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1. INTRODUCTION !

In recent decades, public policies in many OECDnties have focused on the challenge
of reducing child poverty. In Australia, in 198&tRrime Minister promised to “end the need
for child poverty” by 1990. In Canada, in 1989 theuse of Commons unanimously resolved
to "seek to achieve the goal of eliminating poveatgong Canadian children by the year
2000." In the United Kingdom, a target was setdduce the number of children living in
low-income households by one quarter by 2004-05 aentribution to a broader target of
halving child poverty by 2010 and eradicating it 2920. Among other EU countries, the
setting of targets for child poverty is explicit National Action Plan of Greece, while other
countries (e.g. Germany) have set targets in gtlateas (such as cutting by half the number
of youth without vocational qualifications by 201@) France, recent studies have expressed
concern about the extent of child poverty and psepodetailed reform strategies (CERC,
2004). In the 199 National Anti-Poverty Strategyhe Irish Government committed itself to
reduce the number of children in consistent poviertyelow 2% and, if possible, to end child
poverty completely by 2007. In New Zealand, the dapefor Children (June 2002) embodies
a commitment to eliminate child poverty as the Goweent’s top social priority.

1 This paper draws on the work of colleagues atQE€D, particularly Michael Férster, Herwig Immeryand Marco
Mira D’Ercole. The interpretations are our owndame are responsible for any errors. The viewgesged are not
those of the OECD or Member countries.
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The importance of developing policies to combatdcpioverty was also stressed at the
meeting of OECD Social Policy Ministers in ParisMarch 31-April 1, 2005. The Ministers
concluded:

“Social and family policies must help give childrend young people the best
possible start to their lives and help them to dtgweand achieve through
their childhood into adulthood. ... All institutio$ society and government
should consider the impact of their policies onlatan. ... Special effort
should be targeted on the families that are strumgpgto give their children
the resources, both financial and time, that the&ed It is necessary to
ensure that employment leads to an improved fidusdiuation for families,
that appropriate child care and educational supptavailable, and that
cash and other benefits are designed in such a thay they effectively
reduce child poverty.” (OECD, 2005)

Child poverty has many dimensions, but in this pape concentrate on the financial
aspects, and look at alternative or complementaayegies to increase the incomes of poor
families with children. While virtually all counes with policies to reduce child poverty have
developed broad strategies, encompassing, for deactpld development, social exclusion,
and early childhood education and care, the incdimeensions of child poverty remain a
central concern; indeed, in many countries, pulpléceptions of the effectiveness of
strategies are based on changes in the numberildfechin families with incomes below
defined poverty lines.

In seeking to reduce the number of children in fe®ibelow the poverty line (however
defined) a central issue is how much can be actlidw®ugh income redistribution through
the benefit and taxation systems (the benefitdegfya and how much can be achieved by
increasing the level of labour force participateomd the hours of work of poor parents (the
work strategy). Views differ about the respectioées of work and welfare, but a central
strand of opinion in recent years has been thaeasing work effort is of key importance in
reducing child poverty (Rector and Hederman, 2083)umber of Government documents,
however, while stressing the importance of paid legment, also indicate that adequate
social protection is an integral part of combatetgld poverty (Department of Work and
Pensions, 2004). From this perspective, the chgdlefior policy is not one of choosing
between the work strategy and the benefits stratagyfinding the optimum combination of
the two approaches.

The paper is structured as follows. The next sedfiscusses the data and methodology
used. This is followed by an analysis of the maaotdrs associated with child poverty,
including the role of household composition and itheact of paid work. Part Four of the
paper surveys the mix of policies for families INRECD countries and looks at the
effectiveness of the taxation and transfer syst@mseducing child poverty. Part Five
provides a discussion of possible policy respotségrther reduce child poverty.



2. DATA AND METHODS

Most international comparisons of poverty and iradiqy have been based on the
Luxembourg Income Study (LIS), a cooperative redegiroject with a membership that
includes 30 countries. The analysis of poverty hbmvever, is based on data collected as
part of the OECD Income Distribution Study. Becao$eoncerns about confidentiality, a
number of OECD countries are not members of LISapad, New Zealand, Portugal and
Turkey - but these countries provide data to th€€DEin addition, the OECD has access to
more up-to-date information on Australia, Denmank &rance.

The OECD data are collected through a standardtiqnesire, which uses common
assumptions and definitions to increase cross-cpuwamparability. The data are based on
the concept of equivalised disposable income oividdals (.e. the disposable income of
households, adjusted for household size) brokenndby gross income components and
presented for a variety of socio-demographic charestics. The data are provided to the
OECD as detailed cross-tabulations, and the OECE&s dmt have access to the original
microdata. Information is presented for variousakd®owns: age of individuals, age of the
household head (below and above 65), presence itdfrash (persons aged below 18),
presence of other adults, and work status of haldehembers.

In this paper, we use data on poverty rates foividdals, including children aged less
than 18 years, and for people in households witldrem. Households are classified by the
presence of children and the number of adults enhibusehold and their employment status,
giving five groups — one employed adult with chéldy one non-employed adult with
children, two or more adults with children and ndula employed, or with one adult
employed, or with two or more adults employed.

To account for scale economies in consumption, éfoaig income is "equivalised” using
the square root of household size. This is a cometuivalence scale used in many studies
using LIS. One limitation is that an additional Behold member has the same effect on
equivalent income, irrespective of whether the @eis an adult or a child.

Poverty is defined as living in a household withexjuivalised disposable income less
than 50% of the population median. We have no tireeasure of “poverty gaps” for
households with children, the income differencemMeen the actual income of a household
and a defined poverty line. This is a limitationaafr analysis, since for some purposes (e.g.

2 The Slovak Republic provides data to LIS but not @&CD; Iceland and Korea provide data to neither h&® the

OECD; LIS also includes data on some countriesaf@hot members of the OECD.

3 This means that we cannot identify lone parenilfasisharing households with other adults (thein@rown-up children,
their own parents or other unrelated persons).s;Tthis is a restrictive measure of lone parentheodn some countries
our estimates of the share of lone parents arerltvaa if we had a measure based on family comipasit
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assessing the impact of the taxation and trangi&emss on poverty), the poverty gap would
be the preferred basis for assessrient.

There are some significant differences betweendrl8 OECD results, despite the fact
that the poverty line used and the equivalenceescaite identical. For example, excluding
countries not represented in both data sets, ploNerty was higher in the 1980s using OECD
data, but lower in the 1990s and around 2000, byrat half a percentage point on average.
For some countries the difference is more than ®gmtage points (Australia, Austria,
Belgium, Denmark, Hungary and ltaly). Many survey® common to both LIS and the
OECD, but there are differences; in addition, thevey years are not all identical. It is not
possible to determine the full reasons for thefferénces, but they should be borne in mind
when assessing our results. Of course, there asthés general caveat applying to estimates
based on survey data; sample sizes range betweendatwo thousand and 50 thousand
households, and response rates between 30% andv@8®some countries basing income
data on population registers (Forster and Mira @k, 2005).

It is also important to note that the poverty lisea standard one used in international
comparisons, but may differ from those used in jgemountries, so that some results of our
analysis | differ significantly from national stedi. For example, using a 50% of median
income poverty line we estimate that around 22%Awoferican children were in poverty
around 2000. Using the official US poverty lineijldlpoverty was much lower — around 16%
(Rector and Hederman, 2003). This is because fimabfUS poverty line is below the 50%
standard. Moreover, because the estimated powenty is lower, the composition of the poor
population is also different, with child poverty reoconcentrated among families where no
adult is employed, compared to our findings. Intcast, using the widely quoted low income
cut-offs (LICOs) for Canada, child poverty is esabed at around 18%, compared to our
estimate of 13.6%, because the LICOs are abovedG%edian income; but as a result fewer
working families are classified as poor using dandard than if we had used the higher line.
Such disparities between national standards emg#h#tse importance of choosing a common
international measure, but it also points to thpanance of being conscious that results and
policy conclusions would differ if a different ajgach were used.

A further point to bear in mind is that our result$er to the period around 2000, and in a
number of countries there have been significanicpalevelopments likely to have affected
poverty estimates. These include, for example,em®es in tax credits for low income
families and reductions in joblessness in the Whikingdom, significant increases in
assistance for families in the United States, argjepted increases in in-work benefits in
New Zealand. The effects of these initiatives witlly be captured in future waves of the
OECD Study.

4 However, poverty gap measures are highly depermtettie reliability of data on low incomes, andréhare concerns in
some countries about reported incomes at this.level
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3. FAMILY AND CHILD POVERTY — TRENDS, RISKS AND COM POSITION

Poverty trends

Table 1 shows trends in poverty “before” and “dfteixes and transfers in the 1980s,
the 1990s and 2000. Over the longer term, povdter éaxes and transfers has fallen in
Australia, Canada, Denmark, Spain and the UnitedeSt and in Greece and Norway, but
only to a minor extent. Since the 1980s, there Hman large increases in child poverty in
Austria, West Germany, ltaly, Ireland, Japan, tleghierlands, New Zealand, and the United
Kingdom. Other countries show small increases.

Table 1about here

Across OECD countries as a whole, poverty befaxedaand transfers rose significantly
between the 1980s and the 1990s — with very largeases in this vulnerability to poverty
in Australia, Finland, Italy, New Zealand, Sweder dhe United Kingdom — but disposable
income poverty rose by much less. The rise in waloigty to poverty is likely to be
associated with increasing numbers of lone pagmtlies and higher joblessnesas well as
with widening wage inequalities in some countriesthe period between the mid-1990s and
2000, vulnerability to poverty has generally fallemery strongly in Ireland and Spain - but
disposable income poverty rose to a small extenawerage (although Austria and New
Zealand saw large increases), while disposablemecpoverty fell in Italy, Luxembourg, the
Netherlands, Norway, Spain, Sweden, Switzerland, Wmited Kingdom and the United
States.

Poverty and household composition — poverty risksl @omposition

Child poverty trends are thus quite diverse acoassitries — both by period and income
measure. Table 2 shows, however, that many coanst@re aspects of child poverty in
common. In nearly all countries the percentage holden in poverty is higher than the
percentage of households with children in povertyplying that poverty rates are higher
among larger families. Mexico, the United Stated @nrkey have the highest rates of child
poverty, which is also high in New Zealand, the tddiKingdom, Portugal and Italy. The
Nordic countries and Belgium have the lowest pgvetes.

Poverty rates vary significantly across househgfies, but the employment status of
parents is of crucial significance (Table 2). Irarke all countries poverty rates among non-
employed lone parents are at least twice as higlmamng those in paid work, and in some

5 Joblessness among families with children varieglyjdbeing 3% or less in Austria, Greece, Japarembourg, Mexico,
and Portugal, but more than 10% of households efitliren in Australia, Germany, Hungary, Poland] #re United
Kingdom, and close to 10% in the Netherlands and Kealand.
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countries by more than five to one. Poverty ratesray couples with children where neither
parent is employed, on average, are three timdsehitpan where one parent is employed,
and nearly ten times higher than where both pametemployed. Jobless families can have
poverty rates 40 times higher than families whexih Iparents are in paid employment.

Table 2about here

Another way of describing relative poverty riskstes compare the representation of
household types in the poor population with thepresentation in the general population. On
this basis, single parents are represented thresstas often in the poor population as in the
working-age population as a whole; jobless housihakre over-represented by a factor of
more than five to one, and jobless lone parentadne than six to one (Table 3).

A first conclusion therefore is that in most OECDuntries joblessness is strongly
associated with a higher risk of child poverty. kgvsaid this, employmemter seis not the
complete solution to child poverty. Working lonerguats have poverty rates exceeding 20%
in 12 countries, and poverty rates among singlerre couples are over 20% in five, and are
even substantial for two-earner families in Japaexico and Turkey.

Table 3about here

In fact, on average, only around one-third of ptammilies with children are jobless in
OECD countries, but this share ranges from undgret@ent in Greece, Japan, Luxembourg,
Mexico, Portugal and Turkey to more than 50 pert ¢enAustralia, the Czech Republic,
France, Germany, the Netherlands and Norway (TdhleOther countries with an above
average share of jobless poor households includenBe, Ireland, New Zealand, Poland and
the United Kingdom. Around half of all poor fanesi with children in OECD countries live
in single income families, but this share rangesf20 per cent in Australia to more than 70
per cent in Greece, Italy and Luxembourg. Onlyp20 cent of poor families with children
have both parents employed, on average; povertygriveo income families is negligible in
Germany and Norway, but accounts for nearly ha#lb€hild poverty in Japan.

Table 4about here

4, TAX AND BENEFIT POLICIES AND THEIR IMPACTS

Tax and benefit systems mainly redistribute incaaveards families either by providing
a minimum level of income for those without paid oyment, or by supplementing the
incomes of employed families with children. Otheovgrnment policies also affect
disposable incomes of the employed, notably thermim wage.



Assistance for families — levels and distribution

Families with children have always been an impdrtdient group for social policies in
OECD societies, but gross public spending on famitends to be low compared to other
types of social spending: on average, it accowntéeks than 2% of GDP — and for around
3% or more in Australia, Austria, Denmark, Finlarfétance, Luxemburg, Norway and
Sweden. Cash transfers represent the dominant ceenpof gross public spending (around
70%), although in-kind services represent more trahof these outlays in Finland, Iceland,
Japan, Korea, Mexico and the United States (but serall absolute amounts in the latter
four countries). In absolute levels, spending awmises is highest (exceeding 1% of GDP) in
Denmark, Finland, France, Iceland, Norway and Swede

However, an important component of family assistaimc some countries is delivered
through the tax system, and many countries coml@xe support with direct family
assistance. The addition of tax expenditures fonlfas significantly increases spending in
France, Germany, Belgium, the Czech and the SI&egublics, the Netherlands, the United
States and Japan (Adema and Ladaique, 2005). Asudt,rfor example, while gross public
spending on families is about one-third higher ienBhark than in France, net spending is
actually higher in France. In the case of the Whi&tates it has been estimated that tax
credits and exemptions are the largest single caemoof support for children. In addition
to spending and tax support that is earmarked e lfer families, assistance can also be
provided to low income families through other forneé income support, such as
unemployment benefits and social assistance.

Family cash benefits comprise a relatively smakirehof the disposable income of
working-age households — only around 2% on ave(@gdle 5), but as high as 4% in
Sweden and Luxembourg and 5% in Frahdeor the lowest decile, these benefits are
considerably more significant, exceeding 10% of detwld disposable income in eight
countries. On average the poorest 20% of the wgrge population receive around 30% of
family cash benefits, while the richest quintilee®e around 10%. The degree of targeting
of these benefits — measured either by the rattbebenefits received by the poorest quintile
to the benefits received by the richest quintiléypthe Gini coefficient for family transfers —
is highest in the United States, the United Kingddlaw Zealand and Australia, where the
poorest quintile receive between 40 and 60% of facash benefits (the Czech Republic,
Ireland and Hungary also have above average taggetiThe redistributive impact of
different systems, however, is a product both ofvhouch is spent as well as how it is
targeted; for example, while in France only arowmeé quarter of family cash benefits are
received by the poorest quintile compared to naarbythirds in the United States, measured
spending in France is about ten times higher thathé United States, so that in absolute

® The definition of family cash benefits in incomenseys may not be the same as in OECD expenditatistats and that
these figures do not include assistance for famitieough the tax system.
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terms (i.e. as a percentage of the total housetisidosable income of the working age
population), the amount received by the pooresmtdeiin France is more than four times
higher than in the United States.

Table 5about here

Overall, public transfers and tax advantages tosvdeimilies with children play a
significant role in reducing child poverty at a ipoin time (Table 6). On average, across 23
OECD countries, public transfers and taxes lift olirelative poverty around 40% of all
households with children whose market income iswehe poverty threshold. The extent of
this reduction ranges from around 70% or more éNlordic countries, Belgium, the Czech
Republic and France, around 60% in Australia anidrigbto being negligible in Italy and
Portugal, and the tax and benefit systems appsgramtitease child poverty in Japan and
Switzerland.

Table 6about here

Adequacy of benefits and other support for families

How adequate are benefits for people who are nqilagred and are receiving social
assistance? Table 7 shows the net incomes of &mmiéiceiving social assistance benefits
before and after taking account of housing benefiislone parents with two children and
couples with two children, expressed as a percentdgmedian disposable income. On
average, basic benefit entittements are aroundtlure-of median income in OECD
countries, both for lone parents and couples witlideen, so that on average, social
assistance benefits would have to be increasednbyhalf to reach the 50% poverty line.
However, in some countries benefits are alreadyelboe poverty line, while in others they
are practically non-existent.

Table 7about here

Lone parent social assistance recipients receiviai full benefit entittements will have
incomes at or above the poverty line in Austrafialgium and Japan, and will be very close
to the poverty line in the Czech Republic, Denmanki Poland. Benefit entitlements are a
long way from the poverty line in Spain, the Unit8thates, Hungary, Greece and Italy.
Housing benefits boost recipients closer to theepiyvline or above it in a considerable
number of countries, so long as they do not requoresiderable out-of-pocket spending on
housing’

! Interpretation of differences in benefit entitlerteeacross counties is complicated by the differel@ of housing benefits
(Bradshaw and Finch, 2002). There are no diredt basising benefits included in some countries —iBelgCanada,
the Czech Republic, Greece, ltaly, Japan, Polandu@arand Spain — while in Hungary and the Uniteate3 these
benefits have a minimal impact. Housing benefisssubstantial iustria, Finland, France, Germany, Ireland, Sweden,
Switzerland and the United Kingdom. Receipt of mogidenefits may require substantial out-of-poakgienditure on
rental housing, however, for example in Australia &lew Zealand, while in the United Kingdom housbemefits can
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Broadly similar results are found for couples wahildren, with Australia, the Czech
Republic and Poland having basic entittements altbge50% poverty line and Denmark,
Japan and New Zealand being close to this leveteiRe of housing benefits boosts a
considerable number of countries above the lind, Greece and lItaly have negligible
benefits and Spain and the United States providelees levels of assistance.

The fact that benefit entitlements are calculateteing above the poverty line in some
countries raises the obvious question of why ther@any child poverty among jobless
families in these countries (particularly Austrai@iere all measures of benefit entitlements
are above the poverty line). Among these countrig=gium has the lowest disposable
income poverty rates, but even there around 15-@bfbless families are estimated to be in
poverty (Table 6). There are a number of possilelamations; the first being that the
income surveys understate the incomes of bendipiemts, and a second that take-up is a
problem and not all benefit entitlements are attudhimed (see Mood Roman (2005) and
Hernanz et al., (2004)). Itis also likely thatimple comparison of benefit entitlements does
not capture all the criteria that individuals haweesatisfy to receive payments, including
obligations to look for work, the age of qualifyiebildren and asset limifsThis is a subject
requiring further research. Nevertheless, the safasclusion is that in these countries - and
others with benefits close to the poverty linee goverty gap is likely to be much less than
in countries with relatively low benefit levels.

5. POLICY DIRECTIONS — DOES WORK WORK?

Explaining differences in poverty levels

Why do some countries have very low levels of clpi@verty while others have much
higher levels? Belgium, Finland, Denmark and Sweldave below average levels of child
poverty “before taxes and transfers” and theiraag® benefit systems appear to reduce these
levels significantly, so that they end with veryldevels of child poverty after taxes and
transfers (below 5%). France and Australia have @ag benefit systems that are very
effective in reducing child poverty, but becauseythave high or very high levels of poverty
before redistribution, their levels of child powesfter taxes and transfers are higher than in
the first group of countries. Poland is able taueschild poverty more (in percentage points)

cover all rental expenditures. Indirect benefit®tigh reduced rents for tenants are also impoiiagdme countries, but
are not captured in this income measure. In faen & recipients of cash housing benefits haveay significant out-of-
pocket costs, their incomes as measured in sumaysstill be above the poverty line in a technaahse, but since we
do not have a measure of after-housing povertyaif not be correct to conclude that they are npoiverty.

8 A further factor is that the poverty lines havesherojected to 2003 values using the consumee pnidex, whereas
median incomes could have increased at a faster fatthe case of Belgium the original data refet995, so that the
projection methodology could lead to a wideninged@ence over time.
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than any other country, but because it starts wikkvel of poverty that is the highest in the
OECD it ends with a level of poverty that is stilove average. New Zealand and the United
Kingdom have tax and transfer systems that are rafieetive than average, but as their
levels of poverty before taxes and transfers agl,hgo are their post-tax transfer levels of
poverty. Mexico, Italy, Portugal, Spain, Japan &wlitzerland have systems that reduce
child poverty only to a limited extent if at alb shat poverty in terms of disposable income is
similar to market income poverty. Thus, for exampexico has very high poverty, but
Switzerland rather low. The remaining countries arere effective than this group in
reducing poverty, but are not as effective as Nealanhd, the United Kingdom or the Nordic
countries.

To generalise, all countries with very low levefschild poverty (under 5%) also have
relatively low levels of joblessness (except Norwagere joblessness is just above the
OECD average) and relatively low market income piyydogether with tax and transfer
systems that are very effective at further reducindd poverty, mainly through high levels
of spending rather than through targeting. Butaillotountries with low joblessness have low
poverty. Countries that have relatively high levefschild poverty appear mainly to have
very high levels of poverty among working famili@sd tax and benefit systems that are not
effective in reducing it.

As noted above, jobless households have very migitehpoverty rates in nearly all
OECD countries than do households with at leasteameer. What then would be the impact
of increasing employment among parents on childegg? Not unexpectedly, reforms to
reduce joblessness would have widely differing iotpan child poverty in different OECD
countries. Table 8 simulates changes in povertgsrafirst if the number of jobless
households was reduced to the level of the thist performing OECD country (Portugal),
and second if the share of two-income couples waeased to the share of the third best
performing country (Denmark); and third, if botHeetts were achieved simultaneously. The
new poverty rates are calculated with within-grggverty rates held constant, so the results
simply show the impact of changes in the compasitd the population in terms of work
status of parents.

Table 8about here

Overall, if it were possible in all OECD countriwsreduce joblessness to the level of the
third best-performing country and current withirogp poverty rates were unchanged, then
child poverty would fall from 10.2% to 9.0%, on aage. In some countries the effects
would be small — for example, in the United Stapesserty would only fall from 18.4% to
17.8%. In contrast, child poverty would fall by ween two and 4.5 percentage points in
Australia, the Czech Republic, France, Germanyaneg New Zealand and the United
Kingdom. This suggests that in these countriesmegao reduce joblessness among families
with children should be a priority.

10



Reforms that encouraged an increase in the nunfli@rooincome families would have
diverse impacts. On average, if it were possiblmtoease the share of two-income families
to the level of the third best-performing counthen child poverty would fall from 10.2% to
8.7%, or by slightly more than the reduction asstec with reduced joblessness. In many
countries, the effect of such a reform would beligdde, but the impacts on child poverty
would be large in Greece, Italy, Mexico, Polandrtégal and Spain (falls of between two
and six percentage points). This suggests thaheset six countries reforms to encourage
employment among partners in single income famsdlesuld be particularly encouraged.

A reform that combined both effects would have rafey impacts overall, and child
poverty on average would fall to 7%, or by arouf&e3 In some countries, the effects would
not be particularly strong — for example, Swedeflecting the fact that it already has very
low poverty and very high employment levels in bdimensions. In other countries such as
Japan the effects would not be very strong, agagalise employment levels are already very
high, but because within group poverty rates agh,hchild poverty would become nearly
twice the OECD average. The impact of these changesdd be strongest in Italy, where
poverty would fall by close to 10 percentage pqifddowed by Poland, Spain, Portugal, the
United Kingdom, Australia, Germany and Greece.

A number of obvious caveats should be attachebdset estimates. The poverty line has
been held constant before and after the simulabethges, even though an increase in
employment would increase the median income angfibre increase the poverty line itself.
This is defensible if one thinks of poverty in fikéerms in the short run, but it does imply
that from a purely relative perspective these tesaNver-estimate the impact on poverty. A
related factor is that by holding the poverty ratesstant within groups, we are assuming
that the average incomes of those who get joldseisame as those currently with jobs. It is
likely, however, that the current jobless wouldléss well educated and less qualified than
the currently employed, so that their wage ratélsef were able to find jobs would be below
the currently employed.

A further factor is that in some cases the chamggsired to achieve these outcomes are
very large. For example, the employment rate oé Iparents in Portugal is 80%, so that the
employment rates of lone parents in Australia,almdl, and the Netherlands would have to
increase by 30 percentage points, and in New Zdaad the United Kingdom by more than
20 percentage points to reach this level. Cornedipgly, for the share of two income couple
to rise to the Swedish level, it would be necessanyGreece, ltaly and Spain for the
employment rates of partnered mothers to rise @isecto 40 percentage points.
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The strategy of redistribution

How effective is the alternative strategy of redlsttion in reducing child poverty? If tax
and benefit systems could be made as effectiveeathird best performing country in terms
of the proportional reduction in child poverty (S¥ea, with a reduction of around 78%),
then it is estimated that child poverty in OECD mwies would be more than halved from
10.2 to 4.3 %, and no OECD country would have &lghoverty rate above 7%.

At first glance this suggests that the strategyedfstribution is likely to be significantly
more effective in reducing child poverty than therkv strategy; however the situation is
much more complicated than this suggests. Thiegalse Sweden starts with a very low
level of joblessness and a level of market incormeegy that is about 80% of the OECD
average. This means that most countries wishirgetas effective as Sweden would actually
have to spend considerably more than Sweden, ardsp®re and target it better. As a
percentage of total disposable income, Swedishlyameinefits are already twice the OECD
average (Table 5).

However, it is also possible to measure effectigena terms of the percentage point
reduction in child poverty, rather than the projmoval reduction; using this criterion
Australia is the third most effective country irdueing poverty (by 15 percentage points). In
contrast to Sweden, Australia appears to spendwbdie OECD average, but targets it
considerably more, with the Gini coefficient fomfdy cash benefits being about twice the
OECD average.

This discussion suggests that there are alternappeoaches to redistribution. But most
importantly, it should be noted that all the coigsrwith very low levels of child poverty
combine low levels of joblessness with effectivelis&ibution, suggesting that it is not
sufficient to rely on only one strategy.

6. CONCLUSIONS AND POLICY DIRECTIONS

Overall, these findings show that while encouragemgployment of the jobless and
increasing the share of two earner families islyike be an essential part of any effective
policy to reduce child poverty, complementary sigéds are required. That is, as well as
effectively encouraging employment, policies aredesl to reduce poverty among working
families.

Perhaps the starting point for thinking about thesseies is first to determine what
policies are needed to ensure that families arepoot when they are in paid work, to
develop and structure policies to support familfresarning more than the poverty line, and
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then to consider reforms to out of work benefitattlare consistent with the goal of
supporting work effort.

An obvious starting point is the level of the minim wage. Working at the minimum
wage — where it exists — and combined with relevamily benefits - should be sufficient for
single income families to escape poverty in hadf tountries with a minimum wage (Table
9). Indeed, the combination of the minimum wage #&adand benefit policies is already
sufficient in Australia, Belgium, Ireland, New Zaal and the United Kingdom to place sole
parent income families above a 60% poverty linej @ also sufficient for couples in
Australia and the United Kingdom. In contrast, faesi at the minimum wage are well below
the 50% poverty line in Spain, Greece, Hungary{lg@al and the USA. If one chose to use a
40% of median income poverty line, however, someheke countries would be closer to
achieving this standard, although Spain and Graeestill well below this lower levél.

Table 9about here

It might be argued that increases in the minimungevare not the most target efficient
way of reducing child poverty, given that the minim wage also benefits people without
children and individuals in families already abdke poverty line. This raises the role of in-
work benefits and tax assistance. Bearing in muedteractions of the taxation and benefits
systems, lone parent families could fairly easibcape poverty (at the 60% of median
income level) through additional work in Austrabad New Zealand, and Germany, taking
account of housing benefits (Table 1®)This reflects the fact that in Australia and New
Zealand the existing benefit systems for lone fdardémve very high cut-out points, and
continue to supplement wages over extended incanges, while in Germany housing
benefits do the same.

Table 10about here

In Finland, Ireland and the United Kingdom escappayerty would also be possible
with a part-time job or a job that paid less thaif the average production worker’s wage. In
most other OECD countries families would requir@lathat paid at least two-thirds of the
average production worker's wage, and in the Né&hds, Norway, Portugal, Greece,
Sweden, Spain, the United States and Hungary, @& wagr the APWW level would be
required to escape poverty for a couple with twiddeln, although couples have a greater
likelihood of achieving this through the paid empteent of both parents. One conclusion
that might be drawn from this is that these coestrnay need to consider introducing new
policy instruments or extending existing programnoésn-work benefits if they wish to
reduce child poverty.

° Countries without a statutory minimum wage are likel have collective agreements that guarantee éfifgictive wages
for the low paid.

191t is possible to justify a higher poverty linerfemployed families than for non-employed famillescause of the
additional costs of working, particularly child ear
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Of course, it could be argued that higher employtmenluding increased hours of work
are in themselves the most appropriate solutiohitd poverty, and increased earnings
should reduce the poverty gap, even if it doeshaee an apparent impact on child poverty
rates. There are also concerns that in work-benstith as an Earned Income Tax Credit
may improve incentives for lone parents to partitgpin the paid labour market, but may
worsen incentives for second earners because dathdy income test, and that they may
also reduce incentives for individuals to investraining and education.

The discussion in the previous section has shoanitha significant number of OECD
countries social assistance entitlements are alrizady close to the 50% poverty line. For
groups judged not to be capable of taking up paigleyment opportunities, there could be a
case for improving these benefits where they areadl close to the poverty line, since
marginal changes may not be likely to have a sicamt impact on employment behaviour.
Where benefit entitlements are much further awasnfthe poverty line, the situation is more
complex, both because the cost of initiatives wookd higher and the implications of a
dramatic expansion in assistance for incentivesaxk may be more problematic.

Two further issues relate to barriers to work. Av@grn expressed in many OECD
countries is with high effective marginal tax ratasing low paid workers as they make the
transition from receipt of benefits into paid wodk, as potential second earners entering or
re-entering the paid labour market. In nearly &G countries, average effective tax rates
on the low paid can be higher than on average eaorghe high paid, primarily through the
interaction of direct taxes with the withdrawalbenefits. However, while this factor is likely
to provide a disincentive to paid work, it does appear to explain variations in joblessness
among families with children. Some countries sugtfastralia and New Zealand with high
levels of joblessness have relatively low effectta® rates in these circumstances, while
others such as Denmark, which has very high effediax rates has very low joblessness.
The low level of employment for low-income pareiriscountries like Australia and New
Zealand and also the United Kingdom and Irelandeapgpto be associated with the nature of
their benefit systems - benefit levels are towatts upper end of the range of OECD
countries, and the benefits are available withowtoak test until the youngest child is a
teenager. These arrangements reinforce expectatrasmothers should stay out of the
labour force on a very long-term basis. In contrimstountries with low levels of joblessness
such as the Nordic countries, the public policyrfeavork is based on encouraging and
facilitating participation in paid work by mothers.

An important related issue is the cost of childoaten parents are in paid employment
(Immervoll and Barber, 2005). Net childcare costs laigh in many countries. Even after
deducting all relevant types of government suppggical out-of-pocket expenses for two
pre-school children can add to 20% and more of fataily budgets. In some cases, typical
net costs are found to consume more than a thirfhrofly resources. For most countries
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results show that, before accounting for the co$tshildcare, even low-wage employment
brings significant income gains for lone parentd @otential second earners in two-parent
families. Yet, in several countries, tax burdend #re withdrawal of social benefits reduce
gains from work to such an extent that even vemyitéd childcare expenses can leave
families with less money to spend than if they werstay at home.

In a few countries, lone parents entering a lowevggp lose income even before
accounting for any childcare-related expenses.eSmun-employed lone parents are faced
with extremely low incomes in some countries, andhwconsiderable poverty risks
everywhere, this highlights the need for work-fdgnpolicies, including low effective tax
burdens for low-wage earners and/or effective sttdpo childcare. Once childcare costs are
taken into account as work-related expenditures;i@ge second earners in about half the
countries see more than 70% of their earnings coaduwby childcare fees, taxes and reduced
benefits. For lone parents, the payoff from emplegtrcan be lower still.

Two further points should be noted. It is likelyathn some countries working families
are poor because they are working insufficient ot our data do not allow us to identify
part-time work. This issue can only be addressedotigcting data that can identify whether
families are poor due to part-time work. The secoankat relates to the fact that the poverty
line is set at the same level for single income amokincome couple families. There are
strong reasons for arguing, however, that famdiethe same money income level but where
different hours of work are required to producesthearnings are not in fact enjoying equal
levels of welfare. Single earner families benefdnfi more home production, in that the
parent at home can provide more household servinekiding child care; alternatively,
households with two earners may incur higher costsorking, including child care, travel
costs, additional clothing costs, and purchase aisbhold services, so their effective
incomes are likely to be lower than those with eaener and the same disposable money
income.

To conclude, our analysis shows that while joblessrraises significant risks of child
poverty, the factors associated with child poveryy significantly across OECD countries.
This means that simple policy prescriptions woulat be sufficient for reducing child
poverty. Instead, policy responses need to be +faddted and carefully tailored to the
situation in each country.
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Table 1: Trends in child poverty, before and after taxes taadsfers, 1980s to around 2000 (Source: Calaufaten OECD Income Distribution Study.)

1980s Mid-1990s Around 2000 Change 80's to 90s Change 90s to 2000  Change 80's to 2000

Before  After Before After Before After  Before After Before After  Before After
Australia 20.6 15.5 29.9 10.9 26.6 11.6 9.3 -4.6 -3.3 0.7 6.0 -3.9
Austria - 55 - 7.3 - 13.3 - 1.8 - 6.0 - 7.8
Belgium - - 14.9 4.1 - - - - - - - -
Canada 20.7 15.8 23.0 12.8 21.1 13.6 2.4 -2.9 -1.9 0.8 0.5 -2.1
Czech Republic - - 15.8 5.5 21.4 7.2 - - 5.6 1.7 - -
Denmark 9.6 4.0 13.4 1.8 11.8 2.4 3.8 -2.3 -1.6 0.6 2.2 -1.7
Finland 9.3 2.8 17.3 2.1 16.7 3.4 8.0 -0.8 -0.7 1.4 7.3 0.6
France 24.8 6.6 26.0 7.1 27.7 7.3 11 0.5 1.7 0.2 2.8 0.6
Germany (West) 12.7 6.9 16.4 10.4 19.6 11.7 3.7 35 3.2 14 7.0 4.8
Germany - - 17.5 10.0 19.9 10.9 - - 2.4 0.9 - -
Greece 19.7 12.7 18.2 12.3 18.5 12.4 -1.5 -0.3 0.3 0.0 -1.2 -0.3
Hungary - - 23.9 10.3 22.5 13.1 - - -1.4 2.8 - -
Ireland 30.7 13.3 34.9 13.4 24.9 15.7 4.2 0.1 -10.0 2.3 -5.8 2.4
Italy 10.7 11.5 19.3 18.6 15.9 15.7 8.6 7.1 -3.4 -2.9 5.2 4.2
Japan 8.3 10.8 11.2 12.0 12.9 14.3 3.0 1.2 1.7 2.3 4.6 35
Luxembourg - 6.8 - 7.9 - 7.8 - 1.1 - -0.1 - 1.0
Mexico 23.8 23.5 27.8 26.0 28.0 24.8 4.0 2.5 0.3 -1.2 4.2 1.3
Netherlands 15.4 3.3 17.9 9.1 16.1 9.0 2.5 5.8 -1.8 -0.1 0.7 5.7
New Zealand 18.5 9.5 29.0 12.1 27.9 16.3 10.5 2.6 -1.1 4.2 9.4 6.8
Norway 8.8 3.9 13.3 4.4 11.8 3.6 4.5 0.5 -1.5 -0.8 3.0 -0.3
Poland - - 33.3 13.6 33.8 14.5 - - 0.5 0.9 - -
Portugal - - 16.9 15.6 16.4 15.6 2.3 3.2 -0.5 0.0 - -
Spain - 16.9 25.1 17.4 19.0 15.6 - 0.5 -6.1 -1.8 - -1.3
Sweden 10.0 2.4 20.8 2.5 16.1 3.6 10.8 0.1 -4.7 1.1 6.0 1.2
Switzerland - - 12.5 10.4 7.8 6.8 - - -4.6 -3.6 - -
Turkey 20.3 - 19.7 - 21.1 - -0.7 - 1.4 - 0.8
United Kingdom 235 9.7 32.2 17.4 29.1 16.2 8.6 7.7 -3.0 -1.2 5.6 6.5
USA 28.8 25.1 29.0 22.3 26.6 21.7 0.2 -2.8 -2.4 -0.6 -2.1 -3.4
OECD 17.4 10.8 21.6 11.3 20.5 12.2 4.8 1.1 -1.3 0.6 3.3 1.6
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Table 2: Child poverty, around 2000

Poverty rates for children, households with chitdaad by household type, percentages

Children Households Single parent Two parents
with children
Not working Working No worker One worker Two workers
Australia 11.6 10.2 58.7 11.7 43.3 54 33
Austria 13.3 115 67.6 233 35.6 12.7 8.6
Belgium 4.1 3.3 22.8 11.4 16.1 2.8 0.6
Canada 13.6 11.5 89.7 27.7 75.3 22.9 35
Czech Republic 7.2 5.6 53.7 5.5 35.7 3.7 0.6
Denmark 24 21 22.2 4.0 19.0 6.4 0.7
Finland 3.4 3.3 25.0 7.2 25.8 54 1.3
France 7.3 6.7 61.7 9.6 37.9 6.3 1.6
Germany 12.8 9.5 55.6 18.0 51.5 6.4 1.9
Greece 125 111 18.8 20.0 134 16.8 4.8
Hungary 13.1 10.8 . . 33.1 10.0 6.7
Ireland 15.7 135 88.7 22.1 74.8 17.4 1.6
Italy 15.7 14.3 76.8 134 61.1 23.9 1.6
Japan 14.3 12.9 52.1 57.9 46.0 12.3 10.6
Mexico 24.8 20.7 45.6 32.6 37.9 26.2 15.4
Netherlands 9.0 7.6 42.8 17.7 50.7 7.8 17
New Zealand 16.3 13.6 87.6 21.3 43.3 145 4.1
Norway 3.6 2.9 24.7 2.8 38.0 2.8 0.1
Poland 9.9 11.6 60.0 6.1 28.4 9.0 3.0
Portugal 15.6 13.1 84.8 20.3 50.6 324 4.8
Spain 15.6 13.7 68.2 32.8 64.7 18.1 4.7
Sweden 3.6 3.2 34.2 5.6 13.7 8.2 12
Switzerland 6.8 6.3 . 2.3 . 9.6 4.7
Turkey 21.1 17.6 51.6 65.4 25.2 17.2 15.7
United Kingdom 16.2 13.6 62.5 20.6 37.4 17.6 3.6
United States 21.6 18.4 93.0 39.9 7.7 30.5 8.3
OECD 12.0 10.3 56.2 20.0 41.4 13.3 4.4

Source: OECD Income Distribution Study.
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Table 3 Poverty risks, households with children, around@®00

Lone parents All jobless households with Non-working lone parents
children
% of % of poor Risk % of % of poor Risk % of % of poor Risk
households households households households households households
with children  with children with children with children with children  with children

Australia 10.8 40.8 3.8 12.4 61.9 5.0 6.2 35.4 5.8
Austria 6.6 171 2.6 2.6 10.9 4.1 1.0 5.9 5.9
Belgium 12.1 47.1 3.9 4.8 26.6 5.5 1.6 11.3 6.9
Canada 8.7 32.0 3.7 4.0 29.0 7.2 2.0 15.8 7.8
Czech Republic 10.4 43.4 4.2 9.0 69.9 7.8 3.8 36.8 9.6
Denmark 4.2 14.2 3.4 4.6 41.9 9.2 0.7 7.8 10.5
Finland 10.0 31.6 3.2 4.1 31.2 7.7 1.8 13.9 7.5
France 7.7 30.4 4.0 7.4 50.8 6.8 2.5 23.0 9.2
Germany 14.0 40.5 2.9 11.7 59.4 5.1 5.0 26.0 5.2
Greece 3.4 6.0 1.8 2.8 3.7 1.3 0.7 1.2 1.7
Ireland 6.6 26.2 4.0 8.2 48.6 5.9 3.1 20.6 6.6
Italy 2.5 4.3 1.7 4.1 17.9 4.4 0.5 2.4 5.4
Japan 3.3 14.7 4.4 0.6 2.4 3.8 0.3 14 4.0
Luxembourg 3.9 19.9 5.1 1.6 7.7 4.7 0.4 4.0 9.7
Mexico 3.2 5.1 1.6 3.0 5.4 1.8 0.5 1.0 2.1
Netherlands 9.5 38.1 4.0 8.2 50.2 6.1 4.8 26.9 5.6
New Zealand 12.4 43.4 3.5 9.2 45.3 4.9 4.9 31.7 6.4
Norway 13.8 47.6 3.4 6.8 70.1 10.3 4.4 38.4 8.6
Poland 5.7 17.2 3.0 10.2 41.8 4.1 2.2 13.0 6.0
Portugal 3.1 7.7 2.5 2.0 9.4 4.6 0.6 3.8 6.5
Spain 1.9 5.6 2.9 4.4 20.7 4.8 0.4 2.0 5.0
Sweden 171 49.4 2.9 3.9 30.7 7.9 2.2 23.4 10.7
Switzerland 3.7 1.3 0.4 . . . . . .
Turkey 1.6 5.3 3.3 4.8 8.3 1.7 0.9 2.6 3.0
United Kingdom 15.3 45.7 3.0 115 45.0 3.9 7.3 33.7 4.6
USA 11.2 29.9 2.7 3.1 14.9 4.7 1.8 9.2 5.1
OECD 7.8 25.6 3.1 5.8 32.2 5.3 2.4 15.7 6.4

Notes: Risk is the ratio of each group among pe@uskholds with children relative to their share agall
households with children.

... Data not available.

Source: Calculated from OECD Income Distributiondyt
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Table 4: Composition of child poverty by number of earnerfiousehold, OECD countries

None One Two or more
employed employed employed
Australia 61.9 20.7 17.4
Austria 10.9 41.3 47.7
Belgium 26.6 64.4 9.0
Canada 29.0 48.8 22.1
Czech Republic 69.9 24.1 5.9
Denmark 41.9 28.5 29.5
Finland 31.2 40.6 28.2
France 50.8 35.6 13.6
Germany 59.4 39.9 0.7
Greece 3.7 75.5 20.8
Ireland 48.6 44.6 6.7
Italy 17.9 76.6 5.5
Japan 2.4 48.6 49.0
Luxembourg 7.7 70.8 215
Mexico 5.4 62.8 31.8
Netherlands 50.2 35.7 14.2
New Zealand 45.3 36.7 18.0
Norway 70.1 28.8 11
Poland 41.8 49.9 8.4
Portugal 9.4 64.6 26.0
Spain 20.7 62.2 171
Sweden 30.7 44.4 24.9
Switzerland . 55.8 44.2
Turkey 8.3 50.3 41.5
United Kingdom 45.0 36.5 15.6
USA 14.9 55.0 30.1
OECD 32.2 47.8 21.2

Source: Calculafesin OECD Income Distribution Study.
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Table 5: Family Cash Benefits, size and distribution, arog@a0

Benefits as % of
disposable income

Distribution of benefits

Australia
Austria
Belgium
Canada
Czech Republic
Denmark
Finland
France
Germany
Greece
Hungary
Ireland
Luxembourg
Netherlands
New Zealand
Norway
Poland
Portugal
Sweden
Switzerland
United Kingdom
United States
Average

Total

1.8
3.0
3.8
1.0
2.1
13
3.5
51
3.7
0.4
5.0
2.9
4.2
1.3
15
2.5
1.3
0.8
4.0
0.7
0.5
0.5
2.3

Lowest
decile
12.9

8.7
5.9
11.3
10.4
3.0
7.5
17.0
10.3
1.6
18.6
15.4
13.9
4.5
17.8
6.7
6.0
2.8
7.9
4.4
7.1
7.7
9.3

Lowest
quintile
45.2

23.9
15.6
28.9
33.2
22.6
21.3
26.8
20.7
19.9
26.4
33.4
24.7
27.2
58.2
19.9
25.0
22.0
20.7
20.2
58.2
65.2
30.6

Richest
quintile
1.2

12.2
20.9
2.6
7.5
10.5
11.5
9.8
17.1
17.8
14.8
9.8
13.1
9.2
2.5
12.0
17.0
15.1
9.7
14.3
5.8
15
10.2

Ratio
QL/Q5
37.7

2.0
0.7
111
4.4
2.2
1.9
2.7
1.2
11
1.8
3.4
1.9
3.0
23.3
1.7
15
15
2.1
14
10.0
43.5
3.0

Gini
coefficient
-47.3
-14.0
5.2
-53.6
-33.4
-13.0
-12.6
-19.2
-6.0
-2.9
-13.5
-24.4
-11.9
-20.3
-52.2
-11.8
-10.8
-7.9
-15.1
-8.9
-51.8
-59.5
-23.3

Source: OECD Income Disttibn study, 2004.
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Table 6: Impact of taxation and benefit systems on childgstyy OECD countries, 2000

Poverty rates (%) before (market) and after (diapte taxes and transfers and differences by
household types

Single Single Two adults Two Two All
adult adult two or more adults adults households
Working not working one non with
working working working children

Australia Market 43.7 97.6 6.4 22.2 98.0 24.1
Disposable 11.7 58.7 3.3 5.4 43.3 10.2

Difference 73.2 39.9 48.8 75.9 55.8 57.7

Belgium Market 27.2 95.4 1.6 14.3 99.2 13.1
Disposable 11.4 22.8 0.6 2.8 16.1 3.3

Difference 58.1 76.1 62.5 80.2 83.8 74.7

Canada Market 43.6 97.3 7.3 36.5 95.6 18.1
Disposable 27.7 89.7 35 22.9 75.3 11.5

Difference 36.3 7.8 52.4 37.2 21.2 36.7

Czech Republic Market 16.6 98.6 1.7 23.8 97.3 17.2
Disposable 5.5 53.7 0.6 3.7 35.7 5.6

Difference 66.7 45.6 65.7 84.6 63.3 67.6

Denmark Market 22.1 91.3 5.0 27.0 83.7 10.9
Disposable 4.0 22.2 0.7 6.4 19.0 2.1

Difference 82.0 75.7 85.3 76.1 77.2 80.4

Finland Market 29.5 100.0 5.5 27.9 95.1 14.3
Disposable 7.2 25.0 1.3 5.4 25.8 3.3

Difference 75.6 75.0 76.8 80.6 72.9 76.8

France Market 31.8 95.6 7.4 38.6 96.6 24.6
Disposable 9.6 61.7 1.6 6.3 37.9 6.7

Difference 70.0 354 78.4 83.6 60.8 72.7

Germany Market 25.3 91.9 3.3 10.4 79.1 17.9
Disposable 15.3 49.3 0.2 5.5 47.2 9.5

Difference 39.6 46.3 94.3 46.7 40.3 46.9

Greece Market 24.1 33.9 7.8 22.6 84.5 16.9
Disposable 20.0 18.8 4.8 16.8 13.4 11.1

Difference 17.0 44.6 37.7 25.7 84.2 34.4

Ireland Market 54.2 97.4 4.3 27.6 97.4 20.7
Disposable 22.1 88.7 1.6 17.4 74.8 13.5

Difference 59.2 9.0 64.0 37.1 23.2 34.9

Italy Market 17.8 94.0 14 22.1 88.2 14.6
Disposable 13.4 76.8 1.6 23.9 61.1 14.3

Difference 24.7 18.3 -14.3 -8.1 30.7 1.7

Japan Market 56.5 75.3 8.5 9.8 38.4 10.7
Disposable 57.9 52.1 10.6 12.3 46.0 12.9

Difference -2.5 30.8 -24.0 -25.8 -19.9 -19.9

Mexico Market 35.8 56.6 17.2 28.8 53.0 24.5
Disposable 32.6 45.6 15.4 26.2 37.9 219

Difference 8.9 19.4 10.8 9.0 28.5 10.8

Netherlands Market 28.3 93.6 2.7 14.3 86.8 13.9
Disposable 17.7 42.8 1.7 7.8 50.7 7.6

Difference 375 54.3 37.0 45.5 41.6 45.6

New Zealand Market 55.0 100.0 6.6 29.5 97.4 24.1
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Norway

Poland

Portugal

Spain

Sweden

Switzerland

United Kingdom

USA

OECD

Disposable
Difference
Market
Disposable
Difference
Market
Disposable
Difference
Market
Disposable
Difference
Market
Disposable
Difference
Market
Disposable
Difference
Market
Disposable
Difference
Market
Disposable
Difference
Market
Disposable
Difference
Market
Disposable
Difference

21.3
61.3
14.0
2.8
80.0
51.1
13.7
73.3
21.2
20.3
4.2
36.8
32.8
10.9
33.7
5.6
83.3
7.5
2.3
69.4
41.7
20.6
50.5
51.2
40.3
21.2
32.0
17.3
45.9

87.6
12.4
97.0
24.7
74.5
95.0
69.1
27.3
87.3
84.8
2.9
80.8
68.2
15.6
98.2
34.2
65.1

96.7
62.5
35.4
98.3
93.8
4.6
82.2
51.4
37.5

4.1
37.9
0.4
0.1
87.5
4.0
1.9
52.3
3.8
4.8
-25.7
6.7
4.7
29.9
35
11
68.8
3.2
4.7
-47.0
6.1
3.6
41.4
10.8
8.3
23.6
5.2
3.4
35.7

145
50.8
9.5
2.8
70.5
43.0
14.9
65.4
34.3
32.4
5.3
22.2
18.1
18.5
33.3
8.2
75.4
9.8
9.6
2.4
32.6
17.6
46.1
36.6
30.5
16.7
24.0
13.0
46.0

43.3
55.5
94.1
38.0
59.6
94.1
41.8
55.5
91.4
50.6
44.6
81.1
64.7
20.2
96.6
13.7
85.8

98.8
37.4
62.2
93.5
77.9
16.7
80.8
39.6
51.0

13.6
43.5
10.0
2.9
715
28.8
11.6
59.7
13.4
131
2.8
17.3
13.7
20.7
13.8
3.2
76.7
5.7
6.3
-10.8
25.0
13.6
45.6
22.6
18.4
18.9
16.8
9.6
42.9

... Data not available.

Source: Calculated from OECD Income fibstion Study.
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Table 7: Net incomes of social assistance recipients as fieafian household income 2003

Lone parent with two children Couple with two children
No housing With housing- No housing With housing-
related benefits related benefits related benefits related benefits

Australia 50.0 56.7 52.4 58.3
Austria 39.0 50.1 40.1 49.7
Belgium 50.0 50.0 43.3 43.3
Canada 40.4 40.4 37.0 37.0
Czech Republic 48.2 48.2 52.8 52.8
Denmark 46.4 54.0 46.1 51.6
Finland 323 49.2 36.8 51.5
France 29.2 44.7 29.2 42.6
Germany 33.8 58.5 32.7 54.1
Greece 1.9 1.9 1.7 1.7
Hungary 20.7 21.6 16.9 17.6
Ireland 31.6 44.6 36.4 48.6
Italy 0.0 0.0 0.0 0.0
Japan 51.0 51.0 49.0 49.0
Netherlands 38.8 45.6 36.9 42.6
New Zealand 47.1 54.8 44.9 51.0
Norway 36.5 44.3 39.7 39.7
Poland 46.6 46.6 54.5 54.5
Portugal 29.0 29.0 35.7 35.7
Spain 24.0 24.0 23.2 23.2
Sweden 25.9 42.4 30.0 44.3
Switzerland 32.6 48.8 325 46.5
United Kingdom 32.2 50.1 34.3 49.9
United States 18.8 21.2 20.1 222
OECD 32.8 40.3 33.8 39.9

Notes: Housing benefits assumitad tent before benefits is 20% of APW wage.

Source: OECD 2004, Benefits andyéga OECD Indicators.
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Table 8: Change in child poverty rates under differing agstimms, OECD countries, 2000

Poverty rate (%)

Actual household Change in jobless  Increase in share of two- Combined reform
poverty rate households income couples
Australia 10.2 6.5 9.9 5.8
Austria 115 11.3 11.0 10.8
Belgium 3.3 3.0 25 25
Canada 11.5 10.3 11.1 9.1
Czech Republic 5.6 2.8 5.2 2.7
Denmark 2.1 1.8 (2.1) 1.8
Finland 3.3 2.9 (3.3) 2.8
France 6.7 4.6 6.0 3.8
Germany 9.5 5.8 7.8 4.2
Greece 111 111 7.3 6.5
Ireland 13.5 9.7 10.9 6.0
Italy 14.3 13.6 7.7 4.9
Japan 12.9 (12.9) 12.5 12.5
Luxembourg 6.9 (6.9) 5.2 5.0
Mexico 21.9 21.7 18.2 17.2
Netherlands 7.6 5.7 7.0 4.8
New Zealand 13.6 9.9 12.6 9.1
Norway 29 1.7 2.7 1.7
Poland 11.6 9.0 8.8 4.8
Portugal 13.1 (13.1) 10.5 8.6
Spain 13.7 12.6 9.8 7.3
Sweden 3.2 2.7 (3.2) 2.7
Switzerland 6.3 . 5.3 4.9
Turkey 17.5 17.3 17.0 16.7
United Kingdom 13.6 10.2 12.4 8.8
USA 18.4 17.8 16.9 15.6
OECD 10.2 9.0 8.7 7.0

Notes: Column 1 shows the poverty rate for houskhaith children around 2000 (except Belgium, whgh995);
Column 2 shows what the poverty rate would bedfghare of workless households was reduced t@Wet ¢f the
third best performing country (Portugal) and theqrty rate within household groups was held corst@aolumn 3
shows the poverty rate if the number of single meaouples decreased and the number of two incon@es
increased to the level of the third best perforndogntry (Denmark), and the poverty rate withinugre was held
constant. Column 4 shows the effects of a comhiaatm, reducing joblessness and increasing thes sifawo-
income couple. Countries which perform better tthenbenchmark are assumed to be unchanged, amrdathéshe
benchmark counties are shown in brackets.

... Data not available.

Source: Calculated from OECD Income Distributiondyt
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Table 9: Net incomes of full-time minimum-wage earners, @ pent of median household

income

Lone parents Couples
Australia 83.8 73.1
Belgium 62.1 53.0
Canada 53.1 47.3
Czech Republic 48.2 52.8
France 54.4 51.2
Greece 32.6 28.2
Hungary 40.9 34.4
Ireland 63.7 50.2
Netherlands 52.7 44.4
New Zealand 61.4 50.3
Poland 46.6 54.5
Portugal 42.8 47.6
Spain 23.9 22.0
United Kingdom 74.8 63.1
United States 36.6 35.1
OECD 51.8 47.1

Notes: Includes housing benefits, assuming thatlrefore benefits is 20% of APW wage.

Source: OECD 2004, Benefits and Wages, OECD Inalisat
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Table 10:In-work earnings required to reach the poverty (B@% of median income)

Per cent of average production workers wage (APW)

Lone parent with two children

Couple with two children

Australia
Austria
Belgium
Canada
Czech Republic
Denmark
Finland
France
Germany
Greece
Hungary
Ireland

Italy
Netherlands
New Zealand
Norway
Poland
Portugal
Spain
Sweden
Switzerland
United Kingdom
United States

No housing related
benefits
10

66
47
58
66
73
57
84
50
92
89
38
59
75
17
66
68
102
97
71
78
39
101

With housing-
related benefits
2

66
47
58
66
71
37
78
1
92
89
38
59
75
9
66
68
102
97
56
78
39
101

No housing related
benefits
22

86
58
88
76
87
99
98
57
108
119
84
65
101
41
104
78
107
114
108
92
66
117

With housing-related
benefits
1

86
58
88
76
21
99
98
57
108
119
84
65
101
29
104
66
107
114
108
92
39
117

Notes: Housing benefits assuming that rent beferefits is 20% of APW wage.

Source: OECD 2004, Benefits and Wages, OECD Inadlisat
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