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Chapter 1

Changing Poverty and Changing
Antipoverty Policies

Maria Cancian and Sheldon Danziger

It is not surprising that the severe economic downturn that began in late 2007
reduced employment and earnings and raised the official poverty rate. What
many readers may find surprising, however, is that even during the long eco-

nomic expansions of the 1980s and 1990s the official poverty rate remained higher
than it was in 1973. Since the early 1970s, dramatic changes in the economy, in the
social conditions that affect the demographic composition of the population,
and in public policies have combined to reduce the antipoverty effects of eco-
nomic growth. Even though gross domestic product (GDP) per capita has grown
substantially since the early 1970s, the antipoverty effects of this growth were
substantially lower than they were in the quarter-century that followed the end of
World War II. Economic growth is now necessary, but not sufficient, to signifi-
cantly reduce poverty. Antipoverty policies must be expanded and reformed to
address these new demographic and economic realities.

This volume examines changing poverty and changing antipoverty policies in
the United States since the early 1970s. The chapter authors consider both how
economic and demographic changes have changed which individuals and fam-
ilies are poor and how antipoverty programs and policies have, and have not,
changed in response. Poverty rates have declined for some demographic groups
and increased for others. The authors address the range of economic, social, and
public policy factors that have contributed to changing levels of poverty and
examine how changes in existing programs and policies and the implementation
of new programs and policies might reduce poverty in the future. Some of these
policies would supplement the incomes of today’s low-income families, while
others aim to prevent poverty by raising employment and earnings—either in
the near future or in the next generation.

Most analyses in this volume utilize the Census Bureau measure of poverty,
adopted in the late 1960s, according to which an individual is counted as poor if
his or her current money income from all sources and from all related family mem-
bers falls below the official poverty line. In 2008 a family of four was considered
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poor if its money income before payment of taxes was less than $22,017; a single,
non-elderly person was poor if his or her pretax money income was less than
$11,201. Measuring poverty requires analysts to confront many conceptual and tech-
nical issues. As discussed in the chapters by Daniel Meyer and Geoffrey Wallace and
by Robert Haveman, many researchers consider the current poverty measure out-
dated. The official poverty rate remains, however, one of our nation’s most impor-
tant social indicators. Despite its flaws, it provides valuable information on how far
the nation still has to go to reach President Lyndon Johnson’s goal, set out in 1964,
when he declared “War on Poverty”—the elimination of income poverty.

How best to understand the range of factors that lead some people to become
poor or to remain poor is contentiously debated. Some explanations suggest that
poverty is primarily the consequence of an individual’s own choices regarding
investments in education, job search efforts, and motivation to work and his or her
decisions about family formation and childbearing. Other explanations emphasize
structural factors that shape the set of choices available to an individual and that
differ systematically by, for example, parental socioeconomic status, race, and gen-
der. Structural factors include changes in the nature of available jobs brought about
by technological changes, globalization, and economic policies and unequal access
to good schools and employment opportunities due to residential segregation or
discriminatory practices.

Because so many complex interactions affect an individual’s money income, a
single poverty experience can reasonably be explained in different ways. Consider
a single mother who did not graduate from high school and has now lost her
minimum-wage service-sector job after missing a few days of work to care for a
sick child with chronic asthma. Is her family now poor because of a short-term
health crisis? If so, is the crisis due primarily to the mother’s failure to make alter-
native child care arrangements and call her employer when she missed work, or
is it primarily due to the nature of low-wage jobs, which usually do not provide
workers with even unpaid sick leave or subsidized health insurance? Or is her
family’s economic vulnerability due to the personal choices she made when she
dropped out of high school and gave birth to a child outside of marriage? To what
extent does graduating from high school reflect an individual’s own choices,
efforts, and motivation, as opposed to the quality of his or her educational oppor-
tunities, which vary with property values in the local school district and other fac-
tors largely beyond individual choice or control? As these questions illustrate, the
causes of poverty are varied and difficult to disentangle, and it is hardly surprising
that poverty researchers and policy analysts disagree about which policy changes
would most effectively reduce poverty.

To make recommendations about promising antipoverty policies, the authors
here analyze how economic, demographic, social, and public policy changes since
the early 1970s have shaped the choices and structural constraints that individuals
face and the consequences of these changes for understanding changes in poverty.
Several chapters discuss the changing economy and changing labor market, which
have affected employment and earnings and, hence, changing patterns of poverty
for men and women. Others examine the changing demographic composition of
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the population—particularly increases in single-mother families and increased
immigration—and their effects on poverty. Others analyze the changing role of
public policies relating to labor markets, income support programs, education and
training programs, health insurance, and family policies in reducing poverty among
today’s adults and preventing poverty in the next generation.

Before we describe each chapter, we review three crosscutting factors that shape
the extent and nature of poverty and the impact of those factors on prospects for
reducing poverty: the changing role of race and ethnicity in the labor market
and society; changing gender roles, which have influenced both trends in the
labor force participation of women and patterns of family formation and child-
bearing; and the recent history of social welfare programs and policies. Follow-
ing the chapter reviews, we outline high priority elements of a new antipoverty
agenda.

THE CHANGING ROLE OF RACE AND ETHNICITY:
UNEVEN PROGRESS AND PERSISTENT DISPARITIES

The large and persisting differences in poverty rates between racial and ethnic
groups are an enduring and troubling aspect of our nation’s social and economic
history. In 1950 three out of four black Americans had incomes below the level spec-
ified by the official poverty line; in contrast, about 35 percent of whites were poor.1
Both the high absolute level of black poverty and the disparity between the eco-
nomic status of whites and blacks challenged the American ideal of equal opportu-
nity. The second half of the twentieth century was a period of great, but uneven and
incomplete, progress. Although overt, legally sanctioned discrimination explicitly
based on race and ethnicity has largely been eliminated, public policies and institu-
tional practices continue to have effects that differ by race and ethnicity and that
disadvantage minorities.2 Moreover, the lingering effects of past discrimination in
schooling, housing markets, and labor markets reduce the ability of racial and eth-
nic minorities to take full advantage of contemporary opportunities (Lin and Harris
2008). Although the absolute gap in poverty rates between whites and racial and
ethnic minorities has narrowed since the 1960s, continuing large disparities raise
challenges for antipoverty policies.

The 1950s and 1960s were decades of rapid economic growth that raised earnings
for workers of all races, ethnicities, and educational groups. Changes in public poli-
cies and civil rights legislation increased access to educational and job opportunities
and contributed to relative income growth and occupational gains for black
Americans. By 1969 poverty rates had fallen to 31 percent for blacks and 8 percent
for whites. Although blacks were more than three times as likely as whites to be
poor, the racial gap in poverty rates had fallen from forty percentage points in 1949
to twenty-three in 1969.

The 1970s and 1980s saw additional progress in reducing discriminatory barri-
ers based on race and ethnicity, but slow economic growth, coupled with higher
unemployment rates and falling real wages for workers with no more than a high
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school diploma, brought progress against poverty to a halt for all racial and eth-
nic groups. Minorities were overrepresented among workers with a high school
diploma or less, a group whose wages and employment prospects fell relative
to those of college graduates. Slow and unequal growth resulted in a unique
period in recent American economic history—two decades over which the official
poverty rate rose. In 1973 the official rate was 7.5 percent for white non-Hispanics,
31.4 percent for blacks, and 21.9 percent for Hispanics. In 1993 the rates for whites
and blacks had increased modestly to 9.9 percent and 33.1 percent, respectively.
The rate for Hispanics, however, had increased substantially to 30.6 percent—in
part reflecting increased immigration (on immigration-related changes in the
composition of the Hispanic population and their consequences for both the
Hispanic and overall poverty rates, see Raphael and Smolensky, this volume).

The economic boom that started after the recession of the early 1990s resulted
in the lowest unemployment rates since the late 1960s—4 percent in 2000—and
the inflation-adjusted wages of less-educated workers, which had fallen between
the early 1970s and the early 1990s, increased. Tight labor markets and rising real
wage rates for less-educated workers had a larger positive effect on the incomes
and poverty rates of black and Hispanic families than on those of white non-
Hispanic families—both because black and Hispanic workers were more likely
than whites to have less education and because, among less-educated workers,
blacks and Hispanics made larger gains than whites. Between 1993 and 2000, the
poverty rate for white non-Hispanics fell from 9.9 percent to 7.4 percent, while the
poverty rate for minorities dropped dramatically. The rate for blacks declined
from 33.1 percent to 22.5 percent, and the rate for Hispanics from 30.6 percent to
21.5 percent.

Poverty rates increased following the 2001 recession and the slow growth in
employment in the subsequent six years. In 2007, 8.2 percent of white non-
Hispanics, 24.5 percent of blacks, and 21.5 percent of Hispanics were poor. Among
other racial and ethnic groups, poverty rates in 2007 were high among Native
Americans (25 percent) and relatively low for Asian Americans (10 percent). Given
the recession that started in December 2007 and the very large number of jobs lost
since then, poverty rates will be even higher at the end of 2009 and are unlikely to
reach the lower rates of 2000 for several years after that.

Absolute disparities in poverty rates fell over the latter decades of the twentieth
century but remain large. The gap between whites and Hispanics was thirteen
points in 2007 compared to twenty-one points in 1993. The black-white gap in
poverty rates was sixteen percentage points in 2007, substantially smaller than the
twenty-four-point gap in 1993 and the forty-point gap in 1950. However, the rates
for blacks, Hispanics, and Native Americans in 2007 were higher than the 1959
rate for whites—18.1 percent. In 2007 blacks and Native Americans remained
three times as likely as whites to be poor, with white-Hispanic differentials only
slightly smaller.

The progress in reducing the official poverty rate and the narrowing of race-
ethnic disparities reflect overall economic growth over the last half of the twenti-
eth century, expanded income support policies (especially for the elderly), and the
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elimination of most explicit discriminatory policies and practices. Remaining dis-
parities reflect the vulnerability engendered by a history of disadvantage as well
as more subtle forms of discrimination—the institutional structures, policies, and
attitudes that have been more resistant to change (Lin and Harris 2008).

The persistent disparity in poverty rates across racial and ethnic groups reflects
both race-specific and race-neutral factors. Because about half of the 37 million
poor Americans are either black or Hispanic, race-neutral economic changes and
public policy changes that affect low-wage workers and low-income families dis-
proportionately affect racial-ethnic minorities. But race and ethnicity, as well as
other factors, also directly shape the context and content of public policies in ways
beyond those associated with the disproportionate representation of minorities
among the poor.

Consider, for example, recent trends in educational attainment and changes in
wages for workers with differing educational attainments. One of the most powerful
labor market changes since the 1970s has been increasing returns to education, owing
primarily to increased employer demand for college-educated workers and
decreased demand for high school dropouts and high school graduates, particularly
among men. For example, many less-educated men with high-wage jobs worked in
manufacturing industries in the quarter-century following World War II. The num-
ber of these jobs has decreased dramatically since the early 1970s, and that trend has
accelerated in the first decade of the twenty-first century. As a result, the earnings of
black and Hispanic men have fallen relative to those of white men; this decrease is
largely a “mechanical” or “race-neutral” labor market effect due to the dispropor-
tionate representation of these minorities among less-educated workers.

On the other hand, the disproportionate share of blacks and Hispanics with
low levels of education is due in part to continuing high levels of racial residen-
tial segregation and the related restricted educational opportunities available to
children of color. For example, recent audit studies have documented continued
high levels of housing discrimination, including reduced access to available
units and racial steering (Turner et al. 2002). These discriminatory practices con-
tribute to the tendency for racial and ethnic minorities, especially blacks, to live
in areas of concentrated poverty (Stoll 2008). Because school quality is negatively
correlated with the neighborhood poverty rate, even in the absence of discrimi-
nation in educational opportunity directly related to race or ethnicity, historical
and persisting patterns of residential segregation restrict access to educational
opportunities.

Another factor that has negatively affected the employment prospects of minor-
ity workers who are residentially concentrated in central cities is the movement of
jobs from central cities to suburbs and the rapid expansion of employment outside
of central cities in the last quarter of the twentieth century (Stoll and Raphael
2000). Moreover, some employers relocated their firms from the central cities to
the suburbs in reaction to the “browning” of central cities. That is, the spatial mis-
match between minority workers and jobs reflects both technological changes that
made suburban location for some firms more efficient and racially motivated relo-
cations by firms seeking a “whiter” workforce (Holzer 1996; Stoll 2006).
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Less-educated minority men also have been disproportionately affected by the
rapid increase in incarceration rates since the 1980s. In 2006 about 5 percent of all
African American men were incarcerated—about six times the rate for whites, and
more than twice the rate for Latinos. Steven Raphael (2007) notes that, in 2001,
2.6 percent of non-Hispanic white men, 16.6 percent of non-Hispanic black men,
and 7.7 percent of Hispanic men had served time in prison. Among recent cohorts
of less-educated men, incarceration rates are dramatically higher: for example, over
two-thirds of black male high school dropouts, and one-third of those with less than
a college education, had been incarcerated by the time they reached their early thir-
ties (Western and Wildeman 2009). Racial and ethnic disparities in incarceration
reflect both differences in criminal behaviors and differential treatment by the crim-
inal justice system. That is, blacks and Hispanics are both more likely to engage in
criminal behavior—in part, reflecting restricted employment opportunities—and
more likely to face incarceration as a consequence—reflecting explicit and implicit
discrimination within the criminal justice system (Wheelock and Uggen 2008).

Mass incarceration has negative consequences for incarcerated individuals and
their families and for minority communities as a whole. For example, not only do
individuals who have been incarcerated face reduced employment prospects, but
some employers appear to discriminate against less-educated black men, regard-
less of the individual’s history of incarceration, because they assume that minority
men with sporadic employment histories have spent time in jail (Holzer, Raphael,
and Stoll 2006; Pager 2007).

Finally, as we discuss further in the next section, differences in patterns of fam-
ily structure across racial and ethnic groups contribute to racial-ethnic differ-
ences in poverty. Poverty is much lower for married-couple families than for
other family types for all racial and ethnic groups. In 2006, 71 percent of black
children, 50 percent of Hispanic children, and 27 percent of white children were
born to unmarried mothers (Martin et al. 2009), the family structure with the
highest poverty rate.

There is a long history of contentious debate among social scientists, policymak-
ers, and the public about the factors that account for declines in marriage, increases
in nonmarital childbearing, and racial and ethnic differences in these patterns (on
racial and ethnic differences in marriage and childbearing, see Cancian and Reed,
this volume). There have been dramatic changes in norms across racial, ethnic, and
socioeconomic groups regarding premarital sexual activity, nonmarital fertility,
cohabitation, and divorce that have reduced the stigma associated with nontradi-
tional family formation. Changes in women’s employment and related changes in
the timing of marriage and childbearing have had differential effects by education
level and therefore by race (Ellwood and Jencks 2004). Some analysts also attribute
the relatively low rates of marriage and high rates of nonmarital childbearing
among blacks to declines in the number of black men who earn enough to support
a family (Wilson 1996). The relatively low proportion of black men with family-
supporting earnings reflects the previously discussed decline in the relative wages
of less-educated men, the declining availability of jobs, and higher incarceration
rates. Moreover, the decline in the work and earnings of black men, especially

Changing Poverty, Changing Policies

6 /



young black men, stands in contrast to growing employment and earnings for
black women (Holzer 2009). These changing economic realities have interacted
with changing societal norms and expectations regarding marriage and parenting
(Edin and Kefalas 2005).

Regardless of causal factors, large differences in family structure have implica-
tions for labor market behaviors and the receipt of government benefits, which have
their own independent effects on the racial-ethnic disparity in poverty rates.
Many programs and policies have eligibility criteria or benefit levels that are related
to both marital status and economic status. These include cash welfare (now
Temporary Assistance for Needy Families, TANF), the Earned Income Tax Credit
(EITC), and Social Security, to name a few. As a result, these social policies differen-
tially affect racial and ethnic groups owing to their family structure differences.
Some scholars suggest that the racial and ethnic composition of the poor and of
potential program beneficiaries influences the generosity of public programs. For
example, Joe Soss and his colleagues (2001) find that the 1996 welfare reform was
implemented in ways that were correlated with the racial composition of a state’s
welfare caseload. As a result, a greater proportion of blacks and Latinos than whites
live in states that have stricter sanctions, work requirements, and other policies (see
also Lieberman 2001; Soss, Fording, and Schram 2008; Quadagno 1994).

Because minorities account for more than half of all poor persons, reducing the
overall poverty rate requires a reduction in the high rates of poverty among racial-
ethnic minorities. Race-neutral antipoverty policies that increase labor market
prospects for all less-educated workers and supplement the incomes of all workers
with low earnings and that address the challenges faced by single-parent families
can have a substantial effect. Given the lasting effects of discriminatory practices,
however, additional policies will be needed to reduce racial and ethnic disparities
in opportunities and outcomes.

CHANGING GENDER ROLES AND EXPECTATIONS

Since the 1960s, the United States and most other advanced economies have experi-
enced dramatic changes in gender roles and expectations regarding women’s choices
in the domains of education, marriage, childbearing, and employment. Growth in
women’s employment reflects large increases in married mothers’ work in the 1970s
and 1980s and in the employment of single mothers in the 1990s. For example, in
1970 only 40 percent of married women with children under the age of eighteen
worked outside the home; by 2006, 68 percent of such women worked for pay.

In part because of changing gender roles and in part because of increased labor
market opportunities, women are staying in school longer, marrying at later ages,
and having fewer children. For example, in 1964, among young adults between the
ages of twenty-five and twenty-nine, 69 percent of men and 70 percent of women
had completed at least a high school diploma, and 17 percent of men and 9 percent
of women were college graduates. By 2007 young women in this age group were
more likely to have graduated from both high school and college: 89 percent and
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33 percent, respectively, compared to 85 percent and 26 percent, respectively,
of men.

There has also been a large increase in the percentage of children who reside
with only one parent. This reflects higher divorce rates after the 1960s, a delay in
the age of first marriage, a decline in the percentage of women who marry, a lower
birthrate for married women, and a somewhat higher birthrate for unmarried
women. Maria Cancian and Deborah Reed (this volume) examine the complex
relationships between increased women’s work and earnings and decreased mar-
riage and fertility. Declines in marriage and increases in nonmarital childbearing
have increased women’s risk of poverty, whereas increased educational attain-
ment and employment and declines in the number of children per woman have
contributed to reductions in poverty.

These profound changes in gender roles and market work have important impli-
cations for the design of public policies and employer practices. Issues of family
leave, access to affordable child care, and child support payments from noncusto-
dial parents have all become widespread concerns that affect the resources available
to children and families across the distribution of income. But low-wage jobs gener-
ally offer few family-friendly benefits. Moreover, most public policies designed to
help parents balance work and family responsibilities are not well designed for low-
income families. For example, the $1,000 per child tax credit implemented by the
George W. Bush administration provides additional resources that can be used for
child care and other expenses. However, because the tax credit is not fully refund-
able, some low-income families that do not owe federal income taxes but do pay
Social Security taxes have not received the credit.3

Another example of a policy that is not well designed for low-income families
is the Family and Medical Leave Act (FMLA) of 1993. The act grants eligible
workers up to twelve weeks of unpaid leave during any twelve-month period to
care for a newborn or adopted child, to care for immediate family members with
a serious health condition, or to take medical leave for the employee’s own seri-
ous health condition. However, the FMLA exempts firms with fewer than fifty
employees, and low-wage workers are more likely than higher-wage workers to
be employed by small firms. FMLA also provides only unpaid leave, which is
not a viable option for most low-income families, who cannot rely on savings or
sufficient earnings from other family members (Waldfogel, this volume; Boots,
Macomber, and Danziger 2008).

The increased employment of mothers and changes in family formation patterns
have directly influenced changes in policies and programs focused on low-income
women. Although Aid to Families with Dependent Children (AFDC) was designed
in the 1930s to allow poor mothers (particularly, white widows) to stay home and
care for their children, the Personal Responsibility and Work Opportunity
Reconciliation Act (PRWORA) of 1996 (“welfare reform”) mandated work require-
ments for almost all cash welfare recipients, even the mothers of infants. This change
in expectations about the market work of welfare recipients in part reflects the
increased work of mothers not receiving welfare. According to Ron Haskins (2006,
18), “that working mothers, millions of them single, should work to pay taxes so that
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other single mothers could stay home with their children proved to be a highly
unstable political situation.”

The 1996 welfare reform also reflected public concerns about declining marriage
and increased nonmarital childbearing among the poor. Some analysts (for exam-
ple, Murray 2001) advocated cutting income supports to make single-parent fami-
lies less economically viable and to provide a greater incentive for single mothers
to marry the fathers of their children or give the children up for adoption.

Most mothers of young children work for pay at some time during the year, but
most do not work full-time, full-year. Nonetheless, many states have TANF work
requirements that expect such mothers to work full-time (Cancian and Reed, this
volume). Moreover, public policies do not adequately address the reality that
many poor women, compared to their middle-class counterparts, live in less stable
housing, in less safe neighborhoods, and have fewer options to purchase accept-
able child care. This makes it more difficult for poor mothers to find and hold jobs.
Thus, even though the poverty rate for single-mother families with children fell
rapidly in the decade following the 1996 welfare reform, their poverty rate remains
very high—36.5 percent in 2006, thirty percentage points higher than the rate for
married-couple families. Effective antipoverty policy will need to better respond
to the challenges associated with changes in family structure and the increasing
employment of mothers.

CHANGING SOCIAL PROGRAMS AND POLICIES

In January 1964, President Lyndon Johnson declared:

This administration today, here and now, declares unconditional war on poverty in
America. Our chief weapons in a more pinpointed attack will be better schools, and
better health, and better homes, and better training, and better job opportunities to
help more Americans, especially young Americans escape from squalor and misery
and unemployment rolls ( Johnson 1964).

Johnson and his economic advisers thought that the programs and policies that
the War on Poverty would launch, together with a growing economy that raised
the wages of most workers and low unemployment rates, would eliminate poverty
as officially measured within a generation. Their expectations were incorrect—
poverty remained as high in 2007 as it had been in 1968. However, given the eco-
nomic conditions of the 1960s, their optimistic projections were reasonable ones.
As mentioned earlier, poverty had fallen in the 1950s and 1960s, and Johnson’s
economists were confident that their fiscal and monetary policies could moderate
the business cycle and keep the economy growing (Tobin 1967).

They also expected that the enactment of the Economic Opportunity Act of
1964, which increased federal spending on education and training, and the imple-
mentation of additional policies to break down discrimination in schools and the
labor market would raise the employment and earnings of the poor, especially
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racial-ethnic minorities and women. Among the many programs launched by the
Economic Opportunity Act and the Higher Education Act of 1965 that still oper-
ate today are Head Start, the Job Corps, and Pell grants, subsidized Stafford loans,
and the work-study program for college students. Johnson’s advisers expected
that these new programs and policies would increase the ability of future genera-
tions of high school graduates to earn enough to escape poverty and increase the
likelihood that children from poor families would graduate from high school and
enroll in college.

Many among the poor in the mid-1960s were not expected to work—the elderly,
the disabled, and single mothers with young children—and many poor adults
were too old for investments in their education and training to be productive. As a
result, in the decade following declaration of the War on Poverty, there was rapid
growth in Social Security and welfare benefits designed to raise the incomes of
those not benefiting from economic growth.

A growing economy, expanding economic opportunities, and more generous
public benefits all contributed to a rapid decline in poverty from 19.0 percent to
11.1 percent between 1964 and 1973. The rapid poverty declines came to an end in
1973, however, and since then the official poverty rate has never fallen below the
1973 level. The intervening decades have been characterized, for the most part, by
slower economic growth. Real per capita GDP and real per capita personal income
grew more rapidly in the quarter-century following World War II than they did
in the last quarter of the twentieth century. Even this more modest economic
growth would have reduced poverty had it not been accompanied by rising
inequality in earnings and family income, with those at the bottom of the income
distribution falling further behind those at the top.

For most groups at high risk of poverty (except the elderly), growth in govern-
ment benefits also slowed after 1973. For some periods and some groups, there were
significant contractions in benefits. For example, the inflation-adjusted value of the
median monthly AFDC benefit, then the major cash assistance program for poor
single-mother families with children, fell substantially after the mid-1970s, and the
number of welfare beneficiaries fell dramatically after enactment of the 1996 welfare
reform. As John Karl Scholz, Robert Moffitt, and Benjamin Cowan (this volume)
document, growth in government benefits after the mid-1980s was targeted on
low-income workers, primarily through the Earned Income Tax Credit.

The failure of poverty rates to fall below their 1973 level contributed to a backlash
by policymakers and the public against antipoverty policies. Some critics blamed
the growth of antipoverty programs themselves for poverty’s failure to decline fur-
ther (Murray 1984; Mead 1985). In a February 15, 1986, radio address, President
Reagan expressed such a view:

In 1964, the famous War on Poverty was declared. And a funny thing happened.
Poverty, as measured by dependency, stopped shrinking and actually began to grow
worse. I guess you could say “Poverty won the War.” Poverty won, in part, because
instead of helping the poor, government programs ruptured the bonds holding poor
families together.
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Other critics argued that the goal of eliminating income poverty should be
replaced by the goal of changing the behaviors of the poor. An American Enterprise
Institute (AEI) task force concluded:

Money alone will not cure poverty; internalized values are also needed. The most
disturbing element among a fraction of the contemporary poor is an inability to seize
opportunity even when it is available and while others around them are seizing it.
Their need is less for job training than for meaning and order in their lives. An indis-
pensable resource in the war against poverty is a sense of personal responsibility.
(Novak et al. 1987)

Our reading of the evidence presented by Rebecca Blank (this volume) and
Sheldon Danziger and Peter Gottschalk (1995) is that poverty has not fallen below
the 1973 level in large part because of economic changes that led the real annual
earnings of working male high school graduates to fall in the three decades after
1973. The poverty rate would be somewhat lower today if fewer low-skilled men
had withdrawn from the labor market and if marriage rates had not declined so
much over these decades. These effects are small, however, compared to the
poverty-increasing effects of a labor market that shifted from a quarter-century
of rapid economic growth that benefited all workers to a quarter-century of
declining wages and employment prospects for workers with no more than a high
school diploma.

The impact of slow economic growth was exacerbated by a lack of public poli-
cies aimed at helping vulnerable workers and families adjust to the changing eco-
nomic realities. The Johnson administration proposed a range of education and
training opportunities and jobs programs and greatly increased federal subsidies
to help the disadvantaged during a period of economic growth. In recent decades,
however, government has provided less support at a time during which a chang-
ing labor market has increased the rewards for more years of schooling and
during which the rising costs of college have made increased public support for
students from low-income families more critical. Whereas the United States was a
leader in investing in education in earlier decades, it has failed to keep pace with
other countries in making the necessary skills and training broadly available.
At a time when changing industrial organization has contributed to fewer oppor-
tunities to move up within a firm and less job security in many sectors, govern-
ment spending on workforce retraining is much smaller than it was in the 1970s
(Holzer, this volume).

Poverty persists, not because the ideas of the War on Poverty planners were fun-
damentally mistaken, but because the changing economy increased economic hard-
ships for many workers and existing antipoverty policies did not respond
sufficiently to offset market-generated increases in poverty. Policies also failed to
respond adequately to largely unanticipated changes in family organization.
Poverty need not remain high. The historical evidence and the new analyses in this
volume document that certain antipoverty policies, if undertaken, can effectively
reduce poverty far below its current level.
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REVIEW OF THE CHAPTERS

The chapters of this book are organized into four sections. Current poverty levels
and the contribution of economic and demographic changes to the lack of progress
in reducing poverty since the early 1970s are discussed in part 1. Part 2 evalu-
ates poverty mobility—the consequences of childhood poverty for later life out-
comes and the chances that individuals with poor parents will escape poverty as
adults. Antipoverty policies, including income support policies, family policies,
education and workforce development policies, and health policy, are analyzed in
part 3. Finally, part 4 assesses the politics of poverty and related policies and recon-
siders how we define poverty and how new definitions of poverty and material
hardships might support new policy solutions.

This volume analyzes changes in poverty and changes in antipoverty policies in
the United States. However, a comparison of U.S. experiences with those of other
advanced economies can illuminate some of the underlying causes of poverty and
the prospects for change.4 As Daniel Meyer and Geoffrey Wallace document in the
next chapter, by a common measure, U.S. poverty rates are among the highest of
all advanced economies.

Some readers may find it surprising that poverty is higher in the United States
when our GDP per capita is higher, our unemployment rate is lower, and Americans
work more hours per year than workers in most other rich countries. However,
there is greater inequality in wages in the United States, lower unionization rates,
and a lower minimum wage. Thus a greater proportion of American workers are
poor than their counterparts in many European countries. In addition, government
social programs in the United States provide lower benefits to fewer families than
do government programs in other rich countries (Smeeding 2008; Scholz, Moffitt,
and Cowan, this volume).

Economic Changes, Demographic Changes, 
and Trends in Poverty

In chapter 2, Daniel Meyer and Geoffrey Wallace review how poverty is currently
measured and show how poverty differs among demographic groups—for instance,
poverty rates are relatively high for children (compared to adults and the elderly),
for blacks and Hispanics (compared to white non-Hispanics), and for families
headed by women (compared to married couples). Because of their size in the over-
all population, however, white non-Hispanics account for about 40 percent of all
poor persons. Fewer than half of all poor people live in female-headed households.

It is difficult to consistently measure poverty from the 1960s to the present
because the official measure counts only cash income and is increased each year
only to account for inflation. The official measure thus does not reflect the overall
rise in living standards, which has led many analysts to advocate for a higher
poverty line (Blank 2008). It also does not reflect the increase in government non-
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cash benefits and tax credits that raise the well-being of the poor but are not counted
as income by the official measure. Nonetheless, both the official measure and
alternative measures presented by Meyer and Wallace reveal little progress
against poverty for all persons for four decades—the official poverty rate was
12.8 percent in 1968, and 12.3 percent in 2006. While about one in eight people
were poor in both 1968 and 2006, poverty among the elderly fell from 
25.0 percent to 9.4 percent and child poverty rates increased from 15.4 percent to
17.4 percent. Poverty rates for blacks (32.8 percent versus 24.2 percent) and for
female-headed families (40.6 percent versus 31.9 percent) were also lower in 2006
than in 1968.

Meyer and Wallace discuss recent estimates comparing poverty in the United
States and ten other industrialized countries that show that the United States has
the highest proportion of poor households when households in a country are
counted as poor if they have incomes below 50 percent of the median income in
that country.5 Under this relative poverty measure, 17 percent of American house-
holds are poor. Of the other countries compared, only Ireland has a comparable
poverty rate (16.5 percent). Among the other countries, Italy, the United Kingdom,
and Canada have rates of poverty ranging between 11 and 13 percent, and Sweden
(5 percent) and Finland (7 percent) have low rates of poverty. Meyer and Wallace
also present comparative data from an absolute poverty measure that uses the value
of the official U.S. poverty line and calculates equivalent values in these same coun-
tries. According to this measure, 8.7 percent of U.S. households are poor, a rate not
much higher than the 5.2 to 7.6 percent in seven European countries, and below the
12.4 percent rate of the United Kingdom. Meyer and Wallace show that relative
poverty in the United States is higher than in most other advanced economies
primarily because workers earn relatively less in the United States and a smaller
percentage of poor families receive government benefits than do poor families in
those other countries.

Most non-elderly adults, including the poor, rely primarily on their own earnings
and the earnings of other family members. In chapter 3, Rebecca Blank examines
how recent changes in employment and labor market opportunities for less-
educated workers have increased their risk of poverty. Blank shows that the
number of jobs for less-educated workers has increased substantially, but that
many jobs no longer pay wages sufficient to avoid poverty and that labor market
outcomes for less-educated men and women have diverged.

Among non-elderly men with less than a high school diploma, labor force par-
ticipation fell from 79 percent to 73 percent between 1979 and 2006. If incarcerated
individuals are included, the decline in labor force participation is even greater,
especially among less-educated black men. Also, inflation-adjusted, full-time weekly
wages for high school dropouts fell from $548 to $388 between 1979 and 1994,
then rose to $426 by 2006—still below their 1979 values.

Over the same period, women in all education categories worked more. Among
less-educated women, growth in labor force participation was concentrated in the
1990s, when declines in the availability of cash welfare and expansions of the
Earned Income Tax Credit made employment more attractive to single mothers.
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Weekly wages for women high school dropouts who worked full-time grew mod-
estly, from $300 to $334 between 1970 and 2006, but their standing improved sub-
stantially relative to male dropouts, whose real wages declined.

Blank emphasizes that low-income families have been more reliant on earnings
since the 1996 welfare reform than in previous decades. She predicts that the
recession that began in December 2007 will cause poverty to rise to about 15 per-
cent, similar to the rates during the recession of the early 1980s and the recession
of the early 1990s. The sensitivity of the poverty rate to the business cycle makes
maintaining low unemployment rates and raising the earnings of less-educated
workers central to any reforms of current antipoverty policies.

Poverty rates vary dramatically by family structure. In chapter 4, Maria Cancian
and Deborah Reed explain that interrelated changes in family formation and in
women’s and men’s employment since the 1960s have led to substantial changes in
who is poor, and why. Over these decades, fewer people have married, more mar-
riages have ended in divorce, and more unmarried women have had children. As
a result, children are now much more likely to live with only one parent—usually
their mother. Single-parent families generally rely on at most one adult worker and
are much more likely to be poor than married-couple families. All else being equal,
changes in family structure have been poverty-increasing.

However, related changes among women have been poverty-reducing. For
example, their increased work effort—especially work by married mothers of young
children and single mothers—has largely offset the poverty-increasing effects of
changing family structure. As Waldfogel also notes in chapter 9, the increased
antipoverty impacts of mothers’ market work underscore the need to increase
their labor market flexibility and provide parents with additional supports, such
as access to subsidized child care and paid leave for caregiving, that promote both
employment and caring for their children. These impacts also highlight the key
role of jobs and the labor market in determining poverty rates. In the current
economic and policy environment, recessions are likely to have larger poverty-
increasing effects than in the past because families rely more on wages and less on
government benefits.

The portion of U.S. residents who were born in another country has grown dra-
matically, from 4.8 percent in 1970 to 12.4 percent in 2003. In chapter 5, Steven
Raphael and Eugene Smolensky show how poverty varies by race, ethnicity, and
nativity, and they estimate the contribution of this increased immigration to the over-
all poverty rate. They examine the poverty status of recent immigrants and their chil-
dren, as well as the effects of immigration on the wages of native workers.

Raphael and Smolensky show that in the 1980s and 1990s immigrants were
more likely to be poor because the share of all immigrants who were from west-
ern Europe had declined and the shares from Mexico and Southeast Asia had
increased. Their synthetic cohort analysis shows that the differential between
immigrant and native poverty rates falls quickly with time in the United States
since immigration, in part because some of the less successful immigrants return
to their country of origin. About ten to twenty years after they arrive in the United
States, most immigrants have poverty rates roughly similar to those of native-
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born residents. Thus, despite increased immigration, Raphael and Smolensky
conclude that immigrants raise the overall poverty rate by only about one per-
centage point.

Does competition from immigrants in the labor market lower wages and
increase poverty among native workers? Raphael and Smolensky show that the
distribution of skills of immigrants and native workers differs substantially, and
they suggest that increases in the supply of immigrants with few years of school-
ing might actually raise the wages of native workers with higher levels of educa-
tion. They estimate a range of potential effects of immigration on wages and
conclude that increased immigration has had at most modest effects on the poverty
status of natives.

Mobility and Its Consequences

What are the consequences of poverty for future productivity and well-being, and
how likely is it that poor children will become poor adults? The chapters in part 2
address these issues. In chapter 6, Katherine Magnuson and Elizabeth Votruba-
Drzal review the evidence on the long-term consequences of childhood poverty.
About one-third of all children will be poor at some point, and one in ten will
spend more than half their childhood in poverty. Black children and children born
to single mothers or mothers with low levels of education are much more likely to
spend many years in poverty.

Children who grow up in poverty are more likely to experience poor outcomes
in later life. However, measuring the causal effects of poverty itself is difficult.
Magnuson and Votruba-Drzal review alternative theoretical perspectives and
methodological approaches to identifying the enduring consequences of child-
hood poverty. They conclude that the causal impact of poverty on academic and
labor market achievement is likely to be modest and that poverty has only small
direct effects on negative child behaviors and health outcomes. They conclude
that both increased government benefits for families with young children and
expanded educational programs for poor children could improve poor children’s
life chances when they become adults.

In chapter 7, Markus Jäntti analyzes the extent to which poverty persists across
months, years, and generations. If poverty were measured on a monthly, rather than
annual, basis, the overall poverty rate would be much higher—about one in five
Americans experience at least two months of poverty-level income in a given year.
On the other hand, most families experiencing poverty this year will not be poor
next year. Groups that are more likely to be poor this year, however—including
single-mother families and families with less-educated heads—are also more likely
to be persistently poor.

Persistent poverty is, by definition, less common than poverty measured over a
shorter period of time. Jäntti provides comparable data on poverty dynamics in
other developed countries. The United States has relatively high levels of poverty,
but some contend that its competitive market system, although it makes individuals
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vulnerable to annual income fluctuations, also provides more opportunities to
move up the economic ladder. Jäntti documents, however, that the United States
has relatively high levels of persistent poverty and lower intergenerational mobil-
ity than other advanced nations. For example, sons of poor fathers in the United
States are more likely to themselves be poor adults than is the case for sons of poor
fathers in many European countries.

The Evolution and Scope of Antipoverty Policies

The chapters in part 3 analyze alternative policies to combat poverty. In chapter 8,
John Karl Scholz, Robert Moffitt, and Benjamin Cowan examine trends in income
support programs. They document important changes in the size and structure of
programs that provide benefits for low-income families, including cash welfare
(AFDC/TANF), Supplemental Security Income (SSI), the EITC, Medicaid, and
food stamps. Since the early 1980s, total inflation-adjusted spending on low-income
families has grown only modestly (except for spending on medical care), and the
pattern of spending has changed, with increased spending on low-income work-
ers and decreased benefits for those who are unwilling to work or who cannot find
jobs. In addition, the share of antipoverty expenditures going to the poor has
declined, as has the percentage of the poverty gap filled by transfers, signaling a
shift in expenditures away from the very poor (who tend to be nonworkers) to the
near-poor and nonpoor (who tend to be workers).

Social insurance programs are not specifically designed to reduce poverty because
they provide benefits to people of all income classes who have made payroll contri-
butions and/or whose employers have made contributions. However, social insur-
ance programs, such as Social Security and Medicare, play an important role in
reducing poverty and economic hardship, especially for the elderly. Inflation-
adjusted spending on these programs has grown rapidly since the mid-1960s.
Because social insurance programs are so large, they fill a greater share of the
poverty gap than is filled by means-tested transfers.

Programs that target benefits to low-income families provide levels of support
that vary by marital status, state of residence, and other circumstances. Current
expenditures, amounting to about 1.8 percent of GDP in 2005, are low by historical
standards, and as a share of GDP they are only one-third to one-half as large as such
expenditures in other rich countries. Scholz, Moffitt, and Cowan advocate a renewed
antipoverty effort that would continue to expand resources to reward work but also
provide a more adequate safety net for needy nonworkers.

In chapter 9, Jane Waldfogel analyzes the challenges of balancing employment
and family responsibilities and discusses how family policies could address these
challenges. Because most poor children live in families that include a low-wage
worker, reducing poverty requires programs and policies that facilitate increased
parental work hours but also ones that allow parents to meet their caretaking obli-
gations. Family leave, sick leave, flexible work schedules, and subsidized child
care can all enhance a parent’s ability to balance employment and caretaking.
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Waldfogel reviews the evidence on the effects of these programs in the United
States and other countries. While some employers provide these parental supports,
limited and uneven coverage—especially for low-wage workers—suggests the
need for public policy changes.

Low-wage working parents, especially single parents, need additional wage
supplements, such as higher child tax credits and higher EITC benefits, and
enhanced child support enforcement to increase payments from nonresident
parents. Waldfogel also reviews the potential of pregnancy prevention and mar-
riage promotion efforts to reduce the proportion of children living in single-parent
families. She concludes that such policies cannot be expected to bring about a dra-
matic reduction in the number of single-parent families.

Improving the education and training of low-income children and adults has
been a cornerstone of our long-term antipoverty strategy since the War on Poverty.
In chapter 10, Brian Jacob and Jens Ludwig review what is known about how to
improve educational outcomes for poor children who do not fare well in the cur-
rent education system. For example, there are large disparities in achievement test
scores between those who are eligible for free school lunch and those with incomes
above the program cutoff, as well as large disparities by race, with white students
outperforming black and Hispanic students.

Jacob and Ludwig document that many complex factors contribute to these
achievement disparities—schools serving poor children often have fewer resources,
are not always using resources optimally, and are limited in the extent to which
they can make up for the disadvantages that poor students and their families face
outside of school. They review recent education policy evaluation research that has
identified several cost-effective interventions that can substantially reduce income
and racial disparities in educational outcomes. These include interventions that
require major public investments—expanded early childhood education and class-
size reductions, for example—as well as less costly curriculum reforms and policies
that improve school accountability.

Even though improving access to educational and labor market opportunities has
been an important policy goal for decades, federal funding for education and train-
ing programs for adult workers has declined dramatically since the early 1980s,
despite recent increases in rewards for skills. In chapter 11, Harry Holzer argues
that there is compelling evidence for additional investments in workforce develop-
ment as an antipoverty strategy designed to raise the employment and earnings of
the workers who have been most negatively affected by the labor market changes
of the last several decades.

In part, the decline in federal funding reflects dissatisfaction with the inability
of many previous workforce development programs to raise the employment and
earnings of disadvantaged adults. Holzer notes, however, that investments in
some programs have produced modest, but cost-effective, results and that recent
innovations are promising. These include training programs that consider the
local labor market demand for certain types of workers, that coordinate worker
training with employers or industries that offer well-paying jobs, and that pro-
vide additional support services to address potential employment barriers, such
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as child care or transportation. Holzer proposes a strategy for consolidating existing
workforce development programs, increasing and better targeting investments,
and continuing evaluation efforts to make workforce development programs
more effective.

Katherine Swartz addresses the challenge of providing health care for the poor
in chapter 12. Publicly provided health insurance is available through Medicare,
Medicaid, and, since the late 1990s, the State Children’s Health Insurance Program
(SCHIP). Eligibility expansions in these public programs and reductions in
employer provision of insurance, especially for low-wage workers, have led to a ris-
ing share of the population receiving coverage from public programs and concerns
about rapidly rising costs. In 1970 Medicaid spending accounted for 1.4 percent
of the federal budget and for 9.7 percent of state spending; by 2006 it accounted for
6.6 percent and 21.5 percent of federal and state expenditures, respectively. As
Swartz details, rising costs have led the federal and state governments to pursue a
variety of cost-cutting strategies.

There are also concerns about the quality of care provided by public health
insurance programs, especially for the elderly and disabled, and about lack of
coverage, especially for poor non-elderly adults, those with mental health and
substance abuse problems, and immigrants. Another concern is the potential
“crowding out” of employer-sponsored insurance, especially as Medicaid expan-
sions and SCHIP have expanded eligibility for the children of most low-wage
workers. These concerns, as well as pressures arising from increasing costs, require
a serious reevaluation of the structure of public health insurance, its financing, and
coverage.

Swartz concludes that a national system of health insurance is the best approach
for resolving issues related to rising costs and access to care, because they cannot be
adequately addressed by our current patchwork system of public insurance for cer-
tain groups, such as the elderly and poor children. She also recommends increased
federal support for the training of primary care providers knowledgeable about the
health care needs of low-income families and renewed efforts to provide low-
income families with preventative health information.

The Politics of Poverty and Its Meaning in a Rich Country

The final part of the volume informs our understanding of poverty and the poten-
tial for policy changes. In chapter 13, Mary Jo Bane discusses changes in the pol-
itics of antipoverty policy and changes in public attitudes toward the poor
following the 1996 welfare reform and suggests how political strategies might
be changed to facilitate the adoption of new antipoverty policies. She concludes
that “welfare as we know it has indeed ended” because of the dramatic decline
in the cash-assistance caseload and because state and county welfare depart-
ments now play a smaller role in the lives of the poor. Many social services are
being delivered instead by private for-profit and nonprofit agencies, including
faith-based organizations.
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Bane also shows that the 1996 welfare reform legislation removed negative com-
ments about welfare recipients from political campaigns, but she also notes that this
has not led the president and Congress to consider a post–welfare reform anti-
poverty agenda. (The major exception was John Edwards’s unsuccessful campaign
for the 2008 presidential nomination.) New antipoverty programs have been imple-
mented, however, in some states and cities.

Bane notes several factors that limit the prospects for sustained antipoverty
efforts. First, the federal budget deficit was dramatically increased by the reces-
sion that started in late 2007, the financial bailouts, and the 2009 stimulus bill. This
deficit will at some point limit the ability of any presidential administration to
make permanent increases in social spending. In addition, the increased influence
of the affluent in politics and the contentious immigration policy debates make it
difficult to change negative public perceptions about the “poor.”

Bane suggests that policymakers should consider changing their language. Instead
of “helping the poor,” they should focus on “helping people who can’t take care of
themselves,” “aiding struggling working families,” and “guaranteeing food and
shelter.” She also suggests that American policy analysts pay more attention to the
high poverty rates in developing countries, both because globalization has increased
linkages between countries and because immigration to the United States would be
likely to fall as living standards increase in sending countries, such as Mexico.

In the final chapter, Robert Haveman describes the history of the official poverty
measure and offers a number of suggestions for how it might be revised. He also
compares the official measure to alternative concepts of economic poverty, includ-
ing relative poverty, which compares a family’s income not to a fixed poverty line
but to the society’s overall living standard. He discusses poverty measures that are
based on consumption or assets instead of family income. And he contrasts poverty
measures with broader conceptions of poverty and deprivation, such as indicators
of material deprivation and “social exclusion,” a concept recently developed in the
European Union and the United Kingdom.

Haveman endorses the European view that rich societies require measures that
track progress in meeting many dimensions of the needs of their least-well-off
citizens and that income alone fails to capture the complex situation in which
the most deprived citizens find themselves. Additional dimensions of concern
include indicators of educational attainment, such as having less than a high
school diploma; labor force and employment status, such as living in a jobless
household; housing status, such as living in poor-quality housing with overcrowd-
ing and a lack of plumbing or kitchen facilities; health and disability status, such as
having a number of disabling conditions or a mental health problem; vehicle avail-
ability; and linguistic isolation.

Haveman suggests that these measures would provide important information
on the effectiveness of programs that seek to reduce deprivations that are not
reflected in measured income. For example, because U.S. policies are designed to
increase access to food, housing, transportation, medical care, education and train-
ing, and employment, we should have direct measures that reflect our progress or
lack of progress on these dimensions.
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CHANGING POLICIES TO REDUCE POVERTY 
IN THE TWENTY-FIRST CENTURY

Given current economic, demographic, and public policy contexts, poverty is
not likely to fall substantially in the near future. This was evident even before
the severe recession that began in December 2007 and the world economic crisis
that began in the fall of 2008. Although the chapter authors agree on this pes-
simistic forecast, they are optimistic that poverty can be reduced significantly in
the long term if the public and policymakers muster the political will to pursue
a range of promising antipoverty policies. The policies proposed by the authors
would bring about changes in the labor market, family policies, schools, and the
health care system that would raise the employment and earnings of low-income
families, reduce their expenses, and increase opportunities for their children.
Our own high-priority antipoverty policies, a subset of the policies discussed in
the chapters that follow, are based on three fundamental assumptions about
trends in work effort, patterns of family formation, and continuing changes in
how the globalized economy affects the employment and earnings prospects of
less-educated workers.

First, our proposals are based on the assumption that one’s own earnings, not
government cash benefits, will remain the primary source of family income for
most adults who are not elderly and not disabled. Although some analysts have
made the case for providing welfare benefits to single mothers who stay home to
care for their young children, we do not anticipate that, for example, an income-
tested cash entitlement program like AFDC will be reinstated. We also do not
expect the adoption of a guaranteed annual income, such as a negative income
tax, even though both President Richard Nixon and President Jimmy Carter pro-
posed such programs in the late 1960s and mid-1970s (Moffitt 2004). Scholz,
Moffitt, and Cowan (chapter 8) and Bane (chapter 13) note that, since the early
1980s, and especially in the aftermath of the 1996 welfare reform, public policy
changes have increased the extent of income support for the working poor and
reduced cash benefits for the nonworking poor who are not elderly or disabled.
We see no evidence to suggest that this pattern will be reversed.

The elderly and persons with disabilities are generally not expected to work to
support themselves.6 However, the expectation of work has evolved to now
include most adults. In 1969, in defending his proposed negative income tax, the
Family Assistance Plan, President Nixon stated that “it is not our intent that moth-
ers of preschool children must accept work” (Nixon 1969). In contrast, the 1996
welfare reform allowed states to set their own expectations for work; some states
now require new mothers to participate in work-related activities once their child
is three months old. Magnuson and Votruba-Drzal (chapter 6) and Waldfogel
(chapter 9) document that requiring mothers to return to work shortly after giving
birth has negative implications for child development; nevertheless, the evolution
of public policy since the 1980s suggests that work will continue to be expected and
exemptions from the work requirement will continue to be restricted. Thus, as we
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prioritize antipoverty policy proposals, we assume that most adults, including the
parents of young children, will work for pay.

Our second assumption relates to changes in societal attitudes about marriage
and childbearing and the changes in family structure that have occurred since the
1960s. We assume that many children will continue to be born to unmarried par-
ents or will spend part of their childhood living with a divorced parent. Children
who spend all or most of their childhood living with only one biological parent
(usually their mother) have a much higher risk of poverty than children living with
two parents. Reducing nonmarital births, especially teen births, is a long-standing
social policy goal, and marriage promotion policies are a recent policy innovation.
However, even if these public efforts to change family formation patterns and fer-
tility behaviors have effects that are larger than we expect, as both Cancian and
Reed (chapter 4) and Waldfogel (chapter 9) note, it is likely that they will only mod-
estly reduce the total number of poor families with children. In part, this is because
the noncustodial fathers of the children of unmarried mothers tend to have poor
labor market prospects and low annual earnings. The poverty rate for such parents,
even if married, is likely to be much higher than the rate for currently married cou-
ples (Carlson, McLanahan, and England 2004).

Our third assumption deals with the labor market prospects of workers with no
more than a high school diploma. As Blank notes in chapter 3, even though the
economy has produced a substantial increase in the number of jobs since the 1970s,
the inflation-adjusted wages of the least-educated workers, especially men, were
no higher in 2006 than in 1973, and their employment rates were lower. Thus, we
assume that for the foreseeable future the labor market will not be characterized by
the consistent wage growth or the number of high-wage jobs that became available
in the quarter-century following World War II. As a result, we expect that many
less-educated workers will continue to have difficulty earning enough on their
own to support a family.

Economists have not been successful in making long-term macroeconomic pro-
jections. As noted earlier, in the early 1970s the nation’s leading poverty researchers
predicted that poverty would be eliminated within a generation. Their projec-
tions were based on assumptions that were reasonable at the time—they expected
the economy to grow rapidly and to continue to raise real wages for less-educated
workers, as had been the case for the previous quarter-century. Notwithstanding
the difficulty of predicting future economic trends, we see little reason to expect
dramatic growth in wages for workers at the bottom of the labor market. Indeed,
the recession that began in December 2007 has already led to significant job losses
and put downward pressure on wage rates. We thus assume that the uneven eco-
nomic growth of the past thirty-five years will continue and hence, on its own,
will not significantly reduce poverty.

Given these three assumptions about trends in work, family structure, and the
antipoverty effects of economic growth, we conclude that an antipoverty policy
agenda for the twenty-first century should pursue three fundamental goals. The
first is “to make work pay”—or as David Ellwood (1988) wrote two decades ago,
if you work hard and play by the rules, you should not be poor.7 This requires that
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government regulations about wages and working conditions (such as the mini-
mum wage or the ability of workers to unionize) and government benefits for low-
wage workers (such as the Earned Income Tax Credit or subsidized child care)
should allow most workers to avoid poverty. Because the 1996 welfare reform
greatly reduced access to cash welfare, there is an additional need for policies to
provide work opportunities for those who are willing to work but cannot find
steady employment, either because of poor economic conditions or because they
face substantial employment barriers (such as physical and mental health problems
or learning disabilities) that make it difficult for them to work steadily.

The second goal has received less attention in the United States than in other
industrialized nations—to provide sufficient support to parents so that those in
both one-parent and two-parent families can work not only steadily but also flex-
ibly. This would help working parents to devote sufficient time to parenting and
caregiving. Balancing responsibilities as a parent and a worker is a challenge for
all families, whether one- or two-parent families, low-income or high-income fam-
ilies. Work-family balance issues are particularly difficult, however, for single
parents, who have less time for family responsibilities than married couples, and
for most parents with limited financial or community resources.

The third goal reiterates a key goal of the War on Poverty—increased investments
in education and training over the life course to raise employment and earnings. We
need changes in our early childhood and K–12 educational policies to raise the edu-
cational attainment and abilities of poor children and policy changes in “second-
chance” workforce development programs to raise the skills of disadvantaged
young adults. Americans have always favored providing a “hand up” to promote
labor market opportunities instead of a “hand-out” to reduce poverty. However, as
Jacob and Ludwig document in chapter 10, disparities in educational opportu-
nities persist, and spending for education and training programs for disadvantaged
youth and adults, as Holzer details in chapter 11, has fallen dramatically since the
early 1980s.

Making Work Pay

A work-centered antipoverty strategy requires a robust economy that provides
high levels of employment and job growth. A growing economy on its own is not
likely to do enough, however, to raise the earnings of many less-educated workers
above the poverty line because, since the early 1970s, wage growth for less-educated
workers was substantial only in the last half of the 1990s. Making work pay for
today’s adult workers thus requires policy changes to increase the proportion of
jobs with wages sufficient to support a family and larger wage supplements and
expanded work supports to “make work pay” for those who earn low wages.

A fundamental step in making work pay is a well-functioning labor market that
rewards workers with the same skills equally, without regard to race, ethnicity, or
gender. There has been substantial progress in reducing gender discrimination in
access to occupations and in wages since the 1960s, as women’s employment and
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earnings have increased relative to those of men. And compared to the situation
in the 1960s, racial and ethnic earnings disparities have narrowed. In some domains,
however, disparities in employment opportunities and wage gaps between white
non-Hispanics and racial and ethnic groups have widened. For example, young
black men face substantially reduced labor market opportunities relative to similar
white men; this both reflects and contributes to high levels of incarceration (Pager
2007; Western and Wildeman 2009). Reducing labor market discrimination should
be a higher priority for public policy than it has been in recent years.

Several other policy changes could raise the wages of less-educated workers.
Between the early 1960s and early 1980s, the minimum wage in 2007 dollars
ranged between about $7.00 and $8.50 per hour. Because Congress increased the
minimum wage only a few times over the next twenty-five years, it has ranged
between $6.00 and $7.00 (in 2007 dollars) in most years since the mid-1980s. The
minimum wage was constant in nominal terms at $5.15 per hour from 1997 to 2007,
when Congress passed a three-part increase: to $5.85 per hour in July 2007, to $6.55
in July 2008, and to $7.25 in July 2009. A higher minimum wage that maintains its
real value by being indexed to inflation or to average wages would be an important
step in making work pay. During the campaign, the candidate Obama proposed
raising the minimum wage to $9.50 by 2011 and indexing it for inflation.8

Expanded income supplements for low-wage workers are needed. The Earned
Income Tax Credit provides substantial support for low-income families with chil-
dren, and as Scholz, Moffitt, and Cowan note in chapter 8, it does so without reduc-
ing work incentives. The EITC is available to both one- and two-parent families. In
addition, almost half of all states have implemented a state EITC on top of the fed-
eral one. The maximum federal EITC for a family with two or more children (in cur-
rent dollars) was $400 in 1975, $550 in 1986, $953 in 1991, and $4,824 in 2008. In 2008
the maximum EITC for a family with one child was $2,917; however, for a single
person or a married couple without children, it was only $438.

Adam Carasso and his colleagues (2008) compare four recent proposals for EITC
expansions that increase work incentives for childless workers. They highlight the
trade-offs inherent in alternative designs: expanded credits for single individuals
can increase marriage disincentives, but proposals that avoid marriage penalties are
more expensive. While policymakers will have to balance competing goals in devel-
oping specific reforms, expanding the EITC to childless workers would broaden the
commitment to encourage work and reduce poverty for those who are working but
face low wages (see Berlin 2007).

Even before the economic downturn began in late 2007, there was a clear need
for policies to increase the employment of those who want to work but cannot
find steady employment. In addition to those affected by unemployment fluctu-
ations over the business cycle, applicants for these jobs are likely to include those
who have exhausted eligibility for cash welfare or who have difficulty getting
and keeping jobs because of low skills or other employment barriers, such as a
criminal record or physical or mental health problems.

Public service employment programs have not been politically popular since
the Great Depression and have not operated since the early 1980s, when President
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Reagan terminated the last such program (the Comprehensive Employment and
Training Act, CETA). However, because the availability of government assis-
tance has been linked with work, there is a need for a transitional jobs-of-last-
resort program. Workers in last-resort jobs might be expected to perform socially
beneficial tasks for which there is little effective labor demand, such as labor-
intensive public services in disadvantaged communities that are generally pro-
vided in affluent ones—monitoring playgrounds after school hours, maintaining
neighborhoods, and assisting the elderly. Jobs could be time-limited, and they
could offer wages slightly less than the minimum wage, thereby providing an
incentive for workers to accept available private-sector jobs. During the cam-
paign, Obama endorsed transitional jobs programs as a way to help low-income
Americans succeed in the workforce.9

Because the United States lacks universal national health insurance, work does
not pay for some families that are eligible for Medicaid only if they do not work
or if they work little. The State Children’s Health Insurance Program imple-
mented in the late 1990s and Medicaid expansions from the late 1980s to the mid-
1990s have guaranteed access to subsidized health care coverage for all poor and
low-income children. SCHIP could be extended to poor and near-poor adults who
lack coverage. For example, Wisconsin has developed BadgerCare, which serves
Medicaid and SCHIP beneficiaries and has effectively expanded subsidized cov-
erage to the parents of low-income children.

Supporting Parents on the Job and at Home

An antipoverty strategy that assumes that most non-elderly, non-disabled adults
will work must consider programs, provided by firms or governments, that enable
working parents to properly care for their children and sick or disabled family
members. Examples include access to affordable child care and to jobs that allow
enough flexibility for workers to meet their family obligations. Single parents are
more likely to need subsidized child care and workplace flexibility than married
couples, since they are generally less able to rely on another adult for financial
or logistical support. Also needed are policies that strengthen the incentives for,
and capacity of, nonresident parents (typically fathers) to earn enough so that
they can pay child support. Transitional jobs of last resort and “second-chance”
training programs are two such programs that would help both custodial and
noncustodial parents.

Magnuson and Votruba-Drzal (in chapter 6) and Jacob and Ludwig (in 
chapter 10) document that public investments in poor young children serve
multiple purposes. Early childhood education enhances school-readiness and
reduces disparities in later outcomes, such as high school graduation and the
risk of becoming a teen parent or a delinquent. However, even if the long-term
gains from early childhood programs were small, making adequate child care
affordable for low-income families facilitates stable parental employment in the
short run.
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Public funding for child care increased substantially following the 1996 welfare
reform, but many low-income parents still have difficulty finding adequate child
care, especially for very young children. Such care is expensive, and there is a short-
age of child care facilities, especially in low-income communities. Our assumptions
about the need for parents to work to escape poverty and the fact that many chil-
dren spend part of their childhood living with one parent strongly suggest the need
for increased public subsidies for child care.

The Wisconsin experience after the 1996 welfare reform is instructive. The
state implemented a demanding work requirement for welfare mothers and dra-
matically cut the welfare rolls. At the same time, it greatly expanded the num-
ber of low-income families that received child care subsidies as the reduced
spending on cash benefits was shifted to child care. Other states also increased
spending on subsidized child care after welfare reform, so that national spend-
ing on subsidized care increased from $5.3 billion to $12.0 billion between 1997
and 2006 (in constant 2006 dollars; U.S. Department of Health and Human
Services 2008). Notwithstanding this growth, recent estimates suggest that
only about one-third of eligible low-income families receive subsidies (Mezey,
Greenberg, and Schumacher 2002; U.S. Department of Health and Human Services
2005). However, as discussed later, the American Recovery and Reinvestment 
Act (the 2009 economic stimulus package) provides for further expansions (U.S.
Congress 2009).

Working parents also need flexibility at work so that they do not have to choose
between keeping their jobs and adequately parenting their children. For example,
because many low-income workers have limited sick leave and inflexible work
hours, it is difficult for them to deal with the unexpected demands of child-rearing.
As Waldfogel points out, the United States does not have paid parental leave—
many low-income mothers give up their jobs to give birth.

Workplace flexibility is a key aspect of antipoverty policy for three reasons. First,
single parents, who are overrepresented among the poor, are more likely to be the
only adults available to manage their children’s health, education, and other needs.
They are more likely than married parents to need sick leave, family leave, and
other flexible work policies. Second, low-wage workers are more likely than other
workers to have jobs that lack fringe benefits, such as employer-subsidized health
insurance, paid sick leave, and vacation days. Finally, compared to other families,
low-income families are less able to buy market substitutes—from child care to
prepared meals—and are more likely to have long commutes on public transporta-
tion and to live in neighborhoods where safety is an issue and more parental super-
vision of children is required.

Waldfogel advocates parental support policies that build on recent experience
in the United Kingdom. In the U.S. context, such policies might include eight to
twelve weeks of paid parental leave after birth or adoption for all workers, funded
by a payroll tax and operated like other social insurance programs; an employer
mandate to provide two weeks of annual paid leave for family illness or other
family responsibilities; and the right for parents of young children to request part-
time work or flexible hours.
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As noted, most low-income children will spend a substantial part of their
childhood in a single-parent family. This highlights the importance of child sup-
port system reforms that raise the support received by resident parents. Child
support enforcement policies have been strengthened over the past several
decades, and most children living with only one parent have a legally established
nonresident parent who has been ordered to pay child support. However, even
though both paternity establishment (for children born outside of marriage) and
child support order establishment rates have grown over time, most poor single
mothers do not receive the amount of child support that the courts have ordered
(Cancian and Meyer 2006).

Making child support a consistent source of income for single parents requires
several related efforts. Because nonresident parents cannot pay support if they
do not have income, efforts to raise their employment and earnings are needed.
When nonresident parents do pay support, their payments should benefit their
children—not offset public welfare or medical assistance paid by the state (Cancian,
Meyer, and Caspar 2008).

Investing over the Life Course

At the outset of the War on Poverty, President Johnson’s economic advisers
thought that because most high school graduates at that time could earn enough
to support a family on their own, their task was to invest in young children to
raise educational attainment and hence reduce poverty by raising employment
and earnings in the next generation. Educational policies remain appealing to
the public, but in the short term they are more expensive than policies that raise
the annual incomes of poor families. For example, the target group for early
childhood programs that increase the cognitive and noncognitive skills of young
children from low-income families includes all children at high risk of becom-
ing poor adults. And the payoffs from these programs—increased educational
attainment, employment, and earnings and lower rates of incarceration and
nonmarital births when these children reach adulthood—are not evident for
many years.

As noted, economic changes since the 1970s have eroded the labor market
prospects of workers who have no more than a high school diploma. Thus, if
we are to reduce poverty among future labor force entrants, we must raise the
high school graduation rate and the skills of these graduates and ensure that 
a greater percentage of graduates go on to earn two-year community college
degrees and certificates and four-year college degrees. Although the provision
of a high-quality public school education for all children is not a controversial
policy goal, the current education system falls well short of providing low-
income students with the skills they need to succeed in the twenty-first-century
labor market.

Jacob and Ludwig (in chapter 10) and Magnuson and Votruba-Drzal (in chap-
ter 6) document the importance of expanding the scope of early childhood education
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for low-income three-, four-, and five-year-old children. Head Start was a featured
program of the War on Poverty. Yet, four decades later, many poor preschool chil-
dren do not participate in early education programs. It is time to guarantee early
childhood education to all poor children. The Obama administration has proposed
such an expansion, including a comprehensive federal program for children from
“zero to five.” The American Recovery and Reinvestment Act of 2009 includes major
expansions in funding for Head Start and Early Head Start (U.S. Congress 2009).10

Holzer documents in chapter 11 that workforce training programs, another high-
light of the War on Poverty, have withered away since the 1980s. Given the
increased employer demand for labor market skills, it is important to expand fund-
ing for Pell grants for low-income college students and to expand workforce devel-
opment programs that have raised the employment and earnings of high school
dropouts and high school graduates. The American Recovery and Reinvestment
Act includes an increase in the maximum Pell grant and a new tax credit for college
students (U.S. Congress 2009).

CONCLUSION

Taken as a whole, the chapters in this volume provide a careful review of the evidence
concerning economic changes, demographic changes, and public policy changes
since the 1964 declaration of War on Poverty. They demonstrate that, in the absence
of a comprehensive expanded antipoverty strategy, there is little reason to expect
substantial progress in reducing poverty. In the quarter-century following the elec-
tion of Ronald Reagan in 1980, the public and policymakers were unwilling to spend
more on antipoverty programs. In part because of dissatisfaction with the policies of
the prior quarter-century and in part because the economic crisis of 2008 has justified
increased government spending, the Obama administration has endorsed many of
the policies that are analyzed in the chapters of this book. These include policies that
can raise the employment and earnings of low-income parents, help parents better
balance their work and family obligations, and raise the educational attainment and
skills of the next generation. Despite the challenges created by the economic down-
turn that began in late 2007, there are reasons for optimism about prospects for
reducing poverty in the United States.
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NOTES

1. The Census Bureau has published the official poverty rate for each year since 1959.
Poverty rates for whites and blacks are available since 1959, and poverty rates for
Hispanics since 1972. Christine Ross, Sheldon Danziger, and Eugene Smolensky (1987)
adjust the official poverty lines back to 1939 in the same manner as they are officially
brought forward—that is, by adjusting them each year only for changes in the consumer
price index (CPI). Robert Plotnick and his colleagues (2000) discuss the historical trend
in poverty starting in the early twentieth century.

2. Measurement of racial discrimination and the distinction between explicitly discrimina-
tory treatment and treatment that has a “differential effect” by racial group is addressed
by a recent National Research Council report (Blank, Dabady, and Citro 2004).

3. The American Recovery and Reinvestment Act of 2009 lowered the threshold for
refundability, but a family with two children, for example, would still need over $16,000
in earnings to qualify for the full credit (Center for Law and Social Policy 2009).

4. Robert Haveman (this volume) and Daniel Meyer and Geoffrey Wallace (this volume)
discuss the difficulties that arise in cross-national comparisons of poverty. Nonetheless,
by most widely accepted measures of poverty, the United States has higher poverty
rates than most other rich countries.

5. Relative poverty lines, like 50 percent of the median, are widely used as poverty
thresholds in European countries.

6. The Supplemental Security Income program, adopted in the early 1970s, provided a
guaranteed monthly income of $627 for a single recipient with no other income in 2008.
SSI recipients also automatically qualify for Medicaid. The program is an entitlement
for the low-income elderly and qualifying disabled persons.

7. “People who are willing to work as much as society deems reasonable ought to be
able to support their families at or above the poverty level without relying on welfare
or welfare-like supports” (Ellwood 1988, 12).

8. See http://www.barackobama.com/2007/07/18/remarks_of_senator_barack_obam_
19.php.

9. See http://www.barackobama.com/2007/07/18/remarks_of_senator_barack_obam_
19.php.

10. See the website for the White House–President Barack Obama, “The Issues: Education,”
available at: http://www.whitehouse.gov/issues/education. See also the summary of
provisions prepared by the Center on Law and Social Policy (2009).
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Economic Changes, Demographic
Changes, and Trends in Poverty





Chapter 2

Poverty Levels and Trends 
in Comparative Perspective

Daniel R. Meyer and Geoffrey L. Wallace

In the 1964 State of the Union address, President Lyndon Johnson said, “This
administration today, here and now, declares unconditional war on poverty in
America. . . . It will not be a short or easy struggle, no single weapon or strat-

egy will suffice, but we shall not rest until that war is won.”1 Yet, as we will show,
total official poverty rates are not much different today than they were in the late
1960s. Even though Johnson predicted the struggle would not be “short or easy,”
why has it ended up being so long and so difficult?

In this chapter, we present basic information about poverty, believing that this
can be useful in understanding why the eradication of poverty has been so diffi-
cult. For example, if groups that were the target of policy changes show declines
in poverty, while other groups show increases, this suggests a key reason for the
lack of progress. Alternatively, if targeted groups do not show improvements, this
could hint toward policy ineffectiveness. More broadly, simple data on the level
of poverty can help us understand the nature of disadvantage and provide infor-
mation to test our ideas about the causes of poverty. For example, examining the
percentage of those below the poverty level who are in families in which the head
is not working can help us explore the extent to which poverty is primarily caused
by nonwork. Or if one believes that poverty is primarily caused by discrimination,
then a comparison of poverty rates between people of color and non-Hispanic
whites can be informative (though not, of course, conclusive because many factors
could be related).

This chapter begins with a review of how poverty is officially measured in the
United States. We use this official definition to present poverty rates in 2006 and
answer several questions about poverty: Which types of individuals and families
have the highest risks of poverty? What are the characteristics of those who live
in poverty? What types of income sources do they have? We then examine trends
over the 1968 to 2006 period, examining which groups have made the most
progress and looking for clues as to why. Finally, we try to put the U.S. story in
perspective. Do our conclusions change if we use a different definition of poverty?
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How do poverty rates in the United States compare to those of several other coun-
tries, and how do we explain these differences?

THE OFFICIAL U.S. POVERTY MEASURE

Because the substantial literature on conceptual issues in measuring poverty is
discussed elsewhere in this volume (Haveman, chapter 14), we present only a
summary here. A person or family is usually defined as “poor” if their resources
fall below a particular level or threshold. This simple concept highlights three
issues2:

• What should be counted as resources? For example, should we count only cash,
or should “near-cash” sources like food stamps count? Should assets play a role?
Should anything be subtracted from resources, such as taxes, expenses associated
with gaining resources (child care, for example), health care expenses, or other
nondiscretionary expenditures?

• Whose resources should count? Should we add up all the resources in a house-
hold or only those from individuals linked to each other by blood or marriage
(the Census Bureau’s definition of “family”)? Or should we try to determine
each individual’s resources without considering other household members?

• What should the threshold be, and for whom should it vary? Should the thresh-
old be higher for large families or for those living in more expensive locations?
Considering trends in poverty adds another important dimension: How should
the threshold vary over time? Only as prices change, or as the general standard
of living changes, or by some other criteria?

The official Census Bureau definition answers these questions by including total
pretax money income (ignoring near- and non-cash sources, assets, and all expen-
ditures) for all individuals related by blood or marriage (a family) and comparing
this to a threshold that varies by the family’s size and age composition but not their
geographic location. The threshold changes over time only with changes in prices.3

Originally constructed in 1963 to 1964 by Mollie Orshansky, the official poverty
thresholds in the United States were based on the Department of Agriculture’s
Economy Food Plan (for a history of the development of the official threshold, see,
for example, Fisher 1992). The Economy Food Plan summed the prices of specified
amounts of different foods deemed necessary for low-income families to meet their
temporary nutritional needs; this amount was then multiplied by three because some
research showed that low-income families spent an average of one-third of their
income on food.4 Poverty thresholds were further differentiated by farm or nonfarm
status, the number of children, the sex of the family head, and the age of persons in
family units.

Other than annual inflation indexing and the elimination of the differential
thresholds for farm families and female-headed families in 1980, there have been
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very few changes in the poverty thresholds since the mid-1960s. In 2008 the poverty
line ranged from $10,326 for a single elderly person to a weighted average of $22,017
for a four-person family and $44,380 for a family of nine or more persons.5

Each year the Census Bureau reports the official poverty rate based on data
gathered in the March Current Population Survey (CPS), which interviews over
50,000 U.S. households. Households are divided into families (those related by
blood or marriage) and individuals, and an individual is poor if the income of
his or her family is less than or equal to the poverty threshold for his or her
family size.6

In the next two sections of this chapter, we primarily use this official measure of
poverty and report our own calculations from the March CPS data.7 The official
poverty rate has been criticized along a number of dimensions (see, for example,
Blank 2008; Citro and Michael 1995; Haveman, this volume; Ziliak 2008). A key crit-
icism is that the official money income concept does not include receipt of in-kind
transfers such as food stamps and housing subsidies, child care subsidies, or the
Earned Income Tax Credit (EITC), all of which increase the economic well-being of
the family; nor does the money income concept account for work expenses or taxes
paid, which reduce well-being. In selected cases, we compare the results based on
the official measure with an alternative poverty measure that addresses some short-
comings on the resource side of the official measure. For this alternative, we use the
official poverty thresholds but change the income concept by adding food stamps
and subtracting net federal and state income and payroll taxes. Some individuals
have a combination of food stamps and EITC payments that are higher than their
tax liabilities, so for these individuals net income would be higher than gross pre-
tax income. Because of data limitations, we show trends with this alternative mea-
sure only from 1980 on and are unable to account for assets, housing subsidies, work
expenses, or other nondiscretionary expenses.8

The United States is unusual among developed countries in having a single
official method of calculating poverty. Because the measure is widely used and
allows for our calculations to be easily compared to official data, we use it here.
However, because the measure is somewhat controversial, we also use selected
alternative measures and discuss the extent to which conclusions vary by the
measure selected.

POVERTY IN THE UNITED STATES IN 2006

In 2006, 12.3 percent of all persons living in the United States were poor by the
official poverty measure—a measure that ignores noncash sources of income
and taxes. If we were to use a more comprehensive measure of resources,
including the cash value of food stamps and the EITC and subtracting an esti-
mate of payroll, state, and federal income taxes paid, 11.4 percent of all persons
would be below the poverty threshold. The alternative poverty rate declines
because food stamps and the EITC provide more to the poor than the taxes they
pay take away.
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Table 2.1, which focuses on the official measure, shows that the official poverty
rate varies dramatically for different demographic groups. The rate for children,
17.4 percent, is substantially higher than the rate for adults between the ages of
eighteen and sixty-four, 10.8 percent, and the rate for the elderly, 9.4 percent.

The focus of this book is primarily on those below age sixty-five, so the remain-
der of the table includes only non-elderly individuals. People of color have partic-
ularly high poverty rates—the rate for both non-Hispanic African Americans and
Hispanics is more than twice the rate of non-Hispanic whites.9 Poverty rates are
relatively similar across regions, with slightly higher rates in the South. Central-
city residents have the highest rates, followed closely by rural residents; poverty
is substantially lower among those residing in urban areas outside central cities.

Individuals who live in a married-couple family have very low poverty rates,
less than 6 percent. We divide those not living in a married-couple family into
four groups; individuals living in any one of these groups have poverty rates
more than twice as high as those living in a married-couple family. Individuals in
female-headed families have by far the highest poverty rates, at nearly 32 percent.
Nonfamily individuals and individuals in families with six or more people also
have high poverty rates.

The final panels demonstrate that poverty is closely tied to the education and
employment levels of the primary person in the unit. (We define “primary person”
as the family head for those living in families and as the individual for those not liv-
ing in families.) Poverty rates for those units in which the primary person has less
than a high school education (31 percent) are more than twice as high as those for
units whose primary person has just a high school degree (15 percent). Those living
in units in which the primary person has a college degree have particularly low
rates, 3.5 percent. The differences in poverty rates by work status of the primary
person are dramatic: fewer than 5 percent of those living in units in which the pri-
mary person works full-time, full-year are poor, but nearly half of those living in a
unit in which the primary person did not work during the last year are poor.

The table reveals some well-known characteristics of the risks of poverty—
people of color, central-city residents, those living in female-headed families, and
those in units in which the primary person did not complete high school are sub-
stantially more likely to be poor. Thus far, we have examined characteristics only
one at a time. However, if a person has more than one characteristic associated
with disadvantage—for example, a person of color with little education—is
poverty even higher than it would be based on the individual areas of disadvantage?
Or does the risk of poverty increase for those with any one disadvantage, but
the number of disadvantages does not matter? One approach to this issue would be 
to examine poverty rates for a variety of smaller subgroups. Alternatively, these
rates can be captured in a simple descriptive regression of an indicator variable
for family poverty status on indicators of characteristics of disadvantage (female-
headed family, nonwhite, central city, and high school dropout) as well as each
two-way interaction.10

In table 2.2, we show estimated poverty rates based on the coefficients that
result from this simple regression. The model implies that the poverty rate for
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TABLE 2.1 / U.S. Poverty in 2006

Poverty Share of Average
Rate the Poor Gap

All 12.3% 100.0% $8,113

Age group
Children 17.4 35.3 9,919
Age eighteen to sixty-four 10.8 55.4 7,593
Elders 9.4 9.3 4,378

All younger than age sixty-five 12.7 90.7 8,496

Race
White 8.4 42.2 7,748
Black 24.2 24.2 9,338
Hispanic 20.7 26.5 8,738
Other 13.0 7.1 9,175

Region
Northeast 11.7 16.6 8,411
Midwest 11.7 20.3 8,373
South 14.1 40.3 8,578
West 12.2 22.7 8,523

Urban status
Central city 16.7 35.7 8,967
Other metro 9.1 31.1 8,221
Rural 15.9 18.9 8,343
Unclassified 12.5 14.2 8,119

Family
Family 11.3 75.9 9,240
Nonfamily 20.8 24.1 6,126

Family type
Married-couple family 5.9 29.8 8,590
Male-headed family 14.7 5.4 8,301
Female-headed family 31.9 40.8 9,839
Male (nonfamily) 18.4 11.9 6,107
Female (nonfamily) 23.7 12.1 6,144

Family size
One 20.8 24.1 6,126
Two 9.5 15.1 7,025
Three 10.8 16.8 7,988
Four 9.8 18.2 9,020
Five 12.0 12.1 10,022
Six or more 19.3 13.8 12,784

(Table continues on p. 40.)



the base category (row A: primary individuals who are not single mothers, are
non-Hispanic whites, live outside central cities, and have at least a high school
education) would be 8.5 percent. Each characteristic associated with disadvan-
tage is associated with an increase in the likelihood of poverty, as seen in rows
B through E, and in some cases the likelihood is substantially higher. For exam-
ple, if we change the family status to single mother while retaining all of the

Changing Poverty, Changing Policies

40 /

TABLE 2.1 / Continued

Poverty Share of Average
Rate the Poor Gap

Education of primary person
Less than high school diploma 31.4% 34.6% $9,051
High school diploma 14.8 34.9 8,170
Some college 10.6 22.4 8,094
College degree 3.5 8.2 8,758

Work status of primary person
Not working 47.2 46.0 10,320
Working, not full-time full-year 24.3 30.5 7,493
Working, full-time full-year 4.2 23.6 6,310

Source: Authors’ calculations based on the 2007 Current Population Survey (U.S. Department of
Commerce and U.S. Department of Labor, various years).

TABLE 2.2 / Estimated Probability of Having Income Below Poverty

Education Estimated Estimated 
Less Than Simple Poverty

Female Central Twelve Poverty Rate with 
Row Head? Nonwhite? City? Years? Rate Interactions

A No No No No 8.5%
B Yes No No No 22.9
C No Yes No No 14.5
D No No Yes No 10.3
E No No No Yes 26.7
F Yes Yes No No 29.0 32.0%
G Yes No Yes No 24.8 20.4
H Yes No No Yes 41.1 51.4
I No Yes Yes No 16.4 18.5
J No Yes No Yes 32.7 38.4
K No No Yes Yes 28.5 NS

Source: Authors’ calculations based on the 2007 Current Population Survey (U.S. Department of
Commerce and U.S. Department of Labor, various years).
Notes: Estimates come from linear probability model on 68,537 non-elderly family heads and non-
family individuals. All variables in the model are shown; all coefficients are statistically significant
at p < .01, except for NS, which denotes that the interaction was not statistically significant.



other base-level characteristics (row B), the poverty rate jumps to 22.9 percent.
Likewise, if we change the level of education to less than high school while
retaining the other base-level characteristics, the poverty rate is even higher, at
26.7 percent.

In rows F through K, we examine those with two vulnerable characteristics.
We show both the estimated simple poverty rate (which comes from merely
adding the main coefficients and ignoring the interactions) and the estimated
rate that includes the interaction terms to explore the extent to which risks
accumulate. Row F shows that single mothers who are nonwhite (and who
have other base characteristics) have predicted poverty rates of 32.0 percent,
about 10 percent higher than the predicted 29.0 percent that would come from
the simple sum. In two cases, having two vulnerable characteristics adds a
large disadvantage. Female heads with low education (row H) have poverty
rates that are not merely 41 percent (the rate that would result from the sum)
but 51 percent. Similarly, poverty rates for nonwhite heads with low education
(row J) are estimated to be 38 percent, not merely the 33 percent that would
come from the sum of these characteristics. On the other hand, although both
female-headed families and those in central cities have higher rates, a female
head in a central city (row G) actually has lower rates of poverty than would be
expected based on the individual characteristics. Thus, the risk of poverty is
complicated: some risks accumulate, but in other cases the presence of multiple
risks can be somewhat protective.

The “Face” of Poverty: The Characteristics 
of Those Below the Poverty Line

Poverty rates provide information on the risk of being poor. Examining the char-
acteristics of those individuals living below the poverty level can provide a
related, but different, story. For example, some small groups may be particularly
likely to be poor, but because there are relatively few people in the group, the typ-
ical person below the poverty level (the “face” of poverty) does not belong to that
risky group. Returning to table 2.1, the second column presents information on
the composition of those below the poverty line, enabling us to examine the char-
acteristics of a typical such person. For each panel, these numbers sum to 100 per-
cent. Consider first the distribution of those below the poverty level by age: about
one-third are children, more than half are adults below age sixty-five, and fewer
than 10 percent are elderly.

The remainder of the table covers only those who are younger than sixty-five.
The table shows that media images of poverty as the condition primarily of people
of color and of those who live in central cities, female-headed families, or in fami-
lies whose head is not working may reflect the risk of poverty but do not always
reflect the characteristics of the typical person below the poverty level. Whites con-
stitute a larger share of the poor than blacks or Hispanics. Only about one-third of
the poor live in central cities, and fewer than half live in female-headed families.
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Fewer than half of the poor live in a family in which the primary person did not
work at all in the previous year. Some groups with relatively low poverty rates
constitute a significant proportion of the poor: nearly one-third of the poor live in
suburban areas; 30 percent live in married-couple families; and nearly one-quarter
live in a family in which the head worked full-time, full-year. Nonetheless, the
“feminization of poverty” is clear: more than half of the poor come from one of two
groups: those who live in female-headed families (41 percent) or female nonfamily
individuals (12 percent).

How Poor Are Those Below the Poverty Level?

The poverty rate is a relatively crude measure of disadvantage: individuals 
are either above or below the line. The public and policymakers may feel very
differently about the extent to which poverty is a problem depending not 
only on how many people are classified as being poor but also on how close
they are to the poverty line. The third column of table 2.1 shows the average
poverty “gap,” defined as the difference between the poverty line and income
for those who are below the line. The first row shows that the average person
below the poverty line in 2006 would have needed $8,113 in additional family
income to come up to the poverty line, suggesting that most poor families are
not clustered just below the line but would need a significant increase in their
income to move over the line. The table shows that families in which the head
is not working and families with five or more members have an average poverty
gap of over $10,000.

Income Sources of the Poor

Table 2.3 shows the income sources of the poor, differentiating between those units
in which the head is younger than sixty-five and those in which the head is
sixty-five or older. Among non-elderly heads, half have earnings that average
$3,874 (column 2). The median earnings for those with earnings is $7,000 (column 3).
As discussed elsewhere (Blank, this volume), earnings are the main source of income
for most non-elderly families, and key reasons for poverty among non-elderly
heads are unemployment and low wages. Note that to the extent that earnings are
the most important income source for low-income families, ignoring the expenses
associated with earnings (as is done by the official measure) can be a significant
problem. Governmental programs lessen the poverty gap. The role of social
insurance and welfare programs in limiting or eliminating poverty is discussed
in greater detail by Scholz, Moffitt, and Cowan (this volume). Here we simply
note that none of the other cash income sources are common for the non-elderly
who are poor—only 11.2 percent receive Social Security; 7.1 percent, public assis-
tance; 6.7 percent, child support; and 10.7 percent, Supplemental Security Income
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(SSI, the cash program for low-income people with a disability and those age sixty-
five or older). For those who receive them, Social Security (median $8,022) and
SSI ($7,200) benefits are about as large as the median earnings for workers. Total
income averages just under $6,500, though for the nearly 80 percent of families
with income, the median is higher, nearly $8,000.11 Still, on average these families
below the poverty line would need to have about twice their current income to
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TABLE 2.3 / Income Sources for Those Below the Poverty Line, 2006

Has an Average Median
Income Source Income if Present

Non-elderly heads
Earnings 50.1% $3,874 $7,002
Social Security 11.2 869 8,022
Public assistance 7.1 223 2,507
Child support 6.7 190 2,400
Supplemental Security Income 10.7 656 7,200
Other 25.0 673 1,524

Family income 78.9 6,485 7,950
Poverty gap 7,197

Food stamp value 29.4 725 1,860
Tax liability (excluding EITC) 48.2 −421 −536
EITC 35.6 653 1,225

Net family income 81.4 7,445 8,340
Poverty gap (net income) 6,240

Elderly heads
Earnings 6.2 239 3,500
Social Security 76.9 5,378 7,200
Public assistance 1.3 26 1,500
Child support 0.3 10 3,900
Supplemental Security Income 13.5 568 3,600
Other 32.5 613 877

Family income 91.3 6,834 7,934
Poverty gap 3,925

Food stamp value 17.9 199 816
Tax liability (excluding EITC) 7.8 −420 −383
EITC 2.7 33 412

Net family income 91.2 6,646 8,082
Poverty gap (net income) 4,112

Source: Authors’ calculations based on the 2007 Current Population Survey (U.S. Department of
Commerce and U.S. Department of Labor, various years).



reach the line. The noncash income sources received and taxes paid that are not
considered in the official poverty calculation are received by many of the poor—
29.4 percent receive food stamps, 35.6 percent receive the EITC, and 48.2 percent
would have some federal or state tax obligation if the EITC were not in place.
Accounting for these other sources increases mean and median incomes but still
leaves most families far from the poverty line.

Not surprisingly, a much smaller percentage of elderly poor families have earn-
ings (6.2 percent) and a much larger share receive Social Security (76.9 percent).
The median Social Security benefit for poor recipients is about the same as median
earnings for the non-elderly poor ($7,200). Mean and median family incomes are
relatively close to the figures for non-elderly families, but because these families
have fewer people in them, resulting in a lower poverty line, their average
poverty gap is considerably smaller. A comparison of the panels shows that the
income and expenditures that we can account for but that are ignored in the official
measure—food stamps, the EITC, and taxes—are less important for poor seniors
than for those below age sixty-five.

TRENDS IN POVERTY

About one in eight Americans were poor in 2006. As we have seen, poverty rates
are not uniform, but they are substantially higher for children than for elders, for
people of color than for non-Hispanic whites, and for those in single-parent fam-
ilies than for those in married-couple families. To better understand the issues 
of greatest concern and the individuals affected by them, we also consider the
progress, or lack of progress, made in fighting poverty. Even in periods of fairly sta-
ble total poverty rates, we find that some groups have made remarkable progress,
while others have lost ground.

Before examining recent trends, we comment on long-term patterns. There are
several conceptual and measurement issues that make it difficult to calculate com-
parable poverty rates for previous generations.12 A key difficulty is that research
has shown that the public’s ideas about what a family needs to escape poverty
increase as the country’s standard of living increases (Blank 2008; Citro and
Michael 1995; Ruggles 1990).13 This means that poverty measures that are based
only on prices and that ignore the standard of living can become outdated, especially
when comparisons are made over long periods. Notwithstanding these difficulties,
some researchers have calculated historical poverty rates based on thresholds that
changed only with prices. Robert Plotnick and his colleagues (2000) report a
poverty rate in 1914 of 66.0 percent, a high of 78.1 percent in 1932, and a rapid
decline in poverty during World War II to a level of 23.9 percent in 1944. Gordon
Fisher’s (1986) series begins in 1947 at 32.0 percent and declines during the
post–World War II boom to 24.3 percent in 1958. The official governmental series
then begins in 1959 with poverty at 22.4 percent, which declined to 12.8 percent
by 1968, the year when our analyses begin and the first year for which we have
consistent data.
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Poverty Rates, 1968 to 2006

In figure 2.1, we show that the official poverty rate in 1968 was 12.8 percent. The
official measure roughly follows the business cycle: poverty rose with the recession
of the early 1980s, then declined during the improved economic times of the late
1980s. Poverty rose again in the downturn of the 1990s, but declined during the
economic boom. Poverty rates increased again in the recession of 2001. A substan-
tial body of research has concluded that although a variety of factors are related to
poverty rates, they are strongly affected by the business cycle (see, for example,
Blank, this volume; Freeman 2001; Hoynes, Page, and Huff Stevens 2006). Although
this relationship still holds in general, the historical pattern changed somewhat in
the 1970s and 1980s, when poverty was linked less closely to economic growth than
it had been early in the period or since (Danziger 2007). Throughout these business
cycles, however, the official poverty rate fluctuated between 11 and 15 percent, with
the 2006 rate within half a percentage point of the 1968 rate (12.3 percent).

The figure also shows our adapted measure, a measure based on income that
incorporates taxes paid and food stamps and EITC received. Because of data limi-
tations, this series does not begin until 1979, when the rate was 12.0 percent (com-
pared to the official rate of 11.6 percent). In the early part of the period, poverty
rates for this measure were higher than the official measure because taxes on
low-income families were higher than they now are and EITC payments were
lower (Scholz 2007). For example, in 1984 the official rate was 14.4 percent, but
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FIGURE 2.1 / Poverty Trends, 1968 to 2006, by Two Measures of Poverty



our alternative measure was 16.6 percent. With the expansion of the EITC in 1986,
1990, and 1993, fewer low-income families paid net income taxes, and federal and
state EITCs (and food stamps) generally offset taxes. Thus, poverty under the net
income measure fell more than under the official measure, and the two rates were
quite similar in the years after 1995. To the extent that there is a difference, poverty
rates with the net income measure are now lower (11.6 percent to 12.3 percent)
because in addition to the federal EITC, an increasing number of state EITCs
(Levitis and Koulish 2008) provide income that more than offsets taxes.

Poverty Trends for Subgroups, Using the Official Measure

In table 2.4, we show poverty rates in 1968, 1990, and 2006. The first year for which
we have consistent data is 1968, which is close to the peak of the late 1960s boom.
The 1970s and 1980s brought stagflation and the most serious recession since the
Great Depression. Moreover, during these decades there were several significant
demographic and economic changes, with increasing rates of single-parent fami-
lies, nonmarital births, cohabitation, female labor force participation (for example,
Cancian and Reed 2001; Cancian and Reed, this volume), increased inequality (for
example, Jones and Weinberg 2000), and increased life expectancy. We show
poverty rates in 1990, which, again, was a year close to an economic peak (though
at a rate of unemployment of 5.6 percent, higher than the 3.6 percent of 1968).
After a recession in the early 1990s, there was a sustained economic boom, fol-
lowed by recession with the period ending in better economic times (an unemploy-
ment rate of 4.6 percent in 2006). Some of the demographic trends flattened or even
reversed directions during the 1990s, and others continued. For example, Cancian
and Reed (this volume) show that the percentage of married mothers in the labor
force increased from 1970 to 1990, then stabilized or declined from 1990 to 2006,
and that the largest increases in single-parenthood for African American families
were in the 1970 to 1990 period. In contrast, they show that the proportion of chil-
dren born to unmarried parents increased throughout this period, as did the pro-
portion of women who were not married. Moreover, life expectancy increased
throughout this period (Arias 2007). As shown in more detail by Cancian and Reed
(this volume), increases in employment would be expected to decrease poverty,
and increases in single-parenthood would be expected to increase it.

Throughout the 1968 to 2006 period, there were several important social policy
changes as well. As described in more detail by John Karl Scholz, Robert Moffitt,
and Benjamin Cowan in this volume, spending on social insurance programs
increased much faster than spending on means-tested programs (except for
Medicaid) during this period, and spending on in-kind programs increased more
rapidly than spending on cash programs. New programs in this period included the
EITC, child care subsidy programs, and Temporary Assistance for Needy Families
(TANF)—primarily work-focused programs and one newly federalized program
for people not expected to work (SSI). The policy changes that provided additional
in-kind benefits, benefits through the tax system, or other work supports do not
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TABLE 2.4 / Poverty Rates in 1968, 1990, and 2006

1968 1990 2006

All 12.8% 13.5% 12.3%

Age group
Children 15.4 20.6 17.4
Age eighteen to sixty-four 9.0 10.7 10.8
Elders 25.0 12.1 9.4

1968
All younger than age sixty-five 11.5 13.7 12.7

Race 1970
White 7.5 8.7 8.4
Black 32.8 31.6 24.2
Hispanic 23.8 28.3 20.7
Other 15.1 14.9 13.0

Region 1968
Northeast 8.0 11.7 11.7
Midwest 8.1 12.5 11.7
South 18.9 15.7 14.1
West 9.3 13.5 12.2

Urban status
Central city 12.2 20.0 16.7
Other metro 6.4 8.2 9.1
Rural 16.3 16.4 15.9
Unclassified 13.2 12.5

Family
Family 10.9 13.0 11.3
Nonfamily 24.3 18.8 20.8

Family type
Married-couple family 7.6 7.1 5.9
Male-headed family 16.7 12.4 14.7
Female-headed family 40.6 39.4 31.9
Male (nonfamily) 18.8 16.4 18.4
Female (nonfamily) 28.9 21.9 23.7

Family size
One 24.3 18.8 20.8
Two 8.3 9.8 9.5
Three 6.8 11.8 10.8
Four 7.1 10.9 9.8
Five 9.4 14.7 12.0
Six or more 19.2 24.2 19.3

(Table continues on p. 48.)



directly affect the official poverty rate, because these sources are not counted in
gross cash income. Thus, although our focus in this section is on official poverty
rates, we also discuss rates based on net income.

Did the economic, demographic, and policy changes over the period result in
similar trends in poverty, or did they affect some groups differentially? The first
panel of table 2.4 shows a substantially different trend by age group. In 1968 elders
were by far the most vulnerable to poverty, with rates of 25 percent, but their
poverty rates improved dramatically in the first period. Poverty continued to
decline in the second period, so that by 2006 elderly poverty rates were the low-
est of the three age groups. Because relatively few elders work, declines in elderly
poverty are primarily the result of increases in unearned income (increases in
Social Security and the introduction of the federal SSI program). Adults age eigh-
teen to sixty-four had by far the lowest poverty rates of the three groups in 1968
and showed a relatively small increase, primarily in the first period. The rate for
children, however, began relatively high (15 percent) and increased substantially
during the first period, to more than one in five children being poor, before
improving somewhat by 2006. In our view, the dramatic improvement for elders
over this period is one of the most important stories in poverty trends in the forty-
year period. Because the improvements among elders could obscure the trends for
other subgroups, the remaining panels focus on those younger than sixty-five.

The poverty rate for non-Hispanic whites shows a slight increase over this
period.14 Poverty rates for people of color are substantially higher than those of
non-Hispanic whites throughout this period and show some different patterns.
Poverty rates for non-Hispanic blacks improved slightly between 1970 and 1990
and more substantially between 1990 and 2006. The rates for Hispanics increased
during the first period before showing substantial improvements in the second.
Poverty declines for Hispanics during the second period are particularly remark-
able given the increase in immigration (for analysis, see Raphael and Smolensky,
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TABLE 2.4 / Continued

1968 1990 2006

Education of primary person
Less than high school diploma 19.5% 33.3% 31.4%
High school diploma 6.8 13.3 14.8
Some college 5.5 8.8 10.6
College degree 3.1 3.2 3.5

Worker status of primary person
Not working 42.9 55.5 47.2
Working, not full-time full-year 22.0 25.4 24.3
Working, full-time full-year 5.4 3.8 4.2

Source: Authors’ calculations based on various years of the Current Population Survey (U.S.
Department of Commerce, various years).



this volume). Thus, for both groups, poverty rates in 2006 were less than in 1970,
and substantially less for African Americans.

Poverty rates for every region other than the South increased during the first
period, reflecting the decline of the older industrial cities of the Northeast and
Midwest. During the second period, poverty rates improved in every region except
the Northeast. Similarly, poverty rates for those in central cities rose rapidly in
the first period, but declined in the second. Poverty rates in rural areas were more
stable. Poverty rates for those in married-couple families and in female-headed
families improved during both periods, with the rate for female-headed families
showing a marked decline in the second period. In contrast, rates for nonfamily
individuals and those in male-headed families declined only in the first period.

Considering education, poverty rates among those living in a unit in which the
primary person had less than a high school degree increased dramatically between
1968 and 1990, consistent with the decline in earnings and job availability for those
without educational credentials and increased employer demand for skills (see
Blank, this volume).15 Somewhat surprisingly, poverty rates for this group made
some improvement during the second period. Poverty rates for those living in a unit
in which the primary person had only a high school degree increased sharply dur-
ing the first period and continued to increase in the second period. Because of
changes in the safety net (see Scholz, Moffitt, and Cowan, this volume), the rate for
persons living in a unit in which the primary person was not working increased from
42.9 percent to 55.5 percent during the first period, before decreasing to 47.2 percent.

In summary, the trend analysis reveals a complicated picture. Some groups
showed significant improvement in poverty rates over time. We have already high-
lighted those age sixty-five and over, whose poverty rates declined from 25 percent
to less than 10 percent. Focusing on those younger than sixty-five, groups that
showed an improvement of more than 20 percent included African Americans,
those in the South, those in married-couple or female-headed families, and those
in families whose heads worked full-time, full-year. Declines in the most recent
period were particularly large for African Americans and those in female-headed
families. These trends are related in that a larger proportion of African Americans
live in female-headed families; these are also two groups that saw increases in
labor force participation (Cancian and Reed, this volume). On the other hand, sev-
eral groups showed a worsening of their poverty rates by 20 percent or more,
including those in the Northeast, Midwest, and West, those in both central cities
and suburban areas, those with a family size of two to five, and those living with
a head who had any level of education less than a college degree.

Table 2.4 focuses only on changes in the poverty rates of different subgroups.
These are important, but changes in the overall level of poverty are also a result
of changes in the size of various subgroups (not shown on table). In this regard,
some population trends among the non-elderly have been favorable. Notably, the
proportion living in a family whose head had less than a high school education—
families that typically have had high poverty rates—shrank dramatically over these
thirty-eight years, from 40 percent of the population in 1968 to 14 percent in 2006.
Similarly, the proportion of individuals living in large families, especially families
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of six or more people, declined from 26 percent of the population in 1968 to only
9 percent in 2006; thus, the high poverty rates of this group became less influen-
tial. On the other hand, two key trends would increase overall poverty rates, all
else being equal. Non-Hispanic whites, who historically have had lower rates of
poverty, shrank as a proportion of the population, from 83 percent to 64 percent.
Similarly, as discussed in more detail by Cancian and Reed (this volume), the pro-
portion living in married-couple families, another group with low poverty rates,
also declined markedly, from 84 percent in 1968 to 64 percent in 2006.

Trends in the Characteristics of the Poor

Over the nearly forty-year period between 1968 and 2006, there have been some
dramatic shifts in the composition of the poor. For example, Hispanics now make
up a substantially larger share of the poor than they did in 1970 (27 percent, com-
pared to 10 percent), with declines in shares for both non-Hispanic whites (from 
55 percent to 42 percent) and African Americans (from 33 percent to 24 percent).
However, much of this shift has been driven by changes in the population rather
than by changes in poverty rates. A combination of population shifts and changes
in poverty rates has also resulted in a larger fraction of the poor in 2006 living in cen-
tral cities and other urban areas and a substantially smaller fraction living in rural
areas (22 percent, compared to 49 percent in 1968).16 Among the subgroups we
study, there are three additional substantial differences in the composition of those
below the poverty line in 1968 and 2006, but these all primarily reflect changes in
the population rather than changes in poverty rates. First, in 1968, 43 percent of
those below the poverty line lived in families of six or more individuals; the compa-
rable figure for 2006 was 14 percent. Second, in 1968 more than half of those below
the poverty line lived in married-couple families; by 2006 only 30 percent of those
below the poverty line lived in such families. Finally, in 1968, 70 percent of those
below the poverty line were living in families in which the head did not have a high
school degree; by 2006 this group was only 35 percent of those below the poverty
line. All of these changes reflect population shifts: toward smaller families, toward
single-parent families and nonfamily individuals, and toward higher education.
Regardless of the cause, the change in the “face” of poverty has been dramatic. In
1968 a non-Hispanic white individual living in a rural area and as part of a married-
couple family whose head had less than a high school degree would have accurately
presented characteristics associated with about half or more of those below the
poverty line. By 2006, none of these characteristics would have accurately reflected
the characteristics of more than half of those below the poverty line.

Trends in the Depth of Poverty

Earlier we showed that in 2006 the amount needed to bring an individual who
was below the poverty line just up to the threshold (the poverty gap) was $8,113.
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The comparable figure for 1968 was $8,067 (in 2006 inflation-adjusted dollars), so
there have not been large changes over the period we study in how far the aver-
age poor individual is from the poverty threshold. However, the average masks
substantial variation. The largest differences in the average poverty gap between
1968 and 2006 are for those in a family whose head worked full-time, full-year
(their average gap declined by $2,378) and for those in a family of six or more peo-
ple (their gap increased by $1,840). Note, however, that the decline in the gap for
those working full-time, full-year is somewhat misleading to the extent that the
current poverty measure ignores any expenses associated with working that have
increased over this time period (child care, for example).17

Trends in Income Sources for the Poor

In these analyses, we examine two time points (1968 and 2006), use the official mea-
sure of poverty, and consider cash income sources. The proportion of non-elderly
poor families with earnings decreased from 62 percent in 1968 to 50 percent in 2006.
The share of income attributable to earnings also decreased over this time period: in
1968 earnings accounted for 67 percent of the income of the average poor family,
while by 2006 earnings accounted for only 60 percent. The proportion of family
units receiving public assistance declined from 20 percent in 1968 to 7 percent in
2006; this income accounted for 15 percent of total income for poor families in 1968,
but only 3 percent in 2006. For poor elderly families, the percentage with earnings
declined from 14 percent in 1968 to 6 percent in 2006. Thus, for both elderly and
non-elderly poor families, earnings have become less important over time. This
change, consistent with other research showing that the pretransfer poverty gap 
is growing (Ziliak 2008), means that governmental transfers would have had to
become more generous over time to bring families above the poverty line. Yet the
data show that this has not occurred: cash transfers have become substantially less
important for non-elderly families as we have moved toward a policy system that
focuses more on requiring and supporting work than on providing cash transfers.

PUTTING POVERTY IN PERSPECTIVE

Accounting for Changes in the Standard of Living, 
or, Comparisons with Others

An important criticism of the official poverty measure is that the poverty thresh-
olds have not been updated since the 1960s to reflect increasing standards of living
but instead are based on an absolute standard. Even in the eighteenth century, the
father of economics, Adam Smith, pointed out that the standard of living of a
society is closely related to how we think about what is necessary: “By necessaries
I understand, not only the commodities which are indispensably necessary for the
support of life, but whatever the customs of the country renders it indecent for
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creditable people, even the lowest order, to be without” (Smith 1852, 368). One tra-
ditional way to measure this construct is to take a particular percentage (often half)
of median income as a measure that is more closely linked to the “customs of the
country.” This type of measure is often called a “relative” measure because the
incomes of others matter in the setting of the poverty threshold. (Measures based
only on what is “needed” to survive are typically called “absolute” measures.)

In this section, we use the expanded income concept that we introduced before
(accounting for near-cash sources of income and taxes) and compare this measure
of resources to a threshold based on half of the median income. This measure then
reflects growth in standards of living over time. More specifically, we compare
equivalized household income to 50 percent of equivalized median household
income in that year.18

We use 50 percent of median household income in part because it is often used
in other countries—though the European Union now recommends 60 percent of
median income (European Union Social Protection Committee 2001)—and in part
because the U.S. official measure was approximately half the median income
when it was set in 1963. Because net incomes have risen substantially faster than
prices over the last forty years, a poverty threshold based on half of median
incomes is substantially higher than the official measure.19 For example, the offi-
cial threshold for a non-elderly adult living alone in 2006 was $10,488; the thresh-
old measure based on median income was $12,982, or about 24 percent higher.
Similarly, the official threshold for a married couple with two children in 2006
was $20,444; the threshold based on median income was $25,963, a difference of
27 percent. Because of these higher thresholds, poverty rates calculated using this
relative measure will be higher than the official rates.

Indeed, our relative-income measure always shows higher poverty rates than
the official measure or the measure that uses net income compared to the official
threshold. Poverty under this measure is 14.4 percent in 1979, when the official rate
was 11.6 percent; in 2006 this measure showed rates of 15.7 percent, compared to
12.3 percent for the official measure and 11.4 percent using the net income/official
threshold measure. Like the official rate, it increased during the difficult economic
times of the early 1980s, to 18 percent by 1983, and varied less with the business
cycle after that. When the economy boomed after the mid-1990s, median income
also rose, so the relative threshold increased, and the relative poverty measure
fell less than the official measure. For example, between 1993 and 2000 the offi-
cial measure fell 3.9 percentage points, while the relative measure fell only 1.6 per-
centage points.

Subgroups that have higher poverty rates using the official measure generally
have higher poverty rates using the relative measure. One notable exception is age
group. In 2006 the poverty rate for children, using the official measure, was 17.4 per-
cent, followed by 10.8 percent for adults age eighteen to sixty-four and 9.4 percent
for elders. The rates using our relative poverty measure are markedly different,
especially for the elderly: 20.2 percent for children, 13.4 percent for adults age eigh-
teen to sixty-four, and 18.7 percent for elders. This result occurs because many
elders have resources that put them just above the official poverty threshold, so
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the increase in the threshold for the median income measure substantially increases
their rate of poverty.

Similarly, conclusions about trends in poverty by subgroup are not particularly
sensitive to whether we use an absolute or relative measure, with one exception:
trends by age for the relative measure differ from the trends for the absolute mea-
sure. More specifically, the absolute rate for the elderly falls from 25.0 percent in
1968 to 9.4 percent in 2006, whereas a comparable (gross cash income) relative
measure declines from 38.9 percent in 1968 to 28 percent in 2006.20 Thus, this is a
case in which poverty measurement may matter a great deal. If policymakers are
considering whether to slow the increases in Social Security benefits, data based on
the official measure could lead them to make such cuts, since elders are now at lim-
ited risk of poverty. Data based on the relative income measure, however, would
suggest that they should proceed more cautiously: according to this measure, elders
are still very vulnerable, and the rate of decline has not been as dramatic.

Poverty in the United States Compared 
to Selected Other Countries

The Luxembourg Income Study (LIS) allows researchers to compare poverty rates
in the United States to those in other countries. The most recent data available from
this source are from about 2000 (specific years of data vary somewhat across coun-
tries). The economist Timothy Smeeding (2006) has recently compared poverty
rates in the United States with rates in ten other countries (Canada and nine
European countries), using a measure of resources similar to our “net income”
measure and a threshold based on half the median income in each country.21 As
shown in the first column of table 2.5, poverty in the United States is the highest of
the countries examined, at 17 percent. Poverty rates in Canada are substantially
lower, at 11.4 percent, and they are particularly low in the Scandinavian countries—
5.4 percent in Finland and 6.5 percent in Sweden. The next column shows that the
United States has particularly high poverty rates for households with children, at
19 percent. Here the contrast with the Scandinavian countries is most stark: their
poverty rates for households with children are much lower than their overall rate,
at 4 percent in Sweden and 3 percent in Finland. The third column shows that the
United States also does not compare favorably in poverty rates for the elderly,
having the second-highest rate, though it is substantially lower than Ireland’s.22

In the final column, we report Smeeding’s analysis of a measure roughly compa-
rable to the U.S. official poverty measure. Note that this analysis is substantially dif-
ferent from the earlier columns, in which the poverty threshold for each country is
set based on its own income distribution in recognition that part of the concept of
poverty is having less than what “the custom of the country” deems it needful to
have. In the absolute measure, the approximate amount that could be purchased in
the United States with an income just equal to the U.S. threshold is taken and the
equivalent amount of income is calculated in other countries. Under this measure,
poverty in the United States is lower than that in the United Kingdom and closer to
other countries. Thus, the United States has higher poverty rates than other rich
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countries under both measures, but it has especially high rates when poverty is
defined as having substantially less income than others in the country.

The LIS has data from some countries in the mid-1980s as well as around 2000,
so trends can also be explored. Smeeding (2006) examines changes in relative
poverty between approximately 1987 and 2000. Poverty in the United States
declined from 17.8 percent to 17.0 percent during this period. The trends do differ
by country: poverty rates in the United Kingdom, Belgium, and Ireland all increased
by over three percentage points over a roughly comparable period, whereas the
largest decline, one percentage point, was in Sweden, followed by the decline in
the United States.

Why does the United States rank so poorly in comparisons with other wealthy
nations? A substantial literature has explored this question (see, for example,
Burtless 2007; Kim 2000; Osberg, Smeeding, and Schwabish 2004; Rainwater and
Smeeding 2003). Because so few elders work, the primary factors related to their
poverty are unearned income, primarily the generosity of public pensions and
other governmental supports. Even though great strides have been made in
reducing poverty among elderly Americans in the last forty years (see table 2.4),
the United States still ranks second only to Ireland among the eleven countries
surveyed by Timothy Smeeding using the relative measure of poverty. The United
States does not fare any better in poverty among elders according to an absolute
measure that applies the U.S. threshold adjusted for purchasing power to other
countries. Here the United States ranks second only to the United Kingdom among
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TABLE 2.5 / Poverty Rates in Eleven Rich Countries

Relative Measure

Households Age
with Sixty-Five

All Children or Older All

United States 17.0% 18.8% 28.4% 8.7%
Ireland 16.5 15.0 48.3 NA
Italy 12.7 15.4 14.4 NA
United Kingdom 12.4 13.2 23.9 12.4
Canada 11.4 13.2 6.3 6.9
Germany 8.3 7.6 11.2 7.6
Belgium 8.0 6.0 17.2 6.3
Austria 7.7 6.4 17.2 5.2
Netherlands 7.3 9.0 2.0 7.2
Sweden 6.5 3.8 8.3 7.5
Finland 5.4 2.9 10.1 6.7

Source: Reprinted from Smeeding (2006) with permission.
Notes: Data are from 2000 except for the United Kingdom and the Netherlands, where data are
from 1999. The relative measure compares cash and near-cash household income to 50 percent
of median equivalized household income. The absolute measure uses the U.S. poverty thresh-
old, converted to each country’s currency using purchasing power parities.

Absolute Measure



the nine countries for which these calculations were made. These results suggest
that while policy in the form of Social Security and SSI have been successful in
reducing poverty, the generosity of these old-age retirement and insurance pro-
grams in the United States lags behind that of industrialized European countries.

Among the non-elderly, the story is somewhat more complicated, but explana-
tions center on differences in taxes, social insurance (benefits that are not means-
tested), and social assistance (means-tested benefits, including the EITC in the
United States and the Working Tax Credit [WTC] in the United Kingdom), as
well as differences in labor supply and differences in earnings in the United
States compared with wealthy European countries.

One way to assess the poverty-reducing effects of taxes, social insurance, and
social assistance is to compute poverty rates using gross market income, compute
rates using net disposable income, and then compare the two measures. Both
Smeeding (2006) and Janet Gornick and Markus Jäntti (forthcoming) have per-
formed this exercise using LIS data from around 2000, for slightly different sets of
countries. The results indicate that the tax and transfer policies of other countries do
far more to reduce poverty than similar policies in the United States. Among the
eleven countries for which Smeeding performed this exercise, the United States
achieved the lowest poverty reduction as a result of tax and transfer policy, at
26.4 percent. The next-lowest country was Ireland, at 44.1. The remaining ten coun-
tries all had percentage-poverty-rate reductions due to tax and transfer policy of
around 60 percent or more. Gornick and Jäntti also find that the United States ranks
lowest in the poverty-alleviating effects of tax and transfer policy when a relative
measure of poverty is used among the thirteen countries they survey. When they
use an absolute standard of 1.25 times the U.S. poverty threshold, they find that the
United States ranks above only the relatively poor countries of Israel and Poland.23

These results suggest that policy in the United States is doing far less to reduce
poverty than in most other countries. The primary reason for the ineffectiveness
of U.S. policy is the level of expenditures. Among the eleven countries surveyed
by Smeeding, the United States ranks the lowest in non-elderly cash and near-cash
social spending as a percentage of GDP, and it has the highest non-elderly poverty
rate. The United States is not merely a special case: across the eleven countries, the
correlation between the percentage of non-elderly poor and non-elderly social
expenditures is very high, at 0.78.

To what extent do relatively high poverty rates in the United States have to do
with differences in labor supply or wages? Smeeding also examines this ques-
tion and finds that average annual hours worked by the head and spouse in
poor households in the United States exceeds that of the six other countries for
which there is comparable data. In most cases, the differences are quite striking.
For instance, using a net-disposable-income measure and a relative (50 percent
of median household income) poverty threshold, poor U.S. household heads and
their spouses worked an average of over 1,200 hours per year in 2000, compared
with only 489 in the Netherlands, 371 in Germany, and 463 in Belgium, all countries
with dramatically lower poverty rates. Thus, high poverty rates in the United States
are not merely the result of low levels of labor supply. In fact, quite the contrary
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is true: non-elderly poor in the United States work more hours than their coun-
terparts in other wealthy nations.

While differences in labor supply do not explain the relatively high poverty rates
in the United States, low wages do. As shown by Smeeding (2006), the correlation
between the percentage of full-time workers earning less than 65 percent of median
earnings and the non-elderly poverty rate among the eleven countries he surveyed
is 0.92. Furthermore, the United States has the largest absolute and percentage dif-
ferential between poverty rates for children with the least-educated parents and
children with more-educated parents, suggesting that much of the U.S. problem is
rooted in low earnings for the lowest-skilled workers.

CONCLUSION

In 2006, forty-two years after the War on Poverty was proclaimed, poverty accord-
ing to the official measure was 12.3 percent—about the same as it was in the late
1960s. A poverty measure that incorporates additional income sources shows
somewhat lower poverty, 11.4 percent, but if a relative measure (which incorpo-
rates changes in the standard of living over time) is used, poverty in 2006 would
be 15.7 percent.

Is the poverty rate, whether it is 11 percent or 16 percent, so high that it is a
social problem, or is it at about the best one can expect? When the war was pro-
claimed, its architects thought that poverty could be eradicated, but there were no
real comparison points for a particular level of poverty. We can now compare the
poverty level to two benchmarks: poverty in the United States in previous years,
and poverty in other countries. On both comparisons, the United States fares
poorly. Over the 1968 to 2006 period, even during the best economic times, with
substantial governmental efforts, and with a poverty threshold that many con-
sider too low, the official poverty rate has never been as low as 10 percent, and
there is no strong trend toward lower poverty rates over time. Moreover, not only
are U.S. poverty rates high compared to the recent historical record, but they are
also quite high compared to rates in other developed countries.

In addition to being high, an examination of the trends in poverty shows that the
level of overall poverty is remarkably and stubbornly stable. Over the years we
analyze, over the business cycle, the poverty rate does not change a great deal even
though living standards now are much higher than they were in the mid-1960s.

There are substantial differences in poverty rates across demographic groups
that have persisted over the study period. Using the official measure, the highest
poverty rates, all above 20 percent, are for those living in female-headed families,
those living in a family whose head does not have a high school degree or was not
working, and people of color. The first two characteristics highlight the critical
importance of the labor market. Part of the reason single-parent families have
higher rates of poverty is that there is only one adult available to work, and that
adult must cover both economic support and nurturing.24 Part of the reason indi-
viduals with low education have such high poverty rates is that their earnings are
low. In both these cases, those with low earnings (and especially those with no
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earnings) are at very high risk of poverty because in the United States programs to
supplement low earnings are generally not generous enough to bring them above
the poverty level (see Scholz, Moffitt, and Cowan, this volume). Finally, the fact
that people of color have such high poverty rates highlights the extent to which
race is still strongly connected to opportunity and outcome in the United States.

Yet we caution against making simplistic assumptions about who is poor or the
causes of poverty. We have shown that poor people are represented among all
groups in the population and include people of all ages, races and ethnicities, edu-
cational levels, and family and work statuses, living in all regions and urban and
rural locations. Among the official poverty population, 55 percent are between the
ages of eighteen and sixty-four. Among the non-elderly poor, 42 percent are non-
Hispanic whites, 30 percent live in a married-couple family, and more than half have
at least one worker in the family. Moreover, some of the groups with higher poverty
rates in 2006 made substantial progress over the period we study. For example,
poverty rates for those in female-headed families and for African Americans had
fallen to about three-quarters of their 1970 level by 2006, and rates for Hispanics
fell to less than three-quarters of their 1990 level. These success stories are also
part of the overall picture of poverty trends.

A detailed examination of the causes of the level of poverty and its trends is
beyond the scope of this chapter. Nonetheless, we do note that the boom in the
1990s was associated with increased willingness on the part of employers to hire
minorities and other groups that had traditionally faced disadvantages (Holzer,
Raphael, and Stoll 2006), and that there remains a strong link between macro-
economic performance and the poverty rates of various disadvantaged groups (see
Blank, this volume). The trends also suggest that policy can make a difference in
fighting poverty. The prime example is that most analysts credit increases in Social
Security benefits as the primary cause of the dramatic declines in elderly poverty
(see, for example, Burtless and Quinn 2001; Danziger 2007; Engelhardt and Gruber
2006). Researchers have found that increases in the employment rate among single
mothers in the 1990s were due not merely to the economic boom but also to
increases in the EITC and changes in welfare policy (see, for example, Meyer and
Rosenbaum 2001; Ellwood 2000), and these increases in employment are part of the
reason for the decline in poverty rates among single mothers. It is also instructive
to consider the experience of the United Kingdom. In 1999 Prime Minister Tony
Blair essentially declared war on child poverty, pledging to end it by 2020. The
pledge led to a substantial review of policies affecting poverty and to significant
policy change. The initial results were quite positive: 600,000 children were lifted
out of poverty, although progress has slowed, and the intermediate goals have not
yet been met (Minoff 2006; Palmer, MacInnes, and Kenway 2007).

As President Johnson predicted, the struggle against poverty has not been “short
or easy.” He also realized that no “single weapon or strategy” would be sufficient.
Despite a variety of social policy changes, discussed in other chapters in this vol-
ume, the official measure, as well as our alternative measures, shows that very little
progress has been made. Perhaps it is time for a renewed war on poverty, this time
fought with new commitments and different policy weapons.
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NOTES

1. Johnson’s State of the Union speech, delivered on January 8, 1964, is available at:
http://www.americanrhetoric.com/speeches/lbj1964stateoftheunion.htm.

2. We do not present much information on the depth of poverty; for a discussion of
indices that include more than just dichotomous measures of whether an individual is
poor, see, for example, Sen (1976) or Ziliak (2006). We focus here only on poverty in a
single time period rather than on persistent or permanent poverty. For simplicity, we
also ignore other issues, including whether income or consumption is the best mea-
sure of resources and whether there should be a single measure or multiple measures.

3. Through 1969, the thresholds were indexed using the price of food. Up until 1980, the
poverty thresholds were indexed using the consumer price index (CPI) for urban
wage earners and clerical workers. Since 1980, it has been indexed by the consumer
price index for all urban consumers (CPI-U).

4. The percentage spent on food was based on the 1955 Household Food Consumption
Survey (the latest available to Orshansky in the mid-1960s). The survey indicated that
on average families of three or more persons spent an average of one-third of their
weekly after-tax income on food. However, the same survey indicated that families of
two persons and single individuals spent a lower fraction of their income on food, so
for these units a higher multiple was applied to the Economy Food Plan to determine
a poverty threshold.

5. See U.S. Census Bureau, Poverty Thresholds, available at: http://www.census.gov/
hhes/www/poverty/threshld.html. The comparable figures for 2006, the year of the
data we use here, are $9,669, $20,614, and $41,499.

6. In households containing two or more unrelated families, each family’s poverty sta-
tus is determined separately on the basis of its family-specific threshold and income.
The poverty status of nonfamily individuals age fifteen and over, whether they are
living with a family, by themselves, or with other nonfamily individuals, is assigned
by comparing their personal income to the poverty line for one person. The poverty
statuses of persons residing in institutional group quarters, college dormitories, mili-
tary barracks, and living situations without conventional housing that is not a shelter
are not computed. Also, because the CPS collects only income data for persons over
the age of fourteen, the poverty status of nonfamily individuals under the age of fif-
teen is not computed.

7. We use our own calculations rather than the Census Bureau’s published series for
two reasons. First, we calculate the official poverty rate for subgroups that are not
available in the published series (including, for example, family size and our division
of family type). Second, the alternative poverty measures we report are not available
from the Census Bureau. By using our own calculations, any differences in poverty
rates among the series are not due to any differences in how we and the Census
Bureau analyze the data.

8. The Inter-University Consortium for Political and Social Research (ICPSR) files of the
March CPS do not provide information about food stamp receipt until 1980, and they
do not provide estimated taxes until 1991. Thus, we impute federal, state, and payroll
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taxes for years prior to 1991 using the TAXSIM model of the National Bureau of
Economic Research (NBER) (Feenberg and Coutts 1993). We impute the values of miss-
ing variables when possible, but there is not enough information in the CPS to impute
mortgage interest (and other itemized deductions), child care expenses, and capital
gains and losses. We ignore these variables in our tax imputations. Our filing status
imputations also differ from those published by the Census Bureau. In years in which
both our imputations and those from the census are available, our average tax liability
is higher, suggesting that we have omitted some income tax deductions. Our basic strat-
egy when presenting information on poverty measures using net income is to use CPS
imputations when discussing the level of poverty and to use our own imputations using
TAXSIM when discussing trends, since this is a longer, more consistent series.

9. Our categories are focused on race and ethnicity but not on immigrant status because
immigration is covered in more detail in the chapter by Steven Raphael and Eugene
Smolensky.

10. Our goal with this descriptive regression is not to attempt a causal model but to
examine heuristically whether disadvantage accumulates by estimating whether
interaction terms are statistically significant. Using a linear probability model and
measuring each characteristic as a dichotomous variable provides coefficients that
are simple to interpret.

11. Underreporting of income may be a significant problem. For example, the amount
of welfare income reported in surveys totals substantially less than the amount of
benefits paid according to government accounts. This topic is the subject of a body
of research and has led some to argue for consumption-based measures; for a dis-
cussion of these issues, see, for example, Bavier (2008), Meyer and Sullivan (2007),
or Ziliak (2006).

12. The U.S. Census Bureau calculates official poverty rates back to 1959, using a threshold
that is backdated for changes in prices. Gordon Fisher (1986) has back-cast the official
threshold even further, to 1947, and Robert Plotnick and his colleagues (2000) have cre-
ated a poverty series that dates back to 1914. All of these series are back-cast only for
changes in prices and do not reflect increases in the general standard of living.

13. For example, in showing that responses to the minimum amount needed to “get
along” track 50 percent of median income through the late 1980s, Rebecca Blank
(2008) suggests that as the general standard of living increases, so does the amount
reported as needed. Since the late 1980s, with increases in inequality, responses to the
amount needed to get along have increased by more than median income and seem
more closely related to half the mean income. Thus, if median or mean incomes are
increasing, updating a poverty line by prices only will eventually underestimate what
most people think of as the amounts needed to get by.

14. This panel uses 1970 as the base because Hispanics were not consistently identified
in 1968.

15. Of course, the types of individuals who had less than a high school education probably
also changed substantially over this time period.

16. The figures for 1968 examine only those whose status has been classified; 15 percent
of the poor were not classified into central city, other urban, or rural.

17. Since large families have become less common, the types of individuals in these families
may have become less typical, and this could result in increases in the poverty gap.
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18. Unlike the official measure, poverty status is computed for all household members,
regardless of their family membership. We thus assume that all household members,
whether related or not, share their incomes. Because this assumption is not likely to
hold for persons living in non-institutional group arrangements (such as college dor-
mitories), we excluded these persons from this measure. We use the household rather
than the family because this procedure is roughly equivalent in concept and construct
to how many industrialized countries measure poverty. Income is equalized using the
scale (Household Size)0.5.

19. A higher poverty threshold is also appropriate given that food expenditures are now
a much lower portion of overall expenditures, which suggests that food costs should
be multiplied by a much larger multiplier than three to be consistent with the original
methodology. Based on the 2006 Consumer Expenditure Survey, food expenditures
for consumer units averaged slightly more than 10 percent of before-tax income.

20. Because our net income measure does not go back to 1968, for this long-term trend we
compare gross cash income to the relative income threshold.

21. A key difference from our net income measure is that Smeeding’s measure includes
cash housing benefits.

22. Ireland experienced rapid growth in income during the 1990s, particularly among the
young, but very little growth in pension income. This is the primary reason why
Ireland’s relative poverty rates are so high among elders. This rapid growth in incomes
with a corresponding increase in inequality is also one of the reasons why Ireland shows
an increase in relative poverty over the 1987 to 2000 period. Smeeding (2006) also com-
putes changes in poverty using a measure where the threshold is anchored at 50 percent
of equivalized household income in 1987 and only adjusted for inflation thereafter.
According to this measure, Ireland’s poverty rate decreased from 16.5 percent to 1.2 per-
cent between 1987 and 2000.

23. When the 1.25 times the U.S. poverty threshold is applied to a net-disposable-income
measure, Israel has a poverty rate of 29.3 percent and Poland has a poverty rate of
81.5 percent.

24. For most single-parent families, there is a living parent who does not reside with the
child, making child support an important potential income source. In addition, in theory,
single-parent families could live with other adults, which would lessen the burden on a
single adult to provide both economic support and care (for information on the living
arrangements of single parents, see Cancian and Reed, this volume).
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Chapter 3

Economic Change and the Structure of
Opportunity for Less-Skilled Workers

Rebecca M. Blank

The primary source of support for most non-elderly adults comes from their
employment and earnings. Hence, understanding the jobs and wages available
to less-educated workers is key to understanding changes in the well-being of

low-income populations. Expansions and contractions in the macroeconomy influ-
ence unemployment rates, wages, and overall economic growth, all of which are
important determinants of the economic circumstances facing low-income families.

This chapter focuses on the trends in labor market and macroeconomic circum-
stances that particularly affect less-educated and low-wage workers. The first section
looks at changes in work behavior among individuals by skill level, the second at
unemployment and job availability. The third section investigates trends in earnings
and discusses the reasons behind substantial earnings shifts among less-educated
men and women since 1980. The fourth section looks at the most disadvantaged
families and investigates the relationship between macroeconomic and labor market
factors and poverty rates. The final section discusses policy implications.

A primary finding is that low-income families are more reliant on jobs and earn-
ings in the 2000s than they were in past decades. This is particularly true for less-
skilled single mothers, who greatly increased their earnings following welfare
reform in the mid-1990s. Maintaining a high-employment economy, with stable or
growing wages and jobs that are readily available to less-educated workers, contin-
ues to be the most important antipoverty policy for this country. The deep recession
that began in 2007 and has already brought unemployment rates to their highest
levels in twenty-five years is likely to cause significant increases in poverty.

WORK BEHAVIOR AMONG LESS-EDUCATED PERSONS

The economy primarily affects individuals who are working or actively looking for
work. Because trends in labor force participation since 1980 have differed between
less-educated men and women, I discuss the factors influencing work behavior
among men first.
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Changes in Work Among Less-Educated Men

Employment declined markedly among less-educated men between 1979 and
2007, although more of this decline occurred between 1979 and 1995 than in the
more recent decade. Figure 3.1 shows the trends over this time period in the share of
men between the ages of eighteen and fifty-four who reported themselves as
either working or looking for work.1 The solid line shows labor force participa-
tion among men who did not hold a high school diploma. The dashed line shows
labor force participation among men who held only a high school diploma,
while the dotted line represents men who had at least some schooling beyond
high school.

Men with more than a high school diploma have always been highly likely to
work, with about a 90 percent labor force participation rate throughout this time
period. (The slight decline is due to growing years of school and earlier years of
retirement within this group.) In contrast, men with only a high school diploma or
less have seen substantial declines in labor market involvement. The participation
rate among non-elderly men without a high school diploma fell from 79 percent to
73 percent between 1979 and 2007; among those with exactly a high school diploma
it fell from 92 percent to 83 percent. These declines are particularly steep among
African American men (data not shown).
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Later I discuss wage declines for these men, particularly over the 1980s. Chinhui
Juhn (1992) indicates that virtually all of the decline in less-skilled men’s labor force
participation over the 1980s can be explained by declining wages. More recent
declines are less easily understood. While labor force participation has risen slightly
among the least-educated, it continues to decline among those with just a high
school education. This is true even though unemployment rates remained relatively
low throughout the 1990s and early 2000s. Harry Holzer, Paul Offner, and Elaine
Sorensen (2005) indicate that increased incarceration (making men less employable
upon release) and increased child support enforcement (making work less lucrative)
explain some, but not all, of the decline in labor force participation among young
black men. There appears to have been a behavioral change in labor market involve-
ment among less-skilled young men, especially black men, that was unrelated to
measurable economic variables. It is unclear whether the deep recession that started
in 2007 will exacerbate these trends as even fewer jobs are available.

Even more disturbing, these data underestimate the declining labor market
involvement of less-skilled men because they exclude men in the armed forces
and in prisons and jail. Over the past two decades, incarceration rates have risen
rapidly, especially among lower-skilled black men (Western 2006). Thus, fewer
less-skilled men are now in the non-institutionalized population used to measure
labor force participation statistics.

Table 3.1 indicates the magnitude of this effect for selected years between 1980
and 2006. The number of men in jails or prisons under state or federal jurisdiction
grew from around 420,500 in 1980 to just over 2 million in 2006, while the size of the
armed forces shrank from 1.86 million to 1.17 million. The first two rows show the
actual employment-to-population ratio for the non-institutionalized civilian popu-
lation and the estimated ratio if one includes the armed forces in both the popu-
lation and the employment numbers and the men in jails and prisons in the
population (but not in employment). The net effect is to increase the employment-
to-population ratio in 1980, from 72.0 percent to 72.3 percent, as the addition of the
(employed) armed forces more than dominates the addition of (not employed) pris-
oners. By 2006 the growing prison population has a larger effect than the shrinking
armed forces population, and the net effect is to decrease the employment-to-
population ratio from 70.1 percent to 69.1 percent. This adjustment suggests that
declines in labor force participation would have been even larger if a growing num-
ber of men had not been incarcerated.

The last three columns in table 3.1 present these same data by race for 2006. In
this year, adding in the armed forces and the prison and jail populations would
reduce the employment-to-population ratio by less than 0.4 percentage points for
white men, by 3.4 percentage points for black men, and by 1.9 percentage points
for Hispanic men. This reflects the much larger rate of incarceration among black
and Hispanic men.

The bottom two rows of table 3.1 compare the actual unemployment rate with
a simulated rate that includes the armed forces in the employed population and
the prison population in the labor force. In this simulation, I count all armed
forces personnel as employed. I assume that 80 percent of prisoners would be in
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the labor force if they had this option, and that their unemployment rate would be
25 percent. While high, this unemployment rate is not unreasonable for those who
have been incarcerated. This simulation has almost no effect on the overall unem-
ployment rate in 1980 or 1990. By 2006, however, the simulated unemployment
rate is 5.0 percent compared to the actual 4.6 percent rate, more than 8 percent
higher. The simulations for 2006 by race raise unemployment among black non-
elderly men by a full percentage point, from 9.6 percent to 10.6 percent, among
Hispanics by 0.5 percentage points, and among whites by 0.2 percentage points.

In short, if we adjusted our labor force statistics to include the armed forces and
to take into account the growing incarceration rates among men, our labor force sta-
tistics would look worse than they do. We would have seen even faster declines in
labor force participation than were actually observed, because the share of men in
prison has increased rapidly. This compositional effect has also lowered unemploy-
ment rates by removing young men, who are likely to have very high unemploy-
ment rates. And of course, it is worth noting that these high rates of incarceration
also reduce future employment and earnings once these men are released (Western
2006; Holzer, Raphael, and Stoll 2007).

The share of the less-skilled labor force that is composed of immigrants rather
than the native-born has also increased. Table 3.2, taken from Borjas (2006), shows
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TABLE 3.1 / The Effect of Including Armed Forces Members and Men in Prisons and Jails
in Men’s Labor Force Statistics, Based on All Men Age Sixteen and Older

2006

1980 1990 2000 2006 White Black Hispanic

Employment-to- 
population ratio
Actual 72.0% 72.0% 71.9% 70.1% 70.2% 60.3% 76.8%
Including armed
forces and inmatesa 72.3 71.8 71.0 69.1 69.8 56.9 74.9

Unemployment rate
Actual 6.9 5.7 3.9 4.6 3.9 9.6 4.8
Simulatedb 6.8 5.7 4.2 5.0 4.1 10.6 5.3

Sources: Author’s compilation based on U.S. Department of Labor, Bureau of Labor Statistics,
http://www.bls.gov/home.htm; “Unpublished Tables from the Current Population Survey,
Annual Averages, 2006.” U.S. Department of Defense, Defense Manpower Data Center, DRS 21811
as of September 30 for selected years. U.S. Department of Justice, Bureau of Justice Statistics,
Prisoners at Midyear 1995 and Prison and Jail Inmates at Midyear 2000 and 2006, http://www.ojp.
usdoj.gov/bjs/prisons.htm; Male Prisoners Under State or Federal Jurisdiction, 1977–2004 and Jail
Inmates by Sex, 1978–1993, http://www.ojp.usdoj.gov/bjs/dtdata.htm#corrections.
a. Adds armed forces members into both employment and population; adds men in prisons and
jails into population but not employment.
b. Unemployment rate estimated to include all armed forces personnel in the labor force. This
simulation assumes that all men in prisons and jails were available to work and that 80 percent
of inmates would be in the labor force if it were an option, but that the unemployment rate
would be 25 percent among this population.



the percentage of men and women who were immigrants in three different edu-
cation groups, using census data from 1980, 1990, and 2000. Among those without
a high school diploma, the share of men who were immigrants increased from
11.1 percent to 41.2 percent between 1980 and 2000; among similar women, the
immigrant share rose from 12.2 percent to 35.1 percent.2 Although the groups with
more education also show substantial increases in immigrant share, the numbers
are much lower. For both men and women with a high school diploma or with
higher levels of schooling, the immigrant share was around 10 percent in 2000.
Most of these immigrants were Hispanic workers, with a much smaller share who
were Asian, black, or white. All else being equal, rising immigration has helped to
raise labor force participation over time. Of course, all else may not be equal.
Labor force participation among natives may be reduced by immigration (see
Raphael and Smolensky, this volume; Borjas, Freeman, and Katz 1997).

Changes in Work Among Less-Educated Women

Figure 3.2 shows labor force participation changes among women between 1979
and 2007, differentiating between the same three education groups as in figure 3.1.
The trends in work behavior in the formal labor market are quite different for
women versus men. In general, all women have increased their labor force involve-
ment since 1979, although the patterns of change differ across groups. Women with
post–high school training (the dotted line in figure 3.2) show steady increases in
work, from 68.0 percent in 1979 to 78.8 percent in 1998, after which the rate falls
slightly, to 76.6 percent, in 2007. High school graduates show a similar pattern,
starting at 61.7 percent in 1979, peaking at 69.9 percent in 1997, and falling to
66.8 percent in 2007.

In contrast, women who were high school dropouts had labor force participation
rates just over 44 percent from 1979 to 1994. Their rate increased to over 50 percent
by 2000, then declined slightly to 47.8 percent by 2007. The increase in work among
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TABLE 3.2 / Immigrant Population Share by Skill Level, 1980, 1990, and 2000

1980 1990 2000

Men: Percentage immigrant
Less than high school 11.1% 23.6% 41.2%
Exactly high school 3.9 6.6 11.0
More than high school 6.2 7.8 10.6

Women: Percentage immigrant
Less than high school 12.2 21.6 35.1
Exactly high school 4.5 6.2 9.8
More than high school 5.9 6.8 9.0

Source: Census data presented in Borjas (2006), table 2.1.



the least-educated women in the mid-1990s was related to the policy changes in
welfare and in work subsidies enacted at that time. Cash welfare support became
much less available, and those on welfare were required to participate in welfare-
to-work programs. A very large number of single-mother families left welfare and
increased their earnings. At the same time, expansions in the Earned Income Tax
Credit (EITC) made work more attractive. Research has linked work expansions
among less-skilled women with both the EITC expansions and the welfare reform
changes (Blank 2002; Grogger and Karoly 2005; Cancian and Reed, this volume).

Increases in incarceration have had little net effect on women’s overall labor
force statistics. Although the share of incarcerated women has grown substantially,
the total number remains quite low.

Of greater concern is the growing number of women who have left welfare but
have not found employment. Rebecca Blank and Brian Kovak (2009) document
increases in the number of “disconnected women”—single mothers who are neither
working nor on welfare. A high share of these women face barriers to employ-
ment, such as learning disabilities, mental and physical health problems, past his-
tories of domestic violence or sexual abuse, or other issues that limit their ability
to hold full-time, steady employment. Much more extensive interventions are
needed to move this population to economic self-sufficiency (Blank 2007).

Similar to less-skilled men, a growing share of women without a high school
diploma are immigrants, as table 3.2 indicates. In 2000, 35.1 percent of these women
were born outside the country. Immigrant shares remain lower among women than
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among men, in part because single men are more likely to immigrate. Immigrant
women are also less likely to be in the labor force than are native-born women.

In sum, since 1979 men’s labor force participation has fallen, but women’s has
risen. A primary reason for this is different wage trends among less-skilled men
and women. We turn to that issue after a discussion of job availability.

JOB AVAILABILITY, UNEMPLOYMENT, 
AND THE BUSINESS CYCLE

Labor force participation measures the share of the population that is working or
looking for work. If a high share of those in the labor force are without a job but
searching, this indicates lower well-being than when employment is high. Hence,
the overall unemployment rate is an important indicator of economic well-being,
particularly for lower-wage workers, who generally face higher unemployment
rates than more-skilled workers.

Changes in Unemployment

Figure 3.3 plots unemployment rates by education level between 1979 and 2007
for the three groups shown in figures 3.1 and 3.2. Data are not shown separately
for men and women, in part because their unemployment rates move together
very closely. Women’s unemployment is slightly higher than men’s in most years,
particularly among high school dropouts.

Unemployment rates were relatively low from the mid-1990s to the mid-2000s,
certainly in comparison to the early 1980s, when unemployment rose steeply.
Among those with less than a high school diploma, unemployment was 16.4 per-
cent in 1983. Even as overall unemployment fell, unemployment rates among the
less skilled exceeded 8 percent in every year between 1979 and 2007, even during
the booming years of the 1990s. Those with less than a high school diploma had
an unemployment rate of 8.7 percent in 2007, well above the 5.2 percent for high
school graduates and the 3.1 percent for those with post–high school training.
While we do not yet have 2008 data available, unemployment rose sharply over
this year as the economy moved into recession, and overall unemployment rates
in 2009 are expected to rival or exceed those of the early 1980s. The historical pat-
tern is clearly being repeated in the recession of the late 2000s, as unemployment
among the least skilled is rising much more rapidly than unemployment among
more highly skilled workers.

Changes in Jobs and Job Availability

Since the mid-1980s, the labor market has absorbed a large increase in less-skilled
immigrant workers and a large increase in less-skilled native-born women workers,
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while experiencing relatively low and stable unemployment rates through most of
this period. Even with some decline in male labor force participation among less-
educated workers, the U.S. economy has been the envy of many other countries that
have faced much higher unemployment and lower labor force participation over the
past two decades. This reflects strong overall U.S. economic growth during these
decades, which created a growing number of jobs.

There has been much concern about the declining number of “good jobs” that
pay high wages and provide fringe benefits for less-educated workers. Figure 3.4
plots changes in manufacturing jobs from 1985 to 2007 among men and women.3

The black bars show the percentage of all workers employed in manufacturing.
The gray bars show the share of less-skilled workers (those with a high school
diploma or less) working in manufacturing. Manufacturing jobs have declined
dramatically—among all male workers, the share employed in manufacturing fell
from 29.1 percent in 1985 to 16.8 percent in 2007. Among less-educated men, this
decline has been even faster, from 33.5 percent in 1985 to 19.5 percent in 2007.
Women have always been less likely to work in manufacturing; by 2007 fewer
than 10 percent of women workers were in this industry. Less-educated women
saw their manufacturing employment decline from 22.4 percent to 12.3 percent
between 1985 and 2007.

The decline in manufacturing jobs has not meant that fewer jobs are available
for less-skilled workers; rather, it has meant that different jobs are available. For
instance, figure 3.5 shows the share of workers in retail trade and selected service
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jobs, including hotels, restaurants, and entertainment and tourism. The share 
of less-educated men in these jobs grew from 23.9 percent to 27.7 percent
between 1985 and 2007, and the share of less-educated women from 35.8 percent
to 39.6 percent.

Figure 3.5 shows growth in a selected set of jobs. There has also been substantial
employment growth among less-educated workers in health care and in clerical
jobs. Such industry shifts, reducing manufacturing jobs but increasing other job
opportunities, can cause severe short-term disruptions for individuals who find
themselves seeking work in very different sectors of the economy. Particularly
among less-educated men, the jobs they used to hold have become much less avail-
able. In aggregate, however, there have been jobs available to less-skilled workers
over the past three decades. The problem has not been job availability, but the
wages that these jobs pay, as we discuss later in this chapter.

The Effect of the Economic Cycle on Less-Skilled Workers

Less-educated workers are more affected by cyclical movements in economic growth
than are more-educated workers. When unemployment rises, less-educated work-
ers are more likely to lose their jobs, to move into part-time work, or to leave the
labor force entirely. A glance at unemployment trends among more- and less-
educated workers (figure 3.3) indicates that unemployment among the less-educated
is much more cyclical than among more-educated workers (Hoynes 2000; Blank and
Shierholz 2006).

An interesting question is whether the economic situation of less-educated work-
ers has become more or less sensitive to changes in unemployment over time. One
group that has become more vulnerable to economic fluctuations, in part as a result
of welfare reform, is low-income, single-mother families. Prior to welfare reform,
unmarried women with children were less affected by unemployment because they
had ready access to cash assistance. As this has changed, their reliance on the labor
market has risen, and hence their exposure to unemployment and economic cycles
has grown.

A mild recession in 2001 appeared to have little effect on single mothers, but
this recession was concentrated in manufacturing and traded goods industries,
sectors where few less-skilled women are employed. In 2001 consumer spend-
ing remained strong, continuing to create demand for low-skilled workers in retail
trade and in hotel and food services. Unfortunately, the recession that started in
2007 is much more widespread and has affected all sectors of the U.S. economy.
By the end of 2008, unemployment among women had risen sharply and cash
public assistance caseloads had begun to rise for the first time since the welfare
reforms of the 1990s. Food stamp usage increased sharply as well. This recession
will test whether states are able or willing to provide cash assistance to growing
numbers of nonworking single mothers when unemployment is high, and it will
also test the federal government’s willingness to assist states in funding case-
load increases during a recession.
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WHAT DO LESS-EDUCATED WORKERS EARN, 
AND WHY HAS THIS BEEN CHANGING?

The U.S. economy has long been praised for its very flexible labor market, which has
led to substantial job creation and relatively low unemployment rates in compari-
son to many European nations. This flexibility has also created a larger number of
lower-wage jobs. On the one hand, the United States has maintained relatively low
unemployment rates. On the other hand, the wages paid in these jobs are low.

Wage Trends Among Less-Educated Men

Figure 3.6 graphs the trends in real median weekly wage rates among men between
1979 and 2007, by the same three education groups that were shown in figures 3.1,
3.2, and 3.3. The solid line plots weekly wages among those without a high school
diploma; the dashed line shows wages among those with only a high school
diploma; and the dotted line shows median weekly wages among men with
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post–high school training. These data are in 2007 dollars, adjusted for inflation
and expressed in “full-time equivalents,” so that differences in hours of work over
time do not affect them.4

As has been widely noted, wages for less-skilled men declined substantially
after 1979. Those without a high school diploma saw their weekly wages for full-
time work decline from $562 in 1979 to $398 in 1994; for those with a high school
diploma, wages fell from $693 in 1979 to a low point of $572 in 1991. Among those
with post–high school education, wages rose slightly, from $802 in 1979 to $812 in
1994. (There were much larger increases among men with a college education.)
Since the early 1990s, wages have risen at all skill levels. By 2007 full-time weekly
wages were $439 for high school dropouts, $619 for high school graduates, and
$934 for those with more than a high school diploma. For the two less-educated
groups, however, these levels are still well below where they were in 1979.

Wage Trends Among Less-Educated Women

In contrast to less-educated men, less-educated women experienced little drop in
wages over the 1980s. Figure 3.7 shows trends in real median weekly wages for
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full-time work among women by education group between 1979 and 2007. High
school graduate women saw significant wage increases over this period, while
wages grew much less among those with less than a high school diploma. Female
dropouts reported median weekly wages that increased from $331 to $344 between
1979 and 2007. Female high school graduates saw wages grow from $395 in 1979
to $463 in 2007. More skilled women experienced quite steep growth, from $494 in
1979 to $688 in 2007.

These changes narrowed the wage gap between less-educated women and men
from 59 percent in 1979 to 78 percent in 2007. The wage gap among more-skilled
men and women narrowed as well because more-skilled women’s wages rose
faster than equivalent men’s wages.

Explaining the Wage Shifts

The period since 1979 has been a period of rising wage inequality. There is gen-
eral agreement that the rise in inequality (and the decline in real wages) in the bot-
tom half of the wage distribution occurred primarily in the 1980s. There was little
change in relative wages in the bottom part of the distribution after that decade.
In contrast, inequality in the top half of the wage distribution has risen steadily
throughout this time period as wages among the highest-skilled workers have
continued to rise rapidly (Lemieux 2008a; Autor, Katz, and Kearney 2008).

Figures 3.8 and 3.9 document these trends, using data from David Autor,
Lawrence Katz, and Melissa Kearney (2008), who provide comparable numbers
from the 1960s onward.5 Figure 3.8 shows the log (50/20) wage ratio (that is, the
log of wages at the median of the distribution divided by wages at the twentieth
percentile of the distribution) from 1969 through 2006. The solid line shows the
log (50/20) wage ratio among men, while the dashed line shows the ratio among
women. The steep increase in male wage inequality in the late 1970s and early
1980s is clearly visible, with little change after the mid-1980s. Wages at the median
and the twentieth percentile of the male wage distribution have moved together
since that time. The log (50/20) wage ratio for women rose less rapidly in the
1980s and has also been largely flat since then.

In contrast, Figure 3.9 graphs the log (80/50) wage ratio for men and women,
showing wage changes among higher-paid workers at the eightieth percentile of
the distribution relative to those at the median. For both women and men, these
wage ratios grew steadily from the mid-1970s onward. Autor, Katz, and Kearney
(2008) note that much of the growth in high-end wages after 1990 occurred among
workers with more than a college degree rather than among those with a four-
year college degree.

In fact, the evidence suggests that wages among the least-skilled and the most-
skilled have grown slightly faster over the past fifteen years, while wages in the
middle have stagnated. Thomas Lemieux (2008a, 2008b) indicates that wages grew
most rapidly below the twentieth percentile and above the sixtieth percentile of the
wage distribution between 1989 and 2004. The result is a U-shaped curve in wage
growth over the wage distribution. (The U “turns up” much more at the upper end
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than at the bottom of the distribution because wage growth among high-wage
earners was much larger than among lower-wage earners.) This U-shaped pattern
in wage growth is particularly noticeable for men. Hence, while less-skilled men
lost earnings power over the 1980s, they have experienced more wage growth in
recent years, even if this more recent wage growth has not brought them back to
the same level of real wages.

The wage losses among less-skilled workers in the 1980s appear to have been
due to numerous forces.6 A primary factor is what economists call skill-biased tech-
nological change (SBTC), which occurs when changes in technology increase labor
demand for workers at higher skill levels.7 Technological changes in the 1980s led
to SBTC, with increased computer use in a growing number of applications, from
robotics to just-in-time inventory systems. This increased demand for more-skilled
workers outstripped supply increases, driving up wages. At the same time, demand
for less-skilled workers fell. Autor, Levy, and Murnane (2003) and Autor, Katz,
and Kearney (2008) indicate that SBTC has continued to affect the labor market in
the 1990s and 2000s but is primarily driving widening wages in the top half of the
wage distribution as information technology continues to increase demand for the
most-skilled workers, while displacing moderately skilled workers who perform
more routine tasks.
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The popular discussion of stagnating wages often emphasizes growing trade and
the internationalization of the economy. Less-skilled workers in less-developed
countries typically earn much lower wages than less-skilled workers in the United
States. Outsourcing production components that require only limited skill inputs
can save a company money and reduce their demand for less-skilled labor in the
United States. The research literature has downplayed the importance of trade in
rising wage inequality and falling wages among less-skilled workers, suggesting
that declining wages would have occurred even without the growth in global mar-
kets (Berman, Bound, and Griliches 1994). Recent work does suggest that trade in
intermediate inputs, leading to changes in industrial organization, can be impor-
tant (Feenstra and Hanson 2003). Paul Krugman (2008) provides reasons why trade
shifts since the mid-1990s (particularly the rise of China) might make trade a
more important factor for the evolution of less-skilled wages in the United States,
although this effect is very difficult to measure.8

Some researchers have noted that institutional changes contributed to the declin-
ing wages of less-skilled workers, in addition to changes due to trade or technology.
For instance, David Card (1996) notes that the rapid decline in unions over this
period explains about 20 percent of the wage decline among the least skilled.
Unions often raise wages at the bottom of the distribution, and the decline of unions
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has left less-skilled jobs that previously were somewhat protected by union bargain-
ing efforts more open to market vicissitudes. Unionization declined rapidly among
all workers between 1985 and 2007 but fell faster among the less-skilled. Among
less-skilled men, collective bargaining coverage declined from 28 percent to 15 per-
cent between 1985 and 2007. Fewer women are in jobs covered by bargaining—their
coverage decline over the same period was from 14.1 percent to 8.5 percent by 2007.9

In addition, the minimum wage remained constant throughout the 1980s, and its
declining real value was an important factor in pushing wages downward among
the less skilled (Lee 1999). John DiNardo, Nicole Fortin, and Thomas Lemieux (1996)
note that female workers were particularly affected, since a disproportionately large
number of them work in minimum-wage jobs. Of course, changes in minimum
wages and in unionization may not be exogenous forces independent from changes
in technology or in trade. Increasing global competition in U.S. manufacturing was
one cause of declining unionization. Falling demand for less-skilled workers may
have strengthened resistance to minimum-wage increases over the 1980s.

The declines in minimum wages in the 1980s were partially made up by 
minimum-wage increases in 1989, 1996, and 2006 and, for workers with children,
by increases in the Earned Income Tax Credit (EITC). The EITC was greatly
expanded in 1993 so that a growing share of low-wage workers could receive tax
refunds, even if they owed no taxes. Figure 3.10 shows pretax (solid line) and
post-tax (dashed line) income, inflation-adjusted, for a single mother with two chil-
dren working full-time at a minimum-wage job from 1979 through 2007. During the
1980s, her real wages fell steadily with inflation erosion in the minimum wage. The
minimum-wage increases of 1989, 1996, and 2006 are clearly visible in the graph.
Even more important, however, is the expansion in the EITC, which by 2007 had
increased her income by over $3,000.10 It is clear that policy (a non-inflation-indexed
minimum wage) worked to lower wages in the 1980s, but that minimum-wage
increases and EITC expansions helped raise earnings in the 1990s.

Lemieux (2008b) describes the 1980s as a “perfect storm” in which multiple tech-
nological, institutional, and policy factors resulted in an expansion in inequality
across the wage distribution. These forces, however, appear to have been more qui-
escent in the past fifteen years. Since the early 1990s, demand and wage changes
have benefited highly skilled workers and flattened wages for middle-range work-
ers. Less-skilled workers have seen moderate wage gains.

Of course, wage changes have to be compared to price changes. If prices are
falling, then lower wages may not leave families worse off. A recent paper by
Christian Broda and John Romalis (2008) argues that increased trade over the past
three decades has resulted in substantive price declines in the nondurable goods
bought by lower-income families. This paper, however, does not look at the total
market basket of goods. Housing prices, which constitute a substantial share of
lower-income family budgets, have risen substantially over the past three decades
in many areas, and the share of budgets going to housing has increased (Brennan
and Lipman 2007).

It is interesting to compare the U.S. experience to the experience of many western
European nations. As in the United States, unemployment rose steeply in Europe in
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the 1970s; unlike in the United States, it has remained very high in the decades since,
although some countries have been more successful at lowering unemployment in
recent years. An extensive research literature has focused on the flexibility of the U.S.
labor market, which has fewer job protection policies, versus more rigid European
labor markets, where it is expensive to hire or fire workers (see, for instance, Bean
1994; Freeman and Katz 1995). Indeed, most European countries have altered their
labor market policies to create more labor market flexibility. This has involved
changes such as shorter periods of unemployment benefit payments, more limited
job severance payments, and fewer restrictions on part-time work.

Yet, while unemployment remained high in Europe, wage inequality in most
European countries did not grow as it did in the United States. And only in the
United States were there significant wage declines among less-educated workers.
European countries appear to have developed a set of institutions that better pro-
tected less-educated workers, with higher minimum-wage levels, more central-
ized collective bargaining, and higher unemployment payments (Freeman and
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Katz 1995). Hence, the flexible U.S. labor market allowed significant wage
changes and widening inequality, particularly in the 1980s, but was able to offer
an ongoing supply of low-wage jobs. In contrast, European labor markets were
more rigid. This protected the incomes of less-educated workers but resulted in
significant job loss. Reviewing this evidence, Olivier Blanchard (2006) concludes
that the lesson is to protect workers but not jobs, allowing flexibility in job cre-
ation (and destruction) and assisting those who are displaced, but incentivizing
workers to seek new employment.

Despite the positive changes since the mid-1990s, the long-term wage outlook
for less-skilled workers is not rosy. All predictions for the future suggest that
global demand for more-skilled workers will increase; it is hard to tell a story in
which the demand for less-skilled workers will increase very much within the
United States. The labor market for the less-skilled has been relatively robust for
the past fifteen years, however, with low unemployment and slowly rising wages.
At best, one can hope that demand remains stable and that a growing U.S. service
sector continues to need workers in low-skill jobs.

Finally, it is worth commenting on the relationship between wage changes and
family income changes. Difficulties in the low-wage labor market might be expected
to translate into declining family incomes and rising poverty. Poverty is based on
family incomes, which depend upon the composition of families, the number of
earners, and the amount worked by each earner. For instance, the increase in single-
parent families, all else held constant, has lowered family income.

While family incomes among lower-income families did not rise in the 1980s,
neither did they fall as men’s wages fell. This was the case among married couples
because wives’ labor force involvement expanded and wives’ earnings offset the
decline in male earnings (Cancian and Reed 1999). Adults in families, particularly
women, were working more in order to maintain the same level of real income.
As a result, family income growth has been stronger than wage growth. While it is
good that the economic situation of families has not deteriorated, extra work hours
have meant fewer hours spent at home in child care or home production. This has
changed the composition of spending within households. Because families have to
buy more of what used to be produced at home (for example, child care, food prepa-
ration, and other services), it is not clear what has happened to overall family well-
being. A family at the same—or even a higher—income level in which the adults are
working more hours in the market and buying more child care to support that work
may have less disposable income and be worse off (see Meyer and Wallace, this vol-
ume). Family incomes also depend upon nonwage sources of income, and lower-
income families are often affected by changes in public transfer policies (Scholz,
Moffitt, and Cowan, this volume).

POVERTY AND THE MACROECONOMY

A family of four with an income below $21,000 was considered poor in 2007 in the
United States. An ongoing literature has looked at the responsiveness of poverty to
changing economic variables and found that the effects of unemployment on
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poverty appear to have shifted over time (see, for instance, Blank and Blinder 1986;
Blank and Card 1993; Haveman and Schwabish 2000; Gunderson and Ziliak 2004).
Analysis of data through the 1970s reveals a very large effect of rising unemploy-
ment on rising poverty; however, this relationship deteriorated in the 1980s, with
unemployment and poverty becoming more disconnected. Recent evidence sug-
gests that the unemployment-poverty link strengthened again in the 1990s.

Revisiting the question of how poverty is related to the macroeconomy, I have
added data from the 2000s and also have tried to measure the effects of widening
wage inequality with greater precision. I start with a comparison of two regressions:

and

The dependent variable, P, is a measure of poverty. I show regressions using a
variety of different dependent variables: the percentage of all persons in poverty;
adults (age eighteen to sixty-five), children, and elderly in poverty; whites, blacks,
and Hispanics in poverty; and single individuals, single mothers with children,
and married couples with children in poverty. Official poverty statistics start in
1959, but for many of these groups data are not available until 1966 or 1973. I use
as much data as available for each group. I also include a lagged dependent vari-
able, so that the coefficients on other variables measure the effect of those variables
on changes in poverty.

Explanatory variables include the annual unemployment rate, UR. Because prior
studies have noted that the unemployment rate had different effects after 1970, in
equation 3.2, I interact UR with three dummy variables. D80 equals one in every year
during the decade of the 1980s; D90 is a dummy variable covering the decade of the
1990s; and D00 is a dummy variable for the years 2000 to 2006. The coefficients on
these interactive terms will tell us whether there are differential unemployment
effects in the three most recent decades. In this specification, I also include the three
dummy variables by themselves, to allow the intercept of the regression to shift in
each decade. This is similar to regressions that others have run to look at the chang-
ing impact of unemployment on poverty over time.

I also include the log 50/10 wage ratio, WR, which controls for shifts in wages
among the lowest-paid workers, relative to median workers.11 The remaining
explanatory variables, the vector X in equations 3.1 and 3.2, include the consumer
price index (CPI) to measure inflation and a measure of government antipoverty
spending, defined as federal expenditures on public assistance programs in each
year (excluding medical care expenditures) as a share of GDP. This measure includes
most means-tested transfer programs, including cash welfare, Supplemental
Security Income (SSI), energy and food assistance programs, and the EITC.12

P D D D P URt t t= + × + × + × + + × + ×−α α α α ρ β β1 2 3 4 1 1 280 90 00 UUR

D UR
t

t× + × ×80 β3 DD UR D WR Xt t t t90 00+ × × + × + × +β δ γ ε4 3 2( . )

P P UR WR Xt t t t t t= + + × + × + × +−α ρ β δ γ ε1 3 1( . )
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I also include a measure of where the poverty line sits in the overall income dis-
tribution, which is specified as the poverty line divided by median income. The
poverty line has been adjusted only by inflation since the early 1960s, when it was
defined. Hence, as real economic growth and distributional changes led to changes
in the location and shape of the income distribution, the poverty line moved from
49 percent of median income in 1959 to 28 percent in 2005 (Blank 2008). This shift in
the location of the poverty line should mechanically result in a change in poverty
counts, as fewer people will be poor (that is, will lie below the line) when the line
hits at a lower level in the income distribution.13

Table 3.3 presents the results of these regressions using the poverty rate for all per-
sons as the dependent variable. Column 1 corresponds to equation 3.1. The coeffi-
cients in column 1 show a strong correlation between the current and lagged poverty
rate, as expected. There is also a strong positive relationship between increases in
unemployment and increases in poverty. Taking the lagged dependent variable into
account, a 2-point rise in the unemployment rate leads to a 0.9-point rise in the
poverty rate over time.14 Rises in wage inequality in the bottom half of the income
distribution also led to rising poverty over this time period. The coefficient on the log
wage ratio suggests that the 10 percent increase in the 50/10 wage ratio that occurred
over the decade of the 1980s would have raised poverty by 2.4 percentage points in
the long term, all else being equal. Although this is a large effect, it is consistent with
the unexplained rise in poverty, despite declining unemployment and declines in the
poverty line relative to median income over the 1980s.

Changes in the consumer price index have little effect on poverty, as others have
found. Although the share of government expenditures going to transfer programs
has an unexpectedly positive effect on poverty, the coefficient is small and insignif-
icant. The location of the poverty line in the income distribution is positively cor-
related with poverty, as expected. When the poverty line hits at a higher point in
the income distribution, more people are below that point and poverty is higher.

The second column in table 3.3 adds dummy variables for the decades of the
1980s, 1990s, and 2000s and interacts these dummy variables with the unemploy-
ment rate, as described in equation 3.2. Consistent with earlier research, the pos-
itive effect of unemployment on poverty almost disappears over the 1980s. (The
coefficient for the unemployment rate interacted with the D80 dummy variable
is almost as large as, and of opposite sign to, the overall coefficient on unemploy-
ment.) After the 1980s, the strong poverty-unemployment relationship is reestab-
lished and the interaction effects go to zero. With the inclusion of these dummy
variables, however, the coefficient on the wage ratio also goes to zero and loses
all significance.

Changes in the wage ratio are highly correlated with the decadal dummy vari-
ables, with wage inequality increasing most steeply in the 1980s. By including these
dummy variables (by themselves and interacted with the unemployment rate),
the regression in column 2 allows for different coefficients during the period when
the wage ratio was changing rapidly. The flexible decadal coefficients in column 2
are essentially a more mechanical way of controlling for the same variation that the
shifting wage ratio picks up in column 1. Or stated another way, the inclusion of
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the wage ratio in column 1 has essentially the same effect as including the dummy
variables and their interactions for recent decades in column 2.15 This is further
confirmed in column 3, where I drop the wage ratio entirely and find essentially
identical coefficients as in column 2. I interpret these results as confirming evi-
dence that it is wage shifts that explain the puzzling change in the relationship
between unemployment and poverty over the 1980s that others have documented.
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TABLE 3.3 / Determinants of Poverty Under Alternative Specifications

Dependent Variable: Poverty Rate 
Among All Persons

Variable (1) (2) (3)

Lagged poverty rate 0.612** 0.386** 0.383**
(0.100) (0.093) (0.096)

Unemployment rate 0.167* 0.305** 0.252*
(0.078) (0.110) (0.110)

UnemploymentRate × D80 −0.245* −0.269*
(0.110) (0.103)

UnemploymentRate × D90 −0.045 −0.090
(0.122) (0.121)

UnemploymentRate × D00 0.066 −0.042
(0.193) (0.197)

Log 50/10 Wage Ratio 10.031** −0.215
(2.665) (2.544)

Consumer price index 0.030 0.001 −0.008
(0.044) (0.039) (0.039)

Public assistance/GDPa 0.440 −1.068 −0.478
(0.642) (0.726) (0.722)

Poverty line/median income 0.228** 0.346** 0.396**
(0.075) (0.071) (0.067)

D80b 2.582** 2.788**
(0.814) (0.733)

D90c 2.116* 2.295**
(0.840) (0.803)

D00d 1.567 2.251*
(1.092) (1.068)

Constant −12.906** −6.728* −9.119**
(3.289) (2.758) (1.624)

Number of observations 44 44 48

Source: Author’s regressions.
Note: Standard errors are in parentheses.
a. Public assistance spending includes federal payments to cash assistance, energy assistance, food
assistance, foster care and adoption, black lung, SSI, and EITC, all as a percentage of GDP.
b. D80 is a dummy variable for the years 1980 to 1989.
c. D90 is a dummy variable for the years 1990 to 1999.
d. D00 is a dummy variable for the years 2000 to 2006.
**significant at 1 percent level; *significant at 5 percent level



Although unemployment fell in that decade, so did wages among low-wage work-
ers, and the two effects offset each other.

In table 3.4, I use the specification in column 1 of table 3.3, including unemploy-
ment and the wage ratio, to investigate the determinants of poverty among various
subgroups of the poor.16 Column 1 repeats the estimates for “all persons,” while
columns 2 through 4 show the coefficients for the share of poor non-elderly adults
(age eighteen to sixty-four), poor children, and poor elderly adults (sixty-five or
older). Columns 5 through 7 show the coefficients for the share of poor whites, poor
blacks, and poor Hispanics. Columns 8 through 10 show the effects for single-mother
families, for married-couple families with children, and for single individuals.

The results in columns 2 through 10 emphasize the important impact of the econ-
omy on poverty among most of these groups. Unemployment rates and wage ratios
have significant effects on all groups except the elderly poor, poor single individuals
(of whom about one-quarter are elderly), and Hispanics (where the effect of wages
is quite large but poorly determined owing to a smaller number of observations).
Unemployment appears to have a particularly strong effect on poverty among chil-
dren, among blacks, and among single mothers. A 2.0-point rise in the unemploy-
ment rate results in a rise in poverty of 0.9 points among all persons, but 3.2 points
among blacks and over 4.0 points among single mothers. Rising wage inequality
has had a relatively strong effect on increasing poverty among children, whites,
Hispanics (although imprecisely estimated), and married parents.

Government expenditures have little effect on poverty, although the coefficients
are larger (if poorly determined) among the elderly, single mothers, and blacks,
all groups that have been major beneficiaries of expanded public assistance.
Inflation, as measured by consumer prices, has little effect on any group (with the
exception of children). A relatively higher poverty line is correlated with greater
poverty for a variety of groups.

As many have noted, there are serious problems with the current official poverty
measure (Citro and Michael 1995; Blank 2008; Haveman, this volume). The Census
Bureau provides a variety of alternative poverty measures. In the last column in
table 3.4, I utilize an alternative definition of poverty based on a more complete
measure of disposable income among families, taking into account both in-kind
transfers and taxes before calculating whether a family is poor or not.17 This series
is available only from 1980 on, so there are relatively few observations in this
regression. The results with this alternative poverty definition are not strikingly
different from the results in column 1. A 2.0-point rise in unemployment suggests
a 1.1-point rise in poverty using this measure. The wage ratio is insignificant, but
the shorter time period reduces the variation in this variable.

Overall, these regressions demonstrate that poverty remains very responsive
to the economic cycle. Although falling unemployment in the mid- to late 1980s
had little effect on poverty because of an offsetting decline in real wages, lower
unemployment in the 1990s and 2000s significantly reduced poverty for most
groups. In contrast, inflation has virtually no effect on poverty.

The recession that began in 2007 promises to be extremely deep. As this is writ-
ten in early 2009, many economists are predicting that unemployment will reach
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10 percent. The most recent poverty data we have available are for 2007, when the
poverty rate for all persons was 12.5 percent and the average unemployment rate
was 4.6 percent. If the unemployment rate rises from 4.6 percent to 10.0 percent and
everything else remains unchanged, poverty could increase from 12.5 percent to
14.8 percent over the long term. This would be just below the high poverty rates that
followed the recessions of 1980 to 1982 and 1990 to 1991. Although many other fac-
tors could limit such a sharp rise in poverty, this estimate provides evidence of how
important the labor market is to the economic well-being of low-income families.

Finally, it is worth commenting that growth in the macroeconomy alone will
not eliminate poverty. Even when the economy recovers, unemployment is not
likely to fall below its level in the late 1990s and early 2000s, when it was between
4 and 5 percent. Hence, rises in unemployment above this level will increase
poverty, but unemployment is not likely to fall to a level that pushes poverty
down substantially below where it was in 2000 at 11.3 percent. Declines in poverty
below this level are likely to require targeted efforts to expand resources for those
who cannot work and to expand earning opportunities for less-skilled workers.

CONCLUSION

There is both good news and bad news regarding the effects of the economy on the
earnings opportunities of less-skilled workers. The good news is that low 
unemployment rates continue to benefit low-income persons. Poverty in the 2000s
appears to have been highly responsive to lower unemployment. Unemployment
has been relatively low over the past two decades. Furthermore, at least since the
early 1990s, wages have not fallen among less-skilled workers and have even risen
somewhat. Wages among less-skilled women are higher than at any previous point
in history.

The bad news is that wages among less-skilled men remain below where they
were in the 1970s. And overall wage growth among all less-skilled workers has
been limited. Although the economy has been in a period of sustained growth,
this has benefited higher-skilled workers much more than less-skilled workers.
And a serious economic recession has brought that period of growth to an end,
with much worse economic prospects for low-income families, especially female-
headed families, who now rely more heavily on earnings and less on cash welfare.

These results suggest several important policy issues in the years ahead.
Maintaining a strong economy and low unemployment is most important for the
long-term economic well-being of low-wage workers. As I have written elsewhere
and document in this chapter, the best policy we can pursue for the poor is to keep
unemployment low and the economy strong (Blank 2000).

Given the forces that have shifted demand toward higher-skilled workers, how-
ever, economic growth by itself may not be enough to reduce poverty or substan-
tially improve the economic well-being of low-income families. Maintaining a
reasonable level of the minimum wage is also important. When the minimum
wage deteriorated in the 1980s, the real earnings of less-skilled workers declined.
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The decline of unions has also accelerated wage losses among lower-wage work-
ers, suggesting that effective forms of worker organization in a global economy
may also prevent wage losses for some groups of workers.

We must also maintain the level of the Earned Income Tax Credit as a subsidy
to lower-wage workers in low-income families. At present the EITC is primarily
available to families with children. Expanding the EITC to other low-wage work-
ers in low-income families without children would help reduce poverty, as others
have noted (Berlin 2007; Scholz 2007). Such an EITC expansion might help reverse
the falling labor force participation of less-skilled men, as shown in figure 3.1.
Other chapters in this volume discuss other relevant policies, such as making child
care and health insurance more widely available or revising the unemployment
insurance system.

Finally, any long-term solution to these problems will require increasing skill
levels. Reforming and improving the public school system is critical, as is increas-
ing opportunities for postsecondary education (Jacob and Ludwig, this volume;
Holzer, this volume). Given the rapidly growing immigrant population among
the less-skilled, the educational achievements of the children of these immigrants
will be quite important for the future of the economy. Intergenerational mobility
will increase if these children are able to reach higher educational levels than their
parents, and these families will be in a better position to escape poverty over time.

The labor market has had a plentiful supply of low-wage jobs available, but the
long-term outlook for jobs is uncertain. At best, there will continue to be a large low-
wage employment sector; at worst, depending on broader trends in technology and
economic globalization, the number of these jobs could shrink relative to the supply
of low-wage workers. Or the wages for these jobs could fall, as they did in the 1980s.
There is little prospect, however, that there will be substantial wage gains in low-
skill jobs. Shifts in demand away from less-skilled work, combined with the large
supply of less-skilled workers, will keep wages down.

Nonetheless, most families headed by less-skilled adults rely primarily on earn-
ings. Assuring these families of stable and sufficient incomes is important in order
to keep poverty low and to keep these families attached to the labor market rather
than idle or engaged in less socially desirable activities. This requires ongoing
public subsidies to less-skilled workers and ongoing attention to the problems
faced by low-wage workers.

Thanks are due to Victoria Finkle and Howard Lempel for excellent research assistance.

NOTES

1. The data in figures 3.1 and 3.2 come from the Outgoing Rotation Groups (ORG) in the
monthly Current Population Survey (CPS), a representative national sample of the
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population. The ORG includes data from one-fourth of the CPS in each month. The
monthly samples are combined to produce annual averages.

2. It is widely believed that these data do not fully count undocumented immigrants,
many of whom are working. If undocumented workers are more likely to be less skilled,
then the numbers in table 3.2 undercount the effects of immigration in the low-skilled
labor market.

3. Figures 3.4 and 3.5 are calculated with March CPS data. The industry definitions
change each decade, so constructing a consistent series is not straightforward. The
data start in 1985 because it is hard to reconcile these numbers with the industry def-
inition used prior to that year. Figure 3.4 includes workers in durable and nondurable
manufacturing. Figure 3.5 includes workers in retail trade, arts entertainment and
recreation, accommodation, food and drinking places, and personal laundry services.

4. The data are deflated using the GDP deflator for personal consumption expenditures
(PCE). To adjust for differences in hours of work, I took average hours of work among
full-time men (those working more than thirty-five hours per week) in each year and
scaled up wages among men who did not work full-time, using the ratio of average
full-time hours to their actual hours. Figure 3.7 makes the same calculation for women.

5. I thank David Autor for making this data available for use here and in the regressions
later in this chapter.

6. Although they were affected by all the same forces, less-educated women did better
than less-educated men in the labor market over the past twenty-five years. Blank and
Shierholz (2006) have investigated why this happened. Women’s accumulating labor
market experience and increasing returns to experience offset declines in the returns
to education. Furthermore, the negative effects of children and marriage on women’s
wages appear to have abated over this period.

7. For a summary, see Acemoglu (2002). One criticism of SBTC is that it is a hard theory
to prove since technological change is a difficult concept to measure (see Card and
DiNardo 2006).

8. Krugman’s empirical work, however, suggests that trade remains a relatively less
important factor in the determination of U.S. wages, although the increasing complex-
ity of intermediate component outsourcing makes it difficult to measure this effect.

9. These numbers were tabulated by the author from the March Current Population
Survey.

10. The pattern in figure 3.10 is not unique to a single mother. If we plot the equivalent
lines for a married-couple family with children in which the father works full-time at
the minimum wage and the mother works part-time, the pattern looks very similar.

11. These data are provided by David Autor from Autor, Katz, and Kearney (2008). They
are available from 1963 to 2006, and these dates determine the number of observations
for many of the regressions.

12. The full list includes food stamps, black lung payments, SSI, direct relief assistance,
energy assistance, cash welfare, WIC (Women, Infants, and Children) programs, fos-
ter care and adoption payments, payments to nonprofit welfare institutions, and the
EITC. These expenditures are taken as a share of GDP.

13. I experimented with a variety of other variables as well, such as employment-to-
population ratios or overall GDP growth rates. These variables, as well as wage mea-
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sures, are sometimes significant in other papers that utilize state-by-year variation
and have far more observations, such as Gunderson and Ziliak (2004).

14. The coefficient of 0.167 tells you the expected effect in the next year. But the presence
of the lagged dependent variable suggests that there are lagged effects; hence, the long-
term coefficient is larger at 0.430 (which is .0167/[1 − 0.612]). I report here the long-term
effects of unemployment and wage inequality changes.

15. Indeed, the estimated impact of unemployment on poverty, adjusting for the lagged
dependent variable, is virtually identical whether one uses the unemployment
coefficient from column 1 (controlling for the wage ratio changes) or the base
unemployment coefficient from column 2 (allowing a shift effect in the 1980s). This
is because the coefficient on the lagged dependent variable is much smaller when
separate dummy variables are included for recent decades. In both regressions,
except for the 1980s, a 2.0-point rise in unemployment leads to a rise in poverty of
0.9 to 1.0 points.

16. This specification includes seven variables and has more than thirty degrees of free-
dom in every regression. This is more than earlier research had available, but the small
number of observations does mean that significance levels are likely to be low.

17. These data are available (through 2003) at the Census Bureau’s website on alterna-
tive poverty estimates: http://www.census.gov/hhes/www/income/reports.html; 
I use series 14. Data for 2004 and 2005 can be found in table 2 at: http://www.census.
gov/hhes/www/poverty/detailedpovtabs.html.
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Chapter 4

Family Structure, Childbearing, and
Parental Employment: Implications for the

Level and Trend in Poverty

Maria Cancian and Deborah Reed

Changes in family structure and changes in poverty are closely related. Single-
mother families are about five times as likely to be poor as married-parent
families.1 While they are less likely to be poor than they were fifty years ago,

single-parent families are more common now, accounting for a larger share of all
poor families. Moreover, eligibility for income support programs, including cash
welfare, food stamps, and the Earned Income Tax Credit (EITC), is tied to family
composition. In recent years, policymakers have sought not only to respond to
family changes but also to influence the decisions that people make about mar-
riage, divorce, and childbearing. Thus, poverty policies and family policies are
also increasingly tied.

If the strength of the link between poverty and family structure seems obvious,
its nature is less clear. For example, having a child before getting married is associ-
ated with an increased likelihood of poverty. However, living in poverty also
increases the likelihood of nonmarital childbearing.2 Thus, neither nonmarital child-
bearing nor poverty on its own can account for the high rates of poverty among 
single-mother families. In addition, decisions about work, marriage, and childbear-
ing are increasingly disconnected (Schoen, Landale, and Daniels 2007; Edin and
Kefalas 2005; Ellwood and Jencks 2004; Spain and Bianchi 1996). Women are
now more likely to work, regardless of marital or parental status, and children are
increasingly likely to spend time in families that do not include both biological
parents and that may include half-siblings or step-siblings. There is greater variety
in family forms, and the members of any given family are increasingly likely to
experience changes in household structure over time (Bumpass and Lu 2000;
Manning, Smock, and Majumdar 2004; Cancian, Meyer, and Cook 2009).

In addition to its relationship to economic well-being, family structure is of inter-
est because children who do not live with both biological parents may be more vul-
nerable to other risks, even after taking economic factors into account (Amato 2005;
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McLanahan and Sandefur 1994). Recent discussions have emphasized the potential
importance of fathers, who are less likely to be part of their children’s lives when
parents are divorced or were never married (Hofferth 2006; Tamis-LeMonda and
Cabrera 2002). Moreover, poverty creates challenges that may be difficult to man-
age with only one available parent (Oliker 1995; Edin and Lein 1997), especially
as more single mothers work outside the home (Waldfogel, this volume). Thus,
changes in family structure not only place more individuals at greater risk of
poverty but also may increase their vulnerability to the challenges associated with
poverty.

Poverty reflects insufficient resources relative to needs. Income poverty in the
United States is measured by comparing cash income (for low-income families,
largely earnings and cash benefits) to a needs standard (which adjusts for the
number of individuals in the household). For example, a single woman (or man)
in 2008 was considered poor if her income was below $11,201. If she had two chil-
dren, becoming a single mother and part of a family of three, she would have been
considered poor if her family income was below $17,346. Thus, even putting aside
the demands of motherhood and the potential reduction in hours worked and earn-
ings, the increased financial needs of a larger family increase the chance of poverty.
If she married, becoming a married-couple family of four, the needs standard would
have risen to $21,834. However, with a second adult in the household, there is likely
to have been a second earner—potentially reducing poverty. The potential poverty
reduction associated with a second adult also reflects the relatively modest increase
in the needs standard with each person added to the household. Economies of scale
mean that each additional person adds less than proportional needs (see Meyer
and Wallace, this volume).

We use this simple model of income and needs to help structure the discussion
that follows. The implications for poverty of changes in marriage, childbearing,
and work depend on how these changes are related, and the net effects of these
changes on income and on needs. As we will show, the decline in marriage has
increased poverty, all else being equal. But all else has not remained equal:
although women are less likely to be married, they are also more likely to be
working. Because these two changes are related, measuring the effect of changes
in marriage on poverty is complex.

This chapter examines changes since 1970 in family structure and their impli-
cations for poverty and income support policy. We discuss changes in marriage
and childbearing and their implications for the living situations of children, such
as the increasing proportion of children living with a single mother. We also
highlight differences in work and earnings by marital and parental status, such
as the substantial increase in the employment rates of single mothers with young
children. Notwithstanding the growing interest in men and fathers, much of our
analysis focuses on women’s marriage rates, fertility, living arrangements, and
employment. This focus follows from the concern for children and reflects the
persistent presumption that women have the primary responsibility for both fer-
tility decisions and child well-being, as well as the reality that most children live
with their mother (and less often with their father).
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TRENDS IN FAMILY STRUCTURE SINCE 1970

Changing patterns of poverty, prospects for the future, and the potential of alter-
native policy interventions all depend on the interrelationships between poverty
and marriage, childbearing, family living arrangements, and employment status.
In the current policy context, with limited cash income supports designed to
reduce poverty, poverty status largely depends on the number of adults in the
household, their hours of work and wage rates, and the number of children they
have to support. We highlight changes over time and across racial and ethnic
groups. We analyze demographic trends for all families—not just for families at
greatest risk for poverty. However, the trends are qualitatively similar if, for
example, we restrict our analysis to less-educated women.3

Marriage, Divorce, and Cohabitation

Households that include two adults generally have greater opportunities to
avoid poverty—since the second adult on average adds more to potential income
(through earnings) than to needs (given economies of scale). Thus, both declines
in marriage and increases in divorce add to poverty. Cohabitating couples may
capture the same benefits, though the implications of cohabitation for official
poverty measures, as well as for actual economic well-being, are complex; we dis-
cuss these implications further later in the chapter.

Family composition changes reflect changes in the proportion of individuals
who marry, the stability of marriages, and, for those who divorce, the probability
of remarriage. Cohabitation as a prelude to, or substitute for, marriage has also
increased (Bumpass and Lu 2000; Raley 2001). Figure 4.1 shows that the propor-
tion of women married at any age declined steadily between 1970 and 2006.4 The
first line shows that in 1970 almost 80 percent of women between the ages of
twenty-five and twenty-nine were married, with the share married remaining sta-
ble through the forty- to forty-four-year-old category. By 2006 only about 45 per-
cent of women were married by age twenty-five to twenty-nine, and even by age
forty to forty-four only 64 percent were married. The steepest declines in age-
specific marriage percentages occurred between 1970 and 1980 and between 1980
and 1990, with more modest declines after 1990.5 A similar decline and delay in
marriage is apparent for men (data not shown). But because men on average
marry at older ages, the proportion married compared to women is lower at ages
twenty-five to twenty-nine, similar by ages thirty-five to thirty-nine, and slightly
higher at forty to forty-four.6

The declining proportion of individuals who are currently married reflects
growth in the proportion of women and men who never marry and changes in
divorce, remarriage, and cohabitation. In 1970 only 5 percent, or one in twenty,
women had never been married by age forty to forty-four, a figure that tripled, to
15 percent, by 2006. The proportion married at a point in time fell more dramati-
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cally because of increased divorce rates. In 1970 about 6 percent of women in their
early forties were divorced; this doubled to 12 percent by 1980 and rose to 16 per-
cent in 2006.

The trends in marital status for all individuals obscure variation across racial and
ethnic groups. Figure 4.2 shows the percentage of women married and cohabiting
at ages forty to forty-four for whites, blacks, Hispanics, Asian and Pacific Islanders,
and American Indians.7 With the exception of Asians and Pacific Islanders, the pro-
portion married fell substantially for every group. Between 1970 and 2006, the
percentage of women age forty to forty-four who were married declined from
61 percent to 39 percent for blacks and from 76 percent to 53 percent for American
Indians. Thus, the two groups with the lowest proportion married in 1970 also expe-
rienced the sharpest declines in the 1970s and 1980s, increasing the gap in marriage
rates by race and ethnicity. More recently, the decline in marriage for black women
has slowed somewhat.

Figure 4.2 also shows that rates of cohabitation increased dramatically, espe-
cially in the 1980s and 1990s.8 Calculations of the proportion of women who are
married or cohabiting show a smaller decline than the decline in marriage. For
example, while the proportion of white women married at age forty to forty-four
declined from 85 percent to 68 percent between 1970 and 2006, the proportion mar-
ried or cohabiting fell only from 85 percent to 74 percent. Increases in cohabitation
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FIGURE 4.1 / Married Women by Age, 1970 to 2006
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account for an even greater part of the decline in marriage at younger ages
(Bumpass, Sweet, and Cherlin 1991; Raley 2000).

Differences in marriage patterns by race and ethnicity are also affected by the
inclusion of cohabitation. As already noted, blacks and American Indians experi-
enced large declines in the proportion married. For American Indians, more than
for blacks, much of this decline coincided with substantial increases in cohabita-
tion. The percentage of American Indian women age forty to forty-four who were
married or cohabiting fell twelve percentage points (from 79 percent to 67 per-
cent) between 1970 and 2000—compared to the nineteen-percentage-point decline
in marriage alone (from 76 percent to 57 percent).

In sum, marriage rates have fallen over time, increasing the proportion of people
living in households that depend on one adult for both earnings and caretaking.
Although cohabitation has increased, most cohabiting unions are relatively short-
lived, and the sharing of resources within such unions is less certain. Marriage rates
have fallen relatively rapidly for blacks and American Indians, who began the
period with relatively low rates, contributing to increasing racial and ethnic dispar-
ities in family structure.
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FIGURE 4.2 / Married and Cohabiting Women, Age Forty to Forty-Four, by Race and
Ethnicity, 1970 to 2006
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Childbearing

Changes in marriage patterns interact with changes in childbearing and affect both
poverty and the composition of the poor. As declining marriage rates and increas-
ing divorce rates reduce the number of adults available to provide income to
households, poverty increases. To the extent that declines in marriage coincide
with women having fewer children, reductions in the size of families reduce the
resources needed to avoid poverty. Figure 4.3 shows that the average number of
children present in the household has declined over time, falling especially in the
1970s and 1980s.9 In 1970 women age thirty-five to thirty-nine had an average of
2.4 children; by 1990 they had an average of only 1.3 children. All other things
being equal, women are more likely to be poor the more children they have, both
because larger families need more income to avoid poverty and because greater
parenting responsibilities restrict women’s work hours in the paid labor market.
Thus, the declining numbers of children per woman can be expected to reduce
poverty, all else being equal. The decline in the number of children is apparent for
all racial and ethnic groups (not shown).10

Although fertility declines tend to reduce poverty, growth in the proportion of
children born outside of marriage has had the opposite effect. In 1960, 5 percent
of all births were to unmarried mothers. As shown by the dashed line in figure 4.4,
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FIGURE 4.3 / Average Number of Children by Age of Woman, 1970 to 2006
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by 2006 that share had risen to 39 percent. Many authors have focused on the
social, economic, and policy changes responsible for these trends and on their
implications.11 To understand the trends one must recognize that the proportion of
births to unmarried mothers depends on the marriage rate and the fertility pat-
terns of all women, not just those of unmarried women. The tendency for married
women to have children, the tendency for unmarried women to have children,
and the proportion of women of childbearing age who are married, all determine
the proportion of births to unmarried women.12

Figure 4.4 shows that the increase in the proportion of children born to unmarried
mothers in the 1960s and early 1970s resulted from sharp declines in fertility
among married women (solid line) rather than from increases in the fertility of
unmarried women (dotted line). The declining proportion of women who were
married, shown in figure 4.1, also contributed. During the late 1970s and 1980s,
birthrates among married women stabilized, and the continued increase in the pro-
portion of births to unmarried women reflected increases in birthrates for unmarried
women and the reduction in marriage, which left more women unmarried and
therefore at risk for an unmarried birth. During the 1990s and the early years of the
new century, unmarried women’s fertility stabilized, but a decline in married
women’s fertility in the early 1990s and continued declines in the proportion of
married women contributed to relatively modest increases in the proportion of
children born to unmarried mothers. The proportion married continued to decline,
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FIGURE 4.4 / Fertility Rates by Marital Status, 1960 to 2006
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and increases in unmarried women’s fertility accelerated after 2002. By 2006 almost
two in five children in the United States were born to an unmarried mother.

Patterns of marital and nonmarital births vary substantially by race and ethnic-
ity, though detailed time-series information is available principally for whites and
blacks. Between 1980 and 2006, the nonmarital birthrate more than doubled for
whites, from 18.1 to 46.1 children per 1,000 unmarried women, while for blacks
it fell from 81.1 to 66.2 percent in 2002, before rising somewhat to 71.5 percent in
2006 (Martin et al. 2009).13 Thus, for blacks, increases in the proportion of chil-
dren born to unmarried mothers are largely due to declines in marriage rates
and in marital fertility rather than to increases in the likelihood that an unmarried
woman will have a baby. In 2006 the proportion of children born to unmarried
mothers was 17 percent for Asian and Pacific Islanders, 27 percent for whites, 
50 percent for Hispanics, 65 percent for American Indians, and 71 percent for
blacks (Martin et al. 2009).

Understanding the origins of the growing proportion of children born outside
of marriage is important in evaluating potential causes and policy responses.
Although empirical evidence for a causal connection is mixed (Moffitt 1998a, 2003),
there are some theoretical reasons to expect that increased welfare benefits might
provide incentives to increase nonmarital births. However, to the extent that the
increased proportion of births to unmarried women is due to changes in mari-
tal fertility, as was the case through the mid-1970s, a causal role for welfare policy
becomes questionable. There is also little evidence that the major 1996 welfare
reforms had a substantial effect on marriage and childbearing (Grogger and Karoly
2005, 2007).

Although less than one-quarter of nonmarital births are to teen mothers, most
teen mothers—over 80 percent in recent years—are unmarried when their child is
born (Martin et al. 2009). Teen mothers are more likely to drop out of school and
to face other poverty-increasing barriers to employment, and their children face
elevated risks of poor outcomes (Maynard 1997; Child Trends 2008). Because teen
mothers often faced disadvantages prior to pregnancy, however, it is difficult to
disentangle the causal effect of teen births (Furstenberg 2007; Fletcher and Wolfe,
forthcoming).

Between 1991 and 2005, teen birthrates fell dramatically—from 61.8 to 40.5 per
1,000 women between the ages of fifteen and nineteen. The most recent figures
suggest a significant increase in 2006, to 41.9 births per 1,000, but teen birthrates
still remain low by historic standards. In 1991 teen birthrates were highest for
black teens (116.2 per 1,000), followed by Hispanic teens (100.3 per 1,000) and
whites (42.5 per 1,000). Rates have fallen for all groups, but black teens’ birthrates
have fallen most dramatically, such that by 2006 they had a substantially lower
birthrate (63.7) than Hispanic teens (83.0), though still much higher than the rate
for whites (26.6) (Martin et al. 2009).

The increased proportion of births to single mothers increases children’s vulner-
ability to poverty as more children (and mothers) live in households that include
only one potential earner. On the other hand, declines in the number of children
per family have tended to reduce poverty. In other words, contemporary women
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are less likely to have a husband to contribute economic support, but they are also
less likely to need to support large families. Furthermore, declines in teen births
mean that young women are less likely to face motherhood before they have had
a chance to finish high school.

Family Living Arrangements

The implications of changes in marriage and fertility for children’s living arrange-
ments and poverty rates can be complex, especially when we consider the pres-
ence of unmarried partners or other adults. Figure 4.5 shows changes in the living
arrangements of children. The top panel shows that, in 1970, 86 percent of all chil-
dren lived in a married-couple family—though the couple may have included step-
parents or adoptive parents.14 The share had dropped to only 69 percent in 2006.
Most children living in a single-parent household lived with a single mother, though
by 2006 more than one in five children not living with a married couple lived with
their father. Figure 4.5 also shows great variation in family structure across different
racial and ethnic groups.15 Living with a married couple was most common for Asian
and Pacific Islander children (90 percent in 1970 and 85 percent in 2006) and
white children (90 percent in 1970 and 76 percent in 2006). Black children were
least likely to live with a married-couple family: only 35 percent lived with a
married couple in 2006, a substantial decline from 64 percent in 1970. The pro-
portion of Hispanic children living with a married couple fell from 82 percent
to 64 percent between 1970 and 2006, and the percentage of American Indian
children from 78 percent to 50 percent. A relatively high rate of single-father
households (11 percent) is also evident for this group. Many children who live
with an unmarried mother or unmarried father also live with another adult in
the household—their grandparent, another relative, or, increasingly, their parent’s
cohabiting partner.

Figure 4.6 shows the living arrangements of single mothers, distinguishing
those who are cohabiting with a partner, living with their parent or other rela-
tives, living with other unrelated adults, or living alone. We observe a steady
increase in cohabitation; in 1970, 2 percent of single mothers lived with a cohab-
iting male partner, 17 percent lived with a grandparent, and 18 percent lived
with another adult relative.16 The remaining 62 percent did not live with another
adult. By 2006, 12 percent were cohabiting, 21 percent lived with a grandparent,
10 percent lived with another relative, and only 55 percent were living alone.

Although the proportion of all single mothers living alone fell from 62 percent to
55 percent overall, there was a substantially larger decline for Hispanic mothers
(from 65 percent to 45 percent) and Asian mothers (from 64 percent to 47 percent),
while among black mothers the proportion living alone actually rose slightly (from
57 percent in 1970 to 60 percent in 2006). Cohabitation rose in each decade between
1970 and 2000 for all groups. However, in the most recent period cohabitation
among single mothers stabilized, and it declined for blacks from 9 percent to 6 per-
cent between 2000 and 2006.
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The living arrangements of single fathers are quite different from those of single
mothers. In 2006 only 30 percent of single fathers (compared to 55 percent of single
mothers) lived with no other adult. Thirty-one percent of single fathers cohabited,
and an additional 34 percent lived with an adult relative. White single fathers were
more likely to live alone (38 percent) than American Indian (30 percent), black
(26 percent), Asian (22 percent), and especially Hispanic (15 percent) fathers.

The increase in single parents who live with an unmarried partner or related adult
has consequences for the economic and social resources available to these parents
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FIGURE 4.5 / Family Structure for Families with Children, 1970 to 2006

Sources: Authors’ calculations from the decennial census (U.S. Bureau of the Census 1970, 1980, 
1990, 2000) and the American Community Survey (U.S. Bureau of the Census 2006).
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and their children. In determining poverty status, official poverty statistics include
the income of related adults as part of total family income and include them as 
family members supported by that income. In contrast, the income and needs of 
“unrelated” cohabitants are not considered. If an unrelated cohabitant is a part of the
same economic unit, household income needs are greater (given larger household
size) and household resources may be greater (if the cohabiting adult has income).

The technical issues related to household membership and poverty measures
reflect important substantive challenges in defining economic units and assessing
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FIGURE 4.6 / Living Arrangements of Single Mothers, 1970 to 2006

Sources: Authors’ calculations from the decennial census (U.S. Bureau of the Census 1970, 1980, 
1990, 2000) and the American Community Survey (U.S. Bureau of the Census 2006).
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their resources and needs. Ideally, additional adults, such as grandparents, increase
the financial and social resources available to vulnerable families. A grand-
parent or other adult may also provide formal or informal child care and other
supports. On the other hand, additional adults may increase family stress and
the responsibilities of a single parent. For example, an elderly grandparent may
require care, or a single mother may feel the need to supervise her children more
closely because of the potential for physical or emotional abuse from an addi-
tional adult.17 Even the assumption that parents and their biological children
share resources to maximize some measure of family well-being is a simplifica-
tion (Bergstrom 1997).

Employment

Changes in labor market opportunities are discussed in greater detail elsewhere in
this volume (Blank, chapter 3). Here we examine women’s increased employment,
declines in male employment, and how these are related to changes in family struc-
ture and their implications for poverty. All else being equal, families are less likely
to be poor the greater the number of adults and the fewer the number of children.
Households that include adult males are less likely to be poor than those that
include only adult females, both because men work more hours on average and
because they earn more per hour on average. Since 1970, however, women’s labor
force participation has increased, especially for women with children, and gender
gaps in labor market outcomes have declined (Blau 1998; Blau and Kahn 2000).
These changes affect the level and distribution of income among families headed
by married couples as well as among families with single female heads (Blau 1998;
Cancian and Reed 1999). They also reflect changes in gender roles and contempo-
rary expectations regarding the caretaking and employment responsibilities of
mothers and fathers, which interact with the public policy context. As the relation-
ship between family structure and work has changed, so too has the relationship
between family structure and poverty. An accounting of changes in family and
poverty must therefore account for the dramatic growth in women’s labor force
participation and the declining opportunities for men, especially those with less
education (Toossi 2002; Blau and Kahn 2007; Moffitt 2000).

Figure 4.7 shows the proportion of men and women who worked at least one
week in the previous year, by age. Female labor force participation increased sub-
stantially in the 1970s and 1980s. In the 1970s, women’s labor force participation
was lower during prime child-rearing ages, but by 1990 there was no longer a sub-
stantial shift in the proportion working between the ages of twenty and forty-five.
In 1970, about 50 percent of all women age thirty to thirty-four worked; from 1990
onward, almost 80 percent did.

Changes in labor force participation vary substantially by gender and across edu-
cation groups. While women’s work hours increased, men’s declined somewhat,
especially among men with lower levels of education. Between 1970 and 2006, the
proportion of all non-elderly women working at all increased from 57 percent to
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76 percent, while the proportion who work full-time, full-year grew from 25 percent
to 44 percent. Absolute levels of employment were lower for women with less edu-
cation, but trends were similar.18 Among all men, the proportion working full-time,
full-year fell from 70 percent to 67 percent. In 2006 only 60 percent of men
between the ages of eighteen and sixty-four with a high school diploma or less
worked full-time, full-year.

Although women’s employment rates increased in most periods for most groups,
the patterns varied substantially by family structure. Figure 4.8 shows increases
in the proportion working at some point in the previous year among women
between the ages of eighteen and sixty-four by marital status and the presence of
preschool children (under age six) or school-age children (age six to seventeen). In
the 1970s and 1980s, the increase was more pronounced for married women, espe-
cially married mothers. Between 1970 and 1990, the proportion of married women
with children under age six who worked in the paid labor force increased from
41 percent to 68 percent, while employment rates for married women with older
children increased from 54 percent to 77 percent. In contrast, there was little change
in employment among married women from 1990 to 2006. The timing of changes
in work was quite different for single women, and especially for single mothers rel-
ative to married mothers. The greatest increase in work for single mothers with
young children occurred between 1990 and 2000, a period of slow growth for mar-
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FIGURE 4.7 / Annual Labor Force Participation Rates by Gender and Age, 1970 to 2006
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ried mothers and falling employment rates for single women without children. The
increased employment for single mothers of young children began in 1993 and was
strong in the late 1990s, partially coinciding with more restrictive welfare policies
that reduced the availability of cash assistance.19

As shown in figure 4.7, there is less change over time in employment patterns for
men, though there have been modest declines over time in male employment
rates—in contrast to the increases apparent among women. When we disaggre-
gate male employment patterns by family structure, we find that in all years married
men and resident fathers are more likely to work, but there is little evidence of sys-
tematic difference in the time trend by marital or parental status (figure not shown).

Although it remains an important cultural reference point, the “traditional”
family—an employed father, a homemaker mother, and children—is increasingly
uncommon. In 2006 only 12 percent of all families fit this model, down from 
36 percent in 1970.20 In part, this decline reflects a growing disconnect between
marriage and childbearing and childrearing. At the same time that single-mother
families are more prevalent, increases in women’s own earnings mean they are less
vulnerable to economic hardship. We consider explanations for these countervailing
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FIGURE 4.8 / Annual Labor Force Participation Rates, Women Age 18 to 64, 
by Marital Status and Motherhood, 1970 to 2006

0

10

20

40

30

70

60

50

80

90

Pe
rc

en
ta

ge

Single,
Child Under

Age 6

Single,
Child Age

6 to 17

Single,
No Child

Married,
Child Age

6 to 17

Married,
No Child

Married,
Child Under

Age 6

Sources: Authors’ calculations from the decennial census (U.S. Bureau of the Census 1970, 1980, 
1990, 2000) and the American Community Survey (U.S. Bureau of the Census 2006).

1970 1980 1990 2000 2006



changes in the next section, and then turn to an assessment of their importance in
explaining changes in the level of poverty over time.

EXPLAINING CHANGES IN MARRIAGE,
CHILDBEARING, AND EMPLOYMENT

We have documented substantial declines in marriage, a reduction in the aver-
age number of children per family, and a dramatic increase in the proportion 
of children born outside of marriage since 1970. Over the same period, women’s
employment has increased, especially for mothers. In contrast, men, especially
those with less education, have experienced stagnant or declining rates of employ-
ment. These changes in family structure and employment are interrelated. For
example, delays in marriage may reduce fertility, thereby reducing demands for
work in the home and facilitating women’s market work. On the other hand, 
as labor market opportunities for women improve—in absolute terms, or rela-
tive to men’s—women face higher opportunity costs of leaving employment to
have (additional) children, as well as reduced economic incentives to marry.
Decisions to have children outside of marriage may reflect both women’s increas-
ing ability to support a family independently and a short supply of men with
family-supporting earnings.

Understanding the factors that underlie changes in family formation and how
these changes have been affected by economic and policy changes is complicated
by the interdependence of economic, social, and demographic changes. Although
few factors can accurately be viewed as independent, an assessment of the causes
of family structure and employment changes can inform policy discussions. First,
to the extent that social policy attempts to alter certain behaviors—for example, to
encourage employment—understanding the factors underlying current behavior
is an important starting point. Second, concerns that current (undesired) patterns
of behavior are the result of policy have motivated policy change. For example,
the emphasis of the 1996 welfare reform on reducing nonmarital childbearing
reflected concerns that increases in the proportion of children born outside of
marriage were the result of the incentives created by the availability of welfare
benefits for single mothers. The 2005 Deficit Reduction Act (DRA) reauthorizing
the 1996 reform further emphasized policies designed to promote marriage and
reduce nonmarital births.

The decline in the proportion of married people results from people marrying at
older ages or not at all. It also reflects higher rates of divorce, which are only some-
what offset by increases in remarriage. What accounts for these trends? The stan-
dard economic model of marriage emphasizes gains from a specialized division of
labor in a context where one spouse (generally the husband) commands a substan-
tially higher wage (Becker 1991). In this case, marriage creates a context in which
the lower-wage spouse can devote herself to home production—raising children,
preparing meals, maintaining the home—and leave the higher-wage spouse to spe-
cialize in earning wages. As men’s advantage in the labor market relative to women
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has declined (Blau and Kahn 2000; Bowler 1999), so have the potential gains from
marital specialization, reducing women’s incentive to marry.

In addition, over the same period, increased marital instability increased the
risks to women of interrupting their wage employment. As divorce has become
more common, the probability that a woman will have to be the primary provider
for herself and her children has increased. At the same time, as labor force partic-
ipation has increased, so has the feasibility of leaving an undesirable marriage.
Thus, women’s increasing economic independence may be both a cause and a
consequence of greater marital instability.

The past three decades have seen increased inequality in the distribution of
wages for men and stagnant or declining wages, especially for younger men with
low education (Blank, this volume). Thus, men’s labor market advantage, and the
consequent potential gains from marriage, have been particularly eroded for low-
income individuals. William Julius Wilson (1987) argues that industrial restructur-
ing and changes in the organization and location of jobs substantially reduced
men’s employment and earnings prospects, especially for urban black men with
low education. High rates of incarceration also limit the pool of “marriageable” men
with access to family-supporting employment, especially for African Americans
(Blau, Kahn, and Waldfogel 2000; Lopoo and Western 2005; Holzer 2007).

Together with women’s increased economic prospects and the availability of birth
control, changes in social norms have made it easier to have sexual relationships and
cohabit outside of marriage, to establish households independent of parents or
spouses, and to rear children outside of marriage. Thus, as the economic advantage
of marriage has declined, so has the importance of marriage as a precursor to parent-
hood (Edin and Kefalas 2005). The independent causal role of social norms is diffi-
cult to disentangle. In any case, economically stable marriage remains the normative
goal, even among demographic groups with low rates of marriage (Gibson-Davis,
Edin, and McLanahan 2004). Nonetheless, cohabitation, nonmarital childbearing,
and divorce are increasingly accepted (Thornton and Young-DeMarco 2001).

Changes in contraceptive technology and reduced fertility also contribute to
women’s increased labor force participation. Of course, it is difficult to distinguish
cause and effect; mothers may be more likely to work in the market because they
have fewer children, or they may be having fewer children because of the demands
of greater labor force participation.

Another focus of public debate and research has been the role that policy plays in
facilitating changes in marriage, childbearing, and employment among low-income
women. With regard to marriage policy, there are concerns about the disincentives
to marriage embedded in the welfare system, as well as the vulnerability of the low-
income population to policies aimed at altering family behaviors. Critics of welfare
argued that the availability of financial support and the structure of eligibility rules
that targeted single-parent families discouraged marriage and parental responsibil-
ity (Murray 1984). The generosity of welfare cannot fully explain changes in mar-
riage because AFDC (Aid to Families with Dependent Children) benefits declined
substantially after the mid-1970s, over the same period that marriage rates declined.
And the decline in marriage was also evident among higher-income individuals
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who never received welfare. Estimates of the magnitude of any negative impact of
welfare on marriage vary quite substantially but generally suggest at most modest
effects (Moffitt 1998b, 2003; on recent welfare reforms, see Grogger and Karoly 2005,
2007). Some research suggests that income supports may increase marriage rates,
possibly by helping low-income couples achieve the financial stability seen by some
as a prerequisite for marriage (Gassman-Pines and Yoshikawa 2006; Gibson-Davis,
Edin, and McLanahan 2004).

The impact of child support enforcement on marriage is another area of debate.
Policy changes over the past thirty years have substantially increased the propor-
tion of nonmarital births for which paternity is established and contributed to more
fathers of children born to unmarried mothers being ordered to pay child support
and making payments (Cancian and Meyer 2006). Although child support enforce-
ment and paternity establishment are primarily aimed at increasing the formal
economic support provided by nonresident fathers, improved enforcement may
also change incentives to marry and have children. The increasing probability of
paying and receiving child support might be expected to have offsetting effects on
the financial incentives to have children outside of marriage—increasing the costs
of nonmarital births for nonresident fathers and decreasing them for resident
mothers. For some single men who might otherwise provide few resources to
their children, increased child support enforcement may raise the expected costs
of fatherhood. In contrast, despite receiving child support or cash welfare, single
mothers typically bear most of the responsibility and costs associated with raising
children. Changes in welfare benefit levels (or child support payments) may thus
have a relatively minor impact on the benefits and costs faced by a single woman
considering motherhood.21 Research suggests that increased child support enforce-
ment is associated with reductions in nonmarital births (Garfinkel et al. 2003;
Plotnick et al. 2004, 2006).

Because many nonmarital births are to cohabiting or romantically involved
parents, child support enforcement may negatively affect these “fragile fami-
lies.” Although child support provides financial resources, the requirements to
establish paternity and to issue a formal child support order and the efforts to
enforce that order may increase conflict between parents. Noncompliant fathers
face enforcement actions that may reduce their willingness and ability to sup-
port their children (Waller and Plotnick 2001; Waller 2002; Pate and Johnson
2000; Garfinkel and McLanahan 2000).

Over the last three decades, several policy changes have sought to encourage
employment and to “make work pay” for low-income parents, including an
expanded Earned Income Tax Credit and expansions of Medicaid and the State
Children’s Health Insurance Program (SCHIP). The EITC provides a substantial
earnings subsidy for low-income earners with children (Scholz, Moffitt, and
Cowan, this volume; Meyer and Rosenbaum 2001), and the expanded availabil-
ity of public health insurance for low-income children supports the move from
welfare to work (Swartz, this volume). Child care policies, particularly recently
expanded subsidies for some low-income families, also facilitate employment
(Waldfogel, this volume).
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THE IMPACT OF CHANGES IN FAMILY STRUCTURE
AND WOMEN’S EMPLOYMENT ON POVERTY

The preceding analysis revealed substantial changes in family structure and growth
in female employment since 1969. How have the changes affected poverty rates?
We decompose changes in poverty to show that, on their own, changes in family
structure would have led to a substantial increase in poverty. However, the growth
of female employment had important poverty-reducing effects.

Table 4.1 reports poverty rates and population shares for non-elderly persons
classified by six mutually exclusive family types, defined by headship (single
female, single male, or married couple) and presence of children.22 The first column
shows poverty rates in 2006. Persons living in families headed by single women
raising children had the highest poverty rate, at 39.9 percent, and married couples
had the lowest—2.8 percent for those with no children residing with them and
7.5 percent for those with children. Most persons (66 percent) lived in married-
couple families, either with (46 percent) or without (20 percent) children (column 2).
Poverty rates in 1969 (column 3) showed the same pattern, with high rates for single
mothers with children and low rates for married couples.

Between 1969 and 2006, the poverty rate grew by 1.1 percentage points, from
11.5 percent to 12.6 percent. However, the poverty rate within five family types
declined (column 5); the only exception was single males with children, who
accounted for only 4 percent of persons in 2006. This suggests that an important
factor in the growth of the overall poverty rate may have been the shift in popu-
lation shares by family type. As we have shown earlier in this chapter, marriage
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TABLE 4.1 / Poverty Rates and Population Shares by Family Type, 1969 to 2006

2006 1969 Change

Poverty Population Poverty Population Poverty Population
Rate Share Rate Share Rate Share

Single female 17.3% 9% 19.8% 4% −2.5% 5%
Single female, 39.9 13 47.7 8 −7.8 6
with children

Single male 14.0 8 15.0 3 −1.0 5
Single male, 19.0 4 17.1 2 1.9 2
with children

Married couple 2.8 20 4.3 17 −1.5 3
Married couple, 7.5 46 8.6 67 −1.1 −21 
with children

Overall 12.6 100 11.5 100 1.1 —

Source: Authors’ calculations from the decennial census (U.S. Bureau of the Census 1970) and
American Community Survey (U.S. Bureau of the Census 2006).
Note: Data include families with heads age eighteen to sixty-four.



and child-rearing rates declined over this period, and the share of children raised
in single-parent families increased. As a result of these changes, the share of persons
living in married-couple families fell by twenty-one percentage points, whereas the
share of people in families without children grew by thirteen percentage points, and
the share in single-parent families grew by eight percentage points (column 6). With
the exception of married couples without children, all of the growing family types
have higher poverty rates than do married couples with children. In other words,
the population shifted from a relatively low-poverty group (married couples with
children) to family types with higher risks of poverty.

By how much would overall poverty have increased if there had been a change
in family structure but no change in poverty rates for each type of family? One
approach to this question is to construct a counterfactual level of poverty with the
2006 shares of persons by family type and the 1969 poverty rates. This method is
known as a “shift-share” analysis because we are shifting the population shares
while holding poverty rates constant. Applying this approach to the numbers in
table 4.1, we find that the poverty rate in 2006 would have been 14.6 percent.
Therefore, if all else remained the same as in 1969, the change in family structure
would have increased the poverty rate by 3.1 percentage points, from 11.5 percent
in 1969 to 14.6 percent in 2006.23

The shift-share analysis provides a simple way of gauging the possible mag-
nitude of the impact of family structure changes. However, this approach may
overestimate the impact of family structure changes by implicitly assuming
that poverty rates would remain the same within each family type. For exam-
ple, the decline in poverty among single women may result from a change in
family structure if the decline in marriage was disproportionately among high-
education, high-resource women. We improve on the estimates by conducting
the shift-share analysis separately by education and age. This analysis implic-
itly assumes that within an education-age category, if nothing beyond family
structure had changed, single mothers in 2006 would face the same poverty rate
faced by single mothers in 1969.24 As we discuss later, this analysis is an improve-
ment on the simple shift-share, but it also has some limitations. Using the shift-
share analysis that controls for education and age, we find that changes in family
structure increased poverty, but that the impact was smaller when controlling for
education and age: 2.6 percentage points as compared to 3.1 percentage points
(table 4.2).25

Over this same period, there was substantial growth in female employment.
Including women’s labor force participation in the shift-share analysis, we find
that growth in women’s work reduced poverty by 1.4 percentage points.26 Taken
together, changes in family structure and women’s work led to a 1.2-percentage-
point increase in poverty, which is comparable to the actual increase in poverty
over this period (table 4.2, row 1).

We see a similar pattern across racial and ethnic groups: changes in family struc-
ture put upward pressure on poverty, but this was mitigated by growth in female
employment. Poverty among blacks fell substantially, in part owing to growth in
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female employment. In addition, black women had stronger growth in education
over this period, with the share in our low-education group falling from 60 percent
in 1969 to 46 percent in 2006.27 Not surprisingly, the change in family structure had
a more substantial impact on poverty among children, although this too was miti-
gated by the growth in female employment.

When we separately analyze the early decades and the late decades, we find sim-
ilar patterns in both periods, with changes in family structure increasing poverty
and growth in women’s work decreasing poverty. Interestingly, although family
structure changes were very substantial over the period 1969 to 1989, they had a rel-
atively small impact on poverty. During this period, the growth in single-mother
families was more substantial for high-education women, resulting in an overall
impact on poverty that was smaller than would otherwise be expected.28
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TABLE 4.2 / Shift-Share Estimates of the Expected Impact of Changes in Family
Structure and Employment on Poverty Rates by Demographic Group
and by Time Period

Expected Change

Family Female Actual
Structure Work Total Change

1969 to 2006
All 2.6% −1.4% 1.2% 1.1%
White 1.8 −1.2 0.6 0.5
Black 3.2 −2.7 0.5 −8.8
Hispanic 1.2 −3.3 −2.1 −3.1
Children 4.6 −2.2 2.5 3.0

1969 to 1989
All 0.6 −1.1 −0.5 0.4
White 0.6 −1.1 −0.5 0.0
Black 1.2 −1.3 −0.2 −5.5
Hispanic 0.2 −2.2 −2.0 −0.4
Children 1.6 −1.4 0.2 2.3

1989 to 2006
All 2.4 −0.6 1.9 0.6
White 1.6 −0.2 1.4 0.5
Black 2.2 −2.2 0.0 −3.3
Hispanic 1.1 −1.2 −0.1 −2.7
Children 3.5 −1.2 2.4 0.7

Sources: Authors’ calculations from decennial census (U.S. Bureau of the Census 1970, 1990, 2000)
and American Community Survey (U.S. Bureau of the Census 2006).
Notes: Data include families with heads age eighteen to sixty-four. Table shows estimates of the
impact in percentage points. “Total” is the sum of the three preceding columns. Reported num-
ber may not add to the total due to rounding.



Shift-share analysis within education-age groups improves on the simple shift-
share analysis. These counterfactual calculations, however, do not measure the
causal effects of changes in family behaviors on poverty because the analysis
ignores the relationship between family behaviors and poverty rates. The shift-
share calculations rely on the unrealistic assumption that family structure and
female employment could change to 2006 levels while poverty rates within each
type of family could remain at 1969 levels after controlling for education, age, and
race-ethnicity—that is, the “all else remained the same” assumption. In addition, we
cannot properly account for the impact of changes that affect both family structure
and poverty rates within given family types. For example, the growth in women’s
labor market opportunities may directly affect family structure (reducing marriage
and fertility) and at the same time reduce vulnerability to poverty within single-
mother families.29 In practice, as discussed earlier in this chapter, decisions about
family structure and labor force participation are interconnected, and many un-
observable characteristics influence these behaviors.

CONCLUSION

We have shown that changes in family structure and changes in the implications
of family structure for poverty reflect a complex set of interrelated factors. Fewer
people are marrying, and those who are married are on average older and more
likely to divorce. This smaller number of married couples are having fewer chil-
dren, while the birthrates for the growing number of unmarried women have
increased. Together these trends result in a greater proportion of families headed
by single mothers—because of growth both in the proportion of births that take
place outside of marriage and in the proportion of children born within marriage
whose parents divorce.

Single-mother families, generally relying on the earnings of only one adult,
are more than five times as likely to be poor as married-couple families. On its
own, the change in family structure has increased poverty. However, a number
of factors have had countervailing impacts. First, the increase in single-female
households has coincided with a major increase in the employment of women.
Although fewer women and children can depend on regular support from a
husband or resident father, more women, especially mothers, are working, and
many are earning enough to raise their families out of poverty. Employment
rates for single mothers with young children—a particularly vulnerable group—
grew substantially in the 1990s. In addition, women are having fewer children,
reducing the total family income needed to avoid poverty. Moreover, almost
half of recent births to unmarried women were to cohabiting parents. Treating
cohabiting adults as partners and including their income as a family resource
substantially reduces the increase in poverty due to changes in family structure.

Thus, changes in employment, the number of children, and cohabitation have
reduced the growth in poverty otherwise associated with the declining propor-

Changing Poverty, Changing Policies

112 /



tion of married-couple families. However, while increased employment has made
women and single mothers less economically vulnerable, it has presumably
come at the cost of (unpaid) time spent supporting their family and community
(Waring 1999; Sandberg and Hofferth 2001). In addition, the standard measure
of income poverty used here neglects the nondiscretionary personal costs of
employment, such as transportation and child care, and thus overstates the
poverty-reducing effects of employment (Iceland and Kim 2000). Similarly, while
many unmarried mothers may live with the fathers of their children or other men,
cohabiting relationships provide less economic security than marriage, in part
because of their relative instability (Bumpass and Lu 2000; Manning, Smock, and
Majumdar 2004; Kenney 2004; DeLeire and Kalil 2005).

There are several types of public policy responses to the increased diver-
sity and instability of family forms. Some policies explicitly aim to change fam-
ily structure, for example, to promote marriage or reduce nonmarital births.
Although it is too early to know whether recent efforts to promote healthy mar-
riage will be successful (Dion 2005; Dion et al. 2008), some have argued that
even small changes in marriage patterns could produce substantial returns 
on fairly modest investments (Amato 2005; Amato and Maynard 2007). None-
theless, it seems unlikely that current policy options will dramatically alter 
the marriage and fertility patterns of the last four decades, most of which gen-
erally apply across income groups within the United States as well as in other
countries. Although some policies to encourage marriage and, especially, reduce
unplanned and teen pregnancy may prove effective, declines in marriage and
increases in nonmarital childbearing are unlikely to be reversed by feasible pub-
lic policies.

Other policies aim to respond to changes in family forms—for example, to reduce
the negative consequences of nonmarital births and divorce through policies such
as child support, or to encourage or facilitate employment, especially among
single mothers. These policies, discussed in Jane Waldfogel’s chapter in this vol-
ume, will be critical in determining the consequences of family change for the
well-being of children.

As we have documented, the past forty years have been a period of increas-
ing diversity in family structures and changing relationships between marriage,
fertility, and employment. Children are more likely to spend some time living
outside a married-couple family. Regardless of whether their mother is married
or single, children, especially younger children, are also more likely to live with
a mother who is working in the paid labor market. To reduce the economic vul-
nerability of children and families, public policy must respond to the diversity
and instability of family forms. Even if effective policy interventions to reduce
divorce and nonmarital childbearing are developed, many children will live
with only one parent, and many parents will face challenges in meeting the eco-
nomic and social needs of their families. Recognizing these challenges, public
policy must respond in ways that support the increasing complexity of family
arrangements and the growing proportion of workers who also have primary
responsibility for parenting their children.
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NOTES

1. In 2006 about 8 percent of married couples with children and 40 percent of single-
mother families were poor, according to the authors’ calculations from the American
Community Survey (ACS) for families with prime-age heads between the ages of
eighteen and sixty-four.

2. On the causes and consequences of teen pregnancy, see Maynard (1997), Hotz,
McElroy, and Sanders (2005), Fletcher and Wolfe (forthcoming), and Furstenberg
(2007). On nonmarital births, see Upchurch, Lillard, and Panis (2002).

3. We evaluated trends for women with “low education” defined as less than a high school
diploma in 1970 and no more than a high school diploma in 2006. In both years, about
40 percent of all women between the ages of eighteen and sixty-four were in these cate-
gories. This definition uses a changing cutoff point but includes the equivalent part of the
distribution in both years, in contrast to one that uses a constant education level (such as
less than high school) but reflects a relatively more disadvantaged group as the educa-
tional distribution improves over time. These calculations are available from the authors.

4. Unless otherwise noted, all statistics come from authors’ calculations from the decennial
census (1970, 1980, 1990, 2000) and the American Community Survey (U.S. Bureau of the
Census 2006).

5. The most recent period shown spans six rather than ten years because the 2006 data
were the latest available when this chapter was written.

6. Heterosexual marriage rates for men and women are, by definition, related. None-
theless, somewhat different patterns do emerge. In addition to differences in age at
first marriage, differences by gender reflect the higher probability of remarriage for
divorcing men relative to divorcing women.

7. Hispanics of any race are included only in the Hispanic race-ethnicity group.
8. It is difficult to measure cohabitation, both because, until recently, few surveys asked

respondents about nonmarital partners and because social stigma and the lack of a
formal legal status make self-reports of nonmarital partners difficult to interpret. We
use the Adjusted POSSLQ measure developed by Lynne Casper, Philip Cohen, and
Tavia Simmons (1999). Beginning with the 1990 census, household heads were able to
identify individuals as their “unmarried partner,” providing a “direct” measure of
partners. The Adjusted POSSLQ measure captured 95 percent of all self-identified
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“partners”; however, almost 40 percent of those identified by the Adjusted POSSLQ
measure were not self-identified as partners. The Adjusted POSSLQ does not take into
account same-sex partners.

9. The decennial census and American Community Survey data do not provide suffi-
cient information to study family relationships for people who are not related to the
household head. In 2006 unrelated household members made up 7 percent of adults
and 2 percent of children.

10. Between 1970 and 2006, the number of co-resident children of their own for women
age thirty-five to thirty-nine declined from 2.5 to 1.5 for whites; from 2.6 to 1.4 for
blacks; from 2.8 to 1.8 for Hispanics; from 2.3 to 1.4 for Asians; and from 3.4 to 1.4 for
American Indians.

11. See Ellwood and Jencks (2004) for a recent review. On the role of policy and other fac-
tors in explaining nonmarital birth rates, see Murray (1984), McLanahan and Sandefur
(1994), Moffitt (1998b, 2000), and Raley (2001); on the implications for economic status
and child outcomes, see Carlson and Corcoran (2001), Kenney (2004), Amato (2005),
Manning and Brown (2006), and Osborne, Manning, and Smock (2007).

12. Assume that the only change between two periods is a decline in the portion of women
who marry—that is, that there are no changes in the likelihood that a married or
single woman will have a child. In that instance, change in the relative number of mar-
ried and unmarried women, by itself, will increase the proportion of births to unmar-
ried women. Similarly, a decline in the fertility of married women, with no change in
the fertility of unmarried women, will increase the proportion of births to unmarried
women (see McLanahan 1985).

13. The trends in fertility statistics for whites and blacks cited in this paragraph include
Hispanics of either race.

14. Figure 4.5 includes only children under age eighteen living with at least one biologi-
cal parent, stepparent, or adoptive parent. Persons under eighteen who are heads of
families, institutionalized, living in households not headed by a relative, or not living
with a parent are excluded. In 1970 this excluded 1 percent of people under eighteen;
in 2006, 1.6 percent were excluded.

15. Race and ethnicity is determined by the race and ethnicity of the female head, if pres-
ent, and otherwise by the male head.

16. The data only distinguish mothers who are household heads or related to their house-
hold head. Note that we cannot distinguish the relationship between children of the
household head and adults unrelated to the head. Thus, some “cohabiting male part-
ners” may be the fathers of children in the household, and some of the children living
with their unmarried mother may also be living with their (unmarried) father. The
parallel situation exists in the case of single-father households and unmarried female
partners.

17. On mutual obligations and family support, see Oliker (1995). On resource allocation
within cohabiting couples, see Kenney (2004), Brown (2004), and DeLeire and Kalil
(2005). On complicated families and social fathers, see Hofferth and Anderson (2003),
Hofferth (2006), Gibson-Davis (2008), and Berger et al. (2008). There is a growing lit-
erature on the role of grandparents, including DeLeire and Kalil (2002), Park (2006),
and Dunifon and Kowaleski-Jones (2007).
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18. For women in the lower 40 percent of the education distribution—those with less than a
high school diploma in 1970 or no more than a high school diploma in 2006 (see note 3)—
the proportion working full-time, full-year grew from 21 percent to 37 percent.

19. Trends in the 1990s are based on authors’ calculations from the Current Population
Survey (CPS) and are not shown in figure 4.8.

20. Authors’ calculations for people under age fifty-five. Employment is defined as work-
ing at least one week in the previous year.

21. The state government typically retains all or most of the child support paid to welfare
recipients (all but the first $50 per month) to offset the costs of providing welfare.
Thus, mothers receiving welfare receive very limited formal child support. The DRA
of 2005 encouraged states to allow mothers to receive up to $200 per month in child
support while maintaining their full welfare eligibility. These provisions took effect in
2008. As of this writing, however, most states retain 100 percent of child support paid
on behalf of children of cash welfare recipients.

22. Poverty rates differ from the official Census Bureau statistics because we use the cen-
sus and the American Community Survey rather than the Current Population Survey
and because we limit the analysis to families with heads in the age range of eighteen
to sixty-four. We standardize the poverty thresholds over time by using the 2006
thresholds. For consistency with official poverty thresholds, we adjust income to 2006
dollars using the CPI-U (consumer price index for all urban consumers) before 1983
and the CPI-U-X1 (consumer price index for all urban consumers, X1 series) in 1983
and later. As in the official poverty calculation, all related persons living in the same
household are grouped as a single family. Families are classified into types based on
the marital status of the family heads. For example, a single woman heading a house-
hold that includes her married daughter, son-in-law, and grandchild is classified as
“single female, with children.”

23. We do not attempt to separately identify the poverty-increasing effects of the decline
in marriage from the poverty-reducing effects of the decline in childbearing.

24. We distinguish between low and high education as described in note 3. Women age
forty or younger make up the low-age group. Interacting two education groups and
two age groups, we conduct four shift-share analyses. We also divide families with
children into families with one child and those with two or more children.

25. As an alternative counterfactual, we conduct all shift-share analyses using 2006 poverty
rates and shifting population shares in each group from 2006 levels to 1970 levels. This
analysis, available from the authors, provides substantively similar results.

26. Within education-age groups, we divide the population into families where the female
head or female spouse of the head had earnings in the past year and those where she
did not have earnings.

27. Education statistics are for black women who were the head of household or the
spouse of the head of household.

28. Without controls for education-age groups, the shift-share analysis suggests that the
impact of changes in family structure on poverty would have been of similar magni-
tude in both periods at just over 1 percent.

29. Although it is not possible to derive causal estimates, alternative methods of esti-
mating the counterfactual also show a substantial effect of family structure changes.
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Adam Thomas and Isabel Sawhill (2002) simulate marriages in 1998 to match mar-
riage patterns in 1970 and find that the decline in marriage had a substantial effect on
child poverty. Mary Daly and Robert Valletta (2006) use a model-based approach and
find that changes in family structure increased poverty while growth in women’s
employment reduced poverty.
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Chapter 5

Immigration and Poverty 
in the United States

Steven Raphael and Eugene Smolensky

Between 1970 and 2003, the proportion of U.S. residents born in another
country increased from 4.8 percent to 12.4 percent. This relative increase
corresponded to a sizable absolute increase in the number of foreign-born. 

Net international migration accounted for over one-quarter of net population
growth during this period. Moreover, recent international migrants are heavily
concentrated among groups with either extremely low or relatively high levels
of formal educational attainment, with the group at the low end being particu-
larly large. Many have conjectured that this large flow of immigrants has had
adverse effects on the economic well-being of the least-skilled native-born and
hence the poverty rate.

The potential contribution of international migration to the official poverty rate
in the United States is likely to operate through two avenues. First, migrants may
have a direct effect on the poverty rate. Since the poverty rates observed among
the foreign-born are high, an increase in the proportion of foreign-born will, as a
matter of arithmetic, increase the national poverty rate. This direct compositional
effect can be either exacerbated or mitigated over time depending on the extent to
which immigrants acquire experience in U.S. labor markets and progress through
the earnings distribution.

Second, international immigration alters the relative supplies of workers with
different levels of education and other labor market skills, a factor that may
influence the wages and employment of both migrants and natives. In particu-
lar, recent immigration has increased the number of workers with very low lev-
els of educational attainment. The impact of this change on poverty depends 
on the sensitivity of native employment and earnings to the influx of compet-
ing immigrant labor. Moreover, the effects on poverty rates are likely to vary
across racial and ethnic groups. In particular, African Americans, native-born
Hispanics, and the native-born children of prior immigrants tend to be less edu-
cated on average and thus are perhaps most likely to be affected by competition
with immigrants.
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In this chapter, we assess the contribution of immigration over the past three
and a half decades to poverty in the United States. We first document trends in
poverty rates among the native-born by race and ethnicity and poverty trends
among all immigrants, recent immigrants, and immigrants by their region and
(in some instances) country of origin. Next, we assess how poverty rates among
immigrants change with time in the United States. By measuring poverty rates
over time among immigrant cohorts defined by when they arrived, we are able
to track how the poverty rates of immigrants change as their time in the United
States increases.

Having documented these basic facts, we turn to a discussion of the likely impact
of immigration on poverty rates operating through (1) a shift in the composition of
the population and (2) an impact of immigration on the earnings and employment
of natives. We first assess what the nation’s poverty rate would have been if there
had been no change in the proportion of immigrants between 1970 and 2005, assum-
ing no labor market effects of immigration. Next, we provide a simple theoretical
discussion of labor market competition between immigrants. Finally, we simulate
what native poverty rates would be under alternative estimates of the effects of
immigrants on native earnings and employment.

To summarize our findings, poverty in the United States declined modestly
between 1970 and 2005. Declines were notable for the native-born, while poverty
among immigrants increased absolutely. Within country-of-origin groupings,
poverty declined for most groups. The distribution of the U.S. immigrant popula-
tion by region of origin, however, has shifted decisively toward source countries
that generate immigrants who are more likely to be poor.

We find that poverty rates among immigrants groups decline quite quickly with
time in the United States. Moreover, while the initial level of poverty among recent
arrivals has increased in recent decades, the declines in poverty observed in sub-
sequent censuses suggests that even the poorer immigrants of the most recent
wave either exit poverty at a fairly rapid rate or emigrate out of the country.
Interestingly, the immigrant-native disparity in the incidence of poverty declines
with immigrants’ time in the United States when immigrants are compared to
native birth cohorts of similar age at similar points in time. This pattern is consis-
tent with either real income growth for immigrant households that propels immi-
grants out of poverty or the selective return migration of those immigrants most
likely to be poor.

Our analysis reveals that immigration patterns had a modest impact on poverty.
Overall poverty declined by a modest amount between 1970 and 2005. Decomposing
this change into a component attributable to changing population shares across
groups by nativity and country of origin indicates that, had the composition 
of the U.S. population not changed, the poverty rate would have fallen by 
an additional percentage point. Thus, while immigration certainly has con-
tributed to overall poverty rates, the contribution through this direct channel is
modest. Our estimates that account for the effects of immigration on native
wages suggest modest effects of immigration over this time period on the least-
educated natives (those with less than a high school diploma) and no or slightly
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positive effects on the earnings of most other skill groups.1 The simulation
results suggest that labor market competition with immigrants has had little 
to no effect on overall native poverty levels or on those for specific racial and
ethnic groups.

DATA DESCRIPTION AND BASIC POVERTY TRENDS

We analyze data from the 1970, 1980, 1990, and 2000 U.S. censuses and the 2005
American Community Survey (ACS).2 Poverty is imputed from total household
income (not inclusive of transfer payments), with the federal poverty line adjusted
for family size in each census year (and in 2005 for the ACS sample). We restrict
the sample to all non-institutionalized residents of the United States.

First we document the poverty trends. Figure 5.1 displays the poverty rates
measured for each census year and 2005 for all U.S. residents, the native-born, and
immigrants. Since the native-born constitute the majority of the U.S. population in
each year (from a high of 95 percent in 1970 to a low of 87 percent in 2005), the
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overall poverty rate closely mirrors the poverty rate among the native-born.
Poverty increases notably among immigrants, however, from roughly 15 percent
to 18 percent over the time period depicted.

Table 5.1 displays the percentage of natives in poverty for five mutually exclu-
sive race-ethnicity groupings in all decennial census years since 1970 and in 2005.
Several changes are notable. First, with the exception of native-born Asians, poverty
declines for all groups, with particularly large declines for non-Hispanic blacks
(from 36 percent to 27 percent) and non-Hispanic others (from 37 percent to 
24 percent). More modest declines are observed for whites and Hispanics. For
blacks and Hispanics, poverty rates decline monotonically between 1970 and 2000
and then increase slightly in 2005.

Table 5.2 presents similar tabulations for all U.S. resident immigrants in all decen-
nial census years since 1970 and in 2005, by region of origin.3 We provide separate
country-of-origin estimates for Mexico given the disproportionate importance of
immigrants from this country. Immigrants from Mexico have the highest poverty
rates: between 26 and 29 percent of Mexican immigrants were poor in each year.
Immigrants from Central and South America and from Asia also have relatively
high poverty rates. On the other hand, western European immigrants and immi-
grants from other North American countries have low poverty rates, with percent-
ages in poverty that are fairly stable across census years. Interestingly, there are few
notable increases in poverty within country- or region-of-origin groups, and many
instances where poverty rates decline.

We also tabulated comparable poverty rates where immigrants within each
group and year are further subdivided into immigrants who arrived within five
years prior to the census (recent immigrants) and immigrants who arrived earlier
(nonrecent immigrants). Figure 5.2 displays these tabulations. Poverty rates are
much higher among recent immigrants within all country-of-origin groupings.
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TABLE 5.1 / Poverty Among the Native-Born by Race-Ethnicity, 1970 to 2005

Change
1970 to

1970 1980 1990 2000 2005 2005

Non-Hispanics
White 10.3% 8.8% 9.1% 7.9% 9.3% −1.0%
Black 36.2 30.1 30.6 25.2 26.7 −11.0
Asian 9.4 8.4 11.2 12.3 12.5 3.1
Other 37.1 27.0 30.8 22.1 24.3 −12.8

Hispanic 27.0 23.9 25.4 22.1 23.5 −3.1

Sources: Authors’ compilation based on the Public Use Microdata Samples (PUMS), 1970 through
2000 (U.S. Bureau of the Census, various years), and the 2005 American Community Survey
(U.S. Bureau of the Census 2005).



This pattern is consistent with either a strong negative effect of time in the United
States on poverty or increasing poverty rates among cohorts of more recent arrivals.
We investigate this issue in more detail in the next section.

The poverty trends in figure 5.1 reveal increases in poverty among immigrants,
while the tabulations in table 5.2 suggest that within-group poverty rates have been
relatively stable. Taken together, these two trends suggest that the distribution of
immigrants across country-of-origin groupings must have shifted toward higher-
poverty immigrant groups. Indeed, this is the case. Table 5.3 displays the distribu-
tion of the U.S. resident population by nativity, by race-ethnicity among natives,
and by region of origin among immigrants. The tabulations for immigrants reveal
several stark changes in the region-of-origin distribution for immigrants. Western
Europeans constituted 41 percent of the immigrant population in 1970 but only
10 percent in 2005. By contrast, Mexican immigrants constituted 8 percent of
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TABLE 5.2 / Poverty Among Immigrants by Region of Origin, 1970 to 2005

Change
1970 to

1970 1980 1990 2000 2005 2005

North America 9.0% 8.0% 8.1% 7.6% 8.0% −1.0%

Latin America
Mexico 29.2 26.4 29.4 26.5 26.1 −3.2
Central America 15.9 20.6 22.4 19.9 17.9 2.0
Caribbean 14.7 16.4 18.6 17.5 17.9 3.2
South America 14.5 15.3 14.6 15.5 12.2 −2.3

Europe
Westerna 12.6 8.5 8.1 7.8 8.2 −4.4
Easternb 14.3 8.9 9.2 11.7 10.9 −3.4

Russian Empire 16.1 14.9 19.7 19.6 16.9 0.8

Asia
East 13.4 12.7 15.6 15.1 15.0 1.6
Southeast 16.2 19.8 18.4 12.2 11.4 −4.8
India and Southwest 14.6 17.2 12.4 11.0 9.8 −4.8

Middle East 14.3 20.1 19.5 18.3 19.3 5.0

Africa 12.5 20.4 14.9 17.6 20.4 7.9

Oceania 11.9 15.9 16.1 12.1 10.5 −1.4

Other 20.8 23.1 24.7 — 17.4 −3.4

Sources: Authors’ compilation based on the Public Use Microdata Samples (PUMS), 1970 through
2000 (U.S. Bureau of the Census, various years), and the 2005 American Community Survey
(U.S. Bureau of the Census 2005).
a. Excludes Warsaw Pact countries and the components of the former Yugoslavia.
b. Includes former Warsaw Pact countries and the components of the former Yugoslavia.
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FIGURE 5.2 / Poverty Rates Among Recent Immigrants (Arrived Within Past Five Years)
and Nonrecent Immigrants (Arrived More Than Five Years Before)

immigrants in 1970 and 27 percent of immigrants in 2005. Sizable increases are
also observed in the proportion of immigrants from other Latin American coun-
tries and Asian countries. Thus, we observe a sizable shift toward immigrant
groups with higher U.S. poverty rates.

HOW IMMIGRANT POVERTY RATES CHANGE
WITH TIME IN THE UNITED STATES

We noted that poverty rates among recent immigrants are considerably higher than
poverty rates among immigrants from the same regions who arrived in the more
distant past. This cross-sectional pattern suggests that, with time in the United
States, immigrant poverty may decline and perhaps converge to the lower levels
experienced by the native-born.

In more recent years, however, new immigrants are increasingly likely to come
from regions that supply poorer immigrants. Moreover, it is possible that there have
been comparable shifts in the composition of immigrants from the same nation (from
lower-poverty to higher-poverty co-nationals). Thus, more recent immigrants may
be fundamentally different from previous immigrants, with higher propensities to
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TABLE 5.3 / Distribution of the U.S. Resident Population by Nativity, by Race-
Ethnicity Among the Native-Born, by Time in the United States Among
Immigrants, and by Region of Origin Among Immigrants

Change
1970 to

1970 1980 1990 2000 2005 2005

All U.S. residents 100.00% 100.00% 100.00% 100.00% 100.00% —
Native-born 95.18 93.82 92.03 88.82 87.60 −7.58
Immigrant 4.82 6.18 7.97 11.18 12.40 7.58

All natives 100.00% 100.00% 100.00% 100.00% 100.00% —
Non-Hispanic white 84.50 81.61 81.52 76.67 78.25 −6.25
Non-Hispanic black 11.43 11.94 10.50 11.71 10.00 −1.43
Non-Hispanic Asian 0.50 0.69 1.07 2.11 2.47 1.97
Non-Hispanic other 0.42 0.74 0.99 1.39 1.10 0.68
Hispanic 3.15 5.02 5.91 8.10 8.19 5.04

All immigrants 100.00% 100.00% 100.00% 100.00% 100.00% —
Recent 82.46 76.15 75.15 75.63 82.54 0.08
Nonrecent 17.54 23.85 24.85 24.37 17.46 −0.08

All immigrants 100.00% 100.00% 100.00% 100.00% 100.00% —

North America 9.60 6.13 4.12 2.90 3.03 −6.57

Latin America
Mexico 8.22 15.82 22.77 30.74 27.45 19.23
Central America 1.21 2.54 5.52 6.46 6.10 4.89
Caribbean 7.05 9.12 9.08 9.09 8.25 1.2
South America 2.71 4.08 5.18 5.93 6.56 3.85

Europe
Westerna 40.94 26.27 16.37 9.99 9.77 −31.17
Easternb 11.36 6.58 4.22 3.48 3.46 −7.9

Russian Empire 6.09 3.51 1.99 2.79 3.14 −2.95

Asia
East 4.31 6.84 8.90 8.63 9.78 5.47
Southeast 1.74 6.60 10.13 9.89 10.43 8.69
India and Southwest 0.92 2.79 4.13 5.45 6.57 5.65

Middle East 1.33 2.02 1.95 1.71 1.76 0.43

Africa 0.63 1.35 1.54 2.50 3.16 2.53

Oceania 0.43 0.58 0.53 0.53 0.48 0.05

Other 3.45 5.77 3.57 0.00 0.06 −3.39

Sources: Authors’ compilation based on the Public Use Microdata Samples (PUMS), 1970 through
2000 (U.S. Bureau of the Census, various years) and the 2005 American Community Survey (ACS)
(U.S. Bureau of the Census 2005).



experience poverty in the United States. Observing higher poverty among recent
immigrants in a given year is also consistent with a decline in the average earnings
potential of more recent immigrants relative to immigrants from times past.

This difficulty in interpreting the difference in socioeconomic status between
recent immigrants and nonrecent immigrants is a central point of contention in
the research regarding the degree to which immigrant wages assimilate upward
toward the higher earnings of the native-born. In a series of papers, Barry Chiswick
(1978, 1980) argues that the strong cross-sectional relationship between immigrants’
time in the United States and earnings is indicative of the speed with which immi-
grants assimilate into the U.S. labor market.

In a series of articles, George Borjas (1986, 1995) contests this interpretation of the
cross-sectional earnings data. Borjas argues that to the extent that more recent immi-
grants have discretely lower earnings potential than immigrants from previous
years, comparing immigrants of different ages in a given year provides a distorted
picture of the future earnings paths of recent immigrants. Borjas constructs “syn-
thetic cohorts” across census years to investigate this possibility. A synthetic cohort
compares the earnings of a specific arrival cohort at different points in time (across
census years), thereby providing an alternative characterization of the age-earnings
profile. For example, the average earnings of immigrants who arrived between 1965
and 1970 as measured in the 1970 census, the 1980 census, and so on are compared.
In this comparison, changes between years would pertain to the same cohort and
might be attributable to time in the United States. When estimated in this fashion,
the age-earnings profiles of immigrants look considerably less steep than those
implied by the cross-sectional patterns. That is to say, earnings growth appears to
be no faster than that of comparable natives, immigrant earnings do not overtake
native earnings, and native-immigrant income convergence occurs at a slower rate
than is implied by a cross-sectional analysis comparing the earnings of immigrants
of different ages at a given point in time (such as a census year).

In table 5.4, we apply the synthetic cohort analysis of Borjas to the measurement
of poverty. Specifically, using census data from 1970 through 2005, we define immi-
grant cohorts by their year of arrival and measure their poverty rates in successive
census years. Assuming that the composition of the cohort does not change over
time through selective emigration or measurement error (a big assumption that we
will discuss further), changes in poverty rates across census years for fixed arrival
cohorts provide estimates of how immigrant poverty changes with immigrants’
time in the United States.

We present results for immigrants from all source countries and for all ages
in the top panel. These initial results reveal several distinct patterns. First, the
poverty rates of recent immigrants (shown along the diagonal) increased notably
between 1970 and 1990. In 1970, 18 percent of recent immigrants (defined as those
who had arrived within the past five years) had incomes below the federal
poverty line. This increased to 28 percent in 1980, and to 30 percent in 1990, but
then declined to 28 percent in 2000. The top panel also reveals that poverty rates
decline quite quickly with time in the United States. Moreover, these declines are
more pronounced for more recent cohorts relative to past cohorts. For example,
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considering the first row of the panel, between 1970 and 1980 the poverty rate of
immigrants who arrived between 1965 and 1970 declined by 5.7 percentage points
(from 18.0 percent to 12.3 percent). The comparable ten-year change for recent
immigrants in the 1980 census was 11.3 percentage points (27.9 percent to 16.3 per-
cent), while the comparable change for recent immigrants in the 1990 census was
12.4 percentage points (30.3 percent to 17.9 percent). Even for the five-year period
following the 2000 census, the poverty rate among recent immigrants declined by
a full 10.0 percentage points.

To address whether the decline over time in poverty rates represents conver-
gence between immigrants and natives, we need to compare changes in poverty
for comparable age groups. The middle panel reproduces the top panel for immi-
grants who were between eighteen and thirty-four years of age in the census year
following their arrival (excluding children and older immigrants from each
arrival cohort).4 The patterns are quite similar, with poverty declining during
the first ten years in the United States by ten percentage points or more in most
instances. The bottom panel presents comparable cross-census comparisons of
poverty rates among the native-born who were age eighteen to thirty-four in
each of the decennial census years. For example, the figures in the first row
present poverty rates for those natives who were age eighteen to thirty-four in
1970, twenty-eight to forty-four in 1980, thirty-eight to forty-four in 1990, and so
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TABLE 5.4 / Synthetic Cohort Analysis of Immigrant Poverty Rates by Census Year
and by Year of Arrival

1970 1980 1990 2000 2005

Year of first arrival
All immigrants

1965 to 1970 18.0% 12.3% 10.8% 10.3% 9.5%
1975 to 1980 — 27.9 16.3 13.1 10.7
1985 to 1990 — — 30.3 17.9 14.5
1995 to 2000 — — — 27.8 17.8

Immigrants eighteen to thirty-four in census year immediately following arrival
1965 to 1970 16.8 10.4 9.5 9.5 8.6
1975 to 1980 — 27.0 14.8 12.0 9.3
1985 to 1990 — — 29.6 17.5 13.6
1995 to 2000 — — — 28.5 16.8

Natives age eighteen to thirty-four in:
1970 10.7 8.3 7.2 7.4 8.1
1980 — 11.4 8.9 7.1 8.1
1990 — — 13.4 8.5 9.3
2000 — — — 13.8 12.2

Sources: Authors’ compilation based on the Public Use Microdata Samples (PUMS), 1970 through
2000 (U.S. Bureau of the Census, various years), and the 2005 American Community Survey
(ACS) (U.S. Bureau of the Census 2005).



on. We can assess the degree to which immigrant poverty rates converge toward
those of the native-born by comparing the corresponding immigrant-native
poverty rates (using the figures in the middle and bottom panels) and their change
over time.

Figure 5.3 graphs the corresponding differences between immigrant and native
poverty rates in the middle and bottom panels of table 5.4 for each arrival cohort.
For example, the left-most point in figure 5.3 shows the six-percentage-point gap
between immigrant and native-born poverty for recent immigrants and natives
who were age eighteen to thirty-four in 1965 to 1970 (corresponding to the differ-
ence between 16.8 percent and 10.7 percent shown in the first column of the middle
and bottom panels of table 5.4). The figure reveals the rapid convergence of native
and immigrant poverty rates. For example, over the thirty-five-year period between
1970 and 2005, the immigrant-native poverty rate differential between the 1965 to
1970 arrival cohort and the comparably aged natives declined from about six per-
centage points to half a percentage point. Between 1980 and 2005, the relative
poverty rate differential for the 1975 to 1980 cohort declined from 15.6 percentage
points to 1.2 percentage points. Among the most recent arrivals in the 2000 census
(the 1995 to 2000 arrival cohort), the immigrant-native poverty differential declined
from 14.7 percentage points to 4.6 percentage points over a relatively short five-year
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period. Thus, in contrast to the wage results discussed earlier, the poverty rates of
immigrants did indeed assimilate for the better compared to native outcomes.5

We also tabulated comparable synthetic cohort analyses of the relationship
between time in the United States and poverty rates among immigrants for select
region-of-origin groups. Here we summarize these additional results.6 Although
there are large differences in starting poverty rates for recent immigrants (with
Mexican immigrants experiencing the highest initial poverty rates and Asian immi-
grants the lowest), poverty declines with time in the United States for all groups. For
example, between 1980 and 2005, the percentage in poverty among the 1975 to 1980
arrival cohort declined by 14.5 percentage points among Mexican immigrants, 
19.8 percentage points among Central American immigrants, 19.4 percentage
points among South American immigrants, 16.1 percentage points among East
Asian immigrants, and 22.6 percentage points among Southeast Asian immigrants.

To provide an alternative set of metrics of poverty assimilation among immi-
grants, we also compared the poverty rates for Mexican, Central American, and
South American immigrants to those of native-born Hispanics. Similarly, we com-
pared the poverty rates for East Asian and Southeast Asian immigrants to those of
native-born Asians. These comparisons also reveal substantial narrowing of the
immigrant-native poverty rate disparity with time in the United States. The slowest
narrowing is observed for Mexican immigrants, while for Central American and
South American immigrants, poverty rates fall below native-born Hispanic poverty
rates in several instances. For East Asian and Southeast Asian immigrants, nearly all
of the immigrant-native poverty disparity is eliminated within ten years, while the
remaining disparity disappears within twenty years in most instances.

The results from this section strongly suggest that with time in the United States
the poverty rates of specific immigrant cohorts defined by year of arrival decline
sharply and, for the most part, converge to the lower poverty rates of the native-
born. Since these results are based on synthetic cohorts rather than on analysis of
longitudinal data on actual cohorts, they are open to several alternative interpreta-
tions. One clear possibility is that as immigrants acquire experience in the United
States, labor market earnings increase sufficiently to propel many out of poverty.
An alternative interpretation is that those immigrants who are the most likely to
remain poor selectively migrate out of the United States and back to their home
countries. In other words, the arrival cohort observed near the time of arrival may
differ in composition from the same arrival cohort observed a decade or two later.

We cannot distinguish between these two possibilities with census data, but
recent research by Darren Lubotsky (2007) speaks directly to this issue. Lubotsky
hypothesizes two sources of upward bias to synthetic cohort estimates of earnings
growth among immigrants. First, selective emigration of the least successful leaves
a positively selected, higher-earning group of immigrants remaining in the United
States. Less successful immigrants leave the United States and are not included in
estimates of later earnings. Second, since the census basically asks immigrant
respondents when they arrived in the United States “to stay,” immigrants who cycle
in and out of the United States, and who are perhaps more likely to be low earners,
are overrepresented among recent immigrants. By comparing longitudinal earnings
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records from the U.S. Social Security Administration with synthetic cohort estimates
from the census and other sources, Lubotsky shows that both sources of bias tend
to exaggerate the degree to which immigrant earnings increase with time in the
United States.

What are the implications of these findings for the analysis here? Clearly, any
upward bias in synthetic cohort estimates of immigrant earnings assimilation
is likely to lead us to overstate the degree to which an immigrant who enters
the United States today will climb out of poverty in future years. However, the
extent of this bias in the current application is perhaps less severe than in stud-
ies of income growth. Since progressing out of poverty simply requires that
household income cross the poverty line, income growth beyond this threshold
(even if exaggerated) has no impact on the incidence of poverty. The second
source of bias resulting from misclassification suggests that our estimates of
poverty among recent immigrants are likely to be too high, while the estimates
of the poverty rates for nonrecent immigrants are likely to be low. Again, this
bias is perhaps less important when the poverty count is at issue. What is clear,
however, is that with time in the United States income growth and selective
migration result in sharply declining poverty rates among specific time-of-arrival
cohorts of immigrants.

THE CONTRIBUTION OF IMMIGRATION TO THE
NATIONAL POVERTY RATE: COUNTRY-OF-ORIGIN
COMPOSITIONAL EFFECTS

The descriptive statistics indicate that poverty among the U.S. immigrant popula-
tion has increased and that this increase has been driven largely by shifts in the
composition of the immigrant population toward higher-poverty source countries.
Moreover, the figures in table 5.3 indicate that a larger proportion of the nation’s
population is foreign-born (increasing from 4.8 percent to 12.4 percent over the
period studied). Increasing poverty among immigrants, coupled with a higher pro-
portion of immigrants in the population, must add to the national poverty rate. In
this section, we assess by how much.

To be sure, the results thus far suggest that this composition effect cannot be
large. Immigrants still constitute a minority of the U.S. population, with poor immi-
grants being a minority of this minority. Thus, their contribution to the national
weighted average poverty rate is dwarfed by the contribution of the lower poverty
rate of the native-born. Of course, native poverty may be higher as a result of labor
market competition with immigrants (an issue we analyze in detail in the next sec-
tion). Nonetheless, the pure compositional effect is limited in size by the size of the
overall foreign-born population.

To analyze this question more formally, here we calculate a simple decomposi-
tion of the change in the national poverty rate between 1970 and 2005. The decom-
position allows us to assess the contribution to changes over time in the poverty
rate of two components: the change due to the change in the internal composition
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of the U.S. resident population across native and immigrant groups, and a compo-
nent driven by changes in poverty rates occurring within these groups.7

Table 5.5 presents these decompositions for various time periods. In nearly all
comparisons, the shift in population shares away from the native-born, and within
the immigrant population, toward immigrants from poorer source countries has
tended to increase poverty in the United States. However, declines in poverty
within groups have for the most part more than offset the partial increases in
poverty driven by changes in the national-origin population shares. For example,
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TABLE 5.5 / Decomposition of Changes in National Poverty Rates into a Component
Due to Changing Population Composition and a Component Due to
Changes in Poverty Rates

Percentage-Point Change Due to Change Due to
Change in National Changes in Changes in Group-

Poverty Rate Population Shares Specific Poverty Rates

1970 to 2005 −0.94 1.15 −2.09
1980 to 2005 0.56 0.63 −0.07
1990 to 2005 −0.01 0.54 −0.56
2000 to 2005 0.90 −0.28 1.18

Sources: Authors’ compilation based on the Public Use Microdata Samples (PUMS), 1970 through
2000 (U.S. Bureau of the Census, various years) and the 2005 American Community Survey
(ACS) (U.S. Bureau of the Census 2005).
Notes: These decompositions are calculated as follows. Let wit be the proportion of the U.S. pop-
ulation at time t accounted for by group i, where the index i encompasses the native-born and
each of the country-of-origin groups listed in table 5.2. In addition, define povertyit as the corre-
sponding poverty rate for group i in year t. The national poverty rate for 1970 and 2005 can be
expressed as a weighted sum of the group-specific poverty rates:

The change in poverty rates can be expressed by

Adding and subtracting the term to equation 5.2, then factoring, gives the 
decomposition

The first component on the right-hand side shows the contribution to the poverty change asso-
ciated with the shift in population shares between 1970 and 2005. This component is reported in
the second column of the table. The second component represents the contribution of changes in 
group-specific poverty rates between 1970 and 2005, holding the population shares constant at
1970 levels. This component is reported in the third column of the table.
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between 1970 and 2005, poverty declined slightly (by 0.94 percentage points). The
changes in the population distribution between 1970 and 2005 increased poverty
by 1.15 percentage points. This suggests that the composition effect of immigration
has increased the national poverty rate by 1.15 percentage points above what it
would otherwise be had the population shares not changed between 1970 and
2005. These decompositions are similar for all periods compared in table 5.5, with
the exception of the 2000 to 2005 decomposition. During this period, the poverty
rate increased slightly. Here, compositional changes were such that they tended to
reduce poverty holding all else constant, while changes in poverty rates within
groups increased poverty during this latter period. These decompositions suggest
that the direct compositional effects of immigration on poverty are modest, espe-
cially during the later periods.8

POVERTY AMONG NATIVES DUE TO LABOR
MARKET COMPETITION WITH IMMIGRANTS

The contribution of immigration to poverty analyzed in the previous section is
purely arithmetic. To the extent that immigrants have higher poverty rates and
immigrants are an increasing proportion of the resident population, the national
poverty rate increases. Beyond this compositional effect, immigrants may also affect
national poverty through labor market competition with natives. To the extent
that immigrants drive down the wages of natives with similar skills, increased
immigration contributes to native poverty. Moreover, this effect may be exacer-
bated if natives respond to lower wage offers by working fewer hours.

In this section, we begin with a theoretical discussion of the potential impact of
immigrants on the earnings and employment of natives. We then present upper- and
lower-bound estimates of the effects of immigration on native poverty operating
through an impact of immigrant competition on the national wage distribution.9

Plainly stated, an influx of immigrants lowers the wages of those native-born
workers with whom immigrants are in direct labor market competition. To the
extent that wage suppression is sufficient to push these natives below the poverty
line, immigration contributes to native poverty. The economic forces behind this
proposition are best illustrated with a simple model of wage determination in the
overall economy. Suppose that all workers in the economy are exactly the same in
that employers can perfectly substitute one employee—immigrant or native—for
another. Also assume that the stock of productive capital (machinery, plant, and
equipment used in the production of goods and services) is fixed. Under these con-
ditions, an increase in immigration increases the supply of labor in the national
economy and lowers the wages and employment of native workers who now com-
pete with immigrant workers.10 At the same time, total employment (immigrant
plus native) increases, raising national output. In conjunction with lower wages,
increased output translates into higher incomes accruing to the owners of capital.11

This is a relatively straightforward story. Immigration increases national output,
harms native labor, but enriches the owners of capital. Stated in an alternative

/ 135

Immigration and Poverty in the United States



manner using terminology that we define more clearly momentarily, immigration
harms those “factors of production” with which it directly competes, while ben-
efiting those factors that it complements. Given the large increases in immigration
in recent decades and the clear predictions of these simple theoretical arguments,
one may wonder what there is to debate.

Of course, the actual economy and the likely impacts of immigration operate
within a far more complex model. Most conspicuously, in telling our simple story
we assumed that employers could perfectly substitute the average immigrant
worker for the average native worker (and vice versa). This is clearly unrealistic.
Immigrants and natives differ along a number of dimensions that are likely to be
of value to employers. Immigrants tend to have less formal education on average;
levels of educational attainment are particularly low among Hispanic immigrants
and many Southeast Asian immigrants. Immigrant and native-born workers are
likely to differ in their ability to converse in English, and immigrants also tend to
be younger than natives, a fact suggesting that the average immigrant worker
may have less labor market experience than the average native-born worker.12

Given such differences in skills, it is more likely that immigrants and natives are
imperfect substitutes in production—that is, substituting immigrant for native
workers is possible, but limited by differences in skills. Moreover, the substitution
possibilities are likely to vary across jobs according to the skill content of various
occupations. In some instances, certain subgroups of natives are likely to comple-
ment immigrant labor in production. That is to say, certain native workers are
likely to be hired in conjunction with the hiring of immigrant workers. For exam-
ple, Spanish-speaking laborers on a construction site may increase the demand for
native-born bilingual Hispanics with enough education to serve in supervisory
positions. As another example, an increase in the supply of low-skilled construc-
tion labor may increase the demand for architects, structural and civil engineers,
skilled craftsmen, and workers in other such occupations whose labor constitutes
important inputs in the construction industry.

The imperfect substitutability between immigrant and native workers in the
United States is most readily demonstrated by comparing their distributions across
educational attainment groups. Table 5.6 presents the distributions of immigrants
and native men and women, ages eighteen to sixty-four, across formal educational
attainment levels for the year 2000. The share of immigrant workers with extremely
low levels of educational attainment is quite high relative to all native groups. For
example, roughly 22 percent of immigrant men left school before the ninth grade,
compared with 2 percent of native-born white men, 4 percent of native-born black
men, 2 percent of native-born Asian men, and 8 percent of native-born Hispanic
men. Similar patterns are observed when comparing immigrant and native-born
women. Immigrants are also more likely to hold advanced degrees relative to most
of the native-born groups.

We can further characterize the degree of overlap between the skill distributions
of immigrants and natives by incorporating the effects of age as well as education on
skills and earnings. We do so by defining fifty-four age-education groups, ranking
the groups by average earnings and identifying those age-education groups that
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account for the bottom 25 percent, or first quartile, of the skill distribution for natives;
the next 25 percent of natives, or the second quartile; the middle-upper 25 percent of
natives, or the third quartile; and the top 25 percent of the native skill distribution, or
the fourth quartile.13 With this breakdown, we then calculated the percentage of each
immigrant and native group that falls within each skill quartile. To the extent that the
percentage for a given group and quartile exceeds 25 percent, the group is overrep-
resented in this portion of the skill distribution. Conversely, to the extent that the per-
centage falls below 25 percent, the group is underrepresented.

Figure 5.4 presents these skill distributions for immigrant and native men. In
addition to all immigrants, we also present the distribution for Hispanic immi-
grants. Immigrants are heavily overrepresented in the least-skilled quartile and
underrepresented in the remainder of the skill distribution. Fully 42 percent of all
immigrant men and 62 percent of Hispanic immigrant men lie in the bottom quar-
tile of the overall native skill distribution. For the native-born, by contrast, 23 per-
cent of white men, 35 percent of black men, 41 percent of Asian men, and 48 percent
of Hispanic men fall in this low-skilled group. Furthermore, immigrants are under-
represented in the middle of the skill distribution, with 37 percent of all immigrants
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and 31 percent of Hispanic immigrants in the second and third quartiles; for the
native-born, the comparable figures are 50 percent for white men, 53 percent for
black men, 34 percent for Asian men, and 43 percent for Hispanic men. Figure 5.5
presents comparable distributions for women. Here we also see fairly large differ-
ences between the skill distributions of immigrant and native women.

These figures suggest that immigrants and natives differ considerably in terms of
their skills, a fact that complicates our analysis. Allowing for imperfect substitution
between immigrant and native labor driven by differences in skills alters our
theoretical predictions regarding the economic effects of immigrants on native labor
market outcomes. Those natives whose skills are most like those of immigrants are
most likely to be harmed. On the other hand, those natives groups with sufficiently
different skill sets are likely to be the least harmed or may even benefit in the form
of higher wages and greater employment as a result of an increase in immigrant
labor. The educational attainment figures presented in table 5.6 and the skill distri-
butions depicted in figures 5.4 and 5.5 indicate that there are substantial differences
in skills between immigrants and natives. Perhaps the greatest degree of similarity
is between immigrants and native-born Hispanics. Nonetheless, one cannot predict
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a priori the average impact on immigration of each of these groups, since immi-
grant skills distributions clearly differ in each case. The ultimate effect of immi-
grants on natives—positive or negative—is an empirical rather than a theoretical
question.

In our simple model of the effect of immigration on native wages and employ-
ment, we also assumed that the stock of productive capital is held fixed—
in other words, that an immigration-induced increase in the nation’s endow-
ment of labor does not spur additional net investment on the part of domestic
and foreign producers. Capital investment involves the deliberate allocation of
resources toward activities that augment the future productive capacity of the
economy—for example, the addition of a machine or a factory. Whether the
economy makes sufficient investments to, on net, increase the stock of produc-
tive capital depends on the return to capital, with increasing returns spurring
net capital accumulation.

The connection between immigration and capital accumulation is driven by the
effect of immigration on these returns. To the extent that immigration increases the
nation’s labor supply, each unit of existing capital has more labor to work with. This
increased relative scarcity of capital makes each unit more productive, which in
turn increases the return to capital investment and the incentive to invest in future
productive capacity. The resulting net capital accumulation partially offsets the neg-
ative effects of immigration on native wages and employment by increasing labor
productivity (and, in turn, wages) and by creating new employment opportunities.
The degree of this offset depends on the responsiveness of the capital supply to
changes in return, as well as on the underlying technological relationships govern-
ing production in the economy. Nonetheless, capital accumulation dulls the wage
and employment effects of immigration on natives.

Thus, we began with a simple story in which immigration unambiguously
lowers the wages and reduces the employment of native workers and then fin-
ished with a more nuanced description in which the theoretical predictions are
more ambiguous and varied. In our more complex yet more realistic theoreti-
cal discussion, the potential adverse labor market effects of immigration should
be greatest for those native-born workers who are most similar in their skills 
to immigrants. Workers who are sufficiently different may even benefit from
immigration insofar as immigrants complement such natives in producing
goods and services. In addition, capital accumulation in response to an immi-
grant inflow, in isolation, benefits all workers by making them more produc-
tive. This partially offsets the wage declines for workers who are most similar
to immigrants and accentuates the wage increases for natives with complemen-
tary skills.

Because the theoretical predictions regarding the magnitude and size of the effects
of immigrants on native wages and employment are ambiguous (as is, therefore,
the theoretical prediction regarding poverty), whether immigration increases
or decreases poverty is ultimately an empirical issue. To estimate the contribution of
immigration to poverty through labor market competition with natives, we simulate
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the hypothetical wages that workers of various skill groups would have earned in
the year 2005 if the supply of immigrant labor had been held to 1970 levels. Using a
range of alternative wage estimates, we then simulate what personal income, total
family income, and poverty rates would have been had the immigrant population
been held at 1970 levels.14

Table 5.7 presents lower- and upper-bound estimates of the effects of immigra-
tion on the national wage structure between 1970 and 2005. Each set of estimates
provides the proportional effect of immigration during this time period on the
weekly wages of the native-born by educational attainment and the level of labor
market experience (in years). Note that the range of wage effects in these simula-
tions spans the existing range of estimates in the empirical literature (see, for
example, Borjas 2005; Ottaviano and Peri 2005, 2007).15

The lower-bound estimates assume that immigrants and natives within each skill
group are imperfectly substitutable for one another, and they also assume a fairly
high degree of substitutability between workers at different levels of educational
attainment. Imperfect substitutability between immigrants and natives concentrates
the negative wage effect of immigration on immigrants themselves, while the
greater the degree of substitutability between workers of different levels of educa-
tional attainment, the more evenly the effect of the immigrant supply increases con-
centrated among the least skilled is diffused across all native-born workers. In
conjunction, these two factors lead to estimates of the impact of immigration on
native wages that are relatively modest, with small negative effects for high school
dropouts only and zero to slightly positive effects for all other groups of workers.
The upper-bound results in the second column of table 5.7 assume considerably less
substitutability between workers in different education groups, thus concentrating
the effect of immigration on those groups that are most affected. Not surprisingly,
the predicted negative effects on the wages of high school dropouts increase (in
absolute value), while the positive impacts on the wages of high school graduates
and those with some college increase.

The final wage simulation assumes limited substitutability between workers of
different levels of educational attainment (as in the simulation presented in the
second column of table 5.7), but perfect substitutability between immigrants and
natives within skill groups. This simulation yields the largest adverse wage effects
for high school dropouts: perfect substitutability between similarly skilled immi-
grants and natives transmits a greater share of the supply shock to native work-
ers, while the limited substitutability between workers with different education
levels prohibits the shock from spreading out of the skill groups most affected by
immigration. In all simulations, capital is allowed to accumulate in response to
immigration-induced changes in the return to capital.

With these wage simulations, we are able to calculate hypothetical family income
for households with a native-born household head and alternative poverty rates for
all such households in 2005. The results of this exercise are presented in tables 5.8
and 5.9. In table 5.8, we present actual poverty rates and simulated poverty rates for
those residing in households headed by a native-born person by the race-ethnicity
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TABLE 5.7 / Simulated Proportional Effects of Immigration Between 1970 and 2005 
on Native Weekly Wages by Level of Educational Attainment and 
Potential Years of Work Experience

Assumes
Immigrants and 

Assumes Immigrants and Natives Natives Are
Are Imperfect Substitutes Perfect Substitutes

Years of Experience
Within Skill Group Within Skill Group

of Native Skill Group Lower Bound Upper Bound Upper Bound 2

Less than high school
0 to 4 −0.00 −0.05 −0.07
5 to 9 −0.02 −0.07 −0.09
10 to 14 −0.02 −0.07 −0.09
15 to 19 −0.02 −0.07 −0.09
20 to 24 −0.02 −0.07 −0.09
25 to 29 −0.01 −0.06 −0.08
30 to 34 −0.01 −0.06 −0.08
35 to 40 −0.00 −0.06 −0.07

High school graduate
0 to 4 0.01 0.01 0.01
5 to 9 0.00 0.01 0.00
10 to 14 0.00 0.01 0.00
15 to 19 0.00 0.01 0.00
20 to 24 0.01 0.01 0.01
25 to 29 0.01 0.02 0.01
30 to 34 0.01 0.02 0.01
35 to 40 0.01 0.02 0.01

Some college
0 to 4 0.01 0.02 0.02
5 to 9 0.01 0.02 0.02
10 to 14 0.01 0.02 0.01
15 to 19 0.01 0.02 0.01
20 to 24 0.01 0.02 0.01
25 to 29 0.01 0.02 0.02
30 to 34 0.01 0.02 0.02
35 to 40 0.01 0.02 0.02

College graduate
0 to 4 0.01 0.00 0.00
5 to 9 0.00 0.00 −0.01
10 to 14 0.00 0.00 −0.01
15 to 19 0.00 0.00 −0.01
20 to 24 0.00 0.00 0.00
25 to 29 0.00 0.00 0.00
30 to 34 0.01 0.00 0.00
35 to 40 0.01 0.00 0.00

Sources: Authors’ tabulations based on the Public Use Microdata Samples (PUMS) (U.S. Bureau
of the Census, various years) and the 2005 American Community Survey (ACS) (U.S. Bureau of
the Census 2005).
Note: See text for description of wage simulations.



of the household head and by the level of educational attainment of the household
head. Table 5.9 presents similar comparisons for groups defined by the interaction
between the race-ethnicity of household heads and the heads’ educational attain-
ment. For each of the three wage simulations, we present two sets of hypothetical
poverty rates. The first assumes that higher wages induce an increase in weeks
worked—that is, that labor supply is elastic—thus yielding higher hypothetical
family income (and lower hypothetical poverty rates) for those adversely affected by
competition with immigrants. The second assumes that labor supply is unresponsive
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TABLE 5.8 / Actual Poverty Rates in 2005 Among Persons in Households Headed 
by Natives and Simulated Poverty Rates Holding Immigrant 
Labor Supply to 1970 Levels

Using Lower- Using Upper- Using Upper-
Bound Wage Bound Wage Bound Wage
Effects and Effects and Effects and
Assuming Assuming Assuming

Immigrants Immigrants Immigrants
and Natives and Natives and Natives

Are Imperfect Are Imperfect Are Perfect
Substitutes Substitutes Substitutes

Actual Elastic Inelastic Elastic Inelastic Elastic Inelastic
Poverty Labor Labor Labor Labor Labor Labor

Rate Supply Supply Supply Supply Supply Supply

Race-ethnicity of household head
Non-Hispanics

White 7.9% 7.9% 7.8% 7.8% 7.9% 7.8% 7.8%
Black 26.0 25.8 25.8 25.8 25.7 25.5 25.6
Asian 8.0 8.0 7.9 7.9 7.9 7.8 7.8
Other 19.6 19.5 19.5 19.5 19.5 19.2 19.3

Hispanic 19.3 19.0 19.1 18.7 18.9 18.4 18.8

Educational attainment of household head
Less than 29.1 28.4 28.6 27.6 28.2 27.2 27.9 
high school

High school 14.0 13.9 13.9 13.9 13.9 13.8 13.8
Some college 9.9 9.9 9.9 10.0 9.9 10.0 9.9
College or higher 3.0 2.9 2.9 2.9 2.9 2.9 2.9

Sources: Authors’ tabulations based on the Public Use Microdata Samples (PUMS) (U.S. Bureau
of the Census, various years) and the 2005 American Community Survey (ACS) (U.S. Bureau of
the Census 2005).
Notes: Actual and simulated poverty rates pertain to persons in households where the household
head is native-born. Simulations with elastic labor supply assume a weeks-worked labor sup-
ply elasticity of one. Simulations with inelastic labor supply assume a weeks-worked labor sup-
ply elasticity of zero. See the text for a complete discussion of the calculations of the simulated
poverty rates.
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TABLE 5.9 / Actual Poverty Rates in 2005 Among Persons in Households Headed 
by Natives and Simulated Poverty Rates Holding Immigrant Labor
Supply to 1970 Levels by Race-Ethnicity and Household Head Level 
of Educational Attainment

Using Lower- Using Upper- Using Upper-
Bound Wage Bound Wage Bound Wage
Effects and Effects and Effects and
Assuming Assuming Assuming

Immigrants Immigrants Immigrants
and Natives and Natives and Natives

Are Imperfect Are Imperfect Are Perfect
Substitutes Substitutes Substitutes

Actual Elastic Inelastic Elastic Inelastic Elastic Inelastic
Poverty Labor Labor Labor Labor Labor Labor

Rate Supply Supply Supply Supply Supply Supply

Non-Hispanic white
Less than 21.2% 20.6% 20.8% 20.0% 20.4% 19.8% 20.3%
high school

High school 10.0 9.9 9.9 10.0 9.9 9.9 9.9
Some college 7.6 7.6 7.5 7.7 7.6 7.6 7.5
College or higher 2.5 2.5 2.5 2.5 2.5 2.4 2.4

Non-Hispanic black
Less than 45.3 44.5 44.6 43.4 44.1 43.0 43.8
high school

High school 29.7 29.6 29.5 29.8 29.6 29.5 29.4
Some college 19.9 20.0 19.9 20.3 20.0 20.1 19.9
College or higher 6.2 6.1 6.1 6.0 6.0 6.0 6.0

Non-Hispanic Asian
Less than 25.0 24.8 24.8 24.6 24.8 23.7 24.7
high school

High school 10.9 10.8 10.8 11.0 10.9 10.7 10.7
Some college 8.7 8.7 8.7 8.7 8.7 8.7 8.7
College or higher 4.4 4.4 4.4 4.3 4.3 4.3 4.3

Non-Hispanic other
Less than 41.3 40.3 40.8 39.1 40.1 38.7 39.7
high school

High school 23.4 23.5 23.4 23.7 23.5 23.4 23.4
Some college 16.8 17.0 16.9 17.4 17.0 17.1 16.8
College or higher 5.7 5.7 5.7 5.6 5.6 5.6 5.6



to changes in weekly wages—that is, that supply is inelastic. When the simu-
lated poverty rate is below the actual poverty rate, the simulation suggests that the
2005 poverty rate for the group in question would have been lower had the immi-
grant population been held to 1970 levels.

The simulation results by race-ethnicity suggest that immigration over this time
period had negligible effects on poverty overall. For example, for black households
the simulation using the largest adverse wage effects for high school dropouts sug-
gests that had immigration been held to 1970 levels, the black poverty rate in 2005
would have been 25.5 percent, compared with actual poverty rates for this group of
26 percent. Among households headed by a native-born Hispanic, the lowest hypo-
thetical poverty rate is 18.4 percent, compared to an actual poverty rate of 19.3 per-
cent. By level of educational attainment, we find that the largest potential effects are
on the poverty rates of households headed by someone with less than a high school
diploma. The simulations suggest a hypothetical 2005 poverty rate between 27.2 and
28.6 percent for this group, compared to an actual poverty rate of 29.1 percent. Again,
this is a relatively small impact. For households headed by a native-born person with
a high school diploma or greater (the overwhelming majority of U.S. households),
the effects of immigration on poverty are essentially equal to zero.
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TABLE 5.9 / Continued

Using Lower- Using Upper- Using Upper-
Bound Wage Bound Wage Bound Wage
Effects and Effects and Effects and
Assuming Assuming Assuming

Immigrants Immigrants Immigrants
and Natives and Natives and Natives

Are Imperfect Are Imperfect Are Perfect
Substitutes Substitutes Substitutes

Actual Elastic Inelastic Elastic Inelastic Elastic Inelastic
Poverty Labor Labor Labor Labor Labor Labor

Rate Supply Supply Supply Supply Supply Supply

Hispanic
Less than 36.6% 35.7% 36.0% 34.3% 35.5% 33.5% 35.1%
high school

High school 19.7 19.6 19.6 19.5 19.6 19.2 19.5
Some college 13.2 13.2 13.2 13.4 13.2 13.3 13.2
College or higher 4.6 4.6 4.5 4.5 4.5 4.5 4.5

Source: Author’s tabulations based on the Public Use Microdata Samples (PUMS) (U.S. Bureau
of the Census, various years) and the 2005 American Community Survey (U.S. Bureau of the
Census 2005).
Notes: Actual and simulated poverty rates pertain to persons in households where the household
head is native-born. Simulations with elastic labor supply assume a weeks-worked labor supply
elasticity of one. Simulations with inelastic labor supply assume a weeks-worked labor supply
elasticity of zero. See the text for a complete discussion of the calculations of the simulated
poverty rates.



The poverty simulation results for households defined by both the race and
educational attainment level of the household head (presented in table 5.9) lead to
very similar conclusions. Again, the lowest simulated poverty rates imply only
modest impacts of labor market competition with immigrants on native poverty
rates for households headed by someone with less than a high school diploma,
and there are virtually no effects of such competition for all other groups. Among
the lowest-skilled households, African Americans and Hispanics experience the
largest poverty effects. For example, the lowest simulated poverty rate for black
households headed by someone with less than a high school diploma is 43 per-
cent, 2.3 percentage points lower than the actual poverty rate for this group in
2005 (45.3 percent). The comparable figures for low-skilled Hispanic households
are 33.5 percent and 36.6 percent.

CONCLUSION

In this chapter, we explored three possible connections between international
immigration to the United States between 1970 and 2005 and the nation’s poverty
rate. First, we documented the increased poverty incidence among immigrants
and the connections between the changing national-origin mix of the immigrant
population and immigrant poverty. Second, we estimated how poverty rates
change within immigrant arrival cohorts as time in the United States increases.
Finally, we discussed in detail the avenues through which immigration may have
an impact on the wages of the native-born; we simulated the likely wage effects of
immigration between 1970 and 2005; and we simulated the consequent effects on
native poverty rates.

In the end, it appears that the only substantive contribution of immigration to
the national poverty rate occurs through the compositional effects of recent immi-
grants on the national poverty rate. Recent immigrants from Latin America and
Asia tend to experience high initial poverty rates, which certainly increases the
overall poverty rate relative to what it would otherwise be. This effect, however,
is small. Moreover, through wage growth and selective out-migration, immigrant
poverty declines quickly with time in the United States.

We find much less evidence of an impact of immigration on native poverty
through immigrant-native labor market competition. Despite adverse wage effects
on high school dropouts and relatively small effects on the poverty rates of high
school dropouts, the effects on native poverty rates are negligible. This last result is
largely driven by the fact that even most native-born poor households have at least
one working adult with at least a high school education.

We thank Maria Cancian, Sheldon Danziger, and Cordelia Reimers for their valuable
input into an earlier draft of this chapter.
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