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on individuals. What distinguishes this theory from other explanations of
poverty is its emphasis on the role of social as opposed to individual-level
characteristics. One way to see this contrast is in the context of models
of intergenerational mobility. One body of research, due to Becker and
Tomes (1979) and Loury (1981), explains persistence in relative economic
status across generations via the effects of parental income on offspring
education. In these models, parents directly invest in their children’s edu-
cation, the level of which determines (along with random factors such as
luck) the income of the next generation. In such models, inequality is per-
sistent across generations because lower income parents invest less in edu-
cation than their higher income counterparts. In contrast, models such as
Bénabou (1993, 1996), Durlauf (1996a,b), Fernandez and Rogerson (1997)
consider the effects of residential neighborhood on education. In these
models, a child’s education is determined, at least in part, through factors
such as school quality and by characteristics of others in the neighborhood
in which he grows up. These interactions mean that relative economic sta-
tus persists across generations when economic segregation exists. Poor
families live in poor neighborhoods, which depress the future economic
prospects of their offspring. Of course, individual- and group-level char-
acteristics are themselves interdependent. Parental income influences this
because it determines what neighborhood a child lives in. Nevertheless,
individual- and group-level explanations of poverty have different implica-
tions, both in terms of understanding the sources of poverty and inequal-
ity as well as in terms of the design of public policies.

Outside the confines of academia, the recognition that social factors
play a fundamental role in the perpetuation of poverty is a very standard
idea. Ralph Ellison is hardly unique in recognizing how space and com-
munity influence individual perceptions, aspirations, and opportunities.
The fact that this perspective has only recently become a key feature of
economic reasoning should not be attributed to the insularity of economic
reasoning but rather to the success of individual-based models of eco-
nomic inequality, such as models that focus on human capital formation,
to elucidate many aspects of income inequality. At the same time, the ap-
parent imperviousness of poverty in places such as inner cities has pro-
vided the context in which this new perspective has developed.?

In previous work, Durlauf (1999, 2001), I have described this perspec- -

tive as the “memberships theory” of inequality and poverty since the com-
positions and behaviors of the groups of which a person is a member play

2 As argued in Manski (2000), another reason this perspective has blossomed is the devel-
opment of mathematical tools that allow for formal modeling of the substantive ideas at its
foundations. See Blume and Durlauf (2001) for a discussion of some of these technical ad-
vances.
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such an important role in socioeconomic outcomes. As the neighborhood
example illustrates, dynamic versions of these models (i.e., where the dis-
tribution of behaviors and outcomes at one point in time affects future dis-
tributions of behaviors and outcomes) can explain substantial immobility
in economic status across generations. Formally speaking, poverty traps
are the limits of such cases of economic immobility, as poverty traps are
nothing more than socioeconomic environments in which persistence in
economic status is arbitrarily long. Hence, any set of theories that explains
persistent inequality would seem a plausible candidate for understanding
poverty traps. That being said, the memberships theory possesses features
in which the limiting case of a poverty trap seems particularly natural.
Why this is so and what implications the memberships theory perspective
on poverty traps has for public policy are the subjects of my discussion.

This chapter is organized as follows. Section 2 describes the member-
ships theory of poverty and relates it to the specific question of poverty
traps. The role of social factors in individual outcomes, the idea that lies at
the heart of the memberships theory, is expanded upon. The relationship
between the theory and persistent racial inequality is also addressed. Sec-
tion 3 discusses evidence in support of the memberships theory. This evi-
dence is organized into three types: studies from history and social psy-
chology that demonstrate the importance of the social factors on which
the memberships theory is based, ethnographic studies, and formal statis-
tical analyses. I also identify some important recent advances in empirical
work that should prove to be important in assessing the theory. Section 4
considers the implications of a memberships perspective on poverty traps
for policy evaluation. This section characterizes the sorts of antipoverty
policies the theory seems to suggest and also considers how data analysis
for policy evaluation should be conducted in this context. Section 5 pro-
vides conclusions.

2. 'Tar MEMBERSHIPS 1HEORY OF INEQUALITY
Basic Ideas

At an abstract level, the memberships theory of inequality is nothing more
than an approach to understanding socioeconomic outcomes that focuses
on the way in which various socioeconomic groupings affect individuals.
Individuals, of course, can be categorized by any number of groupings.
The basis of the memberships theory is that at least some of these mem-
berships have powerful influences on individual outcomes.

In addition to a common perspective on the causal determinants of
poverty and inequality, the various analyses that fall under the member-
ships theory embody new ways of understanding individual behavior.




















































