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I would like to make four main points today about the well-being of children in America
and how that will be impacted by the “Great Recession.”

1) Even in the best of times, child poverty rates in the U.S. are very high, and many
millions of children live with unemployed parents. Growing up in poor households or
with unemployed parents has negative long-term consequences for these children,
which often last for the rest of their lives.

Even before this recession began, children had much higher rates of poverty than adults
in the U.S. In 2007, the rate of child poverty was 18 percent, while for the overall
population it was 12.5 percent.' Nearly 8 percent of children (and just over 5 percent of
adults) lived in “severe poverty,” with incomes no more than half the poverty line." In
that same year, as many as a third of all children lived with nonworking adults for part or
all of the year, and many millions lived with parents who had experienced involuntary
job loss."

While we have seen some significant progress during the past few decades in raising
academic achievement and in reducing exposure to violence among poor children, many
serious problems remain." When they become adults, children who grew up poor still
tend to have lower levels of education, lower levels of employment and earnings, higher
rates of poverty and single parenthood, higher rates of participation in crime, and poorer
health than their middle-class counterparts. While social scientists continue to debate
whether it is low income per se that drives these results as opposed to the behaviors and
characteristics of parents who happen to be poor, there is no doubt that children growing
up in such families have less opportunity to succeed in life than those born and raised in
the middle class or higher. And these negative outcomes create large economic losses for
the U.S. economy as a whole, due to lower productivity of workers and high rates of
crime and poor health, as well as the poor individuals themselves.”

Even short-term increases in poverty or parental unemployment can have negative long-
term effects on children."” For instance, those whose parents suffer a permanent job loss
often have more difficulty progressing in school and have lower earnings themselves as
adults. These effects are likely attributable to the lower resources, higher emotional stress
and weaker perceptions of rewards for those who strive for success among children
whose parents are poor or suffer joblessness."”

2) This recession, the most severe since the 1930s, will substantially raise child poverty
rates as well as the numbers living with parents who are involuntarily unemployed.



The recession will also likely persist for many years, as will the elevated rates of
poverty among children.

Unemployment rates have more than doubled since 2007, and now hover near 10 percent.
Among the unemployed, 46 percent have been out of work for six months or longer,
while rates of job loss among the unemployed are very high. Joblessness among some
disadvantaged groups, like teens and adult high school dropouts, is extremely high as
well "

Though we only have poverty data available through 2008 at the present time, these data
already show rising rates of poverty (19 percent) and severe poverty (8.5 percent) among
children as the economy began to tumble.”

But these outcomes will almost certainly grow worse as data become available for 2009
and beyond. Brookings Institution researchers project that child poverty will rise to
nearly 25 percent by the year 2012. In single-parent families, these rates are expected to
rise to roughly 45 percent.”

This recession is expected to be not only severe but persistent. The President’s Council of
Economic Advisers (CEA) projects annual unemployment rates of 9.2, 8.2, 7.3, 6.5 and
5.9 percent over the period 2011-15." At least the first two of these rates would usually
be associated with serious recessions, and the others with milder ones. Accordingly, child
poverty rates will likely remain very high as well — perhaps in the range of 22-23 percent
through 2015 and declining fairly mildly thereafter.*"' Even among those not poor, the
fraction of children living with unemployed parents is now very high as well, and will
continue to be over the next several years."

3) These high and persisting rates of unemployment and poverty will likely “scar™
children and youth in many ways, causing then significant long-term damage.

As noted earlier, even short spells of poverty or parental joblessness can lead to serious
negative consequences for children; and, if these effects are as persistent as current
projections suggest, these consequences might be even more negative.

It is therefore likely that this recession will damage educational attainment and earnings

as adults for the children who grew up in families with high poverty or unemployment."
Given that so many young people will themselves suffer periods of unemployment, their
future rates of employment and earnings will also be reduced, as the lost periods of work
experience during their formative years of career-building are lost and not replaced.”

And, in this recession, large numbers of children have already or will soon suffer
homelessness as well, due to the high rates of home foreclosure among the unemployed.
Homelessness is particularly harmful to children and can have lasting negative effects on
them."!



4) To limit the damage to children, policy responses should focus on bolstering
employment and income support among parents and on providing direct ameliorative
services to children, over both the short- and longer-terms.

For a severe recession that will likely persist as long as this one, it is important to directly
address the income and employment deficits experienced by parents as well as the
associated need for enhanced services among children and youth.

Among parents, we first need to ensure access to an adequate income safety net during
periods of poverty and/or unemployment. The American Recovery and Reconstruction
Act (ARRA) generated important extensions and improvements in the Supplemental
Nutrition Assistance Program (SNAP), Unemployment Insurance (Ul), Medicaid and
Temporary Assistance to Needy Families (TANF) programs that raised both their
coverage and generosity. Unfortunately, most of these efforts will expire at the end of
2010. It is important that these programmatic changes be extended for at least the next
three years or more, if unemployment rates remain as high as currently projected.

Congress and the Obama Administration should also do more to stimulate job creation in
both the private and public sectors. The payroll tax cuts designed to spur private job
creation that have so far been enacted are too small to have much real effect; and public
sector job creation efforts, including public service employment jobs for the poor, are not
widely planned. These efforts would help reduce the enormous unemployment rates for
these populations. "

But children need direct assistance too. Programs that provide important services, such as
preschool and aftercare programs, should receive extra funding during this of high
unemployment. Given the terrible long-term effects of homelessness on children, direct
efforts to prevent homelessness among families with children need attention as well.""
And, where we have good evidence of successful and cost-effective interventions for
low-income children and youth, these increases in funding should be permanent, and not
limited to the period of recession.*”

Of course, we all understand the terrible long-term fiscal outlook that the U.S. current
faces, and our need to address these problems very soon (through both enhanced revenues
and reduced entitlement spending, in my view). But important short-term investments to
relieve the serious negative effects of poverty and unemployment on children should not
be sacrificed for the sake of fiscal balance. Such sensible investments would add only
miniscule amounts to the national debt (and its ratio to Gross Domestic Product) and
would at least partially pay for themselves over time through higher output and tax
revenues.™

"In this discussion, we will use the traditional definition and measure of the poverty rate in the U.S., rather
than a variety of alternative measures that are currently under discussion. While these alternatives are, in
many ways, preferable and more informative than the traditional measure, previous research mostly uses
the traditional measures when calculating the effects of poverty on children. The use of one or the other
would likely not dramatically change our overall findings here.
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