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of American families. Nevertheless, not all expenses are covered in the NSAF, and some 

imputations we use in this paper are quite crude. For example, to approximate food 

expenditures, we assume that families spend exactly as much as it would cost to purchase 

the items in USDA’s thrifty food plan—the basis for the federal poverty level. Although 

this does account for variation in family size, it is unclear whether families spend this 

amount, especially extremely low income families. In future work, it would be useful to 

use regression-based imputations based on food expenditures observed in other data sets 

such as the PSID.  

Another expense that is likely to be quite important for working families is health 

insurance premiums. These are not measured in the NSAF, although it would be possible 

to impute premiums using information about whether a working family member has 

employer-sponsored or private health insurance coverage and the occupation/industry in 

which the worker is employed (though issues related to the employer and employee cost 

of insurance, the incidence of tax benefits, the cost of copays, and the pecuniary value of 

insurance would make this type of imputation difficult at best). 

Another concern with our analysis is that we define low-income families based on 

income to needs ratios. Although it is clear that some adjustment should be made for 

family size and composition, our approach is likely to result in a disproportionately high 

number of large families falling into our low-income group, and the absolute dollar value 

of the family’s income might be quite high. For example, a two-parent family with six 

children would be low-income even with an annual income of $64,000 (in 2005 dollars).  

Finally, it is important to note that we make comparisons across broad subgroups 

and do not take into account differences in the composition of those subgroups. For 
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example, when we compare high-work to moderate-work families and find significant 

differences in material well-being, we cannot conclude that these differences are due to 

work status; they may be due to differences in the characteristics (education, marital 

status, etc.) of the work subgroups (of course, it could be that the influence of these 

characteristics on well-being operate through their effects on work status). Similarly, 

differences between single-mother and other high-work families in their net incomes may 

be due to differences in characteristics other than marital status. In future work, it will be 

useful to assess differences across subgroups in a multivariate context to gain a better 

understanding of how and why subgroup differences appear. 

Conclusion 

This paper uses data from the 2002 round of the NSAF to carefully examine the 

incomes and certain expenses of high-work, low-income families to see if these families 

are making ends meet and how much better off low-income families with a full-time, 

full-year worker are than families with lower levels of work effort. We find that, on 

average, expenses are in line with income for these families in a single year. After 

subtracting known expenses for housing, health care, and child care as well as inferred 

expenses for food, clothing, and transportation, factoring in federal income and payroll 

taxes, and accounting for the cash value of food stamps, we find that high-work, low-

income families have about $8,000 a year left over to spend on other items such as 

utilities, purchase and repair of appliances and household furnishings, health insurance 

premiums, children’s needs (including educational expenses), and personal care products. 
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Gross income (before taxes and transfers) varies substantially by the level of work 

attachment and by other characteristics, and net income (after taxes and transfers) varies 

only slightly less. However, there is surprisingly little variation in expenses, so families 

with lower work attachment have substantially less income left over for discretionary 

spending or saving, and may even find themselves running up debts to cover basic needs. 

It is also important to note that while the average high-work, low-income family 

has income to cover its expenses, many do not. For example, poor high-work families 

have incomes that are not sufficiently high to cover all their essential expenses. Other 

subgroups of high-work, low-income families such as those with young children, on 

average, have incomes that are in line with their typical expenses; and high-work, low-

income families headed by immigrants are only slightly worse off. 
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