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Introduction 

 Structure 

  

 What (do) we know vs what the data tells us 
 the story of inequality/poverty and the evidence 

 the (missing) evidence on in-work poverty 
 

 

 What are the issues  
 are they specific to in-work poverty?  

what is it we should we be focusing on? 

 

 Reconsidering the underlying ‘causes’ 
 crisis versus capitalism 

 politics versus policy versus economy 

 

 Conclusions 

 



The social contract under Keynesianism / Breton Woods 

 Demand management for full employment 

 Welfare state benefits/transfers for the unemployed  

Three phases of income insecurity in the neoliberal turn 

 Unemployment with welfare state retrenchment 

 Underemployment with labour market flexibility 

 Under-pay with politics of austerity / fiscal consolidation 

In-work poverty and rising inequality 

A story of in-work poverty 



What we know 

 Rising inequality 

  

 Rising inequality 
 

 

 Squeezed middle 

 

 Declining ‘labour’ shares 

 

 

 Rising flexibility and precariousness 

  

 Part-timing, temping, under-employment, … 
 

 

 

 

 

 



Inequality 







Polarisation 



Wage polarisation 
 

Source: Boehm (2014) 

Percentage Growth of the Quantiles of the Wage Distribution 
 
Change in log real wages along the quantiles of the wage distribution between the two cohorts (79-97) for the NLSY 
and the comparable years and age group in the CPS.   



Source: Boehm (2014) 

Percentage Growth of the Quantiles of the Wage Distribution: Change in log real wages along the quantiles of the wage distribution between 
the two cohorts (79-97) for the NLSY and the comparable years and age group in the CPS.   

Wage Changes by Occupations: Change in average real wages in low-, middle-, and high-skilled occupations for the NLSY and the comparable 
years and age group in the CPS.  

Wage Changes by Occupations 

Wage polarisation 
 



Employment polarisation 
 

Sources: Eurofound, EU-LFS, ECHP, EU-SILC 2005  
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Absolute change in employment by wage quintile, EU, 1998-2010 (thousands). 23 Member States (no data for 
Bulgaria, Malta, Poland and Romania. Absolute growth (in thousands) of a particular job quality quintile. 



Employment polarisation 
 

Sources: Eurofound, EU-LFS, ECHP, EU-SILC 2005  



Employment polarisation 
 

• Relative 
change in 
employment 
by wage 
quintiles, 
1995-2007 

 

• Source: 
Fernàndez-
Macìas(2012)
.  

 



Employment polarisation 
 

• Relative 
change in 
employment 
by education 
quintiles, 
1995-2007 

 

• Source: 
Fernàndez-
Macìas(2012)
.  

 



Employment shifts during the crisis 

Source: Eurofound (2013), Employment polarisation and job quality in the crisis 



Capital-labour shifts 





Source: Onaran and Galanis (2013) 



Source: Onaran and Galanis (2013) 



Source: Stockhammer (2013) 





Flexibility 



Part-time employment 

Source: Eurostat, own elaborations 



Temporary employment 

Source: Eurostat, own elaborations 



Limited duration contracts 

Source: Eurostat, own elaborations 



Underemployment (involuntary part-time) 

Source: Eurostat, own elaborations 



What do the data tell us? 

 Incidence of low-pay 
 

 Differences across countries 

 

 

 Is in-work poverty on the rise? 
 

 In search of a trend 
 

 Differences across countries 

 

 

 Poverty risk and material deprivation 
  

 Risk of poverty and working poor 
 

 Material deprivation 

 



Incidence of low pay 



Low-wage earners as a proportion of all employees (excluding 
apprentices – earning less than two thirds of the median gross 
hourly earnings, 2006 and 2010) 



In-work poverty?? 



In-work at-risk-of-poverty (Full-time, 2013) - % 

Source of Data: Eurostat

Copyright of administrative boundaries: ©EuroGeographics, commercial re-distribution is not permitted

Last update: 28.11.2014

Date of extraction: 09 Dec 2014 17:12:48 MET

Hyperlink to the map: http://epp.eurostat.ec.europa.eu/tgm/mapToolClosed.do?tab=map&init=1&plugin=1&language=en&pcode=tessi250&toolbox=legend

Disclaimer: This map has been created automatically by Eurostat software according to external user specifications for which Eurostat is not responsible.

General Disclaimer of the EC website: http://ec.europa.eu/geninfo/legal_notices_en.htm

Short Description: The share of persons who are at work and have an equivalised disposable income below the risk-of-poverty threshold, which is set at 60 % of the
national median equivalised disposable income (after social transfers). The indicator is broken down by working time (full- and part-time workers).

Code: tessi250

 
 

Source:  EU-SILC 
 
 



In-work at-risk-of-poverty (Full-time, 2005-2013) - % 



Poverty risk 



Source: Eurofound (2004), Working Poor in the EU 



Material deprivation (absolute measures of poverty) 

Source: Eurostat (2012), Measuring Material Deprivation in the EU 



What are the issues with in-work poverty? 

 Definitions 
 

 In search of a problem… 

 

 

 Drivers 
 

 Globalisation 
 

 Activation 

 

 

 Key variables / risk factors 
  

 Individual – Household – Policy 

 



Definitions of the working poor in the literature 



 Believed to be driven by two concurrent forces 
 

– Deindustrialisation, financialisation, globalisation (trade, SBTC), 
polarisation 

• Pressures for low-wage and precarious/insecure employment  

• Economic adjustment via labour, ‘protection’ of profitability 
 

– Activation policies / rising participation (hence, less skilled into 
employment) and rising median incomes (as/if unemployment / 
inactivity declines)  

• Hence, a ‘statistical’ rise in in-work poverty 

 

 NOTE: with unemployment, (a) those remaining at work have higher skills and 
 pay (possible decline in in-work poverty); (b) many households lose their 
 second earners (possible increase in in-work poverty)  

 
(Marx and Nolan, 2012 – GINI Discussion Paper) 

In-work poverty 



 Not so much linked to low-pay (in hourly / wage-rate terms), but to 

– Single-earner households, especially with many dependants  

  hence role of family policies  

– Low work intensities (part-time or part-year)  

    hence role of activation policies 

 ‘Product’ of low-pay and poverty is only at 5-10% of population (Marx & Verbist, 
1998; OECD, 2009 – most low-paid workers (c.70-80%) in multiple-earner hhlds) 

 

Working poor ... better than non-working poor? 

– Underpay – underemployment – low in-work benefits 

– Steping-stone v stumbling-block debate; socialisation & happiness 

 Low-pay may in fact be preventing poverty (allowing the low-skilled to avoid 
unemployment) – contrast low-paid workers with low-paid jobs 

 
(Marx and Nolan, 2012 – GINI Discussion Paper) 

 

In-work poverty 



 What are the complications? 

– Measurement: defining poverty and work 

– Level of analysis: individual (LM status/work) and household 
(income/poverty) 

– Temporal dimension: Real-time? Over reference period (year)? 
Prospectively (risk)?  

 

 What are the key variables? 

– Work intensity and level of earnings 

– In-work and out-of-work benefits 

– Size of household and number of earners 

 

 
 

(Marx and Nolan, 2012 – GINI Discussion Paper) 

 

 

In-work poverty 



Source: Eurofound (2004), Working Poor in the EU 

In-work poverty 



Source: Spannagel (2011) 

In-work poverty 



Considering the issues – evidence in the literature 

 Low pay at work 
 

 Low pay and work intensity 

 

 

 In-work poverty by household/earner type 
 

 Multiple-earners 
 

 Household characteristics 

 

 

 Policy options 
  

 Policies to address low-pay / in-work poverty risk 

 



Low pay and work 
intensity 



Source: Marx and Nolan (2012) 

• Work intensity a 
significant factor – but 
not in all countries 

 

• Sizeable differences 
across countries (10% 
n BEL, 22%in GER) 

 

• No clear VoC / Welfare 
Regimes patterns 

 

 



Source: Maitre, Nolan and Whelan (2012) 
c.28% for single-earner households; 
c.2% for multiple-earner households 

•Low pay a key 
factor 

 

•But shares of low-
paid workers 
lower than for 
population at 
large 

 

 



Source: Marx and Nolan (2012) 

• No overall temporal 
pattern: few saw some 
rise; also some 
substantial declines 

 

• No clear VoC / Welfare 
Regimes patterns 

 

• Possible link with 
activation 
(Netherlands) and 
dualisation (Germany) 
policies? 

 

 



Source: Maitre, Nolan and Whelan (2012) 

•Risks higher with 
alternative 
definitions 
(poverty versus 
vulnerability) 



Household characteristics 
and circumstances 



Source: Marx and Nolan (2012) 



Source: Marx and Nolan (2012) 

Net disposable income of a minimum wage earner as a percentage of equivalent 
median income, by household type, EU, 2009. 



Policy options 



Source: Marx and Nolan (2012) 



Reconsidering the ‘causes’ 

 The key questions 

  

 Permanent (capitalism) or temporary (crisis)?  

 

 Economic (globalisation) or political (austerity)? 
 

 

 

 

 On the ‘impossibility’ and ‘resilience’ of democratic capitalism… 

  

 Streeck and Rodrik 

 

 Resilience and policy choices  



 Impact of the crisis 

 Public de-leveraging: budgetary austerity, welfare state retrenchment 

 Private de-leveraging: falling demand, wage compression 

 Adjustment / asymmetries: current account imbalance correction 
 

  need / policies for internal devaluation  

 

 Impact of globalisation 

 SBTC, outsourcing and routinisation 

 Unskilled migration, race to bottom 

 Fixed e-rates with capital mobility  
 

  need / pressures for internal devaluation  

 

 

Capitalism versus the crisis 



 Two views on the impossibility of democratic capitalism 

 

 Streeck – end of resource pooling with the double de-leveraging 

 internal devaluation both an economic necessity and a political 
choice, given prevalence of / preference for financialisation and 
globalisation 

 

 Rodrik – end of Bretton Woods compromise 

golden straightjacket forcing fiscal consolidation and internal 
devaluation policies, even irrespective of austerity / austerity 
politics 

underlying all this is a tension / conflict between nationalism (nation 
state) and cosmopolitanism (global governance) 

Capitalism versus democracy 



 Welfare-state retrenchment not so obvious 

 Levels of spending rather ‘resilient’ 

 Little evidence for ‘race to the bottom’  

 

 Wage growth (still) an important part of economic mobilisation 

 Overall wages not declining – but whose wages?? 

 Evidence, in the crisis, that demand / consumption matters 

 

 A problem of policy? 

 In-work poverty: finding new policies to address new problems; but 
‘new problem’ may be NOT in-work poverty (despite the working poor) 

 Austerity politics: discovering the means for forward-pooling in the post-
indebtedness era 

Capitalism versus the people? 



Total spending on social protection and unemployment benefits (€pc) 



Wage growth vs GDP growth, 2007-2012 (national currencies, constant prices) 

Source: own elaboration of OECD data 

45o 



Towards a conclusion 

 Is there a problem? 

  

 Extent of in-work poverty and location of poverty risk 
 

 

 

 

 ‘Causes’ versus contributing factors 

  

 Globalisation and austerity versus households 
 

 

 

 

 Policy issues and policy priorities 

  

 Fixing the labour market; making the WS work 

 Meaningful employment and productive jobs 



 Is there a problem of in-work poverty? 
 

 Direct measures of inequality more relevant: yardstick effects and 
market distortions due to (income/wealth) asymmetries (e.g., housing 
exclusion etc) 
 

 Issues of security (prospectively) more important: more so than 
RELATIVE poverty, which fails to capture the absolute and dynamic 
dimensions (future/prospects) 
 

 Issue of low pay predominantly a labour-market / economic-structure 
one: balance between demand/supply of skills; sectoral mismatches; 
slide into a low-pay / low-productivity economy (lack of in-work 
training/investment etc) 
 

 But also an issue of social justice/peace and social cohesion: 
meaningful/rewarding work; fair/equal pay for fair/equal effort 
 

Towards a conclusion 



 Whose fault? 

 

 Trends / global developments/'causes‘ 

WS retrenchment; flexibility; dualisation; austerity / internal devaluation  

 globalisation/trade/SBTC; routinisation/polarisation; flexibility/deregulation 

 

 Conditional/contributing factors 

 at the individual level: employability and skills 

 at the household level: family structure (single parents, number of kids), 
dual earner households, resource pooling (e.g., presence of pensions), 
concentration of wealth / asset holdings 

 at the (welfare) state level: tax progressivity; extent and availability / 
targeting of benefits; provision of services / semi-public goods (mat depr)  
 

Towards a conclusion 



 What does this mean? 

 Austerity politics a symptom, really, of a wider destabilising trend 
concerning the inherent contradictions of democratic capitalism 

 In-work poverty only one – and certainly not the most central – of issues 
 

 What is at stake, really? 

 Labour market: meaning of work and productive employment 

 Welfare state: extent of social solidarity (safety nets) and effectiveness of 
delivery (targeting) 
 

 In other words, work AND poverty rather than IN-WORK POVERTY 

 Both require either control/insularity or coordination/governance at 
supranational scales 

 But, still, much is to / can be done at the local/domestic level (e.g., 
education and family policies) 

Towards a conclusion 



 What should we be looking at? 
 

 Meaningful, productive, skilled and rewarding work 
 

 Employment/standards security but with less job security (flexicurity) 
and weaker pecuniary disincentives (benefits) 

 

 Activation-minded / non-distortive redistributive policies combined with 
strong/generous and effective (targeting) safety nets (esp because 
poverty is not so singularly "caused" but specific / easily identifiable 
factors) 
 

 Conducive macro (e-rates, i-rates, etc) and micro (education, househld 
taxation, housing, etc) policies (policy mix) that will generate less 
(absolute) poverty (material deprivation), both in and out of work 
 
 

Towards a conclusion 



Working poor 

Symptom of the crisis, or the New  

Comparative Advantage? 
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