
Social Problems, Vol. 57, Issue 4, pp. 559–585, ISSN 0037-7791, electronic ISSN 1533-8533. © 2010 by Society for the Study of 
Social Problems, Inc. All rights reserved. Please direct all requests for permission to photocopy or reproduce article content 
through the University of California Press’s Rights and Permissions website at www.ucpressjournals.com/reprintinfo/asp.
DOI: 10.1525/sp.2010.57.4.559.

More Than Just Nickels and Dimes:  
A Cross-National Analysis of Working 
Poverty in Affluent Democracies

David Brady,  Duke University

Andrew S. Fullerton,  Oklahoma State University

Jennifer Moren Cross,  Duke University

Despite its centrality to contemporary inequality, working poverty is often popularly discussed but rarely 
studied by sociologists. Using the Luxembourg Income Study (2009), we analyze whether an individual is work-
ing poor across 18 affluent democracies circa 2000. We demonstrate that working poverty does not simply mirror 
overall poverty and that there is greater cross-national variation in working than overall poverty. We then exam-
ine four explanations for working poverty: demographic characteristics, economic performance, unified theory, 
and welfare generosity. We utilize Heckman probit models to jointly model the likelihood of employment and 
poverty among the employed. Our analyses provide the least support for the economic performance explanation. 
There is modest support for unified theory as unionization reduces working poverty in some models. However, 
most of these effects appear to be mediated by welfare generosity. More substantial evidence exists for the demo-
graphic characteristics and welfare generosity explanations. An individual’s likelihood of being working poor can 
be explained by (a) a lack of multiple earners or other adults in one’s household, low education, single mother-
hood, having children and youth; and (b) the generosity of the welfare state in which he or she resides. Also, 
welfare generosity does not undermine employment and reduces working poverty even among demographically 
vulnerable groups. Ultimately, we encourage a greater role for the welfare state in debates about working poverty. 
Keywords: poverty, work, working poor, social policy, labor markets.

Relative to most social problems, the working poor stand out for attracting a great deal of 
journalistic attention (e.g., Ehrenreich 2001; Shipler 2004) without a corresponding extensive 
sociological literature. Indeed, to the best of our knowledge, no article on the working poor 
has ever appeared in sociology’s leading generalist journals.1 There has been a modest litera-
ture on the working poor (e.g., Andress and Lohmann 2008; Blank, Danziger and Schoeni 
2006; DeFina 2007; Gleicher and Stevans 2005; Hauan, Landale, and Leicht 2000; Iceland and 
Kim 2001; Joassart-Marcelli 2005; Lohmann 2009; Munger 2002; Newman 1999; Newman 
and Chen 2007), and studies of low-wage workers or welfare certainly should inform studies 

1.  Specifically, we are referring to American Sociological Review, American Journal of Sociology, Social Forces, or Social 
Problems. The only possible exceptions are Harris (1993) and Lichter (1988). Both are relevant, nevertheless, their ques-
tions and measures were quite distinct. Even among recent cross-national poverty research by American sociologists 
(e.g., Brady 2009; Brady, Fullerton and Cross 2009), no study analyzes working poverty. It should be noted that Eu-
ropean scholars have been ahead of U.S. scholars in studying working poverty (see e.g., Andress and Lohmann 2008; 
Lohmann 2009). This is striking because, as we show, working poverty is far more prominent in the United States (even 
compared to high U.S. overall poverty).
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of working poverty. However, as Dan Zuberi (2006) remarks, “The sociology of the working 
poor is . . . underdeveloped” (p. 16). In contrast, sociologists have produced dramatically more 
research on welfare, single-mother, and concentrated inner-city poverty (O’Connor 2000). 

This would not be problematic if the working poor were a particularly small or idiosyn-
cratic segment of the poor. Yet, the working poor might actually be the most typical poor 
(Blank 1997; Newman 1999). In the United States, there are more than twice as many people 
in working poor households as in single-mother poor households, and more than four times 
as many as in poor households where no one is employed. In 2000, more than 11 percent of 
the U.S. population resided in poor households with at least one employed person, while only 
4.1 percent resided in poor single-mother households and 2.6 percent resided in poor house-
holds with no one employed. The United States is not anomalous in this regard, as there is 
more working than unemployed poverty in 14 of the 18 affluent democracies in our study.2

Working poverty is also theoretically salient. Many conclude that employment is a key 
path for escaping poverty (Harris 1993), and boosting employment is essential for reducing 
inequality (Bluestone and Harrison 2000). Households containing employed people are far 
less likely to be poor (Hills 2004; Lohmann 2009). As Lee Rainwater and Timothy Smeeding 
(2004) claim, “The most important step in reducing poverty among children is to ensure that 
at least one parent is employed” (p. 133). William Julius Wilson even explains concentrated 
inner-city poverty as the result of When Work Disappears (1996). Thus, that people are em-
ployed and still poor represents a critical puzzle. Moreover, working poverty speaks to grow-
ing and cross-national differences in inequality, as well as important transformations in the 
workplace (Kalleberg 2007).

The literature on working poverty is almost entirely comprised of case studies of individ-
ual countries (e.g., Andress and Lohmann 2008); examinations of demographics or economic 
performance in the United States (e.g., Blank, Danziger, and Schoeni 2006); analyses of select 
groups in the United States (e.g., Hauan et al. 2000); or ethnographies in one (e.g., Newman 
1999) or two countries (Zuberi 2006). Utilizing the Luxembourg Income Study (LIS) (2009) , 
our study analyzes individual- and country-level predictors of working poverty across 18 af-
fluent democracies circa 2000. 

We advance the literature in at least three important ways. First, we compare the evi-
dence for a much broader range of theoretical explanations. Previous studies often fail to 
explicitly offer any theory of working poverty and/or concentrate on one or two specific ex-
planations. In turn, we aim to provide the most rigorous assessment to date of four plausible 
explanations for working poverty. Second, we incorporate the broadest cross-national scope 
of any study on working poverty. A cross-national comparison has three potential advantages  
over U.S.-specific research on the working poor. First, this provides a more rigorous test 
of the generalizability of individual characteristics associated with working poverty. While 
previous studies have identified relevant demographic characteristics, it remains unclear as 
to whether these are associated with working poverty in a broader cross-national sample. 
Second, a cross-national analysis allows us to examine substantial variation in economic and 
institutional contexts. Whereas there is some variation across U.S. states, there are much 
broader differences across affluent democracies. Third, a cross-national analysis guards against 
the potential dilemmas of examining only the United States, which is arguably unusual among 
affluent democracies. In the one truly cross-national study we could find, Henning Lohmann 
(2009) examines working poverty across Europe. Despite his clear contributions, we aim to 
improve and build upon his study in a variety of important ways while incorporating non-
European countries. Third, we provide the first analysis to scrutinize selection into employ-
ment along with poverty among the employed. Specifically, we utilize Heckman probit models 

2.  The exceptions are Australia, Belgium, Ireland, and the United Kingdom. These estimates use the Luxembourg 
Income Study and population weights (see methods below). The unemployed poor include those where the household 
head is working aged but no household member is employed.
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to predict whether at least one member of the household is employed and, if so, whether the 
household is poor.

Explanations for Working Poverty 

Demographic Characteristics

Perhaps the conventional approach to working poverty is to draw on the demographic 
literature that identifies the characteristics associated with poverty (Blank et al. 2006; Gleicher 
and Stevans 2005; Iceland and Kim 2001). Although mostly seeking to explain poverty over-
all, much can be learned from a household’s employment, education, family structure and age 
composition. This demographic characteristics (henceforth “demographic”) approach parallels 
status attainment research in sociology, and seeks to identify vulnerable family or employ-
ment positions that disadvantage the poor relative to the non-poor (Brady et al. 2009).

Recent research suggests some consensus on which demographic characteristics are most 
consequential (Blank 1997; Iceland 2003). Individuals in single-mother families, individuals 
who are old, young or women, or who experience parenthood early in life are more likely to 
be poor (Lichter et al. 2003). The argument has been that these households have a dispropor-
tionate ratio of dependents to earners, and it is harder to avoid poverty at the beginning and 
end of the life cycle (Rank 2005). In tandem, those with less human capital are less competi-
tive in the labor market, have lower earnings, and are more prone to working poverty (Hauan 
et al. 2000), particularly for male workers in poor urban areas (Newman 2006). Isabel Sawhill 
(2003) summarizes: “Those who graduate from high school, wait until marriage to have chil-
dren, limit the size of their families, and work full-time will not be poor” (p. 83).

Plausibly, these same characteristics may describe the working poor across affluent de-
mocracies. Evidence suggests that the working poor (BLS 2007; Kalleberg 2007; Lohmann 
2009) and low-wage workers (Kalleberg 2007; Lucifora et al. 2005) are disproportionately 
female, less educated and with children. Katherine Newman (1999) explains, “The nation’s 
young, its single parents, the poorly educated, and minorities are more likely than other 
workers to be poor” (p. 42). Newman expands that single mothers reflect the dual burdens 
of being female in the labor market and the risks of lacking a second earner (male or female). 
Similarly, studies suggest that acquiring more education is a principal path for exiting working 
poverty (Newman and Chen 2007) or welfare among single mothers (Harris 1993).

Nevertheless, extant studies have not sufficiently explored the precise questions of our 
analysis. Importantly, this literature has not empirically tested whether these characteristics 
are consequential for working poverty in a heterogeneous cross-national sample including the 
United States. Although some (Heuveline and Weinshenker 2008; Rainwater and Smeeding 
2004) examine the cross-national generalizability of demographic predictors, little research 
has focused on the working poor (Lohmann 2009). As well, relatively few studies investigate 
how demographics may be moderated by state and labor market institutions (Gornick 2004; 
Rainwater and Smeeding 2004). Finally, studies rarely explicitly compare the evidence for the 
demographic explanation against alternative explanations.

Economic Performance

A long research tradition examines how macroeconomic conditions shape trends in pov-
erty (Blank et al. 2006; Freeman 2001; Gundersen and Ziliak 2004). When economic growth 
is higher and unemployment is lower, poverty is expected to decline. By raising demand for 
workers, economic growth increases the earnings of the poor and lifts households out of pov-
erty (Newman 2006). Greater unemployment depresses the earnings of the employed, which 
should contribute to working poverty. Several scholars have explicitly argued that economic 
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performance is the most important determinant of poverty (Blank 2000; Freeman 2001). Al-
though this literature has typically concentrated on overall poverty, it is reasonable to expect 
that working poverty should be even more sensitive to the business cycle because earnings 
are a more crucial source of income for the working poor (i.e., compared to the elderly or 
unemployed) (see especially, Blank et al. 2006).3

Although sociologists focus less on economic performance as a cause of poverty, several 
conclude that poverty responds to macroeconomic conditions (Iceland 2003). More often, 
sociologists support the related point that working poverty is a function of service sector em-
ployment (Newman 1999; Rank 2005). Following Wilson’s (1996) emphasis on the role of 
deindustrialization in inner-city poverty, many show how the decline of manufacturing has 
undermined the standing of less skilled workers and contributed to working poverty (Blank 
et al. 2006; Cormier and Craypo 2000; Newman 2006) and lower wages (Lucifora, McKnight, 
and Salverda 2005). For example, Arne Kalleberg (2007) argues that raising the skills of low-
wage workers is not a sufficient anti-poverty strategy because the service sector simply fails to 
produce secure, well-paid jobs.

In sum, the economic performance explanation expects economic growth and manufac-
turing employment to be negatively associated with working poverty, and unemployment to 
be positively associated. Moreover, economic performance should matter to working poverty 
by influencing the likelihood of employment. To the best of our knowledge, only a few have 
assessed this explanation for working poverty (Blank et al. 2006; Lohmann 2009). As with the 
demographic explanation, the effects of economic performance are rarely tested outside the 
United States Moreover, and despite claims of the paramount role of economic performance, 
this account is rarely empirically compared against alternative explanations.

Unified Theory

In recent years, something like a consensus has emerged regarding the differences be-
tween European and U.S. labor markets. Exemplified by Francis Blau and Lawrence Kahn 
(2002), many have promoted “unified theory” to emphasize how institutions explain these 
differences. This theory contends that labor markets tend to be either efficient or egalitarian. 
Efficient labor markets typically feature flexibility, low unemployment, and higher economic 
growth, and facilitate the rapid hiring and firing of workers. Egalitarian labor markets are 
bolstered by strong labor market institutions, higher wages, and greater security (Gautie and 
Schmitt 2009; Pontusson 2005). Both models have tradeoffs. The flexible model, exemplified 
by the United States, lacks protective institutions like unions, and has greater poverty and 
inequality (Kalleberg 2007). The egalitarian model, exemplified by much of Europe, purport-
edly has slower economic growth, higher unemployment, labor market rigidity, and inhibits 
the entry of young workers (Pontusson 2005).

Blau and Kahn (2002) provide evidence that European labor markets are more cen-
tralized, have more extensive public employment systems, and more regulated employment 
contracts and protections. These institutional differences, in turn, are a key source of cross-
national differences in earnings inequality (Pontusson 2005). Although this literature has 
predominantly focused on inequality and unemployment, scholars have implied that these 
institutional differences may account for patterns in low-wage work (Gautie and Schmitt 
2009; Lucifora et al. 2005) and poverty (Plasman and Rycx 2001). Thus, one may expect that 
egalitarian labor markets remove the least skilled and least employable from the labor market. 

3.  Much of this literature relies upon the official U.S. measure of poverty, a deeply problematic measure (see Brady 
2003) that we do not use. Many studies question how robust the effects of economic performance are with alternative 
poverty measures (e.g., DeFina 2002). Economic performance proponents have acknowledged the limitations of the of-
ficial measure and that alternatives would be preferable, and even advocated for abandoning it (cf. Blank 1997, 2000). 
Importantly, however, economic performance proponents have claimed that their findings should apply to alternative 
measures, and have expressed confidence in the robustness of their results (Freeman 2001).

SP5704_03.indd   562 9/16/10   4:59:44 PM



	 More Than Just Nickels and Dimes	 563

Those workers are more likely to be unemployed, or to opt to accept generous unemployment 
benefits instead of low-wage jobs. Egalitarian labor markets ensure that all workers receive at 
least moderate earnings partly because skilled workers are more likely to be employed, and 
partly because workers are protected by labor market institutions and/or are employed in 
the public sector (Gautie and Schmitt 2009). By contrast, flexible labor markets should force 
less skilled workers into jobs, many of which are low wage and fail to guarantee a non-poor 
existence. Because flexible labor markets emphasize the quantity of jobs over the quality of 
employment, more working poverty should result.

Unified theory implies the opposite hypothesis regarding unemployment as the economic 
performance explanation. Because there is purportedly a tradeoff between inequality and 
unemployment, greater unemployment should be associated with lower working poverty. 
Further, public employment systems should reduce working poverty. Finally, working poverty 
should be less likely where labor market institutions like unionization, wage centralization, 
and employment protections are present. This is because labor market institutions should 
reduce the likelihood of employment, and unemployment not working poverty should be 
the expected outcome in countries with generous welfare states and strong labor market 
institutions.

Welfare Generosity

Several recent studies have examined cross-national patterns in poverty and concluded 
that differences in poverty between the United States and other countries can be explained 
by the welfare state (Rainwater and Smeeding 2004). More generally, welfare generosity ex-
plains much of the cross-national and historical variation in poverty and inequality (Brady 
2009; Brady, Fullerton, and Moren Cross 2009; DeFina and Thanawala 2003; Hills 2004; Korpi 
and Palme 1998; Moller et al. 2003; Scruggs and Allan 2006). For example, Lohmann (2009) 
finds that welfare benefits explain differences in working poverty across Europe. Based on a 
comparative ethnography of Vancouver and Seattle, Zuberi (2006) concludes that a complex 
of integrated welfare programs provides crucial protection for the working poor in Canada but 
not the United States

Welfare states reduce poverty because of two key mechanisms: risk management and 
organizing the distribution of economic resources (Esping-Andersen 1999). First, welfare 
states are collective insurance programs that protect against risks like single parenthood (Rank 
2005). Second, by influencing the rules of exchange between workers and business, regulat-
ing markets, providing public goods like healthcare, and creating jobs, welfare states are in-
volved in all aspects of the distribution of economic resources. Poverty is less common where 
people are protected against risks, and economic resources are distributed more evenly. 

To assess both mechanisms fully, it is essential to define the welfare state comprehen-
sively, encompassing spending, transfers, and services (Brady 2009). The welfare state does 
more than directly provide assistance in times of need, and welfare services may be equally 
as important as transfers (Huber and Stephens 2001). For example, because publicly funded 
health care is expensive, it de facto requires larger government budgets and higher taxes 
on households above the median. The higher taxes and large budgets end up redistributing 
resources downward in the income distribution because the poor disproportionately collect 
more services and pay fewer taxes (Blank 1997; Korpi and Palme 1998). Often unlike trans-
fers, welfare services are granted universally as citizenship rights in generous welfare states. 
Such citizenship rights minimize the costs of unfortunate events and prevent descents into 
poverty. As a result, welfare services enhance the earning power and employment stability of 
workers and, thus may reduce working poverty.

Variation in welfare generosity may explain cross-national differences in working poverty, 
even net of demographics and economic performance. Somewhat in contrast to unified theory, 
this explanation does not presume social policy reduces working poverty by encouraging exit 
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from employment. Following power resources theory, the welfare generosity explanation views 
labor market institutions as important mainly for encouraging the development of generous 
welfare states (Brady et al. 2009; Hicks 1999; Huber and Stephens 2001)—not because labor 
market institutions have direct effects on working poverty.

With the exception of a few (e.g., Lohmann 2009; Zuberi 2006) however, previous cross-
national studies have neglected working poverty (although a few analyze working-aged pov-
erty; see Brady et al. 2009; Moller et al. 2003). On one hand, working poverty represents a 
serious challenge for this literature because poverty is most prevalent at the ends of the life 
cycle and among the unemployed (Rank 2005), and most welfare states are designed to focus 
on these risks (Esping-Andersen 1999). Moreover, there has long been a concern that welfare 
generosity discourages employment. Perhaps, the welfare state mainly benefits those out of 
the labor force, and the conclusions of this literature cannot be extended to those who are em-
ployed. On the other hand, welfare generosity might be effective for working poverty because 
it generates egalitarianism for all. Moreover, because welfare generosity protects against risk 
and supports working families with public services like subsidized childcare, it may enhance 
the earnings and employment stability of workers.

Methods

Individual-Level Data

The LIS provides the micro-level data, and our unit of analysis is the individual. The LIS 
is a cross-national and historical archive of nationally representative individual-level data 
sets. For example, the LIS takes the U.S. Census current population survey, and recodes, cre-
ates, and imputes some new standardized variables, assigns new weights, and cleans the data. 
Then, it makes this new harmonized version of the U.S. data available alongside similar data 
sets with the same variables from over 35 other countries.

We conducted original analyses with a data set near the year 2000 for 18 affluent Western 
democracies.4 We confine our samples to all individuals in households headed by working-
aged adults (18 to 65 years).5 The analyses merge the data from the 18 countries into one file 
containing 578,740 individuals. Descriptive statistics and sources are displayed in Table 1.

The dependent variable is working poverty. We follow the vast majority of cross-national 
poverty studies and use the relative headcount measure of poverty (Brady 2003; DeFina and 
Thanawala 2003; Moller et al. 2003; Rainwater and Smeeding 2004).6 Also like most poverty 
research, we consider poverty a household-level variable. A household pools its expenses 
and resources, so if the household is poor, all members of the household are poor. One is 
defined as working poor = 1 (nonpoor = 0) if s/he resides in a household with less than 50 
percent of the median household income and at least one household member is employed. In 
turn, if an adult is not employed but has an employed adult in the household who collects a 
below poverty-level income, this adult is also defined as working poor (Newman 1999:41). 
We calculate household income after taxes and transfers using the standardized LIS variable 

4.  One limitation of the LIS is that all data are cross-sectional. Thus, we are unable to assess if an individual’s 
poverty is transient or long term.

5.  Unfortunately, data are not available on individuals less than 15 years old in Australia. In analyses available 
upon request, we dropped Australia and the results are robust. Fortunately, we can still include Australian children in 
the estimates of the population rates of working poverty (see Table 2).

6.  This literature has concluded that relative measures are: (a) more valid for leading conceptualizations of pov-
erty (e.g., capability deprivation and social exclusion); (b) more predictive of life chances and well-being than available 
absolute measures; (c) more effective at measuring deprivation as defined within cultural and historical context; (d) 
more reliable for cross-national comparison; and (e) more realistic in affluent democracies where basic needs are less 
under threat (Brady 2003). Although relative measures are not perfect, more defensible absolute measures with fewer 
problems have not been developed.
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Table 1  •  Descriptive Statistics for Variables in Analyses 

Mean
Standard  
Deviation Sources and Notes

Individual-Level Variables Luxembourg Income Study (2009)
Working poverty .069 .253 If Employed HH = 1, N = 536,917
Multiple earners in HH .661 .473
Head low education .240 .427
Head high education .265 .441
Single mother HH .068 .252
Female head no children HH .068 .251
Male head no child HH .075 .264
Single father HH .016 .124
Age head 42.604 10.967
Age head2 1935.368 951.873
Young head .046 .209
# Over 65 in HH .049 .246
# of children in HH 1.187 1.260
Over 64 .018 .133
18–24 .099 .298
5–17 .201 .401
Under 5 .071 .256
Co-residing child .072 .258
Female .497 .500
Child under 5 in HH .674 .469
Employed HH .928 .259

Country-Level Variables
Economic growth 3.213 1.532 Main Economic Indicators (OECD various years)
Unemployment 5.662 2.302 Labor Force Statistics (OECD various years)
Manufacturing employment 23.699 2.461 Labor Force Statistics (OECD various years)
Union density 40.112 24.476 Golden et al. (2006)
Public employment 14.869 5.772 Data on Public Employment and Wages for 21 

OECD Countries (Cusack 2004); Labor Force 
Statistics (OECD various years)

Wage centralization 2.041 1.150 17 Countries, N = 573,322; Employment  
Outlook (OECD 2004:151)

Employment protection 1.681 .756 17 Countries, N = 573, 322; Employment  
Outlook (OECD 2004:117, v. 2)

Welfare state index .034 1.004 Labor Force Statistics (OECD various years), 
Eco-Sante Health Database (OECD 2008a), and 
Social Expenditures Database (OECD 2008b)

N = 578,740

“DPI.”7 To adjust for household size, we divide DPI by the square root of household members. 
The calculation of the poverty threshold is done in the same LIS survey in each country, and 
includes all individuals regardless of age or employment. The sample is reduced to households 
headed by working-aged adults only after calculating the threshold.

In Appendix A, we display final models while redefining the sample as those individuals 
aged 25 to 65 or 18 to 65 years old, and with poverty thresholds of 40 or 60 percent of the 
median DPI. All conclusions are consistent.

7.  DPI includes disposable cash and noncash income after taxes and transfers (including food stamps, housing 
allowances, and tax credits). Unfortunately, data on income before taxes and transfers (“pre-fisc”) are not available for 
6 of the 18 countries. Hence, this prevents us from calculating pre-fisc poverty or the rate of change between between 
pre-fisc and post-fisc poverty.
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Our definition of working poverty requires that at least one member of the household 
is employed. Because we model this selection into employment (see below), we measure 
employment (reference = no one employed in household) if there is at least one earner in the 
household. In Appendix A, we present the final models if we redefine employment to house-
holds or individuals working at least 30 hours per week.8 All conclusions are consistent with 
this stricter definition of employment.

The analyses incorporate several demographic variables. To embrace the reality that 
household income is a function of multiple members and involves the pooling of resources 
and expenses, several individual characteristics are measured at the household level.9 First, we 
include three measures of labor market standing, beginning with a binary variable for multiple 
earners in the household (reference = one earner). Using the LIS standardized measures of 
education, we include binary measures of head low education and head high education (refer-
ence = medium).10 Second, we include four measures of family structure. Using two-adult 
couples as the reference, we include binary measures of single mother household, female head 
no children household, single father household, and male head no children household.11 Third, we 
incorporate measures of age, beginning with age and age-squared of the head (in years). Also, 
because young households are particularly vulnerable we include a binary variable for young 
head, designating those households headed by someone under 25 years old.12 We measure 
the presence of nonworking-aged people with # over 65 year olds in the household, a binary 
variable for child under 5, and # of children. Last, we include a set of variables unique to each 
individual. We measure individual age with binary measures of over 64, 18 to 24, 5 to 17, and 
under 5 (reference = 25 to 64 years old). Also, we include binary variables if the individual is a 
co-residing child residing with parent(s) (including in-laws) and female.

Country-Level Data

A variety of archival sources was used, though the proximate source for many was Ev-
elyne Huber and colleagues (2004). Table 2 displays the values of these country-level variables 
and details on the LIS samples and poverty. Except for economic growth, the country-level 
variables are measured in the same year as the LIS survey. Though it is important to be cautious 
about including many country-level variables in one model, 18 countries are sufficient for dis-
cerning the effects of the variables and there is no evidence of collinearity. As discussed below, 
we considered a wide variety of alternative specifications to ensure the country-level results 

8.  Unfortunately, data is unavailable on hours/full-time status for Denmark, Finland, Norway, and Sweden. For the 
14 countries with hours data, the vast majority of employed households work full time. In every country, at least 79.5 
percent of the employed households are full time. The proportion poor for the broader sample (.0686) is not significantly 
different from the proportion poor for the full-time sample (.0687) (z = .193). For the 14 countries with hours data, the 
tenth percentile is 36 hours.

9.  Some individuals are clustered within households, which may result in underestimated standard errors. Clus-
tering by household would ignore the clustering by country, and given the remote access of LIS, we are not aware of a 
modeling strategy for clustering at both household and country levels. In turn, the country-level variables would become 
dramatically over confident. Because we cannot cluster by both, we cluster at the country level to reflect our focus on 
cross-national differences.

10.  This standardized measure is an innovative solution for comparing education across countries (see www.
lisproject.org/dataccess/educlevel.htm). The LIS staff codes all cases as: (a) less than secondary education (low), (b) 
secondary education or some tertiary education (medium), and (c) completed tertiary or more education (high). The 
LIS created a routine to generate these codes, and we copied the code and extended it to all 18 countries. Unfortunately, 
the LIS does not provide sufficient detail on vocational/technical secondary education. Using the variable d10, necessary 
information is available for only 6 of the 18 countries. There is also no information on specialization, so we would be 
unable to differentiate between, e.g., secretaries and electricians.

11.  We code couples using the variable “married,” which includes married and non-married cohabiting couples 
(including same sex).

12.  In analyses available upon request, we modeled age linearly. All other conclusions were robust. An alternative 
would be to only analyze the individual’s age and omit head’s age. But, since intergenerational living arrangements are 
common, especially in Europe, the head’s age is likely to be consequential in its own regard.
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were robust. In addition, we replicated our results with hierarchical generalized linear models 
(HGLM) (see Appendix A), which provides further support that 18 countries is sufficient.

To assess the economic performance explanation, we include three variables.13 Economic 
growth is the three-year average (t, t-1, t-2) of the annual rate of change in gross domestic 
product (GDP) of purchasing power parity (PPP) dollars.14 Unemployment is the percent of the 
labor force without employment. Manufacturing employment is the percent of industrial em-
ployees in the labor force. Because manufacturing employment is more capital intensive and 
because of institutions associated with manufacturing industries, earnings have traditionally 
been higher in manufacturing sectors (Bluestone and Harrison 2000).15

For unified theory, we consider four measures in addition to unemployment.16 Union 
density is employed union members as a percent of total civilian employees. Public employment 
is measured as a percent of total civilian employment. Wage centralization is the OECD’s index 
of bargaining centralization, measuring where collective contracts are negotiated and formally 
set (coded 1 to 5, 1 = least centralized).17 Employment protection is the OECD’s summary index of 
the strictness of the preservation of “regular employment” and is composed of three compo-
nents: protections for “regular workers” against individual dismissal, specific requirements for 
collective dismissal, and the regulation of temporary and fixed term employment (coded 0 to 
4, 0 = least regulated). Unfortunately, data are unavailable for Luxembourg for wage central-
ization and employment protection, which reduces the sample to 17 countries and 573,322 
individuals for these models.

For the welfare generosity explanation, we constructed a comprehensive welfare state in-
dex. This index is a standardized score (mean = 0, standard deviation [s.d.] = 1 across the 18 
countries) of four indicators: social welfare expenditures, social security transfers and govern-
ment expenditures as a percent of GDP, and public health spending as a percent of total health 
spending (alpha = .87). While any one indicator of the welfare state is likely to be imperfect, 
this index combines indicators that others have shown significantly influence poverty (Brady 
2009; Moller et al. 2003). This index incorporates indicators of cash assistance that directly 
contribute to household income (e.g., social welfare expenditures, social security transfers), 
spending on welfare services (e.g., social welfare expenditures, health care spending) and the 
extensiveness of the public sector (e.g., social welfare expenditures, government expendi-
tures). In Appendix B, we display analyses of each component as well as several alternative 
indicators (including a measure of decommodification). Our index correlates highly and the 
results are entirely consistent with the alternatives. Also, Appendix B shows that there is no 
evidence that the welfare state’s effects vary across welfare regimes.

Estimation Technique 

Previous studies typically examine working poverty as a single outcome (e.g., Lohmann 
2009), but in actuality, it is a two-stage process of employment and poverty. Neglecting the 

13.  In analyses available upon request, we experimented with various lags for these variables. These measures 
were most significant, giving economic performance the best chance to matter.

14.  In analyses available upon request, we estimated ratios of economic growth over trend growth (per capita and 
per employee) and substituted these for economic growth. These ratios were never significant. Also, in analyses available 
upon request, we substituted per capita economic growth and the results were consistent.

15.  In analyses available upon request, we omitted manufacturing employment from the second model of Table 3. 
The results for economic growth and unemployment were consistent.

16.  In analyses available upon request, we considered the percent of workers that are part time, percent on tempo-
rary contracts, average hours worked per employee, labor force participation rate, and employment rate (all measured at 
country level). None had robust significant effects.

17.  The results are consistent with measures of bargaining centralization or wage coordination. Unfortunately, 
bargaining centralization is unavailable for Ireland and Luxembourg and wage coordination is unavailable for Luxem-
bourg and Spain. All four measures are strongly correlated with each other, and these alternatives are less correlated 
with working poverty.
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two stages potentially leads to bias, as employed households are likely to be systematically 
different than households without any employed members. Estimating employment and pov-
erty separately or estimating poverty after sampling on employment ignores the correlation 
of errors between equations. Modeling working poverty as a two-step process of employment 
and poverty among the employed allows one to separately estimate effects on employment 
and poverty and to generalize the factors affecting working poverty.

We model this two-stage process using Heckman probit, which simultaneously estimates 
binary probit models for the binary outcome of poverty and selection into employment (Du-
bin and Rivers 1990; Fullerton and Borch 2008; Heckman 1979). The binary probit model of 
employment constitutes the selection equation. Cases in the 1 category in the selection equa-
tion are then included in the outcome equation, which is a binary probit model of poverty 
(reference = employed but not poor). The two binary probit models are estimated simultane-
ously and the errors in the two models are correlated. This correlation between equations, 
Rho, corrects the standard errors in the outcome equation for potential differences between 
the employed subsample and the broader sample. Finally, to address the fact that individuals 
are nested within countries, robust standard errors that adjust for the clustering within coun-
tries are utilized in the Heckman probit models.18

Results

Descriptive Patterns

In addition to the country-level data, Table 2 displays the cross-national patterns in the 
working poor rate. We display a weighted population estimate and an unweighted sample 
statistic for each country. We report both because the analyses are unweighted, though the 
two are highly correlated (r = .98).

In our sample, the average working poor rate is 5.7 percent across these 18 countries 
(s.d. = 3.2). Belgium exhibits the lowest rates of working poverty—more than one s.d. below 
the mean—although all four Scandinavian countries have low rates. A truly diverse set of 
countries also has below average working poor rates: Australia, Austria, France, Germany, 
Luxembourg, and the Netherlands. Notably, these countries are not simply social democratic 
welfare regimes, as several are characterized as conservative and Australia is considered liberal 
(Esping-Andersen 1990). The United States stands out with a working poor rate of 14.5 per-
cent (more than 2.7 s.d. above the mean), and no other country even exceeds 9.7. Mirroring 
the diversity of the low working poor countries, a heterogeneous mix (Canada, Ireland, Italy, 
Spain, Switzerland, and the United Kingdom) have above average rates.

Table 2 also shows that the sample working poor rate is lower than the overall poverty 
rate in every country—as poverty is more common at the ends of the life cycle and among the 
unemployed. Interestingly, there is greater variation in working poverty than overall poverty 
(coefficient of variation .56 versus .41). Returning to the population estimates, a country’s 
working poor rate is not a simple reflection of its overall poverty rate as the correlation is .74 

18.  In analyses available upon request, we experimented with a variety of multi-level modeling strategies while 
confining the sample to individuals living in a household with at least one employed member. The results from several 
different binary HGLM models using adaptive quadrature (Skrondal and Rabe-Hesketh 2004:165–70; Rabe-Hesketh and 
Skrondal 2008:258–61) via the “xtlogit” command in Stata 11 showed consistently significant effects of key variables (see 
Appendix A). Using HGLM, a statistically significant 8 percent of the variation in working poverty is between countries. 
The level 1 error variance is heteroscedastic in a binary HGLM. In order to calculate the intra-class correlation coefficient 
(i.e., the proportion of total error variance at level 2), Raudenbush and Bryk (2002:334) recommend taking a latent vari-
able approach, which assumes that the level 1 error variance is π2/3 (with a logit link). The formula is: ICC

logit
 : ρ = τ

00
/(τ

00
 

+ π2/3). The level-2 error variance from our intercept only model is .273. Therefore, the ICC is .08. However, due to the 
importance of the selection process, we confine our main presentation to the Heckman probit models.
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and only .66 if the United States is omitted. Compared to poverty among other subsamples, 
this correlation is much weaker.19 Although countries with low overall poverty tend to have 
low working poverty, the association weakens as poverty increases. Canada and Italy have 
higher working poverty rates than would be expected from their overall poverty rates—and 
the United States markedly so—and, Belgium, the United Kingdom, Australia, and Ireland 
are the opposite. Among countries with high overall poverty are countries with high (United 
States), moderate (Spain), and low (United Kingdom) working poor rates. Among countries 
with moderate overall poverty, Canada and Italy have high working poor rates) and Australia 
has a low working poor rate. Therefore, working poverty does not simply mirror already es-
tablished cross-national patterns in poverty.

Table 2 also displays the country-level (N = 18) bivariate correlations with the sample 
working poor rate. Consistent with the economic performance explanation, economic growth 
is negatively associated and unemployment is positively associated with working poverty. 
However, manufacturing employment is positively associated and all three correlations are 
modest. Consistent with unified theory, working poverty is strongly negatively associated with 
union density and wage centralization, and moderately negatively correlated with employ-
ment protection and public employment. Finally, the welfare state index has a strong negative 
correlation with the working poor rate, which supports the welfare generosity explanation.

Analyses

Table 3 displays the models of working poverty. As explained above, the first columns in 
these Heckman probit models predict poverty among the employed. The second column pre-
dicts whether someone in the household is employed. Model 1 assesses the influence of the 
demographic predictors with no country-level variables. Partly because of the large sample, 
the coefficients and significance levels of these variables are quite stable across Table 3.

Providing strong support for the demographic explanation, four characteristics reduce 
working poverty. The likelihood of working poverty is lower if a household has multiple earn-
ers, the head has high education, is older, or if people over 65 reside in the household. Nine 
variables increase working poverty. Working poverty is more likely when the head has low 
education; the household is headed by a single-mother, female head with no children or a 
male head with no children; the head is young or much older; for each additional child in the 
household; or if the individual is 18 to 24 or 5 to 17 years old.

The second part of Model 1 shows that the probability that someone in the household 
is employed declines with low education, single motherhood or fatherhood, female or male 
headship with no children, much older heads and elderly individuals, and children under 5 in 
the household. Also, the probability of employment increases with high education, young or 
somewhat older heads, and if the individual is a co-residing child.

Two demographic variables are not significant in either part of Model 1 or subsequent 
models in Table 3. It does not matter if the individual is under 5 years old or if she is female. 
We note that this is net of the other demographic variables.20 Still, both parts of these models 
show the clear relevance of demographic characteristics for employment and poverty among 
the employed.

19.  Across these 18 countries, overall poverty correlates .94 with child poverty, .96 with adult (>18) female poverty, 
and .94 with adult male poverty. By contrast, the working poverty rate correlates .80 with child poverty, .66 with adult 
female poverty, and .70 with adult male poverty.

20.  In analyses available upon request, we included the female variable in the poverty equation, and it was never 
significant. Reflecting the well-established fact that poverty is feminized (Brady and Kall 2008), females are more likely 
to be poor if we omit the family structure variables, and especially if we confine the analysis to adult women (not includ-
ing female children). There is also evidence that working poverty may be less consistently feminized across countries 
than poverty in general (Andress and Lohmann 2008).
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Model 2 assesses economic performance. Economic growth, unemployment and manu-
facturing employment all fail to significantly affect poverty among the employed. Manufac-
turing employment has a z-score of -1.9, but is not quite significant. These findings are robust 
if each of the three variables is included by itself. Thus, the business cycle and sectoral compo-
sition are not very powerful influences on poverty among the employed. However, as the sec-
ond column shows, economic growth has a significant positive effect on employment. Hence, 
economic performance appears to influence selection into employment and thus indirectly 
influences working poverty.

Models 3 and 4 examine the evidence for unified theory. As in Model 2, unemployment 
does not have a significant effect on poverty or employment in Model 3. Also, inconsistent 
with unified theory, public employment does not have a significant effect in either part of 
Model 3.

Consistent with unified theory, union density has a significant negative effect in the pov-
erty equations of both models. Unionization substantially reduces the likelihood that an in-
dividual residing in an employed household is poor, though the effect is smaller in Model 4. 
Also, Model 4 shows that wage centralization and employment protection do not significantly 
reduce poverty among the employed.21 Surprisingly, wage centralization appears to increase 
the chances that the individual resides in an employed household while employment protec-
tion is significantly negative. If included separately, these two do not have robust significant 
effects.22 Still, Models 3 and 4 provide some support for unified theory because union density 
consistently alleviates poverty among the employed. Unified theory expects that unions en-
sure that the bottom of the labor market is adequately paid, and thus working poverty is lower 
where unions are widespread. The other findings for the other labor market institutions on 
employment neither support nor contradict unified theory. Because the effects are inconsis-
tent and appear to be non-robust, we omit them in the final models.

Model 5 evaluates the welfare generosity explanation. The welfare state index is signifi-
cantly negative in the first part of the model (z = –12.7). The chances of being working poor 
are much lower in a generous welfare state. There is no evidence, however, that welfare gen-
erosity inhibits employment. The second part of Model 5 reveals that the welfare state index 
does not significantly affect selection into an employed household. This also occurs with the 
alternative welfare state indicators in Appendix B. Thus, the welfare state appears to reduce 
working poverty without any negative consequences for employment.

Table 4 presents a series of final models combining the key country-level variables with 
the individual-level variables. As in Table 3, the results for the individual-level demographic 
variables are robust. Working poverty is less common if a household has multiple earners, 
an educated head, a married/cohabiting couple, more elderly, and fewer children. In the first 
model, working poverty declines with age until about 54 years old, and then begins to increase. 
Employment is more common if a household has an educated head, a married/cohabiting 
couple, without young children, and if the individual is less than 65 or a co-residing child. 
In the first model, employment increases with age until about 39 years old and then begins 
to decline.

This final model includes all 18 countries and features union density and the welfare 
state index in the poverty equation, and economic growth in the employment equation. In 
this model, union density becomes insignificant. Many have shown that union density sig-
nificantly increases welfare generosity (Hicks 1999; Huber and Stephens 2001), and thus it 
plausibly still indirectly reduces working poverty. Yet, this qualifies the support for unified 

21.  In sensitivity analyses, we found occasional evidence for a negative effect of either wage centralization or em-
ployment protection in separate models. These results were not robust when including the welfare state index and in 
many permutations of Model 4. Thus, we conclude that this provides only modest evidence in favor of unified theory 
and that union density is a more robust measure of the effects of labor market institutions.

22.  Nevertheless, there is no evidence of collinearity problems when included together. The variance inflation 
factors are far below levels of concern.
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theory because that explanation has not contended that unionization reduces poverty and in-
equality indirectly through the welfare state (cf Blau and Kahn 2002). Rather, unified theory 
expects unionization to have a direct effect on working poverty, even independent of welfare 
generosity.

In this final model, economic growth is positively signed but does not have a significant 
effect in the employment equation (z = 1.7). Thus, economic performance does not even indi-
rectly affect working poverty through employment. The earlier supportive evidence in Table 3 
does not appear to be robust.

Despite the insignificance of union density and economic growth, the welfare state index 
continues to have a significant negative effect. The effect is also comparable in magnitude to the 
effect in the fifth model of Table 3 without any other country-level variables (b = –.26 versus 
–.29). In sum, welfare generosity appears to be the principal country-level factor shaping work-
ing poverty. This provides strong evidence in favor of the welfare generosity explanation.

To substantively interpret the results in this final model, we calculated discrete change co-
efficients for all variables (see Figure 1). These are the changes in the predicted probability of 
working poverty if a continuous variable increased one standard deviation (centered around 
the mean) or a binary variable increased from zero to one.23 As Figure 1 displays, having mul-
tiple earners in the household has the largest single effect on working poverty. If a household 

23.  To estimate the predicted probabilities, we assigned the binary variables to the sample mode and the continu-
ous variables to the sample mean. Because these are based on Heckman probit models, we also calculated the effects 
on employment (not shown, but available upon request) and the effects of variables like economic growth on working 
poverty are indirect. Also, available upon request but not shown, we estimated predicted probabilities for selection into 
employment for Figure 2.
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Figure 1  •  Discrete Change Coefficients for the Predicted Probability of Working Poverty in Employed 
Households
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increases from one to two or more earners in the household, the predicted probability of 
working poverty declines by .071. This effect is followed closely by the effects of being a single-
mother or female-head no-child household. If a household changes from being a couple to 
either, the predicted probability of being working poor increases by .068. If a household head 
has a low level of education, the predicted probability of working poverty increases by .047. 
The next largest effect is the welfare state index. For a standard deviation increase in the wel-
fare state index (centered on the mean), the predicted probability of working poverty declines 
by .042. Thus, the effect of the welfare state is comparable to the penalty for a low-educated 
head, slightly larger than the effect of the head having higher education and a few other vari-
ables, and considerably larger than the effects of the remaining demographic characteristics.

To further illustrate the influence of the welfare state, we calculate the predicted probabil-
ity of working poverty in the United States under actual and counterfactual values of the wel-
fare state index. Figure 2 displays these predicted probabilities. Our model predicts that about 
8.3 percent of the sample should be working poor (i.e., a predicted probability of .083), which 
is below the actual value (see Table 2).24 If the United States increased its welfare generosity by 
one standard deviation (i.e., to a welfare state comparable to Canada), the predicted working 
poverty rate would fall to about 5.4 percent. This would reduce the predicted probability of 
working poverty by 35 percent (from .083 to .054). If the United States increased its welfare 
generosity to the cross-national mean (comparable to Luxembourg or the United Kingdom), 
the predicted working poverty rate would be about 3.7. This represents a 55 percent decrease 
in the predicted probability of working poverty. If the United States had a welfare state index 
one standard deviation above the mean (comparable to Denmark or France), the predicted 
working poverty rate would be about 2.2 (or a 73 percent decrease). Finally, the United States 

24.  The United States is somewhat of an outlier in the working poverty distribution (see Table 2). Therefore, it is 
not surprising that the predicted probability based on the Heckman probit model (including information on all countries) 
is lower than the actual rate of working poverty in the United States

Figure 2  •  Predicted Probability of Working Poverty in Employed Households in the United States 
Based on Modeled and Counterfactual Values of the Welfare State Index
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would have a working poverty rate of only 1.5 with the maximum value welfare state index 
(i.e., Sweden), which would be an 82 percent decrease from its current predicted level.

This final model provides strong support for both the welfare generosity and demographic 
explanations. One can further the analysis by assessing working poverty among select demo-
graphically vulnerable groups. Table 4 decomposes the sample and displays the final model 
among those households with only one person employed, with low educated heads, and 
single mothers.25 With a few exceptions, the direction and significance of the demographic 
variables are consistent in each of these demographic subsamples. Moreover, the welfare state 
index has a significant negative effect in the poverty equation for each of the three subsam-
ples. Interestingly, union density becomes significantly negative in the model of single-mother 
households. This provides some support for unified theory as this labor market institution 
reduces working poverty among a key vulnerable group. This is somewhat surprising as single 
mothers have not been typically viewed as a beneficiary of unions. Finally, economic growth 
has a significant positive effect in the employment equation for single earner households. This 
provides some support for the economic performance explanation. Ultimately, however, the 
strongest evidence across these three models continues to be for the demographic and welfare 
generosity explanations.

Conclusion 

In her influential book No Shame in My Game (1999), Newman lamented that far less 
attention has been paid to the working poor than to single-mother poverty, welfare, and 
concentrated inner city poverty (also O’Connor 2000). Newman contended that the scholar-
ship and politics of poverty would be fundamentally different if it was better understood that 
the typical poor household contains employed people. Unfortunately, in the ten years since, 
there has been little progress in redressing this imbalance in the scholarship of poverty. Using 
the most internationally encompassing sample to date (including both European and non-
European countries), this study aims to partially address this neglect in sociology. Moreover, 
the article has at least three distinct contributions. First, our study examines a broader range 
of theoretical explanations. Second, we enlarge the cross-national scope of comparison. Third, 
our study uniquely models selection into employment and poverty among the employed.

Like overall poverty, working poverty is most common in the United States The United 
States stands out with rates of working poverty more than 2.7 standard deviations above the 
cross-national mean. Yet, there is even greater cross-national variation in working poverty than 
in overall poverty. Further, even more unlike overall poverty, the cross-national patterns do not 
correspond with conventional expectations regarding welfare state regimes (cf Esping-Andersen 
1990). Although associated, the cross-national patterns in working poverty are far less corre-
lated with overall poverty than, for example, adult (male and female) or child poverty.

Our analyses provide the least support for the economic performance explanation. Eco-
nomic growth, unemployment, and manufacturing employment all fail to have robust sig-
nificant direct effects on working poverty. In two of the nine models shown (and none in 
Appendix A), economic growth has significant positive effects on whether someone in the 
household is employed. Thus, it is important to acknowledge that economic growth sometimes 
has an indirect effect on working poverty. Moreover, it is appropriate to be cautious about re-
jecting the economic performance explanation wholesale as we are utilizing a cross-sectional 
design and business cycles may be more consequential in a longitudinal analysis. Nevertheless, 

25.  Because Allison (1999) cautions against comparing probit coefficients across groups, we concentrate on direc-
tion and significance within each subsample. Some demographic variables cannot be included in some subsamples (e.g., 
family structure among single mothers), so are omitted. Though a slight majority of the low-education subsample are 
single earner households, there is clear mutual exclusivity between these subsamples.
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the lack of support is noteworthy given this literature’s strong claims about the paramount 
influence of economic performance, and because there are good reasons to expect economic 
performance to be even more influential for working poverty than overall poverty. Indeed, 
previous research found an association between economic performance and working poverty 
(Blank et al. 2006), though such studies did not include the breadth of countries included, nor 
the alternative theories offered here.

Unified theory receives moderate support as unionization reduces working poverty in ini-
tial models and in the final model for single-mother households. Consistent with unified theory, 
working poverty is more common in flexible labor markets like the United States where labor 
market institutions are weak. In more highly unionized labor markets like Northern Europe, all 
workers are more likely to have at least a secure income. The effect of unionization, however, 
is mediated by welfare generosity (see also Appendix A). As others have shown (Hicks 1999; 
Huber and Stephens 2001), unionization encourages welfare state development and therefore, 
may indirectly reduce working poverty. However, this finding is more consistent with power 
resources theory than unified theory, and power resources theory underlies the welfare gener-
osity explanation. Moreover, the other four measures of unified theory are not robustly signifi-
cant. In turn, this account does not garner as much support as the other two explanations.

Several demographic characteristics are influential for working poverty. Mirroring previ-
ous findings, those in households with only one earner, with more children, and where the 
head is young and lacks education are more likely to be working poor (BLS 2007; Kalleberg 
2007; Lohmann 2009). Young adults and single mothers also face greater likelihood of work-
ing poverty. We demonstrate that these characteristics do indeed matter in a comprehensive 
sample of affluent democracies.26 Moreover, several of these variables—most notably mul-
tiple earners in the household, low-educated heads, and female headship (with or without 
children)—produce substantively large discrete changes to the predicted probability of work-
ing poverty. Thus, our results provide considerable support for the demographic explanation.

Welfare generosity has substantial effects on working poverty. This confirms past research 
showing welfare generosity explains differences in working poverty across Europe (Lohmann 
2009), and confirms this holds in non-European countries as well as in the face of competing 
explanations. For a standard deviation increase in the welfare state index, the likelihood of 
working poverty should decline by about .042. Considering that the cross-national standard 
deviation in the rate of working poverty is 3.2, this translates to a larger than one standard 
deviation reduction. If the United States increased its welfare generosity to the mean, the pre-
dicted probability of working poverty would decline by 55 percent. We find evidence for both 
welfare state mechanisms of organizing distribution and managing risk. As the welfare state 
reduces working poverty for single-mother households, this demonstrates risk management. 
As the welfare state reduces working poverty for single earner households, this demonstrates 
an egalitarian distribution. Although demographic characteristics contribute to working pov-
erty, welfare states reduce the risks associated with demographic vulnerability, and distribute 
resources to the demographically disadvantaged.

Because the welfare state’s effects are not mediated by unemployment and because the 
welfare state does not affect selection into employment, the evidence is more supportive of 
the welfare generosity explanation than unified theory.27 It is also worth underlining that 

26.  We caution that the large number of degrees of freedom at the individual level is one reason many demographic 
variables are significant. This should qualify the conclusion that demographics can necessarily explain cross-national 
differences. There may be concern with the potential endogeneity of family structure to poverty. Nevertheless, the final 
model is fairly robust in the single-mother subsample and in a subsample of married/cohabiting couples (not shown). By 
confining analyses to these subsamples, this should partially alleviate the endogeneity concern. Nevertheless, if family 
structure is endogenous to poverty, this likely biases the coefficients upwards. Hence, it may be reasonable to be cautious 
about the demographic effects.

27.  Unified theory claims that unemployment benefits encourage exit from employment, which then reduces 
working poverty. Because unemployment is never significant, this appears inconsistent with unified theory’s expectation 
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welfare generosity’s lack of effect on selection into employment is at odds with much con-
ventional wisdom. Welfare states provide support for those not working, and thus often raise 
concerns with employment disincentives. Nevertheless, welfare states also support working 
families with public services like childcare, and enhance health and well-being and, as a re-
sult, employment by providing healthcare. In reality, there have always been countries like 
Austria, Denmark and Sweden with high welfare generosity and below average unemploy-
ment (see Table 2). 

Further research is needed to address the limitations of the present analysis. First, we are 
not able to incorporate individual-level information on industry and occupation (although we 
include manufacturing employment as a country-level variable). Unfortunately, in the LIS, 
the industry and occupation variables are not standardized across countries, comparability is 
uncertain, and data is unavailable for some countries. Second, part-time or seasonal employ-
ment may contribute to working poverty. Also, many conceptualize working poverty as those 
working a considerable number of hours and yet still remain poor. Though our conclusions 
are robust in sensitivity analyses of full-time workers (see Appendix A), the LIS does not 
provide the necessary data for four countries. It is important to incorporate variation in hours 
worked to fully understand working poverty, and it is possible that some households in our 
sample only work a few hours (but see footnote 8). Therefore, future research will need to 
scrutinize this issue. Third, although many of the working poor are immigrants, LIS data are 
not consistently available or comparable on migrant status and nation of origin. Because the 
LIS is not ideal for these concerns, other data sets are needed to fully assess these potential 
influences on working poverty. 

Finally, our study does not analyze longitudinal change in either individuals or coun-
tries. It could be informative to examine how country- and individual-level changes influence 
the temporality and incidence of working poverty. Our initial analyses suggest that working 
poverty has been an unfortunately stable feature of U.S. society for several decades (also BLS 
2007). In analyses of the eight LIS surveys for the United States (1974-2004), we found that 
the percent of the U.S. population residing in working poor households increased from 9.3 
in 1974 to 10.8 in 1986, and remained stable at 10.6 in 2004. Interestingly, this rise and sta-
bility contrasts with declines in single-mother and unemployed poverty. The percent of the 
U.S. population residing in single-mother poor or unemployed poor households both peaked 
in 1991 (at 5.6 and 4.1 percent) and have fallen since (to 4.4 and 3.3 percent in 2004). This 
stubborn, resilient stability in U.S. working poverty may be as important as any change at the 
individual or country level.

Prominent in the journalism on working poverty is the argument that the public should 
pressure employers to pay higher wages (e.g., Ehrenreich 2001). Whether through regula-
tion or protests against corporations, the argument has been that raising wages is a necessary 
and effective solution to working poverty. Although higher wages certainly help, we caution 
against this master frame for working poverty debates. Our results for the demographic ex-
planation suggest that employers cannot truly alleviate all sources of working poverty. There 
appear to be generalizable disadvantages to being a single mother, low educated, young, living 
without other adults, and with children. Moreover, our evidence for the welfare generosity 
explanation suggests that employers might be less effective targets. It may be more productive 
to pressure the government to expand welfare programs. Because low-educated young work-
ers, for example, are unlikely to receive sufficient wages to avoid poverty, it is essential that 
governments supplement earnings. Beyond raising even hourly wages by nickels and dimes, 
the working poor need generous social policies. Instead of focusing working poverty debates 
solely in the private labor market, it may be worthwhile to demand that the public welfare 
state take greater responsibility for the economic security of the working poor.

that unemployment mediates welfare generosity’s indirect effects. Also, the welfare state index is only weakly correlated 
with unemployment (r = .17) and is not significant in the employment equation (Table 3, Model 5).
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Appendix B  •  Sensitivity Analyses for Alternative Measures of Welfare State Generosity: Heckman 
Probit Models of Working Poverty 

Measure of Welfare State

Each Row is a separate model. All Models 
Contain All Other Variables from Table 3, 
Model 6 (details available upon request)

Poverty Employment
Social welfare expenditures as % of GDP –.055***

(–15.97)
–.006

(–.51)
Social security transfers as % of GDP –.091**

(–2.94)
.010

(.41)
Government expenditures as % of GDP –.034***

(–4.99)
.0005

(.05)
Public health spending as % of total health spending –.017***

(–7.43)
–.007

(–1.66)
Decommodification (only 16 countries, N = 382,492) –.047***

(–11.48)
.006

(.42)
Family assistance as % of GDP –.254***

(–15.05)
–.009

(–.18)
Welfare state index * social democratic regime –.109

(–.61)
.240

(1.40)
Welfare state index * liberal regime –.053

(–.35)
–.295

(–1.50)
Welfare state index –.123

(–.93)
–.183

(–1.05)
Social democratic regime –.020

(–.18)
.217

(1.83)
Liberal regime .228

(1.43)
–.444**

(–3.01)
N = 578,740

Note: The numbers in parentheses are z-scores. In the last model, the reference is conservative regime.
*p < .05 **p < .01 ***p < .001 (two-tailed tests)
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