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Child poverty acrossindustrialized countries'

Markus Jantti , Bruce Bradbury

1. Introduction

This paper presents evidence on variations in child poverty across the
industrialized world and assesses the contributions of family structure, state
transfers and market incomes to this variation. The results here are mainly based
on data from the Luxembourg Income Study (LIS), supplemented by data for
Japan (which is not a member of LIS) and some recent observations for LIS
countries obatined from other sources.? LIS covers some 26 industrialized
countries, many of which with information for several years. The objective is ook
at the general patterns of variation in child poverty outcomes across the
industrialized world. We here only examine OECD countries (although the LIS
does not include some, such as New Zealand and Portugal, which are excluded
from our analysis). The latest (and only) observation of child poverty in Japan is
for 1992, so we use data from the mid 1990s for the LIS countries.

From previous research on child poverty, a number of important themes
emerge Cornia & Danziger (1997). While the reduction of poverty among the
aged has been one of the great success stories of the post-war welfare state, in
many countries the last two decades have seen a re-emergence of child poverty.
Though the labour market deterioration and family structure changes that have
driven these changes have been felt in most countries, there are wide variationsin
child poverty rates between different countries at similar levels of development
Rainwater & Smeeding (1995).

We present estimates of child poverty using different approaches to the
definition and measurement of poverty. In general, our conclusions based on data
from the mid-1990s are in line with the conclusions of earlier research. Relative
child poverty rates, are high in those countries that have a wide dispersion of
income and high relative poverty rates. The association between child poverty and
overal inequality and poverty is far from perfect, however. Across the whole
spectrum of countries, real (constant international price) poverty does tend to
increase with national incomes. Many industrialized countries have very close
levels of national income but display the full variation of real child poverty, which
suggests there is more to “absolute”’ living standards than income per capita.
Likewise, countries with similar levels of national income and of child poverty, as
measured by the proportion of poor children, face very different costs of reducing
child poverty, measured as the aggregate child poverty gap. Family structure, the

1 The authors are greatly indebted to John Micklewright and Stephen Jenkins for numerous
discussions of the subject matter of this paper. This authors would aso like to thanks Brian Nolan,
Timothy Smeeding, Jiri Vecernik and Koen Vleminckx for providing data and assistance in
understanding it. The work reported here has been supported in part by the Unicef Innocenti
Research Center, Florence.

2 The Luxembourg Income Study comprises a database of household income survey information,
adjusted to be as comparabl e as possible. For more information see http://lissy.ceps.iul/.
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only “covariate” of poverty we consider here, accounts for very little of the
cross-country differences while the public sector makes a large difference, at least
in terms of the difference in pre-tax, pre-transfer market income and post-tax,
post-transfer disposable income.

The paper is structured as follows. Section 2 discusses methods for
measuring income and poverty. The results are shown in the rest of the sections:
Section 3 shows relative child poverty, Section4 child poverty relative to a
common real international standard. Sections 5 and 6 contrast child poverty to
overall poverty and inequality, while Section 7 breaks poverty down by poverty in
lone-parent and two-parent households. Sections 8 and 9 examine the
public-policy related issues of how large is the difference between market income
and disposable income poverty and how much would it cost, in terms of market
income, to close the poverty gap. Section 10 offers some concluding comments.

2. Income data and methods for measuring poverty

We examine child poverty as measured by the low-income status of their
households. This does not capture all aspects of child poverty or more broadly
child deprivation, nor isit intended to do s0.> While al areas of the deprivation of
children are highly relevant, there are good reasons to study the income position
of children in particular, including the fact that money income is a central vehicle
for generating economic well-being in modern industrialized countries and that
income data are readily available.

Three major decisions that must be made in any poverty study concern
the measure of resources, the choice of sharing unit (e.g. within nuclear families
or within households) and the equivalence scale (the needs of different types of
sharing units). There is a very large literature that addresses these issues (see e.g.
Jantti & Danziger, 2000; Gottschalk & Smeeding, 1997; Jenkins & Lambert,
1993) . Our choices on these matters are fairly standard, limited in part by the
structure of the data available to us.

Our measure of resources is annual® disposable income. This includes
market incomes and government cash transfers, and deducts income taxes and
compulsory social insurance contributions. Whilst this is not a comprehensive
indicator of the resources available to the families of children (eg it excludes
non-cash services) it remans the best available indicator of cross-national
variations in living standards. These issues of the appropriate resource measure
(and the role of non-cash benefits in particular) are discussed in more detail in
Bradbury & Jantti (1999). For arecent treatise on the measurement of income, see
Export Group on Household Income Statistics (The Canberra Group) (2001).

We assume resources are shared within households and define every
person in the household to have the same poverty status. This definition is the one
that is most commonly available across our countries. The exceptions to this is
Sweden, where the source data are limited to tax units, corresponding to nuclear

® The approach of this paper rests on work done for the UNICEF (Bradbury & Jantti,
1999,2001,2000). See aso UNICEF (2000), available at

http://www.uni cef-icdc.org/research/ESP/CI I C1.html.
* Except in the UK, where current income i's used.
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families of parents and their dependent children. In these two countries, adult
children and lone parents living with their parents are treated as separate units.

Children are defined to be persons who are 17 years old or younger. Their
economic resources are measured by allocating to each child the income per
equivalent adult, calculated by dividing household cash disposable income by the
square root of household size. This is a common choice of equivalence scale in
international comparisons. An alternative, used by Jenkins & Cowell (1994) and
also recommended for use by the US National Science Foundation Poverty
Commission National Research Council (1995), associates children with lower
needs than adults and then uses a power of the number of adult equivalents to
standardize for economies of scale. Bradbury & Jantti (1999) examine thisissue at
some length. This difference is not very important for ranking countries by level
of child poverty.

The literature on poverty measurement has typically used two types of
poverty threshold: absolute and relative poverty lines. Absolute , or more properly,
fixed real price poverty lines, are thresholds which permit people living in
specified family types to purchase the same bundle of goods and services in
different countries or times. Families that fall below the common consumption
threshold are therefore considered to be poor. Relative poverty lines, on the other
hand, are more closely related to concepts of social exclusion. These poverty lines
are typically defined with reference to a measure of typical consumption levels
(eg half median income).

Arguably, a focus on child poverty also calls for a somewhat different
relative poverty line. If children are excluded from social participation, the most
important form of this may be exclusion from the lifestyle typically enjoyed by
other children. Similarly if the exclusion of children arises via the exclusion of
their parents, it will most often be other parents that they compare themselves
with rather than, say, the elderly. This suggests the use of a poverty line defined
with reference to the average living standard of children in the society.

The use of the median as anchor-point can be loosely justified in terms of
a socia exclusion, but has also a practical basis. In household surveys, because
data collection errors at the two extremes of the income distribution are likely to
be more frequent, the median is a more robust measure of central tendency than
the mean.

Though the comparison of real living standards across countries requires
the use of strong assumptions, many would argue that it is a more important
concept than that of relative poverty. To focus only on the relative measures would
be, for example, to discount entirely the poverty aleviation benefits of income
increases that were spread (proportionately) evenly across the population.

Both relative and real provide important insights into the way the living
conditions of the most disadvantaged children vary across countries. Relative
poverty is measured by estimating the proportion of children whose economic
resources are less than one half of the median of adjusted disposable income in
their country in the year of the survey. We also measure poverty defined in an
internationally comparable metric, Purchasing Power Parity-adjusted (PPP)
international 1995 dollars, relative to the US official poverty line for a family of
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four. Thisis currently only available for the LIS countrieslisted in Table 1.

Table 1: Data sources

Country Year LIS Source

Austraia 1997 AS97 UNICEF

Belgium 1992 BE92 LIS

Canada 1994 CN94 LIS

Czech Republic 1996 CZ96 UNICEF
Denmark 1992 DK92 LIS

Finland 1995 FI95 LIS

France 1994 FR94 LIS

Germany 1994 GE%4 LIS

Greece 1994 GR94 Oxley et a. (1999)
Hungary 1994  HU9%4 LIS

Ireland 1997 IR97 UNICEF

Italy 1995 IT95 LIS

Japan 1992 JP92 Smeeding (1997)
L uxembourg 1994 LX%4 LIS

Mexico 1994 ME%4 Oxley et a. (1999)
Netherlands 1994 NL%4 LIS

Norway 1995 NW95 LIS

Poland 1992  PL92 LIS

Spain 1990  SP90 LIS

Sweden 1995 SW95 LIS

Turkey 1994 TU9 Oxley et a. (1999)
United Kingdom 1995 UK95 LIS

United States 1997  US97 LIS

The following tables and figures use information based on calculations
by Brian Nolan and Jiri Vecernik for UNICEF (Czech Republic and Ireland),
Smeeding (1997) (Japan), Oxley etal. (1999) and our own estimates the
L uxembourg Income Study (LI1S), as detailed in Table 1.

3. Relative child poverty

We have ranked altogether 26 OECD countries for which data are
available by the proportion of children below one half of the overall median of
disposable income, our measure of relative child poverty, shown in Table 2. The
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proportion of children who are estimated to be poor ranges from one in 50 (2
percent) in the Slovak Republic to more than one in four (26.2 percent) in Mexico.
More than one in five children (22.4 percent) are poor in the United States, the
second richest country in this league but has the third highest rate of child poverty.
The likelihood that a randomly chosen child in Italy is poor is also more than on
in five (20.5 %), while it is just below that in the United Kingdom (19.8 %) and
Turkey (19.7 %). Roughly on in six children are poor in Ireland (16.8 %) and
Canada (15.5 %), while a little less than on in eight are poor in Greece (12.3 %),
Spain (12.3 %) and Japan (12.2 %). More than one in ten children are poor in the
following two countries in this league, Germany and Hungary.

Table 2: Proportion of children below half overall adjusted median

Country Year LIS code Poverty rate Rank
Mexico 1994 ME94 26.2 (1)
United States 1997 USs97 22.4 2
Italy 1995 IT95 20.5 (3)
United Kingdom 1995 UK95 19.8 4
Turkey 1994 TUA 19.7 (5)
Ireland 1997 IR97 16.8 (6)
Canada 1994 CN94 15.5 (7)
Australia 1997 AS97 12.6 (8)
Greece 1994 GR%4 12.3 9)
Spain 1990 SP90 12.3 (10)
Japan 1992 JP92 12.2 (11)
Germany 1994 GE9%4 10.7 (12)
Hungary 1994 HU9%4 10.3 (13)
Poland 1992 PLO2 8.4 (14)
France 1994 FR94 7.9 (15)
Netherlands 1994 NL94 7.7 (16)
Czech Republic 1996 CZ96 5.9 (17)
Denmark 1992 DK92 51 (18)
L uxembourg 1994 LX94 45 (29)
Belgium 1992 BE92 4.4 (20)
Finland 1995 FI95 4.3 (21)
Norway 1995 NW95 3.9 (22
Sweden 1995 SWo5 2.6 (23)
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One out of twelve children in the next country, Poland (ranked 14th,
8.4 %), are poor, while France and the Netherlands have a little fewer than 8
percent (7.9 and 7.7 %) of their children in poverty. The child poverty rate in the
Czech Republic is 5.9 % and 5.1 % in Denmark, translating to around one in
twenty children whose standard of living is less than one half of that of the
average person. Luxembourg, the richest country in our league, has 4.5 % of its
children in poverty, with Belgium and Finland close with 4.4 and 4.3 %. Norway
has just under one out of every 25 children in poverty (3.9 %) while one out of
every 40 children is poor in Sweden.”

The relative child poverty league table suggests that those countries that
are less developed (in the sense of having low income per capita), are large (and
possibly therefore are ethnically and culturally heterogeneous) and/or
English-speaking are more likely to have children in poverty, while small, fairly
highly developed and/or (northern or central) European are likely to have fewer of
their children in poverty.

A common objection to measuring poverty relative to the average
standard of living in a society is that this is more akin to the measurement of
relative inequality than to the standard of living. This objection is presently
addressed both by examining the poverty ranking of countries relative to a
common poverty line defined in a comparable income metric and by explicitly
examining the claim that relative child poverty measures inequality rather than
poverty.

4. Child poverty relativeto PPP-adjusted US poverty line

Table 3 shows the proportion of children with income less than the US
official poverty line (USD 8832 per equivalent adult) in 22 countries, ordered by
the level of Purchasing Power Parity (PPP) adjusted Gross National Product per
capita, along with their rank placement in this league. Figure 1 plots the same
information.

Looking at the scatter plot of the proportion of children below the US
poverty line against GNP per capita does suggest that having higher income does
reduce the likelihood of poverty. Excluding the transition countries makes this
negative relationship far less steep, and the large variation in child poverty in the
countries with incomes close together but large variation in child poverty suggests
that there is far more to child poverty than average income.

Table 3 and Figure 1 demonstrate that also poverty measured in terms of
areal income standard and inequality are related. The richest country in the league
table, Luxembourg, has only 1.2 percent of its children below the US poverty line.
One in seven, or 13.9 percent of US children have a standard of living that is less
than the poverty line, giving the US, the second richest country in the table, the
tenth place in this ranking.

> |t should be noted, however, that the statistical reliability of our low end estimates is likely such
that countries only a few percentage points apart are likely not distinguishable in the sense of
statistical significance.
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Table 3: Proportion of children below US poverty line (PPP-adjusted dollars)

Country Year LIS code Poverty rate Rank
Poland 1992 PL92 89.2 2
Hungary 1994 HU94 90.6 (D)
Czech Republic 1996 CZ96 83.1 (3)
Spain 1990 SP90 42.8 4
Ireland 1997 IR97 214 (7)
Finland 1995 FI195 6.9 (15)
Sweden 1995 SW95 53 (16)
Denmark 1992 DK92 51 17)
Netherlands 1994 NL94 11 (12)
United Kingdom 1995 UK95 29.1 (6)
Austraia 1997 AS97 16.2 (8)
Italy 1995 IT95 36.1 (5)
Germany 1994 GE9%4 125 (10)
Belgium 1992 BE92 75 (14)
France 1994 FR94 10.7 (12
Canada 1994 CN9%4 95 (13)
Norway 1995 NW95 3.0 (18)
United States 1997 usa7 13.9 9
L uxembourg 1994 LX94 1.2 (19

The transition countries that are included in the table, namely Poland,
Hungary and the Czech Republic, have very high poverty rates measured using
thisreal international standard.

Spain and Ireland, 4th and 5th in the GNP per capita ranking, top the
non-transition countries in this poverty ranking, with around two out of every five
children enjoying a living standard that is less than the US poverty line. Finland,
in 6th place in terms of GNP per capita, with 6.9 percent of Finnish children at
risk of being poor relative to the US official poverty line, almost exactly half the
risk that the a randomly chosen US child is poor. Indeed, inspecting Figure 1,
many countries are very close in terms of GNP per capita. Of the countries
between Finland, at 6th place with 17.880 USD in GNP per capita, and Norway,
the third richest country, with 22.270 USD, the proportion of children with
incomes lower than the US official poverty line varies from 36.1 percent in Italy,
putting it in 4th highest rank after Spain, to Norway's 3.0 percent. Australia,
having the 10th lowest GNP p.c., has more than one out of every five children
poor while Sweden and Denmark, 11th and 12th lowest in the GNP p.c. ranking,
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has just over one out of 20 children poor measured against the US poverty line.

Figure 1. Proportion of children below US poverty line by GNP per capita (in
PPP-adjusted dollars)
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5. Relative child and overall poverty

The focus here is on children rather than persons in households with
children (which aso includes adult household members in the population that is
studied) or, what is more common, on the overall population. This raises the
question: Does a focus on children only give information that is different from
that obtained by studying the whole population. This is examined by comparing
relative child poverty to overall poverty, shown in Table 4 and Figure 2. There are
at least two reasons why these results should be interpreted with some caution.
First, differences in the position of a country in the ““league table" of child vs
overal poverty is affected by many factors, including the socio-economic and
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demographic structure of the population relative to that of others. Second,
differences across these rankings may be affected by the choice of equivalence
scale (athough this probably has a greater effect on the relative poverty rates, see
below). Despite these reservations, it may be instructive to examine the rankings.

Table 4: Proportion of children and all persons below half adjusted median

Country Year LIS code Child Rank Overall Rank
Poverty Poverty
Mexico 1994 ME94 26.2 (1) 21.8 (1)
United States 1997 USs97 22.4 2 17.1 2)
Italy 1995 IT95 20.5 (3) 14.3 (5)
United Kingdom 1995 UK95 19.8 4 135 (7
Turkey 1994 TUY 19.7 (5) 16.1 (3)
Ireland 1997 IR97 16.8 (6) 14.7 (4)
Canada 1994 CN94 155 (7) 11.4 (9)
Australia 1997 AS97 12.6 (8) 10.8 (20)
Greece 1994 GR9%4 12.3 (9) 13.8 (6)
Spain 1990 SP90 12.3 (10) 10.2 (12)
Japan 1992 JP92 12.2 (11) 11.8 (8)
Germany 1994 GE9%4 10.7 (12) 7.6 (16)
Hungary 1994 HU94 10.3 (13) 9.5 (12)
Poland 1992 PLO2 8.4 (14) 7.7 (15)
France 1994 FR94 7.9 (15) 8.0 (14)
Netherlands 1994 NL94 7.7 (16) 8.4 (13)
Czech Republic 1996 CZ96 59 a7) 4.3 (22)
Denmark 1992 DK92 5.1 (18) 75 (17)
L uxembourg 1994 LX94 45 (19 3.9 (23)
Belgium 1992 BE92 44 (20) 55 (20)
Finland 1995 FI95 43 (21) 5.2 (21
Norway 1995 NW95 39 (22) 7.1 (18)
Sweden 1995 SW95 2.6 (23) 6.6 (29)
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Figure 2: Proportion of children and all persons below half adjusted median
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The ranking of countries with respect to child and overall poverty are
closely but not perfectly related. Mexico has the highest child and overall poverty
rate. The US is 2nd in both rankings, whereas Italy has the third highest rate of
child poverty but is only fifth in the ranking by overall poverty level. The UK, in
fifth place, has an overall poverty rate that gives it the 7th position, a decline in
ranking by three places. Turkey, in fifth place in the child poverty ranking, is third
in the overall poverty ranking, increasing its rank by two places, as does Ireland
(6th vs 4th), Greece (10th vs 8th) and Japan (12th vs 10th). The rank of Canada
(7th vs 9th), Australia (8th vs 10th) and Spain (11th vs 13th) declines on moving
tolook at child rather than overall relative poverty.

The Czech Republic, at rank 17 in the child poverty and 22 in the overall
poverty ordering has the largest drop in rank between the two rankings, while
Germany, ranked 12th in child poverty but 16th in overall shares with
Luxembourg (19th vs 23rd) a decline of four positions on moving to examine
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child poverty.

The difference between the poverty rates of children and of al persons
depends in part on how children (and of course their parents) are placed in the
overal distribution of economic resources. This in turn depends on the joint
distribution of income, children and adults across households and is affected by
the choice of equivalence scale, i.e., how much household needs are thought to
increase with additional adults or children. The current choice, to approximate a
household's economic need by taking the square root of household size, is widely
used.

With that caveat in mind, it is interesting to note that in the majority of
the countries included, children are more likely to be poor than the average person,
suggesting children are more at risk than others. The countries that are at the
bottom of the child poverty league table, i.e. that have the lowest rates of child
poverty, are also the ones where children have a lower risk of poverty than the
average person. Of the ten countries with the lowest child poverty risk, only
Luxembourg, 19th out of 22 countries in the child poverty ranking, has a higher
risk of poverty among children than adults. Conversely, of the ten countries where
the poverty risk of children is the highest, only in the ninth, namely Greece, is the
poverty risk of children lower than that of the average person.

6. Child poverty and overall inequality

The difference in relative child poverty and overall inequality is affected,
in addition to the difference in the income distributions among children and all
persons, by the distribution of income in the upper part of the income distribution.
The proportion of persons below one half of median income can be thought of as
away of describing the relative inequality in the lower part of income distribution.
Overall inequality is, of course, affected also by inequality above the median (and,
indeed, by inequality between the median and 50 percent of it). In order to
examine the relationship between child poverty and overall inequality, we
compare relative child poverty to a commonly used measure of overall inequality,
the Gini coefficient.®

As can perhaps be expected, the ranking of countries by relative child
poverty and by overall inequality are closely, but again far from perfectly
associated. The scatter plot (Figure 3) suggests that at low levels of inequality and
child poverty, the association is fairly close. The poverty rates of countries with
Gini coefficients below 25 percent are between 2.6 and 5.1 percent. For Gini
coefficients between 25 percent (Czech Republic, 25.8) and 30 (Canada, 28.5), the
dispersion of child poverty rates increasesto alow of 5.9 and high of 15.5 percent.
In the next 5-percent range of Gini coefficients, Hungary with aGini at 32.3 in 8th
place has a poverty rate of 10.3, whereas Italy and the UK, with Ginis at 34.6 (5th
and 4th) have poverty rates of 20.5 and 19.8 percent. The US has the third highest

® The Gini coefficient is a commonly used index of income inequality, but has an intuitive
interpretation is the average of the difference in incomesin all comparisons of higher incomes with
lower ones in an economy, relative to average income. The overall Gini coefficient of Mexico,
52.6, means that the difference in disposable income between all Mexicans with those who are
poorer isone half of average income.
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level of inequality but is second in the child poverty ranking, while Turkey is 5th
in the child poverty ranking but has the second highest inequality. Mexico has the
highest level of both relative overall inequality and relative child poverty.

Table 5: Proportion of children below half of adjusted median income and overall
Gini coefficient

Country Year LIS code Child Rank Overdll Rank
Poverty Gini
Mexico 1994  ME94 26.2 D 52.6 1)
United States 1997  US97 224 2 375 ©)
Italy 1995  1T95 20.5 ©) 34.6 5
United Kingdom 1995  UK95 19.8 4 34.6 4)
Turkey 1994  TU94 19.7 ©) 49.1 @)
Ireland 1997  IR97 16.8 (6) 339 (6)
Canada 1994  CN94 155 (7 285 (12)
Australia 1997  AS97 126 ) 30.7 ©)
Greece 1994  GR94 123 ©) 336 (7
Spain 1990  SP90 12.3 (10) 30.6 (10)
Germany 1994  GE94 10.7 (12) 26.6 (14)
Hungary 1994  HU94 10.3 (13) 32.3 (8)
Poland 1992  PL92 8.4 (14) 27.4 (13)
France 1994  FR94 7.9 (15) 29.0 (11)
Netherlands 1994  NL9%4 1.7 (16) 26.2 (15)
Czech Republic 1996  CZ9 5.9 (17) 25.8 (16)
Denmark 1992 DK92 5.1 (18) 24.0 (18)
L uxembourg 1994  LX94 4.5 (19) 235 (19
Belgium 1992  BE92 4.4 (20) 23.0 (20)
Finland 1995  FI95 43 (21) 227 (21)
Norway 1995  NW95 3.9 (22) 24.2 17)
Sweden 1995  SW95 2.6 (23) 22.2 (22)
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Figure 3: Proportion of children below half of adjusted median income and
overall Gini coefficient
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7. Child poverty in lone parent and two parent households

Children are to a large extent dependent on the incomes of adults who
live in the same households, most often their parents. Children in lone parent
households have fewer adults to provide for them and are in general less well off
than children in households with two parents (or other adults). Children in lone
parent households are most often more likely to live in poverty than other children.
The larger is the share of children who live in lone parent households, the higher
would we expect its child poverty rate to be. Thisis the topic of the following set
of tables and figures.

There are differences in how the countries that are included treat
cohabitation and adult children. We define lone parenthood quite narrowly, in that
only households with alone head and no other adults present are counted as single
parent households. All others are defined to be two parent households. Some
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single mother living with the child's grandparent(s) will thus be counted among

two parent households.

Table 6 shows the poverty rate and rank of children in lone parent and in
two parent households, along with the share of children in each household type.
Figure 4 plots lone parent poverty against overall child poverty and Figure 5 plots
lone parent poverty against the share of children in lone parent households.
Figure 6 again plots the overall child poverty rate against the share of children in

lone parent households.

Table 6: Proportion of children below half of adjusted income by household type

L one parent Two parent Share
Country Year LIScode Lone Two
Rate Rank Rate Rank
parent parent
Mexico 1994 ME94 276 (12) 26.1 (@) 43 95.7
United States 1997 US97 55.4 1) 15.8 4 16.6 834
[taly 1995 IT95 222 (15 204 2 2.8 97.2
United Kingdom 1995 UKO95 45.6 (5) 13.3 (6) 20.0 80.0
Turkey 1994 TU%A4 29.2 (20) 19.6 (3) 0.7 99.3
Ireland 1997 IR97 46.4 4 14.2 (5) 8.0 920
Canada 1994 CN94 51.6 2 104 (10) 12.2 87.8
Australia 1997 AS97 35.6 (6) 8.8 (12) 14.1 85.9
Greece 1994 GR94 249 (13) 11.8 (8) 3.7 96.3
Spain 1990 SP90 31.6 (7 11.8 (9) 2.3 97.7
Germany 1994 GE%4 51.2 3 6.2 (16) 9.8 90.2
Hungary 1994 HU%4 104 (29 10.3 (12) 7.4 92.6
Poland 1992 PL92 3.7 (22) 8.6 (13) 4.7 95.3
France 1994 FR94 26.1 (12) 6.4 (15) 7.7 923
Netherlands 1994 NL94 236 19 6.5 19 7.4 92.6
Czech Republic 1996 CZ96 30.9 (8) 3.6 (18) 8.3 91.7
Denmark 1992 DK92 13.8 (16) 3.6 (29) 15.2 84.8
Luxembourg 1994 LX9%4 30.4 (9) 29 (21) 5.8 94.2
Belgium 1992 BE92 135 an 3.6 (20 8.2 91.8
Finland 1995 FI95 7.1 (20) 39 a7 11.8 88.2
Norway 1995 NW95 131 (18) 22 (22) 15.0 85.0
Sweden 1995 SW95 6.7 (2D 15 (23) 21.3 78.7
Simple average 27.3 10.2 94 90.6
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Figure 4: Lone parent and overall child poverty
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Figure 5. Lone parent child poverty and share of children in lone parent
households
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Figure 6: Overall child poverty and share of children in lone parent households
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Table 7 compares the actual child poverty rate in each country with two
counter-factual sets. The fifth column shows the poverty rate every country would
have if the share of children in lone parent families was the same across countries
but each country had its own household-type specific poverty rate. The difference
between this counter-factual poverty rate and the actual one shows what role
differences in lone parent share play in the formation of the child poverty ranking.

Table 7: Counterfactual child poverty rates. Actual, common share of lone parent
children, common lone and two parent poverty rates

Country Year LIS code Poverty rate
Actua Common share Common rates

Mexico 1994  ME94 26.2 26.3 10.9
United States 1997  US97 224 195 13.0
Italy 1995 IT95 20.5 20.6 10.7
United Kingdom 1995 UK95 19.8 164 13.6
Turkey 1994 TUA 19.7 205 10.3
Ireland 1997 IR97 16.8 17.3 11.6
Canada 1994  CN94 15.5 14.3 12.3
Austraia 1997  AS97 12.6 1.3 12.6
Greece 1994  GR94 12.3 131 10.8
Spain 1990  SP90 12.3 13.7 10.6
Germany 1994 GE%4 10.7 10.5 11.9
Hungary 1994  HU94 10.3 10.3 11.4
Poland 1992 PL92 84 8.1 11.0
France 1994 FR94 7.9 8.3 115
Netherlands 1994  NL94 7.7 8.1 115
Czech Republic 1996 CZ96 5.9 6.2 116
Denmark 1992 DK92 51 4.5 12.8
L uxembourg 1994 LX94 4.5 55 11.2
Belgium 1992 BE92 4.4 4.5 11.6
Finland 1995 FI95 4.3 4.2 12.2
Norway 1995 NW95 3.9 3.3 12.7
Sweden 1995  SW95 2.6 2.0 13.8

The last column, in turn, shows what poverty rates would be if the
household-type specific poverty rates were the same in each country but each
country retained its share of lone-parent children. The difference between this
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counter-factual rate and and the actual one reflects the importance of differences
in household-type specific poverty rates.

Equalizing the share of children in lone parent families, as in the fifth
column (*Common share”) affects very little the child poverty ranking, where as
equalizing the househol d-type specific poverty rates, asin the last column, getsrid
of amost al the variation in poverty rates. It appears that no large role can be
attributed to variations in the share of lone parents to the variation in overall child
poverty rates across countries.

It follows that policies directed at reducing lone parenthood will not be
very effective in reducing child poverty. Efforts to improve upon the living
standards of children in lone parent households, by contrast, show much more
scope for allowing child poverty to be be reduced.

8. Relative child poverty before and after taxesand transfers

A common way of examining the impact of the public sector on child
poverty is to measure poverty based on market income only, before taxes are
deducted and transfers added, and disposable income, after the public sector
Income sources have been accounted for.

Table 8 and Figure 7 show the proportion of children who have market
income and disposable income less than one half of adjusted median disposable
income. The scatter plot divides the market income - disposable income child
poverty plane into regions according to the percentage reduction in poverty on
moving from market to disposable income poverty. The lowest of the lines
running from south-west to north-east shows the case where disposable income
poverty is reduced to more than 75 percent of market income poverty, followed by
the region where poverty is reduced to 50 and 25 percent from what it would be
under the counter-factual assumption that there would be no taxes nor any
transfers and that the distribution of market income would remain the same.”

There is much variation in the extent to which the public sector, by this
definition, reduces poverty. Italy and the US are in the region where poverty is
reduced by less than 25 percent, whereas children in the Germany, Spain, Canada
and the United Kingdom have poverty rates based on disposable income that are
between 25 to 50 percent lower after the public sector has “intervened”’. Only
Belgium, Luxembourg, Sweden and Poland have poverty reductions in excess of
75 percent.

" See Bradbury & Jantti (1999) for a different analysis of the impact of the public sector on child
poverty.
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Table 8: Proportion of children below half of adjusted income before and after
taxes and transfers

Market income  Disposable income

Country Year LISid
poverty poverty

United States 1997 us97 26.7 224
Italy 1995 IT95 24.6 205
United Kingdom 1995 UK95 36.1 19.8
Canada 1994 CN94 24.6 155
Austraia 1997 AS97 28.1 12.6
Spain 1990 SP90 21.4 12.3
Germany 1994 GE94 16.8 10.7
Hungary 1994 HU94 38.1 10.3
Poland 1992 PL92 37.6 8.4
France 1994 FR94 28.7 7.9
Netherlands 1994 NL94 16 7.7
Denmark 1992 DK92 174 51
L uxembourg 1994 LX94 22.2 45
Belgium 1992 BE92 17.8 4.4
Finland 1995 FI95 16.4 4.3
Norway 1995 NW95 15.9 3.9
Sweden 1995 SW95 234 2.6
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Figure 7: Proportion of children below half of adjusted income before and after
taxes and transfers
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9. The poverty gap

The proportion of children with incomes less than the poverty line is a
simple and widely used index of poverty, but suffers from many well known
drawbacks.® One of them isthat it is insensitive to the depth of poverty. A society
with a specific fraction of children just below the poverty line will be viewed as
having the same extent of poverty as one with the same fraction children in
poverty, but where the children have next to no resources available to them.
Clearly it isimportant to know how poor the poor are.

One way to assess this is to examine the average extent of poverty, as
measured by the average distance of poor children's incomes from the poverty line.
In order to give an idea of how expensive a problem child poverty is in the

8 See Sen (1976) for a classical formulation. For a defense of the current use of the use of the
head-count ratio, see Bradbury & Jantti (1999).
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economies that are examined here, Figures 8 and 9 show the aggregate poverty

gap, i.e., the sum total of all poor children'sincome shortfall from the poverty line,

relative to aggregate market income against GNP per capita and relative child

poverty. Specifically, we calculate

Poverty gap as % market income 199 2wy <) x(2- ) )
Aggragate Mar ket Income

where w is the number of children in the sample household times its sampling

weight, is the poverty line, 1() istheindicator function ,taking the value of

one when the condition that is its argument is true, is the sample size and

is equivalent disposable income.

Figure 8: Poverty gap (% of PPP market income) and PPP GNP p.c.
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Figure 9: Poverty gap (% of PPP market income) and relative child poverty
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The aggregate poverty gap as a percentage of market income ranges from
above 6 percent in Italy to about .3 percent in Sweden. The scatter plot of the gap
against average income does not suggest any systematize relationship between the
two. The two richest countries, Luxembourg and the US, are among those with the
lowest and the highest poverty gaps, respectively. The group of countries in the
middle of the distribution across countries of GNP p.c. also displays close to the
full range of this measure of the extent and depth of child poverty.

Figure 9 shows the aggregate poverty gap as a percentage of aggregate
market income plotted against the relative child poverty rates. The association of
these two indicators of child well being (or rather lack thereof) is close but not
perfect. The association tends to become more dispersed the higher the level of
child poverty. For instance, the UK and Italy both have close to one out of every
five children in poverty. In the UK, the aggregate income shortfall of poor
children from the poverty line is around 3.5 percent of aggregate GNP, while in
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Italy the shortfall exceeds 6 percent. This suggests two things: that poor children
are less poor in the UK than in Italy and that it would require fewer resources in
the UK than in Italy to close the poverty gap altogether.

10. Concluding comments

This paper has explored various dimensions of child poverty, as measured
by the child's household having equivalent disposable family income less than (a
few different) poverty lines, and contrasted these with overall poverty, inequality
and income level. While no attempt has been made to explain poverty levels, the
role of family structure, an obvious starting point for accounts of differences in
child poverty across nations, was explored to some extent. We aso briefly
examined the extent to which the public sector affects child poverty and how the
cost of reducing child poverty varies across countries.

It would be useful to understand the determinants of child poverty. It
should be noted, however, that such an understanding often comes at the expense
of losing sight of the phenomenon that prompted the interest in the first place. In
particular, since the livelihood of children mostly depends on the labour income of
their parents, child poverty determinants are often sought among what affects the
labour force behaviour and human capital formation of adults. Such insights are of
course welcome, but given the complexity of even the fairly narrow,
income-based view of child poverty empirically explored in this paper, it would
appear that those insights may filter only slowly to the policy issue at hand, the
prevalence of child poverty in rich nations.

However, research and policy reform within particular countries have
shown several ways in which the lot of children can be improved (Cornia &
Danziger, 1997). The Nordic countries have comprehensive family-policy
packages aimed at supporting families with children (Forssén, 1998; Wennemo,
1994). Developments in the 1990s, in part in response to increasing child poverty,
include the Earned Income Tax Credit in the United States Scholz (1994) and the
Working Family Tax Credit in the United Kingdom. Broad snapshots of child
poverty in many countries, such as that given here, serves to place the living
standards of children in a broader context and can point at factors associated with
cross-country differences. Detailed country- and group-specific studies are needed
to more fully understand how public policy can improve the living standards of
children.
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