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Abstract

Is in-work poverty a low-wage or an unemployment problem, and is it the same problem all across Europe!?
Because of the definitional ambiguity, we really do not know. In this article, we use longitudinal European
Union-Statistics on Income and Living Conditions (EU-SILC) data from 22 countries and derive a set of
distinct clusters of labour market trajectories (LMTs) from information about monthly labour market
position from a 36-month observation window and estimate in-work poverty risk for each LMT. The
results show that in-work poverty is a problem that affects the self-employed and people in a marginal
labour market position, that is, those who for different reasons move in and out of employment. Hence,
in-work poverty is mainly an unemployment problem, not a low-wage problem. Besides the fact that the
size of LMTs varies between countries, we also expected to find systematic country differences in the effect
of LMTs. The analysis did not support that assumption.
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Introduction

Although the notion of the working poor has
received a great deal of attention, it is still not clear
what kind of phenomenon it represents, that is,
whether it is mainly a low-wage problem or an
unemployment problem. The roots of this lacuna lie
in the ‘definitional chaos’ (Crettaz, 2011: 189) that
surrounds the notion of in-work poverty. We will
use longitudinal data from the European Union-
Statistics on Income and Living Conditions

(EU-SILC) to derive a set of typical labour market
trajectories (LMTs), defined as clusters of individu-
als who share similar labour market experiences.
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The LMTs will be related to in-work poverty fol-
lowing the standard definition used in analyses of
in-work poverty. The fact that we use comparative
data from 22 European countries also means that
we will be able to see whether in-work poverty
means the same thing in different European coun-
tries and to what degree possible differences can be
linked to labour market and welfare state typolo-
gies. From a policy perspective, the issue is far
from trivial. In order to formulate policies to com-
bat in-work poverty, politicians need to know what
kind of phenomenon we are actually talking about.
Without this knowledge, the risk is that the imple-
mented measures will have little or no effect — or
possibly even make things worse. There is ample
evidence that lack of work causes poverty and, con-
sequently, paid work is generally seen as the main
antidote to poverty. Fighting unemployment is
therefore closely interlinked with the fight against
poverty. The fact that the EU, in its ‘Europe 2020
targets’, not only looks at unemployment as a cause
of poverty, but in fact also uses unemployment (or
to be more precise households with very low work
intensity) as one dimension in its definition of pov-
erty indicates the perceived close link between the
two phenomena (Copeland and Daly, 2012; De
Graaf-Zijl and Nolan, 2011). But, what if employ-
ment does not protect people from poverty? The
presence of in-work poverty constitutes a central
challenge, as its very existence entails that the
labour market creates jobs with wages that are too
low to lift people out of poverty, which in turn
implies that we need to reconsider our traditional
view of the relationship between employment and
poverty. We also need to change our focus from
promoting jobs to promoting higher minimum
wages, improving income support systems and
developing better family policies. However,
because of the way in-work poverty is typically
defined, we do not know whether the working poor
are poor because they have too low hourly wages,
experience recurrent unemployment spells, work
too few hours or are experiencing a mix of all of
these conditions (Crettaz, 2011; Halleréd and
Larsson, 2008a; Larsson and Hallerdd, 2011). Thus,
we do not know whether we should promote higher
minimum wages or job creation, or both.

Background

In-work poverty is often perceived as a distinct phe-
nomenon, something different from the ordinary
poverty that affects the unemployed, the retired and
groups at the margins of society. There are also con-
notations that hark back to the old distinction
between the deserving and undeserving poor, the
working poor being deserving as they fulfil their
moral duty to do the best they can to support them-
selves (Hallerod, 2004; Polanyi, 1968). The most
clear-cut example of ‘working poor’ is a person who
lives in a single-adult household without children
and who works full time and full year, but at a wage
that is too low to lift him or her above the poverty
line. In this case, wage-setting in combination with
taxation is the cause of the problem, and the solution
is found in increased minimum wages and/or low-
ered taxation. One may suspect, of course, that
higher wages will turn some working poor into non-
working poor, as their work will be priced out of the
market, but that higher wages will nevertheless solve
the working-poor problem. However, the correlation
between low wage and in-work poverty is surpris-
ingly weak. Low wage is in most cases a necessary
condition for in-work poverty, but most low-wage
workers are not poor (Andrel and Lohmann, 2008;
Corluy and Vandenbroucke, 2014; Fraser et al.,
2011; Halleréd and Larsson, 2008a; Maitre et al.,
2012; Marx and Nolan, 2014).

As indicated above, defining in-work poverty is
problematic. Poverty typically refers to a person
who lives in a household that has an annual income
below the poverty line. Determining whether a per-
son is working (employed or self-employed) is usu-
ally done in reference to another time frame and the
individual, that is, another unit. According to the
most common definitions of in-work poverty, a poor
person is considered to be working poor if he or she
has worked at least 6 or 7 months (Bardone and
Guio, 2005; Eurostat, 2010; Klein and Rones, 1989;
Larsson and Hallerdd, 2011; Lohmann, 2009; Marx
and Nolan, 2014; Mosisa, 2003; Pefia-Casas and
Latta, 2004) during the past 12months. There are
also examples where the working criterion is set to
only 1 month (Marx et al., 2012; Pefia-Casas and
Latta, 2004), and Nightingale and Fix (2004) define
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a person as working poor if he or she lives in a poor
household containing one working person. At the
other end of the spectrum we find Maitre et al.
(2012), who set the working criterion to full-time
full-year employment. The different ways in which
the working poor are distinguished from the non-
working poor reflect a substantial definitional prob-
lem — that is, what kind of phenomenon are we
actually investigating? The working poor problem
could, after all, be an unemployment problem —
which is something that has fundamental policy
implications, changing the focus from wage-setting
to job creation.

Because labour markets are gendered, measures
of in-work poverty tend to produce systematic, and
sometimes at first glance, counterintuitive, gender
differences. As it seems, the family offers better pro-
tection against in-work poverty for women than for
men in similar situations. Women with weak labour
market positions and low-wage incomes often share
a household with a full-time working husband and
are therefore less likely to be defined as working
poor. Full-time working men, on the other hand, are
more likely to share a household with a wife who has
a low-wage or no income at all, which increases the
in-work poverty risk (Crettaz, 2011; Maitre et al.,
2012). We will also observe between-country in-
work poverty differences that are generated by dif-
ferences in the organization of families. Both
Lohmann (2009) and Crettaz (2011) show, for exam-
ple, that the in-work poverty rate among full-time
employed Spanish males is relatively high not
because they have very low wages, but because they
are the sole breadwinners in large families. At the
same time, concerns are raised that an increasing rate
of non-standard employment, given the gendered
labour market, will affect women more negatively
than men (Van Lancker, 2012). It is also the case that
young people in the Nordic countries are more
exposed to in-work poverty than are young people in
most other European countries. One reason for this is
that young people in the Nordic countries have the
ability or, put in another way, are rich enough to
leave the parental home at a relatively early age
before they are fully established on the labour mar-
ket, which means that they are not protected from
poverty by the parental household during the

transition from education into the labour market
(Hallerdd and Ekbrand, 2014; Larsson and Hallerdd,
2011; Maitre et al., 2012).

The ambiguities in the definition of in-work pov-
erty call for more detailed analyses of the working
poor’s labour market positions (Van Lancker, 2012).
That is, we need to know to what degree they are
working, temporarily employed or in some other
kind of labour market position, and to what degree
in-work poverty occurs in transitions between differ-
ent labour market positions and, in that case, in what
types of transitions. We also need to know to what
degree differences between countries are caused by
disparities related to LMTs, that is, whether in-work
poverty in Country A is more common than in
Country B because a larger share of the workforce in
Country A has a peripheral labour market position
and moves back and forth between employment and
unemployment. We also need to know whether the
causes of in-work poverty differ between countries.
It could be, given the standard definition of in-work
poverty, that Countries A and B have the same level
of in-work poverty, but that the composition of the
group working poor is totally different in the two
countries.

Country differences

It is well known that the organization of welfare
states is related to country differences in both gen-
eral poverty (Korpi and Palme, 1998, 2004) and in-
work poverty (Bardone and Guio, 2005; Fraser et al.,
2011; Lohmann, 2009; Lohmann and Marx, 2008;
Pena-Casas and Latta, 2004). The degree of decom-
modification — that is, to what extent redistribution
via social benefits, income protection schemes and
pensions decreases individuals’ and households’
market dependency and market distribution of
incomes (Esping-Andersen, 1991; Scruggs and
Allan, 2006) — can, at least partly, explain differ-
ences in between-country poverty rates (Korpi and
Palme, 1998). Depending on commonalities in insti-
tutional labour market arrangements, countries have
been clustered, as an analogue to welfare regimes,
according to their labour market regimes (e.g. De la
Porte and Jacobsson, 2012; Gallie, 2007; Visser
et al., 2009). As shown by Lohmann (2009), labour
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Table I. Countries in the study and regime type
classification.

Country Regime

Denmark Nordic
Finland

Norway

Sweden

Ireland

United Kingdom
Austria

Belgium

The Netherlands
Cyprus

Spain

Greece

Italy

Portugal

Czech Republic
Estonia

Hungary
Lithuania

Anglo-Saxon

Continental European

South European

East European

Latvia
Poland
Slovenia
Slovakia

market regime features, such as centralized wage
bargaining, have an important impact on pre-transfer
in-work poverty, while welfare state redistributive
features are vital to understanding the final post-
transfer in-work poverty. Hence, it is the combina-
tion of labour market and welfare state features that
explains country differences in in-work poverty.
Even though welfare regimes and labour market
regimes are related to different institutional charac-
teristics, the actual clustering of countries often
looks very similar, which basically reflects the inter-
dependency between the organization of the labour
market and the welfare state.

One way of understanding how labour market and
welfare regimes affect in-work poverty is to relate
regime features to theories of labour market segmen-
tation, according to which labour markets can be
divided into a core and a periphery (Atkinson, 1984;
Barron and Norris, 1976; Ellingsaeter, 1998; Gallie
et al, 1998). Work in the periphery is typically

characterized by low skill levels, short-term insecure
contracts, part-time work and, consequently, low
wages (Kalleberg, 2003). Looking at the current
development in the EU, there is a trend towards
growth in employment both among the highest skilled
professional and managerial positions and the low-
skilled peripheral occupations primarily within the
service sector (Marx and Nolan, 2014), generating
what Standing (2011) refers to as the precariat. The
way in which labour market regimes are organized
will, in the first instance, affect the relative size of the
core and peripheral labour force. Labour market
regimes will also have an impact on how deep the
dividing line between the core and periphery is and
what type of peripheral labour force exists. The wel-
fare state will affect to what extent a peripheral labour
market position causes in-work poverty. The distinc-
tion between core and peripheral labour market posi-
tions is also central in relation to the definitional
ambiguities surrounding in-work poverty. A high
degree of in-work poverty among the core labour
force indicates that in-work poverty is, after all, a low-
wage problem, while a high prevalence of in-work
poverty among the peripheral labour force would
indicate that in-work poverty is an unemployment
problem.

We will use a typology of labour market/welfare
regimes with five different categories: Nordic, Anglo-
Saxon, Continental European, Southern European
and Eastern European. The classification of countries
is shown in Table 1. As can be seen, the analysis does
not cover all EU-SILC countries. The reason for this
is that the data needed for the longitudinal analysis
(see below) are not available for all EU-SILC coun-
tries. This is of course unfortunate, and especially
Continental Europe is poorly represented, with both
Germany and France missing. This typology largely
follows the three worlds of welfare capitalism origi-
nally suggested by Esping-Andersen (1991), with the
addition of a Southern European cluster (Gal, 2010)
and a block of Eastern European former communist
countries. Whether all countries actually fit the
regime type they have been assigned to is another
explorative empirical issue. The countries included in
the analysis are pragmatically selected. They are the
EU-SILC countries that have provided the longitudi-
nal data necessary for extracting the LMTs and for
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conducting the required multivariate analyses (see
below).

The Nordic countries have an inclusive employ-
ment regime, where polarizing tendencies in the
labour market are counteracted by employment poli-
cies, a strong safety net (Gallie, 2007) and well-
developed active labour market policies, family
policies and educational systems (Nikolai, 2012).
Industrial relations are organized with trade unions
and employer associations that are highly self-regu-
lating (Visser, 1996). Policies are aimed at reducing
differentials between different types of employees
(Gallie, 2007; Visser et al., 2009). Accordingly, we
expect to find low in-work poverty rates among the
full-time employed core labour force. The outcome
among individuals with more peripheral labour mar-
ket situations is less clear. Most income maintenance
programmes are tied to work-related eligibility crite-
ria (Bengtsson and Berglund, 2012; Jergensen, 2009;
Junestav, 2011). Thus, we expect to find the working
poor in the Nordic countries first and foremost
among people with a peripheral labour market posi-
tion. Because of early nest leaving, we also expect to
find that young people are at high risk for in-work
poverty (Halleréd and Ekbrand, 2014; Larsson and
Hallerdd, 2011). The Nordic countries represent
almost the archetype of a dual-earner system. Hence,
we expect to find small gender differences in in-
work poverty.

The Anglo-Saxon countries are examples of mar-
ket employment regimes in which the relationship
between capital and labour is characterized by non-
intervention or absenteeism on the part of the state
(Visser et al., 2009: 49-51). Given that these are
more self-regulated market regimes, we expect to
find that differentials between employment statuses
primarily reflect skill differences. However, the
existence of minimal employment regulation could
result in a ‘relatively high risk of polarization’ among
more vulnerable groups at the margins of the labour
market (Gallie, 2007: 20). In relation to in-work
poverty, we expect to find relatively high poverty
rates both among sections of the low-skilled core
labour force and among working people with a
peripheral labour market position. Although the
focus is on getting people into jobs, the difference
between the male and female employment rate is

considerable, reflecting the lack of a comprehensive
dual-earner policy. As a consequence, we expect to
find that in-work poverty among the male core
labour force is a consequence of low wages and high
support burden.

The Continental European countries are gener-
ally characterized by high spending on both invest-
ment-related and compensatory social policies
(unemployment benefits and old age insurance)
(Nikolai, 2012). In contrast to the Nordic countries,
these ‘Bismarckian welfare systems’ are strongly
oriented towards the male-breadwinner model and
categorized in a dualist employment regime, with
less focus on common employment rights and larger
differences between insiders and outsiders (Gallie,
2007; Palier and Martin, 2007). Just as in the Nordic
countries, due to work-related performance and
merit, we expect to find that in-work poverty is
mainly a problem for people in a peripheral labour
market position, while the full-time employed with
permanent contracts are well-protected from poverty
(Van Lancker, 2012).

The Southern European countries could also be
classified as having a dualist employment regime
(Visser et al., 2009). Compared to the northern parts
of Europe, active labour market policies and employ-
ment policies (e.g. to increase female labour force
participation) are underdeveloped. There is a
stronger element of compensatory welfare policy
with higher levels of expenditure on unemployment
benefits and on old age insurance (Nikolai, 2012).
As the institutionalization of capital and labour is
weak, unions often use the strike weapon to achieve
their ends (Visser, 1996), which most often protects
the core labour force and leads to a sharp insider—
outsider divide. Thus, we again expect to find that
in-work poverty is a problem for people with a more
insecure labour market situation (Van Lancker,
2012). However, low female labour force participa-
tion, high youth unemployment and late nest leaving
also mean that we expect to find in-work poverty
among males within the core labour force (Crettaz,
2011; Halleréd and Ekbrand, 2014).

The East European countries’ main characteristic
is national agendas dominated by ‘business-friendly’
free market regulations, underdeveloped industrial
relations and very low levels of social expenditure

Downloaded from esp.sagepub.com at Ministerie van SZW on December 23, 2015


http://esp.sagepub.com/

478

Journal of European Social Policy 25(5)

(De la Porte and Jacobsson, 2012; Kohl and Platzer,
2007), which could be described as a market employ-
ment regime with low compensatory social policies.
The statutory minimum wage is significantly lower
in comparison with EU-15. These countries also
spend less on social protection, and expenditures on
active labour market policy and family policy are
very limited (Aidukaite, 2011; Nikolai, 2012). Given
this, we expect to find that in-work poverty is large
not only among those with a peripheral labour mar-
ket situation, but also relatively common among the
core labour force.

LMTs

At any point in time, people can be assigned a spe-
cific relationship to the labour market: full-time
employed, self-employed, inactive, student, unem-
ployed and so on. These positions, which from a
cross-sectional perspective appear to be fixed, are
always more or less temporary over time. Rather
than dividing people into specific categories depend-
ing on their current labour market position, we
should try to understand different employment posi-
tions as existing along a continuum from total inclu-
sion in the core labour force, different forms of
peripheral labour market positions, to total exclusion
from the labour market. Also, what from a static
position look like identical labour market positions
can in a longitudinal perspective in fact be very dif-
ferent transitions. It is one thing to be temporarily
unemployed during the transition from higher edu-
cation into employment, and a completely different
thing to start out as a full-time employee and then be
pushed into unemployment, only to end up in an
early retirement scheme (Hallerod et al., 2013;
Hallerdd and Westberg, 2006). In our analysis, we
will use EU-SILC data in a, to the best of our knowl-
edge, novel way and, based on longitudinal data, dis-
tinguish a set of LMTs that will reveal what types of
dominating labour market positions exist within the
EU. Distinguishing between different LMTs among
the working poor will provide vital knowledge about
in-work poverty, thus telling us to what degree the
working poor are part of the core labour force or to
what degree they are found in different peripheral
positions.

Data, operationalization and
methods

We use an EU-SILC longitudinal dataset from 2007
and 2008. The data make up a representative sample
of the total population, but in this case we have
restricted our sample to people aged 16—65: the
working population. The EU-SILC panel data follow
a 4-year cycle, which means that every individual is
followed for 4 years and that every year, a fourth of
the sample is replaced by a new panel section. An
effect of this procedure is that the fewer years we
study, the larger sample we get. In order to have a
sufficient sample, we have decided to use a 3-year
panel. In a first step, we have selected those who par-
ticipated during the period 2006-2008. In order to
further boost the sample size, we have also added the
sample section that participated during 2005-2007.
When calculating LMTs (see below), we used the
full sample (N=167,454), but in further analyses, we
analyse those who were employed or self-employed
at least 6 months during the past 12months of the
observation period (N=93,178). That is, our final
sample includes the population that, in the in-work
poverty literature, is most commonly defined as
working.

Dependent variable

We use the standard EU definition of poverty, that is,
a person is defined as poor if he or she lives in a
household with an annual equivalent disposable
household income that falls below 60 percent of the
median equivalent disposable household income in
his or her country. We are aware of the intense debate
about this definition and, for that matter, other ways
of defining and operationalizing poverty (compare
Bradshaw and Mayhew, 2011; Guio et al., 2012;
Hallerdd, 1995; Hallerdd and Larsson, 2008b), but
this is not the place to delve into that discussion. We
use the standard definition because this is the way
poverty has typically been measured in previous
studies of in-work poverty (e.g. Andrefl and Lohmann,
2008; Crettaz, 2011; Fraser et al., 2011; Pena-Casas
and Latta, 2004). We measure poverty during the
third observation year. The country-specific in-work
poverty rates are shown in Appendix 1.
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IMTs

At each annual interview, respondents are asked to
give a 12-month retrospective description of their
main activity. For every month, nine alternatives are
offered:

Employee (full time);
Employee (part time);
Self-employed (full time);
Self-employed (part time);
Unemployed;

Retired;

Student;

Other inactive;

Compulsory military service.

We use this information to derive clusters of spe-
cific LMTs. As a first step, before moving on with the
cluster analysis, we reduce the number of main activity
positions. The ninth category is very small and exists
only in some countries, and therefore this group is
excluded from the analysis. We also collapse full-time
and part-time self-employed. As a consequence, seven
clusters, those who do not change position during the
observation period, are given from the beginning.
Among the non-static, transitions are observed on a
monthly basis during a 3-year period, which gives 73
theoretically possible transitions. The cluster analysis
handles each observed month as a single variable and
looks for a solution that minimizes the number of
unique combinations during the 36-month period.!
The cluster analysis reduces the complexity of the data
into 34 clusters that describe different LMTs. Once we
have derived the clusters, we start a manual process of
reducing the number clusters. This process is neces-
sary both from a theoretical and practical perspective,
as we need clusters that are both theoretically inter-
pretable and statistically manageable. Some clusters
are deleted automatically because none in these groups
fulfils the working criteria set for the third observation
year, for example, full-time employed who move into
retirement, those who move from employment into
unemployment or/and inactivity that lasts more than 6
months, and those who are more or less permanently

excluded from the labour market during all 3 years.
Thereafter, we reduce the data by merging clusters
with similar main activities and, finally, we end up
with six different clusters, described in Table 2.

The first group we define as the core labour force.
Here, we find individuals who have been full-time or
part-time employed every month during the 3-year
observation window. The vast majority of this group,
94 percent, is full-time employed and part-timers are
included for practical reasons. The next cluster con-
tains individuals who are moving from a peripheral
position into full-time employment, that is, presuma-
bly into the core labour force. Included, and of equal
size, are also students who are leaving education and
are about to establish themselves on the labour mar-
ket. In the peripheral labour force, we find people who
are mixing different employment positions, the most
common being full-time employment with episodes
of unemployment and/or inactivity. In the next two
clusters, we find the self-employed. They are divided
into a core group, that is, those self-employed for all
36months and a peripheral cluster consisting of peo-
ple who mix self-employment with other activities.
Finally, we have the marginalized peripheral labour
force. Here, we find people who have mainly been
unemployed or inactive during the past 36 months, but
who happen to fulfil the working criteria during the
last 12months of this period. The size of the clusters
in each country is shown in Appendix 1.

Our approach means that we move away from the
static snapshot approach used in most analyses of in-
work poverty. It also means that our definition of
that core labour force is stricter than Maitre, Nolan
and Whelan’s (2012) definition of a full-time, full-
year worker, which only takes into account 1 year’s
experience. Another way of differentiating among
the different labour market positions is to distinguish
between temporary (time limited) and permanent
(without time limit) employment contracts. This is
problematic, as the actual permanence invoked by a
permanent contract varies both within and, espe-
cially, between countries (Van Lancker, 2012). Our
approach avoids this problem because we use infor-
mation about main activity, not type of contract. The
measure also relates to measures of work intensity,
because it is based on the individuals’ monthly
labour market engagement, but instead of giving a
l-year snapshot, it provides information about a
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Table 2. Description of LMTs.

Core labour force

Peripheral labour force

Into core labour force

Core self-employed

Is mainly made up of individuals who, without interruptions, have been
employed full time during all 3 years. Also included in this category are those
who have been employed part time all 36 months. This is a relatively small group
(7%) with generally low poverty rates, which in some countries in fact is zero.
Mainly full-time employed, but who have experienced periods of
unemployment and inactivity. Are also mixing part-time and full-time
employment.

Individuals who were unemployed or inactive in the beginning of the period
but who are moving into employment by the end of the period. Also included
are students who are making the transition from education to full-time work.
Self-employed during all 36 months.

Peripheral self-employed
and inactivity.
Marginalized peripheral labour force

Mainly self-employed but who have experienced periods of unemployment

Are, during the 36-month period, mixing episodes of employment with

significant periods of unemployment and/or inactivity.

more long-term LMT. However, because it is based
on the individual LMT, it only gives partial informa-
tion about household work intensity. Creating LMTs
for all adult household members is possible in the-
ory, but apart from making the analysis additionally
complicated, it would also entail a need to restrict
the analysis to those countries that provide informa-
tion for all household members. Among the 22 coun-
tries in this study, data on all household members are
not available for the Nordic countries and Slovenia.

Control variables

To estimate the impact of LMTs, we need to control for
a number of conditions. During a lifetime, most people
make age-related transitions, first into the labour force
and later out of the labour force. Both these transitions
are to varying degrees associated with unemployment
and other forms of employment interruptions (Hallerod
and Ekbrand, 2014; Hallerdd et al., 2013; Hallerdd and
Westberg, 2006). We therefore control for age and an
age-squared function. The latter is intended to capture
the curve linear impact of age. As discussed above, in-
work poverty is a phenomenon that occurs when
an individual is, at least partly, employed or self-
employed and lives in a houschold that falls under the
poverty line. Hence, in-work poverty risk is not only
dependent on the individual’s LMT and related income,
but also on the number of dependent household mem-
bers, other household members’ employment and
incomes, and of course welfare state arrangements. The

latter aspect is one of the reasons as to why we compare
countries. To control for household situation, we
include variables for household type (single-adult
household with or without children, married or cohabit-
ant with or without children), the number of children
and ratio between number of children and number of
adults in the household. As an indicator of household
work intensity, we estimate the proportion of adults in
the household that are employed or self-employed. For
two reasons, we have chosen not to use the household
work intensity measure provided by the EU-SILC.
First, work intensity is only available for the cross-sec-
tional dataset, not for the longitudinal dataset. Second,
the main component of the work intensity measure
used in the cross-sectional EU-SILC originated from
the information on monthly main activity, that is, the
same EU-SILC question we use to identify individual
LMTs. Finally, we also control for education as an indi-
cator of the individual’s human capital and, because of
the observed differences between men and women, for
gender.

Method

We will use a mixed model type of analysis taking
into account both within- and between-country dif-
ferences (Hox, 2010). We will carry out the analysis
in the following way:

Estimate the null-model, that is, fixed and ran-
dom intercepts;
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Estimate fixed LMT effects on the individual in-
work poverty risk, including the interaction
between sex and LMTs;

Estimate the fixed effect model including control
variables;

To check whether the impact of LMTs varies
between countries, we include random slope terms
for the LMTs and for the interaction between LMT
and sex.

Because we expect to find systematic gender dif-
ferences, an interaction term between sex and LMTs
is included in all models (except, of course, the null-
model). By doing so, and not estimating separate
models for men and women, we get more straight-
forward statistical tests of gender differences.

Results

Descriptive statistics

Table 3 shows the distribution of LMTs. About
S57percent of the in-work population belongs to the
core labour force. In this group, only 2.8 percent were
poor during the third year of the observation window.
Because of the size of the core labour force, they never-
theless make up almost 25 percent of all working poor.
The peripheral labour force makes up 16 percent of the
population. Here, the poverty rate is 8.2 percent, and
close to 22 percent of all working poor is found in this
cluster. A slightly higher poverty rate, 9.3 percent, is
found in the core labour force category. Among all
other LMTs, the poverty rate is above 14percent.
Among the marginalized peripheral labour force,
17percent is working poor. Although the group is
small, less than 3 percent, they still make up 7 percent
of the working poor. Worth noticing is that among the
core self-employed, the in-work poverty rate is 16 per-
cent and among the peripheral self-employed, the pov-
erty rate is 15percent. Adding these groups together,
we can see that more than one-third of all working poor
are self-employed, which corresponds with findings
from previous analyses of in-work poverty (Crettaz,
2011; Goerne, 2011; Halleréd and Larsson, 2008a).

Mixed model analysis

Table 4 shows the results from the regression models.
The null-model provides estimates for the fixed

intercept (overall mean) and the random country
intercept, that is, an estimate of how much each coun-
try deviates from the overall mean. The random inter-
cepts are shown by the solid dots in Figure 1. We find
the highest figures in Greece followed by Poland, and
thereafter three additional Southern European coun-
tries. The only Southern European country below the
overall mean is Cyprus. However, we also find all the
Nordic countries, except Denmark, above the overall
mean. The results for the two Anglo-Saxon countries
differ, with the United Kingdom above the mean and
Ireland clearly below the overall mean. All three con-
tinental countries are found below the overall mean.
The Eastern European countries are very heterogene-
ous, with Poland at one end of the distribution and the
Czech Republic at the other.

In Model 1 (Table 4), we include fixed estimates
for LMTs and the interaction between gender and
LMTs. The odds-ratio varies greatly between LMTs,
basically reproducing the result from Table 3. The
estimate for gender shows that the in-work poverty
risk is higher among men, especially among men in
the peripheral labour force, but less so among periph-
eral self-employed. The variation in the random
intercept decreases somewhat, which is reflected by
the estimates of random intercepts (rings) in Figure 1,
which, compared with the null-model, are generally
closer to the fixed intercept. The greatest changes are
seen for Greece, probably because of the large share
of self-employed, and in Finland, probably reflect-
ing the small size of the core labour force. However,
the overall picture is that the internal ordering of
countries remains relatively intact.

In the third step, we estimated the random LMT
effects (not shown, can be requested from the author).
To our surprise, few estimates were significant, that
is, most estimates did not deviate significantly from
the fixed effects in Model 1. Further, looking at the
significant estimates, it is difficult to find any system-
atic support for the expected labour market regime
differences. For example, we did expect that, in the
Nordic countries, the in-work poverty risk would be
low among the core labour force and high among
those who are transitioning into the labour force. But,
this seems to be the case only for Finland and Norway,
not for Denmark and Sweden. The poverty risk is
also relatively high for the core labour force in Italy,
but not in the other Southern European countries.
Neither does the analysis reveal any systematic
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Table 3. Distribution of LMT clusters, poverty rates and distribution of the poor.

LMTs frequency LMTs percent In-work poverty Distribution of in-work
rate poverty
Core labour force 53326 572 2.8 24.8
Core self-employed 8931 9.6 16.0 23.6
Into core labour force 7929 85 9.3 12.2
Marginalized peripheral labour force 2505 27 17.0 7.0
Peripheral labour force 15978 17.2 82 21.5
Peripheral self-employed 4509 4.8 14.6 10.9
All 93178 100.0 1.3 100.0

gender difference; the country pattern looks largely
the same for men and women — out of 132 estimates
for gender differences per employment type and
country, only nine significantly differed from zero.

In Model 2, we also include a set of control varia-
bles, which, as expected, additionally decreases the
fixed effects of LMTs. The impact of LMTs is never-
theless highly significant, that is, in-work poverty is
still related to peripheral labour market positions and
self-employment. The addition of controls only mar-
ginally decreases the random intercept variance. In
Model 3, we extend the model to include random
LMT estimates (random slopes). This improves the
model, and the random intercept variance is decreased.
Also, if we inspect the random effects (not shown), it
turns out that few, in fact only 33 out of 110 random
slope estimates, are significant and that it is very dif-
ficult to find any systematic, interpretable pattern that
can be related to our a priori assumptions.

Conclusion

In-work poverty is a much-discussed, but we wish to
argue, ill-defined social phenomenon. We have tried
to address this lacuna using monthly information
about labour market positions from a 36-month
period in order to construct a set of specific LMTs.
We argue that this provides a more detailed and
diverse picture of the type of labour market positions
people experience as well as a better understanding
of the relationship between labour market positions
and poverty. We have used longitudinal EU-SILC
data from 22 countries.

The analysis shows that in-work poverty in
Europe is mainly an unemployment problem and a
problem among the self-employed. All over Europe,

the poverty risk among the core labour force — that
is, individuals who were full-time employed without
interruption during the whole 36-month observation
window — is very low. The only country that signifi-
cantly deviates from the overall European level is
Italy, where the poverty risk in the core labour force
is relatively high, making Italy an interesting coun-
try case that needs to be explored in more detail in
further research. Otherwise, in-work poverty is
mainly a problem for people establishing themselves
on the labour market and for those in a more perma-
nent precarious labour market situation, mixing peri-
ods of employment with unemployment and
activities outside the labour market. We also find, as
expected, high in-work poverty rates among the self-
employed, both among the core group who were
self-employed during the entire 36-month period
and those who have a more peripheral position as
self-employed.

There are substantial differences in the in-work
poverty rate between European countries. To some
degree, these differences follow different regime
types. We find high in-work poverty rates in most of
the Southern European countries and in the United
Kingdom, but also in the Nordic countries, except
for Denmark. In the more heterogeneous transitional
model characterizing Eastern European countries, it
is hard to find a common pattern of in-work poverty.
We did expect to find some systematic country dif-
ferences that corresponded to the classification of
labour market regimes. However, when looking for
systematic country differences, most effects were
insignificant and an overall pattern was difficult, if
not impossible, to find. Thus, the reason why LMTs
explain a substantial part of the variation in in-work
poverty between European countries is not that
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Table 4. Mixed model in-work poverty estimates — odds ratios.
Null-model Model | Model 2 Model 3
Fixed effects
Intercept 0.05%+* 0.027** 0.08*** 0.09%*+*
LMTs — (Core labour force: ref) 1.00 1.00 1.00
Core self-employed 7.49%F* 6.73%k 6.53%k*
Into core labour force 3.45%Fk 2,927k 2.48%k*
Marginalized peripheral labour force 6.55%# 448+ 4.72%
Peripheral labour force 2,77k 2.4 |k 2.35%k*
Peripheral self-employed 6.34+F* 574 5.627%F*
LMTs interactions — male
Core self-employed x male 0.7 I 0.79%* 0.87
Into core labour force X male 1.00 0.97 091
Marg. peripheral labour force x male .14 1.28%* 1.49#
Peripheral labour force x male 1.23* .27+ 1.27
Peripheral self-employed x male 0.79* 0.87 0.9
Gender (male) |.30%+* 1.13% 0.98
Age (z-scores) 0.88*** 0.88*#*
Age square (z-scores) 0.96** 0.95%*
Children per adult in household 0.98# 0.97+*
Number of children 1.20%%¢ 1.2k
Proportion of adults in employment 0.3 ]k 0.3 |k
Household type (couple without children: ref) | |
Couple with children 0.90# 0.89*
Single adult with children |.627%%¢ |.65%%*
Single adult without children 1.9k 1.20%%¢
Education (Primary: ref) | |
Lower secondary 0.68**+* 0.67+%*
Upper secondary 0.4 |+ 0.4 |+
Tertiary 0.2 ]k 0.2 Ik
Random effects:
Intercept (variance) 0.29 0.21 0.19 0.06
Gender (variance) 0.14
Core labour force (variance) 0.19
Core self-employed (variance) 0.54
Into core labour force (variance) 0.33
Marginalized peripheral (variance) 0.12
Peripheral labour force (variance) 0.21
Peripheral self-employed (variance) 0.34
N 93178 93178 93178 93178
Countries 22 22 22 22

Significance: **p<0.001, *5<0.01, *»>0.05, #p>0.1.

LMTs have significantly different effects in different
countries, but because the size of various LMTs var-
ies between countries.

As in most other studies, we find that the self-
employed suffer from a very high in-work poverty

risk (Crettaz, 2011; Fraser et al., 2011; Lohmann and
Marx, 2008). Again it can be concluded that few
countries deviate from this pattern, even though the
risk seems to be somewhat higher in some Southern
European countries. To what degree this result is
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Figure |. Mixed model in-work poverty estimates — random labour market trajectories effects, model 2.

driven by actual hardship among small-scale self-
employed, farmers, for example, or by difficulties
collecting reliable income data from the self-
employed still needs to be investigated. It neverthe-
less seems as if a substantial share, almost 40 percent,
of Europe’s working poor is self-employed.

Relating our results to previous research on in-work
poverty (e.g. Andre3 and Lohmann, 2008; Crettaz,
2011; Crettaz and Bonoli, 2011; Fraser et al., 2011;
Marx and Nolan, 2014), we conclude that it is time for
both policy-makers and social scientists to reconsider

the concept of in-work poverty, at least within a
European context. The concept leads us to believe that
measures of in-work poverty are related to, or caused
by, low hourly wage. However, research has repeatedly
shown that the link between low pay and in-work pov-
erty is weak, while the link between lack of employ-
ment and in-work poverty is strong. What this suggests
is that we need to focus on the actual labour market
conditions that lead to poverty, that is, we need to focus
on unemployment and insecure short-term employ-
ment conditions and the level, duration and
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conditionality of our social protection schemes, not
least among them, unemployment benefits. Recent
analyses of household work intensity and household
joblessness (Corluy and Vandenbroucke, 2014; De
Graaf-Zijl and Nolan, 2011) would seem, from this per-
spective, to be a more fruitful and accurate way of pro-
ceeding when examining the relationship between
employment and poverty. Taking one’s point of depar-
ture from household work intensity also has the appeal-
ing feature of bringing the job situation within the
household to the fore. However, we do believe that it is
important to continue to analyse whether working peo-
ple are paid enough to avoid poverty, but these analyses
should focus on wages by separating low hourly wages
from few working hours. This is an important aspect,
because even though our analysis shows that, across
Europe, the large majority of the employed working
poor has a precarious labour market position involving
a long-term mix of employment, unemployment and
inactivity, we do not know whether all of them or even
the majority has an hourly wage that would lift them
above the poverty line even if they were to work full
time, full year. To shed light on this question, additional
research is needed. Finally, we again wish to highlight
the fact that a large share of the working poor are self-
employed, which points to the need to gain a deeper
understanding of economic conditions among the
self-employed.

The EU 2020 targets stipulate that the EU will have
at least 20 million fewer people in or at risk of poverty
and social exclusion by the year 2020. The way to
reach that goal is not only to reduce the number of peo-
ple who are at risk of (income) poverty and/or social
exclusion, but also to decrease the number of people
living in households with low job intensity. Now, a low
work intensity household is a household in which
working-age members worked less than 20 percent of
their potential during the past year. In cases where
there are, for example, three working-age household
members, two unemployed and one working part time,
there is a possibility that in-work poverty and low
work intensity overlap, that is, that the same individu-
als are covered by both definitions, which is yet
another indication of the problems surrounding the
concept of in-work poverty. However, using the
6-months work criteria when defining in-work poverty
will most probably lead to a situation where, in most

cases, two different populations are identified. That is,
most working poor are not living in a low work inten-
sity household. Thus, our results indicate that lifting
people just above the threshold for low job intensity
will probably have a marginal impact on reducing the
risk of poverty. The low job intensity measure needs to
be more ambitious. But, we will also argue that, as an
indicator of poverty and social exclusion, low job
intensity is an anomaly. The interest devoted to in-
work poverty is related to the strongly endorsed
assumption that paid work will lift people out of pov-
erty. From this perspective, using household jobless-
ness as an indicator of poverty and social exclusion, as
is the case in the EU targets, is problematic. What we
need is knowledge about how much members of a
household need to work to avoid poverty and social
exclusion as well as about what types of labour market
situations, that is, LMTs, lead to poverty and social
exclusion. Hence, unemployment and joblessness
should be treated as a cause of poverty and social
exclusion, not as an indicator of these phenomena.

In line with previous studies, our analysis shows
that the risk of in-work poverty is relatively large
among households with children, especially among
households with many children and among single-
parent households. Because this is a consistent find-
ing, it calls for improved family policies, which most
likely imply a redistribution of economic resources
from households without children to households
with children. Finally, our main conclusion is that a
more nuanced operationalization of individual LMTs
shows that in-work poverty is mainly an unemploy-
ment problem. Very few of those who are fully inte-
grated on the labour market are poor, and it is mainly
the existence of a peripheral labour market that
causes in-work poverty. This calls for policies that
first and foremost fight unemployment, promote
employment security, and that, in the event of unem-
ployment, guarantee unemployment benefits that lift
the unemployed above the poverty line.
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Note

1. To cluster categorical data, with a large dataset of tens
of thousands of cases, the distance matrix used by the
clustering algorithm, ‘Clara’ (Maechler et al., 2014),
was based on a pseudo-Gower metric of dummy
variables.
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Appendix |. Percent in work, in-work poverty rates and LMTs.

In-work In-work Core  Peripheral Into Core Peripheral Marginalized
poverty core  self-emp.  self-emp.
DK 82.9 29 66.0 17.7 6.6 4.0 4.6 .1
FI 72.8 6.3 424 17.9 10.7 19.0 77 23
NO 779 6.9 58.9 24.4 10.0 2.8 3.0 0.9
SE 82.0 5.7 55.9 26.0 8.2 4.0 5.0 0.9
Nordic 78.9 55 55.8 21.5 8.9 7.5 5.1 1.3
IE 63.2 22 52.6 21.2 5.6 13.4 4.6 2.6
UK 732 6.0 61.4 20.3 5.1 8.0 33 1.8
Anglo-Saxon 68.2 4.1 57.0 20.8 54 10.7 4.0 2.2
AT 69.9 5.7 56.5 21.9 6.3 7.1 47 35
BE 63.6 33 6l.1 18.4 7.5 7.0 35 2.6
NL 753 33 60.1 27.5 24 5.1 28 2.1
Continental 69.6 4.1 59.2 22.6 54 6.4 37 2.7
cY 67.4 4.1 6l.1 15.1 7.5 8.8 5.7 1.7
ES 64.8 9.9 49.9 20.0 8.7 1.4 59 4.1
GR 62.4 1.8 39.6 12.6 50 309 82 3.6
IT 60.0 8.7 52.0 15.3 6.0 16.3 7.0 33
PT 67.3 83 59.8 10.9 72 14.0 5.6 2.6
South European 64.4 8.6 525 14.8 6.9 16.3 6.5 3.1
cz 67.8 1.5 67.6 10.1 7.8 8.8 3.6 2.1
EE 67.7 5.8 62.2 14.3 13.0 4.3 3.8 25
HU 59.2 4.2 58.5 19.1 10.5 4.5 42 33
LT 69.6 53 66.1 1.4 9.7 6.3 3.6 3.0
Lv 68.8 47 63.9 15.3 1.3 2.8 42 25
PL 56.6 10.6 478 12.5 12.0 16.0 6.3 5.2
Sl 61.6 3.6 70.6 9.8 9.2 6.6 1.9 2.0
SK 67.2 3.0 67.0 1.3 10.4 34 5.6 24
East European 64.8 4.8 63.0 13.0 10.5 6.6 4.2 2.9

DK: Denmark; Fl: Finland; NO: Norway; SE: Sweden; IE: Ireland; UK: United Kingdom; AT: Austria; BE: Belgium; NL: The Nether-
lands; CY: Cyprus; ES: Spain; GR: Greece; IT: Italy; PT: Portugal; CZ: Czech Republic; EE: Estonia; HU: Hungary; LT: Lithuania; LV:

Latvia; PL: Poland; SI: Slovenia; SK: Slovakia.
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