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Abstract

This paper o estigates the real iving standards and poverty status of Unuted States chuldren
310 the chiidrenin [T other navons. including Eurcpe. Scandinavia. Carada.
and Australia We Znd that Ammerican iow-income chiicren huve lower real spendable income than
do comparabie children in almost everyv other nation studied. In contrast. high income United States
children are far better off than are their counterparts in other nations. We also find persistently high
child poverty rates ir: the United States compared with other nations. Demographic factors and the
effectiveness of tax and transter policies in reducing child poverty are also explored. The paper

concludes with a discussicn of results and their policv implications.
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these most recent :ncreases :n child poverty have been endemic in the rest of the indus:rial
economues or whether they ar2 unique 1o the United States  Cross-national comparisons ot economic
well-being are uses:i for iezming how one nation is alike or different from other comparable
nations, because countries which face similar economic and demographic issues may use different
policy instruments to address these issues and may have very different outcomes. We have visited
this topic before (Smeeding and Torrev. 1988; Forster. 1994; Smeeding, 1992: Rainwater and
Smeeding. 199+4) anc found tha: the United States has much higher child poverty rates than do other
high-income countries In this paper we extend this work and more generally address the real living
standards of United States children in a comparative context from the 1970s to the 1990s.

This paper compares the economic well-being of children in the 1987s and 1990s in 18
countries. 14 in Eurcope (Ausita. Belgium. Denmark. Finland. France. Germany. Ireland. Italy.
Luxembourg. Netherlands. Norway, Sweden. Switzerland, and the United Kingdom) and four
elsewhere (Australia. Canada. Israel and the United States). The analysis is based on the
Luxembourg Income Study (LIS) database (Smeeding, Rainwater and O'Higgins, 1990: LIS Users
Guide, 1993).

The plan of the paper is straightforward. We begin by identifying the terms and concepts
that we use in the paper under the heading measurement issues. Iﬁ the third section we examine
cross-national differences in real living levels. Most people who want to know about child poverty

are interested in children’s “real incomes” (purchasing parity adjusted spendable income) as well




P

Aruitoxt provided by Eic:

. V-
Crhare a2t eIl A A ae Ao geqee-
as wnerr T2l JOTRRAE SRR Sk

2 A s . NEETLEE - I e B LT e T o T . - A
N2 TC Tatus And soowe consider the realstandard of uving of Amencan chudren

19071983 time span We alse investigate the role of demographic forces in explaining the
differences in povery (children in two-parent ard single-parent families). and the role of market
income and income ransfers in preventing child poverty  These analses offer the first glimpse of

child poverty in the :990s as seen from the perspective of the Luxembourg income Study database.

The final section summarizes cur results and their policy implications.

II. Measurement [ssues

Economic well-being ravars to the material resources available to households.! The concern
with these resources is not “»ith consumption per se but rather with the capabilities they give
household members to particirate in their societies (Sen, 1992). These capabilities ére inputs to
social activities and. participatic: in these activities produces a given level of well-being (Rainwater,
1990; Celeman and Rainwater, 1978)

All advanced industria. societies are highly stratified socially. Some individuals have more
resources than others. The opportunities for social participation are vitally affected by the resources
that the familv disposes particularly in nations 1 ..z the United States where there is heavy reliance
on the market to purpose such social goods as health care, education and child care services
(Rainwater, 1974). Money income is the central resource in these societies. But there are still other

important kinds of resources such as social capital (Coleman, 1988) and noncash benefits.

'We use the terms household and family interchangeably. Our formal unit of aggregation
is the household—all persons living together and sharing the same housing facilities—in almost all
nations. In Sweden and Canida the “household” refers to a more narrow definition of the “family”
unit.
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nauons which we will investigate  Unforunately we cannot take into account the majer in-kind
henefits which are available in most countmes—rtor example, health care. day care and preschool.
gereral subsidies to housing and the like To the extent that the level and distribution of these
resources is different in different countries our analvsis of monev income must be treated with some
caution. However. they would be unlikely to change the conclusions reached in this paper. In fact,
thev mayv even exacerbate them. (See Smeeding, et al, 1993 for an analysis that includes these
benefits )
Income and Needs

Families differ not oalv in terms of resources but also in terms of their needs. We take the
differing nesds because o7 household size and the head's stage in the life course into account by
adjusting income for Jamil. size using an equivalence scale The adjustment for household size is
designed to account or the dirferent requirements families of different sizes have for participating
in societv at a given level Different equivalence scales will yield different distributions of well-
being. Several studies in Euro.pe. the United States and Australia point to an equivalence scale which
implies rather dramatic economies of scale in the conversion of money incomes to social
participation among families with children (Buhmann, et al, 1988, Bradbury, 1989; Rainwater,
1990). Analysis of some of these surveys also suggests that there are important variations in need
as a function of the head of the household's age.

Drawing on these studies we have used an equivalence scale which defines need as the

product of the cube root of family size multiplied by a factor which sees need as increasing roughly

J
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That is. equivalent income i £/ is defined as an individual's family dispesable income (Y) divided
by the product of the cube r20t of the family’s size (S) and .99 compounded by the number of vears
ditference betwesn the head's age (A) and 45 The reader should keep in mind that ali money
income estimates in the pacer are based on adjusted or equivalent income calculated according to
the above formula.

Having defined equivalent income in this way we determine the median of all individuals
in each countrv. We then examine the distribution of incomes of households with children in
relation to the mediar: “or a® individuals. In this analysis we tabulate the percentage of children who
have given characteristics. not the percentage of families with children. In technical terms, our
calculations are weighted ¢~ the number of children in each family
Real Incomes

We begin the 2nalvsis with an examination of the real incomes of children. Here we define
children as persons under age 18. While we use a relative poverty line standard—30 percent of
median equivalent disposable income—to calculate poverty rates, we are also concerned with
absolute or real levels of crild well-being. In order to investigate this issue, we have converted the_
median incomes of all persons in each country to units of equal purchasing power in the same year
using information found in the Penn World table for that year (Summers and Heston, 1991). After
converting all incomes to real incomes we analyze our national differences by expressing national
amounts as a pe:cent of the United States median for all persons in the year of the survey. This
gives us the living standards for middle-income children—the 20 percent of children whose income

are around the median (10 percent of them below and 10 percent above). We also present results
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and median highincome chuid the median ofthe I percent wath the nighest incomen
Poverty Rates and Anti-Poverty Programs

Tuming to poverty rates, we examine resulis for three groups—a) all children. (b) children
in two parent fami.ies and (31 children in families headed by a solo mc-her or lone parent. This
group is defined as 2 familv headed by a single mother who is not currently living as marmed—there
may or mav not te other adults in the familyv—but who has children under 18 living in the
household. Qur poverty measure is relative: the percent of children living in households with
income below half of the naticnal median in line with a well-established theoretical perspective on
poverty (Sen. 1992, Townsend. 1979). Such a measure is now commonly calculated by the
European Commission (Hagenaars et al., 1594), by the OECD (Forster, 1993) and by other
international groups

The official United S:2:es government poverty estimates differ from ours because they are
tased on gross (pre-1ax Sut cosi-iransfer) moneyv income and on an absolute poverty measure
developed in the eariv 19¢0s. The United States poverty line at that time was about half of median
income, but fell to 40 percent of the median by the mid-1980s.” The method of counting income
(disposable income including tax benefits from the Earned Income Tax Credit (EITC) or near cash
benefits from food stamps) and poverty (relative to the national median) used in this paper are much
closer to the recent National Academy of Sciences recommendations for income and poverty

measurement (Citro and Michael, 1995) than is the current method used by the United States

government..

2The United States measures can be found in U.S. Bureau of the Census (1995). Previous
LIS-based research using a 40 percent of median cutoff and different equivalence scales, has resulted
in the same results that are shown in Section IV (see Smeeding, 1992; Forster, 1993).
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hased on their adiusiad mara st inoomes Markel incomes, Of pre-govemment Incomes, inciude ail

forms of earmings 'wages and salames and sei-empiovmert income) plus capital income.
occupaticnal pension terefits. and private transters such as child suppert  In short. market incomes

include evenvthing tu: governmeant transters and taxes. Second. we make the same estimate based

on their atter-tax ar.d transfer incomes (defined as post-government or disposable income). Such
a comparison tells the reader hew universal benefits. social insurance, and “welfare™ programs—the
social saferv net—heir prevent cnuld poverty. It alsc tells us how the tax system. including negative

taxes such as refuncable child ¢
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edits and the United States’ EITC. help raise the incomes of
some families relative 1o others
Database

The database used to cary out this analvsis is the Luxembourg Income Study (L1S) database
which now contains information on child poverty fer 23 nations in 65 databases covering the 1967
to 1993 period (LIS User Guide. 1993) Because of the recent addition of the 1990s data to LIS, and
the addition of several new nazions (e.g., Denmark, Finland) we are now able to analyze both the
level and trend in poverty and low incomes for a considerable period. Appendix Table 1 gives the
vears of data available from LIS. with the nations and years used in this study given in bold. As LIS

continues to add datasets an even more complete picture of the comparative well-being of United

States children will emerge. For now, these data will give us the first glimpse at child poverty in

the 1990s.
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Although e woulld ar moe that economic weli-remng (at least in developed countmes) is mes:

cruciady A funcuon »7the indiaidual’s relative posinion n the distnbution of income. real levels of
living are also impemant in companng mcome and well-being Interest in real income goes bevend
the situaton of pocr chiidren—in comparative studies one alse wants to know about the real
standard ot living or average and well-cff children as well.

Comparisons of reai gross domestic product and aggregate consumption often show that the
United States has the “highest standard of living” among major modern nations. Thus, the question
of whether this stat2 of afairs extends to measures of after-tax adjusted disposable income arises.
While £he nurchasing cower parizies (PPPs) used to make such adjustments are based on differences
in consumption patterns among nations, they are designed to be used with macroeconomic concepts:
aggregate output (GDP) and aggregate consumption as defined by national and international income
accountants. Cross-national ciTerences in types of “consumption” \\'k;jch are tax financed versus
household expenditura financed are not taken into account. Because countries differ in the way that
they finance such gocds as heai:h care and education, and because they differ in the extent to which
specific types of consumption are tax subsidized, e.g., owned versus rented housing, the PPPs used
here are less than ideal for adjusting disposable income for control over resources across countries.
Yet they are the best tool we have to make such comparisons. The “real incomes™” measures below
should therefore be seen as measures of net spendable income rather than measures of total
consumption for children, the largest difference between the two concepts being goods ard services
such as health care. day care, and education which are provided at diﬁ’erem prices in different
nations.

Figures 1, 2, and 3 address this issue (also see Table 1, columns 4, 5 and 6, on which Figures

1, 2 and 3, respectively, are based). We present here the results for the most recent LIS data point
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In fac:. American children who are in families in the upper 2C precent of the income
distribution do ver. weil indead (Figure 1) They have much higher standards of living as measured
bv real spendable income than do similarly situated children in all countries. with only Switzerland
and Canada being within 27 percent of the United States level. Scandinavia—e.g., Denmark,
Sweden—has high income children who live in families with three-quarters the income of the
average American child. The only nations whose “rich” children live in households with incomes
which are less than 20 percen: of trat found in the United States are Israeli a.nd Irish children. Given
that Israel and Ireland have. £+ far. the lowest overall real standards of living of the nations observed
here, this is to be expected.

Focusing on children in the middle 20 percent (Figure 2) we find that only in Denmark and
in Canada ars children as wzil o as are American children, although Swedish and Swiss children
are almost as well off. The average child in Belgium. Germany, Norway and Finland is only 90
percent as well off, and 80 percent or less as well off in countries like Austria, Italy, France. On the
other hand, in only three countries is the average child less than three-quarters as well-off as in the
United States—the United Kingdom at 72 percent, Israel at 52 percent and Ireland at 43 percent.

At the lower end of the distribution we find a very different and surprising picture. Both

national (U.S. Bureau of the Census, 1995) and international (see next section) evidence suggests

3For the statistically inclined, we examine the lowest, middle and highest quintiles of
children. We present the income of the average child in each group (that is the 10th, 50th and S0th
percentile point) for each country—adjusted in real dollars for the year of the national survey using
the Penn World tables—as a ratio to the comparable percentile point in the United States

distribution. See notes to Table 1 for a more complete explanation of how the comparisons were
made. -
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TABLE l. RATIO OF LOW, MIDDLE AND HIGH INCOME CHILDREN'S REAL i
INCOME TO UNTTED STATES MEDILAN INCOME IN 1991

Ratio o United Statee Median Ratio to Comparable United States Children !

Lowest 200 Middle 20 Hizhest 20 Lowest 20 ' Middle 20 Highest 20
Percent Percent Percent Percent . Percent ~ Percent !
Country (Yeary Y 12 13 b ! %) 4 (61

- - )
<

.
.
1
j+]
,
»
»
]
I
)
i
3
e
-
i
PH
.
}
$-
]
P

M
j 4
(a8
[
O
—
3
{2
$
(V4]
wl
(P9
a.
[ 3]
<
)
I
<
(o
(]
p)
o
I
H

Denmark .91 - 498 50T 1333 1578 1028

S
~1
(@]
-

Finiand (91% LR NS 1211 1382 89

§-
[e 8
-

g
1
B
c
(47
w
[
’
)
V)
J
|
%)
t
Vo)
Y]
P
O
3
g
¥
(¢}
73]
[

)
:3
| &1
=
2
[75)
£
1
$-
¢
7
[ 39)
-
o
s
o
&
o)
oo
O
[V 8
1
Vo)
1.2

! Ireland 7187 193 Ty T84 611 139 413
| ; an - " -~ “a s~ n :
| Israel (S6) 22 2] 963 21 323 510
i

|

I fraie (91 322 ~es

)
)
[Py
[ 3]
]
1
4
O
]
i
[ 3]
o
H
(o))

Luxemoours 8§ R 38 442 1305 AR 64

s

The Netheriands 9l 9

/1
—
1.2
ts
O
—
[
[P
w0
4]
L
1,2
(e}
L)
<

to

Norway (91 478 "9 126 4 151.7 899 66.9
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1.9

Untied Kingdem ¢ 86)

Note:  Table to be read as follows:

I Columns 1-3: Given that in Austraiia the median real income of all persons is 82.7 percent of the United States
median in 1991 and that the Australian child median is 93.0 percent of the overail Australian median and that
the 10th percentile point (the middle child in the lower 20 percent) for children’s income 15 43.2 percent of the

I median of all Australian children, the average low income Australian child has a real spendable equivalent
income equal to .827 * .930 * 432 of the United States overall median equivalent income—this amount is equal
to 33.2 percent.

l Columns 4-6 The ratio of low-income Australian children’s equivalent income to that of low-income United

States chuldren 1s equal to 33.2/31.5—tlus 1s 105 3 percent.
The Penn World tables used to make these conversions automatically adjust for national changes in consumer

I prices, thus making all comparisons in terms of United States dollars in the year of the survey in each nation.

Source: Luxembourg Income Study
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ant—with thar of comraradie 0w o children in other countnes in Figure 3 We
immediateiv see that in six counines low income children have real standards of living at least 30
percent higher that in the United States—Swiizerland. Sweden. Finland. Denmark. Belgium and
Norwav Ard in our other countties (Germany. Luxembourg. Netherlands, and Austria) low income
children are at least 30 percent petter off than in the United States. Only in Israel and Ireland—the
two nations with the lowest GDP per capita of those studied—do low income children have a lower
real standard of living than do children in the United States.

In other words. while the United States has a higher real level of income that most of our
comparison countries it is the high and middle income children who reap the benefits (and much
more the former than the latzeri. Low income American children suffer in both absolute and relative

terms. The average low income child in the other 17 countries is at least one-third better off than is

the average low-income Amenican child (see also Table 1)

IV. Evidence on Child Poverty: Level and Trend

We shift now to measures of relative income within each country to examine both the level
and trend in child poverty across the 18 developed nations for which we have data. In order to have
really solid evidence on patterns of change in these measures it would be desirable to have multiple
observations over several decades for a large number of nations. Unfortunately a database with data
for several countries over long periods of time does not yet exist. However, LIS has made efforts
to bring in earlier datasets from the later 1960s and 1970s, and also to pursue continual updating of
datasets to the later 1980s and early 1990s to provide a better data base for determining trends as

well as levels of poverty in advanced nations.
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298¢ orjater For 14 nauens. we
have obsenations for chnd povertv at two or more points in time (although in some cases the time
lapse is short) For eight of these countries we have observations at three points in ume. and four
or five peints for a 2w We must theretore interpret changes in a very tentative way We have
included the nations we have in taree groupings. A. United States; B: Western Europe and C: Other
Developed Nations.
Level of Poverty

Table 2 and Figure 4 summarize the most récent vear for which child peverty estimates are
available for each nazion. Child poverty rates throughout Western Europe are below 10 percent,
with the exception o 12.C percent in Ireland. also the poerest nation in real terms, of the Western
Euronean nations observed here  And in the other Western nations, most recent child poverty rates
range from 11 1 percen: in Israel to 14.0 percent in Australia. Clearly the United States rate of 21.5
percent stands out as the larges: percentage of children in poverty among the nations observed here

(Figure 1).°

“While we have not performed sensitivity tests for poverty rates at 40, 50, or 60 percent of
median or for different equivalence scales, previous LIS-based research has demonstrated the

robustness of our child poverty results for a wide range of poverty measures and equivalence scales
(Forster, 1994, Smeeding. 1992).

SLIS datasets not used in this comparison include those for Russia, a set of transition
countries of Central Europe (Czech Republic, Hungary, Slovak Republic), and the Republic of
China/Taiwan. All of these nations have child poverty rates below 15 percent of median income
when child poverty is measured in this same way.

~
[




FIGURE 4

CHIL? : . :RTY RATES IN 18 COUNTRIES*®

Unitad Srazes
Australiz
Canac:
Irelanc

Israz.
United Kingdo—
Ital~

Germany (Wes:
Francsz

I Netherlancs

Austriz SRR
.\.C‘f\\'a:' S
Luxembour:
Belgium
Switzerland
Denmark
S\‘.'eder_
Finland

¢ 5 10 15 20 25

% of Children

*Poverty is defined as perces: .7 o=:idren living in families with adjusted disposable incomes less than
. perce . S . ) P
50 percent of adjusted median inc. . for all persons. Income includes all transfers and tax benefits.
- dYear for each estimate is mos' . oot ear in Table 1.
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:1970s through the 18805 to the 1$9Cs (see Canada and Sweden in Table 2). But overall we have a
piciure of either siability or ceterioration in the childr2n's’ economic well-being  In the United
States. Israel. and the United Kingdom there is a clear trend toward a worsening situation for
children. though the most recent poverty rate for the United States suggests a leveling off of the
previous increases. The 1990s results for Israe! and the United Kingdom are not yet available. Over
an 18 vear period. from 1969 to 1986. the child poverty rate increased from 3.3 percent to 9.9
percent in the United Kingdem and in the United States from 13.1 percent to 22.9 percent, before
falling to 21.5 percent in 1991 In Israel. too, there was a deterioration during the first half of the
1980s. All of the Scandinavian countries have been able to have kept child poverty below five
percent, and many other Eurcpean nations keep it in the 5 to 6 percent range over the 1980s and into
the 1990s.°

It needs to be emphasizad that levels and trends in child poverty rates do not simply mirror
levels and changes in overall income inequality in these nations. While the United States has the
highest level of inequality among the nations observed here, Switzerland ranks third in overall
inequality but very low in terms of child poverty (Gottschalk and Smeeding, 1995, Figure 3). And
while patterns of increasing income inequality in the United States and in the United Kingdom are

correlated with their rising child poverty rates over the longer term, the timing of increases in each

nation are quite different. Inequality in the United States has continued to increase from the middle

$Note that in both Germany and the Netherlands the data sets used in earlier periods are
different from those used in later periods. Thus, the observed trend to higher poverty rates in these
nations may be attributed to different datasets, not to true increases in child poverty. Moreover, at
he worst, both of these nations have child poverty rates in the six percent range.
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TABLE 2.

LEVEL AND TREND IN CHILD POVERTY RATES:* 1967-1992

! i
Period 1 Period 2 Period 3 | Period 4 Period 3 I. Period 6 !
Nation Year of Suney <1971 1972.197% | 1975-1981 | 1982-1985 ° 1986-1988 | 1089
! '
Sied Staes DUREEREIN o 18 T N
’ h ’ - { H i
. — 1 ! H
2 "VestSuwrore ! } |
Ausima P37 ! | a5
) e - e 1 oS
Relmum A S ; i Iz | R
1 | ! | -
Finand ERTS ! ; | ] -3
Denrmark §=. 92 ' 33 33
i -~ Q o - =
| France G. 82 53 €.5
Cermany {(West 73,73, 83.84. 8% 40 32 1864 638
i
I Ireland 8" | 120
] .
|y 86, ! 108 9.5
l Luxembourg | 83 | 14
I The Netheriands i 83.87 aI° l ) 36 62
| Norwav -3, 83. 91 l 313 3.3 16
; ! : -
i Sweden j67. 7581872 33 1.9 39 KR 2
i
switzerland 32 v 33
‘ -
» Unied Kingdom 19.72.79. 88 ' 33 7.0 83 99
C. Other
Australia 82,86, 50 14.0 13.1 14.0
Canada 71.75,81,87.91 152 14.6 13.9 136 13.5
Israel 79, 86 8.2 111

*Poverty is defined as percentage of chuldren living in households with odjusted disposable minus less than 50 percent of
median adjusted disposable income for al! persons. Income includes all transfers and tax benefits.
¥The slash (/) for Germany indicates that the German Survey for 1973-1983 is different from that for 198+ and 1989,
hence one cannot derive overall trend estmates from 1973 through 1989 from these figures.
“The slash (/) for The Netherlands indicates that the survey for 1983 and 1987 differs from the 1991 survey, hence one
cannot derive trend estimates for 1983-1991 from these figures.
Source’ Luxembourg [ncome Study.
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At the very least these muliiple vear observations suggest that the finding from the various
LIS datasets ara not a—ifacts of particular vears of our samples. We find that the countries that have
low poverty rates in our lates: samples have low rates in the earlier periods as well. Those with
middling rates are in the middle earlier and the higher rate countries are higher in early periods.
Differences Between Two-Parent and Solo-Mother Families

A child's chances of being pcor in the United States differs dramatically depending on
whether he or she lives in a cne or two parent familv (Table 3). A child in a two-parent United
States familv has oniv about a 1 ; percent chance of being poor as compared to a 60 percent chance
if the child lives witx a lone parent who is a mother. In fact. in all countries studied. one's chance
of being poor in a one-parent mather family is much higher than in two parent families.

Because so £2w chiidrex in most countries live in solo mether families the difference across
countries in the percent of children lix'iﬁg in soio mother families has little to do with the difference
in total child poverty rates. Only in the cases of Australia, Canada, and the United States would total
poverty rates be noticeably lower if the proportion of solo mother families was the average for these
17 countries. In other counties with greater than 10 percent of children in solo mother families
(Denmark, Norway, Svzeden, United Kingdom), the poverty rates for single parent children are close
enough to couples rates to not make a great deal of difference in the overall poverty rate. And
demography is clearly not destiny; children in solo mother families in Denmark, Finland (7 percent

poverty rate) and Sweden (5 percent poverty rate) do better than children in two parent families in

many of the nations studied.
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TABLES3. POVERTY RATES FOR CHILDREN BY FAMILY TYPE®

Children in Children in Single
Two-Parent Parent Solo . Percent of Children in
Country «Yean All Children Family® ¢ Mother Family® . Solo Mother Families™
) : .
. i ;
Unoed Naes ' 23 : o i 393 | R
] ; . I . | R
A3 v - ! 1 a2 i 4
< | ‘

Selrum vl R ! 32 ' e0 3

Canada % 33 T2 | S0z 134
! o | - g ‘ - -
; Denmark 94 i 33 23 3 143
| . i -~z ' -2 <
i Finland (90 5 23 P9 3 93
! !
. France -84 ' 27 32 126 63
| Germany 55 : 2% o 5 2" 99
i
| [reiand 187 i 2 1a3 403 33

israel - 86" ; MO 10.3 273 S5i

Lalv: 91 : w7 l o3 139 44
| Luvembourg 83 : L | 36 100 5.8
| The Netherlands 9! -2 o } Y3 84
; 1
1 Norwav 95 ; 2 | 19 ! 184 154
i Sweden 92y ; z- 22 32 146

Switzerland (82) l 33 10 256 6.9

1
United Kingdom (86) ‘ 99 841 18.7 130

*Poverty is defined as :n Table 2

°Child poverty rates wn two-paren: famulies are for those children living in situations where there are only two
adults who are married. or are living together as marmied.

*Single parent/solo mother families are children living in those situations where one female adult resides in the
household. Other adults (e.g., older children) may also occupy the residence. .

YBecause some children live in other tvpes of situations, e.g., in multiple family unit households or in lone
father units, the weighted averages of children in solo mother and two-parent households do not add to the “all
children” total.
Source' Luxembourg Income Study database.
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Ve nmOre 2 group oF counimes wath very low rates for toth nvpes—3Sweden. Finland. Belgum.
Namma-l T i ae> - LAt s, ve Mg ket A . - - < A 5 > ioaQ
Denmark. and Luxemoours  Another Sroul has Shild poveny rates in soio mother families Denween

roughiv 29 and S0 D reent cur covers 3 wide range of rates in two pareat tamilies—Geri.any,
Switzerland. and Nomvav hawe quite low two parsnt rates  France has a mi(‘idling rate and Israel,
[:alv. and the United Kingdor higher rates for children in two-parent households.

The combira:ion cf diference in the poverty rates of children in two parent compare.d 10 solo
mother families and the smaller differences in the percentage of children who live in solo mother
families has an impcriant effect on the family type composition of the poor.” In five countries more
than half of poor children live in solo mother families—the United States, Australia. Germany,
Switzerland. and Norway with Canada coming close at around 40 percent. At the other extreme,
fewer than 13 percer: of poor children are in solo mother families in the Netherlands, Belgium, Italy,
and Israel. Children in solo mother families make up between 135 and 30 percent of the poor in
Luxembourg. Ireland. France. he United Kingdom, and Sweden Thus, the rate of feminization of
poverty varies dramaticaliv 22ross these countries based on both the poverty rate for children in
single parent units and on the percentage of children living in each type of unit.

In summary. 1 of everv 8 American children is a poor child living with a solo mother. Fewer
than 1 in 100 children are in the same situation in Sweden, the Netherlands, Luxembourg, Italy,
Finland, and Belgium. In the United States 1 ~ very 10 children is a poor child living in a two
parent family and this ratio is not too different in three other countries—Ireland, Israel, and Italy.

In contrast, the ratio is about ! in 50 in Finland, Germany, Norway, Sweden, and Switzerland.

"The figures on the demographic composition of poor children are not shown but are
available from the authors.
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The Role of Market Income and Income Transfers

H

Whnat are the roes oo
noversyy To what evzent wruld children Se poorin the absence of wransters” Figures 3 through ™
niot the pre-government (mmarkel) income poverty rates of chiidren (that 1s. poventy r_ates.based on
income from earnings and assets and betore taxes and transters—including private transfers) against
child poverty rates basad or cost-government (after tax and transfer or disposable) income. Figure 7
shows the figures for ail children. but because the levels of poverty are so different for children
living with two parents versus those living with a solo mother, the two patterns are shown separately
in figures 5 and 68 Because the all children figure disguises the separate impacts of one and twe
parent parents on chiid poverzy. we turn to them first.

Two-Parent Units For children in two parent families we find a wide range in pre-
government income poveriv rates which can be summarized as follows: below 5 percent:
Germany, Norway, Switzeriand. between 5 percent and 10 percent: Finland. Luxembourg, the
Netherlands: between 10 tercen: and 20 percent: Australia, Belgium, Canada, Denmark. [taly,
Sweden. United States. and over 290 percent: France. Ireland, Israel. and the United Kingdom.

There is similarly a wide range in the degree to which market income poverty rates are
reduced by transfers. The lines in the figure radiating from the origin indicate the extent of poverty
reduction—(none, for no recuction) 25 percent, 30 percent, and 70 percent. In three countries
transfers reduce the poverty of children in two-parent families by 10 percent to 33
percent—Australia, Italy, and the US. In nine countries, the reduction ranges from a little below half
to not quite two-thirds. Finally, in five countries the reductions are three-quarter or more —Finland,

Belgium, France, Sweden, and Denmark.

$The pre- and post-government poverty rates on which Figures 5, 6, and 7 are based are
shown in Appendix Table A-2.




FIGURE 3

PRE- AND POST-GOVERNMENT POVERTY RATES:
CHILDREN IN TWO-PARENT FAMILIES

-
30
.
//
. s
2 D a i
/ .
// : i
None
ST v
v
2 O / 7

P
-

Post Government Poverty Rate
O

1
!
!
|
]

0 5 10 15 20 25 30
Pre-Government Poverty Rate

Notes: See Appendix Table A-2 for numerical coofdinates of each country point.

* = percentage reduction from pre-government poverty to post-government poverty.
Source: Luxembourg Income Study.
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reduced 1o beicw I percen. Forthe rest of the countnes shere is an even greater deal of movement.
Belgium has a higher marke! :ncome poverty rate than the other countries in group C. but it transters
oroduce a very low disposatie income rate of less than § percent. The shift for Canada is not as
dramatic, but still considerabie compared to the United States or Iraly or Austrahia.

There are aiso ditferences in the disposable income poverty rates among the countries with
the highest market rates (above 20 percent). French children in two-parent families improve their

situation a great deal through transfers. and children in the United Kingdom and Ireland improve

mcre than those in Israe!

Solo-Parent Units Next. Figure 6 shows that the antipoverty affect of transfers for

children in solo mother families is quite different from that of two-parent families. The pre-
government poverty rates in 2. countries are very high. Only four have rates below 50 percent and
rwo have rates close to 80 percant. Market income poverty rates for children in one-parent families
are as follows: between 33 percent and 43 percent: Switzerland, Italy, Finland. Germany; between
35 percent and 62 percent: Luxembourg, Belgium, France, Denmark, Sweden, Norway, Germany,
Israel; between 68 percent and 73 percent: Canada, United States, Australia; Ireland; and between
70 percent and 80 percent: Netherlands, United Kingdom.

The antipoverty effect of transfers varies more widely across the countries in this case than
for children in two-parent units. While only three counties had reductions in two-parent poverty of
75 percent or more, we find that much reduction for solo mothers’ children in six countries.

However, there are also more countries with rates of poverty reduction around 25 percent or less for

mother-only than for two-parent families.
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FIGURE 6

PRE- AND POST-GOVERNMENT POVERTY RATES:
CHILDREN IN SOLO MOTHER FAMILIES

S0

4

D
O

[}
()

Post Government Poverty Rate
3

80

Pre-Government Poverty Rate

Notes: See Appendix Table A-2 for numerical coofdinates of each country point.

* = percentage reduction from pre-government poverty to post-government pover' -
Source: Luxembourg Income Study.
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Finland, Denmark. Beigium. Loxembourg and Sweden. We find greater diversity in market rates
Jor the six countries with disposable income rates ranging from 14 percent (Italy) to 27 percent
(Israel). Switzerland and Italv are among the nations with the lowest market based rates. Norway.
France, and Israel are in the middle. and the United Kingdom has a high pre-government income
based poverty rate for children in solo mother families. Disposable income poverty for children in
mother-only families tends to e highest in those countries where the antipoverty reduction is only
around 23 percent. The correiation between market income based poverty and disposable income
based poverty amorg children in solo mother families is only 0.40, much less than the 0.75 rate for
children living with vwvo parents

All Children  The icture for all children combines the two groups, along with children
living in other circumstances :e g.. multi-family households and single-parer: units headed by a
man). We immedia:elv see that the range of pre-government poverty rates is much less for all
children than for the two separate groups. Other than Switzerland and Germany, all nations have
pre-government c_hild poverty rates that range from 12 percent to 30 percent, indicating that broadly
similar child povertv problems face most advanced national governments. What differs is national
governments’ abilities to address these problems. The rate of poverty reduction is only about 25
percent in the United States, Australia, Italy, Germany, and Switzerland. It is 75 percent or greater
in France, Belgium, Denmark, Sweden, and Finland. Some nations with high child poverty rates
based on market income are able to use taxes and transfers quite effectively to reduce child poverty.
These include France, Ireland, and the United Kingdom. Australia, Canada, and Israel have middle-

range child poverty rates in terms of market income and reasonable rates of decline from tax and
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FIGURE 7

PRE- AND POST-GOVERNMENT POVERTY RATES:
ALL CHILDREN
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Notes: See Appendix Table A-2 for numerical coofdinates of each country point.
* = percentage reduction from pre-government poverty to post-government poverty.
Source: Luxembourg Income Study.
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Overall Spending Patterns

These findings correlate well with overall cash social expenditures on the nonaged as a
rercent of GDP in 1583 (or 199(}91) as shown in Figure 8 Low transfer societies (Australia, Italy,
United States) procduce lesser reductions in child poverty in anv given vear than do high transfer
societies (Scandinavia. Northemn Europe). Nations that have managed to produce a downward trend
in child poverty are either those that spend a lot (e.g.. Sweden) or those whose spending has
increased through the 1980s (e g., Canada).’
Transfer Income Packages

Insight into mow poor families escape poverty will come from examining most particularly
the income packages of families who are at highest risk of poverty. Because we define the poverty
line as S0 percent o7 the equivalent median, by definition, half of families have equivalent incomes
above twice the poverty line  We consider those individuals with disposable incomes below the
median to be at risk of poverty. - The income-packaging institutions of each country determine the

share of this half of the population who in fact end up with incomes below the poverty line. Based

on figures not shown here, transfers to two-parent families amount to more than 25 percent of

median income (30 percent of the poverty line) in Sweden and Ireland, and to more than 20 percent
in the United Kingdom, Belgium, Finland, and France.'® At the other extreme, transfers amount to
around 10 percent or less in Australia, Luxembourg, Norway, the US, Italy, and Switzerland. As

Germany, Norway and Switzerland demonstrate, full employment at adequate wages can produce

°Because they are not OECD countries, Switzerland and Israel are not shown in Figure 8.
OECD information on Ireland and Austria was not available.

'9These figures can be obtained from the authors.
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henefdts are needec 10 r2duce child povems to acceptabie levels for two-parent families wit
children

As one shou’d expec:, average transters to solo-mother families at risk of poverty comprise
a greater share of their 2sable income than is the case for two-parent families. In four countnies
they amount to 40 percen: or more of median equivalent income (or 80 percent of the poverty
line)—the Netherlands, the United Kingdom, Sweden, and Luxembourg—and are almost that high
in Ireland and Belgium. A: the low end we find Switzerland. the United States, Italy, Finland,
Germany. and Canzda wizh iess than 23 percent of disposable incomes for at risk solo parent
families coming from trans:ers.
Summary

The estimates of market and disposable income poverty presented at the end of this section
add factual evidence and 2xclanation to the pattern of poverty rates found in the initial tables (2
and 3) in this section of the paper. Despite the wide variation in level and trend of child poverty
across the 18 nations studied here, Almost all national governments face substantial numbers of
children who would be poor without government tax and transfer policy intervention. Some mix
market income and transfers more effectively than do others. And children living with single
parents always do less well than children living with both parents. Most societies provide a mix of
tax and transfer benefits that, when coupled with market earnings, reduce child poverty to very low
levels. But not all nations do so well. In particular, the overall high rate of both pre- and post-

government poverty in the United States is troubling.
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V. Summary of Results. Policy Implications and Conclusions
The results o7 this caper are stmxiny Uniel Siataslow-income chiidren have 2 lower real
standard a7inang than Jotherr sounterparms in Almost ever other nauen studied  Thus real income

Co

(4]
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tis mirrored in our high relative poverty rates. and in our fow and falling social expenditure
levels (Figure 8) Because our measure of poverty is much closer to that recently recommended by
the Naticnal Acadermy of Sciences than to the ~officiai”™ United States poverty measures used by the
tederal government (e.g.. U.S Bureau of Census. 1993) we were able to chart the impécts of two
of the most effective anti-poverty devices for children in the United States, food stamps and the
EITC. Between 1985 and 199!, we observed a modest decline in relative child poverty in the United

States from 22 9 percent to 21 3§ percent. because of increases in spending for food stamps and the

EITC over this period. and 2.50 because of the higher zero bracket amount and personal tax
exemptions which emerged from the Tax Reform Act of 1986."" These findings emerged despite
the overall decline in United S:ztes spencing for social programs for the nonaged noted in Table 8,
and widening overa!! inccme in2zuality in the United States over this same period.

In contrast to our low-income children, our high-income children are better off than their
counterparts in every nation studied. The wide variance in child well-being found in the United
States mirrors the high level of overall income inequality in our nation. This pattern is not found
in other nations. While their inequality is less than in the United States, children living in families
at the bottom of the distribution enjoy living standards which are significantly above those found

for similar children in the United States, even in nations where overall income inequality has

increased during the 1980s.

'1n contrast, the official United States government figures, which do not count these
programs, indicate child poverty rates of 20.5 percent in 1986 and 21.8 percent in 1991 (U.S. Bureau
of the Census, 1995, Table D-5, page D-17).
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of children in each naticn studied here 1o a greater or lesser extent Divorce. out-of-wedlock births,
and singie-parent families ars growing in every nation studied. Similarly. the labor force
participation of women—teih spouses and single parents—are rising rapidly in every nation studied
here (Smeeding, Rainwater anc Danziger, 1993). These forces may have important negative effects
on children which can prcduce high market income based poverty rates and which need to be
addressed by social policy
What is uncommeorn ztout the United States is its relativél_v poor response to the problems
which these social forces nzve produced. While social policy in Europe, Scandinavia, and even
Canada. has worked hard 0 keep child povertv low, or to reduce it further (e.g., Blank and Hanratty.
1992; Commuission of the Ezrorean Community, 1993, 19.94)‘ the United States is sounding a social
policy retreat. While there is “+:Zespread agreement that all parents with school-age children should
work in the marketplace. and that welfare should be reformed. there is little or no agreement how
to help parents find a good jcb and even less agreement on how to help them keep a job once they
have found it. Unlike the other nations shown here, there is much less in the way of public support
for both working and nonworking parents in the United States than is found in other nations. Two
examples help illustrate this dilemma, child allowances and guaranteed child support for single
parents.
Every nation studied here has some form of child or family allowance save the United States.
While the U.S. House of Representatives has passed an additional $500 per child tax credit for
“middle income” children, this will provide zero help to the one-third of United States children who

live in families with little or no federal income tax liability. For about the same cost as the added
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Bcth diverce and sing’e parentheod are high ir the United States. and have been rising at an
even more rapid pace in Eurcpe than in the L'nited States While 23 percent of all United States
families with children were headed by a single parent in 1990. as compared to 9 percent in 1960,
these rates have grown from about the same S percent base in 1960 to 15 percent in Canada and the
Netherlands. 13 percent in France and Sweden, and 14 percent in Germany, all by 19590
(McClanahan and Sandefur. 1554, Table 14) Many of these nations also face the same problem that
the United States faces with respect to lack of pavment of child support by the absent father. The
European reaction has been :0 institute a minimum guaranteed level of child support to single
mothers (and fathers) in cases where the absent parent cannot or will not pay child support. This
guarantead ircome allows a s:ngle parent to be able to go out ’and find a job. keep a job. pay for
some portior. of subsidized ¢=id care and otherwise substitute for the lack ¢ a parzner who can
share work and child rearing responsibilities. Such programs as these are sometimes restricted to
mothers who have legitimate child support orders but are not being paid, and are not terribly
generous, €.g., guaranteeing annual support on the level of $1500 per child. But they do provide a
reasonable minimum level of support for the children involved once combined with work and related
programs (e.g., child allowances, food stamps, and the EITC). The cost of such a program in the
United States has been estimated to be $10 to 15 billion, and much less if the program helps single
mothers to go to work and to become independent of the welfare system (Kim, Garfinkel and
Meyers, 1994). If we want low-income mothers to go to work, we must find ways to reward work

and, for single mothers, ways to provide the support that the absent parent cannot, or will not,

provide.
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examples of how the Unied States can leam om other nations  But there is no one single magic

~uver by which ever. cowntms Randles the orovlem et

2 poverny  Moreover. other nations can
learn from the United States as well The EITC is a uniquely American invention which helps make
work pav by targeting assistance to low wage tamilies. Other nations such as the United Kingdom
and Australia are enacting their own forms of the EITC  And tood stamps are another urniquely
Americar: program which is ezfective and worthy of consideration by other nations. The point we
are making is a simple one' every nation fights child poverty in its own way, America included. The
difference is that everv cther nation has produced better results in fighting child poverty than has

the United States.

Conclusion

All nations begin with the issue of preventing severe poverty and disadvantage for at-risk
children. The major difference we note is that other nations are able to produce lower levels of child
noverty than in the United S:azes. It follows that child poverty is neither intractable nor intransigent.
The United States had an eider poverty problem in 1970 which it markedly reduced through
increased social security spending and greater efforts on the part of Ii’le aged to save and invest. It
now has a child poverty problem which produces an intolerably low real standard of living for a
large number of American children. Our high-income children do very well in real terms compared
to similar children in other nations. No one wants to take away these advantages for which the
parents of these children work long and hard. What is needed is a reasonable response to the real

needs of low-income American children. And as other nations have shown, there is an answer that

we can find if we have the national will to face up to the sobering facts presented in this paper.
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APPENDIXN TABLE A-1. LIS DATABASE LIST, COUNTRY AND YEAR'
tbold entries are included in this paper)

i
Country Historical Databases Wavel Wave Il Woave [IT1° l
LS 1982 1986 ' 1994) E
Ausima | i ! 1987 1 99
el num ' ! : © 985 | 19881992
| Bulgam f ! i ! | 1ogr= 1093
Canada 197 LTS . 1981 1987 1991
) - Czech Repurniie f ! : | HRN N ! wael
Denmark 1987 1992
H i Finland | 1931~ 1987 1991
' France® ‘ . 1984 1939%11990*
l E Germanv® 1973 ! 1978 1981 83 1984 1989./1992*
| Dungary a | ! g7 | 199l
ireiand t ' 1987 %
I | lsrael ! 1979 1987 | 199z
Ttaly 3 | i9Sie 1986 | 1991
I i Lunembourz ' ‘ 1985 I 1991
| The Netheriands l | 081+ 1983 1987 | 1991
I Nom ' ) 1986 | 1991
Poind ! | s ] el
I CROC -Taman i Lot 1986 1991
" Russia f A
| Slovak Republic | 1992
I Spamn 1980-81* 1990-61*
Sweden 1968 1975 1981 1987 1992
I Switzerland ! 1982 1992
Lmuted Kingdem 1969 1974 1979 1986 1951%/1993*
I Uruted States 1971 1975 1979 1986 1991
*We are also in negotiadon with Korea (1993), Mexico (1990), Portugal (1980, 1989), and South
Africa (1993) Japan and New Zealand are unable or unwilling to join at this tme.
I *France has an income survey (1979, 1984, 1990#) and a budget survey (1989*).
“Germany has three diferent databases: an income and expenditure survey (1973, 1978, 1983). a
I transfer income survey (1981). and three cross-sections from the socio-economic panel (1984, 1989*,
1991%)
*Will be available in 1995, vear given 1s reference year, not necessanly the year that the data were
I collected.
Source. Luxembourg Income Study
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APPENDIX TABLE A-2

CHILD POVERTY RATES BEFORE AND AFTER GOVERNMENT PROGRAMS®

Pre-Government Child Poverts Rates® ! Post-Government Child Poverty Rates
; All Two-Parent i Solo Al Two-Parent Solo
Nation ] Children - Households ; Mothers | Children Households Mothers
CAsSs L T T T CE RS -- 56.2
1359: S ! I 38 32 190
CNS1 | oz R 38.2 135 "4 50.2
DK92 | 50 | os 150 33 25 73
FIol Ioos 1 se 363 25 19 75
| FR34 | o ©oons | 56 55 5.4 225
GES9 i s0 sz 439 68 23 12
IRS” Loson 239 "26 12.0 10.5 10.5
1S86 239 b2 51.3 1l 123 275
191 } s 108 31" 96 9 139
?[.XSS | - S+ 55" I 3% 100
| Lol 3T v "9 52 31 39.5
NW9OIL (29 44 374 46 1.9 1S4
SW92 5.1 125 349 2.7 22 5.2
5282 51 19 357 33 1.0 256
UK36 296 221 762 99 84 187
Ussl 259 13.9 69.9 215 11.1 59.5
*Figures 5, 6, and ~ are based ot these estimates.
®Government programs include mcome and payroll taxes and all tvpes of government cash and nearcash
transfers.
Source: Luxembourg Income Stucy estimates.
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