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"It's time to honor and reward people who work hard and play by the rules....
No one who works full time and has children should be poor any more."

—Bill Clinton and Al Gore, Putting People First, 1992.

During the second half of the 1990s, as millions of people moved off the welfare rolls and into low-paying
jobs, policymakers and policy analysts have become increasingly concerned about the challenges facing the
"working poor." The annual earnings of a full-time, full-year worker making $6 an hour-well above the federal
minimum wage ($5.15 per hour)—are too low to lift a family of three above the federal poverty line. Even
families with slightly higher earnings who take advantage of programs like food stamps and the Earned
Income Tax Credit (EITC) still must pay work-related expenses and struggle to make ends meet.

Discussions of the working poor have been hampered by the lack of a common understanding of the term.
Some analysts only consider those who work full-time and full-year to be working (e.g., Schiller 1994), while
others have far less stringent requirements (e.g., Wertheimer 1999). And while there is an official poverty
line, many analysts are concerned with understanding the struggles of low-income families trying to stay out
of poverty. How the term "working poor" is defined affects the size and composition of the group, as well as
possible policy interventions to address its needs.

Using data from the National Survey of America's Families (NSAF), this paper examines how alternative hours
and income thresholds alter the size of the working poor population.2 We settle on a broad definition of the
working poor that counts a family as poor if its income falls below twice the federal poverty line and as
working if the average annual hours worked by all adult family members exceeds 1,000 (approximately
half-time). We proceed to examine the demographic characteristics of the working poor and compare those to
the demographics of poor families that do not work and to those of non-poor families that do work. We also
analyze the job characteristics of the working poor and their use of safety net services, again comparing
them to their non-poor and to their poor, non-working counterparts as appropriate.

Policies aimed at lifting the incomes of the working poor can involve increasing their wage rates or enabling or
encouraging them to work more hours. While we cannot rigorously evaluate any particular policy option,
some basic simulation exercises provide a sense of how many of the working poor would move into the ranks
of the non-poor if the minimum wage were to increase or if all able-bodied, prime-age adults (25 to 54 year
olds) were to work full-time, year-round.

One in six non-elderly Americans live in families we deem to be working poor in 1996. Further, over one half
of all non-elderly persons living in families with incomes below twice the poverty line are in working poor
families. Almost two-thirds of the working poor live in families with children and at least two adults present.
And, on average, the primary earner in a working poor family works full-time, year-round.

From the simulations, we find that increasing the minimum wage to $6.15 an hour would reduce the size of
the working poor population only slightly. If all prime-age, able-bodied adults in working poor families were
to work full-time, year-round, incomes would rise above twice the poverty line for about one-fifth of the
individuals in working poor families. Simulating an increase in work hours would also affect the non-working
poor: one in six of the non-working poor would see their incomes rise above 200 percent of the poverty line,
and over one-third would join the ranks of the working poor.

Previous Research
Previous research contains a wide range of estimates on the size of the working poor population and poverty
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rates among workers. The extent of poverty among workers depends upon who is counted as a worker and
what standard of poverty is used. Three papers by researchers at the U.S. Bureau of Labor Statistics (BLS)
adopt a common definition: a worker is poor if his/her family's income falls below the federal poverty line; an
adult is a worker if he or she worked or looked for work in at least 27 weeks over the past calendar year.
Examining data for 1987, 1990, and 1994, these researchers estimate that the poverty rate among working
adults ranges from 5.5 to 5.9 percent (Klein and Rones 1989, Gardner and Herz 1992, and Hale 1997).

Altering the standard for working profoundly affects these results. For example, Schiller (1994) only counts
adults working full-time and full-year as workers. Using this strict standard, he finds that the poverty rate
among workers is only 2.5 percent, less than half the level the BLS researchers report. Kim (1998) uses a
much less stringent standard to define workers: any adult that worked at all in the previous calendar year.
She finds that 10 percent of workers are poor, almost twice the rate reported by the BLS researchers.

Many researchers argue that the poverty threshold is too low—that many people with incomes slightly above
the poverty line are struggling.3 Consequently, several researchers use more generous income limits to
denote poverty. Schwarz and Volgy (1992) consider full-time, full-year workers just as Schiller (1994) does,
but they set their poverty threshold at 155 percent of the federal poverty line. Schwarz and Volgy find that
7.4 percent of all workers are poor, compared with 2.5 percent under Schiller's definition. Kim (1998) shows
that the share of workers she counts as working poor rises from 10 percent when she uses the official poverty
line to 18 percent when she uses 150 percent of the poverty line as her income threshold for the working poor.

Few researchers report the share of all adults who are working poor, much less the share of all persons living
in poor families in which the adults work; after all, if an adult is poor, so are his/her spouse and children. Kim
(1998) finds that 7 to 12 percent of all adults are working poor, depending on whether she uses 100 or 150
percent of the poverty line as her income threshold. Recall that for Kim, anyone who worked at all is counted
as a worker. Again, this is much higher than the share we compute using data reported by Schiller (1994):
1.2 percent of all adults work full-time, full-year and live in families with incomes below the poverty line.

Other researchers focus on the share of the poor that is working or living in working families. Klein and Rones
(1989), using the BLS definitions, find that one-third of all poor adults work. Wertheimer (1999) reports that
35 percent of all poor children live in families in which either a single parent works 20 hours a week or two
parents combine to work at least 35 hours a week.

One question that motivates much of this research is: "Can the poor escape poverty by working more?" Two
recent papers suggest the answer is yes but not solely because of increased earnings. Ellwood (1999)
calculates that in 1997, a single mother with two children working full-time, full-year at the minimum wage
would have a net income about 13 percent above the poverty line. Ellwood's calculations include the value of
the Earned Income Tax Credit (over $3,600) as well as $1,000 in child support while subtracting $2,000 for
child care costs. Similarly, Sawhill (1999) finds that the poverty rate for all persons in families would fall from
12.2 to 3.6 percent if all family heads worked full-time, full-year. Her measure of family income nets out
work-related expenses but adds in the value of the EITC. These papers show that if the poor work more and
take advantage of government transfer programs, they are likely to move above the federal poverty line but
still have very low incomes.

However, it may not be reasonable to expect single mothers with young children to work 40 hours a week.
And if the income threshold is something higher than the official poverty line, as several researchers set it
(e.g. Kim 1998 and Schwarz and Volgy 1992), then many of these families would still be among the ranks of
the working poor. In our work, we focus not just on workers or on adults but on all non-elderly persons. 

Defining and Counting the Working Poor
Any rigorous discussion of the working poor must begin by answering two basic questions: (1) who is
working? and (2) who is poor?

While there is an official federal poverty line that is considered to reflect the income a family requires to meet
its basic needs (adequate food, clothing, and shelter), the poverty thresholds are sufficiently low that they
exclude families that are struggling to make ends meet. For example, many people would find it hard to
provide for themselves and a child on an annual salary of $17,000 a year—yet this is over 50 percent more
than the official poverty threshold for a single-parent with one child ($11,235 in 1998). Furthermore, the
official poverty threshold does not account for costs associated with working, such as transportation, child
care, and other work-related expenses. In recent work, Pearce and Brooks (1999) calculate that a single
mother with one child living in Washington, DC, needs to make almost $34,000 a year—three times the
official poverty line—to pay for housing, child care, and other basic needs.

Defining work is also subjective. An individual who worked for a few weeks during the year clearly worked in
the strictest sense, but this does not demonstrate a strong attachment to the labor force. Alternatively, only
counting individuals who work 40 hours a week and 52 weeks a year as working may be too stringent a
standard. After all, a single parent holding down a steady, part-time job is demonstrating a strong attachment
to the world of work.

Comparing Alternative Definitions of the Working Poor

Table 1 examines how the share of all non-elderly persons living in working poor families varies under six
different definitions of the working poor. We define poor using both the official poverty line and twice the
poverty line. We apply three different criteria in determining if a family is working: (1) the total hours worked
by all adults in the family is at least 1,000 hours a year (at least one half-time equivalent worker); (2) the



total hours worked by all adults in the family is at least 2,000 hours a year (at least one full-time equivalent
worker); and (3) the average hours worked by all adults in the family is at least 1,000 a year.4

This third criteria is the most flexible, setting different work standards for one- and two-parent families. To be
deemed working, one-parent families must have one half-time equivalent worker, while two-parent families
must have at least one full-time equivalent worker (2,000 hours divided by two adults).

Table 1. Non-Elderly Persons in Working Poor Families, By Family Work
Status, 
1996: Alternative Definitions

 

Persons in Families
with Incomes 
Less than the

Federal 
Poverty Threshold

Persons in Families
with Incomes 

Less than Twice the
Federal 

Poverty Threshold

All Persons 14.0% 32.2%

Total hours worked = at least
1,000 6.4% 22.2%

Total hours worked = at least
2,000 3.6% 16.3%

Average hours worked per adult
= at least 1,000 4.2% 16.7%

Source: Urban Institute tabulations from the 1997 National Survey of America's
Families.

Of our six possible definitions of the working poor, the last—the share of persons living in families with
incomes below twice the poverty line and whose average hours worked per adult is at least 1,000—is the
most appealing. The average hours approach allows the hours worked requirement to vary by the number of
adults in a family, recognizing that two-parent families have more potential workers than one-parent families.
And while the federal poverty line is the official standard for deprivation, many families living just above the
poverty line struggle to make ends meet and are also eligible for some government assistance (food stamps,
earned income tax credits, and Medicaid, for example). By the time a family's income exceeds twice the
poverty line, it is likely to be free from such government assistance. Consequently, we use 200 percent of the
poverty line as our threshold for the poor and find that 16.7 percent of all non-elderly persons live in working
poor families.

Work Effort Among the Working Poor

Depending on the definition used, the share of non-elderly persons living in working poor families range from
3.6 to 32.2 percent. The majority of the poor are working poor. Table 2 shows that almost one-third of all
non-elderly persons are poor by our definition (below 200 percent of the poverty line). Using that definition,
among the poor, 52.0 percent live in families in which adults work at least 1,000 hours a year, on average.
Even when we examine persons with incomes below the federal poverty line, we find that about 30 percent
live in working families.

Work among low-income families by state. Table 2 shows how the share of persons in working poor families
varies across states in our sample. Nationally, one out of six non-elderly persons live in working poor families.
Across the thirteen focal states, the share ranges from a low of 9.1 percent in Massachusetts to a high of
22.7 percent in Mississippi. The share of the poor who are in working families ranges from 40.7 percent in
New York to 65.3 percent in Wisconsin.

Table 2. The Working Poor and Work Effort Among the Poor by State, 1996

 Working Poor (%) Poor (%)
Working Poor as a 
Fraction of All Poor

(%)

US Total 16.7 32.2 52.0

Alabama 19.3 38.8 49.7

California 18.0 38.6 46.6



Colorado 15.9 27.4 57.8

Florida 20.1 36.8 54.6

Massachusetts 9.1 22.0 41.5

Michigan 13.3 25.5 52.2

Minnesota 13.5 22.6 59.6

Mississippi 22.7 45.8 49.5

New Jersey 10.0 21.7 46.1

New York 13.3 32.8 40.7

Texas 21.5 39.6 54.4

Washington 14.7 28.4 51.9

Wisconsin 14.3 21.9 65.3

Balance of Nation 16.9 31.0 54.6

Note: Working poor are defined as persons living in a family with annual income less
than 200% of the federal poverty line and where the average annual hours of work
per adult is greater than 1,000 hours; all persons living in a family with annual
income less than 200% of the federal poverty line are considered poor.
Source: Urban Institute tabulations from the 1997 National Survey of America's
Families.

There is little correlation between a state's poverty rate and the share of the poor who are in working families.
For example, in both Texas and Wisconsin, the share of the poor in working families exceeds the national
average, but Wisconsin's poverty rate (21.9 percent) is among the lowest in our thirteen NSAF focal states
and Texas's is among the highest (39.6 percent).

Incomes of Working Poor Families

Table 3 shows that the average working poor family's income is 39 percent above the federal poverty line. For
a single parent with one child, this implies an average income of $15,600; for a two-parent family with two
children, it implies an average income of $23,000.5 Working poor families in California have the lowest
average incomes (124 percent of the poverty line) and those in Minnesota have the highest (149 percent of
the poverty line).

Table 3. Income Relative to the Poverty Line for the Working Poor by State,
1996

 All Working Poor
Working Poor with Income

Below 
the Federal Poverty Line

US Total 1.39 0.76

Alabama 1.34 0.74

California 1.24 0.79

Colorado 1.40 0.75

Florida 1.36 0.79

Massachusetts 1.45 0.75

Michigan 1.44 0.77

Minnesota 1.49 0.75

Mississippi 1.32 0.75

New Jersey 1.41 0.81



New York 1.39 0.73

Texas 1.32 0.75

Washington 1.41 0.75

Wisconsin 1.45 0.76

Balance of Nation 1.44 0.75

Note: Working poor are defined as persons living in a family with annual income less
than 200% of the federal poverty line and where the average annual hours of work
per adult is greater than 1,000 hours.
Source: Urban Institute tabulations from the 1997 National Survey of America's
Families.

Focusing on working families with incomes below the official poverty line, we find that their incomes, on
average, reach only 76 percent of the poverty threshold. For a one-parent, one-child family, this implies an
average income of $8,400; for a two-parent, two-child family, it implies an average annual income of
$12,400. The differences in average incomes for working families below the poverty line across states are
small, ranging from 73 percent of the poverty line in New York to 81 percent in New Jersey. 

Who Are the Working Poor?
Family Composition

In terms of the types of families in which they live, the working poor are neither a subset of the poor, nor are
they just like working families with higher incomes. They are both similar to and different from both groups.
Overall, the biggest difference between the working poor and other families is the presence of children: more
than 80 percent of the working poor live in families with children as compared to less than two-thirds of other
families.

Nearly two-thirds of the working poor live in families with children in which two or more adults are present
(Table 4). One out of six of the working poor live in one adult families, and 17.9 percent live in families
without children. Interestingly, the non-working poor—persons in families with incomes below 200 percent of
the poverty line and whose average annual hours worked per adult falls below 1,000—are not much more
likely to live in one adult families with children than their working counter-parts.

The big differences between the working and non-working poor are the proportions in families without
children (17.9 v. 35.1 percent, respectively) and the proportions in families with children and two or more
adults (65.3 v. 45.1 percent, respectively). The share of persons in families with two or more adults and
children, however, is only slightly higher among the working poor than among the non-working poor (65.3 v.
57.9 percent).

Table 4. Family Types, 1996

 Working
Poor Non-Working Poor Working

Non-Poor

One adult with children 16.8 19.8 3.8

Two or more adults
with children 65.3 45.1 57.9

Childless families 17.9 35.1 38.3

Note: Working poor are defined as persons living in a family with annual income less
than 200% of the federal poverty line and where the average annual hours of work
per adult is greater than 1,000 hours. 
Source: Urban Institute tabulations from the 1997 National Survey of America's
Families.

Demographic Characteristics of the Working Poor

In many respects, the working poor exist on a continuum between the non-working poor and non-poor
families. Table 5 compares the working poor to the non-working poor and working families with incomes over
200 percent of the poverty line. The share of the working poor living in female-headed families is 37.0
percent, far lower than the 57.0 percent of persons in non-working poor families but greater than the 26.6
percent in non-poor families. Other areas in which the working poor inhabit the middle ground include their
marital status, educational attainment, race, health status, and car ownership.



Table 5. Percent of Non-Elderly Persons Living in Families with Given Characteristics
by Family Work and Income Status, 1996

 
Poor

Families
Working

Poor Families
Non-Working

Non-Poor
Families

Any children in the family 82.1% 64.9% 61.7%

Number of children in family (for families with children)

One 20.2% 25.2% 35.5%

Two 36.5% 31.6% 41.6%

Three or more 43.3% 43.2% 22.9%

Age of youngest child (for families with children)

Less than 3 years 33.8% 35.0% 25.1%

Between 3 and 6 years 24.3% 22.8% 18.5%

Number of children per worker (for
families with children) 1.6 1.5 0.7

Number of adults in family 1.9 2.1 2.1

Family has more than two adults 9.6% 26.7% 19.0%

Age of family head (average) 35.5 37.7 40.6

Age of family head

Younger than 25 11.3% 18.1% 3.6%

25 to 54 84.5% 68.4% 87.4%

55 and older 4.2% 13.4% 9.0%

Female family head 37.0% 57.0% 26.6%

Marital status

Married (including cohabitors) 68.9% 45.2% 83.0%

Widowed/divorced/separated 17.3% 25.6% 8.9%

Never married 13.9% 29.2% 8.1%

Education of family head

Less than High School 22.4% 35.2% 4.3%

HS grad or GED 45.7% 39.3% 35.0%

Some College 21.5% 17.9% 24.7%

College Graduate 10.4% 7.6% 36.0%

Race of family head

Black 18.0% 26.5% 9.4%

Hispanic 11.6% 10.7% 3.9%

White, non-Hispanic 66.0% 56.2% 82.5%

Nonwhite, non-Hispanic 4.5% 6.6% 4.2%



Family head has a work-limiting health
condition 11.6% 27.6% 7.1%

Lives in Metropolitan area 73.3% 76.9% 82.4%

Owns a car 84.1% 66.7% 96.4%

Note: Families with annual incomes less than 200% of the federal poverty line are labeled poor;
families are defined as working if their average annual hours of work per adult in the family
exceeds 1,000 hours; in working families, the highest earning adult in the social family is the
family head. In families where no adult works, the adult with the highest education is deemed
the family head.
Source: Urban Institute tabulations from the 1997 National Survey of America's Families.

In terms of the number and age of their children, the working poor more closely resemble their non-working
counterparts. Among families with children, just under 60 percent of persons in poor working and
non-working families have children ages 6 and younger, and over 40 percent in both groups have three or
more children. In contrast, 43.6 percent of persons in non-poor working families have young children, and
only 22.9 percent have three or more children.

Demographic Factors Contributing to Economic Differences Between Working Poor and Non-Poor
Families

Differences in the demographic characteristics of the working poor and the non-poor may contribute to the
lower economic status of the working poor through their effects on job choices and earnings potential.

First, because the working poor have more children than the non-poor, they need more income to meet their
families' needs. And because they have younger children, they may have more constrained job prospects.
Second, the working poor have far less education than the non-poor: over one-third of the non-poor live in
families headed by a college graduate compared to just one in ten of the working poor. And, of course, more
educated workers command higher wage rates. Third, the head of a working poor family is, on average,
younger than the head of a non-poor working family. Only 3.6 percent of the non-poor live in families headed
by someone under the age of 25, compared to 11.3 percent of the working poor. Younger workers generally
have less labor market experience and earn lower wages than prime age workers (25-54 year olds).
Interestingly, similar proportions of the non-poor and the working poor live in families headed by prime-age
individuals (25-54 years old): 87.4 and 84.5 percent, respectively.

In addition, when compared to the non-poor, the working poor are less likely to be married, implying that
they are less likely to have a potential secondary worker in the family. And the working poor are more likely
to be members of a minority group and to have a family head with a work-limiting health condition. Each of
these factors are associated with either lower income or reduced earnings potential.

Employment Characteristics of the Working Poor
Hours Worked and Wages Earned

The primary earners in working poor families are working, on average, full-time, full-year but for lower wages
than their non-poor counterparts.

Further, non-poor families are far more likely to have secondary workers than the working poor.

Table 6 describes the jobs that the working poor hold and compares those jobs to those held by non-poor
workers. Not surprisingly, the median hourly wage of the primary earner in working poor families ($7.55) is
less than half the median of primary earners in families with incomes above 200 percent of the federal poverty
line ($16.67). Focusing on one-adult families with children, we find that the median hourly wage of the
primary earner in working poor families is $6.73, compared with $14.42 for the primary earner in non-poor
families.

Table 6. Percent of Non-Elderly Persons Living in Working Families With Given Job
Characteristics, 1996

 

All
Families:

Poor

All
Families:
Non-Poor

One-Adult
Families

With
Children:

Poor

One-Adult
Families

With
Children:
Non-Poor

Wage rate of highest earner (median) $7.55 $16.67 $6.73 $14.42

Number of workers per adult 0.8 0.9 1.0 1.0



Annual hours of work (median) for:

Primary earner 2,080 2,184 2,058 2,080

Total for family 2,600 3,873 2,080 2,080

Per adult in family 1,508 1,820 2,080 2,080

Annual weeks of work (median) for:

Primary earner 52 52 52 52

Total for family 52 98 52 52

Primary earner has more than one
job 8.0% 11.5% 8.3% 13.7%

Primary earner mainly works 
between 6A and 6P 74.7% 83.0% 75.6% 86.3%

Family receives health insurance 
through employer 54.3% 88.6% 54.3% 85.6%

Time at current employer (Primary earner):

Less than 1 year 30.8% 13.7% 34.5% 14.7%

1 year or more 69.2% 86.3% 65.5% 85.3%

Occupation of primary earner

Professional/managerial/technical 15.1% 43.3% 16.4% 49.2%

Sales 8.6% 10.2% 9.2% 11.6%

Clerical/administrative support 9.9% 8.5% 21.4% 18.4%

Service 20.1% 7.4% 29.7% 7.5%

Craft/repair 15.8% 15.4% 4.8% 6.8%

Operators/transportation 18.9% 11.1% 13.6% 4.7%

Laborers 11.5% 4.1% 4.9% 1.9%

Industry of primary earner

Construction 9.3% 8.2% 2.7% 5.0%

Manufacturing 20.5% 22.5% 15.3% 19.0%

Transportation/communication/utilities 6.7% 9.8% 5.0% 9.6%

Wholesale/retail trade 19.2% 12.3% 22.5% 9.8%

Finance/insurance/real estate 3.7% 6.3% 5.0% 8.0%

Services 30.5% 31.6% 44.4% 42.7%



Agriculture/forestry/public
administration 10.1% 9.3% 5.0% 5.8%

Note: Families are defined as working if their average annual hours of work per adult in the
family exceeds 1,000 hours; families with annual incomes less than 200% of the federal
poverty line are labeled poor.
Source: Urban Institute tabulations from the 1997 National Survey of America's Families.

While the wages of primary earners in poor families are far lower than those of the non-poor, their work
effort is not. Primary earners in both working poor and non-poor families work full-time, year-round on
average. In working poor families, the median number of annual hours worked by the primary earner is
2,080, just below the 2,184 hours for primary earners in all non-poor families. And the primary earner in both
poor and non-poor working families usually works 52 weeks a year. Work effort among one-adult families
with children is almost identical for both working poor and non-poor families. In addition, there is little
difference in the median number of hours worked by the primary earner, with those in poor families averaging
2,058 hours while those in non-poor families average 2,080 hours.

Even though the primary earners in working poor families work about as much as those in non-poor families,
non-poor families are far more likely to have additional earners working more hours.  For example, the
median total number of hours worked by working poor families is 2,600, substantially less than the 3,873
worked by non-poor families. In addition, the average hours worked per adult is appreciably lower in working
poor families (1,508 per year) compared with poor families (1,820 per year).

Quality of Employment

While workers in poor families work as much as those in non-poor families, the jobs that they hold are less
stable and provide fewer benefits.  The working poor are less likely to hold jobs that provide daytime work
hours, are much less likely to have been at their employer for more than a year, and their families are
substantially less likely to receive health insurance through an employer.

The primary earner in 74.7 percent of working poor families works between 6 a.m. and 6 p.m., compared to
83.0 percent of non-poor families. Only 54.3 percent of working poor families receive health insurance
through an employer, while 88.6 percent of their non-poor counterparts do. Finally, while the primary earner
in 86.3 percent of non-poor families has been at his or her job for more than a year, only 69.2 percent of
poor families' primary earners have been at their jobs for more than a year.

Occupations and Industries of the Working Poor

The working poor are in lower status occupations than their non-poor counterparts. While the primary earners
in non-poor families are concentrated in professional, managerial, and technical jobs, those in poor families
are spread out more evenly across occupations.

Among non-poor families, 43.3 percent of primary earners work in a professional, managerial, or technical
occupation, compared with 15.1 percent of highest earners in working poor families. The leading occupation
for primary earners in working poor families is service at 20.1 percent; only 7.4 percent of primary earners in
non-poor families work in service occupations. The working poor have their lowest concentration of primary
earners in sales occupations (8.6 percent), while the non-poor have their lowest concentration among
laborers (4.1 percent).

These differences are slightly more exaggerated among one-adult families with children. Among these
families, almost half of non-poor primary earners work in professional, managerial, and technical occupations,
compared with 16.4 percent of working poor primary earners.

The differences in the jobs that the poor and the non-poor hold are less dramatic when observed from an
industry perspective. The primary earners of both poor and non-poor families concentrate most heavily in the
service industry: 30.5 percent of primary earners in working poor families are in service industries, while 31.6
percent of primary earners in non-poor families are in the service industry. The least number of workers are in
the finance, insurance, and real estate industries.

The similarities in the industries in which the poor and non-poor work persist among one-adult families with
children with one notable difference: Although wholesale and retail trade ranks behind service as the second
largest industry among primary earners in working poor families at 22.5 percent, only 9.8 percent of primary
earners in non-poor one adult families work in this industry (making it the third largest industry among the
non-poor).

Our data on job characteristics indicate that primary earners in working poor families spend as much time
working as those who are better off, but for less money, for less benefits, with less predictable hours, and in
less desirable occupations.  Some of these labor market imbalances can be offset, in part, through state and
federal programs, as well as through financial assistance from persons outside the family. 

Safety Net Services and Other Income Sources
Although the United States has a number of social programs aimed at helping low-income families, many
working poor families may not be eligible for them, and they may face barriers to program participation.
Many of the public safety net programs are means-tested, with income-eligibility criteria set close to the



poverty line. Since the average income of a working poor family is 39 percent above the poverty line, the
earnings of the working poor may be too high for their families to be eligible for social assistance. In addition,
programs often require recipients to visit welfare offices on a regular basis to maintain eligibility. Welfare
offices are typically only open during standard working hours, and work schedules may prevent the working
poor from getting there during those times. As a result, social assistance benefits may be less accessible for
the working poor than the non-working poor.

Table 7 shows the use of public assistance (AFDC/TANF and general assistance, food stamps, supplemental
security income (SSI), and Medicaid) and private assistance (child support and financial assistance from
family or friends) among working poor, non-working poor, and non-poor families. For most transfer types, the
median annual 1996 benefit among recipients is also provided.6

Table 7. Use of Public Safety Net Services and Private Assistance, 1996

 All Families  One-Adult Families with Children

 Poor  Poor  

 Working Non-Working Non-Poor Working Non-Working Non-Poor

AFDC/TANF, General Assistance and/or Emergency Assistance

%
receiving 7.2 24.8 1.0 15.2 57.8 2.2

median
benefit $2,200 $3,845 $2,448 $2,068 $4,200 $3,600

Food Stamps

%
receiving 19.8 43.8 1.6 33.8 76.6 2.7

median
benefit $1,440 $2,268 $960 $1,380 $2,400 $900

Supplemental Security Income

%
receiving 3.8 15.4 1.1 4.7 17.2 1.5

median
benefit $5,160 $5,568 $5,300 $5,076 $5,640 $5,000

Child Support

%
receiving 13.8 11.5 7.3 36.3 29.4 43.1

median
benefit $2,244 $1,272 $3,420 $2,400 $1,200 $4,360

Financial assistance from family or friends

%
receiving 7.0 9.6 3.6 10.5 11.8 10.0

median
benefit $550 $500 $1,200 $435 $300 $700

Family member received Medicaid or other state-run public

% health
insurance 27.4 52.1 4.2 40.9 83.0 5.9

NOTE: Families with annual incomes less than 200% of the federal poverty line are labeled
poor; families are defined as working if their average annual hours of work per adult in the
family exceeds 1,000 hours; average benefit calculated only for those families that received the
service.
Source: Urban Institute tabulations from the 1997 National Survey of America's Families. 



Support from Public Sources

The working poor are less likely to receive public cash assistance than the non-working poor. Median benefit
levels from public sources are generally lower among the working poor. For example, 7.2 percent of the
working poor report receiving cash assistance through AFDC/TANF, general assistance, or emergency
assistance in 1996, with a median benefit level of $2,200. Reported receipt for this type of assistance is much
higher among the non-working poor (24.8 percent), with a median benefit level of $3,845. Similarly,
compared to the non-working poor, the working poor are less likely to receive Medicaid and supplemental
security income. They are also less likely to receive food stamps; however, it is important to note that even
though the working poor are less likely to receive food stamps, a substantial share (one in five) still receives
this benefit.

Comparing the non-poor to the working poor, the working poor are more likely to receive public cash
assistance than the non-poor. As described above, most public assistance programs are available only to
low-income families. Thus, we would not expect the working non-poor to have higher receipt levels for these
benefits.

Examining the pattern of benefit receipt and benefit levels for one-adult families with children, we find similar
patterns to those observed among all families. In general, however, levels of receipt are higher. For example,
19.8 percent of all working poor received food stamps in 1996. When the sample of working poor is restricted
only to those living in one-adult families with children, the percent receiving food stamps increases to 33.8.
Although participation rates among one-adult families are higher than the rates among all families, the
median benefit levels are similar. Benefit levels are generally linked to family size, and one adult families tend
to be smaller than families with two or more adults.

One public program that may be much more important to the working poor than the non-working poor is the
Earned Income Tax Credit. The EITC and similar state programs are only available to working families. The
EITC provides refundable tax credits to low-income workers. In 1996, a working family with two children could
receive up to $3,556 through the federal EITC program (U.S. Congress 1998). This benefit level is higher than
the median benefit from most social transfers on Table 7. Unfortunately, our data do not include information
about income received through refundable tax credits.

Private Sources of Support

The working poor are slightly more likely than the non-working poor to receive child support (13.8 percent
compared with 11.5 percent), but the median child support payment is much higher among the working poor
than the non-working poor ($2,244 compared with $1,272). Only 7.3 percent of the non-poor receive child
support, but when they do, they receive $3,420, on average.

The working poor are also slightly less likely to receive financial assistance from family or friends than the
non-working poor, but benefit levels are similar-about $500 per year. Only 3.6 percent of the non-poor
received assistance from friends or family, but their median benefit is quite high: $1,200.

Child support is likely to be extremely important for one-adult families. Interestingly, nearly half of the
non-poor, one-adult families receive child support. The receipt rate among the non-poor is substantially
higher than the receipt rate among both the working poor and the non-working poor. Furthermore, the child
support payment to the non-poor is more than 80 percent larger than the median payment to the working
poor and almost three times larger than the median payment to the non-working poor ($4,360 for the
non-poor; $2,400 for the working poor; $1,200 for the non-working poor).

About 10 percent of one-adult families receive assistance from friends and families regardless of their work
and income status. Among those receiving financial assistance, the average non-poor one-adult families
receives $700 annually, those in working poor families receive $435, and those in non-working poor families
receive $300.

The difference between social assistance participation rates for the working and non-working poor likely
reflects real differences in need and eligibility. The disparity between the amount of child support and cash
assistance from friends and families received by the working poor compared to the non-poor could reflect real
disparities and the amount of income that friends, family members, and non-custodial parents have to
transfer. Among one-adult families with children, substantial child support payments probably keep a number
of the non-poor above 200 percent of the poverty line. 

The Effects of Increases in the Minimum Wage and Hours Worked on the Working Poor:
Simulation Results
A substantial number of people live in families in which the adults are committed to working, yet their incomes
remain low. Indeed, as noted, one out of six persons live in working families with incomes below 200 percent
of the poverty line, and one-quarter of the working poor fall below the official poverty line. Our profile of the
working poor indicates that they earn less per hour and have less education than the non-poor. They also
have more and younger children than the non-poor. Primary workers in working poor families tend to work
full-time, full-year. However, the total hours worked by all adults tends to be much lower among the working
poor than the non-poor because secondary workers work fewer hours in working poor families.

These differences between the working poor and the non-poor suggest that policies aimed at raising the
wages or the work effort of the working poor could potentially lift the working poor into the ranks of the
non-poor. There are several approaches policymakers can take to increase the hourly earnings of the working



non-poor. There are several approaches policymakers can take to increase the hourly earnings of the working
poor. For example, they can directly raise the wages of the lowest paid workers by increasing the minimum
wage, or they can attempt to indirectly raise wages by helping the working poor obtain more education and
training.

Policymakers can also take two general approaches to raising the work effort of the working poor. One
involves reducing the obstacles to work that they face-for example, by increasing the supply of subsidized
quality child care and providing transportation assistance. A second approach involves increasing the rewards
to working through programs like the Earned Income Tax Credit. Attempts to raise the work effort of the
working poor are also likely to encourage the non-working poor to work. Of course, policymakers can simply
provide more direct assistance to the working poor through more generous TANF policies and in-kind
transfers such as food stamps and public health insurance.

We cannot rigorously evaluate all the options, but very basic simulations can provide important insights into
how these policies could affect the working poor and even the non-working poor. Below, we examine:

The impact of raising the minimum wage on the incomes of the working poor; and
The effects of increased work effort among prime-age, able-bodied adults.7 Note that we are not
examining a specific policy to increase work effort; rather, we focus on the ultimate impact of a substantial
rise in work hours on family incomes. Our primary concern is to estimate the potential impact of a large
increase in work effort on the size of the working poor population; then one can consider specific policy
options to increase work effort.

Increases in wages and work effort both will raise some families' incomes, and this has implications for their
receipt of means-tested cash assistance as well as their tax bills. Our simulations do not explicitly model
changes in eligibility and receipt of means tested benefits; however, they do use two extreme assumptions:
(1) that families retain all the benefits they had been receiving; and (2) that families stop receiving
AFDC/TANF, general assistance, and emergency assistance.8  The likely outcome (in the absence of an
explicit policy change regarding these programs) will fall between the two extremes.

In addition, we make no attempt to calculate a family's work-related expenses, tax liability, or the payment it
may receive through the Earned Income Tax Credit, which can substantially increase the incomes of the
working poor. However, by reporting the share of persons still living in working poor families after an increase
in the minimum wage or in hours worked, we demonstrate the number of people who can still benefit from
the Earned Income Tax Credit, even if we cannot assess it's monetary value.

Of course, increased work effort among non-workers will affect the non-working poor as well. In addition to
presenting how many of the working poor are moved up into the ranks of the non-poor through increases in
the minimum wage and hours worked, we examine how many of the non-working poor are transformed into
the working poor and even into the non-poor. We also examine how many persons living below the official
poverty line are raised above it by our simulated changes.

Raising the Minimum Wage

Through minimum wage legislation, governments can mandate the lowest wage paid to a majority of the
workforce. In 1996, the federal minimum wage was $4.25 an hour; it increased to $4.75 in 1997 and to $5.15
in 1998.9 Congress is considering an increase in the minimum wage to $6.15 over the next two years. In
Table 8, we estimate the short-run effect of increasing the 1996 federal minimum wage to $6.15 on the
incomes of the working poor.

Table 8: Effects of Changes in the Minimum Wage, 1996

A. Percent of persons in working families with income below 200% of the poverty threshold

 1996 Minimum Wage (%) Simulated Minimum 
Wage = $6.15 (%)

Simulations assuming continued receipt of means-tested cash assistance

Overall 16.7 16.2

One adult with children 34.3 34.3

Two or more adults with children 20.1 19.6

Childless families 8.0 7.3

Simulations without means-tested cash assistance

Overall 16.7 16.2

One adult with children 34.3 34.3



Two or more adults with children 20.1 19.6

Childless families 8.0 7.3

B. Percent of persons living in working families with income below 100% of the poverty threshold

 1996 Minimum Wage (%) Simulated Minimum 
Wage = $6.15 (%)

Simulations assuming continued receipt of means-tested cash assistance

Overall 4.2 3.5

One adult with children 12.8 10.9

Two or more adults with children 4.4 3.8

Childless families 1.8 1.5

Simulations without means-tested cash assistance

Overall 4.2 3.7

One adult with children 12.8 11.7

Two or more adults with children 4.4 3.9

Childless families 1.8 1.5

Note: Families with average annual hours of work per adult is greater than 1,000 are
considered working; at the time of the survey the federal minimum wage was $4.25;
simulations without means-tested cash assistance assume families will no longer receive
income from either AFDC/TANF, general assistance, or emergency assistance.
Source: Urban Institute tabulations from the 1997 National Survey of America's Families.

To simulate raising the minimum wage to $6.15 per hour, we increase the wages of every worker earning
between $4.25 and $6.14 to $6.15.10  We assume that raising the minimum wage will neither draw workers
into the labor market nor encourage workers to increase their hours. Similarly, we assume that employers will
not lay off workers or cut their hours in response to higher labor costs. 11  Over all, one-third of all workers in
working poor families and 41.3 percent of workers in families with incomes below the official poverty line earn
less than $6.15 an hour. Only workers with wages below $6.15 will see their family incomes rise as a result of
this simulation.

Minimum Wage Increases and the Working Poor 

Increasing the minimum wage to $6.15 an hour will not have a large effect on the share of persons living in
working poor families. Such an increase would reduce the share of persons living in working poor families
from 16.7 to 16.2 percent regardless of whether or not they continued to receive means tested cash
assistance. When we examine one-adult families with children, we find that raising the minimum wage has no
effect on the proportion of families deemed working poor: it remains stable at 34.3 percent. Among two-adult
families with children, increasing the minimum wage reduces the share living in families with incomes below
200 percent of the poverty line from 20.1 to 19.6 percent.

Interestingly, our findings are roughly the same whether or not we assume that workers continue to receive
means-tested cash assistance. This suggests that the vast majority of the working poor who would move up
and into the ranks of the non-poor do not receive such assistance.

Minimum Wage Increases and Families Below the Federal Poverty Line

Increasing the minimum wage would also have small impacts on individuals in working families with income
below the federal poverty threshold. A minimum wage of $6.15 would reduce the percent of individuals in
working families living below the poverty line from 4.2 percent to 3.5 percent, a 16.6 percent decline. If we
assume that families would have stopped participating in cash assistance programs, the rate would only fall
to 3.7 percent, an 11.9 percent decline. For one-adult families with children, increasing the minimum wage
would reduce the share in working families with incomes below the poverty line from 12.8 to 10.9 percent if
benefits are retained and to 11.7 if benefits are lost. For two-adult families with children, the share falls from
4.4 to 3.8 percent with means-tested cash assistance and to 3.9 percent without.

Summary of Raising the Minimum Wage Simulations

These simulation results suggest that raising the minimum wage to $6.15 would not lift many working poor
families into the ranks of the non-poor. Indeed, the primary earners in working poor families earn far more
than $6.15 an hour already. Raising the minimum wage high enough to dramatically reduce the size of the
working poor population may not be possible without reducing the number of available low-wage jobs. In



addition, this wage rate would likely have to be substantially higher than any of the increases being
contemplated by Congress. Nevertheless, a higher minimum wage will increase the incomes of some of the
working poor, and while it may not lift them above any given income threshold, these families will have more
income to meet their needs.

Increasing Hours Worked

Increasing work effort is another way to increase income. Not all adults can work and not all part-time
workers can work more hours. However, our simulations gauge the potential impact of dramatic increases in
work effort, giving an upper-bound of sorts on the impact of policies to increase work effort.12  The
simulations assume that all prime-age, able-bodied adults work at least 2,000 hours per year. For adults who
are not working, we simulate earnings equal to the minimum wage ($4.25) times 2,000 hours of work (a
total of $8,500 in annual earnings). For persons who are currently working fewer than 2,000 hours a year,
we increase their hours to 2,000 and compute their earnings by multiplying their wage rates by 2,000.13 
Persons working more than 2,000 hours are not affected by this simulated increase. Note that over half of all
persons in working poor families live with an able-bodied adult working less than 2,000 hours a year.

Increasing the Hours of the Working Poor

If all prime-age, able-bodied adults worked at least 2,000 hours a year and all families continued to receive
means-tested cash assistance, 3.3 percent of the population would move from the ranks of the working poor
and into the ranks of the non-poor (see Table 9). In other words, about 20 percent of the people in working
poor families would become non-poor. Even taking away the welfare benefits of families when their incomes
increase, we obtain roughly the same impact.

Table 9. Effects of Increasing Work Effort on the Working Poor to at Least
2,000 Hours per Year, 1996
Percent of persons living in working families with income below 200% of the poverty
threshold

 Working Poor Percent of Working
Working Poor that
Becomes Non-Poor
(%) Baseline

(%)

Family Income
Increases to Over 200%
of Poverty
(percentage points)

Simulations assuming continued receipt of means-tested cash assistance

Overall 16.7 -3.3 19.6

One adult with
children 34.3 -1.8 5.1

Two or more
adults with
children 

20.1 -4.8 23.7

Childless families 8.0 -1.4 17.8

Simulations without means-tested cash assistance

Overall 16.7 -3.2 19.3

One adult with
children 34.3 -1.8 5.1

Two or more
adults with
children 

20.1 -4.7 23.3

Childless families 8.0 -1.4 17.8

Percent of persons living in working families with income below 100% of the poverty
threshold

 Working with Family Income Below
Poverty

Percent that Moves 
Above 100% of
Poverty



Poverty
(%)

 Baseline
(%)

Family Income
Increases to Over 100%
of Poverty
(percentage points)

Simulations assuming continued receipt of means-tested cash assistance

Overall 4.2 -1.4 34.8

One adult with
children 12.8 -1.6 12.5

Two or more
adults with
children 

4.4 -2.2 48.7

Childless families 1.8 -0.4 20.0

Simulations without means-tested cash assistance

Overall 4.2 -1.4 33.1

One adult with
children 12.8 -1.2 9.3

Two or more
adults with
children 

4.4 -2.1 47.2

Childless families 1.8 -0.4 20.0

Note: Families with average annual hours of work per adult is greater than 1,000 are
considered working; simulations without means-tested cash assistance assume
families will no longer receive income from either AFDC/TANF, general assistance, or
emergency assistance.
Source: Urban Institute tabulations from the 1997 National Survey of America's
Families.

Not surprisingly, persons in one-adult working poor families with children are not profoundly affected by an
increase in hours worked because all these adults are already working at least 1,000 hours a year, with most
working more than 2,000 hours. Only 5.1 percent of the working poor in one-adult families would become
non-poor even if they retained all their means-tested cash assistance. In contrast, about one-quarter of the
working poor in families with two or more adults and children see their incomes rise above 200 percent of the
poverty line. By definition, these families have more potential workers than their one-adult counterparts.

Increasing the Hours of Working Families with Incomes Below the Federal Poverty Line

Focusing on families with incomes below the federal poverty line, we find that increasing hours lifts one-third
of the people in these working families above the poverty line. Among one-adult working families with
children and incomes below the poverty line, 12.5 percent are lifted out of poverty through increasing work
effort; among two-adult families with children, nearly half will move above the federal poverty line. Note,
however, that this change affects only 2.2 percent of all persons in two-adult families.

Whether or not families continue to receive means-tested transfers only affects the share of one-adult
working families with children moved above the poverty line. No other family type is substantially affected
when we assume receipt of means-tested transfers would cease. As one would expect, this suggests that
means-tested cash assistance is a more important source of support for poor single adults with children than
for other types of families.

Increasing the Hours of the Non-Working Poor

Increasing the hours worked by prime-age, able-bodied adults will also increase the hours worked among the
non-working poor (Table 10). Many of the non-working poor will move into the ranks of the working poor
while others will be lifted above 200 percent of the poverty line.

Table 10. Effects of Increasing Work Effort on the Working Poor to at Least
2,000 Hours per Year, 1996
Percent of persons living in non-working families with income below 200% of the
poverty threshold



  Non-Working Poor at Baseline

 Baseline
(%)

Remain
Non-Working Poor
(%)

Become
Working Poor
(%)

Become
Non-Poor
(%)

Simulations assuming continued receipt of means-tested cash assistance

Overall 15.4 45.6 37.7 16.9

One adult
with children 37.3 42.9 52.0 5.1

Two or
more adults
with
children 

12.8 31.4 48.2 20.4

Childless
families 14.5 65.3 16.1 18.5

Simulations without means-tested cash assistance

Overall 15.4 45.6 38.2 16.2

One adult
with children 37.3 42.9 52.2 4.9

Two or
more adults
with
children 

12.8 31.5 49.0 19.4

Childless
families 14.5 65.3 16.3 18.4

Percent of persons in non-working families, income below 100% of the poverty
threshold

  Non-Working/Family Income Below 100% of
Poverty Threshold

 
Baseline
(%)

Remain
Non-Working,
Income Less Than
100% Poverty
(%)

Become
Working,
Income Less
Than 100%
Poverty
(%)

Income
Rises Above
100% of
Poverty
(%)

Simulations assuming continued receipt of means-tested cash assistance

Overall 9.8 45.0 20.1 34.7

One adult
with children 33.6 42.6 36.4 21.1

Two or
more adults
with
children 

7.6 31.1 19.8 49.2

Childless
families 7.8 67.2 5.5 27.3

Simulations without means-tested cash assistance

Overall 9.8 45.0 26.1 28.7

One adult
with children 33.6 42.6 46.5 10.9



Two or
more adults
with
children 

7.6 30.9 27.1 41.4

Childless
families 7.8 67.2 5.5 27.3

Note: Families with average annual hours of work per adult is greater than 1,000 are
considered working; simulations without means-tested cash assistance assume
families will no longer receive income from either AFDC/TANF, general assistance, or
emergency assistance.
Source: Urban Institute tabulations from the 1997 National Survey of America's
Families. 

Over one-third of the non-working poor will become working poor and one-sixth will see their incomes rise
above 200 percent of poverty as a result of increases in their hours worked (see Table 10). About one-half of
the non-working poor will remain non-working poor, indicating that the adults in these families are either
very young, very old, or disabled. Again, the results are similar whether or not we assume families continue
to receive means-tested cash assistance.

Over half of the people in non-working, one-adult poor families with children will move into working poor
families through increased work effort; another 5.1 percent will become non-poor; 42.9 percent will remain in
non-working families. Among non-working poor families with children and two or more adults, increasing
work effort will lift one in five above 200 percent of poverty and about half into the ranks of the working poor.
Fewer than one-third of persons in such families will remain non-working and poor.

Increasing the Hours of Non-Working Families with Incomes Below the Federal Poverty Line

Overall, 9.8 percent of the non-elderly population lives in families in which the adults work an average of less
than 1,000 hours a year and the family's income falls below the federal poverty line. If all prime-age,
able-bodied adults worked 2,000 hours a year, we find that over one-third would be lifted above the federal
poverty line if they retained all their means-tested cash assistance. Without this assistance, only 28.7 percent
of persons in such families would be lifted above the poverty line. One in five would remain in poverty but
would be considered a working family if they retained benefits; this share rises to one in four if benefits are
lost. Less than half (45.0 percent) of families would still be considered non-working and still have incomes
below the federal poverty line.

Persons living in families with two or more adults and children whose incomes are below the poverty line are
more likely to be lifted above the poverty line through increased work effort than persons in one-adult poor
families with children. More than one-third of persons in one-adult non-working poor families with children
would now be working but remain poor even if they continued to receive benefits. Without benefits, the share
rises to 46.5 percent as families that had been lifted above the poverty line fall back below the line.

Summary of Increasing Hours Worked Simulations

Our simulation results suggest that increases in the work effort of all prime-age, able-bodied adults can lift
some families out of working poverty—about one in five will see their incomes rise above 200 percent of the
poverty line. Further, about one in three working families with incomes below 100 percent of poverty will
move over that threshold. In addition, over half of the non-working poor will start working, many will join the
ranks of the working poor while some will actually have incomes in excess of 200 percent of the poverty line.

Note that many families will see their incomes rise as a result of increased work effort, even if they do not
rise enough to cross one of our poverty thresholds. However, to the extent that policymakers are particularly
concerned about families that work hard and play by the rules, it is important to note that increases in work
effort will actually move more people into the ranks of the working poor (from formerly non-working poor
families) than it will lift people out. Thus, while most families will be far better off because of increased
earned income, on net, about one out of every five people would live in a family we consider to be working
poor. In addition, about half the non-working poor—about 5 percent of the total population—are unlikely to
be able to increase their hours worked because the adults in the family are either over 54 years old, under 25
years old, or disabled.

Finally, keep in mind that these simulations require all prime-age, able-bodied adults to work 2,000 hours per
year—a sizeable work effort. As such, the findings should be considered an upper bound. Furthermore, for
one-adult families with young children, it may be particularly difficult for the adult to work full-time and
full-year. It may also be unrealistic to assume that a secondary earner, especially in families with young
children, would be able to increase work effort.14  In addition, it is not clear whether the economy could
generate enough jobs to sustain this level of work effort. 

Summary and Implications
We find that one in six non-elderly Americans live in families with incomes below twice the federal poverty line
and in which all adults work, on average, at least 1,000 hours a year: these individuals comprise the working
poor. Almost two-thirds of the working poor live in families with children and at least two adults present. And,
on average, the primary earner in a working poor family works full-time, year round. However, because of



on average, the primary earner in a working poor family works full-time, year round. However, because of
differences in the work effort and presence of secondary workers, total family hours worked are lower for
working poor families than non-poor families. In addition, primary earners in non-poor families have much
higher average hourly wage rates than primary earners in working poor families: $16.67 v. $7.55 an hour.

Raising the minimum wage will lift the incomes of some of the working poor, but most will remain working
poor. Alternatively, if all prime-age, able-bodied adults were to work at least 2,000 hours a year, about
one-fifth of the working poor would rise above twice the poverty line. The non-working poor would also
increase their work effort, and over one-third would join the ranks of the working poor while one-sixth would
move above 200 percent of the poverty line.

Although there is legitimate disagreement about how to define the term "working poor," our analysis makes
clear that many people live in families in which the adults work at least half time but the family's income
remains low. Even if policies aimed at promoting work—such as child care and transportation
assistance—induce a large increase in work effort, a substantial number of people would still live in
low-income families. As such, programs that supplement earnings like the Earned Income Tax Credit are vital
to the well being of families that are working, playing by the rules, but just making ends meet.
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Data Appendix
The analyses rely on data from the 1997 National Survey of America's Families (NSAF), a nationally
representative survey of the non-institutionalized, civilian population under the age of 65. The NSAF has large
enough samples from 13 states to permit state-level analyses.15  The sample includes more than 145,000
people in over 44,000 households, with cross-sectional data about the social and economic well-being of
families. Since the NSAF over-samples low-income families, it is well suited for an analysis of the working
poor.16

The results in this paper are weighted to represent all persons under 65 years of age. Many of the indicators,
however, are measured at the family level. For example, family income is used to determine whether or not a
person is poor. We use a broader definition of family, as developed in the NSAF, than the legal definition of
family used in other surveys such as the Current Population Survey (CPS). A "legal family" includes people
within a household who are legally related to each other through blood, marriage, or adoption. The "social
family" definition we use includes members of a household who are part of a legal family as well as
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unmarried partners and all members of the extended family. The social family concept assumes that persons
with strong relationship ties will share resources within a household.

The NSAF does not designate a head of household. Since many of our indicators rely on identifying someone
in the family who is, or potentially could be, the primary earner, we developed two methods to identify a head
of household. In families where at least one adult works, the person with the highest total earnings in 1996 is
deemed the head of household and the primary earner. Total earnings include pay from all jobs plus any
self-employment income. In families that do not have any workers, we select the adult with the highest level
of education as the family head. We restrict our sample to non-elderly persons in families where the head of
household is between the ages of 18 and 64 and, for families with primary earners, where the primary
earner's main job is not self-employment (to eliminate the possibility of negative earnings from the sample).

The survey was conducted between February and November 1997. Income and employment information were
collected for the previous year, 1996.

While most of the variables in our analyses are straightforward, some require an explanation: 

Families with children: One-adult families with children include only families with at least one child under 18
years old and exactly one adult aged 18 years or older. We are careful not to refer to our one-adult families
with children as single-parent families. Single-parents can live in a family with more than one adult present.
Wage: Because the NSAF does not include a direct question about wage rates, we calculate wage rates from
three variables: annual earnings last year; number of hours worked per week last year; and, number of
weeks worked last year. In this case, last year refers to 1996. For each worker, we multiply the number of
hours by the number of weeks to derive an estimate of the number of hours worked in 1996. We then divide
annual earnings by the estimated total number of hours worked.17

At least two potential sources of error are introduced when computing wage rates from earnings and
estimated hours. The first source derives from reporting errors associated with earnings data in surveys.
Respondents may not know the exact amount of earnings from the previous year, especially when the
question is asked later in the following year or is asked about someone other than the respondent. The
second source results from the way the hours question is asked. The survey asks about the number of hours
usually worked during a week in the previous year. Hours calculations, then, will not include either increases
or decreases in usual work effort. Reported earnings, however, should reflect hour variations throughout the
year. For example, if a worker worked part-time for a few weeks during the year, we would overestimate the
number of hours worked and underestimate the wage rate (assuming the amount of reported earnings is
accurate). On the other hand, if a worker worked overtime during a few weeks, we would underestimate the
number of hours worked and overestimate the wage rate.

The question pattern in the NSAF survey introduces another potential source of error. For persons who work
for the same employer when the survey is asked as they did during the previous year, questions about usual
hours of work during the previous year are not asked. For these stable workers, the current usual hours of
work are used as a proxy for last year's usual hours. As a result, for workers who changed their hours of
work over the past year, we incorrectly assume that they worked at the same level last year as they currently
do.

Social assistance: All of the income sources described in Table 7 are measured at the family level.
Consequently, our figures show the share of individuals living in social families in which at least one individual
receives a particular benefit. For most social programs in most cases, the benefits paid accrue to all
individuals in the family. However, in the case of Medicaid in particular, it is important to note that not
everyone in the social family may have access to it. For example, consider a family in which only the children
are covered by Medicaid. In our calculations the adults in this family would count as persons in a family
receiving Medicaid benefits even though they themselves did not receive the benefit. 

Notes
1 This paper was prepared for and partially funded by the Urban Institute's Assessing the New Federalism
Project and Jobs for the Future. We would like to thank Harry Holzer, Pamela Loprest, Marc Miller, Alyssa
Wigton, and Sheila Zedlewski for their helpful comments. All errors are the responsibility of authors. Opinions
expressed herein are those of the authors and do not necessarily reflect the views of the Urban Institute or its
sponsors. Contact information: gacs@ui.urban.org, phone: (202)261-5522.

2 The 1997 NASF is a nationally representative survey of U.S. families. Unlike many other such data sets, it
contains large samples from 13 states, allowing for state-level analysis. The NSAF also over-samples families
with incomes below 200 percent of the poverty line. For a description of the NSAF survey and a discussion of
its reliability, see Brick et al. 1999. For more information about the NSAF, see the Appendix.

3 There is considerable debate about how well poverty is measured. Some argue that the official poverty line
is too low; others that it is too high. There is also debate over what should count as income. For more
information, see Ruggles (1990) and National Research Council (1995).

4 Anyone over the age of 18 is considered an adult.

5 These dollar values are based on the 1998 poverty thresholds.

6 The median benefit level for Medicaid is not reported because the cash value of the transfer is not available.

7 Prime-age, able-bodied adults are persons between the ages of 25 and 54 who do not report a physical,
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mental or health condition that limits the amount of work they can do.

8 We assume that families in which someone receives SSI continue to receive SSI. Also, food stamps are not
considered income, and they do not affect our simulations. However, food stamps are an important source of
support for low-income families.

9 Nine states and the District of Columbia had minimum wages that exceeded the federal minimum in 1996:
Alaska ($4.75), Delaware ($4.65), Hawaii ($5.25), Iowa ($4.65), Massachusetts ($4.75), New Jersey
($5.05), Oregon ($4.75), Vermont ($4.75), Washington ($4.90), District of Columbia ($5.25) (Council of
State Governments 1999).

10 We only increase the wages of earners who earned at least the minimum wage. Some of the workers in
our sample had calculated wage rates less than $4.25. We assume that these individuals are employed in a
job that is not covered by minimum wage legislation.

11 Card and Krueger (1995) argue the dis-employment effects of raising the minimum wage in this range are
likely to be quite small.

12 Our estimates are only an upper-bound "of sorts" since we do not measure the additional impact of the
EITC on increasing working family incomes.

13 In the hours simulations, we do not include any response of wages to the increased labor supply. In other
words, each worker retains her current wage.

14 In addition to the demands of parenting, workers may face other barriers to increased work effort. See
Loprest and Zedlewski (1999) for a description of some of the obstacles to work experienced by former
welfare recipients.

15 The thirteen states are: Alabama, California, Colorado, Florida, Massachusetts, Michigan, Minnesota,
Mississippi, New Jersey, New York, Texas, Washington, and Wisconsin.

16 Detailed information about the survey is available on the Urban Institute's Web site. For a description of
the NSAF survey and a discussion of its reliability, see Brick et al. (1999).

17 We topcode wages at $150 per hour.
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