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Abstract. During the late 2000s, European countries were affected by an economic crisis considered the 

most severe since the Second World War. Although the nature of the shock and its evolution were 

different across countries, the reactions of governments were quite similar. Indeed, governments 

implemented stimulus fiscal packages in the early stages of the crisis; nonetheless, the worsening of 

economic conditions plus the pressures coming from financial markets pushed them into a process of fiscal 

consolidation. This paper shows that these different policy reactions provoked important consequences for 

people’s living standards. If the increase in social transfers and the reduction of the tax burden partially 

compensated the drop in private income over the period 2008-2010, the implementation of the austerity 

packages amplified the negative consequences of the economic recessions. Moreover, the policies 

implemented by governments during the austerity period deepened inequality. In some countries – such as 

Estonia, Greece and Spain - the burden of the adjustment fell on the bottom of the distribution producing a 

deterioration of living conditions for the most vulnerable. Lastly, government interventions worsened the 

conditions of the poorest children in countries such as France and Hungary. 
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1. INTRODUCTION 

During the late 2000s, European countries were affected by an economic crisis considered the 

most severe since the Second World War. However, not all the countries were hit in the same way. 

Some of them – such as the Baltic countries, Hungary and Iceland – were affected early by the 

Financial Crisis; other countries – in the Mediterranean area for example – were more affected in a 

second stage during the so-called Sovereign Debt Crisis. But also the intensity of the economic 

recession was different across countries: for example, while GDP per capita in Lithuania dropped 

by nearly 14 points in 2009 and turned positive in 2010, GDP per capita in Spain recorded a less 

drastic drop in 2009 (-5 per cent) but remained negative in the following years. 

Despite these differences, policy reactions were quite similar. Almost all the governments 

introduced fiscal stimulus packages in the first phase of the crisis. Nonetheless, the persistence of 

bad economic conditions led to a drop in the countries’ revenues with a deterioration of their fiscal 

conditions. In addition, the pressure coming from the financial markets and the resurgence of an 

orthodox policy approach pushed many governments to introduce austerity measures since 2010. 

In particular, there was a growing consensus about the necessity of fiscal consolidation despite 

awareness of the possible negative impact on economic performance and social outcomes. Some 

governments preferred to increase taxes while others preferred to reduce public expenditure, also 

cutting benefits and services for children and their families. 

The aim of this paper is to analyse the impact of the different policy reactions of European 

governments to the recent economic crisis on income distribution and poverty, giving special 

attention to children. For this purpose we extracted data from the European Union Statistics on 

Income and Living Conditions (EU-SILC). This survey reports the necessary economic and social 

information at household and individual level for 30 European countries1 over the period 2008–

2012.2  The paper is organized in the following way: Section 2 describes the government reactions 

to the recent macroeconomic shock; Section 3 investigates the changes in income composition; 

Section 4 discusses the distributional consequences of these changes; Section 5 monitors the 

changes in poverty rates and government ability to support income for the poorest children; 

finally, Section 6 concludes.   

2. THE IMPACT OF THE CRISIS AND REACTIONS ACROSS EUROPEAN COUNTRIES 

As reported above, countries’ reactions were more or less similar even though they suffered 

different macroeconomic shocks. Indeed – when the Great Recession arrived – European countries 

introduced fiscal stimulus packages3 which lead to a sharp increase of public spending (Figure 1). 

Obviously, the fiscal effort differed across countries not only in relation to the intensity of the 

shock suffered but also with regard to their initial conditions. For example, public spending 

                                                                                                                                                                                     
1 In particular, the countries included in our analysis are: Austria, Belgium, Bulgaria, Cyprus, the Czech Republic, Denmark, Estonia, Finland, 
France, Germany, Greece, Hungary, Iceland, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, the Netherlands, Norway, Poland, Portugal, 
Romania, Slovakia, Slovenia, Spain, Sweden, Switzerland, the United Kingdom. 
2 We used data from different EU–SILC rounds and in particular 2008, 2009, 2010, 2011 and 2012. But it should be emphasized that for each 
year (t) the information on income refer to the previous year (t-1) with the exceptions of Ireland and the United Kingdom. 
3 “A detailed assessment of fiscal stimulus packages is not straightforward, because it is difficult to distinguish policy measures that were 
adopted in response to the crisis from others that were already planned or that would have been implemented in any case (e.g. public 
investments for reconstruction following natural disasters)” (UNCTAD, 2011: 42). 
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increased by more than 10 points in Ireland and Estonia while it rose by less than one point in 

Hungary and Malta (Figure 1). 

 

Figure 1 Change in public expenditure between 2007 and 2009 

 

Source: EUROSTAT 

 

Stimulus packages included measures with direct implications for families with children. As 

explained by Richardson (2010: 499): “the most commonly used direct intervention was to change 

the amounts paid in cash benefits”. Other countries such as Austria, France, Hungary and Italy, 

preferred to provide one-off payments to low-income families (Table 1). Furthermore, 

governments reformed school and childcare benefits as well as parental leave policies (Richardson, 

2010). In the majority of cases, these measures concerned programme extensions, such as, for 

example, maternity leave for Greek mothers working in the private sector (Table 1). Lastly, some 

countries preferred to implement tax measures. For example, tax reductions were introduced in 

the Czech Republic and France, while tax-breaks were increased in Estonia to help large families 

(Table 1).  
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Table 1. Selected stimulus measures with implications for children implemented by European 
countries 

COUNTRY POLICY MEASURE 

Austria One-off family allowance 

Higher tax-credit for childcare 

Czech Republic Temporary tax reduction for low-income families 

Estonia Increase in tax-breaks for families with 2 or more children 

France Reduction in the bottom tier income tax for families with children 

One-off increase in childcare vouchers/easier access to childcare benefit for lone 

parents 

Greece Extension of maternity leave for mothers working in the private sector 

Ireland Free preschool year  

Higher replacement rate in maternity leave 

Italy Family benefit: Lump-sum to low-income families; temporary increase in family 

allowance 

Birth grant: Temporary lump sum payment 

Luxembourg Childcare Provision: New voucher for children aged under 12 years 

Poland Increase in the child benefit amount 

Portugal Low-income education allowance extended to all income groups 

Spain Birth grant  

Sweden The amount of family benefits was increased for all eligible parents  

United Kingdom The amount of child benefits was increased  

Source: OECD (2012, 2014) 

However, the persistent poor economic situation and the fall in public revenue weakened the fiscal 

position in almost all countries. Excluding Norway, the average fiscal deficit was at around 6.5 per 

cent of GDP in 2009. The highest value was recorded by Greece (more than 15 per cent of GDP) 

followed by Ireland (close to 14 per cent of GDP), Portugal, Spain and the United Kingdom (more 

than 10 per cent).4  

The lack of sufficient fiscal space and the rapid debt accumulation pushed Europe into a new 

phase. In particular, the crisis evolved from the Financial Crisis to the Sovereign Debt Crisis. 

Countries that experienced more problems during this period were those highly indebted and 

those that experienced a large debt increase. Some of them suffered the most severe market 

pressures, i.e. Greece, Ireland, Italy, Portugal, and Spain. Indeed – while the credit default swap 

(CDS) value remained on average close to 100 basis points in 2010 – it increased up to 1000 basis 

points in Greece and up to 600 points in Ireland. For the other countries, Figure 2 shows that CDS 

value was close to 500 points in Portugal and more than 300 points in Spain, while the lowest value 

was recorded in Italy (238 basis points). 

                                                                                                                                                                                     
4 Data are from the World Economic Outlook (WEO) database April 2013. 
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Figure 2. Credit default swap premiums for government bonds with 5-year maturity 

 

Source: Aizenman et al, 2013.  
Notes: Euro countries are excluded from the OECD averages;  
Greece, Ireland, Italy, Portugal and Spain are excluded from the Euro averages. 

 

In the Eurozone in particular the lack of autonomy to handle the exchange rate, and the presence 

of interest rates close to zero, pushed governments to abandon the initial stimulus policies and to 

quickly embark on fiscal consolidation programmes. Indeed, “although the negative effects of fiscal 

tightening on GDP growth and employment were clear, it was believed that fiscal adjustment was 

inevitable to gain credibility with international markets and to reduce the negative impacts of high 

debt on economic performance” (Martorano et al, 2012: 9). 

Therefore, governments tried to respond to the worsening of fiscal conditions introducing several 

measures. A substantial number of them increased indirect taxation (especially the VAT rate), 

while few countries focused on direct taxation. One of the most noticeable cases was Iceland, 

which switched from a flat taxation to a progressive one in order to promote the process of fiscal 

consolidation (Martorano, 2014). Yet – also during this phase – the most common responses were 

based on the spending side. As a result – between 2009 and 2011 – public expenditure decreased 

in all the European countries with the exclusion only of Slovenia (Figure 3). The most important 

cuts were introduced by Baltic countries. In particular, public spending dropped by more than 6 

percentage points in Estonia and Lithuania, while it decreased by more than 5 percentage points in 

Latvia (Figure 3). 
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Figure 3. Change in public expenditure between 2009 and 2011 

 

Source: EUROSTAT 

Considering the changes in public expenditure composition, social protection expenditure was one 

of the most vulnerable outlays. In particular, around 50 per cent of countries considered social 

protection spending less of a priority with respect to other expenditures5 (Figure 4). Within social 

spending, the majority of countries cut outlays on families and children more than others (Figure 5). 

Figure 4. Percentage of countries that 
considered the following expenditures less of a 
priority with respect to other expenditures 

Figure 5. Percentage of countries that considered 
the following expenditures less of a priority with 
respect to other social expenditures 

  

Source: EUROSTAT  

                                                                                                                                                                                     
5 In particular, this means that the share of this expenditure decreased more than the average value.  
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During this phase, therefore, some of the measures included in the consolidation plans have had 

direct implications on child well-being. Some countries abolished those measures implemented at 

the beginning of the crisis, e.g. Greece and Spain. However, the most common policy intervention 

was the reduction of family or child benefits (Table 2). Lastly, “a number of countries have simply 

frozen benefits and/or tightened eligibility conditions (e.g. Australia, Greece, Hungary, the 

Netherlands and the United Kingdom), while others, like the Czech Republic and Estonia, have 

capped or cut birth-related benefits or reduced the generosity of their parental leave policies” 

(OECD, 2014: 47). 

Table 2. Selected austerity measures with implications for children implemented by European 
countries 

COUNTRY POLICY MEASURE 

Austria Reduction of family benefits 

Czech Republic Social allowance abolished/parental allowances reduced 

Birth grants more restrictive and less generous 

Denmark An overall reduction in the rates for child benefits of 5% 

Estonia Parents are no longer eligible for family allowance while receiving paid parental leave 

Finland Concerning child benefits, suppression of inflation adjustments (2013-15) 

France Reduction of family benefits 

Greece Benefits for large families (3 or more children) abolished 

Hungary Temporary freeze on universal family allowance 

Ireland Child benefit: restricted age range and lower benefit 

Portugal Reversals of education allowance extension 

Income ceiling lowered; More frequent assessments to reduce overpayments. 

Slovenia Reduction of the parental benefit for child care and nursing, selective reduction of 

child benefits, means-tested subsidies to pupils and students 

Spain Birth grant abolished 

United Kingdom Child benefit: Income ceiling for benefit receipt introduced 

Tax credits: Work requirement for couples with children increased 

Tax credits: Disregards for income changes made stricter 

Birth grant: “Health during pregnancy” grant abolished 

Child Care: Child-care elements of tax credits cut to 70% of cost 
Source: OECD (2012, 2014) 

 

3. THE IMPACT OF THE CRISIS AND ITS CONSEQUENCES ON INCOME COMPOSITION  

To understand the impact of the crisis and subsequent government reactions on people’s well-

being, this section develops a detailed analysis of the patterns in the different components of 

income.6 For this purpose, income is decomposed in three main parts, namely private income,7 

                                                                                                                                                                                     
6 In our analysis, income is equivalised using the modified-OECD equivalence scale. “This equivalent scale gives a score of 1 to the household 
head. Each of the other household members aged 14 and more receives a score of 0.5, while each child with age less than 14 receives a 
score of 0.3. The sum of the individual scores gives the equivalent household size” (Bradshaw et al., 2012: 4). 
7 This includes market income plus regular inter-household cash transfers. 



 12 

social transfers and direct taxes. Then each income share is computed as the ratio of the specific 

income component of disposable income.  

The economic crisis produced important shocks to the incomes generated from the markets which 

were partially compensated by the social protection system already in existence or by the 

introduction ex-novo of public policy measures. Moreover – as usually happens during economic 

recessions – the amount of taxes paid decreased as a result not only of the policy changes but also 

of falling incomes. Overall, the drop in private income was partially compensated by the increase in 

the share of social transfers (2.6 percentage points) and a decrease in direct taxes (0.6 percentage 

points) (Figure 6). 

Figure 6. Changes in income composition over the period 2008–2012 

 

Source: Author’s calculations based on EU SILC data.  
Notes: For Belgium and Ireland data refer to the period 2008–2011. 

 

Moving to country level data, we see that in the majority of cases there was an increase in the 

shares of taxes and social transfers. In more than one out of three countries – i.e. Austria, Belgium, 

Bulgaria, Denmark, Finland, Lithuania, Slovakia, Slovenia, Spain, Sweden, the United Kingdom – the 

share of social transfers increased while that of direct taxes decreased. In three countries – i.e. the 

Czech Republic, Hungary, Poland – the share of social transfers and of direct taxes on disposable 

income decreased, while only in two countries – France and Romania – was an increase in tax 

share associated with a reduction in the share of social transfers (Table 3). 
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Table 3. Changes in income composition for households with children in European countries over 
the period 2008-2012 

 increased social transfers reduced social transfers 

increased taxes 

Cyprus, Estonia , Germany, Greece,  
Ireland, Iceland, Italy, Latvia, Luxemburg, 
Malta, the Netherlands, Norway, Portugal, 
Switzerland 

France and Romania 

reduced taxes 
Austria, Belgium, Bulgaria, Denmark, 
Finland, Lithuania, Slovakia, Slovenia, 
Spain, Sweden, the United Kingdom 

the Czech Republic,  Hungary, Poland 

Source: Author’s calculations based on EU SILC data.  
Notes: For Belgium and Ireland data refer to the period 2008–2011. 
 

Yet – as explained above – policy responses appear to have occurred in two stages. Indeed, 

governments implemented specific measures as part of their stimulus packages to tackle the social 

consequences of the crisis. As a result, the share of social transfers increased by 2.21 points over 

the period 2008–2010 (Table 4). Indeed, it increased in all the countries excluding the Czech 

Republic, Poland, Romania and Sweden. The highest positive variation was recorded in Iceland, 

Ireland and the Baltic countries also because of the sharp drop in disposable income. In particular, 

the share of social transfers increased by nearly 9 points in Ireland and Latvia, by about 7 points in 

Lithuania and Iceland and by more than 5 points in Estonia. On the other hand, Table 4 reports that 

the tax share dropped by nearly one percentage point over the period 2008–2010. Indeed, the 

majority of the countries recorded a decrease in the tax share excluding Cyprus, Germany, Ireland, 

Lithuania, the Netherlands, Norway and Romania.  

With the implementation of the first measures of austerity, the share of social transfers as well as 

that of taxes remained stable. Table 4 illustrates that the latter decreased in half of the countries 

while the former increased in 21 countries. Finally, it is interesting to observe that in more than 

one out of three countries – Estonia, Germany, France, Iceland, Italy, Latvia, Malta, Norway, 

Poland, Romania and Slovakia – a reduction in the share of social transfers was associated with an 

increase in the share of taxes (Table 4). 
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Table 4. Income composition changes for households with children in 30 European countries,  
over the period 2008–2010 and 2010–2012 
 

  
2008 – 2010 2010 – 2012 

(Fiscal stimulus ) (Early stage of fiscal consolidation ) 

  taxes  social transfers taxes social transfers 

AT -1.21 0.61 -1.51 -0.49 

BE -0.98 0.33   

BG -3.97 1.15 3.77 1.90 

CH -0.13 0.64 0.99 0.01 

CY 0.74 1.05 0.97 0.53 

CZ -3.32 -1.00 -0.04 0.28 

DE 0.10 1.44 1.44 -1.35 

DK -2.01 0.85 0.01 1.58 

EE -1.85 5.27 2.47 -0.68 

EL -0.87 1.52 3.80 4.67 

ES -1.21 4.80 0.19 3.00 

FI -1.93 1.41 0.05 0.14 

FR -0.95 1.16 1.26 -1.27 

HU -0.13 0.17 -4.94 -2.30 

IE 1.72 8.83   

IS -0.55 7.47 0.59 -0.19 

IT -0.19 0.57 0.33 -0.02 

LT 0.98 7.72 -3.54 0.98 

LU -0.23 2.97 1.07 0.59 

LV -0.74 9.14 1.98 -0.46 

MT -0.31 2.54 0.90 -0.32 

NL 2.04 0.99 0.63 1.26 

NO 0.04 0.54 0.61 -0.31 

PL -2.39 -1.06 0.42 -0.51 

PT -1.22 2.67 2.49 1.03 

RO 1.09 -0.25 0.49 -0.32 

SE -2.50 -0.84 -2.10 1.77 

SI -0.45 1.38 -0.09 1.53 

SK -5.69 1.10 1.01 -0.93 

UK -2.25 3.00 -2.36 -0.03 

Average -0.95 2.21 0.35 0.37 

N. of countries  
where taxes decreased  
or transfers increased 

23 26 7 14 

Source: Author’s calculations based on EU SILC data. 
Notes: For Belgium and Ireland data refer to the period 2008–2011. 
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4.  DISTRIBUTIONAL CHANGES DURING THE CRISIS 

Looking at the redistributive consequences of crisis, it is possible to observe that the Gini index 

kept stable. In particular, Figure 7 shows that inequality increased in half of the countries. The Gini 

index rose by more than three points in Denmark and Spain while it dropped by more than two 

points in Bulgaria, Iceland, the Netherlands, Norway, Romania and Switzerland (Figure 7).  

Figure 7. Gini index level in 2008 and 2012 

 

Source: Author’s calculations based on EU SILC data.  
Notes: For Belgium and Ireland data refer to the period 2008–2011. 

 

However, to understand the role of government reactions as well as that of market forces it is 

necessary to develop a more detailed analysis. For this purpose, the methodology developed by 

Azevedo et al (2013) provides us with the possibility to discern the specific contribution of social 

transfers and taxes to the change of income inequality.  

In particular, for simplicity’s sake, income is be decomposed on three main components: private 

income (yM), social transfers (yS) and taxes (yT). Formally, we have: 

𝑌𝑖𝑡 = 𝑦𝑖𝑡
𝑀 + 𝑦𝑖𝑡

𝑆 − 𝑦𝑖𝑡
𝑇          (1) 

 
Inequality being a function of overall income distribution, it is also affected by the distribution of 

the main income components: 

𝐺𝑖𝑛𝑖 =  𝛷 {𝐹[𝑌(𝑦𝑀, 𝑦𝑆, 𝑦𝑇)]}        (2) 

 
Thus, Azevedo et al (2013: 7) suggest constructing “counterfactual distributions for period 1 by 

substituting the observed level of the indicators in period 0, one at a time”. For example, to 

measure the impact of the inequality changes due to the changes in taxation, we would substitute 

the value of taxes at period 1 with the observed value in period 0. Therefore, we will have a value 

of Gini modified (𝐺𝑖𝑛𝑖̅̅ ̅̅ ̅̅ ) expressed as: 
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𝐺𝑖𝑛𝑖 =  𝛷 {𝐹 [𝑌 (𝑦𝑀, 𝑦𝑆, 𝑦𝑇)]}        (3) 

 

where 𝑦𝑇 is the value of 𝑦𝑇 in period 0. As a result, the contribution of taxation to the variation of 

Gini index is given by a simple difference between the value of Gini modified (𝐺𝑖𝑛𝑖̅̅ ̅̅ ̅̅ ) and the 

observed value of Gini in period 1. Following the same procedure for market income and social 

transfers, we can obtain the contribution of each component to the change of Gini over time. 

One of the most important advantages is that the methodology suggested by Azevedo et al (2013) 

presents few data requirements. At the same time, it has some limitations such as the equilibrium-

inconsistency of the counterfactual distribution. As explained by Azevedo et al (2013: 10), “since 

we are modifying only one element at a time, the counterfactuals are not the result of an 

economic equilibrium, but rather a fictitious exercise in which we assume that we can in fact 

modify one factor at a time and keep everything else constant”. 

Figure 8 shows the results for 30 European countries over the period 2008–2012. As expected, the 

changes in the market conditions pushed inequality up in the majority of the countries. 

Nonetheless, there were a substantial number of countries where these changes affected the top 

of the distribution more, provoking a reduction of income inequality – i.e. Bulgaria, the Czech 

Republic, Estonia, Germany, Greece, Iceland, Malta, the Netherlands, Norway, Poland and Slovakia.  

Looking at the changes in social transfers, Figure 8 shows that they contributed to reduce 

inequality in half of the countries. Yet they worsened income distribution in the group of countries 

that experienced the highest increase in the Gini coefficient, i.e. in Cyprus, Denmark and Spain as 

well as in Austria, Estonia, Greece, Italy, Slovakia and Sweden (Figure 8). Also tax changes 

contributed to reduce inequality in more than half of the countries. Excluding Poland, Figure 8 

illustrates that these changes played a crucial role in reducing inequality especially among the 

countries that recorded distributional improvements. 

Figure 8. Contribution of income components to Gini index changes in 30 European countries over 
the period 2008–2012 

 

Source: Author’s calculations based on EU SILC data.  
Notes: For Belgium and Ireland data refer to the period 2008–2011. 
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Still – as explained above – policy responses appear to have occurred in two stages. Table 5 reports 

detailed information for each country over the stimulus (2008–2010) and early austerity period 

(2010–2012). In the first period, inequality rose in 12 out of 30 countries. Gini increased by more 

than two points in Lithuania, Slovakia and Spain, while it decreased by about three points in 

Bulgaria and Romania (Table 5). In the second period, Gini increased in about half of the countries. 

It increased by nearly three points in Hungary and by more than one point in Austria, Denmark, 

Estonia, Greece and Sweden (Table 5). In contrast, inequality decreased by about five points in 

Lithuania and by nearly two points in Iceland (Table 5).  

Looking at the different components, as expected, changes in private income increased inequality. 

The negative distributional consequences related to the changes in the labour market were more 

evident in the first period since inequality worsened in about two out of three countries (Table 5). 

This effect was partially compensated by changes in social transfers and taxes. As can be seen in 

Table 5, those in the former component promoted an income redistribution in 21 countries, while 

changes in taxes contributed to reduce income inequality in 18 of them.   

The situation was slightly different in the second period (2010–2012). While the changes in market 

conditions continued to widen the income distribution, government interventions became less 

redistributive. Table 5 illustrates that social transfers led to a worsening in income distribution in 

about two out of three countries. The worst results were recorded by Portugal where the social 

transfers contribution to the increase in Gini was about 1.4 points (Table 5). On the other hand, tax 

changes increased Gini in seven out of 30. The largest positive contribution was recorded by 

Hungary (+1.8 points) while one of the most negative was recorded by Iceland (-1.8 points).8 

Moreover, Table 5 shows that in some countries such as Denmark, Estonia, Greece, Hungary, the 

Netherlands and Poland both social transfers and taxation contributed to a worsening in income 

distribution signaling that for some of them the government measures of adjustment were 

regressive and disproportionately affected the bottom of the distribution. 

 

 

 

 

 

 

 

 

 

 

                                                                                                                                                                                     
8 Indeed, these two countries followed two opposite strategies of fiscal consolidation (Martorano, 2014). 
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Table 5. Contribution of income components to Gini index changes in 30 European countries over 
the periods 2008–2010 and 2010–2012 

  2008-2010    2010-2012   

  
Private 
income 

Social 
transfers 

Taxes 
overall 
change 

Private 
income 

Social 
transfers 

Taxes 
overall 
change 

         

AT 0.006 -0.006 0.000 -0.001 0.015 0.007 -0.004 0.018 

BE -0.002 -0.004 -0.004 -0.009 0.010 -0.007 -0.005 -0.002 

BG -0.009 -0.013 -0.005 -0.027 0.000 0.007 -0.003 0.004 

CH 0.002 -0.017 -0.009 -0.024 0.010 -0.007 -0.010 -0.007 

CY 0.008 0.002 0.001 0.011 0.012 0.005 -0.007 0.009 

CZ -0.006 0.002 0.006 0.002 -0.005 0.005 0.000 0.000 

DE 0.003 -0.006 -0.007 -0.010 -0.004 0.000 -0.004 -0.008 

DK 0.013 0.000 0.006 0.018 0.006 0.005 0.001 0.012 

EE -0.001 0.002 0.002 0.003 -0.001 0.008 0.005 0.012 

EL 0.001 -0.006 -0.002 -0.006 -0.002 0.007 0.009 0.014 

ES 0.019 0.000 0.006 0.025 0.006 0.002 -0.001 0.007 

FI 0.001 -0.006 -0.004 -0.009 0.012 0.001 -0.003 0.010 

FR 0.005 -0.003 -0.002 0.000 0.011 0.002 -0.007 0.006 

HU -0.003 -0.004 -0.004 -0.011 0.007 0.004 0.018 0.029 

IE 0.008 0.002 -0.002 0.008 0.005 -0.007 -0.007 -0.009 

IS -0.034 0.013 0.006 -0.015 0.012 -0.012 -0.018 -0.018 

IT 0.002 -0.001 0.000 0.001 0.005 0.006 -0.002 0.009 

LT 0.009 0.015 0.005 0.029 0.004 -0.032 -0.020 -0.049 

LU 0.003 -0.005 0.003 0.002 0.006 0.000 -0.005 0.002 

LV 0.004 -0.005 -0.015 -0.016 -0.004 0.002 0.000 -0.002 

MT -0.003 0.004 0.005 0.005 0.000 -0.003 -0.009 -0.011 

NL -0.012 -0.008 -0.001 -0.021 -0.004 0.001 0.002 -0.001 

NO -0.002 -0.009 -0.004 -0.015 -0.003 0.002 -0.008 -0.009 

PL -0.002 -0.003 -0.003 -0.009 -0.007 0.003 0.003 -0.002 

PT 0.003 -0.016 -0.008 -0.021 -0.002 0.014 -0.003 0.009 

RO 0.002 0.003 -0.031 -0.027 0.001 0.011 -0.011 0.001 

SE 0.001 -0.001 0.001 0.000 0.009 0.003 0.000 0.012 

SI 0.004 -0.002 0.002 0.004 0.000 0.000 -0.001 -0.001 

SK -0.001 0.004 0.019 0.022 -0.007 -0.003 0.004 -0.006 

UK 0.002 -0.005 -0.006 -0.009 0.022 -0.005 -0.015 0.002 

                  

Average 0.001 -0.002 -0.002 -0.003 0.004 0.001 -0.003 0.001 

N of 
countries 
positive 
contribution 

19 9 12 12 17 19 7 16 

Source: Author’s calculations based on EU SILC data.  
Notes: For Belgium and Ireland data refer to the period 2008–2011. Blue indicates a worsening of income distribution. 
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5. POVERTY CHANGES AND ABILITY OF THE GOVERNMENT TO SUPPORT CHILDREN’S LIVING 
CONDITIONS 

Finally, our paper monitors the changes in poverty rates and the government ability to support 

income for the most vulnerable groups.9 As in Natali et al (2014), poverty is computed using a 

poverty line fixed for each country at 60 per cent of the median national equivalised disposable 

income and anchored in 2008.  

 

Figure 9 shows that children were more affected than others during the recent economic crisis. 

While overall poverty rose on average by 1.9 points between 2008 and 2012, child poverty 

increased on average by 2.7 points. In particular, child poverty increased in 18 out of 30 countries. 

Obviously, it increased more in countries that experienced a larger drop in disposable income such 

as Greece, Iceland, Ireland, Italy, Luxembourg, Spain and the Baltics (Figure 9). On the other hand, 

child poverty fell in Austria, Belgium and Switzerland as well as in some Central and Eastern 

European countries (the Czech Republic, Poland, Romania and Slovakia) and some Scandinavian 

countries (Finland, Norway and Sweden) (Figure 9). 

 

Figure 9. Child poverty in 30 European countries, 2008 and 2012 

 

Source: Author’s calculations based on EU SILC data.  
Notes: For Belgium and Ireland data refer to the period 2008–2011. 
 

Nonetheless, these results do not provide any insight in terms of the relative contributions of the 

market and of government policies to the changes in child poverty rates. A possible indication of 

the effectiveness of government policy in protecting poor children is expressed by the difference 

between child poverty rates before ( 𝑝𝑏𝑡) and after social transfers ( 𝑝𝑎𝑡):  

𝑟𝑡 = 𝑝𝑏𝑡 − 𝑝𝑎𝑡         (4) 
 

 

                                                                                                                                                                                     
9 Children are considered as individuals aged less than 18 years old. 

-0.10

-0.05

0.00

0.05

0.10

0.15

0.20

0.25

PL SK NO CH FI RO AT CZ SE BE DE MT BG PT NL DK SI UK CY HU FR EE IT LU IE ES LT LV EL IS

child poverty overall poverty



 20 

Figure 10 shows that in 2008 child poverty levels after social transfers dropped by more than 30 

percentage points in Hungary and by less than 10 points in Greece, Italy and Spain. Results were 

different in 2012 due to the different government responses to cope with the crisis. For example, 

government policy action became more redistributive in Ireland. While child poverty after social 

transfers decreased by 24 points in 2008, it dropped by nearly 30 points in 2011 (Figure 10). 

Figure 10. Child poverty before and after government interventions in 2008 and 2012 

 

Source: Author’s calculations based on EU SILC data.  
Notes: For Belgium and Ireland data refer to the period 2008–2011. Blue indicates a worsening of income distribution. Countries are 
ranked according to their ability to reduce the child poverty rate in 2012. 
 
 

Therefore, we can evaluate how government crisis responses affected countries’ capacities to 

protect poor children by comparing the changes in child poverty reductions after government 

interventions between 2008 and 2012. For this purpose, we carry out a simple difference in 

differences (DiD) analysis:  

𝑟𝑡 − 𝑟𝑡−1 = (𝑝𝑏𝑡 − 𝑝𝑎𝑡) − (𝑝𝑏𝑡−1 − 𝑝𝑎𝑡−1)      (5) 

 
where 𝑟 indicates the effectiveness of government policies in protecting poor children; 𝑝𝑏  and 

𝑝𝑎  refer respectively to child poverty rates before and after social transfers; t and t-1 refer to 

2012 and 2008. 

Figure 11 illustrates that the effectiveness of governments to protect children increased in the 

majority of the countries. The biggest positive variations were recorded by Iceland, Ireland, 

Lithuania, Luxembourg and the United Kingdom. On the other hand, the Czech Republic, France, 

Hungary, Slovakia and Sweden were among the worst performers (Figure 11).   
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Figure 11. Changes in child poverty reductions after government interventions, over the period 
2008–2012 

 
 

Source: Author’s calculations based on EU SILC data.  

Notes: For Belgium and Ireland data refer to the period 2008–2011.  

 
However, these results conceal the different behaviours assumed by European policy makers over 

the recent economic crisis. Indeed, the measures implemented by the government during the so-

called stimulus period (2008–2010) increased the ability to reduce child poverty in the vast 

majority of countries. Austria, the Czech Republic, France, Germany, Hungary, Norway, Poland, 

Slovakia and Sweden recorded a negative performance while the ability to reduce child poverty 

kept stable in Belgium, Finland, Italy, Malta and Romania (Table 6). However, it is necessary to 

highlight that the majority of these countries were those least affected by the crisis (Natali et al, 

2014). 

Nonetheless, there has been a reversal in this pattern between 2010 and 2012. As can be seen in 

Table 6, the index proxying the ability of governments to reduce child poverty was negative and 

close to 1 point. Indeed, it decreased in the vast majority of the countries with only the exception 

of some countries that performed badly in the first period such as Austria, the Czech Republic, 

Norway, Poland plus Finland, Malta and the United Kingdom. In contrast, France, Hungary, Slovakia 

and Sweden continued to record negative values.  

Finally, it is interesting to observe that in about 75 per cent of countries where child poverty 

increased, the ability of governments to support the poorest households with children decreased. 

All in all, it is possible to argue that not only did the crisis affect the most vulnerable but also that 

the policy implemented by European countries contributed to worsening children’s living 

conditions. 
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Table 6. Changes in child poverty reductions in terms of gap after government interventions, over 
the period 2008–2010 and 2010–2012 

  

 2008-2010 2010-2012 

   

AT -0.58 0.68 

BE -0.12 1.58 

BG 0.55 -0.01 

CH 0.67 -1.34 

CY 1.29 -1.05 

CZ -5.06 0.86 

DE -0.51 0.14 

DK 0.70 0.35 

EE 4.38 -3.36 

EL 1.70 -1.34 

ES 3.20 -1.05 

FI 0.38 1.07 

FR -1.07 -3.19 

HU -1.69 -5.69 

IE 6.13 -1.03 

IS 7.80 -2.16 

IT 0.47 -1.15 

LT 9.14 -4.70 

LU 7.56 -0.27 

LV 3.20 -2.42 

MT 0.19 1.27 

NL 0.91 -0.97 

NO -2.15 0.66 

PL -1.42 0.91 

PT 2.70 -1.16 

RO -0.44 0.22 

SE -3.99 -1.48 

SI 0.58 -1.17 

SK -3.26 -1.06 

UK 4.59 1.83 

   

average 1.20 -0.83 

No. of countries where DiD 
decreased 

11 19 

Source: Author’s calculations based on EU SILC data.  
Notes: For Belgium and Ireland data refer to the period 2008–2011. Blue indicates a worsening of the ability of governments to reduce 
child poverty.  
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6. CONCLUSION 

The recent macroeconomic shock affected European countries in different ways. Nonetheless, 

their governments reacted similarly. While in the early stages (2008-2010), they implemented 

stimulus fiscal packages, the worsening of economic conditions plus the pressures coming from 

financial markets pushed governments into a process of fiscal consolidation. 

 

These reactions provoked important consequences on people’s living standards. If the increase in 

social transfers and the reduction of the tax burden partially compensated the drop in private 

income over the period 2008–2010, the implementation of the austerity packages amplified the 

negative consequences of the economic recessions.  

 

In addition, the switch from a stimulus to consolidation policy stance generated important 

redistributive consequences. While in the first period inequality kept stable, the policies 

implemented by governments during the austerity period widened inequality. In some countries, 

such as Estonia, Greece and Spain, the burden of the adjustment fell on the bottom of the 

distribution producing a deterioration of living conditions for the most vulnerable groups. 

Furthermore, government interventions worsened the conditions of the poorest children in 

countries such as France and Hungary.  

 

Nonetheless, our analysis is limited by the fact that no data are yet available after 2012 – i.e. 2011 

income year. However, it is evident that the more recent policies implemented by European 

countries continue to worsen living conditions for their population, following the same line of the 

first austerity measures. Indeed, many governments continue to consolidate their fiscal position 

through further rationalization in their social protection system.  

 

Although the need to adjust is undeniable for some European economies, the way in which they 

operate is sometimes less justifiable. Irrational cuts in social as well as education and health 

spending are detrimental not only for the present but especially for the future generations. 

Moreover, past experiences show that the fiscal consolidation could become an illusion when 

austerity is pushed to extremes with negative economic consequences in the long run (Jolly et al., 

2012). All in all, a return to “a more people-sensitive approach to adjustment” (Cornia et al, 1987: 

3) is necessary in order to ensure that policies implemented to cope with the negative 

consequences of the crisis safeguard people’s living conditions and especially those of children.  
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ANNEX A. COUNTRY ABBREVIATIONS 

Austria AT 

Belgium BE 

Bulgaria BG 

Cyprus CY 

Czech Republic CZ 

Denmark DK 

Estornia EE 

Finland FI 

France FR 

Germany DE 

Greece EL 

Hungary HU 

Iceland IS 

Ireland IE 

Italy IT 

Latvia LV 

Lithuania LT 

Luxemburg LU 

Malta MT 

Netherlands NL 

Norway NO 

Poland PL 

Portugal PT 

Romania RO 

Slovakia SK 

Slovenia SI 

Spain ES 

Sweden SE 

Switzerland CH 

United Kingdom UK 

 

 

 

 


