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Summary: This paper has three objectives. The first igigzuss the major issues involved
in defining and measuring child poverty. The chsiteat must be made are clarified, and a
set of six principles to serve as a guide for pupblicy are stated. The second objective is to
take stock of child poverty and changes in childgsty in the majority of OECD countries
since about 1990 when the Convention on the Rigitise Child came into force. Finally, the
third objective is to formulate a number of sugiges for the setting of credible targets for
the elimination of child poverty in the rich coues. This involves a method for embodying
the ideal of children having priority on social sasces into a particular set of child poverty
reduction targets, it involves the developmentpgrapriate and timely information sources,
and finally it involves the clarification of feas#htargets that may vary across the OECD.

Child poverty rates vary by more than a factoteof across the OECD, from less than
three per cent to over 20 and almost 30 per cdrmasd countries fall into four broad groups,
those with child poverty rates less than 5 per,déote with higher rates but still less than 10
per cent, those with rates higher than 10 per aedtas high as 20 per cent, and finally two
countries with more than one-in-five children bepuapr. In the strong majority of countries
child poverty rates have actually gone up. In 124fOECD countries the child poverty rate
at the end of the 1990s was higher than at thenbaygj, and in only three countries has it
declined to a measurable degree.

An important challenge in reversing this trend cams the need to develop a clear
definition of child poverty for public policy in ggific national contexts and to set feasible
and credible targets. Economic theory, accepteiistital practice and best practice in the
OECD suggest the following six principles to guéeision making:

(1) avoid unnecessary complexity by using an incdmsed measure of resources; (2)
complement this by measuring material deprivatimaatly using a small set of indicators; (3)
draw poverty lines with regard to social norms; éddablish a regular monitoring system and
update poverty lines within a five year period; 8} both a backstop and a target by using
fixed and moving poverty lines; and (6) offer legsifép and build public support for poverty
reduction.

Keywords: poverty, children, social policy
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INTRODUCTION

The United Nations Convention on the Rights of @eld contains 54 articles covering
almost every aspect of the rights and well beingtoldren. It is a comprehensive legal
text negotiated and agreed to by 192 heads of. &atethe Convention is also a specific
commitment made to the children of the world. Ih&ural to ask, especially since it is
now over 15 years since their adoption by the UNnéBal Assembly, if these

commitments are being fulfilled, if this ideal igibg put into practice. This paper is
motivated by this concern and takes as its stafoigt two articles that relate directly to
the material well being of children.

Article 27 states that governments “recognize tlghtrof every child to a
standard of living adequate for the child’s phykicaental, spiritual, moral and social
development.” It states that parents or othersomsiple for the child “have the primary
responsibility to secure ... the conditions of livingecessary for the child’s
development,” but that governments should assigtns “to implement this right and
shall in case of need provide material assistamcesapport programmes, particularly
with regard to nutrition, clothing and housing.”tiste 4 notes that these rights shall be
fulfilled by each country “to the maximum extenttb&ir available resources.”

Putting these principles into practice may certabe a challenge. They establish
the elimination of child poverty not only as a pgliobjective, but one that takes top
priority. And even if children are given first cadin social resources, at least three
practical challenges stand in the way. First, a mdted government must define a
minimum standard of living necessary to securedc@il’s normal physical and social
development; second, it must understand the capediland limits of families and
markets in providing this standard of living; amhdtd, it must develop an evidence-based
awareness of the impact its policy and budgetanisams actually have on children.
Resolving these issues places governments in éigrosd formulate credible policies,
and make the attainment of an acceptable minimamdstrd of living for all children a
reality.

This is no small agenda. Questions concerningriterdction between families,
labour markets and government policy and how tmélpeénce child poverty rates are
examined in Chen and Corak (2005), while the aqtualities embedded in government
budgets are the subject of Corak, Lietz and Suthdr(2005). This paper addresses the
first, and possibly most wide reaching challendgt thaving to do with issues of
definition.

The paper has three objectives. The first is toudis the major issues involved in
defining and measuring child poverty. Even the numshmitted governments have run
into difficulties addressing these issues. Drawingm economic theory, accepted
statistical practice, and a review of actual coumeixperiences The choices that must be
made are clarified, and a set of six principlesdéove as a guide for public policy are
stated. This review and these principles also telpstify a definition of child poverty
for international comparisons. Accordingly, the @et objective of the paper is to take



stock of child poverty and changes in child poventthe majority of OECD countries
since about 1990 when the Convention on the Rightise Child came into effect. A set
of internationally comparable child poverty rates affered and a number of data and
measurement issues addressed. Finally, the thjettoke of the paper is to formulate a
number of recommendations for the setting of chediargets for the elimination of
child poverty in the rich countries. This involvasmethod for embodying the ideal of
children having priority on social resources intoparticular set of child poverty
reduction targets, it involves the development pprapriate and timely information
sources, and finally it involves the clarificatioh feasible targets that may vary across
the OECD. Targets that are structured to make &hilda priority, measured in an
accurate and accepted manner, and set at feasbdds | suggest that government
commitments are more likely to be credible anddfae attainable.

1. MEASURING CHILD POVERTY IN RICH COUNTRIES

An extensive literature deals with the definitiatdameasurement of povertyHowever,
reading it at the broadest level suggests thaetigsues are involved: (1) a definition
and measurement of resources; (2) the establishofemtthreshold distinguishing the
poor from the non-poor; and (3) a count, or moreegelly, an aggregation of the
number of poor into a useful index.

These issues are illustrated schematically in Eiglr Resources need to be
defined and measured across the population intestatally representative fashion, the
poor need to be identified by setting a minimumegtable level of resources, and then
the number of poor need to be counted in some Wagre is no single way to proceed
appropriate for all places and all times. In pafac, these issues cannot be determined
solely in theoretical or scientific discourse. Valjdgments are required to bridge the
gap. Public policy makers, advocates, and for thatter statistical agencies need to be
explicit about these in order to encourage appat@mublic discussion, and not to mask
guestions of values as issues of technique.

! The major sources for what follows are: Atkinsdi948, 1989, 1987), Blackburn (1998), Duclos and
Grégoire (2002), Expert Group on Household Incoragisgics (2001), Fisher (1995, 1992), Foster (3998

Madden (2000), Nolan and Whelan (1996), Ravalliv@98, 1996), Sen (1999, 1983, 1976), Skuterud,
Frenette and Poon (2004), and UNDP (2000). But ithisbviously only a small subset of a very large
number of studies reflecting longstanding publitigyoconcerns.
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1.1 Resources

The first issue is to define and measure the ressuavailable to the population. In
Figure 1 these are symbolizedyasnd their distribution across the populatiori(gs
The word ‘resources’ is used loosely. What exaittipeans will depend in part upon
the theoretical perspective. A perspective basen lyasic needs, as in Streeten et al.,
(1981), will not necessarily give the same mearimghis term as one based upon
capabilities, as in Sen (1999), or as one based ufghts’, as discussed for example
in UNDP (2000). And even within a theoretical pemsive the issue is not
straightforward. For example, capabilities, in Setérms, vary in form and content
from basic physical needs to avoid starvation,woich undernourishment, to prevent
premature morbidity, but also broader opportunit@spersonal development through
education and health care, and for social particpathrough civic liberties and
economic freedom. Indeed, the wording of ArticledZhe Convention on the Rights
of the Child calling for “a standard of living adexje for the child’s physical, mental,
spiritual, moral and social development” suggedtat tho single definition of
resources can capture all aspects of what is impbrtAll this said, resources,
however they are defined, need to be measured osimgnally representative surveys
based upon accepted statistical methods. Whenothes fis on children this requires
appropriately designed questionnaires and surveyads that capture a measure of
resources appropriate for understanding the stdndérliving from the child’s
perspective.

The availability of appropriate data is one impottaractical constraint on
analyses of child poverty, particularly from an eimational perspective. Many
empirical studies, and indeed public policy diseuss, restrict the definition of
resources to that of income in part for this reastmugh, as will be highlighted
below, the availability of timely and accurate wstts for even this oft used measure
is not without its limitations. However, in well ddoped economies, where the bulk
of the private and indeed some of the public neddsdividuals and families are met
through markets, income is in fact a central elamenthe standard of living
appropriate for physical and social development. sA&h it should play some
important role as part of the resources used irattaysis of poverty. But even from
this perspective it is a less than perfect meadnmame is of value because it is a
means to an end, and it is not income per se te&rmines well being, but
consumption. Ideally the most appropriate measuweldvbe the actual consumption
of private and public goods associated with develampt. Data availability often also
precludes this.

With resources defined as income, and in some seateeding in for
consumption, there remain some specific concersecéted with measurement.
‘Income’ could refer to just earnings (paymentsnirgpaid employment as an
employee), to total market income (including eagsibut also all other market based
sources such as self-employment, asset or intémestne) or to total disposable
income (all market incomes after taxes and traskfén addition, in many surveys
there are concerns about under-reporting — paatifuamong those with very high
and very low incomes — as well as top and bottodingpof individual information by
survey administrators for either reasons of dataliyuor confidentiality. There are



also concerns about the use of annual income, whioh be subject to measurement
error or to considerable transitory fluctuationgygesting it is a less than entirely
accurate indicator of the underlying ‘permanentame determining consumption
decisions.

Two related analytical choices also play an impurteole, particularly in
discussions of child poverty: the definition of theit of analysis, and the appropriate
equivalence scale. The unit of analysis could rédethe household (all individuals
living together in the same dwelling), the famigl (individuals in the same dwelling
related by blood, marriage or adoption), or theviddial. A focus on children that in
some sense is rights based suggests that thefuamttysis be the individual, and this
indeed is both recommended and common pratticéndividual incomes are
calculated by dividing household income among eathts members. But this
requires an understanding, or an assumption, of le@aurces are shared within the
household and how the economies of living toge#inerto be taken into account.

Until relatively recently economic theory was stlean how economic
resources are shared within the household. Modetlseofamily were often based on
the assumption that multi-person households cosldréated as if they were single
individuals, in effect assuming that a benevolemidehold head’s preferences were
representative of all other members. This has ad@ggood deal, with an important
literature developing on the sharing rules in hbotes from the research summarized
in Browning (1992), and particularly from BrowninBourguignon, Chiappori, and
Lechene (1994). This research still does not diferepted generalities, and empirical
analyses are often based upon the assumptionabaitinces are shared equally. This
may be a convention, but not one that should bemed lightly. Assuming that
children obtain an equal share of available housetesources charts a middle road
between the deprivation they may be subject tarepts consume a disproportionate
share, and the extra protection they might recéiparents make sacrifices to ensure
children do not go without. Indeed, the best ernplranalyses suggest that the source
of income in the household makes a difference Hertypes of goods purchased and
their relative benefit for children. To cite onlwd examples, this is as true in a rich
country like the United Kingdom as it is in a lessh country like South Africa.
Lundberg, Pollack, and Wales (1997), for exampiled that the payment of family
allowances directly to mothers in the UK is ass@clavith more spending on goods
of relatively more benefit to children, and Duf0Q0) finds that increases in South
African state pensions for the elderly led to imgnments in the health and nutrition
of children, particularly girls, entirely becauskeimcreases in the purchasing power of
grandmothers.

Finally, different equivalence scales may implyfeliént poverty rates and
relatedly a different composition of the populatimho are poor. The equivalence
scale is meant to account for the fact that houdetosmation entails certain costs
that do not change with increases in household sireoften used scale is the square
root of household size, which implies that a hoos#lof four individuals requires
only twice as many resources to have the same grepp standard of living as a
single person household. Though this is often s&sea suitable middle ground, as for

2 See for example Expert Group on Household IncotatisSics (2001) and Skuterud, Frenette and Poon
(2004).
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example in the report of the Expert Group on Hookkhncome Statistics (2001),
there is little empirical consensus on just whathie true equivalence. Indeed, as
Atkinson (1998) stresses it is very likely to vaipm country to country with
differences in the fixed costs of household foromati

It should also be noted that other often used edgmce scales, such as those
put forward by the OECD, are based on differenigivsi being given to individuals in
the households. In these measures children ara ¢pveer weight than adults. In the
original OECD equivalence scale the first aduleath household is given a weight of
one, but each additional adult 0.7, and each cbikl So that a family of four
consisting of two adults and two children would dminted as 2.7 individuals. The
modified OECD that has supplanted this standardsggtiie second and other adults a
weight of 0.5, and each child a weight of 8.3he same family of four is now
counted as 2.1 individuals. The contrast betweegethwo alternatives also makes the
general point that the composition of the poputatiand of the poor, will vary with
the choice of equivalence scale: the latter inéngathe proportion made up of adults
and reducing the proportion of childrén sum, the choice of equivalence scale can
be important as it embodies assumptions about @hetive needs of household
members and in particular the importance attacledhildren. These choices are
based less on theory or actual empirical obsemvatitan on convention and
assumption.

1.2 Identification of the poor

The second issue that needs to be addressed intordetablish a poverty indicator
involves setting a minimum threshold of resourcesirtjuishing the poor from the
non-poor. In Figure 1 this is indicated By This is a contentious issue, and one in
which the theoretical economics literature offensited guidance: there is no simple
answer in the technical literature as to wherepibnerty line should be drawn or how
it should be updated over time.

Given that income is considered to be the relewvasburce the poverty
threshold is often defined in two broad ways: imte of the cost of a specific basket
of goods deemed in some sense to be necessitiesma of a certain fraction of what
is deemed to be a typical income level. The foroaar be based on budget studies of
consumption and the cost of a particular baskejoofds, and are often referred to as
‘absolute’ poverty lines;the latter relate to a particular proportion ofiacome level
deemed in some sense to be typical, and are oftfamred to as ‘relative’ lines.
However the distinction between these two appraatias less to do with methods of
calculation, budget studies versus proportiong/pical incomes, than with the extent
of reference to the general community. The uséefadjective ‘absolute’ reflects the
idea that these lines are intended to make noarterto the consumption level of the

% Some alternatives also differentiate children gg,ahose less than fifteen given a smaller wetiggu
those between 15 and 18.

* Bradshaw (2004) makes this point, and the impacthe composition of the poor is discussed more
generally in Atkinson (1998).

The appropriate basket of goods is also sometitaesgmined by consulting the opinion of experts, be
they in the private sector or in government. Sdedalsubjective’ poverty lines are also used, being
derived by directly asking a representative sangfléndividuals what they think is the minimum
threshold level of income
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general population, while the use of ‘relativehigant to underscore the fact that they
explicitly make such comparisons.

If this distinction is correct then it should betex that there is a longstanding
tendency in theory suggesting poverty lines carm®uefined without reference to
prevailing norms of consumption among members ef rdlevant community. This
was clearly the view of Adam Smith who wrote, in @ften cited passage from the
Wealth of Nations published in 1776, “[b]y necessaries | understaont only the
commodities which are indispensably necessaryhersupport of life, but what ever
the customs of the country renders it indecentcfeditable people, even the lowest
order to be without.” He goes on to offer a numbkexamples of goods, like linen
shirts or leather shoes, that would be consideeegssities in the England of his time.
But he also underscores the fact that this willvarer time and across communities —
people, for example, could live in some communiiilesghe Europe of the 1770s
without leather shoes, and without the ‘shame’disdgrace’ this would entail in other
communities — and concludes, “[ulnder necessatiesefore, | comprehend not only
those things which nature, but those things whiuh éstablished rules of decency
have rendered necessary to the lowest rank of eedfll other things | call luxuries
... Nature does not render them necessary for theosupf life, and custom nowhere
renders it indecent to live without them.” (177&d& 5, Chapter 2) A clear echo of
this point of view more than 200 years later isamong others, Atkinson (1998), or
for that matter in the Convention on the Rightstie# Child where children have a
right to a standard of living adequate not onlyghysical development but also moral
and social development, concepts that cannot bmedefwithout reference to the
broader community. Just where to draw the poveite lis inherently a value
judgment dealing with what is required to functimermally in society.

A clarification between absolute versus relativeues in the definition of
poverty lines is offered by Sen (1999, 1983). Hesstes that the differences between
these perspectives relate to differences in whitkisn to be the underlying measure,
to use the wording of Figure 1, of resources. ‘8sad of living’ is best understood
not in terms of income or commodities but rathes ttapability to do things, to
function with incomes and commodities. To Sen “povés an absolute notion in the
space of capabilities but very often it will takerelative form in the space of
commodities....” (1983, p. 161). This implies ththe commodities and incomes
necessary to meet the same absolute capabilitigrins of both physical capability
and the capability to function without shame, walry with the overall development
of the community.

The contradictions in relying upon an ‘absoluteVgnay threshold in terms of
commodities or incomes is also evident by the eiggdirobservation that these
necessities are seen to change through time as goiti@s experience economic
growth and changes occur in both the goods thateadable and the consumption
patterns of the majority. This is documented foareple in Fisher (1995), and
suggests that in some fundamental way it is natn@le task to gauge even the basics
of survival without reference to the wider commuynit

This raises a second important concern in sethegobverty line. If resources
are defined in terms of commodities or incomes, rshwuld the poverty line be
updated? As Fisher (1995) and Foster (1998) sugtpestterms ‘absolute’ and
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‘relative’ can enter into the discussion of povdies in a number of different ways:
both as an indication of how the threshold is dishbd, but also how it is updated
over time. An ‘absolute’ threshold is updated witite passage of time only for
changes in overall price levels, not changes inctraposition of the original basket
of goods or level of the reference income leveketative’ threshold is updated both
for changes in price levels as well as changehéncomposition of the basket of
goods deemed necessary, or as the case may beeshanthe typical income. To
avoid confusion these differences are referred siqpaverty measures based upon
‘fixed’ and ‘moving’ poverty lines. Should the pawe line remain forever fixed, or
should it change in lock step with contemporanenaemes? There is no theoretical
answer to this. The threshold must in some sensegent the level of resources
below which it would be insufficient to participat@rmally in society, and it should
be updated as changes occur in the availabilitycandumption of goods and services
that determine this norm.

A fixed poverty line is less justifiable over a et of time involving
considerable economic change, particularly whesithiolves changes in the types of
goods available or the social infrastructure anbeotrequirements necessary to
function in society, at work, at school, or in th®me. But the changes in
opportunities and attitudes may not at the samedbeapid as to justify a continual
updating by tying the poverty line to annual depebents. Ultimately the issue of
updating is an open question that ideally wouldségled by developing an objective
understanding of how the majority in a communitgdtion and how this evolves.

Accepted statistical practice may offer some guigarThe task of tracking
patterns and changes in consumer expendituresishamh governments regularly deal
with in other contexts, and in which consensusdmsrged on accepted practice. The
accurate measurement of the inflation rate, fomgsa, is central to many aspects of
public policy including in some countries and rewcdhe setting and monitoring of
specific targets. The inflation rate is determitydchanges in the costs of a specific
basket of goods over time. The contents of thikdftaare in turn determined at a
particular point in time through nationally repretdive surveys to reflect the
consumption patterns of the average consumer. mpertant issue, which can lend a
bias to these calculations if it is not addressedcerns the frequency with which the
contents of the basket are updated. Without a aegyddating the inflation rate will
measure changes in prices that do not necessafliéct what the average consumer is
currently purchasing. These goods could changeusecaf changes in relative prices
and incomes, the introduction of new goods, or gkeann retailing and packaging.

As such a part of the statistical program in theasneement of the consumer
price index includes a ‘rebasing’ of the baskegobds taken to be representative of
the average. Table 1 illustrates the statisticatfice in the OECD countries. In the
majority of countries consumption patterns are aeel within five years, and in
many countries biannually or annually. As of e20p4, when the information in this
table was collected, only four of 28 countries wereng consumer information
predating 1999. The historical experience in thetedh States is, at 10 years, the
longest interval listed in the table, but this lthsinged in 2002 to every two years.
The International Labour Organization, which isp@ssible for setting international
guidelines on price measurement, recommends tlatciir within a five year period.
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All of this is to suggest that in contexts outsafegpoverty measurement governments
have concluded that consumption patterns chandeisutly rapidly that updating
has to occur within a five year and very likely gbo period.

Table 1: Frequencies in the updating of consumptiopatterns for the calculation
of consumer price indices in the OECD countries

Country Frequency of Latest Notes
Updates Update

Australia About every 5 years 2000

Austria Every 5 years 2000

Belgium Every 7 to 8 years 1995/96  Next revisioplanned for 2004.

Canada Every 4 years 2001

Czech Republic  About every 5 years 1999

Denmark Every 4 to 5 years

Finland Every 5 years 2000

France Annually The sample is updated annualbefiect trends in
consumer behaviour and the introduction of new pcts]
but the weights are updated over a two year period.

Germany Every 5 years 2000

Greece Every 5 or 6 years The weights are reésetl time a new household budget
survey is conducted every five or six years.

Hungary Every 2 years 2000 Weights are derived faccontinuous household
expenditure survey, and revised annually. The eefe
base for the weights is two years prior to the eniryear.

Iceland Every year

Ireland Every 7 years 1999/00 Every five years teigig in December 2006

Italy Every year

Japan Every 5 years 2000

Korea Every 5 years 2000

Mexico No fixed schedule, Past updates took place in 1980 using 1977 expeadi

but plans for every data, in 1994 using 1989 data, and presumably98 19
two years using 1994 expenditure data. Plans exist to upelatey
two years.

Norway Annually

Poland Annually

Portugal Annually 2000

Slovak Republic Every 5 years 2000

Spain Annually 1999/01 Beginning in 2002, weights to be updated at finest
commodity level every five years, with the possipiof
annual updates for the major components.

Sweden Annually 2001

Switzerland Annually 1998 The new Consumer Prigkeinis designed to be
reweighted annually, with the first scheduled f602.

Turkey Every 5 years 1994

United Kingdom Annually 2002

United States Every 2 years 1999/00 Historicalljghts have been updated every 10 years, but

every two years beginning in 2002.

Sources. http://dsbb.imf.org/Applications/web/sddscatedisty accessed on May 10, 2004; correspondence with
Statistics Belgium, May 11, 2004; in addition foetUS http://stats.bls.gov/cpi/cpiupdt.htm accessedlay 11,
2004; for Australia, Australian Bureau of Statistie Guide to the Consumer Price Index, 14th Series

(cat. no. 6440.0) accessed May 7, 2004 at httypuhabs.gov.au/; for the United Kingdom
http://www.statistics.gov.uk/cci/nugget.asp?id=3&essed on May 7, 2004. For the ILO recommendatee
http://www.ilo.org/public/english/bureau/stat/gusdepi/index.htm chapter 4.22 accessed on May 742Q0ear
information on this issue for Luxembouagd the Netherlands was not available from thesecss
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1.3 Aggregation to an index

The third and final issue in defining and measumogerty deals with how to count
the poor. There is an extensive economic literaturethis issue in the context of
income poverty. In large part this springs from sdissfaction with the most

commonly used measure in public discourse, theafleet ‘headcount ratio’. This

ratio, which is often simply called the povertyeratefers to the number of people
below the poverty threshold (representeah &s Figure 1) divided by the total number
of people in the population (representedNasThe child poverty rate calculated in this
way is the total number of poor children dividedtbg total number of children.

Setting a poverty threshold identifies the poor, lhow they are ‘aggregated’
(that is counted) matters a good deal becauseflécte a value judgment on the
relative importance to give those very much beldwe threshold versus others
hovering closer to the boundary between being pad not being poor. The
headcount ratio explicitly assumes that poverty igiscrete event associated with
being above or below a given line, and thereforergewne below the line is given
equal consideration. The appropriateness of thésiraption will depend upon the
theoretical perspective used.

A strict interpretation of a rights perspective htiguggest that the headcount
ratio is, in fact, the appropriate index. Atkingd®98, 1989) suggests that a ‘right’ is
an either-or concept: it is either being respeatedt is being violated. There is
accordingly an obligation to correct a wrong orréhésn’t. In this sense an indicator
based upon a view that poverty is a discrete camdieflecting the attainment of less
than a minimum acceptable standard might be vieagdappropriate. But other
interpretations, and indeed other interpretaticaseld upon a rights perspective, might
guite reasonably suggest that individuals belowgbeerty threshold should not be
weighted equally. The situation of those very mbeltow the poverty line might in
some sense matter more than those just below. &aécbunt ratio could after all be
lowered by taking enough money from the very padoegsl transferring it to those
hovering just below the poverty line in order toweahem just above. This sort of
policy, which would lower the headcount ratio, ntigbt have a good deal of intuitive
appeal to many observers. Or just as importantfin@ing that poverty rates have
gone up might imply only slight falls in the relatiincome of those just above the
poverty line and mask important improvements in tireumstances of those very
much below.

In other words, there may be a need to recognigeséverity of poverty, not
just its incidence. A well developed economics rétare discusses the ideal
characteristics a poverty index should have, afer®fa host of alternative classes of
measures. Only two specific alternatives are ptesermn Figure 1, the average
poverty gap — which measures the average shorfréatfi the poverty line for those
who are below it — and the poverty gap squaredchvts similar but gives even more
weight to those further from the poverty line. Thdé®o examples hint at one of the
other reasons the headcount ratio may have brgaebfsimplicity and transparency
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in its calculation makes it an important public ipgltool for communicating to a
broader public. A claim that the square of the ptyvgap has changed may not have
the same broad appeal or public resonance as tereing to changes in the fraction
of people who are poor, or for that matter the eis¢éed number of individuals.

But this fact should not preclude focusing on issakseverity or deprivation,
just that it might be profitably done in more trpasent ways than clinging to ever
more complicated indices of income shortfalls. s tsense it may once again be
important to broaden the definition of resourcesaBuring deprivation directly as
indicated by certain basic goods or the fulfilmeftbasic needs is an alternative
suggested in the literature, for example by Nolad &/helan (1996). It is also
suggested by Article 27 of the Convention on thghi& of the Child, which explicitly
mentions nutrition, clothing, and housing as specihdicators. The absence or
inability to afford these, or related, markers e¥are material deprivation can act as a
complement to the headcount ratio in a way thaticoes to be transparent and have
broad appeal. It also explicitly recognizes the eiwtgd shortcomings of relying on
annual income: that it cannot represent all dim@rssiof poverty, and that it may be
only a loose indicator of longer term economicistat

2. COUNTRY EXPERIENCES

This representation of the issues suggests thaddfiaition and measurement of
poverty is not just a matter for the theoreticiantloe statistician, but inherently
involves value judgments requiring public consuttatand choices. Theory and
statistical methods offer some guidance in settligimportant issues, but this is less
than complete. There is, for example, the cleagssiipn that the individual should
be the unit of analysis, that relative notions marger into income based measures of
poverty lines, and some strong arguments for rglgin the headcount ratio, though
not without reservation. But crucial issues on Howxactly set the poverty threshold,
how to update it through time, and for that mattee nature of other types of
resources to complement annual income are very raficbpen. For this reason it is
helpful to review actual country experiences in tiope of clarifying both challenges
and best practices.

National developments vary tremendously: some cmshave not attempted
to define or measure child poverty; some have ntadeattempt but have become
tangled in technicalities and indecision; while esth have established clear
definitions, put into place instruments for measwat and monitoring, and set
targets. A broad overview of country experiencethin measurement of poverty and
the setting of targets is given in Conseil de I'Eonpdes Revenus et de la Cohésion
Sociale (2002), and the following review uses #ss starting point.

2.1 North America

The United States is one of the few OECD countigesave an official definition of
poverty and a long historical record in regularlyblishing a wide range of
complementary indicators of poverty and inequalitgcluding information on
children. However, the poverty measure dates badohcepts and judgments made
in the early 1960s, and the extent to which it cargs to represent the reality of
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contemporary US society has been the subject adoa gleal of discussion. As an
open letter written by over 40 prominent scholarssénior government officials in
departments responsible for the construction of gheerty line states, unless “we
correct the critical flaws in the existing measuhe Nation will continue to rely on a
defective yardstick to assess the effects of pokdgrm.”®

In the United States the poverty line is a monetamycept reflecting the cost
of purchasing a nutritional diet. This calculatidates back to work done in the
Department of Agriculture in 1961 using survey mfi@ation from 1955 on the so-
called ‘Thrifty Food Budget'. The poverty threshalds set at three times the cost of
this diet to allow for the purchase of all othepds, with adjustments for family size.
In 1969 the resulting thresholds were officiallyopted, and since then have, for the
most part, been updated only for changes in prices.

There has never been a revision of these calcogtiand since at least 1990
the poverty line has been the subject of increadisgussion. This concerns a need to
define and cost a new set of goods and other dpexéas — like child care and health
care — representative of contemporary US familieslso concerns just where the
threshold between poor and not poor should beAsetimber of influential proposals
have been put forward, including most notably thpsklished in 1995 by a panel of
experts appointed by the National Academy of Saefidational Research Council at
the request of a Congressional Committee. This IPaigo made specific
recommendations for an annual updating of experediton food, clothing, and
shelter to reflect patterns among the general @djoun. The major conclusion of the
National Research Council report edited by Citrd Bfichael that

“the current measure needs to be revised: it ngdomprovides an accurate
picture of the differences in the extent of ecoropwverty among population
groups or geographic areas of the country, norcanrate picture of trends over
time. The current measure has remained virtuallghanged over the past 30
years. Yet during that time, there have been madtexhges in the nation’s
economy and society and in public policies that ehaffected families’

economic well-being, which are not reflected in theasure.” (Citro and

Michael, 1995 p.1)

continues to be at the heart of US debate as teflemost recently in a June 2004
workshop organized by the National Academy to disctamong other things, the
ongoing research at the US Census Bureau on exgretahrmeasures of poverty.

In sum, in spite of there being an ‘official’ poteiline in the United States
there is little consensus on what poverty means, there is no official target to
reduce or eliminate child poverty. In contrast, @ficial target to eliminate child
poverty was announced in Canada. In 1989 an atly pasolution committed the
government to “seek to eliminate child poverty by tyear 2000” But this
commitment was not backed up by a clear definiibwhat poverty meant, nor clear
indicators to measure progress.

® ‘An Open Letter on Revising the Official MeasureRoverty’, Conveners of the Working Group on
Revising the Poverty Measure, August 2, 2000, ab#l at www.ssc.wisc.edu/irp/povmeas. Other
references for the following discussion includehEis(1999, 1992) and Short and Garner (2002).

" Government of Canada, ‘Hansard’ November 24, 198@.references for the following discussion are
Skuterud, Frenette and Poon (2004) and Shillin¢i699).
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The Canadian statistical agency has a long hisgtbpyublishing at least two
different measures of what it refers to as ‘lonome’, and during the 1990s advocacy
groups sought to use these indicators to gaugerggs®gmade in reducing child
poverty. These include an income based measureantitheshold defined as the level
of income at which families can be expected to dpame-fifth more than the average
family on food, shelter, clothing. This thresholdsvderived from a survey of family
expenditures. It has been produced since 1967sanpdated roughly every five years
as new surveys on family expenditures become dilailarhe other indicator is
simply one half of the income of the typical indiual, ‘typical’ being taken to be the
median income (the level of income that half theylation is above and half below).
This is updated annually according to changes idiameincomes, and has been
published since 1991.

In spite of a high quality and timely series oftistacs there was no official
recognition of either of these measures by the gouent as the basis to gauge
progress in attaining its child poverty reducti@mget. The attempt of the broader
community to make such an association in fact edtpublic statement by the
statistical agency that it should not be viewedpasviding this recognition. The
statement suggested that it “is through the palitarocess that democratic societies
achieve social consensus in domains that are sitefly judgmental. The exercise of
such value judgments is certainly not the propér od Canada’s national statistical
agency...” (Fellegi 1997).

In 2003 the government released a new measureveftydbased on the costs
of a specific basket of goods including: food, kiog and footwear, shelter,
transportation, and other household needs. Theifgpeboices of these goods are
meant to represent, as is stated in an officialudent with respect to the food
component, ‘community standards’ of expenditureingén poverty would be defined
as not having an income level higher than the obshis basket of goods. It is not
clear how this ‘Market Basket Measure’ will be ufsth through time but the
government did state that developing its contentss' a complex and rigorous
process that involved substantial consultationfonatly and in several provinces.” It
is also stated that the Market Basket Measure tisanmfficial measure though it is
“designed to complement existing low-income measuhat are used to help track
low-income trends among Canada’s childr&n.”

In 2000 all three measures indicated about the szmid poverty rate, but
since this is “the first year for which data haesb collected using the Market Basket
Measure, it is not possible to say with certaintyether the incidence of low income
for children using the Market Basket Measure ishhigor lower than in the years
prior to 2000.” In sum, in spite of there beingddficial child poverty reduction target
in Canada, there isn't a clear sense of what itmaeaor the degree to which progress
was made in reaching it.

2.2 The European Union

8 A summary of the first set of findings from ther@dian Market Basket Measure of Low Income is
available at www.hrsdc.gc.ca/en/cs/comm/news/2@BIHA7.shtml, while the specifics of the
construction of the basket are presented in Hdtf{gD02). The quotations in this and the following
paragraph are taken from these sources.
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In many European countries there appears to hase, Iparticularly at the level of the
European Union, an evolution to an accepted defmiof ‘low income’, meant to
offer an indicator of being ‘at risk of poverty’hi concept uses individual income to
measure material living standards and draws thes bigiween the poor and non-poor
at 60 per cent of the country specific median ineoithis line evolves annually with
movements in median income. An income based inglicaf this sort has the
particular advantage, important in the EU contest, permitting cross country
comparisons.

The rationale for setting the line at 60 per ceéntedian income, as opposed
to some other fraction, is not clear though theigss discussed in Eurostat Task
Force (1998). Bradshaw (2004) states that thisstiole “remains entirely arbitrary.
The EU decided to adopt 60 per cent of the medenalbse they found that too many
of those below 50 per cent were students, theesefiloyed, and farmers” suggesting
that this was not in accord with preconceived nwio

This said the EU stresses that this is an indicattdreing ‘at risk of poverty’.
As such it acknowledges that poverty has more daoes than just the monetary and
must to be judged in relation to other individuaidasocial circumstances. For
example, an income level below this threshold maamvery different things in a
country providing a wide set of public servicesrthia a country where significant
user fees must be paid. The discussion of povergne element in a much broader
discussion of social policy in the European Uniame revolving around the
commitments established in March 2000 to reduceiascexclusion’. Progress in
achieving this goal is monitored by an agreed upeh of indicators and regular
country reports through National Action Plans.

The 60 per cent of median low income measure isadreighteen indicators
defined in a comparable way for all member statdsch can be supplemented by
other indicators specific to each country. Thesduike additional income based
measures like the distribution of income, the esice of low income, the amount
by which the typical individual falls below the @@r cent threshold. But they also
include other measures of labour market and socigtomes: the long term
unemployment rate, people living in jobless housddoearly school leavers not in
further education, life expectancy at birth, anidl gerceived health statds.

These supplemental indicators may be particulamyartant in countries
where income poverty defined in this relative serssalready low, or where there
have been important declines in incomes. As sugdesine limitation of the
headcount ratio based on a purely relative indrcafolow income is that if the
incomes of the poor dropped but those for everygse stayed exactly the same, the
fraction of the population considered poor would deange in spite of the fact that
the lowest income individuals have clearly sufferédr example, in Sweden — where
child poverty rates are among the lowest in the DE€Ca government sponsored
assessment of the 1990s economic crisis focuseddmnch broader concept of well
being than just monetary income (Palme et al., 2003

® The list of 18 common indicators used by the Etiailable at
europa.eu.int/comm/employment_social/news/2002§aott_ind_en.pdf. For background on their
development see Tony Atkinson, Bea Cantillon, Bfarlier, and Brian Nolan (2002).
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In spite of the significant degree of coordination the development of
indicators to measure progress toward social pdiegls in the EU the question of
priorities is still very much open. Some memberntdas are finding the plethora of
indicators does not offer clear policy directionsiltluminate specific priorities. In
particular there is not a clear demonstration adrjires toward children, or how the
goal to eliminate social exclusion is directed beit concerns, needs, and rights.
While the at-risk-of-poverty measure is categoriged number of ways, including by
age, particular priority to the child poverty raie to other measures of child well
being is not strongly evident. The National Actiplans of some states do stress the
importance of child poverty, but the Commissiorlitsecognizes that “developing a
focus on ending child poverty needs to be more gfiarity in the coming years”
(Commission of the European Communities, 2003 p° 6)

2.3 The United Kingdom

Recent developments in the United Kingdom are ristfrom the North American
and other European experiences in at least tweotspFirst, over the course of the
last five years or so the government has madeedtiection and elimination of child
poverty a political priority, with the announcemettthe highest levels of clear goals
and targets. There is political leadership. Secdimd,leadership has been backed up
by an open yet structured debate on the measureaiepbverty leading, over a
roughly 18 month period, to the announcement ineb@mer of 2003 of a succinct and
measurable set of indicators.

In fact there are many parallels in the UK expareerwith those of the
Republic of Ireland, particularly in terms of thetent of political commitment,
though the UK has built upon and extended the lagproach to measurement and
monitoring. To cite the UK example, the commitmentalve child poverty by 2010
and to eliminate it by 2020 begins with the rectignithat measures of low income
cannot paint a complete picture of poverty: as féisial government document states
“income needs to be central to any poverty measemgnbut ... income alone does
not provide a wide enough measure...” (DepartmentWork and Pensions 2003).

Accordingly it is proposed to monitor progress gsthree related criteria.
These are detailed in Department for Work and Pessj2003). The first, referred to
as ‘absolute low income’, is intended to indicategoess in increasing the living
standards of the poor relative to when the goventroame to power. It is measured
as 60 per cent of the median income in 1998/99, iarfiked through time being
adjusted only for inflation. The second, referred a@s ‘relative low income’, is
intended to indicate progress in increasing thmdistandards of the poor relative to
the typical individual. It is measured as 60 pentcef the median income in the
current year, and as such evolves over time witinghs in the income of the typical
individual. The third, referred to as ‘material dgption’, is intended to supplement
these measures with direct indicators of the ldgianticular goods and services. It is
measured from individual responses to survey queston having and being able to

19 For specific reference to children in the EU seeelscher (2004) and for reference to child poverty
see also europa.eu.int/comm/employment_sociallsgeiztection_commitee/spc_report_july _2003_en
pdf.
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afford a short list of items — 11 for adults andenfor children — and a relative income
of less than 70 per cent of the median.

These direct indicators of deprivation refer tolgyaf housing, clothing, and
social engagement. ‘Adult deprivation’ is measuoedthe basis of whether families
have or are able to afford adequate housing (kgefhi@ home adequately warm, in
decent state of repair, furniture and electricabdgosuch as refrigerator or washing
machine), certain social activities (a holiday Wwieym home for one week not staying
with relatives, having friends or family for a meaice a month), some assets (a small
amount to spend on oneself and regular savingspdaduate clothing (‘two pairs of
all-weather shoes for each adults’). The nine measof deprivation for children
include one measure relating to housing (enougholoeas for every child over 10 of
different sex to have their own room). The remarndieal with social activities and
include: a one week family holiday away from honverg year, swimming at least
once a month, a hobby or leisure activity, friemilsting once every two weeks,
leisure equipment, celebrations on special occasiplay group activities at least
once a week for pre-school age children, a schigoht least once a term for school
aged children.

In sum, eight of the nine child specific items rei@ social activities, a single
additional item referring to the number of bedroamghe home per child. There is
one question referring to clothing, directed to fihetwear of adults, and no questions
at all referring to food and nutrition. This smalimber of items is derived from an
analysis of a much broader set with which theycéened to be highly correlated and
perform best at distinguishing the poor from th@-poor. It is also claimed that they
will be reviewed every ‘few years®.

As such this three-tiered definition builds upondaextends the Irish
definition, which relies on a combination of rel&iincome and deprivation. Children
are considered poor in Ireland if they live in heluslds with incomes below 70 per
cent of the median and lacking in at least oneiglitatems considered as indicating
deprivation. The latter involve not having: newthles; a meal with meat, fish or
chicken every second day; a warm waterproof overdea pairs of strong shoes; a
roast or its equivalent once a week. They also luevtaving: debt problems from
ordinary living expenses; a day over a two weekogewithout a substantial meal;
going without heating during the last year throlegtk of money. These indicators do
not necessarily refer to the specific situatiortufdren or their social engageméft.

Pegging the definition on the signal from in effeae indicator of deprivation
has implied, in the context of economic growth,idaprogress in reducing child
poverty, to the point that targets have had toevésed to be more ambitious. Between
1997 and 2001 the percentage of children in cargigioverty has fallen from 15 per
cent to 6 per cent, and the current target isdaae child poverty below 2 per cent by
2007 (Nolan 2004). But this does not put into fothes entire experience of children
relative to others in the community.

™ The annex to Department for Work and Pensions3p6takes reference to the exact questions used
in developing the measure of material deprivation.

12 More background on this approach to poverty measant with specific reference to Ireland is
available in Brian Nolan and Christopher T. Whe{a896) and at www.combatpoverty.ie/downloads/
publications/FactSheets/Factsheet_MeasuringPopdfty.
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3. PRINCIPLES FOR BEST PRACTICE

The first challenge in attaining the kind of idesét out in Article 27 of the
Convention on the Rights of the Child deals withfildon and measurement.
Effective public policy to eliminate child povertynust begin with a clear
understanding of what poverty means and how it howhould be measured.
Economic theory and statistical practice offer opbrtial guidance in doing this,
leaving a significant gap to be bridged by politipgagmaticism. The lessons of
theory, statistics, and actual public policy in t8&CD suggest the following six
principles as a guide for best practite.

First, avoid unnecessary complexity. Attempts tdingea full set of life’s
necessities or a set of indicators to reflect ajperxts of well being can be very
complicated, especially when the need for updabwer time is recognized. In well
developed market economies in which the familhes najor provider of the material
well being of children the use of an income basezhsure of resources is a good
proxy and can avoid complexity. Further, data aveilable from representative
national surveys, and income levels can be measgmdpared, and updated with
reasonable reliability.

Second, measure material deprivation directly. imeodoes not capture all
dimensions of what it means to be poor, especyalign it is measured over a period
of time as short as a year. It needs to be complerdeby additional indicators, but
these should refer to actual consumption of goodssarvices by children. These will
vary from country to country, but should be infodri®y the Convention on the Rights
of the Child to include health and nutrition, clioilp, housing, and other goods,
services and opportunities necessary for normalsiphly mental and social
development. At the same time these indicators ldhbe small in number yet
indicative, rather than striving to be exhaustive.

Third, draw poverty lines with regard to social mst Both income and direct
measures of deprivation must be tied to the expeeg of the typical individual if
they are to be consistent with economic theory smticate, as expressed in the
Convention, a standard of living adequate for &thsocial development. Expressing
an income measure as a fraction of median inconmg dariving additional indicators
by asking children questions about their social agegnent are established
mechanisms. This said, flexibility is appropriatedrawing the line dividing the poor
from the non-poor be they below 40, 50, or 60 part©f median income. Drawing
poverty lines at different points may add clarity understanding both levels and
changes in low income.

Fourth, establish a regular monitoring system. ildlicators need to be
updated regularly, especially income based meastuesng periods of economic
change. Accepted statistical practice suggests imat growing economy the
consumption patterns of the average consumer chsuifieiently to merit updating
within a five year period, and certainly no longlean a decade. Poverty lines should
be updated at similar frequencies. This also imsplteat data collection and
dissemination needs to be designed with an eyiemdihess and sustainability.

13 The wording of some of these principles is theiltesf conversations with Peter Adamson on a first
draft of UNICEF (2005). | thank him for his feedlieand acknowledge his contribution.
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Fifth, set both a backstop and a target. A fixed am€moving poverty line can
be used in conjunction to on the one hand set kshae preventing deterioration, and
on the other hand a target for progress. Failudewer poverty according to a fixed
line implies that poor children have not reaped gayns from economic growth.
Failure to lower it according to a moving poveiityel implies that poor children have
not reaped proportionately greater gains than sthé&s such reducing poverty
measured by a fixed line is a minimum test of pesgrduring growth, but during
periods of economic decline it sets an importarkbp. A commitment of this sort
during economic decline or recession ensures thiédren are given priority in the
allocation of social resources, and locks in pasgess. Under all conditions poverty
measured according to both lines should be lower.

Sixth, offer leadership and build public support fmoverty reduction. An
operational definition of poverty requires valuelgments that reflect a consensus
through democratic dialogue. Offer leadership iuctring this debate, and once
settled establish goals for progress that are feathible and credible. Backstops and
targets should be set over a time span covering elbetoral cycle. Incoming
governments should set the child poverty rate pliageat the time of taking office as
a backstop, and use a fixed poverty line to baseommitment that under no
circumstances will this rate increase over thectral mandate. It should also set a
target for lowering poverty measured against a mgpvine. Credibility implies that
these goals should be set over the course of tlrentumandate, not in the distant
future for another government.

The first four of these principles recognize impottlessons from economic
theory, statistical practice, and actual policy @lepments. Identifying, costing, and
updating specific baskets of goods can lead to enchhmplexity in public policy
debates and risks ending in stalemate. In marl®@tanies income based measures of
poverty are a good starting point, but this is twosay that ‘low income’ should be
equated with ‘poverty’. Measuring material and abcieprivation with an indicative
set of indicators avoids both complexity and therstomings of using just annual
income. But there is more need in all contexts agebthese measurements on the
perspective of the child using child based infoiorasources. This is one way to lend
children a voice in public policy that concernsrthdirectly. It also must be done in a
comparative way relative to prevailing norms and #bility to fully participate in
society, as well as requiring appropriate updatmgugh time. All of these issues
presuppose a credible statistical system to gathérdisseminate accurate and timely
information.

The last two principles deal with setting goalst tamehow embody both the
principle that children should be given priority time conduct of public policy, and
that policy should be seen to be credible. Theirkimgs require further comment, and
are illustrated schematically in Figures 2 and Ghyfothetical situation is illustrated
in Figure 2 when there is progress in reducingdcipbverty over two successive
electoral mandates either through growth in incomreshanges in public policy. At
the onset of the first mandate a government takesxisting poverty rate, measured
with reference to the prevailing median income,aabackstop. Poverty rates for
children fall according to this fixed poverty linend according to one measured by a
moving poverty line updated annually. At the endh&f mandate the new government
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Child poverty rate

sets a new, lower, starting point as the backstagpdated. In most democracies this
corresponds to a four to five year period, roughly time frame in which statistical
practice suggests the need to account for changageirage consumption patterns. In
this way child poverty rates are progressively Imdeover the course of successive
mandates, as past progress is locked in and manardéng targets set for the future.

Figure 2: Lowering child poverty during periods of economic growth using fixed
and moving poverty lines to establish a backstop ahset targets
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Figure 3 illustrates a case in which the backstepomes binding during
periods of economic decline. In the first mandatehis scenario the economy is
deteriorating and there would be a tendency foldghoverty rates to increase, both
with respect to fixed and moving lines. The bacgstmbodies a commitment that the
allocation of resources will be such that the clpiiverty rate, measured according to
the line fixed at the start of the mandate, dodsin@yease. If the actual poverty rate
rises above this a clear signal is being sent thgquires policy response. If the
government is successful the actual child poveatg should, in the very least, be no
worse during the course of its mandate relativeth® norms prevailing at the
beginning. In the second mandate when growth rettira new government takes this
rate as the starting point. The backstop povety issupdated asymmetrically across
the scenarios presented in these two figures: essgrely ratcheting downward
during times of growth, but not increasing duriirgds of recessions. The use of both
a fixed and a moving poverty in setting public pglobjectives embodies the ideal of
children having priority in a way that preventsrig@ses in child poverty and tips the

24

v



Child poverty rate

focus of public policy to progressively reducingaver a succession of electoral

mandates.

Figure 3: Preventing a rise in child poverty duringperiods of economic decline
using fixed and moving poverty lines to establish backstop and set targets
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Credibility is the outcome of public consultatideadership, and the setting of
feasible targets over a time frame in which goveants are accountable. But it is also
the outcome of a process or understanding thaing-lived and extends across the
mandates of successive governments.

4. CHILD POVERTY AND CHANGES IN CHILD POVERTY

The specifics of how these six principles are dbtyaut into practice — how poverty
is defined, how specific targets are set, and howmmitment and credibility are
developed and maintained — is a task that will ifereént for each government. But to
support this there is merit in undertaking a corapee overview of child poverty
rates in the OECD countries to broadly chart iteetisions, to illustrate the scope for
change, and to suggest a range for feasible tayetsuch these principles are used in
what follows to develop a working definition forcaoss country comparison of child
poverty and changes in child poverty in the richrdaes.
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First, the focus is income. Using income as theugse avoids complexity and
offers the best measuring rod to gauge the situaifochildren across countries and
over time. In the analysis that follows incomedken to be household income from
all sources after taxes and transfers: the houdshdisposable income. Individuals
are the unit of analysis, resources are assumebetshared equally within the
household, and the square root of household sizesésl as the equivalence scale.
These assumptions are in accord with internatiooaiparative research on income as
for example in Expert Group on Household IncometiStes (2001) and the
Luxembourg Income Study (LIS). Complementary measwf capabilities and well-
being will vary from country to country, which mal@mparisons difficult and
beyond the scope of available data.

Second, the focus is on the standing of childrelative to the typical
individual in the country, defined as the persothwnedian income. For the most part
children in low income are defined to be those waititsess to less than 50 per cent of
median income, but when examining changes over tamaumber of different
thresholds are used. The relevance of this for bloldren perceive and are affected
by poverty is still an open question. For exampihe median income is that of the
median individual, not the median child. Furthegmparisons are made at the
national level, not the smaller geographic commumit region in which the child
lives, or a broader community of nation states.alyn as already stressed other
measures of deprivation based upon the child’'speets/e are needed to complete
this picture and address the issue of ‘poverty’'opposed to ‘low income’. This
definition also leaves open questions about noh-t@msfers from the state and the
provision of public services, both of which impamt the lives of children and are
used in different degrees across the OECD countfesfinkel, Rainwater and
Smeeding (2004) offer an account of non-cash tesgsfsuggesting they play an
important role in determining differences in poyerates across a number of these
countries.

Third, the focus is on progress made since theyeha890s, when the
Convention on the Rights of the Child came intoeeft* As such the use of a
backstop poverty rate and its updating is not dover the electoral mandate of any
particular government, but puts the emphasis onctiamitment that governments
made collectively. The principle being put forthtlgt things should never be worse
than the situation prevailing when the original cotment to children was made,
measured by a fixed low income line, and thingsukhbe better for children relative
to the typical individual, as measured by a moJing income line. Therefore as a
backstop a low income line defined as 50 per cénthe median at the time the
Convention came into force is used, adjusted ootyirfflation. This measure is used
to put a floor on the material living standardscbfldren at the level prevailing in the
early 1990s.

* The Convention was adopted and opened for signatatification and accession by the UN General
Assembly on 20 November 1989. It entered into faneSeptember 2, 1990 and has been ratified by
191 countries UNICEF (2002, p. 57). For practioaaigoses the starting point for the analysis is 1890
the closest year before 1990 for which data islaks. The most recently available data at the timee
analysis in this paper was undertaken is usedeasriti point. For the most part this is 2000, bugoime
cases slightly earlier.
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4.1 Child poverty rates

Figure 4 illustrates that child poverty rates vaygymore than a factor of ten across the
OECD countries, the fraction of children living lmw income ranging from less than
three per cent to over 20 and almost 30 per cdm. proportion of poor children is
less than five per cent in only four countries -n®ark, Finland, Norway and Sweden
— but at the same time more than 10 per cent iof 1Be 26 countries, and higher than
20 per cent in the United States and Mexico.

Figure 4: Child poverty rates in the OECD during the late 1990s and early 2000s
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Source: For those countries labelled with + Mira d’Ercaled Forster (2005). For those labelled with a *
the sources are special tabulations as provideBrbge Bradbury for Australia, the INSEE for France,
and from Corak, Fertig, and Tamm (2005) for Germaor all others Luxembourg Income Study. For
the specific reference years, which vary from coutd country, see Table 2.
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Further, child poverty rates are higher than thesrdor the general population
in all but five OECD countries. In Canada and Ithf/to 16 per cent of children are
poor, while 11 to about 13 per cent of the gengoglulation are in the same situation,
a gap of over three percentage points. A similgr gaists in Luxembourg, and it
approaches five and even six percentage pointseitJhited States and New Zealand.
In Greece, Denmark, Sweden, Finland, and Norwalgen are less likely to be poor
than an average member of the population. But Tabilkustrates that while these
differences are sometimes significant, as in Fihlamd Norway, they are also
sometimes slender, as in Greece. Many children tfaeeisk of living in poverty, and
many children face a risk higher than others irr theciety.

Table 2: Poverty rates for children and the overallpopulation in the OECD

Year Low income rate Difference

Children Total population

1. Countries with child rates more than three paagge points higher than over all rates

New Zealand 2000/01 16.3 10.4 +5.9
Mexico 1998 27.7 22.1 +5.6
United States 2000 21.9 17.0 +4.9
Poland 1999 12.7 8.6 +4.1
Italy 2000 16.6 12.7 +3.9
Canada 2000 14.9 11.4 + 3.5
Luxembourg 2000 9.1 6.0 +3.1
2. Countries with child rates one to three perggntzoints higher than over all rates

United Kingdom 1999 15.4 12.5 +2.9
Australia* 1999/00 14.7

Netherlands 1999 9.8 7.3 +2.5
Czech Republit 2000 6.8 4.4 +2.4
Austria 1997 10.2 8.0 +22
Hungary 1999 8.8 6.7 +21
Portugal 2000 15.6 13.7 +1.9
Spairt 1995 13.3 11.5 +1.8
Germany 2001 10.2 8.9 +1.3

3. Countries with child rates within one percentpgit of over all rates

France* 2000 7.5 7.0 + 0.5
Ireland 2000 15.7 154 +0.3

Switzerland 2001 6.8 6.7 +0.1

Belgium 1997 7.7 8.0 -0.3
4. Countries with child rates below over all rates

Greecé 1999 12.4 135 -1.1

Denmark 2000 2.4 4.3 -1.9

Sweden 2000 4.2 6.5 -2.3
Finland 2000 2.8 5.4 -2.6
Norway 2000 3.4 6.4 -3.0

Source: For those countries labeled with + Mira d'Ercaled Férster (2005). For those labeled with a *
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the sources are special tabulations as provideBrbge Bradbury for Australia, the INSEE for France,
and from Corak, Fertig, and Tamm (2005) for Germduy all others Luxembourg Income Study.

At least five cautions are needed in interpretimgse numbers. The first is the
obvious point that they are all relative measui@sed upon poverty lines drawn from
national median incomes, and therefore refer téedtiht ‘absolute’ standards of
living. Though all of these countries are part aiegect group of rich countries median
incomes vary a good deal between them, implyingt@mple that the poverty line in
the United States is higher than that in Polandlexico. Low income children in one
country could have a much higher relative stanadriving if they lived in another.
(The actual low income thresholds used in the déion of these figures are presented
in Appendix Table A-1.) There may in some caseg@ed reason to argue that the
concept of community used in making comparisonghisf sort should be broader and
extend beyond national boundaries. Indeed, Corakyii, and Fertig (2005) point out
that this argument has historically had particulelevance in Germany with the
integration of the East and West. Before unificatieast Germans were much more
likely to gauge their well-being relative to the 8¥ehan to the typical incomes of
their co-citizens. This issue will also likely havereasing resonance in the European
Union as the notion of community and governancengba. But the focus on relative
poverty defined according to national median incemeflects the fact that children
must live and participate in their own societiesd @hat the responsibility for public
policy towards the poor remains very much withitioreal boundaries.

Second, these estimates are derived from sunfeyatmnal populations and
therefore are subject to statistical uncertaintye €xact degree will vary from country
to country, but very roughly could be taken to leween one to two percentage
points. This would imply that the actual child payerate in Austria, to take a country
in the very middle of Figure 4 as an example, caalisonably be between 8 per cent
and 12 per cent and it accordingly could as legitety be ranked ninth behind
Belgium as it could 13th just ahead of Gre&ceAs such, the rankings in the figure
are not exact and the specifics are likely notlirinformative. All of the countries
listed in Figure 4 from Greece to ltaly have, statally speaking, about the same
child poverty rate: in the neighbourhood of 15 pent. It is, however, fair to say that
Figure 4 suggests these OECD countries fall intw Byoad groupings: countries with
poverty rates less than 5 per cent; countries waths between about 5 and 10 per
cent; those higher than 10 per cent and less thgreRcent; and two with rates in the
neighbourhood of 20 per cent or more.

The third caution relates to the possibility tha results may be sensitive to
the equivalence scale used, this applies partigutarthe information in Table 2.
However, it should be noted that this informatien presented in a conservative
fashion. The comparison being made is between refmiléind the entire population
rather than between children and just the adulufaon. Where this table indicates
child poverty rates greater than overall populatias very likely that the difference is
even greater if the comparison consisted of justitadThis said other equivalence

> For a listing of the standard errors associateth wiany of the countries in Figure 4 see the
information provided by the Luxembourg Income Stadly
www.lisproject.org/keyfigures/standarderrors.htm.
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scales will imply a different composition of thegsand may lead to different results
for some countries.

The fourth caution deals with the fact that in orte develop this list two
different data sources are relied upon. The fissthie Luxembourg Income Study
(LIS), an international data archive and reseamtwark directed to the comparative
analysis of income in the OECD. LIS relies uponc¢heperation of national statistical
agencies to provide up to date versions of natipmapresentative income surveys of
households and individuals. It undertakes a regpdinsome information to ensure
comparability in definitions and concepts, publsisatistics of broad interest, and
makes micro data files accessible to researchees way that respects respondent
confidentiality. The second source is Mira d’Ercaled Forster (2005). These poverty
rates are based on calculations performed by aaomktaf international consultants
using nationally representative data sources aonddamted by the OECD. Both LIS
and the OECD report using the same methods anditiefis with respect to the
measurement of income, the unit of analysis, andvatence scales. Figure 4 is based
upon the most recently available data from eachcegwr the most reliable source
when in a couple of cases there are acknowledgesbns to question reliability.
The need to use both sources stems from the fattribt all national statistical
agencies provide data to LIS or provide timely ddtae comparability of these two
sources is examined along a number of dimensiodgppendix Tables A-2, A-3 and
A-4, which suggest that for the most part the estés are within the range of
statistical uncertainty and that they show the sdimextion of change.

The final caution has to do with the sensitivity thie calculations to the
particular low income threshold used to identife thoor: one-half of the median
individual income'” A complete picture of low income cannot be painteith a
single statistic. It makes a good deal of sensepfdicy makers to be aware of the
entire income distribution. This can be depictedtfe lower half by using several
poverty lines. Table 3 offers a series of child grby rates for 15 of the 26 countries
for which micro data was available. The threshaldsy from 30 per cent to 70 per
cent of the median income, which encompass thesrangurrent policy discourse.

At one extreme child poverty is virtually non-exist when the line is drawn
as low as 30 per cent of the median, but this tsumbversally the case. In Mexico
close to 14 per cent of children are still poorading to this threshold, in Italy and
the United States more than 5 per cent, and inNtnerlands almost 4 per cent.
These countries continue to have a non-trivial priopn of children with very low
relative incomes. Seven of 15 countries have cpdderty rates lower than 10 per
cent using 50 per cent of the median, but evemased countries a large fraction of
children hover just above this threshold. This védenced by the fact that child
poverty rates more than double for low poverty redentries like Finland, Norway,
Sweden in moving from a 50 to a 60 per cent cut-Dfffe increase is also important

6 There are two exceptions to this. The information Australia is provided by the Social Policy
Research Centre, University of New South Wales With assistance of Bruce Bradbury, and that for
France is from special tabulations provided by Dieection des Statistiques Démographiques et
Sociales of INSEE with the assistance of P. Cheralnd also Christine Bruniaux of the Conseil de
I'Emploi et de la Cohésion sociale.

" The median is calculated using individual incorties account for the equivalence scale.
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for many high child poverty rate countries like &ud, Canada, the United Kingdom,
and lItaly. With a poverty line of 60 per cent ofdia income their poverty rates are
all above 20 per cent. Only three countries havle gioverty rates below one-in-ten

when the threshold is set at this level. With @& lat 70 per cent there is no country

with a rate below 10 per cent, and all but threzabyove 20 per cent with six higher
than 30 per cent.

Table 3: Child poverty rates for different poverty lines in selected OECD
countries

Poverty line (as per cent of median income)

Country Year

30 40 50 60 70
Finland 2000 0.4 13 2.8 8.0 17.9
Norway 2000 0.9 1.6 3.4 7.5 151
Sweden 2000 0.7 1.8 4.2 9.2 17.3
Belgium 1997 1.7 3.2 7.7 13.7 20.2
Hungary 1999 2.6 4.4 8.8 16.9 26.0
Luxembourg 2000 0.5 21 9.1 18.3 28.9
Netherlands 1999 3.9 5.9 9.7 14.2 21.2
Austria 1997 3.3 6.5 10.2 17.3 28.5
Germany 2001 2.8 6.2 10.2 16.9 25.2
Poland 1999 2.6 6.1 12.6 21.4 30.5
Canada 2000 3.2 7.7 14.9 23.3 33.0
U.K. 1999 25 55 15.4 27.0 36.8
Italy 2000 5.8 10.6 16.6 26.5 37.3
u.S. 2000 7.6 141 21.9 30.2 37.9
Mexico 1998 13.8 20.9 27.7 35.0 41.7

Source: Calculations by author using Luxembourg Incomed$t

4.2 Changes in child poverty rates

Figure 5 charts changes in child poverty rates eetwabout the end of the 1980s and
early 1990s, just before or around the time thev€ntion came into effect, and the
late 1990s and early 2000s, roughly a decade lmtel6 of the 24 countries featured
child poverty rates have risen by more than onegeage point, and in only three —
the United Kingdom, the United States, and Norwayas there been a statistically
significant fall. Of these only Norway began the9@8 with relatively low child
poverty rates. At the other extreme child povedies rose by about four or more
percentage points in Belgium, Luxembourg, the CzRelpublic, and Poland. The
experience in the majority of OECD countries suggebat the relative economic
situation of low income children has deteriorated.
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Figure 5: Changes in child low income rates in th©ECD using a moving poverty
line: between late 1980s/early 1990s and late 198&wly 2000s
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Source: For those countries labelled with + Mira d’Ercaled Forster (2005). For those labelled with a *
the sources are special tabulations as provideBrbge Bradbury for Australia, the INSEE for France,
and from Corak, Fertig, and Tamm (2005) for Germduy all others Luxembourg Income Study.

A more refined picture of these changes is offéneflable 4 and illustrated in
Figure 6, offering changes in child poverty ratesing both a moving and a fixed
poverty line for 14 countries for which access he tmicro data to undertake the
calculations was available. Among the countriesee®ncing increases in child
poverty rates according to a moving poverty linerfean be said to have actually
undergone the type of change depicted hypotheti¢alFigure 3. In Mexico, lItaly,
Hungary, and to a lesser extent Germany the powveegsured against both a moving
and a fixed threshold increased significantly. Ehase examples of cases in which a
backstop was not set on child poverty rates so lilgathe end of the 1990s it was
higher even by the standards prevailing a decaderahen the Convention came
into force. In the face of turbulent economic ctemthat saw either very little growth
in median incomes (as in Germany) or significantlides (as in all three of the
remaining countries) children lost ground relativebetter times in the past, but also
relative to prevailing income levels. Like othersthe population their standard of
living declined, but the burden of economic chaatg® fell disproportionately upon
them.

Figure 6: Changes in child poverty rates in selecttOECD countries using a
moving and a fixed poverty line: between late 1980=arly 1990s and late
1990s/early 2000s
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Source: See Table 4.
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Table 4: Child poverty rates over time and for fixel and moving poverty lines

Year Child poverty rate Change in child poverty rate Median equivalent income
. . expressed in country’s own
T-10 T _\If_el%r Year T Year T p0\|/:elz)r(§/ dline pol\\/l/g;?;ﬁne ( (EJl_Jrren_cy, adjusteg for
inflation to year T)
using using using
T-10 T-10 T T-10 T
poverty line poverty line poverty line
@) ) 3 4 ®) 6)=(4)-3) (M=(5-() 8 9)

Belgium 1988 1997 3.8 4.0 7.7 0.2 3.9 500 847 597 664
Mexico 1989 1998 24.7 33.1 27.7 8.4 3.0 16 655 14 653
Germany 1989 2000 7.6 8.7 10.2 11 2.6 16 496* 17 403*
Italy 1991 2000 14.0 18.1 16.6 4.1 2.6 23 713* 22 823*
Hungary 1991 1999 6.9 204 8.8 135 1.9 706 646 548 997
Netherlands 1991 1999 8.1 8.4 9.7 0.3 1.6 32 203 34 486
Sweden 1992 2000 3.0 2.8 4.2 -0.2 1.2 140 448 153 350

Finland 1991 2000 2.3 3.1 2.8 0.8 0.5 97 454 96 371
Canada 1991 2000 15.3 14.0 14.9 -1.3 -0.4 24 887 25512
Norway 1991 2000 5.2 2.0 3.4 -3.2 -1.8 172 215 200 641
USA 1991 2000 24.3 17.0 21.9 -7.3 -2.4 20 964 24 093
UK 1991 1999 185 7.7 154 -10.8 -3.1 9501 10 877

Note: Countries are ranked by column (7), the changeoirerty rates according to a moving poverty IhEor Italy in thousands of national currency unfts Germany in
2000 Euro.

Source: Calculations by author using Luxembourg Incomedgt
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In Belgium, the Netherlands, and to a lesser ex@weden the situation was
slightly different, though still can be understaoderms of Figure 3. Median incomes
increased in these countries, but this was noectdtl in lower child poverty rates.
The backstop was respected in that children maiethitheir standard of living
relative to the early 1990s. But they experiencedenof the benefits in income
growth, losing ground relative to the median. Poveaites according to a moving line
rose.

Only in Norway, the United States, and the Unitedgdom can it be said that
the type of scenario depicted in Figure 2 playetlsince the Convention came in to
force, with child poverty rates falling accordirgtioth indicators.

4.3 Setting feasible targets

The reasons for these changes require much moeeledetstudy and reflect the
influences of families, labour markets, and goveenmpolicy on the material
situation of children. These issues are discussedhien and Corak (2005), but it is
important to note that families and labour markats limited in their capacity to
lower child poverty rates below 10 per cent. Figareontrasts the child poverty rates
used in Figure 4, those based on household disfgosaimme, with rates defined on
the basis of market incomes (before taxes andferes)s Child poverty rates are above
10 per cent in 20 of the 21 countries listed inuFgég7 and above 20 per cent in eight
of them. Switzerland is the only country with aldhpoverty rate based on market
incomes that is lower than 10 per cent.

This said, the difference between low income raefore and after taxes and
transfers should not be taken as an assessmem ahpact of tax/transfer policy on
children. This is a very simplistic description thakes no account of the behavioural
impact of these policies, nor does it account f@m-nash transfers and the provision
of other public goods. Corak, Lietz and Sutherld2605) examine government
budgets and their impact on child poverty ratesninch more detail, and note, as
Figure 7 suggests, that the very wide range in pyvates children face in these rich
countries has something important to do governmartand spending decisions.
Overall poverty rates resulting form market incomasy by roughly a factor of three,
from about 10 per cent to about 30 per cent. Btérabxes and transfers they are
much more differentiated, varying by a factor afiei from around 3 per cent to 28
per cent.
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Figure 7: Child low income rates in the OECD basedn market sources and
disposable income: late 1990s and early 2000s
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One representation of the relationship betweendclpbverty rates and
government budgetary decisions is depicted in Eidrwhich contrasts poverty rates
with the percentage of GDP devoted to family arieeotelated social benefits. These
include government expenditures on family allowancdisability and sickness
benefits, formal day care provision, unemploymestirance, employment promotion,
and other forms of social assistarite. The figure shows that the greater the
proportion of GDP directed to these areas, the lalwe child poverty rates. In no
country devoting 10 per cent or more of GDP islthve income among children above
10 ger cent; in no country devoting less than Sceet is it below about 15 per cent or
sol

Figure 8: Family related social expenditures and dld poverty rates in the OECD
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'8 The source of these data is the provisional versfoOECD (2004), Social Expenditures Database,
available at www.oecd.org/els/social/expenditureede data do not include expenditures on education
and health as they are not directed in the firstaince to income security. More detail on the cptece
and content of this information is available in AGEC20 Years of Social Expenditure: the OECD
Database’ Paris: OECD.

% The single possible exception to this is Japah withild poverty rate of 14.3 per cent and leas

per cent of GDP devoted to these expenditures.ilBthis case there might be an understatement of
social spending as a certain amount of social supp@rovided directly by employers. See Bradshaw
and Finch (2002) on this point.
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Source: For child poverty rates see Table 2. For socigkeditures the source is OECD (2004), Social
Expenditure Database, provisional version.

This relationship should not be taken as simplyenting a truism that
countries redistributing more of their nationalante will have more equal post tax
and transfer income distributions, and therefosealler proportion of the population
below a particular fraction of the median incomérsti- there is a good deal of
variation in outcomes between the two extremes. éxample, 10 of 26 countries
devote between 7 to 10 per cent of GDP to soaalsfers but their low income rates
of children vary by a factor of more than five,frdows of 3.4 per cent and 7.3 per
cent in Norway and France to over 15 per cent nWiK and New Zealand. Second,
and relatedly, there is a choice to be made betwl@enting spending to these types
of benefits or to other types addressed to the :n@édther population groups. In
some large measure the relationship between segm@dnditures and child poverty
depends not only on the level of government suput also on how it is structured
and delivered.

All this is to suggest that in countries with maatershares of GDP devoted to
family and related expenditures there is a good diwariation in child low income
rates and there is greatest potential for redutiiegn below 10 per cent. Countries
spending about 7 to 7% per cent of GDP on family ratated benefits but with child
poverty rates above 10 per cent include: Austrahe, United Kingdom, Austria,
Germany, New Zealand, and Poland. Attaining a taafeless than one-in-ten
children in poverty is something these countrieghthgive consideration. In countries
with lower rates of spending attaining this targeay involve increases in the
proportion of support directed to children. Someirddes with child poverty rates
between 5 and 10 per cent spend similar proporta@in&DP as others with rates
below 5 per cent. Luxembourg, France, the Nethddaand Belgium could strive to
lower child poverty rates below one-in-twenty wititaignificant overall increases in
spending.

These suggestions are meant to be indicative drig. extent to which they
represent feasible goals presupposes an undersgabdih of how labour markets,
families, and social policy interact to determirfeld outcomes, and an appreciation
of the priorities and trade-offs actually embeddedjovernment budgets. The latter
are in part discussed in Corak, Lietz and Suthdrlé2005) using a number of
different measures of social spending. While tHerimation in Figure 8 is certainly
suggestive of feasible goals, it is only a stariognt and requires reflection within
each national context, one that recognizes bothda&odimensions of poverty than
just income and a broader set of policies thanijusime transfers.

5. CONCLUSION

Articles 4 and 27 of the Convention on the Rightshe Child together establish the
elimination of child poverty as a policy commitmehéat governments in both rich and
poor countries should take as a top priority. Tgkiop priority does not mean that
child poverty can be eliminated instantly. It isognized that social and economic
rights sometimes need to be realized progressiaslythe understanding of issues
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evolves, and as appropriate and effective intefwestare uncovered and put into
place. But this also does not mean that the comenitrto eliminate child poverty is

always one for tomorrow. Rather there should bgmssive movement to lower and
lower rates of child poverty as the ideal that di@h having first call on social

resources becomes entrenched in discourse andouescis

The analysis in this paper finds that reality is flam this ideal. First, child
poverty rates vary by more than a factor of terssthe OECD, from less than three
per cent to over 20 and almost 30 per cent. Thesetdes fall into four broad groups,
those with child poverty rates less than 5 per,aiiise with higher rates but still less
than 10 per cent, those with rates higher thanekOcpnt and as high as 20 per cent,
and finally two countries with more than one-indiwchildren being poor. Such
variation creates at least the presumption thatetle nothing inevitable about the
level of child poverty in a given country. All OEC&untries operate broadly similar
free-market economic systems, and their widelyedifig child poverty rates reflect
different policies interacting with labour markehda social institutions. Indeed,
poverty rates based upon disposable (after taxter &fansfer) incomes vary much
more than those calculated from solely market ireeam

Second, in the strong majority of countries for evhreliable data is available
child poverty rates, far from progressively decimi have actually gone up since the
early 1990s when the Convention on the Rights efChild first came into force. In
16 of 24 OECD countries the child poverty ratereg €nd of the 1990s was higher
than at the beginning, and in only three counthias it declined to a measurable
degree. Though the specific reasons for this trared not addressed it is not one
suggesting outright that children are a top pupticy priority.

There are at least three practical challengesniight stand in the way of this
being so: lack of clarity in a policy relevant defion of poverty; lack of
understanding in how families and labour marketskwto determine poverty rates;
and lack of understanding of the priorities embeldohegovernment tax and transfer
programs as well as their effectiveness in lowegaogerty rates. The major objective
of this paper is to address the first issue, thating to do with definition and
measurement. The first step in eliminating childvgrty requires governments to
clearly define and measure what it means for addbilbe poor. Without this credible
targets cannot be set and progress cannot be menhifbhis is only a first step, but an
important one that raises difficulties even for thest committed public policy maker.

Drawing from economic theory, accepted statistpraictice, and a review of
actual country experiences the questions that brisinswered are clarified, and a set
of principles to serve as a guide in addressingntiséated. A definition of poverty
requires the definition and measurement of theuess determining well-being; the
setting of a threshold distinguishing the poor frtime non-poor; and a meaningful
count of the poor. Theory and statistical practaféer some but not complete
guidance so that value judgments and practicaliiesd to bridge the gap. In all
aspects of these three issues there is a needdgnige the particular concerns of
children and to tilt information gathering towanshaeys that explicitly recognize their
situation.

Theory, statistical practice and actual public @pldebates in the OECD
suggest the following six principles to guide tloenfulation of a definition: (1) avoid
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unnecessary complexity by using an income basedsuneaof resources; (2)
complement this by measuring material deprivatiarealy using a small set of

indicators; (3) draw poverty lines with regard ticisl norms; (4) establish a regular
monitoring system and update poverty lines withiiva year period; (5) set a both a
backstop and a target by using fixed and movingepgvlines; and (6) offer

leadership and build public support for povertyuetibn.

The specifics of how these principles are put iptactice will vary from
country to country but in all cases they shouldibed to develop feasible and credible
targets for poverty reduction over the course gbaernment’s electoral mandate. In
many countries with poverty rates above 10 per tlentevel of social expenditure on
family related benefits is similar to other couasriwhere the child poverty rate is less
than 10 per cent. For these countries loweringfthetion of child who are income
poor below one-in-ten might be a goal not requiringreases in spending, but a
restructuring of priorities or delivery. In a simil way other countries could
reasonably strive to lower child poverty rates e per cent. But these targets are
only suggestive and require governments to not artlgulate an appropriate level but
also to understand how families, labour markets| swocial policy interact in their
national context. Feasible and credible targetscgired to make children a priority
over the course of an electoral mandate, and titahet downward to ever more
demanding levels with each new government are itapofirst steps in reversing the
trend of the past and setting a course for lowéd gdoverty in the future.
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Appendix 1

Table A-1: Low income thresholds used in the derivgon of poverty rates for
Figure 4

Luxembourg Income Study OECD
Year 50% of median Year 50% of median
equivalent income equivalent income

Australia
Austria 1999 104 972
Belgium 1997 298 832
Canada 2000 12 444
Czech Republic 2000 60 237
Denmark 2000 83 391
Finland 2000 48 727
France
Germany* 2000 8 702 2001 12.8
Greece* 1999 1 359
Hungary 1999 274 499
Ireland 2000 6 668
Italy* 2000 11 412
Luxembourg 2000 521 807
Mexico 1998 7 327
Netherlands 1999 17 243
New Zealand 2000/01 10 208
Norway 2000 86 108
Poland 2000 5740
Portugal 2000 714779
Spain 1995 926 809
Sweden 2000 70 224
Switzerland 2001 22 384
United Kingdom 1999 4751
United States 2000 10 482

Note: All data are expressed in inflation adjustedoral currency units for the year indicated exchpse
indicated with *. For Germany information is in Bsy and for Greece and ltaly it is in thousandsational
currency unit. The source for the OECD data is Anhable 2 of Mira d’Ercole and Forster (2005). Data
for Australia and France are not available.
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Table A-2: A comparison of child poverty rates fromtwo alternative data
sources: using most recently available data from eh source

Luxembourg Income Study OECD Difference
Year Rate Year Rate
Australia 1998/99 11.6
Austria 1997 10.2 1999 13.3
Belgium 1997 7.7
Canada 2000 14.9
Czech Republic 2000 6.8
Denmark 1997 8.7 2000 24
Finland 2000 2.8 2000 34 -0.6
France 2000 7.3
Germany 2001 12.8
Germany (West) 2000 6.8 2001 13.1
Greece 1999 12.4
Hungary 1999 8.8 2001 13.1
Ireland 2000 15.7
Italy 2000 16.6 2000 15.7 0.9
Luxembourg 2000 9.1
Mexico 1998 27.7
Netherlands 1999 9.8 2000 9.0
New Zealand 2000/01 16.3
Norway 2000 3.4 2000 3.6 -0.2
Poland 1999 12.7 2000 9.9
Portugal 2000 15.6
Spain 1995 13.3
Sweden 2000 4.2 2000 3.6 0.6
Switzerland 2001 6.8
United Kingdom 1999 154 2000 16.2
United States 2000 21.9 2000 21.6 0.3

Source: LIS data are from Luxembourg Income Study, KeyuFés, accessed at
www.lisproject.org/keyfigures.htm on June 8, 20@ECD data are from Mira d’Ercole and Forster
(2005).
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Table A-3: A comparison of child poverty rates fromtwo alternative data

sources: using most recent common year from eachwgce

Luxembourg Income Study OECD Difference
Year Rate Year Rate

Australia 1993/94 15.7 1993/94 10.9 4.8
Austria 1994 9.7 1993 7.3 2.4
Belgium
Canada
Czech Republic 1996 6.6 1996 5.5 1.1
Denmark 1995 9.5 1994 1.8 7.7
Finland 2000 2.8 2000 34 -0.6
France 1994 7.9 1994 7.1 0.8
Germany
Germany (West) 1994 10.6 1994 10.6 0
Greece
Hungary 1994 11.4 mid 1990s 10.3 1.1
Ireland 1994 14.6 1994 134 1.2
Italy 2000 16.6 2000 15.7 0.9
Luxembourg
Mexico
Netherlands 1999 9.8 2000 9.0 0.8
New Zealand
Norway 2000 34 2000 3.6 -0.2
Poland 1995 15.4 1995 16.2 -0.8
Portugal
Spain 1990 12.2 1990 10.6 1.6
Sweden 2000 4.2 2000 3.6 0.6
Switzerland
United Kingdom 1995 19.8 1995 17.4 2.4
United States 2000 21.9 2000 21.6 0.3

Source: LIS data are from Luxembourg Income Study, KeyuFés, accessed at

www.lisproject.org/keyfigures.htm on June 8, 20®ECD data are from Mira d’Ercole

(2005).
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Table A-4: A comparison of changes in child povertyates from two alternative

data sources

Luxembourg Income Study OECD Direction

early about change early about change  of change

19903 2000 1990s 2000 is same
Australia 15.5 11.6 -3.9
Austria 4.8 10.2 54 7.3 13.3 6.0 yes
Belgium 3.8 7.7 3.9
Canada 15.3 14.9 -0.4
Czech Republic 2.6 6.8 4.2
Denmark 5.0 8.7 3.7 1.8 24 0.6 yes
Finland 2.3 2.8 0.5 2.1 3.4 1.3 yes
France 6.1 7.3 1.2
Germany 12.8
Germany (West) 4.6 6.8 2.2 6.7 13.1 6.4 yes
Greece 12.7 12.4 -0.3
Hungary 6.9 8.8 1.9 5.7 131 7.4 yes
Ireland 13.3 15.7 2.4
Italy 14.0 16.6 2.6 135 15.7 2.2 yes
Luxembourg 5.0 9.1 4.1
Mexico 24.7 27.7 3.0
Netherlands 8.1 9.8 1.7 6.7 9.0 2.3 yes
New Zealand 14.3 16.3 2.0
Norway 5.2 34 -1.8 4.4 3.6 -0.8 yes
Poland 8.4 12.7 4.3 16.2 9.9 -6.3 no
Portugal 12.4 15.6 3.2
Spain 10.6 13.3 2.7
Sweden 3.0 4.2 1.2 2.6 3.6 1.0 yes
Switzerland 6.8
United Kingdom 18.5 15.4 -3.1 17.2 16.2 -1.0 yes
United States 24.3 21.9 2.4 22.2 21.6 -0.6 yes

! Austrian data are for 1987, Belgium for 1988, iGan for 1989, all others for either 1991 or 1992egt

Australian which are 1993/94.
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