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 Introduction

Background

This short note provides a background to EAPN’s current work and thinking on the poverty indicators and poverty target. It draws on an initial background note developed for a capacity building for the Social Inclusion Working Group during 2010, and has been updated, with  more recent EAPN positions, including EAPN input to the EC Peer Review on the poverty target, held in Ireland on the 16 and 17th June.  
1. Poverty, Social Exclusion and Inequality – How do we define them?

Introduction

In 2008/9 EAPN’s Social Inclusion Working Group published a booklet, together with Hugh Frazer (Coordinator of the OMC Independent Experts), aiming to explain key issues around definition and measurement of poverty, in everyday terms. (EAPN 2009: Poverty and Inequality in the EU). The booklet forms an essential background to the debate: (Access here). EAPN is now in the process of updating this booklet. Our discussion today will help in this process.
What is poverty? 

One of the key problems with the debate on poverty is the lack of consensus on what poverty is. The complex debate on indicators on reflects this wide disagreement. Until 2010, at EU level, this debate has widely focused on the differences between relative and absolute or extreme poverty. 
Absolute or extreme poverty is when people lack the basic necessities for survival. For instance they may be starving, lack clean water, proper housing, sufficient clothing or medicines and be struggling to stay alive. This is most common in developing countries, but some people in the EU, for instance homeless people or the Roma, or larger groups of people in some newer Member States, experience this type of poverty.  The first goal of the United National Millennium Development Goals is to eradicate extreme poverty and hunger and is translated into an objective to reduce by half the proportion of people living on less than a dollar a day.
Relative Poverty reflects the incapacity to reach the general standard of living in a particular country or region. The definition of poverty adopted by the European Council in 1975, established a new benchmark on relative poverty in the EU by defining poverty as comprising ‘those individuals or households whose resources are so low as to exclude them from a minimum acceptable way of life in the country in which they live’’. As highlighted by Professor Robert Walker in the Peer Review in 2011
 ‘’ This definition distinguishes the European model from that applied in the United States where the poverty line is derived directly from the cost of a minimal basket of goods, that remains relatively unchanged and therefore falls in value relative to median incomes’’

This relative concept became further detailed in the European Commission’s definition in the Joint Report on Social Inclusion in 2004:
People are said to be living in poverty if their income and resources are so inadequate as to preclude them from having a standard of living considered acceptable in the society in which they live. Because of their poverty, they may experience multiple disadvantage through unemployment, low income, poor housing, inadequate health care, and barriers to lifelong learning, culture, sport and recreation. They are often excluded and marginalized from participating in activities (economic, social and cultural) that are the norm for other people and their access to fundamental rights may be restricted.

The original EU concept of poverty was therefore ‘relative, graduated and multidimensional’’…..with the aims of government going beyond ensuring minimum subsistence levels for their citizens to ensuring all citizens benefit from the general level of prosperity”.

Poverty and Inequality 
As relative poverty describes the capacity of an individual to participate equally in society, it is clearly linked to inequality in access to resources and life chances within a given society. As the Commission’s Statistical Portrait (EC 2010) highlights: “Nowadays, societies cannot combat poverty and social exclusion without analysing the inequalities within the society, whether they are economic in nature or social” 
Economic inequality is defined by the Commission as the “disparities in the distribution of monetary resources (assets and income) within a population” – in simple terms – the gap between rich and poor.  Social inequality encompasses a broad range of inequalities where “different groups in society do not have equal social status” and are deprived from accessing their rights. Although Equality is a fundamental right within the EU, backed by EU legislation, inequalities still exist in terms of gender, race or ethnic origin, religion or belief, disability, age or sexual orientation, as well as for people experiencing poverty and social exclusion. These inequalities manifest themselves as discrimination in achieving equal access to most aspects of daily life: access to key services like education, health, housing and social services; to decent jobs and to political and cultural participation.

Scientific evidence not only tends to confirm the link between growing inequality and increased poverty and social exclusion, but supports the view that “more equal societies not only benefit the poor, but provide a better life for all”
. (Wilkinson R, Pickett K 2008). For EAPN, reducing inequalities in income, wealth and access to rights, resources and services is a fundamental pre-requisite for the eradication of poverty, and for achieving a fairer more, socially cohesive society for the benefit of all.

In 2011, EAPN produced an important booklet: “Wealth, Inequality and Social Polarisation”
 which set out to explore the relationship between wealth, inequality and social polarization and their impact on poverty, and the need for better distribution.
It called for an increased understanding of the interdependence of poverty, inequalities and wealth and its social and economic costs, and pressed for new studies, better monitoring and measurement to better capture progress towards a good life for all.
Are we capturing the reality of poverty?
The official definitions of poverty however, often do not capture the reality of the day-to day struggle for people struggling to survive. This is why EAPN is committed to ask people who are themselves experiencing poverty what poverty means and involve them directly in identifying and delivering solutions.

‘’The way people look at you is humiliating – you are not considered a human being’’

‘I can afford only cheap food; fruit and vegetables to feed children is too expensive; fish is not affordable; health food is too expensive for me’.

‘The problem is not that we run out of money occasionally. The real problem is that we live our entire lives this way and our children grow up into this too’’.

‘It is impossible for me to invite friends of my children home, because my house is so small. So my children are not invited anymore.. thus they become excluded’’

EAPN’s recognizes poverty as a multidimensional phenomenon, where relative and absolute aspects both have a role to play, but need to be better captured to reflect the realities of poverty as experienced by the people themselves..
2. Measuring Poverty and Inequality – The Social OMC Indicators
The measurement of poverty, exclusion and inequality has mirrored the debate over the definitions over what poverty is. Since 2000, when Open Method of Coordination for Social Inclusion
 on Social Inclusion (OMC) was established, the EU has slowly built a consensus taking a broader view on poverty, encompassing relative as well as absolute poverty, and including inequality, based on a multidimensional approach.
Original Laeken Indicators (2001)

In 2001, the Laeken European Council endorsed a first set of 18 common indicators for social inclusion. These “Laeken Indicators’’ were developed as part of the newly launched OMC with a specific purpose of facilitating international comparisons of actual performances by national and sub-national social policies, in order to support the monitoring of national and EU progress towards the common objectives agreed in the Social OMC in March 2000.

The design of the indicators drew on a history of social science research over 30 years in both Europe and the USA. A key role was played by the Indicators Sub Group (ISG) of the Social Protection Committee
, working with the Commission and the Statistical Office of the European Communities (Eurostat), and other bodies like the OECD. 

This first set of indicators focused only on social outcomes, rather than the means by which it was achieved (ie the level of education achieved, rather than total spending on schools). Member States were also expected to include their own nationally defined indicators in their National Action Plans for Inclusion, and supplement the data with other information, allowing a clearer linkage between policies and social outcomes.

The indicators were divided into Primary and Secondary Indicators ie primary – lead indicators that support key dimensions of the objectives and key groups; secondary - supporting the lead indicators by describing in greater detail the nature of the problem. (See Eurostat tables).
Streamlined Social OMC - New Integrated Monitoring Framework (2006)

Since 2001, the SPC Indicators Sub-Group has refined and extended the original set of indicators. In 2006, it worked on new indicators to cover the fields of pensions and health and long-term care which were now included in the three pillars of the Streamlined Open Method of Coordination. This established a “new integrated monitoring framework for the three pillars”, and a portfolio for each individual strand (social inclusion; pensions; health and long-term care), as well as an overarching list.

The new framework followed the structure of the new common objectives for the OMC on social protection and social inclusion and consists of four sets of indicators. (1 overarching set, and 3 sets covering the 3 pillars of the Streamlined OMC). We focus here on the overarching set and social inclusion indicators.

Revised Common Objectives of the Social OMC 2006

a) Social cohesion, equality between men and women and equal opportunities for all through adequate, accessible, financially sustainable, adaptable and efficient social protection systems and social inclusion policies.

b) Effective interaction between Lisbon objectives of greater economic growth, more and better jobs and greater social cohesion and with the EU’s Sustainable Development Strategy

c) Good governance, transparency and the involvement of stakeholders in the design, implementation and monitoring of policy

1) 14 commonly agreed (national and EU indicators) to monitor the first two broad objectives of the Social OMC. The third objective related to governance has yet to have indicators developed.
2) 11 Primary indicators for social inclusion and 3 Secondary Indicators. In addition a further set of 11 statistics provide “context information”.

Primary Indicators covered:

· Poverty Risk (Indicators 1,2 and 3) – these are based on the EU definition of at-risk of poverty (households living below 60% of the median national household income)
· Unemployment and joblessness (4 and 5)

· Low Educational qualifications ( 6)

· Employment situation of migrants (7)

· Material Deprivation, housing, access to health care and child well-being (8, 9, 10 and 11).

The Secondary Indicators comprised detailed dis-aggregations of income poverty risk by smaller age groups, household type, work intensity, labour force status and tenure, and with different income thresholds, also to adults with low educational achievement and poor literacy levels.

The Context information covered income inequality (S80/20) income quintile ratio, and the Gini coefficient), regional disparities in employment rates, life expectancy, at risk of poverty rate anchored at a point in time, before social transfers, distribution of jobless households by main household types, in-work poverty risk, relationship between social assistance and at risk of poverty level and self-reported limitations to daily activities.

In 2009, the OMC indicators were updated: See European Commission Working Paper:  Portfolio of Indicators for the Monitoring of the European Strategy for Social Protection and Social Inclusion – 2009 Update (particularly list of indicators and definitions for social inclusion: p.18-28) – Access here.
Key changes since 2001
1. New indicators were introduced – ie on employment gap for migrants, low reading ability/literacy as well as child well-being. Updated indicators on health were agreed in 2008 and on material deprivation and housing in 2009. 
2. No longer just impact indicators but also input indicators – e.g. social protection spend.
3. The strict criteria for establishing indicators was made more flexible -  ie some commonly agreed national indicators were agreed, e.g employment gap of immigrants.
Criteria for validation of OMC Indicators (2006)

1. Must capture essence of the problem/ have a clear, accepted normative value.

2. Must be robust and statistically validated

3. Must be responsive to policy intervention, but not subject to manipulation

4. Should provide a sufficient level of cross-country comparability

5. Should build on available data, be timely and able to be revised.

6. Be sufficiently comprehensive and cover all key dimensions of common objectives

7. Each of the four portfolios should be balanced

8. Each of the portfolios should enable a synthetic and transparent assessment of a country’s situation in relation to the common objectives

Key Areas for Improvement
The ISG recognized some key areas for improvement in the Social OMC indicators:

1. Increasing coverage:  more recently new indicators have been developed, relating to material deprivation, child well-being, homelessness etc.

2. Refining existing indicators: commitment to improving existing indicators.  ie taking account of the larger differences between countries in terms of living standards, in the context of the enlarged EU. 
3. Better disaggregation and recognition of specific groups:  children and older people rather than just age breakdowns. Although gender disaggregation is more systematically applied, the definitions are themselves often not ‘gender neutral’. ie the measurement of at risk of poverty assumes financial resources are equally divided amongst those in the household.

4. Improving statistical capacity: especially to produce more timely data.
5. Getting ownership from national governments: many MS are reluctant to use the Common Indicators, and prepare their National Reports without them.
6. Increasing reliability of national data: some concerns have been raised over capacity of some MS to produce reliable data.

3.  Europe 2020, the Poverty Target and Indicators explained
Introduction
In its proposals for the new Europe 2020 strategy issued in March 2010
, the European Commission suggested that there should be 5 headline targets to be achieved by 2020. At the March Spring Council, whilst EU leaders agreed that there should be a target on “promoting social inclusion, in particular through the reduction of poverty”, they could not agree on the appropriate indicator and target. The decision on the specific target and indicators was subject to a difficult internal debate and finally concluded in the European Council Meeting (Council Conclusions 17 June).
Compromise proposal – the current Europe 2020 Poverty Target

The target agreed by the European Council June 2010, consists of “promoting social inclusion, in particular through the reduction of poverty, by aiming to lift at least 20 million people out of risk of poverty and social exclusion’, by 2020.

The agreed compromise was based on a combination of three EU outcome indicators developed through the Social OMC common indicators:
· The at-risk of poverty rate (EU definition) 

· Severe Material Deprivation rate refers to the situation of people who cannot afford a number of necessities considered essential to live a decent life in Europe. (EU definition but stricter, requiring a lack of 4 key criteria, rather than the current 3)

· The percentage of people who live in jobless households ie households where none of the members aged 18-59 are working. 
NB: In 2011, this 3rd indicator was adapted to share of people living in households with very low work intensity

The finally agreed target is additive ie it measures whether a person is poor OR socially excluded according to any one of the above indicators, not poor AND socially excluded – ie People are counted within the target if they are income poor OR severely materially deprived OR with low work intensity, not a combination of these factors. Again as Robert Walker pointed out in his Peer Review discussion paper, this can cause confusion and lack of clarity. ‘’A person who happens to live in a household where nobody works, (a child of parents living off investments to take an extreme example) but who neither lacks income nor material resources is likely to have a very different life experience than a child living with unemployed parents who are income poor and materially deprived”. 
EU target - a step forward for poverty?

It was clear to EAPN and other actors, that the final agreement represented a rather unhappy compromise. See EAPN’s Press Releases (www.eapn.eu). As stated by Eric Marlier, Hugh Frazer and Ides Nicaise in their book: A Social Inclusion Roadmap for Europe (2010) “The level of ambition has decreased significantly compared with the Commission’s original proposal”
. So while the inclusion of 3 indicators has increased the target population of people considered poor from 80 million (at risk of poverty below the 60% threshold), to a new figure of around 115 million people, it also makes it statistically easier to reduce, as the focus is shifted away from relative poverty. EAPN’s tentative view was that the target did represent a step forward insofar as it provided for the first time concrete quantitative targets on poverty and embedded the priority of tackling poverty and social exclusion in the overarching economic strategy. However, EAPN was already concerned about the implementation.
Lack of ambition and comparability of National Targets

The next challenge was for each individual Member State to adopt one or several (sub) national targets, based on one or more of the agreed indicators to contribute together to the full EU target. Under the principal of subsidiarity, countries were left free to set the targets on the basis of what they consider to be the most appropriate indicator, given their national circumstance and priorities. These targets were agreed in bi-lateral meetings with the Commission and then presented as part of each Member States draft National Reform Programme in Mid-April. 
Disappointing progress on National Targets

However, the progress on the national targets has been very uneven, and largely disappointing. In 2011, the European Commission Progress Report
 highlighted that it was not possible to calculate the total number reached, because of ‘differences in national methodologies” arising from a lack of comparability of data and indicators. As Member States were allowed to choose which indictor they wanted (EU or national), less than 18 Member States drew on the agreed EU indicators. Several MS avoided the EU indicators all together (eg Germany – long-term unemployed; France - reduce the anchored risk of poverty rate; Sweden – reduction of the % of women and men who are not in the labour force (except full-time students, the long-term unemployed or those on long-term sick leave to well under 14%; UK – existing numerical targets of the 2010 Child Poverty Act) – leading to difficulties over comparability.
Shortfall on EU target whilst poverty increases

 The result of these difficulties and lack of ambition
 is that the total amount reached by adding up all the national targets is calculated by the Commission now to be 12 million, representing a shortfall of around 8 million on the EU target of 20 million. 
The impact on the poverty figures themselves is even more shocking. According to the latest Eurostat data
, instead of a progressive decline towards the EU target,  poverty has actually increased by nearly 2 million.
 It is clear that the poverty target is not working.
EAPN and the Poverty Target/Indicators debate
EAPN’s initial preference was to retain the focus on the ‘at risk of poverty’ indicator – the accepted and well-known EU relative poverty benchmark, and lobbied strongly for its retention at the heart of the poverty target. However, EAPN recognized the value-added of particularly material deprivation indicators, which better captured deprivation in access to resources and services, particularly important for New Member States and vulnerable/excluded groups. Intense discussions took place in the EAPN Social Inclusion Working Group during 2010 and 11, where it was cautiously agreed to back the 3 indicators, as a reflection of the multidimensionality of poverty, but to monitor closely the outcomes and impact on poverty. 
Peer Review on National Poverty Targets
In June 2011, EAPN presented its concerns in a Peer Review organized by Ireland. EAPN was represented by Paul Ginnell, EAPN Ireland.
In the paper, EAPN highlighted:

· Targets should reflect the complex, multi-dimensional nature of poverty and social exclusion and how these interact with inequality.
· All 3 indicators have weaknesses. The combination can be useful but needs separate monitoring of all three indicators with an equal % reduction and action to avoid gaming (deliberate choice of indicators to ensure a MS’s performance is seen as more positive ie choosing at risk of poverty when low or declining median household income levels) and creaming (targeting focus on people who are closest to the labour market and easiest to help).
· Sub-targets to reflect lifecycle and key vulnerable groups is important to ensure measures reach the groups most in need.

· Depth and duration of poverty, are also crucial indicators, as the longer and further below the poverty line a person is the more likely that they will stay there.
· Targets are only useful if they increase accountability, stimulate public debate and drive implementation - This will largely depend on the degree of ownership and active engagement of civil society.
· Targets need effective implementation through a wide range of policies, backed by adequate funding. The wider OMC indicators and Common Objectives are key together with effective, participative national reporting process involving people experiencing poverty.

· The Commission must ensure that targets and related policies represent a genuine commitment to make a real impact on people’s lives.

2011 and 2012 NRP Assessment

In November 2011, EAPN members assessed the targets and policy delivery in the first NRPs. The first 2011 NRP assessment
, showed that initial concerns were justified.
· Lack of ambition of the national poverty targets ( BE, BG, CZ, DK, DE, IE, LU, MT, NL, PL, PT, ES, UK),

· Lack of transparency over national choices of indicators, with suspicions of gaming and cherry-picking the indicator to get positive outcomes.
· Concerns over the lack of comparability of national choices undermining the credibility and effectiveness of the EU target 

· Narrowing of the concept of poverty, the loss of the full dashboard of Social OMC indicators capturing the multidimensionality of poverty, particularly growing inequalities.

· Need for sub-targets, particularly for children and older people, but also other key vulnerable groups, like Roma and the homeless.
Looking forward to the Mid-Term Review

In 2014, the Commission will review the poverty target and indicators, as part of the mid-term review of Europe 2020. During 2013, it will therefore be important for EAPN to clarify its views and arrive at a consensus on improvements that could be made. 
We set out initial EAPN demands and some key questions that we will want to explore during the session and in the coming year:
EAPN’s Current Position

1) Give the poverty target equal treatment to the other targets.
 If the three indicators are to be kept (at risk of poverty, severe material deprivation and low work intensity)
 at least agree a common % reduction on all 3 poverty or social exclusion indicators,  as with the other targets set through Europe 2020, permitting a fairer share of the burden.

2) Set specific sub-targets on key priority groups, in the context of the full set of OMC indicators.
3) Monitor implementation transparently, with an annual debate in Council and Parliament, and in the Annual Convention.

4) Ensure effective delivery through integrated anti-poverty strategies ensuring access to rights, resources and services and backed by EU funds.

Some Questions and Challenges
1) Is the current EU poverty target a useful instrument to drive policy change to reduce poverty? What would we change? What else is needed?
2) Are all 3 indicators used appropriate?  Do they undermine the commitment to a multidimensional vision of poverty, based on the full set of OMC indicators? 
3) Should the 3 indicators be used as an aggregate rather than addition? ie people in poverty and social exclusion (overlap between people with the 3 conditions)– 
4) How can you stop MS cherry-picking the indicator that shows them in the most positive light (gaming)? or focusing on the most easily helped (creaming). Should Member States be obliged to use the same common indicator/s – ie a percentage reduction in all 3 indicators?
5) Would sub-targets be useful? What groups and what indicator?
6) How can we get back a focus on the full range of OMC indicators – eg depth and intensity of poverty?
7) How can we ensure that MS deliver through effective integrated strategies, backed by EU funding, that make a concrete impact on people’s lives?
� Walker R: (2011): The setting of national poverty targets; Irelands consistent poverty measure – discussion paper for Peer Review 16-17 June 2011.


� EC (2012) Employment and Social Developments in Europe 2011.


Wilkinson R and Pickett K (2008) The Spirit Level: Why More Equal Societies 


Almost Always Do Better


� 


� EAPN (2011) Wealth, Inequality and Social Polarisation in the EU: EAPN Explainer 2


� EAPN (2009) Poverty and Inequality in the EU: EAPN Explainer 1 p.6 and 7 taken from voices of people experiencing poverty in the 5th European Meeting of People Experiencing Poverty in 2006.


� The Social Open Method of Coordination is a mutual feedback process of planning, monitoring, analysis, comparison and adjustment of national social inclusion policies on the basis of commonly agreed EU objectives.


� The Social Protection Committee (SPC) is the Advisory Committee to the Council of Ministers in areas relating to social protection and social inclusion, made up of national government representatives working in these areas.


� EC Communication (3.3.2010): Europe 20202: A strategy for smart, sustainable and inclusive growth.


� According to the EU definition, people at-risk-of-poverty are people living in a household whose total equivalised income is below 60% of the median national equivalised household income.


� Proportion of people living in households who cannot afford at least 3 (4) of the following 9 items: 1) coping with unexpected expenses; 2) one week annual holiday away from home, 3) avoiding arrears (in mortgage, rent or utility bills or hire purchase); 4) a meal with meat, chicken or fish every second day; 5) keeping the home adequately warm; 6) a washing machine; 7) a colour TV; 8) a telephone; 9) a car.


� People aged 0-59 living in households where the adults work less than 20% of their total work time potential during the previous 12 months.


� The original Commission proposal proposed a 25% reduction in at risk of poverty.


� Presented as part of the 2012 Annual Growth Survey


� EC (30.05.12) Communication: Action for Stability, Growth and Jobs.


� Data from 2010, refers to income and e mployment for 2009, with info on living conditions from 2010.


� EC ( March 2012): The social impact of the economic crisis and ongoing fiscal consolidation – 3rd Report of the Social Protection Committee (2011).


� EAPN (June 2011): EAPN stakeholder response: Peer Review on setting of national poverty targets (Ireland: 16-17 June 2011)


� EAPN (October 2011): Deliver Inclusive Growth – Put the heart back in Europe! – EAPN analysis of the 2011 NRP, Europe 2020.


� EAPN NRP Assessments: 2011 and 2012.


� Ie all the other Europe 2020 targets are fixed on one agreed EU indicator – eg employment rate, which all MS apply and use.


� Discussion was had over whether the 3 indicators were equally valid, but a compromise was reached that all 3 were valid, but only if monitored separately and with an equivalent % reduction in all MS.
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