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INTRODUCTION

’

“The ability to monitor progress is the first prerequisite for effective action.” —

Anthony B. Atkinson

Poverty remains one of the main challenges of our times. Researchers point to
inadequate levels of minimum income protection and stubbornly high levels of
poverty that persist in current industrial welfare states (Cantillon et al. 2019). As
a consequence, a significant number of people are prevented from realizing an
adequate living standard and, hence, from meeting their basic human rights®
(United Nations 1948). But what does a decent income or an adequate living

standard entail?

In order to develop and monitor policies to alleviate poverty and improve
standards of living, valid and high-quality indicators are essential. The social
indicator movement goes back to the sixties. Across the globe, research on social
indicators emerged to measure and compare social development and the impact of
social policies within and across countries (Land and Michalos 2018). In Europe,
especially since the ‘90s, the social dimension appeared higher on the agenda.
With the Lisbon Strategy and the Open Method of Coordination, a common set of
non-binding social indicators was installed to enhance social inclusion and social
rights in the EU (Atkinson et al. 2002). The policy objective to alleviate poverty
was at the heart of the Lisbon Treaty. This objective has been further expressed
more concretely with the EU 2020 target to reduce the number of people in poverty

and social exclusion by 20 million (Vandenbroucke 2017).

! “Everyone has the right to a standard of living adequate for the health and well-being of himself
and of his family, including food, clothing, housing and medical care and necessary social services,
and the right to security in the event of unemployment, sickness, disability, widowhood, old age or
other lack of livelihood in circumstances beyond his control ” (Article 25, UDHR).



This dissertation studies the extent and measurement of welfare state adequacy
and poverty in European welfare states. The mutual relation between the adequacy
of incomes and the necessary expenses of households takes centre stage here. The
thesis builds on reference budgets (RBs), a wide-spread and long-standing
research tradition that examines what households need to spend in order to attain
a given living standard (Bradshaw 1993; Storms et al. 2014). More specifically, |
make use of cross-nationally comparable RBs for adequate social participation to
contribute to the measurement and understanding of the affordability of goods and

services, adequacy of incomes and poverty in Europe.

The current portfolio of social indicators is a useful and multifaceted source for
research (Cantillon et al. 2019; Atkinson et al. 2017). As | will argue in this thesis,
however, it remains incomplete in linking decent incomes to essential needs for
social participation on the one hand and to the affordability of goods and services
on the other. In current studies and policy evaluations, income adequacy and
poverty are generally evaluated with little empirical underpinning of what
constitutes a decent income and how needs differ across households and countries.
At the same time, conventional social indicators largely neglect the impact of
publicly provided or subsidised goods and services that have an (increasingly)
important impact upon the living standard of households (Aaberge et al. 2017;
Verbist and Matsaganis 2014; Verbist 2017). In assessing the out-of-pocket costs
that households face to access essential goods and services, RBs have the
advantage of taking the impact of in-kind policy measures into account that are
aimed at reducing these costs and improving affordability. For example, the
essential private expenses that households have to make to provide their children
with education, given the costs and accessibility of public education, is assessed
and included in the level of RBs. This thesis demonstrates the added value of

combining benchmarks of essential expenses (RBs) with data on household



income to derive social indicators. Accordingly, these indicators take the needs of
households into account, as well as the extent to which cash and in-kind policies

respond to these needs.

In what follows, I will briefly discuss the conceptual framework and the current
research on evaluating living standards and measuring poverty in Europe.
Subsequently, I will give an introduction to the tradition of reference budgets
research and delineate this dissertations’ contributions to that field. In conclusion,
the setup and structure of my doctoral thesis will be outlined and the sum and

substance of each chapter will be revealed.

Defining a minimum acceptable living standard

Throughout the history of poverty and welfare state research, different definitions
of poverty have been proposed. In 1901, Rowntree defined poverty as “having
insufficient resources to achieve the minimal necessary to maintain a physical
condition” (p.86). For Townsend (1979), merely maintaining a physical condition
does not suffice to escape poverty; people should also have the resources to
participate in their society according to “what is customary or at least widely
encouraged or approved” (p.31). Similar to Townsend, the European Union
defines persons living in poverty as “individuals or families whose resources are
so small as to exclude them from the minimum acceptable way of life of the member
state in which they live” (Council of the European Communities 1975). Despite
the wide range of perspectives and approaches to understanding poverty across
Europe, it seems to be widely accepted that poverty centres around an enforced
lack of resources, that it is a multidimensional and complex problem and that what
is perceived as minimally acceptable can vary between societies as it is related to

social participation (Decancq et al. 2014; Van den Bosch 2001).



In the literature, a common distinction is made between absolute versus relative
definitions of poverty. As has been argued by Goedemé & Rottiers (2011), this
distinction is not clear-cut and might confuse more than it clarifies. This becomes
clear in reading Amartya Sen’s (1985, p.169) argument that: “Poverty is not just a
matter of being relatively poorer than others in the society, but of not having some
basic opportunities of material well-being — the failure to have certain minimum
capabilities”. Sen defines poverty not in terms of income, but in terms of
capabilities, i.e. the total set of possibilities available to a person. This allows for
a distinction between an absolute set of minimum capabilities and the required
resources that are relative to societal circumstance and personal abilities (Sen
1985, 1983). For instance, a person in bad health requires more resources to obtain
the same set of capabilities than a person in good health. Similarly, when that
person lives in a society with an accessible health care system, fewer resources are
needed compared to a society with high socio-economic barriers to access health

care.

Hence, the primary question is: how can we define a minimally acceptable
standard of living or a set of basic capabilities and how can we take the variability
in the societal context and personal features into account? This is essentially a
normative matter and depends on common values, customs and a certain level of
consensus in society on what constitutes a minimum acceptable way of life (Van
den Bosch 2001; Goedemé and Rottiers 2011). Sen himself never developed such
a list of basic capabilities, but others (e.g. Doyal and Gough 1991; Nussbaum
2001) made valuable attempts at defining a normative framework regarding what

is needed to operationalise a minimally acceptable living standard.

This thesis makes use of RBs for adequate social participation which are built on

a sound theoretical framework regarding social participation and human needs



(See Storms 2012). The RB approach can be seen as an attempt to answer the
question ‘what is a minimally acceptable living standard in society?’” Moreover,
by estimating the minimum economic resources specific household types need to
obtain an adequate living standard, RBs reveal the link between a decent income
that is relative to circumstances, and universal human needs or basic capabilities.
In chapter 1, this theoretical framework is described more thoroughly and
validated with the aim of developing an adequate income standard in a European
context. Before expanding on the research tradition of RBs, | will first turn briefly
to other approaches from the literature that have tried to translate the question of
‘what is minimally acceptable’ into indicators to evaluate the adequacy of living

standards and identify the poor.

How to evaluate standards of living and measure poverty?

A wide variety of indicators exist to evaluate the adequacy of living standards and
to measure poverty. Decancq et al. (2014) single out three important questions that
need to be addressed. The first question is ‘poverty of what?” Many scholars have
translated ‘a lack of resources’ in terms of insufficient income. However, focusing
too narrowly on income has been criticized (e.g. Stiglitz et al. 2009). Some authors
argue that consumption is a more direct indication of a person’s actually achieved
living standard since it is less volatile and takes savings and ownership into
account (Ringen 1988; Meyer and Sullivan 2012). But measuring consumption
also raises problems. Actual spending data neglects debts, conceals individual
preferences and is less suitable for policymakers since it does not reflect the
opportunity to reach a certain living standard (Notten and Guio 2019; Atkinson
2019).

Importantly, income and consumption measures usually do not take the value of

in-kind benefits into account, neglecting variations in publicly provided or



subsidised goods and services. A growing number of studies attempt to include in-
kind benefits when estimating poverty or evaluating social policies (Garfinkel et
al. 2006; Verbist and Matsaganis 2014; Aaberge et al. 2017). The general approach
by these studies is to impute the value of publicly provided or subsidised goods
and services, and to add these amounts to standard measures of cash disposable
household income, generating a measure of ‘extended income’(e.g. Verbist and
Matsaganis 2014; Smeeding et al. 1993). In this approach, the allocation of in-kind
benefits across households is generally based on the production cost, i.e. average
government spending on specific age, income and gender groups. An important
hurdle here is that public spending is largely determined by external factors such
as demographic structure, thus concealing the differential impact across different
types of households. For instance, public spending on care services is higher on
average for children and the elderly than it is for persons at active-age. Focusing
too narrowly on production costs, however, would disregard these groups’ higher
needs for health care or education. Even though there have been attempts to
redefine the income equivalence scale used (e.g. Aaberge et al. 2017; Paulus et al.
2010), more research is required on the needs of families in relation to their access
to public services (see also Cantillon 2017). Though the extended income
approach widens the scope beyond a strict interpretation of income, it remains one-
dimensional and does not include non-cash resources such as health or security.
Alternatively, several researchers are constructing multidimensional vectors to
measure well-being and poverty beyond strictly monetary resources (Stiglitz et al.
2009; Decancq et al. 2019; Alkire and Foster 2011).

The second question is: ‘how can the poor be identified?” This question is about
the search for an appropriate benchmark or poverty line (cf. Decancq et al. 2014).
The most common approach is to specify this threshold either in real terms
(keeping the purchasing power of an income at the level of the threshold fixed), or



relative to average or median income levels in society. The third and last question
Decancq et al. (2014) point out, is the question of how to aggregate poverty at the
individual level to an overall poverty figure in society. Usually, a simple
headcount is used that expresses the prevalence of poverty as a percentage in
society. Alternatively, poverty measures can focus on the poorest of the poor,
saying something about the depth or severity of poverty in the population.

Four methodologies are commonly distinguished to identify the poor. First,
subjective methods are used to ask people directly what they perceive as an
acceptable minimum income. However, subjective indicators are not always
reliable in a comparative framework (Van den Bosch 2001). In his dissertation on
subjective poverty lines, Van den Bosch concludes: “As long as it is kept in mind
that these income thresholds are not really comparable over time and across
countries, and that they may even be misleading concerning the social distribution
of poverty and low income, they could be used as rough indicators of the amount

of income on which social perceptions of minimum income converge.”(Van den

Bosch 2001, p.415)

Secondly, most comparative welfare state scholars and policymakers study living
standards, poverty and the impact of social policy based on statistical monetary
measures. This method makes a distinction between absolute measures such as the
1.99 dollar-a-day threshold of the World Bank and relative measures that usually
assess the threshold as a percentage of median or average income. The at-risk-of-
poverty indicator, set at 60 per cent of the national median equivalent disposable
household income (arop60), is the most commonly used benchmark to measure
income poverty and to assess the adequacy of welfare states across and within EU
countries (e.g. Cantillon et al. 2019; Atkinson et al. 2017). Despite its widespread
use and advantages (see Atkinson et al. 2002) the indicator also has well-known



shortcomings such as it being arbitrary, purely income-based and overly
relativistic (see e.g. Juhasz 2006; Forster 2005; Ravallion and Chen 2011;
Goedemé and Rottiers 2011).

Third, a growing group of researchers is developing multidimensional poverty
lines. This can be done by constructing one indicator for each dimension and
bringing these together in a portfolio of indicators, or more sophisticatedly, by
constructing an aggregated index of individual well-being (see e.g. Decancq et al.
2019; Alkire and Foster 2011). At the European level, the multidimensional nature
of poverty is addressed by combining different indicators (Atkinson et al. 2002).
The at risk of poverty or social exclusion indicator (AROPE) blends three
indicators: the at-risk-of-poverty rate, the severe material deprivation index and
the number of people living in households with low work intensity. The severe
material deprivation index is in itself an example of a multidimensional indicator
(Guio 2005; Guio et al. 2009). A person is considered severely materially deprived
if they live in a household that cannot afford 4 out of 9 items. This indicator reflects
an absolute benchmark of necessities that allows for non-cash resources and
durables to be taken into account. However, the material deprivation indicator has
its limitations, such as the rather arbitrary selection of dimensions and weights
used, the disregard of differences in individual and societal circumstances and its
ambiguous relationship to policy measures (Notten and Guio 2019; Guio et al.
2009; Goedemé and Rottiers 2011).

Finally, a time-honoured research tradition to evaluate the adequacy of living
standards is the budget method. Reference budgets (RBs) are illustrative priced
baskets of goods and services that represent the cost of a given living standard
(Bradshaw 1993; Storms et al. 2014). In this doctoral thesis, | build on RBs for
adequate social participation that have been developed in a cross-nationally



comparable way in two European projects (see Goedemé et al. 2015a; Goedemé
et al. 2015b). The dissertation aims to demonstrate their added value in
contextualising, complementing and amplifying existing social indicators in

Europe. In the next section, | will discuss the history and rationale of this approach.

Reference budgets

Reference budgets (RBs) constitute internationally widespread tools that generally
illustrate what is needed to achieve a ‘subsistence minimum’ or ‘a level of social
participation’ (Storms et al. 2014). The history of RBs dates back to the UK in the
17" century, where researchers were trying to assess the living standards of
average workers, which were generally set at a level of physical survival (Deeming
2010; Fisher 2007). In 1901, a pioneering reference budget was developed by
Benjamin Seebohm Rowntree in order to measure poverty in York (Rowntree
1901). Based on scientific information and interviews with working-class families,
Rowntree priced a food budget sufficient for nutritional adequacy and added small
amounts for clothing, housing and fuel. In the US and Canada, various RBs were
also developed by different actors between 1801 and 1940, mainly aimed at
improving the living standard of urban industrial workers (Fisher 2007). During
this period, the RB approach was disseminated across the European continent. The
first RBs were constructed independently from each other in France, Bulgaria and
the Czech Republic (only nutrition) in the fifties, and mainly based on household
budget survey data. Half a century later, they are still actively being used for policy
purposes, for instance, to measure the extent of poverty in Bulgaria or to assess
the adequacy of minimum income protection in the Czech Republic and France
(Storms et al. 2014). In the sixties, seventies and eighties, several Eastern

European countries adopted similar approaches to construct RBs. Generally, an



expert-based food basket was combined with expenditure-based baskets that
included other physical needs, such as clothing and shelter (Storms et al. 2014).

A decade ago, a different approach was developed in Belgium by Bérénice Storms
and colleagues (Storms 2012; Storms and Van den Bosch 2009) to construct RBs
for adequate social participation. ‘Adequate social participation” was defined as
‘being able to play the various social roles that one should be able to take and make
as a member of society’, in other words; having the opportunity to contribute to
society —e.g. as a child, a citizen, a member of an association and so forth (Storms
2012; Goedemé et al. 2015a). Building on a theoretical framework inspired by
Doyal and Gough (1991), two universal basic needs, health and autonomy and a
set of intermediate needs (or baskets) were identified: adequate housing, food,
clothing, health care, personal care, maintaining social relations, safety in
childhood, rest and leisure, mobility and security. Each basket contains concrete
lists of essential goods and services that are defined based on a variety of
information sources such as (inter)national guidelines, scientific knowledge and
focus group discussions with citizens from various socio-economic backgrounds.
The goods and services are priced through our own price survey of widespread
accessible retailers. The RBs are repriced yearly to follow price evolutions and
completely updated every five years to reflect changing social norms and
expectations (see Storms et al. 2015). The last full update occurred in 20182, The
Belgian RBs and their online applications have been widely used by civil society
actors and courts for financial and debt counselling and in determining income

support (Storms 2020). They have also proven their use in assessing the adequacy

2 The yearly updates of RBs are carried out by researchers at CEBUD, Thomas More. | have
contributed to the large update in 2013 and was responsible for the new round of the focus group
discussions across Flanders.
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of different types of social benefits (e.g. Storms et al. 2015; Storms and Bogaerts
2012).

Although most European countries have experience with developing RBs, their
budgets are usually not comparable, as they are developed for different targeted
living standards and use a wide variety of methods and information sources (for
an overview see Storms et al. 2014). A first attempt towards cross-nationally
comparable RBs has been undertaken by two European projects, funded by the
European Commission and coordinated by the Herman Deleeck Centre for Social
Policy (Goedemé et al. 2015a; Goedemé et al. 2015b). Together with Bérénice
Storms, Tim Goedemé, Karel VVan den Bosch and Sara Stockman, | was part of
the coordinating team on both projects. The method is inspired by the Belgian
approach developed by Storms et al. (2009; 2012) and starts from a common
theoretical and methodological framework. To avoid arbitrary differences across
countries as much as possible, we made use of a stepwise standardised and
harmonised approach, with extensive coordination, well-defined specific
household types, transparent premises and common procedures. Teams of national
researchers and experts translated the common list of needs into country-specific
priced baskets of goods and services, relying on a wide variety of information
sources such as public regulations and guidelines, scientific knowledge and
opinions of citizens in focus groups (Goedemé et al. 2015a; Goedemé et al.
2015b). In the ImPRoVE project (2012-2016) complete RBs have been developed
for four well-defined family types, living in six large cities, namely Antwerp,
Helsinki, Barcelona, Milan, Athens and Budapest (Goedemé et al. 2015b). In the
context of the EU pilot project (2013-2015), 26 EU Member States have developed
comparable food baskets that illustrate what is minimally needed for a healthy diet
for three different family types (Goedeme et al. 2015a) (see chapter 2 for a more
in-depth discussion of the methodology and the resulting food baskets). Eight of
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these countries also constructed baskets for adequate housing, personal care and
health. Despite many challenges of robustness (addressed in the conclusion of this
dissertation), both EU projects have made some first important steps towards

enhancing substantive comparability (for a discussion, see Goedemé et al. 2015a).

RBs are, by nature and necessity, the result of teamwork. | had the honour of
contributing to the development of cross-nationally comparable RBs in Europe,
both in terms of design, data collection and analysis. This dissertation largely
builds on this common effort and explores how RBs can be used for a comparative
study of European welfare states, the impact of social policy and the measurement
of poverty. In comparing these benchmarks of essential expenditures with the cash
income available to private households across EU countries, the aim is to derive
indicators that assess affordability, welfare state adequacy and poverty, whilst
taking the availability and affordability of essential (subsidised) goods and

services into account.

Contributions and outline of the thesis

My dissertation consists of two main parts: (1) the first part discusses the
theoretical and methodological framework, and, (2) in the second part, RBs are
used to contextualise and construct new policy indicators across a wide selection
of European Welfare States. The chapters in the second part will consecutively
address (1) the affordability of essential goods and services, (2) the adequacy of
tax-benefit policies, and, (3) the measurement of poverty. | focus on the able-
bodied working and non-working population at active age with or without
children. Hypothetical household simulations of out-of-pocket costs and net
incomes are used in chapters 4, 5 and 6, and applied to representative income data

(EU-SILC) in chapters 3, 4, 7 and 8, thus building new indicators to measure
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adequacy and affordability, demonstrating how both concepts are strongly
interlinked.

In the first part of the thesis (chapters 1 and 2), the theoretical and methodological
framework that was used to develop cross-nationally comparable reference
budgets in the EU pilot project is discussed (Goedemé et al. 2015a). In order to
develop a benchmark of ‘adequacy’ that is substantively comparable across EU
member states, chapter 1 investigates whether people have a similar understanding
of what constitutes an acceptable minimum income across Europe. The chapter
builds further on the theoretical framework developed by Bérénice Storms (2012),
starting from the concept of ‘adequate social participation’ and the theory of
‘human need’ (Doyal and Gough 1991). Collaborating with my supervisor Tim
Goedemé and co-authors Otto Swedrup, Karel VVan den Bosch and Bérénice
Storms, we endeavoured to validate this theoretical framework in the light of
existing formal and informal expectations across Europe. For the formal social
expectations, we relied on EU guidelines and legal regulations, while the informal
social expectations were assessed by analysing three focus group discussions in
all participating EU capital cities. The chapter concludes that there is quite some
common ground in terms of essential social positions and needs that should be

fulfilled in order to participate adequately in society.

In chapter 2, Elena Carrillo-Alvarez, Hilde Boeckx, Bérénice Storms, Tim
Goedemé and | illustrate how this theoretical framework for adequate social
participation can be applied to develop a comparable monetary benchmark in the
European Union. The chapter is based on the common method and results from
the EU pilot project, where we have developed cross-country comparable food
reference budgets in 26 European countries (Goedemé et al. 2015a). The main

starting point for developing the food baskets was the national food-based dietary
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guidelines (FBDGs). Guided by extensive coordination and standardized
procedures, a national nutritionist translated these guidelines into concrete and
acceptable food baskets in each country, supported by survey data and focus group
discussions. Ultimately, the food baskets were priced at market prices following a
common procedure. The resulting comparable food baskets can be used in addition
to FBDGs for the promotion of healthy eating and the prevention of food

insecurity, which is further illustrated in chapter 4.

In the second part of this dissertation, | show how (comparable) reference budgets
can be used to (1) measure affordability, (2) evaluate the adequacy of tax-benefit
policies and (3) measure poverty in Europe.

In chapters 3 and 4, RBs are used to develop needs-based indicators of
affordability. Affordability’ is defined as “households’ ability to afford a specific
good or service without being forced to under-consume other essential goods and
services”. Traditional indicators of affordability are usually based on actual
household spending on a specific good or service relative to the households’ total
expenditure or income, often as compared to a fixed cost-to-income ratio (e.g.
Miniaci et al. 2008; J. Chen et al. 2010). These indicators neglect the interaction
between adequate incomes and the necessary out-of-pocket costs households face,
not only to access one specific good but also to access all other essential goods
and services (see also Stone 2006; Garcia-Valifias et al. 2010b; Heylen and
Haffner 2013). This dissertation demonstrates how RBs constitute useful tools in
developing complementary indicators that assess affordability problems based on
what households minimally need, without being determined by individual

preferences or budget constraints.

In chapter 3, Josefine Vanhille, Tim Goedemé, Leen Van Thielen, Bérénice

Storms and | propose an indicator of water affordability based on the minimal
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amount of water necessary to participate adequately in society. This needs-based
indicator is applied to a representative survey of households in Flanders (EU-
SILC), to measure the proportion of households for whom the cost of essential
water use exceeds a predetermined income threshold. We compare the results to
current affordability indicators that rely on households’ actual water expenses and
find that both indicators identify partially different at-risk groups. Using both
indicators in a complementary way can help set fair and just water tariffs that
improve equal access to water for vulnerable groups, while at the same time

promoting sustainable water usage.

In the fourth chapter, in collaboration with Tim Goedemé, | assess the affordability
of a healthy diet for people living on a low income. We argue that current policies
and (comparative) studies addressing food insecurity in Europe (e.g. O. Davis and
Geiger 2017; Loopstra et al. 2015), rarely focus directly on the lack of sufficient
income as a driver of food insecurity and unhealthy eating. The article makes use
of the cross-nationally comparable food baskets developed for capital cities in 24
European countries® (see chapter 2). Based on representative income survey data
(EU-SILC), we estimate the proportion of people living in urban areas with
insufficient income to access a healthy diet, before and after housing costs.
Secondly, the cost of a healthy diet is also compared to the level of minimum
incomes for specific household types. We showed that especially in poorer EU
countries, such as Bulgaria, Romania and Greece, many people experience
financial constraints to access healthy diets. However, also in several richer
member states, social assistance recipients or minimum wage single-earners lack

resources to access a healthy diet together with other essential goods and services.

3 In this paper we exclude Denmark and the Netherlands, as they used a different pricing method
and are hence not fully comparable.
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In chapters 5 and 6 of this thesis, the adequacy of tax-benefit policies is evaluated
whilst taking the availability and affordability of publicly provided or subsidised
goods and services into account. Spending on services such as health care and
education generally constitutes half of social welfare spending (OECD 2014a),
which has important distributional effects (Verbist and Matsaganis 2014).
Moreover, in various countries, minimum income support is complemented by
cost-reducing means-tested benefits such as housing subsidies and social tariffs
for heating and energy (Frazer and Marlier 2016; Immervoll 2012). Nevertheless,
these in-kind benefits are often neglected in traditional analyses of welfare state
adequacy.

In chapter 5, Bérénice Storms, llse Cornelis and | argue that RBs are well suited
to the construction of a needs-based EU policy indicator to monitor the right to an
adequate minimum income protection, as is included in the European Pillar of
Social Rights (EPSR). The EPSR takes a rights-based, normative and broad
approach to adequate incomes, that goes beyond cash income by including labour
market inclusion and access to affordable goods and services of good quality (see
European Commission 2017). This paper proposes an indicator that combines the
essential out-of-pocket costs that families face through RB research with the net-
income they receive through the tax-benefit micro-simulation tool HHoT
(Euromod) (see Hufkens et al. 2016a; Marchal et al. 2018b). The added value is
illustrated through the case of Belgium (Storms and Van den Bosch 2009). We
assess the adequacy of social assistance, unemployment insurance and the
minimum wage for a wide range of household types in Flanders and look at
changes over the last decade (2008-2017). The paper shows how the indicator is a
useful policy tool that allows for a broad view on minimum income, including the
impact of access to affordable goods and services, while not losing sight of work

incentives.
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Similar to the previous chapter, in chapter 6 Tine Hufkens, Tim Goedemé,
Bérénice Storms and | use the combination of RBs and micro-simulations of tax
and benefits (HHoT). This time, however, our analysis is specifically focused on
the adequacy of tax- and benefit policies for families with children. Here too, the
premise is that studies examining the adequacy of welfare states - in this case for
families with children (e.g. Adema 2012; W.-H. Chen and Corak 2008; W. Van
Lancker and VVan Mechelen 2015) - fail to properly account for the out-of-pocket
costs families face in accessing essential goods and services. This chapter makes
use of cross-nationally comparable RBs for large cities in six European welfare
states: Belgium, Finland, Greece, Hungary, Italy and Spain (see Goedemé et al.
2015b) to assess the needs-based costs of children between the age of 6 and 17,
while taking publicly provided or subsidized services into account. As a result, we
suggest the child cost compensation indicator, which compares these essential out-
of-pocket costs with simulated child cash benefit packages. Though there is
important cross-national variation, this indicator shows that the cost of children is
not fully compensated anywhere and net incomes of low wage single-earner
families with children are in many cases insufficient to participate adequately in

society.

The last chapters of this dissertation study the use of RBs in the context of poverty
measurement. In a joint effort with Tim Goedemé, Tine Hufkens, Bérénice
Storms, Karel VVan den Bosch and our partners from the ImPRoVE project, chapter
7 illustrates how RBs can be used to contextualise the at-risk-of-poverty threshold.
Using cross-nationally comparable reference budgets for seven large EU cities
(Antwerp, Athens, Barcelona, Budapest, Helsinki, Luxembourg and Milan) (see
Goedemé et al. 2015b), it becomes clear that an income at the at-risk-of-poverty
threshold represents large cross-national differences in living standards across

European welfare states. The budgets show that in the poorest EU Member States,

17



even adequate food and housing are barely affordable at the threshold level,
whereas a decent living standard is much more within reach for those living on the
threshold in the richer EU Member States.

In the eighth and final chapter, collaborating with Irene Cusso, Lauri Makinen,
Tim Goedemé and Bérénice Storms, we take this a step further by demonstrating
how RBs can be used to construct needs-based poverty thresholds, provided that
the necessary adjustments are made. It has been established in previous chapters
that RBs have some advantages compared to other social indicators, particularly
because they illustrate the impact of the cost of (publicly subsidised or provided)
goods and services. In this chapter, we make a first attempt to develop RB poverty
thresholds for Antwerp, Barcelona and Helsinki. The exercise confirms that there
are important challenges to address, including (1) the limited number of specific
household types for which RBs are developed, (2) problems of robustness and
comparability, and (3) the lack of important information in the EU-SILC
microdata for our purposes. Keeping these limitations in mind, we use
representative income data in EU-SILC to estimate the proportion of people with
a disposable income below the RB thresholds for densely populated areas in
Belgium, Finland and Spain. In chapter 7 and 8, we show how poverty profiles
change when RBs are used, compared to traditional poverty measurements.
Results suggest that the at-risk-of-poverty threshold and the accompanying
modified OECD equivalence scale (OECD 2014b), underestimate particular
groups’ poverty risks, such as tenants renting on the private market and children,

relative to that of other groups such as homeowners and elderly.

In the last chapter, I summarize my dissertation’s main findings and limitations. I

conclude with directions for further research and implications for social policy.
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PART l. TOWARDS CROSS-NATIONALLY
COMPARABLE REFERENCE BUDGETS IN EUROPE:
THEORY AND METHODS
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Chapter 1: Exploring common ground for defining adequate

social participation in 24 EU capital cities

Published in a more concise version as Goedemé, T., Penne, T., Swedrup, O., Van
den Bosch, K. and Storms, B. (2019). 'Is there common ground for defining a
decent social minimum in Europe?' in T. Kotkas, I. Leijten and F. Pennings (Eds.)
The Battle against Poverty: Specifying and Securing a Social Minimum (pp. 93-
109), Oxford: Hart Publishers.*

Abstract

Without comparable benchmarks, the cross-national monitoring of the adequacy
of minimum income schemes is impossible. However, it is not so straightforward
to define what comparability means in this context, and how it should be
operationalised. In this paper, we explore the possibility of a comparable
benchmark for a minimum income starting from the concept of ‘adequate social
participation’ in terms of the essential social positions that one should be able to
take, and the needs that should be satisfied in order to adequately fulfil the social
roles associated with these positions. A large-scale project that involved country
teams in all EU Member States, enabled us to develop ‘core lists’ of social
positions and intermediate needs and to validate these using two sources. Formal
social expectations have been explored in terms of commitments of Member States
to international guidelines and regulations; informal social expectations have
subsequently been assessed in three focus group discussions in each of 24 EU
capital cities. Overall, we conclude that there is quite some common ground with
respect to what can be understood under the heading of adequate social
participation. This provides support for efforts aimed at developing comparable
benchmarks to assess the adequacy of social protection schemes.

4 We are very grateful to Toomas Kotkas, Frans Pennings, Ingrid Leijten and the participants of
the Workshop on Specifying and Securing a Social Minimum in Ofiati, Spain, 29-30 June 2017 for
thoughtful comments and suggestions. In addition, we would like to thank all country teams that
participated in the Pilot project for the development of a common methodology on reference
budgets in Europe (see Goedemé et al. (2015a) for the full list of researchers involved in the
project).
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Introduction

In an era of disappointing poverty trends in Europe (e.g. Cantillon et al. 2019),
there is an increasingly urgent call to strengthen the social dimension of the EU in
order to secure a decent minimum income for all. There have been various soft
law initiatives, such as the recently proclaimed European Pillar of Social Rights
(See principle 14 in European Commission 2017), that assess a right to adequate
minimum income protection. However, the right to a decent social minimum or an
adequate minimum income risks remaining a hollow phrase in absence of a pan-
European consensus on its normative content. Furthermore, monitoring the
adequacy of minimum income schemes at the EU level requires the translation of
this theoretical concept into a monetary benchmark that is comparable in a
meaningful way across countries. In Europe, usually the at-risk-of-poverty
threshold is used for this purpose. This threshold defines the adequacy benchmark
as 60 per cent of national median equivalent disposable household income
(Atkinson et al. 2002). This benchmark clearly varies with average living
standards across countries, but it is not clear to what extent it refers to what can be
considered an adequate minimum income. On the contrary, even though the
indicator certainly has its merits, the at-risk-of-poverty indicator is rather arbitrary
and assumes that the minimum resources required for a decent living standard are
a fixed proportion of median incomes. Consequently, it appears to refer to different
levels of adequacy or decency across countries (Goedemé et al. 2019a). So, its
comparability is largely procedural. Is it possible to identify an alternative
benchmark that is comparable also in a more substantive sense? At least, this
would require that the concept of a ‘decent living standard’ could rely upon a
common understanding across Europe. In this paper, we therefore explore whether
such a common understanding is likely to exist. To do so, we focus on the closely
related concept of adequate social participation, connect this with recent theories
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of human needs and use results from a research project on the development of
comparable reference budgets in the European Union.

A venerable and internationally widespread method to define a decent social
minimum is the reference budget approach. In this research tradition, priced
baskets of essential goods and services are constructed, reflecting a certain living
standard, such as ‘minimum adequate’ or ‘participation level’ standards (Storms
et al. 2014). One of the main advantages of the approach is that it gives a clear
understanding of what is perceived as an acceptable living standard in society,
based on different information sources, taking into account the institutional,
cultural and social context. Although most European countries have experience
with developing reference budgets, the budgets are usually not comparable, as they
are developed for varying purposes using a variety of methods (Storms et al. 2014).
If constructed in a comparable way, they could be used to assess to what extent
the essential needs for adequate social participation vary across countries and how
this relates to the commonly used at-risk-of-poverty indicator (cf. Goedemé et al.
2019a). Recently, important steps towards a comparative methodology have been
taken in two related European projects (Goedemé et al. 2015a; Goedemé et al.
2015b), funded by the European Commission and coordinated by the Herman
Deleeck Centre for Social Policy (University of Antwerp). This paper is largely
based on the results coming from the ‘pilot project on the development of a
methodology for comparable reference budgets in Europe’ (Goedemé et al.
2015a). In this project, we have developed a common method to construct
comparable reference budgets that illustrate what families need for adequate social
participation across Europe. Following this methodology, comparable baskets for
a healthy diet were constructed in 26 EU Member States, as well as a basket for
housing, health and personal care in 8 Member States (see Goedemé et al. 2015a;
Van den Bosch et al. 2016; Carrillo-Alvarez et al. 2019b). In this paper, we focus
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on the first step in the process: the search for a common theoretical and normative
understanding of what an acceptable minimum means across Europe. Rather than
focusing on ‘a decent living standard’, we focus on the somewhat more concrete
concept of ‘adequate social participation’. The paper starts from a theoretical
framework on human needs for social participation and, subsequently, explores
whether this resonates sufficiently with formal and informal social expectations

across EU capital cities.

The paper is structured as follows. First, we elaborate on the concept of adequate
social participation. Subsequently, we discuss the theoretical framework that we
take as a starting point for listing a number of essential needs that have to be
fulfilled to enable social participation. In the next section, we rely on two different
methods in order to assess empirically whether there is a common understanding
of adequate social participation across Europe. We first assess ‘formal’ social
norms as laid out by international conventions and European legal instruments
pertaining to the domain of adequate social participation. Subsequently, we rely
on focus group discussions in 24 EU capital cities, carried out in 2015, to explore
whether citizens could arrive at a common understanding of ‘adequate social
participation’. To the best of our knowledge, this was the first qualitative study to
assess in a comparative setting simultaneously in many European countries what
‘adequate social participation’ means and which needs should be fulfilled to be
able to participate adequately in society. We conclude that, at least at an abstract
level, there seems to be sufficient common ground across EU capital cities for a
shared understanding of what adequate social participation should imply. This
suggests that it makes sense to continue this line of research and to try to
operationalise the concept of adequate social participation in more concrete terms
to create a comparable monetary benchmark of adequate incomes in the European

Union.
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Defining adequate social participation

In this paper we focus on the concept of adequate social participation, mainly
because this concept has received quite some attention in national and
international efforts to construct a comparable benchmark to assess the adequacy
of income policies, and in particular reference budgets (for examples and a review,
see Goedemé et al. 2015a; Goedemé et al. 2015b; Storms et al. 2014). We define
adequate social participation as the ability of people to adequately play (take and
make) the various social roles one should be able to play as a member of a
particular society (cf. Storms 2012). This implies that the physical, psychological
and social needs are fulfilled in order to take the different social positions in
society in line with the dominant social expectations associated with them, as
embodied by the institutions of the society in which one lives, and in such a way
that it does not cause harm to one’s possibilities to do so in the future. In addition,
adequate social participation implies that people should be able to contribute to
society not only by playing various social roles, but also by having the opportunity

to redefine their social roles.

There is no standard definition of social participation (e.g. Fudge Schormans
2014). As is clear from above, the definition we propose includes more than
‘participating in the life of the community’ and is broader than many definitions
of social participation (see Levasseur et al. 2010 for a survey of definitions of
social participation). The link between social participation and social roles can
also be found in definitions of social participation in terms of social engagement
or social involvement and more generally in disability studies (e.g. Badley 2008;
Berkman et al. 2000; Utz et al. 2002; Noreau et al. 2004; Glass et al. 2006). In our
view, the main advantage of the definition of social participation in terms of social

roles is its facilitating potential for translating an abstract concept of ‘adequate
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social participation’ into a more concrete monetary benchmark that could capture
the minimum financial resources required for a decent living standard.
Furthermore, its broad and encompassing character aligns it better with the
targeted living standard that is covered by many reference budgets in Europe (see
the review in Storms et al. 2014). Finally, it is probably more in line with popular

Mmeanings of ‘being a member of society’.

We would like to highlight briefly several important elements of this definition of
adequate social participation. First, we define social roles as the social
expectations attached to a position that someone in society takes (cf. ‘scripts for
social conduct’ as in Biddle 1986; Platt 2001).> For the purpose of identifying a
concrete monetary benchmark, we focus on social positions defined in broad terms
(e.g. being a mother, being an employee or being a citizen) which society
recognises as those that its members should be able to play or should be given the
opportunity to take at the minimum. Importantly, social positions should not be
understood as a nearly fixed social status or structural position (cf. Scott 2001). In
contrast, we focus on social positions that everyone should be able to take,
regardless of their socio-economic status. Our focus on the minimum necessities
for adequate role taking does not imply that our definition promotes conformity
with dominant patterns of behaviour. Rather, it stresses the importance of having
the opportunity to comply with dominant social expectations, and of having a real
choice to deviate from the norm if one wants to, without being forced to deviate

from the norm by lack of adequate financial resources.

Second, we define social expectations more broadly as commonly held

expectations regarding what people (are able to) think, have and do, as embodied

5 Several texts that are more accessible are available (cf. Giddens 2001; de Swaan 2007; Marshall
1998).
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by the institutions of a society. We use the concept of ‘institutions’ in a dual way
(cf. Voss 2001): (1) institutions as socially constructed rules; and (2) institutions
as relatively stable patterns of behaviour and interaction, which are often in close
interaction with the latter socially constructed rules. Vrooman (2009b) elaborates
at some length on the kinds and nature of institutions as socially constructed rules.
As emphasised by Vrooman (2009b) one can make a distinction between formal
rules (including meta-rules, rules for government production, third-party
recognition, and formal private contracts), and informal rules (including values,
social norms, conventions, and informal contracts) that regulate society. From this
it follows that for studying the minimum resources required for adequate social
participation, it is essential to study the institutional context in which people live,
and how this affects the social expectations with which they are confronted.
Therefore, in this paper we focus both on ‘formal’ and ‘informal’ social

expectations for defining what an adequate minimum is.

Third, we recognise that society is not a fixed social entity. In fact, systems of
political authority and cultural expectations may be multi-layered (cf. Mau and
Verwiebe 2010), with some forms of political authority being worldwide, some
European, some ‘national’ and others being rather regional or local. The same is
true for dominant cultural expectations which may at the same time grow more
distinct between local regions, while other expectations are becoming European,
and even worldwide. Also, societies can be plural, that is, they can be deeply
divided along cultural, religious, ethnic or other lines (e.g. Nagata 2001). In other
words, when identifying what could be a decent minimum income, we suggest to
pay attention to the dominant social expectations that relate to the place where
people live, including their worldwide, European, national, regional and local

aspects. Obviously, once a common benchmark has been developed, it may be
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useful to study how social expectations and their associated necessities vary
between subgroups in the population.

Fourth, in what follows we focus on the material needs of households, assuming
that the political and institutional context is organised such that it respects and
fosters essential freedoms and is conducive to adequate social participation. Given
our focus on EU Member States, with functional democracies and a middle to high
level of development, we assume that these ‘procedural’ or societal preconditions
are in place (for a discussion of societal preconditions, see for instance Doyal and
Gough 1991). Even so, there is (much) room for improvement, especially now that
some EU member states have weakened the democratic character of their society

and reduced the quality of publicly subsidised goods and services.

Finally, it is important to make clear that we fully recognise that any targeted living
standard unavoidably has a degree of elusiveness, regardless of the exact terms in
which one tries to define it. Even if it would be perfectly clear what is meant with
adequate social participation and if everyone would understand it in the same way,
we do not believe there is one particular threshold that could be identified.
However, this does not necessarily preclude the possibility of estimating a lower
bound on the minimum required financial resources for specific hypothetical
households, an approach that is very common in reference budgets research (cf.
Goedemé et al. 2015a). Still, we are convinced that having one Euro less or more
than this lower bound would not mean a substantial change in one’s ability to
participate adequately in society. In this sense, social participation and the
associated required resources are fundamentally gradual, with important
implications for identifying a specific monetary threshold (cf. Goedemé et al.
2015c).
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Embedding social participation in the framework of human needs®

It is useful to embed our notion of adequate social participation into a broader
theoretical framework on human needs. This provides a stronger basis for
discussing the needs that should be fulfilled in order to be able to participate
adequately in society. In addition, it provides more guidance to reflect upon the
necessities for adequate social participation in terms of concrete goods and
services as well as the relation between individual and household needs on the one
hand, and the characteristics of the social environment (especially the availability,
quality and accessibility of essential goods and services) on the other. In what
follows, we build on different strands in the literature as represented by the works
of Len Doyal and lan Gough, Amartya Sen and Martha Nussbaum. Even though
these normative frameworks cannot be fully reconciled, we consider it useful to

bring some of the insights of these intellectual strands together.

In several papers Sen (e.g. 1987, 1982, 1993) convincingly argues that the living
standard should not be understood in terms of utility (the pleasure we derive from
something) or opulence (accumulated wealth) but in terms of capabilities: what a
person can be or do. These capabilities can range from basic things such as being
free from starvation, play and be healthy, to very complex, interrelated actions and
emotions, including playing various social roles and having self-respect.
Capabilities have to be distinguished from ‘functionings’. Capabilities refer to the
total set of possibilities available to persons, while functionings refer to the subset
of realised capabilities. Sen’s famous example of the difference between starving
and fasting is helpful for explaining the distinction (e.g. Sen 1992). Both starving
and fasting are functionings with a (broadly) similar result in terms of being

hungry. Nonetheless, they greatly differ from each other in that people, who are

6 This section builds on Storms, Goedemé, Van den Bosch, and Devuyst (2013).
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fasting, volunteer to eat less, while starving people do not have any choice at all.
In other words, fasting people may have the capability of eating, but choose not
to, whereas starving people do not have this capability. Therefore, in evaluating
people’s standard of living one should not rely on functionings, but on capabilities.
In this spirit, when developing a benchmark for adequate social participation the
focus should be on what people should be able to be and do, rather than on what

they actually are or do.

Further, another strength of the capability approach is that it takes into account the
variability in the relation between the means and actual opportunities (e.g. Sen
1992, 1990, 2005). People having the same or similar personal resources can have
different abilities to achieve certain functionings, for a variety of reasons.
Examples include physical or mental heterogeneities among persons (e.g.
disability, disease-proneness), disparities in social capital (e.g. whether or not one
can rely on informal care) or cultural capital (e.g. one’s level of literacy),
environmental differences (e.g. climatic or geographic), distinctive societal
positions (e.g. related to labour market status) and unequal access to public goods
and services (e.g. education). In other words, when developing a benchmark for
adequate social participation, it is essential to take the individual situation and
social context into account: not everyone requires the same level of financial
resources (or even the same goods and services) to achieve the same living
standard: this varies with personal and contextual characteristics and

circumstances.

In order to determine the essential capabilities for adequate social participation, it
would be helpful if one could rely on a list of ‘basic capabilities’, dealing with
human needs and including those capabilities that are essential to live the kind of

life that is ‘worthy of the dignity of the human being’ (Nussbaum 2001). While
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Sen himself never proposed such a list, we believe that the list formulated by
Martha Nussbaum (2001) and the hierarchical model of human needs developed
by Len Doyal and lan Gough (1991) are promising examples, which can be used
in the operationalization of the minimum acceptable way of life’. To give people
the ability to fully participate in society (Doyal & Gough) or to live a flourishing
life (Nussbaum), both put forward the same ‘universal needs’ or ‘basic
capabilities’ namely physical health (‘bodily integrity’) and autonomy of agency
(‘practical reason”), which is closely matched to the need for meaningful social
bonding (‘affiliation’). For the fulfilment of these basic capabilities, both propose
a non-exhaustive list of intermediate needs or universal satisfier characteristics
(‘central capabilities’) which contain those ‘inputs’ that, according to the best
available knowledge, contribute to the realization of basic capabilities in all
countries (Doyal and Gough 1991). An important difference between these
theories is that Nussbaum’s list consists mainly of what she calls 'combined
capabilities', which include also the suitable external conditions for the exercise of
functions, while Doyal & Gough make a clear distinction between universal

human needs and the requisite universal societal preconditions.

As mentioned previously, we think that this distinction between needs and social
preconditions is very useful. First, it makes the relation between the social context
in which individuals and households live and the financial resources that are
required for adequate social participation more clear. Second, although we do not
discuss this further in this paper, it can facilitate the elaboration of reference
budgets and makes the process more transparent, which simplifies external

evaluation. In addition, the society in which people live has its own social

7 Note that both texts were developed independently of each other. For a discussion of the
similarities and differences, see in particular Gough (2014).
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prerequisites in order to flourish well: ‘social institutions’ must be maintained.
Examples of social institutions are the family, which takes care of procreation and
the education of children, the economy, which handles the production and
redistribution of scarce goods and services, and social security. In all of these
institutions, people take positions (e.g. parent, employee, volunteer...) in which
others expect something from them and in which they have the permission to act
or to obtain something. These, socially defined and connected duties and rights
associated with social positions, are ‘social roles’. With regard to social
participation, it is important that people can adequately play their different social
roles and are not excluded. Furthermore, they can also participate in the realisation
of essential societal functions and in the process of institutional building (Barca
2009), which has an essentially recursive character (Giddens 1984). In other
words, social participation, defined as ‘the ability of people to adequately fulfil
their various social roles’, implies elements of belonging as well as contributing.
Further, as mentioned in the previous section, our understanding of adequate social
participation also includes the capability of redefining one’s social roles (i.e. ‘role
making’). To conclude, given the clearer distinction between individual needs and
societal preconditions, we chose to build further on Doyal and Gough’s (1991)
Theory of Human Need.

We slightly modified Doyal and Gough’s original list of intermediate needs to
adapt it to the current European context and our purpose of creating reference
budgets that could provide a monetary benchmark for adequate social
participation®. Of course, such a list of needs is not sacrosanct, and could be

organised differently, but it has proven to serve usefully our purposes for

8 A brief literature review of the relevance of each of these intermediate needs can be found in
Goedemé et al. (2015b; 2015a)
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developing reference budgets. Also, it should be stressed that most of the elements
covered by this list can also be recognised in other attempts to define the minimum
for adequate social participation, a life in accordance with human dignity, a
‘flourishing life’, or ‘ends of development’ (cf. Alkire 2002; Nussbaum 2011).

Our proposed list includes the following needs: To live healthily and act
autonomously, people need a balanced diet. Food and nutrition play a decisive
role in the maintenance of good health and in the prevention of various diseases.
Besides healthy food, people also need suitable clothing. Clothes serve different
purposes in European societies, for instance, offering protection against the
weather elements and providing individuals with a certain identity. Like food and
clothing, adequate personal hygiene and accessible healthcare are essential
intermediate needs that must be fulfilled if an individual is to participate in society.
Proper hygiene serves two important purposes. Primarily, it contributes to
maintaining a good health by combating infectious microorganisms, both at a
personal level and in relation to individuals’ environment. Second, personal
hygiene serves a psychological and social purpose. Without adequate personal
hygiene, there is a danger of social exclusion due to a perceived failure to adhere
to the social norm. A next intermediate need that must be met in order for people
to be able to live healthy and autonomous lives is that of adequate housing. Each
dwelling must fulfil three universal criteria such that the health of the occupants
would not be jeopardised (Doyal and Gough 1991: 196-197). First, the dwelling
must offer its occupants security and protection, both against the elements and
against bearers of disease. Second, a dwelling must be conducive to a hygienic
lifestyle. Third, it must be sufficiently spacious to allow the activities that are
required for meeting the ‘intermediate’ needs, such as preparing and eating food,

washing, maintaining social relations and rest and leisure.
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Even though all ‘intermediate’ needs are related to both health and autonomy,
while the first five needs are primarily relevant for health, the next five refer
mainly to autonomy and are more culturally sensitive. To be able to act
autonomously as adults, individuals must have experienced security in
childhood. Doyal and Gough (1991: 204-207) outline four more or less universal
psychosocial needs that must be fulfilled for children and youngsters anywhere in
the world to experience adequate security in childhood. According to them, all
children need love. They also require new experiences in order to be able to
develop cognitively, emotionally and socially. Furthermore, all children need
praise, recognition and positive feedback. Finally, all children need a gradual
broadening of responsibilities (WHO 1982). Beside security in childhood, people
must be able to maintain meaningful social relationships. After all, humans are
social creatures and they have a fundamental need for social connectedness. It is
through daily contacts with relatives, neighbours and friends that individuals are,
from their childhood, familiarised with the ideas, values and norms of the culture
and society in which they live. People are also social creatures out of need. Even
if individuals are adequately supported by qualitatively satisfactory provisions,
they are confronted daily with all kinds of practical problems or issues that can
only be resolved if they possess the necessary knowledge and skills or are able to
acquire them, or by calling on help from others. Other problems may require
emotional or practical support. Although the maintenance of mutual relationships
primarily requires cultural capital, people also need some minimal economic
resources to meet each other. Turning from the social to the cognitive component
of personal autonomy, an eighth intermediate need is related to the capability of
lifelong learning. In modern societies, both employability and active citizenship
are dependent upon having adequate social competences for taking part in and
contributing to economic and social life. A next intermediate need that one has to
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take account of in order to guarantee people full social participation is the need for
rest and leisure. Rest allows the body and mind to recuperate and recover, while
leisure contributes to physical, social, and emotional health (e.g. Coleman and Iso-
Ahola 1993). Furthermore, to lead an autonomous life, people need a basic degree
of economic and physical security. Finally, people need to be mobile to fulfil their
various social roles adequately (e.g. to go to work, visit friends, or go shopping).
As is true for the other intermediate needs, the minimal mobility requirements
depend on the individual’s living situation (e.g. health, employment) as well as on

the structural societal conditions (e.g. availability of public transport).

Common ground across EU Member States for defining adequate social

participation

In the previous section we have defined a list of essential human needs based on a
theoretical framework on social participation. However, if the concept of
‘adequate social participation’ is to be used for meaningful comparative research,
at the very least there should be some common understanding of what ‘adequate
social participation’ is across EU Member States. This is not necessarily the case
for the exact material conditions that should be fulfilled or the exact social
expectations and activities associated with social participation, but there should be
some common understanding at least at a more abstract level. Otherwise, the
benchmark may comply with what we have called elsewhere ‘procedural
comparability’ in the sense of being deduced on the basis of the same procedures,
but not with what can be called ‘substantive comparability’, which requires that
the benchmark is able to identify a similar social phenomenon in different social
contexts (e.g. Goedemé et al. 2015b). If fundamentally different social positions
and needs are associated with adequate social participation in different EU

Member States, comparability risks being a hollow term. In what follows we
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briefly illustrate the approach that we have followed, without claiming

completeness.

Methodological considerations

We have validated commonalities across EU Member States on the basis of two
sources: (1) formal social expectations have been assessed in terms of
commitments of Member States to international conventions and European legal
instruments; (2) informal social expectations have subsequently been assessed in

three focus group discussions in each of the participating countries.

To assess formal social expectations, we turn to some relevant legal sources on a
European level as a way of evaluating to what extent there is any formal common
ground to be found. We are, as mentioned above, not claiming to do a full
investigation into the different legal provisions highlighted below, but rather look
at relevant legal sources in an explorative manner as a first step towards identifying
a common ground. Obviously, formal social expectations can be stronger or
weaker. For instance, some countries may sign up to international agreements, but
fail to properly translate their promises into national legislation, concrete policies
and law enforcement. Therefore, what we identify as common ground on the basis
of a textual reading of international declarations or covenants should not be
interpreted as ‘having exactly the same formal social expectations’. The starting
point for this exercise was the list of needs derived from Doyal and Gough’s
Theory of Human Need. In a first step we identified the relevant legal provisions
which relate to our list of ‘intermediate needs’, as a way of pointing to the
existence of a normative basis and thus some common ground between EU
member states on these issues. Similarly, we have identified a formal common

ground for a core list of social positions based on a reading of relevant EU legal
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instruments. The connection between essential needs and the universe of social
rights might be a bit more straightforward, merely judging from the exercise of
assessing different social positions from the legal instruments chosen for this
study.® However, identifying a formal common list of social positions allows for
a more concrete discussion on what is needed for social participation, which was

used in the focus group discussions.

In order to get more insight into the informal social expectations in society, three
focus groups were conducted in each of 24 EU capital cities'®. We have opted for
the focus group technique as it allows for gaining more insight into the well-
considered views of citizens after some face-to-face discussion with others. This
is important, given the rather abstract nature of the exercise and the type of
‘common ground’ that we try to identify (i.e. the outcome of a well-reasoned
debate). Since needs are socially perceived, informed discussions between
different people with different experiences are necessary to stimulate a public
perspective on what families minimally need. To stimulate an informed
discussion, the participants were informed about the formal social expectations
identified in the previous phase of the project. Given the qualitative nature of the
exercise, it should be clear that the results are not necessarily representative for
the views of the population in each country or capital city: a larger random sample
would be required to assess their representativeness. Moreover, the outcome of

focus group discussions is very context specific and depends among others on the

® Daniel Brinks, Varun Gauri and Kyle Shen discuss how ’the rights language can be read to
express something presumably universal about human needs’ (Brinks et al. 2015, p.290). They
focus on social rights in constitutional texts among other things to review an increased use of social
rights language. In their study, they also approach and characterize the legal instruments as
empirical material to study if and to what extent social rights are mentioned in domestic
constitutions.

10 Some country teams organised two rather than three focus groups. The EU countries not covered
by this exercise are Estonia, Ireland, Slovakia and the United Kingdom.
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role of the moderator, the recruitment procedure, the group composition and the
specific group dynamics. Therefore, in order to maximise comparability, the
process was harmonised through a clear focus group script, containing detailed
instructions on recruitment, preparation, organisation, content and analysis. The
national partners recruited for each focus group 5 to 11 participants of active age
(30-50), through a questionnaire for recruitment, ensuring a mix of different
family situations, and a variety of socio-economic backgrounds. We have
deliberately chosen to include people with different backgrounds in order to
increase the variation of opinions and validity of the outcomes. The recruitment of
different socio-economic backgrounds was based on three variables: activity

status, level of education and burden of housing costs as a proxy for income.

All country teams started from a common (translated) topic list and indicated a
trained moderator to conduct the focus groups according to common guidelines.
The duration of the focus groups was about three hours. Given that these focus
group discussions took place in the context of a broader project which included
not only an assessment of the ‘common ground’ for understanding the meaning of
adequate social participation, but also the development of more concrete reference
budgets (especially in relation to an adequate diet), only the first half of the session
was devoted to discussing the theoretical framework (the assessment essential
social positions and related needs) and the underlying assumptions we made
(characteristics of the reference family). The second half was used to evaluate the
acceptability, feasibility and completeness of the food basket and purchasing
patterns. For the purposes of this paper, we rely on the first part of the discussions,
which had an average duration of 90 minutes. Each focus group discussion was
recorded and minutes were made by a reporter, who took notes of the various
arguments, interaction processes and relevant paralinguistic information in a

template sheet. The outcomes of the three focus groups were assembled and
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analysed by all national partners using a pre-designed template following a micro-
interlocutor analysis (cf. Onwuegbuzie et al. 2009). This type of analysis allows
to focus on the group level as well as on the individual data while taking into
account group dynamics. No extensive transcription of the conversation was
required, but the analysis stayed as close as possible to the original data, making
use of citations and conversation extracts. The main focus of the analysis was the
nature, the origin and the construction of the arguments on what is acceptable and
feasible within the given socio-cultural context. The report with the focus group
analysis was reviewed by the coordinating team (more methodological details can
be found in Chapter 3 of Goedemé et al., 2015a).

Formal social expectations

When studying economic and social rights, legal scholars have engaged with the
literature on capabilities and human needs. The capability approach links in
several ways to legal theory on socio-economic rights. For example, Bilchitz
(2007) takes his starting point from the writings of Sen and Nussbaum when
setting up a theoretical framework to analyse and discuss the justification and
enforcement of socio-economic rights. Not surprisingly, the focus on needs is very
much present in legal sources and practices relating to a social minimum?t. Several
of the needs listed above are needs that can be considered at the foundation of
economic and social rights. In what follows we explore to what extent the list of

needs that we identified above resonates indeed with European legal instruments.

All 28 EU Member States have committed themselves to a number of international

conventions and European legal instruments, which impose responsibilities on the

1 Young (2008) presents different approaches to defining a minimum core, ‘giving content to
economic and social rights’. One of the approaches described by Young is one that relies on ‘the
basic needs of rights- holders as a sufficiently determinable standard for the minimum core.’
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Member States to secure certain individual social rights for its citizens, residents
as well as individuals present on the territory. In line with the ambition of finding
common ground and the overall aim of identifying a social minimum, our attention
has turned primarily towards legal sources providing protection for social rights
within the European context.'? In absence of a common standard within EU law
guaranteeing a minimum protection of social rights, as we turn to the European
Convention of Human Rights (hereafter ‘the ECHR”) as well as to the European
Social Charter (hereafter ‘the ESC’), which were accepted by the Council of
Europe (Swiatkowski and Wujczyk 2018, p.11). The choice to focus on the ECHR
and the Charter has been made in order to, as best as possible, find a common
normative basis that would facilitate a comparative analysis. Since all 28 EU
Member States are parties to the ECHR we have chosen to use it as a starting point.
At present, the EU and its institutions are not directly bound by the ECHR since
the EU has not acceded to the ECHR. The rights of the ECHR do apply in all
member states, but are not legally binding for the EU and its institutions. Even
though the European Court of Justice applies the ECHR and the case law of the
European Court of Human Rights (hereafter ‘the ECtHR’), it does so indirectly
(Council of Europe 2010).*® The (revised) ESC, on the other hand, is not ratified
by all Member States. Nevertheless, it is still an important legal instrument within
the social dimension of the EU and could be seen as an already agreed upon

‘normative platform’ in the area of social rights (Stendahl and Swedrup 2018).

12 1n this paper we use the term “social rights” when referring to rights in areas of welfare, such as
social assistance, education, health care, housing and more. We also, when discussing the ECHR,
refer to ‘core socio-economic rights’ as an interchangeable term to ‘social rights’. For a clarifying
discussion on the terminology see Leijten (2018, p.14). A longer discussion on social rights, human
rights and the welfare state can be found in King (2012, p.20).

13 Since the Treaty of Lisbon, into force since December 2009, not only EU Member States are
committed to the European Convention, but also the European Union has committed to acceding
to the European Convention on Human Rights. The EU is obliged under Article 6(2) of the Treaty
of Lisbon to accede to the ECHR.
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Although we build in this section on European legal instruments, it could be
argued that the legal basis for economic and social rights, that in their substantive
content aim to provide EU citizens their basic social needs, can be found in

international law as well as EU law (see Stendahl and Swedrup 2016)*.

Many, if not all, of the essential needs listed above can, at least at a minimum
level, be said to be protected under provisions made by the ECHR as well as the
ESC. A number of the needs in the list clearly relate to core socio-economic rights
protected under the ECHR. For instance, the need for adequate housing is
recognised as the right to respect for the home in Article 8 of the ECHR, while
Article 31 of the ESC states that the Parties (of the ESC) undertake to ‘promote
housing of an adequate standard’(see also Stendahl and Swedrup 2016). Also the
need for accessible healthcare figures rather prominently as the right to health
care in Articles 2 and 3 of the ECHR, and Articles 11 and 13 of the ESC, providing
the right to social and medical assistance. Clearly both adequate housing and
access to health care are needs relating to core socio-economic rights which are
recognized by the ECHR and the ESC (see also Swiatkowski and Wujczyk 2018,
p.13)%. In order to specify the content of these rights and further analyse to what
extent the needs listed above can be seen as covered by the scope of these rights,
case law of the ECtHR should be studied (Leijten 2018, p. 233 ff.).

Even though it is from a different order, and does not apply to all EU Member

States, it is probably worthwhile mentioning that at the EU level there are also

14 This relating to EU citizens regardless of their geographical whereabouts and in the situation
where social rights provided on a national level are not enough to provide some minimum core for
all EU citizens. This would strengthen the choice to look closer at international conventions and
European legal instruments when assessing a list of social positions.

15 Bilchitz (2002) writes about the ‘failure to interpret the right of access to adequate housing as
including the idea of a minimum core obligation to provide for basic needs’, again showing the
importance of understanding the connection between essential needs’ such as adequate housing’
and ‘adequate health care’ and the interpretation of socio-economic rights.

40



quite a few ‘soft law’ initiatives that support the idea of a common understanding
of the necessities for adequate social participation (including Council decisions,
resolutions by the European Parliament and policy documents by the European
Commission). The most recent policy framework for enhancing a decent social
minimum in the EU is the European Pillar of Social Rights (EPSR) proclaimed by
the EU Council, the Commission and the Parliament on 17 November 2017. The
EPSR provides a guiding framework directly aimed at fulfilling people’s essential
needs and enhancing social rights for all EU citizens, including a set of 20 rights
and principles in three parts: (1) equal opportunities and access to the labour
market, (2) fair working conditions, and, (3) social protection and inclusion
(European Commission 2017). The impact of the Pillar remains to be seen, but it
spells out quite a few of the necessities that people need (in the wording used by
the Pillar) to live a life in dignity and to participate fully in society. For instance,
‘everyone has the right to quality and inclusive education, training and life-long
learning (...)’ (principle 1); ‘everyone has the right to timely access to affordable,
preventive and curative health care of good quality’ (principle 16); ‘access to
social housing or housing assistance of good quality shall be provided for those
inneed’ (principle 19); ‘Everyone has the right to access essential services of good
quality including water, sanitation, energy, transport, financial services and
digital communications (...)" (principle 20) (cf. European Commission 2017).
Further, the European Pillar of Social Rights supports the understanding that
adequate social participation cannot be fulfilled by means of household income
alone, but also requires a supportive institutional context providing accessible and

affordable services of good quality.

In a next step, we are interested in developing a more concrete list of social
positions (defined in broad terms) related to these needs, by using the same type

of approach. In the process of assessing a list of core social positions, we decided
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to also include the Charter of Fundamental Rights of the European Union (‘the
Charter’) as a legal source in order to further elaborate on potential common
ground. The Treaty of Lisbon ensured the entry into force of the Charter, originally
drafted in 2000. Insofar the Charter and the Convention include the same rights,
the meaning and scope of those rights would be the same as those laid down by
the Convention (Article 52 83 of the Charter). As we did for the identification of
essential needs, we have also, but to a lesser extent, used the ESC to add to our

understanding of core social positions.

As a starting point, the identification of a core list of social positions one should
be able to take, and their related activities, goods and services should be such that
they allow for a life in human dignity. As is stated by the Charter (Article 1)
“Human dignity is inviolable. It must be respected and protected.” In addition,
institutions or social expectations that imply discrimination on any ground such as
sex, race, colour, ethnic or social origin, genetic, features, language, religion or
belief, political or any other opinion, membership of a national minority, property,
birth, disability, age or sexual orientation should not affect the core list (cf. Articles
20-23 of the Charter). In other words, to give an example, even if dominant
informal social expectations would be such that women would not work, if ‘doing
paid work’ is on the core list, it should be there for both men and women. That
being said, the core list of social positions that have been identified on the basis of

the sources used, can be summarised as follows:

e Being a child, father, mother, wife or husband: Article 12 of the ECHR
(‘Right to marry’); Article 9 of the Charter (‘Right to marry and to find a
family’)
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Being an employee or self-employed: Article 16 of the ECHR (‘Freedom
to conduct a business’); Article 15 of the Charter (‘Freedom to choose an
occupation and right to engage in work’)

Being a member of associations of various types, including in particular
trade unions: Article 11 of the ECHR (‘Freedom of assembly and
association’); Article 12 of the Charter (‘Freedom of assembly and of
association’)

Being a student: Article 2 of the First Protocol, added to the ECHR in
1952 (‘Right to education’); Article 14 of the Charter (‘Right to
education’)

Being an active participant in political elections, and especially a voter:
Article 3 of the First Protocol, added to the ECHR in 1952 (‘Right to free
elections’); Articles 39 and 40 of the Charter (‘Right to vote and stand as
a candidate at elections to the European Parliament’ & ‘Right to vote and
stand as candidate at municipal elections”)

Being a citizen, more broadly speaking (Various articles throughout the
Charter)

This clarifies what kind of social positions people should be able to take as a

member of society in order to be able to adequately participate in society. Even

though people typically take on multiple social positions (e.g. one can be both a

mother and an employee and a citizen), the social expectations with these positions

do not fully overlap. Having a common list of essential social positions that people

should be able to take has several advantages. First, it makes the meaning of a

common understanding of adequate social participation more concrete. Second,

when discussing what needs should be fulfilled, the focus is put more on the

functions that the consumption of goods and services should help to realize, rather
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than on the choice of the specific goods and services themselves. This increases
the quality of the discussion on a decent minimum income and, in the case of
developing reference budgets, the motivation behind the list of goods and services
covered by the reference budgets, in line with their illustrative character. For the
same reason they are very helpful for assessing the completeness and feasibility
of reference budgets when trying to operationalise a benchmark of adequate social

participation.

Discussions in focus groups

The abovementioned list of social positions served as input for the focus groups
in order to facilitate the discussion on what people need for adequate social
participation. In each capital city, the country teams conducted three focus groups
where they tested to what extent this list of social positions resonated with the
‘well-considered views’ of citizens in the EU. In a first step, the purposes of the
exercise and the definition of adequate social participation were briefly explained.
Secondly, participants were invited to list all social positions they considered
relevant for adequate social participation for a specific reference household. In a
third step this list was compared with the formally defined list above, and
agreement was sought on a final list that would be appropriate for the capital city
where the focus groups were organised. Next, this list was used to search for a
common understanding of what the reference household types need at the
minimum in order to be able to take these social positions and to fulfil the formal
and informal expectations related to them. Similar to the list of social positions,

we started with an open brainstorm, followed by a comparison with the predefined

16 “Well-considered’ in this context means: views expressed in a dialogue (discussion) with others,
with some time for reflection and potential to revise one’s views at the end of the discussion.
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list of needs, and ending with a concluding discussion on what are the needs of
specific household types for adequate social participation in their society.

Overall, all focus groups expressed agreement with the list of social positions that
was derived from legal provisions. In addition, most focus groups specified
refinements of the general positions. In every focus group, the participants
emphasized at least one social role related to family life, such as parent or child.
For participants with children, the role of being a good parent was often said to be
their most important function in life. Further, it is remarkable that nearly all focus
groups agreed that everyone should be able to be an employee, and in the majority
of the countries this was brought up spontaneously before showing the predefined

list.

“Being a working-person is also a very important social position, since
participants believe that through that, people feel useful for the society and of
course paid work gives them the opportunity to have a decent income” (Focus

group report, Athens —EL).

One social position that was not fully agreed upon was ‘being a member of a trade
union’, especially in countries where trade union membership is very low.
However, almost in every country ‘being a member of an association’ has been
spontaneously identified as an essential social position or it was agreed upon when
the list was shown. Especially for children, focus group members agreed upon the
essential need to belong to a social network. Further, for children as well as for
adults, the position of a student was in all countries considered essential, and the
use of digital media was stressed as crucial in this regard. Finally, being a voter
and citizen was brought up by nearly all focus groups as crucial social positions.

In many focus groups, participants argued that a more politically or socially active
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role should be stressed such as an active or engaged citizen, a volunteer, an activist

or an opposition member.

There were also social positions that were considered essential in various focus
groups, while not identified on the basis of our reading of the European

Convention or the Charter:

e Being a friend and being a neighbour

e Caring roles (caregiver as an adult for the parents, homemaker, pet carer,
patient), especially within the family context as caring and being cared for,
but also as an insurance taker or a patient within health care institutions.

e Several educational positions such as a (social) media user/producer, an
educator/teacher (also as a parent), a classmate and a member of a parent
association.

e Positions within the domain of leisure were mentioned such as a consumer
of culture, a traveller, a hobbyist and a sports (wo)man.

e Being a member of local communities such as municipalities, cities and
apartment councils or of bigger entities such as Europe.

e The role of a consumer or customer. It was noted that consuming is an
essential part of participation in modern society.

e Being a member of a religious group or some other kind of like-minded
ideological group was seen as an essential social position for one’s

autonomy and identity.

It would be interesting to see whether in a new round of focus group discussions
participants from all EU countries would support the inclusion of these additional
positions to the list of essential positions. In any case, on this ground we can

tentatively conclude that at least in these focus groups there was quite some
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common understanding across EU capitals of a core group of social positions that
people should be able to take in order to participate adequately in society.

After the discussions on essential social positions, the focus groups were asked
which activities and goods and services should be provided at the minimum in
order to fulfil these social positions adequately. Subsequently, these concrete items
were grouped into larger categories of needs. Finally, the predefined list of
essential needs was shown in all focus groups to check whether these categories
were acceptable or if they should be adjusted and why. In other words, the main
aim was not to draft a complete list of goods and services, but to use them as
examples to derive inductively a list of more abstract needs that should be fulfilled.
Again, we found that there was general agreement on the importance of all the
needs listed above. The more physical needs for food, clothing, adequate housing
and personal and health care were seen as self-evident without evoking much of
discussion. As regards clothing, focus groups in some countries argued how this

is related to various informal social expectations.

“Clothing needs to be appropriate for the season, but it also needs to be decent
which is socially accepted — especially for the children. It can have disastrous
consequences for their social life if people don’t dress well.” (Focus group report,

Copenhagen - DK)

Also with regard to the need for mobility and security there seemed to be strong
agreement in the focus groups across EU cities. It is worthwhile stressing that
when discussing the need for security, participants stressed the need for financial
security through insurances, income, pensions and bank accounts, but also
entitlement to social rights, a social safety net of friends and relatives, access to
services, legal protection and employment regulation were often mentioned as part

of this need.
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Besides the more physical needs, the focus groups across all countries emphasized
also the importance of social relations, education, leisure time and employment,
albeit with large socio-cultural differences between countries. The most important
element with respect to social relations that came back across many discussion
groups was the need for communication, especially through digital (social) media.
However, this provoked also lots of discussion, for example regarding whether or
not a smartphone or a personal computer are minimum necessities. The need for
internet and a mobile phone were also considered essential in many cases for
fulfilling the need for information. The participants often pointed out that everyone
should be able to inform himself or herself through television, newspaper, the
library and especially by making use of the internet. Moreover, the need for
communication and information, in particular through the use of digital media,
was according to some focus groups (in BE, EL, DE, DK, IT, FI, MT, PT) not
represented well enough by the other categories of needs. Yet, only a few groups
suggested creating a separate category. Also rest and leisure is seen as an
essential need in nearly all countries. In various countries people with a relatively
low income as well as people with higher socio-economic positions argued that
they face problems of limited time to fulfil their needs for rest and leisure, to
maintain social relations, and to combine work and family life. Especially for
single parent families or for parents working full time, there is often lack of time
to properly fulfil these needs. In this context, accessible and affordable child care
was indicated as an important service to which people should have sufficient

access.

In all countries, focus groups agreed with the need for a safe childhood. Education
was especially highlighted, and in some countries, it was even appointed as a
distinct need. The focus groups emphasized that in order to be a good parent one
should be able to take care of children and provide them a safe, supportive
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environment with affordable, accessible and good quality services such as
education and child care, but also sport clubs or youth movements, (free) public
transport, health care and infrastructure (e.g. playgrounds). For instance, when
public schools lack quality or when the access is limited, people need more
financial means to provide an adequate educational level for their children (e.g.
through private alternatives).

“Participants considered as the most important issue in their social roles to
provide a safe and "healthy" environment for their children. Unfortunately, they
shared the notion that the quality of social services in Bulgaria is quite low and
that they as parents have to seize the social functions from the state” (Focus group

report, Sofia - BG)

In the majority of the countries the focus group participants argued that not only
children but also adults should be able to engage in a process of lifelong learning.
However, in a few focus groups, the concept of lifelong learning evoked some
disagreement. When it was formulated in a less formalized sense, but rather as
keeping up with progress in society or learning new things, most focus groups
agreed that it should be an essential need. Finally, in all countries, focus groups
highlighted the need for decent work. In the list of intermediate needs based on
the Theory of Human Need, employment was not identified as a distinct
intermediate need. However, there seemed to be general agreement in the focus
groups across countries to identify access to decent work as a separate essential
need in order to stress the importance of having a job for adequate social
participation. Another additional category of essential needs that came back
frequently in the focus group discussions across different countries, is the need for
active participation and involvement in society. This was often related to the

essential social position of being an active and entitled citizen (social rights and
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freedoms) who needs political representation and involvement. These two
additions to the list of essential needs merit more attention in the future.

The focus groups were also a useful instrument to point at important variations in
the quality and accessibility of publicly provided or subsidised services across
countries. Although the focus of this research was to remain on an abstract level,
the interpretation of human needs elicited immediately stronger discussions at a
more concrete level. For instance, in most countries, the focus group participants
agreed that public transport and a bicycle are sufficient to fulfil the need for
mobility in the city. In contrast, in some countries (ES, HR, IT, LT, LU, MT, RO)
the participants argued that a car was necessary to be able to fulfil all essential
social roles. Another example is the importance of accessible health care of good
quality in order to fulfil the need for health care. Various focus groups emphasized
that the accessibility and quality of health care services is problematic in their city
(BG, CY, CZ, EL, HU, IT, LV, PL, RO).

Overall, the discussions in focus groups across the EU confirm there is quite some
common ground with respect to what can be understood under the heading of
adequate social participation in terms of essential social positions and needs that
should be fulfilled. A new round of discussions would be required to assess to
what extent the additions formulated in some countries would resonate with the
views of those in other countries where these additions were not mentioned

spontaneously.

Conclusions

Valid comparative assessments of the adequacy of the minimum income
protection provided by European welfare states could boost efforts by policy

makers to guarantee adequate incomes throughout the EU. Such assessments
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require a monetary benchmark that is comparable across countries. The more such
a benchmark relies on a common normative understanding of what ‘adequacy’
means, the more convincing it will be for evaluating the adequacy of minimum
income standards across the EU. In this paper, we explored whether there is
sufficient common ground for a shared normative understanding of what adequacy
means in more concrete terms. To do so, we started from the concept of adequate
social participation, which we defined as the ability of people to adequately play
(take and make) the various social roles one should be able to play as a member
of society. This notion of adequate social participation was further developed in
dialogue with the Theory of Human Need and some insights from the capability
theory. Essential needs that should be fulfilled for adequate social participation
include access to adequate housing, clothing, an adequate diet, personal hygiene
and health care, rest and leisure, the means for maintaining significant social
relations, security in childhood, mobility, security and lifelong learning.
Subsequently, we explored whether across Europe there is some common
understanding of what adequate social participation means and what needs should

be fulfilled in order to be able to participate adequately in society.

On the basis of a brief review of international standards as well as a series of over
65 focus group discussions in 24 EU capital cities, we concluded that at least at an
abstract level, there is sufficient common ground for a European understanding of
‘adequate social participation’ and for defining the needs that should be fulfilled.
More in particular, we found that many of these needs resonate well with ‘formal
social expectations’ as embedded in the European Convention of Human Rights
and the European Social Charter. However, not all of the needs for adequate social
participation are mentioned by these international legal sources. Yet, with very
few exceptions the focus groups supported the relevance of each of these needs

for adequate social participation. Furthermore, several discussion groups found

o1



that some needs were missing from the theoretical framework, including access to
decent work and an active (political) participation and involvement in society. In
addition, in quite a few countries it was stated that the importance of access to
communication technologies and information should be emphasized more
strongly. In addition, based on the European Convention and the Charter, we
outlined a list of essential social positions that people should be able to take in the
context of adequate social participation. Such a list helps to specify a common
understanding of adequate social participation and to identify the required
resources for adequately fulfilling the formal and informal social expectations
associated with these positions (i.e. their social roles). Subsequently, we asked
participants in discussion groups to reflect on what they consider essential social
positions that people should be able to take as a member of their society. The
results of these discussions suggest that there is quite some common understanding
of what adequate social participation entails in these terms, even though several
refinements and additions to the list of essential positions were suggested by some

discussion groups.

Further research, including a new round of discussions and, preferably, involving
sufficiently large random samples of respondents are required to assess to what
extent these additional suggestions resonate with the well-considered views of
citizens across Europe. In addition, also formal social expectations could be
studied in a much more extensive form, for instance by also consulting other
European legal sources, but also by exploring to what extent national legislation
converges (and diverges) with regard to essential features of what can be
considered adequate social participation. Such an analysis should go further than
assessing which needs and social positions are essential, and analyse the formal
expectations regarding the social roles that people should be able to play at a

minimum as a member of society. For instance, what are the formal expectations
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regarding parents and citizens? What are the implications of these expectations for
the goods and services to which individuals and households must have access in
order to be able to live up to these expectations? Such an analysis, especially if
undertaken jointly by legal scholars and social scientists in a transdisciplinary
research context, would be a next fruitful step in developing well-founded
reference budgets with a strong empirical basis.

Even though we acknowledge variations in the extent to which essential goods and
services are available, of sufficient quality and accessible across the European
Union, it must be said that we did not pay much attention to the broader context,
which is to varying degrees less or more conducive to adequate social
participation. Our focus has primarily been on the necessities for ‘private’
consumption by households and persons. Obviously, a stimulating, safe and
healthy environment as well as a democratic state and the rule of law are essential.
However, we assumed these as given, to focus on those aspects that are more
directly relevant for specifying a decent minimum income to which households
and individuals should have access for adequate social participation in the society
in which they live. In a context of climate change, environmental degradation and
increased pressure on the democratic character of European polities, it would be
worthwhile to pay more attention to the social context in which households live
and the extent to which they foster a fulfilment of the needs for adequate social

participation.

We consider the findings presented in this paper to be promising in view of
developing a meaningful comparative benchmark for cross-national monitoring of
income adequacy. First results of developing such a benchmark have already led
to new insights (e.g. Carrillo-Alvarez et al. 2019b; Goedemé et al. 2019a), but

clearly the development of comparable reference budgets is still in its infancy. A
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more rigorous and more elaborate assessment of formal social expectations as well
as a more extensive consultation of representative samples of citizens could further

strengthen the conclusions of this paper.
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Chapter 2: Food Reference Budgets as a potential policy tool
to address food insecurity: lessons learned from a pilot study

In 26 European countries.

Published as Carrillo-Alvarez, E., Penne, T., Boeckx, H., Storms, B., and
Goedemé, T. (2019). ‘Food reference budgets as a potential policy tool to address
food insecurity: lessons learned from a pilot study in 26 European countries.’
International Journal of Environmental Research and Public Health, 16(1), 32.%

Abstract

The aim of this article is to present the development of cross-country comparable
food reference budgets in 26 European countries, and to discuss their usefulness
as an addition to food-based dietary guidelines (FBDG) for tackling food
insecurity in low-income groups. Reference budgets are illustrative priced baskets
containing the minimum goods and services necessary for well-described types of
families to have an adequate social participation. This study was conducted
starting from national FBDG, which were translated into monthly food baskets.
Next, these baskets were validated in terms of their acceptability and feasibility
through focus group discussions, and finally they were priced. Along the paper,
we show how that food reference budgets hold interesting contributions to the
promotion of healthy eating and prevention of food insecurity in low-income
contexts in at least four ways: (1) they show how a healthy diet can be achieved
with limited economic resources, (2) they bring closer to the citizen a detailed
example of how to put FBDG recommendations into practice, (3) they ensure that
food security is achieved in an integral way, by comprising the biological but also
psychological and social functions of food, and (4) providing routes for further
(comparative) research into food insecurity.

17\We are grateful to two anonymous reviewers for the comments and suggestions and to all national
experts who contributed to the development of the national food baskets. A complete list of the
research teams involved in the Pilot Project can be found in Goedemé et al. 2015a.
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Introduction

In a moment in which 18.8% of the global burden of disease has been attributed
to unhealthy eating (Gakidou et al. 2017), and in the context of growing
inequalities in many countries (Thomson et al. 2018; WHO 2017; OECD 2015;
Nolan 2018; Milanovic 2016), policy-makers face the challenge of developing
strategies that are sufficiently powerful to revert long-standing patterns of

unhealthy eating.

While ecologic approaches and upstream actions have been argued to be
indispensable to effectively tackle the situation, actions addressed to the individual
are still timely (Roberto et al. 2015; Carrillo-Alvarez and Riera-Romani 2017;
Kumanyika et al. 2013). Food-Based Dietary Guidelines (FBDG) constitute the
closest set of nutritional standards for the population and are primarily intended
for consumer information and education. Starting from the available evidence on
the most relevant diet-disease relationships for the targeted population, FBDG are
science-based policy recommendations in the form of guidelines that describe
dietary patterns that can facilitate the adherence to eating habits that maintain and
promote health (EFSA 2010; WHO 1996).

Since there exists a strong link between diet and the most prevalent diseases in
developed societies, the development and implementation of FBDG has the
potential to substantially influence the burden of disease within its citizenship, to
the extent that the quality of such tools may accentuate or blur diet-related health
inequalities between and within countries (EFSA 2010; Sjostrom and Stockley
2000; Roth and Knai 2003; WHO 2014b). As the EFSA explains in its ‘Scientific
Opinion on establishing Food-Based Dietary Guidelines’ (EFSA 2010), the
development of pan-European detailed and effective FBDG is not possible due to

wide cross-country variations in nutritional priorities, which are the result of
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differences in terms of nutrient intake (Pomerleau et al. 2003), eating habits and
traditions (Naska et al. 2006) and diet-related health situation (WHO 2014b).

In 1996, the FAO and WHO published a set of recommendations on the
development of FBDG that remains a point of reference for policy makers on the
field (WHO 1996). In Europe, additionally, this work was taken further by the
EURODIET project, which proposed an updated framework for the development
of FBDG in the European Union (Gibney and Sandstrdm 2000). Their main
recommendations can be summarized in five points: (1) FBDG must start from
recognized public health problems; (2) FBDG are prepared for a particular socio-
economic context and must reflect the particularities of the territory with regard to
food availability and consumption patterns; (3) FBDG should be updated
systematically, ideally every 5 years, to adapt to the evolution of consumption
patterns and food availability; (4) FBDG must reflect patterns of consumption,
rather than numerical goals in terms of nutrients; and (5) they must be relatively
consistent with prevailing patterns of consumption (otherwise they will hardly be
accepted). A sixth point was added by Roth and Knai in a report issued in 2003 by
the WHO Regional Office for Europe, concerning the need for government
endorsement of FBDG to further articulate health policies coherent with dietary
recommendations (Roth and Knai 2003). At that moment, only 25 of the 48
countries participating in the study reported having national, government-

endorsed food-based dietary guidelines.

Fifteen years later, we conducted a similar research to the EURODIET project, in
which the FBDG available in 26 EU Member States were analysed in the light of
the previously mentioned guidelines (Carrillo-Alvarez et al. 2019a). Our findings
were consistent with the conclusions of previous studies (Montagnese et al. 2015;

Brown et al. 2011), indicating little advancement on the topic in the last two
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decades. Among the different findings, we highlight the fact that none of the
FBDG includes any specific recommendation for low-income groups, for which
regular FBDG have been described as insufficient, as they do not address one of
the main factors conditioning food decisions in this population: the cost of a diet
(Drewnowski and Eichelsdoerfer 2010; Schonfeldt et al. 2013).

In this paper, we present food reference budgets (RBs) for 26 EU Member States,
as a tool that can complement regular FBDG to better orientate the dietary intake
of low-income groups. RBs are defined as illustrative priced baskets of goods and
services that represent the minimum necessary resources for well-described types
of families that allow for an adequate diet. In this context, not only the biological
function of food is taken into account, but also the social, hedonistic and
gastronomic role that food has in current societies (Poulain 2017). While food
reference budgets have been published for individual countries (Chrysostomou et
al. 2017; Carrillo-Alvarez et al. 2016), to the best of our knowledge, this is the first
attempt to document and illustrate in a comparative perspective the cost of a

healthy diet in the European Union.

The aim of this article is to discuss the development of cross-country comparable
food reference budgets in 26 European countries, as well as their added-value for

FBDG for tackling food insecurity in low-income groups.

Materials and Methods

The research that we describe here is part of the pilot project for the development
of acommon methodology on Reference Budgets in Europe. The pilot project was
funded by the European Commission’s DG Employment, Social Affairs and
Inclusion to develop a common methodology to construct high-quality comparable

reference budgets in all EU Member States (Goedemé et al. 2015a) (participating

58



countries: AT, Austria; BE, Belgium; BG, Bulgaria; CY, Cyprus; CZ, Czech
Republic; DE, Germany; DK, Denmark; EE, Estonia; EL, Greece; ES, Spain; FlI,
Finland; FR, France; HR, Croatia; HU, Hungary; IT, Italy; LT, Lithuania; LU,
Luxembourg, LV, Latvia; MT, Malta; NL, Netherlands; PL, Poland; PT, Portugal;
RO, Romania; SE, Sweden; SK, Slovakia; S, Slovenia). For the purpose of this
project, a common method was developed, along with food baskets for 26 EU
Member States that illustrate what families need to access a diet that allows for
adequate social participation. Being able to participate adequately means that
people would have the essentials to play their various social roles in a particular
society (Goedemé et al. 2015a). This is why, in the concrete context of food, we
started from a broader perspective on the functions of food, beyond the necessities
of a healthy diet, strictly speaking. The research was carried out by 26 country
teams and coordinated by the Herman Deleeck Centre for Social Policy at the
University of Antwerp together with three domain coordinators. The geographical
coverage is the European Union, except for Ireland and the United Kingdom. Each
country team collaborated with a nutritionist and started from the existing national
FBDG. The choice to start from FBDG rather than, for instance, common
nutritional guidelines from the WHO, was motivated by the fact that FBDG
represent the country-specific recommendations on what people need to eat to
achieve and/or maintain a good health, while at the same time respecting the cross-
national differences in food habits and health priorities. The underlying
assumption is that the overall objective of FBDG is the same across countries:
facilitating a healthy diet, based on relevant insights from the scientific literature,
while respecting local conditions. Finally, each country team organised three focus
group discussions in order to test the completeness and acceptability of the food
baskets. The items in the food basket were priced in accessible and affordable

shops in the capital city.
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For the construction of the food baskets we focused primarily on the required
budget that should enable people to consume a healthy diet. Although we also
considered the other functions of food (e.g., psychological and social) and the
necessities for a minimum level physical activity, as recommended in many
FBDG, in this paper we report only on the part related to having access to a healthy
diet. The main reason is that the nature of collecting robust budgets for the other
functions of food and physical activity required more time and resources than were
available in our project. As a result, the budgets for the other functions of food and
physical activity are not sufficiently robust and comparable. Obviously, in order
to be able to afford a healthy diet, one should also have access to kitchen
equipment, clean water, and energy to cook. However, due to the specific
requirements to estimate their cost, also these are not considered here (see

(Goedeme et al. 2015a) for a discussion of kitchen equipment and energy costs).

Given the large variation in needs between individuals and households, and our
objective to construct cross-country comparable baskets that represent what is
needed at the minimum, in all countries the food baskets were developed for

household types with the same specific characteristics:

- asingle man [35-45-years-old]

- asingle woman [35-45-years-old]

- acouple [man, woman; 35-45-years-old]

- asingle woman [35-45-years-old] + 2 children [primary school boy, 10-
years-old + secondary school girl, 14-years-old].

- acouple [35-45-years-old] + 2 children [primary school boy, 10-years-old
+ secondary school girl, 14-years-old].

Furthermore, for assessing and pricing the concrete lists of items, the following

assumptions were made:
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- The household types are assumed to live in the capital city of each
participant country. This point is particularly relevant in terms of the
pricing of the items and the frequency in which people rely on the
production of food for own consumption.

- All meals are prepared and eaten at home. All food is acquired, prepared
and consumed in the most economical way possible. This means families
are well-informed about prices and are able to shop in the most economic
retailers that are accessible with public transport. However, we do not
assume that people can always buy all their ingredients in the cheapest
available supermarket. Hence, we allowed for a certain freedom of choice
to shop within a range of cheap retailers.

- All household members are in good health and do not have specific dietary
requirements. The reason for this assumption is not so much that this is
the most common health condition, but rather that the cost of a diet varies
depending on the kind and severity of health problems, each having
different implications for the needs of the person affected.

- The ingredients should give families access to healthy, tasty and well
varied meals. The food basket should be acceptable for citizens with
different background characteristics provided that the healthy aspect is not
compromised.

- Finally, we assume that the budget for food is allocated to each household

member in accordance with her/his needs.

By making these assumptions, we focus on the minimum below which a healthy
diet in accordance with the FBDG is not possible. In real-life situations, though,
more resources will usually be needed because resources are not always spent in

the most economical way, people could be confronted with diseases or special
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needs, people might lack the necessary capacities or information to buy and
prepare healthy food at economical prices, and some household members may
consume a share of the food budget that is not in proportion to their needs. The
procedure that the various country teams followed was structured in five

standardized steps or milestones.

1) For the first milestone, the national experts provided a clear description of
the scientific basis (DRVSs) of the national FBDG, the results of the last food
consumption survey and the model of health education in their country.

2 In the following step, in cooperation with a nutritionist, country teams
translated the FBDG into a concrete list of food items, including the necessary
amounts for each hypothetical household.

3) For the third milestone, three different focus groups were organized in the
capital city. Several focus group trainings were organized and instructions were
developed by the coordinating team to make sure that the focus groups were
conducted and analysed in a standardized way (cf. Annex 1 in (Goedemé et al.
2015a)). The national partners recruited for each focus group 5-11 participants
of active age (30-50), through a questionnaire for recruitment ensuring a mix of
different family situations, and a variety of socio-economic backgrounds.
Involving people with different backgrounds increases the variation of opinions,
the quality of discussions (in terms of argumentation) and validity of the
outcome (Deeming 2010; Devuyst et al. 2014; Vranken 2010). The recruitment
of different socio-economic backgrounds was measured based on three
variables: activity status, level of education and burden of housing costs as a
proxy for income. Because of the limited number of focus groups, it was difficult
to make sure ethnic minorities were equally involved. Therefore, this pilot

project aimed in the first place at capturing the dominant cultural patterns
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through FG discussions, acknowledging that more research is necessary to reveal
the cultural variety within cities.
Each focus group followed a predefined topic list, with an estimated time of
three hours. The first half of the discussion was devoted to evaluating the broader
theoretical framework (the assessment of needs and essential social roles) and
the underlying assumptions we made (characteristics of the reference family),
and the second half was used to discuss the acceptability, feasibility and
completeness of the food basket, the kitchen equipment and the other non-
physical functions of food — as well as the related purchasing patterns. For the
purpose of this article, we only make use of the second part of the focus group
discussions, which had an average duration of approximately 90 minutes. To
facilitate the discussion, an illustrative weekly menu was developed by the
nutritionist, in accordance with the proposed food basket.
The results were analysed by the country teams in accordance with a common
template of analysis. Each focus group was recorded, and, during the discussion,
an assistant wrote down the various arguments in a structured template. For each
topic a final column was completed with the overall conclusions and general
remarks on interaction processes, proxemics and paralinguistic information. In
literature they call this a micro-interlocutor analysis (Onwuegbuzie et al. 2009),
which allows to focus on the group as well as on the individual data while taking
into account group dynamics. The purpose of the focus groups was not to decide
on specific quantities but rather to assess the nature, the origin and the
construction of the arguments regarding why items are needed or not and what
is acceptable and feasible within a given socio-cultural context.

4 Next, the food baskets had to be adapted in function of feasibility and
acceptability, based on the arguments put forward during focus group

discussions. This was done in accordance with a common decision procedure
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that country teams had to follow to ensure that the healthy character of the diet
was respected and to facilitate the consistency and robustness of the results
across countries (cf. Annex 2 in (Goedemé et al. 2015a)).

(5)  The last milestone consisted of estimating the minimum feasible cost of
the food basket. Again, several common assumptions were made. First of all, the
food budget should represent the minimum resources that people need to get
access to all essential food items. Further, people should have a minimum
acceptable degree of freedom in the choice of shops and products. Thirdly,
market prices are used, unless other purchasing patterns are common practice,
but no sales prices are used. Another important guideline was that economies of
scale in buying and preparing food should be taken into account. For the choice
of shops to buy food, the national teams had to choose a few retailors or markets
which were suggested by the participants in the focus groups. The retailers had
to meet the following criteria: (1) they offer a wide variety of food items of
acceptable quality at low prices, (2) the shops are well spread over the city, (3)
the shops are well accessible by public transport. Being well spread over the
country was another criterion that could be considered, as this could facilitate
the future pricing of reference budgets developed for other regions.

All countries priced the food baskets between March and April 2015 (exceptions
are the food baskets for Luxembourg, Denmark and Slovakia which were priced
in December 2014, July 2015 and October 2015, respectively). Prices were
collected on the basis of a small-scale survey, carried out by researchers from
each country team, making use of a standardised excel sheet (with the exception
of Luxembourg, where the country team had access to the official price survey).
To price pre-packaged food, the lowest price of suitable products had to be
chosen. With regard to fresh food and food categories which contain a large
variety of products, country teams had to follow a specific predefined pricing
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procedure, such that a weighted price could be estimated which takes into
account the available range of relevant products. The food categories for which
a weighted price procedure had to be used are the following: fresh fruit, canned
fruit, fruit puree, frozen fruit, dried fruit, fresh vegetables, frozen prepared &
unprepared vegetables, canned vegetables, fresh fish, frozen fish, canned fish,
lean meat, fat meat, charcuterie and cheese.

For instance, the cost of fresh fruit is based on a weighted average of all fresh
fruit available in the shop, taking from each type of fruit the cheapest alternative
of sufficient quality (e.g., the cheapest apple, the cheapest pear, etc.). The
cheapest products are weighted 5/7, whereas the average weight of the more
expensive items is given a weight of 2/7, while discarding the 10% most
expensive fruits. This procedure aims to meet the dual objective of identifying
the minimum cost to prepare healthy menus that still offer sufficient variation
(see Annex 3 in (Goedemé et al. 2015a) for the detailed instructions for assessing
the cost of the food basket).

The applied pricing procedure was explicitly designed to balance
standardisation, sensitivity to the local context, cross-national variations in
purchasing patterns and considerations of acceptability. At the same time, it is
clear that the procedure is open for improvement. More in particular, the number
of shops frequented was generally low and the price survey typically shows a
snapshot of the prices at one particular moment in time, collected by a single
observer. A much more extensive price survey would be very useful and
facilitate representativeness and reliability. In this context, building on the
official price survey, especially for assessing the cost of food, could result in a

significant improvement of the quality of the pricing procedure.
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Results
The Contents of the Food Basket
What Constitutes a Healthy Diet?

Although there is little difference in the main food groups included in the country-
specific FBDG, the type of foods and the recommended amounts within these
main food groups differ substantially across countries (EFSA 2010). These
differences follow a clear geographical pattern which may be understood to be
mainly a reflection of cultural background and food availability. For instance, in
Eastern and Southern European countries the recommended quantities for protein-
based foods such as meat or fish are higher compared to Western Europe.
Nonetheless, the cross-national variation in FBDG can not only be explained by
the differences in cultural habits. Also other factors play a role, including
variations in health priorities and the availability of food products between EU
member states, as well as the fact that the FBDGs have been updated at different
points in time, by different institutions and aimed at different kind of age groups.
Furthermore, the interpretation of international recommendations differs across
EU Member States, which is reflected in differences in concrete guidelines. Figure
1 shows the content of the national healthy food baskets for a single woman

expressed in daily food amounts (mg, and mL for liquids).
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Figure 1. Daily food (mg/mL) amounts for a single woman, healthy food basket,
2015.
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Malta; NL, Netherlands; PL, Poland; PT, Portugal; RO, Romania; SE, Sweden; SK, Slovakia; S,
Slovenia.

The amounts included in the graph refer to the quantity of food in the healthy food
baskets that were developed by the country teams, taking account of the edible
portions and typical wastes. Net amounts of fresh fruits, vegetables, potatoes, fish,

fatter meat and eggs as recommended in the FBDG were increased with a waste
percentage of respectively 22%, 28%, 10%, 30%, 20% and 12%. All countries
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have used the same edible portions, following guidelines that have originally been
developed for Belgium (Gezondheidsraad 2005). An exception is Portugal, where

—slightly different- national criteria were applied.

With regard to the amount of vegetables and fruits, country teams included on
average between 300-400 g per day for each group. As explained above, the
source of variation in the amounts relates to various factors, such as cultural
differences (e.g., inclusion of vegetarian meals) or to differences in FBDG, e.g.,
some countries differentiate between fruit and vegetables while others formulate
a joint recommendation. The amount of dairy products varies more across
countries, ranging from 215 g in Latvia to 710 g in Finland. Also, for the group of
meat, fish and eggs, variations fluctuate between less than 100 g per day (CZ, DE)
to 339 g per day (LU). These variations reflect not only differences in guidelines
but also, for instance, cultural differences in the composition of the meals.
Countries with higher amounts usually include a portion of these foods in two of
their meals per day, while others only include them for one daily meal. For the
liquids group, the large variation is partly due to whether or not countries included
wine and beer, and by the varying amounts of coffee and tea across countries.
Water was the basic beverage in all countries and products like fruit juices or sodas
were not included in this group, as they are not recommended on a regular basis.

Milk was placed in the dairy group.

For some food groups, the variation can also be explained by the differences in the
type of foods. For example, the food group grains includes foods such as bread,
rice, pasta, pulses and potatoes. Nutritionally these items are considered as
exchangeable, but the size of the portion in a daily meal varies considerably (e.g.,
for an adult: 70-100 g rice compared to 150-250 g potatoes). The fat group mainly

includes cooking oil/fat. The Mediterranean countries nuts were also included in
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this group following some national guidelines. The type of fat included varies
across countries. In Mediterranean countries the main source of recommended fat
is olive oil and nuts, while in most of the other countries, butter and other
spreadable fats are the most common type of fat. Hence, it is important to bear in
mind that comparing food group amounts among the different countries does not
necessarily provide information about the nutritional value of the baskets, since
food items belonging to the same food group may have a different nutritional

composition and/or different portion size.

The residual group is the food group with the highest variations, with amounts
ranging from 25 g to 155 g. These differences are likely to be a consequence of
the lack of guidelines with regard to these kind of products. All the countries
include some salt, sugar and spices, but also sauces (such as mayonnaise and

ketchup), dressings and sweets, especially for children, albeit with large variations.
The Cost of the Food Baskets

In this section, we present the results of the food baskets, priced in the capital cities
in March-April 2015. Figure 2 shows the total food baskets for a single woman in
EUR/month. The baskets represent the budget a single person needs to have a
healthy diet.
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Figure 2. Total food baskets for a single woman in EUR / month (left axis) and as
a percentage of the national median equivalent disposable household income (right

axis).
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When we compare the total food baskets, we observe large variations between EU
Member States. The highest price can be found in Denmark, while the lowest cost
can be observed for the Czech Republic. In Denmark a single woman needs about
three times as much (312 EUR) for eating healthily as compared to a single woman
in the Czech Republic (82 EUR). Even if we leave out Denmark (in which the

pricing procedure was somewhat different), the difference between the most
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expensive food basket (Finland) and the cheapest one remains quite large. This
substantial variation between countries is mainly a combination of differences in

dietary guidelines on the one hand and price differences on the other hand.

At the same time, it is well known that the level of average household incomes
varies a lot between EU Member States. In the context of food security, it is
therefore relevant to consider the cost of a healthy diet also in relation to the level
of incomes. Therefore, Figure 2 also depicts the food basket for a single person as
a percentage of the median equivalent disposable household income in each
country, as measured in the EU survey on Income and Living Conditions (EU-
SILC) of 2016 (the source of the data on disposable household incomes is the
Eurostat online database, last accessed 7 December 2018). This representative
household survey collects on a yearly basis information on household incomes
(including taxes, social contributions and benefits) in the previous calendar year
(Atkinson et al. 2017). We express the budgets as a percentage of the median
disposable income (after taxes and transfers), adjusted for household size. This
reveals a very different pattern of the relative cost of the food basket: it is lowest
in Luxembourg (about 6% of the median income) and the highest in Romania
(50%) and Bulgaria (52%), implying that in the latter countries, at the median
income, households in the capital city would have to spend half of their income on
food in order to have a diet in accordance with their national FBDG. Also, in
Greece the relative cost of the food basket is remarkably high. Obviously, the
implications for variations in food security require a much more in-depth analysis,
with a focus on households with the lowest incomes, but this falls outside the scope
of the present paper. In any case, this preliminary analysis shows that the cost of
a healthy diet is a non-negligent factor to better understand patterns of food

insecurity across the European Union.
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Discussion

In the text above, we have described the process of development and the content
of the Food Reference Budgets for 26 European countries, as constructed in the
framework of the European Commission’s DG Employment, Social Affairs and
Inclusion funded Pilot Project for the development of a common methodology on
Reference Budgets in Europe. We follow a normative perspective, and use
guidelines and expert opinions to establish what is needed for an adequate diet
(Goedemé et al. 2015a). However, such an exercise is only helpful for health
promotion if the resulting food baskets are sufficiently acceptable and feasible.
Therefore, focus group discussions played a central role for assessing the

acceptability and feasibility baskets.

The process of building food reference budgets is confronted with several
limitations. First, there are a number of unavoidable arbitrary choices that
condition the final budgets, such as the decision of not including promotions or
discounts, the assumption that people are sufficiently informed and skilled to
follow a healthy diet, or have enough time to do so. While we are aware that skills
and capability to shop and cook healthily as well as time availability are important
constraints towards a healthy eating (Leng et al. 2017; Sobal and Bisogni 2009),
and that some studies describe that these aspects are even more critical in
vulnerable groups (Antentas and Vivas 2014; Darmon and Drewnowski 2008;
Tiwari et al. 2017), the decision to develop RBs for these types of family was
consistent with the need of having a common and clear family type to facilitate the
robustness of the results and the focus on the minimum required resources for an
adequate diet. It would be worthwhile to expend the results of this pilot project to
household types based on other assumptions regarding time constraints and

competences, to reveal the importance of these personal factors in having access
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to a healthy diet. At the same time, we are convinced that the current food budgets,
with their specific assumptions, can already be used in tailored nutrition education
programs, as has been done in some countries (Cornelis and Vandervoort 2013;
Muro et al. 2018). Second, although the Supplementary materials contain the
budgets for additional household types, the budgets have been developed for a
limited number of types only and cannot be extrapolated to the entire population.
Moreover, since food RBs start from FBDG, in their current form they only
represent the official healthy way of eating, while they leave out a myriad of other
possible ways of following a healthy diet. In this sense, future research should be
able to take into account a greater variation of reference situations in terms of age,
cultural background, personal choices and health conditions. Fourth, the pricing
procedure that was applied could be further improved to increase
representativeness and reliability by working with a larger, random sample of food
products. Fifth, due to their detailed character, the budgets risk to be used in a
prescriptive way. Given previously mentioned limitations, food reference budgets
do not pretend to define what people should eat, but to illustrate a way in which
an adequate diet can be achieved, and how much that would cost at the minimum.
Finally, when using the food budgets for comparative research, researchers should
be aware of the limits to their comparability that we have highlighted above. In
particular, it should be clear that is the healthy food basket is comparable only in
the sense that it reflects everywhere the state of affairs of FBDG in 2015. We are
well aware that the extent to which the FBDG are an adequate cultural and
scientific reflection of what a healthy diet should be in different national contexts

can be criticised (Carrillo-Alvarez et al. 2019a).

Notwithstanding these limitations, we are convinced that food reference budgets
hold interesting contributions to the promotion of healthy eating and prevention of

food insecurity in low-income contexts in at least four ways: First, because they
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show how a healthy diet can be achieved with limited economic resources, they
constitute not only a guideline in terms of budgeting, but also offer policy-makers
more insight into the cost of a healthy diet and how this may be a hurdle to achieve

a healthy eating pattern.

Second, food reference budgets also bring closer to the citizen a detailed example
of how to put general recommendations (as the ones contained in FBDG) into
practice. Several studies show that the main motivators in the choice of food differ
depending on the socioeconomic and educational level. We know that even though
the price is a great determinant of the intake, culinary skills and food knowledge
is also a determining factor among low-income people (Antentas and Vivas 2014,
Darmon and Drewnowski 2008). FBDG are designed to be easy to interpret and
to translate into physical dishes and food preparations. However, in a moment in
which most population is losing culinary referents and less and less familiar with
cooking (Sainz Garcia et al. 2016), much people do not have the necessary
knowledge to translate dietary recommendations into daily eating practices (this
is what the nutritionist on each country team did). Hence, a guide that shows how

to cook a healthy diet with very few resources is most useful.

Third, if, when ensuring food security, we really aim at promoting a bio-psycho-
social understanding of the person, healthy eating promotion must compulsorily
include foods to share, foods to enjoy and foods to celebrate. This is something
the focus groups laid bare. In all countries, FG participants stressed how food is
not only about being in a good health, but it is an essential part of cultural and
social life. Eating and drinking is playing a crucial role for social activities and
gatherings with family, friends and colleagues in all different cultural contexts.
The people in FGs emphasize the importance of cooking and dining together but

also of eating out in order to maintain social relations and to socialize. Food can
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be a means to show care and respect, to create hospitality and to create a feeling
of belonging. Further, the FG participants often mentioned the role of food in the
preservation of traditions and in the expression of a certain cultural, religious or
personal identity. These foods and activities are not essential for a healthy diet,
nevertheless, they are seen as important to participate adequately in society. As
mentioned above, in this project, the inclusion of these items was not done in a
very standardized and cross-nationally comparable way, which is why we did not
report their estimated levels. Nevertheless, we should acknowledge the importance
of these functions in order to create more acceptable and complete food baskets
that allow for adequate social participation in the different EU countries.
Ultimately this is the only pathway to work toward narrowing diet-related health
inequalities in a comprehensive and empowering manner. Therefore, it would be
worthwhile to spend more time and resources on collecting high quality
information on this aspect of an adequate diet.

Finally, it is worthwhile pointing out that although there is quite some variation
between countries in the cost of a healthy diet, this variation is much smaller than
the variation in median disposable household incomes we find in the EU. For
instance, while the cost of a healthy diet is about 214 EUR per month in Finland
as compared to just 102 EUR per month in Romania, its median equivalent
disposable household income in EUR is about ten times higher. As a result, it is
clear that people living in countries with a relatively low median disposable will
have a much harder time spending sufficient income to ensure a healthy diet.
Furthermore, the ranking in the cost of a healthy diet differs from the ranking of
countries in terms of their median disposable household income. For instance,
even though Romania clearly is the EU country with the lowest median household
incomes, the cost of a healthy diet in Bucharest is clearly higher than the cost of a
healthy diet in, for instance, the Czech Republic, which in terms of household
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incomes is considerably less poor. This has clear implications for policies,
especially at the EU level, but it also shows the potential of the food reference
budgets for further research into better understanding patterns of food insecurity

across the EU.

Conclusions

In this paper, food reference budgets are presented and their potential utility as a
complement for FBDG in low-income contexts is discussed. These reference
budgets are built upon cross-nationally comparable food baskets which reflect the
minimum cost for a healthy diet, taking national food patterns and
recommendations into account by starting from national FBDG. Food baskets
were constructed for the capital city in 26 countries, including all EU Member
States except Ireland and the United Kingdom. In Denmark and the Netherlands,
the procedure that was applied was not fully comparable. The figures show that
even though cross-national differences in the minimum cost of a healthy diet are
large, they vary much less than net disposable median incomes. We are convinced
that the part of the food baskets which relates to having a healthy diet is
comparable across countries in the sense that it reflects dominant institutionalized
expectations regarding what constitutes a healthy diet, as embedded in national

FBDG, and so will be useful for further comparative research.

The procedure we set up for developing and pricing the cost of a healthy diet has
been conceived to optimise the balance between the following objectives: (1) It
should allow for a healthy diet in line with recommendations in the applicable
food-based dietary guidelines; (2) It should be the most economical option
possible, while allowing some room for choice; and (3) It should be acceptable,
tasty and feasible for the wider public, that is, it should be in line with local food

habits. This setup seemed to work well and led to reasonable outcomes. However,
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further efforts should be undertaken to develop strategies to also collect
comparable information on the cost of other functions of food, kitchen equipment

and national recommendations regarding physical activity.

We are strongly convinced that the food reference budgets offer a useful tool for
the promotion of healthy eating and prevention of food insecurity in low-income
contexts in at least four ways: (1) help with budgeting for a healthy diet and
making the financial hurdles for realising a healthy diet visible to policy makers;
(2) educational illustration of how to cook in accordance with national food
recommendations as embedded in the FBDGs; (3) showing that also other
functions of food matter, apart from having access to a healthy diet; (4) providing

routes for further (comparative) research into food insecurity.

While the results of this pilot project have proven to be very useful, we have also
pointed to several limitations that indicate the potential for further improvement.
Overcoming these limitations is strongly dependent on having access to better
data, including price data and comparable food consumption surveys in all EU
Member States. Also, to make the food baskets more comparable in the sense of
the minimum necessary for an adequate diet, it would be welcome to have up-to-

date high quality FBDGs everywhere.

Supplementary Materials: The complete food baskets for each country are

available online.
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PART Il. THE USE OF REFERENCE BUDGETS FOR THE
DEVELOPMENT OF SOCIAL INDICATORS
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Chapter 3: Measuring water affordability in developed

economies. The added value of a needs-based approach.

Published as Vanhille, J., Goedemé, T., Penne, T., Van Thielen, L. and Storms, B.
(2018). 'Measuring water affordability in developed economies. The added value
of a needs-based approach.' Journal of Environmental Management, 217, 611-
620.18

Abstract

In developed countries, water affordability problems remain up on the agenda as
the increasing financial costs of water services can impede the realisation of an
equal access to water. More than ever, public authorities that define water tariffs
face the challenge of reconciling environmental and cost recovery objectives with
equity and financial accessibility for all. Indicators of water affordability can be
helpful in this regard. Conventional affordability indicators often rely on the actual
amount that households spend on water use. In contrast, we propose a needs-based
indicator that measures the risk of being unable to afford the amount of water
necessary to fulfil essential needs, i.e. needs that should be fulfilled for adequate
participation in society. In this paper we set forth the methodological choices
inherent to constructing a needs-based affordability indicator. Using a micro-
dataset on household in Flanders (Belgium), we compare its results with the
outcomes of a more common actual expenses-indicator. The paper illustrates how
the constructed needs-based indicator can complement existing affordability
indicators, and its capacity to reveal important risk groups.

18 We thank Ellen Wailly for her helpful advice and Pascale Geulleaume for her attentive
examination of the final text. We have received useful feedback from the participants of a seminar
at the University of Antwerp (February 2016) on an early version of this paper, and gratefully
acknowledge three anonymous reviewers for their comments and suggestions.
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Introduction

Equal access to drinking water and sanitation of good quality is explicitly
recognized as a human right by the United Nations (2010). In this context, the
importance of an affordable and fair water tariff, including for socioeconomically
disadvantaged groups, was emphasised!® (United Nations 2003). In developed
countries, a non-negligible group of households experiences limited access to
drinking water and sanitation due to affordability problems rather than
infrastructural inaccessibility. This manifests itself through self-restraint or, more
visibly, as arrears, debts, and discontinued supply (e.g. Garcia-Valifias et al.
2010b; OECD 2003; Mack and Wrase 2017).

Guarding the affordability objective in water pricing policy is not straightforward.
On the one hand water is identified as an economical and scarce good whose price
should reflect ‘full cost recovery’. On the other hand, adequate water-related
services (safe drinking water provision and adequate wastewater treatment) are
proven to be beneficial for the well-being and health of society as a whole. The
latter classification of water as a ‘merit good’, advocates for a certain price
regulation or government subsidization, ensuring affordable access to basic water
services for all (OECD 2003; Opschoor 2006). Thus, (semi-) public water
regulators face the exercise of designing water tariff structures that reconcile
environmental and cost recovery objectives with equity principles, avoiding real
affordability problems while maintaining sufficiently strong incentives for rational
water use. In order to evaluate the equity effects of different sorts of water tariffs,

a sound definition and measure of ‘affordability’ is essential.

19 «Any payment for water services has to be based on the principle of equity, ensuring that these
services, whether privately or publicly provided, are affordable for all, including socially
disadvantaged groups.” (United Nations, 2003; paragraph 27)
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Notwithstanding extensive research on water affordability both in developing and
developed countries, most empirical studies focus on actual consumption patterns
while lacking a theoretical concept of how much water use is deemed necessary to
fulfil essential needs in a given societal context. With this article we want to
contribute to the knowledge and measurement of water affordability by proposing
a needs-based indicator that is based on reference budgets. While a normative,
explicit account of what constitutes a minimally necessary consumption level
exists in areas such as housing, energy and food (Boardman 2010; Haffner and
Heylen 2011; Wong et al. 2011), few studies on water affordability have engaged
with this exercise. Reference budgets are priced baskets of goods and services that
illustrate the minimum needs of specific household types to attain adequate living
standards (cf. Goedemé et al. 2015a). The reference budget method, often used in
research on the affordability of essential goods and services, defines ‘affordability’
as households’ ability to afford a specific good or service without being forced to
under-consume other essential goods and services (e.g. Carruthers et al. 2005;
Haffner and Heylen 2011; Hulchanski 1995; Moore 2012; Stone 2006; Whitehead
1991). We contend that this indicator is an essential complement to the usual
indicators based on observed expenditure patterns and demonstrate its added-value
with an empirical assessment of water affordability in Flanders. Although a
relatively rich region in Europe, water affordability is prominently present on the
policy agenda due to the steady and continued rise in the number of households
with payment problems or for whom these problems have led to being cut-off from
the water supply network (SERV 2014; VMM 2016).

In what follows, we discuss the literature and argue for a needs-based approach to
complement conventional expense-indicators. After delineating the reference

budget methodology applied to water use in Flanders, we describe the
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methodological choices inherent to constructing a needs-based affordability
indicator. Subsequently, we compare the results of an affordability indicator based
on a needs-based cost concept with the outcomes of an actual expenses-indicator
in the Flemish context. This allows us to illustrate how a needs-based cost
indicator can complement existing affordability indicators, and can reveal
different risk groups. In the final sections we briefly summarise the strengths and

weaknesses of our approach, and conclude.

Literature review

Water affordability is generally defined as ‘the ability to pay for water
consumption required to fulfil all basic needs’ (Miniaci et al. 2008; Smets 2008).
This definition is exclusively concerned with the water needed for the fulfilment
of basic needs. At the same time, the ability to pay is also determined by the
structure and components of the water bill (e.g. inclusion of wastewater services,
existence of social tariffs), financial capacities of households, the cost of other
essential goods and services and the social context. Despite the general emphasis
on necessities, most empirical studies do not start from a needs-based concept of
‘essential water usage’. While a range of indicators for measuring affordability
have been developed for varying contexts (Hutton 2012; Mack and Wrase 2017),
estimating the percentage of households for which expenses on water as a share of
total household income or expenditure exceed a pre-defined threshold, came to be
the conventional way to assess affordability risk (Smets 2008, 2009; OECD 2003;
Garcia-Valifas et al. 2010b, 2010a; Lee 2011; Miniaci et al. 2008).

However, actual water expenses do not necessarily reflect household needs.
Indeed, high water expenses can be the result of ‘excessive’ use such as a private
pool, or reflect uneconomical or inefficient use, for instance due to old-fashioned

suboptimal water infrastructure (OECD 2003). Likewise, low water expenses

83



could be the result of consuming less than needed due to budget constraints. The
latter indicates a ‘hidden’ problem of affordability that cannot be revealed when

using actual consumption in the affordability equation.

To avoid that affluent households with high water consumption appear in the
affordability statistics, one could restrict the sample to the bottom of the income
distribution (e.g. Smets 2008), or evaluate whether income after water expenses
falls below the poverty threshold (e.g. Miniaci et al. 2008). In contrast, we contend
that focusing on the affordability of a pre-defined level of water expenses that
allows to fulfil a predetermined set of needs, instead of actual expenses, offers an
important complementary approach. In doing so, one could automatically and
simultaneously filter out above-minimal use, while revealing potential problems
of ‘under-consumption’ of water. This would help to get more insight into the
extent and the risks of water affordability within different population groups. A
similar suggestion was made by Garcia-Valifias et al. (2010b, 2010a), who rightly
pointed out that it implies a judgment of what should be defined as necessary water
consumption - a complex exercise that varies with context and household
characteristics and for which no appropriate methodology has been agreed upon
yet (Chenoweth 2008). The exercise of judging what should be defined as
necessary water consumption is thereby often cast aside. Instead, studies that do
adopt a concept of minimally necessary instead of actual water use have opted for
taking (a) the universal standard of 100 litres per person per day developed by
Howard and Bartram (2003) for water infrastructure allowing optimal access
(Garcia-Valifias et al. 2010b) or (b) deriving from an assumed demand function
the portion of water use that is statistically estimated to be inelastic, and therefore
argued to be corresponding to the quantity required to fulfil basic needs (Garcia-
Valifias et al. 2010a; Sebri 2015).
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In contrast, our approach is precisely to assess the quantity of water, minimally
needed to live decently in the Flemish societal context (see 8 3). This requires
many and explicit assumptions, especially regarding the household’s ability to use
water economically. Such an approach risks to be conceived ad-hoc or overly
paternalistic. Reference budgets should therefore be based as much as possible on
observable social norms, i.e. (inter)national legal standards and guidelines,
complemented by scientific and experientially grounded knowledge. In the
construction process, sufficient room should be allowed to develop various options
where valid alternatives exist, emphasizing the illustrative (non-paternalistic)

character of reference budgets (cf. Goedemé et al. 2015a).

Empirical analyses with normative underpinnings concerning what constitutes an
adequate minimum are more prevalent in research on energy affordability
(Boardman 2010; Hills 2012; Sefton 2002), housing (Haffner and Heylen 2011)
and nutritious food (Wong et al. 2011; Wodon 1997). These studies suggest that
need-based standards offer interesting possibilities in pinpointing households
facing affordability problems, enabling a more multifaceted approach to measure
affordability problems. For water use, less than a handful of studies have tried to
delineate needs-based estimates. Gleick (1996) estimates the necessary water use
for domestic purposes at 50 litres per person per day, with minimum amounts for
drinking (3 litres), sanitation (20 litres), bathing (15 litres) and food preparation
(10 litres) in the case of ‘typical’ circumstances. Gleick (1996) explicitly aims to
estimate a “universal” basic amount for physical survival, irrespective of location,

climate context and living conditions.?’ Howard and Bartram (2003), on the other

20 “\While the amount of water required to maintain survival depends on surrounding

environmental conditions and personal physiological characteristics, the overall variability of
needs is quite small.” (Gleick 1996; p . 83)
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hand, emphasise that the necessary amount of water usage depends on the
available water infrastructure. In a society with “optimal access conditions”?! they
estimate an essential domestic water use of 100 litres per person per day, yet
without further refinement for varying context or household characteristics. A
number of other studies estimate per capita quantities of minimally necessary
water required to run a modern society (Falkenmark 1986) or for human health,
economic and social development (Chenoweth 2008) — thereby going beyond

household needs as envisaged here.

Although drinking water and sanitation are necessary to fulfil the universal needs
of health and autonomy everywhere (cf. Doyal and Gough 1991), we argue in line
with Chenoweth (2008), Garcia-Valifias et al. (2010a, 2010b), Sebri (2015) and
others that the amount of water needed at the minimum to fulfil these needs does
differ across geographical areas (climate, environment), cultures (varying social
norms on hygiene, existing infrastructure), and household characteristics
(demographic profile, employment status, health situation). The next section
details how we draw on reference budget research to determine the minimally

necessary water use for Flemish households.

A needs-based concept of minimally necessary water use

The methodology to operationalize the concept of minimally necessary water use
is drawn from Belgian reference budget research. These reference budgets
illustrate what people need minimally to participate adequately in society.
Adequate social participation is defined as the ability of people to adequately fulfil

the various social roles one should be able to play as a member of society (cf.

21 Optimal access conditions imply that water supply is continuous and available through
(multiple) tap(s) in the dwelling (Howard and Bartram 2003; p. 22)
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Goedemé et al. 2015a).?2 Starting from a theoretical framework inspired by the
Theory of Human Need (Doyal and Gough 1991), two universal (health and
autonomy) and ten intermediate needs or baskets are identified, which are further
concretised into priced lists of necessary goods and services using a variety of
information sources (cf. Goedemé et al. 2015b). Water, one of the essential goods,
is part of the basket representing the need for food, clothing and housing. In
contrast to Gleick (1996) and Howard & Bartram (2003), a minimal necessary
water budget for domestic use is identified for specific household types, which
allows us to take account of economies of scale at the household level. Our

exercise requires to make several assumptions:

1) Given the developed country context, we assume that households have
access to water services and good quality tap water.

2) We assume that tap water at home fulfils 100% of the estimated minimally
necessary water needs for adequate social participation. This implies not
taking into account (a) possible daily water use outside the home (e.g. at
work, in the sports club, when visiting friends) and (b) possible use of
rainwater for domestic purposes such as toilet flushing or laundry?3. Both
assumptions are made to reflect a situation in which households are
compared on equal terms, and to avoid assumptions that cannot be

reasonably assumed for all households (rainwater infrastructure, an

22 Please note that this concept is somewhat broader than what some would consider ‘basic needs’.

23 The latest figures indicate that rainwater accounts for 12% of the total water consumption of
Flemish households. (De Nocker et al. 2017). Nowadays, the installation of a water tank is
mandatory for new buildings. Nevertheless, a significant number of households do not have access
to appropriate infrastructure with sufficient capacity (VMM 2014). Moreover, the investment costs
for infrastructure are likely to be a barrier for households with below-average income levels,
especially when renting accommaodation. Obviously, if the exercise would be repeated in the future
or for a region where such infrastructure is more commonly available, the minimum necessary
amount of tap water may be lower.
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outside-the-home job, etc.). If the affordability of the water budget would
depend on being able to consume part of it elsewhere or being able to use
rainwater, affordability problems are arguably still a risk.

3) We assume that all household members are healthy and well-informed. In
other words, we estimate minimal water use for ‘standard’ families,
without special needs.

4) We assume the household has the capacity to use water economically,
without sacrifices that could undermine their social participation (cf. Gilg
and Barr 2006). This assumption includes e.g. turning water off while
brushing teeth, taking showers instead of baths and running full washing

machines.

It is important to stress that these assumptions do not always correspond with the
situation and characteristics of real families, especially not in the context of
socioeconomically disadvantaged groups (cf. section 6). However, it is even
harder to identify in some robust way what the minimally essential volume of
water consumption should be with different assumptions (e.g. in case of non-
economical water consumption). Sensitivity tests could be carried out with stricter

or more relaxed assumptions.

Similar to Howard and Bartram (2003), we make a distinction between three
functions of essential water use: consumption, hygiene and other usage such as
home maintenance. These are translated in minimal frequencies based on existing
(inter)national guidelines and recommendations regarding economical water use.
When normative guidelines are lacking, data on actual consumption patterns are
used which are adjusted downwards when more economical use is feasible. To

make sure that the minimum budget accurately reflects the context in Flanders, we
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started whenever possible from local guidelines and recommendations, and

complemented these with international recommendations.

To determine minimally necessary water use for human consumption, we started
from recommendations of the Belgian ‘Superior Health Council’ (2016). The
concrete amount is adjusted to the Flemish context based on available applied
research, which takes account of available technologies, actual consumption
patterns and practical considerations, aiming for efficient water use at minimal
cost (VMM 2017; Ecohuis 2016). The minimal amount of water needed for
personal hygiene is assessed through (1) medical and ecological recommendations
regarding the duration of daily showers, combined with the most efficient water
use (e.g. assuming economical showerheads) (2) data on actual water consumption
of Dutch households (van Thiel 2014)%* for shaving, washing (sink) and brushing
teeth, which was corrected if more economical use was considered feasible, (3)
empirical evidence on the average frequency of toilet use for people in a good
health (Friedler et al. 1996; Gilg and Barr 2006; Randolph and Troy 2008),
assuming economical flush buttons (PraktischDuurzaam 2015), (4) the minimally
required water use to clean the dwelling in an efficient way and, (5) data on the
average water use of economical washing machines and their actual number of
water cycles, adjusted for efficient use (Kruschwitz et al. 2014; Pakula and

Stamminger 2010). Finally, we add a small amount of water for other functions.

24 At the time of writing, no similar research for Flanders was available. Patterns of water use in
the Netherlands can be expected to be a rather good proxy for those in Flanders with regard to the
items included in the water budget.
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Table 1. Average amount of minimally necessary water use per day in Flanders.

Function Calculations Single person Couple with 2 children Ratio of the amounts for
daily amount daily amount a 4p. family and a single
person
Drinking 1.35 litres p.p.p.d. 1.35 litres 5.40 litres 4.00
0.36 US gal 1.44 US gal
Preparing food 1.4 litres p.p.p.d. 1.40 litres 5.60 litres 4.00
0.37 US gal 1.48 US gal
Dishes 12.8 litres/cycle + 2 litres per 12.80 litres 18.80 litres 1.47
extra household member 3.38 US gal 4.97 US gal
Shower 5 min/shower: 8 litres/minute 40.00 litres 140.00 litres 3.50
>12 years: 1/day 10.57 US gal 36.98 US gal
<12 years: 1/two days*
Washing, shaving, 4.2 litres p.p.p.d. 4.20I litres 16.80 litres 4.00
brushing teeth 1.11 US gal 4.44 US gal
Toilet 3 litres for toilet n°1 (*5) + 27.00 litres 108.00 litres 4.00
6 litres for toilet n°2 (*2) 7.13 US gal 28.53 US gal
Cleaning 27 litres/week + 1 litres/day per 3.80 litres 5.80 litres 1.53
extra child 1.00 US gal 1.53 US gal
Washing clothes 1.5 cycles/week + 0.5 foreach ~ 9.08 litres 18.16 litres 2.00
extra household member 2.39 US gal 4.77 US gal
42.5 litres per cycle
Other 4 litres p.p.p.d. 4.00 litres 16.00 litres 4.00
1.06 US gal 4.23 US gal
Total per day 103.00 litres 333.00 litres 3.23
27.20 US gal 87.97 US gal

Note: p.p.p.d. = per person per day. *In order to prevent dry skin and eczema, it is recommended that children do not shower daily (Kind en

Gezin 2017).
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The total necessary water usage for a single person in Flanders is estimated at 103
litres a day, close to the estimate by Howard and Bartram (2003) in case of
‘optimal access conditions’. This amount increases when more members are added
to the household, but not proportionally due to economies of scale (e.g. for
preparing food, dishes, cleaning and washing clothes). Hence, a couple without
children needs about 185 litres a day (rather than 206 litres), while a couple with
two children (8 and 15 years old) needs about 333 litres. The largest share of this
budget (81% to 86%) is required for personal hygiene, followed by personal
consumption (9% a 15%) and other usage (4% a 5%). Obviously, these amounts
should not be considered absolute, as they required additional judgment on our
side. Nonetheless, we are convinced that they broadly reflect what could be
considered an acceptable minimum for Flanders. Furthermore, small changes in
the quantities are unlikely to affect the main conclusions that can be drawn from
our proposed needs-based indicator. Furthermore, as emphasised below, for

empirical applications it is important to carry out sensitivity checks.

Methodological considerations regarding water affordability indicators

As argued in Section 2, the conventional ex ante “risk” indicators usually compare
the financial capacity of the household with the water cost?®. When the ratio water
cost vs financial capacity of the household exceeds a certain threshold (e.g. 1%,
3% or 5%), the household is estimated to be at risk of facing affordability

problems. In other words, affordability indicators typically consist of three

% The ex-ante / ex-post distinction is frequently used to categorize affordability indicators. Ex post
water affordability indicators can be constructed by means of administrative data on delayed
payments, debts and the amount and duration of disconnections. This type of information is often
produced by water suppliers (e.g. VMM 2014). However, in order to detect risks of affordability
before acute problems of arrears and debts manifest themselves, it is necessary to construct ex ante
indicators that aim to capture the risk of affordability before actual payment problems arise. The
latter are the focus of this paper.
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parameters, which we review in turn in this section: the cost concept (4.1), the
financial capacity concept (4.2) and the threshold value (4.3). Subsequently, we
anticipate the strengths and weaknesses of the two indicators used in the empirical
illustration (the default indicator based on actual expenditures- and our needs-
based indicator) (3.4). In the final part, we briefly discuss the data used for the
empirical illustration (3.5).

Cost concept

While the theoretical concept of water costs can include all costs related to water
consumption (also indirect costs related to accessing water, such as time and
equipment, cf. Hutton, 2012), this is often impossible to quantify due to data
constraints. Most studies reviewed in the previous sections approach water costs
as direct expenditures for water-related services, i.e. the amount billed.?® In line
with this practice, we construct a cost concept corresponding to what each
household would pay for the normatively determined volume of water (cf. Section

3) that should cover all basic household needs.

For Flanders, the water bill components are (1) the cost of the production and
distribution of drinking water — including a fixed charge and a volumetric fee per
m3; (2) the cost of the wastewater sewerage and treatment — consisting of a
municipal and a regional volumetric fee; and (3) a VAT-tax of 6% applied on
components (1) and (2).

While this general tariff structure is applied throughout Flanders, the rate of the
fees varies across the 9 area-based water supply companies (these determine the

fixed charge and the volumetric fee for drinking water) and across the 308

%6 |n the referenced studies this is often - in line with OECD recommendations (OECD 2009) — the
combined costs of drinking water and wastewater services.
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municipalities (that determine the municipal wastewater sewerage and treatment
volumetric fee). The difference between the least and the most expensive water
municipality (for an average volume of water consumption) amounted to 63% in
2015 (authors’ calculations). Between these extremes, most households in
Flanders pay a relatively comparable water bill: the difference between a
municipality at the 10" percentile and one at the 90" percentile in terms of water

costs, amounted to a more modest 18%.

Assessing the financial capacity of households

In order to assess the risk of affordability problems, the cost of water should be
compared with the household’s financial resources. In the literature on
affordability risks, studies differ in their choice of indicator for financial capacity,
depending among others on data availability (Hutton 2012). Usually, the financial
capacity of households is measured with an indicator of their total gross or net
income, before or after housing costs, or by looking at total household
expenditures. For the purpose of our exercise, we start from disposable household
income, which includes benefits and allowances, as well as deductions of taxes
and social contributions (but not housing costs), following the dominant practice
in most (inter)national research on poverty and inequality in developed countries
(e.g. OECD; Eurostat ...).

The choice of a threshold value

The main difficulty for constructing a water affordability indicator is defining a
realistic threshold that identifies the risk of affordability problems in societies with
a large variation in resources and needs across households. Fankhauser & Tepic
(2007) review the existing thresholds adopted by governments and international
institutions for what is considered an acceptable level of utility expenditures,
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covering water, electricity and heating. Lacking consensus on how to determine
an appropriate threshold value, led to the adoption of mostly ad hoc rules on this
matter. While thresholds commonly used in Latin America, (Central) Asia and
Africa (Smets 2008, 2009; Banerjee and Morella 2011; Lee 2011; Hutton 2012),
put water and sanitation expenditures at around 5% of household income, the
threshold of 3% is the most common value to assess a risk of water affordability
problems in developed economies (e.g. Fankhauser and Tepic 2007; Reynaud
2008; Sawkins and Dickie 2005; Vanhille 2015), with the exception of the US,
where a 4.5% threshold is applied (Mack and Wrase 2017). Households spending
more than 3% of their resources on water, are considered to have a problem of
water affordability. This threshold is also used by the government of the UK and
international organisations such as the UNDP, even though both institutions use a
different underpinning for this choice?’. Some authors argue that this 3% threshold
is too high in the context of developed countries (e.g. Miniaci et al. 2008). In
contrast, these authors propose to use the median share that is actually spent on
water by households in poverty?® as threshold value (resulting in a threshold of
1.8%). They argue that “lacking a specific measure of the minimum basket of
utility services in physical terms, this seems to be the most reasonable alternative
available” (Miniaci et al. 2008, p.213).

Also in the Belgian context a 3% threshold is rather high, especially without
further conceptual underpinning. In comparison with Italy in 2005 (year of the
Miniaci et al., 2008 study), in 2015, the median of Flemish households with an

2T UNDP (2006) justifies the use of the 3% threshold as a “rule of thumb”, and refers among others
to the UK practice. The UK government grounds the 3% in the empirical observation that
households belonging to the lowest three income deciles (the 30% poorest households) spent on
average 3% of their income on water charges in the period 1993-2001 (Fitch and Price 2002).

28 Defined as households with an equivalent disposable household income below 60% of the
median in Italy.
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income below the at-risk-of-poverty threshold spent a slightly lower percentage of
its disposable income on water: 1.4% (own calculations on EU-SILC, cf. below).
In contrast to Miniaci et al. (2008), for Flanders we do have a minimum basket of
water services in physical terms: the needs-based concept of minimally necessary
water use presented above. In addition, we have an indication of the minimum cost
of the other essential goods and services, as identified by the reference budgets for
adequate social participation developed for Flanders (cf. Storms et al.
forthcoming). The share of the water budget in the total reference budgets offers a
good indication of a valid threshold: if a larger share of household income is spent
on the needs-based budget, the household is probably unable to afford the other

essential goods and services covered by the reference budgets.

Not surprisingly, the share of the water budget in the total reference budgets
depends on the households’ circumstances, and in particular the housing budget.
It ranges from 1.2% (single person with two older children) to 1.6% (couple with
two young children) for families renting on the private market and from 1.6%
(single or couple with one child) to 2% (single) for families paying reduced social

housing rent.

Although it is possible in principle to use these shares to define household-specific
thresholds, these thresholds make the empirical exercise rather complex (note that
the needs-based cost concept already varies by household composition).
Therefore, for the empirical illustration we prefer working with two threshold
values, applied to all household situations: 1.4% (the weighted average share
based on the reference budget method, applicable for households renting on the
private market) and 3.0% (allowing international comparisons). The application
of two threshold values helps to illustrate the sensitivity of the results to the choice

of the threshold, and to gain more insight into the ‘depth’ or ‘severity’ of the
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affordability risk: spending or having to spend more than 3.0% of disposable
income on water clearly indicates a more severe affordability risk than crossing
the 1.4% threshold.

‘Actual expenses’ versus ‘needs-based’ indicator

Incorporating all findings, we can compose a needs-based indicator of water
affordability, which defines an affordability problem as having a disposable
household income that is too low to spend maximum 1.4% or 3.0% of the income
on the needs-based water budget?®. We will compare our indicator with a
conventional actual expenses indicator that defines an affordability problem as
spending more than 1.4% or 3.0% of the disposable household income on actual

water consumption.

Neither of these indicators fully captures water affordability. The actual expenses
indicator includes households with relatively high water consumption that could
be reduced without jeopardising needs for adequate social participation; while the
needs-based indicator includes households that might benefit from more efficient
infrastructure (e.g. using rainwater for sanitation) and therefore do not have an
affordability risk. Also, both indicators may be missing some households: the
actual expenses indicator omits households underspending on water because of
budget constraints; the needs-based indicator omits those with specific needs (e.g.
bathing needs because of disability, specific job requiring more frequent washing
cycles) or lacking efficient infrastructure (e.g. without economical showerhead,

leaking installations, apartments with shared water bills). Therefore, we regard

2 In other words, the needs-based indicator effectively coincides with a low-income indicator, of
which the threshold is equal to the household-specific water budget divided by 0.014, respectively
by 0.03.
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both indicators as complementary, which together provide a more complete
picture of water affordability problems.

Data

Data requirements to construct the needs-based indicator are threefold: (1) a
needs-based water budget, detailing the estimated minimally necessary water use
for different household types (cf. above); (2) a representative households sample
with information on basic demographic characteristics and disposable household
incomes; (3) a model to simulate the water tariff structure and its parameters, in
order to calculate the hypothetical needs-based water bill for each dataset’s
household. For the empirical illustration, we make use of the Flemish component
of the survey on Income and Living Conditions (EU-SILC), which contains
detailed information at the micro level for a representative sample of about 3000
households on their demographic characteristics, income and water expenses,. We
refer to our accompanying Data In Brief contribution (Goedemé and Vanhille
2018) for more information on this dataset and how we treated it to satisfy the

above criteria.

Given local variations in the exact tariff of water (cf. section 4.1) and lack of
information regarding the municipality of respondents in the dataset, we have
assumed that each household faces the ‘average’ tariff in Flanders in our model
for simulating the needs-based water bill. A sensitivity analysis documented in the

supplementary material reports the results under alternative assumptions.

Empirical illustration

The two indicators compared in this empirical illustration differ only in their
concept of the water cost. The measurement of the financial capacity of households

and the threshold values of the affordability indicators remain unchanged. Thus,
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households will be identified as having a risk of water affordability problems when
(A) they spend more than 1.4% (3.0%) of their net disposable household income
on water; (B) the needs-based water budget (adapted to the household size and
composition) exceeds 1.4% (3.0%) of their net disposable household income. We
emphasize that these indicators measure a risk of affordability problems, since the
heterogeneity of the population cannot be fully captured (see above).

Table 2 presents the percentage of individuals that live in a household at risk of
water affordability problems, according to the two different indicators (needs-
based and actual expenses) (2) and the two thresholds (indicating the “depth” of
the affordability risk).

Table 2. The percentage (with 95% confidence interval) of individuals living in a
household at risk of water affordability problems by two dimensions (indicator
and threshold), EU-SILC 2015

Indicator 3.0% threshold 1.4% threshold
estimate (95% C.1.) estimate (95% C.1.)
Actual expenses > threshold 6.1% (4.8%-7.8%) 18.7% (16.8%-20.8%)
Needs-based costs > threshold ~ 1.4% (0.9%-2.1%) 21.5% (19.6%-23.5%)
Intersection of (1) and (2) 0.6% (0.3%-1.0%) 10.8% (9.3%-12.5%)

Note: Figure based on authors’ calculations on SILC 2015 data. The reported 95% confidence
intervals take the sample design into account as much as possible (cf. Goedemé 2013).

The population groups identified as “at risk of affordability problems” (hereafter:
at risk) can thus be split up into different risk groups:
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1. Agroup at risk because of spending a large share (3.0% / 1.4%) of income
on water consumption: 6.1% / 18.7% of the total population.

2. A group at risk because budget constraints prevent them to afford a
minimum necessary consumption of water without limiting the
consumption of other essential goods and services: 1.4% / 21.5%

3. A group that spends a large share of income on water consumption, even
though it probably cannot do so without endangering an adequate

consumption level of other essential goods and services: 0.6% / 10.8%.

These estimates reveal that water affordability problems are a significant risk for
a sizable group of Flemish population. Despite their relatively high incomes on
average, the group of households at risk of affordability problems is of comparable

size as in other European countries with microdata-based estimates available.*

Comparing our estimates for both the 1.4% and 3% thresholds gives an indication
of the “depth” of the affordability risk: for the actual expenses, about one third of
those identified to spend more than 1.4% of their income on water, also spend
more than 3.0% (about 6% of the population). The needs-based budget almost

never exceeds the 3% of income threshold (only for 1.4% of the population).

30 Eor the 6% of Flemish population that we estimate to be at risk according to the actual expenses
indicator with 3.0% threshold, we can compare with France (4.3% of the population at risk in 2001
as estimated by Reynaud 2008) and Great-Britain (9% of the population for 2002-2003; Sawkins
and Dickie 2005). However, comparability is hampered because the concept measuring the
financial capacity of the household differs significantly (for the UK, this is disposable income after
fixed housing costs are deducted). For the actual expenses indicator with lower threshold value we
can broadly compare the 13% of Italian households at risk in 2005 (1.8% threshold) (Miniaci et al.
2008) to our 2015 estimate of 19% for the Flemish population (1.4% threshold). Again, the point
estimates are not strictly comparable because of the difference in the threshold value and financial
capacity concept (total expenditures for Italy vs. disposable income for Flanders).
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The overlapping population identified by both indicators amounts to about half of
the households identified by each indicator in the case of the 1.4% threshold. The
population group exclusively identified by only one of both indicators is also
interesting: these would be left out in an analysis choosing one indicator over the
other. For about 8% of the Flemish population, water expenditures exceed 1.4%
of disposable income, contrary to the needs-based budget: this confirms that for a
significant group of households, actual water use seems to be above-minimal. This
can indicate different factors, both behavioural (e.g. longer showers) and
infrastructural (e.g. uneconomical taps, toilets, leaks). Analogously, for about
10.7% of the Flemish population, the actual water bill does not exceed the 1.4%
threshold while the needs-based budget does. This points to the potential existence
of a sizeable group of “underspenders” in the bottom deciles of the income

distribution, which consumes less water than considered the essential minimum.

More insight into which groups are more prone to unaffordability risks can be
gained from Figure 1, presenting the risk rates split out over various demographic
and socio-economic background variables. In the left-hand panel, the bars depict
the share of Flemish households for whom the needs-based water budget or the
actual expenses exceed 3.0% of disposable income. In the right-hand panel, this is
repeated for the 1.4% threshold.

100



Figure 1. The percentage of individuals living in a household at risk of water

affordability by household characteristics, comparing the needs-based with the

actual expenses indicators using two different thresholds, Flanders, 2015.
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Note: Authors’ calculations on the SILC 2015 data. Capped lines depict the 95% confidence
intervals, taking the sample design into account as much as possible (cf. Goedemé 2013).
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The population categories with an above-average risk include: the low(est) income
groups (more pronounced in the needs-based indicator), jobless adults, pensioners,
and social tenants (according to both indicators). Interesting patterns highlighting
differences between both indicators relate mainly to affordability risk by income:
while the needs-based indicator quickly drops to almost zero higher up the income
distribution, the proportion of households with water bills that exceed 1.4 resp.
3.0% of their disposable income remains sizeable - 5.4% (1.9%) in the upper
income deciles. High water bills due to high consumption volumes thus appear to
occur relatively frequently, to the extent that the bill regularly rises above 3.0% of
household income, even for households higher up in the income distribution. This
includes households for whom the validity of the label “affordability problem” is

questionable (cf. Introduction).

It is interesting to elucidate the risk of facing a water affordability problem
considering only one of both indicators. Figure 2 shows that low-income
households (first two deciles) are overwhelmingly more at risk of affordability
problems according to the needs-based indicator, while not actually being billed
this amount. Large families with children, pensioners and jobless adults, are more
likely to underspend in comparison to their needs-based budget. Conversely, those
spending more than the threshold value without exceeding their needs-based
budget, are more likely situated in income decile three or higher, to be working
(remarkably, as they spend less time at home), and to be private tenants. Finally,
persons staying more at home during the day (adults not in work and pensioners)
face a higher risk of crossing the 1.4% threshold for the needs-based indicator
compared to other groups, while actually spending less than that percentage on

water.
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Figure 2. The risk of facing a water affordability problem according to only one
of both indicators, 1.4% threshold, Flanders, 2015
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Note: Authors’ calculations on the SILC 2015 data. Capped lines depict the 95% confidence
intervals, taking as much as possible the sample design into account (cf. Goedemé 2013).
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Discussion

This brief illustration demonstrates the empirical added-value of a needs-based
indicator, alongside an actual expenses indicator. It draws attention to the group
of “underspenders”: households that are likely to face a water affordability
problem, despite relatively low observed water expenses. The results show that
this group is of significant size and thereby relevant to policy-makers, especially
when designing ‘social’ water pricing policy aiming to address affordability
issues. In Flanders, eligibility rules for social tariffs are narrowly defined, while
the price reduction is significant. Monitoring affordability risks with both needs-
based and actual consumption indicators can reveal a more nuanced picture of the
groups at risk — so that eligibility rules and price reductions can be adjusted
accordingly. Therefore, we are convinced that more in-depth water affordability
evaluations too will benefit from combining expenditure-based indicators with a
needs-based indicator. Moreover, the indicators can also be used to simulate
effects of alternative tariff structures on water affordability, especially so for the
needs-based indicator. It simply implies the recalculation of the water cost budget
under alternative assumptions regarding the tariffs that households (would) face.
For the actual expenses indicator such an exercise would require access not only
to their expenses, but also the volume of water consumed, and a behavioural model

that incorporates the price elasticity of water use.

Nonetheless, the approach we developed and applied is subject to a number of
methodological and conceptual limitations, implying that the estimates need to be

interpreted taking a certain margin of error into account.

(1) Because we use representative survey data, the accuracy of both actual and
needs-based indicators depends on the quality of the data. As it is typically

very difficult to accurately and representatively sample the "tails" of the
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income distribution, we expect our estimates for both indicators to be
affected downwardly by the probable underrepresentation of vulnerable
groups such as homeless people or people not speaking the local language.
Using an alternative data source such as administrative data could partly
alleviate this problem, as these in principle cover the full population of
legal Belgian residents. These data however have their own shortcomings,
such as the difficulty to compile actual, sociological households or to
construct a comparable concept for net disposable income.

(2) The impact of the assumptions made for our needs-based indicator (cf.
section 3) are significant as well as difficult to quantify. We opted to
assume that all water is tap water, used at home. However, part of the water
use will also take place when outdoors, be it for work or leisure. In
addition, we ignore alternative sources of water, while in reality it is
estimated to account for 12% of water use in Flanders (De Nocker et al.
2017). However, this is not always used for domestic purposes (rather for
outside use such as gardening)®X. More fundamentally, we argue that the
question about whether these assumptions hold in individual cases is not
of primary concern. With the needs-based cost concept, we assess whether
the minimum would be affordable, irrespective of the characteristics of the
actual dwelling. Furthermore, the indicator is meant to assess the overall
impact of (changes in) tariff structures, rather than to evaluate whether or
not a particular household is confronted with an affordability problem. In

these cases, a biased estimate is only problematic insofar it can be expected

31 It is reassuring that we do not find evidence of overestimating the needs-based water indicator
because of this reason. The risk profile of the groups who would be most affected by these
assumptions, i.e. adults in work and homeowners respectively, is broadly similar according to both
indicators.
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that the bias would be different when the tariff structure changes or with
(relatively mild) population changes over time.

(3) A more challenging source of inaccuracies in the needs-based water
budget, are the assumptions that households are well-informed, healthy,
have a separate water meter, and are able to use water efficiently (implying
adequate infrastructures without leaks, economical showerheads, efficient
washing machines ..). When adequate infrastructures are lacking,
expected to occur more often in low-quality housing or occupied by poor
households, the cost of minimum adequate water consumption can be
higher. Collecting more and better data, should make possible to carry out
a more fine-grained analysis that could, for instance, take account of the
actual availability and distribution of efficient water infrastructure in the

house.

More fundamentally, the usefulness of water affordability indicators depends to
some extent on one’s views regarding the most appropriate policy instruments to
ensure adequate access to water. In developed welfare states water affordability
could be seen as a concern for social policy, rather than water policy. In this view,
water policy should define tariffs primarily reflecting economic and
environmental concerns. In contrast, it is the responsibility of tax-benefit
regulations and employment policy to ensure that households have access to
adequate incomes sufficient enough to cover (among others) the cost of essential
water consumption. In this view, policy makers just need valid indicators of
adequate incomes, rather than indicators focused specifically on the affordability

of specific goods or services such as water.

In reality, though, minimum incomes are often not adequate (e.g. Marx and Nelson

2013), while households under financial stress may also (have to) spend their
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resources in ways leaving them with insufficient resources for consuming an
adequate amount of water. As a result, water regulators can have legitimate
concerns about ensuring minimum access for vulnerable households, providing
legitimacy to the use of water affordability indicators. Water affordability
indicators can be very helpful to assess the potential impact of changes to (social)
tariff structures. Still, water regulators should be aware that, by focusing on the
affordability of one specific good, these indicators risk downplaying the
importance of the affordability of other essential goods and services, which co-

determine the affordability of water.

Conclusions

In developed countries, the right to drinking water is compromised for certain
population groups because of affordability problems. The increasing pressure on
limited natural resources adds importance to water pricing policies that ensure
equity principles. In this paper, we emphasize the necessity for an appropriate

measure of water affordability, which takes account of household needs.

Conventionally, water affordability risks are measured by the proportion of people
with water expenditures above a certain percentage (generally 3% in OECD-
countries) of their total disposable income. Despite agreement on the relevance of
monitoring the affordability of being able to fulfil essential needs, the absence of
a solid methodology mostly leads to using actual expenses or statistical estimates
as a proxy in empirical operationalisations. This implies including households
with a preference for high water consumption as “at risk of facing affordability
problems” and omitting households who cut back on their essential water
consumption due to budget constraints. This paper proposes a needs-based
indicator, sensitive to the societal context and characteristics of households to

measure the risk of being unable to afford the minimum amount of water required
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for fulfilling needs for adequate social participation. We define this minimum
amount of water use, through reference budget research illustrating the cost of
essential goods and services that specific household types need at the minimum to
adequately participate in society. In the empirical illustration, we apply actual
expenses and needs-based indicators to a representative sample of Flemish
households, using both a 1.4% and a 3.0% threshold to gain more insight into the

‘depth’ or ‘severity’ of the affordability risk.

A comparison of the needs-based indicator with a more common expenditure-
based indicator has shown that both indicators identify partially different socio-
economic groups in Flanders. While we believe it remains relevant to monitor
actual expenses, the needs-based indicator reveals that focusing solely on actual
water use implies missing a significant, precarious group of about 10% of the
Flemish population, with very low water bills, reflecting self-restriction to below-
minimal levels because of limited means. We argue that these households face an
affordability risk because the cost of minimally necessary water use exceeds 1.4%
or 3.0% respectively of their disposable income. They should therefore be
considered when designing policy measures geared at alleviating affordability
risks. We conclude that for in-depth evaluations of water affordability, the two

indicators can best be used in a complementary approach.
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Appendix: Sensitivity analysis

As briefly mentioned in Section 4.1, the variation in the tariffs for water between
different water companies and different municipalities in Flanders should be
marked. Depending on which water company (water companies are area-based) is
supplying the drinking water and in which municipality the household lives and is
therefore charging the fee for wastewater sewerage and treatment, Flemish
households will pay a more or less expensive water bill for consuming the same
volume of water. Water company area and municipality are unfortunately
variables that we cannot observe or derive from the available data. In order to test
the sensitivity of our results to the assumption that everyone pays the “average”
Flemish price, we carried out two sensitivity analyses. Table A.1 reports results
from a first sensitivity analysis that tests the difference in results for both the
needs-based and the actual expenses water affordability indicator, under the
assumption that all households live in the 20" percentile region in terms of water
costs - thereby facing a cheap water bill according to the Flemish norm. The
second sensitivity analysis reports the outcomes on water affordability under the
assumption that all households live in the 80" percentile region — thus facing a
relatively expensive water bill (Table A.2). We can assume that these form the
lower and upper boundaries of the actual size of potential water affordability

problems in Flanders.

A water bill in a municipality ranked at the 80" percentile in terms of water costs
is about 14% higher than in a municipality at the 20" percentile (for the same
average volume of water used). In the resulting figures for the affordability
indicators, the estimated proportion of individuals living in a household facing an
affordability risk changes between +/- 1% (0.1 percentage points) up to +/- 18%

(or 4 percentage points) in comparison to the results reported in section 5 on the
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basis of the assumption of an average Flemish tariff. Given that in our exercise
only the needs-based costs are simulated while actual expenses are observed, only
the needs-based affordability indicator shifts when a different tariff structure is
assumed, while distributional patterns and risk profiles remain more or less stable.
This shows that the purpose of this exercise is not to estimate with precision the
extent to which needs-based affordability problems occur in Flanders, but rather
to show that, no matter against which threshold one measures, assessing
affordability on the basis of needs-based costs draws a different picture of the

problem than an exercise based on actual water costs.

Table A.1. The percentage (with 95% confidence interval) of individuals living in
a household experiencing a risk of water affordability problems by two dimensions
(indicator and threshold), EU-SILC 2015 - Estimates for a water region at the 20"
percentile in terms of cost of water and comparison with estimates for a water

region at the average water costs.

Indicator 3.0% threshold Relative 1.4% threshold  Relative
estimate (95% (absolute) estimate (95% (absolute)
C.l) change in C.l) change in
comparison comparison
with average with average
Actual expenses  6.1% (none) 18.7% (none)
> threshold (4.8%-7.8%) (16.8%-20.8%)
Needs-based 1.1% -19% (-0.3pp) 17.6% -18% (-4pp)
costs > threshold  (0.7%-1.8%) (15.8%-19.5%)
Intersection of 0.4% -22% (-0.1pp) 9.7% -11% (-1pp)
(1) and (2) (0.2%-0.9%) (8.2%-11.3%)

Note: Authors’ calculations on the SILC 2015 data. 95% confidence intervals calculated taking the
sample design into account as much as possible (cf. Goedemé, 2013)
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Table A.2. The percentage (with 95% confidence interval) of individuals living in
a household experiencing a risk of water affordability problems by two dimensions
(indicator and threshold), EU-SILC 2015 - Estimates for a water region at the 80™"
percentile in terms of cost of water and comparison with estimates for a water

region at the average water costs.

Indicator 3.0% Relative and 1.4% threshold Relative and
threshold (absolute) estimate (95%  (absolute)
estimate (95%  change in Cl) change in
C.l) comparison comparison

with average with average

Actual expenses  6.1% (none) 18.7% (none)

> threshold (4.8%-7.8%) (16.8%-20.8%)

1.7%
(1.1%-2.5%)

25.1%
(23.1%-27.2%)

Needs-based
costs >
threshold

+23% (+0.3pp) +17% (+3.6pp)

0.6%
(0.3%-1.1%)

12.4%
(10.8%-14.1%)

Intersection of
(1) and (2)

+10% (+0.1pp) +14%(+1.6pp)

Note: Authors’ calculations on the SILC 2015 data. 95% confidence intervals calculated taking the
sample design into account as much as possible (cf. Goedemé, 2013)
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Chapter 4. Can low-income households afford a healthy diet?

Insufficient income as a driver of food insecurity in Europe.

Published in a more extended version as Penne, T. and Goedemé, T. (2019).
‘Putting inadequate incomes at the heart of food insecurity. A study of the financial
constraints to access a healthy diet in Europe.” CSB Working Paper No. 19.10,
Antwerp: Herman Deleeck Centre for Social Policy, University of Antwerp.?

Submitted to Food Policy
Abstract

In Europe, food insecurity is still a serious concern for individual and public health.
Although progress has been made in reducing undernourishment, other types of
malnutrition such as obesity and overweight are on the rise. Unfortunately,
indicators of food insecurity seldom focus directly on the lack of sufficient income
as a driver of food insecurity and unhealthy eating. Therefore, in this paper, we try
to assess the role of inadequate incomes and minimum income policies in having
access to a healthy diet. We make use of estimates of the minimum cost of a healthy
diet in 24 European countries, in accordance with national food-based dietary
guidelines. We use these unique data to (1) estimate the proportion of people living
in urban areas with insufficient income to access a healthy diet, before and after
housing costs, based on representative income survey data (EU-SILC), and, (2)
compare the cost of a healthy diet with the level of minimum income schemes for
specific household types using microsimulation techniques. We find that in 16 out
of 24 countries at least 10% of the population in (sub)urban areas risks being
confronted with income-related food insecurity. Especially in Eastern and Southern
Europe a large share of the (sub)urban population is lacking the economic resources
needed to have access to a healthy diet. Our findings show that policies directed at
tackling food insecurity should be embedded in broader economic and social
policies that facilitate the structural realisation of an adequate income, and that limit
the cost of other essential goods and services, and in particular the cost of housing.

32 The authors are grateful to Johanna Greiss for the comments and suggestions. We would also like
to thank participants of the 26th FISS conference in Sigtuna for their feedback to an earlier version
of this paper. The data used in this paper have been produced by a broad network of experts, listed
on the referencebudgets.eu website. We are grateful to all of them for their input collaboration.
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Introduction

Food insecurity is a global and urgent problem and studies have found a rising trend,
also in some high-income countries (FAO 2018; O. Davis and Geiger 2017).
Although food insecurity is commonly defined as “not having access to safe,
nutritious and sufficient food due to a lack of money or other resources” (FAO 2018,
p.27), current studies generally fail to reveal the key role of adequate income for
avoiding food insecurity. Therefore, in this paper, we address food insecurity and
its relation to income adequacy in Europe. Although all EU Member States provide
minimum income support for people at active age, poverty remains high and
minimum income schemes are proven to be largely, and in some countries
increasingly, inadequate (Cantillon et al. 2019). Against this background, the
increasing number of people relying on food assistance across Europe (Galli et al.
2018; Caraher and Cavicchi 2014; Gentilini 2013) could be an indication that more

and more people cannot afford adequate food intake.

In industrial welfare states the problem of food insecurity is not so much an issue
of undernourishment, but rather of lacking access to healthy and adequate nutrition
(FAO 2018; WHO 2014a; Perez-Escamilla et al. 2018). Energy-dense but nutrient-
poor diets cause a rising trend of obesity and related non-communicable diseases
such as diabetes and cancer and can even coexist with forms of undernutrition, the
so-called double burden of malnutrition (Gakidou et al. 2017; Roberto et al. 2015;
Lock et al. 2005; FAO 2018; WHO 2014a). The reasons for malnutrition are
diverse, and do not all refer to food insecurity, including factors such as marketing,
attitudes, socio-cultural pressures and physiological issues (Bublitz et al. 2019;
Leng et al. 2017). However, unhealthy eating patterns and diet-related health
problems have a clear socio-economic gradient and are especially prevalent among
the poor (Robertson et al. 2007; Forster et al. 2018; Perez-Escamilla et al. 2018;
Vereecken et al. 2005; Nikoli¢ et al. 2014). Nevertheless, the problem of unhealthy

diets is often addressed as an individual problem caused by a lack of information
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and competences (Perez-Escamilla et al. 2018). Various policies focus on better
food education (providing information and limiting advertisement of unhealthy
products) and financial incentives, such as a so-called ‘sugar tax’. Indeed, the
number of health-related taxes on food seem to be on the rise (Teng et al. 2019;
Backholer et al. 2017). Depending on their design, they do not necessarily adversely
affect low-income households (Nordstrom and Thunstrom 2011). However, it can
be expected that their impact on low-income households will be limited if the

overall cost of a healthy diet remains too high in comparison with their income.

At the same time, another increasingly popular policy response to food insecurity
in the European Union (EU) is food assistance, generally through supporting food
banks organised by the voluntary sector (Caraher and Cavicchi 2014; Greiss et al.
2019). Several scholars have criticized this individualized and charity-based
approach arguing in favour of a rights-based framework, which recognises the need
for adequate economic resources to ensure access to a healthy diet (Dowler and
O’Connor 2012; Riches and Silvasti 2014; Pollard and Booth 2019). Such an
approach requires empirical underpinning which takes into account the needs of
households, the prices they face, the economic resources they have available and
the societal and personal conditions they are confronted with (Burchi and De Muro
2016). However, there is a lack of (comparable) data and empirical evidence
revealing the size and structural determinants of food insecurity to guide policy
makers in Europe (Pollard and Booth 2019; O. Davis and Geiger 2017). Current
studies on food insecurity in affluent countries (e.g. O. Davis and Geiger 2017;
Loopstra et al. 2015; Depa et al. 2018; Galli et al. 2018) have two main limitations:
(1) they generally lack a conceptualisation of what is minimally needed to obtain a
healthy and acceptable diet, and, (2) they fail to reveal the role of adequate incomes

and social security policies in having access to a healthy diet.

With this paper we provide new evidence on the role of adequate income in the

ability to access a healthy diet across Europe, focusing on urban and semi-urban
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areas. Although scholars have inquired the effect of diet costs on dietary habits (e.g.
Aggarwal et al. 2011; Pechey and Monsivais 2016), only a few national studies (e.g.
in Australia (Ward et al. 2013) and in the UK (O'Connell et al. 2019), studied the
relation between the cost of healthy food and household income. To the best of our
knowledge, we are the first to do this in a cross-nationally comparable way. This
study makes use of a data set of comparable food baskets representing a healthy diet
for a large number of European countries (Carrillo-Alvarez et al. 2019b), and
compares this to disposable household incomes using both representative survey
data and hypothetical household simulations. The paper provides a conservative
measurement of people with an income, before and after housing costs, below the
cost of a healthy diet. Even though our measurement of food insecurity can be
improved when more data become available, we consider this a valuable first
attempt to estimate a lower bound of the size and distribution of income-related
food insecurity in Europe. Finally, by comparing the cost of a healthy food basket
with the level of minimum income protection across Europe, we show how many

welfare states fail to protect the right to an adequate diet for the most vulnerable.

The paper is structured as follows. First, we briefly discuss some of the main
insights from the literature on food insecurity in Europe. Secondly, we elaborate on
the methodology we employ in this paper to assess the level and distribution of
income-related food insecurity. In the results section, we estimate the number and
profile of people in (semi-)urban areas in Europe with an income that does not allow
to access a healthy diet in accordance with the national food-based dietary
guidelines. In a second step, we compare the cost of a healthy diet with minimum
income protection levels in Europe. We end with a discussion on limitations and

policy implications after which we conclude.
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Food insecurity in Europe

Access to an adequate diet is an essential part of the right to an adequate living
standard and a life in human dignity (Article 11 in the International Covenant on
Economic, Social and Cultural Rights). General Comment 12 of the UN Committee
on Economic, Social and Cultural Rights (CESCR 1999) emphasizes that, in order
to maintain and enhance a good health, not only sufficient, but also adequate,
socially and culturally acceptable, nutritious and quality food must be available and
sustainable for everyone in the long term. Importantly, the right includes the
importance of economic and physical accessibility to a healthy diet, in particular
for wvulnerable groups (CESCR 1999). Similarly, scholars and advocacy
organisations generally recognise four main dimensions of food insecurity (FAO
2018; Barrett 2010; Bublitz et al. 2019): availability (i.e. adequate food supply of
good quality), accessibility (i.e. the nutritious food choices open to person(s), given
their income, prevailing prices, and formal or informal safety net arrangements),
utilization (i.e. whether persons are able to prepare and consume a healthy diet,
given the societal and individual context) and stability (securing the other three
dimensions on the long-term). Riches and Silvasti (2014) also stress the importance
of food sovereignty as an essential part of food security, i.e. the ability to acquire

food in socially acceptable ways.

Over time, the availability of food has largely improved in developed countries, but
this has not been sufficient to ensure access to a healthy diet (Barrett 2010).
Accessibility in this sense, depends not only on income and prices, but also on the
societal and individual context and on the full set of assets available to a person (see
Burchi and De Muro 2016). However, in urbanised contexts in affluent welfare
states, the most important factors that determine access to healthy food are the
household’s financial resources, the price of food and the cost of other essential
goods and services (in other areas this is often defined as 'affordability’ see e.g.

Vanhille et al. 2018). Research in various developed countries has revealed that
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healthy, well-varied and quality food products have a relatively higher cost
compared to energy-dense and nutrient-poor food products (e.g. Darmon and
Drewnowski 2015; Schroder et al. 2006; Barosh et al. 2014). This has an important
impact on food choices, especially for people with a limited income (Steenhuis et
al. 2011; Pechey and Monsivais 2016; Aggarwal et al. 2011). Given the many
essential and fixed costs (e.g. housing costs) households face to fulfil their needs
(See e.g. Goedemé et al. 2015b), food expenses are a relatively flexible budget
category that is often cut down (Riches and Silvasti 2014; Kirkpatrick and Tarasuk
2007). However, there is a lack of studies that adequately measure whether people
have sufficient resources to access a healthy diet and how this differs between
households and across countries. In what follows, we briefly discuss the three most
important indicators of food insecurity in Europe: the food deprivation measure, the

subjective experience scale and indicators of food bank usage.

One of the three key indicators to measure progress in the fight against poverty and
social exclusion at European level is the severe material deprivation index, with one
dimension referring to food insecurity: “the inability to afford a meal with meat,
chicken, fish (or vegetarian equivalent) every second day”. According to this
measure, about 8% of EU (EU-28) citizens is defined as ‘food deprived’ (Eurostat,
2019 based on EU-SILC data for 2018). Although this gives an indication of the
problem and trend of food insecurity across European welfare states (e.g. O. Davis
and Geiger 2017; Loopstra et al. 2015), “[A] meal with meat, chicken, fish (or
vegetarian equivalent) every second day” is a poor proxy of a healthy diet as defined
in dietary recommendations across EU member states (Carrillo-Alvarez et al.
2019a), given that access to fruit, vegetables and whole grains are a more prominent
problem (WHO 2014a; Nikoli¢ et al. 2014). Another group of comparative studies
(e.g. Jones 2017; Depa et al. 2018) makes use of the subjective ‘Food Insecurity
Experience Scale’ (FIES) developed by the FAO (Ballard et al. 2014). The scale

includes eight questions that focus on experiences of financial access to sufficient

117



and adequate food. According to this measure, in Europe 16% of the population
experiences mild food insecurity, while 6.3% and 3.5% is identified as moderate,

respectively severe, food insecure (Jones 2017).

Both the food deprivation measure and the FIES face problems of comparability
since concepts such as ‘affordability’ and ‘nutritious’, ‘enough’ or ‘healthy’ food
do not have a uniform interpretation among the public, differing across economic
and socio-cultural contexts (O. Davis and Geiger 2017). Moreover, given that these
indicators do not reflect the actual resources people have and the out-of-pocket costs
they need to pay to access a healthy diet, they are less useful to guide policies
targeted at increasing the accessibility of a healthy diet.

A third common way of getting more insight in the level and profile of the people
who are food insecure, is relying on food assistance data (Galli et al. 2018; Caraher
and Cavicchi 2014). The 2018 annual report of the Federation of European Food
Banks (FEBA) indicates that 9.3 Million people are supported through 421 Food
Banks across 24 EU countries (FEBA 2018). Importantly, this is a rather
conservative estimate since there is a large variation of food assistance initiatives
operating without the support of the European Commission (Galli et al. 2018). The
changing profile of food bank beneficiaries indicates that food insecurity is
becoming more of a wide-spread problem across the population including single
parent households, working poor and young people (Commission 2019; Gentilini
2013; Depa et al. 2018). However, data on food aid remain scarce and are generally
not cross-nationally comparable. Moreover, it remains an indirect and uncomplete
measure. The rising trend of food assistance across Europe can be driven by many
factors which are not all related to the size of the problem, including supply-side
changes (increase in policy support, food donations, number and access of food
banks), and demand-side changes (e.g. increased public acceptability of food aid).
Also at a single point in time, not all households that make use of food banks are

necessarily food insecure and vice versa, not all food insecure households will turn
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to food banks, due to stigma or other coping strategies such as adhering to
inadequate and unhealthy diets (O. Davis and Geiger 2017; Riches and Silvasti
2014; Lambie-Mumford 2019).

A useful method to assess the cost and availability of food needed to maintain a
good health, is the reference budget method. Compared to the previously mentioned
indicators, reference food baskets have the advantage of providing a context-
specific benchmark of what people minimally need to eat healthily. Several national
or local studies developed healthy food baskets to measure the cost of a healthy diet
e.g. in Scotland (Dawson et al. 2008), Australia (Ward et al. 2013) and the UK
(Ginn et al. 2016; O'Connell et al. 2019). However, in order to better understand
food insecurity and the extent to which households have access to nutritious food,
information about the households’ disposable incomes, and ideally also about their

other essential costs, need to be brought into the picture.

Data and method

In this section we consecutively (1) explain how we estimated the minimum cost of
a healthy diet; (2) discuss the three indicators of income-related food insecurity that
we use; (3) elaborate on how we implemented these indicators in representative
samples of the population; (4) and explain how we estimated the level of minimum

income protection in each country.

Estimating the cost of a healthy diet

In this paper, we make use of 24 food baskets®® developed in the “pilot project for
the development of a common methodology on reference budgets in Europe’

(Goedemé et al. 2015a; Carrillo-Alvarez et al. 2019b). In this project, country teams

3 In the project, food baskets have been developed for 26 EU Member States. However, in this
paper, we exclude Denmark and the Netherlands since they used a somewhat different method and,
hence, are not fully comparable.
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developed food baskets that should allow people to eat a healthy diet, in accordance
with the national food-based dietary guidelines. These dietary guidelines are
science-based recommendations to promote healthy eating while taking into
account the member states’ cultural and health context (EFSA NDA EFSA 2010).
Each country team collaborated with a nutritionist to translate the guidelines into a
concrete list of food items. The completeness and acceptability of the food baskets
was evaluated in three focus groups in each country. All items were priced in
March/April 2015 in a well-spread, accessible shop in the capital city following a
standardized pricing procedure (For more information on the method, see Goedemé
et al. 2015a; Carrillo-Alvarez et al. 2019b).

Reference food budgets were developed for the following set of hypothetical
household types: a single-person household (male / female), a single parent
household with two children and a couple with two children. The adults are assumed
to be at working age (about 40 years old) and the children are a boy in primary
education (about 10 years old) and a girl in secondary education (about 14 years
old). To estimate a lower bound on the cost of a healthy diet, it is assumed that all
household members are in good health, well-informed about prices and have the
necessary competences to purchase economically and prepare their meals at home.
For the purpose of measuring income-related food insecurity, we want to make sure
that the level of the food baskets represents a reference bottom line under which it
is nearly impossible or at least very difficult to access a healthy diet in accordance
with the national food-based dietary guidelines. Hence, the version of the food
baskets that we use in this study is restricted to the lowest food prices collected in
the price survey carried out by the country teams. Furthermore, we only include
food products and no other essentials, such as the kitchen equipment for storing,
preparing, serving, consuming and conserving food. Similarly, food items and
related products that are needed to fulfil other functions besides a healthy diet (e.g.

social, or psychological functions of food), are not taken into account.
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The level of the food baskets varies from about 80 EUR per month for a single
person living in Budapest or Warschau to about 750 EUR per month for a couple
with two children living in Stockholm. The differences across EU Member States
are due to price differences, and to a lesser extent to institutional and cultural
differences, reflected in the food-based dietary guidelines and expressed by
opinions in focus group discussions (See Carrillo-Alvarez et al. 2019b).

Three measures of income-related food insecurity

We estimate three income-based indicators of food insecurity, which vary by the
extent to which they take other human needs into account.

The first indicator is the most restrictive one. It simply compares people’s
disposable household income to the cost of a healthy diet for that household.
Persons living in a household with an income below the cost of a healthy diet are
considered food insecure. Obviously, this is a very conservative estimate, as
households have also other essential expenses to make. At the same time there
might be some measurement error, given our focus on the bottom of the distribution
(cf. Van Kerm 2007). From a substantive point of view, it is important to keep in
mind that we measure income, while some people might be low on income, but
have considerable savings or other assets. Yet, there can be little doubt that for the
largest share of those with an income below the cost of a healthy diet, achieving a

healthy diet is as good as impossible.

Focusing just on the cost of a healthy diet risks to result in a strong underestimation
of the number of people confronted with income-related food insecurity. The
biggest household expenditure category in many countries is housing. Housing is a
relatively fixed cost, while food expenses are more flexible (Riches and Silvasti
2014). Further, at least for Canada, Kirkpatrick and Tarasuk (2007) found that high
housing costs are negatively correlated with the adequacy of food spending of low

income households. Therefore, the second indicator we use assesses whether
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disposable income after deducting housing costs (including rent, mortgage
repayments, maintenance costs and utilities) exceeds the cost of a healthy diet.

Quite obviously, this is still a very restrictive measure of food insecurity, as persons
also have other needs to fulfil, including clothing, health care, mobility, social
relations, education, etc. (cf. Doyal and Gough 1991). For a given disposable
income, the higher the cost of these additional expenses, the higher the risk of being
food insecure. To allow for these additional essential expenses, our third indicator
of food insecurity assesses whether disposable income after housing costs exceeds
twice the cost of a healthy diet. This is a very rough approximation based on
Goedemé et al. (2015b) who estimated the minimum cost of participating
adequately in society, including the cost of housing, food, clothing, health care,
personal care, rest and leisure, education, maintaining social relations and mobility
in six large European cities (Antwerp, Athens, Barcelona, Budapest, Helsinki and
Milan). For these cities, the minimum cost of accessing these goods and services,
excluding housing, amounted to between 2.1 and 3.5 times the minimum cost of a
healthy diet, with somewhat higher rates for single-person households as compared
to multi-person households. Therefore, it is safe to say that also this third indicator

is still a conservative measure of the degree of income-related food insecurity.

Implementation in the sample

We estimate the incidence and distribution of food insecurity on the basis of EU-
SILC 2016 data. The EU Statistics on Income and Living Conditions (EU-SILC) is
a yearly household survey, which contains detailed and comparable information on
disposable household incomes for representative samples of the population living
in private households in each country (See Atkinson et al. (2017) for an introduction
to the survey data). We compute 95% confidence intervals that take account of the
complex sample design that is used in most EU-SILC countries (cf. Goedemé
2013). For the purposes of this paper, we make use of EU-SILC 2016, which
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contains information on disposable income in 2015, the year for which we have data

on the cost of a healthy diet.

To estimate the cost of a healthy diet for each household in the data, we start from
the minimum cost of food for a single adult (average man-woman), and the average
cost for a child between the age of 7 and 17 (as available from the food baskets).
Given that young children need less food in order to be healthy, we assume that the
cost of a healthy diet for children below the age of 7 is half of that for children
above that age. This corresponds to the results of more detailed food basket
calculations for Belgium (Storms et al. 2015), Finland (Lehtinen and Aalto 2014)
and Spain (Carrillo-Alvaréz et al. 2019). Disposable household income includes all
potential sources of income (from wages, self-employment income, capital income,
alimony, regular gifts from family or friends, social benefits, tax refunds), after

deducting taxes and social security contributions, for all household members.

When estimating the number and profile of people confronted with income-related
food insecurity, we restrict ourselves to densely and intermediately populated areas,
and exclude rural areas (i.e. areas classified as thinly populated areas, defined as
“grid cells outside urban clusters”)*. This limitation is necessary because the
original price survey for the cost of a healthy diet was carried out in the capital city,
and in some countries prices vary considerably between regions (See Jansky and
Kolcunova 2017). Also, there may be more widespread practices of producing food
for own consumption as well as informal exchanges of food products in rural than
in urban areas. Densely and intermediately populated areas account for between 45
(Lithuania) and 100 per cent (Malta) of the population in the countries under study.

In other words, the results presented below cannot simply be generalised to the

34 Unfortunately, for Germany and Slovenia the variable on degree of urbanisation is not available,
so we include the total population.
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entire population of each country, and the representativeness differs across

countries.

Simulating minimum income benefits

In addition, we compare the cost of the food basket with the disposable income that
welfare states provide as a last safety net. To do so, we start from the household
types that were used to estimate the minimum cost of a healthy diet, and simulate
minimum income support with the Hypothetical Household Tool (HHoT) (Marchal
et al. 2018b). HHoT is a flexible tool that is part of the European tax-benefit
microsimulation model EUROMOD (cf. Sutherland and Figari 2013). It allows the
user to specify a large variation of hypothetical households for which the net
income, given a pre-specified gross income, can be simulated. We simulate the net
incomes for social assistance recipients and single earners working full-time on a
minimum wage for the year 2015, taking into account social assistance benefits,
and additional relevant housing benefits and child benefits (For an overview, see
Marchal et al. 2018b). In the case of couples, we assume that the second partner is

inactive.

Prevalence of households with insufficient income to access a healthy diet

In Figure 1, we show the percentage of people for whom disposable household
income after deducting housing costs amounts to less than twice the cost of a
healthy diet (cf. indicator 3). Measured in this way, food insecurity ranges from 2.5
% in Finland to about 80% in Bulgaria and Romania. In 16 out of 24 countries at
least 10 per cent of the population in (sub)urban areas risks to be confronted with
food insecurity due to insufficient income. Note that the risk of having no access to

a healthy diet will be probably underestimated for single person households.
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Figure 1. Percentage of people living in a household with disposable income (after
housing costs) below twice the cost of a healthy diet for their household, densely

and intermediately populated areas.
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Source: EU-SILC 2016, verl, own calculations.

To get a better understanding of the degree of inadequacy of incomes to access a
healthy diet, in the figure below we we assess how many people live in a household
with an income (before and after deducting housing costs) below the cost of a
healthy diet. Quite obviously, this results in a (rather extreme) lower bound on the
number of people confronted with income-related food insecurity. We take this
approach to underscore the fact that even with such a restrictive approach, it is clear
that food insecurity in quite a few countries is largely a story of lacking sufficient
economic resources. Especially in Greece, Romania and Bulgaria, the level of
extreme food insecurity as defined here is high, reaching respectively 13%, 25%

and 27% of the population in densely and intermediately populated areas, without
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taking into account housing costs. In contrast, in the richest member states, as well
as some Mediterranean countries (MT and CY) and the Czech Republic very few
households would have to spend their entire income on food to have access to a
healthy diet. However, when looking at net income after paying for housing costs,
which is often a fixed and large cost for households, the picture deteriorates
significantly in all countries. This shows how food insecurity is affected in
important respects by the cost of other essential goods and services, of which

housing is in many countries (among) the most important.

Figure 2. Percentage of people living in a household with a net disposable income
(before and after housing costs) below the cost of a healthy diet for their household,

densely and intermediately populated areas.
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In what follows, we zoom in more closely on the latter group, namely the people
living in a household with a net income (after housing costs) below the minimum
cost of a healthy diet (cf. the grey bars in Figure 2). Given data problems at the
bottom of the income distribution (See Van Kerm 2007) and in order to have a
sufficiently large sample, we include only the countries where the population with
an income (after housing costs) below the cost of a healthy diet is higher than 5%.
Figure 3 shows the median gap between the net disposable income (after housing
costs) and the cost of a healthy diet for persons we have identified as food insecure.
In the Figure, we see that the median income (after housing costs) reaches about 50
to 70% of the cost of a healthy diet. In other words, the gap to access a healthy diet
is quite large (30 to 50%) for those confronted with this severe form of income-
related food insecurity. It is remarkable that the gap is the largest in Spain and Italy,
countries with a relatively low share of the population with an after-housing-cost
income below the cost of a healthy diet.
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Figure 3. Median share of the total net disposable income (after housing costs) and
the cost of a healthy diet for people with an income (after housing costs) below the

cost of a healthy diet, densely and intermediately populated areas.
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Source: EU-SILC 2016, verl, own calculations.

Note: Only including countries with at least 5% of the population in urban areas living in a HH with
a net income (after housing) below the cost of a healthy diet.

Finally, it is interesting to see that income-related food insecurity is not fully
captured by the commonly used indicator of food deprivation. Figure 4 shows, at
the left hand side, the percentage of income-related food insecurity, measured as
having an after-housing-cost income below the cost of a healthy diet, in the group
of people identified as food deprived compared with the group who is not. Clearly,
food deprivation (as stating that you cannot afford meat, fish or vegetarian
alternative every second day) is correlated with income-related food insecurity.
However, in several countries the deprivation indicator fails to capture a significant

share of the population with an income (after housing costs) below the level of a

128



healthy diet. This is especially the case of Romania, Bulgaria and Greece. This

underlines the added-value of our approach.

In the right hand side of the figure, we depict the level of food deprivation among
those that we identify as income-related food insecure or not. It shows that, having
an income below the cost of a healthy diet is associated with a high incidence of
food deprivation as commonly measured, relative to having an income above that
threshold. Second, clearly, our indicator of income-related food insecurity also
misses part of the population who feel financial constraints for assessing important
food items, confirming that we estimated a lower bound on the number of people

without sufficient resources to access a healthy diet.
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Figure 4. Percentage income-related food insecurity by food deprivation vs.
percentage food deprivation by income-related food insecurity, densely and

intermediately populated areas.
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Source: EU-SILC 2016, verl, own calculations.

Note: ‘food deprived’ = persons who cannot afford a meal with meat, chicken, fish (or vegetarian
equivalent) every second day, ‘food insecure’ = persons living in HH with a net disposable income
(after housing costs) below the cost of a healthy diet in urban areas. Only including countries with
at least 5% of the population in urban areas living in a HH with a net income (after housing) below
the cost of a healthy diet.

The lack of adequate minimum income protection

Do welfare states guarantee adequate income protection for accessing a healthy
diet? To answer this question, we compare the minimum cost of a healthy diet to

the level of minimum income protection in the different EU Member States. Figure
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5 shows the monthly net income from social assistance or one full-time minimum
wage of a couple with two children (the partner is assumed to be inactive). The net
incomes are simulated taking into account all relevant benefits and taxes (Marchal
et al., 2018). The lower part of the bars represents the cost of a healthy diet, while
the upper part of the bars illustrates the median housing cost for private tenants
(HHoT-MIPI database, based on actual rent in EU-SILC). Obviously, the latter does
not represent the same quality of housing across countries and the
representativeness varies largely depending on the number of private tenants in each
country. Nevertheless, the figure demonstrates clearly the inadequacy of minimum
income protection schemes in quite a few European countries. In most Eastern and
Southern member states (except CZ, SI, MT & CY), social assistance recipients
have insufficient resources to access a healthy diet and rent a dwelling. Moreover,
even in some wealthier member states such as France, Belgium and Sweden, the
social assistance income after housing costs, is lower than twice the cost of a healthy
diet (cf. indicator 3). Hence, minimum incomes will in many cases not allow to
access the essential goods and services that are needed for adequate social
participation, such as health care, clothing, education, social activities and
transportation. Also for couples with two children with one partner working on a
minimum wage, we see that there are many Eastern European countries, as well as
Greece and Spain, where the net income is not (or barely) sufficient to pay for
housing and food. In sum, families on minimum income protection, including those

with one partner at work, bear a high risk of having no access to a healthy diet.
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Figure 5. The net income for a couple with two children (10,14y) with social
assistance benefits or a full-time minimum wage, compared to their minimum cost

of a healthy diet and the cost of rented housing, EUR/month
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Source: Food baskets from EU pilot project on Reference budgets (Goedemé et al. 2015a); simulated
net minimum incomes and median housing costs for private tenants from the MIPI-HHoT database
(Euromod). The median housing costs for private tenants are based on actual rent in EU-SILC. For
Bulgaria, Lithuania and Romania median housing costs for the whole population were used due to
few observations (Marchal et al. 2018b).

Note: Prices and incomes year 2015. Results refer to the capital city of each country. No minimum
income data available for IT, no statutory minimum wage in CY, FI, SE.

Discussion

There are several limitations to this study. First of all, the estimations of the cost of
food are done for a limited number of household types, living in urban areas. Hence,
the results cannot easily be generalised to the population as a whole. To allocate a
more precise food budget to all households in the survey, the cost of a healthy diet
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should ideally be calculated for households with small children, students and people
in old-age as well. Since the food baskets are priced in the capital cities, we do not
take into account the large variation in food prices, purchasing patterns and (home)
food production within countries. Because of potentially large differences between
urban and rural areas in some countries, thinly populated areas are excluded from
the analysis. Secondly, the study measures food insecurity at one point in time,
while food prices and incomes might fluctuate frequently. For future research, a
longitudinal study would be beneficial to understand changes in income-related
food insecurity over time. Thirdly, national food-based dietary guidelines represent
only one ‘official’ way of healthy eating, often deviating from actual daily-life
consumption patterns. Moreover, the quality of the guidelines differs across
countries (Carrillo-Alvarez et al. 2019a; EFSA NDA EFSA 2010). Nevertheless,
they offer a useful starting point and can be seen as an important policy tool for
influencing providers and consumers. Fourthly, this paper only focuses on the cost
of a healthy diet, while not taking into account the cost of kitchen equipment to
conserve, prepare and consume the food. Furthermore, food is not only about being
in a good health but it is also an important part of social and cultural life (e.g. Ginn
et al. 2016; O'Connell et al. 2019). A more generous food insecurity measure could
take that on board. Fifth, we take other essential needs into account in a rather crude
way. While this results in a conservative estimation of food insecurity, with more
data on the cost of essential goods and services across Europe it would be possible
to considerably fine-tune this indicator to the situation in each country.

Finally, although economic access to a healthy diet is crucial, it is not sufficient to
avoid food insecurity (Barrett 2010; Burchi and De Muro 2016). Resources should
be used properly, depending on the socio-cultural acceptability of the food, the
individual capacities and the societal circumstances. As part of the project in which
we estimated the minimum cost of a healthy diet (Goedeme et al., 2015a), we co-

organised two to three focus group discussions (FGs) in each Member State. In
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these focus groups, citizens with varying socio-economic status reflected critically
on the acceptability of the food baskets and the underlying assumptions. In order to
construct a minimal budget that should enable people to eat healthily, we made the
assumption that (1) people have the capacity to cook daily healthy meals, and, (2)
people are able to shop economically, meaning that they are well-informed about
prices and that the cheapest retailers are accessible to them. Although the content
of the food basket was generally accepted, focus groups in all countries argued that
preparing and shopping healthy food with a limited budget is not always feasible
due to constraints such as a lack of time and energy. This is especially so for full-
time working parents and single parent families. Several other studies have
concluded that, in particular for vulnerable groups, dietary guidelines are not always
easy to interpret, there is a lack of comprehensive information and not everyone has
sufficient skills, time and energy to prepare healthy meals (Roberto et al. 2015;
Tiwari et al. 2017). The focus group participants argued that a good kitchen
equipment (freezer, microwave ...) to work with left-overs, healthy lunches at
school or work and supportive family members can increase the feasibility to cook
on a regular basis. Similarly, several studies have argued that the social
environment, including parents, schools, the work environment and the media, can
have a mediating effect on creating a context where healthy eating is stimulated and
supported (Vereecken et al. 2005; Brambila-Macias et al. 2011).

Policy implications

A potential danger of studying food insecurity is that it is perceived as being isolated
from the problem of poverty and inequality, and their structural determinants. With
this paper, we hope to have shown that a healthy diet for all can only be realised if
food policies are embedded in economic and social policies that address the
structural inadequacy of income and the cost of other essential goods and services

(such as housing) that many households face. In other words, although providing
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better information on the health effects of food and financial incentives to make
healthier choices are important, their impact will always be limited by the severe
financial constraints that some people face. Also, the trend towards providing more
food assistance through food banks (Greiss et al. 2019) is unlikely to address the
scale of income-related food insecurity that we identified in this paper. While food
banks may help to increase access to food for some households, it does not solve
the underlying more structural cause of food insecurity which, for many
households, is a lack of adequate income. This requires a different set of policy
responses aimed at realising the right to an adequate living standard through
adequate minimum income protection and employment policies on the one hand
and accessible goods and services on the other hand. In some countries, such as
Romania and Bulgaria, income-related food insecurity seem to be so widespread,
that a much more ambitious programme of wage growth and redistribution is
required to tackle food insecurity.

Conclusions

In this paper we make use of cross-nationally comparable estimations of the cost of
a healthy diet in 24 European cities and compare these with net disposable
household incomes before and after housing costs. We show that especially in
Eastern and Southern European countries, and in particular in Bulgaria, Romania
and Greece, a large share of the (sub)urban population lacks sufficient income to
access a healthy diet. Clearly, financial constraints for accessing a healthy diet are
not distributed equally across Europe. However, when including the affordability
of other essential goods and services, in particular of housing, income-related food
insecurity seems to be a considerable problem in a wider selection of EU countries.
Also in many richer EU member states, people receiving minimum income

protection have insufficient means to access a healthy diet and other essential needs.
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Chapter 5: All we need is... Reference budgets as an EU
policy indicator to assess the adequacy of minimum income

protection.

Published as Penne, T., Cornelis, I. and Storms, B. (2020). ‘All we need is...
Reference budgets as an EU policy indicator to assess the adequacy of minimum
income protection.” Social Indicators Research, 147, 991-1013.%

Abstract

The right to adequate minimum income protection is one of the key principles
included in the European Pillar of Social Rights (EPSR). The EPSR takes a right-
based and normative approach, aiming specifically at fulfilling people’s essential
needs, not only by guaranteeing sufficiently high income levels, but also by
promoting labour market inclusion and access to affordable goods and services of
good quality. This paper takes the EPSR as a starting point to propose a needs-based
indicator that assesses the adequacy of minimum income protection including these
three dimensions in a comprehensive way. We argue that Reference Budgets (RBS),
priced baskets of goods and services that represent an adequate living standard, are
well-suited to construct such an indicator. To illustrate this empirically, we use RBs
for adequate social participation in Belgium which have been constructed for the
first time in 2008 and have been regularly updated since then. Through a
combination of hypothetical household simulations of essential out-of-pocket costs
and designated tax-benefits for families living on different minimum income
schemes, we are able to assess the adequacy of minimum income protection for a
range of household types over the period 2008-2017. The paper shows that the
proposed indicator is a useful policy tool for both ex-ante and ex-post evaluations
of the adequacy of social policy measures in light of the social protection and
inclusion rights included in the Pillar.

3 The authors are grateful to Tim Goedemé, Bea Cantillon and two anonymous reviewers for the
comments and suggestions. We would also like to thank participants of the 25th FISS conference in
Sigtuna for their feedback to an earlier version of this paper. The yearly update of reference budgets
in Belgium is carried out by researchers at the Centre for Budget Advice and Research, Thomas
More. The Hypothetical Household Tool (HHoT) has been jointly developed by the University of
Essex and the University of Antwerp as an application of the EUROMOD software.
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Introduction

For a long time, adequate minimum income protection has been at the center of EU
social policy (Zeitlin and Vanhercke 2018; Vandenbroucke et al. 2013; Marx and
Nelson 2013), being one of the most important tools for preventing and combatting
poverty in Europe (e.g. K. Nelson 2013; Cantillon et al. 2019). The EU Council
Recommendation (1992) was a first step to urge Member States to recognize the
basic right to an adequate minimum income protection, defined as ‘sufficient
resources and social assistance to live in a manner compatible with human dignity’.
In the years 2000, the Lisbon Summit introduced a shift from passive social
protection to work-oriented active investment (Vandenbroucke and VIeminckx
2011). Besides adequate incomes, social inclusion policies appeared more
prominent on the agenda. The ‘Active Inclusion’ Recommendation (European
Commission 2008) stressed the right to an adequate minimum income, but added
the importance of labour market integration and access to services (Zeitlin and
Vanhercke 2018; Frazer and Marlier 2016). This trend has been continued and
strengthened with the EU2020 strategy, focusing on adequate social protection and
social inclusion, including ‘access to resources, rights and services needed for

participation in society’ (European 1SG 2015).

The most recent policy framework, bringing together all these elements, is the
European Pillar of Social Rights (European Commission 2017). The EPSR is
directly aimed at fulfilling people’s essential needs, enfolding a set of 20 rights and
principles in three chapters: (1) equal opportunities and access to the labour market,
(2) fair working conditions, and, (3) social protection and inclusion (European
Commission 2017). In the EPSR, and particularly in the third chapter, an adequate
income that ensures a life in dignity is a key commitment. It includes the right to an
adequate minimum wage (principle 6), adequate social protection (principle 12) and
adequate unemployment benefits (principle 13). An adequate minimum income

protection is approached broadly, emphasizing the importance of labour market
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participation and access to goods and services of good quality (European
Commission 2017). This is particularly reflected in principle 14: “Everyone lacking
sufficient resources has the right to adequate minimum income benefits ensuring a
life in dignity at all stages of life, and effective access to enabling goods and
services. For those who can work, minimum income benefits should be combined
with incentives to (re)integrate into the labour market.” (European Commission
2017) In addition, several other rights in the EPSR refer to access to affordable
goods and services of good quality. For instance: the right to quality and inclusive
education, training and life-long learning (principle 1), the right to affordable early
childhood education and care of good quality (principle 11), the right to timely
access to affordable, preventive and curative health care of good quality (principle
16), access to social housing or housing assistance of good quality (principle 19)
and the right to access essential services of good quality, including water, sanitation,
energy, transport, financial services and digital communications (principle 20).

This paper aims to propose an indicator which assesses the adequacy of minimum
income protection, including the impact of access to affordable goods and services,
while not losing sight of work incentives. Currently, EU policy makers, and social
policy researchers (e.g. K. Nelson 2013; Van Mechelen and Marchal 2013), use
mainly income-based indicators to assess the adequacy of minimum incomes. With
the Lisbon Strategy, the Open Method of Coordination was installed as a soft
governance framework with a common set of social indicators to measure social
progress in the different Member States (Atkinson et al. 2002). The same social
indicators were largely adopted by the EU2020 strategy and the ‘Social Scoreboard’
used to monitor performances related to the EPSR. The most important indicator to
assess the adequacy of minimum income protection is the at-risk-of-poverty
threshold (arop60), set at 60 per cent of the national median equivalent disposable
household income. Despite its advantages, such as its statistical comparability to

measure income poverty across time and countries, the arop60 indicator might be
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problematic for the purpose of assessing income adequacy. First, there is no
evidence on the extent to which an income at the level of the arop60 enables to live
a life in human dignity nor if it represents the same living standard across time and
countries (Goedemé et al. 2019a; Fahey 2007; Babones et al. 2016). A study of
Goedemé et al. (2019a) has shown that the arop60 generally approaches an adequate
living standard in richer member states, while the level is far from a decent income
in poorer member states. Second, the arop60 indicator is purely income-based,
while the extent to which essential goods and services are accessible determines
largely whether minimum incomes are sufficient to live a life in dignity. In
particular, since publicly provided or subsidised goods and services account for
about half of social expenditures in European welfare states with non-negligible
distributive effects (e.g. Verbist and Matsaganis 2014; Aaberge et al. 2017). In order
to indicate member states’ efforts to ensure access to essential goods and services,
the Scoreboard includes additional indicators such as the level of government
spending on health and education. However, these macro indicators are largely
determined by external factors such as demographic structure and fail to properly
take into account families’ needs with regard to their use of public services
(Aaberge et al. 2017). For example, when the proportion of elderly and families
with children in the population increases, government spending on health care and
education will be driven upward. Moreover, in various countries, minimum income
support is complemented by cost reducing means-tested benefits -whether or not
linked to the scheme- such as housing subsidies, social tariffs for heating and
energy, reduced health care costs, free school meals and education-related
allowances (Frazer and Marlier 2016; Immervoll 2012). However, little is known
on the actual impact of these in-kind benefits on income adequacy and active

inclusion.

This paper argues that current indicators to monitor the adequacy of minimum

income lack a clear operationalization of what a life in human dignity entails, and,
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do not sufficiently correspond to the broad view on adequacy outlined in the EPSR.
Cantillon et al. (2017) suggested an input indicator to assess adequacy of minimum
income support in a broader sense, including protection for work-rich households
and incentives to work, but without taking into account access to services. Some
authors (e.g. Marchal and Van Mechelen 2017; Immervoll 2012) have partly
included the latter by looking at access to active labour market support, health or
childcare services, but these attempts generally lack an empirical and theoretical
underpinning of all the expenses households need to make in order to live a life in
dignity. The paper shows that Reference Budgets (RBs) offer such an
operationalization of an acceptable living standard by defining what people need at
the minimum in order to participate adequately in society, taking into account the
institutional, cultural and social context (e.g. Goedemé et al. 2015b; Carrillo-
Alvarez et al. 2019b; Goedemé et al. 2015a). Doing this, RBs assess the out-of-
pocket costs that specific household types face to access essential goods and
services, taking into account the impact of public provisions or subsidies and cost-
reducing measures (e.g. Penne et al. 2018). This makes them suitable to
contextualise and construct policy indicators to monitor the adequacy of minimum
income protection (See also Deeming 2017) for jobless households as well as for
minimum wage workers, going beyond cash-income, while taking into account
differences in social contexts. RBs are developed in nearly all EU Member States
for a wide variety of purposes using different methodologies (for a review, see
Storms et al. 2014). In several local and national contexts, they have been used to
assess the adequacy of minimum income protection (see e.g. A. H. Davis, Donald
et al. 2018; Saunders and Bedford 2017). For the purpose of this paper, we use RBs
for adequate social participation in Belgium for the year 2017. In Belgium, RBs
have been developed since 2008 for a range of different household types (Storms
2012; Storms et al. 2015). Through a combination of hypothetical household

simulations of essential out-of-pocket costs and designated tax-benefits for families
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living on different minimum income schemes, we are able to assess the adequacy
of minimum incomes in Belgium in 2017 and assess changes over time by

comparing with the year 2008.

The paper is structured as follows: In the first paragraph, we give some theoretical
background on the meaning of income adequacy and the importance of taking into
account the individual and societal context. Secondly, we describe the methods and
data used to construct reference budgets and to simulate the net disposable
minimum incomes for different household types using the microsimulation model
Euromod. Subsequently, we use the case of Belgium to illustrate how RBs can be
used to evaluate the adequacy of social protection touching upon the different
dimensions of the Pillar’s framework: cash benefits, access to affordable services
and how the latter could affect financial work incentives. We end with a discussion

of the strengths and weaknesses of our indicator and conclude.

When is a minimum income adequate?

With minimum income protection we refer to the minimum level of income
guaranteed to all able-bodied people at active age (whether in or out of work). At
the moment, all EU Member States provide some kind of minimum income
protection for non-working people at active age. This is generally provided through
social assistance schemes or unemployment benefits, topped up with other (means-
tested) benefits (Immervoll 2012; Marchal 2017). When evaluating the adequacy of
minimum incomes, it is useful to include also income protection for work-rich
households, since many countries show increasing levels of in-work poverty (Gabos
et al. 2019). Minimum wages®, often supplemented with social-assistance top-ups
and other in-work benefits, are an important tool for ensuring an adequate minimum

income for those at work. Moreover, minimum wages can cause a tense relation

% In 5 of 28 EU Member States (Austria, Denmark, Finland, Italy and Sweden) there is no statutory
minimum wage, but minimum wages are established in collective agreements (Eurofound 2018).
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with the social floor because of their impact on work incentives (Collado et al. 2019;
Cantillon et al. 2017).

In the last decades, the adequacy of minimum income protection has gained
growing attention of welfare state scholars (e.g. K. Nelson 2013; VVan Mechelen and
Marchal 2013; Cantillon et al. 2019; A. H. Davis, Donald et al. 2018), pointing at
increasingly inadequate social benefits (and minimum wages) across European
Member States. However, there is no consensus on what level of income
corresponds to an adequate living standard and how this differs across households
and countries. A frequently used key concept in the development of fundamental
rights to guarantee a decent living standard at the (inter)national, regional and local
level is the concept of human dignity. It is also the leading tenet behind Articles 14,
15 and 17 of the European Pillar of Social Rights (European Commission 2017).
However, despite its frequent use, scholars from various disciplines and traditions
have been giving different meanings to the concept (McCrudden 2013; Rao 2007).
As a result, human dignity remains an indeterminate, abstract and vague concept
(Morales 2018; Duwell et al. 2014). Nevertheless, the concept of human dignity is
about the realization of socio-economic rights (Eide 1989; Moons 2016) which not
only refer to the protection of individual needs, but also to the promotion of social
cohesion (Casas 2005). Moons (2016), who explores the concept of human dignity
in his dissertation, introduces the term ‘social dignity’, to emphasize our
interconnected nature. In this sense, a life in dignity is about being able to develop
and to participate as a full member of society. In quite some national and
international efforts to assess the adequacy of income policies, and in particular
reference budget research (See Storms et al. 2014), the concept of ‘adequate social
participation’ is used as a benchmark for a decent living standard. Although social
participation also remains elusive to some extent (See Levasseur et al. 2010), it is
easier to translate into a concrete benchmark including individual needs as well as

social cohesion.
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Various attempts have been made (e.g. Doyal and Gough 1991; Nussbaum 2001)
to define a normative framework of what is needed to live a life in human dignity
or to fully participate in society. By starting with a universal conception of the good,
and by relying on both experiential and codified knowledge, these authors
developed a non-exhaustive list of universal and intermediate needs (or basic and
central capabilities) that can be translated to a specific cultural context (Gough
2014). Importantly, in order to fulfill these needs, certain individual and societal
preconditions need to be realized (Doyal and Gough 1991; Storms 2012; Sen 1983).
Due to differences in circumstances, people with similar financial resources are not
necessarily able to attain the same living standard (Sen 1983). If a person is in a bad
physical or mental health, is low-skilled, has limited competences or a lack of social
capital, this person needs a higher level of income in order to be able to live a life
in dignity (Hargittai 2010; Zaidi and Burchardt 2005).

Not only individual characteristics, but also the societal context determines whether
an income is adequate or not. Studies have shown that public provision or
subsidization of essential goods or services (such as health care and education)
positively affect living standards at the bottom of the income distribution (Aaberge
et al. 2017; Verbist and Matsaganis 2014). However, these studies do generally not
take into account differences in the accessibility of these goods and services. In
another set of literature, accessibility is defined as a multi-dimensional concept
enfolding five commonly used criteria: availability, (spatial) accessibility,
affordability, usefulness and comprehensibility (See e.g. Roose and De Bie 2003;
Vandenbroeck and Lazzari 2014). Availability concerns the supply of the service
relative to people’s needs (depending on e.g. waiting lists and eligibility
conditions), the (spatial) accessibility is the extent to which a services can be
physically reached, affordability refers to the costs people face -related to their
ability to pay- to access the service, usefulness can be defined as the support and

added value people experience when making use of the service and
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comprehensibility as the openness, transparent and informative character of the
service. In some studies, the two latter categories are excluded and partly covered
by the criteria of acceptability, which is seen as the (miss)match between attitudes
of the client and the provider (e.g. Wallace and MacEntee 2012). Additionally, the
dimension of quality is often included when assessing access to care services (See
also the quality of life survey of Eurofound 2017) such as health care (Peters et al.
2008) and ECEC (Gambaro and Stewart 2014).

Importantly, people in poverty experience often more personal and societal barriers
for being able to live a decent life (for a more in-depth discussion see Penne et al.
2016). For instance, studies have found that living on a low income is significantly
related to (self-reported) health problems (Hernandez-Quevedo et al. 2006;
Eurofound 2017) and competences (Hargittai 2010; Mullainathan and Shafir 2013).
At the same time, other research has revealed socioeconomic inequalities in the
accessibility of essential goods and services (e.g. Van Doorslaer et al. 2006; W. Van
Lancker 2013). Common barriers for minimum income recipients to access services
are financial obstacles, lack of availability, poor quality (e.g. capacity, resources),
stigmatization, lack of information and digitalization (Frazer and Marlier 2016).
Studies have shown that, despite the large variation across EU member states, there
is a lot of room for improvement in the access to quality services for low income
groups (Marchal and Van Mechelen 2017; Frazer and Marlier 2016; Eurofound
2017).

Hence, a measure that evaluates the adequacy of living standards should go beyond
cash income, and should take into account the individual and societal
circumstances. Nevertheless, in absence of a clear conceptualization of what it
means to live a life in human dignity, minimum income benchmarks are usually
based on a fixed proportion of median income, often related to current measures of
poverty (e.g. Immervoll 2012; Figari et al. 2013; K. Nelson 2013). The EU

Parliament (2010) has defined an adequate income as an income at least reaching
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the level of the at-risk-of-poverty threshold in the Member State concerned. Doing
this, policy makers and researchers generally take a rather arbitrary and purely
income-based approach to an adequate minimum income. In the next section, we
propose and describe a policy indicator based on hypothetical household
simulations of both out-of-pocket costs (RBs) and net incomes (micro simulation),
in order to get more insight into the adequacy of minimum income protection and
its inherent and mutual relation with the accessibility of goods and services. We

illustrate this with the case of Belgium.

A hypothetical household method to simulate out-of-pocket costs and net

incomes

In this article, we use Belgian reference budgets for social participation to assess
whether minimum incomes are sufficiently high to ensure people a life in dignity.
Hence, we translate the rather vague concept of human dignity, to the concept of
‘adequate social participation’. We define ‘social participation’ as the ability of
people to play the various social roles that one should be able to play as a member
of a particular society (Storms 2012), whereby social roles should be interpreted as
social expectations attached to positions (e.g. being a mother, being an employee,
being a citizen,...) that people take in society (cf. Giddens 2001: 28-29; de Swaan
2007). These social positions should not be understood as a nearly fixed social
status nor as a promotion of conformity with dominant patterns of behaviour.
Rather, it stresses the importance of having the opportunity to comply with
dominant social expectations, and having a choice to deviate from the norm if one
wants to instead of due to a lack of resources (Goedemé et al. 2015a). Our definition
of social participation is broader than many other definitions (See Levasseur et al.
2010) and combines, as we described above, personal development with social

cohesion.

145



The reference budgets we use for the purpose of this paper, are based on a
theoretical framework (Storms 2012) inspired by the theory of human need (Doyal
and Gough 1991) which discusses a list of ten intermediate needs that should be
fulfilled for adequate social participation: adequate housing, food, clothing, health
and personal care, maintaining social relations, safety in childhood, rest and leisure,
mobility and security. These needs are translated into concrete baskets containing
lists of essential goods and services (see Appendix Table 1 for a list of broad
categories of included goods and services in the Belgium context) based on various
information sources such as (inter)national guidelines, expert knowledge and focus
group discussions with citizens from various socioeconomic backgrounds (Cf.
Goedemé et al. 2015b; Carrillo-Alvarez et al. 2019b; Goedemé et al. 2015a). The
latter are used to validate the theoretical framework and assumptions, to define
essential goods and services and to assess the acceptability and feasibility of the
budgets within the current societal and institutional context. The baskets are priced
at minimum but acceptable prices in well spread retailers. In order to guarantee
realistic prices, the pricing strategy, including the choice of retailers, is checked in
focus groups. Participants were asked to consider whether the stores are accessible
and acceptable and whether it is possible to find similar items at the low prices we
include. Everything was priced at the lowest prices, but allowing for some variation.
For instance, food has been purchased at the lowest prices in the cheapest
supermarket but the total budget has been multiplied by 10%, to ensure that people
are able to buy their food in a supermarket within reach. Due to the variability in
rental prices on the private housing market, housing costs of private tenants are
defined by calculating the median price of dwellings corresponding to a list of

quality criteria based on the Vlaamse woonsurvey 2013 (Winters et al. 2015)%.

37 The following quality criteria have been used: (1) a good external (safe condition of walls,
windows, electricity and roof) and internal (respecting safety and health, without chemical risks and
moisture problems) physical condition of the building; (2) minimal comfort of the dwelling:
presence of a toilet and bathroom, no leaks and no moisture; (3) occupancy of the dwelling: assessed
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Since 2008, the RBs are yearly adjusted to price changes by means of a price survey
and every five years an update takes place to evaluate if the content of the reference
budgets still reflects what people minimally need in contemporary society (Storms
et al. 2015). The last full update occurred in 2013,

As we have argued above, the resources that people minimally need, depend on the
characteristics of households as well as on their living circumstances. Therefore,
RBs are constructed for well-defined household types, living in a specific social and
institutional context. In this paper, we make use of RBs for 12 different household
types without or with 1 or 2 children, living in the Flemish region of Belgium. The
adults are able-bodied and at active age (about 40 years old). The children are of 4,
8 or 15 years old, corresponding with pre-primary, primary and secondary school
age in Belgium. Importantly, it is assumed that all family members are in a good
health, self-reliant, well-informed and have access to common publicly provided or
subsidized goods and services (Cf. Storms et al. 2015; Goedemé et al. 2015b; Penne
et al. 2016; Penne et al. 2018). In 2017, a single woman at active age who rents her
dwelling at the private market needs 1,272 EUR/month in order to participate
adequately in society. A couple in a similar situation would need 380 EUR/month
extra to reach the same standard of living. If children are added to the household,
the budget of a single person increases with 23% to 42% depending on the age of
the children, up to 2,646 EUR/month for a jobless couple with two older children
(8 and 15 years old). We also include the differential costs that families need to
make if one adult is working®. The reference budgets for single earner couple

by one bedroom for the adult(s) and 1 bedroom per 2 children (unless they are older than 12 years
and of a different sex, in that case an extra bedroom is required). The median rent price is chosen to
guarantee a certain freedom of choice taking into account the limitations of the private tenant market.
38 Recently a new full update has taken place for the year 2018. For the purpose of this study, we
could not include data for the year 2018 yet, due to unfinished validation and missing data on income
components.

3 This includes some additional clothing, a budget to maintain relations with colleagues, less energy
or water costs at home, in some cases a budget for child care, and an extra visit to the GP (to prove
absence from work with a medical certificate) (see Storms et al. 2015).
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families exceed the budgets of work poor households with about 2% to 4%. In order
to illustrate the cost of child care, we only include child care costs for working
single parent families. In that case, the RBs increase on average with 10%.
However, there are many situations where child care would be desirable or
necessary even if (one of) the parents are (is) unemployed. Taking this into account
would increase the budgets for these families significantly.

To assess the adequacy of minimum incomes, reference budgets should be
compared with the net disposable income of families. In Belgium, for those at work,
minimum income protection consists of minimum wages supplemented with in-
work benefits. For the jobless, minimum income schemes are part of a complex
social security system“C. First, the classic social insurance system provides a
substitution income for the unemployed depending on previous labour market
situation, family situation and duration in unemployment (regressive in time).
Secondly, for those without professional income, there is social assistance support
as a ‘last resort’. Finally, there are supplementary benefits to bear social charges

such as family allowances and sickness benefits.

In order to simulate taxes and benefits, we make use of the Hypothetical Household
Tool (HHoT) which is part of the European tax-benefit microsimulation model
EUROMOD (cf. Sutherland and Figari 2013). The flexibility of the tool allows the
user to specify a large variation of hypothetical households for which the net
income, given a pre-specified gross income, can be simulated (Hufkens et al. 2016a;
Marchal et al. 2018b). In this paper we evaluate the adequacy of the following net
minimum income schemes for the abovementioned hypothetical households living

in Flanders: a social assistance income, a minimum income from unemployment

40 For more information on the social security system in Belgium, see Federal Public Service Social
Security (2017). “Social Security. Everything you always wanted to know (in Belgium)”, available
at socialsecurity.belgium.be/en/publications/everything-you-have-always-wanted-know-about-
social-security
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insurance and a minimum income from employment. In couples, we assume that
the partner is inactive. For the single earner families we assume that one adult (>20
years) works full time on a minimum wage with 12 months of work experience.
Minimum unemployment benefits can only be simulated partly in Euromod, hence
gross amounts are imputed*!, assuming an unemployment duration of 12 months,
and a previous full time work experience of 12 months. The simulation tool takes
into account all compulsory taxes and social security contributions, and all child-
specific benefits families are entitled to. Since study- and school allowances are

traditionally not included in Euromod, they are added, based on own calculations*.

The adequacy of minimum income protection: the case of Belgium

In this section, we use the case of Belgium to show how RBs are an effective policy
tool for assessing minimum income adequacy including the three dimensions of
Principle 14 in the EPSR (European Commission 2017): 1) ensuring a life in dignity
at all stages of life, (2) effective access to enabling goods and services, and, (3)

financial incentives to (re)integrate into the labour market.

Ensuring a life in dignity at all stages of life

In Figure 1 we assess the adequacy of minimum income schemes for 12
hypothetical household types by comparing the level of their net income to the level
of their reference budgets (illustrating the minimal out-of-pocket costs to fulfil
needs to participate adequately in society). The hypothetical families all live in the
Flemish region of Belgium, rent a dwelling on the private market and have one
income from either social assistance, minimum unemployment insurance, or from

working full time on a minimum wage. The net income takes into account all taxes,

41 Gross minimum unemployment benefits are derived from the KOWESZ database.
42 The amounts and terms and conditions of school and study allowances in the Flemish region of
Belgium are available online at https://www.studietoelagen.be/voorwaarden-en-bedragen
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social security contributions, and allocated benefits such as child allowances. The
comparison with the reference budgets shows clearly that social assistance or
unemployment incomes do not enable families to participate adequately in society.
The deficit is the largest for couples with older children living on social assistance
where the net income only reaches 65% of what they need at the minimum. This
means that, after having paid their fixed costs, these families have barely enough
left to buy food. With a social assistance income covering about 85% of the
necessary costs, single parent families with small children are able to fulfil their
physical needs, but there is nothing left to spend for recreational activities or social
relations. Incomes from minimum unemployment benefits reach a similar level
compared to social assistance incomes. Similar to various other EU countries where
both systems operate (See Immervoll 2012), the long term unemployment insurance

for people with previous low earnings is quite close to the level of social assistance.

Despite the fact that net incomes for single earner families with a full time minimum
wage are higher compared to the social floor for jobless, the figure below reveals
that incomes are generally still inadequate if these families rent a dwelling at the
private market. This corresponds with other research (e.g. Cantillon et al. 2017),
arguing that a single minimum wage is in many EU countries not sufficient to stay
out of poverty. For a couple with two older children the minimum wage covers only
80% of their essential needs. Only for families without children, one minimum
wage seems to be narrowly enough to participate adequately in society. However,
when these families would need a car for traveling to work, the reference budgets
would increase with about 265 EUR per month*?, meaning that the minimum wage
would be inadequate for all family types. Moreover, note that we did only include

child care costs for single parent families at work. When other families need paid

43 We have calculated the cost of a small second hand car (10 000 km/year).
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child care, the adequacy of their minimum income support will deteriorate
significantly.

Figure 1. The adequacy of minimum income schemes for families who rent their

dwelling at the private tenant market, EUR/month, Belgium (Flanders), 2017.
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Source: Reference budgets 2017 (CEBUD), net minimum incomes are simulated using HHoT 2017
(Euromod H1.0+)

In general, the indicator shows that minimum income support is more adequate for

single parent families compared to couples with children. This can be explained by
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the fact that both single parent families are entitled to the same (or only slightly
different) amounts of minimum income benefits, and to higher levels of child
allowances (supplement for single parents) while couple families include an
additional adult in the family. Because age-specific child allowances do not suffice
to cover for the significant increasing needs and associated costs of older children,
the adequacy of minimum income protection for families with children deteriorates

as children grow older (See also Penne et al. 2018).

How did the adequacy of minimum income protection evolve in the last decade? If
we look at the evolution of the reference budgets between 2008 and 2017, it is clear
that the cost of accessing minimal priced goods and services has increased beyond
the average consumer price changes captured in the Harmonized Consumer Price
Index (22% on average for essential minimal priced goods and services versus 16%
on average prices between 2008 and 2017)*. This can be largely explained by the
sharp increase in rent prices of small dwellings between 2008 and 2013 (see Storms
et al. 2015). Between 2013 and 2017 the reference budgets increased with another
5%, following average price evolutions*. Some costs have shown a larger increase
such as energy, health care and public transport, while other costs, such as the cost
of food, have slightly decreased or followed the average price index.

4 All items HICP (2015 = 100), annual average index, retrieved from Eurostat on September 4,
2018.

% This can be partly explained because rent prices, which are an important part of the total budget,
were adjusted following the Harmonised Consumer Price Index between 2013 and 2017. Future
updates including the new results of the ‘Vlaamse Woononderzoek 2019°, might show significantly
different results.
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Figure 2. The evolution of the adequacy of minimum income protection expressed
as % of the reference budgets (private tenants), 2008-2017.
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Source: Reference budgets 2008 and 2017 (CEBUD), minimum incomes for 2008 and 2017 are
simulated using HHoT (Euromod H1.0+).
Note: SA = social assistance, UB = minimum unemployment benefit, MW = minimum wage.

In Figure 2, we express the net income of families living with an income from social
assistance, an unemployment benefit or a minimum wage as a percentage of their
reference budget (for private tenants) in 2008 and 2017. The figure shows us that
the evolution of adequacy varies across household types, with the largest

improvements visible for single parents working on a minimum wage. Due to

‘making work pay’ measures, such as the decrease in taxes, the net income of single
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earners increased with 18 to 26%. The changes in the tax system (and in the child
benefit system) had a stronger effect on singles and single parents (24 to 26%) than
for couples without or with children (18 to 21%). We can see that adequacy
remained unchanged or even deteriorated for families with a minimum income from
unemployment (except for a single with one child), due to the limited increase of
gross minimum unemployment benefits (19%). Furthermore, the cost of (older)
children has increased more than the evolution of child benefits (13 to 15%), which
have not been adjusted to the evolution in price index (See Decoster et al. 2019),
and school- and study allowances (19%). As a result, for couples with two children
the situation declined in all minimum income schemes. Also for families without
children, the increase of net income was insufficient to cover the increase in
necessary costs, in particular rent prices. We can conclude that, after 10 years of
policy efforts (See also Decoster et al. 2019), minimum income protection is still
inadequate for most families renting their dwelling at the private housing market.

Access to enabling goods and services

The adequacy of minimum income support is not only determined by the level of
net income, but also by the accessibility of essential goods and services. Policy
makers can influence this in two main ways: (1) by providing or subsidizing goods
and services and improve overall access regardless of households’ financial
situations or, (2) by introducing means-tested cost reductions and improve
accessibility specifically for vulnerable groups. The first set of policies is partly
reflected in the level of the reference budgets, since it includes the minimum out-
of-pocket costs for education, public transport and health care services, among
others. Importantly, by calculating costs at the level of different household types
while keeping household characteristics constant (see above), we circumvent the
issue of variation of needs across households, which is inevitably related to the

affordability of goods and services (e.g. Aaberge et al. 2017). Of course, as
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indicated above, besides affordability, there are several aspects determining
whether a good or service is accessible such as the availability, spatial accessibility
and quality (e.g. Roose and De Bie 2003; Vandenbroeck and Lazzari 2014; Peters
et al. 2008). However, these other dimensions of accessibility are beyond the scope
of this paper. In this section, we focus on the second set of policy measures and
assess the impact of targeted in-kind benefits on the adequacy of minimum income

protection.

In the past few years, the Federal, Flemish and local governments as well as
different profit and non-profit civil society organisations have introduced a range
of cost-reducing benefits for low-income families. However, this landscape of
means-tested social tariffs and allowances has become rather complex, with a wide
variation of providers. Moreover, many of these cost-reductions are not allocated
automatically, and are subject to different kinds of (income) eligibility criteria. In
what follows, we calculate the impact of these in-kind benefits on the level of
resources families need at the minimum to participate in society, by assuming full
take up. The table below shows an overview of the benefits we have taken into
account. Inevitably this exercise requires some important assumptions: (1) the
families are well informed about the subsidies to which they are entitled, (2) the
family members can invest the necessary time and energy to address different
providers to apply for their social rights in the required form, and, (3) the providers
of these benefits are accessible for all. It is important to note that in many cases
these assumptions are not realistic and that non-take up of means-tested social
benefits frequently occurs, due to a variety of factors such as administrative barriers,
perceived complexity, lack of information and related stigma (e.g. Van Mechelen
and Janssens 2017).
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Table 1. Overview of means-tested cost-reducing benefits included in the study.

Cost-reducing benefit

Provider

Main conditions

Social rent

Social housing company

Income threshold

Rent allowance

Flemish government

4 years waiting list social
housing, below certain rent
limit and income threshold

Fuel allowance

Non-profit organisation

Income threshold

Social correction
Flemish energy tax

Flemish government

Specific social security
categories, below certain
energy limit (*)

Social tariff
electricity & gas

Energy distributors

Specific social security
categories (*)

Discount
economical devices

Network operator

Specific social security
categories (*)

Reduction
water bill

Drinking water distributors

Specific social security
categories (*)

Increased Reimbursement
Health care

Health insurance service

Income threshold or specific
social security categories

Reduction
public transport

Public transport company

Increased reimbursement or
specific social security
categories

Social tariff
internet & phone

Telecommunication provider

Specific social security
categories (*)

Exemption/reduction
Province tax

Province

Social assistance/ increased
reimbursement

Note: The table with cost-reducing benefits is non-exhaustive. In reality, families in Flanders can
have access to additional (rather small) cost reductions from local governments or organisations.
Due to the limited coverage and the large regional variation they are not included in this exercise.
(*) Minimum wage workers are not eligible to these benefits since they are only assigned to certain

categories of social security (e.g. social assistance).

Figure 3 below shows how the adequacy of minimum income protection increases

if families take-up all their monthly social rights. If families with an income from

social assistance make use of all the cost-reducing benefits (except the rent
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subsidies), and you add this in cash to their monthly social assistance net income, it
increases with 103 euro (12%) for a single person to 177 euro (10%) for a couple
with two older children. But it is especially the effect of social housing that makes
a substantial difference: depending on household income and family size, social
rent* increases the monthly budgetary space with 381 euro (44%) to 462 euro
(27%) compared to families renting on the private market. If we assume that
families take up all their social rights (adding up cost-reducing benefits + social
rent), the net income of single social assistance recipients without or with children
(the dotted black line in Figure 3), is just enough to allow for adequate social
participation. Nevertheless, social assistance levels (and minimum unemployment
benefits) remain largely inadequate for couples with children. Importantly, access
to social housing is limited in Flanders, covering only 6.7 % of the housing market
compared to 20.4% private tenants and 70.5 % owners (Winters et al. 2015). After
four years on the waiting list for social housing, low-income families renting a
modest dwelling on the private market are entitled to a rent allowance. For social
assistance recipients who receive the rent allowance, their budget increases with
138 euro for a single to 184 euro for a couple with two older children (not included
in the figure below).

4The price of social rent is calculated based on administrative data applying the legal framework
of the Flemish government, taking into account net taxable income, family size and patrimony
value.
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Figure 3. The adequacy of minimum income schemes assessed by the reference
budgets, including the impact of social rent and other cost-reducing benefits,
EUR/month, 2017.
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Source: Own calculations based on reference budgets 2017 (CEBUD), net minimum incomes are
simulated using HHoT 2017 (Euromod H1.0+).

Note: ‘SA/MW + taking up all social rights’ illustrates the level of net income for households living
on social assistance or one minimum wage, adding as a cash benefit the cost-reduction of renting a
dwelling at the social housing market, and taking up all cost-reducing benefits they are entitled to.

Financial incentives to (re)integrate into the labour market

The third dimension of the right to an adequate minimum income in the Pillar states
that “for those who can work, minimum income benefits should be combined with

incentives to (re)integrate into the labour market”. Above, Figure 3 shows that in
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the case of Belgium, there is a significant gap between net incomes from minimum
wages and net incomes from social assistance, ensuring financial incentives to work
(cf. Cantillon et al. 2017). If we express these net minimum incomes as a percentage
of the reference budgets, a net minimum wage is about 43 to 65 percent points more
adequate compared to a net income from social assistance. However, when children
are added to the working household, a minimum wage becomes insufficient for
adequate social participation. For a family with children, relative to their reference
budget, a minimum income from work is about 20 to 30 percent points higher than
an income from social assistance. This wedge decreases to only 10 percent points
if we take into account the cost of child care for single parent families at work.

If we now assume that single earners with a minimum wage take up all social rights
(cost-reducing benefits + social rent) to which they are entitled (the grey dotted line
in Figure 3), the adequacy of a minimum income from work would increase with
249 euro (15%) to 464 euro (21%) per month. This is mainly due to the impact of
social housing which does not exclude employed families, although social rent
prices are slightly higher since they are calculated based on taxable income. Figure
3 illustrates the effect of means-tested benefits in kind on financial work incentives
by showing how the two dotted lines (the net incomes including all social rights)
came closer to each other compared to the solid lines (the net incomes without cost-
reducing benefits and private rent). If we would express the net incomes including
all social rights as a percentage of the RBs, the gap between minimum wage and
social assistance reduces to 25 percent points for a single without children to no gap
at all for single parents with small children (taking into account the cost of
childcare). If a social assistance recipient without children, who pays social rent and
takes-up all social rights, starts working full-time on a minimum wage, costs can
increase up to 219 euro per month. This is due to the fact that work-rich households
are not eligible to the cost-reducing benefits attached to social security categories

and, for the other benefits, the net income of a single minimum wage earner is above
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income thresholds. If they have children, minimum wage workers fall below most
of (equivalised) income thresholds, which make them still entitled to the fuel
allowance and the Increased Reimbursement for health care. However, take-up of
these social rights is likely to be lower for people in employment, since assignment
IS not automatic and often goes through public welfare offices. Importantly, this is
not only a matter of work incentives, since social assistance recipients are also
entitled to more cost-reducing benefits compared to persons in unemployment or

other insurance categories.

Discussion

In this paper we propose reference budgets combined with hypothetical household
simulations of net incomes, as an indicator to support implementation of the right
to an adequate minimum income protection included in the EPSR. The Indicators
Sub-Group (ISG), has agreed on a common set of methodological criteria for the
development of EU social indicators of good quality (European ISG 2015). Social
indicators should be (1) valid and have a clear and accepted normative
interpretation, (2) robust and statistically validated, (3) sufficiently cross-nationally
comparable, (4) building on available data, timely and susceptible to revision, and,
(5) responsive to policy interventions but not subject to manipulation. (Atkinson et
al. 2002) Before we head to the conclusions, this section discusses some strengths

and weaknesses of our proposed indicator in the light of these quality criteria.

We start with the drawbacks. First, with respect to the validity of the indicator,
reference budgets never represent an exact income threshold. The priced baskets of
goods and services that people need at the minimum for adequate social
participation are always illustrative. Therefore, maximum transparency must be
pursued when developing RBs, which allows them to be integrated in a country’s
social debate of what is minimally needed to participate adequately in society.
Secondly, the indicator faces problems of robustness, since there is a lack of quality
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(comparable) data on social expectations, accessibility of goods and services,
purchasing patterns, prices and life spans. Focus group discussions including people
with different socioeconomic backgrounds can help to reveal important insights but
should be used carefully since they do not provide representative information. To
improve robustness, reference budgets are developed for a limited number of
household types with specific assumptions. However, this means that they cannot
be generalised to a benchmark for the population as such (see Penne et al. 2016).
As we have argued above, especially people living on low incomes encounter more
health problems and barriers to access quality services (e.g. Hernandez-Quevedo et
al. 2006; Mullainathan and Shafir 2013; W. Van Lancker 2013). Hence, if the RB-
indicator is used as a tool for policy makers or field workers to test income
adequacy, a first crucial step should be to check if the individual competences and
societal conditions are applicable. Informed by data on the institutional context,
actual consumption patterns and real-life population characteristics, an appropriate
equivalence scale could be developed to extrapolate the indicator to the wider public
(see Penne et al. 2016; Goedemé et al. 2019a).

However, outlining the common quality criteria shows also the clear advantage of
RBs in contrast to existing social indicators, notably the at-risk-of-poverty
indicator. Firstly, an important strength is the internal validity of the indicator, since
RBs provide an empirically based, transparent, concrete and acceptable benchmark
that represents an adequate minimum income level. They have a clear normative
interpretation of what is needed to adequately participate in society in the different
EU Member States, corresponding to the Pillars’ specific objective of fulfilling
people’s essential needs. This is done by building on a sound theoretical framework
of human needs and social participation, embedded in the institutional and social
context by making use of governmental guidelines, conventions and scientific
knowledge combined with the opinions of random citizens in focus groups. By

transparently documenting all methodological choices, regularly updating them to

161



changes in society and involving various stakeholders, RBs have the potential of

becoming a widely accepted instrument of consensus-building.

Secondly, our indicator has a clear advantage for policy makers in assessing both
ex ante the social impact of specific measures, as well as in monitoring ex post
changes in social policy. By taking a hypothetical household approach to policy
evaluations we are able to capture ‘pure policy intentions’. In contrast to indicators
of government spending, the results are not blurred by demographic changes, or
differences in rates of take-up and compliance. Moreover, the indicator allows to
estimate the combination of a whole set of —interacting- policy measures, including
all relevant taxes and cash benefits, as well as in-kind benefits. Importantly,
compared to other research (e.g. K. Nelson 2013; Cantillon et al. 2017; Van
Mechelen and Marchal 2013) and to other indicators of the Social Scoreboard
assessing the adequacy of minimum income protection, reference budgets have the
advantage of revealing the essential out-of-pocket costs families face, taking into
account both publicly provided or subsidized goods and services as well as cost-
reducing benefits. Hence, our indicator is not only responsive to changes in the level
and design of the benefits, but also to changes in the affordability of essential goods
and services such as reducing health care or housing costs. Moreover, by comparing
various household types, it is possible to identify unmet household needs and
groups that could be targeted. For instance, in Belgium minimum income protection
is generally less adequate for couples and for families with older children, since it
does not take proper account of the needs of an additional adult or growing child in
the household. As in most European welfare states, the tax-benefit system reflects
rather the result of a policy compromise interacting with the prevailing socio-

economic context than differences in household needs (Penne et al. 2018).

Finally, the RB indicator provides opportunities for maximising substantive
comparability (capturing the same level of living standard in different social

contexts), of a minimum income benchmark at EU level. Recently, two related EU
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funded projects (Goedemé et al. 2015a; Goedemé et al. 2015b) made some
considerable progress in the construction of cross-national comparable reference
budgets in Europe. This paves the way for EU policy makers to extend the use of
RBs as policy indicators to monitor implementation of the Pillar in a cross-
nationally comparable way. Due to a lack of data and the to some extent elusiveness
of the concept of social participation, complete substantive comparability remains
a distant objective. Nevertheless, both EU projects have tried to meet the
abovementioned challenges of robustness and comparability by developing a
common theoretical and methodological framework, starting as much as possible
from existing public guidelines, applying a step-wise well-coordinated and
harmonised procedure, making use of well-defined household types and relying on
a wide range of information sources and a strong network of national researchers,
experts and stakeholders. Elsewhere it is shown that the at-risk-of-poverty indicator
is comparable in a procedural way, but does not reflect the same level of living
standard across countries (see Goedemé et al. 2019a). Hence, reference budgets
could be a tool to enhance substantive comparability by representing a context-
specific benchmark that illustrates what an adequate minimum income means in the
different Member States.

Conclusions

In order to rebalance economic rights and social rights in the EU, there is an
increasingly urgent call for an EU binding framework on minimum income
protection, while at the same time taking into account the large heterogeneity across
Member States (Vandenbroucke et al. 2013). The launch of the European Pillar of
Social rights is a step towards a more right-based social Europe, aimed at fulfilling
people’s essential needs through adequate minimum incomes, labour market
inclusion and access to affordable goods and services of good quality (European
Commission 2017). Although the Commission assigns a very ambitious role to the
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EPSR, as a non-binding soft law instrument the content remains vague, leaving the
responsibility for its implementation to policy-makers at the national and local level
(Rasnaca 2017). Hence, without a translation of the Pillar’s rights into a set of good
quality indicators and support of all key stakeholders, promises might not be
fulfilled. Although the Social Scoreboard is an important tool, we argue that the
existing indicators lack a clear normative interpretation of what an adequate income
means in the different Member States. At the same time, the indicators are not
sufficiently responsive to policy interventions that affect income adequacy

indirectly such as the accessibility of essential goods and services.

In this paper, we have proposed a needs-based indicator that combines hypothetical
household simulations of essential out-of-pocket costs through reference budget
research and of tax-benefits through the micro-simulation tool HHoT (Euromod).
The added value of the indicator is illustrated empirically by applying it to the case
of Belgium, for a range of household types, living in the Flemish region. Adequacy
is assessed for the year 2017 and evaluated over the last decade (compared to 2008)
for three different minimum income schemes: a social assistance income, a
minimum income from unemployment insurance and a minimum income from
employment. The paper shows how the indicator is a useful policy tool that allows
for a broad view on minimum income including work incentives and access to
affordable goods and services. For the case of Belgium, we found that minimum
income schemes are generally insufficient to participate adequately in society. In
other studies it is shown that this is the case for most EU Member States (e.g.
Goedemé et al. 2019a; Penne et al. 2018). Although net minimum wages are in most
cases inadequate as well, financial work incentives are maintained through a wedge
with net social assistance levels. Furthermore, the indicator shows that reducing
out-of-pocket costs to access essential goods and services can support cash benefits
to ensure adequate social participation. In our case study, especially a reduction of

the housing costs through social rent, has a positive effect on the adequacy of
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minimum incomes. On the other hand, cost-reducing benefits are often fragmented,
insufficient to compensate for low cash benefit and subject to strict (income)
conditions or attached to social assistance excluding working- or other insurance
categories. Hence, out-of-pocket costs can increase significantly if social assistance
beneficiaries are integrated into the labour market, which might have a negative
impact on work incentives. However, this effect is probably overestimated if we
take account of the levels of non-take-up of means-tested and not automatically
assigned benefits (Van Mechelen and Janssens 2017). Moreover, this study focuses
on the affordability of goods and services while largely ignoring other aspects that
determine access such as the availability and the quality of the good or service (e.g.
Peters et al. 2008). For instance, in Flanders there is a limited supply of social
housing with long waiting lists for families in need (Winters et al. 2015). Hence,
similar to the conclusion of Vandenbroucke and Vleminckx (2011), we argue that
investment in accessible goods and services could be a successful complementary
strategy in the fight against poverty, but only if benefits are equally distributed and
balanced with adequate social protection levels, while at the same time taking into

account labour market activation of the low-skilled.

Social policy researchers have emphasize the need for EU policy input indicators
that evaluate policy packages, without compromising subsidiarity (Cantillon et al.
2017). In this paper, we show how reference budgets, and even more if they would
be developed in a cross-nationally comparable way, are an opportunity to develop
a more binding and comprehensive EU policy framework on adequate minimum
income protection (see also Deeming 2017). They are a useful tool to build a
common understanding of what an adequate minimum income means, while at the
same time being sensitive to the Member States’ context. Furthermore, their
detailed construction allows for cross-national learning with regards to the
accessibility of essential (publicly subsidised) goods and services such as healthy

food, housing, health care and education, as being emphasized by various rights in
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the EPSR. In sum, despite its limitations, we are convinced that the indicator
proposed in this paper can contribute significantly to the monitoring and
implementation of the right to an adequate minimum income protection expressed
in the EPSR, aiming at a life in human dignity for all.
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Appendix

Table A.1. Categories of essential goods and services included in the Belgian

reference budgets

Housing rent, utility costs, taxes
median rent for quality dwelling (Vlaamse woonsurvey)

repair and maintenance

Food liquids
bread, grains, potatoes
fruit & vegetables
meat, fish, eggs, diary
fats & residual
kitchen equipment

physical activity

Clothing coats & sweaters
shirts & tops
pants/dresses
sport clothes
underwear & socks
accessories
shoes

maintenance, repair & storage

Health care consult GP (every day diseases, minor traumata)
consult dentist
sun glasses and -lotion
family medicine chest (common medicines, plasters & bandages)
medical prevention (vaccines)
contraception

health insurances

Personal care hand, mouth & body hygiene

167



hair care

cosmetics and perfume
intimate hygiene women/girls
shaving

toiletry bag

basic bathroom equipment (e.g. towels, toilet paper)

Rest and leisure

bed with necessities

fold-out sofa

accessories (bedside table, lamp)

domestic leisure (e.g. TV, radio)

access to library

non-organised leisure (pub, cultural activities)
organised leisure (membership association)
babysit

yearly domestic holiday

small free-to-spend budget on non-necessity (to enable self-control)

Maintaining social
relations

visits of family and friends (+ extra dinnerware & chairs)
take away food/ eating out

computer with internet

printer and camera

mobile phone (for adults)

celebrations, cards and presents

obligations as a citizen (e.g. ID, province tax)

some accessories for cheerfulness at home
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Mobility bicycle (+ equipment and repair)

public transport inside city (annual bus pass)
public transport outside city on occasions (Train pass for 10 rides)
budget to use a shared car once a month (Cambio)

Unexpected expenses small monthly budget to save in order to replace durables
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Chapter 6: To what extent do welfare states compensate for the
cost of children? The joint impact of taxes, benefits and public

goods and services

Published as Penne, T., Hufkens, T, Goedemé, T and Storms, B. (2020). ‘To what
extent do welfare states compensate for the cost of children? The joint impact of
taxes, benefits and public goods and services’ in Journal of European Social Policy,
30(1), 79-94.4

Abstract

In order to alleviate child poverty, European welfare states have shifted their focus
increasingly towards child-centred investment strategies. However, studies
examining the generosity of welfare states to families with children fail to take
proper account of the out-of-pocket costs families face to access goods and services.
This paper aims to contribute by: (1) assessing the needs and costs of children by
making use of cross-nationally comparable reference budgets, while taking into
account publicly-provided or subsidized services, (2) simulating the cash benefits
and taxes that affect households with children, by making use of the new
Hypothetical Household Tool (HHoT), and, (3) propose a new indicator that
compares the essential out-of-pocket costs for children between 6 and 18 years old
with the simulated cash benefit packages: the child cost compensation indicator.
The use of the indicator is empirically illustrated by comparing six EU member
states: Belgium, Finland, Greece, Hungary, Italy and Spain. The paper shows that
cash transfers generally compensate less than 60 per cent of the cost of children.
Although in most countries support for families is higher at the lower end of the
income distribution, the net income of low wage single earner families is in many
cases insufficient to participate adequately in society.

47 The authors are grateful to Gerlinde Verbist, Zachary Parolin and two anonymous reviewers for
the comments and suggestions. We would also like to thank participants of the 24th FISS conference
in Sigtuna and the 15th ESPAnet conference in Lisbon for their feedback to earlier versions of this
paper. The ImPRovE reference budgets were developed in collaboration with national teams in
Athens (Eleni Kanavitsa, Alexandros Karakitsios and Manos Matsaganis), Barcelona (Elena Carillo
Alvarez and Irene Cusso Parcerisas), Budapest (Anikd Bernat, Marianna Kopasz, Bori Simonovits,
and Péter Szivds), Helsinki (Lauri Médkinen and Veli-Matti Ritakallio), and Milan (Marco Arlotti
and Yuri Kazepov). The Hypothetical Household Tool (HHoT) has been jointly developed by the
University of Essex and the University of Antwerp as an application of the EUROMOD software.
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Introduction

Within the spirit of the social investment turn, welfare state efforts to support
families with children have amplified and diversified, increasing the use of tax
advantages and child-centred services (Daly and Ferragina 2018; Ferrarini et al.
2012; Vandenbroucke and Vleminckx 2011). Despite these common trends, there
are large cross-national differences in how and to which extent families with
children are supported (Adema 2012; Thévenon 2011; Gauthier 2002; Fagnani and
Math 2008). This is generally the result of a political compromise, taking into
account common deservingness notions, but also considerations regarding financial
work incentives, budgetary concerns and objectives such as child well-being,
gender equity, fertility, female labour market participation, or support of a male
bread-winner model (e.g. Adema 2012; Thévenon 2011). Besides minimizing the
loss of welfare compared to childless families, family policies are also
(increasingly) used as a tool for reducing (child) poverty (Daly and Ferragina 2018;
Ferrarini et al. 2012). Studies have shown that family policies can indeed contribute
significantly to the reduction of poverty for families with children (e.g. Van
Mechelen and Bradshaw 2013; W.-H. Chen and Corak 2008; Bradshaw 2013;
Immervoll et al. 2001). Child support has also proven to be an important instrument
to combat in-work poverty among families with children, which is especially
prevalent among single parent and single earner couple families (Maldonado and
Nieuwenhuis 2015; Marchal et al. 2018a). Therefore, in this paper we address the
question to which extent cash and in-kind welfare state efforts compensate for the
additional needs of families with children and facilitate access to essential goods
and services, compared to childless families. Given their increased poverty risks,
we focus on single parents and single earner couples at the lower end of the earnings

distribution.

Even though there is a growing body of literature on welfare state generosity

towards families with children, studies often focus one-sidedly on transfers in cash
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(e.g. W.-H. Chen and Corak 2008; Immervoll et al. 2001; W. Van Lancker and Van
Mechelen 2015) or on government expenditure (e.g. Adema 2012; B&ckman and
Ferrarini 2010), disregarding the actual costs households face when accessing
essential goods and services. A few studies partly take into account out-of-pocket
costs for families with children for some services such as child care and health care
(e.g. Bradshaw and Finch 2002) or assess the distributive impact including cash and
in-kind benefits (e.g. Forster and Verbist 2012), taking account of the heterogeneity
in the impact of government expenditures. However, these studies typically lack an
adequate empirical and cross-nationally comparable underpinning regarding the
total needs-based costs that families face. This study seeks to address this gap by
proposing a new indicator which assesses to what extent welfare states compensate
for the essential costs of children, while taking account of the impact of publicly
subsidized goods and services. We look at differences in the compensation for the
cost of children in specific household types across the income distribution.

To do so, we start from a ‘needs-based approach’ for estimating the cost of children
in an empirical way. More in particular, we build on cross-nationally comparable
reference budgets, i.e. priced baskets of goods and services that illustrate what
households need at the minimum in order to participate adequately in society (cf.
Goedemé et al. 2015b; Goedemé et al. 2015a), to derive the minimum cost of raising
a child. In order to assess in a comparable way how welfare states distribute cash
resources for a broad range of family situations we make use of the new
Hypothetical Household Tool (HHoT) in EUROMOD. We focus on families with
children that are between 6 and 18 years old, an age group that is often neglected,
even though the private direct cost of a child (Thévenon 2009; Storms and Bogaerts
2012) as well as public expenditures (OECD 2013) generally increase with the age
of children.

In this article we focus on six welfare states for which we have comparable

reference budgets: Belgium, Finland, Greece, Hungary, Italy and Spain.

172



Comparative research (Bradshaw and Finch 2002; Fagnani and Math 2008;
Thévenon 2011; Van de Ven et al. 2017) has shown that, with the exception of the
‘liberal regime’, these countries cover well the variation in levels of GDP and in
the design of and spending on family policies that can be found in Europe: (1)
Finland, a Nordic welfare state focusing on universal dual earner support with
generous service-oriented family policies (e.g. Gupta et al. 2008), (2) Belgium,
often classified as a continental welfare state, also with generous family policies,
but a stronger emphasis on cash benefits and tax advantages corresponding to
family size (e.g. Storms and Bogaerts 2012; Ghysels and Van Lancker 2011), (3)
Hungary, belonging to the diverse and rapidly changing group of Eastern European
welfare states, with a limited provision of services, but relatively high spending on
universal cash benefits (e.g. Salanauskaite and Verbist 2013; Cerami 2006), and,
finally, (4) Greece, Italy and Spain, three Southern EU welfare states, with the state
taking a rather subsidiary role (‘familialism’) relying mainly on tax policy measures

(e.g. Karamessini 2008; Matsaganis et al. 2005).

In this article, we contend that the new indicator that we propose, the child cost
compensation indicator, offers a useful addition to the literature on the generosity
and distributive impact of the welfare state. In particular, the indicator allows to go
beyond cash and expenditure-based evaluations of welfare state generosity to
families with children. Furthermore, the indicator does not assess family-oriented
policies in isolation but looks at how the tax-benefit system as a whole, including
the interactions between various policies, affect the income position of households
with children as compared to similar households without children. By making use
of hypothetical household simulations, the intention is not to make representative
conclusions for the population. However, it allows us to make abstraction of the
socio-demographic composition of each population, so that the institutional
architecture of welfare state generosity is captured in its pure form. As we try to

illustrate for six different institutional contexts, this helps to uncover new insights
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into how welfare states shape the economic well-being of families with children by
distinct patterns of taxation, social benefits and benefits in-kind.

In what follows, we start with a theoretical consideration on the cost of a child,
including both a normative and a methodological perspective. Subsequently, we
explain how we derived the cost of children from reference budgets and we describe
the use of the Hypothetical Household Tool (HHoT) in EUROMOD. The results
are subdivided into three sections. In the first part we discuss the essential costs of
children, paying particular attention to heavily subsidized services such as
education, health care and (public) transport. In the second part, we identify the
child cash benefit packages that exist in each country under study. In the third part,
we bring all this information together into the child cost compensation indicator, a
new indicator of welfare state generosity to families with children. We conclude

with a brief discussion of the main findings and limitations of this study.

Why welfare states compensate for the cost of a child

Childrearing costs money. This means that, with an equal level of income, families
with children will be able to consume less per capita compared to childless families.
Moreover, parents often experience a potential loss of income due to the need to
provide parental care. On the other hand, children yield private benefits. One can
assume that parents decide to have children when these benefits are expected to be
larger than the private costs (Bradbury 2008; Pollak and Wales 1979; Wolf et al.
2011). Hence, why should the cost of a child be compensated? There are two main
arguments for policy makers to (at least partly) compensate for the cost of

childrearing.

Firstly, having children, raising them well and investing in their capacities is not
only beneficial for the household to whom the children belong, but also yield
positive externalities for society as a whole. As future adults they will participate in
the labour market, produce goods and services, and pay taxes (Wolf et al. 2011;
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Folbre 2008). In order to maximise these positive externalities, society benefits
from creating a family-friendly environment and investing in children’s human
capital (Esping-Andersen 2008). Accordingly, a public subsidy for families with
children is legitimate. However, it does not necessarily follow that (1) the cost of
having and raising children should be fully compensated; (2) the cost of children
should be compensated equally across households.

Secondly, if we take the perspective of the children themselves, there is also a social
justice argument to be considered. Several studies have shown that low-income
families have less financial and social capital to invest in their children compared
to higher income groups (e.g. Esping-Andersen 2008; Woessmann 2004). This
negatively affects the children’s current and future opportunities, and contributes to
reproducing inequalities (e.g. Corak 2006; Griggs and Walker 2008). Hence, from
a children’s equity perspective, not only should society support households in
raising children, there should also be increased levels of support for low-income
households to combat child poverty and reduce the gap in background-related life-

chances.

In practice, indeed, all contemporary welfare states support families with children,
implementing a wide variety of policies, often combining vertical and horizontal
redistribution (e.g. Adema 2012; Daly and Ferragina 2018; Kamerman and Kahn
1978). The question of this paper is whether these welfare state efforts are sufficient
to compensate for the cost of children, and in particular for vulnerable households.
According to Verbist and Van Lancker (2016), child benefit systems show a strong
correlation between vertical and horizontal equity objectives: countries that succeed
in minimizing the welfare loss of childrearing tend to succeed in a larger child
poverty reduction as well. This is related to the fact that children are
overrepresented in low income families, which implies that child benefits, not only
through the logic of targeting but also by default tend to lead to vertical

redistribution. Several other studies have shown that family benefits contribute
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significantly to the reduction of poverty among children (e.g. Bradshaw 2013; W.-
H. Chen and Corak 2008; Immervoll et al. 2001; Van Mechelen and Bradshaw
2013). Publicly provided and subsidised services also have redistributive effects,
although generally less compared to cash benefits, especially if they are not
accessible for all socio-economic groups in society (Ghysels and Van Lancker
2011; Forster and Verbist 2012; Marical et al. 2008; Vandenbroucke and
Vleminckx 2011). However, the design of family policies, for instance prioritising
good-quality child care services or rather high level cash benefits, may affect child
poverty also through potential effects on (female) labour market participation or
wage demand (B&ckman and Ferrarini 2010; Maldonado and Nieuwenhuis 2015;
Whiteford and Adema 2007). Broadly speaking, scholars agree that good
performances are generally found in countries with a balanced and generous system
with mutually reinforcing family support measures, combining a universal system
with a targeted approach to low income families (Van Mechelen and Bradshaw
2013; W. Van Lancker and Van Mechelen 2015). Although these studies have
shown the impact of child benefit policies on reducing child poverty, enhancing
labour market participation and equity, they do not inform us on the extent to which
welfare states actually compensate for the cost of children across the income
distribution. Before explaining our needs-based approach to assess the level of child
cost compensation, the next section discusses briefly the literature on how the cost

of a child can be identified.

Identifying the cost of a child

In the literature, there are different approaches to define and measure the cost of a
child. The cost of children is generally defined as the marginal cost households face
when a child is added to the household. Besides the direct cost, parents experience
an indirect cost due to the reduced labour market participation and adult time (e.g.
Bradbury 2008; Koulovatianos et al. 2009). However, this so-called opportunity
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cost is beyond the scope of this paper, given our focus on how welfare states
facilitate access to essential goods and services for families with children. Taking
opportunity costs into consideration (which vary strongly across families and
income groups), would conceal rather than reveal important cross-national
variations in the cost of accessing essential goods and services and how welfare
states compensate for this through cash transfers. This paper focuses on the direct
cost of children, but even then, the measurement remains a disputed question
(Browning 1992; Deaton and Muellbauer 1986; Thévenon 2009). For instance,
which proportion of shared goods should be attributed to children and what is the
role of economies of scale? Moreover, the cost of children depends on many factors
such as the age, gender and rank of children, the household income, the societal
context, the health situation and intra-household dynamics (Bargain and Donni
2012; Storms and Bogaerts 2012; Thévenon 2009).

For the purpose of evaluating the generosity of tax-benefit policies, and measuring
poverty across households, researchers and policy makers adhere often to a rather
arbitrarily chosen equivalence scale. Equivalence scales measure relative needs
between households of different sizes and composition (Buhmann et al. 1988). The
modified OECD scale, which is widely used in European studies, assigns a weight
of 1 to the first adult household member, 0.5 for each additional adult member, and
0.3 for each child below the age of 14 years. According to this scale, in order to
attain a similar living standard, a single parent with one child should be able to
spend 30% more than a single adult. However, household needs vary in more
complex ways than suggested by the modified OECD equivalence scale and depend
for instance on tenure status, the health situation and the accessibility of services
(Goedemé et al. 2019a; Paulus et al. 2010). Moreover, economies of scale vary

across the income distribution as well as between countries (e.g. Brandolini 2007).

In contrast, there has been a substantial amount of research trying to assess the cost

of a child in a more empirical way. Broadly speaking, two methods stand out: the
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indirect and the direct method. The indirect method relies on actual household
expenditure patterns. In order to assess the additional cost of children, one typically
compares the level of food expenses (or other basic goods), the consumption of
adult-specific goods such as alcohol, or, in a more general approach, the parents’
utility function of a household with children to a similar household without children
(Bargain and Donni 2012; Deaton and Muellbauer 1986; for an alternative approach
based on indifference curves, see Chiappori 2016). In contrast, the direct method is
concerned with the ‘needs question’ (Browning 1992): what goods and services do
children minimally need to satisfy their basic needs, and how much does it cost for
households? This normative perspective is the dominant approach in reference
budgets research (Sarlo 2013; Saunders 1999; Storms and Bogaerts 2012), which is
not driven by budget constraints as is the case with actual expenditure data.
Following this approach, the cost of children is computed by subtracting the
reference budget of a hypothetical household without children from the budget of a
similar household type with children. The difference reflects the child-related costs
as well as the cost of shared household items that can be attributed to children in a

specific household situation and context (Oldfield and Bradshaw 2011).

Data and methods

In this paper, we apply the direct method to derive what children cost at the
minimum in order to participate adequately in society. In what follows we provide
further details on the cross-nationally comparable reference budgets that we use.
Subsequently we explain how we estimate the cash benefit packages for households

with children as compared to households without children.

The estimation of the cost of children: reference budgets

In this paper, we look at the cost of children from what we call a ‘needs-based

approach’. In other words, the cost of children is estimated starting from a
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normative and empirical assessment of the cost of goods and services that can be
considered necessities. The outcome consists of so-called ‘reference budgets’
(RBs). We start from the first attempt to create cross-nationally comparable
reference budgets that illustrate which goods and services hypothetical households
need at the minimum to participate adequately in society (Goedemé et al. 2015b).
More in particular, the RBs have been developed for six European cities (Antwerp,
Athens, Barcelona, Budapest, Helsinki, and Milan) on the basis of a common
theoretical and methodological framework (Goedemé et al. 2015b). In order to
participate adequately in society, ten ‘intermediate needs’ are identified (cf. Doyal
and Gough 1991): adequate food, clothing, housing, personal care and health care,
safety in childhood, mobility, rest and leisure and maintaining social relations*®.
These are translated into detailed lists of goods and services and adapted to the local
context by national teams based on a variety of information sources including
(inter)national guidelines, scientific literature, focus group discussions and survey
data (Goedemé et al. 2015a; Goedemé et al. 2015b). All items were priced during
the first half of 2014 in well-spread retailers following a common procedure.
Importantly, we collected out-of-pocket costs for households in terms of the
disposable income that is required (net income after income taxes and social
contributions), taking account of reimbursements that people can receive. The cost
of a dwelling was estimated at the 30th percentile of the housing cost distribution
of dwellings that met some minimum quality criteria (for more details on the
method see Van den Bosch et al. 2016)*°. Given that the budgets were developed

for large cities, the cost of a car was not included.

8 Some needs are not fully covered by the reference budgets presented in this paper, notably security
and life-long learning.

49 The reference costs of housing are estimated for the year 2012 and refer to a broader region than
the city for which the simulations are done. Prices are adjusted to 2014 using specific price indices
for ‘actual rentals’ and ‘electricity, gas and other fuels’.
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As expected, the resources one needs at the minimum differ largely across
households depending on the socio-economic context and the characteristics of the
household members. Therefore, the RBs are developed for a limited number of
well-defined household types: a single person or couple without children; a single
person or couple with one child; a single person or couple with two children. The
adults are assumed to be at working age. The children are assumed to be 6-11 years
old (boy) or 12-17 years old (girl)>® . The cost of childcare is not included due to
the large variation in care instruments and in their formal and informal use within
countries, which depends largely on the family’s living situation such as the age of
children, labour market opportunities, cultural and social norms and the availability
of private and public childcare provisions (Janta 2014). Furthermore, we also
assume that all household members are well-informed, self-reliant, in good health
and make use of public services if they have access to them. Hence, the resulting
budget should be seen as a reference bottom line above which many families will
need additional resources to participate adequately in society (Goedemé et al.
2015b). A drawback of making use of a limited set of hypothetical households is
that they cannot be considered representative for the population as a whole.
Furthermore, the prevalence of these household types varies from one country to
another. Yet, the main advantage of using exactly the same set of household types
to compare across countries, is that it shows how welfare states operate, without the
confounding effect of different population compositions across countries, allowing
for a pure comparison of the design of welfare state policies for the household types

under consideration.

By subtracting the budget of a family without children from the budget of a family
with children, the cost of children of different ages can be calculated, taking into

account both child-specific costs and shared household costs. Moreover, comparing

%0 Reference budgets for a girl of 14 years old are not available for Helsinki.
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different household types while adhering to similar ‘preferences’ (e.g. in terms of a
healthy lifestyle, use of public transport, types of products bought) allows us to
identify economies of scale. By looking at the effective cost for private households
to access essential goods and services, welfare state generosity in terms of benefits

in kind is automatically taken into account.

The estimation of cash benefits for families with children: HHoT

In order to simulate taxes and benefits that apply to a specific gross wage, we make
use of the Hypothetical Household Tool (HHoT). HHoOT is a new instrument that is
part of the European tax-benefit microsimulation model EUROMOD (cf.
Sutherland and Figari 2013). The flexibility of the tool allows the user to specify a
large variation of hypothetical households for which the net income, given a pre-
specified gross income, can be simulated (Hufkens et al. 2016a). The characteristics
of the hypothetical households are the same as those used for constructing the
reference budgets. We specify the gross income for single parents and single earner
couples in the case of (1) earning 40% of a single average wage, (2) earning a single
average wage or (3) earning 150% of a single average wage. The average wage of
a full time worker in each country is extracted from the OECD’s online database
(OECD 2016). For the countries under study, 40% of the average wage represents
a low wage®l. While keeping the gross wage constant, we subtract the net income
of a family without children from the net income of a similar family with children.
This allows us to identify the total cash (dis)advantage provided by the state related
to having children, the so-called net “‘child-contingent’” payments (cf. Figari et al.
2011). We call this the child cash benefit package.

5 In Belgium the minimum wage is about 40% of the average wage, in Greece and Hungary about
35% and in Spain about 20%. In Italy and Finland there is no statutory minimum wage (Eurofound
2016).
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In each country, the child cash benefit package is simulated for the year 2014 and
consists of several income components, including gross income, personal income
taxes and social contributions for employees, family benefits, social assistance top-
ups and housing benefits. In Greece, Italy and Spain there are no national social
assistance benefit schemes, but both in Italy and Spain eligible households can be
covered by regional social assistance. Only for Spain, this regional information is
included in EUROMOD and, in this paper, social assistance is simulated for
Catalonia. Housing allowances are, for our specific household types in the year
2014, only simulated in Hungary®? where home maintenance support is allocated to
households with an income under a certain threshold. The total disposable income
of the household refers to the sum of all income components, subtracting taxes and
social contributions. Importantly, the cash components covered are limited to those
simulated in EUROMOD. Therefore, study allowances and tax deductions for the
use of services (e.g. the use of childcare), are not included, even though they can

make a significant difference.

The generosity of welfare states to families with children

In this section we take a hypothetical household approach in order to assess the
generosity of six different welfare states to families with children. We start with
discussing the essential costs of children in primary and secondary school as derived
from reference budget research. Secondly, more insight is given into the level and
determinants of the simulated child cash benefit packages. Finally, at the end of this
section, we propose an indicator that can contribute to assess welfare state

generosity to families with children: the child cost compensation indicator.

52 In the other countries, for the year under study housing allowances are not simulated because of a
lack of information in Euromod due to the complexity (Fl), the regional variation (IT & ES) or the
specific targeting and limited scope of the allowance (BE, EL).
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The cost of children

Figure 1 illustrates what a child of about 10 or 14 years old costs at the minimum
in order to be able to participate adequately in six large EU cities®. Food, housing
and safety in childhood account for the largest part of the total budget (see Appendix
Table. 1 for a list of categories included in the different baskets). It is worth stressing
that the relative out-of-pocket costs of what are generally regarded essential services
to be subsidized by the state (education, health care and transport) are rather low.
In line with other studies (Bradbury 2008; Storms and Bogaerts 2012; Thévenon
2009), it can be observed that the cost of a child generally increases with age. As
we did not include costs related to childcare or after school care, the cost of children
of 10 years old will be higher when families make use of care services, which would
probably also increase differences across countries. For families with two children,
economies of scale can reduce certain costs such as costs related to housing.
However, economies of scale are rather limited at the level of what is minimally

necessary for adequate social participation (Penne et al. 2016).

%3 Given that the value in EUR of the reference budgets represents a similar consumption pattern
across the six cities, the EUR values represent the real differences in out-of-pocket costs for having
a living standard in accordance with the reference budgets. Therefore, converting them in
international currency with purchasing power parities, would bias the comparison in the sense that
the outcome would show the difference in purchasing power with an income at the level of the
reference budgets if households would have an average consumption pattern rather than the one
represented in the reference budgets.
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Figure 1. The essential cost of a child of 10 or 14 years old, renting a dwelling at

the private market, EUR per month, 2014.
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are missing for Finland.

When comparing the cost of children across the six cities we find important

differences. The cost of a child at both ages is the lowest in Budapest while it is the
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highest in Helsinki and in Antwerp. These differences can be mainly explained by
variations in the availability and price of goods and services and, to a smaller extent,
by variations in the geographical, institutional and socio-cultural context. For
instance, the differences in climate have an impact on the choice of specific clothing
items, and the differences in socio-cultural habits have an impact on the choice of
social activities. Regarding the institutional context, the extent to which essential
services are publicly provided or subsidized influences the cross-national
differences in out-of-pocket costs. For instance, the low cost of health care for
teenagers in Antwerp is partly due to state subsidies for goods and services such as
a dental visit and birth control (girls <21y). Another example is the high cost of
essential school material and taxes for primary education in Barcelona versus the

very low cost in Helsinki.

The level and determinants of child cash benefit packages

The child cash benefit package corresponds to the specific cash advantages for
families with children compared to similar childless families. In all countries, the
level of this package is conditioned by different factors such as household
composition and gross income. Figure 2 illustrates how the level of the cash benefit
package for children varies with income (earning 40, 100 and 150% of the average
national gross wage) in each country. Taxes and benefits are simulated for single
parent households, renting a dwelling on the private market, expressed in
Purchasing Power Standards to allow for cross-national comparisons (i.e., corrected
for price differences across countries). At 40% of the average wage, the child cash
benefit package is the highest in Finland and the lowest in Spain. In most countries,
the package is higher for low income families, which is often due to the higher
family benefits they receive. In Finland, family benefits do not vary across the
income distribution, but families with an income at 40% of the average wage

receive a large social assistance top-up. In Greece, the simulated social assistance
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top-ups refer to a lump sum which was exceptionally allocated to families with a
low income in the year 2014. In Spain, families are no longer entitled to family
benefits above 40% of average gross wage, but higher up the income distribution

they receive significant tax advantages.

Figure 2. The child cash benefit package at 40%, 100% and 150% of the average
gross wage, for a child (10y), living in a single parent family, renting a dwelling at
the private market, expressed in PPS per month, 2014.
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Besides gross income, housing costs, marital status and the number and the age of
children determine the level of the child cash benefit package. In the case of outright
owners, the results remain largely the same, apart from the social assistance top-up
in Finland which is not allocated to outright owners because of the lower life
expenses (i.e. housing costs) which are included in the means-test (for more
information see Honkanen et al. 2017). For a single earner couple family, the child
benefit package is usually lower compared to a single parent family due to
differences in taxes and social assistance top-ups and specific benefits targeted at
single parents in Belgium, Finland and Hungary. The child benefit package
increases with the number of children, although usually not in a proportional way
due to the different treatment of the second child within the tax-benefit system (e.g.
higher family benefits in Belgium and Hungary) and interactions with the social
assistance scheme. Between the age of 6 and 18 years old there is no variation in
the child benefit package in the selected countries, except for Belgium where child
benefits increase with the age. In sum, the level of the cash benefits assigned to
families with children varies largely across and within countries. Given that these
factors operate differently across countries, one should be careful with generalising
the findings of just a few situations to the entire population.

A new indicator of welfare state generosity

In this section we propose an indicator that can provide a better understanding of
welfare state generosity to families with children, bringing together cash and in-
kind benefits, while taking account of the needs-based cost of children: the child
cost compensation indicator. Figure 3 illustrates this indicator, which expresses the
child benefit package (cf. Figure 2, in EUR instead of PPS) for a child in a single
parent family as a percentage of the essential cost of one child (about 10 or 14 years
old, cf. Figure 1) in six cities. The figure shows that the essential cost of a child is

nowhere fully compensated except for low wage workers in Helsinki. In the other
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countries, the child benefit packages are compensating between 0 and 60% of the
cost of a child with large differences as well within as across countries. For low
wage workers, the child cost compensation is the lowest in Barcelona and Athens
(5 resp. 13%) and the highest in Antwerp and Helsinki (58 resp. 100%). In general,
the child cost compensation decreases with income (except for Barcelona) and with
the age of the child. The latter can be explained by the higher costs as children grow
older, while the benefits generally do not vary. For a single earner couple family,
costs are generally compensated to a lesser extent since they receive less child-
specific advantages. For outright owners, the child cost compensation is slightly
higher in most countries, which is mainly due to the lower housing costs (For
details, see Appendix 2).
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Figure 3. The child cost compensation indicator. The child cash benefit package at
several wage levels expressed as a percentage of the essential cost of a child of 10

and 14 years, in a single parent family, private tenant, 2014.
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It is noteworthy that in most cities (except for Barcelona), the welfare state is
working harder to compensate the cost of children at the lower end of the income
distribution. In Figure 4 we evaluate how this translates into the adequacy of low

(or minimum) wages for single parent families with children compared to childless
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families. To assess adequacy, we express the net income as a percentage of the
reference budgets. Figure 4 illustrates the adequacy of the income of a single person
with and without a child, working full time at a low wage. The figure indicates that
earning 40% of the average wage, for singles with or without children renting a
dwelling at the private market, is nearly everywhere insufficient to participate
adequately in society. Only in Helsinki and Antwerp, resources seem to be
adequate. The lower housing costs for outright owners obviously result in a higher
level of adequacy. Nevertheless, for single parents with children in Budapest,
Athens and Barcelona incomes remain largely inadequate regardless of the tenure
status. Importantly, we observe that the net incomes of families with children are
everywhere (except for private tenants in Helsinki) less adequate compared to
families without children. This warrants further in-depth political debate about
reducing the cost of children or increasing the cash advantages towards families

with children, especially for families living on a very low income.
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Figure 4. The adequacy of the net income of a single without a child and a single
parent with a child (10y), working full time at 40% of the average wage, private

tenants vs. outright owners, 2014.
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Discussion and conclusions

In this paper we have assessed the generosity of six welfare states to families with
children compared to similar families without children. We argue that purely cash-
based evaluations of the generosity of welfare states miss an important dimension,
which cannot be adequately assessed by looking at government expenditures only.
Hypothetical household simulations of both essential out-of-pocket costs and tax-

benefits can help to fill this gap. Reference budgets offer a tool to estimate the
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minimum out-of-pocket costs of allowing children to participate adequately in
society, including the cost for accessing publicly provided or subsidized services.
The Hypothetical Household Tool in EUROMOD allows to estimate how tax-
benefit rules affect the net income of a family when children are added to the
household, keeping everything else constant. By integrating both types of
information, we propose a new indicator, the child cost compensation indicator,
which aims to contribute to a better understanding of welfare state generosity to

families with children.

We know from previous studies (e.g. Van Mechelen and Bradshaw 2013) that child-
specific policies can contribute significantly to the reduction of poverty, but little is
known on the extent to which these policies effectively compensate for cost of
children across the income distribution. First of all, the child cost compensation
indicator shows that, in all selected cities, the essential direct cost of a child in a
single parent or single earner couple family is compensated only partially, generally
less than 60%. Only for low-wage workers paying private rent in Helsinki, and
receiving a social assistance top-up, the child-related cost for accessing essential
goods and services is fully covered by the child cash benefit package. Although
there are large cross-national variations, it is clear that a family with and without a
child are generally not equally well off in terms of the disposable income that is
needed for adequate social participation, while assuming the same labour supply
and gross wage. This raises the question about how this compares to reasonable
horizontal equity objectives. Secondly, regarding vertical equity, the paper reveals
that, although family policies work stronger at the lower end of the income
distribution (except for Barcelona), the income of single parents and single earner
couples with children working on a low wage, is in many cases, especially in the
case of private tenants, insufficient to participate adequately in society. By taking a
needs-based approach, the indicator shows that subsidizing essential goods and

services, and in particular reducing housing costs, can improve the adequacy of
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incomes. Finally, the paper indicates that the costs of families with older children
are generally less compensated. This is an issue that should receive more attention

when analysing welfare state generosity to families with children.

The results of the paper are not necessarily contradicting previous cross-national
comparisons of welfare state generosity towards families with children. Yet, they
refine our insights into two main issues: (1) the ranking of welfare states in
supporting families with children, and, (2) the conjunction of cash and in-kind
benefits in supporting families with children. As indicated by previous studies
(Bradshaw and Finch 2002; Thévenon 2011), Antwerp and Helsinki are taking a
high-support road to compensate families with children, followed by Budapest and
Milan, while Barcelona and Athens show rather limited support. In the latter cities,
the low child cost compensation seems to be in line with the ‘South European
familialism hypothesis’ (e.g. Karamessini 2008). Moreover, by relying more on tax
advantages, low-income families in Barcelona benefit less compared to high
income families. However, our results for Milan do not follow the Southern Welfare
state model, showing a relatively high child cost compensation for low wage
earners. Yet, families with children are still less well-off compared to childless
families in terms of fulfilling their needs for adequate social participation.
Secondly, in line with previous studies (Forster and Verbist 2012; VVandenbroucke
and Vleminckx 2011), we see no conflict between cash and in-kind benefits,
although they are not always going hand in hand either. In the high-support-cities,
Antwerp and Helsinki, generous family benefits are accompanied by a relatively
generous subsidization of child-specific services, while in the cities with the lowest
support, Barcelona and Athens, families with children receive not only lower cash
support, but families seem to face also relatively higher costs in order to access
essential services. However, in Milan, and to a lesser extent in Budapest, relatively
generous family-specific cash support to low wage earners is combined with a

relatively high cost of publicly provided services.
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The paper also reveals that differences in child cost compensation do not always
correspond to levels of public spending on families as a percentage of GDP (cf.
Table 3 in Appendix), which is often used a as a proxy for welfare state generosity
(e.g. Adema 2012; Thévenon 2011). For instance, governments in Finland and
Belgium spend both a high amount on families with children, but Finland (Helsinki)
succeeds better in compensating the cost of children at the bottom. Likewise, Italy
and Spain show similar public spending levels, but through low-income targeting,
disadvantaged children are better supported in Italy (Milan). Given that the level of
public spending on families with children depends on many other factors (including,
for instance, the demographic structure of the population and the relative level of
wages in the public sector), our indicator offers a more direct estimate of how
generous welfare states are towards families with children in their design. It allows
for showing not only the overall level of support on average, but also how it is
distributed between different family situations. Further, the cross-country patterns
that the child cost compensation indicator shows may be an invitation to rethink our
understanding of cross-national variations in public spending on families with

children and their effectiveness in reducing poverty and inequality.

Our approach has several limitations. The most important limitation is that we can
only estimate the child-specific costs and policies for a limited number of
hypothetical situations, focusing solely on working —single earner couple and single
parent— families renting on the private market or being an outright homeowner, and
living in specific cities. These situations cannot be taken to be representative for the
population as a whole. For instance, according to the EU-SILC survey, renting a
dwelling at the private market, is much more common in some countries (e.g.
Belgium) than in others (e.g. Hungary). Similarly, single parent families with
children cover a relatively small group of the population (below 10%), with the
largest share in Belgium and the lowest in Greece. Also, the share of single earner

couple families typically differs largely across countries, being much more
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represented in the Southern European Countries and Hungary than in Finland and
Belgium (OECD 2013). Still, as we have tried to show, by combining the results
for different family types, it is possible to get a more complete picture of how
welfare states operate and it would be interesting to see whether future studies that
cover a broader range of household situations would be able to replicate our
findings. Another limitation of our study is that we estimated the cost of children in
particular cities. We are well aware that in some countries significant regional price
variations (in particular related to housing), as well as regional policies do exist
which are not taken into account by the tax-benefit simulations. Moreover, when
focusing on the access costs of education, health care, and public transport we only
take into account the minimum out-of-pocket cost, while disregarding other
important differences across regions in the quality and availability of the services.
The availability of regional price data in particular would be very beneficial for
expanding the scope of the study and facilitate extrapolation to the national level.
Despite these limitations, the hypothetical household approach has the advantage
of clarity: it is a pure institutional approach in the sense that we compare how the
same hypothetical households would fare in the six cities in accordance with policy
intentions. The results are not blurred by different compositions of the population
in each of these countries, or different rates of take-up and compliance. Obviously,
an assessment based on representative survey data would offer a very valuable
complement to our study (e.g. Verbist and Van Lancker 2016), but implies the
necessity to estimate the cost of children for a much broader range of situations. We
are convinced that the indicator proposed in this paper offers a significant added
value in understanding how generous different welfare states are towards families
with children by going beyond cash benefits and by trying to take better into account
welfare state efforts in providing and subsidizing essential goods and services, a

perspective that has received too little attention, in spite of its (growing) importance.

195



Appendix

Table A.1 Categories of essential goods and services included in the reference
budgets for families with children (ImPRovE budgets, 2014)

Housing rent, utility costs, taxes
estimated at 30th percentile (EU-SILC 2012)

meeting list of quality criteria

Food liquids
bread, grains, potatoes
fruit & vegetables
meat, fish, eggs, diary
fats & residual
kitchen equipment

physical activity

Clothing Coats & sweaters
shirts & tops
pants/dresses
sport clothes
underwear & socks
accessories
shoes

maintenance, repair & storage

Personal care Hand, mouth & body hygiene
cosmetics and perfume
intimate hygiene women/girls
shaving
toiletry bag
hair care

basic bathroom equipment (e.g. mat, rubbish bin)

Rest and leisure bed with necessities
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Maintaining social
relations

Safe childhood

Mobility

fold-out sofa

accessories (bedside table, lamp)

domestic leisure (e.g. TV, radio) + access to library
non-organised leisure (pub, cultural activities)
organised leisure (membership association)

babysit

yearly domestic holiday

visits of family and friends (+ extra dinnerware & chairs)
take away food/ eating out

computer with internet

printer and camera

mobile phone (for adults)

celebrations, cards and presents

obligations as a citizen

cheerfulness at home

day trip

mobile phone (teenagers)
birthday party (< 12 years)
youth association

toys

cultural activities

pocket money

Bicycle and bicycle equipment and repair

Publicly provided or subsidised services

Health care

consult GP (every day diseases, minor traumata)

consult dentist (+ filling tooth)

sun glasses and -lotion

family medicine chest (common medicines, plasters & bandages)
medical prevention (vaccines)

contraception

health insurance
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Education* enrolment fee
compulsory insurances
compulsory school uniform
compulsory school books
notebooks, cover paper, files
school- and gym bag
case holder & writing material
desk & chair
lunchbox & thermos (if no lunch at school)

extracurricular activity/ field trip

Public transport annual card for use of public transport in the city

budget to travel outside the city occasionally (holiday & day trip)

*Note: for secondary education, we have calculated the average costs required for studying a general
discipline (no specialization) in a public school.
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Tables A.2 Child cost compensation indicator for different household types. The
child benefit package for single earners working full time at 40, 100 or 150% of the
average national wage, expressed as a percentage of the essential cost of one or two

children (10 and 14y), living in a single parent or couple family, 2014.

A.2.1 Child cost compensation for private tenants.

PRIVATE TENANTS

Single parent Couple single earner
% of 1 1 child 2 children 1child 1child 2 children
OECD child  (14y) (10y, 14y)  (10y) (14y) (10y, 14y)
average (10y)
wage
Athens 40% 0.13 0.12 0.12 0.11 0.10 0.11
100% 0.03 0.03 0.06 0.06 0.06 0.06
150% 0.00 0.00 0.03 0.03 0.03 0.03
Barcelona  40% 0.06 0.05 0.06 0.06 0.05 0.06
100% 0.38 0.30 0.22 0.10 0.08 0.10
150% 0.29 0.23 0.18 0.10 0.08 0.10
Budapest 40% 0.30 0.23 0.30 0.24 0.19 0.24
100% 0.25 0.20 0.21 0.21 0.16 0.20
150% 0.25 0.20 0.21 0.21 0.16 0.18
Milan 40% 0.41 0.32 0.33 0.21 0.17 0.24
100% 0.28 0.22 0.31 0.28 0.22 0.31
150% 0.22 0.17 0.20 0.22 0.17 0.20
Helsinki* 40% 1.02 - 1,09 0.52 - 0.79
100% 0.32 - 0.39 0.22 - 0.27
150% 0.32 - 0.39 0.22 - 0.27
Antwerp 40% 0.58 0.47 0.58 0.34 0.33 0.43
100% 0.43 0.39 0.50 0.34 0.32 0.46
150% 0.43 0.39 0.50 0.34 0.32 0.46
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A 2.2 Child cost compensation for outright owners.

OUTRIGHT OWNERS

Single parent Couple single earner
% of 1child 1child 2 children 1child 1child 2 children
OECD (10y) (14y) (10y, 14y) (10y) (14y) (10y, 14y)
average
wage
Athens 40% 0.22 0.20 0.15 0.09 0.08 0.09
100% 0.03 0.02 0.05 0.03 0.02 0.05
150% 0.00 0.00 0.03 0.00 0.00 0.03
Barcelona 40% 0.06 0.05 0.06 0.06 0.05 0.06
100% 0.31 0.24 0.18 0.10 0.08 0.09
150% 0.29 0.22 0.18 0.10 0.08 0.09
Budapest 40% 0.32 0.24 0.30 0.27 0.21 0.28
100% 0.27 0.21 0.22 0.25 0.19 0.22
150% 0.27 0.21 0.22 0.25 0.19 0.20
Milan 40% 0.53 0.40 0.39 0.53 0.40 0.39
100% 0.31 0.24 0.33 0.31 0.24 0.33
150% 0.24 0.19 0.22 0.24 0.19 0.22
Helsinki* 40% 0.38 - 0.66 0.38 - 0.66
100% 0.38 - 0.42 0.38 - 0.42
150% 0.38 - 0.42 0.38 - 0.42
Antwerp 40% 0.67 0.53 0.65 0.67 0.53 0.65
100% 0.50 0.44 0.56 0.50 0.44 0.56
150% 0.50 0.44 0.56 0.50 0.44 0.56

Source: own calculations using HHoT/EUROMOD 2014 & ImPRovE budgets 2014 (Goedemé et
al. 2015b).

*Note: In Helsinki the second child is 4 years instead of 14 years old. The indicator is based on a
comparison in Euros, both in the numerator and the denominator.
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Table A.3 Government social expenditure on families with children, 2013 and latest
available, expressed as % of GDP

Total Cash Tax breaks ECEC & Education

services (primary to

secondary)

Greece* 1.28 0.97 / 0.31 /

Spain 4.15 0.52 0.12 0.82 2.70
Italy 4.69 0.76 0.55 0.65 2.73
Hungary 6.22 1.91 0.69 1.05 2.58
Finland 7.25 1.51 0.00 1.70 4.05
Belgium 7.68 1.83 0.52 1.03 4.30

Source: OECD Social expenditure database and OECD education database (accessed April 2018).
Note: Cash benefits include family benefits, allowances and parental leave benefits. Education
includes primary to secondary education. *Data for Greece refer to 2012, and exclude expenditures
on tax breaks and education.
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Chapter 7: What does it mean to live on the poverty threshold?

Lessons from Reference Budget research.

Published as Goedemé, T., Penne, T., Hufkens, T., Karakitsios, A., Simonovits, B.,
Carillo-Alvarez, E., et al. (2019). ‘What does it mean to live on the poverty
threshold? Lessons from reference budgets’ in B. Cantillon, T. Goedemé, & J. Hills
(Eds.), Decent incomes for all: Improving policies in Europe (pp. 13-33), New
York: Oxford University Press. %*

Abstract

This chapter makes use of the first effort to construct cross-country comparable
reference budgets in Europe to show what the large cross-national differences in
living standards imply in practice for the adequacy of incomes at the level of the at-
risk-of-poverty threshold. The budgets show that, in the poorest EU Member States,
even adequate food and housing are barely affordable at the level of the threshold,
whereas a decent living standard is much more in reach for those living on the
threshold in the richer EU Member States. The reference budgets also suggest that
the poverty risk of some groups (for instance, children) is underestimated relative
to that of other age groups, while the poverty risk of homeowners is probably
relatively overestimated.

% We are grateful to Jonathan Bradshaw, Peter Saunders, and all members of the ImPRovE
Consortium for valuable comments and suggestions throughout the ImPRoVE project. In particular
we would like to thank Bea Cantillon, Anne Van Lancker, and Fintan Farrell for the exchanges we
had when developing this chapter. We made use of anonymized microdata from the EU Statistics on
Income and Living Conditions (EU-SILC), provided by Eurostat.
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Introduction

Over the past 20 years, the use of the at-risk-of-poverty (AROP) threshold has
become increasingly widespread. Furthermore, in this book it takes centre stage as
a tool for assessing trends in poverty and social exclusion and for evaluating the
distributive effects of social and fiscal policies. However, as is well known, the
indicator builds on a number of assumptions and simplifications that have given
rise to several criticisms. In this chapter, we illustrate how reference budgets could
help to “contextualize” the AROP threshold by generating more insight into the
kind of living standard that can be afforded with an income at the level of the
threshold in different countries. Such an approach does not necessarily generate
empirical support for the use of the threshold, nor does it offer an alternative to the
ARORP indicator. Nonetheless, we contend that it provides essential background

information for researchers and policymakers who use the AROP indicator.

Especially since the enlargement of the EU in 2004, the AROP indicator has
attracted criticism, in spite of its strengths and widespread use, as highlighted in,
for instance, Atkinson, Cantillon, Marlier, & Nolan (2002). In this chapter, we argue
that reference budgets can help to put into context four weaknesses that are often
the subject of criticism.

1. The threshold is defined rather arbitrarily, as 60% of the national median
equivalent disposable household income.

2. The AROP line represents very different levels of purchasing power in
different countries, and it is not at all obvious that an income at the level of
the threshold indicates a similar or comparable situation in terms of poverty
or social exclusion.

3. The AROP indicator builds on the assumption that economies of scale at the

household level are proportional to the level of household income and are
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constant across countries, in spite of varying consumption patterns across
the income distribution and across countries.

4. The AROP threshold does not take account of cross-national variations in
the institutional characteristics of the welfare state and, in particular,
variations in the public provision or subsidization of essential goods and
services. Obviously, it is a different thing to live on a certain income when
essential goods and services (e.g., primary health care, public transport, and
education) are freely available or heavily subsidized than when they have to

be bought at market prices, ceteris paribus.

For several purposes, these shortcomings are not very problematic. For instance, as
many chapters in this volume show, the indicator properly allows for studying the
size and characteristics of groups living on a very low income, within and between
countries and over time, and it provides useful information on the extent to which
social and fiscal policies are targeted at the bottom of the income distribution. In
contrast, for other purposes, these aspects may be more problematic. For instance,
for the AROP indicator to serve as an indicator of poverty, comparability is
undermined if there is no linear relation between the AROP threshold and the
necessary resources for having access to a minimum acceptable living standard.
Similarly, as a poverty indicator, it may partially fail if economies of scale vary
substantially across countries or if the provision and subsidization of essential
goods and services vary in important respects within or across countries. Also, when
evaluating the adequacy of minimum income support, or when entering into a public
debate about an appropriate level of the minimum wage or minimum income
support, the arbitrariness of the level of the threshold can be problematic. In these

cases, comparable reference budgets can be helpful.

Reference budgets, or budget standards, are illustrative priced baskets of goods and
services that represent a certain living standard (cf. Bradshaw 1993). Reference
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budgets are mainly used to identify the resources required for a decent living
standard. They serve a variety of purposes, including setting income maintenance
levels, determining additional income support, debt rescheduling, financial
education, and assessing the adequacy of (minimum) wages and benefits (for a
review, see Storms et al. 2014). As we have argued elsewhere (Goedemé et al.
2015a), if developed in a cross-country comparable way, reference budgets could
in addition help to contextualize EU social indicators, to monitor the adequacy of
social protection schemes in a comparative perspective, and to facilitate cross-
national learning in order to design more effective social policies. However,
reference budgets are difficult to construct in a way that is valid, robust, and
comparable at the same time. In the ImPRoVE project (2012—-2016), several country
teams have endeavored to construct for the first time cross-nationally comparable
reference budgets for six European cities (Antwerp, Athens, Barcelona, Budapest,
Helsinki, and Milan). In addition, the same method has been applied to construct
reference budgets for Luxembourg, which joined at a later stage (for details, see
Franziskus 2016). The seven cities are located in countries that vary greatly in terms
of the size and structure of their welfare state as well as GDP per capita. The main
methodological considerations as well as the first results of this endeavor have been
described in detail in Goedemé, Storms, Stockman, Penne, & Van den Bosch
(2015b). In this chapter, we go a step further and explore how comparable reference

budgets can be put to use for contextualizing the AROP indicator.

From the ImPROVE project, it has become clear that, due to their complexity, limits
to data availability, and the current level of methodological development, reference
budgets cannot replace any of the existing indicators of poverty or social exclusion.
However, as we show, reference budgets can help to put into context the weaknesses
of, for instance, the AROP indicator, so that a better informed interpretation of
poverty estimates is possible. In particular, reference budgets help to show what the

strong cross-national differences in living standards mean in practice for the
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adequacy of incomes at the level of the AROP threshold. They also suggest that the
poverty risk of some groups (for instance, children) is underestimated, in absolute

terms and relative to that of other groups (such as singles and outright homeowners).

The chapter is structured as follows: first, we elaborate on why it is necessary to
contextualize the AROP threshold. Next, we explain the main assumptions
underlying the ImMPRovE budgets and sketch the method used. Subsequently, we
present the ImMPRoVE reference budgets and explain briefly the most important
reasons for the main differences across countries. In the following section, we
explore the use of the reference budgets to contextualize the AROP indicator. We
conclude with a discussion of what we have learned from the present exercise and

how it could be improved in the future.

Why contextualise the AROP indicator?

The idea that the results of the AROP indicator should be contextualized is not new
(cf. Cantillon and Vandenbroucke 2014). In fact, when Atkinson et al. (2002) made
their recommendations for a system of EU social indicators, they wrote, “It is, we
believe, possible to ‘demystify’ the choice of percentage, and thus the level of the
poverty line, by explaining what it means in terms of purchasing power in each
individual member state” (Atkinson et al. 2002, p.92). Later, the EU’s Indicator
Sub-Group emphasized that “for each country, the poverty risk indicator must be
assessed by looking at both the share of people whose income is below the threshold
and the comparative level (in purchasing power standards [PPS] ...) of this
threshold” (ISG 2015, p.10).

Keeping that recommendation in mind, we can note that, although the percentage
of the population at risk of poverty in Hungary, for instance, is on a similar level to
that in Belgium and Sweden, the purchasing power of those below the poverty line

in Hungary is much lower, because at the level of the threshold, a household in
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Belgium can afford over 2.5 times more goods and services than a similar household
in Hungary (see Figure 1). Also—according to these indicators—the poverty
situation was worst in Romania, where the AROP rate was clearly the highest, while
the threshold was the lowest—nearly seven times lower than the threshold in
Luxembourg (that is, accounting for relative price differences). However,
interpretation becomes more difficult when thresholds as well as poverty risks are
higher, or both are lower (e.g., Luxembourg compared to the Czech Republic). In
these cases, it is very difficult to give a consistent interpretation and to provide an
answer with regard to where poverty is most likely to be highest. In addition, the
vast differences in purchasing power, as indicated by the threshold expressed in

PPS, remain abstract.

207



Figure 1. The at-risk-of-poverty rate (AROP60; 60% threshold, left axis),
contextualised by the 60% at-risk-of-poverty threshold in purchasing power
standards (PPS; right-hand axis), EU-SILC 2014
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Source: Eurostat online database (accessed August 2016).

So, how can one empirically assess in more concrete terms what it means to live on
the poverty threshold with a purchasing power that is 2.5 times lower in one country
than in another? And, even more challenging, how can one empirically assess
whether 60% of the national median equivalent disposable household income is
sufficient to have a decent living standard and to avoid poverty? Various options
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could be explored, including the use of other information regarding material
deprivation or economic stress, subjective poverty lines, or household budget
survey data. In fact, many of these options have been considered in the past for
defining a reasonable set of poverty lines (for a review, see Atkinson et al. 2002;

Van den Bosch 2001; Deleeck et al. 1992), but none has been very convincing.

In this chapter, we focus on budget standards or reference budgets, an option that
has also been suggested by previously cited authors. Various approaches exist for
developing reference budgets, differing in particular with regard to the level of
detail with which baskets of goods and services are specified and the extent to which
one relies on household budget survey data (for a review, see Storms et al. 2014).
In the ImMPRoVE project, we opted for fully specified reference budgets —that is,
reference budgets consisting of a concrete list of goods and services with for each
product and service a specification of the type, quality, quantity, lifespan, provider,
and price. The budgets were constructed on the basis of a variety of information
sources, including public guidelines and regulations, survey data, and discussions

in focus groups.

The ImPRoVE reference budgets: assumptions and method

Main assumptions underlying the ImPRoVE budgets

The starting point of developing reference budgets consists in defining the “targeted
living standard,” that is, the living standard to which the budgets should
correspond.® In our case, this is the minimum financial resources that a household
requires for adequate social participation. Adequate social participation is itself
defined as “the ability of people to adequately fulfill the various social roles they

should be able to take on as members of society” (Goedeme et al. 2015b, p. 5; cf.

%5 This subsection relies strongly on Goedemé et al. 2015b.
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Storms 2012). With regard to the minimum required financial resources, it is
important to note that we focus on disposable household income, taking account of
subsidized goods and services. In other words, the budgets reflect the out-of-pocket
payments by private households, in addition to what they may already be paying

through direct taxes and social contributions.

Evidently, the minimum resources required for adequate social participation depend
on the characteristics of households as well as their living circumstances. Therefore,
fully specified reference budgets can be constructed only for specific hypothetical
household types. The hypothetical households are primarily illustrative and should
not be considered representative. The compositions of the hypothetical households

are defined as:

1. A single person.
2. A single parent with one child, about 10 years old.
3. A couple without children.
4. A couple with two children, a boy of about 10 years old and a girl of about
14 years old.*®
The adults are assumed to be about 40 years old. The households live in an urban
environment (Antwerp, Athens, Barcelona, Budapest, Helsinki and Milan). In

addition, we make the following assumptions about:

1. Competences — Family members are well-informed persons, having the
necessary competences to make adequate decisions with regard to their
health and safety and to be self-reliant. In addition, they are assumed to be
able to act economically. For instance, they know their social rights and are

willing to exercise them, they know how to access public goods and

% In Finland researchers made use of the results from some previous work (Lehtinen et al. 2011)
and assumed, for this reason, that the children of the couple are a boy 4 years old and a girl 10 years
old.
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services, they are able to compare prices and to buy the products with best
value for money, and they can cook economically and healthily with
sufficient variation.

2. Health — All household members are in good health. The reason for this
assumption is not so much that this is the most common condition, but that
costs for health care vary enormously depending on the kind and severity of
health problems, each having different implications for the needs of the
person affected. Therefore, assuming people are in good health offers a good
starting point for comparative analysis, with variations of health to be added
in future work.

3. Government-provided or subsidized goods and services — we start from
actual provision and actual prices (that is, ‘out-0f-pocket costs’), insofar as

they are accessible for low-income households.

The purpose was to develop long-term reference budgets that should give people
access to the targeted living standard for an indeterminate period of time. In other
words, the reference budgets include some room for saving in order to gradually
replace durables and to cover large one-off or annual costs. This implies that, for
instance, if a young person without any assets moves out to start a new family, the
reference budgets would not suffice to cover the initial cost of buying all necessary
durables at once. If, on the contrary, a household could rely on savings to
compensate for an income below the calculated threshold, the reference budget

would be overestimated.

These assumptions mean that, in real-life situations, especially for vulnerable
families, more resources will be required than those implied by the reference
budgets. For example, people are often confronted with physical or mental health
problems; in some situations, there is no equal access to information and to public

goods and services; and some people’s budgeting capacities are limited, so that
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resources are not always spent in an optimal or most economic way. These
assumptions should ensure that the reference budgets are not subject to the critique
that they are “too high” when they are used as a benchmark for assessing the
adequacy of incomes (cf. Rowntree 1901). Nonetheless, the concept of adequate
social participation will remain somewhat elusive when it is translated into a priced
list of goods and services: due to the substantial heterogeneity in living conditions
and in personal characteristics and needs, as well as people’s diverging experiences
and opinions, it is very difficult to define a generally applicable standard in very

concrete terms.

The procedure for compiling and pricing comparable reference budgets

We used a common theoretical and methodological framework to translate the
targeted living standard into a concrete set of needs, building to an important extent
on Doyal and Gough’s theory of human need. In their theory, Doyal and Gough
(1991) identified two universal needs, autonomy and health, and 10 so-called
intermediate needs that should be fulfilled in order for anyone to participate
adequately in society. For each of these needs, we developed a basket of essential
goods and services.>” The 10 baskets are: adequate housing, food, health care,
personal care, clothing, mobility, leisure, rest, maintaining social relations and

safety in childhood.®®

For drawing up priced lists of goods and services fulfilling the above needs, we

used a largely standardized approach, as recommended by Bradshaw and Finch

57 We also built upon other sources, such as international declarations (e.g. Council of Europe 1996;
United Nations General UN 1989). The theoretical framework is discussed in more depth in Storms,
Goedemé, Van den Bosch, and Devuyst (2013).

%8 This is a somewhat adapted version of the initial list of Doyal and Gough (1991), to make it fit
better for the purpose of developing coherent baskets of goods and services. The list of intermediate
needs is not exhaustive. For instance, the needs ‘security’ and ‘lifelong learning’ are not covered in
the ImPRovE budgets.
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(2000). In order to avoid arbitrary variations across countries in the composition of
the baskets, all country teams started from the same assumptions, quality criteria,
and one list of goods and services — namely, a list that was developed several years
earlier in Belgium (Storms and Van den Bosch 2009). Each team was asked to adapt
the “common base” to the local situation on the basis of a range of information
sources, including national regulations and guidelines (e.g., dietary guidelines,
regulations for disease prevention, etc.), survey data, national studies on the cost
and accessibility of public goods and services, expert opinion, and focus group
discussions.* A standardized approach benefits comparability and facilitates cross-
national learning because it makes it easier to trace and understand cross-national
differences in the level of the reference budgets. However, standardization also
involves a risk of not reflecting fully the cross-country variation in living
conditions, given that differences across countries (cities) were accepted only if
they could be well justified on the basis of the evidence collected by the country
teams. Hence, the level of the reference budgets could be upwardly biased in some
less-well-off countries, insofar as insufficient evidence was available for further
deviations from the common list. In the presentation of results below, we come back
to this issue. A more in-depth discussion of the IMPRovE method, its strengths and
weaknesses, and the issue of comparability can be found in Goedemé, Storms,
Stockman, et al. (2015b) and Goedemé, Storms, & Van den Bosch (2015c).

% For the estimation of housing costs, we followed the same rationale, but applied a different
procedure given the heterogeneity of housing markets as well as the availability of representative
survey data. More precisely, on the basis of EU-SILC, the cost of an adequate dwelling was
estimated at the 30th percentile for the Nomenclature of Territorial Units for Statistics 2 (NUTS2)
region in which the city is located, differentiating across tenure status. In order to define an adequate
dwelling, a set of minimum quality criteria was applied to all six countries, mainly building upon
EU housing indicators (Van den Bosch et al. 2016).

213



Comparing reference budgets and the EU poverty threshold: wat can be

learned?

In what follows, we first briefly present the level of the ImPRovE budgets.
Subsequently, we illustrate how the reference budgets compare to the AROP
threshold. In the third subsection, we turn to the assumptions implied in the AROP
indicator with regard to household economies of scale. We first assess economies
of scale implicit in the reference budgets and subsequently re-estimate the incidence

of child poverty on the basis of the implicit equivalence scale of the budgets.

The level of the reference budgets in seven large EU cities

Figure 2 displays the total reference budgets for four different household types in
six large European cities, differentiated by tenure (rental and ownership) status. The
budgets were priced during the first half of 2014 and are expressed in EUR per
month.%° It can be observed that for all family types, the level of the budgets is the
highest in Helsinki and the lowest in Budapest, except for outright home owners,
who face the highest costs in Athens. For Budapest, the reference budgets suggest
that a single woman who rents a dwelling in the private market needs about 524
EUR per month at the minimum to participate adequately in society, while she
needs almost three times that amount (about 1,415 EUR per month) in Luxembourg
in order to reach the same living standard. Yet, the variation of reference budgets
across cities is smaller than the variation of national median equivalent net incomes,
even when expressed in PPS. The highest reference budget for a single person
renting a dwelling in the private market is equal to 2.7 times the lowest budget,
while the highest median equivalent net income in PPS (for the seven countries) is

equal to 3.7 times the lowest median income. Overall, the level of the budgets is

% Note that, for our purposes, reference budgets are best expressed in EUR rather than PPS, given
that they already incorporate price differences across countries. The exchange rate that we have
applied for Hungary is 300 HUF (Hungarian forints) to the EUR.
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positively correlated with national median equivalent disposable household
incomes in PPS, but there are important exceptions, such as Athens in the case of

outright homeowners (relatively expensive), and Antwerp for families without
children (relatively inexpensive).

Figure 2. Total ImMPRoVE reference budgets (EUR per month) for four household
types, in six large EU cities, 2014.
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The figure also illustrates how reference budgets increase with family size, but not
proportionally, due to economies of scale. Housing costs in particular do not change
in proportion to household size. Furthermore, the cost of children generally
increases with the age®!, which is mainly due to increasing costs for food, education,
personal care, and mobility. Note that we did not include child-care costs. Hence,
the real costs of younger children will be underestimated when families have to
make use of child-care services, which probably would also increase differences

across countries (Hufkens et al. 2016b).

The observed cross-national variation in the absolute level of the reference budgets
can be explained by several factors. Most of the variation is due to differences in
price levels, although the choice of products is not exactly the same in all cities. For
instance, we observe a remarkably large variation in reference housing costs as a
result of the distinctive structure of the housing market in each region. Another
example is the relatively high cost of clothing in Helsinki, Milan, and Luxembourg,
or the relatively low cost of membership in youth associations and sporting clubs
in Budapest. The reference budgets are also affected by the climatological,
institutional, and cultural context. Climatological differences affect the clothing
basket, and we allow for more variation in countries with more pronounced seasons,
as is the case for Athens, Barcelona, Budapest, and Milan. Not surprisingly, the
institutional context has an important effect on the accessibility and affordability of
health care (e.g. co-payments are required for visits to a general practitioner in
Antwerp and Luxembourg, but such visits are free of charge in the other cities),
education (high cost in Barcelona, low cost in Helsinki), and public transport (high
cost in Helsinki, Barcelona, and Milan, relatively low cost in Antwerp and

Luxembourg). Institutional variation in terms of public guidelines and regulations

81 In Helsinki, the age of the second child is 4 years instead of 14 years, which explains partly why
the gap between Helsinki and the other cities is relatively small for couples with children.
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appears to be particularly relevant for the food basket. In Greece, Spain, and Italy,
remarkably larger quantities of meat, fish, and fruit are recommended than in the
other countries. Finally, cultural habits and social expectations explain some of the
differences, particularly for baskets fulfilling sociocultural needs, such as leisure
and maintaining social relations. The budgets for the latter two baskets are
particularly high in Luxembourg, and they are relatively low in Budapest.

The AROP threshold in perspective

Figure 3 shows how the reference budgets can help in understanding what kind of
living standard can be achieved with an income at the level of the poverty threshold.
For this purpose, we express the reference budgets for a single woman and a couple
with two children as a percentage of the AROP threshold®2. In Athens and Budapest,
the AROP threshold is clearly far below the level of the reference budgets,
suggesting that it is not possible to participate adequately in society at the level of
the threshold. In contrast, the AROP threshold is higher than the reference budgets
for Luxembourg and approaches the level of the reference budgets in Antwerp and
Helsinki, in particular in the case of tenants, suggesting that, for these cities, the
AROP threshold captures better the minimum cost of participating adequately in
society. For outright owners, the AROP threshold is even substantially higher than
the reference budgets for a good number of cities. In the case of Barcelona and
Milan, outright homeownership seems to determine whether or not an income at the
level of the AROP threshold allows for participating adequately in society. Please
note that the prevalence of particular occupancy statuses varies strongly across

countries.

%2 The level of the AROP threshold is subject to sampling error. Estimations for EU-SILC 2014
show that the sampling variance of the ratio of the reference budgets and the AROP threshold is
relatively small. For tenants renting at market prices in Athens, the 95% confidence interval spans 6
percentage points below and above the value shown in Figure 3. For the other cases, the confidence
interval is smaller.
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Figure 3. Total reference budgets of a single woman and a couple with two children

(private tenant or outright owner) expressed as percentage of the at-risk-of-poverty

threshold in seven cities, 2014
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For families with children, except for Luxembourg, an income at the level of the
poverty threshold is generally more inadequate, especially in Athens and Budapest.
Furthermore, the figure illustrates how housing costs play a major role. Strikingly,
for single persons renting their dwelling on the private market in Athens and
Budapest, the level of the estimated housing cost of an adequate dwelling alone
reaches nearly the level of the poverty threshold. In all cities, except for Athens,
housing costs decrease substantially in the case of outright owners, resulting in more
adequate living standards for people with an income at the level of the poverty
threshold. However, for families with children, the decreasing housing costs
become relatively less important because of economies of scale in housing (cf.
below). Finally, it is noteworthy that the gap between the reference budgets and the
threshold is larger in countries where the absolute level of the AROP threshold is
low or very high (as in Luxembourg). Clearly, having an income at the level of the
AROP threshold means different things in different countries in terms of the ability
to participate adequately in society. In sum, this graph shows how the AROP
threshold represents different living standards not only across countries, but also

within countries, between households varying in occupancy status and composition.

The ImPRoVE budgets may appear to be high for some countries. For instance, the
Hungarian team emphasized that the various baskets for Budapest reflected the
minimum necessary for adequate participation in each domain separately, but that,
still, for many Hungarians, the sum of all baskets together could be perceived as
being relatively high. Yet, the results above imply that some trade-offs between
essential goods and services are to be made with an income at the level of the
poverty threshold. Even if we had largely overestimated the minimum cost of
adequate social participation for Athens and Budapest (although we have no
indication that this is indeed the case), it is clear that households with an income at

the level of the AROP threshold have a (much) harder time making ends meet in
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the latter two cities than in the other cities. In the case of Athens, the relatively high
housing costs stand out, partially due to relatively high property taxes for
homeowners in Athens in 2013. It is also worth saying that, in Greece between 2009
and 2014, the AROP threshold declined by nearly 40% in real terms (Matsaganis
and Leventi 2019). If the threshold of 2009 still applied, the ratio of the reference
budgets to the threshold would be only 60% of its current level, considerably
altering the picture. In contrast, the budgets for Luxembourg may be perceived to

be low from a national perspective.

Within the ImPRoVE project, full budgets were developed for only seven cities. In
another project, in most of the remaining EU capital cities, the minimum cost of a
healthy diet was established in accordance with national dietary guidelines. To give
a sense of the meaning of the AROP threshold in these EU countries, Figure 4 shows
the resulting food budgets, as a percentage of the threshold (Carrillo-Alvarez et al.
2019b; Goedemé et al. 2015a).%% As can be observed from the graph, the degree to
which households with an income at the level of the AROP threshold have sufficient
income for affording a diet in accordance with the national food-based dietary
guidelines varies substantially across EU Member States. The level of the threshold
appears to be very low, especially in Bulgaria and Romania. If households in
Romania and Bulgaria in the capital city living at the level of the AROP threshold
prefer to eat a healthy diet (or governments would want them to do so), they would
have to spend their income nearly completely on food, neglecting all other essential
expenses, including housing. Maybe this is why anti-poverty NGOs in these
countries are hesitant to back the AROP threshold as a benchmark for minimum
income protection (cf. A. Van Lancker 2015) and encounter difficulties in
explaining the threshold to their members: an income at the level of the threshold

8 The methodology for this basket is largely similar to the ImMPRoVvE methodology. For a complete
discussion, see Goedemé, Storms, Penne, et al. (2015a).
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can barely be considered adequate. Even if we had overestimated the cost of food
in a number of countries, our results indicate that the AROP threshold in Bulgaria
and Romania not only is much lower than the one in the richer Member States in
terms of purchasing power, but also allows only a very restricted consumption level,
at best.

Figure 4. The low-cost food basket expressed as a percentage of the at-risk-of-
poverty threshold for a single person (woman) in 24 countries (data are not available
for Denmark, Ireland, the Netherlands, Slovakia and the United Kingdom), 2013.
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Note: Price levels refer to the capital city. Food baskets are converted to price levels of 2013, making
use of the official food-specific HICP, published by Eurostat. At-risk-of-poverty thresholds taken
from Eurostat on August 25, 2016 (EU-SILC 2014).
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Economies of scale and the poverty risk of children

One of the criticisms of the AROP indicator is that economies of scale at the
household level are overly simplified and do not sufficiently take into account the
needs and effective costs that people face. Obviously, reference budgets are not
required for knowing that the relative poverty risk of persons facing special needs
IS underestimated (as in the case of a disability or very high health care costs). In
contrast, it is not obvious that this is also the case for differences in needs across
age groups and different household sizes, given that an equivalence scale is used

for capturing these differences.

In Table 1, we express the costs of additional household members as a proportion
of the ImMPRoVE reference budget for a single person. Given that housing costs are
the primary driver of economies of scale, we make a distinction between tenants
and outright homeowners. When housing costs increase, the relative cost of
additional household members decreases, resulting in a flatter implicit equivalence
scale. The table shows that the modified OECD equivalence scale, which is used
for calculating the AROP threshold, neglects differences in economies of scale by
tenure status and across countries. Furthermore, it seems to underestimate the
additional cost of children, especially for families with older children and with low

housing costs (outright owners or those who benefit from subsidized rent).%*

5 We would like to mention here that the importance of housing costs, or of its complement, the
returns to home ownership, has been recognized by those responsible for EU-SILC. The proposal
was made that imputed rent for home owners and those renting below market rent should be included
in disposable income. Problems with the data quality and the estimation methods of imputed rent
made this impossible, unfortunately. See Térmalehto and Sauli (2013).
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Table 1. Implicit equivalence scales of the IMPRoOVE reference budgets, compared to the modified OECD scale, 2014

L\gglilfwd OECD Reference budgets - private tenant Reference budgets - outright owner
BE EL ES HU  FI IT LU BE EL ES HU  FI IT LU

1st adult 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
2nd adult | 0.5 039 047 039 052 046 042 038 |[052 041 060 059 066 070 0.63
child

6.11 0.3 043 051 036 050 041 045 041 |053 057 063 062 054 070 054
child

1917 0.5 057 056 047 0.64 057 048 | 074 062 0.82 0.80 091 0.68
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In order to illustrate how the modified OECD scale results most probably in an
underestimation of poverty among children, we have re-estimated the AROP rate
using an alternative equivalence scale, derived from the reference budgets. Given
that we do not have reference budgets for owner-occupiers with a mortgage, which
IS a common situation in the population, we do not make a distinction by tenure
status. Instead, we take the equivalence scale of households renting on the private
market from the table above, so as to estimate a lower bound on the potential
underestimation of child poverty (as is indicated by Table 1, the relative cost of
children can be expected to be higher for other tenure statuses). For Finland, we
assume that economies of scale for a child in secondary education are similar to
those for a second adult (similar to previous results of reference budget research in
Finland). We leave the weight of a child below the age of 6 unchanged (i.e., 0.3, as
is the case for the modified OECD equivalence scale). Furthermore, we give
students up to the age of 25 the same weight as teenagers, although there are
indications that the cost of students is higher (Van Thielen et al. 2010). In other
words, we recalculate the AROP indicator (including the threshold) by changing
the equivalence scale used.® Admittedly, this remains a very rough approximation:
we start from a very limited set of hypothetical household types and, for instance,
do not correct for changes in economies of scale as the household size increases
further, or for additional needs not covered by the budgets (e.qg., child care or special

health care).

The results are summarized in Figure 5. In all countries, the poverty risk of children
less than 18 years old increases substantially (and significantly at the 95%
confidence level) when the alternative equivalence scale is used. The increase is
largest in Belgium and Hungary and smallest in Finland and Spain. Furthermore, in

% In Chapter 8 of this dissertation (Penne et al. 2016), we go a step further and illustrate how
reference budgets themselves could be used as a poverty line.
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all countries, the ratio of the poverty risk of children and the poverty risk of adults
is significantly larger with the new equivalence scale than with the modified OECD
equivalence scale.

Figure 5. The At-risk-of-poverty rate (AROP60) for persons less than 18 years old,
with the modified OECD equivalence scale, and the alternative scale based on the
reference budgets, EU-SILC 2014
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Source: EU-SILC 2014 version 1, authors’ calculations.
Note: 95% confidence intervals, sample design taken into account (cf. Goedemé 2013). Overlapping

confidence intervals do not necessarily imply a nonsignificant difference (e.g. Afshartous and
Preston 2010).
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Conclusions

This chapter uses reference budgets to contextualize the AROP indicator. The
budgets were developed by making use of an empirical needs-based approach,
without making any ex ante assumption about the appropriate level of the budgets
in relation to the average income in a country. The budgets are fully specified, in
the sense that they cover concrete lists of goods and services representing the
minimum resources required for adequate social participation. They are priced at
actual prices faced by households, taking publicly provided or subsidized goods
and services into account. In addition, they are developed so as to maximize cross-
national comparability. For this reason, they are somewhat different from the

budgets developed for national purposes (for instance, Storms et al. 2015).

The ImPRoVE budgets make clear that the AROP threshold not only varies across
countries in terms of purchasing power, but also has real impacts on the extent to
which a decent living standard can be reached with an income at the level of the
threshold. In the capital cities of Bulgaria and Romania, the AROP threshold is
barely sufficient for having access to a healthy diet in accordance with national
guidelines, whereas in Budapest and Athens, an income at the level of the
threshold allows for adequate food and clothing, but remains insufficient to fulfill
other essential needs, such as housing. In contrast, in Antwerp, Helsinki, and
especially Luxembourg, it seems more realistic that it is possible to participate
adequately in society with an income at the level of the threshold. To some extent,
this is the result of differences in the degree to which households can rely on
publicly provided or subsidized goods and services, although differences in the
level of the median income across countries seem to be the main driving factor. In
addition, the budgets show that the AROP indicator is a relatively rough measure,

neglecting differences in household economies of scale between groups in society
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(notably by tenure status and age) and across countries. As a result, the poverty
risk of children is probably underestimated.

By making more concrete the income that is necessary for obtaining a certain
living standard, reference budgets help to clarify the actual meaning of being at
risk of poverty in countries that vary strongly in their average standard of living
(cf. Goedemé et al. 2019b). In our view, due to their clarity and empirical
character, the reference budgets also provide policymakers and NGOs with a
stronger foothold for assessing the adequacy of minimum income support and for
having an evidence-based debate about an appropriate level of minimum incomes.
Furthermore, it is clear that, in some countries, there is a problem not only of
limited redistribution toward the bottom but also of a generally low standard of
living in the population. In these cases, reference budgets could help to define
intermediate goals and to select priorities, both for improving the adequacy of
wages and for tax-benefit policies. Furthermore, this also raises the question about

the desirability of increased cross-national solidarity in the EU.

As we emphasized from the outset, we do not think that reference budgets should
or could replace any of the existing indicators of poverty or social exclusion.
Reference budgets are still in development, and more and better data (e.g. on prices
and living patterns) as well as methodologies (e.g. for the consultation of citizens)
are required to come up with robust and comparable reference budgets that are
more generalizable than those developed for four household types in the ImMPRovE
project. In that sense, much more research is still necessary for developing
reference budgets that are valid, robust, and comparable at the same time.
ImMPRoVE has taken a very valuable first step and was successful in developing
and applying for the first time a method that resulted in largely comparable

reference budgets. It has led to useful results and has shown that considerable

227



cross-national coordination is required to come up with comparable budgets. The
field is open for further exploration, expansion, and improvement. As we have
tried to show, reference budgets bring in a new type of information that is very
helpful for better understanding the limits of the AROP indicator when the latter
is used for measuring poverty within and across countries, or as a benchmark for
the adequacy of social policies. Combining the results of reference budgets
research with those of other approaches (e.g., the study of actual spending patterns
as documented in household survey budget data) could further improve our
understanding of poverty in Europe and could help to foster an evidence-based
debate on the policies that are required to improve the adequacy of incomes

throughout Europe.
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Chapter 8: Can Reference Budgets be used as a poverty line?

Published as Penne, T., Cusso Parcerisas, I., Mékinen, L., Storms, B., & Goedemé,
T. (2016). ‘Can reference budgets be used as a poverty line?’ ImPRovE Working
Paper No. 16/05, Antwerp: Herman Deleeck Centre for Social Policy, University
of Antwerp.%®

Abstract

The most common indicator to measure and compare the extent of poverty within
and across European countries is the well-known at-risk-of-poverty indicator.
Although the relative income-based measure is widely used, over time it has been
the target of considerable criticism. In this paper, reference budgets are introduced
as a valuable complementary indicator, since they illustrate the cost of baskets of
goods and services that are essential to participate adequately in society. When
constructed in a comparable way, they show which standard of living can be
achieved at the level of the at-risk-of-poverty threshold in different countries,
taking account of out-of-pocket costs of public goods and services. In this paper,
we draw on data from cross-nationally comparable reference budgets in three
reference cities (Antwerp, Barcelona and Helsinki) to illustrate how RBs can be
used to evaluate other poverty indicators and to construct complementary poverty
thresholds. At the same time, we explain that there are important challenges to
address, including (1) the limited number of specific household types for which
reference budgets are developed, (2) problems of robustness and comparability,
and (3) the lack of important information in the EU-SILC microdata for our
purposes. Acknowledging these limitations, this paper provides a first illustrative
attempt to estimate of the number of people with a disposable income below the
RB threshold for densely populated areas in Belgium, Finland and Spain. First
estimates indicate that families renting on the private market, families with
children and young people are relatively worse off when poverty is measured with
the reference budget indicator as compared to the at-risk-of-poverty indicator.

% The authors are grateful to Karel Van den Bosch and Ides Nicaise for comments and suggestions
on a previous draft of the paper. The results were presented during a number of IMPRoVE meetings
where the input received by participants helped to considerably improve the paper. Finally, we
would like to cordially thank our partners in the ImMPRoOVE project.
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Introduction

In Europe, poverty is usually measured with the so-called ‘at-risk-of-poverty
indicator’, which defines poverty as the share of people with an equivalised
disposable income (after social transfers) below the at-risk-of-poverty threshold.
The threshold is set at 60 % of the national median equivalised disposable income
(Atkinson et al. 2002). Due to large cross-national differences in living standards,
the at-risk-of-poverty threshold is much higher in some countries than in others.
This raises the question whether an income at the level of the at-risk-of-poverty
threshold reflects the same level of adequacy across countries. For quite some time
now, researchers have contested the validity of this indicator. In particular, it has
been argued that the indicator is a measure of inequality rather than poverty, that
it is unrelated to criteria of need and deprivation, and biased against benefits in
kind and public services (e.g. Beblavy and Mizsei 2006; Garfinkel et al. 2006;
Goedemé and Rottiers 2011; Juhasz 2006; Whelan and Maitre 2009). Some
authors have argued that the picture should be completed by calculating a single
pan-European poverty threshold (e.g. Brandolini 2007; Fahey 2007; Goedemé and
Collado 2016). However, it is not clear whether this results in a more valid

indicator (Decancq et al. 2014).

A very old and well-known approach to define a minimum acceptable living
standard, is the budget standard approach. In budget standard, or reference budget
research, priced baskets of goods and services are constructed, reflecting a given
living standard for certain household types (Bradshaw 1993; Storms et al. 2014).
These reference budgets (RBs) can reflect any standard of living, but most
frequently they have been developed to represent ‘minimum adequate’ or
‘participation level” standards. Reference budgets struggle with many challenges.

Nonetheless, in principle, they can offer an empirical approach for defining an
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appropriate poverty threshold and, if constructed in a comparable way, they could
offer a test for assessing to what extent the minimum resources for adequate social
participation vary with national median income, as the at-risk-of-poverty threshold

implies.

Although most European countries have experience with developing reference
budgets, the budgets are usually not comparable, as they are developed for
different targeted living standards and are based on various methods and
information sources (for a review see Storms et al. 2014). Recently, some
important steps towards a comparative methodology have been taken in two
related European projects, funded by the European Commission and coordinated
by the Herman Deleeck Centre for Social Policy (Goedemé et al. 2015a; Goedemé
et al. 2015b). Hence, for the first time, RBs are available for evaluating the
adequacy of the at-risk-of-poverty threshold in a comparative setting. In this paper
we make use of the reference budgets developed in a comparable way for three
countries, covering three different types of welfare states: Belgium, Finland and
Spain. The reference budgets have been developed within the framework of the
ImPRoVE project (Goedemé et al. 2015b). The aim is to explore in more detail
how reference budgets could offer a benchmark for assessing to what extent the
at-risk-of-poverty threshold represents the same level of adequacy of incomes
cross-nationally. In addition, we highlight several important challenges for using
reference budgets as an alternative poverty threshold. Finally, we present some
preliminary results that illustrate how reference budgets could enrich our

understanding of poverty in Europe.

In this paper we: (1) briefly discuss the main shortcomings of the current poverty
measures in Europe; (2) suggest what could be the added value of reference

budgets with regard to the measurement of poverty; (3) show how reference
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budgets can help to contextualise the at-risk-of-poverty threshold and better
understand the represented living standard of an income at the level of the
threshold; (4) explain the method we used to construct a poverty threshold based
on reference budgets; (5) provide some preliminary results of a first comparative
effort that estimates poverty rates on the basis of RBs; (6) discuss the limitations
of reference budgets as poverty lines; (7) conclude with a discussion of the

usefulness of RBs as a complementary poverty indicator, and the way forward.

Some limitations of current poverty measures in Europe

Each measurement of a social problem should be preceded by a clear definition of
the problem. Unfortunately, there does not exist a single, unambiguous definition
of poverty. Moreover, current poverty indicators often seem to lack theoretical
underpinnings and a clear concept of poverty. Without presenting an overview of
the existing patchwork of definitions, we generally notice that concepts of poverty
contain both an absolute and a relative aspect. Various prominent authors
(Rowntree 1901; Sen 1983; Townsend 1979) have defined poverty as a lack of
necessary resources or basic capabilities which, despite a core of absolute
deprivation (Rowntree 1901; Sen 1983), also depends on the generally accepted
living standard in society (for a discussion, see Goedemé and Rottiers 2011). The
European Union defines persons at risk of poverty as “individuals or families
whose resources are so small as to exclude them from the minimum acceptable
way of life of the member state in which they live” (Council of the European
Communities, 1975). However, it is not clear to what extent the at-risk-of-poverty
indicator and the severe material deprivation index refer to what is widely
approved as a minimum in society (Goedemé and Rottiers 2011; Van den Bosch
2001).
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As was mentioned in the introduction, the at-risk-of-poverty indicator is the most
widely used indicator for measuring income poverty in the EU. Nevertheless, the
indicator received many criticisms. First, by some it is argued that a relative
income-based measure cannot be logically derived when poverty is defined in
terms of consumption and deprivation (e.g. Ringen 1987). Second, various authors
argue that it rather measures inequality at the bottom of the income distribution
and not necessarily poverty (e.g. Fahey 2007; Forster 2005; Guio 2005). For
instance, when the standard of living of the middle class sinks, poverty rates may
decrease while the situation of the poor has not improved (or even worsened).
Especially for Member States experiencing very low income levels per capita, a
poverty line which is relative to the median income, will not capture the number
of people with insufficient resources for having access to some basic capabilities
(e.g. Juhész 2006; Forster 2005). This is why Ravallion and Chen (2011) propose
a ‘weakly relative poverty line’ combining absolute and relative elements, since
people also care about their own and others’ absolute standard of living and since
the cost of adequate social participation is not decreasing proportionally with
national median disposable household incomes (Ravallion and Chen 2011). In
short, there is no ex ante guarantee that the at-risk-of-poverty threshold
corresponds to the minimum resources required for a minimum acceptable living
standard in any one Member state; and refers to the same level of adequacy of

living standards cross-nationally (or, for that matter, between households).

In order to make incomes comparable across households in terms of living
standards, they are equivalised using the modified OECD equivalence scale. This
scale assigns a value of 1 to the household head, 0.5 to each additional household
member aged 14 and over, and of 0.3 to each child below the age of 14 (Atkinson
et al. 2002; OECD 2013). By adding up all values, the equivalent household size

is obtained. Subsequently, disposable household incomes are divided by the
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equivalent household size. The idea behind this procedure is to take economies of
scale into account (a couple arguably needs less than twice the amount of a single
for achieving the same living standard, given the partners of the couple can share
some costs, notably of housing). However, economies of scale are likely to vary
across the income distribution; as well as between countries (Atkinson 1992;
Bargain and Donni 2012; Brandolini 2007; J. A. Nelson 1993). In addition,
household needs vary in more complex ways than suggested by the modified
OECD equivalence scale (see e.g. Aaberge et al. 2010; Paulus et al. 2010; Storms
and Bogaerts 2012). In particular, the health status of household members as well
as their labour market states may strongly affect the economic resources that are
required for obtaining a given living standard. Not surprisingly, then, there is a
long-standing debate regarding the appropriateness of various equivalence scales
for measuring poverty in a national and cross-national context (Atkinson 1992;
Buhmann et al. 1988; Coulter et al. 1992; de Vos and Zaidi 1997).

Another point of criticism is that the at-risk-of-poverty rate focuses on cash
income of households without taking into account other non-cash resources or the
capabilities of households to convert financial resources into a certain living
standard, given their needs (Sen 1985). Factors that are not taken into account
include wealth (especially ownership of a dwelling) and benefits in kind,
especially publicly-provided or subsidised goods (e.g. a dwelling at reduced rent,
medicines at reduced cost) and services (e.g. education, health care and public
transport). Some authors (e.g. Verbist and Matsaganis 2014; Smeeding et al. 1993;
Frick et al. 2010) have added the monetary advantage of home ownership or
renting at reduced cost to income-based measures of poverty. Needless to say, this
has a non-negligible effect on the composition of poverty: owner-occupiers appear
to be much better off, whereas those renting in the private market are worse off

when ‘imputed rent’ is taken into account. Alternatively, others have argued to
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look at actual expenditures of households, instead of income data. There is a
methodological and conceptual argument for doing so (Brewer and O'Dea 2012;
Meyer and Sullivan 2012; Ringen 1988): (1) the income of low income groups
tend to be understated in income surveys due to under-reporting of transfers
(Meyer and Mittag 2019), while household expenses of low-income households
seem to be better recorded; (2) income offers a short-term snapshot, given that
households may save and borrow to smooth their consumption for maintaining
their living standard, while income fluctuates more strongly across time.
Nonetheless, also consumption data face important challenges. From a practical
point of view, in Europe representative, household budget survey data are less
accessible on a large scale as compared to income data, and are not subject to the
same harmonisation standards as is the case of the EU Survey on Income and
Living Conditions (EU-SILC).

Also the value of other non-cash incomes or services can be imputed to create a
measure of so-called ‘extended income’ (e.g. Callan and Keane 2009; Marical et
al. 2008; Verbist and Matsaganis 2014). The extended income approach is mostly
based on the production cost and the actual use of services while generally
adopting similar equivalence scales as those applied to cash income, being mostly
the modified OECD scale. This is problematic since the use of services often
corresponds to an increased need for these services varying across the life-cycle
(e.g. chronic diseases) (Paulus et al. 2010; Aaberge et al. 2010; Verbist and
Matsaganis 2014). This means that disabled people, elderly persons and families
with children would be better off when including the benefits of health and
education services in their ‘extended income’, if based on actual use without
adjustment to their needs for medical care or education. It is worth pointing out
that neglecting benefits in kind does not only undermine the validity of the at-risk-

of-poverty indicator, but also its comparability across time and between countries.
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Insofar that the access, availability, and quality of publicly-provided goods and
services varies across time and between countries, living with an income at 60 per
cent of median disposable household incomes does not have the same
consequences in each country. To make this point clearer, one could imagine two
countries with exactly the same population characteristics and distribution of
disposable household incomes. In one country education is free, whereas in the
other there is only private education at high cost for private households. It is clear
that for households with children the standard of living at 60% of the national
median income is very different in both countries, even though the at-risk-of-
poverty rate will be the same.

Reference budgets and their added value

Reference budgets are priced baskets of goods and services that reflect a certain
living standard for specific household types (Bradshaw 1993; Storms et al. 2014).
The targeted living standard illustrated by the reference budgets considered in this
paper is defined as the minimum financial resources needed for adequate social
participation (Goedemé et al. 2015a). In other words, we look at the minimum
required disposable household income (the out-of-pocket payments) taking into
account public goods and services that are for free or at reduced prices. Adequate
social participation is further defined as “the ability of people to play the various
social roles one should be able to play as a member of a particular society”®” (cf.

Storms 2012). Even though adequate social participation and poverty are not

57 Being able to adequately play social roles, means that the material and other needs are fulfilled
to take social positions in line with the dominant social expectations associated with them, as
embodied by the institutions of the society in which one lives, and in such a way that it does not
cause harm to one’s possibilities to do so in the future. In addition, adequate social participation
implies that people should also be able to contribute to society by having the opportunity to redefine
their social roles (cf. Goedemé et al. 2015a).
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necessarily the same concept®®, we are convinced that reference budgets could
make a valuable contribution to the construction of poverty indicators, not least by

contextualising the widely used at-risk-of-poverty indicator.

Potentially, reference budgets could offer a complementary approach, which
accommodates to some extent some of the aforementioned limitations of the at-
risk-of-poverty indicator or the extended income-approach. For instance, they start
from a normative and empirical needs-based approach and build on a range of
information sources to explicitly explore what a minimum acceptable living
standard may look like, rather than making a very rough assumption about it. In
other words, reference budgets do not depend on the national median income, but
try to empirically assess the level of income that is needed at the minimum for
adequate social participation. Consequently, they are not relative ex ante, and
explicitly try to identify what is minimally needed to participate adequately in a
particular society, taking the social context as much as possible into account.
When constructed in a cross-nationally comparable way, they help to understand
how adequate living standards differ or rather converge across the EU (cf. Chapter
7 of this thesis). In addition, by focusing on the out-of-pocket-cost of essential
goods and services for adequate social participation, they can also show the impact
of cost-reducing policy measures that improve the accessibility and affordability

of (public) goods and services (cf. Chapter 5 and 6 of this thesis).

In addition, reference budgets can shed an alternative, empirically informed, light
on economies of scale resulting from household size and composition. By
constructing reference budgets for different household compositions, one can
easily deduce the budget impact of an additional household member on the

minimum required resources for adequate social participation. Various studies

% Even though relevant and interesting, this discussion is outside the scope of this paper.
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have tried to estimate the costs of adults or children based on real expenditure of
households (e.g. Bargain and Donni 2012; Browning et al. 2013). Compared to
these expenditure-based approaches, RBs offer the advantage to derive needs-
based equivalence scales without relying on expenditure data which are confronted
with endogenous budget constraints. In addition, the equivalence scales derived
from RBs take the availability of publicly-provided or subsidies goods and
services fully into account. On the other hand, the problem with the RB-based
equivalence scales is that they only apply to specific households living at the level
of the reference budget, which makes it difficult to generalize the scale to the

population as a whole.

From a policy perspective, reference budgets offer a more balanced evaluation of
policy alternatives. When used as a policy tool, RBs indicate how governments
can reduce poverty in two different ways: either by ensuring that low-income
families have access to a higher income, or by lowering the costs low-income
families face in order to have access to essential goods and services (e.g. Storms
et al. 2015).

Before we explain our method, we first give some more information on the cross-
nationally comparable ImPRovE reference budgets and their underlying
assumptions. Further it is shown how they relate to the at-risk-of-poverty

indicator.

Reference budgets for specific hypothetical households®®

Obviously, there are important differences in the needs of households depending
on their size and composition and related economies of scale, but also on other

characteristics such as age, gender, living area, mental and physical health

% This subsection relies strongly on Goedemé et al. 2015b.
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situation and social and economic resources. Consequently, when constructing a
minimum budget that allows for adequate social participation, it is impossible to
specify a concrete list of essential goods and services, without making rather
detailed assumptions regarding the characteristics of households. Therefore, fully-
specified reference budgets are constructed for so-called hypothetical households
or model families. In the IMPRoVE project (cf. Goedemé et al. 2015b), reference

budgets were constructed for four hypothetical household types:

- Asingle person
- Asingle parent with one child
- A couple without children

- A couple with two children

All adults are assumed to be of active age. The child of the single parent is a boy
of primary school age (about 10 years old) and for the couple with two children
the second child is a girl of secondary school age (about 14 years old). Further,
some important assumptions are made in order to construct a budget reflecting the

minimum required resources for adequate social participation.

- First of all we assume that the family members are well-informed, self-
reliant and have normal competences to manage their budget efficiently.
This means that they are aware of price levels and social tariffs, that they
can compare different prices and act in an economical way (e.g. not too
much food waste, saving energy and water use).

- Secondly, all family members are assumed to be in a good health. This
choice was made because there is such a wide variation in needs and related
costs depending on the kind of health problem. Hence, being in a good
health can be seen as a starting point. Arguably, many households will need
more resources to access the same level of social participation, if they are
confronted with severe health problems.
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- Thirdly, we assume that the family members make use of existing public
goods and services to the extent that they are accessible for low income
households. For all goods and services, we included the out-of-pocket costs
people need to pay in order to get access to the service.

These assumptions result in the estimation of a lower bound for the level of
resources necessary for adequate social participation. If competences are lacking,
if people are in bad health, or do not have access to publicly provided or subsidized
goods and services, the minimum cost for an adequate living standard will be

higher.

In addition, the hypothetical households are assumed to live at specific locations,
namely in relatively large cities (Antwerp, Athens, Barcelona, Budapest, Helsinki
and Milan). Obviously this has some implications for the level of the reference
budgets, which need to be taken under consideration when interpreting the results.
There are two main reasons why the results may not be representative for people
living in rural areas. Firstly, needs can be different because of a different
institutional, cultural and geographical context. For instance, in some regions there
IS no access to adequate public transportation which means that the need of a car
could be defendable in order to achieve adequate social participation. Secondly,
prices and purchasing patterns can differ substantially across regions. Prices of
goods at the market but also of public goods and services vary regionally. For
instance, in Finland there is a large regional variation in prices for public transport
(cf. Kalenoja and Rissanen 2014). Generally not much information can be found
on regional price differences. Exceptionally, a Spanish study (Costa et al. 2015)
has made estimations of regional purchasing power parities for total expenditure
in 2012. It was found that Madrid, Navarra, Catalonia and the Basque regions are

confronted with higher price levels than the national average. A final remark is
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that people living at the country side may have other purchasing habits, and have

more access to home-grown food.

Comparable reference budgets for three large European cities

The targeted living standard to which the ImMPRoVE reference budgets refer, is
based on a common theoretical framework inspired by the theory of human need
(Doyal and Gough 1991). In order to participate adequately in society, two
universal needs are identified: ‘autonomy’ and ‘health’. In addition, ten so-called
‘intermediate needs’ are singled out, namely: food, health, personal care, clothing,
mobility, leisure, rest, maintaining social relations, safety in childhood and
housing. Guided by extensive international coordination, and based on various
information sources such as international and national recommendations and
guidelines (e.g. with regard to dietary guidelines, disease prevention, ...), survey
data, national studies on the cost and accessibility of public goods and services,
expert opinion, and focus group discussions, the intermediate needs are translated
into a concrete set of priced baskets of goods and services (cf. Goedemé et al.
2015b).

Figure 1 below shows the level of the ImMPRoOVE reference budgets for three
countries Belgium, Finland and Spain, representing three different types of welfare
states. The budgets are expressed in euro per month for four household types,
without housing costs. It is clear that for all household types, the level of the
budgets is the highest in Helsinki and the lowest in Barcelona, while Antwerp is
situated somewhere in the middle. A single woman needs 421 EUR per month in
Barcelona, while she needs about 160 euros per month more in Helsinki (580
EUR). This can be explained by differences in price levels but also by differences
in the geographical, institutional and cultural context (for a more detailed

discussion, see Goedemé et al. 2015b). The gap between Helsinki and Barcelona
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is relatively smaller for families with children. This is partly due to the fact that
the ages of the children in Finland deviate from the standard household types
(about 4 and 10 years old instead of 10 and 14 years old). However, a part can also
be assigned to the relatively lower costs of children in Helsinki, mainly because

of the high public investments in education.

Figure 1. Total ImMPRovE budgets (EUR/month) without housing costs for four
household types in three EU cities, 2014.
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Source: ImPRovE budgets 2014 (Goedemé et al. 2015b), excluding housing costs.

Note:*For Helsinki the budgets are constructed for households with children of different ages: a
child in pre-primary school (3-5y) and a child in primary school (6-11y)

Obviously, housing costs can be very considerable. For the development of
reference budgets, a particular challenge of housing costs is their heterogeneity.
Not only from a cross-national perspective (housing markets differ substantially

across Europe), but especially also within countries (and even within cities)

242



dwellings differ in many respects, including their cost. Therefore, the cost of an
adequate dwelling was estimated at the 30" percentile, differentiating across
tenure status (Van den Bosch et al. 2016). Some minimum quality criteria for
dwellings were used, mainly building upon EU housing indicators. The figure
below depicts the results of the housing budget for families renting at the private
market, renting at reduced prices or owning a dwelling without paying mortgage.
We can see that housing costs are the highest for tenants at the private market. The
costs decrease when households have the possibility to rent at reduced prices, and

especially when they own a dwelling without paying mortgage.

Figure 2. Housing costs (EUR/month) at the 30th percentile, for modest but
adequate dwellings in three EU cities, 2014
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243



How the reference budgets relate to the at-risk-of-poverty threshold

Figure 3 below shows the total reference budget for a single woman in Antwerp,
Barcelona and Helsinki expressed as percentage of the at-risk-of-poverty rate. As
explained before, it is important to keep in mind that the budgets are specifically
developed within the context of reference cities for hypothetical family types,
while the at-risk-of-poverty rate is calculated for the population as a whole.
Housing costs for renting on the private market (as shown in Figure 2 above) are
included, which substantially increases the level of the reference budgets.
Expressed as percentage of the at-risk-of-poverty threshold, the lowest percentage
can be found in Antwerp and the highest in Barcelona. In Antwerp and Helsinki,
the level of the total reference budgets reaches (nearly) the poverty threshold. In
other words, the comparison suggests that single persons living with an income
around the at-risk-of poverty threshold in wealthier Member States, who live in an
urban region and have no health problems, are financially able to participate
adequately in society. By contrast, in Barcelona an income at the level of the
poverty threshold does not seem to reflect the income that is needed for adequate
social participation. Obviously, housing costs play a major role, and the prevalence
of renting a dwelling on the private market varies strongly across countries and

cities.
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Figure 3. Total ImPRovE budgets expressed as percentage of the AROP60
threshold in three cities, single woman, 2014
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Source: ImPRoVE budgets 2014 (Goedemé et al. 2015b). AROP60 2015 (incomes year 2014) from
Eurostat.

Before explaining our method of how RBs can be adjusted in order to construct
poverty thresholds, it is important to emphasize that RBs face particular problems
of robustness. For a large scope of items the number, quality, brand, shop and
lifespan have to be defined. This requires a continuously balancing exercise to
reconcile sensitivity to the local context and cross-national comparability. The
latter is mainly challenged by the elusiveness of the targeted living standard, the
limited robustness in the procedures and the lack of internationally comparable
data on the needs and expenses of households and on the prices and lifespans of
items (Goedemé et al. 2015a; Goedemé et al. 2015b).
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Method: reference budgets as a poverty indicator

In this section the aim is to explore how the RB data can be used for the
measurement of poverty and to elaborate on the preparatory steps that need to be
taken. The use of RBs as a poverty threshold involves several steps: (1) calculating
the cost of additional household members (adults and children of different ages);
(2) extrapolating the RBs to the entire population; (3) application of the RBs to a
representative survey (in this case, EU-SILC) to estimate the number of persons

with an income below the threshold.

The cost of an additional household member

As mentioned earlier (section 3.1), an important limitation of the ImPRovE
reference budgets is that they are constructed for hypothetical household types
with specific characteristics (e.g. regarding their age and health status) and
household constellations. As a result, equivalence scales cannot be estimated for
other household compositions, or for persons confronted with other (health)
circumstances, without making additional assumptions about the generalisability
of the reference budgets. On the basis of the existing reference budgets we have
information on the costs of the first and the second adult, a child in primary school
(a boy) and a child in secondary school (a girl). As mentioned above, RBs for
Helsinki are developed for household types including children of different ages.
This means that in the case of Helsinki, the cost of children in pre-primary and in
primary school can be calculated, but there is no information about the specific

needs and costs of a child above the age of 12.

Based on the total budgets of the abovementioned family types, the costs of a
second adult and children of different ages are derived, taking the budget of a

single person as a reference. In order to do this, we deduct the total cost of a
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childless family from that of a family with children (cf. Oldfield and Bradshaw
2011). The graph below shows the cost of a child in primary and in secondary

education in a single parent household across the three cities.

Figure 4. Comparison of the costs (without housing) of children at the age of
primary and secondary education, living in single parent families in Antwerp,
Barcelona and Helsinki*, 2014
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Source: IMPRovE budgets 2014 (Goedemé et al. 2015b), excluding housing costs.
Note: *In Helsinki only the cost of children in primary education is available
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In line with other studies, it can be observed that the cost of a child generally
increases with age (Oldfield and Bradshaw 2011; Thévenon 2009). The costs that
increase most with age concern the baskets food, safety in childhood, personal and
health care and mobility. However, there are also a few costs that decrease with
age such as babysitting costs included in the leisure basket. Importantly, we did
not include childcare costs. The real costs of younger children will be
underestimated when families make use of child care services, which probably
would also increase differences across countries. For families with two children,
economies of scale may reduce the costs, particularly with respect to housing and
utility costs (which are not included in the graph above) and furniture. Regarding
the other costs, economies of scale are rather negligible at the level of what is
minimally necessary for adequate social participation. However, we did not take
account of practices related to “passing on” of materials such as clothes and toys,
which are probably an important source of savings in the daily reality of most

households.

The figure above illustrates important cross-national variations in the costs of
children of different ages. These differences can be explained by differences in
price levels, but also by differences in socio-cultural and institutional contexts.
Especially the different public investment in goods and services has an important
impact on the variation across cities. For instance, when we look at health care,
the cost of younger children is higher in Antwerp since it is the only city of the
three where people need to pay a fee for a visit to the GP. On the other hand, the
health care costs of teenage girls are lower in Antwerp, since the cost of
contraceptives (pill) is fully covered by the state. We also observe a high budget

of ‘safety in childhood’ for Barcelona. This can be explained by the high costs of
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education” compared to the other cities. In Antwerp the maximum billing
regulation that puts a ceiling on parents’ costs in primary education is not applied
in secondary education, which raises the costs of older children when they move
on from primary to secondary education. A final example are the differences
between countries in reductions for public transport. In Antwerp and Barcelona,
children below the age of 12 travel (nearly) for free, while in Helsinki the same
price is charged for all children between the ages of 7 and 16. In Barcelona the
cost of public transport increases considerably for children in secondary education,

but in Antwerp children below 25 years old can still travel at reduced prices.

The level of the threshold without housing costs

In this section we illustratively derive an equivalence scale, based on the ImPRovE
reference budgets for Antwerp, Barcelona and Helsinki. As stressed before, this
equivalence scale only applies to an income (and consumption pattern) at the level

of the reference budgets.

The first step for deriving an equivalence scale includes the calculation of the cost
of an additional adult or child in the household, as illustrated in the previous
subsection. Second, for calculating the number of households with an income
below the level of reference budgets, the equivalence scale should be generalized
to the entire population. For doing so, we made some rough assumptions. Firstly,
we take the average budget for males and females, although the reference budgets
for men/boys and women/girls vary slightly because of the different needs with

regard to food intake, health care, personal care and clothing. Nonetheless, the

0 All direct and indirect costs of education are taken into account (registration fees, equipment,
lunches, books, uniforms, insurances, excursions...). For secondary school attendance it includes
the average costs that are accompanied with studying a general discipline (no specific
specialization).
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gender status does not result in significant differences in total costs. Also, we make
no distinction between persons in paid employment and those not in paid
employment. Importantly, the IMPRoVE budgets do not contain information on
the costs of students in higher education (>18 years). Belgian reference budget
research indicates that the minimum required resources for a student in higher
education may exceed those of a single adult (Bogaerts et al. 2014; Storms et al.
2015; Van Thielen et al. 2010). The cost is slightly higher than the cost of a
teenager for students living at home, but the costs rise sharply for students in need
of student housing. As an approximation we allocate students the same budget as
for single persons in all cities, which means that the level of the reference budget
doubles when a student is added to a single person household. Similarly, there is
no information for Antwerp and Barcelona on the cost of a child aged less than 6
years. National reference budgets research shows that the cost of children in pre-
school is lower than the associated costs of older children, when child care is not
needed (Lehtinen and Aalto 2014; Mékinen 2015; Oldfield and Bradshaw 2011;
Storms et al. 2015). Hence, for Antwerp and Barcelona it is assumed that the cost
of children younger than six is two thirds of the budget of children of primary
school age.

Finally, there is no cross-national information about the specific needs and costs
for elderly people who are retired. Belgian reference budgets research suggests
that the minimum required resources for elderly who live independently, without
serious health problems, do not deviate much from those for adults at working age
(Storms et al. 2015; Van Thielen et al. 2010). Hence, for the purpose of this
illustrative exercise, all adults older than 18 years, who are not studying, are
assigned to the same minimum budget. As explained before, this will most likely
result in an underestimation of poverty for people in a bad health situation, given
their specific needs.
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The budgets for different age categories are used to calculate ratio factors taking

as a reference the budget of a single person. The resulting equivalence scales can

subsequently be used to estimate reference budgets for household types that do not

strictly meet the descriptions of the original hypothetical households. In sum, we

extrapolate the RBs to the complete population as follows:

1)

2)

3)

The base line is the reference cost of a single person without housing costs.
In order to define this base line, the average cost of a man and a woman is
calculated. The following budgets (expressed in EUR/month) are taken as
starting point for the three cities:

- Antwerp: 489 EUR (F=481; M=497)
- Barcelona: 437 EUR (F=422; M=453)
- Helsinki: 575 EUR (F=580; M=570)

In order to be in line with the year of income data in EUSILC 2012, the
reference budgets of 2014 are converted to prices of 2011 using the
harmonized consumer price index (HCPI) available from Eurostat.

Based on the RBs for different household types, a separate budget is
derived for individual household members with different age profiles.
Because of the limited number of household types, several assumptions are
made in order to generalize to the broader population.

- In Antwerp and Barcelona, the cost of children <6 years old is equal
to 2/3 of the cost of children between 6-11 years old.

- In Helsinki, the cost of children between 12-17 years equals the
cost of a second adult

- The cost of students between 18-25 years old is similar to the
budget of a single person household.

- The cost of a second adult is assigned to every additional person in
a household who is 18+ years old and who is not studying,
independent of differences in gender and labour market situation.
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4) Finally, the cost of various additional family members is set in proportion
to the base line. In this way “equivalence scales” are obtained at the level
of reference budgets without housing costs.

Table 1. Equivalence scales at the level of the RBs with variation of housing costs

for Antwerp, Barcelona and Finland compared to the modified OECD scales.

Mod. Reference budgets — Reference budgets - Reference budgets -

OECD : ) . ;

scale without housing costs private tenant outright owner

BE ES Fl BE ES Fl BE ES FI

1st

1 1 1 1 1 1 1 1 1 1
adult
2nd

0.5 0.67 073 0.79 043 037 0.48 0.56 0.62 0.64
adult
child
06 0.3 0.44 050 0.62 0.29 029 0.48 0.35 0.44 0.56
child
o 0.3 066 075 0.67 0.44 043 0.50 0.52 0.66 0.60
child

0.5 093 098 0.79'*| 058 054 048 0.72 0.84 0.64
12-17
Student | 0.5 1 1 1

Source: ImPRovE budgets 2014 (Goedemé et al. 2015b). The factors in italic are based on
interpolations from other budgets or other studies.

"L As the household types for Helsinki do not include the cost of a teenager it is, based on national
RBs research, assumed that this cost is similar to the cost of a second adult. The Finnish RBs
estimated an equivalence scale of 0.7 for a teenager and 0.75 for the second adult without housing
costs (Lehtinen and Aalto 2014). However, as they did not have the full data at use, the cost of a
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Table 1 shows the derived equivalence scale at the level of the reference budgets
for three different housing situations in Antwerp, Barcelona and Helsinki,
compared to the modified OECD scale. In order to illustrate the housing costs of
private tenants and outright owners, we used the housing budget of qualitative
dwellings as estimated in the IMPROVE project, as explained above in section 3.2
(Van den Bosch et al. 2016). Some significant differences across countries can be
observed. In Barcelona, the equivalence scales are steeper compared to the other
two cities when no housing costs are included or in the case of low housing costs
(outright owners). When comparing the factors for private tenants the reverse is
true and equivalence scales are the flattest for Barcelona due to the higher housing

costs.

The table mainly illustrates the important role of the (shared) housing costs in
economies of scale. When housing costs are added, equivalence scales become
less steep due to the large shared cost. It is also shown that economies of scale
strongly depend on the tenure status, even though this is usually neglected. The
possibility to calculate different equivalence factors for different housing
situations is a clear advantage of the reference budgets. Also the needs of children
of different ages are better reflected, since the modified OECD scale takes the
same factor (0.5) for adults and children of 14 years and older and a lower factor
(0.3) for younger children (<14). Reference budget research finds that the cost of
children is generally higher, increases with the age of the child, and even exceeds
the cost of a second adult in the case of teenagers and students. In other words, the
modified OECD scale probably underestimates the cost of children, especially for

families with low housing costs (outright owners or subsidized rent).

teenager does not take into account the commodities that the household uses jointly. This approach
probably underestimates the cost of teenagers.
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Application of the thresholds to EU-SILC and the treatment of housing costs

In a last step, we calculate the number of persons with an income below the level
of reference budgets. For doing so, we make use of the EU Survey on Income and
Living Conditions (EU-SILC), which contains a representative sample of private
households (e.g. Marlier et al. 2007). More in particular, we make use of EU-SILC
2012 (version 3). The sample contains information on 5.817 households in
Belgium, 10.307 in Finland and 12.714 in Spain. Since RBs refer to the out-of-
pocket-costs of essential goods and services, we compare their level to the total
disposable household income, assuming that household members share equally in
the incomes and costs of all household members. Disposable household income
includes taxes, benefits and allowances, and is measured in the representative and
cross-nationally comparable European Survey of Income and Living Conditions
(EU-SILC) (Marlier et al. 2007; Goedemé 2013).

Subsequently, a first illustrative attempt can be done to estimate the number of
people with a net disposable income below the level of the reference budgets for
Belgium, Spain and Finland. The estimations are based on the EU-SILC data for
the year 2012. The income reference year is the year before the survey year.
Therefore, the ImMPRoVE reference budgets constructed for the year 2014 are
converted to the year 2011 using the harmonised consumer price index (HCPI)
available from EUROSTAT. We calculate 95% confidence intervals, taking as
much as possible the complex sample design of EU-SILC into account (cf.
Goedemé 2013).

A significant challenge is that the reference budgets are constructed for reference
cities (Antwerp, Barcelona and Helsinki) which cannot be considered
representative for the country as a whole due to the regional differences in prices

and needs (see above). Because of lacking information on the regional level for
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Belgium we were not able to make use of the NUTS-2 level variable in EU-SILC.
In contrast, we restrict for all three countries the sample to households living in
densely populated areas. Many cultural and institutional (e.g. public transport)
differences are related to the degree of urbanization, but regional variation may be
important as well. When interpreting the results, it is important to keep in mind
that the proportion of people living in densely populated areas is not the same
across countries. The figure below shows that in Belgium and Spain more than
half of the people live in densely populated areas. In contrast, only 26% of the
households in Finland live in densely populated areas. It is clear that one should
not infer the results presented below to the broader population.

Figure 5. The proportion of people living in densely populated areas for Belgium,

Finland and Spain.
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Source: EU-SILC 2012 version 3.
Note: 95% confidence intervals, sample design taken into account (Goedemé 2013).
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A particular challenge for this exercise, is the treatment of housing costs. There

are at least two different ways of including housing costs:

1)

2)

The first option is to start from reference housing costs, which reflect the
cost for different tenure statuses of renting an adequate dwelling at the 30™
percentile (Van den Bosch et al. 2016). Unfortunately, due to data
limitations this exercise can take only to a limited extent regional
variations in housing prices into account. In addition, it is not very clear
whether all households with higher housing costs would be able to find an
adequate dwelling at that cost, if they wanted to.

The second option is to add actual housing costs to the household-specific
reference budget, before comparing it to the disposable income of the
household’2. More precisely, EU-SILC contains a variable (HH070) which
contains the monthly rent or mortgage and the additional utility costs and
other housing-related charges that households need to pay at the moment
of the survey. Housing benefits are directly paid to the landlord and not
deducted from the total housing cost which means they might be somewhat
overestimated. By simply adding real housing costs to the reference
budget, we assume that these housing costs correspond to the minimum
necessary for adequate social participation, given the current situation of
households. Obviously this is a strong assumption: quite a few households
may be spending more than what is strictly necessary, whereas others may
live in inadequate housing situations.

In this paper, we stick to the second option. It is important to keep in mind that

real housing costs do not give information on the quality of the dwelling which

means that people living in poor but low cost housing conditions may not be

identified as living in poverty. On the other hand people, with excessive housing

costs could be identified as poor while their housing conditions are high above the

minimum. To limit the latter factor, we have top-coded housing costs at the 99™"

2 This is equivalent to comparing the RBs without housing costs to disposable income after
housing costs.
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percentile. In the future it would be interesting to explore also the normative
approach, and compare both results to gain more insight on the relation between

housing costs, housing conditions and poverty.

In principle, as is the case for housing costs, we would like to take account of other
large costs that people may face, and which are not covered by the reference
budgets, in particular child care and health care. However, in contrast to housing
costs, information on the out-of-pocket costs for these services is not available in
EU-SILC.

Results

The starting point for each country are the reference budgets without housing
costs, developed for specific cities. By multiplying this budget in every country
with the equivalence scale (without housing costs) for each household member of
different ages, a reference budget is allocated to all families in the sample. Then,
as explained in the previous section, the real housing costs of each household are
included which results in household-specific poverty thresholds taking into

account differences in household composition and housing costs.

Figure 6 below shows the proportion of people in densely populated areas, whose
net disposable household income after housing costs is below the level of the RBs
for Belgium, Spain and Finland. The white bars illustrate the results when using
reference budget thresholds including real housing costs as explained above, the

grey bars show the results of the at-risk-of-poverty rate.
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Figure 6. The percentage of people living in a household with a net disposable
income below the RB threshold or the AROPG60 threshold in Belgium, Finland and

Spain, densely populated areas.
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Source: EU-SILC 2012 version 3.

Note: 95% confidence intervals, sample design taken into account (Goedemé 2013).

In Spain the percentage of people in densely populated areas with inadequate
income to achieve the level of the reference budgets is the highest (20%), followed
by Belgium (14%) and Finland (8%). When measured with the at-risk-of-poverty
rate, the poverty percentage reaches a higher level for Belgium (19%) and Finland
(9%), but in Spain the estimates end up lower (18%). As we illustrated above, the
RB indicator suggests that in Spain an income at the level of the poverty threshold
is too low to participate adequately in society.

As mentioned earlier, we must keep in mind that reference budgets are developed
for specific household types reflecting a lower bound. In many cases, more
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financial resources are needed to participate adequately in society. As is the case
with the at-risk-of-poverty indicator, poverty rates are probably underestimated
for people with limited competences, problems with budgeting, with a limited
social network, bad access to information resources, with severe health problems

or disabilities, inadequate housing or no access to public services.

More importantly, the question is whether both the RBs-based measure and the at-
risk-of-poverty measure result in the identification of the same groups at risk. We

discuss poverty by tenure status, household type and age groups.

Figure 7. Proportion of people with a net disposable income below the thresholds
for densely populated areas, by tenure status
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Source: EU-SILC 2012 version 3.
Note: 95% confidence intervals, sample design taken into account (Goedemé 2013).
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The graph above illustrates that even though those who pay a reduced rent tend to
have low incomes (their at-risk-of-poverty rate is relatively high), the fact that they
have reduced housing costs helps to raise their remaining income above the level
of reference budgets. In particular, the relative risk of those renting on the private
market and those paying reduced rent is assessed considerably differently in
Belgium and Spain when comparing both approaches to poverty measurement.
For both countries, the RB indicator shows that governments should be at least as
concerned about households renting on the private market as about those renting
in the reduced rent sector. In Belgium and Finland outright owners, and in Belgium
also tenants who pay reduced rent, face a significantly lower poverty risk when
this is measured using the RB threshold in comparison with the at-risk-of-poverty

rate.
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Figure 8. Proportion of people with a net disposable income below the thresholds
for densely populated areas, by household types
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Source: EU-SILC 2012 version 3.
Note: 95% confidence intervals, sample design taken into account (Goedemé 2013).

When we differentiate the poverty rates by household types, both the at-risk-of-
poverty indicator and the RBs identify the same groups as those with the highest
level of poverty. With both indicators, single parent families are generally the most
vulnerable household type. In Belgium and Finland, the at-risk-of-poverty

threshold seems to over-emphasise poverty among single persons (and in Belgium

also among couples) without children compared to the RB threshold. In Spain and

261



Finland poverty rates for single parent families and couples with more than three
children increase when the RB threshold is used.

Figure 9. Proportion of people with a net disposable income below the threshold

for densely populated areas, by age groups
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Note: 95% confidence intervals, sample design taken into account (Goedemé 2013).

The last graph shows the proportion of people with a net disposable household
income below the RBs or the at-risk-of-poverty threshold for different age groups.
When measured with the RB indicator, poverty rates are the highest for people
below the age of 18 in the densely populated areas of all three countries. In Spain
a similar result is obtained when measured with the at-risk-of-poverty indicator,
but in Belgium and Finland poverty is significantly higher for elderly persons

(over 65 years old), resulting in an (almost) inverse picture compared to the RB
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indicator. This is most likely mainly the result of taking housing costs into account:
many elderly persons have a relatively low income (at least in Belgium and
Finland), but at the same time they have a higher likelihood of low housing costs
due to full ownership of the dwelling. As a result, they do rather poorly when
housing costs are ignored, and relatively well if housing costs are taken into

account.

Discussion: the limitations of reference budgets as a poverty indicator

In the previous section we have illustrated how reference budgets could be used
as poverty thresholds and complement the at-risk-of-poverty indicator. More in
particular, reference budgets illustrate how the at-risk-of-poverty threshold does
not represent the same living standard across different EU Member States and
different subgroups in the population. At the same time, the results should be
interpreted with caution. The original purpose of reference budgets is not to
estimate poverty rates but to create a benchmark against which an adequate living
standard can be assessed. As such, reference budgets do not provide information
on the number of people with insufficient financial resources to acquire an
adequate living standard. When RBs are used as poverty lines, we identified three
main challenges. Firstly, as indicated above, reference budgets face problems of
robustness because of their concrete and detailed character and the lack of cross-
nationally comparable expenditure data and price and lifespan information.
Secondly, we pointed at the limitations of the EU-SILC dataset which lacks
microdata containing information on the needs and essential expenditures of
households. And last but not least, reference budgets are developed for a limited
range of hypothetical households on the basis of specific assumptions. Many of
these assumptions do not generally apply to the broader population, and in

particular not to households living on low incomes. In order to be able to better
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apprehend the implications of these assumptions, in what follows we briefly
review the literature on the discrepancies between the abovementioned
characteristics of the household types and the observed characteristics and
circumstances of real households. In addition, we explore how these discrepancies
affect the level of the reference budgets and their use as a poverty line.
Consecutively, we discuss assumptions with regard to: (1) being well informed
and having ‘normal’ competences; (2) being in good health; (3) making use of

available public goods and services; (4) living in an adequate dwelling.

Informed people with normal competences

An important assumption is that households are aware of correct information about
requirements of adequate social participation (e.g. healthy living patterns, their
entitlements to public goods and services) and the cost of goods and services, and,
moreover, have the capacities to use this information to act economically. This
might not be self-evident for everyone. Comparing different prices, mastering
one’s budget and taking up all social rights require specific resources such as time,
reliable information, social networks, access to institutions and skills such as being
literate or even higher educated. In addition, continuously making economic
choices takes time, energy and long-term budget strategies. Recent psychological
research shows that scarcity of income (but also of other goods such as time) limits
people’s cognitive capacities, leading to more impulsive purchases and less budget
control (Mullainathan and Shafir 2013).

Access to information and the ability to compare prices is increasingly related to
digital literacy, which is not distributed equally. In particular people living on low
incomes, elderly and low educated lag behind because of limited financial and
psycho-social capacities (Hargittai 2010; Marién and Van Audenhove 2011,

264



Selwyn 2004). In this case a budget that fulfils material needs for internet use will
not suffice, as also extensive training and support are necessary to strengthen the
competences of people with different backgrounds. If people lack the assumed
competences the level of the reference budget threshold will not allow for adequate

social participation, which means poverty rates could be underestimated.

Being in a good health

Many people are confronted with health problems for which they need additional
(financial) resources. This is particularly problematic as a wide variety of studies
has shown a strong correlation between (self-reported) health status and a low
socio-economic background (e.g. Van Doorslaer et al. 2004; Herndndez-Quevedo
et al. 2006; Lynch et al. 2000; Knoops and van den Brakel 2010; Mackenbach et
al. 2008). Comparative research also reveals substantial differences in health
inequalities between countries (Hernandez-Quevedo et al. 2006; Mackenbach et
al. 2008; Marmot 2002). Studies confirm that countries with a low GDP, low
accessibility of services and higher levels of inequality perform worse with regard
to socio-economic inequalities in health (Van Doorslaer et al. 2004; Kawachi and
Subramanian 2014; Lynch et al. 2000; Mackenbach et al. 2008; Marmot et al.
2012).

The income-based inequalities in health are a result of three main processes that
work in different directions. First of all, health problems can result in a loss of
income due to the extra costs caused by conditions of sickness or disability or to
the decreased possibilities to gain income from work (e.g. see Decock et al. 2001;
Hill et al. 2015; Zaidi and Burchardt 2005). Secondly, in addition to the direct and
indirect costs related to health problems, people with chronic diseases or

disabilities need additional resources to overcome barriers in order to participate
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adequately in other domains (Mithen et al. 2015; Vermeulen and Hermans 2013;
Van Thielen et al. 2010). Thirdly, the underlying explanatory factor is the harmful
effect of low income on health status (Hernandez-Quevedo et al. 2006; Marmot
2002; Muennig 2008). First of all, this can be explained by the effects of
inadequate food intake, bad sanitation and low quality housing conditions.
Secondly, low income is related to low levels of education, low quality jobs,
unemployment and social exclusion, which are known to have a negative impact
on health (e.g. Marmot 2002). Further, also long-term psycho-social effects of
living in poverty can increase the risk of physical and mental health problems (e.g.
Lynch et al. 2000). Finally, people with lower socio-economic status may have
unequal access to health care due to financial or social barriers, which can result
in a procrastination of medical treatment (Després et al. 2011; Mackenbach et al.
2008; Van Doorslaer et al. 2004; Van Doorslaer et al. 2006). It is an empirical
question whether the level of reference budgets allows for sufficient budget space
to avoid mental and physical health problems in the long term. Given that we have
ignored the additional financial means that sick and disabled persons need to
enable adequate social participation, poverty rates will most certainly be

underestimated.
Accessible public goods and services

Another assumption implies that families make use of accessible public goods and
services, such as health care services, education and public transport. RBs take
account of the out-of-pocket costs that are needed to make use of these services,
but no additional monetary or non-monetary costs are included in the case people
do not have full access. The problem is that we cannot assume that public goods
and services are equally used (Ghysels and Van Lancker 2011; Cantillon and Van

Lancker 2013). There exists indeed evidence of low-income families making
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limited use of universal childcare (e.g. Ghysels and Van Lancker 2011; W. Van
Lancker 2013), participating less in higher education (e.g. Marical et al. 2008;
Verbergt et al. 2009) and refraining from visiting medical specialists (e.g. Despres
et al. 2011; Morris et al. 2005; Van Doorslaer et al. 2006). Various factors are
mentioned in literature, among which are financial and cultural barriers, attitudes
and beliefs, inadequate information and spatial segregation. If people receive an
income at the level of the reference budgets, the problem of affordability should
disappear but other psycho-social forms of exclusion may persist. Consequently,
if we do not take account of this limited accessibility of services for low income

families, an important aspect of poverty may be neglected.

In many countries low-income families have the right to pay reduced tariffs for
making use of publicly provided services such as health care and education. The
question is to what extent these price advantages should be taken into account in
order not to overestimate poverty. Even if means-tested benefits, cost-
compensating measures or public goods such as social housing are specifically
targeted at people in poverty, there are problems with restricted eligibility,
accessibility and information which results in non-take up (Ditch et al. 2001,
Eeman and Van Regenmortel 2013; Hernanz et al. 2004). Hence, some cost-
reducing measures are not taken into account for the construction of the ImMPRovE
reference budgets because of the lack of information on the implementation and
take-up of social tariffs such as rent premiums, public transport and health care
reductions or a maximum tariff for electricity and gas. Also, eligibility may depend
on the income that people have, which in the case of reference budgets depends
on their out of pocket costs. In other words, assumptions regarding hypothetical
households’ income are endogenous. Nonetheless, it would be interesting to repeat

the exercise taking account of the most important cost reductions to which low-
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income families are entitled. In this paper, only the effects of social rent are to a

certain extent included.
Adequate housing

Finally, assumptions were made in order to estimate what families need at the
minimum for adequate housing. There is a large variation in national and regional
housing policies which determines differences in housing costs and in the
predominant tenure status between and within countries (Ball 2005; Fahey et al.
2004; Rybkowska and Schneider 2011). Not only housing costs and tenure status
but also the related housing conditions differ largely across countries, regions and
socio-economic groups. In 2009, 30 million people in the EU suffered from severe
housing deprivation (Rybkowska and Schneider 2011). Differences in housing
quality can be explained by differences in general wealth, housing policies, the
rate of homeownership and the role of family support in housing provision
(Mandic and Cirman 2012). Especially in the Eastern European Member States
the problem of poor housing conditions is frequently occurring. Many dwellings
are in disrepair since families lack the financial means for renovation. Moreover,
due to a lack of investments the housing options are very limited for new
households (Rybkowska and Schneider 2011; Lelkes and Z6lyomi 2010; Ball
2005; Mandic and Cirman 2012). But also in more wealthy EU Member States
many families with a low socio-economic status face poor housing conditions. In
all countries, people with an income below the at-risk-of-poverty threshold report
more often problems with inadequate or lacking basic facilities, leaking roofs and
lack of space (Rybkowska and Schneider 2011; Lelkes and Z6lyomi 2010).

As we have explained (see above 4.3) housing costs can be calculated in two
different ways, starting from different assumptions. By including real housing

costs, we take account of the limitations of the housing market and demonstrate
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concrete differences across countries and different socio economic groups.
However, we do not know how the costs relate to the quality of the housing.
Possibly, housing costs are affordable and people are not classified as poor,
although they are confronted with bad housing conditions or lacking basic
facilities. Moreover, adequate housing is not only a need by itself, it is also
strongly interlinked with other needs such as health situation, social networks,
access to facilities, security and mobility. If the assumption of adequate housing
is not fulfilled, this will interfere with the cost of other baskets of goods and

services in the reference budgets.

Conclusions

In this paper we have explored how cross-nationally comparable reference budgets
could be useful instruments for measuring income poverty within a European
context. Reference budgets are priced baskets of goods and services, reflecting the
resources that people need at the minimum to adequately participate in society.
When constructed in a cross-nationally comparable way, they show how adequate
living standards differ across the EU, and, as a consequence, contribute to the
discussion on poverty concepts and poverty measurement. In two recent EU-
funded projects, a first attempt has been made to construct such cross-nationally
comparable RBs, based on a common theoretical and methodological framework.
We have argued that these rich and comparable data have the potential to
contextualise other poverty indicators as well as to develop an empirically needs-
based poverty threshold, which combines the income and expenditure side of
household budgets.

The data used in this paper are derived from the reference budgets developed

within the ImPRoVE project for three reference cities: Antwerp, Helsinki and
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Barcelona. The process to derive poverty thresholds involved three steps.
Typically, reference budgets are developed only for a limited number of household
types. Therefore, a first step was to estimate the costs of additional household
members of different ages and subsequently derive equivalence scales. The results
show how various institutional, cultural, and geographical differences between
countries influence the level of the budget that adults and children need at the
minimum to adequately participate in society. For instance, the necessary costs of
children are relatively high in Barcelona compared to the other two cities, which
is mainly due to the higher education costs. Taking account of the differences in
needs and economies of scales across countries and household constellations, the
results suggest that the adequacy of the frequently used modified OECD scale
seems to depend largely on the housing situation (in all three countries, in
situations where housing costs are low, the equivalence scales are much steeper),
and underestimates the costs of older children (even in the context of high housing

costs).

Because of its dominant share in the total budget of households, housing costs are
an essential element of adequate poverty measurement. The usual approach is to
calculate imputed rent (that is, the ‘benefit’ that people derive from owning a
house or paying sub-market level rent), and add this amount to disposable
incomes. In contrast, in the RB approach the cost of housing is included in the
poverty threshold. Due to the large variation of housing costs across households it
is important to explore different options to impute housing costs in the level of the
threshold. In this paper, for illustrative purposes we simply added (top-coded)
actual housing costs to the poverty threshold, as measured for each household in
EU-SILC. Clearly, more sophisticated approaches should be explored. Ideally,

real expenditure data should also be taken into account for other needs-based costs
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that differ significantly across households and regions such as health care,
education, child care and mobility costs. However, within a context of severe data

constraints this was not considered feasible for the purposes of this paper.

Finally, we illustrate how RB thresholds can be used to estimate the number of
people with a net disposable income below the threshold for Belgium, Finland and
Spain; and how this compares to the usual poverty estimates on the basis of the at-
risk-of-poverty indicator. Estimations are based on representative income data
available in the EU-SILC for the year 2012, restricting the sample to densely
populated areas (given that the reference budgets were developed for large cities).
We have seen that poverty rates are the highest for Spain and the lowest for
Finland, being in line with the conclusions based on the at-risk-of-poverty rate.
However, when poverty is measured with the reference budget indicator, there are
some important differences compared to traditional poverty outcomes. In Spain,
poverty figures end up higher compared to poverty rates based on the at-risk-of-
poverty indicator, while it is the other way around for Belgium and Finland.
Supported by earlier findings, this leads to the conclusion that the at-risk-of-
poverty threshold does not represent the same level of living standard across
different EU Member States. The difference between both indicators becomes
even clearer when the characteristics of those who are identified as poor according
to both thresholds are compared. We can generally say that those renting on the
private market, families with children and young people are relatively worse off
when poverty is measured with the reference budget indicator compared to the at-

risk-of-poverty rate.

Even though reference budgets may provide useful complementary information
on poverty, there are various barriers to be overcome before reference budgets data

can be used to construct a more valid poverty line. We have indicated three main
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limitations (1) current EU-reference budgets are not fully comparable, are
challenged by issues of robustness and can be improved further, especially with
regard to data collection, pricing and lifespan assumptions, (2) the use of a RB
methodology for poverty measurement requires detailed microdata with
information on economic resources, as well as the needs and essential expenditures
of households -in this paper we made use of EU-SILC, that does not entirely
comply with these data requirements-, (3) RBs are constructed for a limited
number of well-defined household types and cannot easily be extrapolated to the
population as a whole. Acknowledging these limitations, the purpose of this paper
is exploring and illustrating the possibilities of how RBs could be used as an
informative benchmark for the European ‘at-risk-of poverty’ threshold, rather than

developing an alternative poverty indicator.

Regarding the third limitation, it is crucial to emphasise that RBs refer to a lower
bound of income that specific hypothetical households need for adequate social
participation. The assumptions underlying the minimum cost of adequate social
participation deviate most from the reality of households situated at the bottom of
the income distribution. This means that poverty rates are probably underestimated
for people with severe health problems or disabilities, limited competences (e.g.
regarding efficient budgeting), deficient social networks, information resources,
inadequate housing or no access to public services. It is also worth repeating that
in this paper we have used RBs constructed for specific reference cities to estimate
poverty levels at the country-level. Hence, even if we restricted the sample to
densely populated areas, we can assume that regional differences in price and
social context can bias the results to a certain extent. However, it should be noted

that information on regional price variations within European countries is not
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directly accessible. It would be extremely useful to have regional price level
indices, in addition to the national price level indices published by Eurostat.

The analyses presented in this paper could be improved in many ways. First of all,
the quality and robustness of reference budgets could be enhanced as suggested
by Goedemé, Storms, Penne and Van den Bosch (2015a). In addition, we should
consider constructing RBs for a broader range of household types. Second, in order
to improve estimates of those with an income below the level of reference budgets,
an enhanced micro-dataset with information on needs and expenditure across
households and regions would be very useful. To some extent, household budget
survey data could be used for this purpose, even though in contrast to EU-SILC,
these data are not comparable across countries. Furthermore, it would be
interesting to explore alternative ways of including housing costs. Finally, regional
data on price differences as well as on cultural and institutional differences are

indispensable to estimate poverty in a more accurate way across regions.

To conclude, this paper illustrates how RBs can be used for the contextualisation
of other poverty indicators and how they could potentially enrich poverty studies.
At the same time, it is clear that considerable methodological improvements are
possible, and required. In our view, this offers a fruitful and rich agenda for future
research, which could substantially contribute to a more accurate picture of

poverty in Europe.
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CONCLUSION

In this dissertation, | have endeavoured to contribute to the cross-national study
and measurement of welfare state adequacy and poverty in Europe. In doing so, |
relied primarily on the Reference Budgets (RBs) for adequate social participation
that have been developed in a comparable way in a wide selection of European
member states. RBs assess the minimum out-of-pocket costs that specific
households have to make to be able to access essential goods and services, which
has the advantage of taking the impact of public provisions or subsidies into
account. By combining data, both on necessary expenses and disposable incomes,
this dissertation aimed to develop and contextualise social indicators to (1) assess
affordability, which is defined here as “the ability of households to afford a
specific good or service without being forced to under-consume other essential
goods and services” (See also Heylen and Haffner 2013), and (2) measure the
adequacy of incomes, which is understood in terms of social participation, i.e.
“having sufficient resources to be able to comply (or not) with the dominant social

expectations in society”.

At the European level, a large set of social indicators is available for the evaluation
of living standards and social policies in a comparative framework (Atkinson et
al. 2002; Atkinson et al. 2017). This toolbox has been crucial in enhancing social
rights in Europe, while at the same time becoming widely adopted by researchers
to assess and measure the adequacy of welfare states and poverty within and across
countries (Cantillon et al. 2019). Nevertheless, in this dissertation, | argued that
these indicators remain incomplete in two respects. First, current comparative
measures of income adequacy and poverty usually lack an empirical and
normative underpinning of what an acceptable minimum entails across varying

social contexts. In chapters 1 and 2, based on a joint effort by two large-scale EU

274



projects on RBs, we demonstrated that it is possible to develop a benchmark that
builds on a common understanding of a decent living standard in the different
member states. Second, traditional social indicators assessing affordability or
income adequacy usually neglect the mutual relation between adequate incomes
and the necessary out-of-pocket costs that households face to access essential
goods and services. They particularly fail to take proper account of the impact of
publicly provided or subsidised goods and services on the living standards of
households with different needs (Aaberge et al. 2017; Verbist and Matsaganis
2014; Verbist 2017).

This doctoral thesis demonstrated the usefulness of cross-nationally comparable
RBs in contextualising current social indicators (chapter 7) and contributing to
studies on welfare state adequacy and poverty in Europe, by taking the
(subsidised) necessary expenses of households into account (chapters 3-6 and 8).
RBs were used to measure affordability and in doing so, they highlight that
adequate income is of the utmost concern in ensuring access to essential goods and
services (chapters 3 and 4). Vice versa, RBs were used to show that increasing the
affordability of essential goods and services can positively affect the adequacy of
living standards (chapters 5 and 6). Chapters 5, 6 and 8 have demonstrated how
both concepts are strongly intertwined and need to be addressed jointly to
accurately assess the effectiveness of social policies and to measure poverty across
European welfare states. In what follows, I will summarize the main findings and

limitations of this doctoral study and give directions for future research and social

policy.

The road to cross-nationally comparable reference budgets

With this thesis, | have built on previous research on RBs and supported the further

development and use of cross-nationally comparable RBs in Europe. In the
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ImPRoVE project (Goedemé et al. 2015b) and the EU Pilot project (Goedeme et
al. 2015a), led by Bérénice Storms, Tim Goedemé and Karel VVan den Bosch and
collaborating with many international colleagues, we made a first attempt to
develop cross-nationally comparable RBs for 6 large EU cities (Antwerp, Athens,
Barcelona, Budapest, Helsinki, and Milan - Luxembourg later participated as a 7th
city), and comparable food baskets for 26 EU capital cities. This dissertation both
contributed to and strengthened this common effort, and explored how the
collected data could be used to develop comparative social indicators for the study

of welfare state adequacy and poverty in Europe.

The RBs concerned are embedded in a normative theoretical framework on human
needs and adequate social participation, inspired by the Belgian method (cf.
Storms 2012). In the two European projects further expanded on in this
dissertation, we have strengthened and validated this theoretical foundation from
a comparative perspective. We combined a needs and rights-based approach with
focus group discussions that consulted citizens in each participating member state.
This led to the conclusion that, at least at an abstract level, there is a shared
understanding of what adequate social participation means and which needs
should be minimally fulfilled in the different European countries. The results
convinced us that there is sufficient common ground for the development of a
meaningful benchmark through which to evaluate the adequacy of living standards

in a comparable way across Europe.

In order to translate the list of human needs into illustrative priced baskets of goods
and services for each country, our two EU projects followed a mixed-method
approach (described in Goedemé et al. 2015a) that relied on a wide range of
information sources. In these projects as well as in this dissertation, important

steps were taken to go beyond procedural comparability, i.e. following common
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procedures, and to maximise substantive comparability, i.e. representing the same
level of living standard in the different countries (see Goedemé et al. 2015a). To
improve substantive comparability, we developed household types with specific
features and well-defined premises and started with a data collection on the
societal circumstances in each country. This dissertation highlighted the large
impact exercised by the institutional context and the accessibility of publicly
provided or subsidized goods and services on the minimal financial resources
needed to participate adequately in society. On the other hand, this doctoral thesis
also revealed the limitations and challenges of developing such a comparable
benchmark (see below).

What can we learn from reference budgets?

In the second part of this dissertation, | demonstrated how RBs can be used to
develop comparative indicators to assess the impact of social policy and to
evaluate the adequacy of living standards. Importantly, this is not to say that RBs
should replace current social indicators. However, by demonstrating the out-of-
pocket costs that households face to fulfil their needs for social participation, and
in combining this insight with other information sources, they can be of added-
value alongside current indicators. In doing so, they shed new light on welfare
state adequacy and poverty in Europe. On the one hand, RBs were combined with
hypothetical household simulations of tax and benefits through the micro-
simulation tool HHoT in Euromod (chapters 4, 5 and 6) to assess the adequacy of
incomes and social policies. On the other hand, RBs were imputed at the
population level using representative survey data (EU-SILC), to estimate
affordability risks and poverty rates (chapters 3, 4 and 8). Based on the newly

developed RB-based indicators, the following main lessons can be drawn.
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Affordability and income adequacy: a reciprocal relationship

First, in chapters 3 and 4, affordability problems were assessed based on the out-
of-pocket costs that households have to make to fulfil their minimum needs and
the net incomes they have at their disposal. Compared to traditional affordability
indicators based on actual spending (e.g. Miniaci et al. 2008) and deprivation
indicators (e.g. O. Davis and Geiger 2017), these new indicators helped to identify
different at-risk groups. In chapter 3, we demonstrated that 10% of the Flemish
population with needs-based water affordability problems usually stays under the
radar when using actual spending indicators because they spend below what is
minimally needed. In chapter 4, the food deprivation indicator” failed to capture
a significant share of the population across Europe with an income (after housing
costs) below the level of a healthy diet, especially in Romania, Bulgaria and
Greece. Importantly, the affordability of one specific good or service for any given
income also depends on the cost of other essential expenses (see also e.g. Haffner
and Heylen 2011). When this is taken into account, the affordability of essential
goods and services is also found to be a considerable problem in richer EU member
states. For instance, given the cost of other essential goods and services, we have
shown that in 16 out of 24 EU member states, at least 10% in (sub)urban areas has
insufficient resources to access a healthy diet. In sum, using the needs-based
affordability indicators allows for the identification of particularly precarious
groups that include those in more affluent welfare states, putting inadequate
incomes back at the heart of affordability problems.

Second, turning to income adequacy, we evaluated welfare state intentions through

micro-simulations of tax-benefit policies in chapters 4, 5 and 6. In line with other

3 Based on one of the dimensions included in the severe material deprivation indicator: “the
inability to afford a meal with meat, chicken, fish (or vegetarian equivalent) every second day”
(see e.g. O. Davis and Geiger 2017; Loopstra et al. 2015)

2178



research (e.g. Marchal 2017), the results showed that minimum income schemes
are generally insufficient to participate adequately in society in most EU Member
States. In Eastern and Southern European countries, recipients of social assistance
often have insufficient resources to even access a healthy diet and to rent a
dwelling, let alone to satisfy other needs. In some of these countries, this is most
likely not only a problem of redistribution but of low standards of living in general.
In Bulgaria and Romania for instance, the cost of a healthy diet already amounts
to half of the median income. But in many member states with overall high
standards of living such as France, Belgium and Sweden, minimum income
protection often also does not allow inhabitants to fulfil their minimum needs for
adequate social participation. Moreover, not only social assistance incomes but
full-time minimum (or equivalently low) wages for single-earners are also proven
here to be insufficient for adequate participation in many EU societies. For
families with children, we have shown that child benefit packages are generally
insufficient to compensate for the direct costs of children and compensate less
when children get older. Although these child-specific policies usually have a
bigger impact at the lower end of the income distribution, in most of the countries
under study, they fail to guarantee adequate social participation for single-earner
families with children who rent their dwelling on the private market. The only

exception to this rule is for low-wage workers in Helsinki.

A third and very important lesson is that income adequacy cannot be separated
from the affordability of essential goods and services. This doctoral study aimed
to improve insight into the impact of publicly provided or subsidized goods and
services on the adequacy of living standards and poverty in Europe. We can
conclude that reducing out-of-pocket costs to access essential goods and services
can support cash benefits in ensuring an adequate living standard. In chapters 5, 6
and 8 for instance, the results demonstrated that a reduction of housing costs
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through subsidies, ownership or social rent, has a positive effect on the adequacy
of incomes and hence, can reduce income poverty. In chapter 6, we showed that
in Finland, relatively generous subsidization of child-specific services
accompanied by high levels of social protection improves income adequacy at the
bottom of the income distribution. By contrast, in Spain, Hungary and Greece,
families face a relatively high access cost to publicly provided services, which
makes minimum income protection even more inadequate. Moreover, in many
European countries, public and private institutions allocate various means-tested
benefits to reduce the essential expenses of vulnerable households, such as social
tariffs for utility services and housing benefits (see Immervoll 2012; Frazer and
Marlier 2016). The case study of Belgium in chapter 5 illustrated that though these
cost-reducing benefits can improve income adequacy, they are also fragmented,
subject to strict (income) conditions and non-take-up, and insufficient to
compensate for low cash benefits. Moreover, these specific social tariffs are often
contingent on social assistance, excluding those in paid work — or in other social
insurance categories, which might unintentionally have a negative effect on

financial work incentives.

Contextualising and developing indicators of poverty

Finally, although RBs face specific limitations (see below), we conclude from
chapters 7 and 8 that they are useful to the measurement of poverty in at least three
respects: they can reveal the weaknesses of current indicators, they bring other at-
risk groups to the fore and, again, they show that differences in income adequacy
are also driven by cross-national variations in public provisions and subsidies of

goods and services.
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First, because they aim to represent an acceptable and adequate living standard in
a comparable way across Europe, RBs are well-suited to contextualising current
social indicators that do not go beyond procedural comparability, such as the at-
risk-of-poverty threshold (AROP). The AROP, set at 60% of the median
equivalent disposable household income, is the most commonly used indicator in
assessing income adequacy and poverty in Europe (e.g. Atkinson et al. 2002;
Cantillon and Vandenbroucke 2014). This relative poverty threshold depends on
the median level of welfare in a country, but it is not clear to what extent it refers
to an adequate living standard in the different member states. RBs have shed light
on this black box. In chapter 7, we showed that the AROP does not represent the
same level of income adequacy across Europe. On the one hand, in the poorer
European countries, such as Hungary and Greece, and especially in Romania and
Bulgaria, people with an income at the poverty threshold cannot even adequately
fulfil basic physical needs such as food, clothing and shelter. On the other hand,
in richer member states such as Finland and Belgium, the poverty threshold seems
to represent what is needed to participate adequately in society quite well.
Compared to differences in (60% of) median incomes across Europe, cross-
national variations in the out-of-pocket costs that households face to fulfil their

needs are clearly much smaller.

Second, chapter 8 demonstrates how the profile of the poor changes when using
(adjusted) RBs, compared to the AROP indicator. Particularly for private tenants,
children and young people, the poverty risk increased compared to the at-risk-of-
poverty figures. The AROP indicator makes use of the modified OECD
equivalence scale to compare incomes across households with different
compositions. However, the modified OECD-scale neglects the fact that the out-
of-pocket costs that households face, as well as the economies of scale in which
they are embedded, differ largely across countries and institutional contexts. The
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results discussed in chapters 7 and 8 illustrate the importance of people’s housing
situations (lower housing costs cause steeper equivalence scales) and suggest that
the modified OECD scale underestimates the cost of children. This might have an

important impact on measured poverty outcomes.

Third and last, we have demonstrated that cross-country differences in poverty
rates increase when a benchmark is used that better accounts for the minimum
costs that households face in reaching an adequate standard of living across EU
countries. Moreover, these differences in out-of-pocket costs are also driven by
cross-national variations in public provisions and subsidies of goods and services.
For instance, in Spain, the average living standard is lower compared to Finland,
but the out-of-pocket costs to access public education are higher. This is not
accounted for by the purely income-based at-risk of poverty threshold, while being

included in the level of the RBs.

Limitations

In Chapter 5 and elsewhere (see Goedemé et al. 2015a), we have discussed the
quality of RB-based indicators in the light of the commonly agreed-upon set of
quality criteria for the development of comparative social indicators in Europe
(Atkinson et al. 2002). In doing so, we have highlighted RBs’ strengths in that
they have a clear normative interpretation, strong internal validity, are responsive
to cash and in-kind policy interventions and enhance substantive comparability.
On the other hand, these quality criteria have also revealed the limitations of using
RBs as comparative social indicators, as they face (1) potential problems of
robustness, (2) a lack of representativeness or external validity, and (3) serious
challenges of practical feasibility in implementing and updating them across time

and space.
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First of all, RBs face problems of robustness. As a consequence, there are limits
to the objective of substantive comparability. There are two main reasons for this.
First, the concept of social participation remains somewhat elusive and many
concrete and detailed choices have to be made (see chapter 1). Hence, the level of
RBs does not represent an exact income threshold and remains to an extent
illustrative. Second and most importantly, there is a lack of comparable
representative data on social expectations, purchasing patterns and on the
accessibility, life spans and prices of essential goods and services across Europe.
The quality of the underlying information sources and data differs across
countries. For instance, the extent to which the food-based dietary guidelines are
an adequate cultural and scientific reflection of what a healthy diet consists of in
the various national contexts can be criticised (see Carrillo-Alvarez et al. 2019a).
Moreover, the price survey is based on a rather small sample within a limited

selection of shops.

Second, RBs are essentially developed for specific household types with well-
defined premises regarding individual and societal circumstances. These
hypothetical situations improve cross-national comparability but challenge the use
of RBs as social indicators to measure poverty in the population. There are two
particular reasons for this. First, the number of hypothetical household types is
limited and cannot be seen as representative for the population as a whole. The
cross-nationally comparable RBs in this dissertation have been developed for the
situations of adult singles and couples at active age with zero to two children of
specific ages. In couple households, the partner is assumed to be inactive and
hence, dual-earner families were not studied. The households live in urban areas
and usually rent on the private tenant market or own a house without paying
mortgage (see Van den Bosch et al. 2016). It is important to know that the

representativeness of these characteristics varies widely across and within
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countries (see also chapter 2, Goedemé et al. 2015a). For instance, renting a
dwelling on the private market is much more common in some countries (e.g.
Belgium) than in others (e.g. Hungary)’* and the share of single-earner families is
larger in Southern European Countries than in the North of Europe (OECD 2013).
Importantly, regional variations are neglected, though prices and purchasing
patterns differ greatly in some countries (Jansky and Kolcunova 2017). Secondly,
in order to construct a lower bound of the income needed for social participation,
we assumed that the household members are in good health, self-reliant, well-
informed and have certain skills and capabilities, such as being able to shop and
cook healthily. These premises, however, do not represent daily reality and can
deviate strongly from real-life situations, particularly for vulnerable groups at the
bottom of the income distribution (e.g. Mullainathan and Shafir 2013; Hernandez-
Quevedo et al. 2006; Hargittai 2010). In the focus groups organised for both the
Belgian and the European projects, participants with varied socio-economic
backgrounds discussed these premises and emphasized common constraints such
as health problems and a lack of information or skills. The same is true for the
underlying premise about the societal context, namely that publicly provided
goods and services are accessible to everyone. In trying to understand the impact
of the affordability of (publicly provided and subsidised) goods and services on
household living standards, this dissertation largely disregarded other aspects that
determine accessibility, such as the availability, acceptability and the quality of
the good or service (e.g. Vandenbroeck and Lazzari 2014; Peters et al. 2008). In
Flanders for instance, there is a limited supply of social housing with long waiting
lists for families in need (VlIaamse Maatschappij Sociaal Wonen 2019). Moreover,

it are the particularly vulnerable groups in our society that face economic,

" In chapters 4 and 8, the large regional variation in housing costs was accounted for by measuring
poverty and food insecurity ‘after actual housing costs’ as included in the EU-SILC survey.
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sociocultural, spatial and information barriers to access publicly provided or
subsidised services such as good quality housing and (health) care services
(Eurofound 2017; Bonoli et al. 2017). Even if essential goods and services are
affordable, other psycho-social forms of exclusion may persist. Consequently, not
accounting for the individual constraints and limited accessibility of services for
low-income families might lead to an underestimation of the actual resources that

households need, and hence, might bias poverty outcomes.

Finally, one of the quality criteria expressed by Atkinson et al. (2002) is that an
indicator should be easy to implement and regularly update by building on
available data. So far, fully developed cross-nationally comparable RBs are only
available at one point in time, for a limited number of household types, living in
large cities across 7 EU member states. It is crystal clear that, in order to use RBs
as comparative social indicators to measure poverty in the population, updates,
adjustments and additional data collections are needed. This is a time-intensive
process that requires systematic coordination, a strong European network of
experts, motivated and competent national teams, a wide variety of existing and to
be developed data sources and a high level of financial and societal support (see
also Goedeme et al. 2015a). The development of cross-nationally comparable RBs
would ideally also benefit largely from the improvement of the quality,
comparability and representativeness of data on needs, expenditures, accessibility,
prices and life spans of goods and services. This is particularly crucial to
households at the bottom of the income distribution.

Directions for future research

In this dissertation, | rely on cross-nationally comparable RBs. However, as
clarified in the previous section, comparative research on RBs is still in its infancy.

In the future, RBs for adequate social participation could be extended to a larger
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selection of countries and updating the baskets on a regular basis would be
beneficial to the study of welfare state adequacy over time. In addition to
expanding the scope of the research, there are possibilities to develop cross-
nationally comparable RBs for a larger number of household types with different
compositions. Similarly, researchers can alter the predetermined assumed
characteristics, competences or contexts of the hypothetical household types. As
comparable RBs have only been developed for large cities, an important extension
would be to allow for regional variations, especially variations in needs, prices and
the availability of goods and services in rural versus urban areas. For poverty
research, it would be particularly interesting to study the additional needs and out-
of-pocket costs related to long-term illness, disabilities and labour market

participation (e.g. child care, mobility).

As we have explained previously and elsewhere (see Goedeme et al. 2015a;
Goedemé 2020), there is still much room for improvement concerning the
robustness, validity and comparability of the RB approach, which is in itself
sufficient for a new research agenda. For instance, future studies could improve
the pricing method and life span estimations by working with a larger, random
sample of products. The availability of price data from national statistical
institutes, particularly at the regional level, would be very useful in enhancing the
representativeness of the study. Another area that could inspire future research is
citizen consultation. In the previous EU projects, only a very limited number of
focus group discussions were organised to assess the completeness, feasibility and
acceptability of RBs. Future studies could explore how to involve well-considered
views of citizens in a more representative way across countries, for instance
through survey techniques and new rounds of discussions based on sufficiently
large random samples. This would be particularly helpful in gauging social

expectations and in gaining more insight into the barriers to accessing goods and
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services experienced by vulnerable groups in society. Doing this would improve
the empirical basis of RBs as a consensus-building instrument in society.

This dissertation is only the tip of the iceberg in understanding the impact of
subsidising or the provision of essential goods and services on income adequacy
and poverty in Europe. The relationship between affordability, or more broadly
accessibility, and income adequacy raises new questions for future research.
Welfare state scholars have traditionally mainly focused on comparing levels and
coverage of cash benefits, whilst disregarding variations in the accessibility of
publicly provided or subsidized services across EU member states. Studies that
take services into account (e.g. Jensen 2011; Kuitto 2016; Verbist and Matsaganis
2014), tend to focus on patterns in public expenditures. While this dissertation
looked at the minimum out-of-pocket costs that households face in accessing
essential goods and services, further research could gain more insight into other
dimensions of accessibility such as ‘availability’ and ‘quality’ (see Roose and De
Bie 2003; Vandenbroeck and Lazzari 2014). Through existing or additional citizen
consultation, more detailed patterns regarding the accessibility of services, such
as child care, (non-compulsory) education and health care, could be revealed and
compared across EU countries. Furthermore, future comparative studies could
look more carefully at differences in out-of-pocket costs across population groups,
taking into account in-kind policies such as rent subsidies, study allowances and
social tariffs for utility services, that specifically target vulnerable groups (as we
have done in chapter 5 for the case of Belgium). This research will not only shed
light on how patterns in services differ from more traditional welfare regime
typologies, but could also provide crucial background information for studies and
social indicators that try to capture income adequacy and poverty in Europe,

including through RB research.
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In addition, we aimed in this dissertation to contribute to the development of
needs-based poverty thresholds that surpass income. Equivalence scales are
essential in accounting for differing needs across households. In poverty research,
equivalence scales are used to convert disposable household incomes into a
comparable measure in order to compare living standards across households that
vary in size and composition (Buhmann et al. 1988). Currently, most poverty
research makes use of a very simple equivalence scale, known as the modified
OECD scale. However, this scale neglects important variations in needs and in
economies of scale, that depend on the tenure status, health situation and
accessibility of services across and within countries (Aaberge et al. 2017; Paulus
et al. 2010; Brandolini 2007). As we have discussed in this dissertation, RBs can
be used to calculate the minimum cost of an additional household member and to
derive an RB-based equivalence scale across countries. In chapter 8, this RB-based
scale was used to estimate poverty thresholds for households that do not strictly
meet the descriptions of the original limited set of hypothetical household types.
Given that in practice household situations are much more diverse and complex,
future research could enrich the needs-based RB approach with representative
information on spending patterns (e.g. including actual health care spending of
households as we have done here for housing) in order to estimate more realistic
poverty thresholds for the broader population (see also Vrooman 2009a). This
could contribute to the measurement of poverty across households and countries,
as it can be expected that current poverty measures are biased against groups with
higher needs and limited access to public services; groups which can be expected

to be more vulnerable (as described above as a limitation of current research).

Finally, this thesis did not pay much attention to the broader political and
environmental context which clearly has an impact on people’s ability to

participate in society. This includes a safe and healthy environment, political
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freedom and democratic participation. We started from a favourable context as a
given in industrial welfare states, although this is more and more doubtful in the
light of climate change and increased pressure on the democratic character of
several European countries. Societies and life patterns are becoming ever more
complex, requiring more sophisticated instruments in their study. Hence, future
research should invest in a better understanding of the impact of the (changing)
societal, political and environmental contexts on accomplishing adequate social
participation (cf. chapter 1). Moreover, since RBs reveal the goods and services
that people minimally need, we can study the ecological footprint of such a
minimally acceptable living standard, or vice versa, the minimum cost of an
environmentally friendly living standard. This might pave the way for new and
innovative research on how to fight poverty while respecting planetary boundaries,
in other words on how to reconcile ecological and social policies (see e.g. Gough
2017).

Policy implications

With this thesis, | aimed to show how RBs constitute a useful benchmark to inform
the policy debate, and to provide policy makers with ammunition for evidence-
based policies. As explained earlier, the particular aim was to demonstrate how
cross-nationally comparable RBs are a useful EU policy tool in contextualising
the existing social indicators on the one hand (see chapter 7), and in developing
new social indicators on the other (see chapters 3-6 and 8). By combining RBs
with hypothetical household simulations and representative income data, (steps
towards) new social indicators were proposed in addition to the current EU policy
tool-box. Though we acknowledge their limitations, these RB-based indicators
proved to be suitable for measuring the affordability of essential goods and

services, for monitoring the adequacy of minimum income support, for evaluating
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cash and in-kind social policy measures, for assessing the generosity of welfare
states towards families with children, for constructing needs-based equivalence
scales and for contributing to the measurement of income-related food insecurity

and poverty within and across European member states.

At European level, investing in RB-research could contribute to a shared
comparative social policy analysis and strengthen the coordination of common
social policy objectives (cf. Vandenbroucke 2017). In contrast to the indicators in
general use, RBs give a clear normative interpretation of what constitutes an
adequate income in the different member states while taking the affordability of
essential (publicly provided or subsidised) goods and services into account. In
doing this, they respect the specific member states’ contexts while highlighting the
importance of upward convergence and solidarity. At the same time, the suggested
indicators have the advantage of evaluating the policy input of welfare state
packages (as discussed by Cantillon et al. 2017) and show the impact of their
design on income adequacy and poverty, thereby establishing a clear link with

policy outcomes (cf. Vandenbroucke 2017).

Based on the results discussed throughout this dissertation, three main policy
routes can be recommended that both independently and jointly contribute to
combating poverty and social exclusion in Europe: (1) policies that increase
income protection directly through the tax- and benefit system and wage
regulations, (2) policies that improve the accessibility of essential goods and
services, and (3) policies that strengthen individual competencies and labour

market participation.

First of all, as we have shown in chapters 4, 5 and 6, most EU member states
clearly need to increase the level of minimum income protection for their active-

age population. Especially social assistance and unemployment insurance for the
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non-working population are generally insufficient to allow for adequate social
participation. But the disposable household incomes of single minimum wage
earners are also far from adequate in several countries. RB research can support
the process towards a more binding minimum income benchmark at EU level.
They make what it means to live with an inadequate income very tangible, as it
highlights for instance not being able to fulfil essential needs or being forced to
make demeaning choices. In chapter 4, it becomes clear that European citizens
living on minimum income protection are sometimes not even able to access basic
physical needs such as healthy food in accordance with the national dietary
guidelines and housing, especially in Southern and Eastern EU countries. We have
shown how this is an important risk factor that drives food insecurity across
Europe. For policymakers this provides a stronger incentive to raise income
adequacy, as it shows that income constraints lead to inevitable cuts in household
expenditures related to health, education and social contacts, thus revealing the
failure to protect basic human rights and the negative impact on society as a whole.
With respect to the European coordination of social policy, RBs can also help to
identify priorities. Looking at the relationship between RBs and median incomes,
it is clear that in poor countries such as Bulgaria and Romania, policies aiming
towards social inclusion are constrained by a generally low living standard within
the population. In these countries, RBs can reveal which goods and services
demand a particularly large share of the total budget and how policies can improve
their affordability and accessibility (see below), or they can help to set

intermediate targets on the road to adequate social participation.

Secondly, this dissertation has shown how the adequacy of incomes can also be
partially improved by policy interventions aimed at enhancing access to essential
goods and services. As we have learned from chapters 5 and 6, providing or

subsidising goods and services such as housing, health care, education and public
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transport, has a large impact on the out-of-pocket costs that households face to
fulfil their needs (among other advantages see e.g. Gough 2019). Hence, at EU
policy level, RBs can be used to take a holistic approach to policy packages that
are adjusted to the member states’ contexts and allow for cross-national learning.
For instance, with respect to family policies, the case of Finland has taught us that
high levels of child cash benefit packages, combined with an affordable education
and health care system, ensures the fulfilment of the essential needs of low-wage
single-earner families with children. Even if cash benefit levels cannot be
sufficiently increased in a specific context, living standards can be improved by
means of in-kind support. Policymakers can also specifically target vulnerable
groups to improve their access to services, for instance through means-tested cost
reductions. Our case study of Belgium has shown that these cost-compensation
measures can positively affect the adequacy of income protection, especially if the
affordability of housing is improved substantially (e.g. through social housing).
However, publicly provided services and cost-reducing policy measures are not
always available or accessible to everyone in need, due to economic, institutional,
cultural and psychological barriers (e.g. Bonoli et al. 2017; Eurofound 2017).
Hence, for in-kind benefits to have a positive impact, policymakers should invest
in their overall accessibility (cf. Gough 2019) in tandem with labour market
policies and adequate social protection levels (cf. Vandenbroucke and Vleminckx
2011). As has been stressed in chapters 3 and 4, enhancing the affordability of one
specific good or service through for instance fair water tariffs or food banks, can
improve access for vulnerable groups but does not solve the structural problem of
income adequacy and the affordability of other essentials such as housing. These
specific — e.g. food and water — policies should be embedded in a broader set of
cash and in-kind policies aimed at realising the right to adequate social

participation with respect for people’s freedom of choice.
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Third, in this dissertation, we highlighted the fact that the adequacy of incomes
also largely depends on households’ circumstances (see Sen 1983). Hence, in
order to assess a minimum income level, RBs have been essentially developed for
specific household types with well-defined characteristics. However, we know
from citizens’ opinions from the focus group discussions used for the development
of Belgian and comparative RBs, but also from other studies (e.g. Mullainathan
and Shafir 2013; Hernandez-Quevedo et al. 2006; Hargittai 2010), that the basic
premises of being able-bodied, in good health and well-informed, have a clear
socioeconomic gradient. Hence, policies that aim to improve human capital and
skills and competences (e.g. budget counselling, digital literacy, cooking healthy
diets, economic use of water and energy), and to inform people about their social
rights, can add to the adequacy of living standards for people with limited incomes.
Although these policy efforts are not immediately reflected in the constructed
indicators in this thesis, their effect becomes clear when adjusting RBs to real-life
situations for support at the local level (see Storms 2020). Social workers can use
these instruments to foster social participation, reduce out-of-pocket costs and
enhance the labour market integration of vulnerable groups. However, the impact
of these measures will always be limited in the context of the largely insufficient

income levels that some people face.

In summary, the fight against poverty and social exclusion requires a wide and
comprehensive set of policy measures at all levels, implemented through a fair and
redistributive tax and benefit system, through education and employment policies
for the lower-skilled, and through accessible essential goods and services. The
most recent EU policy and legal framework to monitor social policy and secure
adequate incomes in the various member states is the European Pillar of Social
Rights. The Pillar includes a right to adequate minimum income protection, linked
to active labour market inclusion and access to affordable essential goods and
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services (see Commission 2017). To avoid this remaining a hollow phrase,
policymakers need strong indicators to monitor and safeguard its implementation.
In addition to the current portfolio at EU-level, further investments in policy
indicators based on RBs can contribute to this end. Ideally, these indicators could
support local, national and European policymakers to test ex-ante and ex-post
policy intentions in the light of adequate social participation. Because RBs by their
very nature are evidence-based, transparent and concrete, and include citizens’
voices, the proposed method has the potential to become a widely accepted and
participative instrument of consensus-building regarding what constitutes a decent
living standard across the different EU member states. This could, in turn,
contribute to a shared view on issues of solidarity and social justice across Europe
and foster a more binding EU social policy framework on social rights and

adequate incomes.
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NEDERLANDSTALIGE SAMENVATTING

Inleiding en doelstelling

Armoede en sociale uitsluiting blijven hardnekkige problemen in Europese
welvaarstaten. In de meeste lidstaten zijn de sociale bescherming en lage lonen
dan ook structureel ontoereikend voor mensen aan de onderkant van de
inkomensverdeling (Cantillon et al. 2019). Dit betekent dat een aanzienlijk deel
van de actieve bevolking onvoldoende financiéle middelen heeft om hun essentiéle
behoeften te vervullen. Nochtans is het recht op een menswaardig bestaan en een
adequate  levensstandaard  verankerd in  universele en  Europese

mensenrechtenverdragen. De uitdaging voor het beleid zijn dus niet verminderd.

Deze doctoraatsthesis tracht een bijdrage te leveren aan de beschouwing, meting
en evaluatie van armoede en adequaat sociaal beleid in Europese welvaartstaten.
Wat verstaan we onder een adequate (m.a.w. menswaardige) levensstandaard?
Hoe meten we dit en hoe kunnen we vergelijken tussen verschillende Europese
landen? Hiervoor is er nood aan robuuste, betrouwbare, cross-nationaal
vergelijkbare indicatoren die effectief reageren op beleidsveranderingen en die
praktisch uitvoerbaar zijn (Atkinson et al. 2002). In Europa nam de sociale
indicatorenbeweging een hoge vlucht sinds de jaren negentig. Met het verdrag van
Lissabon en de Open Codrdinatiemethode (OMC) werd een gemeenschappelijke
set van niet-bindende sociale indicatoren opgesteld om sociale rechten en
integratie binnen de Unie te bevorderen (Atkinson et al. 2002). Deze thesis vertrekt
vanuit het argument dat de bestaande vergelijkbare sociale indicatoren op twee
vlakken tekortschieten. Ten eerste ontbreken ze vaak een empirische en
normatieve onderbouwing van wat een adequate levensstandaard betekent in

verschillende sociale contexten (zie bv. Goedemé & Rottiers 2011; Sen 1983,
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1985; Van den Bosch 2001). Ten tweede kijken traditionele sociale indicatoren
voornamelijk naar cash inkomen en houden ze onvoldoende rekening met de
impact van door de overheid gesubsidieerde of voorziene goederen en diensten
(zie bv. Aaberge et al. 2017; Verbist & Matsaganis 2014; Verbist 2017).

Met dit proefschrift wordt gestreefd naar het opvullen van deze leemtes. Hiervoor
wordt gebruik gemaakt van referentiebudgetten (RB), dit zijn geprijsde korven van
goederen en diensten die een bepaalde levensstandaard weerspiegelen (Bradshaw
1993; Storms et al. 2014). Ik bouw specifiek verder op bestaand onderzoek naar
cross-nationaal vergelijkbare RB die weerspiegelen wat specifieke huishoudens
minimaal nodig hebben om volwaardig te participeren in de maatschappij. De
vergelijkbare RB zijn het resultaat van een gemeenschappelijke inspanning in twee
eerdere Europese projecten (Goedemé et al. 2015a, 205b) gebaseerd op de
Belgische methode van Bérénice Storms en collega’s (Storms & Van den Bosch
2009, Storms 2012). Door deze unieke data van noodzakelijke uitgaven te
combineren met gegevens van beschikbare huishoudinkomens, beoogt deze thesis
meer inzicht te krijgen in de impact van betaalbare (publieke) goederen en diensten
op de adequaatheid van inkomens en armoede vanuit een vergelijkend Europees
perspectief. Betaalbaarheid wordt gedefinieerd als “het vermogen van
huishoudens om zich een bepaald goed of dienst te veroorloven zonder in te boeten
op de consumptie van andere essentiéle goederen en diensten”. Een adequaat
inkomen definiéren we hier als de financiéle middelen die minimaal noodzakelijk
zijn voor adequate sociale participatie. Onder adequate sociale participatie
verstaan we “het kunnen realiseren van de sociale rollen die iemand als lid van de
samenleving moet kunnen vervullen”, bijvoorbeeld als kind, als burger, als lid van

een vereniging, enzovoort (zie Storms 2012).
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De doctoraatsthesis bundelt acht hoofdstukken, waarvan de meesten al eerder zijn
verschenen in de vorm van wetenschappelijke artikels en boekhoofdstukken. Het
eerste deel van de thesis bestaat uit twee hoofdstukken die het theoretische en
methodologische kader verder uitwerken. In het tweede deel worden RB
gecombineerd met microsimulaties van belastingen en uitkeringen voor
hypothetische huishoudens (HHoT-Euromod) enerzijds en met representatieve
inkomensgegevens (EU-SILC) anderzijds. Op deze manier worden sociale
indicatoren onderbouwd en ontwikkeld die bijdragen aan het begrijpen en meten
van (1) betaalbaarheidsproblemen (hoofdstuk 3 en 4), (2) de adequaatheid van
inkomensbescherming en sociaal beleid (hoofdstuk 5 en 6) en (3) armoede
(hoofdstuk 7 en 8). Deze indicatoren maken het mogelijk om welvaartsstaten te
evalueren en vergelijken, rekening houdend met zowel inkomensverhogende als

kostenverlagende beleidsinterventies.

Wat vooraf ging: de weg naar vergelijkbare referentiebudgetten in Europa

Referentiebudgetten (RB) zijn een wijdverspreide onderzoekstraditie en een
gevestigde waarde in het onderzoek naar minimaal aanvaardbare levenspatronen,
bestaansnormen en armoedemaatstaven (Storms et al. 2014). In Belgié worden ze
sinds 2008 door Bérénice Storms et al. (Storms & Van den Bosch 2009, Storms
2012) ontwikkeld om te bepalen wat gezinnen minimaal nodig hebben om deel te
nemen en bij te dragen aan de maatschappij. Vanuit een normatief theoretisch
kader worden universele en intermediaire behoeften of korven geidentificeerd:
adequate huisvesting, voeding, kleding, gezondheidszorg, persoonlijke
verzorging, het onderhouden van sociale relaties, een veilige kindertijd, rust en
ontspanning, mobiliteit en veiligheid. Aan de hand van verschillende
informatiebronnen zoals (inter)nationale richtlijnen, wetenschappelijke kennis en

focusgroepen worden deze korven uitgewerkt tot lijsten van geprijsde goederen en
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diensten. Het prijzen gebeurt jaarlijks opnieuw door middel van een eigen
prijsonderzoek bij toegankelijke winkels. Om de vijf jaar worden de budgetten
volledig gelipdatet zodat ze de veranderende sociale normen in de samenleving
accuraat blijven weerspiegelen. De laatste volledige update vond plaats in 2018.7
In deze thesis worden deze data gebruikt voor empirische illustraties in de
Belgische case studies in hoofdstukken 3 en 5.

Hoewel de meeste Europese landen ervaring hebben met het ontwikkelen van RB,
zijn de budgetten meestal niet vergelijkbaar, omdat ze een verschillende
levensstandaard beogen en gebruik maken van een brede waaier aan methoden
(voor een overzicht zie Storms et al. 2014). Gebaseerd op de Belgische methode,
werden in twee Europese projecten eerste stappen gezet voor de ontwikkeling van
cross-nationaal vergelijkbare RB in Europa. De projecten werden gefinancierd
door de Europese Commissie en gecodrdineerd door het Centrum voor Sociaal
Beleid Herman Deleeck onder leiding van Bérénice Storms, Tim Goedemé en
Karel Van den Bosch. In het ImPRovE-project (2012-2016) hebben we in
samenwerking met vele internationale partners, voor het eerst vergelijkbare RB
ontwikkeld voor vier typegezinnen in zes grote Europese steden (Antwerpen,
Athene, Barcelona, Boedapest, Helsinki en Milaan - Luxemburg sloot later aan als
zevende stad) (Goedemé et al. 2015b). Vervolgens, in het kader van een Europees
pilootproject (2013-2015), werd een common method ontwikkeld en werkten
nationale teams vergelijkbare voedingskorven uit in 26 Europese hoofdsteden
(Goedemeé et al. 2015a).

5 Het prijzen en updaten van de referentiebudgetten gebeurt door het centrum voor budgetadvies
en —onderzoek (CEBUD, Thomas More-hogeschool). Voor meer info zie www.cebud.be.
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Deel 1: theoretische en methodologische valorisatie

RB zijn van nature en noodzakelijkerwijs het resultaat van teamwork. Ik heb in
bovengenoemde EU projecten kunnen bijdragen aan de ontwikkeling van
vergelijkbare RB in Europa, zowel op het gebied van codérdinatie als
gegevensverzameling en uitwerking. Dit proefschrift bouwde grotendeels verder
op deze gemeenschappelijke inspanning en onderzocht verdere ontwikkelingen en
toepassingen. Ondanks de vele uitdagingen, zijn er belangrijke stappen gezet voor
het versterken van de theoretische en methodologische grondslag van een
vergelijkbare maatstaaf in Europa die weergeeft wat een menswaardig inkomen
betekent in de verschillende lidstaten (zie Goedemé et al. 2015a, 2015¢ voor een

discussie).

Geinspireerd door de Belgische methode (Storms 2012) werd vertrokken van een
theoretisch kader over menselijke behoeften voor maatschappelijke participatie
(cf. Doyal & Gough 1991). In de twee EU projecten die in dit proefschrift verder
worden uitgebouwd, hebben we dit theoretisch kader versterkt en gevalideerd (cf.
hoofdstuk 1). Eerst werd de lijst van behoeften en sociale rollen afgetoetst aan
formele sociale verwachtingen op basis van (inter)nationale richtlijnen en
wettelijke overeenkomsten. VVervolgens werden in elke deelnemende lidstaat drie
focusgroepen georganiseerd waar burgers met verschillende socio-economische
achtergronden werden geraadpleegd over de heersende informele sociale
verwachtingen. Op basis hiervan concluderen we in hoofdstuk 1 dat er tot op
zekere hoogte een gedeeld begrip bestaat van wat het betekent om adequaat te
participeren in de samenleving en welke behoeften en sociale rollen hiervoor

minimaal moeten worden vervuld in de verschillende lidstaten.

Voor een concrete vertaling van deze behoeften in geprijsde korven van goederen

en diensten voor elk land, werd een gemeenschappelijke methode ontwikkeld
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(beschreven in Goedemé et al. 2015a, 2015c¢ en beknopter in hoofdstuk 2 van dit
proefschrift). Deze methode berust op een breed scala aan informatiebronnen zoals
formele richtlijnen, wetenschappelijke kennis, survey data en focusgroepen.
Zowel in de Europese projecten als in dit proefschrift zijn stappen gezet om de
substantiéle of inhoudelijke vergelijkbaarheid te maximaliseren, met andere
woorden om een vergelijkbaar niveau van maatschappelijke participatie te
weerspiegelen in de verschillende landen (zie Goedemé et al. 2015a). Om
willekeurige verschillen tussen landen te vermijden, werd een gecodrdineerde,
stapsgewijze en geharmoniseerde aanpak gevolgd. Een belangrijk instrument
hierbij waren de welomschreven typegezinnen met specifieke kenmerken en
duidelijke vooronderstellingen. De focus lag op huishoudens bestaande uit
alleenstaanden of koppels op actieve leeftijd zonder of met één of twee kinderen
tussen 6 en 18 jaar. De gezinsleden worden verondersteld om autonoom, goed
geinformeerd en in goede gezondheid te zijn, zonder handicap of langdurige
ziekte. Ze leven in grote steden met toegang tot openbare diensten en hebben de

nodige competenties om rond te komen met een beperkt budget.

Deel 2: het gebruik van referentiebudgetten voor de ontwikkeling van sociale

indicatoren

In het tweede deel van deze doctoraatsthesis heb ik aangetoond hoe RB kunnen
worden gebruikt voor het contextualiseren en ontwikkelen van sociale indicatoren.
Door het vergelijken van de noodzakelijke uitgaven van gezinnen met hun
beschikbaar inkomen en met de beleidsintenties in een selectie van Europese
landen, draagt het proefschrift bij aan de meting van betaalbaarheidsrisico’s,
inkomensadequaatheid en armoede. Een belangrijke meerwaarde is dat deze
indicatoren rekening houden met de beschikbaarheid en betaalbaarheid van

(publiek gesubsidieerde of voorziene) goederen en diensten. Uit de resultaten van
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de verschillende hoofdstukken kunnen de volgende belangrijke lessen worden
getrokken.

Ten eerste, in hoofdstukken 3 en 4 tonen we dat RB nuttige hulpmiddelen zijn
voor het meten van betaalbaarheidsproblemen. Traditionele
betaalbaarheidsindicatoren zijn vaak gebaseerd op de werkelijke uitgaven van
huishoudens, waardoor ze worden beinvloed door individuele voorkeuren en
budgettaire beperkingen. Door het vergelijken van beschikbare huishoudinkomens
met de minimaal noodzakelijke kosten die huishoudens moeten maken, treden
nieuwe risicogroepen op de voorgrond. Dit zijn vaak zeer kwetsbare groepen aan
de onderkant van de inkomensverdeling, zoals werkarme gezinnen, grote
gezinnen, alleenstaande ouders en huurders. In hoofdstuk 3 identificeren we op
basis van onze werkelijke behoeften indicator 10% van de VIaamse bevolking met
waterbetaalbaarheidsproblemen die meestal onder de radar blijven wanneer er
wordt gefocust op reéle uitgaven, omdat ze minder water verbruiken dan wat
minimaal noodzakelijk is. In hoofdstuk 4 bestuderen we de betaalbaarheid van
gezonde voeding en het fenomeen van voedselonzekerheid op basis van de
Europees vergelijkbare voedingskorven die weergeven wat gezinnen minimaal
nodig hebben om te eten volgens de nationale voedingsrichtlijnen. In Europa
wordt voor het meten van voedselonzekerheid vaak de materiéle deprivatie
indicator gebruikt waar één dimensie zich richt op de vraag of “personen zich om
de twee dagen een maaltijd met vlees, vis of vegetarisch equivalent kunnen
veroorloven”. Opnieuw identificeert onze RB-indicator een significant deel van
de bevolking in Europa dat, na het betalen van huisvestingskosten, onvoldoende
financiéle middelen heeft om gezonde voeding te bekostigen maar toch onder de
radar blijft met de veelgebruikte deprivatie indicator. We tonen aan dat
voedselonzekerheid vanwege een beperkt inkomen vooral een probleem is in

armere lidstaten, zoals Bulgarije, Roemenié en Griekenland. Maar wanneer we

335



rekening houden met de kost van andere essentiéle goederen en diensten,
ondervinden we dat in 16 van de 24 Europese welvaarstaten, waaronder enkele
rijkere lidstaten, minstens 10% in stedelijke gebieden over onvoldoende inkomen
beschikt om toegang te krijgen tot een gezond voedingspatroon. Op deze manier
plaatsen  we ontoereikende inkomens opnieuw centraal in de

betaalbaarheidsproblematiek.

Ten tweede tonen RB in combinatie met microsimulatie technieken in
hoofdstukken 4, 5 en 6 op een zeer tastbare en concrete manier dat de
minimuminkomensbescherming (i.e. het gesimuleerde netto beschikbaar inkomen
uit een leefloon of minimum werkloosheidsuitkering, rekening houdend met alle
gezinstoelagen, kinderbijslagen en belastingvoordelen) in de meeste Europese
welvaartstaten onvoldoende is om volwaardig te kunnen deelnemen aan de
samenleving (zie ook Marchal 2017). In Oost en Zuid Europa is een leefloon vaak
al ontoereikend voor gezinnen om een woning te huren en op een gezonde manier
te eten, laat staan om in andere behoeften te voorzien. Maar ook in rijkere lidstaten,
zoals Frankrijk, Belgié en Zweden, laten minimuminkomens in de meeste situaties
niet toe om tegemoet te komen aan de minimale behoeften voor maatschappelijke
participatie. Bovendien is ook een voltijds minimumloon (of een gelijkwaardig
laag loon) voor eenverdienersgezinnen onvoldoende om te kunnen deelnemen aan
de meeste Europese samenlevingen. In hoofdstuk 6 tonen we in een vergelijkende
studie van zes Europese welvaartstaten dat daarenboven de kinderbijslagpakketten
in vijf van de zes steden ontoereikend zijn om de directe kosten van kinderen te
compenseren. Hoewel deze welvaarstaten vaak harder werken aan de onderkant
van de inkomensverdeling, garanderen ze (behalve in Helsinki) geen adequate
levensstandaard voor eenoudergezinnen met kinderen die hun woning huren op de

private huisvestingsmarkt.
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Ten derde, hoofdstuk 7 toont aan dat cross-nationaal vergelijkbare RB uitermate
geschikt zijn om de huidige sociale indicatoren te contextualiseren, m.a.w.
inhoudelijk betekenis te geven. De armoederisicodrempel (AROP), vastgesteld op
60% van het mediane equivalente beschikbare gezinsinkomen, is de meest
gebruikte indicator voor de meting van armoede en inkomensadequaatheid in
Europa (bv. Atkinson et al. 2017; Cantillon & Vandenbroucke 2014). Deze
relatieve armoedegrens is procedureel vergelijkbaar, maar we weten niet in
hoeverre 60% van het mediane inkomen overeenkomt met een aanvaardbare en
adequate levensstandaard in de verschillende lidstaten. RB zijn een zeer nuttig
hulpmiddel om de concrete koopkracht van een inkomen op en rond de
armoedelijn weer te geven. In hoofdstuk 7 komen we tot het besluit dat de AROP
zeker niet overal in Europa dezelfde levensstandaard vertegenwoordigt. In armere
Europese landen, zoals Roemenié en Bulgarije, kunnen mensen met een inkomen
ter hoogte van de armoedegrens niet voorzien in hun elementaire fysieke
behoeften zoals voedsel, kleding en onderdak. Aan de andere kant lijkt de
armoedegrens in rijkere lidstaten, zoals Finland en Belgié, vrij accuraat te

weerspiegelen wat nodig is om adequaat te participeren in de samenleving.

Ten vierde laat hoofdstuk 8 zien dat het mogelijk is om RB, mits aanpassingen, te
gebruiken voor het doel van armoedemeting. Door het gebruik van deze
ontwikkelde RB-indicator verandert het profiel van mensen in armoede. We zien
dat het armoederisico toeneemt voor kinderen en huurders op de private
huisvestingsmarkt ten opzichte van de traditionele armoederisicocijfers. Om
inkomens te vergelijken tussen huishoudens met verschillende composities, maakt
de AROP-indicator gebruik van de gewijzigde OESO equivalentieschaal. Deze
OESO-schaal houdt echter geen rekening met cross-nationale verschillen in de
kosten en schaalvoordelen waarmee huishoudens worden geconfronteerd. In

hoofdstukken 7 en 8, illustreren we het effect van de huisvestingssituatie op
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schaalvoordelen en suggereren we dat de gewijzigde OESO-schaal de kosten van
kinderen onderschat. Dit kan een Dbelangrijke invioed hebben op

armoedemetingen.

Een laatste en belangrijke les die naar voor komt uit hoofdstukken 3 tot 8, is dat
de adequaatheid van inkomens niet kan worden losgekoppeld van de
toegankelijkheid en betaalbaarheid van essentiéle goederen en diensten. Deze
doctoraatsstudie streefde naar een beter inzicht in de impact van publieke goederen
en diensten op de adequaatheid van de levensstandaard in Europese
welvaartstaten. Omdat RB de minimale kosten weergeven die specifieke
huishoudens moeten maken om toegang te krijgen tot goederen en diensten,
konden we aantonen dat het subsidiéren of verminderen van deze kosten een
positieve impact heeft op de levensstandaard van huishoudens. In Finland
bijvoorbeeld wordt een relatief genereuze subsidiéring van onderwijs en
gezondheidszorg gecombineerd met een hoog niveau van sociale
zekerheidsbescherming, waardoor de adequaatheid van de levensstandaard voor
gezinnen met kinderen toeneemt. In de hoofdstukken 5, 6 en 8 tonen de resultaten
dat een verlaging van de huisvestingskosten door middel van subsidies, eigendom
of sociale huur, een positief effect heeft op de adequaatheid van inkomens en dus
inkomensarmoede kan verminderen. Bovendien worden er in verschillende
Europese welvaartstaten allerlei selectieve sociale tarieven en subsidies uitgekeerd
aan kwetsbare huishoudens zoals huursubsidies en voordeeltarieven voor energie,
openbaar vervoer en gezondheidszorgen (zie Immervoll 2012; Frazer & Marlier
2016). Met de casestudy van Belgié in hoofdstuk 5 illustreren we dat deze
kostencompensaties weliswaar de adequaatheid van inkomens kunnen verbeteren,
maar dat ze tegelijk problemen met zich meebrengen van fragmentatie en non-
take-up terwijl ze meestal onvoldoende zijn om de lage uitkeringen te
compenseren. Daarbij zijn deze voordeeltarieven vaak gekoppeld aan de bijstand,
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waardoor ze mensen actief op de arbeidsmarkt of met een sociale

zekerheidsuitkering uitsluiten.

We besluiten dat RB, ondanks hun beperkingen, in ten minste drie opzichten nuttig
zijn voor de evaluatie van de adequaatheid van sociaal beleid en armoedemeting:
ze kunnen door hun concrete normatieve betekenis tekortkomingen van huidige
indicatoren aan het licht brengen en deze complementeren, ze brengen andere —
veelal kwetsbare — risicogroepen naar voor en ze laten zien dat (variatie in) de
adequaatheid van de welvaartstaat zowel wordt gedreven door
inkomensbescherming als door de toegankelijkheid en betaalbaarheid van
goederen en diensten.

Uitdagingen en beperkingen

Anderzijds benadrukt deze thesis ook de uitdagingen die gepaard gaan met het
ontwikkelen van vergelijkbare RB in Europa. Op basis van de gemeenschappelijke
criteria voor het ontwikkelen van kwaliteitsvolle indicatoren geformuleerd door
Atkinson et al. (2002) identificeren we drie belangrijke beperkingen: (1) de
robuustheid, (2) de representativiteit en (3) de praktische uitvoerbaarheid. Ten
eerste, de problemen met de robuustheid vloeien voort uit de aard van het begrip
maatschappelijke participatie dat niet exact te definiéren valt. Er moeten vele
concrete en gedetailleerde keuzes worden gemaakt, waardoor de hoogte van de
budgetten tot op zekere hoogte illustratief blijft. De grootste oorzaak voor de
beperkte robuustheid is echter het gebrek aan vergelijkbare representatieve data
over sociale verwachtingen, aankooppatronen en over de toegankelijkheid, de

levensduur en de prijzen van essentiéle goederen en diensten in Europa.

Ten tweede, RB worden noodzakelijkerwijs ontwikkeld wvoor specifieke

typegezinnen. Zoals gezegd, verbeteren deze welomschreven hypothetische
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situaties de substantiéle vergelijkbaarheid. De keerzijde is dat het geringe aantal
typegezinnen niet als representatief kan worden beschouwd voor de gehele
bevolking. Bovendien verschilt de representativiteit van de kenmerken sterk
tussen landen (zie ook hoofdstuk 2, Goedemé et al. 2015a) en worden regionale
verschillen verwaarloosd. In deze thesis en voorgaande projecten, benadrukken
we meermaals dat de ‘ideale omstandigheden’ waarin de typegezinnen verkeren
op het vlak van gezondheid, zelfredzaamheid, informatie, vaardigheden en
maatschappelijke context, sterk kunnen afwijken van de werkelijkheid. We
hebben dit proberen blootleggen aan de hand van focusgroep discussies, literatuur
en survey data. Hieruit werd duidelijk dat in het bijzonder kwetsbare groepen met
een laag inkomen vaak benadeeld zijn op het vlak van gezondheid en competenties
en te maken krijgen met verschillende economische, sociaal-culturele, ruimtelijke
en cognitieve barriéres in de samenleving (zie ook bv. Mullainathan & Shafir
2013; Hernandez-Quevedo et al. 2006; Hargittai 2010 ; Eurofound 2017). Het niet
in rekening brengen van deze extra drempels voor gezinnen met een laag inkomen
kan leiden tot een onderschatting van de werkelijke middelen die huishoudens

nodig hebben, en dus ook tot een vertekening van de armoederesultaten.

Ten slotte moet een goede indicator gemakkelijk te implementeren zijn en verder
bouwen op beschikbare gegevens. Tot dusver zijn cross-nationaal vergelijkbare
RB slechts beschikbaar op één punt in de tijd voor een beperkt aantal typegezinnen
in 7 grote Europese steden. Als we in de toekomst vergelijkbare RB verder willen
ontwikkelen en gebruiken als sociale indicatoren in Europa, zijn er grondige
herzieningen en nieuwe dataverzamelingen nodig. Dit is een tijdrovend en
intensief proces dat systematische codrdinatie en voldoende financiéle
ondersteuning vereist, maar ook een sterk Europees netwerk van deskundigen,
gemotiveerde en competente nationale teams en een grote verscheidenheid aan

kwaliteitsvolle data (zie ook Goedeme et al. 2015a).
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Beleidsaanbevelingen

RB vormen een nuttig instrument voor Europese beleidsmakers, zeker wanneer ze
worden geconstrueerd op cross-nationaal vergelijkbare wijze. De voorgestelde
RB-indicatoren hebben het voordeel dat ze beleidspakketten van welvaartsstaten
in hun geheel evalueren (zoals besproken door Cantillon et al. 2017) alsook de
impact op inkomensadequaatheid en armoede, waardoor een duidelijk verband
wordt gelegd tussen beleidsinput en -output (zie Vandenbroucke 2017).
Bovendien houden ze rekening met de specifieke context van elke lidstaat terwijl
ze tegelijk het belang benadrukken van opwaartse convergentie en solidariteit. Op
basis van de resultaten van dit proefschrift, kunnen drie beleidstrajecten worden
aanbevolen die kunnen bijdragen aan de bestrijding van armoede en sociale
uitsluiting in Europa: (1) beleid dat de inkomensbescherming rechtstreeks
verbetert via het belasting- en uitkeringsstelsel en loonregulering, (2) beleid dat
inzet op de toegankelijkheid van essentiéle goederen en diensten, en (3) beleid dat

individuele competenties versterkt.

Ten eerste, het is voor de meeste EU-lidstaten aangewezen om de
minimuminkomens voor de actieve bevolking op te trekken. RB kunnen een stap
zijn in de richting van een meer bindende Europese norm voor een adequate
inkomensbescherming. De empirische illustraties laten zien dat onvoldoende
gezinsinkomen onvermijdelijk leidt tot besparingen op het vlak van gezondheid,
onderwijs en sociale contacten. Wat de Europese codrdinatie van het sociaal beleid
betreft, kunnen RB ook helpen bij het bepalen van tussentijdse doelstellingen en
prioriteiten. In landen met een zeer laag welvaartsniveau, zoals Roemenié en
Bulgarije, kunnen ze laten zien welke goederen en diensten een grote hap uit het

gezinsbudget eisen. Beleidsmakers kunnen dan bijvoorbeeld inzetten op het
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verbeteren van de betaalbaarheid en de toegankelijkheid van deze goederen en
diensten (zie volgende alinea).

Ten tweede, dit proefschrift heeft laten zien hoe de levensstandaard ook kan
worden verbeterd door beleidsinterventies die inzetten op de toegankelijkheid en
betaalbaarheid van essentiéle goederen en diensten. Wat bijvoorbeeld het
gezinsbeleid betreft, heeft het geval van Finland ons geleerd dat een hoog niveau
van Kkinderbijslagen, in combinatie met betaalbare gezondheidszorg en
onderwijsdiensten, tegemoet komt aan de essentiéle behoeften van
eenverdienersgezinnen met kinderen. Beleidsmakers kunnen zich ook specifiek
richten op kwetsbare groepen om de toegang tot diensten te verbeteren,
bijvoorbeeld door middel van selectieve kostenverminderingen en sociale
tarieven. We zagen bijvoorbeeld dat inzetten op de betaalbaarheid van huisvesting
door middel van sociale huur effectief kan zijn omdat huurkosten vaak zwaar
wegen op het beschikbare gezinsbudget. Om ervoor te zorgen dat
overheidsvoorzieningen en sociale tarieven een positief effect hebben, moeten
beleidsmakers echter ook investeren in hun algemene toegankelijkheid (zie Gough
2019) in combinatie met het stimuleren van arbeidsmarktparticipatie en adequate
minimuminkomensbescherming (zie Vandenbroucke & Vleminckx 2011).

Ten derde hebben we in dit proefschrift benadrukt dat de adequaatheid van
inkomens ook deels afhankelijk is van — ongelijk verdeelde — individuele
omstandigheden (cf. Sen 1983). Beleid dat gericht is op het versterken van
menselijk kapitaal en competenties (bijvoorbeeld budgetbeheer, digitale
geletterdheid, gezond koken, spaarzaam energieverbruik), en het informeren van
mensen over hun sociale rechten, kan helpen om sociale participatie te bevorderen,
gezinsuitgaven te verminderen en integratie van kwetsbare groepen op de

arbeidsmarkt te verbeteren (zie Storms 2020). Het effect van deze maatregelen zal
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echter beperkt blijven in de context van een grotendeels ontoereikende

inkomensbescherming.

Samenvattend kunnen we zeggen dat de bestrijding van armoede en sociale
uitsluiting een brede waaier aan coherente beleidsmaatregelen op alle niveaus
vereist, aan de hand van een fair en sterk herverdelend sociale zekerheidsstelsel,
een effectief onderwijs- en werkgelegenheidsbeleid en toegankelijke en betaalbare
essentiéle goederen en diensten. Het meest recente Europese beleidskader om
adequaat sociaal beleid te monitoren en garanderen, is de Europese pijler van
sociale  rechten. De pijler omvat een recht op adequate
minimuminkomensbescherming, gekoppeld aan arbeidsmarktintegratie en
toegang tot betaalbare essentiéle goederen en diensten (zie Commissie 2017). Om
te voorkomen dat dit loze beloftes blijven, hebben beleidsmakers sterke
indicatoren nodig. Naast het huidige pallet van indicatoren op EU-niveau kunnen
verdere investeringen in beleidsindicatoren op basis van RB hiertoe bijdragen.
Idealiter kunnen deze indicatoren lokale, nationale en Europese beleidsmakers
ondersteunen bij het ex ante en ex post testen van beleidsmaatregelen in het licht
van adequate maatschappelijke participatie. RB zijn bovendien empirisch
onderbouwd, transparant en geven gehoor aan de mening van burgers. Dit geeft
hen potentieel om een breed aanvaard en participatief instrument te worden dat
ons dichter brengt bij een gedeelde visie over solidariteit, rechtvaardigheid en een

menswaardig bestaan in Europa.
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