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This issue begins with a condensed version of UW-Madison Chancellor and longtime IRP Affiliate Rebecca Blank’s
Keynote Address at the 2016 IRP Summer Research Workshop. It then summarizes articles that will appear in a
forthcoming double issue of RSF: The Russell Sage Foundation Journal of the Social Sciences focusing on antipoverty
policies for the United States. The two-issue volume will be co-published by the Russell Sage Foundation and the
Robin Hood Foundation.

Chancellor Blank delivered her address, “Making a Difference Over 50 Years,” at IRP’s 26th annual Summer
Research Workshop in June of 2016, which marked IRP’s 50th anniversary. She highlighted key aspects of IRP’s
history and major accomplishments. It was particularly fitting that she delivered this address at the Summer
Research Workshop, which is one of IRP’s most successful and long-standing events. The Workshop provides
a structured opportunity for emerging scholars to participate alongside senior researchers in a multi-day event
featuring presentations of works in progress and research papers related to low-income populations. It is explicitly
designed to promote and encourage poverty-related research and build a community of researchers at all career
stages who are focused on low-income populations, their social and economic opportunities and outcomes, and
social policy.

The subsequent articles in this issue are summaries of a select set of antipoverty policy proposals that are included
in the forthcoming RSF Journal double issue co-edited by Lawrence Berger, Maria Cancian, and Katherine
Magnuson. It highlights innovative and specific antipoverty policy proposals for the United States that are grounded
in sound social science evidence. The proposals range in size, scope, and breadth, as well as target populations
and approaches to poverty reduction. However, each seeks to move antipoverty efforts into new territory. The
proposals selected for inclusion here are linked by their focus on cash or near cash social welfare programs and
policies, including tax transfers and minimum wage policy. As the editors point out in their introduction to the
journal issue, although much of the current political debate is directed at shrinking or eliminating social welfare
programs, exploring new approaches and potential policy innovations for reducing poverty continues to be
important.
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Making a difference over 50 years

Rebecca M. Blank

Rebecca M. Blank is Chancellor at the University of
Wisconsin-Madison and an IRP Affiliate. This article is
adapted from remarks she delivered at the 2016 IRP Summer
Research Workshop.

In this essay I reflect on the accomplishments of the
Institute for Research on Poverty, known as IRP, in the last
half-century. This is personal for me. I have been an IRP
Affiliate for many years and IRP played an important part
in my intellectual training. But before reviewing how IRP
has transformed our understanding of poverty and informed
development of antipoverty programs and policies, I would
like to share a few words about how we got here.

Development of IRP

There are three University of Wisconsin—Madison faculty
members who were leaders in three successive generations,
and whose work made Wisconsin the obvious place for IRP
to grow and flourish in the past 50 years. The Institute for
Research on Poverty is a monument to all three of them.
The first was Professor Richard Ely, whose pioneering
work helped to establish this campus as the country’s
premier center for social science research at the turn of the
20th century. Ely and a group of economists here at the
University of Wisconsin—Madison composed the so-called
“Wisconsin School.” The Wisconsin School emphasized the
responsibility of the emerging new field of social science and
social science research to inform government policy and to
improve people’s lives. That commitment of the University
to outreach and public service is what came to be called the
Wisconsin Idea, and it continues to be central to the mission
of the University of Wisconsin.

Ely and John Commons worked with state lawmakers
to develop the nation’s first worker’s compensation and
unemployment compensation programs, and the first state
income tax system; they also provided important advocacy
for child labor laws. Their innovations in Wisconsin became
national models for government’s role in the workplace.
They also trained a second generation of Wisconsin School
advocates who continued and expanded on their work.

The man who became a leader of that second generation was
Edwin Witte, who was deeply influenced by the Wisconsin
School and particularly by Commons, whom Richard Ely
recruited to the faculty. Edwin Witte had just joined the
faculty here when he was called to Washington, D.C., in the
wake of the Great Depression to head the federal Committee
on Economic Security. President Franklin Roosevelt gave
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him six months to design a national unemployment and
pension program. Witte quickly recruited two Wisconsin
colleagues, and together they drafted and helped shepherd
through Congress the Social Security Act of 1935, the most
dramatic expansion of the federal safety net in America’s
history.

Witte is best remembered as the “Father of Social Security,”
but he consulted on many other transformative pieces of
legislation, including the National Labor Relations Act.
He profoundly influenced the emergence of social science
research on social policy problems through the 56 Ph.D.
students he advised during his tenure on the University of
Wisconsin—Madison campus.

This leads us to the third generation, which included Robert
Lampman, who is credited as the “intellectual architect of
the War on Poverty.” Lampman worked on the Council of
Economic Advisers under Presidents Kennedy and Johnson.
As those administrations focused on problems of poverty,
he argued that ending poverty would require more than just
a healthy, growing economy and that specific programs
were needed, aimed at assisting poor families. His writings
were central to the launch of President Johnson’s War on
Poverty. Lampman was in a position to advocate for funding
for a poverty research center at the very moment when the
administration wanted to assure that there was evidence
demonstrating the impact of the War on Poverty.

The University of Wisconsin’s long tradition of applied
social policy research made this campus a natural choice for
a poverty research center, but the University was initially
reluctant; some of the faculty viewed this work as not
sufficiently academic, and they worried that analysis of
government programs would take them away from their more
serious research work. These concerns meant the University
drove a hard bargain. The agreement the University of
Wisconsin signed with the federal government in 1966
specified that the research center would have full control
over grant funds, research topics, and the information to be
published. This was also a very “Wisconsin” agreement—it
specified that the research center, which was to be known
as the Institute for Research on Poverty, would emphasize
collaboration across many social science disciplines, and
promote the sharing of knowledge and discoveries with the
policy world; in short, that IRP would reflect the Wisconsin
Idea.

Over the years, the Institute has tackled critical descriptive
and analytical questions such as:

*  Who are the poor and what are their characteristics?

*  How do we appropriately measure poverty?



*  How do safety net programs interact with labor market
involvement?

*  How does family structure affect poverty?
* Do job training efforts work to reduce poverty?

*  Whatare the factors driving persistentincome differences
among minority groups such as African Americans,
Hispanics, Native Americans, or immigrants?

*  How should child support systems function?

e What are the connections between income and health?

The early tension over whether IRP would be a center of
basic academic research or a center for policy analysis
was resolved over time with the clear answer: It would do
both. Over the years, IRP has supported both fundamental
scholarship and policy-relevant research that has often
garnered immediate attention in Washington, D.C.

What has IRP accomplished?

As we look back 50 years, there have been a lot of research
papers, edited volumes, and conferences sponsored by IRP.
But what is the net effect of all this work? Let me suggest
three contributions of IRP.

First, IRP has created a cadre of researchers concerned
with poverty and social policy who are spread across the
country and around the globe. Some of them were trained
here at the University of Wisconsin. You find graduates of
the University of Wisconsin—-Madison everywhere around
Washington, D.C., and in academic departments, working
on issues of social policy and poverty. But IRP has not only
helped students here on campus; it has nourished researchers
with poverty-related interests from across the country. I am
not a graduate of the University of Wisconsin—Madison, but
as I mentioned earlier, I have been a part of IRP and their
projects and conferences and workshops.

Crucially, IRP continued to support and encourage this work
even as the various social sciences went through different
fads. There were many years, for instance, in my field of
economics, where doing applied microanalysis on social
policy was not cool. This was, unfortunately, about the time
I came out of graduate school. The network of IRP-related
scholars who persisted in this work gave support to junior
scholars who were not always encouraged by others in their
field. I would say similar things about the reduced interest
in empirical social policy analysis within sociology in
recent decades, as interest in theory and cultural sociology
has flourished instead. IRP has encouraged, trained, and
mentored scholars in poverty and that has been important to
many of us.

Second, IRP has helped make poverty and social policy
research truly interdisciplinary. The three names I mentioned
at the beginning of this article were all economists—Ely,
Witte, and Lampman. And economists dominated the
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research discussion in the early years. But IRP insisted that
the analysis of poverty was necessarily a multidisciplinary
enterprise. The Institute was an early experiment in
interdisciplinary research. From its first days, IRP brought
together economists, sociologists, political scientists,
social workers, legal experts, psychologists, educators,
anthropologists, geographers, and—this was a novel idea at
the time—persons with strong skills in the emerging fields
of econometrics, data analysis, and computer programing.
I might note that those technical experts quickly became
indispensable. Their work with the new data coming out of
the Census Bureau or the Panel Study on Income Dynamics
or the income maintenance experiments of the 1970s enabled
them to extract information and study problems in new ways.

IRP made sure that the study of poverty was central to the
social sciences, broadly defined, not just to one or two fields.
The work on child support, on single mothers, on behavioral
health issues all drew in researchers from multiple fields.
Being at Wisconsin helped make this happen. Wisconsin’s
long tradition of interdisciplinary research centers helped
support and encourage IRP’s interdisciplinary efforts. And
the strength of the social sciences at Wisconsin helped, with
strong faculty researchers not just in core departments like
sociology, economics, or political science, but spread across
the university in departments such as Rural Sociology, the La
Follette School of Public Affairs, Geography, Social Work,
and Public Health.

Third, IRP has always maintained a strong link with the
policy world, which has strengthened its poverty research
in two ways. On the one hand, constant interaction with the
policy community in the states, in the federal government, or
in Washington, D.C., think tanks, has enriched the research
agenda on poverty, opening up interesting questions that
might not be obvious without these interactions. On the
other hand, this link has meant that research findings and
ideas are often rapidly translated into the policy community.
The policy community reads IRP working papers and reads
Focus. To be honest, at least for me, this always made
working in this field much more interesting. I knew there was
an audience who cared beyond my fellow academics.

The list of policies on which IRP researchers have had
a direct effect is long. It includes such topics as welfare
reform, job programs, the Earned Income Tax Credit and
other tax provisions, child support enforcement, marriage
policy programs, Food Stamps (or the Supplemental
Nutrition Assistance Program, SNAP, as we now know it),
and Medicaid rules. The University of Wisconsin may no
longer be home to an identifiable Wisconsin School, as led
by Ely, Commons, and Witte, but IRP continues the tradition.

At the end of the day, when I look back on the 50-year
history of IRP, I see at least three major lessons for how you
build a center to have long-term impacts.

e Collecting talent matters. The list of IRP Affiliates and
persons who have attended IRP conferences and events



over the years is a who’s who in poverty research. It is a
changing list, and IRP has done a good job—particularly
through their Summer Research Workshops—in
constantly reaching out to younger researchers and
renewing those contacts.

» Interdisciplinarity matters. The more perspectives
around the table, the more interesting the questions that
get asked.

*  Staying power matters. There have been other poverty
research centers that have come and gone over this time
period. None of them have had the impact of IRP.

There is always some cognitive dissonance when doing
research on a key social issue like poverty. Critics will
inevitably say, “Well, why don’t you actually do something
about it, rather than just study it?” I strongly believe that
those who want to “do something about it” will be better
able to act if they understand the nature of poverty and the
barriers facing the poor. I believe deeply in the power of
social science research to tell us something useful that—at
least occasionally—can be used to make policy just a little
better.

All of that said, it has been hard to watch poverty and
economic need grow following the Great Recession. It
has been hard to look at the data on mothers and children
living below half the poverty line. It has been hard to see
Aid to Families with Dependent Children (AFDC), and
its replacement Temporary Assistance for Needy Families
(TANF), shrink to a nonexistent program so that a cash
safety net for most poor families simply does not exist
anymore in this country. It has been hard to see the growing
number of folks above poverty but no longer in the middle
class, with growing problems of long-term unemployment
among older men and drug addiction among younger men.
It has been hard to realize that there remain far too many
children born into very poor and struggling families. It has
been hard to see the continuing struggle among too many
persons of color and among new immigrants to find their
place in American society.

We have to ask: Were we as researchers in any way complicit
in these outcomes? Did we not pay attention to the right
things? Did we not ask the right questions or put up warnings
as soon as we might have for some problems? These are
questions we must ask. I believe that many of these changes
are the result of the interaction between a deep recession,
followed by a very slow-growth economy, and a particularly
partisan and vitriolic public political environment that makes
arguing for any program that spends new money almost
impossible—however much some groups need and deserve
a bit of help. We were not alone in failing to fully predict
these changes.

That said, we need to launch the next data collection project
and the next set of studies looking at these problems,
describing how they have come about, and testing various
pilot programs that might make things better. If IRP does not

lead on this, then we will be complicit in letting things get
worse without trying to bring attention and understanding to
what is happening. I am a social scientist and I believe deeply
in the value of research not just to the academic community’s
understanding of a particular phenomenon, but to the public
and policy debate. For 50 years, IRP has made it possible for
social scientists to do that research.

IRP has transformed how we understand poverty, and has
played an extraordinarily important role over 50 years
in shaping programs designed to address poverty. It has
mentored generations of scholars dedicated not only to
research, but to sharing their knowledge to help alleviate
suffering and change lives. That is a legacy of which we
should all be proud. m
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Antipoverty policy initiatives for the United States

A forthcoming RSF Journal double issue includes a variety of innovative evidence-based antipoverty proposals. The following
articles summarize six of these proposals, linked by their focus on cash or “near cash” social welfare programs and policies.

A universal child allowance

H. Luke Shaefer, Sophie Collyer, Greg Duncan, Kathryn
Edin, Irwin Garfinkel, David Harris, Timothy Smeeding,
Jane Waldfogel, Christopher Wimer, and Hirokazu
Yoshikawa

H. Luke Shaefer is Associate Professor of Social Work
and Public Policy and Director of Poverty Solutions at the
University of Michigan and an IRP Affiliate; Sophie Collyer
is Research Analyst at the Center on Poverty and Social
Policy at the Columbia University School of Social Work;
Greg Duncan is Distinguished Professor in the School
of Education at University of California, Irvine, and an
IRP Affiliate; Kathryn Edin is Bloomberg Distinguished
Professor at the Zanvyl Krieger School and Bloomberg
School of Public Health at Johns Hopkins University and
an IRP Affiliate; Irwin Garfinkel is the Mitchell 1. Ginsberg
Professor of Contemporary Urban Problems and Interim
Dean of the Columbia University School of Social Work
and an IRP Affiliate; David Harris is President of Children’s
Research and Education Institute and an Associate of the
Columbia Population Research Center; Timothy Smeeding is
the Lee Rainwater Distinguished Professor of Public Affairs
and Economics at the University of Wisconsin—Madison and
an IRP Affiliate; Jane Waldfogel is the Compton Foundation
Centennial Professor for the Prevention of Children’s and
Youth Problems at Columbia University School of Social
Work and an IRP Affiliate; Christopher Wimer is Research
Scientist and Co-Director of the Center on Poverty and Social
Policy at the Columbia University School of Social Work
and an IRP Affiliate; Hirokazu Yoshikawa is the Courtney
Sale Ross Professor of Globalization and Education and a
University Professor at New York University.

In order to reduce the high rate of child poverty in the United
States and eliminate extreme poverty (cash income of $2 per
person, per day), we, a group of 10 poverty scholars, propose
replacing the Child Tax Credit and the child tax exemption
with a universal monthly child allowance of $250. This amount
could be higher for young children, and could be lowered for
additional children. This allowance would go a long way
in meeting the basic needs of children, and distribution of
payments on a monthly rather than annual basis would help
reduce income instability among low-income families.

Child poverty in the United States

Approximately one in five children in the United States
lives in poverty.' This is despite the fact that public supports
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for low-income families, including the Earned Income
Tax Credit (EITC), the Child Tax Credit (CTC), and the
Supplemental Nutrition Assistance Program (SNAP), have
been greatly expanded in recent decades, lifting many
families out of poverty. Still, many benefits available
to families with children go to those that are not poor.
Specifically, the $1,000 per child annual CTC and the $4,000
per child annual tax exemption, available to those who file
(and owe) taxes, primarily go to families with incomes well
above the poverty line. In addition, children without a parent
in the workforce do not benefit from work-based income
supports, such as the EITC. This is illustrated through a
comparison of poverty rates in the United States to other
countries in the Organization for Economic Cooperation
and Development (OECD). Before taxes and government
transfers are considered, there is little difference in poverty
rates. However, as shown in Figure 1, once all available
income supports in a given country are included, the United
States has a higher child income-poverty rate than most other
countries, and a higher overall poverty rate than all but two
countries. One of the reasons for this difference is that many
other OECD countries provide some type of universal child
allowance, available to all families with children regardless
of their income and whether or not their parents work.

Policy principles to support families with
children

In order to provide better support to children, we propose
replacing the CTC and child tax exemption with a universal
monthly child allowance, based on the following five core
principles.

1. The child allowance should be universal. While the U.S.
federal income tax system currently provides benefits
to families with children, through the CTC and the
child tax exemption, those with incomes low enough
that they do not owe taxes do not receive this income
support. Our proposed child allowance would replace the
current system with a more generous amount that would
be paid monthly, and would be provided to all families
with children. Because the payment amount would not
vary by income level, there would be no disincentive
for working more or at higher wages as might occur
with other work-based income supports such as the
EITC, which begins to phase out as income rises above a
particular amount. Universality would also avoid stigma
that may be associated with benefits that are available
only to low-income families, and would avoid the costly
administrative system needed to assess eligibility.
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Greek Cypriot people on the island. Turkey recognizes the Turkish Republic of Northern Cyprus (TRNC). Until a lasting and equitable solution is found within
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9European Union Member States of the OECD and the European Commission: The Republic of Cyprus is recognized by all members of the United Nations with
the exception of Turkey. The information in this document relates to the area under the effective control of the Government of the Republic of Cyprus.

Copyright ©2017 Russell Sage Foundation; used with permission.

2. The allowance should be accessible and frequent enough 4. Payments could be higher for younger children. There is

to provide consistent income through the year. Income
instability is a problem for families whose income
may vary widely through the year. Receiving monthly
payments would provide families with a stable and
consistent income source.

. The amount of the allowance should be sufficient to meet
the basic needs of children. As Bitler, Hines, and Page
note in their article in this issue, research shows that an
income increase of $1,000 or more annually can have
a significant positive effect on child well-being.? While
more research is needed to identify the ideal amount for
an allowance, we are proposing $250 monthly per child,
which is within the range of benefit levels in OECD
countries with such an allowance.

evidence that young children in particular may benefit from
additional income.® Expenditures also tend to be higher for
young children because of childcare, which is significantly
more expensive for infants and toddlers. Finally, children
under age 6 are more likely to be living in poverty than
are older children. We propose that the monthly allowance
for children under age 6 could be $50 higher, or $300, as
reflected in our second and third models.

. Payments could be lower for additional children.

Although it is common practice in studies of family well-
being to account for economies of scale for additional
children, there is little agreement on exactly how such
an adjustment should be made.* We incorporate an
adjustment for additional children in our third model,
with the details to be determined by policymakers.’



Three models for a universal child allowance

Exhibit 1 shows three alternatives for a child allowance
based on these five principles. First, the simple model,
based on principles one through three, would provide a $250
monthly payment per child. The second model, based on
principles one through four, would provide an additional $50
monthly for children under age 6. Finally, the third model,
based on all five principles, would both provide an additional
$50 for younger children, and reduce payment amounts for
more children in the household.

Estimated effects of a child allowance on
poverty

In order to estimate the effects of the three models of a
universal child allowance on child poverty rates, we used
data from the Current Population Survey to look at: (1) child
poverty rates—the proportion of children in households with
income under 100 percent of the poverty threshold; (2) child
deep poverty rates—the proportion of children in households
with income under 50 percent of the poverty threshold; and
(3) child extreme poverty rates—the proportion of children
in households with annual cash income of less than $2.00 per
day per person.6

Figure 2 shows the results of these analyses. The group of
columns on the left side of the figure show poverty rates
based on post-tax and transfer income using 2014 poverty
thresholds from the U.S. Census Bureau’s Supplemental
Poverty Measure; the remaining sets of bars show poverty
rates under each of three models described above. We find
that under the simple model of $250 per month per child,
child poverty would drop by about 40 percent, deep poverty
would be cut almost in half, and extreme poverty would
be effectively eliminated. The reductions in poverty and
deep poverty would be slightly larger with larger payments
for younger children, and slightly smaller with both larger
payments for younger children and smaller payments
for additional children. Extreme poverty would still be
effectively eliminated with any of the three models.

Exhibit 1
Universal child allowance models

Model 1:
Monthly payments of $250 per month for each child
under age 18.

Model 2:
Monthly payments of $300 per month for each child
under age 6, and $250 per month for each child
ages 6 through 17.

Model 3:

Monthly payments of $300 per month for each child
under age 6, and $250 per month for each child ages
6 through 17, with a reduction in these levels for
additional children in the household.

20%

mPoverty
16.1% @ Deep Poverty

15% O Extreme Poverty
b

1.1%

10% A

Poverty Rate

5% A

0% -

Child Poverty Rates Model 1: Model 2: Model 3:
(2014) $250/Month Higher Payment for Higher Payment for
Younger Children Younger Children,

Lower Payment for
Additional Children

Hypothetical Child Poverty Rates
Figure 2. Effects of a Universal Child Allowance on Child Poverty
Rates, 2014.

Source: Authors’ calculations from the 2015 Current Population Survey
Annual Social and Economic Supplement.

Notes: Poverty rates reflect 2014 post-tax and transfer income, and use
thresholds from the U.S. Census Bureau’s Supplemental Poverty Measure.

Copyright ©2017 Russell Sage Foundation; used with permission.

Cost considerations

We propose replacing the Child Tax Credit, Additional Child
Tax Credit, and child tax exemption with this universal
child allowance. In 2015, the total annual cost of these three
existing tax benefits was $97 billion. We estimate that the
additional annual cost of a universal child allowance (over
and above the $97 billion) would be $93 billion for the
simple model, $105 billion for the second model, which
provides higher payments for younger children, and $66
billion for the third model, which provides both larger
payments for younger children and smaller payments for
additional children. One way of paying for these added
costs would be to increase income tax rates. For example,
higher-income taxpayers could pay a higher tax rate on the
child allowance, similar to how the current CTC and child
tax exemption are phased out for those with higher earnings.

Our proposal costs more than that proposed by Bitler, Hines,
and Page in their article, as we suggest a higher benefit level,
and do not use funds currently allocated for the child-related
parts of the EITC in order to maintain work incentives. We
calculate that a monthly child allowance could be entirely
funded using the $97 billion currently spent on existing
child tax credits and exemptions if the monthly amount
was dropped to $125 per child. However, because research
suggests that this payment level would not be sufficient to
cover children’s basic needs, and because some middle-
income families would see their total income fall, we prefer
to propose a $250 monthly payment per child, and consider
ways to pay the added cost.l

'T. Smeeding and C. Thévenot, “Addressing Child Poverty: How Does the
United States Compare with Other Nations?” Academic Pediatrics 16, No.
3 Supplement (2016): S67-S75.



“See, for example G. B. Dahl and L. Lochner, “The Impact of Family
Income on Child Achievement: Evidence from the Earned Income Tax
Credit,” American Economic Review 102, No. 5 (2012): 1927-1956.

3G. J. Duncan, P. A. Morris, and C. Rodrigues, “Does Money Really Matter?
Estimating Impacts of Family Income on Young Children’s Achievement
with Data from Random-Assignment Experiments,” Developmental
Psychology 47, No. 5 (2011): 1263-1279.

4G. Anyaegbu, “Using the OECD equivalence scale in taxes and benefits
analysis,” Economic & Labour Market Review 4, No. 1 (2010): 49-54.

For the purposes of our estimates, we chose an adjustment in the
middle of the range proposed by the National Research Council in its
recommendations for a new poverty measure (National Research Council.
1995. Measuring Poverty: A New Approach. Citro CF, Michael R, Eds.
Panel on Poverty and Family Assistance: Concepts, Information Needs, and
Measurement Methods. Committee on National Statistics, Commission on
Behavioral and Social Sciences and Education. National Academy Press.)
Our adjustment effectively assumes that the income required for two
children is 1.62 times the need for one child, and that three children require
2.2 times the need for one.

SFor poverty and deep poverty estimates, we use the Supplemental Poverty
Measure thresholds.
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Cash for kids

Marianne P. Bitler, Annie L. Hines, and Marianne Page

Marianne P. Bitler is Professor of Economics, Annie L.
Hines is a doctoral student, and Marianne Page is Professor
of Economics, at University of California, Davis.

Children who grow up in poverty are much more likely than
their more-advantaged peers to be poor as adults.! Poverty
in childhood is also correlated with physical and mental
health problems, lower test scores, and diminished social and
emotional well-being, all of which strongly predict income
in later life.? In addition, there is evidence that the chances
of poor children overcoming disadvantage in adulthood
are shrinking over time.> Recent evidence has shown that
programs such as the Earned Income Tax Credit (EITC) that
provide cash to poor families can produce positive effects
for children in both childhood and later life. However,
some poor families with children do not receive the EITC
or other income supports available through the tax system
because their parents do not work, or work but do not file
taxes. We propose supplementing or replacing the current
complex and hard to access system of income supports with
an annual universal child benefit of $2,000 per child. This
reform would be simpler and more equitable than the current
system, and could be implemented without any additional
funding by redistributing current spending.

Evidence that cash and near-cash assistance
improve children’s outcomes

While there is clear evidence that childhood poverty is
associated with poor outcomes in later life, until fairly
recently there has been little evidence that poverty itself,
rather than other family characteristics, is a causal factor
in these outcomes. Research over the past decade has led
to a stronger consensus that money does matter, and that
increasing the income of poor families can indeed improve
children’s outcomes.

One set of studies looked at the effects of sudden income
decreases as a result of firm closures and mass layoffs.
Job loss of this type is unlikely to be related to parental
characteristics that affect children’s outcomes, so differences
between similar families that did and did not experience such
an income loss are likely due to the income change rather
than other factors. These studies have found that children
in affected families have worse health at birth and in early
childhood, and lower academic achievement. For example,
newborns in families that experienced this precipitous
income drop had birth weights that were about 4.5 percent
lower than comparable families that did not experience a job
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displacement.* Children in these families were also about 15
percent more likely to be held back a grade, and were less
likely to enroll in postsecondary education.’

Another set of studies looks at the effects of an income
increase as a result of EITC expansions in the 1990s. Since
these expansions occurred at different times in different
states, it is possible to compare children from similar families
who received different EITC benefits because of when and
where they were living. These studies found that increased
income from the EITC was associated with improved health
and higher test scores. For example, a $1,000 increase in
EITC income was found to reduce the probability of low
birth weight by 2 to 3 percent, and to raise math and reading
test scores by 6 percent of a standard deviation.®

Finally, there is a group of studies that make use of geographic
variation in the timing of the initial implementation of the
Food Stamp Program (now known as the Supplemental
Nutrition Assistance Program, or SNAP) in the 1960s and
1970s. Again, this variation makes it possible to compare
families that are similar except in their access to this “near-
cash” assistance. These studies found that exposure to the
Food Stamp Program resulted in better health in early and
later life. One study looking at long-term outcomes also
found that girls whose families received these benefits
when they were age 5 had higher rates of self-sufficiency
as adults.” A study using more recent variation in the SNAP
program as a result of changes to the eligibility rules for legal
immigrant adults found that increased access to the program
when children were age 5 and under led to better reported
health in the following decade.?

Collectively, these studies make a strong case that cash and
near-cash assistance improves outcomes for children both in
childhood and in adulthood.

The current U.S. safety net for poor children

While it is encouraging to know that outcomes for poor
children can be improved by additional income, the fact
remains that there are many poor families with children who
do not receive the supports that are available under the current
safety net system. Figure 1 shows household participation in
three major safety net programs, Temporary Assistance for
Needy Families (TANF), the EITC, and SNAP, by the ratio
of private income to poverty thresholds. Only families at the
very bottom of this distribution (the left side of the figure)
are eligible to receive TANF cash benefits, and only very few
of these families get this assistance. For example, fewer than
15 percent of households with income at 50 percent of the
poverty line participate in TANF. SNAP participation rates
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Figure 1. Household-level program participation by ratio of private
income to poverty, 2009.

Source: M. Bitler and H. Hoynes, “The More Things Change, the More
They Stay the Same? The Safety Net and Poverty in the Great Recession,”
Journal of Labor Economics 34, No. S1 (2016): S403-S444.

Notes: Estimates are based on the 2010 March Current Population Survey,
using a sample of non-elderly headed households. Private income includes
all earnings and unearned private income but excludes all government
transfers and net taxes. Participation estimates are based on local linear
regressions where an indicator for household participation is regressed on
the ratio of private income to poverty. The figure shows participation for
the 2010 survey year, with income reported for 2009.

Copyright © 2017 Russell Sage Foundation; used with permission.

are higher and extend further into the income-to-poverty
distribution, but still do not exceed 60 percent among even
the poorest households. Finally, the EITC has relatively high
participation rates, and reaches furthest into the income-to-
poverty distribution, with many households at or above 200
percent of the poverty line receiving this credit. However,
since this program is tied to work, it is largely not accessed
by those at the very bottom of the income distribution.

There are several reasons why these cash and near-cash
assistance programs, while demonstrably helpful to children
in families that receive them, miss a substantial number
of poor children, particularly those from families in deep
poverty. Prior to the welfare reform act of 1996, cash
assistance from the Aid to Families with Dependent Children
(AFDC) program was available to many poor families.
However, TANF, the program that replaced AFDC, currently
provides cash assistance to very few families. SNAP, which
provides an average monthly benefit of about $125 per
person is the main source of near-cash assistance to poor
families without a disabled parent who do not receive the
EITC. However, again, some eligible families do not receive
SNAP, perhaps because of the stigma of participating in a
means-tested program, the bureaucratic hassle of applying
for the program, or lack of information about eligibility.’
Finally, because the EITC is tied to employment, parents
who are unable or unwilling to work will not receive this
benefit. The EITC also requires that parents file a tax return;
prior research has found that over 15 percent of those who
are eligible for the EITC, and two-thirds of those who
are eligible but do not participate, do not file taxes.'” This
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relatively low level of EITC take-up could be due to lack
of information about the program, or to an unwillingness to
tackle the complicated and confusing task of filing taxes.!!

A simpler and more equitable plan

Our proposal is to provide all children under the age of 18
with a lump-sum benefit of $2,000 per child, per year. Our
paper focuses on citizen children for ease of administration.
A lump sum transfer could be accomplished while
maintaining revenue-neutrality by repurposing child-related
income supports currently provided through the tax system.
Other existing safety net programs such as SNAP would not
be changed. This benefit would not be taxable, and would
not be counted as income for the purpose of determining
eligibility for other means-tested benefits. Because it would
be universally available, it would carry no stigma. The benefit
would be distributed monthly to provide income stability,
and would not require a tax return to be filed. The program
would be much simpler than the current complicated system
of tax credits and deductions, both from the perspective of
administrators and of the families receiving the benefit.

This program could be funded without increasing government
expenditures by repurposing funding currently used for the
Child Tax Credit (which is non-refundable and thus is only
available to those who owe taxes); the Additional Child Tax
Credit (which is partially refundable); the child dependent
exemption (which is available only to those who file taxes);
and the child-related parts of the EITC (leaving in place the
adult-related parts of the EITC).!?

The replacement of these various credits and exemptions
with a single lump-sum per-child benefit would have the
effect of redistributing payments as illustrated in Figure 2.
Repurposing funds from the EITC, the Child Tax Credit,
and child exemptions would increase support to children in
families at the lowest end of the income distribution, while
reducing support for many families who are between 100 and
200 percent of the poverty line. One important issue to keep
in mind when considering who will lose and who will gain
under this proposal is that there is a considerable amount of
“churning” in the use of the EITC as low-income families’
incomes rise and fall from one year to the next. Thus, families
who would experience an income loss because of a reduction
in their EITC amount would likely only experience that loss
in some years, and could experience a gain in other years.

Recent evidence suggests that providing poor families with
an income supplement of as little as $1,000 per year can
provide tangible benefits to poor children. While the current
safety net does provide such support to the families of
some poor children, others miss out. In particular, support
for children of poor, non-working parents is extremely
limited. The complexity of the current system of tax credits
and exemptions means that even some poor families with
working parents do not receive all the support for which
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they are eligible. We propose that the current complex
patchwork of supports provided through the tax system be
supplemented or replaced by a simpler and more equitable
universal $2,000 annual benefit for each child. This proposal
has the additional advantage of separating the sometimes
conflicting goals of encouraging work and supporting poor
children.m
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As the National Poverty Research Center supported by the U.S. Department of Health and
Human Services, Office of the Assistant Secretary for Planning and Evaluation, IRP offers
competitive research funding, training, and mentoring opportunities. Open competitions

are briefly described and linked below (or see https://www.irp.wisc.edu).

Extramural Small Grants on Research to Inform Child Support Policies and Programs

About half of all American children will spend at least part of their childhood living in a single-parent, most
frequently single-mother, family. Single-parent families with minor children are particularly economically
vulnerable. The child support enforcement program plays a critical role in facilitating private income transfers
from noncustodial parents to their nonresident children.

To generate potential policy and/or programmatic implications for the child support enforcement program
at the federal, state, or local level, the 2018 to 2019 extramural research funding program supports related
research.

IRP anticipates funding four to eight projects, with total funding (including direct and indirect costs) ranging
from $10,000 to $25,000 each. The award period is from March 1, 2018, to February 28, 2019. Applications
are due January 5, 2018. https://www.irp.wisc.edu/initiatives/emergingscholars.htm

Summer Dissertation Proposal Workshop

The Summer Dissertation Proposal Workshop offers intensive training designed to address the achievement
gap in advanced degrees in the social sciences by providing competitively selected students from
underrepresented populations with the skills, knowledge, and resources needed to prepare a dissertation
proposal.

Pre-dissertation proposal doctoral students from underrepresented racial or ethnic populations (Black,
Hispanic, Native American) studying at U.S. universities are invited to apply for the second annual Summer
Dissertation Proposal Workshop, to be held at Howard University, Washington, D.C., May 20-26, 2018.
Applications are due January 31, 2018. https://www.irp.wisc.edu/newsevents/workshops/sdpw.htm

Teaching Poverty 101 Workshop

Teaching Poverty 101 is a week-long workshop that offers strategies and resources for instructors developing
college-level courses and lessons on poverty and inequality. The workshop brings together college faculty
and instructors from across the United States to the University of Wisconsin-Madison campus for several
days of intensive, collaborative work during which they will share their own teaching expertise and develop
a model course syllabus.

College faculty and instructors in any postsecondary institution—university, college, or community college—
are invited to apply for the 2018 Teaching Poverty 101 Workshop, to be held at UW-Madison June
12-15, 2018. Applications are due February 15, 2018. https://www.irp.wisc.edu/newsevents/workshops/
teachingpoverty101.htm

Scholar-in-Residence Program for Underrepresented Groups

The Scholar-in-Residence Program for Underrepresented Groups aims to enhance the research interests
and resources available to poverty scholars from underrepresented populations, foster interaction among a
diverse set of scholars, and broaden the corps of poverty researchers.

U.S.-based scholars from underrepresented racial and ethnic populations are invited to apply for a one-week
visit at the U.S. Collaborative of Poverty Centers institution of their choice during the 2018-2019 academic
year. Ph.D.-holding scholars at all career levels are eligible. Applications are due February 28, 2018. https://
www.irp.wisc.edu/initiatives/vscholars.htm
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While the Social Security program has greatly reduced
poverty rates among those over age 65, there are still a
substantial number of older Americans living in poverty.
Those who are single, female, or African American are more
likely to be poor in old age. We propose a targeted benefit to
provide a minimally adequate income to the elderly, to be
administered through the Social Security system. This plan
would substantially reduce poverty among older adults at a
relatively modest cost to the federal government.

Poverty among older adults

Social Security has reduced elderly cash income poverty
rates from just under 40 percent in the late 1950s to around
9 percent in 2016." Still, that leaves nearly one in ten older
adults living in poverty. In addition, particular subgroups
face substantially higher poverty rates. For example, single
older adults are three times as likely to be poor as married
older adults.> Older women are almost twice as likely to be
poor as older men, and black older adults have triple the
poverty rate of white older adults. Those who fall in all three
disadvantaged groups, single black older women, have a
poverty rate of almost 30 percent.

Current Social Security program

There are currently two ways that older adults can qualify
for Social Security benefits: as retired workers, or as spouses
of retired workers. To qualify for retired worker benefits, or
Old Age Social Insurance, individuals must have achieved
a minimum level of quarterly earnings over a total of 40
quarters, or 10 years. To be eligible for spousal benefits,
an individual must be of retirement age (which is currently
undergoing a gradual increase from 65 to 67) and have
been married for at least 10 years to a qualifying worker.
The amount of the spousal benefit is half of their current
or former partner’s retired worker benefit. If an individual
meets the criteria for spousal benefits but their partner is
deceased, their survivor benefit is the entire amount of their
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late partner’s retired worker benefit. While an individual
who is eligible for a spousal or survivor benefit may also
be eligible for a retired worker benefit based on their own
earnings, they will only receive one benefit, whichever is
larger.

The great majority of people receiving spousal or survivor
benefits are women. While a larger number of women qualify
for retired worker benefits in their own right now than in the
past, many of these women instead receive spousal or widow
benefits because their earnings are much lower than their
husbands’ earnings; thus, the benefit payment based on their
spouse’s earnings is higher than that based on their own. In
fact, the proportion of women receiving benefits based on
their husband’s earnings is the same as it was over 50 years
ago, about two-thirds.’

Women’s earnings are lower than men’s because they are
less likely to be employed, less likely to work full time, and
earn less when they are employed. While the spousal and
survivor benefits do offset lower lifetime earnings for many
women, they do so only for those who marry, and who stay
married for at least 10 years. Black women and poor women
have been less likely to benefit from spousal or survivor
benefits, and changes in marriage trends are exacerbating
these differences. Among women born in the 1960s, around
80 percent of white and Hispanic women will qualify for
spousal or widow benefits when they reach retirement age,
compared to only 50 percent of black women.

Retired worker benefits are calculated as a proportion of
past earnings, and that proportion declines as earnings
rise, helping to narrow the gap between lower and higher
earnings. However, the existence of spousal and survivor
benefits dilutes the extent to which lower-income workers
benefit from proportionally larger payments. For example, a
widow whose husband earned an average of $60,000 per year
would receive a $1,200 monthly survivor benefit. In contrast,
a widow who earned an average of $30,000 per year, and
whose husband also earned an average of $30,000, (making
their average household annual earnings $60,000, the same
as the first couple), would receive only an $800 benefit. In
this case, her own retired worker benefit and her widow
benefit would each be $800, but she would only receive one
of the two benefits. Married couples where both partners
earn the same amount are most affected by the difference in
how the two benefits are calculated. Because black married
women are more likely to work than are white married
women, and because black married couples are more likely
than white married couples to have similar earnings between
spouses, black families are disproportionately affected by
this difference.*
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A (new) Minimum Benefit Plan

We believe that the most effective way to reduce poverty
among older Americans is to provide a targeted minimum
benefit through the Social Security system. While the
Supplemental Security Income Program (SSI, which
provides monthly stipends to low-income individuals who
are either older than 64 or disabled), does currently offer
a means-tested minimum benefit, there are two primary
reasons why this program does not offer sufficient income
security to the elderly. First, the payments are very low,
with about 80 percent of all SSI recipients remaining well
below the poverty line.’ Second, only about half of those
eligible for SSI receive it, partly because of a cumbersome
administrative structure.’®

We argue for a new Minimum Benefit Plan to be administered
within the Social Security system. This benefit would be large
enough to bring recipients up to 100 percent of the poverty
line, and would be expected to have a high take-up rate. To
receive a Minimum Benefit Plan payment, individuals would
need to meet all existing requirements for Social Security
retired worker benefits, including having at least 10 years
of earnings, with a residency requirement. Individuals who
had resided in the United States for at least 20 years after
the age of 18 would receive the full amount needed to raise
their income to the poverty line, while those who had lived
here for a total of between 10 and 20 years would have their
payment pro-rated. Eligibility would be based on poverty
lines adjusted for marital status, so single individuals would
be eligible if their income fell below the poverty line for a
one-person household, while married individuals would be
eligible if their joint income fell below the poverty line for
a two-person household. Minimum Benefit Plan payments
would be combined with regular Social Security payments in
a single monthly payment. Eligibility would be determined
through the tax system, similar to the way the Earned Income
Tax Credit (EITC) is currently administered, so individuals
would need to file an income tax form in order to qualify.
We would expect take-up for the Minimum Benefit Plan
to be similar to the 80 percent take-up rate for the EITC.
Importantly, like the EITC, Minimum Benefit Plan payments
would not count as income for eligibility determinations
in programs like Medicaid and the Supplemental Nutrition
Assistance Program (SNAP). If this were not the case, a
recipient’s Minimum Benefit Plan amount could be more
than offset by income losses due to loss of other program
eligibility.

We estimate that implementation of this Minimum
Benefit Plan would raise total Social Security spending by
approximately $9 billion dollars, or 1 percent of current
Social Security expenditures. This cost estimate reflects
some offset in lower spending on the SSI program (which
would remain in place), since some individuals would be
able to leave that program for the more generous Minimum
Benefit Plan.
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How would the Minimum Benefit Plan affect
poverty among older adults?

The Minimum Benefit Plan is modeled on two successful
income support programs: the EITC in the United States,
and the Canadian Guaranteed Income Supplement. In order
to estimate the poverty-reducing effects of the Minimum
Benefit Plan for older Americans, we used data from the
Current Population Survey. We found that the overall
poverty rate for those aged 65 and older would be cut
approximately in half, from 8.6 percent to 4.4 percent.
Some poor elderly individuals would not be eligible for the
Minimum Benefit Plan, including those who did not have 10
years of earnings, or had not resided in the United States for
long enough. Among those who were eligible for the benefit,
the proportion of poor older adults in poverty would drop
by almost 90 percent, while the proportion in deep poverty
(below 50 percent of the poverty line) would go to zero.

Approximately 7 percent of current Social Security
recipients would be expected to receive a payment under
the Minimum Benefit Plan, with an average payment of
$3,600 per year, an increase of about 40 percent in annual
income. The subgroups of older adults with higher poverty
rates (such as those who are single, female, or black) would
be more likely than others to receive a payment, and would
receive a larger payment on average. For example, around
15 percent of black older adults would be expected to
receive a payment with an average benefit of $3,801; only
about 5 percent of white elderly individuals would receive a
payment, averaging $3,296.

The Minimum Benefit Plan would build on the Social Security
system, a popular and effective social policy program, to
lower poverty and increase economic security among older
adults. Although older adults as a whole have a relatively low
poverty rate compared to other age groups, some subgroups
such as black single women have very high poverty rates.
This benefit would be tightly targeted to ensure that only
those who are below the poverty line would benefit.®
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The United States has a variety of programs and policies
that address the needs of low-income families with children.
However, current policy specifically targeted to single-
parent families primarily operates through the child support
system. While this system generally works well for middle-
and upper-income families when married parents divorce,
it does not adequately address the needs of lower-income
families, particularly when the parents were not married.
Nonpayment, partial payment, and irregular payment of
child support are common, leaving far too many children
with inadequate financial resources; further, a primary focus
on enforcing financial support from noncustodial parents
may in fact discourage parental responsibility. In order
to address these issues, we propose a new approach. At
the core of our proposal are changes that would provide a
guaranteed minimum monthly amount for each child. While
noncustodial parents would be held accountable for adequate
financial support of all their children, they would not be
required to pay beyond their current means. We also suggest
that policies enforcing noncustodial parents’ financial
responsibilities to their children will be most effective in
a context that also supports parental responsibility more
broadly. These changes would complement other proposed
reforms for low-income families described in this issue, such
as a universal child allowance.

Current child support system

Child support orders can be established as part of a divorce
process or when an unmarried parent seeks child support or
public benefits. Each state has guidelines for setting child
support orders, nearly all of which are based on the principle
that noncustodial parents should provide the same level of
support that they would have provided had the parents lived
together.! The employers of noncustodial parents with a
child support order are required to withhold the amount of
child support due, which is collected and distributed by a
central processing agency. The state child support agency
can also help locate the other parent, establish a child
support order, monitor whether the order is being met, and
take enforcement actions if it is not. Enforcement measures
may include revoking a driver’s license, intercepting a tax
refund, or even civil or criminal charges for nonpayment.
These services are available to any custodial parent who
requests them, but custodial parents receiving public benefits
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are required to cooperate with the agency as it pursues these
activities.

When parents divorce, there is a legal process that generally
includes not only detailing financial matters such as the child
support order, but also specifying who will make important
decisions on behalf of children (legal custody) and with
whom children will live (physical custody). There may also
be a detailed parenting plan that specifies when each parent
has responsibility and how transitions between parents are
to occur. Note that, unlike child support orders, no public
agency either monitors or enforces such parenting plans.

The same child support policy that applies to divorcing
parents applies to unmarried parents, though they must go
through the additional step of having paternity voluntarily
acknowledged or formally determined. Unlike divorcing
parents, there is no standardized mechanism for unmarried
parents to establish parenting time agreements. If paternity
is formally established in a court proceeding, or if a child
support order is set in a court proceeding (which is not
required in all states), then there may be an opportunity to
set the rights and responsibilities of each parent, but this is
not done systematically.

Lower-income unmarried couples are more likely than those
with higher incomes to be served by child support agencies,
both because those having difficulty with child support
issues (who are more likely to have low incomes) apply
for services, and because custodial parents receiving some
public benefits are required to cooperate with child support
enforcement efforts. Low-income families are also much less
likely to have the resources to arrange legal hearings related
to parenting time.

How well does the current system support
children and encourage parental responsibility?

We believe that the primary policy goals of the child support
system should be twofold: first, to increase the financial
resources that are available to children who live with a single
parent; and, second, to hold parents responsible for the
financial support of their children. As currently structured,
the child support system largely meets the goals of supporting
children and encouraging parental responsibility for divorced
parents with moderate to high earnings. However, it does
not adequately meet these goals for lower-income families,
especially when the parents were not married. Too few
children receive support, receive an adequate amount of
money, or receive payments regularly. Only about half of
all custodial parents have a child support order, with only
42 percent of never-married parents having an order.” Even if
a child support order is in place, not all obligations are paid. In
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2013, fewer than half of all custodial parents due child support
received the total amount owed, and one-quarter received
nothing.? There is also evidence that even when child support
is paid, it is not paid every time it is due; this irregularity can
cause uncertainty and stress among custodial parents, and
make it more difficult for them to plan for the future.*

Low-income custodial parents are disproportionately
less likely to receive support, and they receive less when
support is paid.® Low-income custodial parents may also
be even less likely than average to receive child support
regularly. Some of the reasons that child support provides
so little support to low-income custodial parents relate
to noncustodial parents being unable or unwilling to pay
substantial amounts. First, the noncustodial parents of many
low-income children are unemployed or underemployed,
and thus do not have sufficient financial resources to provide
adequate or consistent support. While lack of financial
resources is clearly a problem for all low-income families,
not just those in the child support system, it is evident that
a policy that relies on the support of noncustodial parents
will be unsuccessful if those parents do not have the income
needed to provide that support. Second, incarceration leaves
many noncustodial parents unable to pay support while
incarcerated, and with reduced earnings potential following
release.® Third, lower-income noncustodial parents are more
likely than those with higher income to have had children
with more than one partner, increasing the demand on
already low resources.’

Beyond noncustodial parents not paying enough, social
policy itself is one of the causes of no, low, or irregular child
support receipt. Noncustodial parents may be incarcerated
for falling behind in their payments. Custodial parents who
receive Temporary Assistance for Needy Families (TANF)
must renounce their rights to child support while they are
receiving assistance, and many states retain all child support
paid and use it to offset the cost of assistance. Child support
also is counted as income when determining eligibility and
benefit levels for some means-tested assistance programs
such as the Supplemental Nutrition Assistance Program and
housing vouchers. So, even when child support is paid, other
benefits may be reduced, resulting in little or no increase to
the financial resources available to children.

Further, child support policy currently does little to
encourage parental responsibility, especially among never-
married parents, some of whom did not have a stable
romantic relationship prior to the child’s birth. Since there
is no formal structure within the child support system for
unmarried parents to determine custody or visitation, let
alone to develop co-parenting skills, many noncustodial
parents feel that the system treats them solely as a financial
resource, and does not help them to develop a relationship
with their children.® This may make noncustodial parents
less willing to pay child support.

Current child support policy was designed for families with
one custodial parent and one noncustodial parent who have
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had children only with each other. The system was structured
to enforce ideas about paternal responsibility based on views
that were once broadly held, such as that parents should
marry, and that fathers, more than mothers, should be the
family breadwinners. These views are now belied by the
realities of current life; over 40 percent of all children are
born to unmarried parents, and while mothers still work
and earn less than fathers, the gap has narrowed, and even
reversed for some subgroups.’ In addition to changes in
family composition, there have also been substantial changes
in the structure of the U.S. safety net, which leave children
in low-income single-parent families with insufficient
resources. If the child support program is to meet the needs
of low-income single-parent families, substantial policy
changes are required.

A new approach to child support

In order to ensure that the child support system meets the
goals of financially supporting children and encouraging
parental responsibility for this support, we propose: (1) a
minimum monthly support amount per child; (2) a maximum
child support obligation for noncustodial parents; and (3) a
guarantee of public funds to make up the difference between
the minimum support amount and the amount that the
noncustodial parent can reasonably pay. Our proposal aims
to rekindle a discussion initiated more than 30 years ago by
Irv Garfinkel and colleagues.'°

Specifically, we propose a guaranteed minimum child
support amount of $150 per month be provided to each
child. This guaranteed payment responds to the problem
that many children currently receive nothing or receive
irregular support. The child support order standard would
be 12.5 percent of the noncustodial parent’s income for
each child, with current obligations capped at 33 percent
of the noncustodial parent’s income. The noncustodial
parent would accrue debt to the government for failure
to pay current support due. In addition, for noncustodial
parents owing current support for more than two children
(who would thus exceed the 33 percent income cap), child
support would continue to be due (with minimal interest)
after the children reach age 18 and current support ends,
until the entire child support obligation had been paid.
Moving to a per-child order emphasizes a child’s rights and
provides for simplicity instead of the current complexities
that arise when parents have had children with multiple
partners. Taken together, these changes would increase the
financial resources available to vulnerable children and avoid
current payments becoming an unmanageable burden for
noncustodial parents of multiple children, while still holding
them responsible for providing for all of their children. Other
aspects of our proposal would also increase the effectiveness
of the child support system. Child support income up to the
minimum guarantee would not be counted in determining
eligibility and benefit levels for means-tested programs,
so that the $150 per month per child would represent
additional income rather than simply replacing government



transfers. Finally, we propose that the child support system
offer an array of broader supports for parents rather than
focusing solely on financial transfers. This could improve
relationships between parents, and between noncustodial
parents and their children, which in turn might lead to
additional financial support.

These reforms to the child support system, combined
with other reforms supporting low-income families more
generally, would greatly expand the resources available to
economically vulnerable children and families.m
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The affordability of housing in the United States is a major
issue for those with incomes too low to accommodate rising
rents. In 2015, half of all renters had housing costs that
exceeded 30 percent of family income, meeting the U.S.
Department of Housing and Urban Development’s standard
for “housing-cost burdened.” Further, half of those who were
housing-cost burdened were considered severely burdened,
with housing costs exceeding 50 percent of family income.'
Low-income families are disproportionately likely to face
housing costs that present such burdens. While there are
federal subsidy programs that are intended to defray housing
costs, these programs are insufficient and inequitable. We
propose a refundable tax credit for renters that would reach
a much broader segment of the population than existing
programs; reflect geographic variation in housing costs; lift
some families out of poverty; and substantially reduce the
poverty gap for other families.

Why focus on housing to reduce poverty?

Under the U.S. Census Bureau’s Supplemental Poverty
Measure, poverty thresholds are based on spending for
basic needs including food, clothing, shelter (housing), and
utilities; housing costs account for around half of the total
poverty threshold. Families that are unable to find affordable
housing have less to spend on other necessities, and are
more likely to live in substandard housing, be evicted, or be
homeless.? The stress of trying to make ends meet can also
negatively affect mental health and parenting resources.’

Further, housing costs vary greatly by geographic area.
Assistance offered through existing safety net programs
such as the Earned Income Tax Credit, the Child Tax Credit,
or Supplemental Security Income does not reflect cost-of-
living variations across the country. A policy that specifically
targets households that are burdened by housing costs could
reflect this geographic variation, and offer a promising
strategy to reduce poverty.

Existing housing subsidy programs

The two primary housing subsidy programs in the United
States are the Low Income Housing Tax Credit (LIHTC) and
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the Housing Choice Voucher program. The LIHTC provides
funding for states to provide tax credits to developers who
build or rehabilitate rental housing and reserve a specific
proportion of units for households earning less than 60
percent of the local median income. These credits are
available only for new construction or rehabilitation; they
cannot be applied to existing housing. Because rents in
the housing subsidized by the LIHTC are not targeted to
households with incomes below half of the local median, the
housing made available through this program is generally
not accessible to the poorest households without an
additional subsidy.

In contrast, the Housing Choice Voucher program does
offer a substantial rental subsidy to low-income households.
Families that have a voucher pay 30 percent of their income
towards rent; public funds cover the rest. These vouchers are
directed at very poor families; by law, local agencies must
provide at least 75 percent of available vouchers to families
with incomes at or below 30 percent of the area median
income, with any remaining vouchers going to families
with incomes below 50 percent of the median. The primary
drawback of the Housing Choice Voucher program is that
there are so few vouchers available. In many cities, waitlists
to receive these vouchers are years or even decades long.
There are also high administrative barriers for both landlords
and tenants to make use of the program; some landlords
are unwilling to participate in the program, and even some
families that receive a voucher are not able to secure a lease
within an allotted time period.* All told, only one in four
eligible families receives any assistance from this voucher
program.’

In addition to being inadequate to fill the need, federal
housing subsidies are also inequitable. Homeowners
receive more than three times the amount spent on federal
low-income housing subsidies, in the form of mortgage
interest and property tax deductions. Half of the dollar
amount of these homeowner deductions go to families
earning more than $100,000. Renters, who receive none
of these deductions, are much more likely to be poor than
homeowners; in 2013 through 2015, over one-quarter of
renters were poor according to the Supplemental Poverty
Measure, compared to one-tenth of homeowners.°

Proposed renter’s tax credit

In order to address the inequities and inadequacies of current
housing policy and assistance, we propose a new refundable
renter’s income tax credit for households with high rental
housing costs relative to their income. This credit would be for
renters who were not already receiving a housing subsidy, and
who had housing costs equal to more than 40 percent of their
total after-tax income (marking a middle ground between the
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housing-cost burdened and severely housing-cost burdened
federal housing affordability standards). The credit would
equal the difference between actual rent paid and 40 percent
of after-tax total income (including taxable and nontaxable
income), up to certain caps. Thus, with the credit, recipients’
housing-cost burden would generally be reduced to 40
percent of income. Allowed rent costs would be capped at the
expected market rent for the tax filer, assessed using average
Fair Market Rents in either metropolitan or nonmetropolitan
areas by state, adjusted for household size. The credit amount
would increase with housing cost burden up to a cap equal
to the credit amount available to renters paying 80 percent
of income toward rent. Renters with housing cost burdens of
80 percent of income or more would therefore be eligible for
the maximum credit amount, which would gradually phase
out to zero for those with housing costs equal to or less than
40 percent of income. Figure 1 shows examples of what this
would look like in a nonmetropolitan area with relatively low
Fair Market Rent, and in a metropolitan area with relatively
high Fair Market Rent.

Relative to existing housing subsidy programs, this renter’s
tax credit would have a much broader reach, and the largest
benefits would go to those facing the largest housing-cost
burden. Since most households already file tax returns, the
process of applying for this tax credit would be relatively
straightforward. Also, because the credit would make use of

existing tax processing infrastructure, we anticipate that the
costs of administering this credit would be low.

Simulation of policy effects

We used 2015 Current Population Survey data to simulate
the reach and effects of our proposed renter’s tax credit. This
simulation confirms the broad reach of the proposed credit:
over 11.5 million tax filers would be eligible, comprising
over 20 million total individuals when all household
members are counted. The credit would reach more than
twice as many cost-burdened renters as do current housing
subsidy programs. The average credit amount would be about
$2,100, with poor households receiving more than non-poor
households (approximately $2,300 compared to $1,500).
More than half of the households receiving the credit would
be families with children. Individuals benefiting from the
credit would be diverse by race and ethnicity, and about
half would be in families where the highest educational
attainment was a high school degree or less. Households
receiving the credit would be concentrated in Southern
states, where income tends to be low, and in Western states,
where housing costs tend to be high.

Figure 2 shows the expected effect of the renter’s tax credit
on the poverty rate, as determined by the Supplemental
Poverty Measure. We estimate that the credit would reduce
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Credit Recipients

poverty by 2.5 percentage points among renters, and by
12.4 percentage points among those receiving the credit.
Overall, 2.6 million people would be lifted out of poverty
by the credit. An additional 13.4 million would see a
substantial decline in the gap between their total resources
and the poverty line, reducing the median poverty gap by
approximately one-third, from about $7,700 to $5,100.

Compared to simply expanding existing housing subsidy
programs, a renter’s credit would be a more efficient and
equitable way of providing the most assistance to families.
Because the credit would go directly to the renter, landlords
would not need to consent to participate, nor grapple with
administrative hassles. Landlords and other tenants would
not need to know that a particular family was receiving a
credit, which could be less stigmatizing than the existing
voucher program.

The total annual cost of the credit as outlined here would be
approximately $24 billion. One possibility for funding such a
credit would be to reduce the mortgage interest and property
tax deductions available to high-income homeowners. The
current public cost of these deductions for homeowners
earning more than $100,000 per year is over $70 billion
annually.” Another option would be to divert some of the
profits of landlords and property owners who benefit from
rising housing costs, through taxes on rental property income
or on capital gains from the sale of real estate. In this case,
care would need to be taken to prevent these costs from being
passed back to renters in the form of higher rents.
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Overall, we believe that a refundable renter’s tax credit offers
a promising pathway to address the decline of affordable
housing and to reduce poverty. Although we propose a specific
tax credit plan in this article, the general structure of the credit
allows considerable flexibility to make modifications in order
to meet specific policy goals such as targeting particular types
of households, or lowering total cost.H
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In the past five years, there has been a large increase in the
number of states, counties, and cities that have established
minimum wage laws that exceed the federal minimum wage
of $7.25 per hour. Although many of these minimum wage
laws explicitly state an intention to reduce poverty, the effects
of minimum wage increases to date on poverty rates appear
to be small at best. In order to make the minimum wage
a more effective poverty-reduction tool, we recommend
raising the federal minimum wage to $12.00 per hour, and
using employer tax credits to offset any disemployment
effects of the higher wage. Since this plan would increase
tax revenue without increasing administrative costs, we
recommend using the additional funds to allow minimum
wage workers to continue to benefit from public income
supports at higher income levels in order to “make work
pay,” and remove barriers to upward mobility.

Minimum wage trends

The first federal minimum wage was established in 1938 as
part of the New Deal. The most recent increase to the federal
minimum wage was in 2010, when it was raised from $6.55
to $7.25 per hour. However, the real value of the minimum
wage has been on the decline since 1968, the last time it was
increased to match the inflation rate. States, counties, and
cities are permitted to set their own minimum wage rates at
a level above the federal rate; a growing number are doing
so at an increasingly high level compared to the federal
minimum. For example, in 2011, 13 states had minimum
wages above the federal minimum; on average, these state
minimum wages were about 8 percent higher than the
federal rate of $7.25. By 2016, 30 states and the District
of Columbia had established minimum wages that ranged
from $7.50 to $10.50, and averaged about 20 percent higher
than the federal minimum. In addition, since 2012 at least
46 cities and counties have passed minimum wage laws that
are higher than their state minimum; these range as high as
$15.00 per hour. Overall, we calculate that around 60 percent
of the U.S. population now lives in a state or locality with a
minimum wage of more than $7.25.

Focus Vol. 33, No. 3, Special Issue 2017

Effects of the minimum wage on poverty

Research on the poverty-reducing effects of minimum wage
laws has produced mixed results, but at best minimum wage
increases have been associated with small decreases in
poverty.! While measurement issues may explain some of
these results, we believe that there are three primary reasons
that the minimum wage is not associated with larger poverty
decreases: (1) imperfect targeting of the minimum wage to
the poor or near poor; (2) job loss or reductions in hours as
a result of wage increases; and (3) interactions with income
support programs that base eligibility and benefit levels on
earnings and income.

Minimum wage laws do not target poor and near-poor
individuals as effectively as many means-tested benefit
programs; nonetheless, our research finds that they do
disproportionately benefit disadvantaged workers, including
women and persons of color (groups that have higher rates
of poverty than the general population). In addition, our
analysis of how poverty rates vary with wages indicates that
increasing the minimum wage to at least $12.00 per hour
would improve the targeting of this policy to reduce poverty
even more.

A second mechanism that could restrict the poverty-reducing
effects of the minimum wage is its disemployment effects.
There is some evidence that decreases in poverty associated
with an increase in the minimum wage could be partially
or completely offset by concurrent increases in poverty
resulting from reductions in employment and hours.?

The third, and we argue, most important reason why the
minimum wage may not significantly decrease poverty
has to do with the interaction between earnings and public
assistance receipt. Low-income workers and their children
can access a variety of in-kind and cash income supports to
supplement their earnings. Eligibility and benefit levels for
these income support programs are based on earnings and
other income, and may phase out as income levels rise above
a certain level. This interaction between earnings and income
supports is known as an “implicit marginal tax rate.” At low
income levels, where work-related tax credits are phased in
as earnings rise, the marginal tax rate is negative, meaning
that an increase of one dollar in earnings results in more than
one additional dollar of income, including in-kind and cash
income supports. As income levels rise, the marginal tax rate
becomes positive, so that an additional dollar of earnings
raises income by less than one dollar, due to a loss of in-kind
and cash income supports. Very high marginal tax rates can
create a disincentive to work more or at a higher wage, which
could restrict upward mobility.?
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The effects of marginal tax rates are illustrated in Figure
1, which shows income-to-poverty ratios for a one-adult-
and-two-child household at various wage levels, for both
half- and full-time work, using income from earnings plus
the income support programs most commonly used by low-
income working families: the Earned Income Tax Credit
(EITC), the Child Tax Credit (CTC), and the Supplemental
Nutrition Assistance Program (SNAP).* An increase from
$7.25 to $10.15 for a half-time worker raises his or her
annual earnings by $2,900, and annual income (including net
taxes and the value of SNAP benefits) by $3,910, reflecting
a marginal tax rate of about 35 percent. In contrast, if a full-
time worker’s wage rises from $12.00 to $15.00, his or her
annual earnings rise by $6,000, but annual income rises by
only $2,946, a marginal tax rate of over 50 percent.

Rising marginal tax rates are even more dramatic for families
who receive housing and childcare assistance in addition to
the benefits reflected in Figure 1. For families who receive
these two benefits, full- or part-time work at the current
federal minimum wage level puts them above the poverty
line, but they also experience very steep marginal tax rates.
For example, a full-time worker moving from a $12.00 to
$15.00 wage would be subject to a marginal tax rate of 95
percent, with nearly every dollar of additional earnings offset
by a dollar lost in other income, so that even with a $6,000
increase in annual earnings, their total annual income would
increase by only $306.
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Figure 1 also shows that it is the combination of a higher
wage with the tax credits and SNAP that successfully raises
total family resources above the poverty line. When the value
of the tax credits and SNAP is added to earnings, families
with one half-time worker can rise above the poverty line
with a wage of $10.15 or higher, while families with a full-
time worker are above the poverty line at any wage.’

What can be done to increase the poverty-
fighting effects of the minimum wage?

We believe that individuals and families should be able
to achieve an income above the poverty line with full-
time work, or with half-time work combined with income
supports such as tax credits and SNAP.® Further, low-income
families should see their income rise as their wages rise,
rather than having gains nearly entirely offset by decreases
in income supports.

We propose that these goals be achieved by raising the federal
minimum wage to $12.00 per hour, phased in over a period
of two years, and keeping the rate indexed for inflation over
time. This wage level would allow a family of two adults and
two children to earn enough with full-time minimum wage
earnings to be above the poverty line. In combination with
SNAP and net federal tax credits, a half-time single worker
with three or fewer children would also have an income



above the poverty line. The two-year phase-in period would
allow employers flexibility in deciding when and by how
much to raise wages in order to best absorb higher personnel
costs. Indexing the minimum wage for inflation is crucial,
as it would preclude the need for such large increases in the
future.

Evidence from past state and federal minimum wage
increases suggests that an increase from $7.25 to $12.00
could lead to reductions in employment. In order to avoid
this, we propose offering temporary subsidies to employers
of low-wage workers who hire and retain workers at a higher
wage during the two-year transition period. This could
be done by expanding the Work Opportunity Tax Credit
program, which currently provides tax credits to employers
who hire from particular target groups such as veterans,
SNAP recipients, and released felons.

Our cost estimates indicate that a $12.00 minimum wage
would increase net federal tax revenues, resulting in a net
savings of $19.3 billion for the federal government. We
propose that these additional funds be used to lower marginal
tax rates below 50 percent for low-income workers, in order
to make work pay as earnings increase. There are a number
of different ways that this could be done. For example, the
EITC phase-out rate could be reduced. The CTC could also
be increased to offset high marginal tax rates in other safety

net programs. Alternatively, in-kind supports such as housing
and childcare could be expanded to benefit more families.

Evidence suggests that a $12.00 federal minimum wage,
accompanied by temporary, targeted public investments
would better target poverty than the current $7.25 rate, and
would lead to net savings that could be used to make work
pay for low-income families.l
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3J. L. Romich, “Difficult Calculations: Low-Income Workers and Marginal
Tax Rates,” Social Service Review 80, No. 1 (2006): 27-66.

“Figure 1 assumes no change in employment as a result of wage changes, it
illustrates only the mechanical effect of different minimum wages given a
specific number of hours worked.

SWhile the figure shows results only for a household of one adult and two
children, this is also true for households with two adults and up to three
children.

®Because low-wage workers are disproportionately likely to have variable
and unpredictable hours, and parents need to balance employment and
parenting, we believe that half-time work is an appropriate expectation.
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