsibility and

Work Opportunity Reconciliation Act or PRA), accountability for the well-being of
low-income families has shifted substantially from the federal government to the states.
The legislation requires that each state provide an annual current estimate of its child
poverty rate by May 31st, starting in 1998. If that rate exceeds the previous year's rate
by more than 5 percent (e.g., from 20 percent to more than 21 percent), and this increase
can be attributed {o the effects of welfare reform, then the state must submit a corrective
action plan. The logic of this requirement is clear: two-thirds of welfare recipients are
children® and welfare reform cannot be deemed a success if it leads to higher child pov-
erty rates.?

As of July 1998, the {ederal government is in the process of determining two critical
methodologies: (1) how 1o estimate state-level poverty rates and (2) how to isolate the
causes of poverty increases so that the conditions underlying the requirement for propos-
ing a corrective action plan can, in fact, be met. With respect to the latter point, it is clear
that if such a methodology is unavailable to the states, then it will be impossible to
determine whether a corrective action plan is necessary. The federal government is months
behind their anticipated schedule of developing the means necessary for the states to
fulfill the obligations outlined for them in the welfare reform act.’

* This rerearch brief discuasea yonng child poverty sinee 1979 because NCCP plans 1o use these statistios as a basoline
for a future report that will uso altornative moasuras of povarly-—for which the nacessary data only bacame availabla in
1979—to cxaminc the elfects of policy chahges on young child poverty rates.

Nalivnal Ceiler for Childien tn Poveily .
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In the end, it may be that the major ontcome of the reporting requirement will be gimply 1o
help ghine a spotlight on the problem of child poverty in the United States: its Jevel, trends
over time, differences across states and varions subgroups, and its causes and consequences.

This research brief focuses primarily on variation among the 50 states in young child pov-
erty,! that.is, poverty among children under age six. These young children have the highest
poverty rates of any age group and are the most vulnerable to the impact of poverty.
Preventing poverty in early childhood can reduce the incidence of several negative out-
comes-—¢.g., costly medical problems, devclopmental delays, teen pregnancy, and adult
unemployment—that are associated with young child poverty.® The report addresses three
sels of questions: T

» For the five-year period prior to the passage and implementation of the PRA, 1992
through 1996,5 how much did states vary in their YCPRs?

» For the period from the late 1970s/early 1980s (1079-1983) through the early 1990s
(1992-1996), how much did states vary in their rates of change in the YCPR?

» Are there key demographic factors that help to explain the differences among the
states in the extent to which their YCPRs have changed?

As America enters a ncw cra of increased state responsibility for children’s well-being,

this report provides bascline information on state child poverly rates to help establish a
context in which individual state child poverty trends can be better understood.

or the flve-year period prior to the passage and implementation of the PRA, 1992

through 1996, how much did states vary in thelr YCPRs? Maps 1 through 3 display
the poverty, extreme poverly, and near poverty rates of the states according to three
categoriecs—whether each state's rale was: (1) statistically similar 1o the national rate,
(2) statistically significantly higher than the national rate, or (3) statistically significantly
lower than the national rate. Actual estimates and their associated 90 percent confidence
intervals are presented in Appendix Tables 1 throngh 3.7

Map 1 and Appendix Table 1 (Poverty rates of children nnder age six, by state, 1992-
1996) reveal that the economic well-being of young children varied substantially across
the United States. (The official poverty threshold in the United States in 1996 was $16,036
for a family of four.) The young child poverty rate ranged from under 12 percent in New
Hampshire and Utah (o 40 percent or more in Lounisiana and West Virginia. The Distric
of Columbia and seven states—the large states of California, New York, and Texas, plus
Louisiana, Migsissippi, New Mexico, and West Virginia—had young child poverty rates
that significantly exceeded the 1992-1996 national rate of 24.7 percent. Fifteen states
had rates of poverty that were significantly lower than the national rale, These were
distributed around the country and included large states Jike Penusylvania and New Jer-
scy and small states like Vermont and North Dakota.

Map 2 and Appendix Table 2 {Extreme poverty rates of children under age six, by state,
1992-1996) show that extreme poverty (the proportion of young children in families with
incomes of less than 50 percent of the poverty line) varied to an even greater extent
across the states. Fewer than 3 percent of young children in Hawaii and Vermont found
themsslves in extreme poverty compared to more than 20 percent in Louisiana, Missis-
sippi, West Virginia, and the Districl of Columbia. All together, eight states (the large
slates of Florlda, New York, and Texas, in addition to New Mexico, Oklahoma, and the

Young Child Poverty in the States 3
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latter group just mentioned) and the District of Colwmbia had extreme poverty rates that
were significantly higher than the U.S, average of 11.7 percent. Fifteen states had rates
that were gignificantly lower than the U.S. average.

Last, Map 3 and Appendix Table 3 (Near poverty rates of children under age s’ix. by state,
1992-1996) reveal that the near poverty rate (the proportion of young children in fami-
lies with incomes below 185 percent of the poverty line)* among young children ranged
from less than 30 percent in Massachusetts and New Jersey 1o greater than 60 percent in
Mississippl, West Virginia, and the District of Columbia. Twelve states had near poverty
rates thatl were significantly lower than the national average of 44.2 percent, whereas 11
states—including California, Florida, and Texas—and the District of Colwmbia had ratcs
that were significantly greater than the national rate.
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MAP 1

Poverty rates of children
under age six, by state,
1992-1996

(] States with poverty rates significantly fower than the natlonal rate (15}
B4 states with poverty ratcs similar to tho national rate [28)
BEI States with poverty rates significantly higher than the national rate (6]

* Childron in familics with incomes between 100 and 185 percent of (e federal poverty ling wre considered neq poor
Lacausa thay are servad by a number of gavernment assistance pragrama for low-income people—sauch as Madicaid, the
Sohool Lunch and 8choo! Rreakfast pragrams, and the Spooial Supplemnntal Nutrition Progran for Women, Infante, and
Childran (WIC}—that uze 185 percent of the pavarty line as the upper limit to determine olijibility.

4 Young Child Poveily in the Stalos Nationast Comtor for Ghildren in Poverty
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MAP 2
Extreme poverty ratas*

of children under age six,
by state, 19921996

2 N\
- {.r)

] States with extromo poverly rates significantly lowar than the national rate (15)
States with extreme poverly ratos similar to the national rate [27)

BB States with extremo povorty ratos significantly highar than the national rate [9)

* Chiidren In familles with lncomes of less Uan 50 peroont of the federal paverty fina.

MAP 3

Near poverty rates* of
children under age six,
by stale, 1992-1996

[_] States with near poverty rates significantly lower than the national rate [12)

£ Statos with near povorty ratos similar to the natlonal rato 27)

B statos with near poverly rates signifloantly higher than the national rate (12)

* Chiidran In famllins with Incomes halow 186 pareant of the federal poverty Iine,

Nutionul Centor for Chldien n Poverly Youngy Chlld Povarly Iy thy Statos 5
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Changes in State
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Poverty Rates
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10 1992-1990
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MAP 4
Change In the percentage
of children under age six
In poverty, by state,
1979-1983 to 1992~1996
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For the period from 1979~1983 through 1992-1996, how much did states vary in their
rates of change in their YCPRs? Map 41 and Appendix Table 4 (Change in the percent-
age of children under age six in poverty, by stale, 1979-1983 to 19921996} examine the
levels of poverty in each of the two time perlods and the percentage change that took
place in cach stale. Here, too, there is abundant variation by statc. Nationally, the YCPR
climbed by 12 percent over the time period observed. The rate appeared to increase by
over 20 percent in 15 states, including Connecticnt (62 percent), Wyoming (55 percent),
Oklahoma (53 percent), and Montana (51 percent). At the same time, the poverty rate
decreased by more than 20 percent in five states: Alabama (-20 percent), Alaska (-23
percent), Delaware (-24 percent), New Jersey (-26 percent), and Vermont (-39 percent).

Ton states exhibit statistically significant changes in their YCI’Rs.* In particular, the YCPR
increased significantly in eight states—the three largest states in the union, California,
New York, and Texas, as wcll as West Virginia, Louisiana, Oklahoma, Montana, and Ari-
zona (see Appendix Tablc 4). California, New York, and Texas each expericnced disprapor
tionately steep rises in their young child poverty rates over the past two decades (24, 21,
and 24 percent respectively). Indeed, these three states acconnted for 53 percent (nearly
800,000) of the total national increase of 1.5 million in the average mumber of poor young
children. On the other hand, New Jersey and Vermont are the only states that experienced
significant declines in their YCPRs between 1979-1983 and 1992-1996, The fact that only
ten states showed statistically significant trends does not imply that other states' YCPRs
did not change, even dramatically, over the time period observed. For many states the
munher of individuals interviewed was simply insufficient to draw such a conclusion,

) states where poverty rato docreased signlficantly [2]

ER states whera paverty rate did not change by a stalistically significant margin [41)
BB Statas wharo povorty rata incroasod slgnificantly [8)

National Gevter for Childien in Poverty
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Are there key demographic factors that help to explain the differences among the states In
the extent to which thelr YCI'Rs changed? States differ considerably with respect to
how they fared over thz period 1979-1983 to 19921 996. This variation may be caused
by the possible differences among the states in the (rends for a wide range of factors. On
the basis of prior research,” NCCP focused on three of these variables which are potentially
relevant to all of the states: the proportions of children with (1) single mothers (family
structure), (2) mothers who completed high school (maternal education), and (3) at least
one parent employed full time (parental employment). (See Appendix Table 5.)

Single Motherhood -

The increase in the nationwide proportion of young children with single mothers was 25
percent since 1979-1983. However, the change varied from increases of more than three-
quarters in New Mexico (99 percent), Kentucky (88 percent), Montana (84 percent), and
Nebraska (77 percent), to decreages in the District of Coliumbia (-3 percent), and the three
states of Maryland (-4 percent), Arkansas (-6 percent), and New Jersey (-15 percont),

Maternal Education

Similar variation existed across the states in the changes in the praportion of mothers
who completed high school. The proportion increased nationally by 4 percent, but in-
creases were much more pronounced in states such as Mississippi (17 percent; its per-
centage in 1979-1983 was the lowest among all states), Arkansas (16 percent), and
Indiana (16 percent). The proportion actually decreased in the District of Columbia (-12
percent) and elght states, including Montana (-7 percent) and California (-6 percent).

Parental Employment

Although the employment scenc generally improved for the nation over this time period,
with a 3 percent increase in the proportion of younyr children with at least one parent
employed full time, the situation differed dramatically among the states. The emplay-
ment environment deteriorated in the District of Columbia (-18 percent) and many states,
including Now Hampshire (-14 percent) and Connecticut (-13 percent). At the oppositc
end of the spectrum, six states saw increases of 15 percent or more—Alaska (48 per-

cont), Hawall (21 percent), Arkansas (17 percent), Virginia (16 percent), Delaware (15
percent), and Washingion (15 percent).

NCCP conducted statistical analyses (details of which are available on request) to assess
the degree to which these three factors explain the rise or fall of individual state poverly
rates. Family structure, maternal education, and parental employment variables account
for al! of the change in the YCPR in seven states and none of the change in 12 states. The
median percentage of the change in the YCPR that is explained by these variables is 30
pereent. Thus, onee again there is greal variation among the states—this time not only in
the magnitude of chanye that they had experienced in the YCPR, but in the degree to which
the three factora drove these changes. A summary measure of the distribution across
states of the explanatory power of these factors—the 30 percent median—indicates that
these factors played an important role in state poverty trends. In many political and policy
discnssions, eitherthe breakdown of the two-parent family ar high school dropout rates or
the lack of fulltime employment iy cited as the mujor cause of increases in young child
poverty. This analysis suggests {hat all three factors combine 1o influence rates of states’
growth in the YCPR and that policymakers would do well to monitor each of them closely.

Matlonal Centur for Childicn in Poveily Youny Child Povurty In tho Statas 7
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Because this study found that more than half of the national increase in the average
number of young children in poverly occurred in California, New York, and Texas, NCCP
examined the impact of immigration on the increase in young child poverty in those states.
Indéed, each of these states has a large and growing immigrant population. In prelimi-
nary analyses, NCCP finds that immigration trends constitute an important, though nol
exclusive factor in the growth of family poverty in California, New York, and Texas. NCCP
is now cmbarking on further research to refine our understanding of immigration’s place
in the larger picture of the many elements that influence the economic well-being of
children and families in the states.

The effects of additiona) factors on state YCPRs—espucially economic and policy fac-
tors—remain 10 be explored. In collaboration with other researchers, NCCP plans o
intensively examine these faclors over the next year. These may include, for example,
variables that describe a state's husiness climate, which surcly has substantial effects on
individual low-income [amilies' economic well-being. A potential state policy variable
would be the extent to which a state’s child care policies help low-income parents gain
access to affordable child carc and enter the work force. NCCP will also use an alterna-
tive measurc of poverty 1o determine the impact of state tax policies, particularly state
earned income tax credits, which are currently available in only ten states.'®

s NCCP has sought in this research brief to describe current variation in youny child

poverty rates across the 50 states, as well as in the trends that have taken place
over the period 1979--1996. This study has been motivaled in part by the shift of respon-
sibility for the well-being: of low-income familics from the federal to state governments.

The dramatic state variation in both the levels of the YCPR and their rates of growth over

time underscores the wisdom of focusing on poverty at the state leve). The analyses

described here, however, highlight the technical difficulty in detecting annual changes of

as littlc as § percent in the YCPR, given current data sources. Only 1en stales experi-

enzed statistically significant changes in their YCPRs, in this analysis, as measured by
" the differences in two five-year averages separated by more than a decade.

The federal government has mundated a focus upon the difference in child poverty rates
obtained by comparing consecntive years of data. The U.S. Burcau of the Census is cur-
rently engaged in work aimed towards decreasing the uncertainty surrounding poverty
estimates by developing new methodologies and supplementing existing data from the
Current Population Survey with now data from other sources. It will be difficult to fully
judge the impact of welfare reform on children and families until such time as rigorous
and scnsitive means to detect annual changes in state poverty rates are devised.

The simple analyses presented in 1his research hricf do not by any means yield a compre-
hensive knowledge of state variation in young child poverty. Yet it is NCCP's hope that
this publication will focus greater attention on young child poverly within individual states
and also help to encourage a “race to the top” among the states (o find the most targeted
and effective strategies to prevent young child poverty.

Nutional Canter for Chlldren n Poverly
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he poverty rates in this publication were obtained from survey data collected from
Teach state by the U.S. Burcau of the Census. In some inslances, the statc samples
upon which the estimates are based are as small as a few himdred individuals, It is
important to recognize the degrec 1o which poverty estimates can fluctuate merely because
of small sample sizes. A random sample of 300 people might yield one poverty rate;
however, another sample of 300 might result in a rather different rate. The 90 percent
confidence intervals shown in the tables detailing the poverty, extreme poverty, and near
poverty rates of states reflect this variability. There is a 90 percent probability that the
actual poverty rate falls within the upper and lower estimates indicated for each of the
slates. The precise poverly rates are unknown because the Census RBurcau does notl
interview everyone but instead relies on samples that include only a fraction of the
population,

The national young child poverty rate (YCPR) for 1992-1996 was 24.7 percent, with 2 90
percent confidence interval of 23.9 to 25.4 percent. There are two reasons that a state
would fall in the middle group of states, that is, with a rate that appears to be similar 1o
the national rate; (1) The estimated rate for the state is very close 10 the national rate—
North Carolina is an appropriate cxample of this, since its estimated rate is 24.6 percent;
or (2) the estimated rate is quite low or high, but small sample sizes prevent concluding
with cerlainty that the state rate truly differs from the national rate. Wyoming, which
appears to have a relatively low YCPR, 19.4 percent, is a suitable example of this. Once.
again, there is fair uncertainty ahout pinpointing that rate due to the small sample size on
which that estimated ratc was based. In Wyoming's case (and that of other states with
small populations), there is a wide confidence interval (in this case, between 12.7 and
26.0 percent). Because the national YCPR of 24.7 percent falls within the possible range
for the YCPR of Wyoming, NCCP cannot say that Wyoming has a significantly lower
YCPR than the nation as a whole. This is true for the large group of states shown in the
middle of Appendix Tables 1 through 3 and Maps 1 through 3. Technically speaking, the
uncertainty of the paverty estimates of the states comprising the middle group does not
permit one to infer whether true differences exist between their rates and the national
rate. None of thew, then, has a YCPR that is statistically distinguishable from the na-
tional rate. The shorthand description of this concept that is invoked in the text, maps,
and tables is simply that these rates are “similar” Lo the national rate.

On the other hand, the confidence intervals of the District of Columbia and the seven
states at the bottom of Appendix Table 1 lie entirely above the national rate of 24.7
percent. Consequently, the District of Columbia and these seven states-—California, Loni-
siana, Mississippi, New Mexico, New York, Texas, and West Virginia—have YCPRs that
are significantly higher (in a stafistical sense) than the national rate. In contrast, 15
states have YCPRs that arc siymificantly lower than the national rate.

Last, it may be confusing o note that Hawaii, for example, appears to have a lower YCPR
than, let's say, Pennsylvania, and yet Pennsylvania falls in the lowest catcgory while
Hawaii falls in the middle catcgory. This is due to the fact that the larger sample size for
Pennsylvania results in a much narrower confidence interval than the small sample sizc:
does for Hawaii, Thus, while the interval for Pennsylvania (15.2 percent 1o 21.5 percent)
falls safely below the confidence interval associated with the national rate—23.9 percent
to 25.4 percent—the interval [or Ilawaii doss not.
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n order to ascertain the extent to which three factors—single motherhood, matcrnal
I education, and parental employment—explain changes in individual state poverty rates,
{wo regression analyses were conducted for cach state. The dependent variable in both
regressions wags whether a young child is in poverty.!! The firsl regression simply in-
cluded one independent variable, namely a dummy reflecting the time period 1992-1996.
(The omitted variable, reflected in the constant term, referred o the time period 1979--
1983.) Thus, the coefficient of the time dummy js identical to the change in the YCI'R,
positive or negalive, that took place hetween 1979-1983 and 1992-1996.

The second regression added the three contro] variables to the model. The extent to
which the coefficient of the time dummy moved toward zero is the amount of the change
that can be attributed to the effects of the three control variables, If the coefficient moves
to zero or switches signs, then it can be said that the three variables account for 100
percent of the change observed in the YCPR. In the latter instance, the poverly ratc
actually would have increased, for cxample, rather than decreased had it not been for the
trends in the state's three factors. I {he coefficlent moves further away from zero, then it
can be said that the factors account for none of the chauge in the YCPR, because the
YCPR actually would have increased (or decreased) {urther had the observed trends n
the three contro] variables not taken place.

1. U.S. Departmont of Hoalth and Iuman Servicas, Administration for Children and Familics. (1996). Characteris:
ties and financial circumstonces of AFDC recipients: F¥ 1003. Washingrton, DC: U.S. Dupartment of Health and Human
Sorvicut,

2. See Colling, A, & Aber, J. L. (1997). IHow welfare veform can help ar hurt children (Children and Wellare Ruform
1ssue Brief 1). New York, NY: National Center far Childran in Poverty, Columbia School of Public llcalth.

3. On May 2¢th the U.S. Deparinient of Health and Human Services (DITHS) iskued a *Program Instraction” to all
state ageucics adninistering the Temporury Assistance for Neady Families (TANF) program, inforning them that the
states nced nol submit Meir astimatas of thelr child poverty rates for the time baing. Rather, DHHS will send the
statos child paverty eatimates as soan as the U. §, Bureau of the Cenxua develops them. The partieular methodology
by which child poverty rates should I catimnled and how the requirement for a corrective action plan will be oarried
oul will bis contained in & Notice of Proposed Rulemeldng, which is scheduled to bo published in summer 1008,

4. State-spacific estimates of yonng child poverly rales do notyet take iito account differences in the cost of living
by stale. Thin data is slinply nol available and the differences are substantial. The fedoral governmont, for exampla,
has determined that in 1996 the fair markot ront including wiiliting for a two-badroom apartment in Birminghan,
Alabama was $447, whilo it was $8)7 in Now York City. NCCP will address this iseue in a subsequent work,

5. Duncan, 0. ]. & Brooks-Guun, J. (Kds.). Consequences of growing wp poor, New York, NY: Russell Sago Foundation,

6. 1t is not possibla at this timc to study the impacl of federal wellare reform, in the form of the Temporary
Asslstanca for Needy Familics (TANF) program, on young ¢hidd poverly becanse the sefonn was implemented only
in 1ate 1996. For a bric{ discussion of the possible Impact of state-lnitiated weltare changes on the YCPR, sco p. 12
of: L3, J. & Bonnelt, N. (1998). Young children in poverty: A statistical update, March 1298 Edition, Now York, NY:
National Cunier for Children in Poverty, Golumbia Sohool of Public Health. Data for 1997 will bie avallahle fall 1008,

7. All poverty estimateg are bascd on data {rom the March Cutrent Population Surveys (CPS), conducted annually
by the 1.8, Bureau of the Ceusus, The CPS is a nationally represcntative survey of approximatoly 50,000 house:
hulds. For an in-depth discussion of the interpretation of confidonue imtorvals, san Appondix 1.

8. Statistical significance is measured at the .10 lovel, Thus, for vach of these {un stalas thore is a 90 percent
probability that the actnal chango in {he YCPR is diffarent from zero. The precise changos in poverty rates are
unknown tiocanss ths Cansus Burean does not interview everyone in a given niatc {or a particular time petiod, but
instead relies on samples that include unly a fraction of the population.

9, Sea, for example, Li & Bennett in enduote 6 and National Center for Children in Paverty. (1996). One in four:
America’s youngest poor New York, NY: National Center for Children in Poverly, Columbia School of Public Health.

10, The ten states that supplomont tha fadoral EITC program with their own are lowa, Kansas, Maryland, Magsa-
chusetts, Minnssota, New York, Oregon, Rhode Tsland, Vermont, and Wisconsin.

11. Typically, one daak not apply ordinary least quares ragreesion analysiz when the dependent variable iy di-

cliotomons. Here it is dane for canc of cxplication. Logistic regrension unalyscs vicld lindings thal are consistent
with thoso that are described,
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Early Childhood Poverty Research Briefs

hig research brief series has heen establigshed to

present timely research findings on the nature,
scope, and impact of young child poverty in the United
States, primarily based on analyses by researchers at
or affiliated with the National Center far Children in
Poverty (NCCP). Thig scries will cxplore the causes
and consequences of young child poverty as well as
identify and critically examine promising stralcgies
{0 reduce the incidence of young child poverty. As with
much of NCCP's work, there will be a strong state and
local focus on young child poverty and related issucs.

The first brjef in this series descriles the considerable

variation among the slates' young child poverty rates
(YCPRs) and suggests that changes in three demo-
graphic factors—family structure, maternal education,
and parental employment—account for almost one-
third of the changes in state young child poverty rates
over the last two decades. It concludes that more than

Early Childhood Poverty Research Brief 1

hall of the increase in poor youny childr’cn can be at-
tributed to the nation's three most populous states--—
California, New York, and Texas. Five additional states
experienced nolable increases in their YCPRs, while
two slates saw their YCPRs fall dramatically. The find-
ing= of this research brief are important in light of the
states' obligation to monitor their child poverty rates
under provisions of the Pcrsanal Responsibility and
Work Opportunity Reconciliation Act of 1996 and to
submit corrective action plans if the rates have in-
creased by more than 5 percent from the previous year
duc to the effects of welfare reform,

Primary support for this research briel was provided
by generous funding from the Charles Stewart Mott
Foundation. Additional suppart was provided by the
Camegie Cotporation of New York and the Ford Foun-
dation, NCCP iakes responsibility for the facts and
opinions presented in the rescarch brief,
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This publication updates the National Cen-
ter for Chitdren in Poverty's (NCCP) 1996
volume, One in Four: America’s Youngest
Poor, and continues a series of reports and
statistical updates about young child pov-
erty in the United States. It incorporates
information from the 1997 March Supple-
ment to the Census Bureau's Current
Population Survey (CPS), which provides
poverty estimates for 1996." The high-
lights of this update include:

* anew profile of the extremely poor, poor,
and near poor population of young
children in the United States using the
federdl government's official poverty
measure;

* the use of an alternative measure of
young child poverty that provides new
insights into the impact of programs and
policies on the economic well-being of
young children; and

* a brief examination of why the young
child poverty rate (YCPR) has decreased
since 1993.

Both the official and alternative measures
indicate that despite the recent decline in
the young child poverty rate, the U.S. YCPR
ranks among the worst of the Western
industrialized nations. However, the alter-
native measure reveals that policy can make
a significant difference. In particular, the ex-
pansion of the Earned Income Tax Credit
has served to reduce young child poverty
substantially over the past few years.

“ The ofticial federal poverty line (PL) adjusts for annual cost-ol-living
increases and family size In 1996. the poverty linc was $10.233 for
a tamily of two. $12.516 tor a family of three, and $16,036 for a
family of four. Unless otherwise noled, family income used lor the
caiculation of poverty statistics 1s pre-tax income. It excludes non-
cash public assistance and the Earned Income Tax Credit (EITC)

UOUNG CUILDREN

~IN PovERTY

Poor Children Under Age Six: How Many Are
There, Who Are They, and Where Do They Live?

The poverty rate for young children and the number of poor young
children have declined yet remain high.

The early 1990s marked a staggering increase in the number of poor chil-
dren under age six. The number of poor young children reached six million
for the first time in 1992, and rose to almost 6.4 million in 1993 The number
of poor children under age six declined by almost 14 percent over the past
three years, to 5.5 million in 1996—a figure that is still higher than that in
any year between 1975 and 1990.(See Figure 1.) At the same time, the young
child poverty rate (YCPR)—defined as the percentage of young children who
live in families with a combined income below the federal poverty line*—
decreased from 26 percent to 23 percent. (See Figure 2.)

Figure 1: Number of poor children under age six, 1975-1996
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Over the past two decades,
the young child poverty rate
has increased dramatically.
It is considerably higher than
the poverty rates of all other
age groups.

Over 10 million young children
live in low-income families.

The YCPR began to rise in 1979 and reached 25 percent in 1983. After a
slight decline during the 1980s, the YCPR peaked again at 26 percent in
1993. Although the poverty rate for young children has declined since 1993,
it remains the: highést among all age groups. In 1996, the official poverty rate
for children under age six was 23 percent, more than twice as high as those
for adults 18 10 64 years of age and for the clderly (both at about 11 percent).
(Sce Figure 2))

Figure 2: Poverty rates by age, 1975-1996
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By 1996, 43 percent of all children under age six were living in poverty or
near poverty (i.e., in families with incomes below 185 percent of the pov-
erty line*). In addition to the 5.5 million young children who lived in poverty
that year, air additional 4.8 million young children lived in near poverty, with
a combined family income between 100 percent and 185 percent of the
federal poverty line. (See Figure 3.) The total number of young children liv-
ing in low-income families continued to surpass the 10 million level first
reached in 1992,

Figure 3: Percentage distribution and number of children under age six

by poverty status, 1996

Total number of young children: 23.7 million Extremely poor

Total number of low-income young children: 10.3 million (SO%_P,L) 10.8%
2.6 million

Quite poor
(50-100% PL) 12.4%
2.9 million

Notin Iow—income‘tamilies
(above 185% PL) 56.6%

13.4 million Near poor

(100-185% PL) 20.2%
4.8 million

* Children in tamibies with incomes between 100 and 185 percent o the federal poverty e (PL) are designated near poor because they are
served by a number of government assistance programs for low-income people —such as Medicaid, the School Lunch and School Breakfast
programs, and the Special Supplemental Nutrition Progeim for Women. Infants, and Children (WIC)—that use 185 percent of the povesty
line as the upper limit o determine eligibility
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Nearly half of all poor young
children live in extreme poverty.

In 1996, whites were the largest
racial or ethnic group of young
children in poverty.

Black and Hispanic young
children are much more likely
to be poor than are white young
children and the young child
poverty rate has increased the
fastest among Hispanics.

In 1996, more than one in 10 young children—11 percent—were extremely
poor, living in familics with a combined family income below 50 percent of
the federal poverty line. Of the 5.5 million poor voung ({‘hildrcn,;llm()st half
(17 pereent) lived in extreme poverty (See Figure 3.)

Of the 5.5 million poor children under age six in 1996, 1.9 million (34 per-
cent) were non-Hispanic white, while 3.6 million were from minority
groups— 1.6 million non-Hispanic bluck (29 percent), 1.7 million Hispanic
(31 pereent), and 0.3 million (5 percent) mcmbcrs;)l’ other racial or ethnic
groups. (Sce Figure 4.)

Figure 4: Number and percentage distribution of poor chifdren under age six
by race/ethnicity, 1996

Poor children under age six: 5.5 million

Other
5.4% (0.3 mitlion)
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34.3% (1.9 million)

Non-Hispanic black
29.0% (1.6 mitlion)
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Poverty rates vary greatly for different racial or ethnic groups. In 1996, the
poverty rate for non-Hispanic black children under age six was 44 percent;
for young Hispanic children it was virtually the same, at 42 percent. The
poverty rate for young non-Hispanic white children was 13 percent in 1996.
(See Figure 5.) Between the late 1970s (1975-1979) and the early- to mid-
1990s (1992-1996), the YCPR increased most rapidly—by 54 percent—among
Hispanics.This compares to a 30 percent increase in the YCPR among whites
and a 15 percent increase among blacks.

Figure 5: Poverty rates of children under age six by race/ethnicity, 1996

Rate (%)
45

40

35

30

Non-Hispanic white Non-Hispanic black Hispanic Other

Young Children in Poverty 3




The majority of young children
living with unmarried mothers
are poor.

About one-third of all poor
young children live with
married parents.

Poverty rates for young children
are highest in urban areas but
most poor young children live

in suburban or rural areas.

In 1996, children under age six living with unmarried mothers were about
five times as likely to be poor (35 percent)y as were those living with married
pagents (11 pereent). The poverty rate of children born to teenage mothers
wits 47 pereent in 1996 In contrast. the poverty rate of children born to
adult mothers was less than half that rate (21 percent). (See Table 1)

In 1996, more than half of all poor children under age six were living only
with their mothers (56 percent, 3.1 million). About one-third of poor chil-
dren lived with married parents (34 percent, 1.9 million). (See Table 1))

Table 1: Number and percentage of poor children, and poverty rates-of children under age six
by age of mother at birth and by family structure, 1996

Family structure and Paor children under age six Paverty rate
maternal age at birth T o

Number % %
Children born to teenage mothers 888,745 16.2 471
Children born to adult mothers 4,602,943 838 211
Living with two parents 1.887.779 344 115
Living with father only 340,534 6.2 316
Living with mother onty 3,082,262 56.1 548
Living with neither parent 181,113 3.3 331

In 1996, the poverty rate among children under age six living in urban areas
was 32 percent,compared to 16 percent in suburban and 27 percent in rural
areas. Of the 5.5 million young children in poverty, 42 percent lived in urban
areas (2.3 million), 36 percent in suburban areas (2.0 million), and 22 per-
cent in rural areas (1.2 million). (See Figure 6.)

Figure 6: Percentage distribution and number of poor children under age six
by type of residential area, 1996

Poor children under age six: 5.5 million

Rural
22.3% (1.2 million})
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Suburban
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Young children living in mother-
only families are particularly
vulnerable to the risk of poverty.

Young children with well-
educated parents are much

less likely to be poor, but high
schoaol graduation is not enough
to insure against poverty.

Poor Children Under Age Six:
Why Are They Poor?

Several factors help to explain why 5.5 million young children were poor
in 1996. Each variable, taken alone, raises the risk of heing poor. The
cumulative effects of these tactors are economically devastating. Some
of the main elements are:

¢ Single parenthood -
¢ Low educational attainment

¢ Part-time or no employment

e Low wages

Seventeen pereent of children under age six living with unmarried mothers
who were employed full time were poor in 1996. In comparison, 59 percent
of young, children living with unmarried mothers who were emploved part
time were poor. The poverty rates of children under age six living with un-
cmployed parents varied little between those in married two-parent families
(82 percent) and those with unmarried mothers (81 percent). The high rates
of poverty among children in single-mother families—even in those in which
the mother is employed full time—stem primarily from the lack of a4 second
source of income, (see Table 2) but also from reduced wages, which are asso-
ciated with lower educational attainment. (See Table 3)

In contrast, the poverty rate for children under age six in married two-parent
tamilies was quite low—only 6 percent—when at least one parent was em-
ployed full time. The poverty rate rose to 41 percent among those children
under age six living in married two-parent families when at least one parent
was employed part time but neither was employed full time. (See Table 2.)

Table 2: Percentage distributicn, number, and poverty rates of all children under age six
by tamily structure and parental employment status, 1996

Family structure and

All children under age six
parenial employment status

Poverty rate

Percentage Number %
distribution (in millions)
Married two-parent families 100.0 16.5 1.5
At least one parent employed full time 870 143 6.4
At least one parent employed part time 115 19 40.7
(neither employed full time)
Neither employed 15 03 82.0
Mother-only families 100.0 5.6 54.8
Employed full time 270 15 16.8
Employed part time . 385 22 58.5
Not employed o 346 1.9 80.5

The poverty rate among children under age six whose more educated par-
ent had more than a high school education was 10 percent, compared with
30 percent among those whose more educated parent graduated from high
school and had no further education. The poverty rate was substantially
higher—62 percent—among young children who had no parent(s) with a
high school diploma.These statistics indicate that high school graduation
alone doces not insure an adequate family income. (See Figure 7.)
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More educated parents are
more likely to be employed
full time and to earn enough
to avoid poverty.

Figure 7: Poverty rates of children under age six by educational leve
of the more educated parent, 1996 '
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Individuals with higher levels of education generally have more job opportu-
nities, higher wages, and greater job security than those with lower levels of
cducation. In 1996, among children under age six whose more educated
parent had more than a high school education, 84 percent lived in families in
which at least one parent held a full-time job.The poverty rate for this group
was less than 4 percent. Among children under age six whose more edu-
cated parent was a high school graduate and had no further education, 63
percent lived in families in which at least one parent held a full-time job.
The poverty rate for this group was 10 percent. (See Table 3.)

Among children under age six whose parents did not finish high school, only
37 percent lived in families where at least one parent was employed full
time. The poverty rate for this group was 38 percent. (See Table 3.)

Table 3: Percentage distribution, number, and poverty rates of all children under age six
by parental educational level and employment status, 1996

Educational level of more educated parent All children under age six Poverty rate
and employment status Percentage Number %
distribution (in millions)
Less than high school 100.0 34 61.9
At least one parent employed full time 37.0 1.3 384
At least one parent employed part time 28.8 1.0 63.8
(neither employed full time)
Neither employed 341 12 85.9
High school graduate and no further education 100.0 6.4 29.6
At least one parent employed full time. 63.2 4.1 10.0
At feast one parent employed part time 26.3 1.7 " 569
(neither employed full time)
Neither employed 105 0.7 79.0
More than high school 100.0 13.3 9.8
At least one parent employed full time 83.8 11.2 3.5
At least one parent employed part time 12.7 1.7 351
(neither employed full time)
Neither employed 35 0.5 69.7
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Over three-fifths of poor young
children live in families in which
at least one parent is employed.

One parent’s full-time
employment is no guarantee
against poverty.

In 1990, 63 percent—an increase from 55 percent in 1993 —of poor young
children had at least one parent employed part time or full time. (See Figure
8. Forty percent of poor children u'{]dcr age six lived in families rcceivin'g
public issistance —down from 53 percent in 1993 Twenty percent of poor
young, children lived in families relying exclusively on public assistance —
down by over onc-third from the level (31 percent) in 1993,

Figure 8: Percentage of poor young children in families with at least one parent employed
part time or full time
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One in six young children (17 percent) living with unmarried mothers who
were employed full time were poor in 1996. Among children under age six
living in marricd two-parent families in which the father was employed full
time and the mother was not employed, the poverty rate in 1996 was 14
percent. For children in both kinds of families, the poverty rate has been
increasing steadily over the past two“decades. (See Figure 9.) -

Figure 9: Poverty rates of children under age six with single mother employed full time and
in two-parent families with father employed full time and mother unemployed, 1975-1996
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Using the alternative measure in
1996 cuts the extreme poverty
rate by over one-half, reduces
the poverty rate by one-fifth,
and significantly increases the
near poverty rate.

Judging the Impact of Programs and Policies:
The Power of Alternative Poverty Measures

In choosing @ particular poverty measure to gauge the economic well-being
of voung children in the Uinited States it s necessary to ask what kinds of
income should be counted in determining who should be considered poor.
The official poverty measure adopted by the federal government and used in
the first part of this Update takes account of a varicty of income sources such
as wages and salary, carnings from sclf-ecmployment, AFDC. General Assis-
tance, Social Security, interest, dividends, and disability, just to mention a few.

The official measure, however, is deficient in that, in many instances. it does
not reflect sources of income influenced by changes in policy and programs.
for example, food stamps and the Earned Income Tax Credit (EITC).

NCCP has conducted analyses using an alternative measure of poverty to
obtain a more complete picture of the cconomic impact of programs and
policies on low-income familics. This measure incorporates the same income
sources as the Census Burcau does, but in addition includes cash equivaients
of the following “near-cash™ benetits:”

* Food stamps

* Housing subsidics

« School lunch benefits

Further, NCCP:
« includes income derived from the Earned Income Tax Credit
« subtracts federal, state, and pavroll taxes from income

What do we learn about trends and distributions of young child poverty
from the alternative poverty measure?

As Figure 10 illustrates, the official and alternative poverty measures paint
somewhat different pictures. The underlying reason for these differences is
that at very low income levels—namely, below 50 percent of the poverty
threshold—near-cash benefits contribute significantly to overall income.
Also, taxes play a minimal role Thus, the alternative measure of poverty yields
significantly fewer extremely poor individuals than does the official mea-
sur¢—a 59 percent decrease in the rate, from 11 percent to 4 percent. In
contrast, for incomes in the near poverty range—that is, between 100 and
185 percent of the poverty threshold—benefits are relatively few and taxes
predominate.The net result is a substantially greater number among the near
poor population. The alternative near poverty rate,49 percent, is six percent-
age points higher than the corresponding official rate. When estimating pov-
erty rates, including benefits and taxes generally diminishes somewhat the
estimated number of poor individuals. For 1996, the alternative poverty rate
was 19 percent, compared with the official rate of 23 percent. However, it is
only in recent years that the two series of poverty rates have begun to signifi-
cantly diverge. (See Figure 10.)

* Thes alieenative mcasure does aat include the costs assocuted with cmplovaent, such as child care, lr.nn.qx-n;uiuu,clulhmg.clc..“'hidl.
unfortunately,are notavaitabic in the CPSTaking these Costs into account would serve o Ruse poverty estimates This altemative measure
alsa does not account for the significant regional varation in cost of living. The most complete measure of poverty that would address
these mnsues was recommended by the Pancl on Poverty and Family Assistance of the National Research Council in their volume, Measur
ing Porerty: A Newe Approach, (1999) edited by CoECitro and R T Michael, Washington, DC: Natioonsl Acadeny Proess
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The Earned Income Tax Credit
has become an increasingly
effective tool against poverty.

Figure 10: Extreme poverty, poverty, and near poverty rates for children under age six
by official and alternative measures, 1979-1996
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The divergence in recent vears between official and alternative poverty rates
coincides with the expansion of the EITC in 1993.The result of this expan-
sion is easily seen in Figure 11, which graphs the alternative measure, both
including and excluding the effects of the EITC.* In 1996, the YCPR using the
alternative young child poverty measure would have been 23 percent higher
in the absence of the EITC; in 1993 the increase would have been only 8
percent. NCCP's analysis shows that the EITC has especially benefited groups
that have historically had higher poverty rates, such as single-parent families,
blacks, and Hispanics. (See Figures 12 and 13.)

-~
Figure 11: A comparison of poverty rates for children under age six using alternative measures
of poverty with and without the EITC, 1979-1996
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af the EEFC I 190 the estimated participation cue was R o K6 percent (Scholz | K CE99-40) The Earaed Income Yas Credste Participition.
cotmplance, and antipoverty cliectiveness, National Tax forrnal 47(1), pp 63-K7). Acconding o Sschotzand the Center on Budget and
Policy Priortics, the partscipation rute is fikely to have incrcased since 1992010 1eaponse to public-awiareness campaigns Also. the amouwnt
ol the crechit Tas grown and cligability or the BITC has been expanded

The Consus Burcau anatuates the BITC inconie it imgputes o the previous year rdies than the year in whecly an EUVFC reciprent files
(Only about 1 percent of thase cligible foe the EITC receive a portion of theie ENTC income throagh theie emplovee m the san
carned.) bnanitlyzing the CPS one cannot properey apply CITC income o the year in which e was actually recenved becanse that would
fequine two consective years of mcome mfomation tar the same individoals —information thatis notavinlable o the Cps
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The alternative poverty
measure may lead to different
conclusions regarding the
relative poyerty of different
groups.

On the other hand, evidence
from alternative poverty
measures can huttress findings
implied by the official measure.

According to the official poverty measure, a greater percentage of young, chil-
dren are poor in mother-only families in which the mother is employed full
time than is the case in two-parent families in which the father is employed
full time and the mother is not employed. In contrast, however, the alternative
measure indicates that since 1993 the reverse is true. This is likely due to the
recent expansion of the EITC. (Se¢e Figure 12.)

Figure 12: Official and alternative poverty rates for children under age six
by family structure and parental employment status, 1979-1996
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Using the official poverty measure reveals that over the years non-Hispanic
black young children have had the highest poverty rates, followed by His-
panic young children, and then by non-Hispanic white young children.The
alternative estimates of young child poverty show the same pattern,although
at moderately different levels. (See Figure 13.)

Figure 13: Official and alternative poverty rates for children under age six by race, 1979-1996
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Understanding the Poverty Rate Decline
Between 1993 and 1996
1

The official p()vcrl)l/ rate for familics with young children decreased by al-
most three percentage points—from 23.5 to 20.9 percent from 1993 to 1996.*
Why did this decline occur? NCCP's analysis rules out some potential expla-
nations. Changes in family structure cannot explain the decline because there
was actually a continued trend towards more single-parent families which,
duce to their tendency to have lower incomes, worked against improvements
in the YCPR. The educational attainment levels of parents of young children
improved marginally between 1993 and 19906, but the impact of this progress
on the YCPR was insubstantial.

Parental Employment Patterns Two possible explanations exist for the decline in the official poverty rate

antd Young Child Poverty between 1993 and 1996:(1) a greater proportion of the population was em-
ployed, or (2) there were lower poverty rates among those who were em-
ployed. NCCP explored these two alternatives and found that the first expla-
nation was more powerful. From 1993 to 1996, the proportion of families
with young children that had no parent employed full time decreased by 14
percent, from 33 percent to 28 percent.

At the same time, the poverty rate decreased modestly for such families, from
59 percent to 57 percent and the poverty rate increased insignificantly for
families in which parents were employed full time. (See Table 4.) NCCP’s
decomposition analysis indicates that 85 percent of the overall decline in
the official poverty rate can be attributed to lmproved cmplovment rates
rather than lower poverty rates among those employed.

Table 4: Official and alternative poverty rates by employment status among families with
children under age six, 1993 and 1996

1993 1996
Parental Official  Alternative  Percentage Official  Alternative  Percentage
employment status poverty poverty of families poverty poverty of families
rate rate in category rate rate in category
(%) (%) (%) (%)
At least one parent
employed full time 6.3 6.5 67.5 6.7 4.6 719
No parent employed
full time 59.0 51.7 325 57.1 46.9 28.1
Total 235 212 100.0 209 16.5 100.0

Note: The poverty rates shown in this table differ somewhat from those appearing elsewhere in this Update because the unit of
analysis is families rather than children.

¢ These poverty rtes ditfee somewhat trom the YCPR used carlier in this Update. The Laver s based on the child as the unie of anaty sis, while
the tormer uses the tamily as the unicof analysis, As will be clear from the following discussion, NCCP ook the Bmily as the unitof analysis
because at one point NCCP compares tamilies without young cluddeen with those with young children

S This s bivarate analysis, which does not control tor other factors tat might be associated wath the rise in full nme cmploymient

e e Y0111 Children in Poverty 11



Welfare Reform and
Young Child Poverty

Alternative Measures and
the 1993-1996 Decline in the
Young Child Poverty Rate
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Between January 1993 and August 1990, 43 states received federal waivers
alowing them to implement significant changes in state welfare laws. NCCP
found no substantial evidence that these state-initiated welfare reforms con-
tributed to the decline in the voung child poverty rate that ()ccurrcdlduring
the 1993-1996 cconomic recovery. Gains in employment and lower poverty
rates were similar for both families without young children (only 3 percent
ol whom reccived public assistance in 1996) and familics with young chil-
dren (who were about four times as likely to receive such assistance). Conse-
quently, there is little evidence that welfare reform contributed significantly
to lowcer young child poverty rates. z

The same pattern holds true for 1983 to 1986—a similar period of substan-
tial cconomic recovery, yet one unaffected by substantial changes in state
welfare policies. The contribution of a boost in employment rates to the
three-point decrease in the official poverty rate is virtually identical to the
contribution inferred for the more recent three-year period. At this date, it
is still too carly to conduct a thorough analysis of the 1996 federal welfare
reform law’'s impact on the incidence of young, child poverty.

Viewed through the lens of the alternative poverty measure, NCCP found a
more substantial drop in poverty among families with young children, from
21.2 to 16.5 percent, than that obtained using the official measure. The use
of the alternative measure reveals significant reductions in poverty among
both families with full-time employed parents—a 30 percent drop from 6.5
percent to 4.6 percent—and among families without a full-time employed
parent—a 10 percent decline from 51.7 to 46.9 percent. (See Table 4.)

NCCP's decomposition analysis finds that 40 percent of the overall decline
in the alternative poverty rate between 1993 and 1996 can be attributed to
improvements in the fulltime employment rate. This is in clear-contrast to
the 85 percent figure derived in the analysis of data based on the official
poverty rate. NCCP's analyses of alternative measures including or excluding
the EITC indicate that the EITC is responsible for much of the decrease in
poverty among both families with full-time and part-time employed parents.

These analyses of the reductions between 1993 and 1996 in the official and
alternative poverty rates offer two different windows into the realities of
young child poverty.The use of the official rate suggests that the decline was
due primarily to changes in the employment structure; the use of the
alternative measure implies that government policies—particularly the EITC—
also played an important role. The alternative poverty measure adopted in
this Update is a first step towards the development and use of a poverty
measure that would be capable of better reflecting the changes in policies
and programs that affect the economic well-being of our nation’s families
and young children.
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