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New Mobile Site
All indicators currently 
found on the KIDS 
COUNT Data Center 
can be accessed  
quickly and easily 
anytime, anywhere at:  
mobile.kidscount.org

State Profile Pages  
Now Available Online
National and State profile 
pages previously available 
in the Data Book are 
now accessible online at: 
datacenter.kidscount.org/
databook/2011/profiles

The KIDS COUNT Data Center provides 
easy online access to hundreds of child 
well-being indicators in areas of education, 
employment and income, health, poverty,  
and youth risk factors. Data are available  
for the nation and for states, as well as 
for many cities, counties, and school 
districts. The Data Center offers multiple 
tools to customize and share information. 
Ranking, mapping, and graphing tools allow 
customization of data that can be shared  
and updated through social media and  
other web-based applications.

Access the Data Center at:  
datacenter.kidscount.org

The KIDS COUNT Data Center
One-Stop Source for  
Child Well-Being Data
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live in single-parent families; such children 
typically have fewer economic and human 
resources available to them than children 
growing up in two-parent homes.

The most worrisome trend of all is the 
decline in economic well-being for children 
and families at the lower half of the income 
distribution. The last decade—the recession 
and the years preceding it—wiped out  
tremendous gains made in the late 1990s 
when child poverty declined dramatically, 
especially among African Americans, as did 
the percent of children growing up without 
at least one parent employed full time, year-
round. After dropping to a low of 39 percent 
in 2000, the percent of children living in 
low-income families (that is, with incomes 
of twice the official poverty line) gradually 
began to increase. Since 2001, the number of 
low-income children climbed steadily from 27 
million to 31 million in 2009, or 42 percent 
of children. The official child poverty rate, 
which is a conservative measure of economic 
hardship, reached 20 percent in 2009, essen-
tially the same level as 1990. (See the sidebar, 

“Measuring Economic Hardship.”)
Against this troubling backdrop, our 

2011 KIDS COUNT essay examines trends 
in the economic well-being of children and 

For the past 21 years, the  
KIDS COUNT project of the 
Annie E. Casey Foundation has 
tracked the well-being of chil-
dren at the national, state,  
and local levels. Over the years, 
our work has documented both 
great progress in child well-being 
and periodic setbacks.

The 10 key indicators we’ve tracked 
in the KIDS COUNT Data Book over the 
past two decades reveal significant overall 
improvements in health and safety outcomes 
for children. For example, infant mortality 
declined, as did death rates for children and 
teens. Outcomes for teenagers have generally 
improved, with decreases in both the high 
school dropout rate and the teen birth rate.

Despite these positive signs, however, 
there remain pockets of deep concern. Over 
the same two-decade period, the percent 
of low-birthweight babies increased, which 
means that more babies are born at risk for 
developmental delays and other problems 
as they grow. In addition, far more children 

Since 2001, the 
number of low-income 
children climbed 
steadily from 27 
million to 31 million  
in 2009.

31 million
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families in the wake of the recession and their 
implications for the nation’s economic future. 
Although the recession is technically over, it is 
clear that a large portion of America’s families 
continue to confront daunting challenges.

KIDS COUNT analysis shows a signifi-
cant jump in the number of children living in 
families with at least one unemployed parent; 
it also reveals that millions of children have 
been affected by the home foreclosure crisis. 
Unemployment remains high, median house-
hold income is down, and many families have 
depleted their savings and other assets. As 
they struggle to recover, families face the real-
ity that intergenerational economic mobility 
in the United States has not changed much 
over the past 40 years. If anything, it has 
declined. Children born to families at the 
lower end of the income scale have a particu-
larly hard time improving their economic 
position relative to their parents’.1

The good news is that we have a great deal  
of knowledge about how to help struggling  
families get back on track and increase their  
children’s chances for success, while building 
a vibrant economy. Our nation’s economic and  
fiscal health is inextricably tied to our willing
ness to put that knowledge to work—to invest 
in proven strategies that help children reach their 
full potential and equip them with the knowl-
edge, skills, and abilities necessary to contribute 
to a growing economy and a vibrant society.

We recognize and appreciate the very 
difficult decisions ahead as policymakers in 
Washington, DC, and state capitols across 
the country grapple with budget deficits at all 
levels of government. Current debates about 
what to cut from the budget, what to preserve, 
and whether to raise additional revenues will 
ultimately need to be resolved through tough 
choices and compromises. Despite signifi-
cant disagreements over the best way forward, 
there is widespread acknowledgment across 
the political spectrum that our country’s  
long-term prosperity depends on how well  
we prepare the next generation to meet the 
challenges of a competitive global economy.

As policymakers deliberate these thorny 
and often controversial issues, we urge them 
to keep focused on the importance of pre-
paring our children for the future. And that 
means focusing on the economic prospects  
of families today and on the educational  
success of all children.

The research is clear: Children who grow 
up in low-income families are less likely to 
successfully navigate life’s challenges and 
achieve future success. The younger they are 
and the longer they are exposed to economic 
hardship, the higher the risk of failure.  
Our work at the Casey Foundation has  
shown that the most effective way to put 
children on a path to productive, success-
ful adulthood is through two-generation 
strategies—strategies that both help parents 
move their families ahead economically and 
improve young children’s health, develop-
ment, and educational success.

We begin this essay with a review of  
the data on how children and families are  
faring in the wake of the recession. We then 
look at what the research says about the 
importance of family economic success and 
early childhood investments for increasing 
opportunity and preparing the next genera-
tion to succeed. Drawing from successful 
initiatives at the state and federal levels, we 
then discuss effective policies and programs 
that can help ensure a strong economic  
future for the country.

Despite significant disagree- 
ments over the best way forward, 
there is widespread acknowledg-
ment that our country’s long-term  
prosperity depends on how well 
we prepare the next generation  
to meet the challenges of a  
competitive global economy. 
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F or a family of four, the 2011 federal poverty 
level is $22,350 a year. However, this measure 

has not been revised since the 1960s. The current 
federal poverty measure equals about 30 percent of 
median household income, whereas in the 1960s, the 
poverty level was nearly 50 percent of the median.2

As a result, the official poverty measure is widely 
acknowledged to be an inaccurate depiction of 
a family’s ability to meet basic needs. Research 
shows that families with incomes between 100 
and 200 percent of the poverty level face material 
hardships and financial pressures similar to  
families officially counted as poor. For example, 
missed rent payments, utility shutoffs, inadequate 
access to health care, unstable child care arrange-
ments, and food insecurity are experiences common 
among families with income below 200 percent 
of the poverty level.3

Research suggests that to meet their basic needs, 
families actually need an income of roughly twice 
the official poverty level ($44,700 a year for a 
family of four), which can include benefits like  
the Earned Income Tax Credit or Supplemental 
Nutrition Assistance Program.4 To assess economic 
well-being, analysts refer to families with income 
below 200 percent of poverty as “low income” 
and use this standard in addition to the official  
poverty measure.

Note that both the official poverty measure and the 
low-income standard refer only to a family’s income 
and do not take into account savings, homeowner-
ship, or other types of assets, which are an integral 
part of family economic success.

The Official Poverty Measure and the Low-Income Standard

Measuring Economic Hardship
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How Children are Faring 
in the Wake of the 
Economic Downturn

adverse educational, health, and other nega-
tive outcomes that may limit their future 
productivity and our country’s long-term  
economic stability.

Unemployment and Declines in Family 
Income. Recent research confirms a causal 
link between family income and young 
children’s academic achievement and later 
success, underscoring the critical impor-
tance of helping families maintain an income 
source during spells of unemployment.5

Almost 11 percent of our nation’s chil-
dren had at least one unemployed parent in 
2010, affecting nearly 8 million children. This 
number more than doubled between 2007 
and 2010. African -American children were 
nearly twice as likely as white children to have 
an unemployed parent. Children whose more 
highly educated parent had only a high school 
diploma were far more likely to experience 
parental unemployment than children with  
a college-educated parent (see Table 1).

Although the unemployment rate has 
been gradually declining, economists agree 
it is likely to remain high for several years.6 
Furthermore, long-term unemployment—
defined as being out of work for six months 
or more—has increased dramatically. At the 
start of the recession, the long-term unem-
ployed accounted for 17 percent of those out 
of work. Today, they comprise 45 percent.7

Not surprising, household income 
declined during the recession, with significant 
differences by race and ethnicity. Median 
household income fell for all groups between 
2007 and 2009, but the impact was particu-
larly severe for African -American and Latino 
households, whose incomes were much lower 
to begin with (see Table 2).

As a result of unemployment and income 
loss, 42 percent of our nation’s children, or 
about 31 million, lived in low-income families 
in 2009—an increase of more than 2 million 
children since 2007 (see Table 3).8 Left unad-
dressed, such widespread economic insecurity 
will limit the potential of millions of children 
and hinder national economic progress.

The recession hit families with children 
hard, especially those who were already 

vulnerable. Three years after the downturn 
began, unemployment and the proportion 
of households at risk for foreclosure remain 
high, and many families have depleted what 
little savings or other assets they had. The 
result is that large numbers of our nation’s 
children are living in families that continue 
to face deep economic insecurity. Racial and 
ethnic disparities in income and wealth are 
wider than before the crisis. Without positive 
action, these conditions will put a substantial  
portion of the nation’s children at risk for 

Recent research confirms a 
causal link between family 
income and young children’s 
academic achievement and later 
success, underscoring the critical 
importance of helping families 
maintain an income source  
during spells of unemployment. 

Almost 11 percent of our 
nation’s children had at 
least one unemployed 
parent in 2010, affecting 
nearly 8 million children.

11 percent

A Worsening Picture for Vulnerable 
Children and Families
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source Population Reference Bureau analysis of the American Community Survey, 2007 and 2009.

source Annie E. Casey Foundation, KIDS COUNT Data Center, datacenter.kidscount.org
note Low-income families are defined as those with incomes below 200% of the federal poverty level.

TABLE 3 

Number and Percent of Children Living in Low-Income Families: 2007 and 2009

– $2,752

– $1,991

– $2,042

– $87

$64,566

$33,982

$38,980

$81,957

– 4.1

– 5.5

– 5.0

– 0.1

30,737,000 (42%)28,610,000 (39%) 7.4

Change from 2007
Median Household 

Income: 2009 Percent Change from 2007

2009 
Number (Percent)

2007 
Number (Percent) Percent Increase from 2007

White

Black

Latino

Asian American

source Population Reference Bureau analysis of Current Population Survey (CPS) Basic Monthly Data 2007–2010. 
note Parent’s educational attainment is reflective of the parent with the higher level of education.

6

11

8

6

4

3

5

9

6

4

3

2

11

16

13

10

7

5

11

16

14

11

7

5

20082007 2009 2010

TOTAL

Not a High School Graduate

High School Diploma or GED

Associate’s Degree

Bachelor’s Degree

Graduate Degree

TABLE 1 

Percent of Children With an Unemployed Parent by Parent’s  
Educational Attainment: 2007–2010

TABLE 2 

Changes in Median Income for Households With Children  
by Race and Ethnicity: 2007 and 2009 (2009 dollars)

Embargoed until 12:01 a.m. EDT, August 17, 2011



2011 KIDS COUNT Data Book    State Profiles of Child Well-Being12

1 2 3 to 5 6 to 13

N.R. Not Ranked. 
source Population Reference Bureau’s Analysis of Mortgage Bankers Association National Delinquency Survey and the U.S. Census Bureau American Community Survey. 
Percent of Children Affected by Foreclosure Since 2007 is the estimate of the percentage of children under age 18 living in a household that entered foreclosure in 2007,  
2008, or 2009. Children living in rental units are not included in this analysis.
See Definitions and Data Sources, page 68.

1		N  orth Dakota	 1

1		S  outh Dakota	 1

1		  Vermont	 1

1		W  yoming	 1

5		  Alaska	 2

5		  Arkansas	 2

5		I  owa	 2

5		K  ansas	 2

5		K  entucky	 2

5		L  ouisiana	 2

5		M  aine	 2

5		M  ontana	 2

5		N  ebraska	 2

5		N  ew Mexico	 2

5		N  orth Carolina	 2

5		  Pennsylvania	 2

5		W  ashington	 2

5		W  est Virginia	 2

5		W  isconsin	 2

20		  Alabama	 3

20		C  onnecticut	 3

20		D  elaware	 3

20		H  awaii	 3

20		I  daho	 3

20		M  assachusetts	 3

20		M  innesota	 3

20		M  ississippi	 3

20		M  issouri	 3

20		N  ew Hampshire	 3

20		N  ew York	 3

20		O  klahoma	 3

20		O  regon	 3

20		S  outh Carolina	 3

20		T  ennessee	 3

20		T  exas	 3

20		  Utah	 3

20		  Virginia	 3

38		C  olorado	 4

38		I  llinois	 4

38		I  ndiana	 4

38		M  aryland	 4

38		N  ew Jersey	 4

38		O  hio	 4

38		R  hode Island	 4

45		G  eorgia	 5

45		M  ichigan	 5

47		C  alifornia	 7

48		  Arizona	 8

49		  Florida	 10

50		N  evada	 13

N.R.		D istrict of Columbia	 4

N.R.		 Puerto Rico	 <0.5

Percent of Children Affected by Foreclosure Since 2007

	Rank	S tate	R ate 	Rank	S tate	R ate 	Rank	S tate	R ate 	Rank	S tate	R ate
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percent, while it was 45 percent for African 
Americans and 47 percent for Latinos.13

Another consequence of foreclosure  
has been to push more families into an  
expensive rental market. Whether they are 
renters or homeowners, housing costs are  
burdensome for many low-income families. 
In 2009, 67 percent of low-income children—
nearly 21 million—lived in households  
where housing costs exceeded 30 percent  
of income, cutting into the resources available 
for food, transportation, child care, and  
medical expenses.14

Even before the foreclosure crisis, mil-
lions of families lacked the assets necessary to 
cope with an unexpected financial hardship, let 
alone save for the future. In 2005, 29 percent 
of families with children were considered “asset 
poor,” meaning that their total assets (liquid 
and non-liquid) were worth less than three 
months of income at the official poverty level. 
By 2009, the percent of families with children 
who were asset poor had jumped to 37 percent. 
(In 2011, the income poverty level for a family 
of four is $22,350. The asset poverty level is a 
quarter of this, or $5,588 in assets.)

Differences in asset poverty by race and 
ethnicity are extreme. The 2009 rates of asset 
poverty among African -American families 
(59 percent) and Latino families (54 percent) 
were at least double the rate for white families 
(27 percent).15

The effects of the economic crisis on 
children’s well-being would have been far 
worse had it not been for federal extensions of 
Unemployment Insurance (UI). UI benefits 
not only stabilize families financially during 
job searches, but they also stimulate the econ-
omy by boosting consumer spending. At the 
low point of the recession, an estimated 1.8 
million job losses were averted because of the 
stimulative effects of unemployment benefits, 
which kept the unemployment rate approxi-
mately 1.2 percentage points lower than it 
would have been.9

The American Recovery and Reinvestment  
Act (ARRA) also mitigated the effects of the 
recession on children by temporarily expand-
ing Supplemental Nutrition Assistance 
Program benefits (SNAP, formerly food 
stamps); creating a temporary tax credit for 
working families (the Making Work Pay 
Credit); and expanding the Earned Income 
Tax Credit and the Child Tax Credit.10 These 
benefits helped families meet their children’s 
most basic needs at home, while pumping 
money into the economy.

Foreclosure and Asset Loss. Research has 
shown that savings and homeownership are 
associated with improved cognitive develop-
ment among school-age children, as well as 
with increased high school graduation rates.11 
Until the recent housing market meltdown, 
owning a home was one of the most reliable 
ways for lower-income families to build assets. 
Estimates produced for KIDS COUNT indi-
cate that more than 5.3 million children have 
been affected by foreclosure since 2007 (see 
map).12 Loss of a home can throw children’s 
lives into turmoil and disrupt their education 
as their parents try to recover financially and 
find a permanent new home.

The foreclosure crisis widened the 
already enormous racial and ethnic gap in 
homeownership. Between 2005 and 2008, the 
foreclosure rate for blacks and Latinos was 
roughly 170 percent of that for whites and 
Asian Americans. By October 2010, the hom-
eownership rate for whites stood at nearly 75 

The foreclosure crisis widened 
the already enormous racial  
and ethnic gap in homeown-
ership. Between 2005 and 
2008, the foreclosure rate for 
blacks and Latinos was roughly 
170 percent of that for whites 
and Asian Americans. 

By 2009, the percent 
of families with  
children who were  
asset poor had jumped 
to 37 percent.

37 percent
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Health insurance is another valuable 
asset that protects families from high medical 
expenses and debt, while helping them obtain 
needed medical care. Over the past two 
decades, public coverage has played a vital 
role in keeping children insured. Increases  
in Medicaid eligibility and the creation of the 
State Children’s Health Insurance Program 
(SCHIP) made public health insurance avail-
able to children living above the poverty line, 
reducing the numbers of uninsured children 
in low- and middle-income families alike.  
For example, the proportion of middle-
income children without health insurance 
declined from 20 percent to 10 percent 
between 1985 and 2008, despite the wide-
spread loss of employer-sponsored coverage 
during that time.16 During the recession, 
ARRA helped states maintain public health 
insurance coverage for children, as well as 
absorb thousands of newly eligible children 
who became uninsured because of their  
parents’ unemployment.

But large numbers of low- and middle-
income parents continue to be ineligible for 
public coverage. In 2008, an estimated 11.9 
million parents with children under age 18 
lacked health insurance coverage, although 

rates of uninsured parents vary dramati-
cally by state, from a low of 4 percent in 
Massachusetts to a high of 33 percent in 
Texas.17 Studies show that when parents lack 
health coverage, their children are also less 
likely to get regular medical care.18

Growing Economic Insecurity  
and Declining Opportunity
A gradual erosion of economic security over 
the past 30 years exacerbated the downturn’s 
toll on children and families at the lower half 
of the income scale, which will make it more 
difficult for them to recover once the economy 
has rebounded. Long before the recession, 
employment was already considerably less 
stable, and unemployment rates were higher 
for those without a college degree. Median 
earnings for workers with only a high school 
diploma are substantially lower today than 
a generation ago largely because of the loss 
of manufacturing jobs that offered family-
supporting wages and benefits. Although less 
dramatic, large numbers of white-collar,  
middle-income jobs have also disappeared, 
given globalization and technological develop-
ment.19 These middle-income jobs have largely 
been replaced by either low-wage service jobs 
that provide little opportunity for advance-
ment or high-wage, high-skill jobs that often 
require post-graduate education or training.

It now takes two incomes to maintain 
the same standard of living that a unionized 
blue-collar worker with only a high school 
diploma provided for his family a genera-
tion ago. At the same time, families face 
increased costs for child care and transporta-
tion since most parents are in the labor force. 
The decline in employer-sponsored health 
insurance required many families to absorb 
high insurance costs themselves or go without 
insurance altogether. Squeezed financially, 
struggling families have had little left over to 
save, and many have accumulated enormous 
debt.20 All of these trends have left low- and 
middle-income families with few buffers 
against the hardship of a deep recession,  
making the road to recovery far steeper.

A gradual erosion of economic 
security over the past 30 years 
exacerbated the downturn’s toll 
on children and families at the 
lower half of the income scale, 
which will make it more difficult 
for them to recover once the 
economy has rebounded.

In 2008, an estimated 
11.9 million parents 
with children under 
age 18 lacked health 
insurance coverage.

11.9 million
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1		N  orth Dakota	 5

2		N  ebraska	 6

2		S  outh Dakota	 6

4		I  owa	 7

4		L  ouisiana	 7

4		N  ew Hampshire	 7

4		  Vermont	 7

4		W  yoming	 7

9		M  aryland	 8

9		M  ontana	 8

9		  Utah	 8

12		  Alaska	 9

12		D  elaware	 9

12		K  ansas	 9

12		M  aine	 9

12		M  assachusetts	 9

12		M  innesota	 9

12		N  ew York	 9

12		T  exas	 9

12		  Virginia	 9

21		  Arkansas	 10

21		C  onnecticut	 10

21		H  awaii	 10

21		I  daho	 10

21		N  ew Jersey	 10

21		O  klahoma	 10

21		  Pennsylvania	 10

21		W  est Virginia	 10

21		W  isconsin	 10

30		  Arizona	 11

30		C  olorado	 11

30		M  issouri	 11

30		N  ew Mexico	 11

30		O  hio	 11

30		S  outh Carolina	 11

30		T  ennessee	 11

37		  Alabama	 12

37		  Florida	 12

37		G  eorgia	 12

37		M  ichigan	 12

37		M  ississippi	 12

37		N  orth Carolina	 12

37		W  ashington	 12

44		C  alifornia	 13

44		I  llinois	 13

44		I  ndiana	 13

44		K  entucky	 13

44		O  regon	 13

49		R  hode Island	 14

50		N  evada	 16

N.R.		D istrict of Columbia	 15

N.R.		 Puerto Rico	 N.A.

n.r. Not Ranked. 
n.A. Not Available.
SOURCE Population Reference Bureau analysis of Current Population Survey (CPS Basic Monthly Data 2007–2010). Individuals are counted as unemployed only if they 
are actively seeking paid employment; figures do not include stay-at-home parents.
See Definitions and Data Sources, page 68.

	Rank	S tate	R ate 	Rank	S tate	R ate 	Rank	S tate	R ate 	Rank	S tate	R ate

Percent of Children With at Least One Unemployed Parent by State: 2010

5 to 7 8 to 9 10 to 11 12 to 16
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The quintessential American Dream 
that hard work will lead to greater oppor-
tunity and a steady climb up the economic 
ladder has become increasingly challenging 
to achieve for families at the bottom of the 
income scale. In fact, economic mobility in 
the United States is lower than in Canada 
and many European countries, including the 
United Kingdom, Germany, and France.21

In this country, children born to parents 
in the lowest fifth of the income scale are 
likely (42 percent) to end up there as adults. 
Similarly, children of parents in the highest 
income group are likely to stay there (39  
percent). African-American families have 
found upward mobility especially difficult 
to sustain. Fully 45 percent of black children 
whose parents were solidly middle income 
end up falling to the bottom of the income 
distribution, compared with only 16 percent 
of white children.22 

One reason that African-American 
families are more vulnerable to downward 
mobility has to do with the wealth gap: 
White and black families of similar income 
levels have vastly different amounts of assets, 

such as savings, home equity, life insurance, 
and stocks and bonds. Assets can soften the 
blow of unemployment or other disruptions 
to family income and can protect families 
from accumulating debt in the event of seri-
ous illness or other type of crisis. In short, all 
families need assets to sustain hard-won gains 
in income from one generation to the next.

A society that provides the opportu-
nity for individuals to excel based on their 
own talents and efforts isn’t just a cherished 
national ideal. Economic mobility spurs  
innovation, entrepreneurship, and over-
all rates of economic growth. Many of the 
remarkable gains in opportunity that our 
country achieved in the latter half of the 20th 
century—opportunities that provided path-
ways from poverty to the middle class—have 
begun to erode or are in jeopardy. Good jobs 
with a chance for advancement were once 
plentiful for hard-working high school gradu-
ates, but have now largely dried up. 

Although a college degree greatly increases 
the chance of moving up the economic ladder, 
a four-year diploma is increasingly out of  
reach for low-income young people. Tuition 
costs have skyrocketed at the same time that 
financial aid policies have made it more  
difficult for students with financial need  
to access college.23 As we work to restore 
our economy to its full potential, restoring 
opportunity for all should be a priority.

Economic mobility spurs 
innovation, entrepreneurship, and 
overall rates of economic growth. 
Many of the remarkable gains 
in opportunity that our country 
achieved in the latter half of  
the 20th century have begun  
to erode or are in jeopardy.

In this country, children 
born to parents in  
the lowest fifth of the  
income scale are likely 
(42 percent) to end  
up there as adults.

42 percent
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we can expect to see an erosion in economic 
mobility and the weakening of our nation’s  
competitiveness in the global marketplace.

The Casey Foundation believes that 
providing the opportunity for all children to 
succeed requires two-generation strategies that 
simultaneously help parents put their families 
on a path to economic success and enhance 
children’s social, emotional, cognitive, and 
physical development from birth. Reducing 
the amount of time children are exposed to 
economic hardship and investing in their early 
childhood and early elementary years can 
provide children with a foundation for later 
success, including high school graduation, 
post-secondary education and training, and a 
successful transition to adulthood. As discussed 
below, two-generation strategies are vital to 
reducing socioeconomic and racial/ethnic  
disparities that affect children’s life chances.

A lthough there are differing opinions 
about how to solve our nation’s fiscal 

problems, few would disagree that strength-
ening our economy and reducing America’s 
debt for the long term cannot happen with
out adequate investment in the education,  
health, and social well-being of our children. 
Nobel Laureate James Heckman argues that 
achieving better outcomes for children is the 
single most effective way to create greater  
productivity and prosperity.24

Research makes clear the high price 
we pay if we fail to act in the best inter-
ests of the next generation. Even before the 
recession, child and youth poverty cost an 
estimated $500 billion a year in reduced eco-
nomic output, higher health expenditures, 
and increased criminal justice costs.25 Those 
costs are undoubtedly higher today, given the 
increase in economic hardship during the past 
three years.26 The true costs, however, reach 
far beyond dollars wasted. Without mak-
ing smart investments to give all children 
the opportunity to reach their full potential, 

The Path Toward 
Economic Opportunity  
for the Next Generation

Two-generation strategies to promote 
children’s success:

»» Help parents put their families on  
a path to economic success, and

»» Enhance children’s social, emotional, 
cognitive, and physical development 
from birth.

Two-generation strategies
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In this section, we review some of the 
research that underlies the Casey Foundation’s 
two-generation approach. We also identify 
public policies the Foundation believes will 
make a critical difference to children and fami-
lies, while propelling our nation toward greater 
economic strength and fiscal health.

Family Economic Success: Children 
Succeed When Parents Succeed
To help children grow into successful, pro-
ductive adults, parents need good jobs with 
good incomes, stable housing, affordable 
child care and health care, and enough assets 
to build a more prosperous future.

What the Research Says. We have a tremen-
dous amount of knowledge not only about 
how economic hardship affects children, but 
also about how to lessen harm. Research over 
the past two decades has consistently shown 
that ongoing exposure to economic stress and 
hardship harms children primarily through 
two mechanisms: decreased parental invest-
ments in children and high levels of parental 
stress. When parents are unemployed or their 
incomes are low, they may struggle to meet 
their children’s most basic needs—food, safe 
housing, medical care, and quality child 
care. They may be unable to provide books, 
toys, and activities that are developmentally 
enriching. Inadequate family income and 

economic uncertainty also increase parental 
stress, which, in turn, can cause depression 
and anxiety and increase the risk of substance 
abuse and domestic violence, all of which can 
compromise successful parenting.27

Economic hardship poses the great-
est risk to children when they are young. A 
child’s earliest years, especially from birth to 
age three, are formative. Children’s brains are 
developing rapidly, and the quality of their 
early relationships and environments can have 
lasting effects on their later development.28 As 
a result, cognitive, social, and behavioral gaps 
among children of different socioeconomic 
backgrounds are evident early on and will 
persist without intervention. For example, 
at age four, children who live in very low-
income families are 18 months behind the 
developmental norm for their age, and by  
age 10, the gap is still present.29

Nearly two decades of research shows 
that increasing family income can posi-
tively affect child development, especially 
for younger children. Experimental stud-
ies of temporary assistance programs offer 
some of the strongest evidence to date about 
the importance of income.30 For exam-
ple, programs that increase family income 
through employment and earnings supple-
ments have consistently shown improvements 
in school achievement among elementary 
school-age children; other studies have also 
shown links between increased income and 
improved school readiness in young children. 
By contrast, programs that increase levels 
of employment without increasing income 
have shown few consistent effects on chil-
dren. Other studies have shown links between 
increased income and reductions in behavioral 
problems in low-income children and youth.31

Whereas a basic level of income enables 
parents to provide for their children’s essen-
tial needs, savings, homeownership, and 
other assets give parents the ability to offer 
their children a better future. A large body of 
research finds a consistent positive relation-
ship between assets—specifically, total net 
worth and liquid assets, such as savings and 

At age four, children  
who live in very low-
income families are 
18 months behind the 
developmental norm for 
their age, and by age 10, 
the gap is still present.

18 months
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mutual funds—and academic achievement 
in grade school and college attendance and 
completion.32 Research suggests that assets 
improve outcomes for children through sev-
eral mechanisms. By helping families weather 
temporary economic hardships, such as job 
loss, high medical bills, or family breakup, 
savings and other liquid assets reduce parental 
stress and may improve parenting. Assets also 
provide parents with the financial where-
withal to invest in their children’s education. 
Finally, savings and asset accumulation 
reinforce and may help create a more forward-
looking, future orientation in parents and 
children alike.33 In short, helping families 
accumulate assets can increase their long-term 
financial stability, improve economic mobil-
ity, and reduce racial and ethnic disparities  
in children’s chances for success.34

Public Policies That Work. Nearly half (46 
percent) of all children under age three—
approximately 6 million infants and 
toddlers—were living in low-income families 
in 2009.35 With their futures at risk and 
our long-term national interests at stake,  
policymakers should have a great sense of 
urgency about supporting family economic 
success. Based on our work and experience, 
the Casey Foundation recommends the  
following strategies.

Continue to address the short-term effects  
of the economic crisis by strengthening  
and modernizing Unemployment Insurance 
and promoting foreclosure prevention and 
remediation efforts.

Strengthen Unemployment Insurance. Few expe-
riences are as difficult and frightening for a 
family—and the children in that family—as  
an extended period of unemployment for one  
of the primary breadwinners. Given stubbornly 
high unemployment, including significant  
increases in long-term joblessness, Unemploy
ment Insurance (UI) remains an important  
resource for parents who must meet their fam-
ilies’ basic needs while they search for work.

Federal funding of benefit extensions  
for workers who have been unemployed  
for more than 26 weeks has provided fiscal 
relief for states and continues to stimulate  
the economy. But the current extension is 
scheduled to expire at the end of 2011, and 
there are disagreements about what should 
happen if unemployment remains high.  
Even with federal support, state unemploy-
ment funds have been exhausted, forcing  
at least 30 states to borrow from the federal 
UI trust fund. Some economists caution  
that requiring increased employer contri
butions to shore up state funds would 
discourage job creation and that further  
federal borrowing to fund additional  
UI benefit extensions is unwise. 

Others have argued that to prevent  
steep cuts in benefits, steps are needed to 
restructure the financing of state UI trust 
funds in ways that will not only replenish 
them, but also restore their long-term health.

Our concern in this essay is with the 
well-being of children as families weather 
tough times, so we shall not enter the specific 
debates about UI financing. But since ample 
evidence supports the need for economic 
security throughout a child’s development,  
we believe that it will be advisable to extend 
UI benefits for the long-term unemployed 
beyond the end of the year if the unemploy-
ment rate has not significantly improved.

To help children grow into 
successful, productive adults, 
parents need good jobs with 
good incomes, stable housing, 
affordable child care and health 
care, and enough assets to  
build a more prosperous future. 
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proved to be one of our nation’s most effec-
tive anti-poverty programs for families with 
children. In 2001, the EITC lifted 6.6 mil-
lion Americans, half of them children, above 
the federal poverty line. In 23 states and four 
localities, state EITCs supplement the federal 
credit, pushing more families out of poverty 
and helping near-poor families make ends 
meet. Not only does the EITC allow low-wage 
workers to keep more of what they  
earn, but research shows that it also increases 
work effort. Although much smaller and  
only partially refundable, the Child Tax 
Credit lifted 2.3 million people above the  
federal poverty line in 2009, including about 
1.3 million children. These valuable tax 
credits should be preserved and, once state 
economies recover, should be expanded.

Strengthen Supplemental Nutrition Assistance 
Program (SNAP) benefits. SNAP benefits are 
another essential resource for families fac-
ing economic hard times. Not only do these 
benefits help parents keep their children from 
going hungry, but they are also typically 
spent within two weeks, putting the money 
right back into the economy. Efforts aimed 
at cutting funding or making fundamental 
structural changes to SNAP could potentially 
harm millions of vulnerable children and 
their families. Furthermore, we should ensure 
that SNAP benefits are sufficient to enable 
children and families to have enough food  
to last throughout the month.

Target child care assistance to those most in need. 
Due to limited funding, only a fraction of 
low-income families receive help paying  
for child care. Reliable, high-quality care is 
essential, both for parents to be able to work 
and as a vital support for children’s early 
development. One way to direct more funds 
to child care subsidies for low-income fami-
lies, which are funded through the Child 
Care and Development Fund (CCDF), is to 
restrict the child care tax credit to low- and 
moderate-income families—it currently has 
no income limit—and redirect the savings 

Prevent foreclosure. The mortgage foreclo-
sure crisis is far from over, and losing a home 
is one of the most stressful crises children 
can experience. However, states can adopt a 
number of simple and low-cost solutions to 
help smooth the road for families faced with 
foreclosure. For example, states can enact 
legislation to make foreclosure mediation 
mandatory, to avoid foreclosure if at all pos-
sible and potentially allow the family to stay 
in the home. States can also pass laws to make 
temporary federal tenant protections perma-
nent so that renters living in properties at risk 
of foreclosure do not automatically lose their 
lease. Finally, states should ensure that those 
facing foreclosure understand their rights by 
increasing funding for legal aid programs and 
partnering with bar associations for pro bono 
foreclosure assistance.

Help struggling families make ends meet by 
preserving and strengthening existing programs 
that supplement poverty-level wages, offset 
the high cost of child care, and provide health 
insurance coverage for parents and children.

Expand tax credits. The refundable Earned 
Income Tax Credit (EITC) has consistently 

Not only does the EITC allow 
low-wage workers to keep more 
of what they earn, but research 
shows that it also increases 
work effort. This valuable tax 
credit should be preserved and, 
once state economies recover, 
should be expanded.

In 2001, the Earned 
Income Tax Credit lifted 
6.6 million Americans, 
half of them children, 
above the federal  
poverty line.

The Child Tax Credit lifted 
2.3 million people above 
the federal poverty line  
in 2009, including about 
1.3 million children.

6.6 million

2.3 million
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to the CCDF block grant. Research on child 
care subsidies suggests that they can help 
stabilize employment and increase family 
self-sufficiency.36

Make health care affordable. Although states 
have done a good job overall of using 
Medicaid and SCHIP to provide health 
insurance coverage for children, 7.7 million 
children remain uninsured, along with nearly 
12 million parents with children under age 
18. States are beginning to develop strategies 
to bridge these coverage gaps, while meet-
ing the needs of their communities. As they 
struggle with the political and fiscal chal-
lenges of implementing the Patient Protection 
and Affordable Care Act, policymakers 
should not lose sight of the most impor-
tant goal: making sure children and families 
that have struggled to afford coverage finally 
have the support they need to stay healthy 
and strong. Large out-of-pocket health care 
expenses can be devastating to low-income 
families, but can also destabilize families that 
are otherwise economically secure. In fact, 
high medical costs are the leading cause of 
bankruptcy among middle-income families.

Ensure access to benefits. By streamlining 
enrollment and eligibility procedures, states 
can both improve families’ access to benefits 
and achieve cost savings through administra-
tive efficiencies. For example, consolidating 
application forms to include SNAP ben-
efits, Medicaid, SCHIP, and TANF would 
reduce duplication of effort. Louisiana 
implemented an innovative “express-lane 

eligibility” approach to enroll more than 
10,000 children literally overnight in SCHIP 
by comparing SNAP and SCHIP databases. 
Also, model programs offer ways to deliver 
services more efficiently. For example, the 
Casey Foundation’s Centers for Working 
Families and the Local Initiatives Support 
Corporation’s (LISC) Financial Opportunity 
Centers act as one-stop shops for a range of 
supports, including assistance applying for 
benefits, job training, and financial literacy 
and asset programs.

Promote savings, protect assets, and help 
families gain financial knowledge and skills.

Encourage savings. Policies that help people 
access good financial products can provide 
safe mechanisms for saving. For example, 
commercial banks are required to provide 
basic banking accounts, which give families 
access to affordable banking products that 
help them manage their money. One pilot 
program targets low- and moderate-income 
individuals nationwide who lack access to tra-
ditional banking services. Under the program, 
federal tax refunds are delivered electronically 
to prepaid debit cards rather than issued as a 
check, which is more likely to be cashed and 
spent. Programs like this save money for the 
federal government by eliminating the costs 
involved in issuing government checks and 
should be adopted nationally.

Protect assets. Another inexpensive but 
high-return program is the regulation of 
high-cost credit products like payday loans, 

7.7 million children 
remain uninsured, 
along with nearly 12 
million parents with 
children under age 18.

7.7 million
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and academic achievement in the early school 
years.38 But parents struggling with financial 
hardship are more prone to stress, anxiety, 
and depression, which can interfere with 
effective parenting.39 These findings under-
score the importance of two-generation 
strategies that mitigate families’ underlying 
economic distress and address the well-being 
of both parents and children.

A vast body of research shows that 
high-quality early childhood development 
programs for disadvantaged children and 
their families are one of the most cost-effective  
investments for reducing the harmful effects 
of economic hardship. These programs 
include an array of home visiting and  
parenting support programs for families  
with infants and toddlers and comprehensive  
pre-kindergarten programs for three- and 
four-year-olds. Hundreds of research studies 
provide definitive evidence that high-quality  
pre-K for at-risk kids helps narrow the 
achievement gap, reduces grade repetition 
and special education placements, increases 
high school graduation rates, reduces crime, 
and leads to greater employment and higher 
earnings among adults. These positive out-
comes can reduce the cost of remediation and 
failure, while fueling the nation’s economic 
growth and productivity.40

Although it is costly to provide the qual-
ity, intensity, and scale of services necessary 
to ensure long-term positive effects, early 
childhood education programs are not an 
all-or-nothing proposition. Evaluations of 
state-funded pre-kindergarten programs and 
Head Start show some positive and mean-
ingful effects on children’s school readiness 
that last through kindergarten and beyond, 
depending on the program. Although the 
impact of state and federal programs is 
smaller when compared to intensive experi-
mental programs, their reach is far greater. 
With so many children falling behind, invest-
ing in effective early childhood programs is 
essential to increasing the capacity and pro-
ductivity of our workforce and assuring our 
global competitiveness.41

which trap families in a cycle of debt and  
prevent them from building a good credit  
history. Several states have adopted policies  
to regulate payday loans.

Enhancing Children’s Development 
Means Starting Early
Establishing a sturdy foundation for chil-
dren’s healthy growth and development 
begins before birth and continues into the 
early elementary school years. With a strong 
foundation in place, it is much easier to  
keep children on track to stay in school and 
graduate, pursue post-secondary education 
and training, and successfully transition  
to young adulthood.

What the Research Says. It’s clear from 
research that various aspects of a child’s 
earliest development—physical growth and 
health, social and emotional well-being, 
cognitive development and language acqui-
sition—are intimately connected. Young 
children’s health is the foundation of their 
overall development, and making sure they 
are born healthy is the first step toward 
increasing the life chances of children  
born to economically distressed parents.

One of the most important insights to 
emerge from child development research is 
that emotional development and academic 
learning are far more closely intertwined in 
the early years than previously understood.37 
Children who are nurtured and well cared 
for in the first five years have better social-
emotional, language, and learning outcomes. 
These, in turn, lead to more positive behavior 

Embargoed until 12:01 a.m. EDT, August 17, 2011



23The Annie E. Casey Foundation    aecf.org

Finally, research indicates that profi-
ciency in reading in third grade is a crucial 
marker in a child’s educational development. 
Children who fail to read proficiently by the 
end of third grade are more likely to drop 
out of high school, reducing their earning 
potential and chances for success. Last year, 
KIDS COUNT released a special report, Early 
Warning! Why Reading by the End of Third 
Grade Matters, which explores approaches for 
helping children reach this key milestone.42

Public Policies That Work. The Casey 
Foundation supports a comprehensive 
approach to increasing opportunity for chil-
dren that begins before birth by promoting 
responsible parenthood and prenatal care  
for pregnant women. This positive start is 
complemented by a coherent system of early 
care and learning through third grade, with  
a sharp focus on childhood literacy, which 
can help children succeed in the later years. 
The following recommendations will help  
us reach those goals.

Provide children with the best possible  
start in life by promoting responsible parent-
hood and ensuring that mothers-to-be  
receive prenatal care.

Promote healthy marriage. Research shows that 
children do better when they grow up in an 
intact two-parent family, both in terms of 
economic well-being and longer term out-
comes, such as higher secondary school and 
college graduation. They are also less likely 
to become teen parents.43 Similarly, we know 
that the presence of an engaged, supportive, 
and responsible father contributes to positive 
child outcomes.44 In 2002, the Bush admin-
istration initiated a number of important 
efforts to support healthy and stable mar-
riage and fatherhood. Part of their focus was 
on results: funding research and evaluation 
of programs using gold-standard designs to 
help understand what works. Unfortunately, 
the early results of the demonstration efforts 
have been mixed and inconclusive, with just 

one site showing a positive effect.45 Still, 
these healthy marriage initiatives are new, 
and many successful social policy efforts take 
years of innovation and adjustments to find 
an approach or model that generates benefits 
for recipients. Therefore, we recommend  
that both the federal government and the 
states continue to find ways to remove barriers 
and disincentives to marriage and thought-
fully support two committed, married  
parents as the best environment to raise 
children. At the same time, efforts should 
continue to evaluate different approaches  
for achieving this objective. Finally, we urge 
leaders in both the public and private spheres 
to help promote a culture that supports 
healthy marriage and relationships, as well  
as responsible fatherhood.

Prevent teen pregnancy. Countless studies 
show that teen parents and their children 
are at high risk for dropping out of school, 
remaining single parents, and living in 
poverty, leading to diminished economic 
prospects for two generations and increased 
reliance on public benefits.46 Although there 
was a brief uptick in teen pregnancy earlier  
in the decade, reductions in teen pregnancy 

High-quality pre-K for at-risk 
kids helps narrow the achieve-
ment gap, reduces grade 
repetition and special educa-
tion placements, increases 
high school graduation rates, 
reduces crime, and leads 
to greater employment and 
higher earnings among adults.
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Ensure that children are developmentally 
ready—cognitively, socially, emotionally,  
and physically—to succeed in school.

Provide parenting support. Home visiting 
and other parenting support programs can 
improve child outcomes by providing new 
parents with social support, information 
about parenting and child development, 
and referrals to community resources and 
programs. Such programs can help parents 
understand the critical role they play as their 
children’s first teachers and in early language 
acquisition. Not all parenting support pro-
grams are effective, however, so policymakers 
need to take advantage of growing research 
in this area and adopt program models with 
a proven record of positive results.50 For exam-
ple, home visiting programs vary by intensity 
(frequency of visits and program duration), 
type of visitor providing services (training and 
credentials), and type of services provided.51 
The Nurse–Family Partnership is an example 
of a successful home visiting program whose 
positive impacts have been demonstrated 
through rigorous, multi-site evaluations.52

Preserve and expand access to early childhood 
programs. Recognizing that high-quality pre-K 
and other early childhood programs are sound 
investments, most states protected their pro-
grams from budget cuts during the recession.53 
An infusion of ARRA funds also preserved 
Head Start and Early Head Start slots. But 
with federal funds drying up and states fac-
ing larger deficits, early childhood programs 
are at risk. For example, more than 20 states 
proposed deep cuts in pre-K and/or K–12 
spending for the coming fiscal year.54 These 
cuts will jeopardize the tremendous strides 
states made in pre-K access over the past 
decade. The number of four-year-olds enrolled 
in state pre-K programs increased 67 percent 
between 2002 and 2009.55 As state econo-
mies recover, policymakers should continue 
to expand these programs and improve their 
quality. Ten states still do not fund their  
own pre-K programs.

and births to teens over the past two decades 
have been dramatic. Despite these improve-
ments, teen childbearing in the United 
States costs taxpayers an estimated $9 bil-
lion a year.47 Policymakers need to adopt 
and expand programs that will ensure 
further progress. For instance, Congress 
should maintain federal funding for the 
Evidence-Based Teen Pregnancy Prevention 
Initiative. Also, states can apply for fund-
ing under the Personal Responsibility and 
Education Program (PREP),48 which supports 
the implementation of evidence-based teen 
pregnancy prevention programs. Plain Talk, 
a neighborhood-based initiative of the Casey 
Foundation that has received PREP funding, 
helps adults, parents, and community leaders 
develop the skills and tools to communicate 
effectively with young people about reducing 
adolescent sexual risk-taking.

Expand access to prenatal care. The health and 
well-being of infants and young children  
is closely tied to the health of their moth-
ers during pregnancy. Despite increased 
Medicaid/SCHIP eligibility for low-income 
children, the income cutoff for public health 
insurance eligibility for pregnant women is 
less than 200 percent of the poverty line in 
more than half of the states.49 States should 
raise eligibility for pregnant women to the 
same level as for young children.

Not all parenting support 
programs are effective, however, 
so policymakers need to take 
advantage of growing research 
in this area and adopt program 
models with a proven record  
of positive results.

Teen childbearing in  
the United States costs 
taxpayers an estimated 
$9 billion a year.

There was an increase 
of 67 percent between 
2002 and 2009 in 
the number of four-year-
olds enrolled in state 
pre-K programs.

$9 billion

67 percent
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Prepare children to succeed in fourth grade 
and beyond by promoting reading proficiency 
by the end of third grade.

Create a more seamless and integrated system 
from birth to third grade. Deeper connections 
between the early childhood and K–12  
systems will better serve children and result 
in increased student achievement. State-
level Early Childhood Councils are well 
suited to work with chief state school offi-
cers to develop comprehensive birth to age 
eight plans for improving third-grade read-
ing. The upcoming reauthorization of the 
Elementary and Secondary Education Act 
(ESEA) provides an opportunity for better 
coordination by including a set of early learn-
ing principles in ESEA. The Common Core 
State Standards, a national initiative led by 
the National Governors Association and the 
Council of Chief State School Officers, has 
made tremendous progress in ensuring more 
consistent expectations for what students 
should learn in a particular grade and pro-
vides an opportunity to expand the approach 
into early childhood.

Address chronic school absence. Attending 
school regularly is especially important for 
children from economically disadvantaged 

families. Chronic school absence in the early 
years may be a warning sign of distress at 
home, school, or both and predicts poor 
school achievement later on. State funding 
policies can be used to create incentives for 
schools to monitor and take proactive steps 
to increase student attendance. For example, 
outreach to parents can help them understand 
the importance of school attendance, even  
for elementary school students. And, although 
schools by themselves cannot always solve 
problems at home that contribute to chronic 
absence, they can coordinate with relevant 
public agencies as appropriate. Only a few 
states currently use incentives to encourage 
efforts to reduce chronic school absence.56

Fight summer learning loss. Summer should be 
an integral part of a child’s education, and 
policy should support programs that incor-
porate literacy skills into enriching summer 
activities. This is particularly important for 
low-income and minority youth who are over-
represented in remedial summer school, but 
have limited access to programs that have 
been shown to boost literacy. Summer learn-
ing programs should be included in Title I 
and throughout ESEA as an allowable and 
recommended use of funds to help states  
and districts close the achievement gap.
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D espite the recession’s lingering toll, 
Americans remain an optimistic people. 

African Americans and Latinos, for instance, 
are particularly positive about the country’s 
economic future, believing that their children 
will be better off than they are.57 The chal-
lenge that our nation’s leaders face is to turn 
this hopeful outlook into genuine opportu-
nity and mobility for the next generation.

This is certainly not the first time that 
America has faced deep economic adversity. In 
the years following World War II, when defi-
cits were also high, our leaders understood the 
importance of making investments that would 
strengthen our future. Policymakers invested 
in education, homeownership, and the nation’s 
physical infrastructure. Government, employers, 
and workers forged an implicit social contract 
that benefited business, families, and society at 
large. Our nation experienced unprecedented 
economic opportunity and prosperity, creating 
the largest and strongest middle class in history.

Much has changed since then, as tech-
nological innovation and global competition 

have transformed our economy. What hasn’t 
changed is the need to keep the next gen-
eration healthy, educated, and prepared to 
compete in an ever-changing world.

We have made tremendous progress in 
child well-being and reduced some of the most 
egregious disparities associated with differences 
in income and wealth, and race and ethnicity.  
At the same time, some of those hard-won gains  
are slipping away. We are at risk of losing the  
energy and effort that is fed by a realistic 
prospect of doing better than one’s parents, of 
moving up the economic ladder. Our children 
lag behind those of other countries in math and  
science preparation and college graduation. Our  
teen pregnancy rate, though improved, is still  
the highest in the developed world. Far too 
many of our children are unprepared to compete  
effectively in an increasingly technology-
driven, high-skill global marketplace.

We can—and must—do better. With 
sound investments, we can provide all chil-
dren with the opportunity to reach the full 
potential of their talents and ambitions,  
while setting the nation on a path to renewed 
economic prosperity. It won’t be easy, but  
as a nation, we have the knowledge, tools,  
and determination to make it happen.

Patrick T. McCarthy 
President and CEO 
The Annie E. Casey Foundation

Conclusion
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