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Executive Summary

In this study, we define working poor families as families in which annual income is
below the official poverty threshold and the family meets a work standard that is
dependent on family structure. The work required of single-parent families with children
under age 6 is 20 hours per week, while the work required of two-parent families is 35
hours per week. We have translated this into an annual work requirement of 1,820 hours
per year for two-parent families and 1,040 hours per year for single-parent families.
Thus, any family with at least this many hours of work during a calendar year is defined
as working.

Prior to federal welfare reform, in 1995 and 1996 about 4.5 million children lived in
working poor families. During the first two years of welfare reform, this number
increased—to 4.7 million in 1997 and 5.0 million in 1998. However, the number of
children in working poor families decreased to 4.7 million in both 1999 and 2000. The
number of children in poor families not meeting the work standard fell steadily over the
entire period, from 9.5 million in 1995 to 6.4 million in 2000. This pattern presumably
reflects the combined effects of a strong economy and federal welfare reform—both of
which encouraged and facilitated greater work effort by persons with relatively low
earning potential.

In Chapter 1 we list seven questions that would serve as the framework for this report.
We begin our discussion with a summary of our answers to those questions.

1. To what extent is being in a working family associated with a reduced
likelihood of poverty for a child?

Throughout the 1995-2000 period, being in a working family dramatically reduced the
likelihood of poverty for a child. Among children in working families only about 8-9
percent were poor. In contrast, among children in families not meeting the work standard
63 percent were poor in 1995-1997, with a substantial decline to 54 percent in 2000.
Nonetheless, even in 2000, children in families not meeting the work standard were
nearly 7 times as likely as children in working families to be poor.

Poverty rates for children varied substantially by family structure, race/ethnicity, and
parental education. Nonetheless, meeting the work standard was associated with a
substantial reduction in the risk of child poverty across all demographic and educational
groups.

2. How common is it for children in poor families to have working parents?

Even though living in a working family substantially reduces the likelihood of a child
being poor, many children live in poor families that meet the working standard. The
enactment of federal welfare reform appears to have substantially increased the
percentage of poor children who live in working families. In 2000, about 43 percent of
all poor children lived in families that met the working standard—a sharp increase from
1995 when 32 percent met the work standard, and a pattern which generally holds across
racial/ethnic groups.



3. How are working poor families different from poor families not meeting the
working standard?

Compared with children in poor families not meeting the work standard in 2000, children
in working poor families are:

more likely to live with two parents,

about as likely have a parent who has completed 12 years of education,’
e less likely to be receiving AFDC/TANF or Food Stamps,

e about as likely to be covered by health insurance (an important change since 1995
when the working poor were less likely to be covered),

e more likely to live in a family that owns a home (married-couple families only),? and
e more likely to be in paid child care.

Among children in both working poor families and poor families not meeting the work
standard and whose parents paid for child care, child care expenses consumed a much
large share of family income than among children in more affluent families.

4. How are working poor families different from working, near-poor and more
affluent families?

Compared with children in two categories of more prosperous working families in 2000,
children in working poor families are:

e less likely to live with two parents,

e less likely to have a parent who has completed 12 years of education,

e less likely to have a parent who earns more than $10.00 per hour,

e more likely to be receiving AFDC/TANF or Food Stamps,

e less likely to be covered by health insurance (married-couple families only),
e less likely to live in a family that owns a house, and

e less likely to be in paid child care.

Moreover, among children in working poor families with paid child care, child care
expenses consumed a much large share of family income than among children in more
affluent working families. For example, for single-parent, working poor families with
paid child care, nearly two-thirds paid 40 percent or more of their income for child care,
and 41 percent paid at least half.

' This is a change from 1995 when single mothers in working poor families were more likely to have completed 12
years of education.

? This pattern is the opposite of 1995 when single-mother working poor families were more likely to own their own
homes but married-couple working poor families were not.



5. How common are movements into and out of working poverty?

Over time, according to analysis of the Survey of Income and Program Participation
(SIPP) there is a rough balance between the number of children entering and leaving
poverty each year. (For example, between 1996 and 1997 2.6 million children left
poverty and 2.3 million children entered it. This is roughly 20 percent of the total
children in poverty at this time.) However, during the 1990-1991 recession, the number
of children entering poverty was significantly higher than the number of children leaving
poverty; in contrast, during the 1993-94 and 1996-1997 periods of substantial economic
growth, the number of children leaving poverty was significantly higher than the number
entering poverty.

Consistently over the entire period, increasing parental work effort to meet or exceed the
working standard is a much better strategy for moving children out of poverty than not
meeting the working standard in either year. However, in every year tabulated, this
strategy was successful at removing the child from poverty only about half the time. For
the other half, increasing work effort led the family into the ranks of the working poor.

Conversely, meeting the working standard for two consecutive years is a good strategy
for avoiding moving into poverty. For nonpoor children whose parents met the working
standard in both 1996 and 1997, the likelihood of moving into poverty was only 3
percent. This is significantly lower than the likelihood for (a) those nonpoor children
whose parents met the working standard in the second year only (10 percent), and (b)
those nonpoor children whose parents failed to meet the working standard in either year
(21 percent).

These two findings generally hold regardless of whether the child is in a married-couple
family or a single-mother family. In fact, there was no significant difference by family
structure in the likelihood of poor children leaving poverty as a consequence of their
parent(s) meeting the working standard in 1997, given that they did not meet the working
standard in 1996. Moreover, with only a few exceptions, nonpoor children in single-
mother families were not significantly more likely than nonpoor children in married-
couple families to enter poverty in the following years, regardless of the work behavior
of their parent(s).

Similarly, the pattern of association between parental work behavior and the likelihood of
a child exiting or entering poverty held regardless of the educational attainment of the
better educated parent. However, there were indications that parental education may play
a key role in the likelihood of a child exiting or entering poverty, after controlling for the
dynamics of parental work behavior. Higher levels of education appear to be associated
with a better chance of escaping poverty and a better chance of avoiding poverty.
However, these relationships were not consistently statistically significant.



6. What were the changes in work behavior and economic resources of children in
TANF families, children in poor families not meeting the work standard,
children in working poor families, children in working, near-poor families, and
more affluent working families?

For families that received AFDC/TANF in 1996 and the overlapping group of poor
families not meeting the work standard, parents generally increased their work effort
between 1996 and 1997—typically both hours worked per week and weeks worked per
year. To a somewhat lesser extent, this was also true of parents in working poor families.
There was little substantial change in work for working families above the poverty line.

Family income rose significantly for children in families receiving TANF in 1996,
families that were poor and did not meet the work standard in 1996, families that were
poor and did meet the work standard in 1996, and working families with incomes
between 100 percent and 200 percent of the poverty threshold in 1996. They did not
change significantly for more affluent working families.

Food Stamp receipt and health insurance coverage fell between 1996 and 1997 for
families that received AFDC/TANF in 1996 and also both categories of families that
were poor in 1996. Food stamp but not health insurance coverage fell for working
families with incomes between 100 percent and 200 percent of the poverty threshold.
Health insurance coverage for the more affluent working families was nearly universal
and did not change year-to-year, while Food Stamp receipt was virtually non-existent
among these families in both years.

7. How sensitive are our findings to the definition of poverty?

We have defined poverty differently and tested the sensitivity of our analysis of children
in working poor families to using an alternative definition instead of the official poverty
definition. More specifically, we have defined economic resources to include not just
pre-tax money income but also the value of Food Stamps and other non-cash benefits and
any refundable earned income tax credit received by the family. We have also excluded
from economic resources any positive federal payroll or income tax liability and child
care expenses. However, we have continued to use the poverty thresholds of the official
poverty definition.

Using this definition results in 18 percent of children being classified as poor in 1996 and
14 percent in 2000. These percentages are slightly lower than the percentage classified
as poor using the official definition (20 percent in 1995 and 15 percent in 2000).
Moreover, the 1993-1994 decline in the alternative poverty rate is statistically significant.

However, use of the alternative poverty definition has little effect on the share of poor
children living in working families. Moreover, findings comparing working poor
families with other poor families and other working families (e.g., differences in parental
education, receipt of public assistance, health insurance coverage, etc.) are essentially
unchanged.



8. Compared with children in other families, how are children in working poor
families developing? Similarly, how are children in families leaving welfare
developing compared with families staying on welfare?

According to the limited number of variables directly measuring how well a child is
developing, children in working poor families and children in poor families that do not
meet the work standard appear to fare worse than children in more affluent working
families across all three domains—health, cognitive development, and behavior. They
also are less likely than children in poor families to be identified as gifted and are more
likely to be overweight.

In the area of home environment, children in working poor families also seem to be at a
disadvantage compared to at least one other group on the following measures: meals
with father, parental involvement, parental aggravation, and father’s educational
expectations for his child.

Finally, in the area of interaction with the community, children in working poor families
were less active in extracurricular activities than more affluent children and less likely to
attend kindergarten, private school, or religious school, while their parents were less

likely to hold positive views of their community and more likely to hold negative views.

We found no difference between TANF leaver and stayer families in variables measuring
how well a child is developing.

However, there is a mixed picture in the area of home environment. For meals with
mother, father involvement, and father’s educational expectations for his child, children
in leaver families appear to be at an advantage compared with children in stayer families.
On the other hand, appear to be at a slight disadvantage according to the parental
aggravation index.

Finally, there are only a few differences between TANF leaver and stayer families for
variable measuring interaction with the community. Parents in leaver families were less
likely than parents in stayer families to hold negative attitudes towards the community
and were less likely to attend religious schools. They were also more likely to receive
child care services during the first three months of life.



Chapter 1. Introduction

In 2000, 11.6 million of all children (about 16 percent) in the U.S. lived in families below
the official poverty threshold, which was around $17,500 for a family of four. For black
children the poverty rate was 31 percent, for Hispanic children the rate was 28 percent,
while, for white non-Hispanic children, the rate was 9 percent (Dalaker, 2001). Child
poverty rates also varied substantially by family structure. In 2000, only 8 percent of
children in married-couple families were poor, while 40 percent of all children in single-
mother families were poor (U.S. Census Bureau, 2001a).

All of these percentages have declined sharply between 1996 and 2000. For example, in
1996 (prior to federal welfare reform), over 20 percent of all children lived in poor
families and 40 percent of all black and Hispanic children lived below the poverty
threshold (Dalaker, 2001).

Although 11.1 million children lived in families® below the poverty line in 2000, only 6.0
million (about 54 percent) received some form of means-tested cash transfer payment
such as Temporary Assistance to Needy Families (TANF) (U.S. Census Bureau, 2001b).
This implies that 5.1 million children were living in poor families which were not
receiving payments from means-tested cash transfer programs.

Welfare reform and work

Welfare reform placed a much heavier emphasis on work. Under the terms of the
Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA)
(Greenberg & Savner, 1996), states must:

e Require a parent receiving assistance under the Temporary Assistance to Needy
Families (TANF) program to work once the State determines the parent or caretaker
is ready to engage in work, or once the parent has received assistance under the
program for 24 months, whichever is earlier;

e Require a parent receiving assistance and not exempt from work requirements to
participate in community service if not employed; and

e Meet an all-families and a two-parent-family work participation rate requirement,
there being a fiscal penalty for failing to meet the requirement. The work required of
single-parent families with children under age 6 is 20 hours per week, while the work
required of two-parent families is 35 hours per week".

“Increasing employment and earnings of needy families . . . [and] decreasing . . . child
poverty” are two explicit objectives of the Personal Responsibility and Work Opportunity
Reconciliation Act of 1996 (PRWORA).” However, imposing a stringent work

? In order to maximize the coverage of children considered in this report, statistics on children in families calculated by
the authors include children in unrelated subfamilies, and children who are primary and secondary individuals. This is
broader than the Census Bureau’s definition of “related children” which excludes these children.

# Unless the two-parent family receives federally funded child care, in which case the work required is 55 hours per
week.

5 U.S. Congress, Personal Responsibility and Work Opportunity Reconciliation Act of 1996, Sec. 411.



requirement does not guarantee that a family will escape poverty. In 2000, nearly 1
million householders living in families with related children had earnings below the
official poverty threshold for a family of four, even though the householder worked full-
time, full-year (U.S. Census Bureau, 2001c).

Overview of the study

As we found in our earlier report, a substantial number of children continued to remain
poor in spite of considerable work effort by their parents during this new welfare reform
era (Wertheimer, 1999). In this study, we continue our exploration of the relationship
between the poverty rates of children and the work behavior of their parent(s), thus,
updating and extending the research we originally undertook as welfare reform was
getting underway. By doing so, we can continue to learn about both the prospects and
limitations for reducing poverty among children by increasing the work effort of parents.

Parental work effort

One way of exploring this relationship is to compare the poverty rates of children whose
parent(s) make a substantial work effort with those whose parent do not make a
substantial work effort. For children living in married-couple families, we previously
found a very strong relationship between parental work and poverty because even low-
wage parents can escape poverty if they work enough hours.® In contrast, for children
living in single-parent families, even a full-time, full-year work effort may not be enough
to allow children to escape poverty if the parent is able to secure only low-wage
employment. To explore the magnitude of this problem, we calculate the percentage of
poor children living in families where the parent(s) makes a substantial work effort over
the period 1995-2000.

Earnings

Because increased work effort alone may not be enough to allow children to escape
poverty (especially in single-parent families), we, as before, also explore the relationship
between the poverty rate of children and the earnings capacity of the higher-earning
parent in their family. Clearly, increased work effort will be far more effective at
reducing child poverty if the parent’s wage rate exceeds the legal minimum. Since the
parental wage rate is likely to be related to that parent’s educational attainment, we also
explore the relationship between the child poverty rate and parental education for those
children whose parent(s) already make a substantial work effort.

Defining poverty

The discussion so far has implicitly assumed that the official poverty threshold was an
appropriate measure of a minimally acceptable level of well-being for children.
However, the official poverty threshold fails to take into account several key factors

® Since September 1, 1997, full-time, full-year earnings (3,640 hours per year) for two people earning the minimum
wage ($5.15 per hour) has been $18,746. The poverty line for a family with two adults and two children was $17,463
in 2000.



influencing the well-being of children. Two of the most important of these factors are
work-related expenses (especially child-care expenses) and health insurance coverage.

Child care expenses. If single parents of young children living in poor families are not
working at all or working relatively little, the availability and cost of adequate child care
may not be an important issue. Similarly if a married-couple family with children
includes only one worker, child-care expenses may not be an important issue. However,
if these parents are required to increase their work effort substantially, they are likely to
have to make some kind of arrangement for the care of their children. If relatives are
available and willing to care for the children, this may not impose a financial burden on
the family. However, if paid child care is required, the family faces an extra, mandatory
expense that would not have been necessary if their work effort had not increased.” To
explore this issue, we calculate the percentage of children in poor families whose
working parents pay for child care and the ratio of those expenses to family income.

Health insurance. Historically, children whose families received public assistance were
also eligible for health insurance from the Medicaid program. However, children in poor
families whose parent rely primarily on earnings rather than assistance were not
necessarily covered by either Medicaid or by health insurance provided by an employer.
Recently, though, eligibility for Medicaid has been broadened, and states are beginning
to offer their own health insurance programs with federal assistance from the State Child
Health Insurance Program (SCHIP). To explore the consequences of these changes, we
contrast the percentage of children covered by health insurance in working poor families
with the coverage rate of children in poor families not making a substantial work effort
and other more prosperous working families over time.

External circumstances

Another assumption implicit in the discussion above is that the level of work effort of the
parents is under their own control. In a rapidly growing economy with a low rate of
unemployment, it is relatively easy for a person with little education and few skills to
obtain employment—at least at a low wage job. However, in a slowly growing economy
or in an economy in recession, it may be much more difficult to find and keep a job and
to work as many hours as the employee wishes. In our previous study we examined the
relationship between work and poverty over the period 1987 through 1994, which
includes a mild recession. While an extension of this study to incorporate the recent
recession would be a useful addition to our state of knowledge, the current study is
focused on a period (1995-2000) in which the economy was constantly expanding, and,
thus, is not helpful in exploring this particular issue.

7 Other work-related expenses include payroll and income taxes on earnings and commuting expenses.



Key questions addressed in this report

1. To what extent was being in a working family associated with a reduced likelihood
of poverty for a child during the late 1990s into 2000?

Welfare benefits have been set in all states at levels below the poverty threshold. In
2000, the annual maximum TANF benefit for a one-parent family of three persons in the
median state was $5,052 per year, which was only 36 percent of the poverty line. If Food
Stamp benefits are added, the combined benefits in the median state were $9,072 per
year, which was 65 percent of the poverty threshold (U.S. House of Representatives,
2000). Even in the most generous state (Alaska), combined TANF and Food Stamp
benefits were only 116 percent of the official poverty threshold (Food Stamps aren’t
included as apart of income when determining if a family is poor).® Consequently, nearly
all families who rely solely on TANF and Food Stamps alone are poor—even if Food
Stamp benefits are counted as part of income.

Working can dramatically increase the likelihood that a family escapes poverty. For
example, a single parent with three children who was paid $8.50 per hour in 2000 for a
40 hour week, 52 weeks per year, would have earned $17,680 per year, which exceeded
the 2000 poverty threshold for a family of four, which was $17,524.

Our previous study established a strong connection between increased work, even at low
wages, and a reduced risk of poverty. To update this analysis, we estimate the difference
in the poverty rate for children in working families versus children in non-working
families and how that difference varies depending upon family structure, parental
education, and other key variables over the period 1995-2000. This update is important
because the post-welfare reform influx of persons previously on welfare into the labor
force could have changed the composition of working poor families.

2. How common was it for children in poor families to have working parents during
the 1995-2000 period?

Although working may reduce the likelihood of poverty, as we have seen in our previous
study, working is no guarantee of escaping poverty. We will estimate over the 1995-
2000 period the percentage of children in poor families where the parents make a
substantial work effort and how that percentage varies depending on family structure,
parental education, and other key variables.

3. How were working poor families different from poor families not meeting the
working standard during the years 1995-2000?

Our previous study found that working poor families enjoyed some advantages (e.g.,
parental education) but also some disadvantages (e.g., health insurance coverage) when
compared with poor families not meeting the work standard. We update our estimates of
differences between working poor families and poor families not meeting the working

8 However, the official poverty threshold does not take into account differences in the cost of living. The
relatively high TANF and Food Stamp benefits in Alaska reflect the judgment of the state and federal governments,
respectively, that the cost of living in Alaska is exceptionally high compared with other states.
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standard across a variety of dimensions including family structure, parental education,
health insurance coverage and home and car ownership.

4. How were working poor families different from working, near-poor and more
affluent families in the years 1995-2000?

Since the ultimate goal of welfare reform is to increase the likelihood of families
escaping poverty through work, we also look at the differences between working poor
families and working families that are near-poor (with incomes between 100 percent and
200 percent of the poverty threshold) and more affluent families (with incomes at least
200 percent of the poverty threshold). We estimate differences between working poor
families and these better-off working families across a variety of dimensions including
family structure, parental education, and average hourly wage.

Questions 1 through 4 are addressed in Chapter 4 of the report.

5. How common were movements into and out of working poverty during the 1990s?

Examining the movements of children into and out of poverty is important for at least
two reasons. First, long-term poverty has been shown to have more negative effects on
child development than a brief exposure to poverty (Duncan & Brooks-Gunn, 1997).
Second, looking at movements into and out of working poverty focuses attention on the
fact that moving into the labor force or moving out of poverty is not a one-way street.

6. What were the changes in work behavior and economic resources of children in
TANF families, children in poor families not meeting the work standard, children in
working poor families, children in working, near-poor families, and more affluent
working families between 1996 and 1997?

The answer to this question will indicate whether changes in work behavior of parents
and economic resources accompanied federal welfare reform.

Questions 5 and 6 are addressed in Chapter 5.

7. How sensitive are our findings to the definition of poverty?

Examining the sensitivity of our results to the definition of poverty is important because
the official definition of poverty has some serious limitations for a study focused on the
working poor. First, the official definition of poverty includes in a family’s economic
resources only money income before taxes. Thus, the official definition excludes non-
cash transfers such as Food Stamps and the refundable portion of the Earned Income Tax
Credit (EITC). Second, the official definition of poverty does not deduct from a family’s
economic resources work-related expenses such as payroll and income taxes and child-
care expenses.

Low-income families relying primarily on public assistance are more likely than other
families with children to be receiving non-cash transfers. They are also less likely to
have significant work-related expenses since their earnings and hours of work are either
limited or zero. In contrast, low-income families relying primarily on earnings are less
likely to be receiving non-cash transfers and more likely to be paying payroll taxes and
other work-related expenses such as child care and commuting costs. On the other hand,
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low-income families relying primarily on earnings are more likely to qualify for the
EITC, which has been made increasingly generous over the past ten years. Thus, they
may receive a refundable tax credit from the federal government which, in recent years,
may be a significant source of income not counted by the official definition of poverty.

In short, there are federal tax and transfer programs that are a significant economic
resource to low-income families and that affect families relying primarily on public
assistance quite differently than they affect families relying primarily on earnings. Yet,
the official definition of poverty fails to take these programs into account.

The analysis in Chapter 6 explores how the findings of the study are affected by taking
some of the most important of these programs into account.

8. Compared with children in other families, how were children in working poor
Jamilies developing shortly after welfare reform was implemented? Similarly, how are
children in families leaving welfare developing compared with families staying on
welfare?

The 1996 Survey of Income and Program Participation (SIPP) contains (1) variables that
measure how well a child is developing and (2) variables that have been shown to be
associated with how well a child is likely to develop. The first section of this chapter
uses these measures to contrast how well children in working poor families are
developing compared with (1) children in poor families not meeting the work standard,
(2) children in working families with incomes between 100 percent and 200 percent of
the poverty line, and (3) children in more affluent working families (over 200 percent of
the poverty line). This analysis, included in Chapter 7, permits us to assess whether
children in working poor families are likely to develop differently from other children.

The second section of Chapter 7 performs an analogous set of comparisons for children
in families who left welfare between 1996 and 1997 compared with children in families
who stayed on welfare both years.

Previous Studies

We provide a thorough review of the literature in a companion paper (Croan, Hatcher,
Long, & Wertheimer, 2002). Here we provide the conclusion of that review.

While the research literature on the working poor has substantially advanced in many
areas over the past few years, serious definitional problems remain surrounding both
poverty and work. While the official poverty threshold and its associated
measurements of resources have been justifiably challenged, the federal government
has not changed its definition of poverty, although it has produced statistics using
many alternative poverty definitions. This profusion of measures continues to hinder
both comparisons across studies and the development of indicators measures
consistently over time. Definitions of work range just as widely as definitions of
poverty. This matters because some definitions have set the work standard so low as
to include nearly everyone who works at all, while some definitions exclude people
(especially single mothers) who are making a substantial work effort even though
they are not working full-time, full-year. The Child Trends definition picks a middle
ground that is tied to the expectations of policy-makers at the time that federal
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welfare reform was originally enacted and, thus, provides a standard with policy
significance.

On the other hand, there has been substantial progress in identifying the reasons why
the working poor remain poor. Adults in working poor families generally have low
wage rates and often do not work full-time and year-round, although they often would
prefer to do so. The working poor are also less well-educated than more prosperous
adults and tend to work in lower-skill occupations. Finally, the working poor are less
likely to be married and, thus, less able to pool two earnings streams.

There is substantial movement into and out of poverty. These movements are
associated not just with changes in eligibility for government programs but also with
changes in personal circumstances, such as divorce or a job change.

Both poverty and work behavior are strongly influenced by the strengths of the
economy, although low-wage workers seemed to benefit less from the economic
boom of the 1990s than higher-wage workers.

The earned income tax credit has become the program most successful at moving
working families out of poverty. The effect of welfare reform is much less clear. It
has been noted that the apparent success of welfare reform may be reliant on the
expanding economy which accompanied it and might not be sustained—or even
reversed—in a less favorable economic climate. Food stamps have the potential to
help working poor families, but welfare reform appears to have led to a decline in
already low participation rates.

The effect of all of the changes accompanying welfare reform on families and
children is not clear. While working poor families and their children generally are
somewhat better off than poor families not making a substantial work effort (e.g.,
somewhat better educated, more likely to have two potential earners), they are also
less likely to be covered by health insurance or to be benefiting from food stamps.
They also are at a substantial disadvantage compared with more prosperous working
families. In addition to being less educated, they are less likely to have their children
in formal child care arrangements and pay a larger share of their incomes for child
care services.

There is relatively little information on how welfare reform may have affected
children in working poor families. Welfare-to-work experiments find mixed effects
on children with some apparent benefits to younger children and some adverse effects
on teenagers.” More recent data find no substantial difference in child well-being
measures between welfare leavers (many of whom are still poor) and children in
families currently on welfare. However, these data include neither the many working
poor families who have not left welfare nor the working poor families who have
never been on welfare.

® These findings are discussed in more detail in Chapter 8.
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Finally, there is a need for studies focused on the effects of the recent economic
slowdown. It is still not clear that the reformed welfare system as it currently is
structured can handle the strains that would be caused by a serious recession.

In short, the biggest remaining gaps in the literature are a lack of measures defined
consistently and available over time, the relatively little research focused on the well-
being of all working poor children, and the lack of studies focused on welfare reform
in a period of economic slowdown.
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Chapter 2. Defining working poor families

In defining the working poor there are two key issues:
e How to measure poverty; and
e How to measure work.

In a recent review of the literature (Croan et al., 2002), we explored these issues in depth,
and, therefore, we will only briefly summarize our findings here.

Measuring poverty

As described in detail in our review, most of the studies focused on the measurement of
poverty have taken as a point of departure the landmark study carried out by the National
Research Council (Citro & Michael, 1995). This study explored many weaknesses of the
official definition of poverty and pointed out that the current definition does not reflect:

e increases in the standard of living since the measure was first developed in 1963,

e government policies that alter an individuals’ or families’ pretax money income (e.g.,
payroll taxes, in-kind benefit programs, and refundable tax credits),

e increases in medical care costs and benefits,
e geographic variations in price,

e changes in the composition of families and households (e.g., larger expenditures on
child support, increasing number of households cohabiting or headed by someone 65
or over), and

e changes in work patterns (e.g., child care expenses, transportation expenses).

To address these weaknesses, the NRC Panel made a number of recommendations for
revision and proposed a new definition of poverty that would identify the current poor
population more accurately. These changes focused on three main areas: the poverty
thresholds, the measurement of resources, and data sources.

Since the publication of the NRC report, additional research has been undertaken to
operationalize the Panel’s recommendations and propose conceptual or methodological
amendments. These studies generally find that although certain manipulations to the
poverty measure have the effect of either increasing or decreasing the poverty rate, the
trends in poverty rates based on the NRC measures, are similar to the trends produced
using the official poverty measure (Croan et al., 2002). The official definition of poverty
has been used in Chapters 1-5 and Chapter 7.

To explore the possibility that our findings may be sensitive to the definition of poverty,
we have devoted Chapter 6 to an alternative definition of poverty that takes into account
the fact that families with working parents are subject to payroll taxes and possibly
federal income taxes that parents not meeting the work standard are more likely to escape
and are more likely than parents not meeting the work standard to have child-care
expenses. This alternative measure also takes into account the dollar value of Food
Stamp benefits (a non-cash benefit that is a very close substitute for cash), the Earned
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Income Tax Credit (EITC), which in recent years has been shown to be an important tool
for increasing the income of working families. Finally, we have included in our measure
of economic resources the monetary value of several other non-cash transfer programs,
including school lunches, low-income energy assistance, and housing assistance.

Because our study is focused on children, and nearly all children are raised in families,
we measure poverty on a family basis—just as does the official poverty definition and
most of the alternatives that have been proposed.

Measuring work

In addition to conceptual differences in measuring poverty, there have also been
substantial differences in the thresholds used in measuring both work and poverty. The
original Child Trends study (Wertheimer, 1999) employed a definition of work based on
work requirements built into federal welfare reform legislation. This definition differed
from most of those in other studies at the time by being based on the work effort of both
parents in the family rather than on the work effort of a single person. The threshold was
set at 1,820 hours per year for married-couple families and 1,040 hours per year for
single-parent families.

The definition of work in other studies (many based on the work effort of a single adult)
has varied dramatically. On the liberal side, studies have identified a person as working
if they worked at any time during the past year. On the more stringent side, studies have
counted individuals as working only if they worked full-time (at least 35 hours per week)
all year (at least 50 weeks per year). Other definitions of working have included
devoting 27 weeks or more during the past year to working or looking for work, and
working at least 27 weeks in the previous year, usually for at least 20 hours per week.
Details and citations are provided in our literature review (Croan et al., 2002).

Since poverty is defined based on annual income, we are measuring work effort as total
hours worked per year. Because our study is focused on children, it is desirable that we
use a family-based definition of work effort. Consequently, for two-parent families, we
add together the hours worked per year by both parents.

Setting the threshold for counting the family as a working family is a normative decision
(which may account for the wide range of definitions in the literature). Since the
working poor have become an object of increasing attention due primarily to welfare
reform and its focus on encouraging increased work effort, we continue to base our
definition on the work requirement imposed upon states by PRWORA in 1996. The
work required of single-parent families with children under age 6 is 20 hours per week,
while the work required of two-parent families is 35 hours per week. We have translated
this into an annual work requirement of 1,820 hours per year for two-parent families and
1,040 hours per year for single-parent families. Thus, any family with at least this many
hours of work during a calendar year is defined as working.

This definition, thus, has the advantage of being based on the view of the Congress and
President as to what constitutes a reasonable work effort and is also consistent with
consensus view of the panel of experts convened by the Foundation for Child
Development.
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Chapter 3. Data and Methods™

Data: Survey of Income and Program Participation and the Current
Population Survey

We have chosen the 1996 panel of the Survey of Income and Program Participation
(SIPP) as one primary data source for this study. SIPP has limited longitudinal data,
which allows us to examine the dynamics of working poverty and also includes detailed
information on child care and factors influencing the well-being of children. However,
SIPP is several years out of date.

In an effort to provide more current information, we have also used the March Current
Population Survey (CPS) for March 1996 through March 2001. This chapter describes
some of the key features, the strengths, and the limitations of both SIPP and the CPS.

Both SIPP and the CPS are designed to produce estimates that are representative of the
entire U.S. population. In an attempt to get more accurate estimates of both income and
participation in government programs, members of each SIPP panel are interviewed once
every four months for at least one year and, for most SIPP panels, for at least two
calendar years. At each interview, highly detailed information about employment,
income, and program participation is gathered for each of the four preceding months for
each member of the household unit. These monthly longitudinal data are supplemented
with data collected once or twice per panel on specific topics including child care, asset
ownership, and factors measuring or relating to child well-being.

In contrast, the CPS, in its March supplement, collects data on income by source and
annual weeks of employment for the preceding calendar year, and collects both
demographic information and current employment information for the week of the
survey. Hence, information on family composition and data on work and employment
focus on different time periods. Moreover, the CPS requires respondents to recall
information from a more distant past.

SIPP’s greatest strength is its intensive effort to obtain detailed income and employment
data on a monthly basis from successive interviews four months apart. This should
increase the likelihood of comprehensive and accurate recall of this critical information.

On the other hand, the sample size of SIPP is smaller than the sample of the CPS. This
leads to larger standard errors than those obtained from the CPS. In addition, the
longitudinal design of SIPP makes it vulnerable to attrition bias. Members of the sample
are lost with each successive wave of interviews, and there is evidence that the sample
members lost may differ in systematic ways from the sample members who are retained
(Huggins & Winters, 1995). More specifically, the retained sample members have higher
incomes in their first interview than the sample members who are not interviewed in
subsequent waves.

Certain design features of SIPP make explicit measurement problems which are only
implicit in an essentially cross-section survey such as the CPS. For example, because

1 This chapter is an updated version of a chapter originally appearing in our earlier study (Wertheimer, 1999)

17



members of each household are interviewed three times per year, it is possible to learn
about changes in family composition that occur over the course of a year, which is
impossible to detect in the CPS. For example, if a husband and wife divorce during the
course of a year, one family can split into two families.

Because families and households are not necessarily stable over time, SIPP is organized
around persons and, unlike the CPS, is not organized in a hierarchical structure with
household, family, and person records. Connections with other members of the family
and household are maintained by a set of cross-references that are free to change from
one interview to the next. Information collected at the family level (e.g., family income)
is, nevertheless, recorded as a person-level variable.

Like families, persons can also appear and disappear. A baby born in February 1996 is
not present during the first set of interviews for the 1996 SIPP panel but is present
subsequently. Persons who are present for the first interview can disappear at any time
during the period covered by the SIPP interviews either because they have died, moved,
or because interviewers have been unable to obtain information about them in subsequent
interviews.

Finally, even though persons are interviewed every four months, for many questions, the
interviewees are asked for monthly data. Thus, detailed income and employment data are
recorded on a monthly basis for all 12 months in a calendar year.

We discuss next how we handled these complexities.

Methods

We have designed our analysis to address the issues raised in Chapter 1. Thus, the cross-
tabulations of SIPP and the CPS presented in this report consist of the percentages of
various segments of the population with specific combinations of characteristics, e.g.,
among children living in families below the poverty line, the percentage whose parent(s)
meet the TANF work standard, by family structure.

Because the primary focus of this study is on children, the basic unit of analysis of the
study is the child rather than the family. This approach is also consistent with SIPP’s
organization around persons rather than families. Thus, rather than tabulate the number
of working poor families, we tabulate the number of children living in working poor
families.

For our SIPP analysis, the persons included in our sample universe are those who were
living as of the first month of interviews in 1996 and for whom there is complete
information for an entire 12-month period. We use a corresponding sample weight
constructed by the Census Bureau for the purpose of making the sample representative of
the U.S. population for that year. We classify a person as a child if they were less than
18 years old as of the first month of the 12-month period.

For each year’s CPS analysis, the children included in our sample universe are those who
are at least one year old and less than 19 years old as of the survey date (March). This is
a close approximation to those who were ages zero to 18 in the previous year—the year
for which the income and employment data were collected.
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As stated earlier, information on annual family income (which is required for determining
if a family is above or below the poverty threshold) is reported directly in the CPS.
Poverty status is calculated by comparing annual family income with the poverty
threshold for the family as structured at the time of the March interview and taking into
account family size.

With SIPP calculating family income and poverty status is more complex. To calculate
family income for a child using SIPP, we add up the child’s family income for all 12
calendar months, regardless of changes in family structure. For example, if a child’s
mother and father separated and formed separate households at the end of June and the
child resided with the mother only thereafter, only the income of the mother and other
members of that newly defined family would be included for July through December.
However, income of both parents would be counted for January through June.

To calculate the poverty status of the child, we compare the annual family income with
the average poverty threshold over the course the year. This calculation takes into
account any changes in the threshold associated with changes in the size of the family
over the course of the year.

Using a technique suggested by the Bureau of the Census, we have estimated standard
errors for all tabulated statistics. The Census technique takes into account the fact that
both SIPP and the CPS use a clustered sample design that produces less variation across
observations than a purely random sample would have produced. Thus, the estimates of
the standard errors produced by this technique are higher than would have been produced
had we used an estimation procedure that assumed a purely random sample.

These standard errors can be used to test the statistical significance of differences in
percentages between two groups. For example, we can determine if the difference
between the poverty rate of children in single-mother and two-parent working families is
statistically significant. Generally, whenever we draw attention to a difference in
percentages in our discussion, the difference is statistically significant at the .05 level or
better.
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Chapter 4. Results for 1995-2000 using the Current Population
Survey (CPS)

The Current Population Survey (CPS) provides the most up-to-date data set for tracking
children in working poor families, children in poor families not meeting the work
standard, children in working families with incomes between 100 percent and 200
percent of the poverty line, and children in working families with incomes above 200
percent of the poverty line. With the CPS, we have created continuous time series for
these groups for the period 1995-2000, which encompasses the period in which federal
welfare reform was implemented.

However, the CPS has several drawbacks when compared with the Survey of Income and
Program Participation (SIPP). Because of the greater attention paid to collecting income
information in SIPP and the fact that annual income is measured month by month and
collected every four months, income is better reported in SIPP than in the CPS.
Consequently, the poverty rate as estimated by SIPP is lower than the poverty rate
estimated by the CPS.

Similarly, information on employment is collected in far greater detail in SIPP than in the
CPS, and data are collected on a monthly basis based on interviews conducted every four
months. Consequently, the employment information in SIPP is probably more accurate
than the employment data collected in the CPS.

Finally, the CPS collects no data on use of child care services and their cost—the most
important component of work-related expenses. We have dealt with this problem by
using statistical relationships estimated using data from SIPP to impute use of paid child
care and child care costs for each CPS family. In addition, the Census Bureau has
imputed family-level estimates of the value of housing subsidies, school lunch, energy
assistance, federal income and payroll taxes, and receipt of Earned Income Tax Credit
(EITC) refundable credits.

In short, each survey has different strengths, and results in this report based on the CPS
are not entirely comparable with similar analyses carried out elsewhere in this report
using data from SIPP.

How many children live in working poor families?

Prior to federal welfare reform, in 1995 and 1996 about 4.5 million children lived in
working poor families. During the first two years of welfare reform, this number
increased—to 4.7 million in 1997 and 5.0 million in 1998. However, the number of
children in working poor families decreased to 4.7 million in both 1999 and 2000. The
number of children in poor families not meeting the work standard fell steadily over the
entire period from 9.5 million in 1995 to 6.4 million in 2000.

This pattern presumably reflects the combined effects of a strong economy and federal
welfare reform—both of which encouraged and facilitated greater work effort by persons
with relatively low earning potential. As some families escaped the ranks of the working
poor through either increased work effort or higher wages, they were replaced by other
families who increased their work effort enough to meet the work standard but did not
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earn enough to escape poverty. The dynamics of this process in the critical 1996-1997
period are explored elsewhere in this report using data from the Survey of Income and
Program Participation.

To what extent does being in a working family reduce the likelihood of
poverty for a child?

As shown in Figure 4.1, according to data from successive Current Population Surveys,
the percentage of children in families whose incomes were below the official poverty

70%

Figure 4.1 Among all children, percentage living in poor families: all families, families
meeting the work standard, and families not meeting the work standard, 1995-2000
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threshold has declined from about 20 percent in 1995 and 1996 to 15 percent in 2000."
During this same period, among children living in families meeting the working
threshold, the percentage who were poor remained relatively constant in the range of 8-9
percent. In contrast, among children in families not meeting the working threshold, about
62 percent were poor in 1995-1997 with a substantial decline thereafter to 54 percent in

2000.

' As noted earlier, unlike the Census Bureau, we include in this calculation children in subfamilies and primary and
secondary individuals who are less than 18 years old.
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Thus, between 1995 and 1997, children living in families not meeting the working
threshold were 7.6 times as likely to be poor as children living in working families.
However, by 2000, this ratio dropped to 6.9—still a very large difference.

Differences by family structure

Working also reduces the likelihood of poverty when children in married-couple families
are considered separately from those in single-mother families. Between 1996 and 2000,
among children living in married-couple families that met the work standard, only about

Table 4.1. Number of children (thousands) living in poor families and as a
percentage of all children by family structure and whether hours worked
by parents met the work standard, 1995-2000
1995 1996 1997 1998 1999 2000
All families 14,010 13,820 13,590 12,970 11,750 11,090
Working 4,462 4,474 4,687 5,029 4,696 4,722
Not meeting work std 9,545 9,350 8,903 7,941 7,054 6,372
Married-couple families 4,514 4,444 4,290 4,166 3,922 3,781
Working 2,352 2,344 2,398 2,573 2311 2,404
Not meeting work std 2,162 2,100 1,892 1,593 1,611 1,377
Single-mother families 7,719 7,410 7,437 7,113 6,129 5,629
Working 1,867 1,833 2,012 22212 2,170 2,116
Not meeting work std 5,852 5,577 5,425 4,901 3,959 3,513
1995 1996 1997 1998 1999 2000
All families 20% 20% 19% 18% 16%  15%
Working 8% 8% 8% 9% 8% 8%
Not meeting work std 62% 62% 62% 58% 55%  54%
Married-couple families 9% 9% 9% 9% 8% 8%
Working 5% 5% 5% 6% 5% 5%
Not meeting work std 52% 52% 53% 48% 51%  50%
Single-mother families 46% 45% 45% 42% 38%  36%
Working 21% 20% 22% 22% 21%  20%
Not meeting work std 74% 74% 74% 73% 68%  68%

5 percent were poor. In contrast, among children in married-couple families not meeting
the work standard, the percentage who were poor ranged between 48 percent and 52
during the 1995-2000 period.

Among children in single-mother families meeting the working standard, between 20 and
22 percent were poor over this same period. In contrast, among children in single-mother
families not meeting the working standard, the percentage who were poor was much
higher—although it decreased from 74 percent in 1995 to 68 percent in 2000.
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Differences by race/ethnicity

As shown in Table 4.2, black non-Hispanic and Hispanic children have the highest
likelihood of poverty within each working status category. Nevertheless, working

Table 4.2. Percentage of children living in poor families, by race/ethnicity and
whether hours worked by parent(s) met the work standard, 1995-1998

1995 1996 1997 1998 1999 200(

White, non-Hispanic
Working 5% 4% 5% 5% 4% 4%
Not meeting work standard 50% 52% 53% 49% 47% 47%
Black, non-Hispanic
Working 16% 16% 15% 18% 16% 15%
Not meeting work standard 73% 71% 67% 63% 66% 63%
Asian, non-Hispanic

Working 7% 5% 8% 7% 6% 7%

Not meeting work standard 56% 63% 63% 55% 41% 49%
Hispanic

Working 21% 22% 20% 20% 18% 17%

Not meeting work standard 70% 71% 71% 69% 59% 55%

Source: March Current Population Survey, 1996-2001.

reduces the likelihood of poverty regardless of children’s race or ethnicity. However, the
reduction is smaller for black and Hispanic children.

For white, non-Hispanic children, the likelihood of poverty is about 10 times as high for
families not meeting the working standard (about 47 percent in 2000) as for working
families (about 4 percent in 2000). For Asian children the ratio is about 7 to 1 (49 percent
and 7 percent, respectively). For non-Hispanic black children, the likelihood of poverty
is about four times as high for families not meeting the working standard (about 63
percent) as it is for working families (about 15 percent). For Hispanic children, the
likelihood of poverty is about three times as high for families not meeting the working
standard (about 55 percent) as it is for families not meeting the working standard (about
17 percent).

Differences by parental education

As shown in Table 4.3, higher levels of parental education are associated with lower rates
of child poverty, within each family structure and working status category of the parents.
In 2000, among children living in married-couple families meeting the working standard,
the likelihood of being poor is 27 percent if the better educated parent has completed
fewer than 12 years of education but only 2 percent if the better educated parent has
completed at least 16 years of education. Among children living in married-couple
families not meeting the working standard, the likelihood of being poor is higher, but a
higher level of education is still associated with a lower likelihood of being poor.
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Table 4.3. Percentage of children living in poor families, by whether the
hours worked by parent(s) met the work standard, family structure, and
the educational attainment of the better educated parent, 1995-2000

1995 1996 1997 1998 1999 2000

Working
Married-couple
Less than 12 years 29% 30% 27% 25% 27% 27%

12 years 7% 7% 8% 9% 8% 7%
13-15 years 4% 3% 4% 4% 3% 3%
At least 16 years 1% 1% 1% 1% 1% 2%

Single-mother
Less than 12 years 46% 45% 45% 45% 46% 48%

12 years 22% 24% 28% 27% 24% 24%
13-15 years 15% 13% 13% 14% 14% 11%
At least 16 years 4% 5% 4% 3% 3% 2%

Not meeting work standard

Married-couple
Less than 12 years 68% 68% 72% 66% 66% 65%

12 years 51% 54% 55% 55% 56% 57%
13-15 years 45% 46% 44% 41% 48% 46%
At least 16 years 34% 33% 33% 19% 26% 27%

Single-mother
Less than 12 years 83% 83% 83% 83% 76% 74%

12 years 75% 73% 74% 74% 70% 70%
13-15 years 65% 65% 66% 61% 59% 59%
At least 16 years 45% 42% 38% 44% 39% 45%

Source: March Current Population Survey, 1996-2001.

Similarly, among children living in single-mother families meeting the working standard,
the likelihood of being poor in 2000 is 48 percent if the mother has completed fewer than
12 years of education but only 2 percent if she has completed at least 16 years of
education. Among children living in single-mother families not meeting the working
standard, the likelihood of being poor is higher, but a higher level education is still
associated with a lower likelihood of being poor.

Within education and family structure categories, working still reduces the likelihood of
being poor. For example, for children in married-couple families in which the better
educated parent had completed fewer than 12 years of education, the likelihood of
poverty was 27 percent in 2000 for working families but 65 percent for families not
meeting the working standard. For children in married-couple families in which the
better educated parent had completed 16 years of education, the likelihood of poverty
was 2 percent in 2000 for working families but 27 percent for families not meeting the
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working standard. There are similar significant differences for children in single-parent

families.

How common is it for children in poor families to have working parents?

Even though living in a working family substantially reduces the likelihood of a child
being poor, many children live in poor families that meet the working standard. The
enactment of federal welfare reform appears to have substantially increased the
percentage of poor children who live in working families. As shown in Figure 4.2, in
2000, about 43 percent of all poor children lived in families that met the working

Figure 4.2. Among all children in poor families, percentage whose parent(s) met the work
standard, by family structure
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standard—a sharp increase from 1995 in which 32 percent met the work standard. As
shown in Table 4.4, among children in poor, married-couple families, nearly two-thirds

(64 percent) lived in families that met the working standard—also sharply up from 1995

in which 52 percent met the work standard. Among children in poor, single-parent
families, a significantly smaller percentage (38 percent) lived in working families.
However, this too represents a substantial increase from 1995 in which only 24 percent
lived in working families.
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Differences by race/ethnicity

As shown in Table 4.4, between 1995 and 2000, among children in poor single-mother
families the percentage who met the work standard increased sharply for all racial/ethnic
groups. However, in 2000, children in poor, single-mother, black, non-Hispanic families
were significantly more likely to live in working families (41 percent, respectively) than
poor, single-mother Hispanic children (31 percent). The difference in the percentage
meeting the work standard for white and Hispanic children in single-mother families was
not statistically significant.

Table 4.4. Among children living in poor families, the percentage whose parent(s)
met the work standard, by race/ethnicity and family structure, 1995-2000
All races/ethnicities 1995 1996 1997 1998 1999 2000
All types of families 32% 32% 34% 39% 40% 43%
Married couple families 52% 53% 56% 62% 59% 64%
Single mother families 24% 25% 27% 31% 35% 38%
White non-Hispanic
All types of families 36% 33% 36% 41% 41% 44%
Married couple families 51% 51% 54% 62% 58% 62%
Single mother families 27% 27% 28% 33% 35% 38%
Black non-Hispanic
All types of families 23% 26% 28% 32% 34% 36%
Married couple families 42% 51% 49% 63% 47% 54%
Single mother families 24% 25% 29% 32% 37% 41%
Asian non-Hispanic
All types of families 27% 21% 33% 33% 44% 44%
Hispanic
All types of families 37% 40% 41% 44% 46% 48%
Married couple families 60% 61% 62% 66% 65% 71%
Single mother families 20% 22% 25% 28% 33% 31%
Source: March Current Population Survey, 1996-2001.

However, 71 percent of children in poor, married-couple, Hispanic families had parents
who met the working standard—significantly higher than for poor, white non-Hispanic
children (62 percent) and poor, black non-Hispanic children (54 percent). As with
single-parent families, there were sharp increases in the percentage of poor married-
couple families who met the work standard, except for blacks where the apparent 1995-
2000 increase is not statistically significant.

Differences by parental education
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As shown in Table 4.5, the generalization that children in poor, married-couple families
are more likely to live in families meeting the work standard than children in poor,
single-parent families continues to hold true within categories of educational attainment
of the better educated parent. For example, in 2000, among children whose better-
educated parent had fewer than 12 years of education, 70 percent of children in poor,
married-couple families had parents meeting the working standard, compared with 36
percent of children in poor, single-mother families.

There is no consistent association between educational attainment and the likelihood that
a poor parent meets the work standard.

How are the circumstances of children in working poor families different
from those in families not meeting the working standard?

The two leftmost columns of Tables 4.6a and 4.6b address this question.

As shown in Table 4.6a, in 2000, children in working poor families are more than twice
as likely (51 percent) than children in poor families not meeting the working standard (22
percent) to live in a married-couple family. Conversely, children in poor families not

Table 4.5. Among children living in poor families, the percentage whose parent(s)
met the work standard, by family structure and parental education, 1995-2000

1995 1996 1997 1998 1999 2000

Married-couple

Less than 12 years 51% 57% 54% 58% 62% 70%
12 years 54% 51% 58% 63% 62% 61%
13-15 years 51% 48% 58% 61% 48% 56%
At least 16 years 49% 51% 53% 2% 57% 68%
Single-mother
Less than 12 years 19% 17% 19% 23% 29% 36%
12 years 27% 30% 35% 36% 39% 42%
13-15 years 30% 31% 27% 38% 41% 34%
At least 16 years 26% 31% 37% 22% 27% 21%

Source: March Current Population Survey, 1996-2001.

meeting the working standard are more likely to live in single-mother families (56
percent versus 45 percent). As shown in Table 4.6b, this pattern also held prior to
welfare reform in 1995. However, children in single-mother families made up a
somewhat smaller percentage of poor families not meeting the work standard in 2000 (56
percent) than in 1995 (62 percent)—presumably reflecting the increasing work effort of
single mothers over this period.

Patterns by race/ethnicity

In 2000, white non-Hispanic children, who accounted for 65 percent of all children in the
U.S., made up 38 percent of children in working poor families and 36 percent of children
in poor families not meeting the working standard. Thus, white non-Hispanic children
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are underrepresented among both working poor families and poor families not meeting
the working standard.

Black non-Hispanic children, who accounted for 16 percent of all children (excluding
American Indians) in the U.S. in 2000, made up 24 percent of children in working poor
families and 32 percent of children in poor families not meeting the working standard.
Thus, black non-Hispanic children were overrepresented among working poor families
and even more overrepresented among poor families not meeting the working standard.

Table 4.6a. Children in poor families not meeting the work standard, working poor families, and other
working families, by family structure, by race/ethnicity, parental education, and average
hourly wage rate, 2000

Poor Families Not Working Working
Meeting the Working Poor ~ 100-200% of  200% of poverty
Work Standard Families poverty and above
Family structure
Married-couple 22% 51% 65% 85%
Single-mother 56% 45% 30% 11%
Single-father 6% 4% 5% 4%
Other 15% 0% 0% 0%
Race/ethnicity
White non-Hispanic 36% 38% 50% 75%
Black non-Hispanic 32% 24% 19% 10%
Asian non-Hispanic 4% 4% 4% 4%
Hispanic 25% 32% 25% 10%
Family structure and parental education
Married and education less than 12 years 28% 38% 18% 3%
Single mother and education less than 12 years 38% 35% 14% 6%
Family structure and average hourly wage rate
Married
Less than $5 per hour 16% 39% 10% 3%
$5 - $6.99 per hour 25% 24% 15% 3%
$7 - $9.99 per hour 29% 27% 27% 8%
At least $10 per hour 30% 10% 48% 87%
Single mother
Less than $5 per hour 28% 42% 6% 2%
$5 - $6.99 per hour 26% 32% 15% 5%
$7 - $9.99 per hour 21% 22% 43% 12%
At least $10 per hour 26% 4% 36% 81%

Source: March 2001 Current Population Survey.

Asian, non-Hispanic children, who accounted for 4 percent of all children in the U.S. in
2000, made up 4 percent of children in working poor families and 4 percent of children in
poor families not meeting the working standard. Thus, they were proportionally
represented among both groups of poor families.

Finally, Hispanic children, who accounted for 16 percent of all children in the U.S. in
2000, made up 32 percent of children in working poor families and 25 percent of children
in poor families not meeting the working standard. Thus, they were overrepresented
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among poor families not meeting the work standard and even more overrepresented
among working poor families.

As shown by comparing Table 4.6a with 4.6b, the racial/ethnic composition of both
children in poor families not meeting the work standard and children in poor families
meeting the work standard did not change appreciably between 1995 and 2000.

Patterns by family structure and parental education

As shown in Table 4.6b, in 1995, mothers of children in working poor single-mother
families were significantly less likely to have completed fewer than 12 years of education
(32 percent) than mothers in poor single-mother families not meeting the work standard

Table 4.6b. Children in poor families not meeting the work standard, working poor families, and other
working families, by family structure, by race/ethnicity, parental education, and average
hourly wage rate, 1995
Poor Families Not Working Working
Meeting the Working Poor 100-200% of ~ 200% of poverty
Work Standard Families poverty and above
Family structure
Married-couple 23% 53% 70% 86%
Single-mother 62% 42% 25% 11%
Single-father 3% 5% 5% 4%
Other 12% 0% 0% 0%
Race/ethnicity
White non-Hispanic 33% 40% 58% 80%
Black non-Hispanic 35% 23% 17% 9%
Asian non-Hispanic 4% 3% 3% 4%
Hispanic 25% 32% 21% 7%
Family structure and parental education
Married and education less than 12 years 39% 38% 16% 2%
Single mother and education less than 12 years 44% 32% 17% 5%
Family structure and average hourly wage rate
Married
Less than $5 per hour 27% 47% 12% 2%
$5 - $6.99 per hour 28% 33% 17% 4%
$7 - $9.99 per hour 17% 18% 35% 10%
At least $10 per hour 27% 3% 36% 83%
Single mother
Less than $5 per hour 46% 58% 13% 5%
$5 - $6.99 per hour 22% 30% 28% 7%
$7 - $9.99 per hour 19% 11% 42% 17%
At least $10 per hour 12% 1% 18% 71%
Source: March 1996 Current Population Survey.

(44 percent). However, as shown in Table 4.6a, by 2000, while the percentage for
working poor single-mothers had not changed significantly (35 percent), the percentage
of mothers completing fewer than 12 years of education in poor single-mother families
not meeting the work standard dropped to 38 percent. Thus, by 2000 single mothers in
working poor families were no longer better educated than those in poor families not
meeting the work standard.
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Patterns by parental wage rate

Between 1995 and 2000, for both single-mother and married-couple families, the
percentage of earners making less than $5.00 per hour' (in current dollars) dropped
substantially for both working poor families and poor families not meeting the work
standard. The decreases are especially notable for poor single-mother working families
(58 percent in 1995 but 42 percent in 2000) and poor single-mother families not meeting
the work standard (46 percent in 1995 but 28 percent in 2000).

However, there is a consistent pattern that a higher percentage of working poor parents
has hourly earnings below $5.00 per hours than for poor parents not meeting the work
standard. For example, in 2000, the percentage of single mothers meeting the work
standard but earning less than $5.00 per hours was 42 percent, compared with 28 percent
for her counterpart not meeting the work standard.

Patterns of transfer receipt, health insurance coverage, home ownership, and paid
child care utilization

As illustrated by comparing Tables 4.7a and 4.7b, the percentage of children in poor
families not meeting the work standard who received AFDC/TANTF or food stamps
dropped substantially between 1995 and 2000. This is, of course consistent with the
dramatic drops in both the TANF and Food Stamp caseloads associated with federal
welfare reform. The 1995-2000 change in the percentage of children in working poor
families receiving AFDC/TANF is not statistically significant, but the corresponding
drop in the percentage receiving food stamps is significant.

In both years, as shown in the two leftmost columns of Tables 4.7a and 4.7b, children in
working poor families were significantly less likely than children in poor families not
meeting the working standard to receive TANF or Food Stamp benefits regardless of
family structure. In 2000, among children in single-mother families, 13 percent of
children in working poor families received AFDC at some time during the year,
compared with 41 percent of children in poor families not meeting the work standard.
For Food Stamps, the comparable recipiency rates are 46 percent and 62 percent,
respectively.

Health insurance coverage for children in single-mother working poor families
increased from 76 percent to 87 percent between 1995 and 2000. However, the change
for married-couple, working poor families is not statistically significant. However, health
insurance coverage for children in poor families not meeting the work standard did not
increase substantially over the same period. For children in married-couple poor families
not meeting the work standard, the percentage was essentially the same in both years (71
percent in 1995 and 73 percent in 2000). For children in single- mother poor families not
meeting the work standard, the percentage actually decreased from 90 percent in 1995 to
85 percent in 2000. Thus, by 2000, health insurance rates were similar for children in
working poor families and poor families not meeting the work standard.

12 For married-couple families, the higher-earning spouse’s wage rate is used for these calculations.
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Table 4.7a. Children in poor families not meeting the work standard, working poor families,
and other working families, by family structure, by receipt of AFDC and Food Stamps,

health insurance coverage, home ownership, 2000

Poor Families Not Working Working
Meeting the Working Poor 100-200% of  200% of poverty
Work Standard Families poverty and above

Married-couple families

Received AFDC 24% 5% 3% 0%

Received Food Stamps 47% 25% 8% 0%

Health insurance coverage 73% 70% 84% 95%

Home ownership 30% 49% 61% 86%
Single-mother families

Received AFDC 41% 13% 7% 2%

Received Food Stamps 62% 46% 15% 3%

Health insurance coverage 85% 87% 83% 89%

Home ownership 22% 24% 34% 61%

Table 4.7b. Children in poor families not meeting the work standard, working poor families,
and other working families, by family structure, by receipt of AFDC and Food Stamps,

health insurance coverage., home ownership, 1995

Poor Families Not Working Working
Meeting the Working Poor 100-200% of 200% of poverty
Work Standard Families poverty and above
Married-couple families
Received AFDC 35% 7% 4% 1%
Received Food Stamps 55% 34% 11% 1%
Health insurance coverage 71% 66% 77% 95%
Home ownership 35% 41% 60% 85%
Single-mother families
Received AFDC 69% 23% 10% 4%
Received Food Stamps 80% 51% 22% 6%
Health insurance coverage 90% 76% 79% 90%
Home ownership 15% 21% 34% 62%

Source: March 1996 Current Population Survey.

Note: Data for home ownership is as of 2001.

Home-ownership rates increased significantly between 1995 and 2000 for married-
couple, working poor families from 41 percent to 49 percent but did not change
significantly for married-couple families not meeting the work standard. Because of the
increase for the working poor families, in 2000, children in married-couple working poor
families were more likely than children in married-couple poor families not meeting the
work standard to live in owner-occupied homes (49 percent versus 30 percent).

The pattern was opposite for single-mother families. Home-ownership increased from 15
percent to 22 percent for single-mother families not meeting the work standard but did
not change significantly for single-mother working poor families. (This could possibly
reflect single-mother families moving in with parents who are homeowners.) Because of
the increase in ownership for the former group, there was no significant difference in
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rates of home ownership between the families of children in working poor, single-mother
families (24 percent) and poor, single-mother families not meeting the working standard
(22 percent) in 2000—even though there was a significant difference in 1995.

Child care. Unfortunately, the Current Population Survey (CPS) does not collect
information on child care expenses. However, the 1996 Survey of Income and Program
Participation (SIPP) does—along with many variables which it has in common with the
CPS. Thus, in order to be able to estimate how much, if anything, families spent on child
care, we imputed child care expenses onto each family’s record using statistical
relationships estimated using SIPP. The model is based on a specification developed by
the U.S. Census Bureau (Short, Garner, Johnson, & Doyle, 1999).

The first two models predict whether a family incurred child care expenses separately for
single-parent and married-couple families. The second two models predict child care
expenses for those families that incurred child care expenses—again for single-parent
and married-couple families. Explanatory variables include income, race/ethnicity,
number of children by age, region, family income, and the percentage of family income
earned by the mother. The specification of the models and the resulting equations used
for imputation are described in detail in Appendix A. Because we were not able to
estimate child care expenses directly from the CPS, results should be viewed with
caution.

As shown in the two leftmost columns of Table 4.8a, only 7 percent of children in
married-couple working poor families were in paid child care in 2000. Not surprisingly,
this percentage was higher than for children in poor families not meeting the work
standard (4 percent). Among children in single-mother working poor families, the
percentage was substantially higher—22 percent. This percentage was also higher than
the percentage receiving paid child care among children in poor single-mother families
not meeting the work standard (7 percent).

Among children in working poor families and poor families not meeting the work
standard whose parents paid for child care, child care expenses tended to consume a large
percentage of family income. Among children in married-couple, working poor families
that paid for child care, around two-thirds paid at least 30 percent of their total family
income for child care expenses, and 20 percent reported paying over half of their income.
For single-parent, working poor families, the financial burden was even greater. Nearly
two-thirds paid 40 percent or more of their income for child care, and 41 percent paid at
least half. These percentages are all similar to the corresponding percentages in 1995.
For single-parent, poor families not meeting the work standard and paying for child care,
child care expenses also consumed an extraordinary percentage of family income for
most families. Over 75 percent spent at least half of their income on child care expenses
in 2000. Again, because child care expenses have been imputed, results should be
viewed with caution.

The share of income devoted to child care for both working poor families and poor

families not meeting the work standard and paying for child care is essentially unchanged
from 1995.
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How are children in working poor families different from those in other
more prosperous working families?

The three rightmost columns of Tables 4.6a and 4.7a address this question.

Patterns by family structure

In 2000, nearly half of all children in working poor families lived in a single-parent
family. In contrast, two-thirds of children in working families with incomes between 100

Table 4.8a Children in poor families not meeting the work standard, working poor families, and
other working families, by family structure, by paid child care status and percentage
distribution by amount paid for those paying, 2000

Poor Families Not Working Working
Meeting the Working Poor ~ 100-200% of  200% of poverty
Work Standard Families poverty and above

Married-couple families
Percent paying for child care 4% 7% 18% 29%
% income paid for those paying

Less than 10% na 6% 7% 54%
10-19.9% na 12% 34% 42%
20-29.9% na 16% 46% 4%
30-39.9% na 37% 12% 0%
40-49.9% na 9% 1% 0%
50% or greater 20% 0% 0%

Single-mother families 7% 22% 27% 23%
% income paid for those paying
Percent of income paid

Less than 10% 4% 0% 1% 22%

10-19.9% 0% 7% 18% 50%

20-29.9% 0% 15% 45% 16%

30-39.9% 12% 13% 29% 4%

40-49.9% 9% 25% 5% 2%

50% or greater 76% 41% 2% 6%
Source: March 2001 Current Population Survey.

percent and 200 percent of the poverty line lived in married-couple families, as did 85
percent of those with incomes above 200 percent of the poverty line.

This pattern also prevailed in 1995. However, in 2000, single-mothers headed a larger
share (30 percent) of the working families with incomes between 100 percent and 200
percent of the poverty threshold than in 1995 (25 percent). Conversely, married-couples
share of this group declined from 70 percent to 65 percent.

Patterns by race/ethnicity

White children make up an increasingly large share of working families as incomes
increase. In 2000, non-Hispanic white children account for 38 percent of children in
working poor families, 50 percent of children in working families with incomes between
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100 percent and 200 percent of the poverty threshold, and 75 percent of children in
working families with incomes over 200 percent of the poverty line.

In contrast, black children account for 24 percent of the working poor, 19 percent of
those with incomes between 100 percent and 200 percent of the poverty line, and only 10
percent of those above 200 percent. For Hispanic children, the corresponding
percentages are 32 percent, 25 percent and 10 percent. Asian children make up 4 percent
of all three groups.

Patterns by family structure and parental education

There are substantial differences in the education of the better educated parent of children
in working poor families compared with more prosperous working families, regardless of
family structure. In 2000, 38 percent of the better educated parents of children in
married-couple, working poor families had not completed 12 years of education. In
contrast, only 18 percent of the better educated parents in married-couple, working

Table 4.8b Children in poor families not meeting the work standard, working poor families, and
other working families, by family structure, by paid child care status and percentage
distribution by amount paid for those paying, 1995

Poor Families Not Working Working
Meeting the Working Poor ~ 100-200% of  200% of poverty
Work Standard Families poverty and above

Married-couple families
Percent paying for child care 3% 9% 17% 30%
Percent of income paid for those paying

Less than 10% na 27% 6% 45%
10-19.9% na 4% 39% 50%
20-29.9% na 27% 40% 4%
30-39.9% na 25% 13% 0%
40-49.9% na 27% 1% 0%
50% or greater 17% 1% 0%

Single-mother families
Percent paying for child care 6% 19% 21% 22%
Percent of income paid

Less than 10% 4% 0% 0% 18%
10-19.9% 2% 0% 13% 60%
20-29.9% 7% 16% 51% 12%
30-39.9% 14% 19% 29% 3%
40-49.9% 14% 21% 5% 1%
50% or greater 58% 43% 3% 5%

Source: March 1996 Current Population Survey.

families with incomes between 100 percent and 200 percent of the poverty line had failed
to complete high school. For working married-couple families with incomes over 200
percent, only 3 percent had failed to complete a high school education. For children in
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single-mother families, the differences were also substantial—35 percent for working
poor mothers versus 14 percent for near-poor single working mothers, and 6 percent for
more affluent single working mothers.

Patterns by parental wage rate

There are similar differences for average hourly wage rates. Only 10 percent of children
in married-couple, working poor families had a parent who was paid more than $10.00
per hour in 2000. In contrast, nearly half of children in married-couple, working families
with incomes between 100 percent and 200 percent of the poverty line, had a parent paid
at least $10.00 per hour. For children in married-couple, working families with incomes
above 200 percent of the poverty line, the percentage earning at least $10.00 per hour
was 87 percent. Findings are similar for single-mother families.

Patterns by transfer receipt, health insurance coverage, home ownership, and paid
child care utilization

Transfer receipt. As would be expected, children in working poor families were much
more likely than children in other working families to receive public assistance, as shown
in Table 4.7a. This held true regardless of family structure.

Health insurance. In 2000, children in married-couple, working poor families were less
likely to be covered by health insurance (70 percent) than working families with incomes
between 100 percent and 200 percent of the poverty threshold (84 percent), and more
affluent working families (95 percent). However, among single-mother families,
coverage rates were not significantly different across all three groups (87 percent, 83
percent, and 89 percent, respectively).

Home ownership. Rates of home-ownership were substantially lower among children in
working poor families than among children in other working families, regardless of
family structure.

As noted earlier, only 7 percent of children in married-couple working poor families were
in paid child care in 2000. As shown in the two right-most columns of Table 4.8a, 18
percent of children in married-couple families with incomes between 100 and 200
percent of the poverty threshold were in paid child care, and 29 percent of those in more
affluent married-couple families were in paid child care.

Child care. Among children in single-mother families, the pattern was less
straightforward. Twenty-two percent of children in single-mother working poor families
were in paid child care, compared with 27 percent of children in single-mother, near-poor
working families, and 23 percent in more affluent single-mother working families. Thus,
the children in near-poor working single-mother families are the most likely to be in paid
child care.

As noted earlier, among children in working poor families whose parents paid for child
care, child care expenses tended to consume a large percentage of family income.

Among children in married-couple, working poor families that paid for child care, around
two-thirds paid at least 30 percent of their total family income for child care expenses,
and 20 percent reported paying over half of their income. For single-parent, working
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poor families, the financial burden was even greater. Nearly two-thirds paid 40 percent
or more of their income for child care, and 41 percent paid at least half their income.

As incomes rise, child care expenses consume a shrinking percentage of family income
for both married-couple and single-mother working families. Among married-couple
working families with incomes between 100 percent and 200 percent of the poverty
threshold, 13 percent paid at least 30 percent of their income for child care. For those
with incomes at least twice the poverty line, none did so. Among single-mother working
families with incomes above the poverty threshold, only 7-8 percent paid at least 40
percent of their income for child care. However, 36 percent of single-mother working
families with incomes between 100 percent and 200 percent of the poverty threshold paid
at least 30 percent—a substantial share.

Summary

Prior to federal welfare reform, in 1995 and 1996, about 4.5 million children lived in
working poor families. During the first two years of welfare reform, this number
increased—to 4.7 million in 1997 and 5.0 million in 1998. However, the number of
children in working poor families decreased to 4.7 million in both 1999 and 2000. The
number of children in poor families not meeting the work standard fell steadily over the
entire period, from 9.5 million in 1995 to 6.4 million in 2000. This pattern presumably
reflects the combined effects of a strong economy and federal welfare reform—both of
which encouraged and facilitated greater work effort by persons with relatively low
earning potential.

Throughout the 1995-2000 period, being in a working family dramatically reduced the
likelihood of poverty for a child. Among children in working families only about 8-9
percent were poor. In contrast, among children in families not meeting the work
standard, 63 percent were poor in 1995-1997, with a substantial decline to 54 percent in
2000—presumably because they also worked more hours. Nonetheless, even in 2000,
children in families not meeting the work standard were nearly 7 times as likely as
children in working families to be poor.

Poverty rates for children varied substantially by family structure, race/ethnicity, and
parental education. Nonetheless, meeting the work standard was associated with a
substantial reduction in the risk of child poverty across all demographic and educational
groups.

Even though living in a working family substantially reduces the likelihood of a child
being poor, many children live in poor families that meet the working standard. The
enactment of federal welfare reform appears to have substantially increased the
percentage of poor children who live in working families. In 2000, about 43 percent of
all poor children lived in families that met the working standard—a sharp increase from
1995 in which 32 percent met the work standard, and a pattern which generally holds
across racial/ethnic groups.

Compared with children in poor families not meeting the work standard in 2000, children
in working poor families are:

e more likely to live with two parents,
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e about as likely have a parent who has completed 12 years of education,"
e less likely to be receiving AFDC/TANF or Food Stamps,

e about as likely to be covered by health insurance (an important change since 1995
when the working poor were less likely to be covered),

e more likely to live in a family that owns a home (married-couple families only)," and
e more likely to be in paid child care.

Among children in both working poor families and poor families not meeting the work
standard and whose parents paid for child care, child care expenses consumed a much
large share of family income than among children in more affluent families.

Compared with children in two categories of more prosperous working families in 2000,
children in working poor families are:

e less likely to live with two parents,

e less likely to have a parent who has completed 12 years of education,

e less likely to have a parent earnings more than $10.00 per hour,

e more likely to be receiving AFDC/TANF or Food Stamps,

e less likely to be covered by health insurance (married-couple families only),
e less likely to live in a family that owns a house, and

e less likely to be in paid child care.

Moreover, among children in working poor families with paid child care, child care
expenses consumed a much larger share of family income than among children in more
affluent working families.

13 This is a change from 1995 when single mothers in working poor families were more likely to have completed 12
years of education.

4 This pattern is the opposite of 1995 when single-mother working poor families were more likely to own their own
homes but married-couple working poor families were not.



Chapter 5. The dynamics of poverty and working, 1987-1997

The statistics and discussion presented in Chapter 4 provided snapshots of children in a
single year. However, the population of children in poverty is not static. A substantial
percentage of one year’s poor children were not poor in the previous year. Conversely, a
substantial percentage of children who are poor in the current year will not be in the next.

As stated earlier, an explicit goal of the 1996 welfare reform legislation was to move
families and children out of poverty by encouraging work. This chapter has two main
purposes. The first is to update our previous analysis of the association for children
between having parent(s) who meet the work standard® and the likelihood of moving into
or out of poverty. (For example, we can calculate the proportion of poor children living
in families not meeting the work standard in one year who are no longer poor in the next
year and whose families are meeting the work standard in the next year.)

The second purpose is to examine the 1996-1997 changes in work behavior and family
economic resources of children living in families who were (1) on TANF in 1996, (2)
poor and not meeting the work standard, (3) working poor families, (4) working families
with incomes between 100 percent and 200 percent of the poverty threshold, and (5)
more affluent working families. We would expect the families in the first three groups to
be likely to change their behavior in response to both welfare reform and the improving
economy, while families in the last two groups to change their behavior only in response
to the improving economy.

Patterns of movement into and out of poverty

In our previous report, we analyzed the movements of families into and out of poverty by
their work status and found that over the period between 1987 and 1994 there was a
rough balance between the numbers of children entering and leaving poverty each year.
In this section we update this analysis by including the 1996-1997 transitions.

Recognizing that the poverty transition process is not a one-way street (even for those
whose parents work), in addition to calculating the proportion of poor children in
working families leaving poverty, we can also calculate the proportion of nonpoor
children living in families meeting the work standard in one year who become poor in the
next year in spite meeting the work standard in the second year as well. This
counterflow is a phenomenon that does not receive much popular attention. However, it
is just as important as the flow out of poverty in determining the percentage of children
living in working poor families in any given year.

The last year presented in this analysis—1996—is especially interesting because it
coincides with the implementation of federal welfare reform. For this year’s data, we are
observing children who were in poverty in 1996 but were not in 1997 and vice versa.

Movements of children into and out of poverty using data from SIPP are summarized in
Table 5.1. There is a rough balance between the number of children entering and leaving
poverty in each year. In other words, the poor children moving out of poverty are mostly

'3 Full-time work for married-couple families and half-time work for single-parent families.
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Table 5.1. Number (thousands) and percentage of poor children leaving poverty next year and number
thousands) and percentage of nonpoor children becoming poor next year, 1987, 1990-1996

1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 1993-94 1996-97

Leaving poverty

Number 2,876 na na 2,337 2,647 2,619 3,214 2,594

Percentage 24.9% na na 21.0%  20.6% 19.9%  21.0%  26.0%
Entering poverty

Number 2,068 na na 2,778 2,598 2,335 2,511 2,283

Percentage 4.0% na na 5.2% 4.8% 4.3% 4.7% 4.9%

Source: Survey of Income of Program Participation.

Comparable data for 1988 and 1989 were not available (na) from SIPP.

offset by nonpoor children moving into poverty. In some years, however, there is a
significant imbalance. For example, in 1990-1991, a recession period, the number of
children entering poverty was significantly higher than the number leaving poverty. In
contrast, in 1993-1994 and 1996-1997, both part of the 1990s period of rapid economic
growth, the number of children leaving poverty was significantly higher than the number
entering poverty. There is no indication that the 1996-1997 transitions were out of the
ordinary when compared with previous periods.

In contrast, the proportions of children moving into and out of poverty are quite
different—reflecting the difference in the size of the underlying populations. There are
many more nonpoor children than there are poor children. For example, about 26 percent
of children who were poor in 1996 were no longer poor in 1997. However, about 5
percent of children who were not poor in 1996 became poor in 1997. Again there is no
indication of differences during the 1996-1997 transition compared with previous
periods.

Next, we consider how these movements of children into and out of poverty are affected
by the work behavior of their parent(s). We have classified each child into one of four
categories:

1. Parent(s) met the working standard neither year;

2. Parent(s) met the working standard in the current year but not the next year;

3. Parent(s) met the working standard in the next year but not the current year; and
4. Parent(s) met the working standard in both years.

Tables 5.2 through 5.5 are divided into two panels. The first panel provides information
on poor children leaving poverty the next year. The second panel provides information
on nonpoor children entering poverty the next year.

As shown in the top panel of Table 5.2a, among children who were poor in 1996 and
whose parents failed to meet the working standard in either 1996 or 1997, 88 percent
remained in poverty in 1997, and only 12 percent left poverty. These percentages are
similar to those prevailing prior to welfare reform. Clearly, if a family’s goal is to move
out of poverty, keeping parental work effort below the work standard is not a good
strategy.
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Table 5.2a. Number (thousands) and percentage of poor children leaving poverty next
year, by work status of parents in current and next year, 1987, 1990-1993, 1996

1987-88 1990-91 1991-92 1992-93 1993-94 1996-97

Number

Met working standard neither year 1,204 629 861 1,021 937 482
Met working standard in current year but not next 180 243 307 173 313 120
Met working standard next year but not current 619 398 503 438 788 828
Met working standard both years 873 1.067 975 988 1.175 1.165
Percentage

Met working standard neither year 18% 10% 12% 12% 10% 12%
Met working standard in current year but not next 20% 23% 22% 17% 26% 13%
Met working standard next year but not current 46% 42% 46% 48% 47% 45%
Met working standard both years 36% 38% 33% 33% 38% 37%

Table 5.2b. Number (thousands) and percentage of nonpoor children entering poverty next

vear, by work status of parents in current and next year, 1987, 1990-1993, 1996

1987-88 1990-91 1991-92 1992-93 1993-94 1996-97

Number

Met working standard neither year 676 578 708 671 511 279

Met working standard in current year but not next 517 957 799 880 900 696

Met working standard next year but not current 54 104 90 59 117 159

Met working standard both years 821 1.139 1.001 725 984 1.149
Percentage

Met working standard neither year 23% 19% 22% 18% 16% 21%
Met working standard in current year but not next 9% 15% 14% 14% 15% 20%
Met working standard next year but not current 4% 10% 7% 4% 7% 10%
Met working standard both years 2% 3% 2% 2% 2% 3%

Source: Survey of Income of Program Participation

In contrast, among children who were poor in 1996 and whose parents did not meet the
work standard in 1993 but did meet the work standard in 1997, 45 percent moved out of
poverty—a significantly higher percentage. While increasing parental work effort to
meet the work standard is a significantly better strategy, it is worth noting that in every
year tabulated the strategy was successful less than half the time. For the other half of
the children, increasing work effort led the family into the ranks of the working poor.

Among children who were in poor families in 1996 and whose parents met the working
standard in both 1996 and 1997, 37 percent moved out of poverty by 1997. While
working in both years yields a significantly higher exit rate than working neither year, the
fact that fewer than four in ten children exit poverty if their parents meet the working
standard for two consecutive years suggests that working poverty can be a persistent
state. Again there is no indication of a shift in this pattern from previous years.

Some children exited poverty between 1996 and 1997 despite the fact that their parent(s)
met the work standard in 1996 but not in 1997. This occurred because parental hours
worked are not the only determinant of whether a child’s family income falls above or
below the poverty threshold. Other factors that could have led to this result include a
change in family structure (e.g., marriage), a wage increase, and an increase in unearned
income (e.g., SSI, Social Security Disability payments, public assistance, income from
assets).

Looking at the likelihood of a nonpoor child entering poverty (Table 5.2b) produces
results which are a mirror image of the likelihood of exiting poverty. Children whose
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parents work in neither year or who meet the working standard in one year but not the
next have a relatively high likelihood of moving into poverty from one year to the next.
For example, children whose family income exceeded the poverty threshold in 1996 and
whose parents failed to meet the working standard in both years had a 21 percent
likelihood of falling into poverty by 1997. Similarly, children whose family income
exceeded the poverty threshold in 1996 and whose parents met the working standard in
1996 but did not meet the working standard in 1997 had a 20 percent likelihood of falling
into poverty by 1997. For this latter group, the likelihood of falling into poverty is
significantly higher than in 1987 and 1992 and bordering on significantly higher when
compared with 1991 and 1993. This could possibly reflect reluctance on the part of
needy families to apply for TANF benefits under the newly enacted legislation.

In contrast, nonpoor children whose parent(s) did not meet the working standard in 1996
but did meet the working standard in 1997 had only a 10 percent likelihood of moving
into poverty. For nonpoor children whose parents met the working standard in both
years, the likelihood was only 3 percent—significantly lower than for those nonpoor
children whose parents met the working threshold in 1997 but not in 1996.'

Patterns by family structure

As shown in Table 5.3.a, the pattern of association between parental work behavior and
the likelihood of a poor child exiting poverty held for both married-couple and single-
mother families. For example, among children in married-couple families who were poor
in 1996 and whose parents did not meet the working standard in either 1996 or 1997,
only 13 percent escaped poverty in 1997. In contrast, among children in married-couple
families who were poor in 1996 and whose parents did not meet the working standard in
1996 but did meet the working standard in 1997, 50 percent escaped poverty—a
significantly higher proportion. The corresponding percentages for children in single-
mother families were 11 percent and 47 percent, respectively. This pattern is not
substantially different from periods prior to welfare reform.

Children in both poor married-couple and single-mother families also had a significantly
higher chance of escaping poverty in the next year if their parent(s) worked both years
than if they worked in neither year. This result is also the same as was obtained when all
poor children were analyzed together.

It is interesting to note that there was no significant difference by family structure in the
likelihood of poor children leaving poverty as a consequence of their parent(s) meeting
the working standard in 1997, given that they did not meet the work standard in 1996.
This is surprising in light of the fact that married-couple families have the opportunity to
work many more hours per year than single-mother families. However, the finding is no
different from the 1993-1994 period.

' This difference was not consistently significant in the other pairs of consecutive years.
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Table 5.3a. Number (thousands) and percentage of poor children leaving poverty next year, by
family structure and work status of parents in current and next year, 1987, 1990-1996

1987-88 1990-91 1991-92 1992-93 1993-94 1996-97

Married couple families

Number

Met working standard neither year 505 234 291 471 325 110
Met working standard in current year but not next 115 119 137 105 131 67
Met working standard next year but not current 307 187 183 206 321 333
Met working standard both years 511 709 627 579 715 618
Percentage

Met working standard neither year 24% 15% 15% 20% 12% 13%
Met working standard in current year but not next 24% 20% 20% 20% 21% 15%
Met working standard next year but not current 46% 40% 36% 53% 49% 50%
Met working standard both years 30% 39% 35% 34% 37% 39%
Single-mother families

Number

Met working standard neither year 541 192 431 411 425 339
Met working standard in current year but not next 65 123 162 44 141 43
Met working standard next year but not current 226 185 296 144 403 481
Met working standard both years 362 351 286 359 406 420
Percentage

Met working standard neither year 12% 5% 9% 8% 7% 11%
Met working standard in current year but not next 17% 29% 25% 9% 27% 11%
Met working standard next year but not current 42% 43% 54% 36% 46% 46%
Met working standard both years 49% 38% 27% 32% 38% 35%

Source: Survey of Income of Program Participation.

As shown in Table 5.3.b, the pattern of association between parental work behavior and
the likelihood of a nonpoor child entering poverty also appeared to hold for both married-
couple and single-mother families. For example, among children in married-couple
families above the poverty threshold in 1996 whose parents met the working threshold in
neither 1996 nor 1997, 24 percent entered poverty in 1997. Among children in married-
couple families above the poverty threshold in 1996 whose parents did not meet the
working threshold in 1996 but did meet the working threshold in 1997, only 7 percent
entered poverty. This was also true for most periods in the past.

Once again, regardless of family structure, children living in nonpoor families in 1993
had the lowest likelihood of entering poverty if their families met the working threshold
in both 1996 and 1997—2 percent for children in married-couple families above the
poverty threshold and 6 percent for children in single-mother families above the poverty
threshold. The difference in the likelihood of entering poverty for these children versus
children in nonpoor families not meeting the working threshold in both years was
statistically significant in all years.

With only a few exceptions, nonpoor children in single-mother families were not
significantly more likely than nonpoor children in married-couple families to enter
poverty in the following year, regardless of their pattern of work behavior in the two
years.
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Table 5.3b. Number (thousands) and percentage of nonpoor children entering poverty next year, by
family structure and work status of parents in current and next year, 1987, 1990-1996

1987-88 1990-91 1991-92 1992-93 1993-94 1996-97

Married couple families

Number

Met working standard neither year 303 278 332 362 256 116
Met working standard in current year but not next 293 644 591 660 568 500
Met working standard next year but not current 16 40 28 23 79 67

Met working standard both years 603 918 865 519 728 758
Percentage

Met working standard neither year 20% 17% 22% 20% 18% 24%
Met working standard in current year but not next 7% 13% 12% 13% 12% 18%
Met working standard next year but not current 3% 9% 4% 3% 11% 7%
Met working standard both years 2% 2% 2% 1% 2% 2%
Single-mother families

Number

Met working standard neither year 322 131 272 178 159 159
Met working standard in current year but not next 199 233 146 176 267 166
Met working standard next year but not current 5 38 49 15 29 67

Met working standard both years 203 209 130 175 212 330
Percentage

Met working standard neither year 29% 16% 22% 14% 15% 22%
Met working standard in current year but not next 18% 20% 16% 16% 23% 29%
Met working standard next year but not current 2% 21% 21% 5% 8% 10%
Met working standard both years 4% 4% 3% 3% 4% 6%

Source: Survey of Income of Program Participation.

Patterns by educational attainment of better educated parent

As shown in Table 5.4.a, the pattern of association between parental work behavior and
the likelihood of a poor child exiting poverty held regardless of the educational
attainment of the better educated parent. For example, among children in families who
were poor in 1996, whose better educated parent had fewer than 12 years of education
and whose parents did not meet the working standard in either 1996 or 1997, only 9
percent escaped poverty in 1997. In contrast, among children in families who were poor
in 1996 with the same parental education level and whose parents did not meet the
working standard in 1996 but did meet the working standard in 1997, 34 percent escaped
poverty—a significantly higher proportion. The corresponding percentages for children
in families with parental education of 12 years were 12 percent and 49 percent,
respectively; for children in families with parental education of at least 13 years, they
were 18 percent and 54 percent respectively.

Regardless of parental education, children in both types of families also had a
significantly higher chance of escaping poverty in the next year if their parent(s) worked
both years than if they worked in neither year. This result is also the same as was
obtained when all poor children were analyzed together.

There are indications that parental educational attainment may play a role in the
likelihood of a poor child exiting poverty, after controlling for the dynamics of parental
work behavior. For example, in 1996-1997, 54 percent of poor children whose parents
moved from below to above the working threshold left poverty if their better educated
parent had at least 13 years of education, compared with 34 percent of children whose
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Table 5.4a. Number (thousands) and percentage of poor children leaving poverty next year, by

parental education and work status of parents in current and next year, 1987, 1990-1996

1987-88 1990-91  1991-92  1992-93  1993-94 1996-97

Less than 12 years
Number
Met working standard neither year 695 349 336 316 373 179
Met working standard in current year but not next 35 45 129 58 112 291
Met working standard next year but not current 232 97 162 117 246 204
Met working standard both vears 209 263 221 268 334 275
Percentage
Met working standard neither year 17% 11% 9% 9% 8% 9%
Met working standard in current year but not next 11% 10% 27% 16% 27% 9%
Met working standard next year but not current 43% 33% 46% 37% 48% 34%
Met working standard both vears 26% 38% 21% 33% 38% 26%
12 years
Number
Met working standard neither year 302 197 291 450 306 157
Met working standard in current year but not next 87 169 122 54 82 44
Met working standard next year but not current 132 134 192 186 292 326
Met working standard both vears 336 440 439 508 413 434
Percentage
Met working standard neither year 14% 9% 13% 15% 10% 12%
Met working standard in current year but not next 19% 38% 19% 15% 19% 15%
Met working standard next year but not current 31% 36% 39% 47% 44% 49%
Met working standard both years 30% 36% 39% 35% 31% 36%
At least 13 years
Number
Met working standard neither year 207 83 234 255 259 145
Met working standard in current year but not next nc 29 56 62 120 48
Met working standard next year but not current 255 167 149 134 250 297
Met working standard both vears 328 364 315 211 428 456
Percentage
Met working standard neither year 27% 9% 16% 16% 14% 18%
Met working standard in current year but not next nc 15% 19% 22% 31% 15%
Met working standard next year but not current 69% 60% 60% 67% 50% 54%
Met working standard both vears 63% 42% 42% 31% 50% 51%
Source: Survey of Income of Program Participation.

better-educated parent had than fewer than 12 years. However, this difference was
statistically significant in only two of the five years. Results are similar if children whose
parents were above the working threshold in both years are compared based on their
parents’ educational attainment.

As shown in Table 5.4.b, the pattern of association between parental work behavior and
the likelihood of a nonpoor child entering poverty also appeared to hold regardless of
parental education. However, because of relatively small sample sizes, standard errors
were large enough that even large estimated differences were not necessarily statistically
significant.

For example, among children in families above the poverty threshold in 1996 with
parental education of 12 years and whose parents met the working threshold in neither
1996 nor 1997, 29 percent entered poverty in 1994. Among children in families above
the poverty threshold in 1996 with the same parental education and whose parents did not
meet the working threshold in 1996 but did meet the working threshold in 1997, only 6
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Table 5.4b. Number (thousands) and percentage of nonpoor children entering poverty next year, by
parental education and work status of parents in current and next year, 1987, 1990-1996

1987-88  1990-91 1991-92 1992-93 1993-94 1996-97

Less than 12 years

Number

Met working standard neither year 242 215 325 197 142 75
Met working standard in current year but not next 109 256 180 284 100 155
Met working standard next year but not current 7 44 75 27 23 201
Met working standard both vears 194 346 79 146 270 1.864
Percentage

Met working standard neither year 26% 22% 30% 20% 16% 24%
Met working standard in current year but not next 14% 31% 24% 24% 17% 45%
Met working standard next year but not current 2% 12% 14% 7% 6% 19%
Met working standard both years 6% 11% 3% 6% 10% 13%
12 years

Number

Met working standard neither year 226 200 182 246 198 136
Met working standard in current year but not next 230 343 375 345 374 236
Met working standard next year but not current 13 6 15 23 49 26
Met working standard both years 401 373 514 326 381 440
Percentage

Met working standard neither year 17% 32% 16% 17% 18% 29%
Met working standard in current year but not next 11% 15% 18% 16% 19% 24%
Met working standard next year but not current 3% 2% 2% 7% 10% 6%
Met working standard both years 3% 3% 4% 3% 3% 5%
At least 13 years

Number

Met working standard neither year 208 163 201 228 171 68
Met working standard in current year but not next 177 358 244 251 426 336
Met working standard next year but not current 34 53 0 9 45 86
Met working standard both years 226 420 408 254 333 435
Percentage

Met working standard neither year 29% 16% 20% 19% 15% 13%
Met working standard in current year but not next nc 11% 8% 8% 12% 15%
Met working standard next year but not current 9% 14% 0% 1% 6% 9%
Met working standard both years 1% 2% 1% 1% 1% 2%

Source: Survey of Income of Program Participation.

percent entered poverty. There are similar differences for the other two parental
education categories, but not all are statistically significant.

Nonpoor children whose parents met the working threshold in both years generally had
the lowest likelihood of entering poverty for the two higher education categories—?2
percent in 1997 if parental education was at least 13 years and 5 percent in 1997 if
parental education was 12 years. However, in the lowest education category, the
likelihood of poverty was not consistently or significantly lower than for children whose
parents moved from below to above the working threshold.

Indeed, there is evidence that parental education is significantly associated with the
likelihood of a nonpoor child entering poverty, regardless of the dynamics of parental
work behavior. For example, the likelihood of a nonpoor child entering poverty in spite
of parental employment above the working threshold is consistently only 1-2 percent if
parental education exceeds 13 years. The corresponding percentage for nonpoor children
whose parental education is less than 12 years ranges between 3 percent and 13 percent.
The difference is statistically significant in all but one year. Results are similar if
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children whose better educated parent has 13 or more years of education are compared
with children whose better educated parent has 12 years of education. Comparisons of
children whose better educated parent has 12 years of education and children whose
better educated parent has less than 12 years of education yields somewhat less consistent
and significant results, but the direction of the difference is generally in the same
direction.

Summary

Over time, there is a rough balance between the number of children entering and leaving
poverty each year. However, during the 1990-1991 recession, the number of children
entering poverty was significantly higher than the number of children leaving poverty; in
contrast, during the 1993-94 and 1996-1997 periods of substantial economic growth, the
number of children leaving poverty was significantly higher than the number entering
poverty.

Consistently over the entire period, increasing parental work effort to meet or exceed the
working standard is more effective for moving children out of poverty than not meeting
the working standard in either year. However, in every year tabulated, this was
successful at removing the child from poverty only about half the time. For the other
half, increasing work effort led the family into the ranks of the working poor.

Conversely, meeting the working standard for two consecutive years is a good strategy
for avoiding moving into poverty. For nonpoor children whose parents met the working
standard in both 1996 and 1997, the likelihood of moving into poverty was only 3
percent. This is significantly lower than the likelihood for (a) those nonpoor children
whose parents met the working standard in the second year only (10 percent), and (b)
those nonpoor children whose parents failed to meet the working standard in either year
(21 percent).

These two findings generally hold regardless of whether the child is in a married-couple
family or a single-mother family. In fact, there was no significant difference by family
structure in the likelihood of poor children leaving poverty as a consequence of their
parent(s) meeting the working standard in 1997, given that they did not meet the working
standard in 1996. Moreover, with only a few exceptions, nonpoor children in single-
mother families were not significantly more likely than nonpoor children in married-
couple families to enter poverty in the following years, regardless of the work behavior
of their parent(s).

Similarly, the pattern of association between parental work behavior and the likelihood of
a child exiting or entering poverty held regardless of the educational attainment of the
better educated parent. However, there were indications that parental education may play
a role in the likelihood of a child exiting or entering poverty, after controlling for the
dynamics of parental work behavior. Higher levels of education appear to be associated
with a better chance of escaping poverty and a better chance of avoiding poverty.
However, these relationships were not consistently statistically significant.
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Changes in work behavior and family resources, 1996-1997

In Chapter 5, looking at repeated cross-sections of the U.S. population using the Current
Population Survey, we found that the number of children in poor families not meeting the
work standard fell steadily over the entire period from 9.5 million in 1995 to 6.4 million
in 2000. We also observed a decline in poverty over the same period. This pattern
presumably reflects the combined effects of a strong economy and federal welfare
reform—both of which encouraged and facilitated greater work effort by persons with
relatively low earning potential.

In this section we use SIPP to examine the changes in both work behavior and family
resources between 1996 and 1997—the first year of transition to a welfare reform
environment. To do this, we have focused on five key groups of children:

1. Children in families who were receiving TANF in 1996;

2. Children in poor families not meeting the work standard in 1996;
3. Children in working poor families in 1996;
4

Children in working families with incomes between 100 percent and 200 percent
of the poverty threshold in 1996; and

5. Children in working families with incomes over 200 percent of the poverty
threshold in 1996.

Using SIPP’s longitudinal capability, we examine how each group of families changed
their work behavior between 1996 and 1997 and how their economic resources changed.

Given the emphasis of welfare reform on encouraging increased work and the context of
a strengthening economy, we would expect hours worked per week and weeks worked
per year to have increased for children in TANF families, children in poor families not
meeting the work standard, and possibly children in working poor families as well. The
impact on weeks of unemployment is unclear. On the one hand, the incentives to work
embedded in the welfare reform law would likely increase the likelihood of an
unemployed person accepting a job (assuming a strong economy) and, thus, reducing
unemployment. On the other hand, these same incentives would be likely to cause many
people who had previously not been seeking employment to do so and, thus, potentially
to increase unemployment.

For the last two groups, children in working families with incomes either between 100
percent and 200 percent of the poverty line or above 200 percent of the poverty line, we
would expect that the strong economy might also encourage increased work but that the
effect of federal welfare reform would be much less for the near poor and non-existent
for the more affluent.

Turning to changes in economic resources, the likely impact of welfare reform on family
income for our five groups is less clear. On the one hand, welfare reform, by
encouraging work, was likely to increase earnings of 1996 welfare recipients, poor
families not meeting the work standard, and possibly working poor families. On the
other hand, cash transfers from AFDC/TANF were likely to decrease or be eliminated for
1996 welfare recipients and poor families not meeting the work standard. These transfers
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would be much less important for the other three groups. We also observed in Chapter 4
a substantial drop in receipt of food stamps, so we might expect the same phenomenon
for the first three groups.

Changes in work behavior

1996-1997 changes in work behavior are reported in Table 5.5. The top panel reports on
changes for fathers (if present), while the bottom panel reports on changes for mothers (if
present). Results are reported separately for two-parent and single-parent families.

Families receiving AFDC/TANF in 1996. Single parents who received AFDC/TANF
in 1996 worked substantially more in 1997 than in 1996. The percentage of single
fathers who usually worked zero hours per week (in other words usually didn’t work at
all) decreased from 52 percent in 1996 to 23 percent in 1997. Conversely, the percentage
who usually worked at least 35 hours per week (full-time) increased from 48 percent to
70 percent. Similarly, the percentage of single mothers who usually didn’t work at all
decreased from 49 percent to 42 percent, while the percentage who worked full-time
increased from 30 percent to 39 percent.

In addition to an increase in hours worked per week, there was also an increase in weeks
worked per year. The percentage of single fathers who worked zero weeks per year
decreased from 46 percent to 21 percent, while the percentage who worked 50-52 weeks
per year (full-year) increased from 39 percent to 51 percent. Similarly, the percentage of
single mothers who worked zero weeks per year decreased from 49.5 percent to 42
percent, while the percentage who worked full-year increased from 14 percent to 25
percent.

For mothers in two-parent families receiving AFDC/TANF in 1996, the pattern is the
same. The percentage of mothers usually working zero hours per week and/or zero
weeks per year decreased significantly, while the percentage of mothers working full-
time and/or full-year increased significantly. For fathers in two-parent families receiving
AFDC/TANF in 1996, there was a significant increase in the percentage working full-
year but no significant changes in the percentage not working at all.

In short, for AFDC/TANF recipients, the group of parents most directly affected by
federal welfare reform, there was a substantial increase in work effort for single fathers
and both single and married mothers with a less apparent increase for married fathers.

The pattern is not clear for weeks of unemployment with, for example, a significant
increase in the percentage of married mothers unemployed for 14 weeks or more but a
decrease in the percentage unemployed for 5-13 weeks. This is not unexpected since
there is no a priori reason for expecting either an increase or decrease in weeks of
unemployment as a result of federal welfare reform.
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Table 5.5. Percentage of children in families by 1996 TANF receipt, work and poverty status, by parents' weekly work hours, weeks worked, and weeks unemployed, 1996 and 1997

Families receiving TANF in 1996

Poor Families Not Meeting the

Working Poor Families in 1996

Working 100-200% of poverty in

Working 200% poverty and above

Work Standard in 1996 1996 in 1996
Two-Parent Single-Parent Two-Parent Single-Parent Two-Parent Single-Parent Two-Parent Single-Parent Two-Parent Single-Parent
1996 1997 | 1996 1997 [ 1996 1997 | 1996 1997 | 1996 1997 | 1996 1997 | 1996 1997 | 1996 1997 | 1996 1997 | 1996 1997
Fathers
Hours worked per week
0 hours 32.4% 33.5% | 51.8% 23.0% | 45.6% 45.4% | 70.9% 29.5% | 18.1% 18.0% | 21.1% 13.5% | 15.1% 16.5% | 11.4% 13.2% | 12.3% 13.0% | 9.9% 9.4%
1-10 hours 05% 14% | 0.0% 00% | 1.0% 1.1% | 00% 13% | 0.1% 1.0% | 0.0% 2.0% | 0.5% 02% | 0.0% 0.0% | 03% 03% | 0.2% 0.0%
11-20 hours 41% 29% | 0.0% 09% | 44% 3.6% | 95% 43% | 13% 1.6% | 1.2% 09% | 09% 1.7% | 0.0% 0.0% | 03% 0.5% | 03% 0.8%
21-34 hours 78% 49% | 0.0% 6.0% | 155% 7.7% | 3.8% 143% | 42% 4.6% | 23% 0.0% | 3.0% 24% | 1.7% 4.6% | 1.4% 13% | 1.0% 0.9%
35+ hours 55.2% 57.3% | 48.3% 70.0% | 33.5% 42.3% | 15.8% 50.6% | 76.3% 74.7% | 75.4% 83.6% | 80.5% 79.3% | 86.8% 82.2% | 85.7% 84.9% | 88.5% 88.9%
Weeks worked
0 weeks 26.4% 26.2% | 45.6% 21.4% | 37.1% 373% | 67.7% 27.0% | 2.7% 3.1% | 0.0% 2.1% | 2.1% 34% | 09% 1.6% | 0.8% 1.1% | 0.9% 2.5%
1-13 weeks 59% 5.0% | 1.0% 3.8% | 9.1% 6.0% | 8.6% 0.0% | 23% 24% | 13% 0.0% | 1.1% 0.7% | 0.6% 0.7% | 03% 0.4% | 0.0% 1.1%
14-26 weeks 113%  62% | 1.9% 7.1% | 120% 7.8% | 85% 4.5% | 3.1% 32% | 42% 15% | 2.6% 2.1% | 0.0% 3.5% | 0.6% 0.8% | 0.0% 1.4%
27-39 weeks 80% 9.0% | 2.1% 6.6% | 143% 98% | 71% 12.6% | 72% 6.0% | 10.5% 11.0% | 6.5% 62% | 89% 48% | 1.9% 22% | 2.0% 3.1%
40-49 weeks 85% 7.0% | 103% 10.5% | 9.5% 109% | 2.6% 6.0% [ 13.1% 6.1% | 20.9% 10.4% | 7.8%  62% | 10.8% 8.1% | 3.1% 3.7% | 1.6% 4.3%
50-52 weeks 40.0% 46.7% | 39.2% 50.7% | 17.8% 28.1% | 5.6% 49.9% | 71.5% 79.1% | 63.1% 75.1% | 79.9% 81.4% | 78.8% 81.5% ] 93.3% 91.8% | 95.5% 87.6%
Weeks unemployed
0 weeks 63.5% 69.3% | 69.8% 71.0% | 53.3% 62.0% | 67.9% 83.1% | 73.0% 81.3% [ 70.0% 72.0% | 82.4% 85.6% | 83.1% 85.2% | 93.9% 94.7% | 95.2% 90.7%
2-4 weeks 26% 23% | 69% 0.0% | 32% 24% | 162% 0.0% | 1.9% 33% | 0.0% 0.0% | 2.1% 1.7% | 29% 1.0% | 1.0% 0.6% | 1.0% 0.9%
5-13 weeks 51% 43% | 6.7%  64% | 39% 82% | 22% 4.0% | 79% 3.6% | 54% 13.0% | 3.5% 34% | 55% 24% | 1.7% 12% | 2.7% 0.9%
14+ weeks 28.9% 24.2% | 16.6% 22.6% | 39.6% 27.4% | 13.8% 12.9% | 17.1% 11.8% | 24.6% 14.9% | 12.0% 9.4% | 85% 113% | 3.5% 3.5% | 1.1% 7.5%
Mothers
Hours worked per week
0 hours 53.6% 47.4% | 49.2% 42.0% | 69.1% 61.3% | 64.4% 54.6% | 45.8% 44.6% | 7.1%  8.0% | 33.8% 34.6% | 44% 7.1% | 22.3% 232% | 3.0% 4.5%
1-10 hours 33%  14% | 1.9% 14% | 32% 03% | 28% 1.7% | 6.6% 55% | 03% 0.0% | 40% 32% | 02% 03% | 32% 2.9% | 0.0% 0.3%
11-20 hours 56% 47% | 63% 47% | 8.0% 39% | 79% 55% | 45% 5.6% | 0.8% 3.1% | 6.9% 6.6% | 1.8% 14% | 6.9% 65% | 0.5% 0.9%
21-34 hours 10.3% 11.2% | 12.8% 12.9% | 9.4%  9.6% | 11.1% 13.3% | 14.0% 12.1% | 20.0% 16.0% | 15.8% 14.6% | 9.1%  9.8% | 13.8% 13.3% | 7.5% 7.4%
35+ hours 27.2% 35.4% | 29.8% 39.1% ] 10.2% 25.0% | 13.9% 25.0% | 29.1% 32.1% | 71.8% 73.0% [ 39.6% 41.0% | 84.5% 81.5% | 53.8% 54.1% | 89.0% 87.0%
Weeks worked
0 weeks 49.0% 43.4% | 49.5% 42.0% | 68.3% 60.9% | 65.8% 53.9% | 42.6% 42.6% | 5.6%  82% | 28.0% 30.1% | 23% 4.9% | 15.6% 16.6% | 1.0% 2.1%
1-13 weeks 10.3% 10.1% | 10.3% 8.7% | 12.1% 12.8% | 145% 11.8% | 10.8% 82% | 12% 29% | 6.8% 51% | 0.7% 2.0% | 3.0% 3.0% | 0.4% 0.7%
14-26 weeks 10.2% 9.0% | 93% 92% | 49% 6.5% [ 102% 9.1% | 11.5% 8.1% | 34% 7.6% | 8.1% 59% | 28% 4.0% | 3.9% 3.4% | 0.5% 2.4%
27-39 weeks 7.0% 7.8% | 104% 79% | 73% 54% | 55% 73% | 54% 8.6% | 19.0% 92% | 79% 63% | 6.8% 55% | 52% 4.6% | 4.5% 3.6%
40-49 weeks 4.0% 63% | 69% 72% | 12% 3.4% | 1.7% 5.6% | 7.5% 6.0% | 18.0% 112% | 83% 7.0% | 122% 6.0% | 44% 4.8% | 4.7% 5.0%
50-52 weeks 19.6% 23.4% | 13.6% 25.1% ] 6.2% 11.0% | 2.3% 12.4% | 22.3% 26.5% | 52.9% 60.9% | 40.8% 45.7% | 75.2% 77.7% | 67.9% 67.6% | 89.0% 86.3%
Weeks unemployed
0 weeks 69.6% 67.1% | 58.9% 62.6% | 71.2% 773% | 57.3% 58.9% | 76.5% 75.9% | 64.3% 70.7% | 81.1% 84.4% | 81.9% 84.5% | 90.1% 91.5% | 91.7% 91.5%
2-4 weeks 34%  51% | 65% 52% | 3.8% 3.7% | 62% 55% | 33% 3.8% | 6.0% 38% | 3.6% 29% | 3.7% 1.9% | 2.1% 1.6% | 2.0% 1.0%
5-13 weeks 104% 6.6% | 94% 98% | 104% 4.5% | 9.6% 9.1% | 64% 7.1% | 72% 98% | 55% 4.1% | 43% 56% | 2.7% 2.6% | 2.8% 2.0%
14+ weeks 16.6% 21.3% | 25.2% 22.4% | 14.6% 14.6% | 27.0% 26.5% | 13.8% 13.2% | 22.5% 15.7% | 9.8% 8.7% | 10.1% 8.0% | 52% 4.3% | 3.5% 5.4%

Source: 1996 Survey of Income and Program Participation
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Families not meeting the work standard and poor in 1996. For parents of children in
poor families not meeting the work standard in 1996, a group which overlaps extensively
but not exactly with families receiving AFDC/TANF in 1996," the results are similar to
those for families receiving AFDC/TANF. The percentage of single fathers who report
working zero hours per week dropped from 71 percent in 1996 to 29 percent in 1997.
Conversely, the percentage who usually worked full-time increased from 16 percent to 51
percent. Similarly, the percentage of single mothers who usually didn’t work at all
decreased from 64 percent to 55 percent, while the percentage who worked full-time
increased from 14 percent to 25 percent.

In addition to an increase in hours worked per week, there was also an increase in weeks
worked per year. The percentage of single fathers who worked zero weeks per year
decreased from 68 percent to 27 percent, while the percentage who worked 50-52 weeks
per year (full-year) increased from 6 percent to 50 percent. Similarly, the percentage of
single mothers who worked zero weeks per year decreased from 66 percent to 54 percent,
while the percentage who worked full-year increased from 2 percent to 12 percent.

For mothers in two-parent poor families not meeting the work standard in 1996, the
pattern is the same. The percentage of mothers usually working zero hours per week
and/or zero weeks per year decreased significantly, while the percentage of mothers
working full-time and/or full-year increased significantly. For fathers in two-parent
families not meeting the work standard in 1996, there was a significant increase in the
percentage working full-time and full-year but no significant changes in the percentage
not working at all.

Unlike families receiving AFDC/TANF, there is a clear pattern to the changes in weeks
unemployed for poor two-parent families not meeting the work standard. For fathers in
two-parent families, there was a significant increase in the percentage that had zero
weeks of unemployment (from 53 percent to 62 percent) and a significant decrease in the
percentage that had at least 14 weeks of unemployment (from 40 percent to 27 percent).
Similarly, for mothers in two-parent families, there was an increase in the percentage that
had zero weeks of unemployment (from 71 percent to 77 percent) and a decrease in the
percentage that had 5-13 weeks of unemployment.

On the other hand for poor single-parent families not meeting the work standard, there
were virtually no significant changes in weeks of unemployment.

Families meeting the work standard but poor in 1996. Parents who were in working
poor families in 1996 are much less likely to have received AFDC/TANF in 1996 than
parents in poor families not meeting the work standard.” Consequently, they were less
likely to be directly affected by federal welfare reform. Nonetheless, the few significant
changes apparent in the work behavior of working poor parents are in the positive
direction. For example, the percentage of married fathers who report usually working 50-

' In 1996, 64 percent of children in poor single-mother families not meeting the work standard received AFDC
benefits, and 34 percent of children in poor, married-couple families did so.

'8 In 1996, 25 percent of children in single-mother, working poor families and 7 percent of children in married-couple,
working poor families received AFDC.
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52 weeks per year increased from 71 percent to 79 percent, and the percentage of single
mothers who report working full-time increased from 53 percent to 61 percent. Changes
in weeks of unemployment were not significant.

Working families with incomes between 100 percent and 200 percent of the poverty
threshold in 1996. For parents in working families with incomes between 100 percent
and 200 percent of the poverty threshold, there is little change in work behavior that
would be consistent with a response to federal welfare reform. There is a significant
increase in the percentage of married mothers working full-year from 41 percent to 46
percent, but most changes in work behavior are statistically insignificant. There was also
a decrease in weeks unemployed for married fathers.

The fact that the parents in these families show little or no change in work behavior while
the parents in families receiving AFDC/TANF and the parents in poor families not
meeting the work standard (and, to a lesser extent, parents in working poor families) do
show significant increases may be consistent with the increases being due to welfare
reform rather than to the strong economy. However, an alternative hypothesis is that the
strong economy was disproportionately benefiting disadvantaged workers.

Working families with incomes above 200 percent of the poverty threshold in 1996.
Significant changes in work behavior for parents in working families with incomes above
200 percent of the poverty threshold are limited to fathers, and the direction of change is
generally negative, although the changes are small. For example, the percentage of both
married and single fathers working full-year decreased somewhat. This divergence in
behavior between more affluent parents and the less advantaged parents in TANF
families and families not meeting the work standard again may be consistent with the
latter groups of parents reacting to welfare reform (and possibly also the strong economy)
by working more.

Changes in family resources
1996-1997 changes in family resources are reported in Table 5.6.

Families receiving AFDC/TANF in 1996. For children in families receiving TANF in
1996, mean family income rose from $17,289 in 1996 to $19,072 in 1997. This is
consistent with our findings above that parents increased their work effort and also,
possibly, with increased wage rates as well. As a consequence the percentage of children
in these families that were living in extreme poverty (less than 50 percent of the poverty
threshold) decreased from 29 percent to 26 percent, and the percentage living between 50
percent and 100 percent of the poverty threshold decreased from 39 percent to 27
percent. These improvements took place in spite of a decrease in receipt of AFDC/TANF
(which counts as income since it’s cash) from 100 percent to 73 percent.

However, somewhat offsetting these positive changes, the percentage of children in these
families who had health insurance coverage dropped from 96 percent to 89 percent, and
the percentage receiving food stamps (which doesn’t count as income since it’s not cash)
dropped from 93 percent to 80 percent.

Families not meeting the work standard and poor in 1996. For the overlapping group
of children living in poor families not meeting the work standard in 1996, mean income
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rose from $9,234 in 1996 to $12,783—against consistent with the increase in work effort
reported earlier and possibly increased wage rates. Consistent with this increase in
income, the percentage in extreme poverty dropped from 46 percent in 1996 to 38 percent
in 1997, while the percentage living between 50 percent and 100 percent of the poverty
threshold decreased from 54 percent to 41 percent. These improvements took place in
spite of a decrease in AFDC/TANF receipt from 68 percent to 60 percent.

The increase in mean income for this group seems at first glance to be implausibly large.
However, the group whose income is being tracked includes a substantial number of
families whose income increased enough to push them above the poverty line. However,
by definition, it does not include any families for whom a drop in income pulled them
below the poverty line. These are included in the groups that were not poor in 1996. We
have seen earlier in this chapter that there are substantial year-to-year movements both
into and out of poverty, but for this group, we are measuring income change only for
those who stayed in poverty and those who moved out.

Both health insurance coverage and food stamp coverage dropped for this group—from
88 percent to 82 percent for health insurance coverage and from 79 percent to 58 percent
for food stamp coverage.

Families meeting the work standard but poor in 1996. For children in families whose
parents already met the work standard in 1996, family income rose from $12,794 to
$17,479.” The percentage in extreme poverty did not significantly change (between 15
percent and 16 percent), but the percentage in families with incomes between 50 percent
and 100 percent of the poverty threshold decreased from 84 percent to 50 percent. This
improvement occurred in the face of a decrease in TANF receipt from 26 percent to 16
percent.

The percentage of these families with health insurance decreased between 1996 and 1997
from 70 percent to 66 percent, while the percentage receiving food stamps fell from 58
percent to 45 percent.

Working families with incomes between 100 percent and 200 percent of the poverty
threshold in 1996. Family income also increased (from $26,631 to $30,120) for children
in families who met the work standard and whose income was between 100 percent and
200 percent of the poverty threshold in 1996. Since we didn’t observe substantial
increases in hours or weeks worked for parents in this category, it seems most likely that
the increase is due to increased wage rates. TANF receipt fell slightly from 9 percent to
7 percent.

% The reasoning for why this increase is not implausibly large is the same as for the poor families not meeting the
work standard.
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Table 5.6. Percentage of children in families by 1996 TANF receipt, work status, and poverty status,
by mean family income, parental education, family poverty status, health insurance coverage, and
food stamp receipt, 1996 and 1997

il 7 0,
Families Receiving Poor F amilies Not Working Poor Working 100- Working 200%
Meeting the Work o of Poverty and
TANF Families 200% of Poverty
Standard Above

1996 1997 1996 1997 1996 1997 1996 1997 1996 1997

Mean Family Income $17,289 $19,072 $9,234 $12,783 $12,794 $17,479 $26,631 $30,120 $69,135 $70,023
Poverty Status
Extreme Poverty 293%  263% 458% 384% 159% 152%  0.0% 2.3% 0.0% 0.4%
Poor 39.0%  26.8% 542% 41.1% 84.1% 504% 0.0% 114% 0.0% 0.8%
100-199% 23.7%  27.0% 0.0% 17.7%  0.0%  30.0% 100.0% 62.8%  0.0% 8.9%
200% plus poverty 8.1% 9.9% 0.0% 2.9% 0.0% 4.3% 0.0%  23.6% 100.0% 89.9%
Health Insurance coverage 96.4%  89.0% 87.9% 823% 69.8% 65.7% 83.6% 80.7% 97.0% 96.2%
Food stamp receipt 92.8%  80.4% 84.9% 78.7% 57.7% 449% 21.7% 16.0%  3.2% 2.5%
AFDC/TANF receipt 100.0%  72.7% 68.4% 60.3% 26.1% 162%  8.7% 6.5% 1.5% 1.2%

Source: 1996 Survey of Income and Program Participation

Health insurance coverage did not change significantly for these families, but, as with the
preceding group, food stamp coverage decreased from 22 percent to 16 percent.

Working families with incomes above 200 percent of the poverty threshold in 1996.
Unlike the other groups, mean family income did not increase significantly between 1996
and 1997 for children in working families with incomes above 200 percent of the poverty
threshold in 1996. This may be consistent with the strengthening economy primarily
benefiting the earnings of more disadvantaged workers.

Health insurance coverage was nearly universal for this group and did not change
significantly. Conversely, almost none of these families reported receiving AFDC/TANF
or food stamps in either year.

Summary

For families that received AFDC/TANF in 1996 and the overlapping group of poor
families not meeting the work standard, parents generally increased their work effort
between 1996 and 1997—typically both hours worked per week and weeks worked per
year. To a somewhat lesser extent, this was also true of parents in working poor families.
There was little substantial change in work for working families above the poverty line.

Family income rose significantly for children in families receiving TANF in 1996,
families that were poor and did not meet the work standard in 1996, families that were
poor and did meet the work standard in 1996, and working families with incomes
between 100 percent and 200 percent of the poverty threshold in 1996. They did not
change significantly for more affluent working families.
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Food Stamp receipt and health insurance coverage fell between 1996 and 1997 for
families that received AFDC/TANF in 1996 and also both categories of families that
were poor in 1996. Food stamp but not health insurance coverage fell for working
families with incomes between 100 percent and 200 percent of the poverty threshold.
Health insurance coverage for the more affluent working families was nearly universal
and did not change year-to-year, while Food Stamp receipt was virtually non-existent
among these families in both years.
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Chapter 6. Analysis of the sensitivity of results to the definition
of poverty

The results presented in Chapter 4 used the official definition of poverty. This definition
counts as economic resources only pre-tax money income. Thus, it does not include in-
kind transfers including Food Stamps, housing assistance, energy assistance, etc. It does
not subtract income or payroll taxes, even though these taxes may reduce or increase (via
the Earned Income Tax Credit) the amount of money that families have to purchase
goods and services. The official poverty definition also fails to take into account work-
related expenses such as paid child-care expenses and commuting expenses.

Addressing all or most of the problems of the official poverty definition, as was
attempted by the National Research Council (National Research Council, 1995), was
beyond the scope of this project. Instead, we focused on making several key adjustments
that would have the effect of measuring the economic wellbeing of children in working
families and children in families not meeting the work standard on a more equal footing.

The alternative poverty definition

Our alternative poverty definition is different in two key respects from the official
definition:

1. We add the dollar value of the Earned Income Tax Credit (EITC), food stamps,
energy assistance, housing assistance, and school lunch program to each family’s
income to obtain a more comprehensive measure of gross economic resources.

2. We subtract from gross economic resources three key work-related expenses
including the family’s federal income and payroll tax liability and the family’s
estimated child-care expenses to obtain a measure of the family’s net economic
resources. For married-couple families, child care expenses are considered
deductible only up to the value of the earnings of the lesser earning spouse.

Under this alternative definition, we define a family as poor if its net economic resources
are less than the official poverty threshold.

As should be clear from the preceding paragraphs, this definition does not take into
account all of the issues raised by critics of the official poverty definition. However, it
addresses some of the major shortcomings of the official measure, and, for purposes of a
study of children in working poor families, it puts children in working families and
children in families not meeting the work standard on a more equal footing. *

As shown in Chapter 4, working families are less likely than families not meeting the
work standard to receive Food Stamps. Moreover, working families are more likely than
families not meeting the work standard to pay a substantial amount of federal payroll
taxes and child-care expenses. On the other hand, working families are more likely to be

20 Other problems with the official poverty definition have also been identified (National Research Council, 1996).
These include the lack of adjustments for geographic differences in housing costs and the rental value of owner-
occupied housing, the absence of a connection between the poverty threshold and the overall standard of living,, and its
failure to take into account publicly provided health insurance (especially Medicare and Medicaid).
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eligible for substantial refundable tax credits under the Earned Income Tax Credit.”
Thus, taking into account just Food Stamps, federal payroll taxes and child care
expenses, working families are likely to have lower net economic resources with the
alternative poverty definition than under the official definition. However, when the
effect of the Earned Income Tax credit is taken into account as well, net economic
resources might be either higher or lower than under the official definition of poverty.

Families not meeting the work standard are likely to have higher net economic resources
under the alternative poverty definition. This is because their Food Stamp allotment will
be counted as part of net economic resources, their earnings (if any) are likely to generate
an earned income tax credit, which will further increase their net economic resources,
and they are less likely to have substantial child care expenses.

If a family’s ability to pay for goods and services for their children is an appropriate
yardstick to measure child economic wellbeing, then the alternative poverty definition
puts working families and families not meeting the work standard on a more equal
footing than does the official poverty definition. This is because it is based on a family’s
income after federal payroll and income taxes and after child-care expenses. Thus,
when the impact of welfare reform on children’s economic wellbeing is assessed, the
alternative poverty definition does a better job than the official poverty definition of
measuring whether children are economically better off when their parents increase their
work effort in response to the work requirements of TANF.

Imputing child care expenses

Unfortunately, as noted earlier, the Current Population Survey (CPS) does not collect
information on child care expenses. However, the 1996 Survey of Income and Program
Participation (SIPP) does—along with many variables which it has in common with the
CPS. Thus, in order to be able to take child care expenses into account when calculating
a family’s net economic resources, we imputed child care expenses onto each family’s
record using statistical relationships estimated using SIPP. The model is based on a
specification developed by the U.S. Census Bureau (Short et al., 1999).

Results

In this section, we focus on results using our alternative poverty definition for 1995 and
2000—the same period analyzed for the official poverty definition. As shown in Figure
6.1 (and Figure 4.1), employing the alternative poverty definition instead of the official
poverty definition decreases the percentage of children in poverty from 15 percent to 14

?IThe generosity of the Earned Income Tax Credit has increased dramatically between 1987 and 2002. In 1987, the
maximum earned income tax credit was $851, which was paid to families whose earnings were between $6,080 and
$6,920. The credit was phased out gradually as earnings increased beyond $6,920 and fell to zero when earnings
reached $15,432.

By 2001, the maximum earned income tax credit was $2,428 for a family with one child and $4,008 for a family with
more than one child. The maximum credit was paid within the income range of $7,100 and $13,000 for a family with
one child and within the income range of $10,000 and $13,000 for a family with more than one child. The phase-out

points for earnings were $28,250 for a family with one child and $32,100 for a family with more than one child.
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Figure 6.1. Among all children, percentage living in poverty (using the
alternative poverty definition): all families, families meeting the work standard,
and families not meeting the work standard, 1995-2000
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percent in 2000 and from 20 percent to 18 percent in 1995. These differences are both
statistically significant.

Similarly, among families not meeting the work standard, the percentage of children who
were living in poor families is significantly lower (48 percent versus 54 percent in 2000
and 56 percent versus 62 percent in 1995) using the alternative poverty definition. For
working families, there was a small but statistically significant difference in the
percentage of children who were poor. Family resources for children in working families
were probably less affected by the change in definition because their families are less
likely to receive Food Stamps and other noncash benefits. Also, for working families
near the poverty line, the Earned Income Tax Credit would tend to reduce the likelihood
of poverty, while the deduction for child care expenses would increase it.”

When children in married-couple families are considered separately, the differences in
the 2000 and 1995 poverty rates are not significantly different from the rates using the
official poverty definition. However, the differences in both 2000 (36 percent poor
versus 31 percent poor) and 1995 (46 percent versus 40 percent) for children in single-
mother families are statistically significant. Moreover, there are also statistically
significant differences in the percentage that are poor in single-mother families for

22 About 80 percent of children living in married-couple, poor families not meeting the work standard receive Food
Stamps, compared with about 50 percent of children in married-couple families who meet the work standard (see Table
6.7). For children in single-parent families, the corresponding statistics are 94 percent and 81 percent.
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Table 6.1. Using the alternative poverty definition, the number of children (thousands)
living in poor families and as a percentage of all children by family structure and

whether hours worked by parents met the work standard, 1995-2000

1995 1996 1997 1998 1999 2000
All families 12,590 12,350 12,320 11,370 10,540 9,971
Working 3,917 3,899 4,163 4,142 4,158 4,214
Not meeting work std 8,670 8,452 8,156 7,232 6,382 5,757
Married-couple families 4,197 3,974 4,074 3,719 3,718 3,504
Working 2,307 2,262 2,458 2,363 2,334 2,297
Not meeting work std 1,890 1,712 1,615 1,357 1,384 1,207
Single-mother families 6,725 6,529 6,461 6,110 5,249 4,806
Working 1,375 1,363 1,426 1,597 1,660 1,696
Not meeting work std 5,350 5,167 5,035 4,513 3,588 3,111
1995 1996 1997 1998 1999 2000
All families 18% 18% 17% 16% 15% 14%
Working 7% 7% 7% 7% 7% 7%
Not meeting work std 56% 56% 56% 53% 50% 48%
Married-couple families 9% 8% 8% 8% 8% 7%
Working 5% 5% 6% 5% 5% 5%
Not meeting work std 46% 43% 46% 41% 44% 44%
Single-mother families 40% 39% 39% 36% 33% 31%
Table 6.3. Using the alternative poverty definition, the percentage of children
living in poor families, by whether the hours worked by parent(s) met the work
standard, family structure, and the educational attainment of better educated
parent, 1995-2000
1995 1996 1997 1998 1999 2000
Working
Married-couple
Less than 12 years 24% 26% 23% 20% 23% 23%
12 years 7% 6% 8% 8% 8% 7%
13-15 years 4% 4% 4% 4% 3% 3%
At least 16 years 1% 2% 2% 2% 1% 2%
Single-mother
Less than 12 years 30% 27% 32% 34% 36% 35%
12 years 17% 18% 20% 19% 16% 20%
13-15 years 11% 11% 9% 10% 12% 9%
At least 16 years 5% 3% 3% 2% 3% 2%
Not meeting work standard
Married-couple
Less than 12 years 61% 57% 62% 55% 54% 62%
12 years 46% 44% 45% 42% 52% 47%
13-15 years 37% 34% 38% 38% 38% 38%
At least 16 years 30% 30% 31% 19% 25% 26%
Single-mother
Less than 12 years 75% 78% 79% 78% 70% 64%
12 years 70% 68% 69% 68% 63% 62%
13-15 years 56% 58% 57% 53% 56% 55%
At least 16 vears 45% 38% 31% 45% 29% 39%

Source: March Current Population Survey, 1996-2001.




Table 6.4. Using the adjusted poverty measure, among children living in poor families,
the percentage whose parent(s) met the work standard, by race/ethnicity and family

structure, 1995-2000

All races/ethnicities 1995 1996 1997 1998 1999 2000
All types of families 31% 32% 34% 36% 39% 42%
Married couple families 55% 57% 60% 64% 63% 66%
Single mother families 20% 21% 22% 26% 32% 35%

White non-Hispanic
All types of families 37% 36% 38% 40% 42% 46%
Married couple families 57% 58% 63% 62% 63% 68%
Single mother families 24% 26% 24% 29% 34% 36%

Black non-Hispanic
All types of families 20% 22% 23% 27% 30% 34%
Married couple families 37% 52% 50% 69% 54% 52%
Single mother families 20% 19% 22% 24% 32% 38%

Asian non-Hispanic
All types of families 30% 21% 41% 34% 54% 46%

Hispanic
All types of families 36% 38% 39% 42% 44% 46%
Married couple families 61% 63% 63% 68% 66% 70%
Single mother families 16% 17% 20% 25% 27% 28%

Source: March Current Population Survey, 1996-2001.

As shown in Tables 4.4 and 6.4, use of the alternative poverty definition also has little
effect on the share of children living in poor families accounted for by working families.
Looking at poor children as a whole, there is no statistically significant difference

between the standard and the alternative definitions. In 2000, 42-43 percent of poor

Table 6.5. Using the alternative poverty measure, among children living in poor
families, the percentage whose parent(s) met the work standard, by family

structure and parental education, 1995-2000

1995 1996 1997 1998 1999 2000
Married-couple
Less than 12 years 50% 57% 53% 58% 64% 68%
12 years 56% 53% 63% 65% 64% 65%
13-15 years 61% 59% 65% 64% 58% 59%
At least 16 years 58% 60% 63% 76% 64% 71%
Single-mother
Less than 12 years 14% 11% 15% 20% 27% 32%
12 years 23% 26% 29% 30% 33% 40%
13-15 years 27% 30% 23% 33% 38% 33%
At least 16 vears 27% 26% 35% 19% 31% 22%

Source: March Current Population Survey, 1996-2001.
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Table 6.6. Using the alternative poverty definition, children in poor families not meeting
the work standard, working poor families, and other working families, by family structure,

by race/ethnicity, parental education, and average hourly wage rate, 2000

Poor Families Not
Meeting the Working Poor  100-200%  200% and

Work Standard Families poverty above
Family structure
Married-couple 21% 55% 69% 85%
Single-mother 55% 40% 26% 11%
Single-father 6% 5% 5% 4%
Other 17% 0% 0% 0%
Race/ethnicity
White non-Hispanic 36% 42% 53% 76%
Black non-Hispanic 32% 22% 18% 10%
Asian non-Hispanic 3% 4% 4% 5%
Hispanic 26% 30% 23% 9%
Family structure and parental education
Married and education less than 12 years 31% 34% 15% 2%
Single mother and education less than 12 years 37% 32% 15% 7%
Family structure and average hourly wage rate
Married
Less than $5 per hour 17% 41% 9% 2%
$5 - $6.99 per hour 23% 22% 13% 3%
$7 - $9.99 per hour 29% 27% 24% 6%
At least $10 per hour 31% 10% 54% 89%
Single mother
Less than $5 per hour 30% 45% 7% 3%
$5 - $6.99 per hour 28% 24% 17% 6%
$7 - $9.99 per hour 20% 24% 37% 12%
At least $10 per hour 21% 8% 39% 78%

Source: March 2001 Current Population Survey.

children live in families meeting the work standard. Similarly, there is no significant
difference using the two different definitions in 1995. Children in working families
account for just over 30 percent of poor families in 1995. The apparent difference in the
percentage of children in single-mother families meeting the work standard under the
alternative definitions is not statistically significant.

Just as in our previous analysis, children in poor, married-couple families are
significantly more likely than children in poor, single-parent families to have a parent(s)
meeting the work standard, as shown in Table 6.4. This finding holds across all four
racial/ethnic groups. In fact, over two-thirds of white non-Hispanic and Hispanic
children living in poor married-couple families have parents that meet the work standard.

Other findings reported earlier (e.g, educational differences, differences in health
insurance coverage, receipt of public assistance, home ownership, auto ownership, etc.,
between children in working poor families and children in families not meeting the work
standard) are essentially unchanged as a result of using the alternative poverty definition.
Consequently, they are not reported in detail here. However, the results are presented in
Tables 6.6 and 6.7 for completeness.
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Table 6.7. Children in poor families not meeting the work standard, working poor families,
and other working families, by family structure, by receipt of AFDC and Food Stamps,

health insurance coverage, home ownership, 2000

Poor Families Not

Meeting the Working Poor 100-200% 200% and
Work Standard Families poverty above
Married-couple families
Received AFDC 22% 6% 2% 0%
Received Food Stamps 45% 18% 7% 0%
Health insurance coverage 71% 69% 86% 96%
Home ownership® 27% 54% 64% 88%
Single-mother families
Received AFDC 40% 12% 6% 2%
Received Food Stamps 60% 39% 18% 4%
Health insurance coverage 84% 86% 85% 88%
Home ownership 21% 23% 34% 63%
Source: March 2001 Current Population Survey.
*As of March 2001

Thus, although use of the alternative poverty definition changes the percentage of
children in poverty—in some cases significantly—the patterns described in earlier
chapters remain intact.

Summary

In this chapter, we have defined poverty differently and tested the sensitivity of our
analysis of children in working poor families to using this alternative definition instead of
the official poverty definition. More specifically, we have defined economic resources to
include not just pre-tax money income but also the value of Food Stamps and other non-
cash benefits and any refundable earned income tax credit received by the family. We
have also excluded from economic resources any positive federal payroll or income tax
liability and child care expenses. However, we have continued to use the poverty
thresholds of the official poverty definition.

Using this definition results in 18 percent of children being classified as poor in 1996 and
14 percent in 2000. These percentages are slightly lower than the percentage classified
as poor using the official definition (20 percent in 1995 and 15 percent in 2000).
Moreover, the 1993-1994 decline in the alternative poverty rate is statistically significant.

However, use of the alternative poverty definition has little effect on the share of poor
children living in working families. Moreover, findings reported in earlier chapters
comparing working poor families with other poor families and other working families
(e.g., differences in parental education, receipt of public assistance, health insurance
coverage, etc.) are essentially unchanged.

In other words, use of the alternative poverty definition has noticeable effects on the /eve/
of poverty but not on the patterns of poverty.
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Chapter 7. The well being of children in working poor families
and other families

In addition to measuring income and poverty status, the 1996 Survey of Income and
Program Participation (SIPP) contains (1) variables that measure how well a child is
developing and (2) variables that have been shown to be associated with how well a child
is likely to develop. These variables are some of those developed by Child Trends for
SIPP and the Survey of Program Dynamics to study the implications of welfare reform
for children.

The first section of this chapter uses these measures to contrast how well children in
working poor families are developing compared with (1) children in poor families not
meeting the work standard, (2) children in working families with incomes between 100
percent and 200 percent of the poverty line, and (3) children in more affluent working
families (over 200 percent of the poverty line). This analysis permits us to assess
whether children in working poor families are likely to develop differently from other
children.

The second section of the chapter uses these same measures to contrast how well children
are developing in two key groups—those whose families received AFDC in 1996 but did
not receive TANF in1997 (termed “leavers”) and those who received AFDC/TANF in
both years (termed “stayers”). This period encompasses 1996, the year prior to federal
welfare reform, and 1997, the year in which. federal welfare reform was implemented.*
If we assume that families that succeed in leaving welfare are less likely than families
staying on welfare for both years to have substantial pre-existing problems that could
slow down child development, then we would expect to see more favorable child-
wellbeing results for the children in leaver families than for children in stayer families.

If, in fact, we observe that children in leaver families have /ess favorable results than
children in stayer families, it is possible that the transition off of welfare may be having
adverse effects on the children in leaver families. However, since the two groups are
self-selected, this analysis can’t establish any causal relationship between leaving welfare
and child wellbeing.

SIPP variables that measure how well a child is developing include a health measure, two
cognitive measures, and a behavior measure:

e Overweight status of the child,
e  Whether the child has been identified as a gifted student;
e  Whether child has ever repeated a grade; and

e  Whether child has ever been suspended or expelled from school.

** More precisely, the periods we are contrasting are the first 12 months of observations for each of the four SIPP
rotation groups in 1996 with the corresponding period one year later. For three of the rotation groups, the last 1-3
months of the first year’s data extend into the early part of 1997. Unfortunately, the scheduling of the 1996 SIPP
(unlike the 1993 SIPP) precluding obtaining data for all 12 months of 1996 for all four rotation groups.
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SIPP variables that have been shown to be associated with how well a child is likely to
develop include both family-level variables and variables reflecting the child’s
interaction with the broader community. Family variables include:

e Rules on watching television;

e Whether child eats meals together with mother and father;

e Parental aggravation (e.g., feeling angry, child is hard to care fore, etc.);
e Father’s involvement with child;

e Whether child has ever lived apart from parents; and

e Parents’ expectations for the child’s education.

Variables indicating involvement in non-family activities include:
e Child’s participation in extra-curricular activities;

e Child’s engagement in school;

e Child’s receipt of child care services;

e Child’s enrollment in private school;

e Child’s enrollment in in religious school; and

e Parents’ attitude towards their community.

Each of these groups of measures will be discussed in turn along with results.

Variables measuring how well the child is developing

Overweight status. Overweight children are more likely than other children to develop
type 2 diabetes, cardiovascular problems, orthopedic abnormalities, gout, arthritis, and
skin problems (Gidding et al., 1996). Moreover, overweight children are more likely
than other children to become overweight adults, who face such problems as reduced
productivity, social stigmatization, high costs for health care, and early death (U.S.
Department of Health and Human Services, 2001Db).

Children are considered to be overweight if their body-mass index is at the 95™ percentile
or greater.

Gifted status. Analysis of white, black, and Hispanic, elementary school students found
that minority students in gifted programs scored significantly higher on achievement
measures than minority students in regular classrooms (Cornell, 1995). Our measure the
percentage of children participating in educational programs for gifted and talented
students.

Repeated a grade. Children who have repeated kindergarten or a primary grade fall
behind both academically and socially compared with students who have been promoted.
Children who have repeated a grade in secondary school have lower cognitive
achievement and much higher rates of school dropout (Heubert & Hauser, 1999).
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School suspension or expulsion. Students who feel “cared for by people at their school
and feel like part of a school” are less likely than other students to use illegal drugs,
engage in violent activities, or become sexually active at an early age. Such “school
connectedness” is lower in schools that suspend students for infractions such as alcohol
possession and lower still in schools that expel students permanently for the first
infraction (McNeely, Nonnemaker, & Blum, 2002).

Variables associated with how well a child will develop

In this section, we focus on variables associated with how well a child will develop.
They are divided into two major categories—those measuring the home environment and
those measuring how the child and the child’s family are interacting with the broader
community.

Variables measuring the home environment

Television rules. Excessive television viewing has been associated with lower scores on
reading tests, reduced readiness for school, and a higher incidence of aggressive acts
(Zaslow, Halle, Zaff, Calkins, & Margie, 2000). We have measured the degree to which
television viewing is under parental control through the use of a scale that measures the
number of rules which parents employ. The scale varies from zero (no rules at all) to
three (three different types of rules).

Meals with parents. The amount of time a child spends with their parents is important.
For example, time spent together by parents and their children is positively associated
with the amount of education a child receives later in life (Haveman & Wolfe, 1994).
Moreover, frequent father-child interactions have been associated with the child
experiencing a greater sense of self-control, social competence, and ability to empathize
(Hofferth, Pleck, Stueve, Bianchi, & Sayer, 2001; Lamb, 1997). We have constructed
two scales varying from 0-14, which measure the total number of breakfasts and dinners
a child eats with each of the child’s parents.

Parental aggravation. Child Trends has constructed an index varying from 0-12 based
on responses to four questions about whether the child is perceived by the parents as
“harder to care for than other children,” doing “things that really bother me,” requiring
the parent to “giv[e] up more of my life to meet my child’s needs than I ever expected,”
and making them feel angry with the child. Children whose parents are highly
aggravated are more likely than other children to have both cognitive and socioemotional
problems (McGroder, 2000). Higher values for the index indicate lower levels of
aggravation.

Father involvement. As stated earlier, frequent father-child interactions have been
associated with the child experiencing a greater sense of self-control, social competence,
and ability to empathize. We have constructed an index of father involvement which
varies from 0-12 based on responses to three questions concerning the degree to which
the father interacts with, has expectations for, and praises his child. Higher index values
indicate a higher level of involvement.
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Living apart from parents. Any separation of a child from his or her primary caregiver
can traumatize a child and has been linked with poor academic performance and teenage
pregnancy (Aquilino, 1996; Bowlby, 1973; Wu, 1996).

Variables measuring interaction with the community

Participation in extracurricular activities. Involvement in activities outside of school
has been associated with a reduced risk of children being involved in delinquent
activities, as well as greater academic success, higher self-esteem, and greater community
involvement as adults (Eccles & Barber, 1999; Mahoney, 1997). We have constructed an
index of extracurricular involvement based on responses to questions about participation
in sports teams, music, dance, language, computers or religion, and clubs or other
organizations. The index ranges from 0-3 with a higher value indicated greater
involvement.

School engagement. Children and youth with high levels of school engagement score
higher on tests, have better attendance records, and more likely to advance from one
grade to the next (Ehrle, Moore, & Brown, 1999). Moreover, teenagers with a high level
of school engagement are less likely to get pregnant (Manlove, 1998).

We have constructed an index of the child’s engagement in school based on the parent’s
view of whether the child likes to go to school, is interested in school work, and works
hard in school. The index ranges from 0-6 with higher values indicated higher levels of
involvement.

Parental attitudes towards the community. Parents were asked questions in two
categories—one category reflecting positive views and one category reflecting negative
views. We have constructed an index of positive views towards ones community based
on responses to questions concerned with whether people in the neighborhood “help each
other out,” whether they “watch out for each other’s children,” whether there are “people
I can count on,” whether there are adults a parent could count on to “help my child,” and
whether there are “safe places in this neighborhood for children to play outside.” The
1997 index can range from 0 to 20 with higher scores indicating a more positive attitude.
The 1994 index is not comparable to the 1997 index even though it is based on the same
set of questions® and varies between 0 and 10.

We have constructed an index of negative view towards one’s community based on
responses to questions concerned with whether the parent “keep[s] my child inside as
much as possible because of the dangers in the neighborhood,” and whether “there are
people in the neighborhood who might be a bad influence on my child.” The 1997 index
can range from 0 to 8 with higher scores indicating a more positive view of the
neighborhood. Like the positive index, the negative attitude index for 1994 is not
comparable to the 1997 index and varies between 0 and 10.

Use of child care services. The associations between use of child care services and child
development are complex. There is evidence that participation in quality preschool

%5 The reason for the noncomparability is that the 1994 index is based on questions to which the possible responses
ranged from zero to 10, while the 1997 is based on responses that ranged from zero to 4.
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programs at ages 3 and 4 promotes cognitive development and gets children off to a good
start in school (National Institute of Child Health and Human Development, 2002).
However, there is also evidence that spending substantial amounts of time away from
parents during infancy may be associated with behavior problems at age 2 (although
these problems disappeared by age 3) (National Institute of Child Health and Human
Development, 2002).

Attendance at kindergarten and private and religious schools. In a study of students in
the Philadelphia public schools, research found that students who attended full-day
kindergarten were 2.2 times as likely to be on grade level by third grade as students who
did not attend kindergarten, after controlling for age, sex, and neighborhood poverty.
Similarly, students who attended half-day kindergarten were 70 percent more likely to on
grade level (Del Gaudio Weiss & Offenberg, 2001). Full-day kindergarten was also
associated with higher achievement in reading, mathematics, and science, as well as
grade point average and attendance.

Results

We present our results first by work and poverty status and then by whether the family
remained on TANF or left.

Results by work and poverty status

The analysis for 1997 presented here permits us to assess whether children in working
poor families are likely to develop differently from other children. Where available, we
also provide the same or similar measures for 1994.

Table 7.1. Percentage of children by overweight status, gifted student status, grade
repetition status, and school suspension/expulsion status of children by family work
and poverty status, 1997

Poor families

. Working poor Working families, =~ Working familic
not meeting

work standard families 100-199% poverty >200% povert
Overweight 6% 8% 6% 5%
Gifted student 12% 9% 13% 20%
Repeated a grade 13% 11% 10% 6%
Suspended/expelled from school 19% 16% 12% 9%

Source: 1996 Survey of Income and Program Participation

Overweight status. As shown in Table 7.1, children in working poor families were
significantly more likely than other children to be overweight. In 1997 8 percent of
children in working poor families were overweight. This is higher than the
corresponding percentages for children in poor families not meeting the work standard (6
percent), working families with incomes between 100 percent and 200 percent of the
poverty threshold (6 percent), and more affluent working families (5 percent).
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Gifted status. As shown in Table 7.1, in 1997 children in working poor families have a
significantly lower likelihood of being identified as gifted than either children in poor
families not meeting the work standard or children in working families with incomes
above the poverty threshold. Only 9 percent of children in working poor families have
been identified as gifted. In contrast, 12 percent of children in poor families not meeting
the work standard, 13 percent of children in working families with incomes between 100
percent and 200 percent of the poverty threshold and 20 percent of children in more
affluent working families have been identified as gifted.

Repeated a grade. As shown in Table 7.1, in 1997 the percentage of children who have
repeated a grade is similar (10-13 percent) for children in working poor families, children
in poor families not meeting the work standard, and children in working families.
However, only 6 percent of children in more affluent working families have repeated a
grade.

School suspension or expulsion. As shown in Table 7.1, in 1997 the likelihood of a
school suspension or expulsion decreases as income increases. Sixteen percent of
children in working poor families have either been suspended or expelled from school.
This percentage is not significantly different than for children in poor families not
meeting the work standard (19 percent), but significantly higher than for children in
working families with incomes between 100 percent and 200 percent of the poverty line
(12 percent), and children in more affluent working families (9 percent).

Summary for variables measuring how well the child is developing. According to the
limited number of indicators measuring how well a child is developing, children in
working poor families generally appear to fare worse than children in more affluent
working families in all three domains—health, cognitive development, and behavior.
Moreover, children in working poor families are less likely than children in poor families
not meeting the work standard to be identified as gifted and more likely to be overweight.

Television rules. As shown in Table 7.2, in 1997 the mean value of the television rules
scale was in the range of 2.14 to 2.20 for all four groups of children. The slight
difference in the score for children in working poor families and the scores for the other
three groups is not statistically significant. In 1994 the range of variation was similarly
small and not significantly different from 1997.

Meals with parents. As shown in Table 7.2, in 1997, the weekly number of meals with
mother was lowest (9.61) for children in working poor families. This value is
significantly lower than the corresponding values for children in poor families not
meeting the work standard (10.04) and children in working families with incomes above
twice the poverty threshold (9.83).

However, the pattern is somewhat different for meals with father. Similar to results for
eating with mother, children in working poor families eat fewer meals per week with
father (8.42) than children in poor families not meeting the work standard (8.97).
However, children in working poor families eat significantly more meals with father than
children in working families with incomes at least twice the poverty threshold (7.97).
This suggests a tradeoff between fathers’ eating meals with their children and success in
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income-earning activities—although the difference in meals eaten together is relatively

small.

Parental aggravation. As shown in Table 7.2, the mean value of the parental
aggravation index for parents of children in working poor families is 9.32, which is
slightly but significantly lower than for working families with incomes between 100
percent and 200 percent of the poverty threshold (9.49) and more affluent working

Table 7.2. Selected family measures related to how well a child is likely

to develop, 1997 and 1994

1997
Poor families . . o . -
Index not meeting Workn.lg. poor  Working families, Working famili
families 100-199% poverty >200% povert
(range) work standard
Television rules (0-3) 2.16 2.14 2.20 2.16
Meals with mother (0-14) 10.04 9.61 9.79 9.83
Meals with father (0-14) 8.97 8.42 8.30 7.97
Parental aggravation (0-12) 9.19 9.32 9.49 9.48
Father involvement (0-12) 7.85 7.61 7.85 8.15
Maternal involvement (0-12) 8.56 8.61 8.79 9.03
Living apart from parents
Has lived apart from parents 5% 6% 6% 5%
Father's educational
expectations for child
Leave School Before Graduation 18% 13% 7% 3%
Graduate from high school 13% 13% 10% 5%
Get some college experience 52% 57% 62% 61%
Graduate from College 18% 18% 21% 31%
1994
Poor families . . - . .-
Index not meeting Worklgg poor Workln% families, Work1101g famili
(range) work standard families 100-199% poverty >200% povert
Television rules
(0-3) 2.13 2.12 2.15 2.18
Living apart from parents
Has lived apart from parents 3% 2% 2% 2%

Sources: 1996 and 1993 Surveys of Income and Program Participation

families (9.48). This means a higher level of parental aggravation for working poor

parents.

The small difference between parents of children in working poor families and parent of
children in poor families not meeting the work standard is not statistically significant.
Thus, parental aggravation seems to be somewhat more pronounced among poor families
than among non-poor families.



Parental involvement. As shown in Table 7.2, the father involvement score for children
in working poor families (7.61) was lower than each of the other three groups—showing
children in working poor families at a distinct disadvantage for this measure. The mother
involvement score for children in working poor families (8.61) was lower than for
children in working families with incomes between 100 percent and 200 percent of the
poverty threshold (8.79) and children in more affluent working families (9.03).

Living apart from parents. As shown in Table 7.2, the percentage of children who have
lived apart from their parents ranges between 5 percent and 6 percent with no significant
differences across the four groups.

Father’s educational expectations for child. As shown in Table 7.2, fathers of children
in poor families (both working and not meeting the work standard) had substantially
lower expectations for their children’s education. Nearly one in five fathers of children
in poor families not meeting the work standard expected their child to drop out before
graduating from high school. For fathers of children in working poor families, the
percentage was somewhat lower—13 percent. However, only 7 percent of fathers of
children in working families with incomes between 100 percent and 200 percent of the
poverty threshold and 3 percent of fathers in more affluent working families held these
expectations. Conversely, fathers in more affluent families were much more likely than
their counterparts in poor families to expect their children to graduate from college.

Summary for variables measuring the home environment. For meals with father,
parental involvement, parental aggravation, and father’s educational expectations for his
child, children in working poor families appear to be at a disadvantage compared with at
least one other group. On other measures of the home environment, we have observed
little difference between children in working poor families and other children.

Participation in extracurricular activities. Children in poor families are less likely than
families with higher incomes to participate in extracurricular activities. As shown in
Table 7.3, the mean values of the index are 0.57 and 0.58 for children in poor families not
meeting the work standard and children in working poor families, respectively.

However, the value of the index is substantially higher for children in working families
with incomes between 100 percent and 200 percent of the poverty threshold (.77) and
higher still (1.18) for children in working families with incomes above 200 percent of the
poverty threshold. These differences are statistically significant.

Results for 1994 follow the same pattern across the different types of families. However,
the level of participation for children in working families with incomes at least twice the
poverty line was higher in 1994 than in 1997. Participation did not change significantly
for the other three groups.

School engagement. As shown in Table 7.3, the mean value for the school engagement
index varies insignificantly between 4.70 and 4.79 across the poor and near-poor groups.
However, children in working families with incomes above twice the poverty line have
significantly higher school engagement (4.96).

Parental attitudes towards the community. As shown in Table 7.3, the parents of
children in working poor families scored significantly higher on the positive index of
attitudes towards the community (13.44) than poor families not meeting the work
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standard (12.55). However, they scored significantly lower than children in working

families with incomes higher than 200 percent of the poverty threshold (14.73). The
difference between children in working poor and working near-poor families was

marginally significant.*

The non-comparable 1994 version of this index follows the same pattern across the four

groups.

As shown in Table 7.3, a similar pattern emerged for the negative index of attitudes
towards the community. The mean value was 3.79 for children in poor families not

Table 7.3. Selected community measures related to how well a child is likely
to develop, 1997 and 1994

1997

Poor families
Index not meeting
work standard

Working poor  Working families, Working famili
families 100-199% poverty >200% povert

(range)
Extracurricular activities (0-3) 0.57 0.58 0.77 1.18
School engagement (0-6) 4.70 4.75 4.79 4.96
Parent's positive attitude toward
community (0-20) 12.55 13.44 13.66 14.73
Parent's negative attitude toward
community (0-8) 3.79 4.18 4.30 4.96
Child care services
Ever received services 29% 31% 35% 47%
Age child care first provided
0-3 months 14% 11% 18% 27%
4-6 months 9% 11% 10% 15%
7-11 months 4% 3% 5% 6%
12-17 months 8% 6% 8% 7%
18-23 months 4% 4% 5% 5%
24 or more months 61% 65% 54% 41%
School attendance
Ever attended kindergarten 83% 83% 85% 89%
Enrolled in private school 4% 4% 7% 13%
Religious affiliation 2% 3% 5% 10%
1994
Index
(range)
Extracurricular activities (0-3) 0.54 0.58 0.81 1.28
Parent's positive attitude toward
community (0-10) 5.38 6.10 6.53 7.19
Parent's negative attitude toward
c()mmunity (O-]O) 4.72 5.64 6.52 7.52

Sources: 1996 and 1993 Surveys of Income and Program Participation

%% By marginally significant, we mean the difference was significant at the .10 level but not at the .05 level.
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meeting the work standard, 4.18 for children in working poor families, 4.30 for children
in near-poor working families, and 4.96 for children in more affluent working families.
The value of the index for working poor families is significantly higher than for poor
families not meeting the work standard and significantly lower than for both groups of
more affluent working families.

The non-comparable 1994 version of this index follows the same pattern across the four
groups.

Use of child care services. When compared with more affluent working families,
children in working poor families and poor families not meeting the work standard are
less likely to ever receive child care services, and, among those that do, likely to receive
it at a later age. As shown in Table 7.3, children in poor families—both those in working
families and those in families not meeting the work standard—are much less likely (29-
31 percent) than children in working families with incomes above twice the poverty
threshold (47 percent) to ever receive child care services. Among children in working
poor families who do receive child care, the percentage who first receive child care
services during the first and second three months of life (when receipt of child care may
be problematic) is substantially lower than for children in working families with incomes
above two times the poverty threshold. Only 11 percent of such children in working poor
families first received child care during the first three months, compared with 27 percent
of children in working families with incomes above twice the poverty line. During the
next three months 11 percent of children ever receiving care and in working poor families
first received child care, compared with 15 percent of children ever receiving care and in
working families with incomes above twice the poverty line. By age 9 months, only one-
quarter of such children in working poor families had received child care expenses, but
nearly one-half of such children in more affluent families had done so.

Conversely, 65 percent of working poor children ever receiving care first received child
care at ages 24 months or older, compared with 41 percent of children in families with
income at least twice the poverty line.

Although there are some noticeable differences in the precise times at which children
first received child care in 1994, the pattern is the same. Children in poor families begin
to receive child care services significantly later than children in families with incomes at
least twice the poverty line.

Attendance at kindergarten and private and religious schools. Children in working
families with incomes above the poverty threshold are more likely than children in
working poor families or children in poor families not meeting the work standard to have
attended kindergarten, private school, or a school with a religious affiliation. As shown
in Table 7.3, 83 percent of children in working poor families and poor families not
meeting the work standard ever attended kindergarten. In contrast, 85 percent of children
in near-poor families and 89 percent of children in working families with incomes over
twice the poverty threshold have done so. The corresponding statistics for enrollment in
private school are 4 percent, 7 percent, and 13 percent, respectively. Only 2 percent of
children in poor families not meeting the work standard and 3 percent of children in
working poor families are enrolled in schools with a religious affiliation. In contrast, 5
percent of children in near-poor working families, and 10 percent of children in working
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families with incomes over twice the poverty line are enrolled in schools with a religious
affiliation.

Summary for variables measuring interaction with the community. We have observed
several differences in the degree of interaction with their community among children in
working poor families versus other children. Children in working poor families were less
likely than more affluent working families to participate in extracurricular activities.
However, differences in school engagement were not statistically significant. Parents in
working poor families were less likely than parents in more affluent working families to
hold positive attitudes towards their community and more likely to hold negative views.
Finally, children in working poor families were less likely than children in more affluent
working families to receive child care services at an early age, to attend kindergarten,
private school, and religious school. Thus, with the exception of school engagement, the
degree of interaction of working poor families (and other poor families) was less than for
working families with incomes at twice the poverty threshold.

Results by TANF leaver/stayer status

Overweight status. As shown in Table 7.4, in 1997 among children whose families left
welfare 7 percent were overweight. This is not significantly different from the
corresponding percentage for children whose families stayed on welfare (5 percent).

Gifted status. As shown in Table 7.4, in 1997 10 percent of children whose families left
welfare and 10 percent of children whose families stayed on welfare were identified as
gifted. Thus, there is no difference for this measure.

Table 7.4. Percentage of children by overweight status, gifted student status, grade
repetition status, and school suspension/expulsion status of children by whether family
has left welfare or stayed on welfare, 1997

Families leaving ~ Families on welfare

welfare between in both 1996 and
1996 and 1997 1997
Overweight 7% 5%
Gifted student 10% 10%
Repeated a grade 13% 12%
Suspended/expelled from school 21% 23%

Source: 1996 Survey of Income and Program Participation

Repeated a grade. As shown in Table 7.4, in 1997 13 percent of children whose families
left welfare had repeated a grade. This is not significantly different from the 12 percent
who repeated a grade from among children in families who stayed on welfare.

School suspension or expulsion. As shown in Table 7.4, in 1997 21 percent of children
in families leaving welfare had been suspended or expelled from school. This is not
significantly different from the 23 percent for children from families who stated on
welfare.
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Summary for variables measuring how well the child is developing. According to the
limited number of indicators measuring how well a child is developing, we found no
statistically significant difference between welfare leavers and welfare stayers.

Television rules. As shown in Table 7.5, in 1997 the mean value of the television rules
index was in the range of 2.04 to 2.11 for both groups of children. The slight difference
in scores for children in stayer and leaver families is not statistically significant.

Meals with parents. As shown in Table 7.5, in 1997, the weekly number of meals with
mother was significantly lower (9.10) for children in welfare leaver families than for
children in welfare stayer families (10.11)—not surprising in view of the additional work
responsibilities of those leaving welfare.

The difference in the number of weekly meals with father was not statistically
significant—in the range of 8.68-9.03.

Parental aggravation. As shown in Table 7.5, the mean value of the parental
aggravation index for parents of children in welfare leaver families is 8.84, which is
slightly but significantly lower than for welfare stayer families (9.15). Thus, parental
aggravation seems to be somewhat more pronounced among leaver families than among
stayer families.

Table 7.5. Selected family measures related to how well a child is likely
to develop, by whether family left welfare or stayed on welfare, 1997

Families leaving  Families on welfare

Index welfare between in both 1996 and

(range) 1996 and 1997 1997
Television rules (0-3) 2.04 2.11
Meals with mother (0-14) 9.10 10.11
Meals with father (0-14) 8.68 9.03
Parental aggravation (0-12) 8.84 9.15
Father involvement (0-12) 7.97 7.24
Maternal involvement (0-12) 8.58 8.33

Living apart from parents

Has lived apart from parents 5% 4%

Father's educational
expectations for child

Leave School Before Graduation 10% 21%
Graduate from high school 13% 12%
Get some college experience 54% 50%
Graduate from College 23% 17%

Sources: 1996 Survey of Income and Program Participation
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Father involvement. As shown in Table 7.5, the father involvement score for children in
welfare leaver families (7.97) was higher than for welfare stayer families (7.24)—
showing children in leaver families at an advantage for this measure.

Living apart from parents. As shown in Table 7.5, the percentage of children who have
lived apart from their parents ranges between 4 percent and 5 percent with no significant
differences between the leaver and stayer groups.

Father’s educational expectations for child. Fathers in families leaving welfare are only
half as likely (10 percent) as fathers in families staying on welfare (21 percent) to expect
that their child will leave school before graduation. The apparently substantial difference
between fathers in leaver and stayer families who expect that their child will graduate
from college is not statistically significant.

Summary for variables measuring the home environment. For meals with mother,
father involvement, and father’s educational expectations for his child, children in
welfare leaver families appear to be at an advantage compared with children in stayer

Table 7.6. Selected community measures related to how well a child is likely
to develop, by whether family left welfare or stayed on welfare, 1997
Families leaving Families on welfare
welfare between in both 1996 and
Index
1996 and 1997 1997
(range)
Extracurricular activities (0-3) 0.57 0.54
School engagement (0-6) 4.59 4.57
Parent's positive attitude toward
community (0-20) 12.59 12.77
Parent's negative attitude toward
community (0-8) 3.87 3.48
Child care services
Ever received services 39% 35%
Age child care first provided
0-3 months 13% 7%
4-6 months 11% 12%
7-11 months 4% 3%
12-17 months 8% 8%
18-23 months 4% 4%
24 or more months 60% 67%
School attendance
Ever attended kindergarten 85% 82%
Enrolled in private school 5% 6%
Religious affiliation 2% 6%
Source: 1996 Survey of Income and Program Participation
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families. In contrast, they appear to be at a slight disadvantage relative to stayer families
according to the parental aggravation index. On other measures of the home
environment, we observed little difference between children in leaver and stayer families.

Participation in extracurricular activities. Children in welfare leaver and welfare stayer
families are about equally likely to participate in extracurricular activities. As shown in
Table 7.6, the mean values of the index are 0.54 and 0.57, respectively, which is not a
significant difference.

School engagement. As shown in Table 7.6, the mean value for the school engagement
index varies insignificantly between 4.57 and 4.59 across the leaver and stayer groups.

Parental attitudes towards the community. As shown in Table 7.6, the parents of
children in leaver and stayer families scored in the range of 12.59-12.77 on the positive
index of attitudes towards the community. The difference is not statistically significant.
However, parents of children in leaver families scored significantly higher (3.87) than
parents of children in stayer families (3.48) on the negative index of attitudes towards the
community. This indicates that the parents in the leaver families feel significantly /ess
negative towards their community than parents in the stayer families.

Use of child care services. As shown in Table 7.6, the percentage of children in leaver
and stayer families that ever received child care services is in the range of 35-39
percent.”” Not surprisingly, children in families leaving welfare were significantly more
likely (13 percent) to use child care services during the first three months of life than
children in families staying of welfare (7 percent). Among those that ever received child
care, between 60 percent and 67 percent of children in leaver and stayer families receive
it at 24 months of age or greater. The apparent difference in this statistic between the
leaver and stayer families is not statistically significant.

Attendance at kindergarten and private and religious schools. As shown in Table 7.6,
in 1997, over 80 percent of both children in families leaving welfare and children in
families staying on welfare had ever attended kindergarten. The apparent difference
between the percentages attending in the two groups is not statistically significant.

Only 5-6 percent of both children in families leaving welfare and children in families
staying on welfare attended private school in 1997. Again the difference between the
two groups is not statistically significant.

However, children in leaver families were significantly less likely (2 percent) than
children in stayer families (6 percent) to have attended religious school.

Summary for variables measuring interaction with the community. We have observed
only a few differences in the degree of interaction with their community among children
in leaver families versus children in stayer families. Children in leaver families were less
likely than children in stayer families to have parents with negative attitudes towards the
community and less likely to attend religious schools. They were more likely than
children in stayer families to receive child care services in the first three months of life.

27 The difference between the percentages for stayer and leaver families is not statistically significant.
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Summary

Our results for indicators measuring child wellbeing or factors related to child wellbeing
are summarized in Table 7.7 and described below.

Children in working poor families versus other children

According to the limited number of variables directly measuring how well a child is
developing, children in working poor families appear to fare worse than children in more
affluent working families across all three domains—health, cognitive development, and
behavior. They also are less likely than children in poor families to be identified as
gifted and are more likely to be overweight.

In the area of home environment, children in working poor families also seem to be at a
disadvantage compared to at least one other group on the following measures: meals
with father, parental involvement, parental aggravation, and father’s educational
expectations for his child.

Finally, in the area of interaction with the community, children in working poor families
were less active in extracurricular activities than more affluent children and less likely to
attend kindergarten, private school, or religious school, while their parents were less

likely to hold positive views of their community and more likely to hold negative views.

Children in TANF leaver families versus children in stayer families

We found no difference between TANF leaver and stayer families in variables measuring
how well a child is developing.

However, there is a mixed picture in the area of home environment. For meals with
mother, father involvement, and father’s educational expectations for his child, children
in leaver families appear to be at an advantage compared with children in stayer families.
On the other hand, appear to be at a slight disadvantage according to the parental
aggravation index.

Finally, there are only a few differences between TANF leaver and stayer families for
variable measuring interaction with the community. Parents in leaver families were less
likely than parents in stayer families to hold negative attitudes towards the community
and were less likely to attend religious schools. They were also more likely to receive
child care services during the first three months of life.
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Table 7.7. Significant differences in selected measures between children in working poor families versus children

in three other family types; and between children in families leaving welfare

versus families staying on welfare, 1997

Working poor families versus

Welfare leavers versus

Poor families not meeting
work standard

Working families:
Income 100%-200% of
poverty threshold

Working families:
Income over 200% of
poverty threshold

Families staying
on welfare

How well is child developing?
Overweight status
Gifted status
Repeated a grade
School suspension/expulsion

Home environment
Meals with mother
Meals with father
Parental aggravation
Father involvement
Mother involvement

Living apart from parents
Father expects child to leave
school before graduation

Interaction with community
Extracurricular activities
School engagement
Parental attitudes (positive)
Parental attitudes (negative)
Ever use child care services
Kindergarten attendance
Private school attendance

Religious school attendance

Source: Tables 7.1 - 7.6
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Chapter 8. Discussion

Summary

Discussion

In Chapter 1, we noted that welfare reform explicitly includes two major purposes. The
first is to increase the amount of work performed by adults currently on welfare. The
second is to decrease child poverty. In our discussion of the findings of this report, we
focus on these two purposes in turn.

Negotiating the transition from welfare to work

In recent years, welfare caseloads have plummeted. In 1996, the monthly average AFDC
caseload was 12.6 million recipients in 4.6 million families (U.S. Department of Health
and Human Services, 1998). In fiscal year 2001, there were only 5.5 million recipients in
2.1 million families (U.S. Department of Health and Human Services, 2002c). It is
especially striking to note that nationwide the welfare caseload decline has continued
even as the economy has weakened.

Our SIPP analysis shows that, even during 1997, the first year of federal welfare reform,
work activity of parents that were TANF recipients in 1996 increased substantially—both
in terms of hours worked per week and weeks worked per year. Moreover, adult TANF
recipients were substantially more likely to be employed in 2000 than in 1996. In 1996
only 11 percent of recipients were employed; by 2000, 26 percent were employed (U.S.
Department of Health and Human Services, 2002a). This provides evidence that welfare
reform is promoting increased work activity on the part of welfare recipients, in spite of
their disadvantages in competing in the labor market.

It should be noted, however, that the 1996-2000 increase in work occurred in the context
of an unusually robust economy with unemployment rates lower than they have been
since 1969 (during the Vietnam War). The average monthly unemployment rate in 1996
was 5.4 percent, while by 2000 the rate dropped to 4.0 percent. However, since 2000, the
unemployment rate has risen to as high as 6.0 percent in April 2002 (U.S. Department of
Labor, 2002). Thus, it isn’t clear if the increase in employment by welfare recipients
continued past 2000.

From an economic standpoint, the increase in work activity is good news since, as we
have seen, regardless of family structure, race/ethnicity, and parental education, living in
a working family dramatically reduces the likelihood of a child being in poverty.
Moreover, we also observed that families receiving TANF in 1996 not only increased
their work activity but their incomes as well.

However, maternal employment does not necessarily have a benign impact on at least
some groups of children. According to the only experimental studies which have been
performed to date (and prior to federal welfare reform, many adolescent children were
negatively affected by welfare-to-work programs (Brooks, Hair, & Zaslow, 2001).
Negative impacts included increased consumption of alcohol and cigarettes and
decreased academic performance (Duncan & Chase-Lansdale, 2000). However,
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excluding adolescents, other studies have found neutral or positive effects on children in
families receiving welfare, unless a family’s economic situation deteriorated. For
example, The academic performance, health, and behavior of children whose parent
participated in welfare-to-work programs changed little (Haskins, Sawhill, & Weaver,
2001; Zaslow, Moore, Brooks et al., 2002). Researchers found some positive impacts for
programs that either increased the mother’s education or the family’s income (Zaslow,
Moore, Brooks et al., 2002).

Non-experimental studies focused on federal welfare reform also paint a mixed picture.
In Chapter 7, we found that children whose families left welfare between 1996 and 1997
fared somewhat worse on parental aggravation than children whose families stayed on
welfare both years. On the other hand, children in welfare leaver families ate meals with
their mother more frequently, and father involvement was higher. These differences,
however, may be due to selection rather than an effect of leaving welfare. Moreover,
there were no significant differences for several other measures.

A similar study using the National Survey of American Families (NSAF) found that, with
two exceptions, there was no significant difference between children in welfare leaver
and welfare stayer families in social behavior, engagement in school activities and health.
The two exceptions were adolescents likelihood of suspension or expulsion from school
(leavers more likely) and the presence of a health condition that limits activity (stayers
more likely) (Zaslow, Moore, Tout, Scarpa, & Vandivere, 2002).

The mixed findings regarding maternal employment patterns and child wellbeing suggest
that additional research is urgently needed to better understand when employment is
associated with negative outcomes for children in some circumstances. It also suggests
that continuing collections of data on child well-being in national surveys and also at the
state level could be extremely useful in monitoring the continuing progress of welfare
reform.

Although meeting the work standard is strongly associated with a decreased risk of
poverty for children, we found that, among poor children, 64 percent of children in
married-couple families had parents who met the work standard (the equivalent of one
full-time worker) in 2000, while 38 percent of children in single-mother, families had a
parent who met the work standard (the equivalent of half-time work). Thus, meeting the
work standard provides no guarantee of a child’s escaping poverty.

Assuming that jobs were available, virtually all of the children in the married-couple,
poor families could have moved above the poverty line if the parents had worked more
hours. An obvious question is why the wives in these married couples did not increase
their hours worked. Our analysis provides a partial answer to this question—they did,
but perhaps not enough for the family to escape poverty.

Among poor married-couple families not meeting the work standard in 1996, there were
substantial 1996-1997 decreases in the percentage of mothers who did not work at all and
increases in the percentage of mothers who worked full-time and full-year. Nonetheless,
among these families, over half of these mothers did not work at all in 1997, only one-
quarter worked full-time, and only 11 percent worked all year.
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The low hourly wage rates earned by a large percentage of the better paid of these
parents may explain why they didn’t work more. One of the parents may feel that the
value of their uncompensated time at home exceeds the value of the extra income they
would earn if they worked for pay--especially if that work requires expenditures on child
care. We noted in Chapter 4 that, for children in married-couple, working poor families
whose parents paid for child care, around two-thirds paid 30 percent or more of their
family income for care. Another possibility is that some of these married parents might
be working “off the books,” an apparently common practice among poor single mothers
(Edin & Lein, 1997).

This same tradeoff applies to single parents. However, with one earner and relatively
low wage rates, it is much more difficult for a single parent family to rise above the
poverty threshold than it is for a married-couple family.

The problem of low wage rates deterring people from working enough to rise out of
poverty is likely to apply even more strongly to welfare recipients who go to work. A
summary of studies of welfare recipients who found jobs in twelve states* found that
“employed former recipients and recipients combining work and welfare typically are
paid less than $8 per hour and a substantial portion earn less than $6 per hour” (Parrot,
1998). Although they tend to work more than 30 hours per week, recipients who find
jobs typically earn between $8,000 and $10,800 annually, due, presumably, to periods of
joblessness. Similar findings are reported for a group of employed welfare recipients in
Boston, Chicago, and San Antonio (Moffitt & Cherlin, 2000).

We found no consistent pattern that educational attainment played a significant role in
determining whether poor, single-mother or married-couple families worked enough to
meet the work standard. However, a recent analysis of experimental programs offered to
welfare recipients prior to federal welfare reform suggests that human capital
development programs can increase the educational attainment of welfare recipients,
which, in turn, increases the cognitive achievement of their children (Zaslow et al.,
2001). This suggests that policy makers should continue to explore the payoft from
adult education.®

Current welfare policy strongly favors moving welfare recipients into work-related
activities (“Work First”) rather than remedial education. The Administration’s current
welfare reauthorization proposal would strengthen the focus on work by increasing the
number of hours per week that welfare recipients are expected to work. Given the
already heavy demands on the time of working single mothers, it would seem unlikely
that many of them would be able to devote time to obtaining a high school diploma or a
post-secondary education. Thus, changing the economic incentives to work (such as
providing more subsidized day care or providing an even more generous EITC) represent
additional potential strategies to move couples to become economically independent.
Work requirements might also be made to vary by age, given the greateer costs for chld
care for young children and young children’s greater need for parental time.

28 California, Delaware, Florida, Georgia, Indiana, Maryland, Minnesota, Michigan Ohio, Oregon, South Carolina, and
Wisconsin.

% Research, mainly done for men, suggests that the payoff for GEDs is low (Murnane, 1995).
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Child care subsidies can also encourage families with low incomes to increase their work
effort. The welfare reform legislation increased federal spending on child care assistance
in 1997 by an estimated 27 percent over prior law (Long & Clark, 1997). However, it did
so by consolidating several key federal child care assistance programs for low income
families into a single block grant entitled the Child Care and Development Fund (CCDF).
CCDF gives states much more autonomy in both setting total child care spending and in
how both the federal and state money is spent. Since federal welfare reform was enacted,
combined state and federal spending on CCDF expanded substantially from $5.3 billion
in fiscal year (FY) 1998 to $9.7 billion in FY 2001 (U.S. Department of Health and
Human Services, 2001a, 2002b). However, the emergence of budget deficits at both the
federal and state levels may force freezes or cuts in the future.

The Earned Income Tax Credit (EITC) also encourages increased work effort for parents
that with low family income. For families with one child and incomes below $7,100 or
families with two or more children and incomes below $10,000, the EITC acts as a wage
rate subsidy, with the federal government paying a percentage refund for each additional
dollar of earnings. However, for one-child families with incomes in the range of $13,000
to $28,250 or two-or-more-children families with incomes in the range of $13,000 to
$32,000, the benefit is phased out. Thus, the EITC discourages additional work effort by,
in effect, imposing a tax surcharge on earnings. Although this phase-out problem is
probably inevitable, the point at which the EITC begins to act as a disincentive to work
could be raised to a higher level of income (thus, reducing the effective rate of taxation
on the earnings of parents with very low earnings). However, this would increase the
cost of the program.

Until recently, increasing parental work effort and leaving welfare could lead to loss of
health insurance eligibility. We have seen in Chapters 4 and 5 that, as recently as 1996,
children in working poor families were less likely to have health insurance coverage than
either children in poor families not meeting the work standard or children in other
working families. However, federal and state policies on health insurance have been
rapidly changing over the past few years, and there is now a complex patchwork of
eligibility criteria for publicly subsidized insurance for children in working poor families.
Under present law, low-income children qualify for Medicaid coverage in all states if: (1)
they are children less than age 6 with family incomes below 133 percent of the official
poverty line, (2) they are children ages 6 to 18 with income below the official poverty
line, or (3) they are Title IV-E foster care children or adoption assistance children (U.S.
House of Representatives Committee on Ways and Means, 2000). States can also
provide (but are not required to provide) Medicaid coverage for children whose families
meet more generous income cutoffs.

The State Child Health Insurance Program (SCHIP) provides another way for states to
obtain a federal subsidy to provide health insurance coverage for children. As of January
1, 2000, the Department of Health and Human Services had approved SCHIP programs
for all 50 states and the District of Columbia (U.S. House of Representatives Committee
on Ways and Means, 2000). In 24 of these states, federal SCHIP funds are being used to
finance eligibility expansions for Medicaid; 15 run their own programs; and 17 have
combined a Medicaid expansion and a separate state program. SCHIP allows states to
cover children in families not eligible for either Medicaid or a group health plan provided
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their incomes are either (1) above the state’s 1997 Medicaid eligibility standard as of
March 1997 but under 200 percent of the poverty threshold or (2) within 50 percentage
points of the 1997 Medicaid standard if the Medicaid standard is already at or above 200
percent of the poverty threshold (U.S. House of Representatives Committee on Ways and
Means, 2000). Within this framework states can set their own rules.

With this patchwork of coverage, as we saw, in 2000, health insurance coverage rates
were comparable for working poor families and poor families not meeting the work
standard—although still substantially lower than for more affluent working families.

Negotiating the transition out of poverty

Federal and state welfare reform legislation seems to be meeting with success in moving
welfare recipients into work activities in spite of their competitive disadvantage in the
labor market. However, the next step of moving working poor families out of poverty
seems to be much more difficult. There is a vast gulf between poor families (both
working and not meeting the work standard) and working nonpoor families in both
educational attainment and hourly wage rates.

A high school diploma is much more common for at least one parent in working families
with incomes between 100 percent and 200 percent of the poverty threshold and nearly
universal for at least one parent in working families with incomes above 200 percent of
the poverty line. Indeed a majority of the latter group of parents have at least some
college. Similarly 87 percent of the better paid parents in married-couple families and 81
percent of the mothers in single-mother families with incomes at least twice the poverty
line are earning more than $10.00 per hour.

This suggests that moving children from the ranks of both working poor families and
poor families not meeting the work standard (especially single-parent families) above the
poverty line and higher may require a substantial investment in the human capital of their
parents. This investment may be very difficult to undertake if we are expecting these
parents to be making a very substantial work effort at the same time (which is the case
under the “Work First” philosophy of the welfare reform legislation). Moreover, as noted
earlier in this chapter, policy-makers should note the results of the JOBS experiment
focused on remedial adult education which suggests that a public investment in the
education of parents in poor families may be worth considering.

Children in working poor families are at a substantial disadvantage compared with
children in non-poor working families, and this disadvantage is not just economic. Their
parents are substantially less educated; they are less likely to be covered by health
insurance; and they are less likely to live in owner-occupied housing. With respect to
health insurance, as of 2000, they were less likely than children in more affluent families
to be covered than children in poor families not meeting the working standard. When
children in working poor families are enrolled in paid child care, the cost of this child
care often consumes a substantial percentage of family income. Finally, we found that
children in working poor families tended to be worse off in all three domains examined—
health, cognitive development, and behavior—when compared with families with higher
incomes.
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There are several ways in which adults in working poor families with children could
increase their income to the point that they escape poverty. One way is to work more
hours. However, even assuming that jobs are available, families are likely to face
increased child care expenses, which may largely offset the extra income—especially if
the extra hours earn low wages. In addition, as explained below, these extra wages will
be taxed at a high marginal rate if income is in the “phase-out” interval of the earned
income tax credit.

A second way is to obtain jobs paying a higher wage rate. Sometimes, obtaining and
holding on to a job may generate a higher wage rate over the long run. This is especially
likely to be true if the employee receives on-the-job training, which increases work
productivity and may possibly lead to promotions, and we found that the parents of
children in working poor families did substantially increase their incomes between 1996
and 1997. However, low-wage jobs do not necessarily lead to an upward career path.
Often additional formal education is required. However, as noted earlier, it may be
difficult for persons already making a substantial work commitment to find the time to
become better educated.

A third plausible way to help the children in these families escape poverty is to
encourage marriage for single parents. Marriage provides a family with at least the
potential for two earners, and two parents working full-time can generally escape poverty
as measured by the official standard. As we have seen, however, there are many married-
couple families meeting the work standard that are nonetheless in poverty. Moreover,
there is general agreement across the political spectrum that a healthy marriage requires
more than an ample family income.

However, it is worth noting that many of the programs that have been set up to provide
assistance to low-income families with children weaken the economic incentive for a
single parent to get married. One of the most important programs causing incentive
problems is the earned income tax credit (EITC), but the phase-out of Food Stamps and
Medicaid cause similar problems. For example, a single mother earning the maximum
EITC is likely to lose much or even all of the family’s EITC if she marries a working
husband and continues to work herself. This same feature of the EITC also reduces the
incentive for parents in the “phase-out” interval to either increase their hours worked or
invest in education or training to increase their wage rates. Consider a single parent
considering whether to increase her earnings by increasing her hours worked.

The EITC phaseout “tax” is imposed on top of a federal payroll tax, a federal income tax,
and (in most states) a state income tax. All told she is likely to keep only about half of
every additional dollar she earns. Out of those extra net earnings, she may also have to
pay for extra hours of child care services.

The discussion above only addresses the effects of the tax system. The needs-tested
transfer system, including TANF, Food Stamps, and Medicaid, have similar phase-out
problems. As income increases, benefits either gradually or abruptly are terminated.
Thus, in certain circumstances, families may actually be made worse off by earning more

Although it is impossible to eliminate altogether the “phase-out” problems discussed
above, it is possible (at a cost to the federal treasury) to adjust the ranges over which they

84



take place and/or reduce the “tax rates” that they implicitly impose. For example,
providing two-earner couples with a $5,000 increase in their federal income tax standard
deduction (Wheaton, 1998) would move the phase-out range for the EITC up the income
scale by $5,000. Thus, its disincentive effects wouldn’t apply to families still at or just
above the poverty threshold. Raising the threshold for a child’s eligibility for Medicaid
(which has already been done, although not uniformly across the states or across
children’s ages) is another way of avoiding imposing penalties on low-income families
for increasing their work effort and/or wages.

In short, while policy-makers’ attention has been focused on getting parents in welfare
families to increase their work effort, they must also focus their attention on how to help
both welfare families and working poor families out of poverty.
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Appendix A. Imputing child care costs

Our goal is to impute annual child care expenses onto the Current Population Survey
(CPS) using a four-equation model estimated using the 1996 panel of the Survey of
Income and Program Participation (SIPP). As explanatory variables, the model uses
variables that are common to both SIPP and the CPS. The model is based on a
specification developed by the U.S. Census Bureau (Short et al., 1999).

The first two models (see Table 1) predict whether a family incurred child care expenses
separately for single-parent families and married-couple families. The second two
models (see Table 2) predict child care expenses for those families that incurred child
care expenses—again, separately for single-parent and married-couple families.

Imputation takes place in two steps. Using the corresponding explanatory variables on
the1995-2000 CPS files and using the models displayed in Table 1, we first predict the
probability p; that family i incurs child care expenses for each CPS family with children.
Then we draw a random number 7; from a uniform distribution ranging between 0.0 and
1.0. If r;is less than or equal to p;, then the family is imputed to have child care
expenditures. Otherwise, the family is imputed not to have child care expenditures.

For those families that are imputed to have child care expenditures, using the models
displayed in Table 2, we next predict the amount of child care expenditures by
calculating the predicted value of child care expenditures.

More formally:
Let y; = predicted value of SIPP logit child care equation for ith family on CPS file
Let p; = probability of having child care associated with y;

e}’i

Pi Cl+e

r;=a random number drawn from a uniform distribution with range {0,1}
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TABLE 1. LOGIT COEFFICIENTS PREDICTING WHETHER A FAMILY INCURRED CHILD CARE EXPENSES

Explanatory variable

Single-parent family

Married-couple family

Intercept -1.8745 -7.0582
Black family head -0.3360 -0.3034
Hispanic family head -0.6423 0.0935
Number of children

0-5 years old 0.2300 0.4727

6-11 years old 0.0370 -0.0612

12-15 years old -0.6067 -0.5881

16-18 years old -1.0659 -0.6477
Census region

Midwest 0.3450 0.1603

South 0.1032 0.2770

West 0.4261 0.00661
Log of family income 0.1316 0.5760
Percent of family’s income earned by mother

————— 2.3844

Likelihood ratio Chi square 149.9086 919.4380
Number of observations 2301 5,156

Source for weighted regression: 1996 SIPP: SAS run entitled “Weekly child care expenses for 1-parent family,” and
“Weekly child care expenses for 2-parent family,” by Melissa Long, 11:17, December 14, 2001, pp. 7-8.

TABLE 2. ORDINARY LEAST SQUARES REGRESSION COEFFICIENTS FOR CHILD CAR E EXPENDITURES

Explanatory variable

Single-parent family

Married-couple family

Intercept -68.82054 -246.88382
Black family head -4.35448 -6.47595
Hispanic family head -2.70484 -4.02282
Number of children
0-5 years old 20.57217 34.02771
6-11 years old 9.90966 4.51251
12-15 years old -11.04150 -6.57538
16-18 years old -19.75778 -9.86443
Census region
Midwest -7.60990 -14.35430
South -6.72456 -10.17148
West 11.11121 -10.53331
Log of family income 13.33587 28.70627
Percent of family’s income
earned by mother | e 52.33844
Adjusted R 0870 2128
Number of observations 757 1,854

Source for weighted regression: 1996 SIPP: SAS run entitled “Weekly child care expenses for 1-parent family,” and
“Weekly child care expenses for 2-parent family,” by Melissa Long, 11:17, December 14, 2001, pp. 7-8.
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Let C; = 1 if family is imputed to have child care expenditures and C;= 0 if family is
imputed not to have child care expenditures. Then

Ci=1ifr. <p ,and C;=01f r, > p,

If C;= 1, let z;= predicted value of SIPP OLS child care expenditure regression for ith
family on CPS file.

Let X;= imputed child care expenditures of the ith family.

X, =z

Adjustment of imputation equations to replicate SIPP findings

When the equations described above were used to impute child care expenses onto the
CPS, neither the percentage of working families with child care expenses nor mean
expenditures for the working families exactly agreed with the original findings from SIPP
(see attached spreadsheet for summary). The CPS percentage of working families with
child care expenses was about 1.7% lower than the corresponding percentage on SIPP;
and the mean CPS expenditures for those families with expenditures was about 20
percent lower than on the SIPP.

To fix this problem we use the following adjustment process based on the initial findings.
Let p*;= the adjusted probability of a family having child care expenses, and
X;* = adjusted child care expenditures.

p* =p, 1017
X* =X,-1218

Imputations in years other than 1997

We want our equation to work in constant dollars and have adjustments for changes in
the cost of living to be taken care of outside the equations. We accomplish this as
follows:

Let cpi, be the value of the consumer price index-urban (CPI-U) in year t.
Let y;, be the value of personal income for the ith family in year t in current dollars.

Instead of using y; in the two equations, use . (personal income in 1997 dollars), where

~A CPligg7
yit - yit ’ .
cpi,

Then, in the second equation, after imputing child care expenditures in 1997 dollars (C;,),
convert child care expenditures to current dollars as follows:

C éﬂ

it it :
CPligyy
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