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1. Introduction

It is widely believed that people who work do not fall into poverty. In fact, most
Americans believe that people who work hard can guarantee themselves and their families an
acceptable standard of living. The popular characterization of poverty and the poor is that its
ranks are ﬁlléd by those who do not work, those who cannot work, and the dcpgndents 70f f;eople
in these categories.

In the past decade, public awareness and support for the poor who are unable to work,
such as the disabled and the elderly, has increased. At the same time, awareness of those who
people feel should work more but do not (e.g. single parents) has increased. There has also been
a growing concern about the number of children who are born into and raised in poverty.
Largely ignored during the 1980’s, the fraction of poor families (with and without children) in
the United States thét actually containg an able-bodied adult who works full-year and full-time
has been growing as well, due in large part to falling real wages. (Center on Budget and Policy
Priorities, 1992) T%lis concerny has led to recent legislation to make work pay, that is to expand
targeted wage supplements (like the eamned income tax credit or EITC) to eamnings such that -
families with ftﬂl—ye_ai, full-time workers can reach some acceptable level of income, for example,
enough to make sure the family is not poor.

Most of the attention paid to the "working poor” phenomenon has been from a purely
domestic point of view (Danziger and Weinberg, 1986, 1992; Bane and Ellwood, 1990; Levitan
and Shapiro, 1987). Cross-national research has approached this question from a different
perspective, concentrating on the family "income package” --the set of earnings net of taxes plus

other benefits—welfare, social insurance, universal coverage--which help bring a given family to



a socially acceptable minimum standard of living (Rainwater, Rein, Schwartz, 1987). Recent
domestic research on child care subsidies, (refundable) eamed income tax credits and refundable
personal incore tax credits (family or child allowances) in the United States follows this same
general outline (Hendrickson and Sawhill, 1991). However, we know of no comparative cross-
‘national studi;s oﬁ the adequacy of labor market éémings per se, particularly none which use the
Luxembourg Income Study (LIS) database.

‘We attempt to fill this void by comparing the adequacy of full-year, full-time earnings
in the United States for prime age (age 25-55) able-bodied workers to similar groups in Canada,
the United Kingdom, Sweden and the Netherlands. We ask the following six questions for the
prime age population of each of these nations. First, how important is work to avoiding poverty?
Second, do the poor work? Third, if you work full-year, full-time, do you eamn enough to keep
your family from being poor? Fourth, because family size is in many ways endogenous, do you
eam enough to keep an average family of three from being poor? Fifth, how is your poverty
status effected when earned income from other family men_lber_s is included? And finally, if you
still’ do not earn enough to escape poverty, what is the package of benefits which is made
available to you, and is it enoﬁgh to keep your family from being poor? The next section of this
paper discusses the database as well as income and household concepts employed. The third
section examines the evidence and the final section discusses the implications of these findings
for public policies targeted at the working poor.

II. Database, Countries, Measurement Concepts and Definitions

The data used in this paper are drawn from the Luxembourg Income Study (LIS), a cross-

national database of over 25 household income surveys from thirteen nations. The five nations’



data which we use here are outlined in Appendix Table A-1. This set of five nations was chosen
because of the similarity in their databases, because of the similarities in the two time periods
during which we observe them, and because of their comparable survey nature.’

The income sharing unit of analysis employed in this paper is the household--all persons
sharing the same living quarters. Two of the five nations studied here, Canada and Sweden,
employ different units. In Canada we are forced to use the economic family (all related members
living together and sharing resources), while in Sweden we must use the tax unit--persons age

I8 or over plus related children. While the Canadian differences are negligible, the Swedish
differences will understate true household size, since those age 18-20 are not recorded as living
in the 7fanﬁly, thus overstating camingé _ai_dequai:y; In the text, however, we use family and
household interchangeably.

Each country’s data is annual income measured for a one year period with the exception
of the United Kingdom where we must employ current income (income last month) as the
income measure. The income concepts we use are three:

1. Head’s earnings - all forms of wage and salary income plus family self-
employment income gross of employee social security (or payroll) taxes but net
of employer taxes for the head of the househotd?

2. Family earnings - all forms of wage and salary income plus self-employment
income gross of employee social security (or payroll) taxes but net of employer
taxes for all members of the household.

3. Disposable personal income (DPI) - eamings plus occupational pensions, interest
rent and dividends, and other types of private income (e.g., alimony and child
support) as well as government cash or near cash benefits minus direct income
and payroll taxes.’

We examine prime age, able-bodied heads who work full-year, full-time. We exclude

households with heads who are identified as disabled in each survey.! Hence, we attempt to



look at people whom society would most likely say should work; those age 25-55 who are no
longer in school, have not yet retired and are not disabled. In general, full-year, full-time is
defined to be those who work at least 35 hours a week at least 48 weeks a year, though this
varies slightly by survey. Our analysis is also concerned with the effect of family composition
on the ability to keep one’s family out of poverty. Our main mcésure of poverty is taken from
international conventional usage: we define a household as poor if their adjusted income (as
defi;lcd below) is less than one-half of the national adjusted median income of all households of
all ages. This measure has been used by the European Commission, the OECD, and other bodies
in cross-national comparative research (Hagenaars, De Vos and Zaidi, 1992; Forster, 1992;
Atkinson, 1991: Eurostat, 1990; Van Praag, Hagenaars and van Weeren, 1981). We also employ
a more severe definition of poverty: all households with incomes below 40 percent of the median.
This measure is very close to the U.S. poverty definition which is about 38-40 percent of
adjusted household disposable income (as defined here) depending on the year of comparison
(Smeeding, 1992). The United Kingdom supplemental benefits standards are also close to 40
percent of adjusted median income (Smeeding, Rainwater and O'Higgins, 1990).

The number of households in each family category and the fraction who work full-year,
full-time can be found in Appendix Table A-2. We are concemed with familjes with children
(couples and single parents) and families who have no children. The fraction of all fam_i]ies with
a head who works full-year, full-time varies from 65 percent in the United States to 83 percent
in Sweden in 1987. As expected it is higher for couples (72 to $1 percent) than for single parents
(11 to 49 percent), with childless households falling somewhere in between (63 to 78 percent).

We employ two concepts in measuring household poverty rates. The first question we



look at is whether the head’s earnings are adequate to keep his/her own family out of poverty.
To make this calculation, all income variables are adjusted for family size (f) by a factor of £,
So, for example, a family of size three would require 1.73 (3°) times as much income as a family
of size 1. We also ask whether the head’s eamings are adequate to keep an average family of
Rather, eamings, regardless of family size, are compared to those required to keep a three person
_ family out of poverty. Actual average family sizes are shown in Appendix Table A-3.

III.  Results

A, How important is work for avoiding poverty?

'Although families where the head works full-year, full-time (FYFT in Table 1) cannot be
guaranteed the ability to stay out of poverty, they do fare better than families who are not so
situated (Table 1). For example, in the United States in 1986, 14.1 percent of the able-bodied
people aged 25-55 fell below half of the median income while only 4.6 percent of those

(Table 1 here)

containing a head working full-year, full-time did so. Elsewhere, from 4.7 percent (Netherlands)
to 11.1 percent (Canada) of households overall had less ihan half of the median income, while
only from 2.7 percent (Netherlands) to 5.9 percent (United Kingdom) of households containing
a head working full-year, full-time did so. In general those with a less than full-year, full-time
working head (<FYFT or no work at all) did worse than those who had one, though the
differences vary substantially By country. And so, it appears that working fuil-year, full-time
lowers your chances of being poor but does not entirely prevent it.

B. Do the poor work?




TABLE 1

How impertant is work for avoiding poverty?

Poverty Rates® based on DPI by Working Status of Head

Overall FYFT < FYFT No Work
United States 1986
All Households 14.1 4.6 25.0 42.3
All Households with Children 18.0- 6.7 31.2 52.0
Couples 11.3 5.9 na’ 29.6
Singles 51.1 19.1 na 82.3
All Households No Children 9.4 1.9 18.4 29.8
Canada 1987 B,
All Households 11.1 3.4 23.5 43.6
All Households with Children 11.8 3.8 26.2 48.8
Couples 8.6 3.7 na 34.7
Singles 5L.1 12,11 na 88.5
All Households No Children 10.3 2.8 21.4 37.8
United Kingdom 1986
All Households 7.7 5.9 9.0 12.5
All Households with Children 0.1 6.9 11.3 14.0
Couples 9.2 7.6 na 15.3
Singles 14.6 11.1° na 15.0
All Households No Children 5.7 4.6 52 9.6
Sweden 1987
All Households 54 2.8 8.5 27.5
All Households with Children 2.7 1.9 4.2 17.1
Couples 2.4 2.0 na 12.0
Singles 4.2 0.9 na 22.9
' All Households No Children 7.7 3.7 0.9 30.4
Netherlands 1987
All Households 47 2.7 2.7 14.1
All Households with Children 4.7 3.7 5.5 8.7
Couples 4.0 34 na 9.2
Singles 53 na na 3.4
All Households No Children 4.9 14 0.6 -19.0

Notes:

a Poor ig defined as own housshold dpi below half of the adjusted median income

b na indicates that sample size was too small

cn =254




Our first set of answers indicate that working full-year, full-time lowers your chances of
being poor. However, there are still many people who work full-year, full-time yet cannot keep
their family out of poverty. Among those who are poor, a large fraction of the households that
do not have even half of the median income contain a full-year, full-time working head in every
country (Table 2, Panel A). This portion ranges ﬁé}n 21.1 percent in the United States inT986

(Table 2 here)

to 60.2 percent in the Netherlands in 1983. Of course, poverty rates vary across countfies as well,
so the 21.1 percent of the U.S. poor who work full-year, full-time are 3.0 percent of all
households (21.1 percent times an overall poverty rate of 14.1 percent, final column Table 2),
“while the 60.2 percent of the Netherlands poor in 1983 who work full-year, full-time are also
about 3 percent (3.3 percent to be exact) of all households (60.2 percent times 5.5 percent).
Regardless of the overall pox;ferty rate, it therefore appears that simply working hard is not
enough to keep your household out of poverty. In fact, of those non-disabled working age
households that are poor, only from 24.9 percent (United States 1979) to 53.4 percent (United
Kingdom 1979) contain a head that does not work at all. |

Despite the fact that many of the poor households contain a full-year, full-time working
head, fewer do so than in the overall population (Table 2, Panel B). Overall, from 65.0 percent
(United States 1986) to 79.8 percent (Netherlands 1983) contain a full-year, full-time \iforkjng
head and only 5.5 percent (United States 1979) to 24.8 percent (United Kingdom 1986) of
households contain a head that does not work. For households with heads who work less than
full-year, full-time, the poor look much more like the population at large. In this paper,

however,we focus on those families that do contain a full-year, full-time working head.



TABLE 2
Do the Poor Work?

Working Status of Head and Overall Poverty Rates
for All Households with Head Age 25-55

A. Working Status of Head for Poor' Households

FYFT? < FYFT? No Work* Poverty Rate®
US79 31.8 43.3 . ..249 - 133
US86 21.1 37.7 41.2 14.1
CNS81 292 31.2 39.6 104
CN87 222 31.3 46.5 11.1.
UK79 39.0 7.6 - 534 6.0
UKS86 52.3 7.6 40.1 7.7
SWsS1 42.0 10.7 473 4.4
SWS87 . 395 . . 26.1 44 54
NLS83 60.2 3.5 36.3 5.5
NL87 41.7 5.0 53.3 4.7

B. Working Status of Head for All Households

FYFT? < FYFT? No Work*
USs79 - 75.1 19.4 5.5
US86 65.0 21.3 13.7
CNs81 74.8 16.6 8.6
CN87 73.4 14.8 11.8
UK79 78.5 6.1 15.4
UK86 68.7 6.5 24.8 i
SWs§1 76.2 15.3 8.5
SwWs87 76.5 16.7 6.8
NL383 79.8 5.0 15.2
NLS87 73.3 8.7 18.0

Notes:

1 Poor is defined as own household dpi below half of the adjusted median income

2 A head is defined to work full-year, full-time (FYFT) if they work at least 35 howrs 2 week at least 48 weeks
a year .

3 Head worked some, but less than full-year, full-time (<FYFT)

4 Household head had zero earnings

5 Overall poverty rate is the percent of households whose adjusted household dpi is below half ofthe adjusted
median income




Our data also permit some analysis of trends among the working poor. In all of the
countries except Sweden, the percent of heads who work full-year, full-time has decreased over
time for all households as well as for those that are poor. (In Sweden this was true only for poor

households, overall the percent of households with a head working full-year, full-time was about

the éamc in the two years we studied). For example, in the United Kingdom in 1979, 78.5 percent
of households contained a head working full-year, full-time while in 1986 onty 68.7 percent did.
In most countries, this decline in full-year, full-time work corresponded to only a small increase
in part-time work and a larger increase in households with a head not working. In the United
Kingdom, for example, the percent of households with a head working part-time increased from
6.1 percent in 1979 to 6.5 percent in 1986 while those households with a head who did not work
increased from 15.4 percent (1979) to 24.8 percent (1986). While the trends were similar looking
either at the entire population or only at those families that did not have half of the median
income for most of the countries, there was one exception. In the United Kingdom the percent
of all poor families with a full-year, full-timei wo;king head increased from 39.0 percent (1979)
to 52.3 percent (1986), while the overall rate of full-year, full-time work decreased. This
anomaly is not further explained here’ In general then, it appears that while fewer poor
households contain a full-year, full-time working head, the trends in working status among the

heads are similar to those in the overall population.

C. Can a head who works full-vear, full-time support their own family?

Because so many poor households do contain a working head, we now focus on the
question of whether a head working full-year, full-time can eam enough to support his/her own

family. Table 3 contains poverty rates based only on the head’s earnings for households in which



(Table 3 here)
the head works full-year, full-time. Using the 50 percent of median poverty measure, from 1.2
percent (Netherlands 1987) to 16.7 percent (Canada 1981) of families are poor based solely on
the head’s full-year, full-time eamnings.

Arsi ;fouid be expected due to larger aw;erage family sizes, families with children have a
harder time staying out of poverty. Families with children on average contain 3.9 members
(Appendix Table A-3) while those without children have only 1.7 members on average. So, in
the United States, for example, 11 percent of households with children who have a head working
full-year, full-time are poor as compared to only about 4 percent of similar work status
households without children. This pattem holds for all of the countriés except the Netherlands
in 1983 where 5.2 percent of households with children were poor while 6.5 percent of those
without children were poor.

Single parents with children who work full-year, full-time appear to have the most
difficult time avoiding poverty in the United States, Canada and the United Kingdom based on
their eamnings alone. Using the 50 percent of median poverty measure, from 20 to 24 percent of
single families with children that contain a head workjl}g full-year, full-time in these countries
are poor. It is somewhat surprising that these results are so much larger than the poverty rates
for couples with children even granted that we are looking only at poverty based on the heads
earnings where most heads are women--a group with lower wages to start (Gornick, 1992},
because couples with children on average have larger families (4.0) than do single families with
children (2.7).°

It appears that over time, it has actually become easier for a head working full-year, full-



Table 3
If you work full-year, full-time, do you earn enough to keep your own household from being poor?

Poverty Rates® Based on Head’s Full-Year, Full-Time Earnings”® Alone

US79 | US86 | change | CN81 | CN87 | change | UK79 | UK86 | change | SW81 | SW87 | change | NL83 NL87  chang.

All Households 84 82 0.2 16.7 10.1 -6.6 6.6 115 49 5.0 54 04 5.6 12 -4 e
All Households w/ Kids 112 114 0.2 20.0 115 8.5 7.8 12.4 4.6 6.0 6.6 0.6 52 1.9 38

Couples | 84 9.5 1.1 18.4 10.1 -83 7.0 12.4 54 6.1 6.8 0.7 0.8 L7 s
Singles 20. ©17.9 -3.0 19.8 233 33 1291 2414 -11.2 52 42 -1.0 na’ na !
All Households No Kids 4.4 43 -0.1 114 8.4 -3.0 4.2 10.2 6.0 3.9 42 0.3 6.5 04 -6.4

Notes:

a Poverty rates are the percent of houscholds whose heads adjusted camnings are below half of the adjusted median income

b Head's Eamings includes self-employment income

¢ n=62
d n=54
e n=20




time to support his/her household in many of these countries. Poverty rates have fallen quite
substantially in Canada (by 6.6 percentage points) and the Netherlands (by 4.4 percentage points).
‘There was little change in the United States and Sweden. Only in the United Kingdom where the
poverty rate rose by 4.9 percentage points does it appear to have become more difficult to
support a household by wo-riging full-yéar, full-time. It should be noted that overall unemployment
rates differed markedly across countries as well (Appendix Table A-5). Most likely nations with
higher or rising unemployment rates are also likely to have slower rates of growth in wages thus
making it harder to escape poverty based on heads eamnings alone. In the United Kingdom,
unemployment rates rose from 5.6 percent in 1979 to 11.2 percent in 1986. On the other hand,
unemployment rates fell in the Netherlands from 13.7 percent in 1983 to 9.6 percent in 1987. In
the United States and Canada unemployment rates rose slightly while in Sweden they fell
slightly. Thus, movements in poverty among full-year, full-time workers are correlated with large
changes in unemployment rates.

D. Can a head who works full-year, full-time support an average family?

A related question we asked was whether a head’s full-year, full-time eamings were
enough to keep an average family of three out of poverty. This question may be irnportant to the
issue of whether or not families without children can afford to have them, given heads earnings
alone. The r_esults in Table 4 are not very surprising. Overall, the ability of a head’s eamings

(Table 4 here)
to support their own vs. an average size family is almost the same. For countries with larger
families such as the United Kingdom (see Appendix Table A-3), it- is slightly easier to support

an average family of three. For countries with a smaller average family size, such as Sweden,



TABLE 4

Do you earn enough to keep an average household of 3 from being poor?

Poverty Rates® Based on Head’s Full-Year, Full-Time Earnings®:
Own Household vs. Average Household of 3

own average difference
United States 1986
All Households 8.2 8.0 0.8
All Households with Kids 11.4 8.0 -3.4
All Households no Kids 4.3 10.1 5.8
Canada 1987
All Households , 10.1 10.1 0.0
All Households with Kids 11.5 9.0 -2.5
All Households no Kids 8.4 11.3 2.9
United Kingdom 1986
All Households 11.5 10.8 -0.7
All Households with Kids i2.4 10.9 -1.5
All Households no Kids 10.2 10.7 0.5
Sweden 1987
All Households 54 6.2 0.8 -
All Households with Kids 6.6 5.5 -1.1
All Households no Kids 4.2 6.9 2.7
Netherlands 1987
All Households 1.2 1.6 0.4
All Households with Kids 1.9 1.6 -0.3
All Households no Kids 0.4 1.5 1.1

Notes:

a Poverty rates are the percent of households whose head’s adjusted earnings are below haif of the

adjusted median income

b Head's Earnings includes self-employment income




it is somewhat harder to support an average family of three. Hence earnings among full-year,
full-time workers are correlated with family size.

Although the overall difference in ability to support one’s own vs. an average family is
small, some variation exists when looking at different types of families. For example, families
with chﬂdﬁ:n (with average family sizes of 3.6 to 4.1) have a harder time s;up;.)_carting ihei-r own
families than they would supporting an average family. On the other hand, families without
children (average family sizes from 1.3 to 2.0) find it easier to support their own family than an
average family of three. These results would be expected simply due to average family size
differences. Because the difference in ability to support one’s own family vs. that of an average
family are so small and predictable, the remainder of the analysis will focus on the ability to

keep one’s own family out of poverty.

E. Are family eamings enough to keep a family out of poverty?

Since a full-year, full-time head’s earnings alone are often inadequate to keep a family
out of poverty, we next _include the entire family’s earnings (Tables 5).” As would be expected,
(Table 5 here)
the inclusion of all earnings substantially lowers the poverty rate (by from 0.2 percentage points
in Sweden to 5.2 percentage points in Canada). However, despite the fact that we continue to
look only at families in which the head works full-year, full—time_:, there are still a large fraction
of households that do not even earn half of the median once other family members earnings are

added in.

It appears to be easiest to support your family by working in the Netherlands where only

1 percent of families do not earn at least half of the median income. Hard work alone does not,

10



TABLE 5
What is the effect of including family earnings and government benefits on poverty rates?

Poverty Rates": Head’s Full-Year Full-Time Earnings®, Household Earnings and DPI

Head FYFT Household change DPI change
Earnings
United States 1986
All Households 8.2 4.1 4.1 4.6 0.5
All Households with Kids 1.4 5.8 -5.6 6.7 0.9
Couples 9.5 4.4 -5.1 5.9 1.5
Singles 17.9 17.9 0.0 i9.1 12
All Households No Kids 4.3 1.9 24 1.9 .0
Canada 1987
All Households 10.1 49 -5.2 34 -1.5
All Households with Kids 1Ls5 53 -6.2 3.8 -1.5
Couples 10.1 4.8 -5.3 N -1.1
Singles ' 233 77 225 -0.8 12.1 -1.4
All Households No Kids 8.4 43 -4.1 2.8 -1.5
United Kingdom 1986
All Households 11.5 8.0 -3.5 5.9 2.1
All Households with Kids 124 5.9 -2.5 6.9 -3.0
Couples 124 10.6 -1.8 7.6 -3.0
Singles® 24.1 24.1 0.0 [t.1 -13.0
All Households No Kids 10.2 54 48 - 4.6 -0.8
Sweden 1987 - ' i
All Households 54 ‘ 3.0 2.4 2.8 0.2
All Households with Kids 6.6 3.0 -3.6 1.9 -1.1
Couples 6.8 28 -4.0 2.0 -0.3
Singles 4.2 42 0.0 0.9 -33
All Households No Kids 42 3.1 -1.1 37 ' 0.6
Netherlands 1987
All Households 1.2 1.0 -02 2.7 1.7
All Households with Kids 1.9 L5 -0.4 7 2.2
Couples 1.7 14 -0.3 34 2.0
Singles® na na na na na
All Households No Kids 0.4 04 0.0 L4 1.0

Notes:

a Poverty rates are the pereent of houscholds whose adjusted income is below half of the adjusted median income.
b Head's eamings include self-employment income

¢ n=54

d n=20




however, guarantee you will stay out of poverty. This is evident in the United Kingdom where
8 percent of families with a full-year, full-time worker eamn less than half of the median income,
even when other family members eamings are included. Single parent families with children
have a particularly difficult time, with poverty rates as high as 24.1 percent in the United
K_ingdom, 22.5 pércent n Car:z;c-i-a and 17.9 percent in the United St_ate;s, even with more than one
full-year, full-time eamer in the household. The numbers are very similar if we define poverty
to be below 40 percent 9f the median income (Appendix Table A-4). Using this definition, the
Netherlands still has the lowest poverty rate at 0.9 percent, and the United Kingdom the highest

at 7.0 percent, but the same general patterns persist.

" F. Do government benefits help families stay out of poverty?

Because so many workers and their families cannot earn enough to keep out of poverty,
even when total hours worked exceed full-year, full-time, govemnments may step in to help
alleviate these difficulties via tax and transfer policy. In three countries, Canada, the United
Kingdom and Sweden, the government package of taxes and transfers reduf:es poverty (Table 5

“final 2 columns). Although the overall effect of the government is small (from a low of a 0.2
percentage point reduction of poverty i Sweden to a high of a 2.1 percentage point reduction
in the United Kingdom), public benefits do seem to help those who need it the most, particularly
single families with children. In these three countries, the gdvemment is able to help lower the
poverty rates of lone parent families by 3.3 percentage points in Sweden, 10.4 percentage points
in Canada, and 13.0 percentage points in the United Kingdom.

The effect of the govemment, however, is not as beneficial in the remaining two

countries: the Netherlands and the United States. The tax and transfer system in the Netherlands
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does not seem to have much of an effect. However, families were generally not made
substantially worse off and poverty rates were very low to begin with. In the United States, on
the other hand, the net govemment tax and transfer package appears to have a detrimental effect

on poverty rates. Although the tax and transfer system in the United States has little overall

negative effect on poverty rates, famﬂicé with children are most consistently hurt by it. For
couples with children, the poverty rate grew 1.5 percentage points from 4.4 percent to 5.9 percent
when government taxes and_ transfers were included. For sing{e families with children it grew
1.2 percentage points to 19.1 percent.

IV. Discussion

These results may serve to dispel some of the myths about who constitutes the poor and
their work status. Large numbers of families that are poor contain a head that works full-year,
full-time. While the ability of workers to avoid poverty varies across countries, a head’s full-
year, full-time earnings alone are not enough to keep his/her family out of poverty in many
nations. The addition of other family member’s incomes, though helpful, still leaves a substantial
" portion of families below half of the median income, particularly in the United Kingdom, but also
in the United States and Canada.

Although the ability of a family to earn enough to keep themselves out of poverty in the
United States was somewhere in the middle of the five countries we examined, government tax
and transfer policy was least apt to help working poor families in 1986. While governmental
assistance in the United States had no overall effect on families without children, for all other
families, poverty rates were actually higher when government tax and transfers were included.

And so, while working full-year, full-time may lower your chances of being poor, it in no way
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guarantees it, particularly in nations where the tax-transfer policy does not produce a package of

benefits which keeps such families from poverty.
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ENDNOTES

Other possible LIS nations which could be included here were Australia, Germany,
Norway, Israel, Italy, Luxembourg and Belgium.

Self-employment income is usually reported only as an aggregate amount, not separated
by head or other earner. We have assumed that household self-employment income
accrues to the head. Based on the UK. data file, which does separate self-employment
income by source, over 90 percent of these earnings accrue to the head of the household
in the U.K.

Near cash benefits are income transfers which are intended to be used for a particular
purpose, e.g. cash housing allowances or student scholarships, or are noncash benefits
which are measured in currency terms and which have a value to the household which
is nearly the same as an equivalent amount of cash. For instance, food stamps in the U.S.
are such a benefit.

In all countries we use questions on disability status to eliminate heads from the universe.
In the U.S. and Netherlands we can also separately identify disability benefits permitting
an additional screen for disability status.

The UK. experienced a severe widening of inequality of wage rates during the 1980°s
(Gottschalk and Joyce, 1991). Thus it could be that larger numbers of the poor are
working full-time but are unable to keep their families from poverty.

We take no account of the fact that fewer single parents are likely to work full-year, full-
time due to government mandated child support benefits or other special benefits reserved

for single parents.

' We fake no account of family labor supply choices. Heads who work full-year, full-time
are less likely to have other family members--spouses, older children--who also work, and
vice versa.
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TABLE A-4

What is the effect of including family earnings and government benefits on poverty rates?

Poverty Rates": Head’s Full-Year, Full-Time Earnings”, Family Earnings and DPI

Head FYFT Househiold Earnings | change DPI change
United States 1986
All Households 4.7 23 -2.4 2.3 0.0
All Households with Kids 6.0 3.1 -2.9 32 0.1
Couples 5.1 2.6 2.5 2.9 0.3
Singles 5.6 53 -03 6.4 1.1
All Households no Kids 3. 13 -1.8 1.1 -0.2
Canada 1987
All Households 6.7 3.1 -3.6 1.8 -1.3
All Households with Kids 7.7 372 -4.5 1.8 -1.4
Couples 6.7 2.8 -39 1.6 -1.2
Singles o £7.5 16.7 -0.8 4.7 -12.0
All Households no Kids 5.5 31 -2.4 1.8 -1.3
United Kingdom 1986
All Households 102 7.0 -32 4.7 -2.3
All Households with Kids 10.6 8.2 2.4 5.3 -2.9
Couples 10.7 8.8 -1.9 5.8 3.0
Singles® 22.2 22.2 0.0 9.3 -12.9
All Households no Kids 9.7 5.3 -4.4 3.8 -1.5
Sweden 1987 |
All Households 3.9 23 -1.6 1.3 -0.5
All Households with Kids 4.4 ) 2.1 -2.3 0.9 -1.2
Couples 4.6 2.0 -2.6 1.0 -1.0
Singles 29 2.9 0.0 0.3 -2.6
All Households no Kids 3.5 2.5 -1.0 2.6 0.1
Netherlands 1987
All Households 1.1 0.9 -0.2 1.4 0.5
All Households with Kids ' 1.7 1.4 -0.3 2.1 0.7
Couples 1.6 1.3 -03 1.9 0.6
Singles na* oa na na na
All Households no Kids 04 0.4 0.0 0.5 0.1
Notes: ' -

a Poverty rates are the pereent of houscholds whose adjusted income is below 40percent of the adjusted median income
b Head's eamnings includes self-employment income

cn=234

dn=20
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