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Abstract

Comparative analysis of poverty dynamics—incidence, transitions, and
persistence—can yield important insights about the nature of poverty and the
effectiveness of alternative policy responses. This manuscript compares poverty
dynamicsin four advanced industrial countries (Canada, unified Germany, Great Britain,
and the United States) for overlapping six-year periods in the 1990s. The dataindicate
that poverty persistenceis higher in North Americathan in Europe; for example, despite
high incidence, poverty in Great Britain isrelatively transitory. Most poverty transitions,
and the prevalence of chronic poverty, are associated with employment instability and
family dissolution in al four countries. The results also suggest that differencesin social
policy are crucial for the observed differencesin poverty incidence and persistence
between Europe and North America
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“Thelnsand Outsof Poverty in Advanced Economies. Poverty
Dynamicsin Canada, Germany, Great Britain, and the United States.”

1. Introduction

Inequality in market income increased in many industrialized countriesin the
1980s and 1990s (Forster 2000, Gottschalk and Smeeding 2000, Smeeding 2000). Much
of the growing interest in cross-country comparisons of income inequality has centered
on families at the bottom end of the income distribution—those in poverty—because they
face the greatest challenges for maintaining a socially acceptable living standard and they
account for a substantial share of government program costs.

Cross-country poverty comparisons mostly have focused on poverty rates at a
point in time or trends over time (e.g. Biewen and Jenkins 2002, Blackburn 1998, Jantti
and Danziger 2000, Smeeding et al. 2000). Often an additional focusis on the impact of
government social-welfare policies on poverty, with the intent being to aid the
development of effective anti-poverty strategies. To fully understand poverty from a
socio-economic and policy perspective, however, it isimportant to move beyond static
comparisons of cross-section poverty by analyzing the dynamics of poverty. “Poverty
dynamics’ refersto the poverty flow patterns—transitions and persistence—that underlie
the observed poverty rate at a point in time.

This manuscript updates and extends existing comparative work on poverty
dynamics in advanced economies, focusing on Canada, Germany, Great Britain, and the
United States. The data are from the Cross National Equivalent Files, which provide

nationally representative panels that have been extensively analyzed and processed to
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enhance the comparability of variable definitions and content (Burkhauser et al. 2001).
From these data, overlapping 6-year panels from the 1990s are formed for each country
and are used to analyze poverty dynamics and the role of related characteristics such as
family structure and work status, for individuals in households with working-age heads.
Poverty is measured in relative terms using income both before and after the impact of
government tax and transfer policies. In addition, standard headcounts of individuals
whose annual equivalent household income falls below the poverty threshold are
supplemented by a measure of chronic poverty, which relies on longer-term income flows
(Rodgers and Rodgers 1993). Relative to existing research, the primary contributions of
thisanalysis are the use of harmonized data for four advanced industrial economiesin
North Americaand Europe, direct examination of the impact of government tax and
transfer policies, and the use of regression analyses as well as descriptive analyses of the
impact of family structure and employment status on poverty transitions and persistence.
Section 2 provides a brief review of existing comparative analyses of poverty
incidence and dynamics, followed by a description of the data and key definitionsin
Section 3. Section 4 presents descriptive results for poverty transitions and duration,
while Section 5 introduces and discusses results from corresponding logit regression
analyses. Section 6 summarizes the results and briefly discusses their policy
implications. The results reveal widespread similarities in the pattern and causes of
poverty transitions and persistence across countries, although the picture that emerges
suggests longer and more concentrated poverty in North Americathan in Europe.

Compared with other countriesin the sample, in the United States the burden of poverty



falls heavily on afew high risk groups and is relatively unaffected by government tax and

transfer policies.

2. Cross-Country Poverty Comparisons

Rising income inequality in advanced economies over the past few decades, and
itsimplications for poverty, have been the subject of alarge and growing body of
research. Although this research typically focuses on the experiences of individual
countries, comparative analyses are likely to be especially useful for policy design.
Many advanced industrial countries have experienced similar trendsin regard to key
poverty determinants, such as earnings inequality and family structure, but not in regard
to the extent and patterns of poverty. As such, cross-country poverty comparisons can
provide unique insights into the role of economic and institutional influences on poverty
outcomes.

Until the late 1980s, the lack of harmonized cross-country data sources largely
precluded comparative studies of income inequality and poverty. Since then, several data
sources have been developed that provide relatively consistent measurement of income
and other variables across countries. The largest of these is the Luxembourg Income
Study (L1S), which has provided harmonized data for a growing number of countries
(now 25) since about the mid-1980s. The LIS has been used extensively to assess
comparative developments in income inequality, poverty, and living standards (for
example, Blackburn 1998, Osberg 2000, Smeeding 2000).

The LIS data are based on static cross-sections, but the analysis of poverty

dynamics requires panel datathat follows individuals and families over time. The U.S.



Panel Study of Income Dynamics (PSID) has been available for this purpose since the
early 1980s; subsequently, similar data sets have been developed for other countries.
Reliable comparisons across countries, however, require that key variables be based on
harmonized definitions and measurement. One approach to doing so isto design a multi-
country household panel survey. A recent example isthe European Community
Household Panel (ECHP), administered in 15 European countries during the years 1994-
2001. ECHP datafor the years 1994-1996 were used in a recent comparative study of
poverty dynamics (OECD 2001), but these data are costly to analyze and do not extend to
North America. An aternative approach isto take existing household panel surveys and
form comparable income and related variables. Thisisthe approach taken in the Cross-
National Equivalent Files (CNEF).

The CNEF provides multi-year household panel data from the 1980s and 1990s
for four advanced industrial countries. Canada, Germany, Great Britain, and the United
States. These four countries provide a useful set of comparisonsin regard to poverty.*
They are at similar levels of economic development and in general have faced asimilar
set of socio-economic factors—such as rising returns to skill and changesin family
structure—that contributed to rising inequality in earnings and family income (for
example, see the various contributionsin McFate, Lawson, and Wilson 1995 regarding
changes during the 1980s). However, these four countries have faced a different and
changing set of ingtitutional influences in the 1980s and 1990s, which had different

impacts on income inequality and poverty in each. Theseinstitutional changes include

! The underlying national panels have been used for studies of poverty dynamicsin these
countries separately, and for limited cross-country comparisons; for example, see Jenkins and
Rigg (2001) for Great Britain, Stevens (1999) for the United States, and Jenkins and Schluter
(2003) for a comparison of child poverty in Britain and Germany.
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reduced reliance on the welfare state in Great Britain and the United States, more precise
targeting of income transfers in Canada, and the merger between the former East and
West Germany in 1989.

The combination of shared economic determinants but differing political and
institutional factors provides arich environment for comparing trends in inequality and
poverty. Most comparative studies of income inequality and poverty have found that the
United States and Great Britain saw the largest increases in poverty and inequality during
the 1980s, and that the relatively weak social safety net in the United Statesis akey
reason for higher poverty rates in the United States than in other countries. Such findings
are based largely on comparison of poverty rates at a point in time. However, the
contribution of underlying determinants of cross-section poverty rates to poverty
incidence and persistence is not well understood, suggesting the need for comparative
studies of poverty dynamics.

The analysis of poverty dynamics relates conceptually and methodologically to
the analysis of unemployment durations (Clark and Summers 1979, Akerlof and Main
1981). To better distinguish between short-term and long-term unemployment, this
literature relied on duration-weighted measures of unemployment experience and
identified “spurious’ unemployment transitions that do not necessarily represent atrue
change in unemployment status (e.g., movements from unemployed to out-of-labor-force
status due to discouragement).

Bane and Ellwood (1986) and Stevens (1999) implemented similar conceptsin
regard to poverty duration, by examining duration-wei ghted measures of poverty

experience and the incidence of multiple poverty spells. The extent to which the poverty



population consists of a large number of individuals who experience limited timein
poverty, or asmall number who face prolonged periods of low income, has important
implications for the burden of poverty and the targeting and financing of transfer
programs. Similarly, an understanding of the factors that determine poverty transitionsis
likely to enhance the impact and cost-effectiveness of anti-poverty programs. For
example, the contribution of adverse events such asjob loss and family dissolution to
poverty transitions determines the relative weight that should be placed on economic and
social policiesto reduce the incidence of these events, as opposed to policies aimed at
income maintenance for the poverty population.

Despite the potential importance of poverty dynamics for policy formulation
(Burkhauser 2001, Burkhauser and Smeeding 2000), it has been the focus of only limited
research in a comparative setting, probably due to data constraints. The comparative
poverty chapter from the recent Handbook of Income Distribution Vol. 1 (Jantti and
Danziger 2000) lists only 3 or 4 separate studies of poverty dynamics, the most ambitious
of which were written by alengthy list of scholars from the countries analyzed (Duncan
et al. 1993, 1995). Subsequent studies include work done at the OECD (Oxley et al.
2000, OECD 2001) and several studies of the dynamics of child poverty (notably
Bradbury, Jenkins, and Micklewright 2001, Jenkins and Schluter 2003). Relativeto
existing work, the primary contributions of the current paper include: (1) reliance on
harmonized datafor a set of countries that are reasonably comparable in regard to
economic size and status but represent interesting comparisons along geographic and
political economy lines; (2) examination of the entire population of individualsin

households with working-age heads; (3) direct assessment of the impact of government



tax and transfer policies; and (4) analysis of the impact of family characteristics and
employment status on poverty transitions and persistence in a conditional (regression-

based) framework as well as the unconditional framework used in most past research.

3. Data and Definitions

The data used in this study are from the Cross-National Equivaent Files (CNEF),
prepared at Cornell University (Burkhauser et a. 2001). Thesefilesinclude datafrom
nationally representative household panels for four countries: the Canadian Survey of
Labor and Income Dynamics (SLID), the German Socio-Economic Panel (GSOEP), the
British Household Panel Survey (BHPS), and the United States Panel Study of Income
Dynamics (PSID). The German sample includes observations from the former East
Germany and an oversample of foreign-born guest workers (and their families).? The
United States sample includes an oversample of low-income households. Appropriate
cross-section and longitudinal weights are employed to ensure that the analysis samples
are representative of the population. For maximum comparability across sample
definition and years, 6-year panels were constructed for each country: income years
1993-1998 for Canada and income years 1991-1996 for Germany, Great Britain, and the

United States.® For each country, the sample was restricted to individuals from

% Househol ds from the former East Germany were included in the GSOEP as of the 1990 survey
(1989 income year), although income data for these househol ds were not recorded until the 1992
survey.

% Data are from the February 2004 CNEF release. At thistime, the complete CNEF panels
include income years 1983-2001 for Germany, 1990-2000 for Great Britain, and 1979-1996,
1998, and 2000 for the United States (after income year 1996, the PSID adopted abiennial
sampling scheme). Longitudinal analyses with the Canadian SLID are limited to 6 years, which
is the maximum number of years that individuals remain in the panel; these data are only
available beginning inincome year 1993. These data constraints, and a desire for comparable
panels, dictated the selection of overlapping 6-year panels for the 1990s. Compared with the
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households with a working-age head (age 64 and under), due to the sharp differencesin
income dynamics and the structure of government transfers for the elderly versus the rest
of the population in most countries.* In addition, child poverty dynamics was not
examined separately, athough children are included in the samples of individuals used to
analyze overal| trends in poverty dynamics.”

The CNEF files provide data on total household income. One advantage of the
CNEF dataisthe provision of harmonized measures of household income before and
after the impact of the complete government tax-and-transfer system in each country. In
the anal yses bel ow, these two income measures are referred to as “market income” and
“ disposable income.”®

Although the household is the unit of measurement for income, we examine
poverty dynamics for individuals. This requires the translation of household income to
an individual measure, or “equivalent income.” To account for economies of scalein

intra-household consumption, thisis defined as total household income divided by the

square root of household size.” The poverty threshold is set at the level of equivalent

aternative Canadian panel (the Longitudina Administrative Database, or LAD) used by Finnie
and Sweetman (2002), the SLID panel is smaller and covers a shorter period, but it provides
information on key job characteristics used below for the analysis of poverty transitions.

* For example, Germany relies heavily on public pensions for support of senior citizens, which
greatly affects analysis of the impact of government transfers on income poverty.

> The examination of child poverty can be especially informative in regard to the effects of
government programs on poverty, as many programs target low-income families with children. A
separate analysis of child poverty dynamics is beyond the scope of this study, although the
regression results reported in Section 5 are relevant. See also OECD (2001) for some findings on
child poverty dynamics and Bradbury, Jenkins, and Micklewright (2001) for more extensive
analyses.

® Market income is the sum of total family income from labor earnings, asset flows, private
transfers, and private pensions. Disposable income adds public transfers and pensions to market
income and subtracts estimated tax payments. See Lillard (2004) for additional details.

" The square-root transformation is most commonly used:; for equivalence scales that treat adults
and childrenidentically, it lies at the midpoint of the range of assumptions regarding economies
of scalein consumption. Past cross-country poverty studies have found that the comparative
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disposable household income equal to 50 percent of the median value for each country in
each year, and individuals are counted as being in poverty if their equivalent income
(market or disposable) falls below that level. The resulting poverty measure is relative
rather than absolute—i.e., it does not correspond to an economically meaningful
definition of subsistence or impoverishment that is shared across the countries in our
sample. Instead, poverty status is measured by relative deprivation within countries.
Given the potentially adverse social consequences of relative deprivation, and the
difficulties inherent in defining and measuring a common consumption-based income
threshold across countries, the relative poverty approach is commonly used in cross-
country poverty comparisons.®

The use of arelative threshold leads to higher relative poverty ratesin high-
income countries than would an absolute threshold. However, analyses using absolute
poverty scales adjusted for purchasing power parity suggest that although the British
poverty rate risesto alevel above that in the United States when an absolute poverty
threshold is used, the relative poverty positions of the four countriesin our sample
otherwise are unchanged (Smeeding et al. 2000). On the other hand, in the United States
tax and transfer payments are more closely tied to the official government poverty

threshold than to the relative threshold used here. This may bias the assessment of the

results are relatively insensitive to the exact equivalence scale chosen (see e.g. OECD 2001,
Annex 2.B).

8Although the 50 percent cutoff is commonly employed, other studies and some government
agencies have used poverty lines set at 40 percent or 60 percent of median income (for example,
the European statistical agency Eurostat usesthe latter). In general, the results of comparative
studies are not sensitive to these threshold differences (e.g. OECD 2001). However, additional
tabulations using the CNEF data (not reported) and resultsin Smeeding et al.(2000) indicate that
the British income distribution is unusually dense between 40 and 50 percent of the median,
which implies that the relative British poverty rate falls when the threshold is set at 40 percent
rather than 50 percent.



impact of tax and transfer policies on poverty by systematically understating their impact
in the United States. To account for this potential bias, results based on the official U.S.
poverty threshold aso are presented.

An additional measurement issue relates to the period used to define poverty-level
income. A yearly accounting period may be too short to identify the true degree of
poverty persistence. In particular, asis common with threshold concepts, some
movements above and below the threshold represent changesin income and living
standards that are too small to be economically meaningful.® Duncan et al. (1995) and
others have handled this problem by restricting poverty transitions to those that involve
an income change of at least 20 percent.

A more formal approach was suggested by Rodgers and Rodgers (1993). They
noted that by ignoring the degree to which income lies above or below the poverty
threshold, studies that analyze the duration of poverty are likely to underestimate the
permanence of low living standards. Assuming that borrowing and saving can occur at a
prevailing discount rate, they proposed a measure of poverty status that relies on
permanent income, or maximum sustainable consumption, relative to permanent needs
over multi-year periods. They found that their method increased the measured severity of
chronic poverty and revealed an increase in the share of chronic versus transitory poverty
in the United States between the late 1970s and early 1980s.

A simplified variant of Rodgers and Rodgers' measure, referred to as “average-

income poverty,” isused below. Thisvariable takesthe value 1 if average yearly

® Conversely, because social assistance istied to income flows over periods shorter than a month
in some countries (for example, Great Britain), a yearly measurement period may be too long to
capture some short-term movements in income and poverty status that are relevant to social
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equivalent income over the six-year sample frame falls below the average poverty
threshold for the same period, and the value O otherwise. Duncan and Rodgers (1991),
Hill and Jenkins (2001), and the OECD (2001) also used this measure; it corresponds to
the special case of Rodgers and Rodgers' measure with the discount rate set to zero.™°
This measure accounts for long-term income profiles as well as the severity of poverty in
agiven year (the numerical shortfall of income relative to poverty line), and it eliminates
the influence of poverty transitions that reflect small income changes that are
unaccompanied by a meaningful change in economic status.

Before turning to the detailed results regarding poverty dynamics, Table 1
provides yearly descriptive statistics for the 6-year panels. For each country and year, the
table lists the poverty rates based on market and disposable income, along with the
median and standard deviation for the distribution of disposable income (household total,
in nominal domestic currency). In thisand all tables below, the poverty threshold for
market income and disposable income are both set at 50 percent of the median value of
equivalent disposable income. Thus, the comparison of market and disposable poverty
provides some indication of the impact of government taxes and transfers on the money
income of households around a fixed point in the income distribution. These four

countriesin general saw relatively constant poverty rates in the 1990s, with the primary

policy. Household panel data sets such as those used here typically provide dataon yearly
income only, thereby precluding analysis of shorter-term poverty dynamics.

19 The assumption of azero interest rate has little impact on the specific results obtained in the
present setting, and in any case the proper discount rateis unclear. For example, the discount rate
perhaps should not be applied symmetrically to a shortfall or excess of income relative to the
poverty line, since poor families often are liquidity constrained or may have preferences over the
timing of income receipt (Jantti and Danzier 2000, p. 323). Moreover, some events may preclude
inter-year income transfers within households. These considerations suggest that Rodgers and
Rodgers' (1993) measure, and the simplified variant used here, may understate the true burden of
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exceptions of rising market income poverty in Germany and a sharp increase in both

poverty ratesin the United States between 1995 and 1996."*

4. Descriptive Analyses

4.1. Poverty Rates

To provide a basic sense of how poverty incidence and persistence vary across
countries, Table 2 lists average annual poverty rates, the percentage of individuals ever
poor, and the prevalence of continuous and chronic poverty (the percentage who are
always poor or average-income poor). Interms of disposable (post tax and transfer)
income and the relative poverty threshold, Germany has the lowest annual poverty rate
and the United States the highest, with Canada and Great Britain in the middle; the spread
iswide, with arate in the United States nearly twice that in Germany. The spread in
annual poverty rates is much narrower for market income than disposable income. The
wider gap across countries for disposable income poverty than market income poverty
reflects substantial variation in the impact of the tax and transfer system across these
countries, with an especially small impact in the United States. taxes and transfers
reduce the annual poverty rate by just over one percentage point there, compared with six
to eight percentage pointsin the other countries.

The cross-country rankings and spread between the highest and lowest poverty

ratesis similar for the other measures of poverty in the table aswell. Poverty incidence

chronic poverty. Nevertheless, it will do a better job of measuring chronic poverty than spell
data, which entirely ignores the shortfall or excess of income relative to the poverty line.

" This abrupt measured increase in the U.S. poverty rate based on PSID data conflicts with an
official U.S. poverty rate that was relatively flat between 1995 and 1996 (based on yearly income
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and the prevalence of continuous and chronic poverty generally are highest in the United
States and lowest in Germany, with Canada and Great Britain generally in between.
There are notable exceptions, however, suggesting that annual poverty rates alone are not
adequate indicators for comparing poverty experiences across countries. Compared with
itsannual poverty rate, Great Britain has alow incidence of individuals always poor or
chronically poor, suggesting relative low poverty persistence in Great Britain.
Conversely, relative to the percentage of individuals ever poor (poverty incidence),
Canada has a high share of individuals always poor or chronically poor, to an extent that
iscloseto that in the United States. In the United States, the comparison of market
income poverty and disposable income poverty reveals that the tax and transfer system
had little impact on poverty incidence or the prevalence of continuous and chronic
poverty.

As noted earlier, however, reliance on arelative poverty threshold may lead to an
understatement of the impact of the United States tax and transfer system on poverty, due
to the policy focus on the official national poverty threshold rather than the relative
poverty threshold used here. To investigate this possibility, Table 2 and selected
subsequent tables list poverty tabulations based on the official poverty threshold for the
United States.® The U.S. tax and transfer system has alarger impact on poverty based

on the official threshold than on the relative threshold; using the official threshold,

data from the Current Population Survey). As has been evident for anomaliesin past releases of
PSID data, this divergence may be eliminated after further data cleaning in future releases.

12 Using the official threshold, individuals are identified as being in poverty if their equivalent
household income (market or disposable) lies below the poverty threshold for a single-person
family. This represents an approximation, asthe official U.S. poverty thresholds differ according
to family size and composition. However, the approximation is minor, as the implied equivalence
scale for the official U.S. poverty threshold is very close to the square root scale used here
(Ruggles 1990).
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poverty rates based on the disposable income measure are all noticeably lower those
based on the market income measure. Nevertheless, the poverty-reducing impact of taxes
and transfers remains smaller in the United States than in the other three countries.

Table 3 sheds additional light on poverty dynamics by listing poverty entry and
exit rates and mean duration of poverty spells (completed or incomplete). The lower
poverty rates in Germany than elsewhere, identified in Table 2, are largely due to lower
poverty entry rates there, although the exit rate based on disposable income is higher in
Germany than in Canada or the United States. The relatively transitory nature of British
poverty and relatively persistent nature of Canadian poverty identified in Table 2 also can
beseenin Table 3. In particular, Great Britain has relatively high entry and exit ratesto
and from poverty and arelatively low average duration of poverty, while Canada has
relatively low exit rates and high mean duration. Use of the official U.S. poverty
thresholds reduces the rate of measured poverty entries, with only a small impact on
poverty exits.

The relatively low poverty persistence in Germany and Great Britain, and
relatively high persistence in Canadain the United States, can be seenin Table 4 aswell.
The left panel lists the share of total poverty spellsthat fall into the three duration
categories shown. Focusing on poverty durations based on the disposable income
measure, in each country about 75 to 80 percent of all spellslast 1-2 years. To get a
better sense of how widely the burden of poverty is born, however, one should examine
the share of total yearsin poverty attributable to spells of varying durations, as displayed

in the right panel of Table 4.2 In Canadaand the United States, based on the disposable

3 This concept was introduced by Bane and Ellwood (1986) and is closely related to Akerlof and
Main's (1981) experience-weighted measure of unemployment duration.
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income measure over 35 percent of all time spent in poverty was spent in spells of 5-6
years. The corresponding sharesin Germany and Great Britain are about 10-20
percentage points lower, suggesting that poverty durations in general are shorter in those
countries.

It is perhaps somewhat surprising to discover that Canada exhibits poverty
persistence similar to that in the United States (Tables 2-4). Thisfinding conflictsto
some degree with Blank and Hanratty’ s (1993) findings regarding large poverty-reducing
impacts of Canadian social policy, but it is consistent with Duncan et a’ s (1995) findings
regarding high poverty rates and lengthy poverty durations in the United States and

Canada compared with European countries.™*
4.2. Explanatory Factors

An assessment of factors associated with poverty transitions and persistenceis
critical for understanding the broad economic and policy implications of the basic
patterns identified in the preceding section. In the remainder of the paper, the focusison
disposable income poverty, to keep the analysis manageable and to direct attention to the
income and spending patterns actually experienced by the population in each country (the
impact of government taxes and transfers is examined directly in some of the analyses
below). The key explanatory factors examined are family relationships within the
household and employment status, which have been the focus of past work, along with

selected related factors such as the household head’ s educational attainment.

4 Dinardo and Lemieux (1997) found that despite asmaller increase in earnings inequality in
Canadathan inthe U.S. during the 1980s, earnings gaps in the bottom half of the distribution
(e.g., the 10-50 percentile difference) increased by a similar amount in the two countries.
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Figures 1-3 display the impact of selected household characteristics on the
probabilities of poverty incidence and long-term poverty. Using household
characteristics measured in the first year of the panel, each bar represents the ratio of the
group share of the poverty population relative to their share of the total population; a
value above 1 in each case indicates that the group faces an above-average risk of
poverty. The exact tabulations underlying Figures 1-3, along with additional detail, are
listed in Appendix Table A.

The figures show that the profile of households facing high poverty risksis
similar in the four countries, with some exceptions. In Figure 1, households comprised of
asingle adult with children face high probabilities of experiencing poverty at least once
during the six-year sample frame, especially in Canada and Germany (left panel). Single
parents and their children also face by far the greatest risk of average-income poverty
(right panel) of the four family types listed; in Great Britain and the United States, thisis
the only family type whose share of the poverty population is greater than their overall
population share. Figure 2 shows that although households headed by an individual with
low education face elevated poverty risks in Canada, Germany, and the United States,
their risk of average-income poverty is especially high in the United States.™> By
contrast, in Canada such households face only dlighter higher poverty risks than
households whose head has at |east a high-school education. Finally, Figure 3 shows that
households with no workers in the panel base year face very high poverty risks,

especially for average-income poverty. Indeed, in al four countries, households with one

1> Data on educational attainment are not available in the BHPS-CNEF panel. Thethree
educational categories used represent educational attainment greater than, equal to, or less than
high school (see Lillard 2004 for additional details regarding the German education variables).
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or more workers constitute a smaller share of the poverty population than the total
popul ation.

Despite the high poverty risks for population sub-groups such as those identified
above, these groups can nonethel ess constitute a small share of the population of concern
for anti-poverty programs. For example, persons living in female-headed and single-
parent households are everywhere a minority of the poverty population, despite facing
elevated risks (see Appendix Table A for the complete set of tabulations). Consequently,
in targeting anti-poverty measures it isimportant not to focus exclusively on "high-risk"
populations. Households with a male head and those with one or more workers do not
show up among the high-risk groups, yet they account for the majority of the average-
income poor population in each of these countries.

On the other hand, members of low -risk groups may enter poverty by acquiring a
characteristic associated with high-risk groups. This suggests the importance of
examining events associated with poverty transitions, which has been the focus of
previous studies aswell. These results are contained in Tables5-7. Table 5 focuses first
on events related to family relationships or structure within the household. These are
important in each country, being associated with about 40 percent or more of all poverty
entries and about 25 percent to nearly 40 percent of exits. Despite oft-cited concerns
about the correspondence between unstable families and poverty in the United States,
changesin family structure generally are related to fewer transitions there than in the
other countries examined (except for poverty exitsin Germany). Among the reasons for

changing family structure, changes in marital status are most frequently associated with
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poverty transitions. In addition, poverty entries often are associated with the
establishment of a new household by an individual other than aformer head or spouse.

Table 6 displays the relationship between poverty transitions and changesin job
status and earnings. Of total poverty entries and exits, about 20 to 30 percent are
associated with changesin full-time work status of the household head or spouse, most
frequently for the head. The table also indicates the role of more general employment
and earnings instability (changes in months at work by the head and spouse, and changes
of at least 10 percent in family labor earnings).’® Compared with Germany and Great
Britain, poverty entriesin Canada and the United States are less frequently associated
with the loss of afull-time job and poverty exits are more frequently associated with an
increase in months worked.

Because household job loss can be due to family events such as divorce, Table 7
provides more insight on the respective roles of family and employment events by
combining the separate analyses from Tables 5 and 6. After first accounting for poverty
transitions associated with any change in family structure, the table then lists sequentially
the share of transitions associated with changes in the number of workers and changesin
primary sources of income (based on a mutually exclusive hierarchical ordering).
Among the four countries, changes in family structure are most commonly associated
with poverty transitionsin Canada. 1n the United States, an especially large share of

poverty transitions are associated with changes in earnings (conditional on the number of

18 1n the PSID data for the United States, data on hours worked are not available for individuals
other than the head and spouse after income year 1992. This necessitated the restriction of the
full-time work and months worked variables to the head and spouse for al countries, for
appropriate comparison. Family labor earnings, however, includes earnings of individuals other
than the head and spouse. As such, although the tabulations are defined consistently across the
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full-time workers), suggesting greater earnings instability for low-income families there
than in other countries. The results are quite ssimilar whether the relative poverty
threshold or the official U.S. poverty threshold isused. By contrast, government
transfers account for relatively large shares of poverty transitions in the other countries,
especially exits from poverty in Germany and Great Britain.

On net, the descriptive results presented in this section reveal important
differences in poverty dynamics across the four countries, with poverty being relatively
persistent in Canada and the United States, relatively infrequent in Germany, and
relatively fluid in Great Britain. Explanatory factors such as family structure and job
status, and changes therein, generally have similar implications for poverty dynamicsin
these countries. However, in comparative terms, poverty persistence and transitions are
closely related to educational attainment and earnings fluctuations in the United States,
family structure in Canada, and government tax and transfer policiesin Great Britain and

especialy Germany.

5. Regression Analyses of Transitions and Chronic Poverty

Although the previous section identified and discussed factors that appear to be
important determinants of poverty dynamics, the descriptive analyses cannot account for
simultaneous occurrence of relevant characteristics and events nor provide an accurate
assessment of the magnitude of their impacts. In this section, a quantitative assessment

of the impact of simultaneous factors on poverty transitions and persistence is performed

four countries, the contribution of earnings changes to poverty transitions is overstated somewhat
relative to the role of changesin full-time work and months worked.
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using alogit regression framework, again focusing on poverty measures based on
disposable income (as in the previous sub-section).

The outcomes analyzed are poverty entries, poverty exits, and the incidence of
average-income poverty. For entries and exits, the dependent and explanatory variables
are al 0-1 dummy variables. Asin the descriptive analysis of transitions, the regression
sample isformed from the “at-risk” population: poverty entry data points are calculated
from the pool of individuals not in poverty, poverty exit data points are calculated from
the pool of individuals in poverty, and the observations are pooled over the five pairs of
years that span each complete six-year panel.'” The explanatory variablesinclude
characteristics observed in the base year of each sequential pair of years and changesin
characteristics observed between the base year and the next year. The determinants of
average-income poverty are analyzed in asimilar manner. However, the dependent
variable is formed from income during the entire six-year panel; each sample individual
contributes only one observation, and the explanatory variables are limited to
characteristics observed in the first sample year.

This regression approach captures fewer of the complexities of poverty dynamics
than more complicated approaches used in recent analyses that focus on individual
countries. For example, in her analysis of PSID data, Stevens (1999) accounted for the
role of duration dependence and repeat spells of poverty through the use of a carefully
designed discrete hazard model. The six-year panels used here are too short and involve
too much censoring of poverty spells for reliable, informative estimation of such models.

Nonetheless, the ssmpler approach used here can yield important insights about covariate

Y The estimated standard errors from the regression are adjusted to account for the dependence
across multiple observations per individual .
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effects on poverty dynamics.*® In conjunction, analyses of poverty transitions and the
incidence of average-income poverty can provide useful information for researchers and
policy makers, by identifying the impact of characteristics and events that determine
poverty experiences and by depicting the popul ation most at risk of chronic poverty.
The results for the poverty transitions and chronic poverty regressions are listed in
Tables 8 through 10. In each table, the top row lists the mean value of the dependent
variable (in percentage terms).'® The explanatory variables are all dummy variables
taking on thevalue 0 or 1. Their regression effects are expressed in percentage terms
relative to the omitted categories listed in the table, based on a straightforward
transformation of the fitted probabilities across the entire sample.®® The means of the
explanatory variables are listed in the column directly to the right of the corresponding
coefficients, to help provide a clearer assessment of the relative magnitudes of the

covariate effects (for example, events that have a large impact as measured by the

'8 The findings of Stevens (1999) for the U.S. and Finnie and Sweetman (2003) for Canada
suggest that conditional on other observables, the probability of exiting poverty (duration
dependence) islargely flat after about 4 to 6 years.

19 These means of the entry, exit, and average-income poverty variables differ slightly from those
listed in Tables 2 and 3, due to the loss of some observations resulting from missing data on
explanatory variables (most frequently hours worked).

% The regression specification isy,=F(X,8), where i indexesindividuals, y is a0-1 dependent
variable, X; isavector of explanatory variable values, f is avector of estimated coefficients, and
the function F isthe logit function. With the subscript i suppressed for notational simplicity, the
probability effect of the coefficient b for element x; of X is calculated by summing over the entire
set of observations (of size N) asfollows:

%Z[F(Xﬂ+(l—xj)bj) —F (X B —xbj)]

Due to the nonlinearity of the logit model, this calculation yields different results than would the
fitted probabilities based on the means of the explanatory variables. For the results displayed in
Tables 8-10, the probability effects are obtained as weighted averages using the sampling weights
(rather than an unweighted average, which is displayed in the equation above for transparency).
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probability effect may be rare and therefore have a small overall impact on the dependent
variable). %

The resultsin Table 8 show large effects of various characteristics on the
probability of poverty entry. It isinformative to compare the coefficients to the mean
exit rates listed at the top of the table. For example, individuals in Canadian households
characterized by a single adult with children are 3.9 percentage points more likely to
enter poverty during a year than are individuals in households with two adults and no
children, implying nearly a doubling of the poverty risk relative to the sample base rate of
4.5 percent. More generdly, both the impact and incidence of characteristics related to
poverty entries are quite similar across the four countries. Among the exceptions are
head age: individualsin households with young heads (age<30) face a greater elevation
in therisk of poverty entry in Great Britain and the United States than in Canada and
Germany. In addition, educational attainment of the family head has arelatively large
impact on poverty entries in the United States, consistent with the descriptive results
displayed in Figure 2.

Among the events that contribute to poverty entries, in all countries divorce has
the largest impact, increasing the entry probability (relative to the sample mean) by a

factor of about four to six.?> However, the incidence of divorceislow compared with the

2 Due to the non-linearity of the logit model, the product of the probability effect and the variable
mean provides an imperfect but relatively consistent comparative indicator of the overall impact
of agiven explanatory variable on the dependent variable. The exact effects are easily calculated
but were omitted to conserve on table space (results available on request to the author).

%2 Using PSID and GSOEP data for the 1980s, Burkhauser et al. (1991) found alarger overall
impact of divorce on economic status in Germany than in the United States. The dightly lower
impact on poverty entries found here for Germany may be due to differences between American
and German socia palicy or policy changes between the 1980s and 1990s. Moreover, Table 8
indicates that the incidence of divorce in the non-poverty population is lower in Germany than in
the United States.
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loss of full-time jobs by the family head or spouse, which substantially increases the
likelihood of a poverty entry as well; given itsimpact on poverty entries and itsrelatively
high incidence, the loss of full-time work has the largest impact on poverty entries among
all the explanatory variablesin each country.?® Work instability, as measured by changes
in the number of months worked, is more frequent than loss of full-time work but has a
much smaller impact on poverty entries, especially in Germany, where itsimpact is
essentially zero.

Many of the results for the poverty exit regressions in Table 9 mirror the entry
resultsin Table 8. Increasesin full-time work and months worked by the head and
spouse substantially increase the probability of poverty exits; the effects are relatively
small for headsin the United States but large for wives. Marriage is acommon route out
of poverty, except in Germany. Other changesin family structure have little impact on
poverty exits, except in Canada, where they increase exits substantialy.

Table 9 aso contains some surprises regarding the determinants of poverty exits.
Individuals in households with young heads experience frequent poverty exitsin the
United States. Combined with their greater likelihood of entry in Table 8, the results
suggest that this group faces substantial income churning around the poverty linein that
country. Members of single adult families with children present face low probabilities of
poverty exits in Canada and especially the United States (with a statistically insignificant

effect in Great Britain). By contrast, such individuals are significantly more likely to exit

% In the British panel, the share of individualsin householdsin which neither the head nor spouse
works full-time is noticeably higher in Tables 8-10 than it isin the Appendix table. Auxiliary
tabulations revealed that this is due to an unusually high proportion of BHPS households in which
an individual other than the head or spouse works full time (recall that missing data on hours
worked necessitated restriction of the full-time work variable to head and spouse only in the panel
analyses and regressions; see footnote 16).
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poverty in Germany, perhaps due to a social policy focus on thisgroup. Individualsin
families with two workers enjoy high probabilities of poverty exits in Canada and
especially the United States, but they face low exit probabilities in Germany, suggesting
little upward mobility for two-earner families whose income already places them near the
bottom of the income distribution there.

Table 10 displays results for the determinants of average-income (chronic)
poverty. Theimpact of young headship is essentially zero in the United States, consistent
with the income churning implied by the transition resultsin Tables8 and 9. The
educational attainment of household heads has an especially large impact on chronic
poverty in the United States. low educational attainment nearly doubles the probability
of average-income poverty there. Individualsin single-head families with children face
high risks of chronic poverty. Thiseffect is much smaller in Germany than the other
countries, however, again suggesting (asin Table 9) that German social policy places
substantial emphasis on the well-being of this group. Finally, individualsin families with
no full-time workers are especially likely to experience chronic poverty, although the
effect is much larger in Canada and the United States than it isin Germany and Great
Britain.

To summarize, the regression analyses of poverty transitions and chronic poverty
reveal substantial similarities across the four countries, but important differences as well.
As expected, both work and marital status have large impacts on poverty statusin each
country. However, Germany’s socia welfare system appears to provide substantial anti-
poverty support for high risk populations, including single parents and their children and

individuals facing instability in months (hours) worked. Divorce and marriage are
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commonly associated with poverty transitions; the exception is that marriage is not
associated with poverty exitsin Germany, perhaps due to extensive public support for
single parents there. By contrast, single parents and their children face especially high
poverty risks in the United States, where educational attainment is an important poverty
determinant as well. Moreover, although full-time work status isimportant in all four
countries, its effects on poverty status—including chronic poverty—are especially large

in Canada and the United States

6. Conclusions

The analysesin this paper have compared the multi-year poverty experiences of
representative panels of individuals in Canada, Germany, Great Britain, and the United
States for six years during the 1990s. The results suggest that simple cross-country
comparisons of poverty rates at a point in time can mask important underlying variation
in the persistence of poverty. Poverty persistence generally increases with relative
poverty rates, although this relationship is not uniform; relative to their poverty
headcounts, poverty persistence is high in Canada and low in Great Britain. Most
poverty transitions, and the incidence of chronic poverty, are associated with employment
instability and family dissolution in al four countries, although a substantial share of
poverty is found among lower-risk populations aswell. Germany’s socia welfare
system appears to provide substantial anti-poverty support to high-risk populations,
especially single parents and their children. By contrast, in Canada and especialy the
United States, single parent families face high risks of prolonged poverty. Educationa

attainment is crucial in the United States as well, with high poverty persistence evident
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for members of households in which the head’ s educational attainment islow.
Households with young heads face elevated risks of chronic poverty in Germany and
Great Britain, but in the United States such households face low risks of chronic poverty
despite facing high rates of poverty incidence; this finding suggests that income
instability fals as families age in the United States.

Regarding policy, the results confirm widely-held beliefs about the key
contributions of family stability and work attachment for staying out of poverty in North
Americaand Europe. This suggests important roles for individual behavior aswell as
public policies that strengthen family stability and work attachment; child care subsidies
may be one example of such policies, enabling cash-strapped and time-strapped parents
to effectively balance work and home commitments. At the same time, extensive income
support and related social policies appear to have the expected effects of reducing overall
poverty incidence in Germany and chronic poverty in Great Britain. Policy makersin the
United States who are interested in reducing the burden of poverty may wish to examine
the policies of those countries more carefully, since in the United States the incidence of
working poverty is high and few families are lifted out of poverty through the existing
transfer system. Moreover, education plays acritical role in the United States, suggesting
that improved student access and commitment to education can serve as an important

poverty-reducing mechanism in that country.
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Figure 1: Relative risks of short and long-term poverty by family type®
(disposable income poverty)
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# Ratio of the group's share in poverty against its share in the total population.

Note: See Appendix Table A for underlying figures. Refers to six-year period from 1991-1996 (1993-1998 for
Canada). Average-income poor is defined by average income compared to the average poverty threshold over
the full sample period (see text). Characteristics measured in the first sample year.

Source: SLID for Canada; GSOEP for Germany; BHPS for Great Britain; PSID for the United States (all author's
calculations).
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Figure 2: Relative risks of short and long-term poverty,

by educational attainment of head®
(disposable income poverty)

(1 High B Medium I Low
Poor at least once Average-income poor
Canada
Germany
United
States
4 3 2 1 0 0 1 2 3 4

% Ratio of the group's share in poverty against its share in the total population.

Note: See Appendix Table A for underlying figures. Refers to six-year period from 1991-1996 (1993-1998
for Canada). Average-income poor is defined by average income compared to the average poverty
threshold over the full sample period (see text). Characteristics measured in the first sample year. Low
education is less than upper secondary education, middle is completed upper secondary education, high is
tertiary education (data not available for Great Britain).

Source: See Figure 1.
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Figure 3: Relative risks of short and long-term poverty
by family work attachment?®
(disposable income poverty)
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# Ratio of the group's share in poverty against its share in the total population.
Note: See Appendix Table A for underlying figures. Refers to six-year period from 1991-1996 (1993-1998 for
Canada). Average-income poor is defined by average income compared to the average poverty threshold over

the full sample period (see text). Characteristics measured in the first sample year.

Source: See Figure 1.
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Table 1: Poverty rates and household disposable income statistics

Panel A: Canada (1993-1998)

Market income

Disposable income

Median income

Standard Deviation

poverty rate poverty rate (disposable) (disposable)
Percentages
1993 19.1 116 42662 27016
1994 194 12.7 42481 27179
1995 19.3 12.3 43220 28080
1996 20.8 134 43740 30570
1997 19.8 13.0 45094 33449
1998 18.9 12.7 47119 35302
Panel B: Germany (1991-1996)
Market income Disposable income Medianincome  Standard Deviation
Poverty rate poverty rate (disposable) (disposable)
Percentages
1991 14.2 8.8 45684 29800
1992 15.2 8.9 48555 30096
1993 16.1 9.1 50422 31899
1994 17.0 9.7 50584 33247
1995 16.8 9.3 51229 32854
1996 18.1 9.0 53161 33170
Panel C: Great Britain (1991-1996)
Market income Disposable income Medianincome  Standard Deviation
Poverty rate poverty rate (disposable) (disposable)
Percentages
1991 18.8 13.8 16149 11212
1992 20.4 135 16941 10466
1993 20.3 13.9 17502 11194
1994 18.6 12.0 17864 13436
1995 18.8 135 18786 11663
1996 19.3 13.4 19409 12400
Panel D: United States (1991-1996)
Market income Disposable income Medianincome  Standard Deviation
Poverty rate poverty rate (disposable) (disposable)
Percentages
1991 17.2 16.3 31964 33000
1992 18.0 16.4 33093 30561
1993 18.8 17.3 31887 37178
1994 17.9 17.0 33332 35817
1995 17.2 15.9 34584 39144
1996 20.8 18.9 36613 38163

Note: Each poverty rate represents the percentage of individuals whose equivalent household incomeis
below 50% of the median equivalent household disposable income, calculated yearly. Income measured in

nominal domestic currencies.

Source: Cross-National Equivalent Files; SLID for Canada, GSOEP for Germany (includes former East
Germany for al income years), BHPS for Great Britain, and PSID for the United States (all author’s

calculations).
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Canada
Market income
Disposable income
Germany
Market income
Disposable income
Great Britain
Market income
Disposable income
United States
Market income
Disposable income

U.S. (official threshold)

Market income
Disposable income

& Number of persons present in all six waves of the panel data. The larger number of

Table 2: Poverty incidence and duration

Annual , Average-

Number of Povert Inpoverty at  Alwaysin income

Individuals® by least once poverty (chronic)

Rate c.d
poverty
Percentage

24093 19.5 32.7 8.0 14.5 (0.44)
24093 12.6 25.3 35 9.1(0.36)
9809 16.2 27.6 3.6 9.1(0.33)
9809 9.1 18.1 1.4 4.4 (0.24)
6436 194 325 31 9.7 (0.30)
6436 134 27.8 0.8 5.4 (0.19)
6687 18.3 30.7 55 12.2 (0.40)
6687 17.0 30.5 39 10.6 (0.35)
6687 15.0 25.7 4.1 8.8 (0.34)
6687 11.8 22.2 2.3 6.0 (0.27)

observations available in the six separate cross-sectional samples was used to cal culate annual

poverty rates.

® Each poverty rate represents the percentage of individuals whose equivalent household income
is below 50% of the median equivalent household disposable income, calcul ated yearly (unless
indicated otherwise). Therateis calculated separately for each sample year and then averaged.

¢ Percentage of the sample for whom average (equivalent) income over the six years falls below
the average poverty line over this period (see text).
4 Figures in parentheses show the ratio of the number of personsin chronic poverty to the number

of persons ever poor.

Source: See Table 1.



Table 3: Transition rates and mean duration

Annual Poverty Y early rate of Y early rate of

Rate® entry” exit® 5 Mean g
Percentages uration
Canada
Market income 195 51 24.4 31
Disposable income 12.6 4.5 31.9 2.6
Germany
Market income 16.2 4.9 26.9 24
Disposable income 9.1 31 42.0 19
Great Britain
Market income 194 5.6 35.0 2.2
Disposable income 134 51 50.1 18
United States
Market income 18.3 53 314 2.3
Disposable income 17.0 55 37.3 21
U.S. (official threshold)
Market income 15.0 4.3 32.8 2.3
Disposable income 11.8 3.9 41.7 2.0

®Each poverty rate represents the percentage of individuals whose equivalent household income
is below 50% of the median equivalent household disposable income, calcul ated yearly (unless
indicated otherwise). Therate is calculated separately for each sample year and then averaged.

® Number of persons entering poverty between t and t+1, as a share of the population not in
poverty in t, averaged over the period.

¢ Number of poor int who exit poverty in t+1, as a share of the population in poverty int,
averaged over the period.

4 Average length of observed (censored) poverty spells, in years.

Source; See Table 1.
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Table4: Poverty spell durationsfor personsever poor

Annual  Share of poverty spellslasting: Share ?f total years n poverty
or spellslasting:
Poverly 12 1-2
Rate® 3-4years 5-6years 3-4years 5-6 years
years years

Canada

Market income 195 725 14.0 135 27.8 20.6 51.6

Disposable income 12.6 o 14.0 8.3 37.6 24.8 37.6
Germany

Market income 16.2 65.1 19.0 159 35.2 27.0 37.9

Disposable income 9.1 76.5 145 9.1 48.0 25.3 26.7
Great Britain

Market income 194 69.1 18.1 127 40.0 21.7 32.3

Disposable income 134 80.8 14.6 4.6 57.7 275 14.8
United States

Market income 18.3 68.5 14.1 174 34.9 20.0 45.1

Disposable income 17.0 73.0 13.7 133 41.7 21.1 37.2
U.S. (officia threshold)

Market income 15.0 69.3 14.0 16.8 36.7 20.0 43.3

Disposable income 11.8 75.7 13.2 11.0 45.6 22.3 32.1

& Each poverty rate represents the percentage of individuals whose equivalent household income is below
50% of the median equivalent household disposable income, calculated yearly (unlessindicated otherwise).
Therateis calculated separately for each sample year and then averaged.

Source: See Table 1.
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Table5: Frequency of family-related events associated with poverty transitions

Canada
Germany
Great
Britain
United
States

Canada
Germany
Great
Britain
United
States

(disposable income poverty)

Entries
Percentage associated with:
Changein New More Less . Newly
o’;‘)gb:{. 8:15 family born members members ?%par;tégg established ChO;rf]ler%
vali sructureé®  child®  infamily® in family® v family' 9
4930 46.6 59 10 5.8 104 14.6 8.8
1327 40.4 3.4 2.7 6.3 16.6 9.5 19
1438 38.3 7.2 1.0 6.7 7.2 8.5 7.8
1786 374 6.1 4.3 4.3 14.7 49 3.2
Exits
Percentage associated with:
Changein New More Less Newly
o’;‘)gb:{. 8:15 family born members  members  Marriage”  established ChO;rfller%
vali sructure®  child®  infamily®  infamily? family 9
4877 38.2 2.8 4.3 5.2 12.3 24 11.3
1348 24.0 15 14 3.1 10.7 0.4 0.9
1572 29.8 4.2 2.9 3.3 9.8 0.8 8.9
1946 27.2 23 3.3 7.2 8.5 1.0 5.0

& For any of the listed reasons.

®No split, no change in marital status, same head, more children.

¢ No split, no change in marital status, same head, more members (same number or fewer children).
4 No split, no change in marital status, same head, fewer members.

¢ There is a spouse/partner (woman) in t-1 and not in t.

" Split of household and a child/other relative becomes head or spouse.

9There is a spouse/partner in the household in t and not in t-1.

Sources: See Table 1.
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Table6: Frequency of job-related events associated with poverty transitions
(disposableincome poverty)

Entries
Percentage associated with:
Number of Fewer Of which Fewer Of which Earnings  Other
observations  full-time | Head Spouse | monthsat Head Spouse decrease
workers workP by at least
10%°
Canada 4874 21.1 81.8 33.0 20.9 725 40.2 452 12.8
Germany 1310 244 80.6 28.8 11.3 74.6 29.6 541 10.3
Great Britain 1155 24.0 874 252 20.8 74.9 334 39.2 15.0
United States 1557 20.6 74.2 28.1 214 68.5 315 49.5 8.6
Exits
Percentage associated with:
Number of More Of which More Of which Earnings | Other
observations  full-time months at increase
workerst | Head  Spouse | 50 Head  Spouse by at least
10%°
Canada 5363 254 79.5 36.2 27.6 75.4 355 40.2 6.9
Germany 1417 234 817 24.2 174 84.8 184 43.7 155
Great Britain 1340 26.6 86.5 18.6 20.4 75.4 31.2 43.0 10.1
United States 1758 23.3 76.0 24.0 26.8 78.3 22.9 429 7.0

@ Full time defined as at least 1750 hours per year (head and spouse only).
® No change in the number of workers. Defined as annual hours worked having changed at least 160 in
the indicated direction (head and spouse only).

° No change in head and spouse full-time work or months worked (includes earnings changes for other
household members).

Sources: See Table 1.
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Table7: Frequency of family and job-related events associated with poverty transitions
(disposable income poverty)

Entries
Percentage of total entries associated with:
T gecrel | e
observalions g ire  workers | Eamings®  Transfers” othi?li ncgrr:1eb
Canada 4874 46.9 6.4 27.3 13.3 6.0 0.2
Germany 1310 38.8 10.4 311 145 5.0 0.3
Great Britain 1155 42.3 11.0 325 10.5 3.4 0.4
United States 1557 39.0 104 40.9 4.0 52 0.5
U.S. (officia 1155 39.5 9.4 40.8 4.4 5.7 0.3
threshold)
Exits
Percentage of total exits associated with:
Number of Change in M ore Largest increasein _
observations ;2:2;3;6 w(l)lr_lilerrnsea Earning®®  Transfers’ 0;?}2?' it?cgr?;jeb Other

Canada 5363 39.1 15.8 28.3 115 52 0.1
Germany 1417 24.4 14.2 32.2 24.2 4.7 0.3
Great Britain 1340 32.0 17.6 28.9 17.2 3.9 0.5
United States 1758 29.3 16.4 42.8 53 55 0.7
U.S. (officia 1327 30.0 16.1 42.6 53 5.7 0.3
threshold)

4 No changein family structure. Full time defined as at least 1750 hours per year (head and spouse only).
® No change in family structure or in full-time work by the head and spouse.

Sources: See Table 1.
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Table8: Determinants of Poverty Entries
(disposable income poverty)

Canada Germany Great Britain United States
(1994-1998) (1992-1996) (1992-1996) (1992-1996)
Entry Rate (%) 4.5 2.6 4.3 4.9
Probability | Mean |Probability Effeq Mean Probability Mean Probability Mean

Explanatory Variables Effect Effect Effect
Head Age (omitted = age 30-50)

Head < 30 0.9** 14.3 1.3** 134 2.3** 12.8 2.5%* 14.9

Head 51-65 -0.6** 17.2 -1.1%* 281 -1.5%* 229 0.3 14.9
Head Education (omitted = HS grad)

Low Education 0.5* 185 0.8** 13.9 N/A N/A 3.9+ 6.9

High Education -1.2%* 54.1 -1.5%* 21.6 N/A N/A -3.4x* 56.4
Individual Age (omitted = adult)

Child 0.9** 258 1.1** 20.7 1.4** 23.6 1.0%* 26.9
Family Type (omitted = 2 adults w/kids)

Single Adult 1.9** 59 1.8** 10.4 05 52 2.2+* 115

Adultsno Kids -0.5* 13.7 0.9** 14.6 -1.1* 19.0 -2.3+* 154

Single with Kids 3.9%* 83 2.2** 7.9 5.3** 6.7 5.8+* 10.0

Other Family Type 0.7* 6.2 -0.2 4.0 1.8* 24 05 23
Number of Workers (omitted = 1 worker)?

No Workers 7.2%* 21.9 6.9%* 17.0 6.2%* 274 6.0+* 10.8

Two Workers -2.7%* 229 -2.6%* 16.4 -3.5%* 19.9 -2.7x* 311
Decline in full-time work®

Less Work — Head 10.2** 7.2 8.2** 7.3 11.6** 9.2 8.3+ 5.8

Less Work — Spouse 5.5%* 6.4 5.7** 4.5 6.6%* 5.6 6.2+* 4.8
Decline in months worked®

Fewer months — Head 2.7** 15.1 0.0 13.8 2.6%* 14.6 1.0 13.0

Fewer months — Spouse 2.4%* 111 -0.6* 9.3 3.0%* 82 1.8%* 74
Changein family status

Divorce 15.0** 35 17.9** 2.0 17.5** 28 22.6+* 33

Other Family Change 2.0** 7.1 0.9* 05 -0.2 6.3 0.7 8.1
Log-likelihood -14935.5 -3841.5 -3901.2 -4588.7
Number of Observations 98775 41260 26887 24753

Note: Based on logit regression results. All variable means and coefficient effects expressed as percentages (see text).

“*" and “**” indicate that the associated regression coefficient is significant at the 5% level or 1% level, respectively. “N/A” indicates the variables are not available in the given
sample. Regressions account for dependence of multiple observations per sampleindividual.

2 Refers to full-time work, defined as at least 1750 hours per year (head and spouse only).

® Head and spouse only.

¢ Defined as adecline of at least 160 annual hours worked (head and spouse total).

Sources: See Table 1.
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Table9: Determinants of Poverty Exits
(disposableincome poverty)

Canada Germany Great Britain United States
(1994-1998) (1992-1996) (1992-1996) (1992-1996)
Exit Rate (%) 324 46.3 50.3 40.1
Probability Mean Probability Mean Probability Mean Probability Mean

Explanatory Variables Effect Effect Effect Effect
Head Age (omitted = age 30-50)

Head < 30 14 28.8 -7.8%* 31.8 -4.9*% 25.7 7.2%* 304

Head 51-65 -15 14.0 -8.2%* 274 -0.9 10.7 11.7** 85
Head Education (omitted = HS grad)

Low Education -1.7 35.3 1.0 230 N/A N/A -11.3** 285

High Education 5.1** 30.8 0.2 9.8 N/A N/A 14.7** 22.7
Individual Age (omitted = adult)

Child -2.2* 30.8 -0.9 232 -4.1 37.2 -3.3* 394
Family Type (omitted = 2 adults w/kids)

Single Adult -2.0 16.8 2.6 251 -7.9* 115 -8.1%* 12.8

Adultsno Kids 5.8%* 6.5 8.6 10.6 -2.6 6.5 10.1* 3.3

Single with Kids -3.0%* 295 8.1** 29.1 -3.1 239 -10.4** 524

Other Family Type 0.2 5.0 16.4** 9.1 16.5* 3.2 6.0 2.8
Number of Workers (omitted = 1 worker)?

No Workers -13.8** 75.1 -6.5* 76.7 -12.1%** 71.9 -18.5** 59.7

Two Workers 6.4** 3.0 -19.6** 25 -4.4 13 14.2** 41
Increase in full-time work®

More Work — Head 31.9%* 11.6 39.6** 10.0 31.7** 16.7 24.7%* 13.3

More Work — Spouse 22.5%* 5.2 33.3** 3.3 26.7** 2.6 39.2%* 3.3
Increase in months worked®

More Hours — Head 12.1** 19.1 11.3** 15.2 5.5* 17.9 5.0** 20.9

More Hours — Spouse 9.8** 10.7 14.6** 4.3 8.5% 8.9 23.2** 6.4
Changein family type

Marriage 39.9%* 5.4 9.9 6.3 45,9** 5.6 34.3** 5.0

Other Family Change 15.7** 9.9 -3.6 8.2 -34 7.0 -04 13.6
Log-likelihood -7438.5 -1415.0 -1606.1 -2439.9
Number of Observations 13795 2230 2570 4454

Note: Based on logit regression results. All variable means and coefficient effects expressed as percentages (see text).

“*" and “**” indicate that the associated regression coefficient is significant at the 5% level or 1% level, respectively. “N/A” indicates the variables are not available in the given
sample. Regressions account for non-independence of multiple observations per sample individual.

& Refers to full-time work, defined as at least 1750 hours per year (head and spouse only).

® Head and spouse only.

¢ Defined as an increase of at least 160 annual hours worked (head and spouse total ).

Sources. See Table 1.
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Table 10: Deter minants of Average-lncome Poverty
(disposable income)

Canada Germany Great Britain United States
(1994-1998) (1992-1996) (1992-1996) (1992-1996)
Average-Income Poverty Rate (%) 9.1 3.8 54 10.6
Probability | Mean |(Probability Effe Mean | Probability Mean Probability Mean
Explanatory Variables Effect Effect Effect
Head Age (omitted = age 30-50)
Head < 30 1.9** 16.5 2.2%* 16.6 2.9*%* 15.9 12 19.3
Head 51-65 0.1 14.8 0.2 24.5 -1.0 17.3 -0.2 13.7
Head Education (omitted = HS grad)
Low Education 2.8x* 21.3 1.6** 15.1 N/A N/A 9.5** 10.9
High Education -3.5%* 50.6 -0.5 20.2 N/A N/A -10.6 ** 51.6
Individual Age (omitted = adult)
Child 3.6%* 28.9 12* 22.8 2.0** 28.4 1.9** 30.2
Family Type (omitted = 2 adults w/kids)
Single Adult 6.8%* 6.2 2.8** 114 0.7 4.7 -0.5 10.8
Adults no Kids -0.8 117 0.9 12.8 -1.4 16.4 -7.5** 13.8
Single with Kids 7.6%* 10.1 2.3** 9.2 5.6%* 7.9 9.1** 133
Other Family Type -2.2* 51 0.5 3.6 -3.4* 25 -4.3 15
Number of Workers (omitted = 1 worker)?
No Workers 15.3** 22.6 6.5** 15.0 5.2** 25.7 16.9** 16.9
Two Workers -4.1** 21.9 -2.2%* 21.3 -4.0** 20.1 -6.9** 25.6
Log-likelihood -5305.8 -1048.4 -934.1 -1704.8
Number of Observations 21463 9626 5867 6687

Note: Based on logit regression results. All variable means and coefficient effects expressed as percentages (see text).

“*" and “**” indicate that the associated regression coefficient is significant at the 5% level or 1% level, respectively. “N/A” indicates the variables are not
available in the given sample.

@ Refers to full-time work, defined as at least 1750 hours per year (head and spouse only).

Sources: See Table 1.
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and longer-term poor, 1991-1996 (disposable income poverty; per centage shares by category)

Appendix Table A. Characteristics of the non-poor, short-term poor,

Household Characteristic?

Head Gender

Head Age

Work
attachments®

Family type

Education
level of head®

Man
Woman

Lessthan 30
yearsold
31to 50
yearsold
51to0 65
yearsold

No worker
One worker
Two
workers
More than
two workers
Single adult,
no children
Two adults,
no children
Single adult,
children
Two adults,
children
Other
households

Low
Middle
High

Canada (1993-1998) Germany
~ Poor at Average- ~ Poor at Average-

Totall Non least income Always Totall Non least income Always

Population  poor poor Population  poor poor
once poor once poor

87.7 91.6 79.9 70.8 61.8 70.8 74.3 59.0 48.1 279
12.3 84 20.1 29.2 38.2 29.2 25.7 41.0 51.9 721
16.9 14.7 23.0 24.1 253 17.1 14.8 25.0 313 44.9
68.3 70.5 61.6 62.7 59.1 58.4 61.2 46.8 49.2 25.6
14.9 14.8 154 13.2 15.7 245 24.0 28.2 195 295
211 11.8 40.2 63.5 78.1 15.0 9.1 40.6 62.4 45.3
51.7 56.8 417 28.1 19.1 63.7 66.9 50.5 34.2 50.2
25.0 289 16.4 8.1 2.8 19.0 21.3 8.5 34 45
2.2 25 17 0.3 0.0 2.3 2.7 0.4 0.0 0.0
6.3 51 8.3 89 18.7 11.0 10.0 14.3 174 26.3
11.9 13.2 9.3 6.8 5.1 12.7 13.3 10.9 8.0 10.5
10.0 6.6 17.8 24.5 28.2 9.3 6.8 19.7 20.9 275
65.9 69.4 57.3 54.7 45.6 62.0 66.0 44.0 50.0 29.8
5.9 5.8 7.4 5.2 23 5.0 4.0 111 3.8 59
20.9 18.2 26.3 285 455 15.3 139 224 25.8 12.2
279 26.2 31.7 349 384 64.2 63.9 65.4 60.4 83.2
51.2 55.7 421 36.6 16.1 20.5 222 12.2 13.8 4.5

& Characteristics defined at the beginning of the period. For each characteristic breakdown, numbers sum to 100 (%) by

column.

® Refers to full-time employment (1750 hours or more in the base year).
¢ Low education is less than upper secondary education, middle is completed upper secondary education, high istertiary

education.

Source: SLID for Canada; GSOEP for Germany (all author’ s calculations).
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Appendix Table A (continued). Characteristics of the non-poor, short-term poor,

and longer-term poor, 1991-1996 (disposable income poverty; percentage shares by category)

Household Characteristic?

Head Gender Man
Woman

Head Age Lessthan 30
yearsold
31t050
yearsold
51to0 65
yearsold

Work No worker
Attachment® One worker
Two
workers
More than
two workers
Single adult,
no children
Two adults,
no children
Single adult,
children
Two adults,
children
Other
households

Family type

Education Low
level of head®  Middle
High

& Characteristics defined at the beginning of the period. For each characteristic breakdown, numbers sum to 100 (%) by

column.

Great Britain United States
~ Poor a Average- ~ Poor a Average-

Total_ Non least income Always Total_ Non least income Always

Population poor poor Population  poor poor
once poor once poor

715 734 68.4 59.1 475 82.2 89.4 73.1 58.8 287
285 26.6 31.7 40.9 52.6 17.8 10.6 26.9 41.2 713
153 13.9 17.6 283 75 19.3 155 28.1 28.8 30.6
67.1 66.4 70.0 61.5 91.0 67.0 70.0 59.0 59.7 63.4
17.6 19.7 124 10.1 15 13.7 145 12.8 115 6.0
12.6 6.8 26.0 52.4 60.4 16.9 8.8 24.1 50.2 84.1
52.9 53.2 443 443 39.6 56.2 58.9 57.7 429 15.7
284 324 18.3 34 0.0 256 30.6 17.4 7.0 0.2
6.2 7.6 2.0 0.0 0.0 13 1.6 0.8 0.0 0.0
4.3 47 3.2 35 51 10.8 10.2 139 10.1 8.0
16.1 19.2 8.0 5.8 7.1 13.8 16.6 9.5 17 22
75 51 12.3 22.6 26.5 133 6.3 214 359 715
69.5 68.8 73.2 65.3 61.3 60.6 65.4 53.6 51.9 18.2
25 23 33 2.8 0.0 15 1.6 17 0.5 0.1
11.0 5.8 16.3 324 495
not available 36.9 334 46.3 48.7 37.7
52.1 60.8 374 19.0 12.9

> Refers to full-time employment (1750 hours or more in the base year).

¢ Low education is less than upper secondary education, middle is completed upper secondary education, high istertiary

education. Data not available for Great Britain.

Source: BHPS for Great Britain; PSID for the United States (all author’s calculations).
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