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“To say who is poor is to use all sorts of value judgments. The concept has to be limited by
the purpose which is to be served by the definition. There is no particular reason to count the
poor unless you are going to do something about them. ”

Orshansky Mollie (1969), How Poverty is Measured, Monthly Labor Review, 92(2): 37.
1 Introduction: Analyzing Working Poverty

Why do we need to study working poverty in postindustrial countries? It would certainly
make sense to worry about the situation of those who work in developing countries’ informal
economy and who are never sure to “make it until the next day”. Similarly, it makes obvious
sense to analyze the most severe forms of deprivation, especially homelessness, in high-
income countries. But in today’s advanced economies we may find puzzling the fact that a
person holding a job — sometimes a full-time job — has to endure poverty. The puzzle is
particularly striking given the development of dual earnership and the expansion of the
welfare state in recent decades; yet, working poverty has been “rediscovered” in recent years
and is perceived as a growing problem. The present work deals with the apparent paradox of
the re-emergence of working poverty in postindustrial economies and contributes to the
identification of potential solutions.

As will be shown below, low wages and income poverty follow partly independent logics,
which are mainly due to the two above mentioned phenomena, namely the development of the
welfare state, on one hand, and the increasing share of dual-earner families, on the other hand.
In countries in which this household type is widespread and set the norm in terms of
consumption and living standards, living in a single-earner family becomes a disadvantage.
As a result, there is no compelling reason why workers, even full-time year-round workers,
should escape (relative) poverty. Moreover, the effectiveness of work as an antidote to
poverty depends on the amount of work performed. Working only few hours a week cannot
be expected to protect someone from poverty.

Working poverty constitutes a puzzle worth studying in the sense that work, nonetheless,
constitutes for most of us a guarantee of a poverty-free existence. In addition, the
metamorphoses of the labor market in postindustrial economies have led to a growing relative
disadvantage for certain subgroups of the labor force, and it is fundamental to understand
them.

1.1 Research problems and questions

Tradeoffs and tensions are at the heart of the present work. This is, indeed, one of the most
striking features of the fight against poverty among the working-age population. On one hand,
by imposing strong labor market protections and high labor costs in the form of nonwage
costs (mainly social security contributions to finance “generous” social programs), some
policies may increase the difficulty disadvantaged adults have in finding a job or workers in
keeping theirs, thereby replacing working poverty by unemployment and inactivity. On the
other hand, maximizing labor force participation by reducing employment protection and



lowering benefits is a risky business that can lead to skyrocketing inequalities, with many
unemployed persons and welfare recipients thrown into poverty, which is not a desirable
outcome either. As a matter of fact, it could be said that poor workers, as well as
policymakers, are held hostage by the situation.

The central goal of the present work is to identify policy mixes that both limit the
incidence of poverty among the workforce and enable an employment-friendly
environment. Put differently, my objective is to identify social-policy interventions that
support low-income workers and largely limit collateral damages in terms of employment,
taking into account the fact that there are many tensions at the household level too, between
labor market participation, earnings levels, family formation, and fertility.

The specific questions derived from this general objective are the following:

- what are the main economic and sociodemographic factors that produce poverty among
workers in postindustrial societies?

- are there different types of working poverty, depending on its causes?

- what specific policy tools have a positive antipoverty impact? What is their impact on
employment? In which context do they work?

- how are these policy tools organized in real welfare states and what is their impact?

- to what extent do working poverty mechanisms differ across welfare regimes, and how do
they translate into differences in terms of the size and composition of the working poor
population?

1.2 Analytical approach and methodology

How is it possible to identify policy mixes that can ease the tension between working poverty
and unemployment, that is, between the quality and the quantity of jobs available?

To start with, it is necessary to review the literature on working poverty and neighboring
topics (low-wage employment, income inequality, and the like) in order to identify the main
causes of working poverty. There are economic determinants, such as globalization,
deindustrialization and the transition to a service economy, as well as endogenous changes
such as technological developments and evolutions of the production model, and also the
impact of business cycles and unemployment on working poverty. There are also macrosocial
and demographic determinants, such as the increase in divorce rates and the growing number
of lone-parent families, the increased impact of social endogamy in societies characterized by
growing female employment rates, changes in the social structure, and the fact that poverty
increasingly affects young adults. Public policy factors are also fundamental; hence, in a
second step, it is fundamental to review the social policy literature in order to identify public
policy instruments that seem to be promising and to work in a specific socioeconomic
context. The main instruments | was able to identify are minimum wages, tax credits for
workers, family cash benefits, and childcare policies.

Moreover, after having analyzed the main macrolevel causes of working poverty, | also
identify three mechanisms through which economic, sociodemographic and public policy
factors have a direct bearing on households, namely low wage rates, low labor force



attachment expressed as a percentage of full participation (achieved if all working-age
household members work full-time) and high needs given the housechold’s earnings potential
(mainly the number of children per working-age adult, as well as the increase in needs after a
divorce). This allows understanding why the size and composition of the working poor
population differs across countries, and shows that there are various groups of poor workers
who are in different situations. At this stage, | will able to answer the following questions:
Why do many workers in postindustrial economies endure relative poverty and what are
the mechanisms leading to it? Which are the various types of working poverty that can
be identified? Failing to acknowledge these contrasting situations can only obscure the
debates on how to fight these problems.

The chapter devoted to public policy factors is concluded by a reflection on welfare regimes.
Researchers argue about the best typology of welfare regimes, and Esping-Andersen’s (1990)
famous triptych — Social-democratic, liberal and conservative corporatist welfare regimes —
has been criticized on many grounds. Feminist authors blame it for failing to account for
gender issues, as countries that promote a dual-earner model and those who promote single
earnership are classified in the same cluster. Other authors propose typologies based on other
indicators, specific social policies for instance; finally, other scholars have advocated the
addition of further clusters of countries, mainly Mediterranean countries and the Antipodes.

In the present work, | show that the social policy literature allows identifying three
approaches to the fight against working poverty, namely minimum wages, social transfers,
and an employment-maximizing strategy. Each approach can be broken down into two
subcategories: Minimum wages can be either legally enforced or collectively bargained,
social transfers can either constitute a substitution income for persons who cannot earn a
living or a complementing income for working households, and the employment-
maximization strategy can be either based on incentives and productivity-enhancing measures
or on coercion. This allows me to conclude that a four-cluster typology is the most
appropriate for the analysis of policies that aim at combating working poverty: Social-
democratic, “liberal”®, corporatist conservative, and Mediterranean welfare regimes.

After the identification of promising social policy instruments and the definition of a welfare
regime typology, the first prong of my empirical strategy consists in a research synthesis that
goes beyond traditional literature reviews, namely a meta-analysis - in the form of a weighted
vote-counting procedure accompanied by statistical tests - of particular social policy tools in
their “natural” social, political and institutional environment in a recent past (namely articles
published in the 21% century).The main objective is to assess both antipoverty and
employment effects. After a systematic selection of articles through scientific search engines
allowing the collection of regression and simulation results, | assess whether researchers were
able to reach a consensus as to the efficiency or inefficiency of a measure, and if not, if the
majority of articles conclude that a given policy has positive or negative effects and if these

! The word “liberal” is polysemantic: Its meaning depends on the context and on which side
of the Atlantic it is used. Esping-Andersen’s use is very different from that of American
conservatives who blame the “liberal” welfare state for the behaviors it generates, and the
“liberal” politicians who implemented it. Esping-Andersen’s use of the term refers to a
welfare regime that mainly relies on market mechanisms, whereas public policies compensate
for market failures and provide help to the poorest members of society. In what follows, the
expression “liberal welfare regime” refers to Esping-Andersen’s phraseology, while
“neoliberal” refers to the belief that free-operating markets and the leanest possible welfare
state is the only way to achieve wellbeing for all.



effects are significant, depending on the methodology used and the population studied. In
addition to general conclusions, in order to take the “real world” of social policy into account,
results are broken down by welfare regimes. This first empirical contribution allows
answering the following question: What policy tools are effective in which context, and for
whom?

In the real world of social policies, however, single policy tools are intertwined in a complex
set of other social policies and labor market regulations, and their efficiency also depends on
the sociodemographic composition of the labor force, and on the state of the economy (for
instance, the American Earned Income Tax Credit was strongly expanded at a time when the
US experienced one of the most prosperous decades of its history). Hence, the second prong
of my empirical strategy consists in an analysis of existing welfare regimes, by using the
above mentioned typology (liberal, social-democratic, conservative corporatist, and Southern
European), which is based on the main social policy tools and labor market regulations that
have an impact on the extent of working poverty and the relative size of various risks group.
The US, Sweden, Germany, and Spain epitomize these four welfare state clusters.

This approach accounts for the fact that various social policy instruments do not work
independently, but covary; it also includes a reflection on recent shocks to these welfare
systems and the ways in which welfare regimes reacted to these exogenous shocks.
Empirically, the relative weight of each working poverty mechanism in each welfare regime
is assessed, as well as the composition of the working poor population, the latter being a
consequence of the former. Robustness checks are carried out based on various poverty
indicators and thresholds. This second empirical contribution allows answering the following
questions: What kind(s) of working poverty are generated in which welfare regime?
What factors weigh the most in each regime?

The combination of the two prongs of the empirical provides indications as to the question:
Which policy mix works in which welfare regime, and why? At the very end of the present
work, | analyze the ability of each welfare regime to overcome the tradeoff between working
poverty and employment performance, based on the empirical results provided throughout
this document. Most countries do not seem to be in a situation to overcome the tension
between the quality and the quantity of jobs. However, Scandinavian countries combine low
working poor rates, low unemployment and high employment rates. The present work
provides explanations as to why this welfare regime appears to be better equipped to face the
challenges posed by postindustrial mutations in general and working poverty in particular, as
well as the very specific conditions under which this model functions that make it difficult to
export. | also provide some elements as to the main characteristics this tradeoff has in the
other three welfare regimes.

However, it is not possible to do what is described in the previous paragraphs right away,
because there is a big problem with the definition of working poverty in postindustrial
economies. Until recently, there was a definitional “chaos” characterized by arbitrariness,
which is probably attributable to the fact that conceptual reflections were largely missing. Not
only is it difficult to set a poverty line, a task that has kept social scientists busy ever since the
first poverty reports were published at the end of the nineteenth century. Usually, social
policy research is based on a monetary poverty line and the headcount ratio (the number of
poor persons divided by the size of the population), but other monetary thresholds, other
poverty indicators, and different approaches (nonmonetary and subjective indicators) have
been proposed. There is no consensus among poverty researchers; however, for national
studies, | advocate the use of thresholds derived from social policy entitlement thresholds; for
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comparative studies, it can be useful to rely on official definitions, in order to increase the
comparability of different studies. More problematic in my view is the fact of setting an
arbitrary threshold in terms of number of hours a week or months a year to define who is
“working”. I advocate the use of a very encompassing definition, combined with a typological
approach to the definition, rather than excluding groups of disadvantaged workers from the
outset.

Regarding the empirical part of the present work, other approaches would have been
conceivable, in particular meta-regression techniques in order to quantify the employment and
antipoverty impact of each policy, as well as microsimulation methods that allow checking
the impact the introduction of a new policy mix, or the reform of an existing one, would have
in a given country.

Developing meta-regression models would indeed be the next step to take after the meta-
analysis carried out in the present work, once a particular set of policies is deemed to be a
potentially efficient in a given context, in order to further the understanding of its impact. In
this case, it would be necessary to enlarge the pool of estimates at disposal, for instance by
extending the period of time considered for the selection process; indeed, meta-regression, as
any other econometric technique, requires a minimum number of observations in order to
carry out reliable analyses. It is probably advisable to have at least 100 estimates to be able to
draw reliable conclusions. Moreover, meta-regression requires the use of a common metric
for all results, which is far from evident when generalized linear models are used (logit,
probit, etc.). This approach necessitates a considerable amount of empirical work; hence, this
kind of approach usually focuses on a specific policy in a specific subset of countries (with
comparable institutional and economic environments), whereas my perspective is broader in
scope as | aim to identify various policy mixes that seem to work in various institutional
contexts, without attempting to accurately assess the magnitude of their effect.

As regards microsimulation, this method necessitates to focus on one country and to know in
great detail its fiscal system, labor market regulations and welfare state. In the case of
countries with federal institutions, a microsimulation at the national level can become
extremely tricky. This type of empirical work should only come after a careful examination of
the interplay of the national context and social policy instruments, a stage that is sometimes
skipped in the literature, with authors directly assessing whether a specific social policy
measure would reduce working poverty without any adjustment of the parameters of this
measure to the socio-demographic reality of the country in which the simulation is carried out.
This methodological device should, indeed, represent the final step to take in a comprehensive
approach of the analysis of policies that allow combating working poverty in a specific
country.

1.3 The main arguments in a nutshell

Throughout this work, | have developed an understanding of the problematic of working
poverty in postindustrial economies that is structured by three main theses. These arguments
were not determined from the outset; they progressively emerged as the conceptual and the
empirical work went forward.
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- There is no such thing as “the working poor”; there are (at least) three types of
working poverty. Conceptual reflections about the definition of the “working poor
phenomenon” and estimations of the size of various risk groups led to an analysis of
working poverty mechanisms, which in turn led to the conclusion that there are at
least three types of working poverty: Some workers are poor because they are badly
paid, others could escape poverty should they work more but they cannot, while a
third group of poor workers are in a difficult situation because of their household’s
needs.

- Different welfare regimes generate different types of working poverty. After
having identified different types of working poverty, and because it is a well-known
finding that the socioeconomic composition of the working poor population varies
across welfare regimes, | investigated the impact of welfare regimes on the three
working poverty mechanisms | had identified and came to the conclusion that
welfare regimes have, indeed, a pervasive impact on these mechanisms.

- There is no “one-size-fits-all” policy mix. Each regime must find its own
combination of policies. As the relative weight of the three mechanisms leading to
working poverty varies widely across welfare regimes, a logical consequence is that
it is impossible to determine a single policy mix that would have the same efficiency
in each regime. This logical conclusion was confirmed by the meta-analyses |
carried out, especially when results were broken down by welfare regime.

1.4 Analytical limits

In what follows, two important potential solutions to the working poverty problem are not
dealt with. A first option would be to combat in-work poverty by promoting a general
upskilling, as low-skilled workers have experienced an increasing disadvantage in
postindustrial labor markets characterized by the growing importance of computerized
processes and of interactions with other persons (in the service sector), requiring a higher
educational level and better “social skills”. This goal, however noble and advisable it may be,
pertains to a completely different field of public policy, as well as a different type of
knowledge and strand of literature, than the policies analyzed in the present work. Another
option would be to put more emphasis on active labor market policies targeted at nonworking
partners of poor workers, in order to enhance households’ earnings and financial autonomy.
This would go, however, far beyond the scope of the present work, and would constitute a
research topic of its own.

Another limitation needs to be put to the fore. In the empirical part of the present work,
monetary definitions of poverty have been used. In fact, it has proved impossible to find any
evaluation using nonmonetary poverty indicators for the meta-analysis. However, as will be
analyzed below, some researchers have advocated the use of nonmonetary indicators to
measure poverty as they perceive them as more revealing and more accurate depictions of the
living conditions of disadvantaged families (Ferro Luzzi, Fluckiger, Weber, 2008, Suter and
Paris 2002). These indicators usually take the form of direct measures of living conditions
(whether or not respondents possess certain goods) combined with “subjective” indicators,
e.g. asking respondents why they do not possess a specific good (is it due to lacking financial
resources or is it a choice?). Other scholars have proposed to use purely subjective indicators
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such as the degree of satisfaction with family income or the level of income deemed
absolutely necessary to “make ends meet” (van Praag, Goedhart, Kapteyn, 1980). Whereas |
fully agree with the idea that nonmonetary indicators may provide a more accurate account of
living conditions than income, especially for some subgroups of the population whose
financial situation is very difficult to assess (Antille, EI May, Miceli, Silber, 1997), it also
needs to be said that for the social policy objectives outlined above, monetary indicators
appear to be more useful, as the vast majority of social and labor market-related benefits are
monetary (minimum wages, tax credits and allowances, child allowances, family benefits, as
well as all “passive” benefits related to disability, old age, sickness, unemployment,
widowhood, etc.) or consist in near-cash benefits (food stamps, housing subsidies, childcare
vouchers, etc.). This is the reason why a monetary definition of poverty is used in the present
work, and the robustness of findings is checked by using various indicators of the financial
situation and various poverty indicators.

Last but not least, only the formal labor market and legally-earned incomes will be analyzed
in the present work. Bourgois, an American anthropologist, lived during his fieldwork in an
East Harlem neighborhood dubbed “El Barrio” and noted that, according to official statistics,
his neighbors should have been homeless and starving, but the majority was not, which
indicated the presence of an underground economy that had a major impact on living
conditions. A part of this economy consists in informal but noncriminal activities, such as
curbside car repairing and baby-sitting, but the cocaine, crack and heroin-related activities
seemed to be the only equal-opportunity activities in this neighborhood (Bourgois, 2003).
Interestingly, all drug dealers working in the crack selling network Bourgois observed had
had legal jobs in the formal labor market (messenger or mail room clerk, janitor assistant,
photocopiers and other service-sector entry-level occupations) and started working at very
young ages. More surprisingly, some of them had not completely withdrawn from the legal,
just-above-minimum-wage labor market. Bourgois met a female drug dealer who, in order to
nurture her children, had to cumulate legal low-wage employment, welfare benefits (welfare
gave this lone mother at the time of the interview $53 a week only) and drug selling.
According to Bourgois, ‘[street dealers’] income is almost never as consistently high as they
report it to be...According to my calculations, [the dealers Bourgois befriended], for example,
averaged slightly less than double the minimum wage — between seven and eight dollars an
hour...it took me several years to realize how inconsistent and meager crack income can be’
(Bourgois, 2003: 92).

The situation of disadvantaged people earning meager incomes from legal jobs as well as
from underground, illegal activities is certainly very interesting and of paramount importance.
Probably, workers holding undeclared jobs are disproportionately affected by poverty. More
generally, the underground economy is a non-negligible reality in social policy analysis, as it
allows some employers and employees to circumvent labor market regulations and taxes.
Nonetheless, I focus in the present work on the situation of legally-employed persons, in order
to avoid confusions between various important social phenomena, each one requiring
different social (as well as educational, housing, and judicial) policies.
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2  Defining Working Poverty

When defining working poverty, obviously, two definitional issues need to be dealt with:

- how to define poverty
- how to define work and where to set a threshold in terms of the amount of work
performed

2.1  Whatis “poverty” in rich countries?

Ongoing controversies and hard-fought debates have taken place ever since the founding
fathers of applied poverty research released their first reports (Rowntree, 1901). Mollie
Orshansky, who developed the American Federal poverty line in the mid-1960s, once wrote
that ‘poverty, like beauty, lies in the eye of the beholder’ (quoted in Sen, 1983). However, Sen
thinks that the measurement of poverty is primarily a factual act rather than an ethical one
(Sen, 1983).

Some think that poverty does not exist anymore in postindustrial economies, whereas this
opinion is probably not dominant. In 1989, former British Prime Minister Margaret Thatcher
said to The Guardian that ‘Poverty no longer exists in Britain, only inequality® (Quoted in
Atkinson 1998: 45), in line with her conception of the very restricted role of the state in
redistributing income.

Shall we study poverty in rich countries, then? A.B. Atkinson gave a convincing answer: ‘I
would certainly agree that the problems of the Sahel are more pressing than those addressed in
[his book Poverty in Europe]... What I am suggesting [is that] ...world poverty has priority,
but poverty within rich countries may legitimately come next on our list of concerns’
(Atkinson, 1998: 1).

Atkinson has summarized the main questions poverty researchers have to answer:

- «(...) are we concerned with income rather than standards of living?
- How is the poverty standard defined? (...)

- How should we treat families with different composition? (...)

- How does the duration of poverty enter our considerations? (...)

- How should we measure the extent of poverty? » (Atkinson, 1989: 9).

It should be noted that the definition and the measurement of poverty will not be my main
focus. A vast literature already exists and | do not wish to review it extensively; however, the
main debates and indicators will be presented.

2.1.1 Absolute vs. relative poverty

Seebohm Rowntree’s seminal work, which was carried out in the city of York (England), is
the most famous example of an absolute poverty measurement method (Rowntree, 1901). He
collected data pertaining to the basic diet of working class families and determined a bundle
of absolutely necessary goods that allowed people to satisfy their basic needs; if these were
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not met, people faced “primary poverty”. Rowntree’s original poverty line was based on the
following diet:

Table 1: Basic diet for a man, 1899

Breakfast Dinner Supper
Sunday Bread, 8 0z Boiled bacon, 3 oz Bread, 8 0z
Margarine, ¥2 0z Pease pudding, 12 oz | Margarine, % 0z
Tea, 1 pt Cocoa, 1 pt
Monday Bread, 8 0z Potatoes with milk, | Bread, 8 oz
Porridge, 1 % pts 24 0z Vegetable broth, 1 pt
Bread, 2 oz Cheese, 2 0z
Cheese, 2 0z
Tuesday Porridge, 1 % pts Vegetable broth, 1 pt | Bread, 4 0z
Skim milk, 1 pt Bread, 4 oz Porridge, 1 % pts
Cheese, 2 0z
Dumpling, 8 oz

Source: Glennerster, Hills, Piachaud and Webb, 2004, Box 2: 34.

The cost of clothing, light and fuel was added to theses prices. All in all, the poverty line for a
couple and three children aged 3, 6 and 8 was, at 2000 prices, £53.10 in 1899.

Rowntree carried out two more studies in York in 1936 and 1950, which showed that
“primary” poverty amounted to 9.9 percent at the end of the nineteenth century, 3.9 percent in
the 1930s, despite of the Great Recession, and had virtually disappeared in the postwar period
(Atkinson, 1989). Indeed, 'His third survey in 1950...found that poverty had been virtually
abolished largely as a result of the welfare state...This was the last of the old style local
poverty surveys' (Piachaud and Webb, 2004: 31).

Hence, many researchers who analyze the situation in high-income countries define a
“sociocultural” subsistence level which encompasses more than basic goods. The idea is that
an individual is poor compared to the average living standard of the society he or she lives in.
A certain bundle of goods and services is necessary so that people can live a socially
integrated life. This is a relative definition of poverty: ‘Needs arise by virtue of the kind of
society to which individuals belong. Society imposes expectations, through its occupational,
educational, economic and other systems and it also creates wants, through its organisation
and customs’ (Townsend, 1974: 27). Put differently, human needs are socially and historically
constructed.

Nobel laureate Amartya Sen summarizes this central problem: ‘Should poverty be estimated
by a cut-off line that reflects a level below which people are...“absolutely impoverished”, or a
level that reflects standards of living “common to that country” in particular.” His view is that
‘absolute deprivation in terms of a person’s capabilities relates to relative deprivation in
terms of commodities, incomes and resources’ (Sen, 1983). Moreover, there is an ‘irreducible
core of absolute deprivation in our idea of poverty, which translates reports of starvation,
malnutrition and visible hardship into a diagnosis of poverty without having to ascertain first
the relative picture’ (Sen, 1981: 17).

British sociologist Townsend insisted on what he called “relative deprivation” and sometimes
squared off with Sen. From his point of view, the lifestyle and living standard of deprived
people is always compared to the entire population of a country or a region. Townsend’s
approach mainly focuses on the social construction of needs: ‘Relative deprivation [is] the
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absence or inadequacy of those diets, amenities, standards, services and activities which are
common or customary in society’ (Townsend, 1979: 915). Townsend has played a central role
in the British tradition of poverty research. Based on the Family Expenditure Survey data, in
the 1970s, Townsend and other researchers “rediscovered” poverty in Britain. The worst
forms of poverty had been eradicated, but many households were still experiencing financial
hardship (Piachaud and Webb, 2004).

The most satisfying answer to this conceptual problem is, in my view, Sen’s assertion that
‘poverty is an absolute notion in the space of capabilities but very often it will take a relative
form in the space of commodities’ (Sen, 1983). Jantti and Danziger underscore that, 'The idea
of well-being and poverty as capability suggests that in comparing the well-being of
individuals, we should analyze not only what they have...but also what they do, and what
they can do...According to Sen, poverty is a state characterized by levels of capabilities that
are, in the view of society, unacceptably low' (J&ntti and Danziger, 2000: 314).

Pierre Bourdieu notes that the modern form of poverty seems very relative compared to the
worst forms of material hardship, but can hurt people inasmuch as it is a “misery of position”
(misere de position): Being at the bottom of society, living in a stigmatized neighborhood,
being a long-term unemployed, or belonging to a socially declining population group.
Industrialized societies have been very good at reducing extreme poverty, but through a
process of differentiation, multiplied social spaces, which favored the development of this
“relative misery”’ or “ordinary suffering” (petite misére - Bourdieu, 1993).

It is extremely important to underline the fact that relative and absolute poverty are not
synonymous of relative and absolute poverty lines. It is conceivable to define a level of
poverty related to the customary living standard in a given society at a given time by using an
absolute poverty line; that is, fixed in real terms in order to observe the evolution of a given
living standard throughout a certain period. Some authors have used official welfare
entitlement thresholds as poverty lines (Atkinson, 1989, Leu, Burri, Priester, 1997). These
thresholds have a relative component since they usually define needs that go beyond mere
physical survival. On the other hand, they might have an absolute aspect inasmuch as they are
not directly derived from an average income or consumption level. According to Jantti and
Danziger, 'An “absolute” notion of poverty is fixed in terms of the relevant spaces at some
point in time and, from that time on fixed in “absolute” terms in some space. If the relevant
space is real income, then an absolute view implies a poverty line that is fixed in real terms'
(Jantti and Danziger, 2000: 313). It is perfectly conceivable to define a relative threshold at a
given point in time and then hold it constant in real terms, for instance Eurostat’s at-risk-of
poverty rate anchored at a moment in time.

2.1.2 Monetary vs. non-monetary poverty, resources vs. living conditions

According to the United Nations Development Program, ‘Poverty has many faces and
represents more than a low income. It reflects bad health, deprivation of knowledge and
communication, incapacity to exercise human and political rights and the lack of dignity, trust
and self-respect’ (Quoted in Budowski, Tillmann, Bergman, 2002: 298). This kind of poverty
concepts relies mainly on Sen’s capabilities and functionings theory. Moreover, Sen has
defined, within his theoretical framework of development and freedom, five instrumental
liberties: political (civic rights, democracy), economic (access to resources and financing,
distribution), social opportunities (access to education and health care), transparency (free
press) and protection (mainly social security) (Sen, 1999). Sen demonstrates that it is
fundamental to understand the interplay of these five liberties in order to analyze development
and poverty. Hence, in societies in which political liberty, social opportunities, transparency
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and social security are ensured, it makes sense to focus on economic liberty, whereas the
question of access to health care is problematic in the United States (social opportunities). At
the time of writing, however, a reform of health care is being implemented in the US under
the auspices of the Obama administration.

Many scholars have doubted the relevance of income or consumption levels to account for
someone’s well-being. Hence, they advocate a direct (and mostly multidimensional) measure
of poverty, which consists in assessing actual living conditions through the possession of
consumption goods and the access to services. Some nonmaterial aspects may also be taken
into account. Townsend was one of first sociologists to promote this direct approach of
poverty based on a predefined array of goods and services. The main aim is to define central
dimensions of life in society, e.g. work, education, housing, health, and participation in social,
political and cultural life. An individual is deemed poor if he or she has not achieved a
minimum level on these dimensions.

Mack and Lansley have improved Townsend’s method by using opinion polls to determine
what goods and services are deemed to be absolutely necessary by a majority of respondents
(Mack and Lansley, 1985, Leu, Burri, Priester, 1997). In addition, these authors asked
respondents who did not possess a given item whether this was so because they did not want
this item or because they could not afford it (Mack and Lansley, 1985, Halleréd, 2006).
Recently, social scientists have further developed this approach, using various weighting
patterns for various items lists (Hallerod, 1994, Andress and Lipsmeier 1995). Others have
advocated the use of factor analysis to identify subgroups of items corresponding to various
dimensions of poverty and cluster analysis to determine who must be classified as “poor” in a
non-arbitrary fashion (Ferro Luzzi, Flickiger, Weber, 2008). This kind of approach allows a
more detailed and more subtle understanding of the nature of relative deprivation or poverty.

As Mayer put it: ‘previous research suggests that within countries income is not a very good
proxy for the conditions in which people live...Social scientists in other countries [than the
US] also find a surprisingly weak relationship between income and a variety of measures of
living conditions’ (Mayer, 1995: 110). Likewise, Hallerod notes that many studies have
identified this mismatch between monetary poverty and low living conditions (Hallerdd,
2006). For instance, Nolan analyzed Irish data and concluded that, ‘Only about half the
sample households falling below the relative income lines are in fact seen to be experiencing
basic deprivation’ (Nolan, 1998: 102). Among others things, income measures usually do not
take into account disparities in wealth and credit, which can lead to a distorted picture of
living conditions. Moreover, it is very difficult to adjust income for family size, and there is
no agreement among researchers as to which equivalence scale is the most appropriate, as will
be discussed below. Finally, it should be noted that ‘the greater the adjustment for household
size the weaker the relationship between income and a living condition’ (Mayer, 1995: 134).

The correlation between deprivation and low income may be weak; however, Andress,
assessing the situation in Germany, states that deprivation increases strongly in the bottom
income quintile (Andress and Lipsmeier, 1995). Similarly, the share of respondents who state
they have problems in making ends meets in Switzerland is much larger in the bottom decile;
this is even the case for subjective problems such as fear, loneliness, and overall lack of
satisfaction (Niklowitz and Suter, 2002). Hallerod has suggested that only those who
experience both a low income level and deprivation of various items are “truly poor”
(Hallerod, 1995).

It should be noted that the direct measurement of living conditions also has drawbacks:
International comparisons of living conditions are extremely difficult to carry out, because
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there is no such thing as a consensus regarding the items that should be included in
questionnaires and the ones that should be used to compare living standards. Moreover, the
approach advocated by Mack and Lansley (1985) postulates that it is possible to distinguish
when people choose not to have a good from when they cannot afford it. This is indeed much
more complex than it can appear on first thought (Hallerdd, 2006), as disadvantaged social
groups tend to adjust their preferences to their monetary resources (Halleréd, 2006). Indeed,
Pierre Bourdieu demonstrated more than 30 years ago, with both survey-based and qualitative
evidence, that one of the main characteristics of the members of the working class was the
tendency to make a virtue of necessity, by adjusting their expectations and their judgments to
their material, social and cultural situation (Bourdieu, 1979).

Moreover, survey respondents tend to “exaggerate” their satisfaction level, and to say they are
“quite satisfied” with virtually everything (Fowler, 1995, Erens and Bruster, 1994), including
their household income, unless they are in a very difficult situation. | get back to these issues
in the section devoted to equivalence scales.

However important and useful nonmonetary indicators may be, with some notable exceptions,
most authors examine only income (Jantti and Danziger, 2000). As indicated in the
introduction, among all the social policy evaluations | have identified and meta-analyzed in
the empirical part of the present work, none contains nonmonetary poverty indicators. The
reason is probably that social benefits and labor market-related benefits overwhelmingly
consists in cash transfers and near-cash benefits, for instance tax credits for workers,
minimum wages, childcare tax credits, child allowances, etc.

Regardless of the drawbacks for social policy evaluations, nhonmonetary indicators can be
very valuable to analyze social problems. They appear as particularly useful in the case of
subgroups of the population for which it is difficult to calculate disposable income, such as
self-employed workers in general and farmers in particular (The Canberra Group, 2001,
Crettaz and Forney, forthcoming), or in the case of social groups for which wealth and home
ownership may play as important a role as income, for instance pensioners in countries in
which capitalization pension systems are important components of the social security system.
In the case of self-employed workers, monetary indicators may well lead to an overestimation
of their financial difficulties: Based on monetary indicators, they appear to be strongly
overrepresented among the working poor in Switzerland (Swiss Federal Statistical Office,
2008), while an analysis of the goods they own and services they have access to leads to more
nuanced conclusions (Antille, EI May, Miceli, Silber, 1997).

Last but not least, whereas the overwhelming majority of poverty studies use disposable
income as a poverty yardstick, other monetary indicators are conceivable, such as
consumption levels. It is noteworthy that the correlation between income and consumption
levels is not necessarily very high (Headey, Krause, Wagner, 2009). Debts and indebtment
can also be interesting for poverty and social exclusion analysis, and Eurostat has included
debt indicators in its Survey on Income and Living Conditions as indicators of social
exclusion (European Commission, 2006); however, the primary cause of debts is not
necessarily income poverty. Wealth is also an important monetary indicator, especially for
inactive persons of working age and for retirees; the problem is, however, that the vast
majority of surveys do not include questions pertaining to wealth.

2.1.3 Subijective and objective poverty

The subjective poverty approach mainly consists in considering the poor as the true poverty
experts. Respondents are asked to indicate a minimum level of income they deem necessary to
“make ends meet”, if their household income is sufficient in order to meet certain needs, or if
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they are satisfied with their income/consumption level. Put differently, an individual
categorized as poor by a poverty expert, may well think that he or she is not poor, and vice
versa. The economists of the “Leyden School” have advocated the use of such indicators to
define utility functions and poverty lines (van Praag and Ferrer-i-Carbonell, 2008, van Praag,
Goedhardt, Kapteyn, 1980, Strengmann-Kuhn, 2003, Falter, 2006).

Actually, a review of the literature on working poverty reveals that subjective indicators have
hardly ever been used. It should be noted that these subjective thresholds may “overestimate”
poverty, as it seems that they yield high poverty rates (Citro and Michael, 1995). Strengmann-
Kuhn e.g. notices that the working poor rate amounts to 3.6 percent with a poverty line set at
50 percent of the average income (average of 14 European Union member states?), whereas it
is four times higher with a subjective poverty line (16.8 percent). He concludes that using a
subjective poverty line yields plausible poverty rates in a few countries only (Strengmann-
Kuhn, 2003).

In addition, whereas this kind of indicators combined with factual questions pertaining to
living conditions can be useful for the analysis of deprivation in a given country, or even
across countries (Suter and Paris, 2002), this approach may overestimate the well-being of
specific subgroups who have lived on below-average income for a long time, for instance
independent farmers. As indicated above, in order to reduce the subjective feeling of
deprivation, long-term disadvantaged persons tend to, subconsciously, lower their
expectations and adjust their satisfaction to their income level (Hallerdd, 2006, Crettaz and
Forney, forthcoming), which is confirmed by ethnographic evidence in the case of farmers
(Droz, 1998).

2.1.4 Statistical / microeconomic vs. “microsociological” definition

Serge Paugam, deriving his thinking from Georg Simmel’s work, insists on the arbitrariness
of setting a poverty line and criticizes the idea of poverty as an ontological characteristic.
Those who are poor are people who are socially defined as such, and it is fundamental to
know how they perceive their situation. They are labeled as “poor” because society as a whole
has to take care of them and acknowledges their poverty status. Hence, Paugam in his
research on “social disqualification” has mainly focused on welfare recipients, not only as an
administrative category, but rather as a sociological one (Simmel, 1908, Paugam, 1991).

According to this conception, “hidden” poverty does not exist; there are no households not
receiving welfare benefits that can be labeled “poor”. This is problematic in the field of social
policy analysis, as it is well-known that many households are entitled to welfare benefits
because they have low income levels, but do not apply for them — a problem known as the
non-take-up of social benefits - and this for various reasons, mainly lacking information about
social benefits, administrative errors and feelings of shame due to the stigma attached to
welfare benefits receipt (van Oorschott, 1991, Leu, Burri, Priester, 1997).

2.1.5 The changing nature of poverty

As indicated, it is obvious that the most severe forms of poverty deserve urgently needed
solutions which go light-years beyond the scope of the present work. The work of some Nobel
Prize winners in economics (Amartya Sen and Joseph Stiglitz, notably) have shed a new light
on the urgency and necessity of new conceptions of economic development. In fact, the nature
and implications of “poverty” have changed in advanced economies. Serge Paugam has

Germany, Denmark, the Netherlands, Belgium, Luxembourg, France, the UK, Ireland, Italy,
Greece, Spain, Portugal, Austria, and Finland.
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recently developed a typology of the elementary forms of poverty found in Europe (Paugam,
2005) that provides an interesting perspective:

Integrated poverty (pauvreté intégrée)

A large number of poor people share a common identity and live in a poor country or region.
They do not differ much from the rest of the population and lead a normally integrated life,
with an expanded kinship and a solid neighborhood network. These societies have
predominantly pre-industrial features and an underdeveloped system of social protection, if
any. This absence is compensated by solid family networks which provide support in the
event of severe hardship. The poor are not stigmatized in their community. This description
fits the accounts of poverty until the eighteenth century, and corresponds to the situation in
some southern European regions today: On the Island of Madeira, for instance, the official
poverty rate can be as high as 40 percent, but “subjective” poverty is very low. The catholic
religion plays a very important role, too.

Marginal poverty (pauvreté marginale)

The poor are a small minority of the population and represent a residual category. They are
taken care of by specialized institutions. They live in a society that has reached a high level of
economic development with low levels of unemployment. The residual unemployment is
combated by the unemployment insurance. The degree of stigmatization of the poor is very
high, as they are perceived as misfits. One of the first authors who described this phenomenon
in the US was Michael Harrington in 1962. This kind of poverty is typical of the “golden age”
of Western European economies, and of today’s Scandinavia (low poverty rates and low long-
term unemployment levels).

Excluding poverty (pauvreté disqualifiante)

This third elementary form of poverty is found in highly developed economies that experience
a major industrial restructuring and even a crisis. Long-term unemployment is particularly
problematic. The accumulation of social disadvantages and the often accompanying
degradation of family and friendship ties can lead to social isolation and “social exclusion”.
The exclusion from mainstream lifestyle and stigmatization are the main outcomes of this
socioeconomic process. The nonpoor majority is scared by the perspective of being hit by this
problem, and tends to avoid those who are on a downward spiral. Put differently, middle
classes avoid rubbing elbows with this group characterized by an accumulation of social
handicaps, notably the long-term unemployed and immigrants. Today’s France and Germany
typically correspond to this third type.

Paugam’s typology can be criticized, among other things, for downplaying working poverty.
This conception of poverty as a phenomenon mainly associated with unemployment is found
in many European scholars’ work. Working poverty is not marginal, as it affects a non-
negligible share of workers in postindustrial economies. Of course, their poverty may not be
as disqualifying as that experienced by jobless persons; it prevents them, nonetheless, from
leading a socially integrated life and can have a detrimental effect on their children’s
academic achievement and future in a broader sense, as will be analyzed in following
chapters.

Moreover, it should be noted that Scandinavian countries have experienced a deep recession
in the early 1990s with high unemployment levels (more than 8 percent in Sweden, for
instance), which has generated, among other things, an increase in the share of the population
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benefiting from means-tested benefits; moreover, short-term employment has been on the
increase, as will be analyzed at greater length in chapter 5 and 7.

Despite these shortcomings, Paugam’s perspective is an interesting reflection about the fact
that poverty not only evolves over time, but that the same notion can describe different
realities in different postindustrial countries. | also interpret it as follows: The poverty
problem is redefined and reframed in each social context, which implies that a more
“constructivist” approach of poverty analysis can be a useful complement to the kind of social
policy analysis carried out in the present work.

Another important finding must be put to the fore. The sociological tradition has tackled the
issue of suicide for more than a century now; it has been shown that macrosocial factors affect
suicide rates (Baudelot and Establet, 2006). Emile Durkheim found out, at the end of the
nineteenth century, that the poor had a lower likelihood to commit suicide than the rest of
society, due to their socially integrated life — in line with Durkheim’s assumption that a higher
degree of social integration is an antidote to suicide (Durkheim’s Le Suicide mentioned in
Baudelot and Establet, 2006). Today, the suicide rate is higher in richer countries - the notable
outliers being former Warsaw’s Pact countries — however, within rich countries, those who
are hit by poverty have a higher likelihood to commit suicide (Baudelot and Establet, 2006).

Given all these considerations regarding the definition and the nature of poverty, | can now
have a closer look at existing poverty indicators (mainly poverty lines).

2.2 Poverty lines

The most widely used poverty lines are presented in the following section. As Jean Olson
Lanjouw put it, ‘Poverty lines are widely perceived as occupying a central role in poverty
analysis. In fact, setting a poverty line often receives the bulk of attention and intellectual
effort in studies of poverty‘(Lanjouw and McKinley, 1997: 7).

2.2.1 Absolute poverty thresholds

The US official poverty threshold is the best-known example of an absolute poverty
threshold. Since the mid-1960s, the US Census Bureau has been publishing poverty rates
based on the following approach:

Poverty line= H-P"-X
Where PTis a vector of prices, X is an array of foods and H a multiplicator.

Orshansky’s multiplicator equals 3, because consumption surveys carried out in the 1960s by
the US Department of Agriculture had established that low-income households spent about
one third of their income to meet their alimentary needs.

This kind of indicator should not necessarily be an indicator of extreme poverty, depending on
the multiplicator, i.e. the extra income necessary to buy nonfood products and services. As
already indicated, a threshold kept constant in real terms can measure relative poverty in a
country where the poor’s survival is not at stake. The “Orshansky indicator” has been subject
to criticism in recent years (Citro and Michael, 1995) because it is not in line with today’s
American average living standards anymore: The US Federal poverty line for a couple with
two children in 2008 amounts to about $60/day.
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Extreme poverty lines are absolute, consisting either in a fixed amount of money (e.g. $1/day
per person), calories intake levels, or anthropometric measures such as the mid-arm-muscle
circumference to assess undernourishment. Even these indicators can be arbitrary: ‘There is
difficulty in drawing a line somewhere, and the so-called ‘minimum nutritional requirements’
have an inherent arbitrariness that goes well beyond variations between groups and regions’
(Sen, 1981: 12).

2.2.2 Relative poverty lines and relative deprivation

Relative poverty lines rest upon measures of central tendency, namely median or mean
income. In order to compare households of different size and composition, an equivalence
scale is used to transform the household disposable income into a theoretical one called
“equivalized” income.

2.3 Equivalence scales

These scales provide a value by which the household income should be divided in order to be
comparable with that of a one-person household. Usually, equivalence scales are either
derived from econometric studies resting upon household consumption surveys or are social
security experts’ scales. They can also be derived from nutritional and physiological studies,
as well as from population judgments in opinion surveys, i.e. subjective scales (Jantti and
Danziger, 2000, Atkinson, 1998).

Any equivalence scale can be subsumed to the following expression (Atkinson, 1998):

ns, s € o],

If s = 0.5, household income is divided by the square root of the number of household
members.

Equivalized income, y. equals y/s®, where s is family size and e is the elasticity of equivalent
income, and can also be described as follows:

_ y
1+ B+

with a the number of additional adults and ¢ the number of children (J&ntti and Danziger,
2000).

Y, ,With0 <» < B<1,

The arguably most widely used equivalence scale in comparative social policy research is the
so-called “OECD modified scale”, with 3=0.5 and » = 0.3. For instance, a couple with two

children under 14 needs 2.1 times (=1+0.5+0.3+0.3) the income of a single person to achieve
the same living standards.

There is no agreement among researchers as to the choice of an equivalence scale, and this
choice has an impact on the poverty rate of various household types: 'In theory, an
equivalence scale simply accounts for economies of scale, e.g., a family with ten members
does not need five times as many kitchens and bathrooms as a family of two persons.
However, there is much dispute about the extent of economies of scale' (Jantti and Danziger,
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2000: 316). The following table shows that equivalence scales used in mainstream research
can vary notably:

Table 2: Various equivalence scales found in the literature

Square Modified | Mc Orshan- Canadian | SKOS
root OECD Clements | sky LICOs
Single adult 1 1 1 1 1 1
Lone parent, 141 1.3-15 1.33-1.52 | 1.33 1.22 1.53
one child
Lone parent, 1.73 1.6-2 1.66-2.05 | 1.55 1.52 1.86
two children
Couple, no 1.41 1.5 1.64 1.29 1.22 1.53
children
Couple, one 1.73 1.8-2 1.97-2.16 | 1.55 1.52 1.86
child
Couple,two 2 2.1-2.5 2.3-2.69 1.95 1.89 2.14
children

Source: Whiteford and Adema, 2007 and SKOS 2003

The McClements scale is used in the UK in the annual publication on “Households Below
Average Income”, inter alia, whereas the Orshansky scale is the one used in US official
poverty statistics and mainstream poverty research; the LICOs are the low-income cutoffs
established by Statistics Canada, and the SKOS is the Swiss Conference of Welfare
Institutions.

It should be underscored that the choice of an equivalence scale can, obviously, have an
impact on the identification of risk groups, as each equivalence scale ascribes a different
weight to adults and children. Most of the above mentioned scales are quite similar; however,
they are not the only existing scales. Some researchers advocate the use of subjective
indicators, for instance the use of income satisfaction questions (Falter, 2006). In the case of
Switzerland, for instance, Falter uses both the “minimum income question” and the income
satisfaction question to estimate equivalence scales. The results he gets are at odds with the
equivalence scales used in poverty research, as they are far less steep; put differently having
children hardly increases households’ needs. The “Leyden approach”, based on the minimum
income question, yields an equivalence scale showing that a couple with one child hardly has
higher needs than a single person without children, as this family corresponds to 1.161
consumption units. Larger families do not have much higher needs either, e.g. couples with
three children correspond to 1.407 units (model 1V). The equivalence scale based on the
income satisfaction question leads to even more surprising results: Families with one child
(1.757 units) have virtually the same needs as families with four children (1.919 units). The
latter finding appears at complete odds with the cost of having children in Switzerland as
measured by econometric techniques applied to consumption data (Gerfin, Stutz, Oesch,
Strub, 2009, Gerfin, Wanzenried, 2001).
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Even though consumption partly reflects preferences and not only needs, this huge gap
remains to be explained, as it is quite unlikely that parents develop luxury tastes once they
have a second or a third child. These surprising findings could largely reflect the “satisfaction
bias” generated by survey questions (Fowler, 1995, Erens and Bruster, 1994), i.e. survey
respondents’ tendency to declare themselves “rather satisfied” with virtually everything, as
well as the adaptive preferences phenomenon analyzed by Hallerod (2006). Indeed, answers
to the income satisfaction question and the minimum income question may rather reflect the
fact that parents have lowered their expectations rather than the well-being of children. In
addition, it appears rather unlikely that having three children or more has nearly zero impact
on needs, which the comparison between couples with one child and couples with four
children seems to suggest.

However surprising and at odds with consumption patterns these findings might be (a rising
number of children hardly increasing needs), they raise important scientific questions: How
can the extra needs associated with the birth of a child be measured in various countries, as
consumption patterns reflect, at least in part, parents’ preferences? The corollary question is:
How large is the bias created by the use of the same equivalence scale in different countries in
comparative research, as it is very unlikely that economies of scale and the cost of having
children are identical across countries? Until now, no satisfying answer has been provided,
and the use of standard equivalence scales in comparative social policy research remains one
of the main weaknesses of this approach. In this context, nonmonetary poverty indicators,
such as those analyzed above, could prove helpful, as they do not require, obviously, the use
of an equivalence scale.

These findings also raise interesting political and normative questions: To what extent should
a welfare state compensate parents who have made the decision to have a large number of
children? If parents could not afford to have many children at the time they decide to, should
the welfare state let these children live in poverty, as children cannot be held responsible for
their parents’ decisions? Does the fact of having, say, four children reflect a conscious choice
and to what extent do all women have an easy and informed access to contraception,
especially among minorities stemming from poorer countries?

2.4 Main relative poverty lines used in empirical research

The most common poverty lines are 50 and 60 percent of median (sometimes mean) income.
This choice is completely arbitrary and has a pervasive impact on poverty rates, 60 percent
yielding rates that are approximately twice as high in most OECD countries (Forster and Mira
d’Ercole, 2005). American researchers sometimes use 40 percent of median income, as this
roughly corresponds to the level of the official poverty line (Kamerman, 1995, Smeeding,
2005). The main advantages of this kind of indicators are their transparency and simplicity,
contrary to the definition of a basket of basic goods and services which implies many arbitrary
decisions as to which products and services belong to a “typical” basket and the costs
associated to them.

Interestingly, 'In the first half of the [twentieth] century, [Rowntree’s] poverty lines for a
single man were 30-35 percent of weekly personal disposable income per capita, while in the
second half they were around 40 percent...At the end of the twentieth century, poverty lines
were far higher in absolute (real) terms than ever before, but in relative terms they had
changed rather little' (Piachaud and Webb, 2004: 37).
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Relative poverty indicators should only be used to compare countries with similar levels of
living. The comparison of high income countries and middle income countries might lead to
surprising results. Eurostat states that some of the lowest at-risk-of-poverty rates in the
European Union are found in the Czech Republic and Hungary, whereas median income in
these countries (adjusted for the cost of living) is significantly lower than the UE 25 median
income (Eurostat, 2005). Jantti and Danziger express similar concerns, even in the case of a
comparison between countries with a similar level of economic development: 'Even though
the US has a much higher poverty rate than, say, Norway, relative to the median standard of
living in each country, some of the poor in the US may be better off than some of the poor in
Norway because of the higher median standard of living in the US' (Jantti and Danziger,
2000: 338).

In addition, relative thresholds are sometimes criticized for being mainly inequality indicators
(Ravallion, 2003); indeed, they are strongly correlated to income inequality indicators such as
the Gini coefficient. Comparing inequality and poverty measured with an absolute threshold,
Danziger and Gottschalk conclude that 'if every family's income doubled, there would be no
change in income inequality, but poverty would decline' (Danziger and Gottschalk, 1996: 56).
The case of Ireland between 1998 and 2001 is very revealing: ‘its combination of rapid
growth and average living standards combined with a smaller but still significant increase in
real incomes for the poorest meant that it had both the fastest growth in relative poverty, and
fastest fall against an absolute standard' (Hills, 2004: 138-139).

Moreover, relative poverty lines lead to different conclusions than poverty lines held constant
in real terms, expressed as a percentage of median income in an “anchor” year: “Generally
speaking, [an absolute] approach shows declines in overall poverty rates in OECD countries
between the mid-1980s and 2000, while trends in relative poverty have tended to rise in most
OECD countries’ (Whiteford and Adema, 2007: 10).

The advantage of relative poverty lines is that they facilitate international comparisons.
Hence, these thresholds are used by Eurostat, the OECD and other international organizations.
It should be noted here that Eurostat does not consider 60 percent of equivalent disposable
income as a poverty line: It is an “at-risk-of-poverty” line.

Another