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Children in Poverty:
Profile, Trends, and Issues

Summary

Since 1996, when Congress enacted the block grant program of Temporary
Assistancefor Needy Families(TANF), family cashwelfarerollshavefallenby more
than 50%, the employment rates of single mothers in the general population have
risen dramatically, and the number of poor children has declined by more than 1
million. In these years child poverty rates decreased for both lone-mother families
and married-couple families, with arelatively sharper decline for the former group.
At the same time, however, the incidence of poverty increased overall among
families who have at least one full-time, year-round worker.

Dramatic gains have occurred in work by lone mothers. Since 1999, the
employment rates of single mothers have topped those of married mothers, even
among mothers with a child under age three. However, some have joined the
working poor. In 2003, 15% of the children whose single mother worked year round
at full-time jobs were poor. Annua hours worked by lone mothers peaked in 2000.
That year 20% worked about 1,800 hoursor more. Therisein mothers work makes
some of them potentially eligible for unemployment insurancein case of involuntary
job loss.

In records dating back to 1959, the incidence of poverty among related children
in families has ranged from a peak of 26.9% in 1959 to alow of 13.8% in 1969. In
2003, the rate was 17.2% (representing 12.3 million children). Who are these poor
children? Fifty-seven percent are in families headed by the mother; 34% have no
family worker, but 30% are in families with ayear-round full-time worker; and 25%
are in families headed by an immigrant.

Thesocia safety net for children consists of (1) earnings-based social insurance
and tax credits and (2) need-based transfers of cash and noncash benefits. Work-
related monthly benefitsfrom social security are paid to 3.8 million children (almost
5% of al U.S. children) whose breadwinner isdead, disabled, or aged. InFiscal Y ear
(FY) 2003, $34 billion in Earned Income Tax Credit refunds went to 19 million
families with earnings (mostly working parents), and child tax credit refunds for
working parents totaled $6 billion. Need-based monthly cash welfare benefits now
go to about 5 million children (4.1 million from TANF and 0.9 million from
Supplemental Security Income— SSI). (Also, large outlays from TANF funds are
made for child care, job training, and various other services.)

TheCensusBureau’ sofficial count of the poverty populationisbased on money
income before taxes and any capital gains. Thus, it includes social insurance cash
payments and cash welfare. However, it excludes noncash aid and tax credits. If
families’ only cashincome consisted of earnings, child poverty ratesgenerally would
be about one-fourth higher than the officia figures.

Thisreport, whichwill be updated, examinestrendsin the economic well-being
of children. It presents data on official poverty among children and employment
rates of mothers.
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Children in Poverty:
Profile, Trends, and Issues

Introductory Note

This is an opportune time to examine the economic status of families with
children. The 109" Congress faces a decision on what terms to continue the major
cash welfare program for children (Temporary Assistance for Needy Families —
TANF) and entitlement child care funding. Congress may also consider making
changesin socia security, which now makes monthly payments to ailmost 4 million
children whose breadwinner is dead, disabled, or aged.

Since enactment of TANF in 1996, family cash welfare rolls have fallen by
more than 50%, the employment rates of single mothers in the general population
have risen dramatically, and the number of poor children has declined by more than
1 million. However, the data show that “full-time working poverty” has increased
overall among families with children.

Thesocia safety net for children consistsof (1) earnings-based social insurance
benefits and tax credits and (2) need-based transfers of cash and noncash benefits.
In 2003, the House voted that the (overarching) purpose of TANF should be to
“improve child well-being.” This report profiles the economic well-being of
children. It presents data on official poverty among children and employment rates
of mothers. It discusses 2003 child poverty ratesin detail: by family type, by work
experience and education of thefamily head, and by immigration status of thefamily
head. Lastly, it provides a brief background discussion about government “safety
net” policy.

Background

To avoid poverty, most children need an adult breadwinner. The economic
well-being of children usually depends on how well their parent(s) faresin the labor
market. Children most at risk of poverty areinfamilieswithout an earner. However,
some are poor despite the work — even the full-time work — of aparent. They are
among the working poor.

Numerous programs operate in the U.S. to aid children without a breadwinner,
or with one whose earnings are low.

e Social insurance programs (Social Security and Unemployment
Insurance-Ul) provide payments for children whose parent has paid
payroll taxes but is now out of the workforce. Social security
benefits are paid to children whose parent is dead, disabled, or
retired. Unemployment insurance benefits are paid temporarily to
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some workers who have lost ajob (but most state Ul programs do
not provide dependents benefits). Neither program imposes an
income test. Benefits are an earned entitlement. Refundable tax
credits ( thefederal Earned Income Tax Credit (EITC) and the child
tax credit) supplement low earnings of parents.

e Cash welfare programs make payments to some needy children and
their parents. Mgjor welfare programs for children are Temporary
Assistance for Needy Families (TANF) and, for disabled children,
Supplemental Security Income (SSI). These programs impose an
income test (and, usually, an assets test). TANF seeks to move
parents into the labor market and requires states to condition
eligibility (beyond two months) on parental work. Most children
who receive TANF have two able-bodied parents, but the second
parent lives apart from them. Noncash welfare programs, such as
food stamps, subsidized housing, Medicaid and the State Children’s
Health Insurance Program (SCHIP) providein-kind benefits. These
programs al so are means-tested.

How is Child Poverty M easured?

The Census Bureau measures poverty by comparing money income of the
child’ sfamily with thresholds that vary by family size and composition. For this
purpose, the Bureau counts only money income before taxes (and any capital
gains). For 2003, the poverty threshold for asingle parent with two children was
$14,824; for two parents with two children, it was $18,660.

The officia count of the poverty population takes into account all cash
income (other than any capital gains) before taxes. Thus, it includes socia
insurance cash paymentsand cashwelfare. It excludesnoncash aid and tax credits.
The Census Bureau also issues alternate poverty countsthat assign value to major
noncash benefits and tax credits, but they are not included in this CRS report.

Child Poverty in 2003

In 2003, 12.3 million children® out of atotal of 71.9 million lived in families
whose pre-tax money income that year fell short of the poverty threshold. This
trand ates into a child poverty rate of 17.2%.

Asagroup, children are morelikely to be poor than are either the aged (persons
aged 65 or older) or nonaged adults (persons 18to 64 yearsold). Figure 1 compares
2003 poverty rates of children, the aged, and nonaged adults. It showsthat children
were almost 70% more likely to be poor than the aged and that the incidence of
poverty among the nonaged adults was only slightly higher than that of the aged.

! Another 0.5 million poor children lived with neither parent. The 2003 poverty ratefor all
persons under age 18, including those living with a person other than a parent, was 17.6%.
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Figure 1. Poverty Rates of Children, the Aged, and Nonaged Adults,
2003

20%

17.2%

15%

10%

5%

0%
Related Children Aged Age 18-64
(Under 18)

Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.

There are some well known correlatesto child poverty. A child srisk of being
poor variesby family structure and size and by race/ethnicity. Further, sincechildren
primarily rely on adult workers for income, child poverty also varies by the
educational attainment and age (which isrelated to work experience) of thefamily’'s
head, and (if present) spouse.

This section provides a profile of child poverty in 2003. Shown are child
poverty rates by characteristics of the family, child, or family head and spouse. This
perspective answers the question, among children, who are most at risk for being in
poor families? This section also provides the composition of child poverty by those
characteristics, answering the question who are the poor children?

Child Poverty by Family Type. Living arrangementsof U.S. children have
undergone a dramatic shift since the 1960 census. In 1960, 88 out of 100 children
lived withtwo parents. The proportion living with two parents averaged 81% during
the 1970s, 75% in the 1980s, and 70% in the 1990s. Corresponding increases were
registered by children living with mother only (the family type most afflicted with
money income poverty): 8% in the 1960 census; 15% during the 1970s; 20% in the
1980s, and 23% in the 1990s. The datafor children living with father alone: 1% in
the 1960 census, 3% on average during the 1970s and the 1980s, and 4% during the
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1990s. Finally, the share living with neither parent averaged 3% during the 1970s
and 1980s, but rose to 4% in the 1990s”.

Figure 2 presents data about poverty rates of children who lived in familiesin
2003 (it excludes children living with neither parent). Thebar chart presents 2003
child poverty rates by type of family. As it shows, children in married-couple
families had a much lower poverty rate (8.6%) than those in lone-mother families
(41.7%) or in father-only families (22.3%). The pie chart shows the composition of
the 12.3 million related poor children. Female-headed families held the magjority of
poor children — 57.4%, or 7.1 million. Children in husband-wife families, despite
their relatively low risk of poverty, comprised 35.7% of all poor children, or 4.4
million. The remaining 0.8 million poor children (6.9%) were in male-headed
families (no wife present).

Figure 2. Poverty Among Related Children, by Family Type, 2003

Poverty Rates Percent of All Poor Children
Husband-wife Husbanq-wife
family 8.6% famlly
Male head 35.7%
6.9%
Male head 22.3%
Female head
Female head 41.7% 57.4%

0% 10% 20% 30% 40% 50%

Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.

Because of the relatively high poverty rate among children in female-headed
families, much of the policy discussion about child poverty centers on this group.
Further, welfare reform debates are focused on lone-mother families, who make up
about 90% of all cash welfare families. Therefore, much of this remaining profile
provides information on the poverty rate and composition of poverty for childrenin
single parent families aswell asfor al children.

2 U.S. Census Bureau, Living Arrangements of Children Under 18 Years Old, 1960 to
Present, Table CH-1, Internet release date Sept. 15, 2004.
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Among children in female-headed families, poverty rates vary by the marital
status of the single mother. Children with mothers who never married are about
twice as likely to be poor (a 55.3% poverty rate) as children whose mothers either
divorced or were widowed (poverty rates of 28.2% and 28.3%, respectively).
Moreover, the number of al children in families where the single mother never
married now slightly exceeds the number of children in families where the mother
divorced. Thus, children in families with never-married mothers account for alarge
share of poor children, almost half of al poor children in female-headed families.

Figure 3. Poverty Among Children in Female-Headed Families, by
Marital Status of the Female Head, 2003

Poverty Rates Percent of All Poor Children in
Female-Headed Families

Widowed

Divorced
Separated 24.2%
16.4%

Divorced

Widowed
5.4%
Spouse absen

4.7%
Separated 46.8% 0

Never-Married
55.3% 49.3%

Never-Married

0% 20% 40% 60%

Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.

Child Poverty by Race and Ethnicity. Children in racial and ethnic
minoritiestend to have higher poverty ratesthan white children. Figur e4 showsthat
in 2003, the poverty rate among African-American (non-Hispanic) children was
33.5% — 3.6 times the poverty rate for white (non-Hispanic) children of 9.6%.
Hispanic children had lower poverty rates than African-American children, but
higher poverty rates than white children.

Despite the variance in poverty rates by race and ethnicity, the populations of
poor white, African-American, and Hispanic children are of about equal size. The
larger population of white children, when multiplied by the lower poverty rates of
thisgroup, yieldsanumber of poor white children about equal to the number of poor
children in each of the two other racial/ethnic groups.
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Figure 4. Poverty Among Related Children, by Race and Ethnicity,
2003

Poverty Rates Percent of All Poor Children

White

White
32.0%

African-

0,
American 33.5%

African-
Americal
29.2%
Other

Hispanic 29.5% 6.5%

Other

Hispanic
32.3%

0% 5% 10% 15% 20% 25% 30% 35% 40%

Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.

Figure5 shows poverty rates and the composition of poor children by race and
ethnicity for children in female-headed families. Asintheoverall child population,
minority children have higher rates of poverty than do white children — the poverty
rates for African-American (49.7%) and Hispanic (50.6%) children are about 1.6
times that of white children in femal e-headed families (30.7%). However, African-
American children comprise the largest group of poor children in female-headed
families — accounting for over four out of 10 poor children in female-headed
families.

There are interrel ationships among the characteristics examined in this profile
of poor children. African-American children are more likely to reside in female-
headed families than children of other racial/ethnic groups. Hispanic children are
morelikely to bein married-couplefamilies. Therefore, examining the poverty rates
and composition of poverty by racial/ethnic group among the subgroup of children
in female-headed families yields some results that might seem surprising. Among
children in female-headed families, the child poverty rate among African-American
and Hispanicchildrenissimilar. However, becausethe number of African-American
children in female-headed familiesis quite large, this group makes up amuch larger
share of poor children in female-headed families than do Hispanic children.
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Figure 5. Poverty Among Children in Female-Headed Families,
by Race and Ethnicity, 2003

Poverty Rates Percent of All Poor Children in
Female-Headed Families

White 30.7%
White
28.7%
Afrlgan- 49 7%
American
African-
America
41.3% Other
Hispanic 50.6% 5.6%
Hispanic
Other 38.4% 24.4%

0% 10% 20% 30% 40% 50% 60%

Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.

Additionally, Hispanic children are highly likely to be in married-couple
families. See Figure 6. Among children in married-couple families, Hispanic
children have a poverty rate (21.4%) higher than that of whites (4.8%) or African-
American children (11.3%). Hispanicsaccount for thelargest share of poor children
in married-couple families (44.7%).

Thus, Hispanic childreninfemal e-headed familieshaveadightly higher poverty
rate than African-American children in femae-headed families, and also have a
substantially higher poverty rate than African-American children in married-couple
families. However, their poverty rates among all children are lower than those for
African-Americans. Thisisbecause Hispanic children are morelikely than African-
American children to be in married-couple families, and children in married-couple
families have lower poverty rates than children in female-headed families.
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Figure 6. Poverty Among Children in Married Couple Families, by
Race and Ethnicity, 2003

Poverty Rates Percent of All Poor Children in
Married Couple Families

White White
36.9%
African-
American
African- 10.7%
American

Other

21.4% 7.6%

Hispanic

Other

Hispanic
44.7%

0% 5% 10% 15% 20% 25%

Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.

Child Poverty by Annual Work Experience of the Family Head or
Spouse. If afamily has no earnings, a child is amost certain to be poor. The
poverty rate in 2003 for children without a working parent (or spouse of the family
head) was 68% (bar chart of Figure 7). However, millionsof children are poor even
though the family head (or spouse) works full time, year round. In 2003, almost
seven out of 100 children with such a worker were poor. The number of these
children totaled 3.7 million, and they accounted for 30% of all poor children (pie
chart in Figure 7). Most children (77%, not shown on the chart) live in families
where either the head or, if present, the spouse is a full-time, full-year worker.
Hence, these children account for arelatively large share of al poor children even
though their poverty rateislow. The bar chart shows that the incidence of poverty
is lower among families with full-time work part of the year (35.4%) than among
those with part-time work throughout the year (40.4%).
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Figure 7. Poverty Among Related Children, by the Work Experience
of the Family Head and Spouse, 2003

Poverty Rates Percent of All Poor Children

Full-time .
full year Full-time
Full-time full year
. part year 30.0%
Full-time 18.7%
part year
Part-time .
full-year Part-time
full-year
) 7.5%
Part-time
part-year

Part-time

part-year Nonworker

Nonworker 10.4% 33.5%

Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.

The rel ationshi ps between work experience for family adults over the year and
child poverty also hold for childreninfemale-headed families (though thesefamilies
are without a potential spouse to supplement the work of the family head). Among
children in female-headed families with at least one full-time, year-round worker,
15% were poor (bar chart of Figure 8). Of children in mother-only familieswithout
an earner, 74% were poor.

Thepiechartin Figur e 8 depictsthe composition of all poor childreninmother-
only families. Of these children, 16.1% — totaling 1.2 million children — lived in
families where the mother was a full-time worker, year round. However, the pie
chart also shows that 45.2% of all poor children in these families had a mother who
did not work during the year. Though work among lone mothers has increased
dramatically in recent years (discussed later in this report), 25% of all children in
femal e-headed families had a mother who did not work. In comparison, only about
2% of all children in married-couple families had neither a mother or father in the
workforce.
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Figure 8. Poverty Among Related Children in Female-Headed
Families, by Work Experience of the Female Head, 2003

Poverty Rates in Percent of All Poor Children in
Female-Headed Families Female-Headed Families

Full-time

full-year Full-time

Part-time ~ part-year

full-year 16.1% Full-time
8.0% full-year

16.6%

Full-time
part-year
Part-time Part-time

full-year

Part-time
part-year

Nonworker
45.2%

Nonworker

Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.

Child Poverty by Educational Credential of the Family Head or
Spouse. From 1960 to 2002, the share of the population (at least 25 yearsold) with
a high school diploma (or more) has more than doubled, from 41.1% to 84.1%. In
the same period the share with a college degree (or more) more than tripled, from
7.7% to 26.7%.® The returns to education have aso increased over time, as the
average wages of those with a college degree have increased relative to the average
wages of those without such a degree. Increasingly, job applicants must have
postsecondary credentials. By some measures, high school graduates and those who
failed to complete high school have seen declining real wages.

Thus, child poverty rates depend in part on the educational level of the family
head (or spouse). In 2003, almost half (47.1%) of children whose family head had
not completed high school were poor. This group made up 34.3% of al poor
children (Figure9). Children whosefamily head had completed high school, but not
gone beyond it, had a poverty rate of 24.5% and represented 35.5% of all poor
children. If thefamily head achieved an associates degree, the child poverty ratewas
sharply lower (9.7%) than that of one with some postsecondary education, but no
degree (17.0%).

3 “Educational Attainment by Race and Hispanic Origin: 1960 to 2002.” Table 227
Satistical Abstract of the United States, 2003, p. 153.
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Figure 9. Poverty Among Related Children, by the Educational
Attainment of the Family Head or the Spouse, 2003

Poverty Rates Percent of All Poor Children

Less than H.S.
34.3%

Less than H.S.

High school
or equiv.
Some post-secondary nghESchooI achelors
no degree or q;uv. ‘ or higher
35.5% 5.7%

Associates

Associates 6.3%

Some
post-secondary
18.1%

Bachelors
or higher

Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.

In 2003, amost two out of three children (64.5%) in families headed by a
mother who failed to complete high school were poor. Thisgroup represented 34.6%
of all poor childreninfemale-headed families. Attainment of ahigh school diploma
reduced the child poverty rate, but it still was almost one-half (44.8%). Aswiththe
overall child population, poverty rateswere much lower whenthefemal e head earned
acollegedegree. Childreninfamilies wherethe female head received an associates
degree had a poverty rate of 25.9%, compared with 37.1% for those who had some
post-secondary education but no degree. Poverty rateswererelatively low (lessthan
10%) for femal e heads who had a bachelors degree or an advanced degree.



CRS-12

Figure 10. Poverty Among Related Children in Female-Headed
Families, by Educational Attainment of the Female Head, 2003

Poverty Rates in Percent of All Poor Children in
Female-Headed Families Female-Headed Families

Less than H.S. 64.5%

Less than H.S.
34.6%
High School

or Equiv.

Some
post-secondary

37.1%

High School
or Equiv.

AA degree 37.2%

Bachelors
or higher

Some
post-secondary
20.0%

Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.

Child Poverty by the Age of the Head or Spouse. Child poverty rates
are highest in young familieswith children. The poverty rate for preschool children
(children under the age of six) was 19.8% in 2003, compared with a 15.9% poverty
rate for older children. This is because, in part, these children have on average
younger parents. Younger parents, who have less job experience in the workforce,
tend to earn less than older adults with more experience.

Figure 11 shows the child poverty rate by the age of the household head or
spouse if present. For married-couple families, the age of the older adult was used
to determine the age of the head or spouse. It showsthat child poverty ratestend to
mirror the“life-cycle” pattern of earnings of adults. That is, earningstend to be low
in the early years, peak in middle age, and decline as adults approach and reach
retirement age. This explains some of the pattern shown on the figure. However,
children in families with a never-married female head (the group with the highest
poverty rate) also tend to be in families where the head was young.

Children in families with the head or spouse under age 25 have the highest
poverty rates, almost 50%. For children in families with a head or spouse aged 30
to 34, the poverty rate dropsto 23%. Among poor children, half arein familieswith
the head or spouse younger than age 35. Child poverty rates drop below the average
rate for al children (17.2%) for age groupings of the head or spouse over 35 and
younger than age 60, but then rise again in the age 60-64 and age 65 and older
brackets.
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Figure 11. Poverty Rates Among Related Children, by Age of
the Family Head or Spouse, 2003

Poverty Rates Percent of All Poor Children

Under 25 48.6% Age 25-29

17.0%

Age 25-29 Age 30-34
20.3%
Age 30-3

Under 25

Age 35-39 11.5%

12.0%

!3% ) 3539,”

16.8% /

Age 40-4

Age 65 +

Age 45-49 2.5%

Age 50-5

Age 50-64
8.3%
Age 55-59
Ade 60-6 Age 45-49

9 Age 40-44 8.5%

Age 65 and Olde 21.5% 15.2%

Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.

The basic relationships between child poverty and age of the family’s adults
shown in Figure 11 also tend to hold for children in female-headed families: the
highest poverty rates are for children with younger parents. (No figure is shown.)
However, poverty ratesfor childrenin female-headed familiesare higher than for all
related children for all age categories of the family head.

Child Poverty by Immigrant Status of the Family Head or Spouse.
Figure 12 showsthat one out of every four poor childrenisthe child of aperson born
outside the United States. The poverty rate for these children in 2003 was 25.9%,
compared with arate of 15.4% for children whose family head or spouse was native
born. From 1991 to 2001, more than 9 million persons immigrated to the United
States. Any children born in the United States are citizens, regardless of their
parents’ citizenship status.
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Figure 12. Poverty Among Related Children, by Immigrant
Status of the Family Head and Spouse, 2003

Poverty Rates Percent of All Poor Children

Immigrant
24.9%

Head and spouse
immigrants

Head or spouse
native born

Native born
75.1%

Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.
Trends in Child Poverty

Children have been more likely than any other age group in the U.S. to be poor
since 1974, when their poverty rate first topped that of the aged. In records dating
back to 1959, the incidence of poverty among related children in families has ranged
from apeak of 26.9% (1959) to alow of 13.8% (1969). SeeFigure 13. In 2003, the
rate was 17.2%. Child poverty rates display both cyclical and longer term trends.
Except for the 1961-62 recession, poverty rates rose during economic slumps,
peaking in the year or two after the end of the recession.
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Figure 13. Poverty Rates for Related Children, 1959-2003
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Source: Congressional Research Service (CRS) based on data from the U.S. Bureau of the Census
and the National Bureau of Economic Research.

Note: Shaded areas indicate periods of economic recession.

During the years covered by Figure 13, the poverty rate for the aged (not
shown) fell from 35.2% in 1959 to 9.7% in 1999. It then turned upward and was
10.2% in 2003.

Trends in Child Poverty Rates, by Type of Family. Figure 14 shows
poverty rates of related children, by family type, from 1959-2003. Poverty ratesfor
children in femal e-headed families have been higher than thosefor childrenin male-
present (married couple or families with a male-head but no spouse) since poverty
datahave beenrecorded. Thefigureshowsthat poverty ratesfor both female-headed
familiesand male-present familiesfell inthe early period (1960s). Sincethen, much
of the variation in poverty rates among children in male-present families has been
cyclical.

Poverty rates for children in female-headed families show little cyclical
variationinthefirst threerecessions shown (1961, 1970-71, 1974-75). However, by
the 1982-83 recession, poverty ratesfor childreninfemale-headed familiesdo begin
to exhibit cyclical increasesand decreases, likely attributableto increased labor force
participation of women. Poverty rates for children in female-headed families also
show pronounced secular (noncyclical) patterns. Rates during the entire economic
expansion of the 1980s were higher than in the mid- and late-1970s, coincident with
the increase in the number of children of never-married mothers, who have high
poverty ratescompared to childrenin other types of female-headed families. Further,
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there was a large drop in the poverty rate for children in female-headed familiesin
the late 1990s, the period in the wake of the 1996 welfare reform law. Over the six
years from 1997-2003, child poverty rates decreased for both lone-mother families
(who dominate TANF rolls) and married-couple families, but the decline was
relatively sharper for the former group. From 1997 to 2003, child poverty rates
declined 15% for lone-mother families, compared with 9.5% for married-couple
families. Measured another way, achild being rai sed by her/hismother alonein 1997
was 5.2 times as likely to be poor as one in a married-couple family; by 2003, this
differential had fallen to 4.8 times.

Figure 14. Child Poverty Rates by Family Type, 1959-2003
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Source: Congressional Research Service (CRS) based on datafrom the U.S. Bureau of the Census
and the National Bureau of Economic Research.

Note: Shaded areas indicate periods of economic recession.

Trends in the Number and Composition of Poor Children. In 1959,
the first year of official poverty data, 17.2 million children were counted as poor
(Figure 15). The poor child population declined through most of the 1960s and
hovered around 10 million during the 1970s (with an all-time low of 9.4 million in
1973). During the 1980s the peak number was 13.4 million (1983); and during the
1990s, 15 million (1993). It rosein 2003 to 12.3 million. Since 1970, the number
of poor children hasfluctuated because of both the economy and demographic trends
(the number of related children under 19 fell from 70 million in 1968 to 62 million
in 1978 before this number began rising again).
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Figur e 15 showsthe number of poor childrenfrom 1959 to 2003 by family type.
It shows both the variation in the number of poor children, and its changing
composition. In 1959, most poor children and most children lived in married-couple
families. Since 1972, the majority of poor children have been in female-headed
families.

Figure 15. Number of Poor Related Children, by Family Type,
1959-2003
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Source: Congressional Research Service (CRS) based on data from the U.S. Census Bureau.

Rise in Work by Lone Mothers. Dramatic gains have occurred in recent
years in work by lone mothers. The Department of Labor (DOL) reports that the
share of mothers maintaining families who were employed (in an average week of
the year) rose from 64% in 1995 to a peak of 75.5% in 2000 and then receded to
71.9% in 2003.* As Figure 16 shows, the largest gains in employment rates
occurred among lone mothers with a child below age six. In 1995, only 52.5% of
thesemotherswereemployed. Their employment rate climbed to 69.1% in 2000 and
then declined, after the 2001 recession, to 63.8% in 2003. For lone mothers with
school-age children (aged 6-17), the corresponding rates were 64%, 75.5% and
72.9%. Over the eight-year period, employment rates of single mothers with
preschool children drew closer to those of motherswhose children all were of school

age.

“ “Families with Own Children: Employment Status of Parents by Age of Y oungest Child
and Family Type" Table 4 in annual reports of the Department of Labor on Employment
Characteristics of Families.
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Since 1999, employment rates of single mothers have surpassed those of
married mothers. Thisholdstruefor those with achild under agethree aswell asfor
those with children of other ages (Figure 17). The March 2004 employment rates
for singlemothers (followed by married-mother datain parentheses): youngest child
under age three, 54.1% (52.4%); youngest child age three to five, 69.5% (62.3%),
youngest child six to 17, 75.7% (72.7%), and overall, with a child under age 18,
69.7% (65.3%).

Figure 16. Percent of Mothers Maintaining Families Who Were
Employed, by Age of Youngest Child, 1995-2003
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Source: Figure prepared by the Congressional Research Service (CRS) on the basis of datafromthe
Department of Labor.

Factors encouraging work by single mothersinclude a healthy economy during
much of the 1990s, the transformation of the family cash welfare program into a
work-conditioned and time-limited operation, increasesinthe EITC andincreasesin
thefederal minimumwage. TANF — and preceding state-waivered programsof Aid
to Families with Dependent Children (AFDC) — converted cash assistance from a
needs-based entitlement to a program of temporary help aimed at promoting work
and personal responsibility. Under the TANF block grant, most states reward work
by permitting recipientsto add to their benefits some (or al) of their earnings, at least
for atime. And most states have increased sanctionsfor failureto perform required
work. Increases in the EITC, passed by Congressin 1993 and phased in between



CRS-19

1994 and 1996, have increased the financial incentive for single mothers to work.®
Other factors, such as increased funding for child care subsidies, may also have
contributed to making work possiblefor more singlemothers. For moredetail sabout
trends in welfare, work, and the economic well-being of lone-mother families with
children, see CRS Report RL30797, Trends in Welfare, Work and the Economic
Well-Being of Female-Headed Families with Children: 1987-2002.

Figure 17. Employment Rates of Single Mothers and Married Mothers,
by Age of Youngest Child, March 1988 to March 2004
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Source: Prepared by the Congressional Research Service (CRS). Based on analysisof U.S. Census
Bureau Mar. 1988 to 2004 Current Population Survey (CPS) data.

r: Revised estimates based on expanded CPS sample and 2000 decennial census-derived weights.

How Many Single Mothers Are Poor Despite Working? Figure 18
shows the trend in the distribution of annual hours worked by poor lone-mothers
from 1987 to 2003. Thefigureshows, for example, that poor |one-mothersincreased
their job attachment during these years, based on annual hours of work. The picture
of hoursworked mirrorsthe employment rate numbersdepicted earlier,in Figure17.
Hours worked among poor lone-mothers increased over the same period in which
their employment rates were increasing. Lone-mothers are not only more likely to

®> Bruce D. Meyer and Dan T. Rosenbaum attribute 60% of the increase in single mothers
weekly and annual employment between 1984 and 1996 to the EITC. See their paper,
“Welfare, the Earned Income Tax Credit, and the Labor Supply of Single Mothers,” NBER
Working Paper No. 7363, Sept. 1999.
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beworking in the later years than in earlier years, but are likely to be working more
hours. For example, in 1995, half of all poor lone mothersdid not work, asindicated
by the median number of hoursworked (i.e., estimated hours worked was zero at the
50" percentile). By 1999 and 2000, half of all poor single mothers (the 50"
percentile) were working nearly 480 hours per year or more, and in 2000 20% (80"
percentile) wereworking 1,760 or more hours. Thefigureshowsthedeclinein hours
worked since 2000, for all but thetop 10% of poor working mothers (90" percentile),
probably reflecting the effects of the last recession on poor mothers work
attachment.

Figure 18. Annual Hours Worked by Poor Mothers in Mother-only

Families at Various Percentile Rankings of Hours Worked
1987 to 2003
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Source: Estimates prepared by the Congressional Research Service based on U.S. Census Bureau
Mar. 1988 through 2004 Current Population Survey (CPS) data.

Overal, among al types of families with related children, Census Bureau data
show that the incidence of “full-time work poverty” increased somewhat from 1987
t0 2003. Among all children, therate at which at least one of their parentswerefull-
time, full-year workers increased from 71.8% in 1987 to 79.8% in 2000, before the
rate again declined to 76.6% in 2003. The decline was due, at least in part, to the
2001 recession and unemployment in its aftermath. Tracking thistrend, the percent
of poor childreninfamilieswhere one parent wasafull-time, year-round worker rose
from 19.6% of poor children in 1987 to 35.4% of poor children in 2000, before
falling to 30% in 2003. The share of children in families with lone mothers who
worked full-time year-round also increased fairly sharply, from 8.3% in 1987 to
21.6% in 2000, before falling to 16.6%. Increasesin the share of poor children in
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families with a full-year full-time worker were also observed for poor children in
married couple families.

Table 1. Percent of Related Children in Families Below the
Poverty Threshold with at Least One Full-Time, Year-Round
Worker, 1987-2003

Per cent of poor children with a full-time, year
round working parent

Per cent of
childrenin
familieswith a
full-time, year- Married
Year round working couple M other -only
parent All families families families

1987 718 19.6 36.5 8.3
1988 72.7 22.6 40.8 10.3
1989 72.3 224 412 94
1990 72.5 22.6 39.2 9.7
1991 71.3 20.8 37.3 104
1992 71.7 19.9 36.0 9.9
1993 71.4 215 38.8 9.6
1994 72.7 24.3 45.5 10.9
1995 73.9 254 44.6 14.1
1996 74.9 24.8 47.3 10.2
1997 75.5 254 457 13.2
1998 76.6 315 55.0 17.6
1999 78.4 314 514 18.6
2000 79.8 354 57.8 216
2001 784 319 53.3 18.7
2002 77.6 334 49.1 19.0
2003 76.6 30.0 52.6 16.6

Source: Table prepared by the Congressional Research Service, based on datafrom the U.S. Census
Bureau.

Government “ Safety Net” Policy

The framework for federal cash income support policy can be found in the
Socia Security Act and the Internal Revenue Code. A two-tier safety net was put
into place in the 1935 Act. Thefirst tier, consisting of Old-Age Insurance (usually
thought of associal security) (Titlell) and unemployment insurance (Titlelll) amed
to protect families from the economic risks associated with the retirement or
unemployment of their workers. Workers earned rights to these social insurance
benefits by paying payroll taxes in a covered job. The second tier made grants to
states to help make means-tested payments to specified categories of needy persons
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not expected to work, namely, theaged (Titlel),° children (with only one able-bodied
parent in the home) (Title IV), and the blind (Title X).

Added to the social insurance tier over time were Survivors' Insurance (1939
Social Security Act Amendments), Disability Insurance (1956 Amendments), and
Medicare (1965 Amendments) healthinsurancefor theelderly. Addedtothewelfare
tier over time was aid for needy persons who were permanently and totally disabled
(1952), replaced in 1972 by a 100% federal cash program for the aged, blind, and
disabled called SSI. Health insurance for low-income aged, blind, and disabled
persons and for needy families with children was added in the form of the Medicaid
program (1965 Amendments). Health insurance for low-income children ineligible
for Medicaid was added by enactment of the State Children’s Health Insurance
Program (SCHIP) (Balanced Budget Act of 1997). Also, the cash welfare program
for needy children was opened up to some unemployed two-parent families (1961)
and, finally (1996) was replaced by a block grant for temporary assistance.

The social insurance programs are designed to provide benefits when afamily
loses earnings becauseits breadwinner is permanently or temporarily out of thelabor
market (through death, disability, unemployment). At the outset the welfare
programs were restricted to persons not expected to work, but over time, work
requirements have been added to the cashwelfareprogram for familieswith children,
and it now places great stress on moving families from welfare to work.

In 1975, Congress enacted a program to explicitly support and supplement the
income of working poor parents— the EITC. This provision of the tax code makes
paymentsfrom the Treasury to parentswhose credit exceedsany incometax liability.
In FY 2003, EITC refunds totaling $34.2 billion were made to 19 million tax filers
(mostly working parents). In 1997, Congress created a child tax credit and, in 2001,
made it refundable for families with specified earnings.” In FY 2003, Treasury
refunds of child tax credits totaled $6.4 billion.

In addition child care subsidies have been expanded for familiesreceiving cash
welfare by the Family Support Act of 1998, the Omnibus Budget Reconciliation Act
of 1990, which created child care programs for the working poor, and the 1996
welfare reform law, which created entitlement child care funding. FY2003
appropriationsfor child caretotaled $4.8 billion ($2.7 billion for themandatory child
care block grant and $2.1 billion for the Child Care and Devel opment Block Grant).

Finally, the federal child support enforcement program (begun in 1972) has
shifted its role from reimbursing federal and state governments for welfare costs to
facilitating income transfers to families with children where one parent (usually the
father) isnoncustodial. Theincreased role of child support is particularly important
in light of the growth of female-headed families. In FY2003, child support
enforcement offices collected $21.2 billion: $10.3 billion assigned to TANF and

¢ Aid to the needy aged was placed in Title | as the most popular provision of the Social
Security Act.

" Before the 2001 law, the credit was refundable only to some taxpayers with three or more
children.
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former TANF families and $10.9 billion for families who were never on the cash
welfarerolls. Of the $10.3 billion for TANF families and former TANF families,
$7.2 hillion was distributed to former TANF families and $837 million to TANF
families, and most of the rest was used to reimburse federal and state governments
for the cost of cash welfare benefits.

Social Security. Asnoted above, the Social Security Act established an old-
age insurance system for workers; and later, social security was enlarged to cover
dependents and survivors of retired or disabled workers®2 With these additions,
socia security became a system of comprehensive insurance for al familieswith a
worker who paid social security payroll taxes.® If the family breadwinner died or
became disabled, socia security would provide cash for his dependents and
survivors. It was widely hoped that coverage by work-related socia insurance
eventually would eliminate most need for cash relief to families who lost their
breadwinner.

Today the federal government makes social security paymentsto almost 5% of
U.S. children. In December 2002, 3.816 million children received benefits. 1.8
million survivors of workers; 1.5 million dependents of disabled workers, and 0.5
million dependentsof retired workers. Inaddition, 0.2 million widowed mothersand
fathersreceived benefits. Inall, survivor and dependents’ benefits for children and
their parentstotaled $1.6 billion monthly, an annual rate of almost $20 billion. These
outlays, although not means-tested, have aided many thousands of children in poor
families.

In 2003, 20.4% of childreninfamiliesthat received socia security had incomes
below the poverty threshold, compared with a 16.9% poverty rate for children in
familiesthat did not receivesocial security. For related childreninfamiliesreceiving
social security, 23% received morethan half of their total family incomefrom social
security.™

Unemployment Insurance. The Socia Security Act also established the
federal-state unemployment insurance (Ul) program. This program provides
temporary unemployment benefitsto workers who are unemployed through no fault
of their own, provided they have earned a state-determined sum of wages during an
established base period, usualy the first quarter of the last five completed calendar
quarters, and are available for work.

Historically there has been concern that Ul eligibility rules present barriers to
low-wageworkerswith unstablework history. Towhat extent might unemployment

8 Child survivor benefits were first paid in Jan. 1940.
° Until 1950, social security omitted farm and domestic workers.

10 A Social Security Administration study foundthatinMar. 1996, Social Security provided
more than half of family income for aimost 35% of child beneficiaries (Chad Newcomb,
“Demographic and Economic Characteristics of Children in Families Receiving Social
Security,” Social Security Bulletin, vol. 65, no. 2, 2003-2004).
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benefits be available for former welfare recipients who lose a job?" Studies of
former cash recipientsin anumber of states conclude that most recipientswho leave
welfarefor work have sufficient earningsto qualify for Ul at some point after leaving
welfare> However, having sufficient earnings is only one of the qualifying
conditions for receiving Ul upon losing ajob. The job loss must be considered as
occurring through no fault of the potential recipient, a definition that varies among
the states. A study of welfareleaversin New Jersey, considered afairly liberal state
with respect to Ul digibility rules, found that as many as 60% of those with monetary
eligibility might have been disqualified for other reasons— especially the high rates
of voluntary quitting ajob. It found that about half of the job quitters did so for a
personal reason, such as a health problem, having to care for a child at home, or a
transportation issue. Advocates of broadening Ul rules to qualify more low-wage
workers have recommended that states permit job quits for “good reason.”

In 2003, children in married-couple families were more likely than children in
lone-mother families to receive Ul. Of the children in married-couple families
headed by a part-year worker who usually worked full-time schedules when
employed, 40% received Ul. The corresponding rate for children in femal e-headed
families was 25%. That year, 6 million children were in families that received Ul
(8% of all children). Of these 6 million children, 1 million (17.5%) remained poor.
Among childreninfemal e-headed families, 1.2 millionwereinfamiliesthat received
Ul but almost 0.7 million (40%) were poor.

Cash Public Assistance for Children. Before passage of the Social
Security Act in 1935, some states offered “mothers’ pensions’ so that needy mothers
could stay hometo raise their children. Thisaid was largely restricted to “ paternal
orphans,” children whose father had died.*® In responseto the Great Depression, the
Socia Security Act provided federal funds to enable states to help certain needy
groups, including children whose second parent was dead, incapacitated, or
continually absent from home — Aid to Dependent Children (ADC).** Theoriginal
purpose of AFDC wasto help states enable needy mothersto be full-time caregivers

1 For a discussion of unemployment insurance issues raised by the welfare-to-work
movement, see Rethinking Income Support for the Working Poor, Perspectives on
Unemployment | nsurance, Welfare, and Work, edited by Evelyn Ganzglassand Karen Glass
(Washington, D.C., National Governors Association, 1999).

12 See Anu Rangargjan, Carol Razafindrakoto, and Walter Corson, Sudy to Examine Ul
Eligibility Among Former TANF Recipients: Evidence from New Jersey, Final Report
(Princeton, N.J., Nov. 2002, Mathematica Policy Research, Inc.). Thisstudy was prepared
for the U.S. Department of Health and Human Services and the Department of Human
Services of New Jersey. See aso Anu Rangargijan and Carol Razafindrakoto,
Unemployment Insurance as a Potential Safety Net for TANF Leavers: Evidence fromFive
Sates (Princeton, N.J., Sept. 2004, Mathematica Policy Research, Inc.). Prepared for the
Department of Health and Human Services, Office of the Assistant Secretary for Planning
and Evaluation.

3 1n 1931, widows made up 82% of the needy mothers who received state aid (mothers
pensions) and whose marital statuswas known. Winifred Bell, Aid to Dependent Children
(New Y ork and London: Columbia University Press, 1965), p. 9.

14 1n 1962, the program was renamed Aid to Families with Dependent Children (AFDC).
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at home. Thus, it had no expectation of mothers’ work and no requirement for it. In
fact, the law penalized work by requiring statesto reduce benefits by the full amount
of any earnings (including those spent on work expenses).

However, this changed over the years. Gradually the assumption that AFDC
mothersbelonged at home faded asmore and more nonwelfare motherswent to work
and as rising numbers of unwed mothersjoined AFDC, atering the character of the
caseload.

Since the early 1960s, Congress has tried to promote work and self-support of
welfare families by means of work requirements, financial incentives,* and various
services. The first work rule (1961) applied to unemployed fathers (a group that
Congress admitted to AFDC — at state option — that year). Therulerequired states
to condition AFDC for Unemployed Fathers (AFDC-UF) on acceptance of work. In
1967, Congressestablished aWork Incentive Program (WIN) for AFDC familiesand
required states to assign “appropriate” persons to this education and training
program. The 1967 law required states to give AFDC parents who went to work a
financial reward: disregard of some earnings when calculating benefits.®® In 1971,
Congress removed from states the discretion to decide who must work or train.
Instead, it specified that states must assign to WIN all able-bodied custodial parents
except those with apreschool child, one under age six. In the Family Support Act
of 1988, Congress lowered the young child age threshold for work exemption. It
required statesto assign to anew Jobs and Basic Skills (JOBS) Training program for
AFDC familiesall able-bodied custodial parents except those with achild under age
three (under age one, at state option). However, the law required states to
“guarantee” child care for children below age six.

Finally, in 1996, Congress replaced AFDC with the TANF block grant. TANF
law requires states to engage certain percentages of adult recipients in specified
“work activities.” The law exempts no one from work participation, but it permits
statesto exempt asingle parent caring for achild under age one (and to exclude that
parent in calculating the state’ swork participation rate). In addition, the law barsa
state from penalizing asingle parent with a child under age six for failure to engage
in required work if the person cannot obtain needed child care because appropriate
care is unavailable (or available care is unsuitable). States decide individual
participation rules.

Monthly cash welfare benefits now go to about 5 million children. In FY 2003,
a monthly average of 4.1 million children received cash benefits from TANF

> 1n 1962, Congress removed the financial work penalty by requiring states to permit
working parents to add to their AFDC grant “any expenses reasonably attributed to the
earning of income.”

16 States were to disregard the first $30 monthly in earnings plus one-third of the remainder.
By regulation, the “reasonabl e’ work expense deduction, including child care cost (already
inlaw) wasadded tothe new disregard and taken last. 1n 1981, Congress capped the general
work expense disregard, added a capped child care disregard, and specified that these
disregards must be taken first; it also put a time limit on the one-third disregard. These
changes reduced the earnings level at which a person lost AFDC dligibility.
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programs or separate state-funded (TANF) programs, and in December 2002, 0.9
million disabled children received SSI payments. The TANF block grant is $16.6
billion per year. In FY 2003, about $7.7 billionin federal TANF fundswere spent on
ongoing basic cash aid. In addition, large outlays from TANF funds were made for
child care, job training, and various other services. FY 2003 benefit payments for
disabled SSI children totaled $5.6 billion.

Child Poverty Trends Since Passage of TANF (1996). The TANF
block grant program, enacted in August 1996 (P.L. 104-293), ended the entitlement
to cash aid of families found needy by their state. TANF seeks to end dependence
on government benefits (and reducefamily need) by promoting job preparation, work
and marriage. TANFisawork-conditioned and time-limited program of relief. With
some hardship exceptions, states may not use federal TANF funds to pay ongoing
basic cash relief for longer than 60 monthsto anindividual adult (or her family). The
TANF law (the Personal Responsibility and Work Opportunity Act) made sweeping
changes in other welfare programs (for example, it eliminated federal welfare
benefits for most legal immigrants, reduced SSI benefits for children, and restricted
food stamp benefits).” At passage, the Congressional Budget Office (CBO)
estimated that it would reduce federal outlays by anet total of $54.1 billion over five
years (with 44% of savings attributed to restrictions on benefits for noncitizens, and
43%tofood stamprevisions). AnUrban Institute study projected that thelegislation,
when fully phased in, would increase the poverty population (measured by the
official pre-tax money income definition) by 0.8 million persons, or 2%.®

To promotework, TANF law requires states, under pain of financial penalty, to
engage a certain percentage of adult recipients in specified work or work-related
activities. All states were required to begin TANF by July 1, 1997, but most did so
earlier. The incidence of poverty among all related children in families fell from
19.2% in FY 1997 to below 16% in FY 2000-01, but climbed to 17.2% in FY 2003
after the 2001 recession. The number of related poor children fell from 13.4 million
in 1997 to 11 million in 2000, but then rose to 12.3 million in 2003. Thus, the net
drop over the six years was 1.1 million children (8%).

Work by TANF Adults. Many TANF parents combine welfare with work.
Almost all statesnow offer financial incentivesfor work, permitting TANF recipients
to keep aportion of TANF benefitswhen they work.™ States may usefederal TANF
fundsto pay for thiswork incentive for 60 months (longer, in cases of hardship). In
addition, the EITC offers a cash supplement (at maximum, 40 cents per earned
dollar) for aworker with two children. CRS analysisof national TANF datafilesfor

1 Congress later modified many of these provisions.

18 Using a broader measure of poverty (post-tax cash income plus noncash aid from food
stamps and housing assistance) the study projected that the legislation would add about 1.1
million children (12%) to the poverty rolls. SheliaZedlewski, SandraJ. Clark, Eric Meiei,
and Keith Watson, Potential Effects of the Congressional Welfare Reform Legislation on
Family Income, Research Report (Washington, D.C., The Urban Institute, July 26, 1996),
p. 2, www version: [http://www.urban.org/url.cfm?1D=406622].

19 See CRS Report RL32598, TANF Cash Benefits as of January 1, 2004, by Meredith
Walters, Gene Falk, and Vee Burke, Sept. 23, 2004, pp. 10-15.
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FY 2002 shows that 35% of all TANF recipients who engaged in recognized work
activitiesdid so for 35 or more hours per week (20%, for 40 or more hours weekly).
The movement of TANF mothersinto the labor market makes them eligible for the
EITC and, potentially eligible— depending upon their work history and earnings—
for coverage by the Socia Security programs of Old-age, Disability, and Survivors
Insurance and for unemployment insurance.

Money Income Poverty Rates of Children, by Income Source

Although there are numerous government “safety net” programs that aid
familieswith children, the chief component of money income for most familieswith
childrenisearnings. Thefirst barsin Figures 19 and 20 show what child poverty
rates in 2003 would have been if families had no cash income other than earnings.
The rates would have been 21.8% for all related children and 51.8% for related
children in lone-mother families. The last bars show the official money income
poverty rates, 17.2% for all related children and 41.8% for children being raised by
the mother alone. In succession, the intervening bars show the poverty-reducing
contributions of (1) cash from other family effort (property income, private pensions,
child support and alimony), and (2) government cash transfers (social insurance,
other cash benefits, and cash welfare). Ingeneral, the official poverty rates are about
20% lower than market income (earnings only) poverty rates. Figures 19 and 20
show only sources of pre-tax money income (income counted in determining official
poverty rates). They exclude noncash aid and tax benefits.
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Figure 19. Poverty Rates of All Related Children, 2003,
by Source of Income
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Figure 20. Poverty Rates for Related Children in Lone Mother
Families, 2003, by Source of Income
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Conclusion

Asthisreport shows, earningsarethe chief determinant of official child poverty
rates. A family’searnings depend on the wage ratesthat its members can command,
the number of its earners, how much they work weekly and how many weeks they
work yearly. Child poverty rates are correlated with factors associated with wage
rates, such asthe parent(s)’ educational attainment and work experience (ageis used
in this report as a proxy for potential work experience); the amount of work done
during ayear; and family type, which affects the likelihood that a family will have
asecond earner.

Without family earnings, achild isalmost certain to be poor; but earnings often
fail to overcomepoverty. In 2003, 30% of all poor children wereofficialy classified
aspoor despitefull-time, year-round work of theadult. 1t seemsunrealistic to expect
that these parents, who are already working at |east full-timeall year, can work many
morehours. Inmarried-couplefamilies, additional market work from aspouse might
helptolift somefamilies’ incomesabove poverty, but at the cost of having to arrange
for alternative meansof child care. For these working poor families, the route out of
poverty may be through higher wages. This suggests the need for upgrading skills
and education of many working parents. The ability to find and keep afull-timejob
isessential, but so too is job advancement.

The report also shows that about 18.7% of al poor children have parents who
work full time but lessthan year round, and 17.9% have parents who work part-time
year round. Though women are more likely to work part-time than men, only 22%
of poor children in mother-only families have mothers who usually work part-time
schedules.

For some of the families in which the parent works less than full-time, year-
round, moreweeksor hours of work may alleviate poverty. However, theremaining
34% of poor children have no family earner. They face persistent poverty. Who are
the nonworking parents, and why don’'t they have ajob? Isit because of alack of
jobs, lack of effort, personal problems or disabilities? How well does the current
safety net deal with the problem of families headed by parents with little or no
attachment to the world of work?

Accessto two major parts of the safety net, social insurance and refundable tax
credits, is restricted to families with a current or previous wage earner. Social
insurance, intheform of social security retirement, survivors' and disability benefits
and unemployment insurance, makes payments to families in which a breadwinner
lacks the ability to earn market income because of death, old-age, or disability, or
structural or cyclica downturns in the economy. Rights to these benefits are
established through work, and are characterized asearned entitlements. Although not
targeted on the poor per se, together, these programs have a significant impact on
reducing poverty among families with children.

The federal government supplements low earnings of parents with billions of
dollarsinrefundable Earned Income Tax Credits. Asawork support, the EITC helps
to offset the financial disincentives relating to work that poor families face under
traditional welfare programs. For some families with very low earnings the EITC
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may supplement up to 40 cents on every dollar aparent earns. The EITC isthought
to have played a mgor role in moving families off cash welfare through increased
work — especially for families headed by single parents. Although these payments
are not counted in the official poverty measure (not counted also are work expenses
such as payroll taxes), the EITC surpassestherole of cash welfarein assisting lower
income familieswhen measured in terms of federal dollars spent. Under alternative
definitions of poverty that include food stamps and the EITC as income, full-time
minimum-wage work by a parent lifts the income of many families above poverty.
The federal government also supplements earnings of many working families by
means of the refundable child tax credit.

The remaining tier of the social safety net consists of need-tested cash and
noncash benefits. Means-tested aid for families with children underwent a major
transformationin 1996, after several decadesof tinkering and social experimentation.
The 1996 welfarereformlaw endedindividual entitlement to cashaid, created TANF
block grants to states, put a time limit on benefits, and conditioned continued
eligibility on work. It imposed work participation requirements on states and
increased child care subsidies. Welfare caseloads have declined dramatically since
creation of TANF, and the incidence of child poverty has been reduced somewhat.
More single mothers are working, but many, though working, are still poor.

Other major “socia supports’ such as food stamps, housing subsidies and
medical benefits provide assistance to the poor, and near poor, but are not counted
under the official poverty measure. Together, these programs, along with cash
welfare, cast an uneven net of basic support to families. Moreover, when parents
receiving need-tested benefits go to work, benefits usually are significantly reduced
as earnings increase, at times creating perverse disincentives to work. Implicit tax
rates on work faced by poor families (through these earnings-related benefit
reductions) far exceed explicit tax rates faced by families in the highest federal
income tax brackets. Thus, for many families with limited earnings capacity, the
route towards self-sufficiency can at times be a steep climb, yielding only small
economic gain for additional work effort.

Much of therecent debate during consideration of welfarereform|legislation has
focused on requiring work and “making work pay,” by increasing the rewards to
work. However, the world of work does not guarantee a steady income. Risks
include loss of ajob and periods of unemployment, including those stemming from
the normal economic cycle during recessions. Are programs of social insurance
(unemployment insurance) and cash welfare (TANF) structured to hedge against the
risk of job loss in the current labor market? Do other programs aimed at
supplementing low wages (for example, the EITC) provide timely help to families
who suffer temporary job |oss?

Government is challenged to increase family self-support through work-based
policies, while addressing the poverty of children whose parent has no attachment to
thelabor force. Thedilemmaishow to help childrenin nonworking familieswithout
undermining the efforts of working parents.
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Appendix A: Support Tables to Selected Figures
in this Report

Table Al. Poverty Rates and Number of Poor Children,
by Family Type, 1959-2003
(Support Table for Figures 13-15)

Number of poor related

Poverty ratesfor related children under age 18
children under age 18 (in thousands)
Femalee Male Femalee Male-
All headed present All headed present

Y ear families families families families families families

1959 26.9 72.2 224 17,208 4,145 13,063
1960 26.5 68.4 22.3 17,288 4,09 13,193
1961 25.2 65.1 21.0 16,577 4,044 12,533
1962 24.7 70.2 19.9 16,630 4506 12,124
1963 22.8 66.6 18.0 15,691 4554 11,137
1964 22.7 62.3 18.2 15,736 4422 11,314
1965 20.7 64.2 15.7 14,388 4,562 9,826
1966 17.4 58.2 12.6 12,146 4,262 7,884
1967 16.3 54.3 115 11,427 4,246 7,181
1968 15.3 55.2 10.2 10,739 4,409 6,330
1969 13.8 54.4 8.6 9,501 4,247 5,254
1970 14.9 53.0 9.2 10,235 4,689 5,546
1971 15.1 53.1 9.3 10,344 4,850 5,494
1972 14.9 53.1 8.6 10,082 5,094 4,988
1973 14.2 52.1 7.6 9,453 5,171 4,282
1974 15.1 51.5 8.3 9,967 5,387 4,580
1975 16.8 52.7 9.8 10,882 5,597 5,285
1976 15.8 52.0 85 10,081 5,583 4,498
1977 16.0 50.3 85 10,028 5,658 4,370
1978 15.7 50.6 7.9 9,722 5,687 4,035
1979 16.0 48.6 85 9,993 5,635 4,358
1980 17.9 50.8 104 11,114 5,866 5,248
1981 195 52.3 11.6 12,068 6,305 5,763
1982 21.3 56.1 13.0 13,139 6,696 6,443
1983 21.8 55.4 135 13,427 6,747 6,680
1984 21.0 54.0 125 12,929 6,772 6,157
1985 20.1 53.6 11.7 12,483 6,716 5,767
1986 19.8 54.4 10.8 12,257 6,943 5,314
1987 19.7 53.7 10.6 12,275 7,019 5,256
1988 19.0 529 10.0 11,935 6,955 4,980
1989 19.0 51.1 104 12,001 6,808 5,193
1990 19.9 53.4 10.7 12,715 7,363 5,352
1991 21.1 55.4 111 13,658 8,065 5,593
1992 21.6 54.6 11.8 14,521 8,368 6,153
1993 22.0 53.7 124 14,961 8,503 6,458
1994 21.2 52.9 11.7 14,610 8,427 6,183
1995 20.2 50.3 10.7 13,999 8,364 5,635

1996 19.8 49.3 10.9 13,764 7,990 5,774
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Poverty ratesfor related

children under age 18

Number of poor related
children under age 18
(in thousands)

Femalee Male- Femalee Male

All headed present All headed present
Y ear families  families families families families families
1997 19.2 49.0 10.2 13,422 7,928 5,494
1998 18.3 46.1 9.7 12,845 7,627 5,218
1999 16.6 421 9.1 11,678 6,694 4,984
2000 15.6 40.1 8.6 11,005 6,300 4,705
2001 15.8 39.3 8.8 11,175 6,341 4,834
2002 16.3 39.6 9.2 11,646 6,590 5,056
2003 17.2 41.7 95 12,340 7,106 5,234

Source: Table prepared by the Congressional Research Service, based on data from the U.S.
Census Bureau.

Table A2. Number of Mothers Maintaining Families Who Were

(in thousands)

(Support Table for Figure 16)

Employed, by Age of Youngest Child: 1995-2003.

Y oungest child under 6

Y oungest child 6-17

All children under 18

Tota Employed Total Employed Total Employed

Y ear mothers mothers ~ mothers ~ mothers  mothers ~ mothers

1995 3,073 1,613 4,360 3,142 7,433 4,755
1996 3,076 1,699 4,393 3,221 7,469 4,919
1997 3,092 1,882 4,531 3,393 7,623 5,276
1998 2,936 1,867 4,638 3,573 7,573 5,440
1999 2,931 1,976 4,722 3,737 7,653 5,713
2000 2,945 2,036 4,668 3,715 7,613 5751
2001 2,916 1,967 4,750 3,743 7,665 5,710
2002 3,094 2,054 4,959 3,856 8,053 5,910
2003 3,061 1,953 5,009 3,851 8,069 5,804

Source: Table 4 in annual news releases on Employment Characteristics of Families. U.S.
Department of Labor.
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Table A3. Employment Rates of Single Mothers and Married
Mothers, by Age of Youngest Child, March 1988 to March 2004
(percent of single mothers employed in March, Support Table for Figure 17)

Single mothers Married mothers
With a| Youngest With a | Youngest
child child Youngest [ Youngest] child child | Youngest| Youngest
under | under age| child age| child age] under |under age| child age| child age

Year agel8 3 3to5 6tol7 | agel18 3 3to5 6to17

1988 57.4 35.1 52.9 69.1 61.8 50.7 58.1 69.6
1989 58.2 37.9 53.1 70.0 63.0 51.4 60.8 70.6
1990 60.3 38.0 61.0 70.9 63.4 52.7 60.9 70.8
1991 58.1 36.6 55.7 70.2 63.1 52.7 60.5 70.5
1992 57.3 35.2 54.1 69.8 63.9 53.1 59.4 71.9
1993 57.3 35.1 54.8 70.4 63.9 53.2 59.4 71.9
1994 58.0 37.7 55.2 69.3 65.5 56.0 61.2 72.6
1995 61.1 43.1 58.5 70.5 67.1 57.4 63.9 734
1996 63.5 44.7 60.4 72.9 67.6 58.2 63.3 74.2
1997 65.6 51.5 64.3 72.0 68.5 58.3 64.4 75.2
1998 68.8 54.8 63.7 76.4 67.9 58.3 64.1 74.2
1999 70.7 55.8 69.8 7.1 67.9 57.0 63.1 75.1
2000 72.8 59.1 72.7 78.5 68.4 56.8 66.0 75.0
2001 73.0 56.1 74.4 79.8 68.5 57.1 64.7 75.4
2001r 72.5 57.6 71.3 79. 68.0 56.0 64.2 75.1
2002 71.2 57.9 71.0 76. 66.7 54.9 61.7 74.1
2003 69.6) 54.8 69.3 75. 66.3 53.5 61.7 74.2
2004 69.7 54.1 69.5) 75. 65.3 52.4 62.3 72.7

Source: Congressional Research Service (CRS) estimates based on analysis of U.S. Census
Bureau Mar. 1988 to 2004 Current Population Survey (CPS) data.

r: Revised estimates based on expanded CPS sample and 2000 decennial census-derived weights.



CRS-34

Table A4. Annual Hours Worked by Poor Mothers in Mother-only Families
at Various Percentile Rankings,
1987 to 2003
(Support Table for Figure 18)

50th
10th 20th 30th 40th percentile 60th 70th 80th 90th

Y ear percentile percentile percentile percentile  (median) percentile  percentile percentile percentile

1987 0 0 0 0 0 80 450 1,040 1,680
1988 0 0 0 0 0 120 480 936 1,716
1989 0 0 0 0 0 128 480 1,040 1,664
1990 0 0 0 0 0 208 600 1,080 1,680
1991 0 0 0 0 0 192 546 1,040 1,800
1992 0 0 0 0 0 120 550 1,040 1,664
1993 0 0 0 0 0 120 480 1,040 1,760
1994 0 0 0 0 0 252 640 1,150 1,820
1995 0 0 0 0 0 340 784 1,320 2,080
1996 0 0 0 0 80 432 800 1,300 1,840
1997 0 0 0 0 255 600 1,040 1,456 2,080
1998 0 0 0 21 400 700 1,040 1,584 2,080
1999 0 0 0 132 480 840 1,200 1,600 2,080
2000 0 0 0 60 480 875 1,280 1,760 2,080
2001 0 0 0 0 320 780 1,144 1,664 2,080
2002 0 0 0 0 320 780 1,170 1,664 2,080
2003 0 0 0 0 260 660 1,040 1,560 2,080

Source: Estimates prepared by the Congressional Research Service based on U.S. Census Bureau, Mar. 1988 through 2004 Current Population Survey (CPS) data.



