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3.1. In-work poverty and income
inequality in the EU15

Vlassis Missos

3.1.1. Introduction

According to mainstream economic theory, the rate
of unemployment is closely related to poverty.” On
these grounds, it is suggested that policies enhancing
the purchasing power of the minimum wage may be
proved detrimental in advancing social welfare, due to
their negative impact on the general level of employ-
ment. Hence, as the idea that the low-income brack-
ets are comprised of households whose members
are mostly unemployed becomes pervasive, wage
devaluation policies are bolstered. Conversely, taken
for granted that in high-income countries the poverty
issue is not related to employment, it follows that poli-
cies seeking to augment the purchasing power of the
minimum wages may not succeed to mitigate poverty.

From an alternative point of view, a growing number
of researchers concentrating on the issue of in-work
poverty have underlined the importance of that aspect,
bringing in new policy insights to the current debate. In
addition, after the 2008/09 crisis, new literature focus-
ing on the empirical justification between employment
and poverty made its appearance.? In most cases, the
dominant view that employment is a sufficient condi-

tion for securing oneself against the risk of poverty is
called into question. The gradual increase of the level
of in-work poverty has challenged the validity of con-
ventional wisdom concerning how the economy op-
erates. Hence, these opposing views have also led to
different mixtures of economic policies, measures and
recommendations.

In the present essay, the term “income” stands for the
overall value of the total household income, irrespec-
tive of the source from which it comes. Household in-
come is comprised of pensions, other social transfers
(all types of cash-benefits), wages, dividends, rents,
etc. As a consequence, individual income has several
qualitative parts and amounts to a varying composition
of all different types of earnings. In addition, the essay
focuses on salaried workers (excluding those working
in the agricultural sector), considering the changing
level of income inequality between 2009 and 2016 in
countries of the EU15.2 Moreover, it examines the pov-
erty rates of salaried workers, the relation between the
average incomes within each country and the relative
income position between all countries with the EU av-
erage. Furthermore, it considers the working poor to
be those individuals whose income falls below the of-
ficial poverty line.*

All data depicted in the following tables have been
extracted from the European Surveys of Income and
Living Conditions (EUSILC). Results are based on
original statistical processing and are used for pre-
senting the basic measures that allow for an intro-
ductory examination of income inequality between as
well as within the countries of the EU15. EUSILCs are

1. Neumark D. (2018), “Employment effects of minimum wages: when minimum wages are introduced or raised, are there fewer jobs?” IZA
World of Labor.

2. Hanzl-Wei@ D. & Vidovic H. (2010), Working poor in Europe, European Foundation for the Improvement of Living and Working Conditions;
Dafermos Y. & Papatheodorou C. (2012), “Working poor, labour market and social protection in EU: a comparative perspective”, International
Journal of Management Concepts and Philosophy, Vol. 6 (1/2), 71-88; Eurofound (2017), In-work poverty in the EU, European Foundation for
the Improvement of Living and Working Conditions.

3. The group of the EU15 corresponds to a statistical sub-category containing all countries that were members of the European Union before
the 1st of May 2004. More specifically, the category of the EU15 refers to the following: Austria (AU), Belgium (BE), France (FR), Germany
(DE), Denmark (DK), Greece (EL), Ireland (IE), Spain (ES), ltaly (IT), the Netherlands (NL), Portugal (PT), Sweden (SE), Finland (FL), the
United Kingdom (UK) and Luxembourg (LU). The UK is included since, in 2016, it was still a member of the EU.

4. The poverty line is defined as 60% of the median disposable income of the total population. <https://ec.europa.eu/eurostat/statistics-ex-
plained/index.php/Glossary:At-risk-of-poverty_rate>.
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sample surveys and the method following statistical
processes has been presented in a previous issue.’
It should, however, be noted here that in what follows
below, the term “income” refers exclusively to dispos-
able income, meaning what is left for consumption or
saving after all direct taxes and social contributions
have been deducted. Lastly, all table-depicting results
express income in terms of Purchase Power Standard
(PPS), so that the overall level of income inequality in
the EU15 is estimated.

3.1.2. Basic income inequality and poverty
measures in the EU15

Table 3.1.1 shows the results of two frequently used in-
equality indices, regarding salaried workers (employ-
ees working in the agricultural sector are excluded),

for all countries of the EU15. Gini has been a wide-
ly known index used in numerous policy papers and
reports. It is one of the most easily captured indices,
calculating the overall distance of the observed distri-
bution of income to complete equality —in which case
Gini equals zero. The higher the value of the Gini in-
dex the more the current income distribution diverges
from the implied state of absolute equality. Moreo-
ver, Table 3.1.1 depicts the relation between each
country’s average income of salaried workers to the
total EU15 average, which is indicated as “100”. More
specifically, as the value of each country’s index is
calculated to be nearer to “100”, its average income
is closer to that of the EU15. Added to that, all meas-
ures have been calculated for the period 2009-2016,
to capture the manner in which poverty and inequality
changed over the years.

TABLE 3.1.1 Gini inequality index and average income as a percentage of the EU15

mean (100), 2009 and 2016

Gini Average income as a
percentage of the EU15
2009 2016 Change 2009 2016 Change

Denmark 20.4 22.7 2.3 94.9 104.7 9.9
Sweden 21.6 22.1 0.6 88.2 89.7 1.5
Finland 20.6 21.0 0.4 123.9 128.5 4.6
Netherlands 21.6 22.6 1.0 102.1 112.7 10.6
Austria 25.8 24.3 -1.6 109.5 115.9 6.4
Belgium 20.7 21.5 0.8 106.2 110.4 4.2
Germany 252 254 0.2 94.9 96.1 1.2
France 252 241 -1.1 101.7 954 -6.4
Luxembourg 26.1 29.4 3.2 191.8 206.0 14.2
United Kingdom 28.0 28.6 0.5 86.9 102.4 15.5
Ireland 24.2 25.0 0.8 147.3 141.2 -6.1
Italy 26.2 27.9 1.7 80.9 73.8 =71
Spain 28.5 29.7 1.2 74.7 60.0 -14.8
Greece 27.6 28.3 0.7 57.9 29.0 -28.9
Portugal 29.7 29.0 -0.8 39.0 34.2 -4.8
EU15 27.4 29.2 1.7 100 100 -

Source: Eurostat, EUSILC, author’s calculations.

5. Missos V. (2019), “Income inequality indices in the European Union (EU15)”, Greek Economic Outlook, 39, 38-41.
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As far as the Gini index of the EU15 is concerned, for
2009 it is estimated at 27.4 and for 2016 at 29.2. Hence,
as a general trend, income inequality among salaried
workers in the EU15 increased. Greece, together with
Portugal and Spain, are among the countries with the
highest Gini values -excluding the case of Luxem-
bourg, whose incomes and dispersion among them
is consistently found to be extremely high. Moreover,
between 2009 and 2016, income inequality moved up-
wards for the majority of EU15 countries, except for
Austria, France and Portugal. Of importance also is the
relation designated between each country’s average
income over that of the EU15, reflecting each country’s
general trend of its relative position. For example, the
broadening of inequality in Denmark differs to that of
Greece, in that average income in Denmark increased
in comparison to the EU15 (from 94.6 it went to 104.7),
whereas in the case of Greece, the trend significant-
ly decreased it fell from 57.9 to 29. One of the main
peculiarities of all countries of southern Europe is that

their average income deviates substantially to that of
the EU15. Inequalities between the north and south
have become very acute.

In general, changes in the relative position of incomes
vary, showing the extent to which they deviate from the
total average. An intense deviating trend, which is doc-
umented for Greece, signifies an additional change of
the order of magnitude. Countries like Portugal, Greece
and Spain were characterized by a considerable refor-
mation of the general framework in doing business,
as the distance among the incomes of workers was
increasing. Smaller within-country income differences
are documented for ltaly, France and Ireland, which
were also hit by the 2008/09 economic recession.

Table 3.1.2 shows the rate of in-work poverty for each
country of the EU15, for the years 2009 and 2016. The
in-work poverty rate is defined as the ratio of salaried
employees, whose individual income is less than that
of the poverty line, over the total number of respective

TABLE 3.1.2 Salaried employees at risk of poverty and the ratio of average incomes,

2009 and 2016, EU15

At risk of poverty

Average income of the working poor,
over the average of all workers

2009 2016 Change 2009 2016 Change

Denmark 4.7 4.9 0.2 30.1% 31.4% 1.3
Sweden 7.7 6.1 -1.6 31.9% 33.3% 1.4
Finland 3.2 2.8 -0.4 38.3% 38.1% -0.2
Netherlands 43 5.8 1.5 38.0% 36.3% -1.7
Austria 7.3 71 -0.2 30.5% 33.1% 25
Belgium 4.0 5.6 1.5 35.0% 36.6% 1.6
Germany 7.0 8.0 1.0 34.6% 35.0% 0.4
France 6.6 6.5 0.0 37.0% 39.0% 2.1
Luxembourg 10.2 14.2 4.0 37.5% 35.0% -25
United Kingdom 6.1 7.0 1.0 30.9% 31.6% 0.7
Ireland 2.4 3.8 1.4 33.5% 34.3% 0.8
ltaly 8.6 10.5 2.0 31.3% 29.4% -1.9
Spain 8.9 12.4 3.4 28.0% 27.4% -0.7
Greece 8.7 9.7 0.9 31.5% 29.2% 2.4
Portugal 7.3 8.8 1.5 30.0% 30.2% 0.2
EU15 6.5 7.6 1.1 - - -

Source: Eurostat, EUSILC, author’s calculations.

50 KEPE, GREEK ECONOMIC OUTLOOK 2020/42



employees. The general increasing trend of the EU15
risk of poverty indicates that workers’ incomes grew at
a slower pace than that of the other population groups
(for example, pensioners, self-employed, etc.). In Swe-
den, Finland and Austria, poverty rates decreased,
whereas in France and Denmark, no change was doc-
umented. Besides Luxembourg, the most significant
increase of in-work poverty was observed in countries
of southern Europe —especially in Spain, ltaly and
Greece. In the latter, the rate increased by 0.9 percent-
age points.

Another crucial aspect of the poverty rate is given by
calculating the ratio between the average income of
the poor over the average income of the total popula-
tion of employees. This index shows the distance be-
tween the two averages, evaluating the relative income
position of the former group. Between 2009 and 2016,
poor workers’ incomes in Greece severely devalued,
falling by 2.4 percentage points more than the total av-
erage, indicating that poor Greek salaried workers be-
came relatively poorer. Moreover, the average income
of the working poor in Greece, ltaly and Spain was
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estimated to be less than 30% of the overall national
average — a clear indication that, in these countries,
the living conditions of the poor relatively deteriorated
during the years of the European crisis.

3.1.3. Conclusions

The European population living in poverty is not ex-
clusively comprised of unemployed workers, but also
of salaried employees. According to the dominant
economic thought, the assumption of a priori match-
ing between poverty and unemployment is not plausi-
ble. Hence, policy measures should not directly infer
from this hypothesis. Between 2009 and 2016, income
inequality among EU15 employees increased. The
distance between the average income of the workers
of southern Europe and that of central Europe broad-
ened and the population at risk of poverty grew. Last-
ly, in each country of the EU15, the relative income
position of those workers living in poverty varied. In
Greece, poor workers’ incomes were suppressed not
only in relative, but also in absolute terms.
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