
Work, poverty, and the working poor: 
a multifaceted problem 
New study shows that most 
able-bodied heads of poor households 
demonstrate strong labor force attachment, 
but their employment tends to be 
intermittent, low paying, or both 

SHELDON DANZIGER AND PETER GOTTSCHALK 

In 1984, the poverty rate for all households in the United 
States was slightly less than the rate for 1967 and at about 
the same as that in 1971 .1 About one-fourth of all heads of 
household whom we classified as "expected to work" had 
low weekly earnings . However, about 60 percent of these 
households escaped poverty. 

This article describes changes from 1967 to 1984 in the 
economic status of households headed by persons who are 
expected to work. It compares the situations of households 
that are "poor" with those headed by "low earners." Ex-
cluded from the group expected to work are householders 
who are over age 65, the disabled, students, or women with 
a child under age 6.2 Our results cast doubt on a common 
perception that most poor households are impoverished be-
cause their heads, though capable of doing so, do not work. 3 
A household is classified as poor if its cash income, of all 

types and from all household members, falls below the 
official poverty line for a household of its size . We define 
low earners as household heads with weekly earnings below 
$204 per week in 1984 dollars. Such persons could not earn 
the poverty-line annual income for a family of four if they 
worked 52 weeks a year.4 

Households headed by low eamers are not necessarily 
poor . Whether or not the household is poor depends on the 
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household's own poverty line and its annual cash income . 
Similarly, poor households do not necessarily have heads 
with low weekly earnings . 5 
As the following tabulation shows, there were 93 .5 mil-

lion households in the United States in 1984 . Of these, 
65.33 million had a head whom we classify as expected to 
work . Among this group of households, 17.03 million had 
low weekly earnings, but not all of them were poor : 

All households (millions) . . . . . . . . . . . . . . . . . . . . . . . . 93 .50 

Head expected to work . . . . . . . . . . . . . . . . . . . . . . . . . . 65 .33 
Low weekly earners . . . . . . . . . . . . . . . . . . . . . . . . . . 17 .03 

Household is poor . . . . . . . . . . . . . . . . . . . . . . . . . . 6.09 
Household is not poor . . . . . . . . . . . . . . . . . . . . . . . 10 .94 

Others (earned above $204/week) . . . . . . . . . . . . . . . 48.30 
Household is poor . . . . . . . . . . . . . . . . . . . . . . . . . . .57 
Household is not poor . . . . . . . . . . . . . . . . . . . . . . . 47.73 

Head not expected to work . . . . . . . . . . . . . . . . . . . . . . . 28 .17 
Household is poor . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 .50 
Household is not poor . . . . . . . . . . . . . . . . . . . . . . . . . 20.67 

By having a smaller family or other sources of household 

income, 10.94 million households were able to escape 
poverty. The heads of almost all poor households in which 
the head was expected to work had low weekly earnings 
(6.09 out of 6.66 million), while very few households in 
which the head did not have low weekly earnings were poor 
(0.57 out of 48.30 million) . Thus, about 10 percent (6.66 
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out of 65.33 million) of all households in which the head 
was expected to work were poor in 1984. 

the decline in year-round work was the doubling of the 
unemployment rate between 1967 and 1984. 

Recent trends 
Table 1 shows changes in the incidence of household 

poverty and the composition of all households and all poor 
households, classified by the characteristics of the house-
hold head, for selected years from 1967 to 1984 . The 
poverty rate for all households declined from 17.1 percent 
in 1967 to 13 .1 percent in 1979 and then rose to 15.2 percent 
in 1984, a rate that is quite close to that of 1971 . 
The proportion of all household heads expected to work 

declined slightly from 71 .3 percent in 1967 to 69.9 percent 
in 1984. Among poor households, the proportion expected 
to work increased from 37.1 to 47.0 percent over this pe-
riod, primarily because of the rapid decline in the incidence 
of poverty among the elderly. By implication, at most only 
half of the poverty population could be directly affected by 
increases in the demand for labor, inducements to supply 
more labor, or requirements to work . 
The data in table 1 show that among all poor household 

heads expected to work in 1984, roughly equal proportions 
either did not work at all during the year, worked between 
1 and 47 weeks, or worked all year . This is in contrast to 
1967, when more than half of those expected to work (20 .0 
out of 37.1 percent) worked all year . An important cause of 

Table 1 . Percent distribution of all households and poor 
households by selected characteristics of household head, 
selected years, 1967-84 

ChWWEarbdc 1967 1971 1979 1964 

al households . . . . . . . . . . . . . . . . . . . . . . . . . 100.0 100 .o 1oo.o 100.0 
Head not expected to work . . . . . . . . . . . . . . 28.7 29 .4 30.3 30.1 

Elderly . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.3 19.5 19.6 20.0 
Women, chill under 6 . . . . . . . . . . . . . . . . 2.0 2.4 2.8 3.1 
Student . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.2 2.2 2.4 2.5 
Disabled . . . . . . . . . . . . . . . . . . . . . . . . . . 5.3 5.3 5.5 4.6 

Head expected to work . . . . . . . . . . . . . . . . . 71 .3 70.6 69.7 69 .9 

Weeks worked : 
0 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.9 4.5 4.4 5.9 
1 to 47 . . . . . . . . . . . . . . . . . . . . . . . . . . 7.2 9.8 9 .8 10.0 
48 to 52 . . . . . . . . . . . . . . . . . . . . . . . . . 60 .2 56.4 55 .4 54.0 

Poor households . . . . . . . . . . . . . . . . . . . . . . . 1oo.0 100.0 100 .0 100.0 
Head not expected to work . . . . . . . . . . . . . . 62.9 62.5 61 .5 53.0 

Ekk+dy . . . . . . . . . . . . . . . . . . . . . . . . . . . 40.4 34.7 27.6 20.1 
Women, child under 6 . . . . . . . . . . . . . . . . 7.0 9.8 12.6 12.8 
Student . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.5 6.5 7.7 7.7 
Disabled . . . . . . . . . . . . . . . . . . . . . . . . . . 10.0 11 .5 13.6 12.3 

Head expected to work . . . . . . . . . . . . . . . . . 37.1 37 .5 38.5 47.0 

Weeks worked: 
0 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.3 10 .1 11 .8 15 .1 
1to47 . . . . . . . . . . . . . . . . . . . . . . . . . . 8.8 12.2 14.0 16 .8 
48 to 52 . . . . . . . . . . . . . . . . . . . . . . . . . 20.0 15.2 12.9 15 .1 

Household poverty rate . . . . . . . . . . . . . . . . . . 17 .1 15.0 13.1 15 .2 

Unemployment rate . . . . . . . . . . . . . . . . . . . . . 3.8 5.6 5 .8 7 .7 

NOTE: Columns may not add to subtotals because of rounding. Data for all tables are au- 
ears' oomputetfons from March 1968, 1972,1980, and 1985 Current Population Survey data 
tapes. 

Incidence of low weekly earnings 
Between 1967 and 1979, the incidence of household 

heads with low weekly earnings as a proportion of all house-
hold heads expected to work averaged 19 .4 percent, but 
increased to 26.1 percent by 1984 . In 1984, 21 .1 percent of 
all such men and 44.9 percent of the women had low weekly 
earnings . Thus, a substantial proportion of household heads 
could not keep a family of four out of poverty even if they 
worked 52 weeks at their current weekly earnings .6 The 
following tabulation shows the incidence of low weekly 
earnings among male and female household heads who 
could be expected to work : 

1967 1971 1979 1984 
Low weekly earners : 

All households . . . . . 19 .4 19 .1 19 .7 26.1 
Men . . . . . . . . . . . 13 .9 14.1 14.4 21 .1 
Women . . . . . . . . . 53 .4 47.8 42.4 44.9 

There were major differences in the incidence of, and 
trend in, low weekly earnings among male and female 
household heads. The incidence among men was much 
lower than that for women in every year studied. However, 
the incidence increased for men and decreased for women. 
These trends did not change when we redefined the low 

earnings population as those whose weekly wage was insuf-
ficient to keep a family of three out of poverty-that is, the 
cutoff was lowered from $204 to $159 in 1984 dollars. The 
incidence of low weekly earnings for all household heads 
increased from 15 .2 to 20.0 percent between 1967 and 1984 
under this definition . 

Escaping from poverty 
Because the earnings of household heads can be supple-

mented by other sources of income and because the poverty 
threshold depends on family size, our measure of low earn-
ings does not necessarily mean that the household is poor . 
Most poor household heads who are expected to work had 
low weekly earnings (91 .4 percent), but most heads with 
low weekly earnings escaped poverty (64.2 percent) . 

Table 2 shows the methods by which households headed 
by those with low earnings escaped poverty. We classify 
low-earning household heads who escape poverty into one 
of the eight mutually exclusive categories shown. The clas-
sification is hierarchical: any household head who fits more 
than one category is classified only in the one closest to the 
top of the table. 

Escape from poverty because of small family size indi-
cates that even though the head's weekly earnings times 52 
weeks was below the poverty line for a family of four, actual 
annual earnings did exceed the poverty line for this house- 
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Table 2. Percent distribution of all low-eaming house- 
holds escapin poverty by source of escape, selected 
7 years, 196 

Source 1967 1971 1979 1984 

Percentage of at low-earning households 
escaping poverty . . . . . . . . . . . . . . . . . . . . . 60.0 63.3 67.0 64.2 

Total sources of escape . . . . . . . . . . . . . . . . . . 100.0 100.0 100.0 100.0 

1 . Family size less than four persons . . . . . . . 52.5 50.2 47 .7 43.5 

2. Earnings of members other than head . . . . 26.0 23.6 23 .6 27.1 

3. Private income other than earnings' . . . . . . 8.3 11 .7 11 .6 13.4 

4. Public cash transfers2 . . . . . . . . . . . . . . . . 8 .9 10.1 13 .4 11 .6 

combinations of sources : 

5. 2 and 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 .8 1 .2 0.8 0 .8 

6. 2and4 . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 .7 1 .4 1 .2 1 .5 

7. 3and4 . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 .7 1 .6 1 .5 1 .8 

8. 2, 3, and 4 . . . . . . . . . . . . . . . . . . . . . . . . . 0.1 0.2 0.2 0 .2 

NoTE: Totals may rat add to 100.0 because of rounding . These sources of escape are 
computed in a hierarchical, mutually exclusive fashion in the order shown in rows 1-8. 

1 Private income other than earnings includes sea-employment income from famt and 
nor' farm businesses, interest, dividends, rents, royalties, income from estates or trusts, private 

pensions, alimony, child support, and arty other source of money income which was regularly 
received. 

2 Cash transfers include benefits from Aid o Families with Dependent Children, Supplemental 
Security Income, General Assistance, unemployment compensation, workers compensation, 
government employee pensions, veterans pension and compensation, and Social Security and 
railroad retirement. 

hold . In other words, this household had fewer than four 
members. 

For each of the next three categories-earnings of other 
household members, other private income (which includes 
interest, dividends, rents, private pensions, and so forth), 
and public cash transfers-we use the following procedure. 
First, we compute the gap between the household's poverty 
line and the head's earnings . If the amount of income from 
the fast of these sources exceeds this gap, the household 
was taken out of poverty by this source . If not, we compare 
the next source to the poverty gap. If no single source 
exceeds the gap, but some combination of sources does, the 
household is classified into the appropriate combination 
shown in rows 5 through 8. For example, consider a house-
hold of four persons, two parents and two children, with a 
poverty gap that is $2,000 after the head's earnings have 
been counted. If the wife earned more than $2,000 and the 
household received more than $2,000 in transfers, the 
household would be categorized as escaping from poverty 
because of the earnings of members other than the head 
(row 2) . However, if the wife earned $1,999 instead, the 
household would be counted as escaping because of cash 
transfers (row 4) . If both amounts were $1,999, then escape 
would be via the combination of other earnings and transfers 
(row 6) . 

In every year, at least 60 percent of households whose 
heads were low earners escaped poverty . The largest cate-
gory of escape (row 1) indicates that the earnings of the head 
exceeded the household's poverty threshold, implying a 

household of fewer than four persons. The next most impor-
tant source was the earnings of other household members. 
Other private income sources and cash transfers follow in 
roughly equal importance . However, the role played by cash 
transfers is small, owing in part to the hierarchical nature of 
our classification, but also to the unavailability of cash 
transfer programs for many of those expected to work and 
the relatively small average level of benefits for recipients .? 

Characteristics of the poor, expected to work 

Table 3 shows selected demographic and economic char-
acteristics of poor households in which the head is expected 
to work . Although only about 10 percent of all households 
in which the head was expected to work were poor in 1984, 
they represented almost half of all poor households . 
The top panel of table 3 further classifies poor households 

headed by persons expected to work by sex, race, Hispanic 
origin, and presence of children . In 1984, roughly half of 
these households (51 .4 percent) consisted of single individ-
uals or childless couples . Of the remaining 48.6 percent 
with children, 27 .6 percent were white, 13.2 were non-
white, and 7 .8 percent were Hispanic . Thus, while a major-
ity of poor households with children were white, nonwhites 
and Hispanics were overrepresented. 
Between 1967 and 1984, households headed by women 

with children over age 6 increased from 13 .4 to 17 .7 percent 
of poor household heads who are expected to work . This 
trend toward the feminization of poverty was more pro-
nounced among all poor households, as the percentage of 
such households headed by women with children under age 
6 increased from 7 .0 to 12.8 percent over the study period . 
(See table 1 .) 
The bottom panel of table 3 shows, for poor households 

in which there were children and a head expected to work, 
the proportion who received cash transfers, the weeks 
worked per year by the heads, the average amounts of 
household transfers, and the earnings of heads who worked, 
in constant 1984 dollars. Between 1967 and 1984, the share 
of those who received transfers increased from 17 .1 to 38.2 
percent for male-headed households, and from 48 .9 to 61 .5 
percent for households headed by women. Most of the in-
crease for men was attributed to the increased Social Secu-
rity, disability, and unemployment insurance benefits ; most, 
for women, to increased welfare receipts . The average 
transfer amount (in 1984 dollars) peaked at $3,336 for men 
and $5,425 for women in 1971 . Between 1971 and 1984, 
the average benefit declined substantially for single moth-
ers . 
The fact that fewer than 40 percent of poor male house-

hold heads and only about 60 percent of all poor female 
household heads received transfers in 1984 indicates a sub-
stantial and growing gap in the safety net for many poor 
children . 

There was a sharp decrease between 1967 and 1984 in the 
proportion of men who headed poor households and worked 
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all year (from 71 .8 to 45.6 percent) and a sharp increase in 
the proportion of those who did not work at all (from 7.8 to 
17.0 percent) . This undoubtedly reflects increased unem-
ployment rates, but may also reflect increased participation 
in transfer programs .8 For women, the percentage who did 
not work at all diminished somewhat over the period, and 
the proportion working full year declined considerably 
(from 32.6 to 21 .4 percent) . Nonetheless, nearly half of the 
men and about 20 percent of the women (with children over 
age 6) who headed poor households worked all year in 1984 . 

For male household heads who worked, earnings in con-
stant dollars declined substantially over the analysis period, 
reflecting both the decline in weeks worked and the in-
creased incidence of low weekly earnings . Nonetheless, in 
every year studied, earnings were much more important to 
these households than were transfers. For female household 
heads who worked, earnings in constant dollars increased 
somewhat over the period . However, because more female-
than male-headed households received transfers and fewer 
had a working head, transfers were their most important 
income source . 

Table 3. Selected characteristics of poor households 
headed by those expected to work, selected years, 
1967-84 

Characterlf 1967 1971 1979 1984 

Dernograpnic composition : 

Total . . . . . . . . . . . . . . . . . . . . . . . . . 100.0 100.0 100.0 100.0 
White, ran-Hispanic: 

Men with children . . . . . . . . . . . . 29.5 22.9 18.5 19 .5 
Women with children over age 6 . 7.8 7.4 9.0 8.1 

Nonwhite, non-Hispanic: 
Men with children . . . . . . . . . . . . 11 .5 8 .5 5 .7 6.2 
Women with clbldren over age 6 . 5.6 6 .4 7.7 7.0 

Hispanic: 
Men with children . . . . . . . . . . . . (h) 4.6 4.3 52 
Women with children ova age 6 . (r) 1 .3 2.4 2.6 

Households without children . . . . . . . 45.6 49.0 52.3 51 .4 

Transfer reclpiency and earnings: 

Male head with children : 
Percent receiving cash transfers . 17.1 20.4 32 .3 38.2 
Average household transfersz . . . $2,871 $3,336 $3,086 $3,260 
Percent working 0 weeks . . . . . . 7.8 10.6 10 .7 17.0 
Percent working 48 weeks or 

mane . . . . . . . . . . . . . . . . . . . . 71 .8 69 .3 52.7 45.6 
Average earnings of heads . . . . . $6,650 $5,820 $4,860 $4,484 

Female head with children over 
age 6: 

Percent receiving cash transfers . 48.9 62.3 61 .9 61 .5 
Average household transfers2 . . . $1,529 $5,425 $4,637 $3,925 
Percent working 0 weeks . . . . . . 55.7 63.6 50.6 50 .3 
Percent waking 48 weeks or 
more . . . . . . . . . . . . . . . . . . . . 32.6 25.5 18.3 21 .4 

Average earnings of heads . . . . . $3,531 $3,699 $3,783 $3,818 

r Data relating to 1967 are rat available for Hispanics . Both white and nonwhite categories for 
that year include Hispanics. 
2 In constant 1984 dollars for recipients. Cash transfers include benefits from Aid to Families 

with Dependent Children, Supplemental Security Income, General Assislance, unemployment 
compensation, workers' compensation, government employee pensions, veterans' pension and 
compensation, and Social security and railroad retirement. 
3 In constant 1984 dollars for heads with earnings . 

Table 4. Federal direct tax bill for a family of four with 
poverty-line earnings, selected years, 1965-841 

Poverty- 
~ 

Social Total 6lhodve 
Year Security tax Federal tax rates 

wrrings taxi (anployse's share) tax On Percent) 

1965 . . . . . . . . $ 3,223 $ 31 .22 $116.83 $ 148.05 4.4 
1969 . . . . . . . . 3,743 104.02 179.66 283 .68 7.6 
1971 . . . . . . . . 4,137 54.18 215.12 269.30 6.5 
1973 . . . . . . . . 4,540 33.60 265.59 299.19 6.6 
19744 . . . . . . . 5,038 3.32 294.72 298 .04 5 .9 
1975 . . . . . . . . 5,500 -250.00 321.75 71 .75 1 .3 

1977 . . . . . . . . 6,191 -180.90 362.17 161.27 2.9 
1978 . . . . . . . . 6,662 -133.80 403.05 269.25 4.0 
1980 . . . . . . . . 8,414 -54.00 515.78 461.78 5.5 
1982 . . . . . . . . 9,860 285.00 660 .62 945.62 9.6 
1984 . . . . . . . . 10,609 366.00 710.80 1,076.80 10.1 

h The family of four is hypothetical. We assume it consists of a married couple with two 
child ren on a farm; has only one eamer per family; and that all its income is from wages 
and 

2 The data horn 1975 to 1984 include the earned income tax credit. A negative entry repre- 
sents a refund to the family. 
3 Defined as total Federal tax as a percentage of family income. 
4 The Tax Reduction Ace of 1975 rebated $100 of 1974 personal income taxes to a family at 

this income level . 

Federal taxes of the working poor 
While some able-bodied heads of poor households re-

ceive transfers, the majority of them work and pay taxes. 
Table 4 shows the amount of taxes that a hypothetical family 
of four at the poverty line (a low weekly earner by our 
definition) would have paid in Federal income tax and So-
cial Security tax if he or she had worked all year and had had 
no other source of income . 
In 1984, this family would have paid $366 in personal 

income taxes and $711 in Social Security taxes, or 10.1 
percent of household income . Not only is this tax burden 
high in an absolute sense, but it is also high in comparison 
with the taxes imposed on similar poor households in earlier 
years. Although Social Security taxes steadily increased 
between 1965 and 1984, they were offset by reductions in 
Federal income taxes during the 1970's . The result was a 
decline in effective tax rates from 4.4 percent in 1965 to a 
low of 1 .3 percent in 1975 . This stands in sharp contrast to 
the steady increase in the effective tax rate on working poor 
households after 1975 . Thus, if taxes were subtracted from 
the earnings data, the increased incidence of low weekly 
earnings over the 1967-84 period would be even greater 
than that shown in the text tabulation (p . 18). Moreover, a 
family with earnings only and a family with earnings and 
welfare benefits at a given income below the poverty level 
will be counted as equally poor in the census data, but the 
family with earnings only will have a lower spendable in-
come owing to taxation . 

OUR RESULTS SHOW THAT : 

e Poverty for all households in 1984 was somewhat below 
the rate for 1967 and at about the same level as it was in 
1971 . Large changes have occurred, however, in the 
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labor market characteristics of the poor during the period . 
" The majority of the heads of poor households are not 

expected to work because they are either over 65 years of 
age, disabled, students, or women with children under 6 
years of age. 

" About a quarter of all household heads who are expected 

to work have low weekly earnings . About 60 percent of 

their households nevertheless escape poverty . 

" Among the remaining poor households with an able-
bodied head, most have substantial labor market attach- 

ment . About half of all poor able-bodied mothers whose 
youngest child is over age 6 work at some point during the 
year, as compared with about 80 percent of men who head 
poor households with children . 

" Despite this work effort, poor households remain in 
poverty because of low annual earnings, which reflect 
both low weekly earnings and less than full-year work . 
And most of these households would remain poor even if 
their heads worked a full year at their current weekly 
earnings rate . El 
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I A household consists of a family or an unrelated individual . This 
differs from the Census Bureau's definition of a household which "consists 
of all persons who occupy a housing unit ." Characteristics of Households 
and Persons Receiving Selected Noncash Benefits : 1984, Series P-60, 
No . 150, p. 109. For example, if an unrelated individual resides in the 
same housing unit as a family of four, we would have two households and 

the Census would have one. Our definition is consistent with the assump-
tion that the family and the unrelated person do not pool their incomes; the 
Census definition is consistent with income-pooling. 

2 While child care responsibilities may complicate labor market opportu-
nities for single-parent households with a child over 6, we nevertheless 
classify such persons as expected to work because this is consistent with 
existing welfare policies . 

3 Throughout this paper, we use the official measure of poverty as 
defined by the Census Bureau . This measure is based on cash income and 
does not account for the receipt of in-kind benefits, such as medicare, 
medicaid, and food stamps . Inclusion of benefits would lower the extent of 
poverty in any year, but would not alter the trends in work effort and the 
incidence of low earnings discussed here . 

Data for valuing in-kind benefits are available only for the years since 
1979 . All the data presented are based on computations by the authors from 
the computer tapes of the March 1968, 1972, 1980, and 1985 Current 
Population Surveys, conducted by the Bureau of the Census . 

° In 1984, the poverty level for a family of four was $10,609. We define 

any household head with weekly earnings below $204 as a low earner, 
regardless of his or her own household size . The poverty line for every 
family size is fixed in real terms and varies over time only because of 
changes in the Consumer Price Index. The same is true for our low-earnings 
threshold . 

5 For example, a head of a household of four persons who eams $250 per 
week would not be counted as a low eamer even if she or he worked only 
10 weeks in the last year . If this were the household's only income for that 
year, the household would be poor. However, the householder would not 
be classified as a low earner because her or his household would escape 
poverty through full-year work . Also, consider the head of a two-person 
household who eams $150 per week for 50 weeks, or $7,500 per year . We 
classify this head as a low earner, but the household is not poor because the 
poverty line for a two-person household is $6,762 . 

6 Note that if a head did not work at all during the year, we consider him 
or her as a low earner, along with those whose weekly earnings fell below 
our threshold . 

7 When we recompute the low earnings cutoff on the basis of a poverty 
line for a family of three, the importance of family size obviously de-
creases . Nonetheless, a family size of less than three persons is still the 
largest single source of escape for households whose heads have low 
weekly earnings . 

8 We have shown elsewhere that the increased transfers can account for, 
at most, small declines in work effort over this period . See Sheldon 
Danziger and Peter Gottschalk, "The Poverty of Losing Ground," Chal-
lenage, May-June 1985, pp . 32-38. 




