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Summary outline

1. The concept of “working poor” is one that 
is used in several policy communities, but 
with different definitions.

2. The causes of “working poverty” are 
multiple.

3. The solutions are varied.



1. The history of the concept

• used in the US since the 1970s to describe working 
households that are in a situation of financial poverty
“the glaring contradiction”

• Became prevalent in the European Union after 1997 / 2000
– The Lisbon Strategy: 

• Goal - move towards a more competitive economy capable of 
combining efficiency and the creation of more and better jobs 
with high levels of social protection and a greater social and 
economic cohesion

• Working poverty defined as “poor quality work,” plus …
• Working poor are a target group in the Open Method of 

Coordination on Poverty and Social Inclusion; therefore 
“indicator work” was needed.



Need for a definition

US – official since 1989
The working poor are defined as persons 
who have devoted at least half of the year to 
labour market efforts, being either employed 
or in search of a job during that period, but 
who still live in poor families.

France – similar official definition but must be 
employed at least one month in past year.

EU Social Protection Committee indicator –
Working poor are defined as individuals who 
during the previous year were “mainly” at 
work (at least six months) and are living in a 
household with an income below the “at-
risk-of” poverty threshold (60% of median 
equivalised income).

Issues

1. Labour market 
participation:
• employed 
• active

2. Poverty measure:
• earnings
• household income

3. Poverty level:
• relative monetary poverty
• absolute monetary 

poverty



Why the “individual wages” indicator is 
not sufficient for the European Union 

Source: EU, Statistics in Focus, November 2000



The European meaning of the concept 
of working poor

• Considered to be at the 
intersection of:
– Individual characteristics –

earnings, hours and 
employment status – poor 
quality work

– Household characteristics –
income, from all sources, 
and size – poverty

EU, Statistics in Focus, 5/2005



2. The European Union’s view on 
causes of “in-work poverty risk”

An increasing risk:
• Because of family size

• Because of family changes

• Because of changes in labour 
market demand and skill needs

• Because of changes in labour law

• Because of changes in employers’
practices

• Not feminised – more men than 
women

• Somewhat age-related – both 
young and older

• Strongly related to:
– education
– form of contract 
– hours worked 

• Strongly related to earning low 
wages:  

– 20% of low-wage earners are poor 
as compared to 8% of all wage-
earners

– 51% of low-wage employees live 
in poor households



Major causes of working poverty 
identified in the European Union
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3. How many Europeans are 
working poor, 2005?

EU 27
EU 25 2005

WP among workers 8%
WP among waged 4%
WP among self-emp 24%
Poverty among unemp 40%



What has been done 
to limit the problem?

• Ensure equitable treatment of precarious 
workers – part-time, limited term contracts

• Ensure conditions for labour market 
participation – services

• Have policies to reduce the effects of 
market outcomes



An example – social transfers
• In the absence of social transfers, the average poverty risk 

for EU Member States would be 26% (vs post-transfer rate 
of 16%).

• But variations

Source: Joint Report on 
Social Protection and 
Social Inclusion, 2007



Conclusions

• Income matters
But the issue of working poverty is not 
only about working conditions

• As always, it is about the welfare mix –
work, family, state and community
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