WORK!™{ HARD
FALLING SHORT

The American Dream is grounded in the belief that hard work leads to economic advancement and self-sufficiency. Today, the stark
reality is that too many American families, despite working hard, earn incomes too low to achieve economic security.

mi» More than one out of four working families with children is low-
income. In all, a total of 42 million adults and children struggle
to get by.’

* The number of low-income working families increased by 350,000
between 2002 and 2006.

’ Income inequality among working families increased by almost
10 percent from 2002 to 2006.2

This new analysis of U.S. Gensus data shows that America faces a major challenge—helping working families achieve economic
success in the 21st Gentury. The economic turmoil of 2008 is creating even greater challenges for these families and making
economic advancement more difficult. Yet government has generally failed to strengthen public policies to effectively serve working
families. The Working Poor Families Project is based on the conviction that federal and state policies must do a better job of
supporting families seeking to work their way into the middle class. This includes adopting public policies that build the education
and skills of adult workers; generate more well-paying jobs with benefits; and provide the supports needed to ensure that work
pays. Government must work for working families and restore the promise of the American Dream.

VWW.WOrkingpooridmilies.org



merica’s low-income working families typically in-
clude men and women who work as cashiers, cus-
todians, child care workers, health care aides and
security guards—workers who constitute the back-

bone of an increasingly service-based economy.
They work hard, pay taxes and strive to achieve a brighter eco-
nomic future for their families. But they lack the earnings nec-
essary to meet their basic needs®*—a struggle exacerbated by
soaring prices for food, gas, health care and education.

One out of four working families with children—a total
of 9.6 million working families—is low-income. As shown in
the bar graph below, these families pay a higher percentage of
their income for housing than other working families, are far
less likely to have health insurance,
and often lack the education and skills
that enable others to succeed in today’s
skills-driven economy.

At the same time, low-income working families, contrary to
popular myth, work hard. Adults in low-income working fami-
lies worked on average 2,552 hours per year in 2006, the equiv-
alent of almost one and a quarter full-time workers. Despite
working hard, too many American families are struggling to
get by, advance to the middle class and provide a secure future
for their children.

Since the Working Poor Families Project’s last report in
2004, the conditions for working families in America have
worsened. As shown in the following table, the number of low-
income working families with children has increased by more
than 350,000. This increase is alarming as it occurred at a time
of solid national economic growth.*

Income inequality increased among working families by

More than 21 million children live
in low-income working families.

almost 10 percent in recent years as indicted by the widening
gap between the share of income received by the highest-earn-
ing working families and the share received by the least affluent
ones.’” This growing disparity between poor and wealthy fami-
lies affects more and more children, with more than 21 million
children living in a low-income working family. And more low-
income working families find it difficult to secure affordable
housing or access to health care.

One key factor is that America’s educational systems contin-
ue to poorly prepare workers for jobs requiring higher skills. At
the same time, the economy is comprised of a larger share of
low-paying jobs, with an increase of 4.7 million jobs paying a
poverty-level wage from 2002 to 2006.°

A major challenge moving ahead
will be to raise the education and
skills of America’s workers to meet
the needs of the changing economy.
Almost one-half of all job openings require more than a high
school education,” yet as noted in the Report of the National Com-
mission on Adult Literacy, 88 million adult workers are not pre-
pared for these positions;® 25 million of these adult workers
lack a high school degree or its equivalent. At the same time,
combined federal and state government resources for such pro-
grams as adult education or skills development serve approxi-
mately one-tenth of the need.

Experience shows that public policies that promote educa-
tion and skills development, quality jobs, health care and fam-
ily leave are effective ways to foster family economic security.
With elections preparing to reshape administrations in Wash-
ington and many state capitals, fresh and immediate attention
to these issues is needed.

Challenges Confronting Low-Income Working Families in 20062
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Facts AbOUTLOW ncome NOTKIngk amilics

Low-income families do not work.
72% of low-income families work.

Low-income families do not work hard.
The average annual work effort for low-
income working families is 2,552 hours,
roughly one and one-quarter full-time jobs.

Low-income working families are headed
by single parents.

52% of low-income working families are
headed by married couples.

Low-income working families are headed
by immigrants.

69% of low-income working families have
only American-born parents.

Low-income working families have very
young parents.

89% of low-income working families have
a parent between the ages of 25 and 54.

Low-income working families are over-
whelmingly minority.

43% of low-income working families have
white, non-Hispanic parents.

Low-income working families are depen-
dent on public assistance.

25% of low-income working families
receive food stamp assistance.

Changed Conditions from 2002 to 20062

Working families below 200% of poverty
Children in working families below 200% of poverty

Working families spend more than a third of income on housing
In working families at least one parent without health insurance

Adults 25-54 high school degree/GED or less
Jobs paying below poverty threshold

2002 2006
Number % Number %
9,202,890 27.4 9,572,450 28.2
20,208,334 32.3 21,061,465 32.8
4,615,876 51.9 5,537,965 59.5
3,382,083 36.7 3,772,324 38.7
51,205,868 417 53,615,975 42.2
24,702,000 194 29,390,000 22.2




AFifty-State Economic Issue

The problem is sizeable.

As measured in 2006, all states have a significant
number of low-income working families. Californiaand
Texas each have more than a million low-income working fam-
ilies, while Florida and New York each have more than 500,000.
Even the five states with the smallest percentage of such fami-
lies (New Hampshire, Maryland, Connecticut, Massachusetts
and New Jersey) are home to roughly 500,000 of these families
collectively.

In 13 states, 33 percent or more of working families
are low-income, and two states, Mississippi and New Mexi-
co, have 40 percent or more. In eight states, 40 percent or more of
the children of working adults reside in low-income families.

Economic opportunity is not equally
shared.

In 13 states, 50 percent or more of minority working
families are low-income. By comparison, there is not one
state where white working families represent half of the low-in-
come population. At most, in West Virginia, one-third of white

working families are low-income.

In seven states, more than one-third of low-income
working families have a parent without a high school
degree, with one state, California, exceeding 50 per-
cent. Among working families that are not low-income, only
10 percent nationally have a parent who did not complete high
school.

Too many jobs offer low wages
and inadequate benefits.

Nationally, more than one in five jobs, or 22 percent,
is in an occupation paying wages that fall below the
federal poverty threshold. In eight states, more than one-
third of all jobs are in poverty-wage occupations.

Nationally, 39 percent of low-income working fami-
lies include a parent without health insurance. Fif-
teen states have 40 percent or more; two states, Texas and New
Mexico, have 50 percent or more.

Conditions in the states vary substantially across the country
as do state commitments to working families. State policies
related to the minimum wage, taxes, financial aid for postsec-
ondary education, health care and paid family leave affect the
ability of working families to prosper and achieve economic
advancement. All states can strengthen their policies to better

serve low-income working families.



Characteristics, Conditions and Challenges of Low-income Working Families in the States (2006)*
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Virginia
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U.S.

*The state with the best outcome or condition is ranked number one.
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Characteristics, Conditions and Challenges of Low-income Working Families in the States (2006)*

Low-Income Working Low-Income Working

Low-Income Working Low-Income Working Families with Housing Families with Parent Percent of Jobs
Families with Parent Families with Parent Cost Greater than No Health Insurance in Occupations Paying
No High School/GED No Postsecondary 1/3 Income (avg. 2005-07) Below Poverty in 2006
% Rank %  Rank % Rank % Rank % Rank
29 34 55 23 46 9 39 32 35.2 45 Alabama
18 9 48 13 54 23 32 16 7.6 1 Alaska
42 48 60 45 58 29 45 44 23.7 26 Arizona
27 25 55 23 44 7 38 30 36.1 47 Arkansas
52 50 66 50 72 47 43 39 17.5 14 California
35 46 55) 23 69 40 49 47 13.8 6 Colorado
21 11 56 34 70 44 27 9 10.8 3 Connecticut
24 19 61 47 65 38 33 19 22.7 25 Delaware
29 - 62 - 55 - 19 - 7.3 - District of Columbia
29 34 56 34 70 44 46 46 25.0 30 Florida
32 42 60 45 56 25 40 36 29.3 39 Georgia
17 8 49 16 64 37 14 1 20.6 20 Hawaii
27 25 4 3 51 21 38 30 27.3 36 Idaho
32 42 59 23 65 38 31 13 20.7 21 Illinois
26 24 56 34 51 21 34 22 24.6 29 Indiana
21 11 43 7 46 9 30 12 25.5 33 lowa
27 25 49 16 46 9 33 19 25.3 31 Kansas
28 31 57 38 44 7 34 22 24.3 27 Kentucky
29 34 58 39 47 12 49 47 34.8 44 Louisiana
14 5 47 12 49 16 20 5 16.5 12 Maine
25 20 55 23 69 40 39 32 17.5 13 Maryland
27 25 55 23 73 49 19 3 8.5 2 Massachusetts
22 15 48 13 62 34 29 11 1941 17 Michigan
21 11 46 11 58 29 26 8 15.4 10 Minnesota
28 31 55 23 48 14 39 32 36.9 49 Mississippi
25 20 51 20 50 18 36 28 28.6 37 Missouri
13 2 36 2 47 12 42 37 35.6 46 Montana
22 15 44 9 49 16 34 22 22.4 24 Nebraska
41 47 64 48 69 40 35 27 18.8 16 Nevada
15 6 44 9 71 46 34 22 14.0 7 New Hampshire
29 34 58 39 79 50 43 39 13.7 5 New Jersey
34 44 59 23 42 4 50 49 36.6 48 New Mexico
31 a1 58 39 69 40 25 7 17.9 15 New York
30 39 54 21 50 18 43 39 24.4 28 North Carolina
12 1 30 1 36 2 32 16 28.7 38 North Dakota
22 15 55 23 57 28 27 9 21.4 22 Ohio
28 31 55 23 43 5 44 43 32.2 40 Oklahoma
30 39 48 13 60 33 45 44 14.8 9 Oregon
20 10 56 34 56 25 31 13 2241 23 Pennsylvania
34 44 54 21 72 47 18 2 15.8 11 Rhode Island
25 20 58 39 48 14 36 28 32.3 42 South Carolina
13 2 42 5 32 1 31 13 34.3 43 South Dakota
27 25 58 39 50 18 32 16 26.7 34 Tennessee
46 49 64 48 56 25 57 50 32.2 a1 Texas
25 20 41 3 59 31 33 19 25.5 32 Utah
13 2 43 7 62 34 21 6 14.5 8 Vermont
27 25 55 23 55 24 39 32 20.0 18 Virginia
29 34 50 18 62 34 34 22 11.8 4 Washington
23 18 58 39 40 3 43 39 38.5 50 West Virginia
21 11 50 18 59 31 19 3 2041 19 Wisconsin
16 7 42 5 43 5 42 37 26.7 35 Wyoming
33 57 60 39 22.2 U.S.

*The state with the best outcome or condition is ranked number one.



A Gall For Stronger Policies

States are developing innovative policies.

State governments are strengthening policies that affect low-
income working families in two key ways: 1) investing in pro-
grams to advance the skills of adult workers; and 2) helping to
meet the basic household needs of working families.

States are investing in adult workers primarily by improv-
ing education and skill-development policies that help work-
ers compete in the new economy. This includes working with
employers to raise the basic education and literacy levels of
workers and allocating financial aid to adults seeking to attend
community colleges. Nationwide efforts, including the Nation-
al Governors’ Association Pathways to Advancement, C.S. Mott
Foundation’s State Sector Strategies, Ford Foundation’s Bridges to
Opportunity and the Joyce Foundation’s Shifting Gearsinitiatives,
have supported comprehensive policy reform at the highest lev-
els of state government.

To meet the needs of working families, states are strength-
ening policies related to pay and benefits. Half of the states now
maintain a minimum wage above the federal wage standard,
and some states are doing more to provide paid parental leave
for family and medical needs and to lower tax rates on the work-
ing poor. A number of states have recently created commissions
to identify better policies to reduce family poverty.’

Implications for Federal Policy

State actions are only part of the answer. The federal government has a role and responsibility to ensure that all hard-working
families have a true opportunity for economic advancement and success. It also has a responsibility to help keep American
businesses competitive by investing in a higher-skilled labor force.

The nation requires a federal commitment to honor and support the efforts of all working families. That commitment
should focus on four key goals:'® e Increase the number of working adults enrolled in and successfully completing education
and skills-development programs. ¢ Improve wages, benefits and supports for low-income working families and increase
the number of good jobs. ® Regularly assess the challenges of America’s working families and government policies on
their behalf. e Focus the nation’s attention on increasing economic opportunities for low-income working families.

The nation cannot afford to ignore the declining conditions of working families. To renew the promise of the American
Dream, federal and state governments must strengthen policies to better prepare working families for the economic challenges
of the 21st Century. The time to act is now.



The Working Poor Families Project

The increasing challenges confronting America’s working families prompted national leaders to launch the Working Poor Families Project in
2002. With assistance from the Annie E. Casey, Ford, Joyce and C.S. Mott Foundations, this national initiative annually examines the conditions of
America’s working families and supports state nonprofit organizations to strengthen state policies in order to promote economic advancement
and success. To learn more, see www.workingpoorfamilies.org. The Working Poor Families Project in 2008 operates in 24 states and the District

of Columbia, working with these nonprofit partners:

Alabama: Arise Citizens’ Policy Indiana: The Institute for Working

Project Families

Arkansas: Southern Good Faith Kentucky: Mountain Association for
Fund Community Economic Development
Colorado: The Bell Policy Center Maine: Maine Center for Economic
Connecticut: Connecticut Policy

Association for Human Services Maryland: Job Opportunities Task
District of Columbia: DC Appleseed  Force

Massachusetts: Crittenton
Women’s Union

Michigan: Michigan League for
Human Services

Center for Law and Justice
Georgia: Georgia Budget and Policy
Institute

Illinois: The Chicago Jobs Council

Endnotes

1. Data are derived from the American Community Survey 2006 us-
ing the following definitions: A family is defined as a primary married-
couple or single-parent family with at least one child under age of 18.
Workis defined as a combined family work effort of 39 or more weeks
in the last 12 months or a combined work effort of 26 weeks and at least
one currently unemployed parent looking for work in the previous
four weeks. Low-income working family is defined as a family earning
less than 200 percent of the poverty income threshold as defined by
the U.S. Census Bureau for 2006, which was $41,228 for a family of four.
Earnings at 200 percent of poverty are used for low-income as a num-
ber of studies, including from the National Research Council, have
concluded that the poverty threshold is an inadequate measure of eco-
nomic self-sufficiency as it fails to consider the realistic costs of basic
needs for families today.

2. Unless otherwise noted, data presented in this report are based on
analyses from the Current Population Survey (health insurance), U.S.
Bureau of Labor Statistics (Jobs Paying Below Poverty) and the U.S.
Census Bureau’s American Community Survey. The analysis of the
CPS and ACS were generated by the Population Reference Bureau.

3. Families seeking economic self-sufficiency today must have income
to cover an ever increasing array of household basic needs such as
housing, child care, health care, food, transportation and taxes. After
meeting these expenses, far too many families have little or no income
for other family needs such as education and retirement.

4.According to the U.S. Bureau of Economic Analysis, the real per capi-
ta gross domestic product increased 8.3 percent from 2002 to 2006.

5. The ratio of income inequality between the top quintile of working
families and bottom quintile increased from a ratio of 8.4 in 2002 to
9.2 in 2006.

6.In 2006, $9.91 is the hourly wage a full-time worker needs to meet the
poverty threshold for a family of four.
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The Workforce Alliance, Washington, D.C. 2007.
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