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ABSTRACT Young adults in the United States, especially young Black adults, experience
high poverty rates relative to other age groups. Prior research has largely attributed
racial disparities in young adult poverty to differential attainment of benchmarks related
to education, employment, and family formation. This study investigates that mech-
anism alongside racial differences in childhood poverty exposure. Analyses of Panel
Study of Income Dynamics data reveal that racial differences in childhood poverty are
more consequential than differential attainment of education, employment, and family
formation benchmarks in shaping racial differences in young adult poverty. Whereas
benchmark attainment reduces an individual’s likelihood of poverty, racial differences
in benchmark attainment do not meaningfully explain Black—White poverty gaps for
three reasons. First, childhood poverty is negatively associated with benchmark attain-
ment, generating strong selection effects into the behavioral characteristics associated
with lower poverty. Second, benchmark attainment does not equalize poverty rates
among Black and White men. Third, Black children experience four times the poverty
rate of White children, and childhood poverty has lingering negative consequences
for young adult poverty. Although equalizing benchmark attainment would reduce
Black—White gaps in young adult poverty, equalizing childhood poverty exposure
would have twice the reduction effect.

KEYWORDS Poverty ¢ Racial inequality * Intergenerational mobility ¢ Social
policy * Demography

Introduction

Young adults in the United States experience high poverty rates compared with other
age groups (Wimer et al. 2020a). Among young adults, Black men and women face
particularly high poverty rates. Research focused on individual and behavioral deter-
minants of poverty has sought to understand how racial differences in the attainment
of “benchmarks” related to the completion of high school, full-time employment, and
delaying childbirth until marriage affect poverty in adulthood and the extent to which
these differences affect racial differences in poverty (Eggebeen and Lichter 1991;
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Haskins and Sawhill 2009; Iceland 2019; Thiede et al. 2017; Wilcox and Wang 2017).
Other research has explored how childhood poverty shapes adulthood socioeconomic
disadvantage (Corcoran 1995; Duncan et al. 1998; Haveman et al. 1991; Mayer 1997,
McLoyd 1990). This study incorporates components of both strands of literature,
investigating how racial differences in childhood poverty exposure and benchmark
attainment affect racial differences in young adult poverty.

We posit that achieving all three benchmarks strongly reduces the likelihood of
poverty among young adults but that racial differences in benchmark attainment are
less consequential than racial differences in childhood poverty exposure for explain-
ing Black—White differences in young adult poverty. We test our hypothesis with
three connected analyses. First, we investigate the extent to which childhood poverty
exposure influences attainment of the education, employment, and family formation
benchmarks. We anticipate large selection effects such that differential childhood
poverty exposure will help to explain racial differences in benchmark attainment
among young adults. Second, we investigate the extent to which benchmark attain-
ment equalizes racial differences in young adult poverty, anticipating that racial gaps
in poverty will persist even among those who meet all benchmarks. Third, we inves-
tigate how childhood poverty exposure influences young adult poverty, independent
of benchmark attainment. We anticipate that the lingering negative consequences of
childhood poverty are more consequential than benchmark attainment for young adult
poverty status.

Our analyses use data from the Panel Study of Income Dynamics (PSID), which
provides detailed information on income, demographics, employment, and family
characteristics throughout respondents’ lives. The PSID is uniquely suited to measure
poverty outcomes in the first 10 years of a child’s life, as well as poverty outcomes
among these respondents in young adulthood (approximately ages 25-30). We inves-
tigate how the association between childhood poverty and young adult poverty varies
for Black men relative to White men and for Black women relative to White women.

Our findings offer several contributions to research on the intergenerational trans-
mission of poverty and racial differences in young adult poverty. Despite a large
and growing literature on individual and behavioral determinants of poverty (Iceland
2019; Wilcox and Wang 2017), we find that differential exposure to poverty during
childhood is more consequential than education, employment, and family structure
benchmarks in shaping racial differences in young adult poverty.

First, we find that young Black adults who turned 30 in recent decades experienced
childhood poverty at four times the rate of young White adults. Moreover, our find-
ings suggest that childhood poverty exposure is strongly and negatively associated
with the likelihood that young adults complete high school, achieve full-time employ-
ment, or delay childbearing until after marriage (Duncan et al. 2010; Haveman et al.
1991; Musick and Mare 2006). The racial differences in childhood poverty exposure
largely explain racial differences in benchmark attainment in young adulthood.

Second, we find that even among young adults who achieve all three benchmarks, the
poverty rate of young Black men is three times that of young White men. Moreover,
the poverty rate difference between Black young adults who do achieve all three bench-
marks and White young adults who do not is not statistically significant. Although
benchmark attainment reduces poverty levels for all demographic groups observed, it
remains insufficient to close racial gaps in young adult poverty among men.
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Third, we find that in addition to shaping the likelihood of benchmark attainment,
childhood poverty is strongly and directly associated with young adult poverty, inde-
pendent of the benchmarks. The poverty-increasing effect of spending birth through
age 10 in poverty is larger than the poverty-reduction effect of completing high school,
maintaining full-time employment, and postponing childbirth until after marriage.

In a counterfactual scenario in which Black men’s and women’s benchmark attain-
ment rates or childhood poverty rates match White men’s and women'’s, we find that
poverty levels for young Black adults, as well as racial gaps relative to young White
adults, decline more when childhood poverty rates are equalized. Equalizing child-
hood poverty exposure has twice the effect of equalizing benchmark attainment in
reducing Black—White gaps in young adult poverty.

Poverty in Young Adulthood

Poverty is an indicator of whether a family unit has a sufficient level of resources to
meet basic needs (Atkinson 2019; Citro and Michael 1995; Townsend 1979). An indi-
vidual’s likelihood of experiencing poverty varies across the life course. For exam-
ple, poverty rates in the United States tend to be higher for young children than for
older children (Pac et al. 2017). By contrast, individuals older than 30 tend to have
lower poverty rates than younger adults. In recent years, the age group facing the
highest poverty rate in the United States is 18- to 30-year-olds, particularly 18- to
24-year-olds (Wimer et al. 2020a).!

Perspectives on the sources of poverty tend to contrast the role of individual and
behavioral factors with broader contextual factors, such as tax and transfer programs
or childhood socioeconomic environment (Brady 2019; Darity 2003). Individual and
behavioral factors include demographic and employment characteristics of adults that
increase (or decrease) their likelihood of poverty. For example, single parenthood,
the lack of a high school diploma, nonemployment, part-time work, and young age at
parenthood each contribute to a higher likelihood of poverty (National Academy of
Sciences 2019). Moreover, racial differences in the prevalence of these characteris-
tics may help explain racial differences in poverty (Baker et al. 2022; Iceland 2019).

Particularly within the life course literature, studies have focused on the associa-
tion between meeting certain benchmarks in young adulthood and economic success
in one’s late 20s or early 30s (Furstenberg 2010). Studies on the Success Sequence,
for example, have found very low poverty rates among individuals in their early
30s who attained the following benchmarks in young adulthood (in the order listed):
(1) earned a high school diploma or GED; (2) worked, studied, or cared for a child
(born in wedlock) full-time; and (3) did not have out-of-wedlock children (Haskins
and Sawhill 2009; Wilcox and Wang 2017). Many other scholars have identified the
importance of education, employment, and family structure in influencing poverty,

' In 2019, the poverty rate among 18- to 30-year-olds was 14.1%, compared with 12.4% for children, 10%
for adults aged 3064, and 12.8% for adults aged 65 or older. These estimations are the authors’ calcu-
lations from the 2020 Current Population Survey (reference year 2019) using the Supplemental Poverty
Measure.
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particularly in explaining racial differences in poverty (Bitler et al. 2017; DeNavas-
Walt and Proctor 2015; Fox et al. 2014; Hoynes et al. 2006; Smeeding et al. 2001).

In contrast, studies focused on the contextual influences of poverty tend to investi-
gate structural or institutional determinants of poverty, such as the role of the welfare
state and labor market institutions, systemic racism and sexism, or parental resources
during childhood (Darity et al. 2012). Particularly in the life course literature, scholars
have demonstrated that family income during childhood strongly predicts an individ-
ual’s later-life income (e.g., Bloome 2015; Chetty et al. 2014; Corak 2013; Mitnik
et al. 2015; Pfeffer and Hertel 2015; Solon 1992). A segment of this intergenerational
mobility literature, focusing specifically on the effects of childhood poverty on adult
outcomes, has demonstrated that experiencing childhood poverty increases the like-
lihood of poverty in young adulthood (Brooks-Gunn and Duncan 1997; Corcoran
1995; Duncan and Rodgers 1991; Mayer 1997; Musick and Mare 2004). Childhood
poverty exposure may influence young adult poverty through the benchmarks
associated with education, employment, and family structure or may operate through
alternative pathways (Hardy and Marcotte 2022). Given that both childhood and
young adult poverty rates are higher for Black individuals, the intergenerational per-
sistence of poverty may also be closely connected to persistent racial discrimination,
unequal exposure to incarceration, segregation and negative neighborhood effects,
and related factors (Michener 2018; Sharkey 2008; Western and Pettit 2005).

Despite strong evidence that family background shapes one’s economic opportu-
nity, many analyses of the relationship between young adult benchmarks and poverty
have not sufficiently considered childhood poverty exposure. Most cross-sectional
studies of poverty have ignored family background altogether, generally because of
data limitations. In the life course literature, the primary empirical support for the
Success Sequence is from studies attempting to account for family origins by con-
trolling for family income when the young adult was aged 12—-17. However, this
narrow age band misses the most critical years of child development (before age 10)
and therefore does not capture the persistence of disadvantage throughout childhood.

We propose that a proper accounting of benchmarks and poverty must consider
how racial differences in childhood poverty exposure influence young adult out-
comes. In doing so, we can investigate (1) the extent to which childhood poverty
affects the attainment of education, employment, and family structure benchmarks;
(2) how racial differences in childhood poverty exposure affect racial differences
in young adult poverty, even among adults who meet all three benchmarks; and (3)
whether racial differences in childhood poverty explain more of the racial differences
in young adult poverty rates relative to differential benchmark attainment.

Intergenerational Transmission of Opportunity

We advance three hypotheses relating to the effects of childhood poverty on young
adult poverty, building off the shortcomings identified in prior research in the previous
section. Figure 1 helps structure our three hypotheses and visualize the connections
between childhood experiences and economic outcomes in young adulthood.

As shown in the figure, childhood poverty may affect young adult poverty through
a reduced likelihood of attaining the benchmarks associated with lower poverty
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Fig. 1 Conceptual framework connecting child poverty to young adult poverty

(education, employment, and family formation), childhood poverty may influence
young adult poverty independent of the benchmarks, or both.

First, we posit that racial differences in childhood poverty exposure affect racial
differences in the attainment of the three young adult benchmarks. Poverty during
childhood, especially early childhood, influences child development and affects
socioeconomic outcomes through adulthood (Corcoran 1995; Corcoran et al. 1992;
Duncan and Magnuson 2013; Duncan et al. 2012; Duncan et al. 1998; Hill and
Duncan 1987; Levy and Duncan 2000; Mayer 1997). Young adults who grew up in
poverty generally complete fewer years of schooling, work fewer hours, and earn
lower wages relative to young adults who did not experience poverty during child-
hood (Duncan et al. 1998; Haveman et al. 1991; Hill and Duncan 1987; Levy and
Duncan 2000; McLanahan and Sandefur 1994). Evidence on whether childhood pov-
erty is associated with out-of-wedlock childbearing is less consistent (Duncan and
Magnuson 2013; Musick and Mare 2006), although wealth appears to be an impor-
tant predictor of marriage (Schneider 2011). The consequences of childhood poverty
exposure for Black men appear to be particularly stark (Corcoran and Adams 1997;
Duncan et al. 2012; Reeves et al. 2015; Winship et al. 2018).

Given that Black children are far more likely to grow up in poverty than White
children (Corcoran and Adams 1997; McLoyd 1990; Nolan et al. 2016), we first ask,
To what extent do racial differences in childhood poverty shape racial differences in
attaining the education, employment, and family structure benchmarks?

Benchmark Attainment and Young Adult Poverty

Second, we posit that benchmark attainment does not fully account for racial differ-
ences in young adult poverty. One potential explanation for why benchmark attain-
ment might not close racial gaps in young adult poverty is that the returns to the
benchmarks may be weaker for Black adults relative to White adults. For example,
completing high school may do less to lift young Black adults out of poverty rela-
tive to White adults. Alternatively, even if the returns do not meaningfully vary, the
relative returns for young Black adults may not be strong enough to overcome other
sources of racial disadvantage.

Consider, for example, that resume audit studies find that Black men are less likely
to be offered an interview for a job relative to White men, even if the applicants
have otherwise similar characteristics (Bertrand and Mullainathan 2004; Pager 2003;
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Quillian et al. 2017). Even among workers in the same occupation, Black men and
women earn less, on average, than their White counterparts (Leicht 2008). In broad
terms, young Black adults face a compounding set of disadvantages—including
racial discrimination, lower quality schools, historical barriers to wealth accumula-
tion, higher poverty neighborhoods, and greater exposure to childhood poverty—that
may contribute to higher poverty rates in young adulthood, even for those who meet
benchmarks related to education, employment, and family formation (Chetty et al.
2014; Cross 2020; Michener 2018; Pfeffer and Killewald 2019; Sharkey 2008, 2013;
Walters 2001; Zewde 2019).

The Direct Association of Childhood Poverty With Young Adult Poverty

Third, we posit that childhood poverty exposure has large, direct associations with
young adult poverty, independent of the education, employment, and family for-
mation benchmarks. We expect that childhood poverty exposure affects poverty in
young adulthood through mechanisms that extend beyond the young adult bench-
marks, which would again suggest that studies focusing primarily on young adult
benchmarks have critically overlooked the negative effects of childhood poverty: not
only does childhood poverty affect benchmark attainment, but it may also influence
a broad set of factors not captured in point-in-time models estimating the effects of
benchmark attainment on young adult poverty.

These alternative pathways between childhood poverty and young adult poverty
may operate through individual or contextual channels. At the individual level, as
discussed earlier, childhood poverty may affect health outcomes, cognitive devel-
opment, and psychological well-being, each of which can influence the likelihood
of poverty in young adulthood independent of education, employment, and family
formation (Brooks-Gunn and Duncan 1997; Duncan et al. 2010; Haveman et al.
1991; Hill and Duncan 1987; McLoyd 1990, 1998; Ziol-Guest et al. 2012). At the
contextual level, place and policy context influence both childhood poverty and
young adult poverty (Brady et al. 2017; Chetty et al. 2014; Corcoran and Adams
1997; Michener 2018; Sharkey 2013). The literature on neighborhood effects, for
example, demonstrates that growing up around a large share of poor families has
negative effects on socioeconomic outcomes in adulthood, independent of one’s
own childhood poverty status (Chetty et al. 2014; Sharkey 2013). Moreover, states
and jurisdictions with more Black residents often offer less generous access to redis-
tributive and health care policies, ranging from cash assistance to health insurance
through Medicaid (Michener 2018; Parolin 2021). Adjudicating the many pathways
through which childhood poverty might translate into young adult poverty is not
the focus of this study; instead, we interpret the direct association between child-
hood poverty and young adult poverty as encompassing all individual and contex-
tual factors (other than the benchmarks) that disadvantage children who grow up
in poverty.

We also posit that the consequences of childhood poverty exposure will vary by
sex. As noted earlier, Black men growing up in poverty tend to face a greater risk
of incarceration and persistent racial discrimination in the labor market. Therefore,
we posit that childhood poverty exposure will affect young Black men’s poverty
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status independent of benchmark attainment. Among Black women, we posit that the
consequences of childhood poverty will be channeled more through the benchmarks.
Nonresident fatherhood is more common among Black families (partly because of the
differential exposure to childhood poverty and criminal justice systems; see Western
and Wildeman 2009), and Black women are thus more likely than White women to
be single parents. To the extent that childhood poverty exposure influences single
parenthood and single parenthood influences young adult poverty, childhood poverty
may affect young adult poverty among women, more so than among men, through the
family structure benchmark. For men and women alike, however, we anticipate that
the direct, negative consequences of childhood poverty will explain more of the racial
variation in young adult poverty rates than attainment of the education, employment,
and family formation benchmarks.

Data and Methods
Data

Our primary data source is the Panel Study of Income Dynamics, which captures
socioeconomic outcomes for individuals throughout their lives.? The PSID spans
1968-2019, with a total sample size of nearly 900,000 respondent-years (approx-
imately 16,000-30,000 individuals per year). We use the WZB-PSID File, which
incorporates indicators, such as posttax/posttransfer income, from the Cross-National
Equivalent Files (CNEF), the collection of comparable, cross-national panel studies
(Brady and Kohler 2022). Because we are interested in the effect of childhood pov-
erty on young adult outcomes, we restrict our sample to respondents observed in the
data for at least six years between birth and age 10 and in at least one year between
ages 25 and 30. We drop the nine respondents in this subsample who reported being
employed and working more than 10 hours per week but reported a pretax/pretransfer
income of zero (Dynan et al. 2012; Schneider et al. 2018). We include all young
adults who meet these characteristics in our sample, yielding a final sample size
of 5,994 respondents (with each respondent included once). Of this group, 3,045
are men, 2,949 are women, 3,331 identify as White, and 2,663 identify as Black.?
Differences in the racial breakdowns between men and women in the subsample are
not statistically significant. Although selective attrition could theoretically be a con-
cern, recent studies have found little to no evidence of biased estimates due to attri-
tion in intergenerational PSID models (Fitzgerald 2011; McGonagle et al. 2012). We
apply sample weights in all analyses.

2 The National Longitudinal Survey of Youth (NLSY), in contrast, begins its data collection at age 12. An
exception is the NLSY Child and Young Adult sample. However, this Child and Young Adult supplement
does not include comprehensive measures of income or poverty status for the young adults.

* Because this study is focused on Black—White differences in poverty, we exclude the small subset of
respondents identifying as American Indian (70 respondents in our subsample), Asian (10 respondents), or
“other” (106 respondents). We do not exclude respondents who identify as both Hispanic and either White
or Black, but we control for Hispanic status in our regression models.
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Measures
Early Childhood Outcomes

Our primary outcome of interest during childhood is poverty status. Following pre-
vious research (e.g., Corcoran and Adams 1997), we use a modified version of the
official poverty measure (OPM) within the PSID. Specifically, we adopt a post-
tax/posttransfer measure of resources (including benefits from the Supplemental
Nutrition Assistance Program and refundable tax credits), but we apply the OPM
poverty thresholds (which vary by family size and structure) for the given year and
family type.* The inclusion of these noncash benefits in income assessments is partic-
ularly important when poverty is evaluated over time because in-kind transfers and
refundable tax credits have grown substantially in recent decades (Pac et al. 2017;
Wimer et al. 2020b). We cannot consistently replicate the Supplemental Poverty
Measure or its thresholds in the PSID (Kimberlin et al. 2016). In the online appen-
dix (section B), we replicate our results using a relative measure of poverty (i.e.,
equivalized household income less than 50% of the national annual median) and a
pretax/pretransfer version of our modified OPM measure to test the robustness of
our results with alternative specifications of poverty. We measure childhood poverty
exposure as the share of a child’s life between birth and age 10 spent in poverty. In
the online appendix (section C), we replicate our results using different age bands
(ages 0-5, 6-10, and 11— 17) to test the sensitivity of our findings to our primary age
specification.

Young Adult Outcomes

We measure young adult outcomes primarily at age 30. For individuals who had
not yet reached 30 or were not in the data during their 30th year, we take the oldest
age of available data between ages 25 and 29. Outcomes for each individual were
measured only once in young adulthood. In sensitivity tests presented in the online
appendix (section B), we also examine the data using several alternative age cut-
offs. For most of the sample (76%), outcomes were measured at age 30. As detailed
later, we include an age dummy variable in all models to account for potential age
effects that influence outcome differences between, say, 25- and 30-year-olds in
our sample.

Our primary outcomes of interest in young adulthood are poverty status and the
attainment of education, employment, and family formation benchmarks. For pov-
erty, we apply the same measure used for measuring poverty during childhood. To
avoid measurement error when identifying poverty status in a single year, we calcu-
late the young adult’s mean poverty rate over ages 25-30. The specification of the
three primary benchmarks and the benchmarks used in our sensitivity checks are

4 Unlike the Supplemental Poverty Measure, this modified poverty measure does not include transfers
such as utility subsidies, the value of school meals, or housing assistance. In 2018, the OPM threshold
for a two-parent, two-child family was an annual income of $25,465; the threshold for a single adult was
$12,784.
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outlined in the online appendix (section A). Here, we briefly summarize our primary
indicators, which closely follow those employed in the Success Sequence and other
studies in the individualist/behavioralist framework.

Our primary education benchmark is attaining a high school diploma or GED by
young adulthood. Our primary employment benchmark is working full-time (35 or
more hours per week) or studying to pursue a college degree. Our primary family
formation benchmark is not having a child before marriage at the time of the survey.
Young adults without children are coded as meeting this benchmark, as are young
adults who indicated that they were married before or in the same year as having a
child.?

We emphasize one data limitation upfront: for our family formation bench-
marks, we can identify whether the young adult has a child only if the adult
lives in the same household as the child. Thus, nonresident parents without chil-
dren in their current home are measured as not having children. We expect that
this situation primarily affects young adult fathers. However, this classification
is consistent with how poverty is measured, given that one’s poverty threshold
varies on the basis of the number of individuals present in the family unit within
the same household. For this reason, the limitation should not meaningfully alter
our understanding of the association between the benchmarks and young adult
poverty status.

Estimation Strategy

We estimate three sets of models, following the three pathways (identified in Figure 1)
through which childhood poverty affects young adult poverty. Each model is esti-
mated separately for men and women. First, we measure the association between
childhood poverty and the attainment of the three benchmarks:

Benchmark, = n,ChildPov, + n,Black, + , (ChildPov,. X Black,.)
+1, X, + 710, +€,,. (1)

The outcome, Benchmark,,, is the respective benchmark (education, employ-
ment, or family structure) for a given young adult (i) in a given year (f). Because
of the interaction term between childhood poverty and being Black in =, the pri-
mary effect of childhood poverty in m; refers to the effect of childhood poverty on
the benchmark for young White men or women. 7, provides the relative likelihood
that a young Black adult who did not experience childhood poverty achieves the
benchmark relative to a young White adult. my then informs us whether the effect

* In our sample, 43% of young adults met all three benchmarks compared with Wilcox and Wang’s (2017)
finding of 50% in the NLSY. Among those in our sample meeting all three benchmarks, 47% were young
White adults (57% in Wilcox and Wang), and 24.5% were young Black adults (24% in Wilcox and Wang).
The differences in attainment rates appear to be attributable to Wilcox and Wang’s inclusion (and our
exclusion) of “being married and taking care of children” as an indicator of employment. When we count
this indicator as employment, we estimate that 50% of young adults meet all three benchmarks (56% for
White adults and 27% for Black adults), nearly identical to Wilcox and Wang’s figures.
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of childhood poverty on benchmark attainment varies by race. X is a vector of
controls that includes age and Hispanic ethnicity. Year dummy variables are cap-
tured in §,. In this model, we are primarily interested in whether childhood poverty
affects our benchmarks of interest (7,) and whether the strength of the relationships
varies by race (7).

We then estimate the associations of the given benchmarks on poverty in young
adulthood:

YAPov,, = ¢,Black; + ©,Benchmark, + @, (Benchmark*Blacki )
+0,X; + 950, + €. (2

The outcome variable in Eq. (2) is poverty in young adulthood. The controls are the
same as in Eq. (1), and our focus is now on the association between the benchmarks
and young adult poverty and whether the association varies by race. We then shift
focus toward the relationship between childhood poverty and young adult poverty.
We first analyze the total association between childhood poverty and young adult
poverty (independent of the benchmarks) and then analyze the mediating effect of
the benchmarks. Specifically, for each race—gender pair, we estimate the following:

YAPov,, = 8,ChildPov, + 0,X, + 8,0, + €, (3a)
YAPov,, =v,ChildPov, +7V,X, +Y,Benchmarks; + 7,0, + €. (3b)

The total association of childhood poverty and young adult poverty is captured
in Eq. (3a) in 9,. The mediating effect of the benchmarks is computed as the change
in the relationship between childhood poverty and young adult poverty when we
account for the benchmarks in Eq. (3b), or v, — §,. The direct association of childhood
poverty, independent of the benchmarks, is equivalent to y,. We can also compute
the share of the intergenerational persistence of poverty that is channeled through
the benchmarks as (8, — ;) / §,. This computation is useful for making standardized
comparisons across race—gender pairs and for later comparing alternative mecha-
nisms through which child poverty affects young adult poverty. We estimate these
models using the Karlson-Holm-Breen mediation tests (Breen et al. 2018), although
the results are comparable when we use Imai et al.’s approach (2010). We estimate
each model separately by race and gender.

As a final step, we compare the total effects of childhood poverty with the effects
of the attainment of all three benchmarks on young adult poverty. Given that child-
hood poverty and the benchmarks are likely to be correlated (see Eq. (1)), includ-
ing both in the same model would downwardly bias the coefficients on childhood
poverty, reducing its association only to its direct association (7, in the prior set of
equations) rather than the combined direct and indirect effects (8,). Because child-
hood poverty exposure predates the benchmarks and we expect it to be negatively

® We apply linear probability models in our primary estimates, in part to more straightforwardly interpret
the interaction terms. Results are consistent when applying logistic regression models.
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associated with benchmark attainment, we perform a two-stage equation to compare
the unbiased coefficients:

Benchmark,, = 9,ChildPov, +€,,, (4a)

YAPov,, = B,ChildPov, + 3,X; + B,(Benchmark,, — Benc/h;tarkm )+B.0, +€,,. (4b)

In Eq. (4a), we regress benchmark attainment (a binary variable capturing whether
the respondent achieved all three benchmarks) on childhood poverty. We then com-
pute the residual of the variable (its real value minus its predicted value from Eq.
(4a)) to create a separate variable that is purged of its relationship with childhood
poverty. Including the residual in Eq. (4b) allows us to compare the full, uncon-
founded association between childhood poverty and young adult poverty with that
between benchmark attainment and young adult poverty.” We run this model sepa-
rately by race and gender.

To contextualize our findings, we then use Eq. (4b) to produce two counterfactual
rates of young adult poverty: (1) if all Black men (or Black women) met the bench-
mark attainment rate of White men (or White women) but childhood poverty expo-
sure remained the same; and (2) if all Black men (or Black women) were exposed to
the same level of childhood poverty as White men (or White women). In comparing
the counterfactual young adult poverty rates, as well as Black—White differences in
rates, with the baseline poverty rates, we can evaluate whether equalizing benchmark
attainment or equalizing childhood poverty exposure is more consequential in shap-
ing racial differences in young adult poverty.

Limitations and Analytical Scope

We briefly emphasize two limitations of our methodological approach. First, our
approach is not designed to assess a causal relationship between childhood poverty
and young adult poverty. Childhood poverty exposure is correlated with other factors,
such as neighborhood conditions and other place-based contextual factors (Chetty
et al. 2014; Sharkey 2008, 2013), that are also likely to affect benchmark attainment
and young adult poverty, independent of a child’s family income. Instead, we aim
to understand whether childhood poverty and the correlates for which this indicator
proxies are more strongly associated with (racial differences in) young adult poverty
relative to benchmark attainment. Second, and relatedly, the scope of this study is
not to identify all plausible pathways through which childhood poverty might affect
young adult poverty. Instead, our specific focus is on identifying whether the bench-
marks are a useful framework and set of mechanisms for understanding (racial differ-
ences in) young adult poverty.

" The coefficient on the residualized benchmarks variable in Eq. (4b) is thus equivalent to what it would
be if we included the observed value in the same model; however, the observed value would downwardly
bias the coefficient on childhood poverty, whereas the residualized version does not.

220z Jaquaoaq g1 uo Jasn INODD0d AINN Aq Jpd-uljosedgezz/y L 1 2891/562¢/9/65/4Pd-ajoie/AydelBowap/npe ssaidna)np:peal//:dpy woly papeojumoq



2306 Z.Parolin et al.

Results

Descriptive Findings

Table 1 provides descriptive evidence of the share of years between birth and age 10
spent in childhood poverty, the share of young adults who experienced at least one
year of childhood poverty, and poverty rates in young adulthood by race and sex.

The average Black man spent more than a third (36.3%) of his childhood in pov-
erty, compared with 7.6% for White men. Moreover, an estimated 68.4% of young
Black men lived at least one year in poverty during childhood, compared with 26.1%
of young White men. Poverty rates in young adulthood similarly vary: around age 30,
23.4% of young Black men lived in poverty, compared with 7.1% of young White
men. Put differently, poverty rates are more than three times higher among Black
males than White males in both young adulthood and childhood. Similar patterns are
evident for Black and White women.

Figure 2 elaborates on how young adult poverty rates vary by childhood poverty
exposure (0%, 1% to 49%, or 50% to 100% of childhood in poverty) or the attain-
ment of the education, employment, and family formation benchmarks. Black men
not exposed to childhood poverty have a 10% poverty rate in young adulthood, but
this rate climbs to 35% for those who spent at least half their childhood in poverty.
The patterns are similar for Black women. For White men and women, however, the
poverty rate among young adults who were not exposed to childhood poverty (5%) is
half that of comparable Black men and women. Among White men, the poverty rate
rises to 17% for those who spent at least half their childhood in poverty—still half the
rate of comparable Black men.

Across all four groups, meeting the three benchmarks strongly reduces poverty
rates: young Black men and women who meet the benchmarks have poverty rates of
12% and 4%, respectively. Young White men and women who meet the benchmarks
have even lower poverty rates, at 4% and 3%, respectively. Notably, young Black
men who meet all three benchmarks still have a poverty rate comparable to that of
young White men who do not meet the three benchmarks.

The online appendix (section A) presents descriptive statistics for the share of
young Black and White adults meeting the benchmarks. Most young adults do not
meet all three benchmarks. The share of young White adults meeting all three bench-
marks is 47.3% (54% for men and 40% for women). The share of young Black adults
meeting all three benchmarks is 24.5% (29% for men and 19% for women). Bench-
mark attainment is lower among young adults who were more exposed to childhood
poverty.

Estimation Results

Figure 3 visualizes the conditional likelihood of achieving each benchmark by race,
sex, and years spent in childhood poverty, estimated with Eq. (1); Table A3 (online
appendix) displays the corresponding regression coefficients.

Panel a of Figure 3 shows that among men, each year of childhood poverty reduces
the likelihood of completing high school, but no racial differences exist for young
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Table 1 Incidence of poverty during early childhood and young adulthood

Share of Years in 1+ Years in Poverty, Poverty Around Age

Poverty, Birth—Age 10 (%) Birth—-Age 10 (%) 30 (%)
All Men 13.1 349 10.3
White Men 7.6 26.1 7.1
Black Men 36.3 68.4 23.4
All Women 14.3 38.0 12.0
White Women 8.2 29.1 9.2
Black Women 40.2 74.0 252

Notes: The sample is 5,994 young adults born in 1965-1994 and observed once between ages 25 and 30 in
the PSID. Poverty = modified OPM with posttax/posttransfer income definition.

a. Black men b. White men

Young Adult Poverty Rate
N
1

Fig. 2 Descriptive statistics on poverty at age 30 by childhood poverty duration, attainment of all three
benchmarks, race, and sex. The sample is 5,994 young adults observed once between ages 25 and 30 in the
PSID. Poverty = modified OPM with posttax/posttransfer income definition. Error bars reflect 95% con-
fidence intervals. The share meeting all three benchmarks is 47.3% for White adults (54% for men, 40%
for women) and 24.5% for Black adults (29% for men, 19% for women). Ch. Pov. = childhood poverty.

adults experiencing the same rate of childhood poverty (although Table 1 suggests
that Black men are more likely to grow up in poverty). The conditional likelihood of
completing high school for Black and White men who do not experience child pov-
erty is approximately 92%, compared with approximately 70% for those experiencing
poverty from birth to age 10. The estimates suggest that observed racial differences in
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Fig.3 Likelihood of benchmark attainment in young adulthood by race, sex, and share of childhood (from
birth to age 10) in poverty. The y-axis represents the estimated likelihood of achieving the given bench-
mark around age 30. The corresponding regression coefficients are presented in Table A3 (online appen-
dix). Controls are included for age, Hispanic status, and year effects. The results are from Eq. (1). Error
bars reflect 95% confidence intervals. Pov. = poverty.

the completion of high school (documented in section A of the online appendix) are
primarily due to racial differences in childhood poverty exposure. Panel e shows that
the pattern of high school completion is mostly similar for Black and White women,
although White women who spend more than half their first 10 years in childhood
poverty are less likely to graduate high school than comparable Black women.

Childhood poverty is negatively associated with full-time employment for all
race—gender pairs. Among those who did not experience childhood poverty, Black
men are 17 percentage points less likely to achieve full-time employment relative
to White men; among men who spent their entire childhood in poverty, the gap in
employment rates is 14 percentage points (panel b of Figure 3). The conditional like-
lihood of achieving full-time employment for Black women experiencing no child
poverty and those experiencing 10 years of child poverty is 50% and 30%, respec-
tively; the corresponding figures for White women are 51% and 20%, respectively
(panel f).

Childhood poverty is also negatively associated with the likelihood that young
adult women have a child before marriage. At no exposure to childhood poverty,
Black women are 19 percentage points less likely to meet this benchmark; at full
exposure to childhood poverty, Black and White women are equally unlikely to meet
this benchmark (panel g of Figure 3).
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Fig.4 Conditional likelihood of poverty in young adulthood by benchmark attainment and race. Controls
are included for age, Hispanic status, and year effects. The results are from Eq. (2), with no control for
childhood poverty exposure. Error bars reflect 95% confidence intervals.
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Panels d and h show the consequences of childhood poverty for meeting all three
benchmarks. Both Black and White adults are less likely to attain all three bench-
marks if they grow up in poverty, and the negative effect of spending one’s first 10
years in poverty (vs. not experiencing childhood poverty) is larger than racial gaps
in the likelihood of attaining the benchmarks at any given point along the childhood
poverty distribution.

We now turn to the benchmark-to-poverty relationship to understand whether meet-
ing the benchmarks closes racial differences in young adult poverty. Figure 4 plots
the conditional likelihood of poverty in young adulthood (y-axis) for young Black and
White adults (black vs. gray bars) who either achieved or did not achieve each of the
three benchmarks (x-axis), as estimated using Eq. (2). Panel a, for example, shows that
the conditional likelihood of poverty for a young Black adult who did not complete
high school is 38.7%, twice the rate of young White adults who did not complete high
school (18%). Among men who did complete high school, Black men are more than
three times as likely as their White counterparts to live in poverty in young adulthood
(20.2% vs. 6.5%). The patterns are similar for women (panel e). Even among women
who did complete high school, Black women are again more than twice as likely as
White women to live in poverty in young adulthood (20.4% vs. 8.1%).

Similar patterns are evident for full-time employment. Black men and women are
more likely to live in poverty than their White counterparts, regardless of whether

Yes

Achieved Benchmark?
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Table 2 Estimates of the direct association of childhood poverty with young adulthood poverty (dependent
variable) and share mediated through employment, education, and family structure benchmarks

Black Men  White Men Black Women  White Women
(n=1,190) (n=1,652) (n=1,262) (n=1,603)

A. Mediating Effect of Benchmarks
Total association: Share of childhood

in poverty 0.25%** 0.22%%* 0.28%%%* 0.26%%*
(0.05) (0.05) (0.05) (0.05)
Direct association: Share of childhood
in poverty 0.23%** 0.19%** 0.23%%* 0.22%%*
(0.05) (0.05) (0.05) (0.05)
Indirect association mediated through
benchmarks 0.02%* 0.03%** 0.05%** 0.04%%*
(0.01) (0.01) (0.01) (0.01)
% Mediated through benchmarks 9.2 12.4 17.5 17.1

B. Estimated Effects of Childhood Poverty
and Benchmarks on Young Adult Poverty

All three benchmarks (unconfounded) —0.12%** —0.06%** —(0.23%%* —0.09%**
(0.02) (0.01) (0.02) (0.01)
Share of childhood poverty
(direct + indirect) 0.25%** 0.22%%* 0.28*** 0.26%**
(0.03) (0.03) (0.03) (0.03)

Notes: The results are from Egs. (3a), (3b), (4a), and (4b). All models feature age, Hispanic status, and
year controls.

**p<.01; ¥**p<.001

they work full-time (panels b and f of Figure 4). Turning to family formation in panel
g, we see that Black women who do not have a child before marriage are still nearly
three times as likely as White women to live in poverty in young adulthood (16.2%
vs. 6.3%). Panels d and h show that, even among young adults who meet all three
benchmarks, racial differences in young adult poverty persist: Black men are still
three times as likely as White men to live in poverty in young adulthood (12.7% vs.
4%), though Black women meeting all three benchmarks have a comparable poverty
rate to White women meeting all three benchmarks. Recall that only 40% of White
women and 19% of Black women met all three benchmarks.

Table 2 compares the effects of childhood poverty exposure and attainment of the
three benchmarks on young adult poverty. Panel A evaluates the extent to which bench-
mark attainment mediates the relationship between childhood poverty and young adult
poverty (following Egs. (3a) and (3b)); panel B compares the unconfounded effects of
the two indicators on young adult poverty (following Egs. (4a) and (4b)).

The top row demonstrates that the total association between childhood poverty (not
conditional on the benchmarks) and young adult poverty ranges from 0.22 for White men
to 0.28 for Black women: spending one’s entire childhood in poverty is associated with
a 22- to 28-percentage-point increase in the likelihood of poverty in young adulthood.
This association declines after we account for attainment of the three benchmarks: by
2 percentage points for Black men, 3 percentage points for White men, 5 percentage points
for Black women, and 4 percentage points for White women. For Black and White men,
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then, only approximately 9% to 12% of the association between childhood poverty and
young adult poverty is channeled through the benchmarks. For White and Black women,
the share is approximately 17%. For all groups, the association between childhood pov-
erty and young adult poverty is strong and positive, and it is only moderately channeled
through the education, employment, and family structure benchmarks.

Panel B of Table 2 compares the unconfounded effects of childhood poverty and
benchmark attainment on young adult poverty. The total effects of childhood poverty
exposure are, by definition, identical to the estimates from the mediation test. The coef-
ficients for attainment of the three benchmarks, by contrast, represent the estimated pov-
erty reduction for a young adult meeting all three benchmarks, independent of childhood
poverty experience. Among Black men, meeting all three benchmarks is associated with
a 12-percentage-point decrease in the likelihood of young adult poverty; in contrast, a
young Black man who spends his entire childhood in poverty is 25 percentage points more
likely to live in poverty. Among White men, benchmark attainment is associated with a
6-percentage-point reduction in young adult poverty, compared with a 22-percentage-
point increase for a White man who experienced poverty throughout childhood.

Among Black women and White women, meeting all three benchmarks is asso-
ciated with 23- and 9-percentage-point reductions in poverty, respectively. The
consequences of experiencing poverty throughout childhood are again larger—with
increases of 28 and 26 percentage points for Black women and White women,
respectively—than the consequences of meeting the benchmarks.

Our final analysis contextualizes these findings by comparing the role of childhood
poverty differences with that of benchmark differences in shaping racial differences
in young adult poverty. Panels a and b of Figure 5 illustrate the observed poverty
rates, and panels ¢ and d illustrate the Black—White poverty gaps, in three scenarios:
(1) the baseline, real-world scenario; (2) a scenario in which Black men (and Black
women) matched the benchmark attainment rate of White men (and White women);
and (3) a scenario in which Black men (and Black women) matched the childhood
poverty exposure rate of White men (and White women). The third scenario captures
the total effects of childhood poverty, including the direct association between child-
hood poverty and young adult poverty, but also the increased share of benchmark
attainment as a result of the reduced childhood poverty exposure.

Panel a shows that the observed poverty rate for young Black men is 23%, which is
3.31 times that of young White adults, as panel ¢ documents. Our estimates suggest that
if Black men’s benchmark attainment rate matched that of White men (i.e., increasing
from 29% to 54%), the poverty rate among young Black men would fall from 23% to
20%.8 This decrease would contribute to a decline in the Black—White gap of 0.44: Black
men’s poverty rate would decline from 3.31 to 2.87 times the poverty rate of White
adults. If, instead, Black men’s childhood poverty exposure rate matched White men’s,
Black men’s poverty rate in young adulthood would fall to 16%. This decrease would
contribute to a decline in the Black—White gap from 3.31 to 2.30 (a decline of 1.11).
Thus, equalizing childhood poverty exposure has more than twice the effect of equaliz-
ing benchmark attainment in reducing Black—White gaps in young men’s poverty.

§ This reduction in young adult poverty is also evident given that 0.25 (the increase in benchmark attain-
ment for Black men) multiplied by 0.12 (the reduction for Black men meeting all three benchmarks, as in
Table 2) equals 3 percentage points.
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Fig.5 Counterfactual poverty rates and gaps if young Black adults met the benchmark attainment rate and
child poverty exposure rate of young White adults. Controls are included for age, Hispanic status, and year
effects. The results are from Eq. (4b). Error bars reflect 95% confidence intervals. The share meeting all
three benchmarks is 47.3% for White adults (54% for men, 40% for women) and 24.5% for Black adults
(29% for men, 19% for women). Child poverty exposure is 8% among White adults and 38% among Black
adults (no significant differences across sex). YA Pov. = young adult poverty.

Panels b and d of Figure 5 show that, among young Black women, the observed
poverty rate is 25%—2.73 times the rate of young White women. If Black women’s
benchmark attainment rate matched that of White women (i.e., increasing from 19%
to 40%), the poverty rate among young Black women would fall from 25% to 20%.
This decrease would contribute to a decline in the Black—White gap from 2.73 to 2.22
times the poverty rate of White women (a decline of 0.51). If, instead, Black wom-
en’s child poverty exposure rate matched White women’s, young Black women’s
poverty rate would fall to 16%. This decrease would contribute to a decline in the
Black—White gap from 2.73 to 1.75 (a decline of 0.98). As we find for men, equaliz-
ing childhood poverty exposure has roughly twice the effect of equalizing benchmark
attainment in reducing Black—White gaps in young women’s poverty.

Alternative Pathways

Our results demonstrate a strong relationship between childhood poverty and young
adult poverty, independent of the benchmarks. However, what the literature and this
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Fig. 6 Alternative mediators of the association between childhood poverty and young adult poverty. See
Eqgs. (3a) and (3b). Controls are included for age, Hispanic status, and year effects. Benchmarks represent
education, employment, and family structure benchmarks used in the primary analysis (see section A of the
online appendix). “Labor market” includes current occupation (set to 0 if jobless), union membership, and
whether employed part-time (vs. full-time). “Wealth” is a decile rank measured as all liquid and near-liquid
assets plus home equity. “College” is a binary indicator that represents the completion of a college degree.
“Health” is a five-point measure of self-reported health. “All” includes all the aforementioned indicators
in the same model.

study refer to as the direct associations of childhood poverty with young adult poverty
are more accurately conceptualized as associations that are channeled not through the
primary benchmarks of interest but instead through alternative pathways. Given our
primary focus on benchmarks related to education, employment, and family struc-
ture, a full analysis of these alternative pathways is beyond the scope of this study.
Nevertheless, we conduct additional analyses to offer initial insights into what those
alternative pathways may be.

In Figure 6, we expand the mediation analyses presented in Table 2 to test whether
the inclusion of alternative indicators explains more of the relationship between child-
hood poverty. These indicators include (1) the same benchmarks as evaluated in the
primary analyses; (2) labor market outcomes; (3) the individual’s total family wealth
decile in young adulthood; (4) bachelor’s degree attainment; (5) a five-scale measure
of self-reported health; and (6) each of the prior five indicators included in one model.
The values on the y-axis represent the share of the childhood poverty—young adult
poverty relationship mediated by the given indicator(s), following Egs. (3a) and (3b).

Among all the observed indicators, the labor market variables explain the largest
share of the childhood and young adult poverty relationship for Black men (32.1%;

T
All
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panel b). Including all indicators mediates 20.9% and 42.8% of the intergenerational
poverty for White men and Black men, respectively (panels a and b). Among women,
the wealth decile carries the most relative weight. The combined indicators mediate
52.9% and 77.9% of the relationship between childhood poverty and young adult
poverty among White women and Black women, respectively (panels ¢ and d). The
remaining unexplained relationship between childhood poverty and young adult pov-
erty, particularly among men, warrants future investigation.

Sensitivity Tests

To evaluate the consistency of the results under alternative specifications of bench-
marks and modeling decisions, we run the following sensitivity tests: (1) reesti-
mating our results with a relative measure of poverty, pretax/pretransfer measure
of poverty, a measure of deep poverty, and a measure of near poverty (Figures
B1-B4, online appendix); (2) using an alternative specification of each benchmark
(Figure BS); (3) measuring the mean poverty rate for ages 30-35, 35-40, and 4045
(Figures B6-B8); (4) evaluating variation in the consequences of childhood pov-
erty by the depth of childhood poverty, age at childhood poverty exposure, and
nonlinear specifications of childhood poverty duration (Tables C1-C3, online
appendix); and (5) analyzing over-time changes over in child poverty rates and the
relationship between childhood poverty and young adult poverty (section D of the
online appendix). These alternative modeling decisions do not meaningfully affect
our conclusions.

Discussion and Conclusion

This study investigates how racial differences in childhood poverty and attainment of
benchmarks related to education, employment, and family formation affect racial dif-
ferences in young adult poverty. Combining individualistic and behavioralist theories
of poverty with contextual and structuralist theories allows us to assess the relation-
ships among childhood poverty exposure, benchmark attainment, and young adult
poverty among Black and White adults.

We find that racial differences in childhood poverty are more consequential
than differential attainment of education, employment, and family formation
benchmarks in shaping racial differences in young adult poverty. Although
achieving a high school diploma, working full-time, and delaying childbirth until
marriage reduce the likelihood of poverty, racial differences in benchmark attain-
ment do not meaningfully explain Black—White gaps in young adult poverty for
three reasons.

First, childhood poverty is strongly and negatively associated with young adults’
benchmark attainment. We observe large selection effects into the behavioral out-
comes associated with lower poverty. Each additional year of childhood poverty
reduces the likelihood that a young adult will complete high school, achieve full-time
employment, or wait until marriage to have a child. Among White and Black adults
who spent at least half their childhood in poverty, we find no significant differences
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in attainment of the three benchmarks. In reality, however, young Black adults were
exposed to childhood poverty at four times the rate of young White adults, contrib-
uting to the observed racial differences in benchmark attainment. These findings are
broadly consistent with prior evidence on the long-lasting consequences of childhood
poverty (Brooks-Gunn and Duncan 1997; Duncan and Magnuson 2013; Duncan et al.
2011; Duncan et al. 2010; Haveman et al. 1991). However, they also offer new and
more recent insight into differences by race and sex, as well as into how racial dif-
ferences in childhood poverty exposure align with racial differences in young adults’
benchmark attainment.

Second, our findings demonstrate that even among those who achieve all three
benchmarks, the likelihood of poverty for young Black men is approximately three
times that for young White men. Thus, benchmark attainment in young adulthood
is insufficient to close racial gaps in young men’s poverty. For Black and White
women meeting all benchmarks, however, poverty rates are not significantly differ-
ent. Although the benchmarks contribute to notable reductions in poverty levels for
all groups (consistent with Haskins and Sawhill 2009 and Wilcox and Wang 2017),
they are insufficient to equalize poverty rates among White and Black men. More-
over, most young adults—even when we limit the sample to young White adults—do
not achieve all three benchmarks.

Third, we find that childhood poverty is strongly and directly associated with
young adult poverty, independent of the benchmarks. In fact, childhood poverty is
more strongly associated with young adult poverty than benchmark attainment. The
poverty-increasing effects of experiencing poverty from birth to age 10 years are
larger than the poverty-reduction effect of earning a high school diploma, maintain-
ing full-time employment, and postponing childbirth until after marriage. In a counter-
factual analysis in which Black men’s and women’s benchmark attainment rates or
childhood poverty rates matched White men’s and women’s, we find that poverty
levels for young Black adults, as well as racial gaps relative to young White adults,
decline more when childhood poverty rates are equalized. Specifically, equalizing
childhood poverty exposure has twice the effect of equalizing benchmark attainment
in reducing Black—White gaps in young adult poverty.

In closing, we note limitations of our study, as well as opportunities for future
research. First, our study was primarily focused on the extent to which childhood
poverty shapes racial differences in young adult poverty, but it does not fully inves-
tigate the mechanisms linking childhood poverty to young adult poverty. Our initial
investigation of alternative pathways revealed the importance of labor market out-
comes for men and factors related to employment, wealth, and a college degree for
women, but each of these channels warrants greater attention.

Second, given the nature of our data, our results focused on child poverty out-
comes among individuals who grew up primarily in the 1970s and 1980s. Racial gaps
in childhood poverty have declined in more recent decades (see section D, online
appendix), which likely portends future declines in racial disparities in young adult
poverty.

Moving forward, scholars should continue to investigate how policy interventions
addressing child poverty affect racial differences in poverty throughout the life course.
As this study finds, reducing child poverty and especially racial differences in child
poverty is important for reducing longer term inequalities in economic opportunity. m
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