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Changes in the Economic Resources of
Low-Income Households with Children

Summary and Introduction

In 2005, the average annual income of the nation’s
poorest households with children (those in the bottom
20 percent, the lowest quintile, of the income distribu-
tion) was $16,800, which was 35 percent higher in real
(inflation-adjusted) terms than it had been in 1991. That
gain translates to an annualized growth rate of just over
2 percent. The change was driven by a large increase in
earnings during the late 1990s for the group, the effect of
which was partially mitigated by a decline in public
assistance benefits (or what is often called welfare) (see
Figure 1).

The growth in income among low-income households
with children differs significantly from the experience
among all low-income households (including those with-
out children). Indeed, the lowest quintile of households
without children experienced no real increase in income
between 1991 and 2005. This paper focuses on low-
income households with children.

The 35 percent real income growth between 1991 and
2005 for low-income households with children—consid-
ered as a group—does not describe changes for individual
households over time. Surveying such households at a
specific point (in this case, 2001) and following them
over the next two years provides a different perspective.
The average income for those households increased by
nearly 45 percent from 2001 to 2003. (By contrast, aver-
age income for low-income households with children—
that is, the households constituting the group as a
whole—fell over that same three-year period.) Six in 10
of the surveyed households experienced a substantial
increase in income, while 1 in 4 experienced a substantial
decline.

U.S. economic performance varied during the period
between 1991 and 2005: Strong economic growth in the
mid-1990s (the unemployment rate, for example, fell
from 6.8 percent to 4.0 percent between 1991 and 2000)
was followed by a recession in 2001. In the mid-1990s,
the nation also restructured its social welfare policies.
One change was the creation of a new program, Tempo-
rary Assistance for Needy Families (TANF), which placed
a much greater emphasis on work than did Aid to Fami-
lies with Dependent Children (AFDC), the program it
replaced in late 1996. TANF often requires that recipi-
ents work or participate in other approved activities as a
condition for cash assistance.

A second change was the expansion of the earned income
tax credit (EITC), a refundable tax credit available mainly
to parents with low earnings. The EITC has been in place
since the mid-1970s, but the expansion increased the
payoff for working, and thus promoted employment
among many low-income households.!

A third change was the creation of the State Children’s
Health Insurance Program (SCHIP) and an expansion of
Medicaid.? Those two programs fund medical care for
many of the nation’s poor, and new rules made it more
likely for children to retain eligibility for health services
even if their parents’ income increased.

1. V. Joseph Hotz and John Karl Scholz discuss the incentives created
by the EITC for various groups in “The Earned Income Tax
Credit,” in Robert Moffitt, ed., Means-1ested Transfer Programs in
the United States (Chicago: University of Chicago Press, 2003),
pp- 141-197.

2. For a discussion of SCHIP, see Congressional Budget Office,
The State Childrens Health Insurance Program, CBO Paper
(May 2007).
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Figure 1.

Sources of Income for Low-Income
Households with Children

(Thousands of 2005 dollars)
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Congressional Budget Office based on the U.S. Census
Bureau’s Current Population Surveys from 1992 to 2006.

Source:

Notes: Annual cash income was adjusted for inflation using the
research series for the consumer price index for all urban
consumers. Other income consists of Social Security, Sup-
plemental Security Income, child support, unemployment
compensation, workers’ compensation, disability benefits,
pension or retirement income, educational assistance, finan-
cial assistance from outside of the household, and other
cash income.

AFDC = Aid to Families with Dependent Children (through
1996); TANF = Temporary Assistance for Needy Families
(after 1996); EITC = earned income tax credit.

As those changes in the nation’s economy and social wel-
fare policies were taking effect, the earnings of low-
income households with children more than doubled,
and income for the group increased by more than 50 per-
cent. It is difficult to disentangle which portions of the
changes in earnings or income were the result of the
strong economy and which arose from changes in policy.
In his examination of the changing employment picture
for single mothers in the 1990s, David Ellwood noted, “it
is quite logical that the combination of welfare sticks,
EITC carrots, and a remarkably strong economy had a
multiplicative effect that is far greater than any one or
two of these policies would have had on their own.”?

The economy slipped somewhat between 2000 and
2005, as the unemployment rate rose from 4.0 percent to
5.1 percent in the period. The income of households with

children in the lowest quintile fell by 11 percent, and
their earnings fell by 16 percent.

Changes in Economic Resources:
1991 to 2005

In 2005, inflation-adjusted income for low-income
households with children averaged $16,800, 35 percent
above what it had been in 1991.% Only the highest-
income households with children (those averaging
$114,700 in 1991) saw larger percentage increases over
the 15 years (see Table 1 on page 12 and Figure 2).

The income growth for low-income households with
children between 1991 and 2005 was broadly the result
of a rapid increase in the 1990s, although that rise was
partially offset by a subsequent decline (see Figure 2).

Average income for the bottom 20 percent of all house-
holds with children was 35 percent higher in 2005 than it
had been in 1991. For a subset of that group—the bot-
tom 5 percent of households with children—income was
9 percent higher in 2005 than it had been in 1991.

The rising income was partly the result of large increases
in earnings in the 1990s that were somewhat offset later

(see Figure 2). But even with the offsetting decline, those
low-income households experienced larger percentage

3. See David T. Ellwood, “The Impact of the Earned Income Tax
Credit and Social Policy Reforms on Work, Marriage, and Living
Arrangements,” National Tax Journal, vol. 53, no. 4 (December
2000), pp. 1063-1106.

4. The average poverty threshold in 2005 for a family of three
was $15,577; for a family of four it was $19,971. See Carmen
DeNavas-Walt, Bernadette D. Proctor, and Cheryl Hill Lee,
Income, Poverty, and Health Insurance Coverage in the United States:
2005, Current Population Reports, P60-231 (Bureau of the
Census, 2006), www.census.gov/prod/2006pubs/p60-231.pdf.

5. This analysis is based on the U.S. Census Bureau’s Current Popu-
lation Surveys from 1992 to 2006. The sample consists of chil-
dren, age 17 or younger, who do not reside in group quarters. The
analysis is child weighted; it is based on the bottom quintile, or
20 percent, of children when ranked by household income,
adjusted for household size. That adjustment is based on the pov-
erty guidelines published by the U.S. Department of Health and
Human Services (http://aspe.hhs.gov/poverty/figures-fed-reg.
shtml). Other specifications—a household-weighted analysis, an
analysis based on the economic resources per person in a house-
hold, and an analysis with an absolute cutoff (150 percent of the
poverty guidelines) rather than a relative cutoff (20 percent of the
population of interest)—produced similar results.
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Figure 2.

Growth in Real Income and Earnings of Households with Children, by Quintile
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Congressional Budget Office based on the U.S. Census Bureau’s Current Population Surveys from 1992 to 2006.

Notes: Annual amounts were adjusted for inflation using the research series for the consumer price index for all urban consumers.

a. Thedistribution of average household income in 1991 was as follows: lowest quintile, $12,400; second quintile, $31,600; middle quintile,

$48,700; fourth quintile, $69,100; highest quintile, $114,700.

b. The distribution of average household earnings in 1991 was as follows: lowest quintile, $6,100; second quintile, $26,600; middle quintile,

$44,600; fourth quintile, $64,300; highest quintile, $106,300.

increases in earnings between 1991 and 2005, on average,
than did households in other segments of the distribu-
tion. That increase in earnings is likely to be associated
with increases in work-related expenses, such as child care
and transportation costs, which are not included here.

For low-income households with children, unearned
income largely came from the EITC, AFDC (until late
1996) or TANE, Social Security, Supplemental Security
Income (SSI), and child support. EITC payments come
through the tax system, generally once a year.® TANF
payments (and AFDC payments through 1996), Social
Security, and SSI are monthly cash transfers. Social Secu-
rity income can be payments after the retirement, disabil-
ity, or death of a household member. SSI income can be
payments after the disability of a household member.
Child support income generally consists of payments

made by noncustodial parents to assist with care of
children.”

6. EITC payments based on earnings in one calendar year are usually
distributed in lump sums the next year, after people file their
taxes. For this analysis, payments were counted in the same calen-
dar year as the earnings on which they were based.

Between 1991 and 2005 there was a substantial decline in
the contribution of AFDC or TANF payments to the
income of low-income households with children (see
Figure 3).8 In 1991, AFDC accounted for nearly 30 per-
cent of income for those households, more than all other
forms of unearned income combined. By 2005, TANF
contributed 4 percent—about the same as SSI, but less
than Social Security and the EITC, and only slightly
more than child support. The decline occurred both in
the number of households receiving the payments and
in the amounts they received (see Figure 4). In 1991
more than half of all low-income households with chil-
dren reported some AFDC income over the course of the
year; by 2005 fewer than 2 in 10 received TANE The

7. Other income consists of unemployment compensation, workers’
compensation, disability benefits, pension or retirement income
other than Social Security, educational assistance, financial assis-
tance from outside of the household, and other cash income.

8. For a discussion of long-term trends in AFDC-TANF and EITC
participation and benefits, see Congressional Budget Office,
Changes in Participation in Means-Tested Programs, CBO Eco-
nomic and Budget Issue Brief (April 20, 2005).
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Figure 3.

Sources of Income for Low-Income
Households with Children, Detailed

(Thousands of 2005 dollars)
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Source: Congressional Budget Office based on the U.S. Census

Bureau’s Current Population Surveys from 1992 to 2006.

Notes: Annual cash income was adjusted for inflation using the
research series for the consumer price index for all urban
consumers. Other income consists of unemployment com-
pensation, workers’ compensation, disability benefits, pen-
sion or retirement income, educational assistance, financial
assistance from outside of the household, and other cash
income.

AFCD = Aid to Families with Dependent Children (through
1996); TANF = Temporary Assistance for Needy Families
(after 1996); SSI = Supplemental Security Income;

EITC = earned income tax credit.

annual payments reported for AFDC or TANF also fell,
in real terms, from $6,500 in 1991 to $4,100 in 2005.”

As the importance of AFDC or TANF payments was
declining, the importance of the EITC was increasing
(see Figure 3). Increases were seen both in the percentage
of low-income households with children that took

9. Between 1991 and 2000, the proportion of low-income house-
holds with children receiving food stamps, a near-cash benefit
designed to increase the ability of eligible households to purchase
nutritious food, fell from nearly 70 percent to just over 40 per-
cent. By 2005, the proportion had risen to about 50 percent. For a
discussion of changes in food stamp participation, see Janet
Currie, “U.S. Food and Nutrition Programs,” in Robert Moffitt,
ed., Means-1ested Transfer Programs in the United States (Chicago:
University of Chicago Press, 2003), pp. 199-289.

advantage of the credits and in the amount of the credits
they received (see Figure 5).10

It is possible to further refine the analysis of income for
low-income households with children by dividing house-
holds into two groups, those headed by a single female
and those headed either by a married couple or by a sin-
gle male.!! Low-income households headed by single
women had lower income, on average, than did other
low-income households (see Figure 6).1% In 2005, for
female-headed low-income households, the average
income was $13,700, nearly 30 percent higher than in
1991. The average income for other low-income house-
holds with children was $20,400 in 2005, 35 percent
higher than in 19911314

Despite the slightly lower income growth in female-
headed low-income households with children, their
household earnings increased much faster than did the
earnings of other low-income households. Between 1991
and 2005, household earnings doubled (on average) in

10. Data on AFDC or TANF payments in the Current Population
Surveys are based both on survey responses and on imputation by
the Census Bureau; EITC data are based on the Census Bureau’s
imputation only. Administrative data for AFDC-TANF amounts
and the EITC show more money being paid out than is reflected
in the CPS. Total AFDC-TANF payments in the CPS are 70 per-
cent to 90 percent of administrative totals in most years. Total
EITC amounts in the CPS are 65 percent to 75 percent of admin-
istrative totals each year.

11. About 12 percent of low-income households with children not
headed by single women in any given year were headed by single
men. Trends in earnings of households headed by single males
were more similar to trends for households headed by married
couples than they were to trends for female-headed households.

12. Income is defined at the household level, but structure is defined
at the family level for this analysis. A child living with his or her
mother and the mother’s (married) parents would be assigned the
income of the mother and the grandparents and would be consid-
ered part of a female-headed household. A child living with his or
her mother and the mother’s unmarried partner would be assigned
the income of the mother and the partner and also would be con-
sidered to be part of a female-headed household.

13. Income growth among all low-income households with children
(35 percent) is not at the midpoint (female-headed households at
29 percent and other households at 35 percent) because the other
households had higher income and represented an increasing share
of all low-income households over the period.

14. In 2005, a typical female-headed household with children had an
income of $28,900; the same year, income for other households

with children typically was $67,000.
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Figure 4.

AFDC or TANF for Low-Income
Households with Children

(Percent) (Thousands of 2005 dollars)
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Source: Congressional Budget Office based on the U.S. Census

Bureau’s Current Population Surveys from 1992 to 2006.

Notes: Annual amounts were adjusted for inflation using the
research series for the consumer price index for all urban
consumers.

AFDC = Aid to Families with Dependent Children (through
1996); TANF = Temporary Assistance for Needy Families
(after 1996).

female-headed low-income households, while earnings
increased by about 55 percent for low-income households
headed by married couples or single males (see Figure 7).

Although earnings increased substantially among house-
holds headed by single females overall, a portion of those
households appeared to have no earnings or AFDC—
TANF income in any given year. During the 1990s the
fraction of female-headed low-income households that
had no earnings and no AFDC or TANF income ranged
from 5 percent to 8 percent. By 2005, 13 percent of such
households reported neither earnings nor TANF income.
Social Security was the largest component of income for
that group.

In 1991, 60 percent of all low-income households with
children were headed by women. By 2005, that propor-
tion had declined to 54 percent. The shift in the compo-
sition of low-income households with children partially
motivated the Congressional Budget Office’s decision to
examine the two household types separately. The analysis
confirms that the changes seen in the group overall were
not driven simply by changes in the composition of that

group. For instance, the increase in overall earnings could
have been attributable solely to a large shift away from
female-headed households (which tend to have lower
earnings) and toward male-headed or married-couple
households; but that turns out not to be the case: Female-
headed and other low-income households alike experi-
enced large growth in earnings.

The overall decline in AFDC and TANF income (shown
earlier in Figure 3) was concentrated within female-
headed households. In 1991, AFDC accounted for

42 percent of household income—the largest component
of income—for female-headed low-income households
with children. By 2005, half of the income in those
households came from earnings; TANF constituted only
7 percent. For low-income households headed by married
couples or single males over the same 15-year period,
AFDC and TANF did not contribute as much. In 1991,
13 percent of income in low-income households headed
by married couples or single males came from AFDC. By
2005, the proportion had declined to 2 percent. For that
group, income has always come mostly from earnings (see
Table 2 on page 12).

Figure 5.

EITC for Low-Income Households with
Children

(Percent) (Thousands of 2005 dollars)
80 8
Percentage
70 Receiving 7
Benefits

60 —1 6
50 | -1 5
40 - Average Benefit 14
30 Amount d 3
20 / - 2
10 -1 1
0 | | | | | | 0

1991 1993 1995 1997 1999 2001 2003 2005

Congressional Budget Office based on the U.S. Census
Bureau’s Current Population Surveys from 1992 to 2006.

Source:

Notes: Annual amounts were adjusted for inflation using the
research series for the consumer price index for all urban
consumers.

EITC = earned income tax credit.
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Figure 6.

Detailed Sources of Income for Low-Income Households with Children, by
Household Type

(Thousands of 2005 dollars)
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Source: Congressional Budget Office based on the U.S. Census Bureau’s Current Population Surveys from 1992 to 2006.

Notes: Annual cash income was adjusted for inflation using the research series for the consumer price index for all urban consumers. Other
households are those headed by married couples or by single men. Other income consists of unemployment compensation, workers’
compensation, disability benefits, pension or retirement income, educational assistance, financial assistance from outside of the
household, and other cash income.

AFDC = Aid to Families with Dependent Children (through 1996); TANF = Temporary Assistance for Needy Families (after 1996);
SSI = Supplemental Security Income; EITC = earned income tax credit.
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Figure 7.

Growth in Real Earnings of
Low-Income Households with
Children, by Household Type

(Percent)
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Congressional Budget Office based on the U.S. Census
Bureau’s Current Population Surveys from 1992 to 2006.

Source:

Notes: Annual earnings were adjusted for inflation using the
research series for the consumer price index for all urban
consumers. Other households are those headed by married
couples or by single men. In 1991, average earnings for
female-headed households with children were $3,700; aver-
age earnings for other households were $9,800.

In contrast, the rate of increase in the use of the EITC
was similar among both groups of low-income house-
holds with children. In 1991, EITC payments consti-
tuted 4 percent of income for female-headed households,
and by 2005 that proportion had increased to 11 percent.
Among other low-income households, EITC accounted
for 6 percent of income in 1991 and 12 percent in 2005
(see Table 2).

Low-Income Households with
Children in 2001

Those households with children that were in the low-
income category in 2001 had, on average, significant
increases in income in each of the next two years (see
Figure 8).15 For those households, average inflation-

adjusted income increased by about 45 percent, from
$16,700 in 2001 to $24,100 in 2003.1¢

Average household income increased, in percentage
terms, almost equally for female-headed and other low-
income households with children in 2001. About half of
all households with children that were considered low
income in 2001 were headed by women; the rest were
headed by married couples or by single men.!” Average
household income in 2003 for those households with
children that had been in the low-income female-headed
category in 2001 was just under $20,000; the 2003
average for other low-income households was almost

$28,700.

The fact that average income was increasing between
2001 and 2003 for those households with children that
were in the low-income category in 2001 does not mean
that income was increasing for every household.
Although about 60 percent of female-headed and other
low-income households with children in 2001 experi-
enced real increases in income of more than $1,500 over
the next two years, about 25 percent of each group saw
their income decline by more than $1,500 over the same
period (see Figure 9).18 For households in which income
increased, it did so substantially, nearly doubling between
2001 and 2003.

15. This analysis is based on the 2001 panel of the Census Bureau’s
Survey of Income and Program Participation (SIPP), which fol-
lowed individual respondents for 36 months. The months
included vary because respondents are assigned to one of four
rotation groups: October 2000 to September 2003, November
2000 to October 2003, December 2000 to November 2003, or
January 2001 to December 2003. For CBO’s analysis, 2001 refers
to the first 12, 2002 is the second 12, and 2003 is the final 12 of
the 36 months. The data are the most recent available from the
SIPP for any three-year period. The definition of income is similar
to that used in the first section of this paper, although it excludes
income from the EITC and from educational assistance. The sam-
ple consists of children who were present and age 17 or younger in
all 36 months. Longitudinal panel weights are used. Similar results
are obtained if the 1996 SIPP panel is used to examine changes in
income for the period between 1996 and 1998.

16. Because annual measures of income in the SIPP are based on
information taken from three interviews, the probability is rela-
tively low that observed changes in income are largely the result of
misreported income.

17. Family structure is that in 2001.

18. A $1,500 increase or decrease in income over the two-year period
was chosen to approximate a 10 percent change (rounded for
exposition) from the average income of $16,700 for all low-
income households with children in 2001.



CHANGES IN THE ECONOMIC RESORUCES OF LOW-INCOME HOUSEHOLDS WITH CHILDREN

Figure 8.

Sources of Income for Low-Income Households with Children in 2001, by

Household Type

(Thousands of 2005 dollars)
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Source: Congressional Budget Office based on the U.S. Census Bureau’s Survey of Income and Program Participation, 2001.

Notes: Annual cash income was adjusted for inflation using the research series for the consumer price index for all urban consumers. Other
households are those headed by married couples or by single men. Other income consists of unemployment compensation, workers’
compensation, disability benefits, pension or retirement income, financial assistance from outside of the household, and other cash

income.

AFDC = Aid to Families with Dependent Children (through 1996); TANF = Temporary Assistance for Needy Families (after 1996);

SSI = Supplemental Security Income.

The percentage increases in income were similar for both
groups for whom income rose. Some increases probably
occurred in households that were in the low-income cate-
gory only for a short time (for instance, because of a
period of unemployment) and then regained their eco-
nomic footing before the end of the period (see Box 1).
The decreases in income for the one in four female-
headed or other households that experienced income
declines between 2001 and 2003 were substantial;
income fell by 35 percent to 40 percent for households in
each group (see Figure 9).

The income fluctuations largely reflect changes in house-
hold earnings, as opposed to changes in unearned income
(see Table 3 on page 13). Those changes in earnings, in

turn, were attributable primarily to changes in the num-
ber of hours worked as opposed to changes in wage rates.

Although changes in household composition (such as
occur when parents divorce or remarry) can have a sub-
stantial effect on economic resources, a small percentage
of households actually experienced such a change during
the period covered here.!”

Declines in earnings were partially offset by increases in
government transfers. Among female-headed households
with large earnings declines between 2001 and 2003,
there were offsetting increases in income from TANF and
SSI. For married-couple or male-headed households, off-
setting transfers came primarily from Social Security.

19. About 6 percent of children who were in female-headed
low-income households in 2001 were in married-couple or
male-headed households in 2003; about 8 percent in married-
couple or male-headed low-income houscholds in 2001 were
in female-headed households in 2003.
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Box 1.

Changes in Income for Low-Income Households with Children in 2002

Were the low-income households with children in between 2001 and 2002; just over half experienced
2001 that had income increases of $1,500 or more increases of $1,500 or more between 2002 and 2003.
between 2001 and 2003 simply bouncing back aftera ~ But the two groups were not the same. Six house-
temporary decline? Some were; some were not. The holds in 10 whose income declined between 2001
analysis illustrated below shifts perspective slightly to ~ and 2002 saw their income increase between 2002
focus on what happened before and after 2002. and 2003. Income for the other 4 households in 10

did not increase substantially from 2002 to 2003.
Half of the low-income households with children in

2002 saw their income decline by $1,500 or more

2001 2002 2003
Households with Income Households with Income
$1,500 Higher in 2001 Than in 2002 $1,500 Higher in 2003 Than in 2002

‘T Y I Y ‘I XY
hAbhbdbAA aACOAA

Low-Income Households Q

C IO JOr
Sf Jar &
C IO Jar
Sf Jar &

All Other Households All Other Households

DAAAA hAbdbd b
DAAAA NAAAA

Source: Congressional Budget Office based on the U.S. Census Bureau’s Survey of Income and Program Participation, 2001.

Note: Annual income was adjusted for inflation using the research series for the consumer price index for all consumers.
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Figure 9.

Sources of Income and Changes in Income for Low-Income Households with

Children in 2001, by Household Type

(Thousands of 2005 dollars)

40
Female-Headed Households Other Households
35 Income | |
Income Fell by Income Changed by Income Rose by Income Fell by Income Changed by Rose by -
30 | $1,500 or More Less Than $1,500 $1,500 or More $1,500 or More Less Than $1,500 $1,500 or

(27 Percent) (16 Percent) (57 Percent)

-l E
20

15

10
=
0

(26 Percent)

—

(11 Percent) More
(63 Percent)

2001 2003 2001 2003 2001 2003 2001 2003 2001 2003 2001 2003
] Earnings B AFDC or TANF B Social Security ] ssi I Child Support [] oOther Income
Source: Congressional Budget Office based on the U.S. Census Bureau’s Survey of Income and Program Participation, 2001.

Notes: Annual cash income was adjusted for inflation using the research series for the consumer price index for all urban consumers. Other
households are those headed by married couples or by single men. Other income consists of unemployment compensation, workers’
compensation, disability benefits, pension or retirement income, financial assistance from outside of the household, and other cash

income.

AFDC = Aid to Families with Dependent Children (through 1996); TANF = Temporary Assistance for Needy Families (after 1996);

SSI = Supplemental Security Income.

Child support often was an important component of
changes in income for female-headed households with
children. Increases in child support alone were enough to
effect such a change for 17 percent of those whose
income increased overall. In 13 percent of the households
where income dropped by $1,500 or more, child support
also had declined by at least $1,500.

The focus of the analysis so far has been on cash income,
which includes cash transfers from the government but
excludes in-kind benefits, such as food stamps, free or
reduced-price school meals, housing assistance, and
energy assistance. Also excluded are any benefits from
health insurance coverage.

Many low-income households with children in 2001—
whether headed by single females or not—were receiving

some form of noncash assistance from the government,
and they did so over the next two years (see Table 4 on
page 13). In 2001, low-income households that would
experience increases in income over the next two years
tended to be less likely to have received food stamps, free
or reduced-price school meals, housing assistance, or
energy assistance than were those households whose
income would fall. The lower rate of program participa-
tion among those whose income went up could have
been attributable, at least in part, to some of those house-
holds’ not expecting to remain in the low-income group
for long. If members of a household believed they would
have a limited period of eligibility, the perceived value of
the benefits also would be limited. Moreover, a household
might have had assets (for instance, savings accumulated
prior to the loss of a job) that were sufficient to reduce
the need for support or the eligibility for benefits.
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The higher rates of program participation among those
whose income declined could in part have been caused by
a mid-year job loss, for example, in 2001, followed
shortly thereafter by enrollment in a noncash assistance
program. Such a household might experience declines

in income between 2001 and 2003 and receive benefits in
2001.

Among those houscholds with increasing income, partici-
pation in the programs examined here generally declined
only slightly. Regardless of the increased income, the pro-
grams were still being used by many of the households
two years later.

A substantial change in program participation among
those low-income households that experienced declines
in income between 2001 and 2003 was seen in the
increased use of food stamps by married-couple or male-
headed households. There was no similar increase for

female-headed households, although a much larger pro-
portion of those households were already receiving food
stamps in 2001.

The percentage of children in low-income households in
2001 who were covered by health insurance (public or
private) remained relatively stable between 2001 and
2003, regardless of changes in income (see Table 5 on
page 14).2% Offsetting changes in public and private
health insurance, as income increased or decreased,
helped maintain the balance. As both income and private
health insurance coverage declined for female-headed
low-income households, for example, there were off-
setting increases in coverage by Medicaid or SCHIP.

20. For a discussion of measurement issues regarding health insurance
coverage, see Congressional Budget Office, How Many People Lack
Health Insurance and For How Long? CBO Economic and Budget
Issue Brief (May 12, 2003).

11
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Table 1.

Distribution of Real Income for Households with Children

(2005 Dollars)

Average Income Percentage Change
1991 2000 2005 1991-2000 2000-2005 1991-2005
Quintile
Lowest 12,400 18,800 16,800 51.4 -10.8 35.0
Second 31,600 39,400 37,500 24.9 -4.8 18.8
Middle 48,700 59,100 57,200 21.4 -3.3 17.3
Fourth 69,100 83,700 83,900 21.1 0.3 21.5
Highest 114,700 176,300 175,800 53.7 -0.3 53.2

Source: Congressional Budget Office based on the U.S. Census Bureau’s Current Population Surveys from 1992 to 2006.

Note: Annual cash income was adjusted for inflation using the research series for the consumer price index for all urban consumers.

Table 2.
Selected Sources of Income for Low-Income Households with Children

Earnings EITC AFDC or TANF
Amount Percentage of Amount Percentage of Amount Percentage of
(2005 Dollars) Income (2005 Dollars) Income (2005 Dollars) Income
Female-Headed Households
1991 3,700 35 400 4 4,400 42
2000 9,000 58 1,800 12 1,400 9
2005 7,400 54 1,500 11 1,000 7
Other Households
1991 9,800 64 900 6 2,000 13
2000 17,100 78 2,200 10 500 2
2005 15,200 75 2,400 12 300 2

Source: Congressional Budget Office based on the U.S. Census Bureau’s Current Population Surveys from 1992 to 2006.

Notes: Annual cash income was adjusted for inflation using the research series for the consumer price index for all urban consumers. Other
households are those headed by married couples or by single men.

EITC = earned income tax credit; AFDC = Aid to Families with Dependent Children (through 1996); TANF = Temporary Assistance for
Needy Families (after 1996).
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Table 3.

Changes in Income from 2001 to 2003 for Low-Income Households with
Children in 2001

(2005 dollars)

Female-Headed Households Other Households
Income Rose by Income Fell by Income Rose by Income Fell by
$1,500 or More $1,500 or More $1,500 or More $1,500 or More
Change in
Income 13,000 -5,900 17,500 -7,800
Earnings 10,800 -4,800 15,200 -8,200

Source: Congressional Budget Office based on the U.S. Census Bureau’s Survey of Income and Program Participation, 2001.

Note: Annual cash income was adjusted for inflation using the research series for the consumer price index for all urban consumers. Other
households are those headed by married couples or by single men.

Table 4.
Selected Program Participation, Low-Income Households with Children in 2001
(Percent)
Female-Headed Households Other Households
Income Rose by Income Fell by Income Rose by Income Fell by
$1,500 or More $1,500 or More $1,500 or More $1,500 or More
2001 2003 2001 2003 2001 2003 2001 2003
Food Stamps 65 58 80 81 34 32 44 61
School Meal
Programs 80 82 88 91 65 66 84 84
Housing Assistance 43 30 53 49 16 11 11 14
Energy Assistance 25 22 38 30 18 11 14 14

Source: Congressional Budget Office based on the U.S. Census Bureau’s Survey of Income and Program Participation, 2001.

Note: Other households are those headed by married couples or by single men. The school meal programs consist of the School Breakfast
Program and the National School Lunch Program. Housing assistance consists of public housing and rental assistance.
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Table 5.
Health Insurance Coverage, Low-Income Households with Children in 2001
(Percent)
Female-Headed Households Other Households

Income Rose by Income Fell by Income Rose by Income Fell by

$1,500 or More $1,500 or More $1,500 or More $1,500 or More

2001 2003 2001 2003 2001 2003 2001 2003
Medicaid or SCHIP 63 60 72 82 48 45 60 67
Private 32 27 23 11 37 40 24 15
Any 83 80 85 86 74 77 76 76
Source: Congressional Budget Office based on the U.S. Census Bureau’s Survey of Income and Program Participation, 2001.

Notes: Participants can report more than one type of health insurance coverage. Children were considered to be covered if they were covered
in the 12th month of the year-long span of the survey.

SCHIP = State Children's Health Insurance Program.
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