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Transitions In and Out of Poverty:
New Data from the Survey of Income and Program Participation

INTRODUCTION

- Pactors associated with the onset of poverty spells and with exits from
poverty have long been a major topic of interest to poli'cy makers and
analysts alike. From a palicy perspective, information on the events
likely to be associated with major changes in income is clearly helpful in
designing anti-poverty initiatives. Purther, a botu:. understanding of t.he
relative importance of various possible causes of poverty is potentially
useful in improving the targeting of existing income assistance programs.
And finally, if program participants and other members of the poverty
population are to be encouraged to leave poverty and became self-
sufficient, data on the major factors associated with exits from poverty
may help us to assess the potential for success of alternative anti-poverty
strategies.

Unfortunately, until recently it has been difficult to study specific
transitions in and out of poverty in any detail. We have only a few msjor
databases that provide information on individuals’ incomes over a period of
time, thereby allowing those who are newly poor or newly escaped from
poverty to be distinguished from the rest of the poor or non-poor
populations. The few longitudinal databases that exist, such as the Panel
Study of Income Dynamics (PSID) and the National Longitudinal Survey (NLS),
have typically provided information on anmual income only, making it
possible to identify only the year in which msjor income transitions
occurred. Associating these anmual income changes with specific events
that occurred at same point during the year can be very difficult, since
the event and the income change may actually have taken place at very
different points in time and may not be uunuy related. Purther, many
income changes may be missed in such annual data, either because they



result in a poverty spell lasting less than a ynt or because they occur
late encugh in the year so that total annual income for that year does not
£a11 below the poverty level. Finally, to the extent that income
transitions and changes in household composition occur similtanecusly, it
can be difficult to identify the specific household members whose income is
being reported for the year as a whole, as opposed to those whose income is
included for only part of the year or possibly not at all. These probleas
can also make it difficult to identify newly poor or newly non-poor
individuals and households.

Data that have tcecx;tly become available from the Census Bureau’s new
Survey of Income and Program Participation (SIPP) allow us to avoid many of
these problems in examining income transitions. The SIPP is a longitudinal
panel survey that traces specific individuals over a period of more than

“two years. Interviews are conducted every four months, and information on
income and family composition is eollect;d on a month by sonth basis.
Because data are collected on shorter intervals than in other longitudinal
surveys, the specific points at which income transitions occur can be more
precisely identified, and these transitions can be more closely matched
with any associated changes in the composition of the household or in the
employment status of household members. ’

This paper uses data from the SIPP to examine transitions into and cut
of poverty. The focus of the paper is on six specific demographic and
e=ployment-related events, and ﬁhcir association with becoming poor or
leaving poverty. The events considered are the entrance of a new baby into
the family, a death in the family,l a marriage, a separation or divorce,
the Mlapmt of a family msxber, and the entrance into esployment of a
fanily member.2 In all cases, the event has been considered in relation
to the income status of all persons who were in the family in the month in
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which the event occurred, and poverty statistics have all been calculated
at the family level.

To assess the effects of these events on poverty tfmitians, their
incidence among both the poor and non-poor populations is compared with
that for the newly poor and the newly non-poor. The probability of
becoming poor (orhof becoming non-poor) if one is in a family where such an
event occurs is then calculated for each of the events under investigation.

Examination of the relationship between these events and poverty
transitions for the pop;natim as a whole is followed by similar analysis
for people in four speéitic types of families. These farily types are
female-headed families, families headed by males or by married couples,

families with elderly members (aged 65 and over), and families with no -
elderly members. Within each demographic group, both the overall incidence

of each event and its association with changes in poverty status are
investigated.

MMgh the overall aim of this paper is to examine the relationship
between the variocus life events considered and transitions in and out of
poverty, it should be noted that the data presented are primarily
Gescriptive in nature, and do not imply a strict causative model of entry
into or exit from poverty. Clearly, assessing the relationships between
these events and poverty transitions in detail would require simultanecusly
taking into account the possible income effects of a wide array of other
variables. In addition, we have by no mesans considered all possible event
that could potentially affect income trmitia{s. The data presented here
are preliminary only, and represent a first attesmpt to identify scme of
variables that may be important in explaining poverty transitions.
Nevertheless, we believe that the results cutlined below are highly
suggestive, and point to scme additional topics that deserve further
investigation.




Before turning to those results, the next section of this paper briefly
describes the specific SIPP sanpio used for this study, and presents some
sumary data on poverty rates and poverty transitions calculated from the
sxir. .:Ihe third section of the paper provides data on the association of
our six life events with poverty transitions for the poor and non-poor
populations as a whole. The impacts of these events for those in the
specific demographic groups outlined above are considered in section four,
and the final section presents our conclusions and suggestions for further

research.

I. Poverty Rates and Poverty Transitions as Measured in the SIPP

The estimates presented in this paper are based on data taken from the
first five waves, or sets of interviews, of the SIPP. These data cover the
16 lonths from September 1983 through December 1984. Because data from
each wave were released separately by the Census ﬁuuau, individual records
from each of the five waves had to be linked together to create files that
spanned the entire 16 month period. There are records for approximately
60,000 individuals included in this linked file, although only about two-
thirds of these people vet; in the SIPP sample in every month. Individuals '

have been assigned a sero weight for months in which they were not in the .

sazple, cross-sectional weights assigned by the Census Bureau have been
used in computing month by month statistics on income and demographic
events. Data fot about 50,000 individuals are available on average in any

given month (specific counts for each month are shown in appendix table
A

One potential problem with using a £ile consisting of linked wave
records involves continmuity of the data across waves. In processing the
gaw SIPP data for release as public use samples, the Bureau of the Census
performed a wide range of editing and imputation activities to ensure that




the data were complete and internally consistent. All edits and
imputations were done on each wave of data individually, without reference
to data from other wvaves, however. There was no attespt to assure
ea';timity across waves, either in terms of information reported or that
imputed by the Census Bureau. |

Preliminary analysis of the linked files indicates that there is much
greater variation in reported data for specific individuals across waves
than there is within waves, particularly in terms of both amounts and types
of income received. This increase in variation may arise from biases in
reporti;\g by respondents, who may tend to attribute current income lmis
to all previous mcnths in the same wave, but it could also be associated

‘with the fact that the Census Bureau’s imputation procedures do not take

into account income or other characteristics reported in other waves.
Ideally, the longitudinally linked files should at some point receive the
same type of careful editing for consistency that has been done for the
cross-sectional files. Although the staggered interview Mg helps to
smooth out the wave variations for aggregate values reported in the
analysis,3 this is not the case for transition events. Because both the
events and movements into and cut of poverty are more likely to show wp in
the data due to these variations in individual data, our findings should be
interpreted with caution.

In spite of some possible suppression of within-wave variations in

income, it is nonetheless clear that many individuals experience
substantial variations in income on a month-to-month basis. Table 1 shows
four alternative poverty mesasures as calculated from the SIPP for persons
and families of several different types. These four measures, all of which
are based on cash income only, include an anmual poverty rate, based on
fanily income over the year as a whole; an "ever poor” rate, shoving the




proportion who were poor for at least ocne month during the year; an "alwvays
poor” rate, showing the proportion poor in every month during the year; and
finally an average of the poverty rates calculated for each specific month

dui'ir.!g calendar year 1984.4 A £ifth poverty rate, the official poverty
rate as calculated from the Current Population Survey (CPS), has been
1nc1u§od in Table 1 for comparison purposes as well.

: Poverty rates under each of these alternative definitions are shown in
Table 1 for each of five population subgroups and for the population as a
whole. The subgroups shown are:

-] Married couples with children—all those living in families headed
by married couples living with their own children under age 18;

° Single parents with children—all those living in families headed
by single parents living with their own children;

° Unrelated Individuals—all persons not living in families; and

° Other—all persons living in families, but not in one of the types
of families included in the first two categories above. :

These four categories are mutually exclusive, and together account for
the entire population. A f£ifth category, consisting of all persons aged 65
and -ovct, tegardless of family situation, is also shown in the table. It
should be noted that all those in this category are also included in one of
the other four, however.

Perhaps the most striking feature of the poverty rates shown in Table 1
is the large amount of within-year movement into and cut of poverty that
they izmply for all five population subgroups, as well as for the population

as a whole. Por all subgroups, the proportion of people poor on average in

any "givcn sonth, based on their monthly income, is always higher than the
ptcportfon who are poor when their incomes over the year as a whole are
taken 'mto account. The ratio of monthly to annual pwerty-nm varies
somevhat across these population subgroups, however, generally in ways that

might be expected. Por example, elderly persons and single parent




Table 1

ALTERNATIVE POVERTY RATES BY FAMILY TYPE, 1984 (in percents)

Survey of Income and _ Current

Progran Participation Population
L r X r XX X X 1 J L X X X 2 X L X L 3 X L & L X L X X X 2 e X 1 1 1 J ) sm.y
Av.rm eosccscscns
. Poor ~ Poor of 1984
Family Annual All 12 In Any Monthly Annual
Type Rate Months Month Rates Rate
All Persons 11.0 5.9 26.2 13.7 15.4
Married Couples
with Children 7.4 2.8 24.3 10.2 10.5

Single Parents
with Children 39.9 25.8 ~ 60.8 2.7 . 4.7

Unrelated
Individuals 17.7 11.0 35.9 21.9 21.8
Other Persons 4.5 2.0 4.3 6.3 5.3
Elderly Persons 10.3 6.8 18.5 12.1 12.4

SOURCE: Tabulations of data from the Survey of Incose and Prograa
Participation and the Current Population Survey.




families, who are most 1likely to rely on transfer incomes that typically
vary relatively little from month to month, have annual poverty rates .thlt
are tai.tly close to their monthly rates, while families headed by married
couples with children, who may be more likely to depend primarily on
esployment incomes, have annual and monthly poverty rates that diverge
somevhat more.

The impacts of within-year movements into and out of poverty can be
seen even more clearly by comparing those who are poor in at least cne
month with those who are poor over f.he year as a whole. For the full
sample, the proportion poor at least one month is more than four times as
high as the proportion poor in every month—about 26 percent as compared to
about € percent. Again, the fluctuations seen differ across the five
subgroups considered, with single-parent families having the most stable
(and most consistently low) incomes, and with married couples with children
experiencing the greatest fluctuations. 'nnso estimates imply, for
example, that while married couples with children are almost as likely to
be poor in at least one month as is an average member of the population as
a whole, ﬂwy are less than half as likely to be continuously poor for an
entire year. Elderly persons, on the other hand, are substantially less
likely than the average to experience at least ome month of poverty, but
those who are poor are more likely to stay poor over the year as a whole.

What causes the differences in the likelihood of becoming or remaining
poot“ seen in Table 1? To what extent are these poverty transitions related
to demographic events, such as a divorce or the birth of a child, and to
Uimat oitcnt to labor market events, such as the loss of a job? The next
section of this paper explores these questions for the population as a
whole. | |
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II. Incidence of Demographic and Labor Market Events and Their Association
with Poverty Status

As discussed briefly in the introduction, this study considered the
impacts of six specific demographic and economic events on transitions into
and out of poverty. For the purposes of this analysis, poverty was defined
on the basis of‘mnt.hly cash income, and any family that received an income
below one-twelfth of the relevant annual poverty threshold in any month was
considered to be poor in that month. Individuals were considered poor in
any month in which they were members of poor families. Thus, for example,
individuals could enter poverty either by belonging to a family that lost
income, or by joining a family that was already poor.

All of the analysis is on the basis of persons, not families, even
though events, incomes, and poverty status are all determined at the family
level. Thus, for example, a person is reported as having experienced a job
loss in her or his family if any family member had earnings fall from above
$200 in one month to less than $200 in the next, whether or not the
individual’s earnings changed. Note that this means that a family could
have both a job loss and a job qain in a single month if different members
cxpe:im; those two events. Some results that appear strange can be
explained by this way of defining events.

Defining poverty on a monthly basis does significantly increase the
mmber of persons who are counted as poor, as Table 1 showed, and many of
those who are counted as becoming poor in this analysis may in fact have
remained poor for only a short period of time. In future work on this
topic, we hope to examine what determines the lengths of poverty spells as
well as what transition points define spell beginnings and endings. Such
an examination was beyond the scope of the present analysis, however.




The six specific qur;phic and economic events examined in this study
were chosen largely because other studies based on annual longitudinal
data, notably the PSID, have shown them to be important determinants of
poverty transitions over longer analysis periods.5 We hypothesized that
" they would prove to be at least as important in explaining month-to-month
poverty transitions. Because the SIPP, unlike databases using an annual
income measure, is able to identify the specific point at which income
transitions occur, these transitions can be matched more closely with
particular life events. We believed that this might be particularly
~ helpful in examining the impacts of family composition changes, whose
timing (and even existance) can be difficult to determine in databases that
rely on one yearly interview.

The six specific events examined in this study were:

o Entrance of a New Baby into the Family. Births (and adoptions of
infants) were measured by identifying all families that acquired a
new sample member with az: equal to gero. The birth was
attributed to the month in which the new sample member was first
reported.

° Death in the Family. A death was attributed to all families who
lost a member whose reason for leaving the sample was coded as
“death". However, this variable is as yet unedited on the SIFP,
and grelmnaty analyses indicate that it may not, in fact, pick
up all deaths that actually occurred in the sample. This event
may therefore be somewhat under-represented in our analysis file.

o Occurrence of a Marriage. A marriage was attributed to all
families containing at least one member who was coded as having
moved from an unmarried status (including "never-married,”
*divorced,® “"separated,” or “widowed") to “"married spouse,
present.”

©  Break-up of a Marriage. A marital break-up was attributed to all
families including a member who was coded as moving from "married,
spouse present” in one month to "divorced,” “separated” or
*widowed" in the next month. (In both this case and the previous
one, the event was attributed to the family in which the person

resided in the second month, and was treated as having occurred in '

that month.) |
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[ Loss of a Job by a Family Member. A job loss was attributed to
all families in which a member who had had earnings of more than
$200 in the previous month reported no earnings or earnings below
$200 in the current month. (An arbitrary level of $200 was chosen
to exclude earnings from casual employment; a person working 15
hours per week at minimm wage, for example, earns more than $200
per month,)

° ﬁlmnt of a Family Member. An entry into employment wes
attributed to all families in which a member with no earnings or
‘earnings under $200 in the previocus month reported earnings above
$200 in the current month.

In all cases, the event in question was attributed not only to the
individual or individuals directly involved, but also to those in the same
family in the month in which the event occurred. Because poverty status is
measured at the family level and depends on family income, these events
would affect the status not only of those for whom they occurred, but also
of all others in the same family at the time of their occurrence.

Table 2 shows the overall incidence of each of these six events for the
sample as a whole, for the poor and non-poor portions of the sample, and
for those becoming poor or leaving poverty in the same month as the event.6
‘The percentages shown in Table 2 represent the average percentage of those
with the event across the sixteen months from September 1983 through
December 1984. Thus, while sample sizes for some events may appear
relatively small, particularly for the newly poor and newly non-poor
populations (which each contain about 1000 sample persons in an sverage
month) it should be noted that the figures presented here are actually
monthly averages based on sixteen sets of ocbservations of each event. TYor
example, the data on new babies entering newly poor families imply that
only about 0.07 percent of the sample would fall into this cell in an
average month—or, since the total sample size is about SO‘,OOO,
approximately 35 families. Over the sixteen months as a whole, however,
there are 562 births occurring in such families—still not an enormous

mmber, but enough for some reasonably reliable generalizations about their
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Table 2

Percentage of Persons in Families
-with Occurrences of a Major Life Event,
by Poverty Status

Event All Poor Non-Poor Persons Persons
Persons Persons Persons Becomi Leaving
Poor s Poverty
Month This Month
New Baby 0.5 1.0 . 0.5 3.3 0.4
Death 0.1 -— . 0.1 -— -—
Marriage 0.2 0.2 0.2 0.6 1.3
Marital Break-up 0.2 0.4 0.2 2.1 0.2
Job Loss 5.1 8.8 4.5 40.3 2.6
Job Gain 5.7 3.9 6.0 3.5 46.8
- TOTAL NUMBER
OF PERSONS IN
CATEGORY (in .
Thousands ) : 232,254 34,423 197,831 4,912 4,561
ntcent:ge :f
Population in
Category: 100 14.8 85.2 2.1 2.0

Source: Calculated from the Survey of Income and Program Participation.
Pigures shown are averages tor the months Sept. 1983 through Dec. 1984. See
text for definitions of events and populations shown.
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relative incidence. Appendix tables A.2 through A5 show the month-by-
month incidence of each event for the poor, non-poor, newly poor and newly
non-poor populations respectively.

The most conspicuous finding {llustrated by Table 2 is the very large
role played by labor market events in determining entrances into and exits
from poverty. NMore than 40 percent of those becoming poor in any given
month had a family member lose a job in that month, while almost 47 percent
of those leaving poverty had a family menber gain a job. None of the
demographic events, in contrast, was experienced by much more than 3
percent of those in families entering or leaving poverty.

Overall, it appears that about half of the families with poverty
transitions experienced a relevant employment-related or demographic event
in f.hc month m which the transition occurred. Of course, not all the
mut: tallied can be said to have directly caused the transitions in
question—among other things, some families may have experienced more than
one event in the relevant month.’ Further, some events clearly occur
without affecting transitions in the expected direction—for example, some
proportion of those becoming poor also have a family member gain a job in
the same month. In some cases, this job gain may have been motivated by
the loss of whatever other income source previously kept the family out of
poverty, but there is presumably some random shifting of 1ncou and events
in the population as well. .

As might be expected, employment-related events were also much sore
common in the sample as a whole than were any of the demographic events.
Approximately S percent of the sample as a whole were in families that lost
a job during an a\;craqe month, while almost 6 percent were in families
¢aining jobs. In contrast, the most common demographic event was the
arrival of a new baby, which occurred in one-half of cne percent of all
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families in an average month. Those in poor families experienced
significantly higher rates of job loss, birth, and marital break-up than
did the population as a whole, although their rates were still well .bclow
those seen for families becoming poor in any given month.8

In sumary, then, employment-related events are much more common than
dmo"gnphic events for the poor and non-poor alike, and t.hcy also appear to
be associated with a relatively large proportion of all poverty
transitions. On the other hand, those becoming poor and those leaving
poverty in a given month do experience certain demographic events, as well
as employment-related events, at a higher rate than those who do not make
such transitions. Although these demographic events are much rarer than
the employment-related events across the population as a whole, they may in
scme cases be just as likely to be associated with poverty ttamiticm.tor
those families in which they occur. The next section explores that issus.

II1. Poverty Transitions Made by Those in Families Experiencing Demographic

and Employment-Related Events

As seen in the last section, employment-related events, because they
are so cainon in the population as a whole, are associated with a much
higher proportion of all transitions into and out of poverty than are
demographic events. For those who cx;;eticnco them, however, certain
demographic events are also relatively likely to lead to a change in
poverty status, as Table 3 gshows. In fact, one demographic change—the
break-up of a marriage—is significantly more likely to be associated with
becoming poor than is the loss of a job.? Of those in families
experiencing a divorce (or other break-up), 23 percent became poor in the
same month, compared to about 17 percent of those in families with a job




Table 3

Percentage of Persons in Families
with Occurrences of a Major Life Event
Who Experience a Change in Poverty Status

Bvent : Total Number of Persons with Event Persons with Event
Persons with Event Who Become Poor Who Leave Poverty
(in Thousands) This Month This Month

New Baby 1,258 12.9 1.3

Death 142 1.1 0.7

Marriage 444 6.4 13.7

Marital Break-up 447 23.0 2.3

Job Loss 11,904 16.6 1.0

Job Gain 13,192 1.3 16.2

- Source: Calculated from the Survey of Income and Program Participation.

Figures shown are averages for the months Sept. 1983 through Dec. 1984. See
text for definitions of events and populations shown.

loser. ru_dliu gaining a new baby are also relatively likely to become
poor—about 13 percent of those in families experiencing a birth entered
poverty.

Some cautions should be cbserved in interpreting these results. In
particular, we have not yet examined the duration of the poverty spells
associated with these transitions, and some may be very short indeed. For
example, some of the entrances into poverty experienced by families with
new babies may result from temporary unpaid maternity leaves that reduce
the family’s total nrnings in the very short run, but that have relatively
little impact over the longer run. S8imilarly, many divorcees and job .
losers may be poor for a month or two, in the sense that they have little
or no income over that pericd, but they may have savings or other resources
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that are more than sufficient to tide them over until a new job is found or
other arrangements for the support of the family are made. Conceivably,
for example, even those who take a month’s vacation without pay between
giving up one job and starting another could be counted as poor if the
family has little other income during that time. Such imﬁmes of
“poverty” are clearly different in fundamental ways from longer-term spells
of pdvotty, or even from short term spells experienced by those with few
other resources. Although data on spell durations could not be tabulated
in time for inclusion in this paper, we hope to pursue this issue further
in our future work.

Just as certain events are relatively likely to lead to spells of
poverty for those who experience them, others are relatively likely to
result in transitions out of poverty. Not surprisingly, the two events
most likely to be associated with an exit from poverty are job gains and
marriage. About 16 percent of those in families with someone who gains a

job, and llnoc't 14 percent of those in families experiencing a marriage
leave poverty in the same month. Because most of those who marry or even
of those who gain jobs were not poor before the event occurred and thus
could f:ot have made a transition out of povctty; this represents a very
high probability of leaving poverty for those among the poor who do
experience each event. Overall, about 60 percent of those in previcusly
poor families experiencing a marriage leave poverty in the same month,
while about 65 percent of those in previously poor families with a job
gainer do s0.10

In ﬁl;nry, the data presented in Tables 2 and 3 indicate that
ezployment-related events are much more common than demographic events,
both in the population as a whole and among those experiencing poverty
transitions, and therefore they tend to be associated with a much larger
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proportion of all transitions. Indeed, the count of events shown in Table
3 implies that employment-related events account for more than 90 percent
of all the occurrences of events considered in this paper. Nevertheless,
Table 3 also indicates that demographic events can also be important
predictors of transitions for those who experience them. As seen above,
those in families with a divorce are actually more likely to become poor
than are those in families with a job loser, and those in families
experiencing a birth are also relatively likely to fall into poverty.
Demographic events may also have important consequences in terms of exits

from poverty—for example, almost as large a proportion of those in
famiiies with a marriage as of those im families with a job gainer leave
poverty in the same month. |

' 80. far, we have examined the impacts of employment-related and
demographic events on poverty transitions taking place among the population
as a whole. It is to be expected, however, that certain events are likely
to be more important for subgroups within the population than they are for
others. The next section of this paper considers the impacts of these
events for two important subgroups—female-headed fanilies and families
with elderly members—who together account for a large proportion of the
poverty population (and especially, of the long-term poor), and uhou.
transitions into and out of poverty are therefore of particular policy
interest. '

IV. Poverty Transitions for Those in Female-Headed Families and in Families
with Elderly Members

As seen above, events such as a divorce or the loss of a job can in
many cases be associated vith entries into poverty. Certain population
subgroups, such a families headed by women, msy be particularly likely to
have suffered these events. In addition, both the data shown in Table 1
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and results from other studies based on the PSID indicate that female-
headed families and families with elderly members are more likely than
other families to remain in poverty once they become poor. This section
therefore examines the events likely to be associated with entries into and
exits from .bov-tty for persons in such families.

Female-headed Families. Por the purposes of this study, a person was
considered to be in a female-headed family in any month in which his or her

family head was a woman rather than a married couple or a man. This
determination was made at the family rather than household or sub-family
level. As a result, for example, a young woman living with her own child
and her parents, a married couple, would typically not have been counted as
& member of a female-headed family in these data, since in most cases the
parents would be counted as the family heads. The same young woman 1living
with an unrelated married couple, however, would be counted as a_female
family head, even if the other couple were tonsidered the household heads.ll
Table 4, which shows the impacts of the six life events diccunef:l in
the earlier part of this paper on poverty transitions oxperioncod by those
in female-headed and non-female headed families, indicates that those in
~female-headed families are indeed disproportionately likely to suffer
certain adverse events—and are even more disproportiomately likely to
become poor. For example, although persons in female-headed families
account for only about 20 percent of the sample in an average month, they’
experience 63 percent of the divorces and other marital disolutions.l2
If they do suffer a marital break-up, those in female-headed families
are much more likely than those in other families to bbcne‘poot: almost -
3] percent of those in female-headed families experiencing a divorce or
other break-up become poor in the same month, compared to only about 10
percent of those in other families. This discrepancy could occur for a
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Table ¢

Percentage of Persons in Families
with Occurrences of a Major Life Event
Who Experience a Change in Poverty Status,
by Female Headship

Event Total Number of Persons with Event Persons with Event
Persons with Event Wwho Become Poor Who Leave Poverty
(in Thousands) This Month | This Month

Persons in Female-Headed Families With:

New Baby 253 , 24.6 1.7
‘Death 17 - _ -—
Marciage 20 13.3 3.8
Marital Break-up 282 ' 30.6 1.7
Job Loss 1,826 . 263 0.8
Job Gain 2,067 2.5 | 23.5

Persons in All Other Pamilies With: A
New Baby 1005 9.9 1.2

Death 125 1.3 0.8
Marriage 423 6.1 14.2
Marital Break-up 165 10.1 3.2
Job Loss 10,078 4.9 1.0
Job Gain 11,125 1.1 14.8

Source: Calculated from the Survey of Income and Program Participation.
Pigures shown are averages for the months Sept. 1983 through Dec. 1984. See
text for definitions of events and populations shown.
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number of different reasons, some of which may have relatively short term

1lpacts For example, in one-earner households that experience a divorce,
the earner is most likely to have been the husband, and his departure may
lubct.antiauy teduce family income for a -onth or two until the woman £inds
a job and/or arrangements for child suppott or alimony payments are made.
(Of course, in some cases of this type the spell of poverty will last
substantially longer—for example, if the woman cannot earn a enough to

raise the family income above the poverty level, and her ex-spouse does not

provide support payments sufficient to make up the difference.)

Although marital break-ups are somewhat more likely than job losses to
be associated with entries into poverty for female-headed families who
experience each of these events, job losses arestill much more common and
account for a much larger share of all poverty entries for this subgroup.
While members of female-headed families are actually somevhat less likely
than the rest of the population to experience a job loss—they make up 20
percent of the total population but account for only about 15 percent of
all job losses in an average month.13  Those that do experience such a
loss are much more likely to become poor than are those in non-female-
headed families in the same circumstances. About cne-fourth of those in
female-headed families enter poverty in this situation, compared to about
15 percent of those in other families. This difference probably stems in |
part from female-headed families being less likely than other families to -

have a second earner, and in part from their generally lower incomes from
other sources.

The arrival of a new baby is also more likely to result in an entry
into poverty for female-headed families than for other families—almost
one-fourth of those in female-headed families with a new baby become poor,
compared to one-tenth of those in other families, even though the overall
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likelihood of a birth is about the same for both groups. Finally, even even
ts not generally associated with becoming poor appear to be relatively
likely to result in entrances into poverty for those in female-headed
families. For example, .13 percent of those in female-headed families
experiencing a marriage entered poverty in the same month. This apparently
ancmalous—and rare—result stems from the fact that such marriages cannot
involve the family head and may thus add to needs without adding to

resources.14

Although female-headed families are more likely to enter poverty when
suffering an adverse event, they are not in general more likely to leave
poverty with a favorable event. The exception is job gains—more than 23
percent of those in female-headed families who £find jobs leave poverty as a
result, while only about 15 percent of those in other families do so. (Of
course, female-headed families are much more likely to have been poor in
the first place, and so have a greater opportunity to leave poverty under-
these circumstances.)

Unfortunately, the figures shown in Table 4 do not really indicate how
many female-headed families leave poverty as the result of marriage, since
as discussed above those who marry are in general no longer in female-
headed families. 1In our future work on this topic, we hope to examine the
impacts of marriage on those who were in female-headed families in the
sonth before the marriage.

" pamilies with Elderly Members. Families with elderly mesbers account
for about 16 percent of the population as a whole, but for a significantly
smaller proportion of all events except deaths. FPurther, as Table 5 shows,
those events that do occur are much less likely to move such families into
or cut of poverty (again with the exception of deaths). Job losses and
gains are still the most likely events, even for families with elderly, but
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only about 10 percent of those with such losses or gains enter or exit from
poverty (as appropriate) in the same month, compared to about 17 percent of
those in families without elderly. Marital break-ups (which include
widowhood) are more likely to result in poverty for the elderly, with 19
percent of those experiencing such break-ups becoming poor. The absolute
mumbers of these break-ups are relatively mn,. however.

Although families with elderly members cxpcricncin; a death are more
likely to enter poverty than those without a death, the proportion who do
80 is still very small—only about one and one-half percent. As discussed
earlier, we suspect that there may be some problems with the coding of the
variable indicating deaths, however, which is currently unedited. Among
families with elderly members, a substantially larger proportion—over 4

. percent—of those becaming poor in a given month were in families that
oxpeﬁmced a death in either the curreni or immediately previous month.
This was virtually the only case in which including those with the event in
the previocus month as well as those experiencing it in the current month
increased the proportion becoming poor. In this case, it probably reflects
the fact that income may be recorded for family members even in the month
in which thay die, so the full impacts of many deaths may not be felt until
the next month.

Overall, the only event associated with leaving mttﬁ for families
vith oiderly menmbers was employment. Although over 10 percent of those in
families with elderly which included a job gainer left poverty in the same
month, members of such families were only about half as likely to be job
gainers as were those in families with no elderly. Overall, the data shown
in ‘Table 5 confirm the view that, although the elderly are somewhat less
likely to enter poverty as the result of the types of events discussed in

this paper, once they become poor they are such more likely to remain that
-y.
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Event Total Mumber of Persons with Event
Persons with Event Who Become Poor
(in Thousands) This Month
Families with Elderly with:
New Baby 24 6.7
Death 86 1.4
Marriage . 11 3.3
Marital Break-up 63 19.4
Job Loss 1,083 10.1
Job Gain 1,057 0.3
Pamilies with No Elderly with: :
New Baby 1,234 13.0
Death 56 0.7
Marriage 432 6.5
Marital Break-up 384 23.6
Job Loss 10,821 17.3
Job Gain 12,135 1.4

Percentage of Persons in Families
with Occurrences of a Major Life Event
Who Experience a Change in Poverty Status,
by Presence of an Elder

Table S

y Person in the Family

Persons with Event
Who Leave Poverty
This Month

0.2
3.7

°.7
10.5

1.3
1.7
14.0
2.6
1.0
16.7

Source: Calculated from the Survey of Income and Program Participation.
Pigures shown are averages for the months Sept. 1983 through Dec. 1984. See

text for definitions of events and populations shown.
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Conclusion

In conclusion, this paper has found significant correlations between
the life events examined and transitions into and out of poverty. Overall,
about half of the transitions observed occur in the same month as one of
the six events examined. Job losses and job gains account for the vast
majority of these transition-related events, but this is largely because
such events are much more common, both among those making transitions and
among those remaining in the same poverty status, than are the demographic
events considered.

Certain demographic events are also very likely to be associated with
poverty transitions. Perhaps most notably, 23 percent of those
experiencing a marital break-up, and 13 percent of those in families with a
new baby, become poor in the month in which the event occurred. By
comparison, a job loss is associated with cnti'y into poverty for about 17

percent of those in families with such losses. Job gains and marriages

account for almost the same percentage of exits from poverty—16 percent

and 14 percent, respectively—for those whose families experience them.
Although our findings sc far indicate a strong association between

of:pe:iéncinq .cne of these events and entering or leaving poverty, we

believe that much further research in this area could fruitfully be done.

For example, we have yet to explore the duration of poverty spells, and its
association with specific entry and exit events. Further, it would be

interesting to examine more closely those who experience important events

and do not have a change in poverty status in the same month—it seems
likely that at least in some cases the impacts of the event may be slightly
delayed, resulting in a change inm poverty status a few months later. We
hope to consider some of these topics in our future research.
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FOOTNOTES

y/

Both having a new baby and experiencing a death are specific cases of changes
in family size. All such cases cause poverty thresholds to rise or fall, and
can therefore lead to changes in poverty status. A more general analysis
might consider increases and decreases in family size as events that cause
changes in needs--and possibly incomes. These broader events are not examined
here, however. '

The two employment-related events are actually defined on the basis of monthly
earnings rather than on reported employment status--a person has been defined
as becoming unemployed if prior month's earnings were above $200 and this
month's earnings are below that level, while entry into employment involves
moving from earnings of less than $200 to earnings above that level. The
threshold level of $200 per month was chose somewhat arbitrarily to exclude
small amounts of earnings from casual employment activities such as baby-
setting. It should be noted that the unemployment variable, in particular,
does not necessarily imply continued labor force participation, but rather
includes persons who retire, who take maternity leave, and so forth.

One-fourth of the sample was interviewed each month concerning events of
the previous four months. As a result, only a quarter of the sample would
experience a cross-wave transition for a given calendar month.

Table 1 is taken from an earlier study by one of the authors of this paper,
Roberton Williams, and is based on a slightly different SIPP sample than

the rest of the results reported in this paper. In particular, this sample
includes 12 months rather than 16 months of data, covering the calendar year
1984 period. It also excludes persons for whom a full year of data was not
available. For more information on the specifics of this sample and of the
methods used to calculate these four poverty measures, see Roberton Williams,
"Poverty Rates and Program Participation in the SIPP and the CPS," paper
prepared for presentation at the 1986 Joint Statistical Meetings, August 1986.

See for example Mary Jo Bane and David Ellwood, "The Dynamics of Dependence
and the Routes to Self-Sufficiency," Final Report to the U.S. Department of
Health and Human Services, Harvard University, Cambridge, Mass. 1983, and
Greg Duncan, Richard D. Coe, and Martha S. Hill, "Some Dynamic Aspects of
Poverty," in Greg Duncan, ed., Years of Poverty, Years of Plenty, Imnstitute
for Social Research, Ann Arbor, Michigan 1984.

Individuals were defined as "becoming poor" in a given month if their family
incomes were below the relevant poverty threshold in that month, but above
the thresholds in the previous month. Similarly, persons "leaving poverty"
in a given month were defined as those who were poor in the previous month
but not poor in the current month.

Our data indicate that about 11 percent of the sample experience one of these
six events in any given month, while about one-half of one percent experience
two events. Less than one-tenth of one percent experience three events, and

no one experienced four.



FOOTNOTES CONTINUED

8/

13/

Families becoming poor in any given month are of course a subset of the
poverty population as a whole for that month, so that the relatively high
incidence of job loss, births, and marital break-ups seen for the newly
poor may in fact explain the differences between the poor and mon-poor
populations as a whole.

In some cases, marital break-ups will in effect cause job losses that will
not appear as such in these tables, since they may result in an exployed
person leaving the family. As defined here, job losses are attributed only
to families that contain a person who was employed in the previous month.

Because our poverty definition looks only at current month income, it is
somevhat difficult to tell from our data (at least as now tabulated)
exactly who was poor in the month prior to the occurrence of a given event.
The estimates given here are therefore approximations only, based on the
average number of transitions in both directions for those experiencing
each event, as well as on the average number of persons experiencing each
event and remaining poor. These averages do not take into accout month to
month changesin family composition that could also affect these results,
however.

Family headship is in many cases a somewhat arbitrary designation, and
extended-family households may be treated somewhat differently in the
data depending on who in the household was interviewed.

Since family composition is based on data for the month in which the event
in question occurred, any woman who became a family head as the result of

a divorce would be classified as a member of a female-headed family in that
month, as would her children if they continued to live with her rather than
her ex-spouse.

In all likelihood, however, this lower percentage of job losses results from
the fact that members of these families are significantly less likely to be
employed in the first place.

If the family head were to marry, the family would no longer be female-headed.

Any marriage within female-headed families must thus have involved a dependent.
Indeed, the very small number of marriages seen in such families may in itself

explain this finding, since the sample of such marriages, even across all

16 months of data, cannot be very large.






