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1 Introduction

Poverty and social inclusion are the central concerns of the European Union’s
social agenda. This chapter provides an overview of patterns and trends in poverty and
social exclusion across the EU, and discusses the factors at work and the challenges they
pose. We begin with a discussion of the concepts and measures of poverty and exclusion
employed in an EU context. We then look the extent and nature of poverty and social
exclusion across the EU before the economic crisis, first as reflected in indicators that
rely on household income as the measure of poverty, and then incorporating non-
monetary indicators of deprivation into the picture. The evolution of poverty across the
EU (and previously EEC) in the decades up to the crisis is then discussed, before
focusing on the impact of the economic crisis. The characteristics and circumstances
associated with a heightened risk of being poor are then discussed, before moving on to
what appears to underpin the variation in poverty across the member states. We conclude
with a brief discussion of the current EU-level orientation on how best to tackle poverty

and exclusion.

2 Poverty, social exclusion and the EU
Most research on poverty in Europe takes as its point of departure the definition
that people are in poverty when “their resources are so seriously below those commanded
by the average individual or family that they are, in effect, excluded from ordinary living
patterns, customs and activities” — the influential formulation by the British sociologist
Peter Townsend (1979, p. 31). The concept of poverty adopted by the European Council
in the mid-1980s and underpinning policy formation at European level subsequently was:
“The poor shall be taken to mean persons, families and groups of persons whose
resources (material, cultural and social) are so limited as to exclude them from the
minimum acceptable way of life in the Member State in which they live”.
So poverty from this starting-point has two core elements: it is about inability to

participate, and this inability to participate is attributable to inadequate resources.



While income has most often been used to distinguish the poor, with continuing
debate on how best to establish an income cut-off, the widespread adoption from the
1980s of the terminology of social exclusion/inclusion in Europe served to highlighting
the barriers and the dynamics of the processes that leave people unable to fully participate
in society, as well as the multidimensional nature of such exclusion. Poverty and social
exclusion may be seen as inherently multidimensional concepts, involving not only low
income/financial resources, but also educational disadvantage, poor health and access to
health services, inadequate housing, and exclusion in the labour market. Multi-
dimensional approaches to measuring poverty and social exclusion have been the focus of
significant study and debate (see for example Kangas and Ritakallio, 1998, Atkinson,
2003, Bourguignon and Chakravarty, 2003, Kakwani and Silber, 2008, Alkire and Foster,
2011), and this has had an impact on practice at national and EU levels, notably in the use
of non-monetary indicators of deprivation often alongside income. It should be noted that
seeing poverty and exclusion as multidimensional does not necessarily mean that those in
poverty can only be identified using information on a wide range of dimensions: in some
circumstances a quite restricted set or even a single indicator (such as income) might
prove adequate (Nolan and Whelan, 2007). In this chapter we follow the available
research in focusing for the most part on what indicators of low income and deprivation
reveal about patterns of poverty in Europe, while also noting studies adopting a more
comprehensively multidimensional measurement approach.

The broader evolution of, and challenges to, ‘Social Europe’ are discussed in
detail in the chapters by Daly and Bailey in this Handbook, so here we concentrate on
how poverty and social exclusion have been thought about and measured. Empirically,
early studies of the extent of poverty for the EU Commission or Eurostat (O’Higgins and
Jenkins, 1990, Eurostat, 2000) relied on relative income poverty lines derived as
proportions of mean or median income in the country in question to distinguish those in
poverty. From 2000 onwards, social protection and inclusion became specific policy
areas for EU cooperation, underpinning the development of the Union’s Social Inclusion
Process in which the monitoring of poverty and social inclusion is embedded. The Open
Method of Coordination (OMC) is at the centre, with key elements being the agreement

of common objectives, the preparation of National Action Plans and a regular Joint



Report by the Commission and the Council, and the adoption of common indicators to
monitor progress towards the common objectives and compare best practice across
Member States. That set of common indicators was adopted at the end of 2001 at the
Laeken Council, drawing on the report by Atkinson, Cantillon, Marlier and Nolan, (2002),
which emphasised that the portfolio should be balanced across the different dimensions.

The original list of indicators relied heavily on information about income and
labour force status where comparative data was already relatively well developed, with
indicators based on relative income poverty thresholds playing a particularly important
role (described as capturing those ‘at risk of poverty’ rather than ‘poor’). The indicators
employed have subsequently been refined and extended in various ways and integrated
into the broader ‘Social OMC’, with Primary indicators now including income poverty
risk, unemployment and joblessness, low educational qualifications, access to healthcare,
material deprivation, housing and child well-being. These are complemented by
Secondary indicators such as poverty risk for different categories and circumstances, and
Context Information statistics include income inequality.

Non-monetary deprivation indicators were incorporated into the agreed indicators
in 2009 after considerable analysis and debate, with the expansion of the EU from 2004
adding significant impetus since differences in average income per head and in the value
of relative poverty thresholds from richest to poorest member states were now very much
wider. Material deprivation indicators were seen as helpful in that context, in that a
common EU-wide benchmark could be employed, while also helping to address some of
the limitations of current income as a measure of resources and living standards. Drawing
on research based on EU-SILC (Guio, 2005, 2009, Giuo and Maquet, 2006, Whelan and
Maitre, 2005, 2006a) as well as the results of a specially-designed Eurobarometer survey
carried out in 2007 (Guio, Fusco and Marlier, 2009), a material deprivation rate showing
the percentage living in households that could not afford at least three of nine indicators
was included as a primary indicator and “depth of deprivation” showing the average

number of these items lacked by those reporting some deprivation was added as a



secondary indicator.® (Nolan and Whelan, 2011, review and investigate the issues
involved in using the available deprivation indicators to best capture poverty and
exclusion in Europe.)

With a set of common indicators relating to social inclusion agreed, member
states were encouraged to set targets framed in terms of such indicators by the European
Commission from the mid-2000s onwards, but only a few member states did so. It was
therefore a radical departure when the economic crisis created the impetus for the
development of the "Europe 2020" strategy for jobs and growth, formally adopted in mid-
2010, with five headline targets for the Union as a whole among which is “promoting
social inclusion in particular through the reduction of poverty”, specifically “to lift at
least 20 million people out of the risk of poverty and exclusion”. For this purpose the
population at risk of poverty and exclusion is defined as those either below the 60% of
median relative income threshold, experiencing severe material deprivation (i.e. deprived
on at least 4 out of the 9 deprivation indicators already mentioned), or in a household in
which working-age members spent a fifth or less of the available time in the previous
year in work. In the EU 17% of the population were below the income threshold when
that target was adopted (or more properly in the data then available, which was for before
the crisis), 8% were above that material deprivation threshold and a similar figure
counted as in ‘low work intensity’ households. With some people captured by more than
one criterion, the aggregate EU figure for those “at risk of poverty and exclusion” was
24.5% of the total population, 120 million people.? In terms of social inclusion, then, the
EU now combines what is often referred to as a ‘dashboard’ approach, where a range of
indicators is used to monitor and assess progress, with a single high-level target; * in
justifying this approach the EU Commission (2011) has argued that the computation of a

multidimensional poverty index is an effective way of communicating in a political

! The nine items are: being able to pay rent or utility bills; to keep their home adequately
warm; to pay unexpected expenses; to eat meat, fish or equivalent every second day; a week’s
holiday away from home; a car; a washing machine; a colour TV; or a telephone.

2 Whether this is the best way to frame such a target has been debated, see for example Whelan et
al (2014).

% The OECD, while focusing for the most part on the analysis of income-based poverty indicators
in recent landmark publications such as OECD, 2008 and 2011, has also invested significant
effort into the development of a range of relevant indicators to form part of a ‘dashboard’ to be
monitored.



environment, and a necessary tool in order to monitor 27 different national situations.
The prospects of progress, including towards that target, have been seriously

compromised by the economic crisis and its aftermath, as we shall see.

3 Patterns of income poverty in Europe before the crisis

We now discuss the evidence on the extent and nature of poverty and social
exclusion in Europe and how that has evolved over time. The scale of the economic crisis
from 2007-8 onwards means that it is worth focusing first on the situation before its onset,
then look back on how poverty in Europe had evolved up to that point, and then turn to
how it has been affected by the crisis. For the picture immediately before (and through)
the crisis we can rely on the data on the relevant poverty and inclusion indicators
produced by Eurostat and included in their database on social inclusion indicators, drawn
from the EU Statistics on Income and Living Conditions (EU-SILC) data-gathering
exercise covering all the EU Member States.

Starting with the at-risk-of-poverty poverty measure, Table 1 shows the
percentage of persons in households falling below 60% of the median disposable
household income in their country in the EU-SILC results for 2008.% This varied from a
low of 9% in the Czech Republic to a high of 26% in Latvia. Other countries with a rate
well above average were Bulgaria, Estonia, Greece, Spain, Lithuania and Romania, while
Italy, Portugal and the UK were also above the average. Austria, Belgium, Cyprus,
Croatia, Germany, Ireland, Malta and Poland were around the average. Denmark, Finland,
France, Luxembourg, Hungary, Slovenia and Sweden were well below the average, while
the Netherlands and Slovakia had rates nearly as low as the Czech Republic.
(Corresponding figures for 40%, 50% and 70% of the median are also included in the
social inclusion database, and sometimes show different rankings of individual

countries.)

[Table 1 here]

4 Note that the income data obtained in EU-SILC generally refers to the previous calendar year,
except in the case of Ireland and the UK.



About 63% of the persons in households below the 60% threshold live in
Germany, France, Italy, Spain and the UK, simply because these are the countries where
a very substantial share of the EU population lives. The enlargement of the EU in 2004
did not increase the overall percentage at risk of poverty vis-a-vis relative income
thresholds: the 10 new member states had considerably lower average incomes than the
previous EU-15 but similar relative poverty rates on average — though Bulgaria and
Rumania, joining subsequently, have relatively high rates. The levels of the country-
specific relative thresholds were very different indeed: in Austria, Belgium, Germany and
the Netherlands the threshold for a single person household at that point was about €10-
11,000, compared to only €4,000 in Latvia and Lithuania and less than €2,000 in
Romania (having taken differences in purchasing power into account). Were one to
instead use the same income threshold across all countries — set for example at 60% of
median income across the EU as a whole - this would give very different results in terms
of poverty rates and where the poor in the EU are located, with a much higher proportion

in Eastern Europe and a substantially lower share in “Continental Europe” and the UK.

4. Income poverty dynamics and persistence

Household incomes change over time, and it is important to be able to distinguish
those who move in and out of low income from those who are persistently in that
situation. This requires longitudinal data following the same individuals over time, which
was central to the design of the ECHP, whereas EU-SILC has a more modest rotating
panel element. This does however allow the “persistent at-risk-of-poverty” rate, which is
included among the EU’s social inclusion indicators and defined as the percentage below
the 60% threshold in the current year and in at least two of the preceding three years, to
be produced. Table 2 shows these figures based on the 60 % median threshold, for the
countries for which this indicator is available. This persistent at-risk-of-poverty rate
ranges from as low as 3-5% in the Czech Republic, Denmark, Slovakia and Sweden up to
13% in Cyprus, Estonia, Greece and Portugal, with the average for the EU-15 being
about half the at-risk-of-poverty rate. The cross-country differences in persistent poverty

are even greater than those in poverty measured in a particular year, because in the



countries with high poverty rates at a point in time those below the threshold in a given

year are also more likely to remain so.

[Table 2 here]

Some comparative studies of income poverty dynamics have made use of the
longer time-windows provided by the ECHP and by national panels (see for example
Whelan et al 2000, Layte and Whelan 2002, OECD, 2004, Whelan and maitre, 2006b,
Valetta, 2006). These show what the OECD has aptly summarised as the apparent
paradox that poverty is both fluid and characterised by long-term traps. Many spells in
poverty are short and represent only transitory set-backs, and the number of people who
are poor for an extended period of time is much lower than the number of people who are
poor at one specific point in time. On the other hand, the typical year spent in poverty is
lived by someone who experiences multiple years of poverty and whose longer-term
income is below the income poverty threshold. The substantial degree of income mobility
observed from one year to the next thus has to be interpreted with care, and does not

mean that poverty is mostly a transient phenomenon.

5. Levels of material deprivation

It is helpful to complement the perspective on poverty provided by income-based
measures with information on non-monetary indicators of deprivation also obtained from
surveys for the same households, and for this purpose one can draw on the indicator
included in the EU’s Social Inclusion set also drawn from EU-SILC as described earlier.
Table 3 shows the percentage experiencing deprivation of 3 or more of the nine items
included in this index, which is taken to represent material in the EU’s indicator set, and
also the percentage deprived of 4 or more which is taken to represent “severe” material
deprivation (and enters into the 2020 poverty reduction target as described earlier). We
see that there is much more variation across the member states in the extent of material
deprivation than in relative income poverty. The deprivation rate ranges from as low as
5% in Sweden and Denmark up to 50% or more in Bulgaria and Romania, while the

percentage severely deprived goes from 1-2% in Denmark and Sweden up to 41% in



Bulgaria. These differences in the prevalence of deprivation are strongly related to those
in average income across the member states, though other factors are also clearly at work

as discussed below.

[Table 3 here]

The EU’s official target for poverty reduction by 2020 combines low income
measured against country-specific relative standards with this measure of severe material
deprivation and with the extent of household ‘joblessness’, as described earlier. Table 4
compares the distribution across countries of the population identified in this way as
‘experiencing poverty and social exclusion” with the distribution of those simply below
the country’s 60% of median income threshold. We see that the differences are not in fact
very marked: although the percentage in the countries with the lowest average incomes —
notably Bulgaria and Romania — is higher than with purely relative country-specific
income thresholds, more than 60% of the target population is still in France, Germany,
Italy, Spain and the UK. This reflects the way the target itself is framed, to include those
meeting any one of the three criteria, so that those below the relative income threshold in
those large countries continue to dominate. If one instead adopted the alternative
approach explored in some studies which identify those both below the relative income
thresholds and experiencing deprivation as ‘consistently poor’, a much higher proportion
of those seen below the country’s relative income threshold are also experiencing
deprivation in the lower-income countries of Eastern Europe, so these countries would

account for a larger share of the overall ‘consistently poor’ population.

[Table 4 here]

6. Poverty and the economic crisis

The onset of the financial and economic crisis from 2008, initially in the USA but
quickly impacting on European countries, had profound effects on economic growth and
employment and on poverty and social exclusion. However, as the study of the impact of
the ‘Great Recession’ on poverty and inequality by Jenkins et al (2012) brought out,

these effects varied widely across countries. This was firstly because the impact on levels



of national income and employment were very different, with countries such as Ireland,
Spain, Portugal and after some time Greece seeing pronounced declines in national
output and income whereas others such as Germany experienced much more muted GDP
and employment effects. Secondly, the ‘automatic stabilisers’ in tax and transfer systems
operated to offset the impact of declining market income on disposable household
incomes to varying degrees. Finally, the way governments responded to the crisis and
associated fiscal deficits also had major consequences for the extent to which lower-
income households were either protected from or exposed to the worst effects of the crisis
and its aftermath.

The poverty and social exclusion indicators employed to this point in capturing
the pre-Crisis situation across the EU also allow a picture of the impact of the Crisis to be
seen, and brings out in particular how much this varies not only across countries but also
depends on the nature of the poverty and exclusion measure one employs. Table 5 shows
the levels of three indicators from EU-SILC and how these changed from 2008 and 2014,
namely the at-risk-of-poverty rate based on 60% of the country’s median income, the
‘anchored’ poverty rate based on income thresholds kept unchanged at their 2005
purchasing power (i.e. uprated only for changes in consumer prices from then onwards),
and the material deprivation rate also described earlier. We see first that relative income
poverty rose only marginally if one focuses on the average rate across the EU, from
16.6% to 17.2%. While some countries saw quite substantial increases — with the rate in
Greece, Croatia, Luxembourg, Romania and Sweden rising by 2 percentage points or
more — there were also countries that saw declines, such as Austria, Estonia, Ireland,
Cyprus, Latvia, Lithuania and the UK. If one were to rely on this poverty measure, the
overall impact of the Crisis across the EU would be seen as rather modest.

[Table 5 here]

This of course reflects the purely relative nature of the measure, and its one-for-
one linkage to movements in median income: if median income declines, as it did in the
countries hardest-hit by the Crisis, so does the poverty threshold. If instead one employs

an income poverty threshold that is held fixed in purchasing power terms, then the picture



for the worst-affected countries is a good deal more negative. The anchored poverty rate
also shown in Table 5 increases for Spain, Italy, Luxembourg, Hungary, the Netherlands,
Portugal, and Slovenia, even more sharply for Ireland and Cyprus, and by a remarkable
24% in the case of Greece. (This poverty threshold is anchored to the real level in 2005,
and the significant income growth that occurred between then and 2008 in Greece,
Ireland, Portugal and Spain means that there would be even greater increases in the
proportion falling below thresholds anchored just before the Crisis.)

Table 5 also shows what happened to material deprivation, in terms of the
percentage experiencing deprivation of at least three out of the nine items included in the
index. We see that this rose very sharply in Ireland, Greece, Spain and Cyprus whose
government finances were so badly hit by the Crisis that they had to be ‘bailed out’ by
the EU and IMF, and also increased in Portugal, the other member state requiring such a
bail-out, as well as in Denmark, Hungary, Italy, Lithuania, and the UK. Material
deprivation fell markedly over this period only in Bulgaria, Finland, Slovakia and Poland.
The impact of the Crisis on poverty and social exclusion was clearly much more severe in
some countries than in others, but against a counter-factual of rising living standards and
declining material deprivation in the absence of such a deep recession the impact was
broad-ranging.

In terms of the EU’s headline ‘at risk of poverty and social exclusion’, the impact
of the crisis has been that the target number has risen rather than fallen — from 116
million to over 120 million persons. This is affected by increasing household joblessness
as well as the at-risk-of-poverty and material deprivation elements of the target we have
discussed, with the large increases in Spain, Italy and the UK — partly offset by a
substantial decline in Poland — being particularly important. The ambitious original target,
to reduce poverty and social exclusion by 20 million by 2020, has not been abandoned

but now appears very much more challenging.

7. Who is poor and why?
While EU countries differ in the overall proportion falling below relative income
thresholds, are the types of individuals and households affected very similar from one

country to the next? The profile of those living in poverty has been analysed in some



depth both in individual countries and in an EU-wide context, highlighting as high-risk
those with low levels of education and skills, the unemployed, people with disabilities,
single parents, large families, the elderly, children, ethnic minorities, migrants, and
refugees. These are also the types of “vulnerable groups” identified by the National
Action Plans on Social Inclusion prepared by EU member states as part of the Social
Inclusion Process. The information from EU-SILC in the EU’s social inclusion indicators
database allows one to compare the poverty risk using the 60% of median threshold
facing persons with different individual and household circumstances, and some broad
patterns are worth noting in that regards in terms of commonality versus differentiation
across countries before the crisis.

Focusing on age, for example, the average at-risk-of-poverty rate for children
across the EU as a whole was 20%, higher than the corresponding figure for all persons
which was 16.6%; the rate for children was also above-average in most countries, though
not in Croatia, Cyprus, Denmark, Estonia, Finland, Germany, Latvia and Slovenia. The
average poverty rate for older persons (aged 65 or over) was about 19%, again
considerably higher than for all persons but also with exceptions, in this case the Czech
Republic, Germany, France, Luxembourg, Hungary, the Netherlands, Poland and
Slovakia. Looking at household composition, households comprising a working-age
couple with no children are much less likely to be below the 60% threshold than single
working-age adults in every country, but the gap is much wider in some countries than in
others. For couples with children, there is generally little difference in risk for those with
one child versus couples with two children. Indeed, the level of risk they face is often
similar to that for couples with no children. However, the risk is considerably higher for
those couples with three or more children than for those with one or two children. Single
parents face much higher risks than couples with one or two children, and most often are
at greater risk of falling under the poverty line than couples with three or more children,
but the gap between these groups varies a good deal.

There is even more variation when one focuses on other groups that are generally
thought to be at high risk. Table 6 compares the at-risk-of-poverty rates for adults who
are unemployed, retired or inactive with those who are employed (as an employee or self-

employed). We see that the unemployed face a significantly heightened risk everywhere,



but the extent of that gap varies widely: the rate for the unemployed is as much as 7 or 8
times that of the employed in Belgium, Bulgaria, Denmark, Finland, Germany, Estonia,
Hungary, the Netherlands, Malta, Slovenia and Slovakia, and even greater in the Czech
Republic. On the other hand, it is no more than 3 or 4 times the rate for the employed in
Greece, Spain, Poland, Portugal and Romania. The rate for the employed is particularly
high in this latter group, in part because of the still-substantial proportion of the

workforce employed in agriculture.

[Table 6 here]

This mix of commonalities versus variation across countries in “relative risk”, in
the risk faced by specific groups compared with the overall poverty risk in the country in
question, is also seen if one focuses on educational attainment, and has major
implications for our understanding of the processes at work. Clearly there are some
characteristics of individuals and households that predispose some people to have a
relatively low level of income compared to their needs, with limited education/skills and
the makeup of the household the most obvious examples. However, the extent to which
these manifest themselves in high at-risk-of-poverty rates, either in terms of risk level or
relative to other groups in the same country, depends on other factors, notably labour
markets and institutional settings that amplify versus compensate for these disadvantages.
For example, the “penalty” facing an unemployed individual in terms of heightened
poverty risk depends on whether they have dependents, whether there are others in the
household at work, and how the welfare state and its institutions cushion the impact of
unemployment, most importantly through social protection. To take another example,
single parents generally face a much higher risk of falling into poverty than couples with
children, but in many countries it is not the fact of living in a single-parent household per
se that increases risks, but rather the employment status of that parent; in some countries,
the poverty rate among single parents with a job is not that much different from the
overall rate for couples with children, and the level of support provided to children in
single parent households by the welfare and tax systems also plays an important role
(OECD, 2005).



Using longitudinal data to look at the variation in poverty across individuals and
households over time helps to shed light on the processes at work. Econometric modeling
of poverty dynamics — transitions into and out of poverty — in the ECHP versus the US
PSID suggested that changes in household structures may be less important, and labour
market ‘events’ more important, in that respect in European countries than in the USA.
Separation or divorce is the most common family-related event associated with falling
below the poverty line in both, whereas marriage brought more people above the poverty
line in North America than in the EU-15. There was a particularly strong association
between job-related events (such as a change in the number of employed persons in the
household, in the number of months they worked, or in earnings) and poverty transitions
in the EU, and changes in social transfers were also important (OECD, 2005; see also
Layte and Whelan, 2002, Valletta, 2004, Fouarge and Layte, 2005). Comparing countries
grouped into standard welfare ‘regimes’, the high level of poverty ‘escapes’ and short
poverty durations in the social democratic/Scandinavian countries were distinctive.

These variations across countries in the ‘relative risk” of poverty facing those
living in different household types and circumstances, and in the types of factor
associated with poverty persistence versus escape, have important implications for policy.
They serve to highlight first of all that some institutional settings — relating not just to
social protection but also in the labour market - are much more effective than others in
reducing the risk of poverty for individuals and households whose characteristics and
circumstances leave them vulnerable, but that individual countries are often more
effective in addressing the needs of one group than another. They also bring out the
complexity of the causal processes underpinning such vulnerability and its impacts, so
that a policy response that focuses on just one area or domain, however important, is
unlikely to be adequate. These are points to which we return having addressed the
question that is in a sense over-arching: why is poverty overall much higher in some

European countries than others?

8. Why is poverty higher inist:some EU countries than in others?
There has been a good deal of research focused on why there is considerably more

poverty, measured via relative income poverty thresholds, in some EU countries than in



others. While a comprehensive overall explanation has yet to emerge, one can point to
some of the factors at work. An obvious place to start is with economic growth and
employment, which in a globalised economy are seen more than ever as the sine qua non
for reducing poverty. However, it is not as easy as might be expected to detect very
strong links empirically. Comparing poverty risk levels and employment rates across the
EU before the crisis, one sees only a rather weak relationship, as Marlier et al (2006)
highlighted. Although below-average employment does most often go with above-
average poverty risk or vice versa, there are also countries that combine below-average
employment with below-average poverty risk (notably Belgium, Hungary, Malta and
Luxembourg), and others with high employment and above-average poverty risk (such as
Ireland, Portugal and the UK). In a similar vein, only some of the countries that
experienced rising employment rates in the decade up to the crisis saw the at-risk-of-
poverty rate decline, with others seeing it stable or even rising. Indeed, Cantillon (2011)
has emphasized that the fact that in broad terms little progress was made in reducing
poverty — captured in this way — even in times of reasonably robust economic growth and
strong employment has fundamental implications for how one thinks about anti-poverty
policy (see also Cantillon and VVandenbroucke, 2014).

This is certainly related to the way that the at-risk-of-poverty threshold itself
moves over time, with increasing employment rates likely to drive increases in the
median to which the relative income thresholds are linked. Using a poverty threshold
anchored in real terms (i.e. only updated by inflation), most of the countries that had
increasing employment rates did see a decline in poverty. In addition, as Forster and
d’Ercole (2005) point out, countries with higher employment rates (in particular for
women) display lower market income poverty rates — that is, before taxes and transfers
have been taken into account — so transfers and taxes do not have as much work to do in
reducing poverty. However, it is still very important to understand why an increase of the
employment rate may not lead to corresponding reductions in the numbers below relative
income thresholds. This is firstly because the jobs created may not pay enough to lift
households out of poverty, particularly given high marginal taxes and benefit withdrawal
rates may mean that there is little net gain. The second consideration is that those below

the poverty threshold may not be the ones to benefit from the jobs coming on stream:



between 2001 and 2005, for example, the proportion of working-age adults living in
jobless households remained essentially unchanged in the EU despite substantial
increases in the numbers at work.

Another focus in seeking to understand cross-country differences in poverty rates
is on the size of particularly vulnerable groups, and the extent to which higher/lower
poverty is related to the overall size of such groups. If one looks for example at the
proportion in household types that are typically thought of as vulnerable - elderly singles,
elderly couples, single parents, and couples with three or more children — then there is
indeed significant variation across EU countries in the size of each of these groups.
However, often countries that are above average in one or two of the groups are below
average on the others, and there is no obvious significant relationship between the overall
importance of these groups and country’s at-risk-of-poverty rate. For example, Denmark
and Sweden have above-average numbers in these groups but low poverty rates, while the
opposite is the case for Greece, Spain and Portugal. This also reflects the fact that, as we
have seen, there is a good deal of variation across countries in terms of the risks of falling
into poverty that is associated with membership of such a group: both the household
setting and the country’s income support and broader welfare institutions can very much
alleviate the poverty risk associated with such characteristics. Differences in
demographic profiles can only go so far in explaining differences in poverty rates across
countries, and their effects are difficult to disentangle from the institutional settings in
which they are found.

Among such institutional features, the level of social welfare expenditures is a
commonly-used indicator for “welfare effort” and seen as central in preventing and
addressing poverty. Comparing social protection expenditures as a percentage of GDP
with poverty risk levels across the pre-crisis EU, the relationship is rather weak — the
same level of poverty risk can be seen in countries with very different levels of social
welfare expenditures - although it is noteworthy that no EU-15 country had a low risk-of-
poverty rate without significant social spending. The way the social protection system is
structured as well as the overall level of spending is clearly important. Some countries
achieve considerably larger reduction in poverty than others per euro spent by targeting

low-income groups more effectively, though certain types of targeting mechanisms can



have negative side-effects in terms of incentives and behavior that are a significant focus
for research.

Rather than simply looking at cross-sectional comparisons, one can also look for
clues on what underpins differences in poverty by looking at individual country
experiences over time, in particular as specific policies or broader strategies are
implemented. This is difficult to do, not least because the linkage between implemented
policies and outcomes is often very hard to trace, and policies are framed in a way that is
specific to the each country. However, it may still be possible to draw some general
conclusions. In relation to the strategy of tackling poverty by concentrating on growth
and jobs, we have already referred to the mixed experience in terms of trends in at-risk-
of-poverty rates as overall employment rates have moved up or down. Some Member
States with relatively high overall employment rates still have above-average proportions
of working-age persons living in jobless households, and groups such as the long-term
unemployed, migrants, and those with disabilities may not benefit from increases in
overall employment rates. Even where the number of workless households does decline,
the impact on poverty may be offset by a reduction of the poverty-reducing effectiveness
of taxes and transfers, in the face of fiscal pressures.

Studies focused on explaining cross-country variation in material deprivation
rather than relative income poverty have shown that differences in income levels play an
important role, but that macroeconomic and institutional variables are also important.

Overall, differences in poverty and social exclusion across European countries
may best be seen not in terms of welfare states versus markets, but rather in the
interactions between them. Much of the cross-national variations in poverty rates persists
even when differences in demographic structures been taken into account, and household-
level and labour market outcomes are not independent of welfare state structures. As
Ritakallio and Fritzell (2004) concluded, it is clearly in the nexus of family and the
welfare state that we find the most marked difference between the Nordic countries and
the continental ones” (p. 20). This may be taken as a reasonable summary of the current

state of knowledge, particularly if seen as the “family-labour market-welfare state” nexus.



9. The multidimensional nature of poverty and social exclusion and strategy
responses

As noted at the outset, while this chapter has focused for the most part on
indicators of low income and deprivation, it is worth emphasizing the multifaceted nature
of poverty and social exclusion, both at the research and policy levels. This is reflected in
the fact that the EU’s Social Inclusion indicators also include other critical dimensions
such as education, housing and health. Analysis of the inter-relationships between some
of these non-monetary dimensions and income is still at a relatively early stage, but it is
clear that the rankings of countries can vary a good deal across them. Marlier et al (2006),
for example, show that country rankings on four of the indicators - income poverty risk,
long-term unemployment, the proportion of working-age adults living in jobless
households, and the share of persons aged 18-24 who have only secondary education and
are not currently enrolled in school or training programs — often differ substantially.
Comparative studies adopting an explicitly multidimensional focus (such as AlKire,
Apablaza and Jung, 2014, and Whelan et al, 2014 implementing the ‘adjusted headcount’
approach with EU-SILC data) have brought out that both the nature of multidimensional
poverty and the extent to which it is socially stratified varies by national average level of
income.

The range of complex phenomena that come under the heading of social exclusion
cannot be treated simply as by-products of low income and relative income poverty. Poor
housing, neighbourhood deprivation, poor health and access to health services and low
levels of education are clearly related to low income but have to be both understood and
addressed in policy terms as distinct aspects of social exclusion. The limited overlap
between them in a cross-sectional context means that the very sizeable numbers
conventionally measured as at-risk-of-poverty in income terms — from one-tenth to one-
fifth of the population in EU-25 countries — are not to be seen as distinct, separate groups
removed from the rest of their respective society. As far as poverty and exclusion are
concerned, the evidence suggests that a sharp dichotomy between a “comfortable”
majority and an excluded minority may not be the most helpful way to understand the
processes at work or framing effective strategies to combat them. On the other hand, it

represents a challenge both analytically, in trying to tease out the complex processes at



work, and in framing strategies that successfully address these distinct but inter-related
manifestations of exclusion.

The current orientation of the EU towards addressing poverty reflects its
multifaceted nature, and is framed in terms of a Social Investment Strategy. Social
investment is seen by proponents as setting out the preferred institutional structuring for
the welfare state, towards which the (more or less fundamental) restructuring of existing
institutions and policies should be directed (see for example Vandenbroucke, Hemerijck
and Palier, 2011, Morel, Palier and Palme, 2012, Hemerijck and Vandenbroucke, 2012).
While the conceptual distinction between ‘investment’ versus consumption in this context
may be open to argument (see for example Nolan, 2013), the emphasis in this strategy on
addressing the deep-seated barriers faced by those from disadvantaged backgrounds is an
important element in a long-term strategy aimed at reducing poverty. This still leaves the
very real challenge of framing policies that hold out some prospect of significantly
reducing poverty in the short- to medium-term, the horizon over which the EU has set
itself a concrete target. While social policies as commonly understood have a major role
to play, poverty reduction has to be seen as a central aim of economic policy if there is to

be substantial progress towards those goals.
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Table 1: Percentage At Risk of Poverty, EU-SILC 2008

%

Belgium 14.7
Bulgaria 21.4
Czech Republic 9

Denmark 11.8
Germany 15.2
Estonia 19.5
Ireland 15.5
Greece 20.1
Spain 20.8
France 12.5
Croatia 17.3
Italy 18.7
Cyprus 15.9
Latvia 25.9
Lithuania 20.9
Luxembourg 134
Hungary 12.4
Malta 15.3
Netherlands 10.5
Austria 15.2
Poland 16.9
Portugal 185
Romania 23.4
Slovenia 12.3
Slovakia 10.9
Finland 13.6
Sweden 12.2
United Kingdom 18.7

EU average (27 countries)




Table 2: Percentage Persistently At Risk of Poverty, EU-SILC 2008

% Persistently Poor

Belgium 9
Bulgaria :
Czech Republic 3.9
Denmark 4.9
Germany 7.2
Estonia 13.6
Ireland :
Greece 13
Spain 11
France :
Croatia :
Italy 12.7
Cyprus 9.9
Latvia 12.6
Lithuania 10.9
Luxembourg 8.4
Hungary 7.7
Malta 7.7
Netherlands 6.4
Austria 5.6
Poland 104
Portugal 13.1
Romania :
Slovenia 7.7
Slovakia 49
Finland 6.8
Sweden 2.6
United Kingdom 8.5

EU (27 countries) 8.6




Table 3: Percentage Experiencing Material Deprivation, EU-SILC 2008

% Material Deprivation

% Severe Material Deprivation

Belgium
Bulgaria
Czech Republic
Denmark
Germany
Estonia
Ireland
Greece
Spain
France
Croatia

Italy

Cyprus
Latvia
Lithuania
Luxembourg
Hungary
Malta
Netherlands
Austria
Poland
Portugal
Romania
Slovenia
Slovakia
Finland
Sweden
United Kingdom

EU (27 countries)

11.6
55
16.2
5.4
13
12.4
13.6
21.8
10.8
13.1

16.1
24.9
35.7
23
3.5
37.1
13.7
5.2
13
32.3
23
50.3
16.9
27.8
9.1
4.6
11.3

17.5

5.6
41.2
6.8
2.0
5.5
4.9
5.5
11.2
3.6
5.4
7.5
9.1
19.3
125
0.7
17.9
4.3
15
5.9
17.7
9.7
32.9
6.7
11.8
3.5
14
4.5

8.5




Table 4: People at risk of poverty or social exclusion, EU-SILC 2008

At risk of poverty and social exclusion At risk of poverty

‘000 % of EU total % of EU total
Belgium 2194 1.88 191
Bulgaria 3421 2.93 2.01
Czech Republic 1566 1.34 1.14
Denmark 887 0.76 0.79
Germany 16345 14.02 15.23
Estonia 291 0.25 0.32
Ireland 1050 0.90 0.84
Greece 3046 2.61 2.69
Spain 11124 9.54 11.57
France 11150 9.57 9.28
Croatia : : :
Italy 15099 12.95 13.70
Cyprus 181 0.16 0.15
Latvia 740 0.63 0.69
Lithuania 910 0.78 0.83
Luxembourg 72 0.06 0.08
Hungary 2794 2.40 1.51
Malta 81 0.07 0.07
Netherlands 2432 2.09 2.11
Austria 1699 1.46 1.54
Poland 11491 9.86 7.81
Portugal 2757 2.37 242
Romania 9418 8.08 6.13
Slovenia 361 0.31 0.30
Slovakia 1111 0.95 0.72
Finland 910 0.78 0.87
Sweden 1367 1.17 1.38
United Kingdom 14069 12.07 13.93

EU (27 countries) 116566 100.00 100.0




Table 5: At Risk of Poverty Rate, Anchored Poverty Rate and Material Deprivation Rate,

EU-SILC 2008 and 2014

at risk of poverty rate

anchored (2005) poverty rate

material deprivation rate

2008 2014 Change | 2008 2014  Change 2008 2014 Change

% % % % % %
Belgium 14.7 15.5 0.8 15 11.9 -3.1 11.6 11.8 0.2
Bulgaria 21.4 21.8 0.4 : : 55 46.8 -8.2
Czech
Republic 9 9.7 0.7 6 5.2 -0.8 16.2 16.5 0.3
Denmark 11.8 11.9 0.1 11.2 9.8 -1.4 54 7.7 2.3
Germany 15.2 16.7 15 134 151 1.7 13 11.3 -1.7
Estonia 19.5 18.6 -0.9 54 6.4 1 12.4 19.4 7
Ireland 155 141 -1.4 9.9 17.8 7.9 13.6 24.4 10.8
Greece 20.1 22.1 2 185 42.7 24.2 21.8 39.5 17.7
Spain 20.8 22.2 1.4 16.9 20.7 3.8 10.8 17.8 7
France 12.5 13.3 0.8 : : 13.1 11.9 -1.2
Croatia 17.3 194 2.1 : : : 33.8
Italy 18.7 19.6 0.9 18.3 22.8 4.5 16.1 22.4 6.3
Cyprus 15.9 14.4 -15 10.8 19.6 8.8 24.9 36.5 11.6
Latvia 25.9 21.2 4.7 7.4 6.5 -0.9 35.7 34.6 -1.1
Lithuania 20.9 19.1 -1.8 5.4 5.1 -0.3 23 28.3 5.3
Luxembourg 13.4 16.4 3 13.8 17.3 35 35 5 15
Hungary 12.4 14.6 2.2 95 11.9 2.4 37.1 39.6 25
Malta 15.3 15.9 0.6 125 75 -5 13.7 20.2 6.5
Netherlands 10.5 11.6 1.1 7.7 9.9 2.2 5.2 9 3.8
Austria 15.2 14.1 -1.1 14.2 11.2 -3 13 9.4 -3.6
Poland 16.9 17 0.1 8.3 5.3 -3 32.3 22.2 -10.1
Portugal 18.5 19.5 1 17 20.4 34 23 25.7 2.7
Romania 23.4 25.4 2 : : 50.3 44
Slovenia 12.3 145 2.2 9.1 11.6 2.5 16.9 17.2 0.3
Slovakia 10.9 12.6 1.7 4.8 3.2 -1.6 27.8 22.2 -5.6
Finland 13.6 12.8 -0.8 10.9 8.1 -2.8 9.1 7.9 -1.2
Sweden 12.2 15.1 2.9 8.2 7.1 -1.1 4.6 3.2 -14
United
Kingdom 18.7 16.8 -1.9 14.8 15.8 1 11.3 15.5 4.2
EU (28
countries) 16.6 17.2 0.6 15.6 175 18.5 1
EU (27
countries) 16.6 17.2 0.6 17.5 18.3 0.8

Note: Data for Estonia and Ireland for 2013 not 2014



Table 6: At Risk of Poverty Rate by Activity Status, EU-SILC 2008

Employed Unemployed Retired Other inactive
% % % %

Belgium 4.8 34.8 18.3 25.6
Bulgaria 7.5 55 31.7 23.9
Czech Republic 3.6 47.8 8 12.4
Denmark 5 33.9 16.5 30.6
Germany 7.1 56.8 15 22.6
Estonia 7.3 61.3 43.3 31.9
Ireland 6.5 28.3 18 26.6
Greece 143 36.8 20.3 26

Spain 11.2 39 20.9 31.7
France 6.5 39.7 9.5 24.5
Croatia 8.3 32.2 235 25.6
Italy 8.9 41.8 14.8 28.6
Cyprus 6.3 21.3 46.2 20.6
Latvia 10.5 50.9 56.2 32.6
Lithuania 9.4 52.1 32.2 34

Luxembourg 94 52.2 4.9 15.9
Hungary 5.8 48.9 6.8 23.9
Malta 51 30.6 23.8 21.7
Netherlands 4.8 36.3 8.3 18.8
Austria 8.5 47.3 16.7 25.4
Poland 11.5 38.8 9.6 25

Portugal 11.8 34.6 20.1 28.3
Romania 175 42.7 19 31.8
Slovenia 51 37.6 17.9 21.6
Slovakia 5.8 43.2 9.7 15.7
Finland 5.1 42.8 21.8 29.1
Sweden 6.8 39.2 14.9 321
United Kingdom 8.5 54.4 28.4 34.7
EU (27 countries) 8.6 44.8 16.3 27.2







