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Summary
One of the most important social problems is low labour market participation among those
over 50, and among the low-skilled in general, leading to high rates of dependency on social
security and social assistance, which threatens social cohesion.
The link between unemployment and poverty is not clear-cut. In many countries rapidly
growing unemployment in the seventies and early eighties did not lead to more poverty. Some
countries experience high poverty rates at the same time as high (non-subsidised)
employment.
These empirical findings lead us to two important policy conclusions. Of strategic importance
on the road from ‘more work to less poverty’ is, firstly, the extent to which new jobs are filled
in by members of work-poor households. The second strategic policy factor is the extent to
which the social security system continues to provide protection for those who, despite all
social activation strategies, are left without a job. The European Union should play an
important role in this regard, through the process of ‘benchmarking’, both in terms of poverty,
and in terms of effective minimum income protection.

1. Introduction
At the heart of what many have called the ‘crisis in the welfare state’ lies a disruption of the
balance between the three major social institutions of capitalist society: the family, the market
and government. Two important transitions, one economic, the other social, underlie this
evolution. The so-called post-industrial or post-fordian transition leads to often-painful
movements in the labour market, from manufacturing to services and from low skilled to
high-skilled jobs. Demand for low-skilled labour has declined sharply in virtually all OECDcountries, including those experiencing strong job growth. Indeed, most newly created jobs
are highly qualified jobs in the services sector.
At least as important is the simultaneous sociological transition, i.e. the ‘individualisation’ of
society, of which the emancipation of women is undoubtedly the most significant
manifestation. Its consequences are far-reaching. Firstly, the emancipation of women caused
the labour force to grow spectacularly. This inevitably led to serious imbalances in the labour
market, as a result of which the socially and economically most vulnerable (i.e. low-skilled
men and women) were left in a precarious situation. Secondly, so-called ‘carework’, which
used to be performed ‘naturally’ and for nothing by the female homemaker, was given a
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considerable price tag. Insofar as this work was not ‘marketed’ and/or socialised, it
disappeared in the black economy, or resulted in abuse of unemployment benefits or a double
– often too demanding – day’s work for dual-income couples.
The response from policymakers to this fundamental economic and social change has been
mixed. In low employment generating welfare states on the European continent some groups
have been shielded from unemployment and most have been successful protected against
income poverty. At present, these welfare states are faced with three main problems. First,
economic activity among men aged 50 to 65 has been greatly reduced. Secondly, the low
skilled are increasingly the group that alone faces the risk of unemployment (or of low wages
when in employment). Thirdly, a large proportion of the active population is dependent on
social benefits for their livelihoods. This entails high costs. Moreover, long terms benefit
dependence often leads to social exclusion: a large group of people, consisting mostly of low
skilled, is at risk of sliding into a meaningless life of benefit dependency.
It has therefore been clear for some time that social policy must be aimed at reducing levels of
benefit dependency by creating more jobs, by guiding long-term benefit dependants to the
labour market, and by increasing the productivity capacity of the long-term unemployed
through training. These are the basic ingredients which, partly as a result of European
guidelines, have been incorporated into the national policies of most member-states of the
European Union.
And yet, politicians should be wary of oversimplifications. For to claim that more jobs is the
surest road to less poverty, lower social expenditure and less social exclusion is all too easy.
After all, research suggests that more jobs will not automatically lead to less poverty and that
a properly conceived activation policy presupposes other rather than lower social expenditure.

2. The obstacles on the course from ‘more jobs to less poverty’
Employment significantly reduces the poverty risk. In Belgium f.i., while the poverty rate
among work-poor families (i.e. households where no one has paid work) is around 16%, it is
only 1% among work-rich households (where at least two adults are working) (Cantillon et
al., 1999). On this evidence, poverty may be expected to drop, as more jobs become available.
Yet, the relationship between work and poverty is not as linear as it seems, as one can infer
from historical trends and from international comparative research. There are at least two
obstacles on the course from more work to less poverty. The first lies in the fact that
additional jobs will not automatically be filled in by members of vulnerable work-poor
families. The second obstacle has to do with the extent to which an ‘activation policy’ can to
be coupled with adequate social protection for those who, in spite of all investment strategies,
remain jobless.
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1) The first obstacle: supplying jobs to work-poor households
Lets take as a starting point for this argument the evolution of the distribution of income and
welfare in the period 1976-1988. Studies in Belgium had indicated neither a surge in
inequality nor an increase in poverty, findings that contradicted the prevailing discourse on
new poverty, growing inequity and the dualisation of society. At that time it was generally
accepted that the ‘economic crisis’, and growing unemployment in particular, could not but
have had negative consequences for the distribution of income and welfare. Yet, the dramatic
increase in unemployment and the declining employment rate, from 58% in 1976 to barely
54% in 1985, seemed to coincide with a considerable drop in the prevalence of poverty in
Flanders, from 10% to 6% (see figure 1).

3

Figure 1.

Poverty and benefit dependency in Flanders: percent of households under the
poverty line and percent of households with a replacement income, Flanders,
1976-1997.
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The principal explanatory factor for the enormous drop in poverty was the reduction in
intragenerational inequities, due to an increase in the relative welfare of the elderly (Cantillon
and Lesthaeghe, 1987). But poverty levels also declined among people of working age, from
4.5% in 1976 to 2.4% in 1988. Yet during that same period, the proportion of households
receiving unemployment benefits increased from 15 to 23% (see figure 2).
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Figure 2.

Poverty and benefit dependency among households with heads under the age of
50, Flanders, 1976-1997.
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There was a double explanation for this paradoxical development. On the one hand, rising
unemployment was mostly affecting dual-income households, who usually received an
income from labour besides benefits. This type of unemployment does usually not result in
poverty. On the other hand, the prevailing social security system, with relatively generous
benefits for single-income households, provided adequate protection against the ‘risk’ of
unemployment. It is therefore no exaggeration to say that it was partly thanks to a more
substantial social redistribution that the Belgian welfare state got through this period of
economic and social transition without seeing greater social insecurity in the lowest income
classes.
After 1988, the favourable poverty trend appeared to take a turn. Between 1988 and 1992, the
relative poverty among households of working age increased from 2.4% to 4.1%. Although
the 1990s saw the labour market recover and benefit dependency drop, inequities continued to
grow and the poverty rate stabilised at around 4%. Importantly, absolute poverty was no
longer declining. The best-off households saw their standards of living increase in this period.
But – for the first time since we started collecting data- this was no longer the case for
households at the bottom end of the income distribution.
These observations for Flanders lead us to the significant conclusion that an increase in
benefit dependency need not necessarily coincide with a rise in poverty and, conversely, that
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a drop in benefit dependency through job creation will not automatically reduce poverty
levels. Similar observations have been made in other welfare states. In many countries on the
European continent, growing benefit dependency in the 1970s and 80s did not coincide with
growing poverty (see Cantillon et al., 1997; Atkinson, 1999). And recent Dutch studies have
shown that (quite dramatic) job growth in the Netherlands has not resulted in a reduction of
poverty, including long-term poverty. On the contrary, research suggests that there has been
an increase since the beginning of the 1990s (de Beer, 1999; De Lathouwer, 2000). But why?
As far as the Netherlands is concerned, research indicated that the increase in labour
participation was predominantly to the benefit of women (re)entering the labour market, as a
result of which the number of dual-income households has increased considerably.
Conversely, the number of households without an income from work has not declined. The
same trend has been noticed in Belgium. A general reduction in benefit dependency saw the
proportion of vulnerable work-poor households (wholly dependent upon replacement
incomes) grow from 3% to 5%. Consequently one has, for some time now, seen a remarkable
increase among unemployment benefit recipients in the proportion of single-income families,
i.e. single persons and heads for whom the benefit represents the only source of income.
These findings appear to be universal. The OECD reports that between a third and half of all
unemployed persons in the OECD belong to workless households (OECD, 1995). In the
1980s and 90s, many OECD countries saw this proportion increase. In Belgium, the
proportion of households with two (or more) income earners grew from 42% in 1983 to 52%
in 1994 (figure 3). At the same time, the proportion of households with no income from work
increased from 16% to 20%. By comparison, over that same period in the UK, the proportion
of multiple-income households increased from 54 to 62%, while the number of zero-earners
rose from 6 to 19%. A similar polarisation has been observed in France, Germany and
Luxembourg.
We conclude that, in many countries, rapidly growing unemployment did not lead to more
poverty, because much of the unemployment occurred in financially more resilient dualincome households. Conversely, the more recently observed job growth appears not always to
coincide with a drop in poverty, as proportionately fewer new jobs are supplied to work-poor
households.
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Figure 3.

Proportion of work-poor and work-rich households in Germany, France, Belgium
and the UK, 1983-1994.
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2) Second obstacle: social protection for work-poor households
Although unemployment is generally regarded to be one of the principal causes of poverty,
comparative international research has shown that there is not at all a linear relation between
unemployment (including long-term unemployment) and poverty (Figure 4). One can
distinguish between four different clusters of countries. The first encompasses such countries
as Norway, Sweden and Switzerland, which in the mid-1980s had relatively low
unemployment as well as a low financial poverty rate for the active population. A second
cluster consists of the United States, Canada and Australia, where low unemployment
coincides with a high poverty level. And a third cluster includes most continental European
countries, all of which have relatively high unemployment levels combined with
comparatively low poverty rates. Only in Ireland does a high unemployment rate coincide
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with a high poverty rate. Nor is there a linear connection between the overall level of longterm unemployment and poverty at active age. In fact, the above-mentioned clusters are even
more clearly defined.
Figure 4.

Poverty and unemployment in
OECD countries.
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It is often suggested that more employment is the surest road to reducing poverty. But clearly
high employment rates do not necessarily imply lower poverty levels (Figure 5). Only
Switzerland, Sweden and Norway combine a very high employment rate (over 75%) with a
low poverty level. Sweden and Norway have in the past pursued very active employment
policies, unlike the United States, Canada and Australia, where one tries to boost employment
by keeping benefit levels low and through local wage formation. However, the latter countries
are confronted with the highest poverty rates in the OECD. At the other extreme we find the
continental European states, such as Belgium, the Netherlands and Germany, which have
relatively low poverty rates despite a relatively elevated level of non-employment.
A commonly heard explanation for this finding is the potential trade-off between employment
and low wages. Countries with the highest non-subsidised employment levels, i.e. the US,
Canada and Australia, also have the most substantial wage differences and largest low-wage
sector (Figure 6).
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Figure 6.

Poverty and low wages in OECD-countries.
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The strong cross-national correlation between the distribution of low-wage labour and poverty
suggests that ‘poverty among the employed’ is more widespread in countries where low
wages are most common. This is indeed the case, but only to a certain extent. Exclusively the
high proportion of so-called working poor does certainly not explain the high poverty level in
countries with high (non-subsidised) employment. The extent of poverty among the employed
should not be exaggerated, even in countries where low-wage labour is relatively widespread.
What is much more striking is that poverty levels among the non-employed are very high in
the Anglo-Saxon world. The poverty rate among non-employed Americans of active age is
40% (Figure 7). That is about twice as high as the corresponding rate in any European country
(with the exception of the UK), and about four times the level found in Belgium, Denmark,
Finland or Norway. The cross-national differences are equally striking if one compares
poverty rates among ‘workless’ households, which appear to be particularly high in such
countries as the United States, Canada and the United Kingdom. Moreover, poverty at an
active age is concentrated mostly in this category. In contrast to what one would expect given
the low wages in the UK, 75% of the poor live in workless households.
We conclude that the high poverty level in countries with high (non-subsidised) employment
is connected with an inadequate minimum protection for the employed (e.g. minimum wage)
and –especially- for those who are out of work despite the high employment rate (e.g.
minimum unemployment benefits and minimum welfare).
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Figure 7.

Poverty among the low-paid and non-working population in OECD-countries.
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3. Policy consequences
These empirical findings lead us to two important policy conclusions. Of strategic importance
on the road from ‘more work to less poverty’ is, firstly, the extent to which new jobs are filled
in by members of work-poor household. In the OECD-region this does not appear to occur
automatically. This represents a first obstacle for a policy that strives to be employment
generating and poverty reducing at the same time. The second strategic policy factor is the
extent to which the social security system continues to provide adequate protection for those
who, despite all investment strategies, are left without a job. Indeed, experience in work-rich
countries has shown that we must take due consideration of the - as yet unresolved- issue of
unemployment among the low skilled.

1) Ingredients of a win-work strategy
How can an activation and job-creation policy assure that newly created jobs are directed
maximally to these work-poor, i.e. unskilled, households? Naturally, the suppression of the
low skilled on the job market will be reduced if enough additional jobs are created. But both
the Dutch and the Anglo-Saxon examples show that this does not suffice. Even in so-called
‘work-rich countries’ the low skilled makes up a large proportion of the unemployed.
Moreover, experience in countries with high wage flexibility has shown that this simple
market mechanism (i.e. declining level of low wages) does not lead automatically to more
jobs for the low skilled. The hypothesis that cutting low wages will lead to a substantial
increase in employment for the low skilled has been refuted in various empirical studies (see
among others Glyn and Salverda, 2000; Nickell and Bell, 1995; Card, Kramarz and Lernieux,
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1996; Krueger and Pischke, 1997). Even in countries where the lowest wages have been cut
considerably, unemployment among the low skilled remains an unresolved issue.
In other words, it would be simplistic to believe that job creation and wage cost reduction will
inevitably lead to substantially more employment for work-poor households, for there are
very fundamental factors at work here. The technological revolution is not neutral vis-à-vis
schooling levels, but rather knowledge intensive. It leads to a relative drop in demand for lowskilled labour and a relative increase in demand for high-skilled workers. On top of that, there
is the phenomenon of globalisation, which is affecting the world-wide scarcity of low-skilled
labour to a greater degree than it is influencing the scarcity of high-skilled labour.
Furthermore, all forms of social regulation (minimum wage, increase of labour costs through
social security contributions, and the like) are most important to the lower incomes. And
benefit dependency itself leads to the erosion of skills and talents. For all these reasons lowskilled persons, individuals with limited skills and experience, people with social handicaps
and long-term benefit dependants have great difficulty finding their way to the labour market.
They need help to get there.
The key question is: how should the gap be bridged between the perspectives of the employer
and the worker, i.e. the gap between the excessive cost of simple, low-productive work in care
or services and the inadequate earnings of the worker involved. Three possibilities present
themselves. Firstly, one could substantially reduce the fiscal burden on low-productivity
labour, both for the employer and for the employee. Secondly, benefits could be recycled.
Passive benefits must be transformed into service labour that is meaningful to society. Thirdly
(and in conjunction with the previous item), through direct, subsidised job creation for the low
skilled, especially in the growing field of carework (for example, childcare outside of
schools). All these possibilities boil down to the subsidising of low-skilled labour.
In addition, one notice that educational systems are still inadequate in developing the talents
that are required in today’s new economic and social environment. Despite a strong increase
in levels of schooling, the democratisation of the educational system has stagnated in most
countries (Shavitt and Blossfeld, 1993). Children from the lower classes still have
(significantly) fewer opportunities for developing their personal skills than children from
better-off families. This implies that many potentialities remain untapped. Especially in
technical and vocational training, where youngsters often end up as a last resort after dropping
out of mainstream education, the time seems right for a reassessment. In addition, substantial
investments need to be made in the (re)activation of the potentialities of the large stock of
long-term unemployed.
Therefore, the ‘active welfare state’ is not a cheap option (Vandenbroucke, 1999). An
activation policy that also aspires to reduce poverty requires a reorientation (not a reduction!)
of social expenditure, from merely passive transfers to a service-rendering care model that not
only guarantees social security, but also uses and valorises talents maximally.
More generally, it appears that from a macroeconomic perspective there is a positive
relationship between the volume of public social expenditure (social security and collective
goods and services) and poverty. Poverty levels are the lowest in countries that spend the
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most, and they increase (albeit not in a linear fashion) as the expenditure level drops (see
figure 8). The more passive transfer-oriented appropriation of means in the Benelux countries
generates the same results in terms of financial poverty as the more activating service-oriented
public spending in the Scandinavian countries: the two regions realise a similar (low) poverty
level. If anything, international comparative research has demonstrated that combating
poverty requires high social expenditure. There is no reason to believe that this will not be so
in the active welfare state.
Figure 8.

Poverty and social expenditure in OECD countries.
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2) Back to basics: the imbalance between social and economic adequacy
The second strategic element in poverty policy –even in the active welfare state- is minimum
protection for those who remain without a job in spite of all social investment strategies. As
experience has shown that, even in very work-rich countries, the problem of
underemployment among the low skilled is quite persistent, an activation policy should be
conceived as a complement rather than an alternative to a broad and comprehensive system of
social protection. Freezing minimum benefits in order to combat unemployment traps, for
example, will inevitably result in a widening gap between those holding a job and those who
remain unemployed.
The most important lesson to be learnt here is that social security should never be allowed to
deviate from its primary objective, i.e. to assure an adequate minimum income to those
affected by a social risk. This is not an understatement. If one considers the (albeit slow)
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welfare erosion of minimum benefits in Belgium (including assistance benefits), one cannot
help but think that this is a consequence of the activation logic and the unconditional belief in
a positive linear relationship between job creation and poverty reduction.
Since the mid-1990s, a relative loss of welfare has occurred for all minimum benefits,
including social security benefits and benefits for the least well-off single-income households.
Indeed, all benefits have lagged behind general welfare developments considerably. Measured
in % of per capita National Income, all minimum benefits have shrunk continuously since
1983. And since the second part of the 1980s, benefits have been lagging behind wage
developments too. The increase in poverty among work-poor households who are entirely
dependent on social security is a direct consequence of this trend (See Cantillon et al., 1999).
Achieving a correct balance between rights and duties in the active welfare state presupposes
that, besides an activation discourse, there should also be a discourse on adequacy. Although
social security needs to aim at preventing risks, its single most important purpose is to assure
subsistence in case of a social risk. Or, as Esping-Andersen recently warned:
“… contemporary policy fashion tends to stress far too narrowly the wonders of
‘activation’ while ignoring income maintenance” (Esping-Andersen, 2000).
The European Union should play an important role in this regard, through the process of
‘benchmarking’, both in terms of poverty, and in terms of effective minimum income
protection.

4. Towards a European Poverty Line
In the modern state reducing poverty is a goal that is equally as important as the traditional
economic goals: growth, price stability and employment. The European Union can play an
important role in guiding the discourse and setting the agenda in the Member states. A very
useful step in this context would be the introduction of a European poverty line. Such a move
would establish an institution at the European level (such as the official poverty line in the
USA) that consolidates the goal of poverty reduction and stimulates the development of social
policies to tackle this problem. (cf. Atkinson, 1997) This implies that a consensus on four
points should be reached among policy makers at EU level.
First of all, there should be agreement on the method of measurement: i.e. the approach used
to develop a poverty line and the technical details of its empirical application. At present,
there is within academia no consensus about the best method to measure poverty. Therefore it
can be said that every poverty line is a convention, i.e. established on the basis of consensus
between experts and policy makers. Three criteria should guide the choice of a European
poverty standard. Of course, the norm must be proven to be statistically reliable and feasible.
Furthermore, the chosen norm must be acceptable for the general public. This means that the
method should be understandable, at least in its general principles, and also that, to a certain
extent, the measurement of poverty should refer to an absolute definition of poverty, i.e. the
inability to satisfy one’s basic needs. Finally, the norm must be relevant for policy-making;
i.e. reducing poverty as measured by this norm must be a reachable goal.
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When we evaluate the methods that are currently used to estimate or set poverty lines, we get
the following result:
Method

Statistical feasibility

Public acceptance

Policy relevance

Statutory

Not feasible in all
countries

High

Ambiguous

Relative

High

Low

Ambiguous

Subjective

Unreliable

High

Low

Food-ratio

To be researched: midlong term

Probably high

Probably high

Budget

To be researched: long
term

High

Probably high

Currently, three of these methods are used in international comparative poverty research: the
statutory method, where the poverty line is defined by the level of minimum income
thresholds in social assistance, social security or taxation, the relative method, where the
poverty line is set at a certain percentage of average income in a country, and the subjective
method, where the poverty line is derived from answers to a survey question about perceived
minimum income needs. None of these three methods satisfies all three criteria. The potential
of the other two methods for comparative research has yet to be confirmed. The food-ratio
method as proposed by the commission which reviewed the official American poverty line is
based on the actual expenditure on basic goods (food, clothing, housing) of a reference
family. The budget method uses a basket or list of goods and services that are identified as
essential consumer goods. Using prices for each item in the basket, the total minimum budget
can be calculated (Bradshaw, 1993; Van den Bosch, 1997).
In the short term, a relative standard, calculated per Member-state (e.g. 60 per cent of the
median family-income in each Member-state, adjusted with the OECD equivalence scale)
seems to be the only feasible method. In the long term, the budget method appears to be the
best option. The same basket will not apply within each country; rather, on the basis of
common principles and guidelines, separate baskets should be defined for each country.
The second element on which an agreement should be reached at EU-level is the poverty rate
that should be set as an aim for policy: i.e. the goal that can and must be set for the medium
term. Although it remains a political decision which level of poverty should be aimed at, all
decisions should take into consideration that the goal must be reachable by using available
social and economical policies, and also that the goal should not exclude certain policies
which might be used to fight poverty. It should do justice to the consequences of economic
growth, which results in the same percentage income increase for everyone (this can be
shown through the use of a fixed purchasing-power poverty line); it should do justice to the
consequences of income redistribution (this can be shown by using the relative poverty line)
as well as to the consequences of specific income transfers to target groups (this can be shown
through mapping the relative poverty level per group).
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Given that a relative poverty line is used for measurement (in the short term), the following
policy targets seem realistic. At a minimum, poverty rates measured with fixed purchasing
power poverty lines should decrease, per country. This means that the relative poverty line in
a particular base year is updated using the index of consumer prices. Given sufficient
economic growth, poverty measured with such poverty lines should decrease rather rapidly.
This is illustrated in Table 1, which shows simulated poverty rates in the European Union in
2005 and 2010 under the assumptions that the incomes of all households grow with 1, 2 or 3
percent per year. At the optimistic assumption of 3 percent growth, poverty in 2005 would be
more than halved relative to 1995, and in 2010 it would be reduced by more than two-thirds.
At the more moderate assumption of 2 percent growth, poverty would be still more than
halved in 2010. This is equally true for non-aged adults, children and aged persons.
Table 1.

Simulated poverty rates in the European Union in 2005 and 2010 under various
assumptions of income growth, using a constant poverty line.

Year

1995

Income growth per year

2005
1%

2010

2%

3%

1%

2%

3%

All households

17,2

13

10,1

7,9

11,5

7,9

5,9

All individuals

16

12

9,4

7,4

10,6

7,4

5,4

Children

17,7

13,4

10,3

8

11,9

8

5,9

Non-aged adults

15,1

11,5

9,2

7,3

10,3

7,3

5,4

Aged persons

19,5

13,9

10,2

7,7

12

7,7

5,3

Note:

Poverty line is 60 percent of median equivalent income in the base year (1995), which remains
constant across the simulations. The assumption is that the incomes of all households grow in real
terms at the rates indicated. Results for 1995 are measured poverty rates.

Source: Calculations by B. Van Hoorebeeck on the European Community Household Panel.

An additional policy target could be that relative poverty in the EU decreases through
reducing relative poverty in countries where the level is above average, and relative poverty
among risk-groups in each country (i.e. categories within the population with a percentage of
poor above average, e.g. children, single-parent families, low-skilled, elderly) should also be
reduced. (See CBS, 1999, for useful results on the distribution of poverty risk across
population categories in the Member states of the EU.)
The third element on which a consensus among policy makers within the EU should be
reached is an instrument that evaluates the performance of the social security and social
assistance systems in the EU Member States. After all, the development of poverty rates is to
a large extent the result of circumstances and developments beyond the reach of social
policies. Therefore, a more direct evaluation of policies is required. A methodology can be
developed that allows annual updating and international comparison of policy efforts, i.e. the
input of policy, both on the macro and the micro-level. On the macro-level such input
indicators measure the evolution of the total volume of social security and social assistance
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outlays, as a proportion of GDP (general, per branch, per system and per function). Input
indicators on the micro-level focus on the evaluation of individual reference benefit amounts
(e.g. minimum and maximum unemployment benefits, minimum and maximum pensions).
Their development is compared with indices of purchasing power, indices of average welfare,
and poverty standards. The importance of social benefits is illustrated in Table 2, which is
similar to Table 1; except that the assumption is made that social benefit do not grow in real
terms, but only follow price increases. Unsurprisingly, poverty among aged persons hardly
decreases under this assumption. But even among children and non-aged adults, the reduction
in poverty is only half of what it is when all incomes, including social benefits, grow in real
terms.
Table 2.

Simulated poverty rates in the European Union in 2005 and 2010 under the
assumption that transfer incomes do not grow, using a constant poverty line.

Year

1995

2005

2010

Market income growth

1%

2%

3%

1%

2%

3%

Transfer income growth

0%

0%

0%

0%

0%

0%

All households

17,2

15,7

14,6

13,6

15,1

13,6

12,6

All individuals

16

14,2

12,9

11,9

13,6

11,9

10,9

Children

17,7

15,

13,3

11,7

14,3

11,7

10,2

Non-aged adults

15,1

13

11,5

10,3

12,3

10,3

9,2

Aged persons

19,5

19,1

18,7

18

18,8

18,3

Note:

18

Poverty line is 60 percent of median equivalent income in the base year (1995), which remains
constant across the simulations. The assumption is that the incomes of all households grow in real
terms at the rates indicated. Results for 1995 are measured poverty rates.

Source: Calculations by B. Van Hoorebeeck on the European Community Household Panel.

A limited set of non-financial indicators is the final element on which an agreement needs to
be reached. Such indicators give a general insight in the non-income-related aspects of
poverty as well as the policies that are useful in the fight against poverty. Poverty in its broad
definition is a multiple-dimensional concept that covers many areas of life (UNDP, 1997). It
is too simple to approach poverty only from a financial point of view, the more because
poverty policies are part of a wider general social policy. Indeed, the importance of ‘non-cash
benefits’ must be stressed that people receive within universal programmes (free education,
National Health Service etc.). In order to be useful, these indicators should be limited in
number, related to policy areas and based on indisputable statistics.
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5. Conclusion
The link between unemployment and poverty is not clear-cut. In many countries rapidly
growing unemployment in the seventies and early eighties did not lead to more poverty,
because much of the unemployment occurred in financially resilient dual-income households.
Conversely, the more recent job growth appears not always to coincide with a drop in
poverty, as relatively few of those new jobs are supplied to work-poor households. Some
countries experience high poverty rates at the same time as high (non-subsidised)
employment, apparently due to inadequate minimum protection for the employed, but
especially for those who are out of work despite the high employment.
These empirical findings lead us to two important policy conclusions. Of strategic importance
on the road from ‘more work to less poverty’ is, firstly, the extent to which new jobs are filled
in by members of work-poor households. Social policy must be aimed at reducing levels of
benefit dependency not just by creating more jobs, but in particular by guiding long-term
benefit dependants to the labour market, and by increasing the productivity capacity of the
long-term unemployed through training. The second strategic policy factor is the extent to
which the social security system continues to provide protection for those who, despite all
social activation strategies, are left without a job. An adequate safety net of minimum income
protection in social security and social assistance remains of crucial importance to prevent
poverty. The European Union should play an important role in this regard, through the
process of ‘benchmarking’, both in terms of poverty, and in terms of effective minimum
income protection.
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