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1. Introduction

In this paper we focus on the most recent tendencies in child poverty in the old Members States of
the European Union (EU15) and on a series of methodological issues related to the measurement of
child poverty. The study of income poverty is not obviously exhaustive of all the dimensions related
to the social inclusion/exclusion of the children, but has the advantage of providing quantitative

measures of a series of aspects of particular policy relevance.

The paper is organized in two main parts. The first one provides, as a background, an overview of
recent trends and developments of child poverty in the EU15 between 1995 and 2001 based on
existing official statistics. This part also investigates how child poverty relates to family structure
and household composition, and to which extent poverty incidence differs across age groups.
Further, some of the most recent empirical evidence on the effectiveness of social protection
systems in tackling child poverty is reviewed. Finally we briefly discuss how child poverty might
depend on factors influencing integration in the labour market, such as female employment and the

wage distribution.

The second part of the paper tackles the same set of issues making use of EUROMOD, a static tax-
benefit micro-simulation model for the EU1S5, which is both representative at the national level and
comparable across countries, and enables to simulate great part of the 2001 tax-benefit system. In
this section, we focus in more details on the methodology of child poverty measurement and on the
policy implications of the main findings.

The questions addressed by the paper can be summarized as follows: what is the ranking among
EU15 countries in terms of child poverty? Do high child poverty rates in some countries merely
reflect high overall poverty? Is the incidence of child poverty different across household types? Are
child poverty statistics sensitive to the choice of the relative poverty line, of the poverty index and
to different specifications of the equivalence scale? Which is the impact of each national tax-benefit
system in terms of poverty reduction or target efficiency with respect to both children and total
population? Wherever possible, the answers are provided by reconciling the empirical evidence
reviewed in the first part with the results obtained by EUROMOD.



2. Recent trends in child poverty rates: the Eurostat evidence

Research on child poverty has burgeoned during the last 15 years, spurred by the dramatic increase
in child poverty registered in the Anglo-Saxon countries and in some Southern European countries
during the ‘80s. The phenomenon has been investigated from an international perspective in a
number of studies: Vleminckx and Smeeding (2001), Gordon and Townsend (2000) and Cornia and
Danziger (1997) provide both cross sectional and longitudinal evidence on child poverty and well
being in industrialised countries, Bradbury, Jenkins and Micklewright (2001) focus on the
determinants of dynamics in and out of child poverty, while Micklewright and Stewart (2000 and

2001) and Forster and Toth (2001) examine the phenomenon in Eastern European countries.

This section offers an overview of recent child poverty' trends in the EUI5 based on the
EUROSTAT statistical database on “Population and Social Conditions” (EUROSTAT, 2004). The
advantage of such database consists mainly in the possibility of drawing cross-country consistent

and comparable calculations of national specific poverty rates between the old member states.

Figure 1 shows how current levels of child poverty relate to poverty in the total population in the
old EU member states, ranked in ascending order according to child poverty rates, while Figure 2
focuses on trends. For a large majority of EU15 countries, child poverty rates are higher than
poverty rates for the total population, and their dispersion across countries is larger than the
dispersion exhibited by total poverty rates. Such aspects are in line with the main findings already
present in the literature. Interestingly, child poverty rates are lower (or not higher) than total poverty
rates in countries where overall poverty is less widespread with respect to EU average (namely
Denmark, Finland and Sweden), and where, traditionally, social welfare policies have been strongly

targeted towards family and children-related benefits (Appendix, Figure 8).

Conversely, the highest child poverty rates are registered in the countries with above than EU
average total poverty. The latter group of countries, though, is more heterogeneous, since it includes
both Southern European (Italy, Spain and Portugal) and Anglo-Saxon countries (UK and Ireland)

with radically different welfare systems.

Figure 2 shows in detail recent developments in child poverty rates by gender. The panels are split
into three areas, corresponding roughly to poverty rates rankings at the beginning of the period
considered (1995): above 20%, between 15 and 20%, and below 15%, from left to right. The figures
depict a lack of significant gender differences and an overall tendency towards persistence shared

across countries, with the exception of a declining trend observed for both genders in Germany,

! The poverty statistics presented in this paragraph are based on the definition of poverty line equal to 60% of the median equivalised
household income across the national population (with OECD modified equivalence scale). A standard and basic measure of child
poverty is adopted, defined as the number of children in poor households as a percentage of the total population: the “children at risk
of poverty” rate (also known as headcount ratio).



Austria and Belgium, a marked increase in male child poverty in the Netherlands and a slight

increasing trend registered for both sexes in France and Luxembourg.

A reason for concern coming from these figures can be the high level of persistence of child poverty
and the lack of convergence to the EU 15 mean for countries with particularly high child poverty
rates (in particular Portugal, Spain, Italy and Ireland), except for the slowly declining child poverty
rate in Greece and for the encouraging (albeit far from reaching the targets set by the Blair
government in the late 90’s) downturn exhibited by the UK after 1999.

Children and poverty by household typology

The existing literature quoted above has pointed out that household size, household composition
and number of dependent children within household matter to assess poverty outcomes. We will not
explore at this point of the paper the methodological issues related to the sensitivity of poverty
measure to the choice of different equivalence scales and different poverty lines, but, for sake of
conciseness, we will rather focus on the comparison of poverty across household types holding the

same definitions of equivalence scale and poverty line.

Figure 3a to figure 3d in the appendix compare poverty incidence by different typologies of
households with children in the EUIS and relate them to total poverty in the population. In
particular, on the horizontal axis the total poverty rate is reported, while on the vertical axis the
poverty rates are plotted for four different family types: two adults with one, two and three or more
dependent children and single mothers with dependent children, respectively. The definition of
child used here is again that of individuals aged between 0 and 15. The charts should be interpreted
as follows (the same holds for figures 4a and 4b): points above the diagonal 45 degrees line indicate
for which countries the different household typologies individuated by the vertical axis are faring
worse with respect to the national average; for countries aligning (or closer) to the 45 degrees
diagonal, household specific patterns are not significantly different from the aggregate picture,
while countries laying below the diagonal reveal that specific household types experience poverty

less painfully than what is portrayed by figures on the total population.

The charts help identifying two quite different patterns already underlined by the empirical
literature on single countries showing that household poverty increases with the number of children.
Single mothers with dependent children and numerous families with two adults and three or more
dependent children are subject to higher than average national poverty rates, and the higher the
national poverty rate, the higher this gap. The figures relative to Ireland and Portugal are
particularly striking. On the other hand, households formed by two adults with one or two
dependent children appear to be “less than average” at risk of poverty, but the risk of poverty
increases noticeably from one-child to two-children families, especially for countries with high

overall poverty rates.



Children and other age groups at risk of poverty

Figures 4a and 4b in the Appendix relate child poverty with poverty incidence in two other
population subgroups normally viewed at high risk of social exclusion: the old aged 65 or higher
and the youth aged between 16 to 24. From the comparison of the two graphs some interesting
findings emerge. First of all, children do not experience poverty risk with the same propensity than
other age groups across country. Figure 4a suggests that in 6 out of 15 EU old member states the
incidence of poverty is higher for the old than for children, for 6 countries the differences in poverty
rates between the two age groups are negligible, and only for 3 countries (Italy, Luxembourg and

the Netherlands) poverty is more severe with children than above 65 elderly.

Figure 4b displays a rather different picture, showing that both “young” and “old” children fare
roughly similarly in EU 15 countries, with the noticeable exception of the Scandinavian countries

where children in working age are more at risk than those below working age.

These findings have important policy implications, and suggest, in particular, the need for an
approach based on policy complementarities and coordination according to the specific targeted

population sub-groups.

Child poverty and labor market integration

Parental unemployment, low labour market participation and low parental earnings are among the
major causes of child poverty found by the empirical literature (Oxley et al., 2001, Chen and Corak,
2005, Forster and Mira D’Ercole, 2005). Figure 5 and figure 6 in the Appendix relate child poverty
incidence with some key indicators of labour market performance, namely the female employment
rate and the share of low-paid workers in total employment (the data source is the OECD report by
Mira D’Ercole and Salvini, 2003). The graphs show that, in a cross-section of EU15 countries, child
poverty is positively correlated with low pay incidence and negatively correlated with female
employment. Though, far from providing a rigorous causal explanation, which would have required
an econometric specification, the charts offer a realistic snapshot of empirical regularities which

policy makers should be aware of in the process of decision making and policy design.

Child Poverty and Family benefits

The work by Kamerman et. a./ (2003) provides an exhaustive review of the most recent and
relevant empirical studies on the effectiveness of social and family policies in reducing child
poverty in OECD countries. Immervoll et al. (2001), Matsaganis et al. (2004), and, more recently,
Corak et. al. (2005), have analyzed the effect of family transfers on child poverty on the basis of the
microsimulation model EUROMOD. Some key interesting findings stemming from the first two
EUROMOD studies are the following: too many poor family with children are ineligible for income

support or receive low benefits in Southern Europe (Spain Italy, Greece, Portugal), therefore family
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benefits have little impact on child poverty; in countries with generous family benefits, such as
Denmark and Luxembourg, incomes seem high enough to prevent child poverty even in the absence
of family-related transfers; family benefits seem to contribute substantially to the reduction of child
poverty instead in Austria, Belgium, France, the Netherlands and the UK. Corak et. al. (2005)
among other findings, have shown that in countries with the lowest child poverty rates, children
benefit considerably not only from targeted schemes, but also from public transfers not necessarily
directed to them (e.g. directed to their parents). As far as the UK is concerned, instead,
microsimulation studies carried out by Piachaud and Sutherland (2001a, 2001b) revealed that the
overall effects of the tax benefit system on alleviating child poverty have been more relevant than
those of active labour market policies or in-work employment programmes targeted to selected

social groups.

Figure 8 shows the incidence of family and children-related benefits on the total social benefits
expenditure in EU1S5, while figure 7 relates family transfers to child poverty rates. The share of
family benefits in the overall social protection expenditure is quite heterogeneous across countries,
and figure 7 portrays its negative correlation with child poverty rates. Ireland can be viewed as an
outlier, since higher than average expenditure levels are associated to high child poverty rates. This
fact, however, can be subject to a double interpretation: either high expenditure reveals a policy

reaction to high poverty rates, or family benefits are not effective in reducing poverty.

3. Child poverty in EU15: the evidence by EUROMOD

This section of the paper examines in more details some methodological and policy issues related to
child poverty. Our exercise consists in a sensitivity analysis of child poverty statistics with respect
to the choice of the relative poverty line, the poverty measure, and the equivalence scale. The
analysis is carried out by using an integrated tax-benefit micro-simulation model, EUROMOD,
which is representative at the national level, comparable across countries, and able to simulate great
part of the 2001 tax-benefit system of the old members of the European Union (EU1S5). The
definition of children adopted hereby follows, for purposes of comparability, the approach used in
other existing studies based on EUROMOD or in some past EUROSTAT publications such as
Mejer, Siermann (2000), but differs from the definition followed in the previous section: children,

therefore, are defined as individuals aged below 18 instead of below 16.

Distribution of Children by household type

The EULS countries present a quite homogeneous share of children in total population, ranging
from 20 to 24%. The only exceptions are Germany and Italy, on the one hand, and Ireland, on the
other, whose populations are respectively older and younger than the EU15 average: the percentage
of children in Germany and Italy are around 18-19%, while the corresponding figure in Ireland is
33% (see table 1).



Despite this homogeneity across country, both the household composition and the distribution of
children among household types in each country display significant differences. In almost all
countries considered, most of children live in couples with at least 2 children. A partially different
picture emerges only in Portugal, Spain and Greece, where children living in couples with at least 3
children are only 12-13% of the total children population, against shares well above 20% elsewhere.
With this respect, Ireland represents an outlier, since almost 40% of population aged less than 18

live in couples with at least 3 children.

The share of children living in lone-parent households is considerably high in Sweden, Denmark,
Finland, Germany and UK (10-20%) while in the remaining countries the average is below 10%.
Another peculiarity emerging from cross-country comparison, is the relevant percentage of children
living with both parents and other young adults (children aged above 17) in Ireland, Spain, Portugal
and Italy, ranging between 14 and 17%, whereas the corresponding figures in the other countries are
below 10%.

Child poverty by household type

The empirical evidence obtained with EUROMOD is in line with the findings coming from
different sources (as the database used in the previous section): the Anglo-Saxon and the South
European countries show the highest child poverty rates in Europe (EU15), with values well above
20%: the headcount ratio amounts up to 21-22% in Spain and Portugal, to 23-24% in Italy and
Ireland, and to 29% in the UK (see table 2).

The international comparison allows selecting three different cluster of countries in EU15 by child
poverty level: a first, just mentioned, group of nations with a child poverty above 20%, an
intermediate set of countries, given by the Continental Europe with values ranging from 11-12%
(The Netherlands and France) to 20% (Luxembourg, Greece, Belgium and Austria), and finally a
third cluster of countries, the Scandinavian ones plus Germany, whose child poverty rate is lower
than 10%.

Child poverty is higher than total poverty in almost half of the EU15: this holds for Austria,
Belgium, Ireland, Italy, Luxembourg, Spain and the United Kingdom. On the contrary, child
poverty is lower than total poverty in Denmark, Finland, Germany, Greece and Sweden, while
significant differences between the two figures do not appear to emerge in France, the Netherlands

and Portugal.

The high child poverty rates of the Anglo-Saxon and the South European countries seem to stem
from a considerable high overall poverty rate. In fact, the overall poverty rate in the United
Kingdom, Ireland, Italy, Spain and Portugal is around 18-22%, against values which amount on
average to 8-14% elsewhere. There is one notable exception, Austria, where the relatively high

child poverty rate (19,3%) is not associated with a comparable poverty rate for the population as a



whole (12,9%). The case of Greece appears quite peculiar too, even though for opposite reasons.
Along with Portugal, Greece presents the highest (21,8%) overall poverty in EU15, while its child
poverty rate is relatively small (16,7%), if compared with that one shown by the United Kingdom,

Ireland or the other Southern European countries.

All countries, regardless the level of their child poverty rate, appear to share some common
features. In particular, the household types which present a particularly high child poverty rate are
couples with at least three children and lone parents. A slightly different picture emerges in the case
of Italy, where the poverty rate for the household typology “lone parent with children” is
traditionally not too different from the total child poverty rate (in this case, both around 23%).

Similarly to the EUROSTAT evidence previously reviewed, it is worthwhile to notice that in almost
all countries (13 out of 15) child poverty among couples with one or two children is less than the
child poverty rate calculated on total population of children. The presence of children within the
household is a risk factor of poverty only as much as the number of children is relatively high (three

or more).

Share of poor children by household type

The composition of the population of poor children among different household types shows some
notable differences across countries. Among the countries with the highest child poverty rate
(United Kingdom, Ireland, Italy, Spain, Portugal), the composition of the population of poor
children by household type shows some remarkable cross-country differences: in the UK the
relative majority (almost one third) of poor children appear to live with lone parents, while the
corresponding percentage in the other countries is by far lower: 18,4% in Ireland, 12,2% in
Portugal, 5,1% in Spain and only 2,7% in Italy. The highest percentage of poor children in the south
European countries seems rather concentrated among the couples with 2 children: 23% in Portugal,
around 31-33% in Spain and Italy. A different picture is shown by Ireland, where the absolute

majority of poor children (51%) lives in couples with at least 3 children (see table 3).

The picture shown by the countries with the lowest child poverty rate, the Scandinavian ones, is
more uniform. Most of poor children live in couples with at least three children: 31% in Denmark,
34% in Finland and 43% in Sweden. The countries with an intermediate child poverty rate (the
Continental European countries) display common patterns with this respect. Some notable
exceptions are represented by Germany and Greece. Similarly to the United Kingdom, Germany
shows a strong concentration (36%) of poor children in the household type represented by lone
parent, while in Greece more than 40% of poor children seem to be concentrated among couples
with 2 children.

The empirical evidence also shows some demographic features of child poverty which are typical of
the southern European countries. Around 17-20% of poor children in Italy and Spain live with their

parents and at least one “young adult” (that is a child aged more than 18 years), while in all other



EU1S5 countries the corresponding percentage is considerably lower. Around one fourth (22-25%)
of poor children in Portugal and Greece appear to live in household types labelled as “other”, which
typically include households with more than two generations (children, parents and grandparents).
Apart from Portugal, Spain, Italy and Spain, all other EU15 countries show a corresponding share

of poor children living within this household type lower than 10%.

Poverty rate and child poverty rate by age classes

Children run a higher poverty risk than that one of the elders in most (8 out of 15) of the old EU
members. This phenomenon is particularly evident in Austria, Belgium, Italy and the United
Kingdom. Only in Denmark, Finland, Germany, Greece, Ireland and Portugal people aged more
than 65 years are poorer than children (0-17 years), while in France the two figures appear

substantially the same (see table 4).

The shape of the poverty rate profile by age classes is not uniform across countries. The majority of
them shows a U-shape, two countries, the Netherlands and Sweden, present an inverse U-shape,
while in Denmark and France the poverty rates by age classes are first increasing and then

decreasing.

Child poverty among youngest children (0-11 years) is systematically higher than that one among
children of higher age (12-17). Portugal is the only country with an increasing poverty rate with
respect to the age of children (see table 5).

Sensitivity of child poverty to different poverty lines, poverty measures and equivalence scales

The consolidated methodology in international (child) poverty research suggests performing a
number of sensitivity checks of poverty statistics with respect to the level of the relative poverty
threshold and the poverty measure used. This approach is also coherent with the implicit
prescriptions contained in the set of the indicators for social inclusion in the European Union
adopted after the Laeken European Council (Atkinson et al., 2004). A discussion of some
methodological aspects of child poverty measurement in OECD countries can be also found in
Corak (2005).

Child poverty statistics in EU15 appear sensitive to different relative poverty lines (different cut-off
percentages). In fact, the ranking of the baseline, where the poverty threshold is given by the 60%
of national median equivalent disposable income, does change when the poverty threshold is shifted
downwards or upwards with respect to the baseline (see tables 6a-6d). At the top of the ranking, the
two countries whose position does not apparently depend too much on the level of the poverty

threshold are Italy and Portugal, while this is not the case for the UK, Ireland and Spain.



Child poverty statistics also appear quite sensitive to the choice of the poverty index. The ranking
across country according to the headcount ratio, is only partially confirmed after assuming as a
reference index either the income gap ratio or the Foster, Greer and Thorbecke (FGT) index (see
tables 7a-7c). For example, the United Kingdom, which shows the highest percentage of poor
children on total population of children according to the headcount ratio, is only fifth in the ranking
when the FGT index is used, or even eighth if poverty is measured by the income gap ratio. The
countries for which the findings seem more robust to the choice of different poverty measures are
Italy and Finland. Italy scores third, second and first, according to the headcount ratio, the income
gap ratio or the FGT index, respectively, while Finland always fare among the countries with the

lowest child poverty rates, regardless of the measures adopted.

The sensitivity of child poverty statistics with respect to the choice of the equivalence scale has
been also examined. The results show that, as far as the child poverty incidence is concerned, the
ranking of the countries is hardly affected when different equivalent scales are used (see tables 8a-
8¢). This confirms the findings already existing in the literature’. For example, the adoption of an
equivalence scale given by the square root of family size does not show significant changes with
respect to the baseline both on top of the ranking (apart from a switch between Italy and Ireland)
and at the bottom, where the four countries having the lowest child poverty remain the same
(Germany, Denmark, Finland and Sweden). Minor changes take place in the middle of the ranking,
which includes continental Europe plus Greece. Similar results are obtained using the parametric
equivalence scale (No. of adults + 0.7 x No. of children)*™®. The latter definition of equivalence
scale has become quite standard in the literature on poverty measurement: it is related to the works
by Jenkins and Cowell (1994) and Citro and Michael (1995) and have been used recently, for
instance, by Bradbury and Jantti (2001), and Jenkins et al. (2001).

The absolute level of child poverty, more than the ranking across countries, appears to be sensitive
to the choice of the equivalence scale. This is the case if one adopts the parametric form just
mentioned, given by (No. of adults + 0.7 No. x of children)"®. Using that scale makes child
poverty in all EUI5 countries increase, as a consequence of using a scale giving less role to the
economies of scale than that one implicit in the baseline (the modified OECD equivalence scale).
Countries such as UK, Ireland, Italy and Portugal show rates which are sensibly higher than before,
ranging from 26% to 35%. An intermediate cluster of countries emerges, with child poverty rates

around 20-24%. This group includes Luxembourg, Spain, Belgium, France and Greece. The third

2 In particular, De Voos and Zaidi (1997) study the sensitivity of poverty statistics to the choice of the equivalence scale across 12
European countries, using three different equivalence scales: the original OECD scale, the modified OECD scale and a subjective
equivalence scale. The ranking of countries in terms of poverty rates and composition of the poor population by household type is not
affected by the adoption of the original versus modified OECD scale, while subjective scales lead to higher poverty rates measures,
especially when breakdowns by household types are considered. Similarly, Jenkins ez al. (2001), in their longitudinal study on child
poverty in Great Britain and Germany, find out that both cross sectional and longitudinal patterns in child poverty are unaffected by
choosingﬁfour different couples of values for the parameters a and 3 in the parametric equivalence scale: (No. of adults + a xNo. of
children)”.



cluster is formed by the Netherlands, Germany, Sweden, Finland, Denmark, which present the
lowest child poverty rates. Still the poverty rates of these countries range from 10 to 18%, a

considerably higher level than before, in the baseline.

Child poverty rate by labour market situation of the household

Table 9 shows child poverty rates broken down by the labour market situation of the household.
The most striking figures concern Southern European Countries and Anglo-Saxon countries, where
child poverty is overwhelmingly high for families experiencing unemployment or inactivity.
Astonishingly, in countries like Italy, Spain, Ireland and the UK, more than 80 out 100 children are
poor if at least one of the household members is unemployed. Italy, in particular, exhibits the worst
performance when the prevalent economic status of the household is inactivity. Employment of
household working members is confirmed as the most decisive factor for low child poverty
incidence, in particular in the Nordic countries, in the Continental European countries and in the
Anglo-Saxon countries, where poverty rates for children living in families with at least one member

employed are lower than the overall poverty rates for the total children population.

Child poverty rate by household type and number of earners

Table 10 reports instead child poverty rates in different family types (couple or singled-parents
family) grouped by number of earners. Not surprisingly, the highest child poverty rates are
registered in lone-parents families with no earner, as in Spain, Greece, Ireland, UK and Portugal. In
nearly all European countries (with the exception of Austria, Luxembourg, Italy, Sweden and
France), in two-parents families child poverty rates drop monotonically as the number of earners
grows from zero to two or more. With this respect, the most relevant reduction in child poverty
rates, when shifting from zero to a positive number of income recipients within couples, occur in
Ireland, Denmark, Greece, and to a lesser extent in the UK, Spain and Portugal. Ireland represents
quite a polarized situation, where for both couple and lone-parent families without earners child

poverty rates exceed 70%.

Child poverty and low pay

Table 11 compares the incidence of child poverty with that of low-paid workers. The correlation
between the two measures obtained with EUROMOD appears lower than the one obtained in other
studies using different data sources (see Mira D’Ercole and Salvini, 2003, and Pefia-Casas and
Latta, 2004). Such a difference might hinge mainly upon the definition adopted and should not be
interpreted as a flaw of the model. According to Table 11 in fact, the incidence of low paid workers
is computed on the entire pool of employed, both employee and self-employed and both full-time

and part-time, based on monthly earnings, while for instance the report by Pefia-Casas and Latta
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(2004) based on ECHP data (considering hourly earnings and dependent employees only) show a

higher incidence of low-paid workers in nearly all the countries and in particular in Ireland.
The impact of tax-benefit schemes on child poverty

This section focuses on the effectiveness of the main typologies of public family transfers in
reducing child poverty and compares it to their effectiveness in reducing poverty in the total
population. The transfers considered hereby include unemployment benefits, social assistance
benefits, family benefits, housing benefits, and pensions (together with other contributory benefits).
The assessment of target efficiency normally refers to two different concepts introduced originally
by Weisbrod in the seventies: “vertical efficiency”, to which extent the considered benefits target
only the poor versus the non poor, as opposed to “horizontal efficiency”, to which extent the
benefits reach the whole poor population (Atkinson, 1995). It is a standard and consolidated
approach in the literature measuring the two aspects of target efficiency throughout a set of
indicators developed by Beckerman (1979), which can be easily understood with the help of the

diagram reported in Figure 9.

The area (A+B+C) is the total amount of the transfer, area (A+D) represents the aggregate poverty
gap, area A is the reduction in the poverty gap due to the introduction of the transfer, area B
indicate the amount of expenditure which make the poor cross the poverty line, and area C captures
the payment made to the non-poor population. The ratio VEE=(A+B)/(A+B+C) is the vertical
expenditure efficiency and measures the share of total benefit expenditure received by the poor;
PRE=A/(A+B+C) is the poverty reduction efficiency, a stricter measure of the extent to which
transfers reduce the poverty gap, since it indicates the fraction of total benefit expenditure which
enables individuals below the poverty line to reach the poverty line threshold, but no to cross it; the
amount of benefit expenditure in excess to that strictly necessary to bring the poor at the poverty
line level is defined as a “spillover index” S=B/(A+B); the fourth indicator is the poverty gap
efficiency, PGE=A/(A+D), and measures to which extent the benefits expenditure received by the
poor fill the resources needed to close the aggregate poverty gap. The aggregate poverty gap can be

expressed as a particular case (when o=1) of the expression:

PG@)=3 (- 1)

ieQ
where Q is the set of individuals below the poverty line, z, and y; is the equivalised household
income for individual i. If o=1, all the transfers to the individuals below the poverty line are
evaluated equally; here the coefficient adopted (0=2) implies instead that public transfers to the
“poorest poor” (those individuals whose income is more distant from the poverty line) are given
more weight than transfers to the poor whose income is closer to the poverty line. The first three
indicators can be considered measures of vertical efficiency, while the fourth is an index of

horizontal efficiency.
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Table 12a and 12b compare the indicators of vertical and horizontal efficiency derived for both the
total and the children population. The tables underline the relative importance of each of the
transfers considered to the achievement of vertical and horizontal efficiency. The figures shown can
vary between a range of 0% and 100%, which correspond to the worst and best performance,

respectively, in terms of target efficiency achievement.

As an illustrative example, let’s consider the poverty reduction efficiency (PRE) before social
assistance benefits (which means that PRE is computed before social assistance benefits are
included in the disposable income but after including all the other benefits) in Finland (9.9%) and
let’s compare it with the figures obtained for Portugal (98%) in table 12a. What do these figures tell
us? On the one hand, we can deduce that in Finland targeting is not efficient in reducing poverty in
the total population without social assistance benefits, while in Portugal the other benefits in place
(unemployment benefits, family benefits, housing benefits and pensions) are sufficient to target the
poor very efficiently. The same argument holds for the interpretation of the effectiveness of the
same type of benefits against child poverty reduction (table 12b), and the conclusions are similar, in

this case, to those in the previous example.

In terms of horizontal efficiency, instead, let’s consider PGE before family benefits computed on
the children population in Finland (11.6%) and in Germany (91%), as shown in table 12b. These
figures tell us that, in the absence of family benefits, the existent transfers are not targeted enough
to reach the poor children population in Finland, while the contribution of family benefits seems
less decisive in Germany, where the other transfers in place already target above than 90% of the
poor children population. Moreover, if we compare these figures with the corresponding ones for
the whole population reported in table 12a, we can conclude that in Finland, the considered benefits
do not sufficiently target neither the whole poor population nor the poor children sub-population
when family benefits are not included in the disposable income, and poor children are less
efficiently targeted also in relative terms. Looking at the same row in table 12b, we notice that, in
Germany, on the contrary, unemployment benefits, social assistance benefits, housing benefits and
pensions, are already targeting efficiently the sub-population of poor children before family benefits
are taken into account, and that this set of benefits is targeting better poor children (91%) than the

poor population as a whole (55.4% in table 12a).

By the same token, we can try to draw some general conclusions on the effectiveness of each of the
benefits considered in terms of target efficiency, with respect to both the total and the children
population. We will focus first on the indicators of vertical efficiency and we will consider

horizontal efficiency afterwards.

In terms of vertical efficiency, it is possible to point out that there exists quite a considerable
heterogeneity across countries in target efficiency for each of the public transfers considered,
looking at both children and total population. In particular, the largest variations are observed (in

both populations) when social assistance benefits and housing benefits are not included in the
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disposable income: in this case, both VEE and PRE exhibit a range (the difference between the
maximum and minimum value) of at least 80%, while the range when either unemployment benefits
or family benefits or pensions are excluded from disposable income, is narrower in both

populations, and comprised between 25% and 45% approximately.

Looking at unweighted averages across countries of both indicators of vertical efficiency (table 13)
shows that the lowest average values of both VEE and PRE are reached when family benefits are
not included in the disposable income but all the other benefits are; this holds for both populations:
VEE is on average 34% in the total population and 31% in the children population, while PRE
reaches only 27% in the total population and 25% in the children population. Public transfers other
than family benefits, therefore, seem both, on average, to outreach inefficiently the poor versus the
non-poor population and to contribute only weakly to the reduction of the poverty gap, without
sensible differences between the overall and the children population. Focusing on single countries,
in particular, reveals that the exclusion of family benefits harms vertical efficiency in child poverty
reduction to a greater extent in Greece, Germany, Denmark, Netherlands, and Finland according to
PRE (Greece, Germany, Netherlands and Denmark according to VEE). The exclusion of other types
of benefits allows reaching targeting levels of at least 50% under both measures for both children
and total population, with the exception of unemployment benefits. The ranking in the relative
importance of different transfers is also generally preserved under both VEE and PRE for both
populations, while the two measures portrait more heterogeneous outcomes in absolute (average)

levels.

In terms of horizontal efficiency, instead, we notice that, on average, the exclusion of public
pensions and other contributory benefits leads to the poorest targeting in both children and total
populations in nearly all the countries. Besides, the exclusion of social assistance benefits is on
average the second factor for magnitude associated to modest horizontal efficiency, while
displaying a much greater influence with this respect for the children population in Denmark,
Finland, Ireland and UK. Furthermore, it is interesting to point out: the very weak impact of each of
the transfers considered in outreaching the poor children population in Greece except for pensions;
the poor contribution to the targeting of the poor children population of family benefits in
comparison to social assistance benefits in Germany, and the poor contribution of unemployment
benefits in Portugal and UK.

Table 14 enables a more detailed overview of single country performances as well as a summary of
the information reported in table 12a and table 12b. High and low target efficiency are defined as
the values of the target efficiency indicators above the 75% and below the 25% thresholds,
respectively. The choice of such thresholds is obviously arbitrary but at least allows in a snapshot a
synthetic cross-country comparison of the relevance of the transfers considered. The table

summarizes which countries achieve good or bad targeting under the different measures after the
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exclusion of each of the transfers from disposable income. The main findings, some of which have

been already outlined above, can be therefore sketched as follows:

o  Unemployment benefits: while none of the countries is able to achieve high vertical
efficiency without unemployment benefits (neither in the children nor in the total
population), their exclusion is leading to poor targeting under PRE for the total poor
population only in Greece and Portugal. In terms of horizontal efficiency, the
exclusion of unemployment benefits seem more ineffective in Southern European
countries and UK, while leading to poor targeting only in Denmark and Finland (and

in France as well for the children population).

e Social assistance benefits: the absence of social assistance benefits do not prevent the
achievement of high vertical efficiency in the majority of countries under VEE (but
only for a smaller group under PRE), while is associated to poor targeting only in
Finland (and Greece for the children population under PRE). In terms of horizontal
efficiency, instead, the exclusion of social assistance benefits is associated to poor
targeting in Denmark, Germany, Ireland and UK, with the addition of Luxembourg

and Finland for the poor children population.

o Family benefits: in the absence of family benefits, none of the countries is able to
achieve high vertical efficiency, while the majority of countries (Austria, Belgium,
Denmark, Finland, Germany, Greece, Luxembourg, Netherlands and Sweden)
exhibits poor targeting of the poor children population under PRE. In terms of
horizontal efficiency, family benefits do not seem influential to achieve good
targeting in Germany, Greece, Netherlands and Spain, neither for the children nor for
the total poor population, while their absence is associated to insufficient targeting of

poor children in Belgium, Finland, France and Luxembourg.

e Housing benefits: housing benefits do not seem influential for the achievement of
vertical efficiency in Ireland and the UK (neither in the Netherlands for the poor
children population) under VEE (in Ireland only under PRE), while their exclusion is
hampering vertical efficiency in targeting poor children only in Spain and the total
poor population only in Greece (and Portugal under PRE). Interestingly, in none of
the countries the absence of housing benefits is associated to low horizontal
efficiency; high horizontal efficiency before housing benefits is instead already
achieved in Austria, Greece, Ireland, Netherlands, Luxembourg and Spain with
respect to the poor children population, with the addition of Denmark, Portugal and

Germany when considering the total poor population.
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o Other contributory benefits and pensions: the case of contributory benefits and
pensions is probably the more clear-cut, in particular with respect to horizontal
efficiency; in the absence of such transfers, in fact, nearly all the countries display
low targeting of both the total poor (with the exception of Italy) and the children poor
(with the exception of Italy and Portugal) population. On the other hand, the absence
of such benefits prevent the achievement of high vertical efficiency for all the
countries under PRE but not for Austria, Belgium, Denmark, France, Germany,

Luxembourg, Netherlands and Sweden under VEE.

Conclusions

In this paper we have focused on the most recent tendencies in child poverty in the old Members
States of the European Union (EU15) comparing different data sources, on a series of
methodological issues related to child poverty measurement, and on the analysis of the effectiveness

of the main public transfers schemes with respect to child poverty reduction.

The first section of the paper has discussed the most recent empirical evidence available from
official statistical sources on how poverty incidence across different household types is affected by
the presence of children. Child poverty rates in Europe are in general higher and exhibit more
variation than national poverty rates, they’re higher in countries with high overall poverty incidence
(Portugal, Ireland, Spain, Italy and UK), and did not show any common trend towards convergence
over the second half of the ‘90s. Household income poverty increases with the number of children:
single mothers with dependent children and families with two adults and three or more dependent
children are the household typologies with higher than national poverty rates; in particular, the risk
of poverty increases noticeably above the national level from families with two children to families
with three or more children, especially in countries with high overall poverty rates. Compared with
other population subgroups normally considered at high risk of social exclusion, children
experience a higher poverty risk than the old age group (above 65) in Italy, Spain, Netherlands and
Luxembourg and higher than the youth aged 16-24 in Ireland, Portugal, Spain, and UK. Looking
instead at the relationship between child poverty, some key performance indicators in the labour
market and the distribution of social protection expenditure, we showed that child poverty rates are
negatively correlated with the female employment rate and with the share of family and children
benefits in the total social benefits expenditure, and are positively, albeit mildly, correlated with the

incidence of low-paid workers in total employment.

The second section of the paper has confronted the empirical evidence provided in the first section
with a more detailed analysis of child poverty carried out using the tax-benefit microsimulation
model EUROMOD. First of all, the distribution of children across household typologies has been
investigated: in nearly all countries, most children live in couples with at least two children with the

exception of some southern European countries, while the concentration of children in lone-parents
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households is higher in the Nordic countries and in Germany. The general findings on child poverty
statistics (also by household typologies) are in line with the figures coming from official statistical
sources: the highest at-risk-of-poverty rates for children are observed in almost all countries for
couples with at least three children and for lone parents with children (with the exception of Italy,
where the latter category’s weight is traditionally smaller). Poverty rates among the youngest
children (0-11) are systematically higher than for the older (12-17) cohorts (except for Portugal),
while the distribution of poor children across household types is less homogenous across countries:
in Germany and UK, in fact, the relative majority of poor children is concentrated among lone
parent households, in Southern Europe among couples with two children (in Italy and Spain in
particular such share is higher in families including at least one young adult above 18), while in the
Nordic countries and Ireland among couples with at least three children. The demographic portrait
of child poverty is completed by the U-shape profile of poverty rates by age classes often pointed
out by the literature observed for the majority of the EU15 countries, with the exception of the
inverse U-shape pattern shown by Sweden and Netherlands, and by the pattern declining with age
by France and Denmark. A sensitivity analysis has shown that measurement of child poverty is
highly sensitive both to the choice of the poverty line and, to a greater extent, to the choice of the
poverty index, which both affect the ranking of countries in terms of child poverty statistics. The
ranking of countries instead is only mildly affected by the choice of the equivalence scale, which on
the other hand can influence the observed levels of poverty measures. Finally, child poverty is
overwhelming in families experiencing high incidence of unemployment or inactivity, while the
employment of at least one family member seems to be one of the main causes behind low child
poverty rates in the Nordic, Anglo-Saxon and Central-European countries, as confirmed by the
dramatic drop in child poverty rates as the number of earners grows from zero to one in particular in

two-parents families.

The last section of the paper has investigated the effectiveness of the most relevant typologies of
family transfers in reducing child poverty in comparison to poverty reduction in the total
population. The performance of the different public transfer schemes in targeting the poor has been
assessed according to a set of standard measures of both vertical and horizontal efficiency. A
summary of the results shows that family benefits seem one of the most important components of
public transfers to both overall and child poverty reduction; the absence of family benefits is
associated to the lower average targeting across EU15 countries, in particular in Greece, Germany,
Denmark, Finland and Netherlands, and to the impossibility to achieve high levels of vertical
efficiency. Exclusion of social assistance benefits from households’ disposable income doesn’t
prevent sufficient targeting in the majority of countries, while in terms of outreaching the poor
population leads to poor targeting in particular in Ireland, Denmark, Finland, Germany and UK.
Unemployment benefits exclusion is associated to poor targeting in Denmark and Finland while
seems not influential in Southern Europe and UK. Housing benefits play in general a minor role in
achieving either vertical or horizontal efficiency. On the contrary, in the absence of contributory

benefits and pensions, nearly all countries exhibit poor targeting in terms of horizontal efficiency,
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while in terms of vertical efficiency the evidence is mixed: high target efficiency is never achieved
under PRE, while high vertical expenditure efficiency is reached by the majority of countries

excluding Southern Europe, UK, Ireland and Finland.
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Appendix

Figure 1

Child poverty vs. Total poverty rate in EU-15 (2001)
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Figure 2

Male child poverty rate in EU-15: children aged 0-15 (1995-2001)
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Figure 3a-3b-3c-3d

Poverty rates of two adults with one children and total poverty in EU-15
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Poverty rates of two adults with three children and total poverty in EU-15
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Figure 4a-4b
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Figure 5

Female employment and child poverty in EU-15 (2001)
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Figure 6
Low pay incidence and child poverty in EU-15 (2001)
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® Low paid workers (or “working poor”) are defined as workers in full time employment whose earnings are below 2/3
of the median earning.
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Figure 7

Social protection expenditure in family and children benefits
and child poverty in EU-15 (2001)
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Figure 8
Social benefits expenditure composition in EU-15 (2001)
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Table 1 - Distribution of children* by household type, 2001

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK
couple with 1 child 13,9 12,3 18,2 14,2 15,2 16,9 14,5 5,0 15,8 14,5 11,3 16,1 14,5 15,1 12,0
couple with 2 children 359 36,2 36,7 31,9 33,7 30,8 451 17,1 39,3 354 44,1 30,9 40,9 36,9 33,0
couple with 3+ children 17,2 27,7 20,1 26,3 27,5 15,0 124 39,9 17,2 258 30,5 12,7 12,7 28,5 23,1
Lone parent with children 9,2 9,5 12,9 11,7 7,8 20,1 2,9 9,2 2,8 5,0 6,8 5,5 2,6 19,0 19,1
Lone parents with at least 1 child 18+ 0,7 1,6 0,8 1,3 1,6 0,9 1,3 1,4 1,2 1,9 0,6 1,3 1,4 0,0 1,5
Couple with at least 1 child 18+ 9,6 9,8 9,9 8,5 10,9 9,4 9,8 16,9 14,6 9,1 5,9 14,9 16,3 0,0 54
Other households with children 13,5 2,9 1,3 6,1 3,2 6,8 14,1 10,6 9,1 8,3 0,8 18,5 11,6 0,5 6,0
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0
Children as % of population 21,3 23,1 233 22,7 240 18,9 21,3 332 186 22,0 23,6 224 20,1 21,7 23,6

(*) Children are below 18 years old.
Source: EUROMOD
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Table 2 - Child poverty rate by household type, 2001

AT BE DK FI FR GE GR 1R IT LU NL PT SP SW UK

couple with 1 child 9,7 102 43 58 7,8 7,1 104 15,5 12,1 80 47 122 126 38 174
couple with 2 children 15,1 155 30 48 99 54 149 142 20,1 136 7,5 16,5 154 39 16,1
couple with 3+ children 38,5 20,1 83 6,7 13,0 64 10,0 30,6 339 22,7 11,7 333 313 7,0 34,6
Lone parent with children 32,5 17,3 51 6,6 124 124 41,1 482 23,0 18,6 33,7 485 40,7 3,0 51,3
Lone parents with at least 1 child 18+ 31,7 37,2 0,0 2,6 22,1 3,6 257 23,77 66,7 39,5 368 222 389 0,0 350
Couple with at least 1 child 18+ 93 194 73 14 158 06 159 152 282 103 44 19,1 252 0,0 99
Other households with children 13,2 46,1 234 09 22,7 74 294 11,5 26,1 12,8 52,2 262 23,6 29,0 45,1
Child poverty (all children) 193 179 53 51 11,9 69 16,7 239 236 155 106 220 206 4,7 289
Total poverty (all population) 129 139 11,6 99 11,5 98 21,8 18,7 19,5 11,0 10,3 21,8 18,0 7,9 204

Poverty line: 60% of national median equivalent disposable income

Unit of analysis: individual (each person has the equivalent disposable income of the household she/he belongs to)

Poverty measure: head count ratio

Equivalence scale: modified OECD scale (values: 1.0 to the first adult, 0.3 to children below 14 and 0.5 to other household members)

Source: EUROMOD
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Table 3 - Share of poor children by household type, 2001

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK
couple with 1 child 7,0 7,0 14,9 16,1 10,0 17,5 9,0 3,3 8,1 7,5 5,0 8,9 8,9 12,2 7,2
couple with 2 children 28,1 31,4 21,1 30,2 27,9 24,1 40,2 10,1 33,5 31,2 31,1 232 30,6 30,5 18,4
couple with 3+ children 344 31,0 31,3 343 30,1 13,8 74 51,1 2477 378 33,6 19,2 194 42,7 276
Lone parent with children 15,5 9,1 12,5 15,2 8,1 36,0 7,2 18,4 2,7 6,0 21,6 12,2 5,1 123 33,9
Lone parents with at least 1 child 18+ 1,1 3,3 0,0 0,7 3,0 0,5 2,0 1,3 34 4.7 2,1 1,5 2,7 0,0 1,8
Couple with at least 1 child 18+ 4,6 10,6 13,7 2,4 14,5 0,8 94 10,7 17,5 6,0 2,4 12,9 20,0 0,0 1,8
Other households with children 9,3 7,5 6,0 1,1 6,2 73 248 5,1 10,1 6,9 39 221 13,3 3,0 9,4
Total 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Poverty line: 60% of national median equivalent disposable income

Poverty measure: head count ratio

Unit of analysis: individual (each person has the equivalent disposable income of the household she/he belongs to)
Equivalence scale: modified OECD scale (values: 1.0 to the first adult, 0.3 to children below 14 and 0.5 to other household members)

Source: EUROMOD
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Table 4 - Poverty rates by age classes, 2001

AT BE DK FI FR GE GR IR 1T LU NL PT SP SW UK
0-17 19,3 179 5,3 51 11,9 6,9 16,7 239 23,6 155 10,6 22,0 206 4,7 28,9
18-34 99 12,1 13,7 10,6 13,8 99 17,6 12,1 20,6 11,6 13,1 144 18,1 199 18,7
35-64 9,6 122 6,3 7,2 9,7 9,0 18,9 156 172 8,6 8,8 19,7 16,5 43 144
65+ 16,5 14,5 343 244 119 150 39,7 263 188 92 90 402 181 42 241
Total 129 13,9 11,6 9,9 11,5 9,8 21,8 18,7 19,5 11,0 10,3 21,8 18,0 7,9 204
Source: EUROMOD
Table 5 - Child poverty rates by age classes, 2001

AT BE DK FI FR GE GR IR 1T LU NL PT SP SW UK
0-5 19.4 19,1 6,0 5,3 14,4 8,9 14,8 24,5 243 17,2 11,1 20,1 19,7 5,5 32,8
6-11 231 185 44 54 11,7 74 179 254 240 154 11,8 214 199 48 3173
12-17 157 16,1 52 46 97 46 16,7 222 226 136 85 236 21,6 39 227
Total 19,3 17,9 5,3 5,1 11,9 6,9 16,7 23,9 23,6 15,5 10,6 21,9 20,5 4,7 289

Poverty line: 60% of national median equivalent disposable income
Poverty measure: head count ratio
Unit of analysis: individual (each person has the equivalent disposable income of the household she/he belongs to)
Equivalence scale: modified OECD scale (values: 1.0 to the first adult, 0.3 to children below 14 and 0.5 to other household members)

Source: EUROMOD
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Table 6a - Child poverty rate (head count ratio) by household type and poverty line*, 2001

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK
couple with 1 child 33 2,0 1,6 03 14 23 5,5 1,2 54 0,8 0,8 49 5,9 0,9 2,1
couple with 2 children 9 28 05 0,1 4 02 6,6 0,2 85 2,1 1,3 37 6,6 1,1 1,6
couple with 3+ children 7,5 - 36 01 03 0,8 48 04 17,6 - 0,8 1,4 12,0 1,2 1,8
Lone parent with children 2,2 1,9 1,7 0,5 1,1 1,0 228 28 13,3 22 12,3 40 23,1 0,8 1,9
Lone parents with at least 1 child 18+ - 6,8 - - - - 25,7 - 36,9 43 7,0 3,3 23,9 - -
Couple with at least 1 child 18+ 0,9 - - - 1,7 - 7,9 1,4 11,1 - 1,4 4.6 10,5 - 2,0
Other households with children 08 7,5 - - 28 - 10,8 02 13,0 50 30,1 5,7 11,6 27,1 17,7
Child poverty (all children) 2,8 1,8 1,4 02 1,1 0,8 7,7 0,8 10,8 1,5 2,1 4,1 9,1 1,2 2,7
Total poverty (all population) 1,9 2,0 2,2 0,7 1,2 2,3 11,0 0,8 7,4 1,3 2,0 6,6 7,0 43 2,2
(*) Poverty line: 40% of national median equivalent disposable income

[benchmark: 60% of national median equivalent disposable income]

Table 6b - Child poverty rate (head count ratio) by household type and poverty line*, 2001

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK
couple with 1 child 6,2 53 27 22 42 37 6,9 9,1 8,0 3.4 2,8 7,7 8,5 1,3 7,9
couple with 2 children 7,1 10,1 L2 1,3 4,1 3,8 9,3 8,3 13,7 7,5 2,8 9,9 9,6 2,2 7,8
couple with 3+ children 22,7 85 49 15 48 24 6,9 225 255 3,5 5,3 14,7 21,6 2,9 17,0
Lone parent with children 13,4 L9 3,0 1,1 1,7 44 339 409 18,0 30 18,8 19,6 35,5 22 213
Lone parents with at least 1 child 18+ - 23,8 - - 9,5 - 25,7 12,7 43,5 19,0 12,4 15,2 24,9 - 9,8
Couple with at least 1 child 18+ 1,2 7,1 3,1 0,5 62 0,1 11,6 44 178 10,1 2,0 13,4 158 - 6,7
Other households with children 1,9 125 - 01 13,4 22 17,5 1,9 214 6,0 30,1 16,1 19,8 29,0 28,6
Child poverty (all children) 8,9 83 2,6 13 47 32 11,0 15,7 16,6 6,0 4,9 124 140 24 137
Total poverty (all population) 5,2 6,2 4.6 3,5 4.9 5,1 15,5 10,1 12,8 4,1 3,8 13,6 12,0 5,6 9,5

(*) Poverty line: 50% of national median equivalent disposable income
[benchmark: 60% of national median equivalent disposable income]

Source: EUROMOD
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Table 6¢ - Child poverty rate (head count ratio) by household type and poverty line*, 2001

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK
couple with 1 child 20,3 17,4 6,8 14,7 15,7 11,2 14,3 18,8 18,5 15,9 10,0 16,2 18,2 72 233
couple with 2 children 28,1 24,5 6,5 11,1 16,5 14,7 19,5 198 304 264 158 233 222 8,1 20,9
couple with 3+ children 53,3 26,5 21,6 159 283 17,4 16,6 38,9 472 369 225 55,3 389 150 46,6
Lone parent with children 56,5 442 15,6 18,9 34,0 247 470 59,9 346 345 64,7 644 476 10,2 64,8
Lone parents with at least 1 child 18+ 66,1 43,4 12,2 3,9 38,1 23,2 27,7 67,2 67,9 52,0 48,9 44,5 44,1 - 57,5
Couple with at least 1 child 18+ 13,5 204 11,7 10,0 28,3 13,1 23,0 292 403 20,2 134 25,6 338 - 12,0
Other households with children 32,0 46,1 39,7 3,5 36,5 134 37,0 34,1 36,0 26,7 66,5 41,7 31,9 373 59,0
Child poverty (all children) 334 26,6 11,8 13,1 23,3 16,3 22,1 348 339 279 21,0 32,5 277 10,5 37,9
Total poverty (all population) 21,4 224 20,5 18,6 21,1 17,6 28,5 30,3 28,1 20,6 20,4 29,3 25,6 13,6 29,3

(*) Poverty line: 70% of national median equivalent disposable income
[benchmark: 60% of national median equivalent disposable income]

Source: EUROMOD
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Table 6d - Ranking of child poverty rate in the EU15 (decreasing order) by poverty line

Baseline*  Poverty Line (1) Poverty line (2)  Poverty line (3)

UK IT IT UK
IR SP IR IR
IT GR SP IT
PT PT UK AT
SP AT PT PT
AT UK GR LU
BE NL AT SP
GR BE BE BE
LU LU LU FR
FR DK NL GR
NL SW FR NL
GE FR GE GE

DK IR DK FI
FI GE SW DK

SW FI FI SW

(*) Baseline: 60% of national median equivalent disposable income
(1): 40% of national median equivalent disposable income
(2): 50% of national median equivalent disposable income
(3): 70% of national median equivalent disposable income

Source: EUROMOD
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Table 7a - Child poverty by household type and poverty measure*, 2001

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK

couple with 1 child 23,5 243 30,4 13,2 20,1 21,7 39,9 19,8 37,0 16,5 258 23,5 284 312 19,8
couple with 2 children 159 223 17,1 10,4 17,4 21,4 340 17,4 29,6 184 29,3 21,1 344 285 18,1
couple with 3+ children 23,3 150 31,3 9,5 14,3 143 333 19,0 37,2 9,9 17,5 16,4 30,5 17,2 18,5
Lone parent with children 16,2 10,4 24,7 9,5 8,2 159 438 20,5 464 12,6 34,0 17,1 38,7 29,2 15,5
Lone parents with at least 1 child 18+ 9,9 32,1 - 42 12,6 7,0 450 143 32,7 18,1 182 21,1 31,8 - 13,2
Couple with at least 1 child 18+ 9,8 14,2 17,7 14,0 17,4 6,7 358 12,8 30,8 23,6 293 240 30,5 - 247
Other households with children 9,9 17,8 2,8 12,9 18,7 15,1 30,2 9,3 36,8 245 292 21,2 39,1 65,9 28,6
Child poverty (all children) 18,1 18,2 237 10,5 15,9 17,8 34,6 17,9 33,6 154 259 203 33,1 252 18,5
Total poverty (all population) 10,1 13,8 16,9 13,7 10,8 17,6 24,1 9,4 15,7 9,9 15,4 15,7 15,0 41,9 12,4

(*) Income gap ratio (/): %, where z is the poverty line and y, is the average income of the poor.

z

Table 7b - Child poverty by household type and poverty measure*, 2001

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK

couple with 1 child 0,8 14 07 02 05 0,5 2,4 1,0 29 04 0,7 09 1,5 2,9 1,2
couple with 2 children 0,7 1,0 02 0,1 0,5 03 2,8 0,5 2,7 0,7 3,0 1,1 3,0 1,6 0,8
couple with 3+ children 3,1 0,6 14 0,1 04 02 1,6 1,3 6,8 0,3 0,7 1,1 4.4 0,4 1,6
lone parent with children 1,3 0,6 0,5 0,1 0,2 0,5 10,6 2,2 7,0 0,7 7,9 2,3 7,6 0,4 1,7
lone parents with at least 1 child 18+ 0,3 8,1 - - 0,5 - 5,8 0,7 10,3 1,7 2,6 1,3 5.3 - 0,8
Couple with at least 1 child 18+ 02 05 03 - 08 - 30 04 43 06 038 14 3,8 - 09
Other households with children 0,3 1,9 - - 1,2 0.2 4,7 0,2 4,6 1,1 6,9 1,6 5,1 14,2 6,0
Child poverty (all children) 1,1 1,0 0,5 0,1 0,5 03 3,1 0,9 4,1 0,6 23 1,3 3,5 1,3 1,5
Total poverty (all population) 0,7 1,4 1,0 0,3 0,5 0,7 4,5 0,8 3,0 0,5 1,5 1,8 27 3,1 1,2

4 (z—y \*
(*) Foster-Greer-Thorbecke index (FGT): — Z( 4 j , where N is the total population, ¢ is the number of the poor, z is the poverty line and a is a poverty aversion
i=1 z

parameter. Here we assume a = 2.
Source: EUROMOD
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Table 7c - Child poverty ranking in the EU15 (decreasing order) by poverty index

Headcount ratio  Income gap ratio FGT index

UK GR IT
IR IT SP
IT SP GR
PT NL NL
SP SW UK
AT DK SW
BE PT PT
GR UK AT
LU BE BE
FR AT IR
NL IR LU
GE GE DK
DK FR FR
FI LU GE
SW FI FI

Source: EUROMOD
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Table 8a - Child poverty rate (head count ratio) by household type and equivalence scale*, 2001

AT BE DK F1 FR GE GR IR 1T LU NL PT SP SW UK
couple with 1 child 97 12,1 5,0 6,1 92 76 120 17,1 156 11.2 54 145 168 36 179
couple with 2 children 9,6 14,4 33 5,0 10,2 5,6 16,7 17,2 22,8 16,3 8,0 20,2 18,9 3,5 16,9
couple with 3+ children 27,3 8,8 8,3 4,0 11,9 5,2 11,8 31,0 384 24,5 11,3 33,7 33,8 4,9 32,2
Lone parent with children 36,5 22,7 15,6 18,0 32,3 23,0 51,3 52,5 36,0 34,5 62,8 66,9 57,4 6,1 62,3
Lone parents with at least 1 child 18+ - 26,0 - 2,6 18,1 3,6 27,7 49,0 67,9 39,5 36,8 36,1 43,0 - 35,0
Couple with at least 1 child 18+ 2,0 6,6 5,4 1,0 8,3 0,1 14,0 6,6 25,1 10,1 2,6 17,2 233 - 6,7
Other households with children 44 12,5 234 1,2 205 47 219 11,0 234 81 52,7 21,6 224 290 368
Child poverty (all children) 13,7 12,7 6,6 5,8 12,5 8,8 17,0 239 25,6 17,8 126 23,6 23,0 4,5 30,1
Total poverty (all population) 118 144 130 112 11,8 109 21,8 203 202 122 12,1 229 197 80 214
(*) Equivalence scale: square root of family size
Table 8b - Child poverty rate (head count ratio) by household type and equivalence scale*, 2001

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK
couple with 1 child 9,7 13,4 5,0 8,7 9,2 8,7 10,4 13,5 11,9 9,4 5,4 11,2 11,4 6,8 18,5
couple with 2 children 21,9 21,6 5.8 95 148 144 168 142 227 220 134 17,6 172 11,1 19,6
couple with 3+ children 50,0 254 245 21,1 33,6 274 16,0 33,8 443 38,8 24,2 53,4 38,6 28,2 492
Lone parent with children 33,1 21,3 5,4 5,9 19,3 18,8 37,0 60,9 22,0 12,3 40,7 42,4 39,0 8,7 51,2
Lone parents with at least 1 child 18+ 66,1 40,2 6,4 3,9 33,7 30,4 25,7 23,7 66,7 39,5 36,8 29,8 43,0 - 50,6
Couple with at least 1 child 18+ 13,9 19,6 10,2 14,1 30,5 24,6 21,2 24,1 36,3 20,8 16,0 23,9 31,7 - 11,6
Other households with children 280 46,1 31,6 34 373 153 37,1 23,0 338 238 665 358 290 347 557
Child poverty (all children) 26,5 22,4 10,1 11,9 22,2 17,4 19,7 29,0 28,2 244 184 27,0 23,7 15,0 34,5
Total poverty (all population) 13,6 14,2 8,9 7,0 14,4 11,2 21,8 17,3 19,5 13,3 10,7 20,7 18,9 10,7 19,0

(*) Equivalence scale: (No. of adults + 0.7 No. of children)**

[children are below 18 years old]
Source: EUROMOD
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Table 8c - Ranking of child poverty rate in the EU15 (decreasing order) by equivalence scale

Baseline* Scale (1) Scale (2)

UK UK UK
IR IT IR
IT IR IT
PT PT PT
SP SP AT
AT LU SP
BE GR LU
GR AT BE
LU BE FR
FR NL GR
NL FR NL
GE GE GE

DK DK SwW
FI FI FI

SW SW DK

(*) Baseline: OECD modified equivalence scale
(1): Square root of family size
(2): (No. of adults + 0.7 No. of children)’®

Source: EUROMOD
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Table 9 - Child poverty rate by labour market situation of the household*, 2001

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK
Working 18.3 12.8 39 43 9.8 3.0 14.7 55 209 13.6 7.8 202 16.6 4.5 14.7
Unemployed 73.2 687 53 358 594 325 79.3  86.4 91.1 100 570 609 83.1 10.6 81.6
Retired 454  66.6 - 16 269 12.8 36.5 405 508 46.3 - 8.5 313 - 47.6
Inactive 38.4 54 58.6 13.6  48.1 46.9 74.7 73. 813 65.7 66.9 67.8 738 7.3 71.8
Child poverty (all children) 19,3 17,9 53 5,1 11,9 6,9 16,7 23,9 23,6 15,5 10,6 22,0 20,6 4,7 28,9

Poverty line: 60% of national median equivalent disposable income

Unit of analysis: individual (each person has the equivalent disposable income of the household she/he belongs to)

Poverty measure: head count ratio

Equivalence scale: modified OECD scale (values: 1.0 to the first adult, 0.3 to children below 14 and 0.5 to other household members)

(*) Labour market situation of the household:

Working, if a household has at least one member who is working
Unemployed, if a household has no working members and at least one member is unemployed

Retired, if a household has no working or unemployed members and at least one member is retired
Other inactive, if a household has no working, unemployed or retired members.
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Table 10 - Child poverty rate by household type and number of earners, 2001

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK
couple, no earner 16,2 24,7 439 18,5 16,8 21,0 484 72,7 20,9 15,4 18,8 48,5 344 4.9 41,5
couple, 1 earner 27,5 21,6 89 114 18,9 5,6 18,1 8,6 282 16,2 11,8 325 18,3 8,3 24.8
couple, 2+ earners 5,2 5,2 23 3,5 1,9 1,2 6,0 0,3 4,1 5,1 1,6 4,7 6,7 2,9 2.4
lone parent, no earner 57,1 33,7 82 157 305 349 73,4 70,6 44,6 7,8 46,0 67,7 74,3 7,4 69,3
lone parent, 1+ earners 10,8 9,6 5,7 5,7 9,3 3,8 15,7 39 15,5 9,6 6,8 16,8 13,4 7,2 9,4
Child poverty (all children) 19,31 1791 527 5,10 11,87 6,90 16,66 2391 2356 15,51 10,57 21,96 20,55 4,73 2891

Poverty line: 60% of national median equivalent disposable income

Unit of analysis: individual (each person has the equivalent disposable income of the household she/he belongs to)

Poverty measure: head count ratio

Equivalence scale: modified OECD scale (values: 1.0 to the first adult, 0.3 to children below 14 and 0.5 to other household members)

37



Table 11- Child poverty and low pay*, 2001

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK

Low-paid workers (%) 9.6 - 3.8 28 9.2 9 22.7 1 127 - 49 147 443 - 7.8
Child poverty (all children) 19.3 17.9 53 5.1 11.9 6.9 16.7 239 23.6 15.5 10.6 219  20.5 4.7 28.9

Poverty line: 60% of national median equivalent disposable income

Unit of analysis: individual (each person has the equivalent disposable income of the household she/he belongs to)

Poverty measure: head count ratio

Equivalence scale: modified OECD scale (values: 1.0 to the first adult, 0.3 to children below 14 and 0.5 to other household members)

(*) Low-pay: low-pay is defined as earnings (both full-time and part-time) less than two-thirds of the national median monthly wage. All workers, both employee and self-
employed, are considered.
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Table 12a - Target efficiency of family transfers

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK
Total Population
before Unemployment Benefits 40.7 64.0 71.6 48.9 52.0 49.4 30.8 48.2 68.4 48.0 56.1 42.7 434 58.0 51.8
VEE before Social Assistance Benefits 46.3 79.3 81.2 19.2 59.9 79.7 59.8 79.1 53.1 95.1 85.8 100.0 51.6 82.5 83.1
before Family Benefits 33.2 29.2 22.0 26.9 43.6 28.1 21.2 33.8 60.8 36.6 17.7 38.7 59.7 28.3 36.8
before Housing Benefits 37.0 - 48.6 45.1 62.2 51.5 5.7 97.9 - 70.2 68.9 32.8 39.1 59.0 83.6
before Other Contributory 75.0 86.7 78.5 74.5 83.4 81.4 70.4 63.6 64.0 76.2 73.7 65.3 73.3 83.7 62.2
Benefits/Pensions
before Unemployment Benefits 29.8 47.2 43.3 30.5 34.6 30.8 24.4 39.3 59.8 32.6 355 22.7 29.6 349 46.9
PRE before Social Assistance Benefits 38.4 70.9 64.4 9.9 474 64.6 54.7 67.0 40.7 87.3 78.0 98.0 414 354 72.7
before Family Benefits 25.6 23.1 12.7 14.6 31.2 16.0 18.5 29.7 53.6 284 14.3 36.1 52.7 14.8 33.6
before Housing Benefits 30.2 - 31.5 34.9 52.9 37.5 5.1 66.8 - 65.8 49.6 3.0 28.8 253 68.3
before Other Contributory 41.9 52.7 61.4 48.8 46.1 46.6 42.6 49.6 322 45.0 52.4 38.6 423 514 437
Benefits/Pensions
before Unemployment Benefits 26.9 26.2 39.5 37.7 33.5 37.6 20.6 18.5 12.5 32.1 36.7 46.8 31.7 39.9 9.6
S before Social Assistance Benefits 17.1 10.5 20.7 48.7 20.8 19.0 8.6 15.3 234 8.3 9.1 2.0 19.7 57.1 12.5
before Family Benefits 22.9 20.8 42.2 45.7 28.4 432 12.9 12.3 11.9 223 19.1 6.7 11.8 47.7 8.7
before Housing Benefits 18.3 - 35.2 22.6 15.0 27.3 11.8 31.8 - 6.3 28.0 90.9 26.2 57.1 18.3
before Other Contributory 442 39.3 21.8 34.6 44.7 42.8 39.5 22.0 49.7 41.0 28.9 40.9 423 38.6 29.8
Benefits/Pensions
before Unemployment Benefits 61.1 31.7 10.8 10.3 372 59.6 98.0 42.7 78.4 86.5 50.7 80.8 84.1 48.7 93.2
PGE(a=2) before Social Assistance Benefits 53.6 36.0 24.3 27.7 46.9 19.2 75.0 4.1 67.7 40.5 53.0 349 64.9 47.6 17.3
before Family Benefits 38.7 30.8 52.6 32.8 28.7 554 93.8 37.0 70.6 18.5 79.8 52.0 85.7 71.0 57.9
before Housing Benefits 93.9 - 82.0 46.3 447 79.5 100.0 97.6 - 97.3 91.2 100.0 99.3 72.8 48.2
before Other Contributory 42 5.2 5.8 1.2 3.9 5.8 24.5 17.2 29.6 3.7 11.9 20.7 20.8 9.9 253
Benefits/Pensions

VEE denotes vertical expenditure efficiency and is defined as (A + B) / (A + B + C) in Figure 9; PRE denotes poverty reduction efficiency and is defined as (A) / (A + B+ C) in
Figure 9: S denotes spillover and is defined as (B) / (A + B) in Figure 9; PGE denotes poverty gap efficiency and is defined as (A) / (A + D) in Figure 9;
Transfers to those below the poverty line are weighted equally when a = 1, while transfers to the poorest are given more weight when a > 1. Here we assume o = 2.

The unit of analysis is individuals ranked by non-decreasing disposable equivalent household income.

The poverty line is held constant at the level of 60% of national median equivalent disposable (i.e. after all family transfers) income.
Equivalence scale: modified OECD scale (values: 1.0 to the first adult, 0.3 to children below 14 and 0.5 to other household members)
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Table 12b - Target efficiency of family transfers

AT BE DK FI FR GE GR IR IT LU NL PT SP SW UK
Children
before Unemployment Benefits 52.3 52.2 72.3 44.3 50.8 51.3 36.3 51.1 67.1 52.7 48.1 35.0 52.1 55.3 45.2
VEE before Social Assistance Benefits 62.9 81.1 86.2 14.2 58.4 85.6 25.1 80.6 53.0 97.2 90.9 100.0 61.3 93.5 88.5
before Family Benefits 294 30.0 15.9 23.5 49.3 14.8 11.1 30.8 60.8 21.6 14.3 45.5 48.8 29.6 473
before Housing Benefits 49.4 51.8 324 61.9 354 - 99.8 69.7 82.7 1.6 47.6 78.6
before Other Contributory 82.5 86.3 76.7 44.7 82.5 85.1 64.7 67.5 61.6 82.7 75.4 55.5 72.9 83.6 74.3
Benefits/Pensions
before Unemployment Benefits 34.1 345 432 25.6 36.3 359 36.3 42.7 59.3 49.0 26.7 25.6 43.6 29.9 452
PRE before Social Assistance Benefits 57.5 72.0 69.3 7.3 52.4 76.9 194 68.1 41.2 83.8 82.1 95.5 50.1 40.1 76.2
before Family Benefits 22.1 232 8.4 12.1 37.2 7.0 6.6 27.7 53.2 19.2 11.9 433 459 14.7 45.8
before Housing Benefits 36.5 32.6 25.1 49.5 32.5 - 82.7 69.7 62.2 1.6 18.3 73.3
before Other Contributory 43.8 514 59.6 21.2 35.9 49.0 37.7 53.8 31.3 50.6 54.4 35.1 454 473 52.0
Benefits/Pensions
before Unemployment Benefits 347 34.0 40.3 42.2 28.4 30.1 - 16.4 11.6 6.9 44.6 27.0 16.3 459 -
S before Social Assistance Benefits 8.6 11.3 19.7 48.2 10.2 10.2 22.8 15.6 22.3 13.8 9.6 4.5 18.3 57.1 13.9
before Family Benefits 24.9 22.8 47.3 48.5 24.5 52.6 40.6 10.2 12.6 11.2 16.7 4.9 59 50.4 3.0
before Housing Benefits 26.1 - 37.0 22.5 20.0 8.1 - 17.2 - - 24.7 - - 61.5 6.8
before Other Contributory 46.9 40.5 22.2 52.6 56.4 424 41.7 20.2 49.2 38.9 27.9 36.7 37.7 43.3 30.0
Benefits/Pensions
before Unemployment Benefits 64.5 344 6.7 2.9 16.8 46.8 94.6 37.6 77.9 65.7 49.6 92.2 76.4 51.7 96.1
PGE(a=2) before Social Assistance Benefits 64.2 379 5.0 9.7 37.7 13.3 96.0 42 66.3 21.9 54.8 375 53.8 253 16.3
before Family Benefits 43.5 22.1 63.4 11.6 18.3 91.0 96.4 38.9 70.5 15.3 77.4 49.6 87.7 65.4 49.2
before Housing Benefits 90.2 - 65.8 29.3 26.1 73.0 100.0 98.3 - 91.0 83.1 - 100.0 69.1 51.9
before Other Contributory 2.6 4.7 3.1 2.9 3.6 2.4 13.2 14.3 31.5 1.6 7.7 253 224 94 25.0
Benefits/Pensions

VEE denotes vertical expenditure efficiency and is defined as (A + B) / (A + B + C) in Figure 9; PRE denotes poverty reduction efficiency and is defined as (A) / (A + B+ C) in
Figure 9: S denotes spillover and is defined as (B) / (A + B) in Figure 9; PGE denotes poverty gap efficiency and is defined as (A) / (A + D) in Figure 9;
Transfers to those below the poverty line are weighted equally when a = 1, while transfers to the poorest are given more weight when a > 1. Here we assume o = 2.

The unit of analysis is individuals ranked by non-decreasing disposable equivalent household income.

The poverty line is held constant at the level of 60% of national median equivalent disposable (i.e. after all family transfers) income.
Equivalence scale: modified OECD scale (values: 1.0 to the first adult, 0.3 to children below 14 and 0.5 to other household members)
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Table 13 - Target efficiency of family transfers: EU-15 averages

Children Total Population
VEE  before Unemployment Benefits 51.1 51.6
before Social Assistance Benefits 71.9 70.4
before Family Benefits 31.5 344
before Housing Benefits 55.5 54.0
before Other Contributory Benefits/Pensions 73.1 74.1
PRE  before Unemployment Benefits 37.9 36.1
before Social Assistance Benefits 59.5 58.0
before Family Benefits 25.2 27.0
before Housing Benefits 44.0 384
before Other Contributory Benefits/Pensions 44.6 46.3
S before Unemployment Benefits 29.1 30.0
before Social Assistance Benefits 19.1 19.5
before Family Benefits 25.1 23.8
before Housing Benefits 24.9 29.9
before Other Contributory Benefits/Pensions 39.1 373
PGE before Unemployment Benefits 54.3 58.2
(ad =2) before Social Assistance Benefits 36.3 40.8
before Family Benefits 534 53.7
before Housing Benefits 73.2 81.0
before Other Contributory Benefits/Pensions 11.3 12.6

Note: the table report unweighted averages for 15 countries from tables 12a and 12b. VEE denotes vertical
expenditure efficiency and is defined as (A + B) / (A + B + C) in Figure 9; PRE denotes poverty reduction
efficiency and is defined as (A) / (A + B + C) in Figure 9: S denotes spillover and is defined as (B) / (A + B) in
Figure 9; PGE denotes poverty gap efficiency and is defined as (A) / (A + D) in Figure 9; transfers to those
below the poverty line are weighted equally when o = 1, while transfers to the poorest are given more weight
when o > 1. Here we assume o = 2.
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Table 14 - Target efficiency of family transfers: summary table

High target efficiency

Low target efficiency

SP, SW, UK

Children Total Children Total
VEE
before
Unemployment  PRE GR, PT
Benefits
PGE GR, IT, SP, PT, UK GR, LU’J]I;’ PT, SP, DK, FI, FR DK, FI
BE, DK, GE, IR, LU, | BE, DK, GE, IR, LU,
VEE NL, PT,SW, UK NL, PT, SW, UK FI F
before Social
) .. PRE GE, LU, NL, PT LU, NL, PT FL, GR
Assistance Benefits
PGE GR GR DK, FI, gEK IR, LU, DK, GE, IR, UK
VEE DK, FL, GE, GR, LU, DK, GR, NL
NL
before Family PRE AT, BE, DK, FI, GE, | BE, DK, FI, GE, GR,
Benefits GR, LU, NL, SW NL, SW
PGE GE, GR, NL, SP GR, NL, SP BE, FL, FR, LU LU
VEE IR, NL, UK IR, UK SP GR
before Housing
R PRE IR SP GR, PT
Benefits
PGE AT, GR, IR, LU, NL,| AT, DK, GE, GR, IR,
SP LU, NL, PT, SP
VEE AT, BE, DK, FR, GE,|AT, BE, DK, FR, GE,
LU, NL, SW LU, SW
before Other
Contributory PRE F1
Benefits/Pensions
AT, BE, DK, FI, FR, | AT, BE, DK, FI, FR,
PGE GE, GR, IR, LU, NL, | GE, GR, IR, LU, NL,

PT, SP, SW, UK

Note: “High” and “Low” target efficiency are defined as values above the 75% and below the 25% threshold,
respectively, for each of the target efficiency indicators reported in tables 12a and 12b.
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Figure 9 -Target efficiency of family transfers.

VEE = (A+B)/(A+B+C)
PRE = (A)/(A+B+C)
S = (B)/(A+B)

PGE = (A)/(A+D)
post-transfer disposable income

C poverty line
B
\

pre-transfer disposable income

individuals ranked by non-decreasing disposable equivalent household income
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