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Abstract

We studied the development, profile, and income mobility among individuals in in-work
poverty in Sweden over a period of 30 years using data covering the entire population
on a yearly basis from 1987 to 2016. By introducing a more solid work requirement that
stretches over more time than the frequently used ‘seven-month rule’, we make sure that the
in-work poor person in our study is mainly working. Our results show that the profile has
changed: in 1987, the typical in-work poor person was a native-born single woman, but in
2016, they were a married man born outside of Sweden. When modelling income mobility
over two 5-year periods, our results show that changes in household composition explain
both upward and downward mobility and that it has become harder to change income posi-
tion. Interpreting the results on a structural level, two conclusions can be drawn. As in-
work poverty is no longer female-dominated, the Swedish policy for gender equality has
been successful. As it is now closely connected with immigration status, the integration of
immigrants into the labour market must improve.

Keywords In-work poverty - Income profile - Income mobility - Longitudinal study -
Sweden

1 Introduction

In the ongoing debate on minimum wages, integration, and ways into the labour market,
changing wage levels are often presented as a solution to unemployment and exclusion. To
avoid in-work poverty, the European Parliament has highlighted the importance of a decent
income, including a decent wage, and states:
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Workers have the right to fair wages that provide for a decent standard of living.
Adequate minimum wages shall be ensured, in a way that provides for the satisfac-
tion of the needs of the worker and his / her family in the light of national economic
and social conditions, whilst safeguarding access to employment and incentives to
seek work. In-work poverty shall be prevented. (European Commission, 2017, Chap-
ter II: Article 6).

How to decrease in-work poverty by means of political measures and new policies is on
the political agenda nowadays (Eurofound, 2021; Pefia-Casas et al., 2019; U.S. Bureau of
Labor Statistics, 2020). In-work poverty is, of course, not a constant status—it may change
according to different demographic drivers, such as the number of children in a household,
and being a single parent (Andress & Lohmann, 2008; Hick & Lanau, 2018). One of the
most highlighted aspects in this context is the situation for migrants, and the results of sev-
eral studies have shown that non-EU citizens in particular are facing in-work poverty to a
higher degree than EU-native-born citizens (Branyiczki, 2015; Crettaz, 2018; Lohmann &
Marx, 2018).

In-work poverty is a bi-dimensional construct, as it refers to both the household level
and the individual level. When measuring the extent of in-work poverty, there are some
generally agreed indicators at the EU level (Bardone & Guio, 2005). The individual house-
hold’s disposable income has to be equal to or less than the relative poverty line, which is
defined as an equivalent disposable income equal to or below 60% of the median equiva-
lent disposable income. The poverty line for the household is thus established.

How to define who is counted as being in in-work poverty involves defining a ‘working
threshold’, and there is an ongoing discussion where different definitions are used (see,
e.g., Jansson & Brostrom, 2020; Lohmann, 2018). The main interest is in how to define the
minimum amount of work that should be used to determine a working threshold which—
together with the poverty line—should be used to define and measure the size of the popu-
lation that can be considered as being in in-work poverty. In 2005, Eurostat introduced the
definition of an in-work poverty line that is most frequently used at the EU level nowadays
(Bardone & Guio, 2005). This definition refers to individuals who have worked mainly
during the reference year (i.e. employed or self-employed) and whose household equivalent
income is below 60% of the country’s median equivalent income. The definition of being
in work was set as 7 out of 12 months of the year. This ‘seven-month rule’ is used exten-
sively, especially in studies conducted since 2005 (Eurostat, 2010; Lohmann, 2018; Marx
& Nolan, 2012; Torsney, 2013). The Eurostat definition does not, however, specify this
‘seven-month rule’ of work in terms of work intensity and/or hourly wage and is, in our
opinion, constructed in such a way that the requirement to be considered as working is very
low. We argue that it will lead to a bias, as it includes, for example, precarious workers
who frequently exit and enter the labour market and students who work part-time during
semesters and holidays. The mobility in the group will then be overestimated. The number
and composition of the in-work poor will be misleading and seen as a temporary problem
for mainly young people. By introducing a more solid work requirement that stretches over
more time than this ‘seven-month rule’, and the use of the concept of earned income, we
ensure that the in-work poor person in our study is mainly working.

Although research about in-work poverty has grown substantially over recent dec-
ades, there is a lack of longitudinal analysis, which is important for understanding its
duration and persistence. If in-work poverty is just a transitory, temporal phenomenon,
or if individuals remain in in-work poverty and if so—why do they stay in in-work
poverty? Research findings often conclude that low income is only a temporary stage
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for the individual or household at the beginning of a person’s working life. Due to
these assumptions, studies on the development of and changes in the characteristics of
the in-work poor and their possibilities for income mobility are lacking. To our knowl-
edge, there are just a few longitudinal studies of household panels (Cappellari & Jen-
kins, 2008; Clark & Kanellopoulos, 2013; Hick & Lanau, 2018; Riphahn & Schnit-
zlein, 2016).

This study focuses on in-work poverty in Sweden over a time span of 30 years, from
1987 to 2016. The Swedish labour market is often portrayed as stable for those who
have a regular job since they are well protected through collective agreements. Ear-
lier studies about in-work poverty in Sweden have used sample data (household pan-
els) and have considered shorter periods than ours (e.g. Hallerod & Larsson, 2010;
Hallerod et al., 2015). In other studies, women and migrants have been found to have
an increased risk of being in in-work poverty (Lohmann & Marx, 2018). We investi-
gated whether there is a similar pattern for Sweden.

The aim of this article is twofold. Firstly, it focuses on how in-work poverty has
developed in Sweden over a 30-year period, from 1987 to 2016. By using a more solid
work requirement, we investigate the extent of in-work poverty and the demographic
profile of the in-work poor and answer the following questions: how has in-work pov-
erty changed according to age, gender, level of education, civil status, and country
of birth? What differences between individuals in in-work poverty of the same age,
gender, and so on, can be observed between the start (1987) and end (2016) years?
By using a data set that includes the total population (yearly) in Sweden for such a
long period, we are able to reveal the profile and dynamics of income mobility among
individuals who actually are in in-work poverty and how they have changed during the
studied period.

Secondly, the article focuses on income mobility, that is, the intragenerational
income mobility among individuals in in-work poverty, by investigating mobility
according to three different outcomes: who stays in in-work poverty, who obtains an
increased income, and who obtains a decreased income. In addition, we investigate the
extent to which mobility is connected to and explained by life cycle changes. By exam-
ining the mobility processes among individuals in in-work poverty in Sweden over a
30-year period from 1987 to 2016, this study can contribute to an understanding of
policies and reforms that are needed to help people move out of in-work poverty. The
research designs are further explained and discussed in Sect. 3.4.

The results from this study will also contribute to a deeper understanding of the
mechanics of in-work poverty and income mobility, an understanding that is neces-
sary when reforming social policy and the labour market to help people out of in-work
poverty. Therefore, we consider our study to be of interest not only in Sweden but also
in other countries with increasing numbers of households and individuals in in-work
poverty. Knowledge is necessary to reveal the profile and dynamics of in-work pov-
erty, and to understand whether in-work poverty can be considered as a low-income
problem or an issue due to institutional and/or labour market conditions when framing
reforms and social policies in this field.

The rest of the paper is structured as follows. Section 2 gives a general background
to the Swedish context. In Sect. 3, the data, definitions, and methods are presented
and discussed. Section 4 presents and discusses the results of changes in the profile of
the in-work poor. In Sect. 5, the mobility within the group is presented. Section 6 dis-
cusses the findings and draws conclusions.
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2 The Swedish Context

Economic development in Sweden during the studied period (1987-2016) has taken dif-
ferent turns, which might have had consequences for the in-work poverty rate. For the
majority of the twentieth century, the Swedish labour market has been characterized
by collective agreements, extensive union membership, and, overall, being a high-wage
country (Lundh, 2010). In line with that, in-work poverty is often assumed to be negli-
gible or non-existent.

At the beginning of the 1990s, Sweden experienced a deep economic downturn,
which had several pervasive consequences for the economy. GDP growth was nega-
tive in 1991-1993. The labour market was particularly affected by this economic crisis.
Sweden left its post-war full employment state and ever since has dealt with a higher
unemployment rate. In 1993, a Temporary Agency Work Directive was implemented to
meet the fluctuating demand for labour. The state’s monopoly on employment agencies
was removed in favour of a mix of both private and public agencies. Fixed-term employ-
ment arrangements subsequently increased (Brostrom, 2015). In recent research into the
Swedish labour market, two trends have been revealed—dualisation and polarisation.
Dualisation is shown as an increase in temporary employment, mainly characterised as
a political process that changes and differentiates central institutions by making distinc-
tions between the rights and benefits of so-called insiders and outsiders of the labour
market. This ongoing process involves the creation of both gig jobs and ‘involuntary’
self-employed entrepreneurs and consultants (Engblom & Inganis, 2018). Polarisation
refers to increased employment in both low- and high-paid jobs and decreased employ-
ment in middle-paid jobs. As a result of digitalisation and automation, the number of
routine jobs has decreased in both manual and cognitive occupations, jobs that tended to
place in the middle of the wage distribution (Berglund et al., 2017, 2020).

The Swedish recovery has been strong. Between 1995 and 2004, the GDP growth
rate was 2.6% per annum, and Sweden had higher GDP growth rates than all the other
EU countries and the US (Regeringskansliet, 2006). During the 2007-2014 period,
GDP increased on average by 1.3% per year (Konjunkturinstitutet, 2014). Since the end
of the 1990s, the unemployment rate has fluctuated between 6 and 9% (Statistics Swe-
den, 2019). What previous research has shown is that there has been a decline in abso-
lute poverty but an increase in relative poverty connected to the changes in the labour
market (Bengtsson et al., 2014). During the twentieth century, Sweden has been con-
sidered to be a country with extensive and increasing income mobility (Bjorklund &
Jantti, 2009). One study has shown that upwards income mobility for low-paid workers
in the 1980s and 1990s in Sweden was extensive (Keese et al., 1998). Recent research
about income mobility has indicated that it has been slowing down. More people stayed
in their income positions, especially those in the top and bottom deciles, from 2000
to 2016 than in earlier periods. Young adults, of course, have a greater tendency than
older people towards upward mobility; the same applies to men compared with women,
although this gender gap is slowly closing (Statistics Sweden, 2018).

In Sweden today, women still have lower wages than men on average and many
top jobs are still clearly male dominated. However, the wage gap between women
and men has decreased from 18% in 2000 to 9.8% in 2020 (Medlingsinstitutet, 2020).
The right to full-time employment, skills increase, more employers, quotas for educa-
tion and opportunities to combine family and working life are all phenomena that have
worked in favour of women’s labour force participation and wage development. The
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gender equality policy has successfully changed the situation for women on many levels
(Regeringen proposition, 2018/19:100: p. 20).

Another aspect to take into consideration in understanding the development of in-
work poverty is demographic changes. In 1990, the share of foreign-born individuals in
the population was 9%, and in 2018, it had increased to 19.1% (Statistics Sweden, 2019).
Sweden is one of the largest net receivers of immigrants as a percentage of the population
in Europe, due to wars and conflicts both within and outside Europe, but also of labour
migrants. They are not a homogenous group, but their overall traits have been a lower edu-
cation level than native Swedes in general and limited Swedish-language skills, which are
often required for jobs. This has affected the unemployment rate among immigrants and
the time taken to become established on the Swedish labour market (Forslund et al., 2017).
Many factors affect the establishment in the labor market. Country of birth, reasons for
migration, age and education on arrival are some of the more important ones related to the
individual. But also, the economic situation, the labor market in the place of residence or
placement, attitudes of employers, networks and communications play a role, as well as
labor law and access to labor market policy programs (SOU 2020:46: p. 364).

3 The Data, Definitions, and Methods

The data used in this study are register data from Statistics Sweden, including the total
population registered as living in Sweden for each year from 1987 to 2016.! We have yearly
information on all individuals, which includes many variables, of which a few were chosen
for this study: different income variables, gender, age, level of education, civil status, num-
ber of children, and country of birth. We focused on individuals of active working age
from 18 to 65 years, and in total the data consisted of 4,556,674 individuals in 1987 and
5,102,460 individuals in 2016. The data are constructed as a panel. In this study, we used
the data both as a cross-section, when measuring changes and profiles of in-work poverty,
and as a balanced panel, when measuring the income mobility among the in-work poor.
The balanced panel consist of individuals who belonged to the in-work poor group in the
first year of observation and measured their disposable income 5 years later. The number of
individuals in in-work poverty that were included in the panels was in total 64,726 in 1987
and 70,635 in 2016.

3.1 Two Income Definitions—Household Disposable Income and Individual Earned
Income

In-work poverty is a bi-dimensional construct so to be able to define who is counted as
in-work poor, we needed to work with two separate income definitions: firstly, household
disposable income (HDI), which is based on the merged household income; and secondly
earned income pre-tax (EI), which is the individual’s own personal earned income.

When calculating the HDI, the variable ‘equivalent disposable income’ was used.
This variable includes (earned income+ self-employed income)+nominal capital
income + transfers — tax (i.e. post-distributed and post-taxed income). Examples of

! The data derive from different registered data, for example, tax files and the Register of the Total Popula-
tion (RTB).
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transfers are payments from sickness insurance, parental insurance, and so on; nominal
capital income derives from fiscal sources and include dividends, interest, and rents. The
household is the income unit, and the individual is the unit of analysis, as all household
members’ disposable incomes are merged. The variable equivalent disposable income is
used as it is adjusted for the household expenditure needs (using an equivalence scale).

When calculating the individual EI, we created a new variable called ‘earned income
pre-tax’, which includes two existing variables in the data set: earned income + self-
employed income. ‘Self-employed income’ includes individuals with both an earned
income and an income from self-employment as well as the group of self-employed people
who receive income only from their self-employment. The variable ‘earned income pre-
tax’ in our data set is comparable to the variable ‘earned income pre-tax’ used by other
researchers (e.g. Schnabel, 2016). All the calculations are on a yearly basis and in fixed
prices (2017).

3.2 Defining Who is Counted as In-Work Poor

As stated earlier, there are some generally agreed indicators at the EU level (Bardone &
Guio, 2005). The individual HDI has to be equal to or less than the relative poverty line
and the individual has to be defined as working. In this study, we challenge the most fre-
quently used definition of working, the ‘seven-month rule’, which refers to individuals who
have mainly worked during the reference year (i.e. employed or self-employed) but lacks a
definition of work in terms of work intensity and/or hourly wage (Eurofound, 2021; Euro-
stat, 2010). This work requirement is connected with the definition of employed:

In the context of the Labour force survey (LFS), an employed person is a person aged
15 and over (or 16 and over in Iceland and Norway) who during the reference week
performed work — even if just for one hour a week — for pay, profit or family gain.
Alternatively, the person was not at work, but had a job or business from which he or
she was temporarily absent due to illness, holiday, industrial dispute or education and
training.”

In our data set, we have information on EI for all individuals living in Sweden on a
yearly basis and using this, we are able to introduce a more solid work requirement. We
operationalize the ‘seven-month rule’ of work as at least 60% of the median earned income
pre-tax. The advantage of this, as we find it, is that it now includes individuals whose
income is mostly derived from work, although it signals that their labour market attach-
ment is weak. To be defined as in-work poor, in this study, these two conditions had to be
fulfilled: the individual HDI had to be equal to or less than the relative poverty line and
the individual had to have an individual pre-tax EI of at least 60% of the median earned
income pre-tax for each separate year.

The debate about a European minimum wage suggests setting it to at least 50% of aver-
age and 60% of median wages in each separate country (Eurofound, 2021). Our definition
is very close to this minimum wage proposal and the result will reveal whether it is enough
to prevent in-work poverty in a Swedish context and, most probably, in a European context
as well.

2 https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Glossary:Employed_person_-_LFS,
accessed 15 August 2021.
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Table 1 Defining in-work poor

Earned income above 60% of median  Earned income below 60%

earned income (pre-tax) of median earned income
(pre-tax)
Household disposable income Working (not poor) Not working, not poor
above 60% of median disposable
income (post-tax)
Household disposable income In-work poor Poor

below 60% of median dispos-
able income (post-tax)

The group focused on in this study is shown in Table 1 as the ‘in-work poor’.

When using this definition (results not shown here), the number of individuals who are
in-work poor in our data set is 64,726 in 1987 and 70,635 in 2016. The proportion of the
working-age population considered to be in in-work poverty is the same for the first year
of observation, 1987, at 1.4%, as for the last year, 2016, when it is also 1.4. This result
differs from the official statistic of 7% in Sweden in 2018 using the EUROSTAT definition
(Statistics Sweden, 2018). Divided according to gender, the majority of individuals in in-
work poverty were women in 1987, with 45,599 women and 19,127 men. In 2016, this had
changed as the majority of individuals in in-work poverty were men, with 37,463 men and
33,172 women.

3.3 The Gender Paradox

The change in the gender composition of individuals in in-work poverty leads us to a dis-
cussion about the gender paradox. As stated earlier, the household is the income unit, and
the individual is the unit of analysis, since all household members’ disposable incomes
are merged. This is based on the assumption that all incomes in the household are shared
equally between all household members, which gives everyone in the household an equal
standard of wellbeing—an assumption which has been disputed (Boschini & Gunnars-
son, 2018; Lundberg & Pollak, 2008; Ponthieux, 2013). A consequence of this assumption
(equal sharing) is that it will lead to the gender paradox, that is:

while women on average are highly over-represented in the less favourable labour
market positions and at the bottom of the earnings distribution, they do not face dis-
proportionate risks of in-work poverty (Ponthieux, 2018, p. 70).

This means that if a low-income woman marries a high-income man, she will end up
not poor although her personal income has not changed. One way of explaining and meas-
uring this paradox is to investigate labour force participation. Research has shown that a
majority of men and women marry their peers; that is, foreign-born marry foreign-born
and native-born marry native-born (Choi & Tienda, 2017). If there is a difference between
native-born and foreign-born labour force participation, this can result in a higher degree
of poverty within the group where labour force participation is low. Sweden has a high
female labour force participation rates and the size of the gap between native-born and

3 Estimates available upon request.
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Table 2 Labour force 2005 2010 2015 2020

participation, age 25-54 years
Swedish-born men 89.4 89.7 91.1 91.2
Foreign-born men 71.9 75.2 76.3 719
Difference for men 17.5 14.5 14.8 13.3
Swedish-born women 84.6 86.1 88.8 89.1
Foreign-born women 64.3 62.0 66.8 64.3
Difference for woman 20.3 24.1 22.0 24.8

foreign-born women could be an indicator of how well the integration of female immi-
grants into the Swedish labour market is working.

Table 2 shows the labour force participation among native-born and foreign-born people
aged 25 to 54 years from 2005 to 2020.

As shown in Table 2, the gap between native-born women and foreign-born women has
increased from 20 to 25%. The opposite is shown for men, where the gap has decreased
from 20% to 13%. We return to the gender paradox when interpreting some of the results.

3.4 Methods

The study was carried out in two steps. The first step describes the development of in-work
poverty and the profile of the in-work poor according to some demographic characteristics
in the starting year of 1987 as well as how it had changed 30 years later in 2016. Here all
calculations were based on cross-sectional data. The development of in-work poverty was
calculated based on yearly data. To capture the major changes of the profile the starting
year (1987) was compared with the ending year (2016) in the data set.*

The second step was to investigate the income mobility in the in-work poverty group. In-
work poverty might be a transitory, temporal phenomenon and mobility was therefore meas-
ured over periods of 5-years. The reason for choosing a time span of 5 years was to capture
the invariability of in-work poverty, as incomes might change from 1 year to the next, and
as other research has shown the most in-work poverty episodes are rather small (Vandecas-
teele & Giesselmann, 2018). By using a time span of 5 years, we captured the households
that were in a vulnerable economic situation as years passed by. As we were interested how
mobility changed over 30-years we measured and compared mobility in the starting years
with the ending years. Two balanced panels were created, each for a period of 5 years.

The first balanced panel includes the first 5 years in the data set, from 1987 to 1991,
and has a total of 63,649 individuals (18,484 men and 45,165 women). The second panel
includes the last 5 years, starting with 2012 and ending with 2016, and has a total of 80,084
individuals (42,741 men and 37,343 women). Because of the use of register data, the attri-
tion was small. To be included in these panels, individuals had to be counted as ‘in-work
poor’ in the starting year (1987 or 2012) and still be in the panel data set in the ending year
(1991 or 2016). We were interested in investigating the income mobility within the groups
during these periods: who stayed in in-work poverty, who exited to a higher income, and
who exited to a lower income. As there are still a limited number of methods—and no
established method—for measuring in-work poverty as a dynamic, transitory phenomenon

4 Estimates covering more years are available on request.
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(Jenkins, 2011; Vandecasteele & Giesselmann, 2018), a multinomial logit model was
estimated.

Our interest lay in determining how income mobility had changed over the two 5-year
periods. To understand how relative income change is affected by changes in life cycle,
a multinomial logit model was used for each 5-year period (i.e. relative mobility, which
reflects changes in the individuals’ relative positions).

Three possible outcomes were defined according to the individual household’s dispos-
able income during the last year of observation compared with its disposable household
income during the base year. ‘Downward mobility’ was defined as less than 98%, ‘rela-
tively immobile’ as between 98 and 128%, and ‘upward mobility’ as 128% or more of the
former income. These classifications captured any major changes in income while allowing
various explanatory variables to affect increases and decreases differently. Five groups of
explanatory variables were included: age, level of education, the same or changed number
of children, the same or changed civil status, and country of birth.

The multinomial logit investigates the determinants of downward and upward mobility
for men and women in the two different panels at time ¢. It can be used when all the inde-
pendent variables are case-specific (Ricci, 2016). It specifies that

exp(x;4;)

pi= i m (1)
v 27;1 exp (x,4)

where x; are the independent variables, and the intercept. This model ensures that 0 <
p; <1 and > p;; = 1. To ensure model identification, f; is set to zero for one of the cat-
egories (in this case relatively immobile) and the coefficient can be interpreted with respect
to the base category. In this presentation, the parameters are transformed into odds ratios,
where the odds ratio of being a member of category j rather than alternative 1 is given by

Pr(y; =J)

Priy=1) PR @)

where e#" gives the proportionate change in the relative risk of being in j rather than 1
when x;. changes by one unit. Observable characteristics such as age, level of education,
number of children, civil status, and country of birth enter the vector x; and the relation-
ship between each characteristic and the dependent variable is thus studied. Specifically,
we estimated the impact of several variables on the probability of moving downward or
upward in income, using immobility in income status as the reference category. We per-
formed modelling to obtain results for each type of transition including age, level of educa-
tion, the same or changed number of children, the same or changed civil status, and coun-
try of birth. The results revealed whether and how the impact of these variables changed
the possibilities for income mobility in the group of in-work poor and whether there were
any differences between the two balanced panels.

Together these two different types of measurement of inequality and income mobility
(cross-sectional and panel) reveal the patterns of income inequality and income mobility in
the group of in-work poor.
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4 Is the Profile of the In-Work Poor Changing?

Starting with the profile of the in-work poor, Fig. 1 shows the development of in-work
poverty in Sweden over a period of 30 years. As shown, the rate of in-work poverty was
rather high for women (more than 2%) compared with men (less than 1%) in the starting
year, 1987. The dramatic drop for women between 1990 and 1991 is explained as being a
consequence of the tax reform implemented in 1990-1991. The tax base was broadened
and capital income was taxed independently of work earnings using a proportional rate.
Middle- and high-income earners benefitted the most from this reform, and to improve
the distributional effect, extra tax relief in the form of an increased basic allowance was
introduced for individuals on low incomes. Some transfer payments, such as child benefit
and housing benefit, were increased, and this worked in many ways in favour of women
(Regeringen, 1997/98).3

Furthermore, Fig. 1 shows that the rate of in-work poverty has been increasing since
the 1990s for both men and women. At the beginning of the 1990s, Sweden went through
an economic crisis and faced high rates of unemployment, and these high rates explain the
low levels of in-work poverty.® Since the 1990s, there has been an upward trend in in-work
poverty, and the rate has more than doubled for both genders. A small downturn in the
trend is observable in 2014 and is explained by some policy reforms, such as an increase

Per cent

0
1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015

Year

- = -Man Woman

Fig. 1 Development of in-work poverty according to gender: 1987 to 2016. Relative poverty line 60% and
earned income pre-tax 60% of the median income

5 The child benefit is generally paid to the mother. Since 2014, parents have been able to divide it equally if
they apply for this.

® As many individuals are unemployed, they will not have an earned income pre-tax above the fixed
amount on which our calculations are based, as a major part of their disposable income probably derives
from transfers, such as unemployment benefit and social security payments.
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Per cent

1987 1992

----- Sweden — — High-Income Country — - — Middle-Income Country

1997 2002
Year

2007

2012 2016

Low-Income Country

Fig.2 Development of in-work poverty according to country of birth: 1987 to 2016, four groups. Relative
poverty line 60% and earned income pre-tax 60% of the median income

Table 3 The profile of the
in-work poor according to
gender, age, civil status, and
country of birth Source: Authors’
calculations from data set
provided by Statistics Sweden

Men Women
Year 1987 2016 1987 2016
Number 19,127 37,463 45,599 33,172
Age
18-29 8.1 11.7 24.7 7.6
30-39 40.9 359 46.3 33.1
4049 38.6 36.0 26.1 43.6
50-59 104 14.4 2.8 14.1
60-65 2.1 2.0 0.1 1.7
Education
Primary 453 20.6 25.1 12.4
Secondary 28.4 24.6 45.8 22.9
Tertiary 24.6 50.8 28.7 63.7
Information missing 1.7 4.0 0.4 1.0
Civil status
Single 8.4 22.5 455 33.3
Married 80.2 68.3 14.5 39.8
Divorced 11.0 9.0 39.5 26.1
Widow/widower 0.4 0.2 0.5 0.9
Country of birth
Sweden 83.4 423 89.5 61.4
High-income country 10.1 8.8 8.7 79
Middle-income country 4.7 24.1 1.4 15.5
Low-income country 1.8 24.8 0.4 15.2
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in the amount of transfers in the form of child benefit, child support, and unemployment
benefit in 2015.

Demographically, Sweden has changed a great deal since 1987, and the proportion of
foreign-born population increased from approximately 9% of the total population in 1990
to approximately 19% in 2018.% In Fig. 2, the rates of in-work poverty are divided accord-
ing to country of birth, using four country groups derived from the World Bank (2019)
classifications.

As shown in Fig. 2, the difference between Swedish-born and foreign-born individu-
als was negligible in the starting year of 1987. With the economic downturn in the early
1990s, the difference between being born in Sweden or another high-income country or
in a middle- or low-income country starts to show—a process that becomes more and
more visible as time passes. In the end year, 2016, we find that being in in-work poverty is
closely connected with immigrant status, as it was in 1987, and the proportion of individu-
als in in-work poverty who were Swedish-born in 1987 was 87.8%, compared with 51.3%
in 2016.° In-work poverty has become associated with immigrant status and a precarious
situation in Sweden as well as in other EU countries (see Crettaz, 2018).

To understand the group of in-work poor, we explored the composition of the group
and how it has changed over the 30-year period. Which socio-demographic groups faced a
higher risk of in-work poverty at the beginning of the period? And how has this changed
30 years later? As shown in Table 3, there are quite large changes in the age composition
according to gender. In 1987, almost one quarter of the women were young (aged 18 to
29 years); in 2016, this figure had changed to just 7.6%, whereas the situation is different
for young men, whose share was almost the same during that period.

Being in in-work poverty, as shown in Table 3, is not typical for young adults, as the
majority are of active working age (30 years old and above), although there is a shift to
older age groups in 2016. This result contradicts other research which states a large risk of
in-work poverty among young adults (e.g. Hallerod & Larsson, 2010; Nelson & Fritzell,
2019). The reason for this contradiction is the use of a more solid work requirement in this
study. By using it another age composition is visualized. Results show that in-work poverty
is more a reality for individuals in prime working age as individuals with very weak labour
market attachments, such as students working during summer vacations and seasonal work-
ers, are excluded in the calculations.

The in-work poor’s level of education has shifted distinctly. In 1987, a majority of both
men and women in in-work poverty had low levels of education (primary and secondary
education). In 2016, a majority of women had a tertiary education (63.7%) and so had half
of all the men. The changing labour market has led to a demand for higher education and,
as shown in Table 3, there were more foreign-born individuals among the in-work poor in
2016. One explanation as to why the highly educated are now in this group is the hardships
and discrimination many well-educated immigrants face when entering the Swedish labour
market (Aslund et al., 2017).

When looking at civil status, the difference between genders is obvious. In 1987, the major-
ity of women were single or divorced compared with a majority of married men. Thirty years
later, the share of married women had increased—ifrom 14.5% in 1987 to 39.8% in 2016. This

7 The Swedish government then consisted of two parties: the Social Democrats and the Green Party.

8 Statistics Sweden (2019) Befolkningsstatistik. https://www.scb.se/hitta-statistik/statistik-efter-amne/befol
kning/befolkningens-sammansattning/befolkningsstatistik/. Accessed 12 November 2019.

° Estimates are available on request.
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might be a consequence of the ‘gender paradox’. In 1987, the high share of married men in the
in-work poor group can be explained by the use of the assumption of ‘equalized disposable
household income’, which pools income in the family. Under this assumption, a man with low-
or middle-income married to a low-income woman will have a higher risk of being in in-work
poverty. For women, the risk of being in in-work poverty when married was only 14.5% in
1987. Why it has increased to 39.8% in 2016 can be explained by the poor income develop-
ment for male low-income earners in recent decades. Results from earlier research have shown
and led to discussion of an ongoing povertization of men in Sweden as their income growth
has slowed down substantially compared with middle- and high-income male income earners
(Brostrom & Rauhut, 2018). A married low-income woman in 2016 was probably married to
a low-income earner man and their merged household income was too low to help them over
the poverty line. Being a single-headed household (single or divorced) signals a higher risk of
being in in-work poverty for a woman, as her household’s disposable income consists only of
her income.

As shown earlier, in Fig. 2, the majority of individuals in in-work poverty were Swedish-
born in 1987. Table 3 shows the same development, but according to gender. In 2016, the
majority of men in in-work poverty had a non-Swedish background. Swedish-born women
were still in the majority, but by then their share had decreased from 89.5% to 61.4%. This
can be explained by their increased rate of labour force participation in combination with the
lower rate of labour force participation among foreign-born women. The share of individuals
of both genders from middle- and low-income countries has increased substantially, which
reveals the increasing risk of experiencing in-work poverty among immigrants.

The profile of the in-work poor has changed over a time span of 30 years. In 1987, the typi-
cal in-work poor person was a native-born single woman aged 30 to 49; in 2016 they were a
foreign-born married man in the same age range. In-work poverty has become a problem that
concerns not just income but also integration into the Swedish labour market. And, as few
marriages are intercultural marriages and foreign-born women have lower rates of labour force
participation than native-born women, the gender paradox is clearly visible.

Comparing results from this study with other studies we find similarities as well as dif-
ferences. The nowadays almost similar risk of being in in-work poverty for men and women
is consistent with results from other European countries, except in Germany (Nelson & Frit-
zell, 2019; Ponthieux, 2018). Migrants, especially from middle- and low-income countries,
increased risk of being in-work poor are observed in other European countries (Crettaz, 2018).
But when comparing the risk, it is lower in Sweden than in EU 28, an observation which can
be interpreted as that integration of migrants into the labour force are a bit more successful in
Sweden (Nelson & Fritzell, 2019).

Now we turn to the next step of the analysis: whether in-work poverty is temporary or
permanent.

5 Modelling Income Mobility Among the In-Work Poor

One of the primary reasons for studying mobility is that it gauges inequality. If our results
show that in-work poverty is mainly a transitory phenomenon (or otherwise), it will deter-
mine whether we treat it as a social problem. We now use the balanced panel and meas-
ure changes in disposable income, dividing the 30 years of data into two 5-year periods.
We measure the proportion of households that stay in in-work poverty or change position,
either upward or downward. Our results, not shown here, indicate a declining mobility. In
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the first period from 1987 to 1991, 87.5% had an upward income mobility. Furthermore,
7.6% maintained the same income and 4.9% experienced a decrease in income. In the sec-
ond period, from 2012 to 2016, 68.2% had upward income mobility, 18.9% maintained
the same income, and 12.9% experienced downward income mobility.'’ To understand and
determine whether this decreasing mobility can be explained by age, level of education,
number of children, civil status, and country of birth, results from the multinomial logit are
shown in Tables 4 and 5, expressed as odds ratios.'!

Starting with Table 4, which covers the starting years 1987 to 1991, the results show
that age matters, but not for young adults (18-29 years old). Instead, it is among the
‘mature’ adults (age 40—49 and 50-59) that we find an upward mobility for men (OR 1.48
and OR 1.54) as well as for women (OR 1.99 and OR 3.06). The upward mobility for
women is explained by their increased labour force participation, as their childbearing
years are behind them. Exiting the labour market and retiring (age group 60—65 years) also
leads to an improvement in income for both genders, probably as a consequence of obtain-
ing a stable income as a retiree. A tertiary level of education can lead to both upward and
downward mobility for both genders. Having children in the household is costly, and when
the children leave the household, there is an improvement in income, shown as OR 1.99
for men and OR 2.18 for women. For the variables measuring civil status and changes
in civil status, the results show that for an unmarried woman who gets married, there is
a real improvement in income (OR 4.49). This is part of the gender paradox. A woman
with a low income changes her income status as her income is merged with the income of
her partner, and the equalized disposable household income will then, in all probability,
be higher. As shown earlier (Fig. 2), country of birth matters, as downward incomes are
observed for all three groups.

For the second period shown in Table 5, covering the ending years 2012 to 2016, we
find that age now matters for young adults (18-29 years old). There is a real improvement
in income as they grow older (OR 1.46 for men and OR 1.80 for women), probably as a
consequence of getting a higher education, which has increasingly been a demand in the
changing labour market. For women, there are increases in income in all age groups. Hav-
ing tertiary education matters for both genders (OR 1.29 for men and 1.23 for women).
Having children in the household is still costly, and there is no improvement in income
if women have fewer children when compared with the earlier period (Table 4). In this
period, the gender paradox is indeed demonstrated, as married women have high odds (OR
1.30), like women who get married (OR 2.53), of upward income mobility. For men, the
effect is the opposite, which also corresponds to the gender paradox. Looking at the varia-
ble ‘country of birth’, we find that the odds of downward income mobility for both genders
hovers around OR 1.31 to 1.05 (Table 5). Being an immigrant in Sweden increases the risk
of having a declining income, with the exception of male immigrants from high-income
economies (OR 1.17). But compared with the first period (1987-1991) the odd ratios of
having a declining income are lower, indicating a better integration of immigrants into the
Swedish labour market for both genders.

Results indicate that there have been some major changes in mobility in the in-work
poor group over the 30-year period in Sweden. Mobility has decreased and in-work pov-
erty has become more permanent, especially for immigrants, families with children, and

10 Estimates are available on request.

" OR =1: exposure does not affect odds of outcome; OR > 1: exposure is associated with higher odds of
outcome; and OR < 1: exposure is associated with lower odds of outcome.
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the divorced. In addition, the gender paradox is shown here as a married man or a man
who gets married remaining relatively immobile, unlike a woman. The influence of demo-
graphic drivers of in-work poverty is clearly shown in the results. These findings corre-
spond to earlier research which points out demographic drivers (e.g. household compo-
sition, number of children, civil status and changes in civil status, and country of birth)
as important to factors explaining mobility (Crettaz, 2018; Ponthieux, 2018; Thiede et al.,
2018; Vandecasteele & Giesselmann, 2018).

6 Conclusions and Discussion

The aim of this study was to contribute to the research on in-work poverty and income
mobility among in-work poor persons. By introducing a more solid work requirement that
stretches over more time than the frequently used ‘seven-month rule’, we make sure that
the in-work poor person in our study is mainly working. Our working threshold is also set
close to the minimum wage suggested by the EU, that is, at least 50% of average and 60%
of median wages in each separate country (Eurofound, 2021). The results will thereby indi-
cate whether a minimum wage at that level will be enough to provide for a decent standard
of living and prevent in-work poverty in a Swedish context and, most probably, in a Euro-
pean context as well.

The focus of the study was how in-work poverty has developed in Sweden over a
30-year period, how the profile has changed, the development of income mobility for indi-
viduals in in-work poverty, and whether in-work poverty is a transitory status.

In 1987, when this study begins, women experienced in-work poverty to a greater
extent than men. There was, however, a sharp drop in in-work poverty among women
in the early 1990s, explained by increased transfer payments such as child benefit. Since
1995, there was a steady increase of in-work poverty for both genders until 2015, when
a small decrease is observed. This 2015 decline is also explained by political reforms, as
the amount of some transfers was increased (child benefit, unemployment insurance, etc.).
Other studies confirm that in-work poverty nowadays is more gender neutral, the risks
of being in in-work poverty is more or less the same for men and women in EU (Nel-
son & Fritzell, 2019; Ponthieux, 2018). This might be a consequence of higher female
labour force participation among younger generations.

Looking at the profile of the in-work poor, it becomes clear that it has changed. In 1987,
the typical in-work poor person was a native-born single woman aged 30 to 49 years. In
2016, they were a married man, foreign-born, aged 30 to 49 years. These results point to
the vulnerable situation of being an immigrant, particularly from a low-income country, as
this increases the risks of experiencing in-work poverty. Among Swedish-born men, the
in-work poverty rate has almost halved—from 83 to 43% between 1987 and 2016—and the
reduction among Swedish-born women was from 89 to 61%.

What are the opportunities for an individual in in-work poverty to change their
income position? If in-work poverty is just a temporary status—one that lasts only a
year or two—it will not affect income inequality to a high degree. If it is a permanent
status, where an individual has a low-income over a longer period, it will affect their life
chances more seriously. We found decreasing mobility among individuals in in-work
poverty. At the beginning of the study period, from 1987 to 1991, the percentage of
individuals who moved out of in-work poverty to a higher income was 87%, while 8%
remained in in-work poverty and 5% experienced a decreasing income as they became
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poor. At the end of the study period, from 2012 to 2016, mobility had decreased. By
then, 68% had moved out of in-work poverty to a higher income, 19% remained in in-
work poverty, and 13% had experienced a drop in income. This decreased mobility is
consistent with results from research of income inequality and income mobility which
show a decreasing mobility among low-income earners in general (Bjorklund & Jéntti,
2011; Jenkins, 2011; Salverda & Haas, 2014).

The results of modelling income mobility show that household composition played a
major role in explaining mobility. At the beginning of the study period, we find a strong
upward mobility for women as they grow older. This is a consequence of increased
labour market participation when their childbearing years are behind them and the chil-
dren leave the household. Changes in civil status also affect income mobility in a posi-
tive way for women, as an unmarried woman who gets married has a chance to improve
her income (OR 4.49). Country of birth matters for downward mobility for both periods.
Being an immigrant in Sweden increases the risk of having a declining income.

When interpreting these results on a structural level, two conclusions can be drawn.
Concerning Swedish policy for gender equality, the development has been successful,
as in-work poverty is no longer female-dominated. Concerning the integration of immi-
grants into the labour force, it has been unsuccessful as in-work poverty is now closely
connected with immigration status a result drawn from investigating the profile of the
in-work poor. On the other hand when interpreting results from measuring mobility a
different picture is shown. Here we found small differences in odds ratios according to
countries of birth for both men and women during the last period. This can be inter-
preted in two ways. First, that the integration of immigrants into the Swedish labour
market worked better in the 2010s than in the 1980-1990s. Secondly, this is a result of
the decreasing mobility for low-income earners in general during the 2010s and the situ-
ation for immigrants has not improved, it was the situation for the native born that got
worse (Bjorklund & Jantti, 2011). These two interpretations do not necessary contradict
each other, as the profile is based on 1 year, and mobility based on 5 years.

In a European context, there is discussion about a number of direct and indirect poli-
cies influencing in-work poverty (Pefia-Casas et al., 2019, pp. 52-72). Among the direct
policies are taxes and social security contributions, family benefits, active labour market
policy, and tackling labour market segmentation. Among the indirect policies, we have
childcare policies and lifelong learning. Looking at the results from this perspective, we
argue that the decrease in in-work poverty at the beginning of the period was a result
of changes in taxes, increased transfers such as child benefit and housing benefit, and
childcare policies, changes that worked mostly in favour of women. However, taking the
results together, the main results show decreased income mobility for individuals in in-
work poverty in Sweden over the last 30 years. It has become harder to change income
positions, and in-work poverty cannot be seen as just a transitory status. To change the
situation for people in in-work poverty, there is a need for direct policies, active labour
market reforms that work in favour of a more inclusive labour market, tackling discrimi-
nation and labour market segmentation, and higher lowest wages. As our study shows,
raising minimum wages to the level suggested by the EU will not be enough to prevent
in-work poverty.
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