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Abstract

Immigration and the resulting increasing ethnic diversity have become an important
characteristic of societies in advanced industrialised countries. At the same time, the
majority of the countries in question are confronted with structural transformation such
as deindustrialisation and changes in family structures as well as economic downturn,
which limit the capacities of nation-states in addressing rising inequality and support-

ing those individuals at the margins of the society.

This Ph.D. thesis addresses both issues, immigration and inequality, by focusing on
immigrants’ socio-economic incorporation within the receiving societies of advanced
industrialised countries. The objective here is to describe and to explain cross-national
variations in immigrants’ poverty risks and the poverty gaps between immigrants and
non-immigrants. Drawing on the political economy as well as the migration and citi-
zenship literature, the thesis develops a theoretical framework that considers the role
of the national labour market and welfare system in combination with integration poli-
cies, which regulate immigrants’ access to the labour market and social programs. In
doing so, it draws special attention to immigrants’ economic and social rights. The
main expectation is that the impact of labour market and social policies on immi-
grants’ poverty depends on the inclusiveness of integration policies concerning immi-
grants’ access to the labour market and social programs. The latter also explain pov-

erty gaps between immigrants and non-immigrants.

The empirical analysis draws on a newly collected data set on economic and social
rights of immigrants for 19 advanced industrialised countries, including European
countries as well as Australia, and North America. As the results from multilevel anal-
ysis show, integration policies concerning immigrants’ access to the labour market and
social programs can explain cross-national variations in immigrants’ poverty risks and
poverty gaps, but mainly between the United States and the rest of the countries. The
findings further suggest that more emphasis should be put on promoting immigrants’
labour market participation and those policies facilitating their incorporation into the
labour market and employment-related social programs, in order to reduce immi-

grants’ poverty and poverty gaps existing between immigrants and non-immigrants.
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Zusammenfassung

Immigration und damit einhergehende ethnische Diversitdt sind zu einem zentralen
Bestandteil der Gesellschaft in entwickelten Industriestaaten geworden. Gleichzeitig
sieht sich heute die Mehrheit der Nationalstaaten strukturellen Verdnderungen wie z.B.
der Deindustrialisierung und der Verdnderung der Familienstrukturen sowie einer
Konjunkturabschwichung gegeniiber. Dies beschrinkt die Kapazititen der Lénder, die

wachsende Einkommensungleichheit zu bekdmpfen.

Die vorliegende Dissertation beschiftigt sich mit beiden Themen, Immigration und
Ungleichheit, indem sie auf die sozio-0konomische Eingliederung von Migranten in
entwickelten Industriestaaten fokussiert. Ziel ist es, sowohl Landerunterschiede in den
Armutsrisiken von Immigranten als auch Unterschiede in den Armutsrisiken von Im-
migranten und Biirgern aufzuzeigen. Basierend auf der Literatur der politischen Oko-
nomie und Migration wird ein theoretischer Ansatz entwickelt, um die Armutsrisiken
von Immigranten zu erkldren, der einerseits das Arbeitsmarkt- und das Wohlfahrts-
staatssystem und andererseits Integrationsmassnahmen miteinbezieht. Letztere bezie-
hen sich in dieser Arbeit auf die Regelung des Zugangs von Immigranten zum Ar-
beitsmarkt und sozialen Programmen und somit deren sozialen und politischen Rechte.
Die Dissertation geht davon aus, dass Arbeitsmarkt- und Wohlfahrtsstaatsinstitutionen
einen Einfluss auf die Armutsrisiken von Immigranten haben, der Effekt jedoch vom

Zugang von Immigranten zum Arbeitsmarkt und sozialen Programmen abhéngt.

Die empirische Analyse beruht auf einem neu zusammengestellten Datensatz zu den
O0konomischen und sozialen Rechten von Immigranten in 19 fortgeschrittenen Indust-
rienationen. Die Resultate der Mehrebenenanalyse zeigen, dass die Integrationsmass-
nahmen teilweiseLdnderunterschiede erkldaren konnen. Die Ergebnisse weisen darauf
hin, dass ein stirkerer Schwerpunkt auf die Arbeitsmarktbeteiligung von Immigranten
und damit einhergehende Massnahmen, einschliesslich vereinfachten Zugang zu be-
schiftigungsbezogenen sozialen Programmen, gesetzt werden sollte, um sowohl die
Armutsrisiken von Immigranten als auch Armutsunterschiede zwischen Immigranten

und Biirgern zu reduzieren.






Introduction

During the last decades, advanced industrialised countries have had to cope with many
structural transformations. Deindustrialisation and changes in family structures along
with economic downturn have led to a rise in inequality in most European countries.
These developments have gone hand in hand with increased immigration, which has
accentuated the ethnic diversity of societies and the challenges of nation-states at in-
corporating immigrants into the receiving country.' The explosiveness of these coin-
ciding developments only recently became evident, when pictures of burning cars and
anxious youths throwing stones at the police were seen around the world in May 2013.
The trigger of these social riots was the death of a 69-year-old Portuguese resident,
shot by law enforcement. Most intriguingly, those photographs were not taken in the
disfavoured suburbs of France or the United Kingdom, but in a supposedly peaceful
part of Sweden — a country that is still one of the worlds’ most equal societies and
among the leader in global rankings in terms of education and employment (OECD
2013).2 These national aggregates stand in contrast to the reality in the Swedish sub-
urbs, which are mainly inhabited by immigrants who have unemployment levels which
are more than double the country’s average, and much lower income as well. Sweden,
once famous for having an encompassing universal welfare state, has introduced re-
cent reforms leaning towards privatisation and a shift toward stronger support for
those already employed, which has increased the pressures on individuals at the mar-

gins of the society, most notably immigrants.

The Swedish riot is just one example that brought the social tensions related to immi-
grants’ incorporation to the surface. Immigration and integration of immigrant resi-
dents have become central issues in public discourse across different European coun-

tries, reflecting the dilemma nation-states are currently confronted with. On the one

"1t should be noted that social cohesion and the perception of cultural homogeneity of nations across
Europe is a myth not only with regard to national minorities (e.g. Catalans and Basques in Spain), but
also to immigrant minorities (e.g. high share in Switzerland and France even before the WWI; Layton-
Henry 1990, Wimmer 1998).

? According to the OECD (2013) over 87 per cent of the working age population has earned the equiv-
alent of a high-school degree, while over 74 per cent has a paid job.



2 Why are some political economies better than others at incorporating immigrants?

hand, nation-states have to cope with the ageing of the population and declining birth
rates, which challenges the economic situation and the maintenance and funding of the
welfare state. The shrinking working population further leads to an increased demand
on the labour market for additional manpower, due to a shortage of high- and low-
skilled personnel. On the other hand, citizens’ prejudice towards and fear of immi-
grants, as well as their discontent with immigration-related policies, are not only evi-
dent in media coverage, but also in the increasing success of populist parties, which
frame immigration-related issues in a negative way (e.g. Nannestad 2009). The Swe-
den Democrats — a far right-wing party —, for example, won 5.7% of the vote in the
2010 general election, and for the first time gained parliamentary representation. Poli-
cy makers nowadays have to take both positions into account, economic demand for
labour migrants as well as citizens’ scepticism towards immigration, and have to find
middle ground between liberal and restrictive immigration policies and the range of
immigrant policies aiming to incorporate immigrants. Whether or not the social wel-
fare system can be preserved, a system once introduced with the closure of the nation-
state (Wimmer 1998), and basically relying on social solidarity between citizens, has
consequences not only for immigrants, but also for native citizens. The reduction of
socio-economic gaps could be one way to maintain social cohesion and national iden-
tity, by affecting the willingness of citizens to consider non-citizens as equal and an
established part of the society. To prevent the emergence of a new ‘underclass’, and
ensure social peace within the national territory and community, it is central to under-
stand and identify practices of incorporation that reduce prevailing socio-economic
differences.

If the socio-economic integration of immigrants is the main driver of social tensions
within contemporary societies, which are accentuated by the present economic crisis,
the future of advanced industrialised countries does not look rosy. Discrepancies be-
tween immigrants and native citizens’ socio-economic outcomes can be observed in all
advanced industrialised countries. In general, immigrants tend to be unemployed more
often, or to receive lower wages in the receiving country than native citizens, even af-
ter controlling for individual characteristics such as country of origin, year of arrival,
and human capital (e.g. Van Tubergen et al. 2004, Kesler 2006, Kahanec and Zaiceva
2009, OECD 2012a).
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These findings are also supported when comparing the poverty rates of immigrant and
non-immigrant households (see Figure 1).° Immigrants across all countries are ex-
posed to higher poverty risks than non-immigrant households. In the majority of the
countries, immigrants’ poverty rates are even twice as high (below dotted line). On av-
erage, the poverty rate of an immigrant household is around 20 per cent compared to 8
per cent for non-immigrant households. In addition, Figure 1 shows that the differ-
ences in poverty rates of immigrants and non-immigrants is less pronounced in coun-
tries such as Australia, the Netherlands and Ireland, which are close to the solid line,
and represent countries where immigrants and non-immigrants are exposed to similar
poverty risks. By contrast, the differences are considerably higher in countries such as
Belgium, Denmark and France, where immigrants’ poverty rates are more than four

times as high.

Poverty rates (50% of median)
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Figure 1. Poverty rates after taxes and transfers of immigrants and non-immigrants

These observations raise the question: Why are some political economies better than
others at incorporating immigrants? More specifically, how can cross-national varia-
tions in immigrants’ poverty and poverty gaps between immigrants and non-

immigrants be explained?

? Non-immigrant’, here, refers to individuals that were born in the host country. By contrast, ‘citizen’
is used for individuals, who are nationals of the residence country and therefore possess full citizen-
ship rights, including social and political rights.
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Comparing the poverty rates of non-immigrant households, generally speaking, non-
immigrants poverty rates are the lowest in Continental Europe and Nordic countries,
followed by Anglo-Saxon and Southern European countries (see vertical axis). This
finding is in line with the predictions of the welfare regime literature (e.g. Titmus
1974, Esping-Andersen 1990, Castles and Mitchell 1993, Ferrera 1996). According to
the most widespread approach proposed by Esping-Andersen (1990) three types of
welfare regimes can be distinguished, which affect poverty differently. First, the social
democratic welfare regime, prevalent in Nordic countries, has the largest effect in re-
ducing poverty because it provides flat-rate benefits on a universal principle, going
beyond a basic modicum and allowing individuals to pursue a socially acceptable
standard of living. Entitlement to social programs is based on citizenship or residence,
rather than need or previous employment. Second, in the conservative welfare regime,
as in Continental European countries, access to social rights is mainly related to em-
ployment. The level of benefits is based on the equivalence principle and depends on
former contributions. Since social programs aim to maintain a worker’s former in-
come, they create a divide between full-time employed workers including their fami-
lies, and individuals with lower attachment to the labour market. However, the preva-
lence of poverty is smaller compared to the third type, the liberal welfare regime. Alt-
hough one of the main purposes of the liberal welfare regimes, as in Anglo-Saxon
countries, is to alleviate poverty, their mitigating effect on poverty is only minor due
to their minimal benefits. Moreover, entitlement to social rights is based on the princi-
ple of need and encourages the provision of welfare through market mechanisms, ei-
ther by providing only modest means-tested benefits for those in need or by subsidis-

ing private welfare schemes.

However, the welfare regime approach falls short of explaining cross-national differ-
ences in immigrants’ poverty rates. Figure 1 reveals intra-regime variations. For ex-
ample, in Anglo-Saxon countries characterised by means-tested programs, considera-
ble variations exist. While in the United States immigrants’ poverty rates are around
30 per cent, they are much lower, around 15 per cent, in Ireland and Australia. But
cross-national variations can also be observed in Continental European welfare states
with mainly earnings-related social programs. While Dutch and Belgian non-
immigrant households are exposed to comparable poverty risks, immigrant households
in the Netherlands are three times less likely to end up in poverty than in Belgium (9

versus 27 per cent).
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The aim of this thesis is fo describe and explain cross-national variations in immi-
grants’ poverty and the poverty gaps between immigrants and non-immigrants and
thus to contribute to the question of why some political economies are better at incor-

porating immigrants than others.

At the centre of this thesis is the institutional setting of the welfare state and the labour
market. The welfare state has been identified by the existing literature as a main de-
terminant of poverty, as mentioned above. However, one of the central insights from
the political economic literature is that mere focus on the welfare state does not suffice
to explain individuals’ well-being. The role of the labour market is equally important
as it builds the main source of household income (Esping-Andersen 1990, 21; Andress
and Lohmann 2008, Crettaz and Bonoli 2010). Furthermore, the labour market and the
welfare state are closely linked to each other. A country’s prevailing labour market
and welfare system not only affects individuals’ decision to participate in the market,
but also the income and wage distribution of a country (Esping-Andersen 1990,
Esping-Andersen and Kolberg 1992, Huber and Stephens 2001). Concerning labour
market participation, paid employment, on the one hand, entitles individuals to social
rights. Through the payment of contributions in form of payroll taxes, individuals are
granted access to social insurance funds. But, on the other hand, the existence of social
programs affects individuals’ decisions to enter the labour market. Whether a person
considers joining the work force depends on the level of the social benefits, i.e. the so-
cial wage a worker receives when he stops working, as well as the tax system and the
average effective tax rates, i.e. the net earnings of working individuals. Moreover, wel-
fare states influence working decisions by providing social services, e.g. childcare that
allows mothers to enter the labour market, or by enlarging employment in the public

sector (Esping-Andersen 1999).

Although the political economy and welfare state literature provide elaborated expla-
nations of how the structure of the labour market and the welfare state influence pov-
erty, and thus can explain cross-national variations in poverty, it has so far paid little
attention to immigrants. Moreover, it has neglected the fact that immigrants and non-
immigrants differ in terms of economic and social rights (but see Brubaker 1989,
Soysal 1994, Sainsbury 2006).

By contrast, the migration and citizenship literature has extensively explored the man-
ners in which nation-states have incorporated immigrants into the country, which
could explain why immigrants’ socio-economic outcomes differ across countries and
in relation to non-immigrants, despite being exposed to a comparable political-

economic institutional context. But, so far, contributions to this literature have paid
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less attention to socio-economic outcomes of immigrants, mainly focusing on single

countries and case studies.

This thesis follows the request raised by several authors to combine both strands of lit-
erature (Freeman 2004, Geddes and Wunderlich 2009). These authors argue that im-
migrants’ socio-economic integration outcomes are not only the results of direct inte-
gration policies targeting immigrants only, but also depend on a country’s prevailing
institutional structure of the labour market and the welfare state. In this vein, the thesis
proposes a theoretical framework that combines insights from both literatures. The
central claim is that cross-national variations in immigrants’ socio-economic outcomes
and socio-economic gaps between immigrants and non-immigrants can only be under-
stood if a country’s prevailing labour market and welfare system is considered togeth-

er with immigration-related policies.

Outline of the argument

The main argument of the thesis is that political-economic institutions allow the ex-
planation of cross-national variations in poverty. It starts from the assumptions that
these institutions and policies influence a country’s prevailing poverty in two different
ways. On the one hand, welfare states alleviate poverty directly by providing different
social programs such as unemployment compensation, family support, and social as-
sistance. On the other hand, labour market policies affect poverty indirectly by protect-
ing employees and reducing wage dispersion. While employment protection helps
workers and their families to make their living, wage setting institutions and minimum

wage laws ensure that fair wages are paid and are hence related to lower poverty.

The theoretical model draws on the migration and citizenship literature to explain the
success of the socio-economic incorporation of immigrants into the host country. Fol-
lowing the migration literature (Hammar 1985), the theoretical framework differenti-
ates between ‘immigration policies’ regulating the admission of immigrants into the
country and ‘integration (or immigrant) policies’ targeting immigrants once they are
settled in the country. Through immigration policies, states can regulate immigration
inflow by imposing specific quotas or by specifying conditions immigrants have to
meet in order to obtain a residence permit. Immigration policies thus steer, to a certain
extent, the composition of immigrants living in the territory. However, states cannot
fully control their borders. On the one hand, immigrants can reside illegally in a coun-
try by crossing borders unlawfully or overstaying their visa permits. On the other
hand, family reunification as a human right set out in international conventions limits

the scope of governments to restrain the inflow of family members. Depending on res-
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idence permits or particular immigration categories, immigrants are entitled to differ-
ent rights, e.g. social, economic, cultural or even political, when settling in a new
country of residence. These rights are referred to as integration policies in this thesis,
and are limited to economic and social rights, namely those regulations governing im-
migrants’ access to the labour market and welfare state. This is because the major aim
of this thesis is to explain immigrants’ poverty risks, rather than the incorporation of
immigrants in other domains such as the society or the political system. Immigration
and integration policies range from inclusive to exclusive (or restrictive) depending on
the ease or difficulty of immigrants to gain access into the country and claim their re-

spective rights.

This thesis does not expect integration policies to have a direct impact on immigrants’
socio-economic outcomes. Moreover, it is argued that the inclusiveness of integration
policies concerning the access of immigrants to the labour market and social programs
affects the impact of the labour market and welfare system on immigrants’ poverty.
Consequently, immigrants’ poverty should be lower in countries that combine highly
regulated labour market policies and/or generous welfare programs with inclusive in-
tegration policies than in countries with more restrictive integration policies. In addi-
tion, the inclusiveness of integration policies per se is also expected to affect poverty
gaps between immigrants and non-immigrants. In countries that grant facilitated ac-
cess to the labour market and social programs, the poverty gaps between immigrants
and non-immigrants are expected to be lower. The prevailing labour market and wel-
fare system should not affect a country’s poverty gap, because both immigrants and
non-immigrants are exposed to the same institutional setting once they are granted ac-

cess to the labour market and social programs.

Concerning immigration policies, their impact is included only indirectly in the theo-
retical model: first, through integration policies, as they assign immigrants specific
immigration categories upon arrival, and, second, through the composition of the im-
migrant population. The latter depends on how inclusive a country is towards particu-
lar immigration categories (e.g. refugees, family members). The idea behind this is
that ‘successful’ socio-economic integration varies among immigration categories. For
example, immigrants moving for economic reasons are able to invest time in the trans-
ferability of their marketable skill while still in their country of origin, while individu-
als migrating for political reasons, such as refugees or asylum seekers, do not (Bauer
et al. 2000).

Finally, the theoretical framework also considers the impact of structural factors at the

micro-level. As previous contributions on poverty, as well as immigrants’ socio-
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economic incorporation, show, socio-demographic characteristics of individuals and
households are central in explaining a country’s prevailing poverty. Therefore, the
theoretical framework also accounts for structural and socio-demographic characteris-
tics such as employment patterns, education and skills. This approach also indirectly
considers the different extents to which countries are exposed to the effects of eco-
nomic and structural transformations that have put a strain on the welfare state and the
labour market during the last decades. Moreover, it allows the comparison of differ-

ences in poverty between similar immigrant and non-immigrant groups.

Contribution of the thesis

The main contribution of the thesis is to provide an extended framework in order to
explain cross-national variations in immigrants’ poverty and poverty gaps. The theo-
retical framework considers how the national labour market and welfare system, which
affects all residents, in combination with integration policies, which regulate immi-
grants’ access to the labour market and social programs, influence immigrants’ pov-
erty and the poverty gaps between immigrants and non-immigrants. By doing so, it
draws particular attention to immigrants’ economic and social rights. This approach
addresses the weaknesses of the political economic literature, which, despite the prom-
inent role of social rights, at least in the welfare state literature, neglects the fact that
immigrants and non-immigrants’ rights differ. This aspect, however, is central to ex-
plaining why immigrants and non-immigrants might have different socio-economic
outcomes. Moreover, theoretical contributions to the relation between immigration,
welfare systems, and political economies are mainly concerned with the implications
of immigration on the institutional structures of the welfare state and the political
economy. Highly debated issues are whether immigration contributes to the viability
or the deterioration of the welfare state (Borjas 1999, Soroka et al. 2006), and also
how the growing cultural and ethnic diversity of societies might affect national soli-
darity, and thus the general support towards the welfare state (Miller 1995, Moore
2001, Banting and Kymlicka 2006, Van Oorschot 2008). However, in order to under-
stand why social cohesion is perceived to be at risk, this thesis claims that it is central
to understand how immigrants’ socio-economic outcomes and differences in socio-
economic outcomes between immigrants and non-immigrants are influenced by the
prevailing institutional structures.

The second contribution is the consideration of structural factors at the micro-level in

the theoretical model, with special attention to the socio-demographic characteristics

of all adult household members. Immigrants and non-immigrants’ poverty risks not
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only depend on the prevailing institutional setting, namely protection through the la-
bour market and the generosity of social programs as well as immigrants’ access to
them, but also on individual-level factors, which directly affect whether they can make
their living and thus escape poverty. Examples are skills and education as well as the
employment patterns. Empirical studies on poverty as well as the socio-economic out-
comes of immigrants both provide support for the importance of structural and immi-
gration-related factors at the micro-level. But one of the major findings of the studies
concerned with immigrants’ socio-economic outcomes is also that cross-national var-
iations in immigrants’ socio-economic outcomes can be observed even after control-
ling for immigration-related factors (e.g. country of origin, language proficiency) and
socio-demographic characteristics (e.g. human capital). Nevertheless, with few excep-
tions (e.g. Kogan 2006), the majority of these studies focuses on individual-level de-
terminants, and neglects the impact of a country’s prevailing labour market and wel-
fare system. By contrast, recent studies in poverty research combine both country-level
and individual-level explanations (e.g. Brady et al. 2009), but disregard the importance
of intermediate factors referring to household level. One major drawback of these
studies is that they assign the socio-demographic characteristics of one individual, i.e.
the head of the household, to the whole household. This proceeding, however, neglects
the diversity of the different socio-economic lifestyles pursued by households, e.g. du-
al-earner households versus traditional male breadwinner families. The problem be-
comes even more evident when deciding whether a household has an immigrant back-
ground or not. Depending solely on information concerning the head of the household,
usually defined as the person with the highest income, hides the fact that households
with members who were raised and socialised both outside and inside the country of
residence face different opportunities than households where all members were born
either abroad or in the country of residence. The thesis therefore opts to allow different
combinations of socio-demographic characteristics as well as immigration-related fac-
tors by creating mixed categories. In order to address these criticisms, the thesis not
only considers the structural micro-level factors of households explicitly in its theoret-
ical model, but also uses multilevel analysis as a method to assess the impact of socio-

demographic characteristics on poverty and poverty gaps.

Finally, the thesis contributes empirically to the political economic literature by draw-

ing attention to economic and social rights of immigrants. The data collected for 19

* Recent contribution in migration literature are sceptical even as to whether ethnic origin is adequate
for classifying immigrants and comparing different ethnic groups to native citizens. As Glick Schiller
and Caglar (2008) argue, the focus on the country of origin hides variations not only between immi-
grants with the same country of origin, but also differences within the receiving society.
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advanced industrialised countries provides a first comprehensive overview of immi-
grants’ access to the labour market and different social programs, such as unemploy-
ment protection, family-related programs including traditional child benefits and dual-
earner support, and social assistance. Based on existing contributions from the migra-
tion and citizenship literature, which emphasise that immigrants and non-immigrants’
citizenship rights vary between different types of immigration categories (Brubaker
1989, 156; Hammar 1990), the data contained herein is differentiated between the so-
cial and economic rights of permanent residents, rights of labour migrants as well as
their family members, and refugees. It should be noted that although illegal immigra-
tion has become a central issue in the political debates in all advanced industrialised
countries, this analysis does not include their economic and social rights as a separate
immigration category. This thesis not only complements existing studies, which have
intensively studied immigrants’ social rights, but only for a few countries (e.g. Soysal
1994, Aleinikoff and Klusmeyer 2002, Sainsbury 2012), but also extends the contribu-
tions from major comparative projects on integration policies and immigrants’ rights
such as the MIPEX project or Koopmans et al. (2012), which pay less attention to im-

migrants’ social rights and their access to social programs.

Structure of the thesis

This thesis is structured as follows. Chapter 1 reviews the existing political economy
and welfare state literature with regards to its explanation for cross-national differ-
ences in poverty. Because this literature strand neglects that immigrants and non-
immigrants differ with regard to their economic and social rights, an overview of al-
ternative explanations from the citizenship and migration literature is presented. Chap-
ter 2 brings these two literature strands together and develops the theoretical frame-
work for explaining cross-national variations in immigrants’ poverty and poverty gaps
between immigrants and non-immigrants. Besides clarifying the main concepts used in

this thesis, the chapter also discusses the delimitations of the theoretical framework.

Chapter 3 focuses on the methodological approach, which includes the case selection
as well as the level and unit of analysis. It proceeds with the discussion of different
definitions of ‘immigrants’ used by statistical offices, and the resulting problems for
the analysis. The major part of this chapter is dedicated to the operationalisation of the
socio-economic outcomes and the explanatory factors. The chapter finishes with a sec-
tion on the statistical methods and the analytical approach applied in the empirical

chapters of this thesis.
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Chapters 4 and 5 present the descriptive results in detail. Chapter 4 depicts national
variations in immigrants’ poverty and poverty gaps between immigrants and non-
immigrants before and after taxes and transfers. The analysis is complemented by al-
ternative measures of poverty such as income gaps and intensity, which account for
the financial situations of poor households. Chapter 5 starts with an overview of the
immigrant population and their ethnic composition by country. The major part of this
chapter is devoted to the description of integration policies targeting immigrants’ in-
corporation in the host country, namely those regulating their access to the labour

market and social programs.

Chapters 6 and 7 assess the explanatory potential of the theoretical framework. Using
multi-level analysis, Chapter 6 tests whether the effect of the labour market and wel-
fare system on immigrants’ poverty depends on integration policies concerning their
access to the labour market and social programs. Chapter 7 examines whether the in-
clusiveness of integration policies contributes to explaining cross-national variations in

poverty gaps between immigrants and no-immigrants.

The last chapter presents concluding arguments and summaries. It brings the major
findings and implications of this thesis together and discusses its limitations. The
chapter finishes by identifying three different strategies that countries could pursue to
reduce immigrants’ poverty and the poverty gaps between immigrants and non-

immigrants.
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1 Literature review

This thesis concerns poverty, an issue that has preoccupied mankind since its origins.
Across cultures, religions and societies, aiding the poor has been seen as human duty.
With the emergence of the nation-state, however, poverty has come to be conceived of
as a ‘social’ problem of national significance beyond local concerns (Kuhnle and
Sander 2010). Since the 18" century the increase in population, urbanisation and in-
dustrialisation in several European countries not only accentuated the problems of
poverty, but also rendered the two hitherto traditional forms of dealing with social
problems, charity and ‘poor laws’, ineffective in the eyes of both the authorities and
the people at large (Marsh 1980, 5). In the second half of the 19" century, Poor Laws
were amended to account for the newly perceived responsibility of the nation-state to-
wards the provision of welfare to its citizens. Both industrialisation and democratisa-
tion played a central role in changing the understanding of welfare and redistribution
from a pre-industrial concept of dependence into a modern concept of social protection
(Rimlinger 1971). Social transformations led to the emergence of new threats beyond
the control of individuals, threats besides ageing and sickness, such as unemployment
resulting from business fluctuations. The prior spread of democracy and political
rights in combination with workers’ mobilisation facilitated the introduction of social
rights across the world. The function of social protection remained the same as in the
traditional role of social assistance, namely relief from extreme poverty by the least-

privileged groups, at the time the industrial proletariat (Kuhnle and Sander 2010).

The aim of this chapter is to review the existing literature, which serves as a basis to
develop the theoretical framework in order to explain why, in response to social ad-
dressing of the problem of poverty, some political economies are better at incorporat-
ing immigrants than others. The theoretical framework draws on two strands of litera-
ture, namely the comparative political economy research and the literature on migra-

tion and citizenship.

The first part of this chapter is dedicated to the contributions of the welfare state and

political economy literature. The ‘traditional’ approaches focus on the institutional
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structure of the welfare state and the labour market. In regards to the welfare state, the
generosity of social programs targeting different social groups such as the poor, fami-
lies, the unemployed and the elderly has been identified to be an important determi-
nant of poverty. Furthermore, this chapter considers the impact of labour market insti-
tutions. Central labour market institutions that are discussed more in detail in the fol-
lowing sections relate to wage setting institutions, minimum wage laws and employ-

ment protection legislation.

However, the traditional literature focuses mainly on the impact of labour market insti-
tutions on inequality rather than poverty. Inequality refers to the dispersion of distribu-
tion of income, while poverty focuses on the lower strata of income distribution. The
reasons for including and linking this literature to poverty are as follows. On one hand,
only few attempts have been made to develop a comprehensive theory of poverty (see
also Brady 2009). Moreover, existing approaches mainly focus on the role of the wel-
fare state. However, as different authors argue, the labour market beyond the welfare
state is equally important in explaining poverty because it constitutes the main source
of household income (Esping-Andersen 1990, 21; Andress and Lohmann 2008, Cret-
taz and Bonoli 2010). Drawing on these contributions, this thesis argues that social
programs are only one possibility states have to reduce poverty. Besides these, they
can also regulate the labour market and affect poverty ex-ante through employment
opportunities and earnings. On the other hand, the literature suggests that inequality
and poverty are closely related and that, ceteris paribus, higher inequality goes along
with higher poverty (Sawhill 1988, Kanbur 2005). Consequently, the extent to which
labour market institutions reduce wage inequality, mainly at the bottom of the distribu-
tion, can also be expected to affect poverty. This subchapter therefore first reviews the
existing literature and then discusses more in detail how these institutions affect pov-
erty indirectly through employment opportunities and earnings of individuals. The re-
mainder of the first section discusses alternative approaches explaining cross-national
variations in poverty and inequality, which over the last decades has engaged pundits
across disciplines. In contrast to the political-institutional literature they point to “ex-
ogenous” factors. Economic approaches highlight the role of economic growth and
unemployment, while structural approaches emphasise the effects of social and eco-
nomic transformations such as deindustrialisation, globalisation, and the changing role

of women on inequality and poverty.

In the second part of this chapter literature on citizenship and immigration is intro-
duced, which provides insights into different forms of immigrants’ integration. This

literature indicates that countries pursue different manners of incorporating immi-
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grants, which are evident within a given country’s immigration regime, itself consist-
ing of a set of policies regulating the admission of immigrants (immigration policies)
as well as targeting settled immigrants already in the receiving country (integration
policies). As will be discussed below, both types of policies are closely related to each
other; immigration policies define the criteria and conditions, depending on which
immigrants are assigned a particular immigration category (e.g. labour migrants, fami-
ly reunification, recognised refugees). Accordingly, a country’s integration policies,
here understood narrowly as access to the labour market and welfare system, differ
with regard to the immigration category, by drawing more or fewer distinctions be-

tween various immigration categories.

1.1 Approaches explaining poverty and inequality

1.1.1 The political-institutional approach

The role of labour market institutions...

The differences in success of labour market performance in the United States and Eu-
rope during the 1980s and 1990s produced a large body of political-economic studies
concerned with the impact of labour market institutions on economic inequality. The
phenomenal employment growth in the United States was directly opposed to the ina-
bility of European countries to create new jobs. At the same time, these developments
were accompanied by an increase in wage inequality in the United States as compared
to Europe (Rueda and Pontusson 2000). The American job creation came at the cost of
low or even declining real and relative wages at the bottom of the earning distribution,
while Europe displayed increasing real wages and stable relative-wage levels despite a
rise in unemployment (see Blau and Kahn 2002). These two divergent paths have been
ascribed to the flexibility of labour market institutions (Grubb and Wells 1993, Saint-
Paul 1996, Nickell 1997) and the potential trade-off between employment and equali-
ty, i.e. that job creation can only be obtained by increasing labour market flexibility

and reducing social security benefits (e.g. Blanchard 2006).

According to the proponents of deregulated markets, state intervention distorts market
forces and reduces efficiency, which in turn slows down economic growth. But classi-
cal economists also acknowledge the active role of governments in promoting well-
functioning markets, and in providing a minimum level of social assistance for those
in need (see Miller 2010). However, redistribution beyond basic transfers is judged as
inefficient because it creates distorted incentives concerning labour supply (Saez

2006). Low-income beneficiaries choose to rely on transfer programs rather than paid
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employment, which produce government dependency and longer unemployment spells
(Darity and Myers 1987, Fritzell 1990, Leisering and Leibfried 1999), while raising
taxes to finance social programs prevents middle and high-income earners to pursue
paid employment, resulting in traditional male breadwinner family models and early

retirement (Danzinger et al. 1981).

Empirical evidence at the macro-level partly supports the trade-off between redistribu-
tion and employment. When comparing average employment growth rates between
1990 and 2002, Pontusson (2005) finds that the United States was more efficient in
creating new jobs compared to European countries. However, the job creation does not
necessarily come along with lower unemployment rates. In the early 2000s, Scandina-
vian countries even outperformed the United States in terms of unemployment rates.
The argument for negative incentives created by social transfers is a point partly sup-
ported by empirical evidence at the micro-level. As Fourage and Layte (2005) show,
initial exit rates from poverty are comparable across different types of European wel-
fare regimes, but rapidly decrease in countries with more generous social programs
compared to countries with lean welfare programs. Furthermore, a number of econom-
ic studies have focused on the impact of generous welfare states on (mainly low-
skilled) immigrants’ decision to migrate to a specific country (for an overview see
Borjas 1989, 1994 and Nannestad 2007). Borjas’ (1999) findings for the United States
shows that foreigners not only immigrate more often to states with higher social trans-
fer, but also make more use of social programs than citizens (see also Borjas and Hil-
ton 1996). Limited evidence also exists for Europe. While immigrants tend to be over-
represented among recipients of non-contributory welfare schemes and education re-
lated programs, they rely less on social programs related to sickness, unemployment

insurance, and pensions as compared to natives (Briickner et al. 2002, Boeri 2009).’

However, researchers engaged with income inequality, in particular earnings inequali-
ty®, have pointed to the central role of labour market institutions in organising indus-
trial relations between relevant actors such as unions and employer associations, with

or without government’s involvement. The following section is therefore dedicated to

> De Giorgi and Pellizari’s (2006) results at the macro-level show that more generous welfare states
are related to higher migration inflows, particularly low-skilled foreign workers. Menz (2004), on the
other hand, claims that colonial legacies and cultural similarities between the home and the host coun-
try of newcomers are better predictors for the number and composition of migrants across countries
than the generosity of social systems.

% The main difference between income inequality and earnings/wage inequality is that the former in-
cludes income sources from self-employment, capital and government transfers. Several studies show
that both are closely related as earnings constitute the biggest part of income in OECD countries (Wal-
lerstein 1999, fn.1, 649; Gottschalk and Smeeding 1997). Moreover, processes leading to higher earn-
ings inequality are often associated with higher income inequality (Moller et al. 2009).
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the review of the literature on wage setting institutions, and then proceeds to examine
the impact of government interventions in the labour market on poverty and inequality,

with a focus on the establishment of minimum wage laws and employment protection.

Considering wage setting institutions, the literature emphasises the structure of wage
setting. Wage setting not only differs with regard to the level where negotiations of
wage contracts take place, e.g. at the level of the firm, the industry or the nation (cen-
tralisation), but also with respect to actors involved in the bargaining process, e.g. un-
ion confederations and peak employer associations, key unions and employers’ associ-
ations (coordination; see Kenworthy 2001). Furthermore, wage setting can also be in-
fluenced via government intervention either by participating directly in the tripartite
negotiations or by extending collective agreements to non-union members and legislat-
ing minimum wages.’ The standard argument associating wage setting institutions
with wage equality is that higher centralisation and coordination produce wage com-
pression because they reduce the spread of inter-firm and inter-sector earnings by in-
cluding a higher share of firms and sectors into a single wage agreement (Pontusson et
al. 2002, 289). Although centralisation and coordination do not necessarily lead to
wage compression®, the findings so far suggest that countries with more centralised
and coordinated wage setting mechanisms exhibit lower wage dispersion, in particular
within the bottom of the wage distribution (Wallerstein 1999, Rueda and Pontusson
2000, Alderson and Nielsen 2002, Pontusson et al. 2002, Blau and Kahn 2002; see al-
so OECD 2004). These studies further indicate that the degree of unionisation, the
share of workers covered by collective bargaining agreements, and the share of public
sector employment as an indirect way of government involvement in wage settlement
all tend to reduce wage inequalities. The effect of unions compared to other factors is
relatively robust and consistent across different types of market economies (Rueda and
Pontusson 2000, Pontusson et al. 2002) and on the subject of income inequality (Niel-
sen and Alderson 2002). The implication of these results and the role of wage setting

institutions is insofar relevant for explaining cross-national variations in poverty as it

" A central finding of Wallerstein’s analysis (1999) is that for wage-equality it makes no difference
whether centralisation occurs between peak associations of unions and employers, or through govern-
ment intervention.

¥ Two broader explanations have been put forward to explain why different actors are interested in re-
ducing earnings differentials (see Wallerstein 1999, 674-676; Rueda and Pontusson 2000, 360-361).
The first refers to the political mechanism of centralisation, which changes the power distribution of
actors in favour of low-wage unions. Based on the logic of the median voter model low-wage unions
support redistributive wage demands only if the average wage surpasses the median wage. The second
ideological explanation refers to the aspect of centralisation, which renders wages differentials more
transparent and therefore more politicised.
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contributes to raise the lowest salaries above the poverty level and therefore affects

poverty directly before any government redistribution (see also Moller et al. 2003).

Second, minimum wage laws, as one particular form of government involvement in
wage bargaining, are also central to ensuring that fair wages are paid to workers. The
use of minimum wage strategies as a measure to reduce poverty, however, has been
contested in the literature (e.g. Addison and Blackburn 1999). Advocates typically ar-
gue that minimum wages protect low-paid workers by increasing their earnings and
therefore raising their living standards. Furthermore, the introduction of an explicit
floor at the bottom end of the wage distribution tends to reduce wages dispersion and
to benefit workers with earnings just above the minimum wage the most (Fortin and
Lemieux 1997). Opponents, however, point to the adverse effect on employment of
destroying low-paid jobs or hindering their creation when wage floors are introduced
(e.g. OECD 1998). Considering that wage levels reflect the productivity of labour, if
statutory minimum wages are set too high, firms have no incentives to employ workers
in low-productivity occupations, unless the productivity of low-skilled workers is
raised to the level of the minimum wage productivity, e.g. by education and training
(Dolado et al. 1996). This employment disincentive is even more pronounced in coun-
tries with social insurance systems because non-wage level costs, such as contributions
paid by the employer, cannot be shifted to the employee (Eichhorst and Marx 2012).
Low-skilled individuals who would otherwise find low-paid jobs below the minimum
wage have difficulties staying in the labour market and thus experience higher poverty
risks. Consequently, if the minimum wage is set too high, less productive workers find
themselves priced out of the market and replaced by labour substitution investments
(Esping-Andersen 1999, Dolado et al. 1996). Whether the positive or negative effects
of minimum wage legislation prevail depends on different factors such as the elasticity
of the labour demand, and the number and composition of workers affected by these
changes (Addison and Blackburn 1999, Fortin and Lemieux 1997).

Empirical findings on the effect of minimum wages on employment and wage inequal-
ity are mixed. For example, Card and Krueger’s (1995) study on U.S. fast food restau-
rants supports a positive effect of minimum wage on employment, while Skedinger’s
(2006) comparable analysis in the Swedish context shows that an increased minimum
wage has an adverse effect on employment in hotels and restaurants. The extensive
meta-analysis by Neumark and Wascher (2007, 121) concludes that over two thirds of
the studies carried out over the past decades point to a negative effect of minimum
wages on employment, “though [it is] by no means always statistically significant”.

Overall, the empirical literature suggests that the impact of minimum wage on em-
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ployment is relatively modest and can mainly be supported when focusing on low-paid

workers rather than the whole labour force.

The effect of minimum wage on wage inequality is less controversial. Higher mini-
mums not only tend to increase wages in the formal sector, but often also tend to serve
as a benchmark in the informal sector (for a review including studies in from develop-
ing countries see Betcherman 2012). For example, the analysis of Machin et al. (2003)
on the British residential care home industry shows that the introduction of the nation-
al minimum wage in 1999 was accompanied by a reduction of employment and hours
worked, but that overall this impact was less important than the great wage compres-
sion at the bottom of the wage distribution. Similar findings are also reported for
France concerning regional wage inequality between 1967 and 1992 (Dolado et al.
1996) and the wage gap for women, though not for men, in the US from 1973 to 2005
(Lemieux 2008). Despite the inconclusive results regarding minimum wages on em-
ployment, these studies mainly agree that minimum wages negatively affect the em-
ployment opportunities of low-skilled, young and particularly female workers, due to
redundant skills, lack of experience, or low educational accomplishments (see also
Dolado et al. 1996, Card and Krueger 1995, Esping-Andersen 1999, Rycx and Kam-
pelmann 2012).

The studies discussed above shed some light on how minimum wage laws through
wage distribution and employment opportunities and earnings affect family incomes,
and thus their poverty risks. Considering that employment income accounts for the
biggest part of the household income, the employment opportunities of family mem-
bers are particular important. Higher minimum wage bites, i.e. the ratio between min-
imum wage and average or median wage, lead to less wage inequality, at least in the
bottom end of the distribution, and reduce the probability of low payment (Crettaz and
Bonoli 2010). This can be expected to reduce households’ poverty risks, as long as the
disemployment effect resulting from higher unemployment rate among the low-skilled
does not prevail (Fortin and Lemieux 1997). The few empirical studies analysing the
effect of minimum wage legislation on family income and poverty so far suggest that
minimum wages increase both the likelihood that poor families can escape poverty and
the likelihood that non-poor families can fall into poverty. Neumark and Wascher
(2002), based on data from 1986 to 1995, show that the share of those ending in pov-
erty for the United States i1s greater, although the net effect is not significant, but that
minimum wages tend to enlarge the income of those living below the poverty line.
Addison and Blackburn (1999) find that increases in minimum wages during the same

period reduced poverty among teenagers and older junior high school dropouts. Stud-
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ies conducted outside the US paint a different picture. The German simulation of min-
imum wage introduction (Miiller and Steiner 2008) as well as the Australian analysis
by Leigh (2007) both suggest that minimum wages do not substantially reduce pov-
erty. The limited effect of statutory minimum wages on poverty is explained in the
former study by the interaction of minimum wages and the tax-benefit system, while
the latter study points to the lower labour market participation of poor households. Ex-
isting evidence, mainly based in the US, indicates that poor households often do not
work at all or only have a single wage earner (see also OECD 1998). Moreover, sever-
al studies suggest that the typical minimum-wage worker tends to live in a middle-
income household and is more likely to be female, unmarried, with low educational
achievements and an immigrant background (Leigh 2007, see also Rycx and Kam-
pelmann 2012, Dolado et al. 1996). These studies show that the impact of minimum
wage on poverty is not straightforward but depends also on the composition of the

household and the characteristics of workers affected by this particular policy.’

Finally, employment protection contributes to understanding the association between
employment and poverty, next to minimum wage laws and wage setting institutions.
Rules governing the firing and hiring of employees, including restrictions on layoffs,
regulations on redundancy payments, and the use of temporary employment, can be
seen as a protection of workers against fluctuations in the market and, at the same
time, as restrictions to the employers’ control of their workforce and labour costs
(OECD 2004). Existing literature suggests that employment is more stable and de-
pends less on the business cycle in countries with strong employment protection, be-
cause the high costs related to dismissals make firing during recessions, as well as hir-
ing during expansions, less likely (Bertola 1990, Nickell 1997). However, in light of
the structural changes discussed below, economists and political scientists have main-
tained that strict employment protection and the related rigidity of labour markets pre-
vent economies to be flexible and adapt to technological changes and international
competition. The costs and prolonged procedures resulting from dismissals prevent
employers from firing unproductive workers, which leads to lower average productivi-
ty and in turn to lower economic growth. As a result, employment protection has been
seen as culprit of sluggish job creation and long-term unemployment (e.g. OECD
1994, Blanchard and Katz 1997). In contrast, several authors also highlighted the posi-

tive effects of employment protection legislation, for example on worker productivity.

? A reduction of the labour costs therefore may improve the employability of these marginal groups
(see Neumark and Wascher 2007), which in turn reduces earnings inequality through an increase of
GDP per capita. However, recent empirical analyses indicate that lowering the minimum wage risks
widening wage dispersion at the bottom (OECD 2012b, 199).
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They argue that greater job stability and improved employee morale resulting in higher
productivity might offset the wage increases related to employment protection (Bacca-
ro and Rei 2007). In a similar way, Nickell and Layard 1999 have pointed to the en-
couraging effect of employment protection on human capital investment as longer job
tenure raises expected returns on training. This argumentation is also consistent with
the claim of the varieties of capitalism literature that employers, in addition to em-
ployees, have an interest in providing employment and social protection in order to re-
quire their workers to invest in firm-specific skills (Estevez-Abe et al. 2001, Hall and
Soskice 2001, Swenson 1991).

Empirical studies on employment protection legislation are mainly concerned with its
impact on labour market performance rather than earnings inequality and poverty.
Nevertheless, the existing research provides empirical support for the positive effect of
stricter employment regulation on earnings equality, in particular at the bottom of the
earnings distribution (e.g. Koeninger et al. 2007, OECD 2011). Concerning its effects
on other labour market outcomes the empirical findings are ambiguous and not very
robust (for a literature review see Young 2003, OECD 2004, Blanchard 2006). The
missing relationship between employment protection and aggregated employment or
unemployment rates has also been confirmed by recent studies (e.g. Baccaro and Rei
2007, Cahuc and Zylberberg 2007, Howell et al. 2007)."° The inconclusive results of
the empirical studies cited above have been ascribed among others to the theoretical
and empirical deficiencies in distinguishing between employment protection for per-
manent and temporary employment (Young 2003, see also Neumark and Wascher
2007)."

Studies taking this critique into account show that employment protection not only has
an effect on the distribution between permanent and temporary employment as well as
self-employment, but also differs with regard to different labour market groups (see
Young 2003, Betcherman 2012). It has been shown that higher employment protection
of regular employment in particular negatively affects the labour market opportunities
of women, low-skilled young people, and immigrants (see also Kahn 2007).'? One ex-

planation based at the micro-level is that high labour turnover costs resulting from

' Neumark and Wascher’s (2004) analysis of youth employment indicates that stronger employment
protection legislation and the use of active labour market policies both reduce unemployment and tend
to balance out the negative minimum wage effect.

" The disregard of the interaction between employment protection legislation and other types of la-
bour market institutions, notably wage setting, has also been criticised (Young 2003). As Elmeskov et
al. (1998) show, job security policies only increases structural employment in the context of interme-
diate bargaining centralisation.

"2 Higher levels of collective bargaining even accentuate these effects (Kahn 2007).
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strictly regulated labour markets forces employers to find the “perfect match” in order
to fill a vacancy. As a result, firms rely on productivity expectations, i.e. skills and ed-
ucation as well as prejudices and statistical discrimination, when making hiring deci-
sions and therefore are less willing to employ individuals with low experience and/or
discontinuous employment careers (see also Kogan 2006, 699f.). Lindbeck and Snow-
er (1986, 2001) provide a second explanation why employers may resist employing
these particular groups by referring to the influence of incumbent employees, the in-
siders. Their theoretical framework aims to explain how economic actors behave in the
labour market where some workers are more favoured than others and highlights the
importance of labour turnover costs. Accordingly, high labour turnover costs affect
firms’ hiring decisions by altering the market powers in favour of insiders, a result of
firing said insiders. Moreover, employers refrain from employing outsiders, i.e. indi-
viduals either employed in the informal sector or unemployed, though this group could
theoretically underbid the wages of insiders, because they fear a drop in productivity
of their incumbent working force due to falling wages. Moreover, they are restricted
by legislation that keeps wages above the market-clearing level. This approach implies
that insiders are able to impose their interests on employers and that they pursue their
interests at the cost of outsiders, which serves as an explanation for recent labour mar-
ket reforms, discussed below (see Saint-Paul 1996, Rueda 2005).

Both explanations help to understand how employment protection affects the interests
of employers and core workers and thus why particular labour market groups are un-
derrepresented in standard, permanent employment. However, rather than remaining
inactive, these particular groups find atypical or even illegal employment in the sec-
ondary market (Hausermann and Schwander 2012, Ferrera 2005). According to the
dual labour market theory, this secondary market is characterised by unstable and low-
paid work and constitutes the counterpart of the primary labour market providing se-
cure and well-paid occupations (Berger and Piore 1980). Moreover, the mobility be-
tween these two labour market segments is reduced; once individuals have accepted
the inferior jobs they are trapped in the secondary market, while workers employed in
the primary market keep their jobs permanently (see Davidsson and Naczyk 2009 for a

comprehensive review).

Recent approaches in the dualisation literature building on the dual labour market the-
ory provide a comprehensive framework for understanding the emerging divides in the
labour market (see Emmenegger et al. 2012). The authors argue that structural trans-
formations in combination with welfare state retrenchment and external pressures for

labour market flexibility since the 1980s have intensified the division between insiders
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and outsiders.'® This is in particular the case in countries with high employment secu-
rity where the protected core workforce has managed to resist the deregulation of
standard employment, while more or less indirectly leaving liberalisation of temporary
employment protection legislation as the only option. Ochel’s (2008) study on em-
ployment protection reforms in Europe between the 1990s and mid-2000s provides
support for this claim. In contrast to employment protection for temporary jobs, exist-
ing regulations of permanent employment have hardly been reformed (with the excep-
tion of Spain, see also OECD 2012b for recent changes). The spread of these two-tier
reforms, i.e. the introduction reforms at the margin of the labour market while leaving
permanent contracts untouched, has been explained by different factors such as rising
unemployment, the strength of social partners and governments (see discussion in
Ochel 2008). Several empirical studies show that legislation favouring fixed- or short-
term contract occupations has ambiguous effects. It leads to job creation and thus
higher employment rates of marginal groups, especially of immigrants (Causa and
Jean 2007), but has a negative effect on earnings as these newly created jobs tend to be
low-paying (Jean et al. 2010, 24). Moreover, the findings of one of the few studies an-
alysing effects on wage inequality indicates not only that more flexible employment
protection legislation is associated with higher wage inequality, but also that this effect
is mainly driven by the deregulation of temporary contracts, which themselves primar-
ily affect workers on the lower part of the wage distribution (OECD 2011)."

The effect of employment protection legislation on poverty, as with statutory mini-
mum wages, 1S not straightforward because poverty can be caused by different reasons
such as non-employment and/or difficulties finding a job or insufficient pay. While it
is reasonable to assume that stricter labour market regulations of permanent employ-
ment prevent individuals from becoming poor once they are employed, it also hinders
marginal workers from finding an adequate job as discussed above. Alternatively, the
employment chances of marginal workers are better in less regulated labour markets,
which in turn reduce their poverty risks because they are employed rather than unem-
ployed. At the same time, despite having found permanent employment they risk being

used as cheap labour substitutions and having a high incidence of low pay. However,

" Again, the existence of a parallel labour market is not a ‘new’ phenomenon, but became only recent-
ly a political issue. In Germany, for example, mainly students and housewives were employed in those
inferior jobs, but had access social services through their connection to the male breadwinner. It is
with the growth of non-wage labour costs that this kind of jobs became a good opportunity for em-
ployers and went beyond the intended clientele (Palier and Thelen 2012, 209). Comparably, women in
the United States were employed in the secondary labour market segments during the post-war period
and were expected to be replaced by migrant workers (Piore 1979, see also Massey et al. 1993).

'* Regular employment protection legislation has no significant effect on wage inequality when con-
sidering temporary employment protection laws (see Table 2.4, OECD 2011, 120).
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as King and Rueda (2008) argue, cheap labour, characterised by low levels of pay,
employment protection, and benefits, is a significant part of all advanced political
economies. Moreover, countries differ with regard to the extent they use stand-
ard/permanent or nonstandard/temporary cheap labour. Standard cheap labour is wide-
spread in countries with low employment and social protection such as unemployment
compensation programs (e.g. United States or Canada), while in countries with high
job security for standard employment cheap labour prevails in form of non-standard
employment (e.g. Germany and Sweden; King and Rueda 2008). Therefore, the strict-
ness of employment protection for temporary employment is also of importance.
Comparable to the argumentation above, more liberal regulations increase not only the
employment opportunities of marginal labour market groups but also their risks of
lower earnings and limited access to social insurance programs, either due to interrupt-
ed working histories or contribution periods which only suffice to qualify for less gen-
erous alternatives such as social assistance programs (e.g. mini-jobs in Germany,
Eichhorst and Marx 2012). As recent analysis indicates low-income workers on tem-
porary contracts earn less compared to their permanently employed counterparts
(Fournier and Koske 2012). Consequently, one could argue that stricter employment
protection of both permanent and temporary employment is to be associated with low-
er poverty due to their effect on earnings equality (see also OECD 2012b), while coun-
tries with a higher gap between employment regulations of permanent and temporary
contracts take a middle position because this gap increases the risks of marginal work-
ers of being trapped in the secondary market. It should, however, be noted that this as-
sumption relies on the expectation that the alleviating effect of stricter temporary em-
ployment regulations through earnings equality will prevail over the employment ef-
fect on poverty, which might push marginal workers into the informal sector of the

cconomy.

In conclusion, the literature review indicates that impact of labour market institutions
such as wage setting institutions, minimum wage laws, and employment protection on
poverty is complex and affects poverty indirectly through employment opportunities
and conditions as well as the wages of the individuals willing or forced to work. The
difficulty to establish a clear relation between different types of labour market institu-
tions and poverty derives from the fact that poverty does not affect single individuals
but rather families or households. Whether a household earns enough income to live
beyond poverty does not depend on particular family members but rather on the em-
ployment patterns of all working-age members. As mentioned above, one earner now-

adays does not suffice anymore to maintain a family. However, just because one fami-
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ly member is employed on a temporary contract does not mean that the family is ex-
posed to higher poverty risks as long as another family member has full-time regular
employment and/or other family members contribute financially to the household in-
come. From the perspective that multi-earner households experience lower poverty
risks than single-earner households, the employment of family members in atypical
employment, voluntarily or not, is still a better option than to remain non-employed.
However, households’ standards of living do not fully rely on gainful employment.
States can provide additional income sources through more or less generous social
programs. Besides unemployment programs they have developed other means, such as
public transfers, to which individuals are entitled regardless of labour market partici-
pation. These therefore reduce a households’ dependence on the labour market and
prevent poverty. The next subsection discusses the impact of welfare states through the

provision of social programs on poverty.

... and the welfare state

The idea that the nation-state has to take (at least minimal) social responsibility for its
citizens prevails across the world. By 1967 the majority of the developed and develop-
ing countries had introduced a form of protection against occupational hazards, sick-
ness or family allowance schemes well as invalidity, old age and survivor’s pension
schemes (Perrin 1969)."> Despite the prevalence of social security programs, the extent
to which these social schemes protect the vulnerable sections of the society vary across
countries. The central role of the state or more precisely the structure of the welfare

state figures as the main explanation of cross-national variations in poverty.

The comparative social policy research distinguishes at least three forms of how wel-
fare states reduce poverty (Brady 2009; Esping-Andersen 1999). First, welfare states
provide social protection against risks. Many people experience precarious situations
for reasons going beyond individual control in different phases of their life cycle
(childhood, working age, and old age) ranging from family changes to invalidity, un-
employment and side effects of ageing. Welfare states provide social programs and
services to manage those risks. Second, welfare states shape and are shaped by the
prevailing understanding of a socially acceptable standard of living in a society and
thus indirectly influence poverty (Korpi and Palme 1998, 664). In other words, welfare
states and their institutions affect the perception of social responsibility of their citi-

zens concerning prevention and aid of those living in poverty. Besides this, they create

"% See Perrin (1969, Table 1, 285-7) for an overview of the first statutory social security schemes in-
troduced in the 19™ and 20™ century across ILO member countries.
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their own constituency which in turn provides feedback in form of the support of the
welfare state (see also Pierson 2001). According to Brady (2009, 7) the way in which
“welfare states institutionalize equality” functions as a circle because it affects collec-
tive believes about the socially and politically acceptable minimum living standards,
which in turn affect the welfare state.'® As a result, institutional structures influence
the redistributive process as well as reduction of inequality and poverty (Korpi and
Palme 1998).

Last but not least, welfare states also organise the distribution of economic resources
in various ways. States cannot only intervene by regulating labour market institutions,
as discussed above, but also via taxation and the provision of public goods such as ed-
ucation or health. This conception goes beyond the traditional understanding that the
market first distributes income and the welfare state then intervenes to redistributes the
income. Although one could debate whether “states define and constitute markets”
(Fligstein 2001 cited in Brady 2009 et al. 275), several authors have convincingly ar-
gued that the welfare state and the economy are closely linked and therefore influence
each other. The particular institutions not only affect individuals’ labour market partic-
ipation but also a country’s wage and income distribution (Esping-Andersen 1990,
Esping-Andersen and Kolberg 1999, Huber and Stephens 2001, Bergh 2005; see also
introduction). This understanding of the welfare state or the state in general, whose
function is not merely confined to redistributing income ex-post, but actively shapes
the structure of the market, is central to this thesis. As discussed above, besides
providing social programs, states can also alleviate poverty by improving workers’
employment opportunities and earnings through employment protection or wage set-
ting legislation.

A number of studies have analysed the relationship between the size of the welfare
state and poverty or inequality, mainly in Western democracies between the 1970s and
the turn of the millennium. Their main conclusion is not only that larger welfare states
redistribute income more efficiently, but also that the welfare state is the main predic-
tor of the poverty and inequality prevalent in the society, regardless which explana-
tions are controlled for or the type of indicators used for welfare generosity. The em-
pirical analyses not only consider total welfare spending or social security transfer in

percentage of GDP (Bradley et al. 2003), expenditures on particular programs such as

' For empirical studies assessing perceptions on causes of poverty, including unluckiness, laziness, in-
justice in society and side effects of modern progress, see for example Lepianka et al. (2010), who
found in their study of 28 European countries that in countries with strong Catholic tradition poverty
was related to external reasons such as social injustice or unluckiness, while countries with a higher
adherence to work ethic attributed living in poverty more often to laziness or lack of will power.
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public health (Brady 2003, Brady et al. 2009), family and child transfers or means-
tested programs (Moller et al. 2003, Misra et al. 2007), but also more sophisticated in-
dicators of welfare state effort focusing on eligibility, length of benefits, replacement
rates and coverage of particular social programs such as unemployment, sickness, and
programs for the elderly (Kenworthy 1999, Scruggs and Allan 2006, Biackman 2009).

They all yield similar results: welfare state generosity reduces inequality and poverty.

The remaining part of this subsection discusses the impact of three social programs,
namely social assistance, family-related schemes and unemployment programs not on-
ly because they are considered the most important, as they have been designed more or
less explicitly to alleviate poverty (Huber and Stephens 2001, 108), but also because

they are at the centre of the analysis in the next chapters.

The first social program concerns social assistance, which aims to shelter those in
need. Poverty relief, as one of the oldest forms of social policy, has been introduced
since the 19™ century with the aim to help the undeserving poor in particular.'” With
the development of the welfare state “social assistance has been transformed into a re-
sidual safety net” by including other social groups and becoming more generous, €.g.
through employment-related or universal minimum benefits for elderly, disabled indi-
viduals and the unemployed (Bahle et al. 2010, 450).'® This broader conception of so-
cial assistance can be opposed to a narrow definition limited to a guaranteed minimum
income, which is the focus of this thesis. Although more generous minimum income is
expected to reduce poverty, the effect of targeted programs has been debated. Propo-
nents of mean-tested programs generally argue that the poor should be the main target
group of social policies and criticise the fact that the majority of social programs and
social expenditures are devoted to the non-poor. Consequently, they focus on target ef-
ficiency, namely the share of social expenditures that reach those defined as needy
(see Nelson 2004 for a detailed discussion). Opponents, on the other hand, emphasise
the negative effects of means-tested programs on poverty reduction, referring to the
associated stigma for benefit recipients and potential poverty traps (Nelson 2010).

Moreover, it has also been pointed to the political dynamics leading to insufficient

' The first national legislations tackling the need of the pauper has been introduced in England as the
Elizabethan Act for the Relief of the Poor of 1601 addressing indigent children, disabled and unem-
ployed or the Landrecht of 1794 adopted in Prussia. Even though this legislation affected the national
system as whole, the administration was still conferred to the parishes (see Kuhnle and Sander 2010).
' Eardley et al. (1996) developed one of the most influential typology of social assistance systems
across OECD countries, which distinguishes eight different types based on three dimensions of means-
tested benefits: (1) ‘poverty-tested’ vs. ‘general means- or income-tested’, the latter including recipi-
ents well above the poverty line, (2) ‘cash’ vs. ‘tied” benefits, the latter covering cost reductions for
specific services, e.g. housing, and (3) ‘general’ vs. ‘targeting’, the latter targeting specific groups
such as elderly or disabled people.
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levels of assistance. The reason is that the middle class and the working class have a
low interest in means-tested programs, which in the long-term leads to lower spending
and the erosion of social programs addressing basic needs. By contrast, it has been ar-
gued that redistributive policies targeting a broader section of the society not only en-
joy more public support but also positively affect levels of social assistance (White
2010). Korpi and Palme (1998, 661) term this the paradox of redistribution according
to which countries that are more concerned with programs targeting the poor and equal
public transfers for all are less likely to succeed in reducing poverty and inequality. As
a result, the existing literature relates higher welfare state effort in general with lower

poverty and assigns social assistance a weaker role in poverty alleviation.

The empirical evidence supports the paradox of redistribution. For example, a study by
Moller et al. (2003) does not find a significant effect of social spending on means-
tested benefits on poverty reduction in contrast to the proportion of social transfer for
child and family allowances. The results from the decomposition of poverty reduction
into means-tested and other social benefits by Sainsbury and Morissens (2002) indi-
cate that other social benefits play a larger role and that means-tested benefits do not
suffice to lift households out of poverty. Using institutional data Nelson (2004) also
confirms that social assistance levels are often set below the poverty line. The differ-
ence between the definitions of poverty used in empirical studies, 1.e. relative (and ab-
solute) poverty'’, and official poverty lines used to determine the level of social assis-
tance, which are clearly set below the relative poverty lines, can also partly explain
why empirical studies fail to confirm the impact of social assistance on poverty allevi-
ation (see Bahle et al. 2010). Recent research on poverty has moved from poverty con-
ceptions to material deprivation, defined as a set of items of basic needs (e.g. financial
capacity to keep home adequately warm or afford to buy meat every second day if de-
sired), and shows that these two conceptions are only partly congruent (Nolan and
Whelan 2010).?° However, empirical studies using material deprivation as a dependent
variable indicate that the generosity of social assistance schemes has a significant im-
pact (Nelson 2012).

1% Usually, relative poverty (or head counts) are calculated based on the share of households with a
disposable income below 50% of a country’s median income (e.g. Korpi and Palme 1998, Moller et al.
2003, Brady 2003, Misra et al. 2007, Backmann 2009), while absolute poverty is defined as the share
with income below a certain level held constant across countries and timespan, e.g. 50% of the median
income of the United States in a particular year (e.g. Kenworthy 1999, Scruggs and Allan 2006).

% The reasons put forward by Nelson (2012, 150) for the differences are that savings and support from
relatives along with public in-kind benefits and income from informal work allow individuals to make
use of basic goods, while personal preferences in lifestyles explain why materially deprived do not
have to be income poor.
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The second social program considered important to alleviate poverty is family-related
policies. The following paragraph focuses on policies addressing the needs and re-
sponsibilities of parents and their children, although family policies can also be under-
stood more broadly understood including policies referring to other family relation-
ships, e.g. between partners or children and their elderly parents (see Bradshaw and
Finch 2010). All welfare states provide a variety of policies that support families rais-
ing children, which include, among others, tax allowances, cash and non-cash benefits,
home care allowances, education, subsidisation of childcare, and parental leaves. In
general two types of family policies can be distinguished, which are related to differ-
ent roles of women in a society, e.g. as carer, earner or a combination of both (Misra et
al. 2007, Backman and Ferrarini 2010; see Fraser 1994, Sainsbury 1999 for a typology
of gendered welfare states).”' One type of family policies refers to traditional family
allowances that are often paid in form of flat rate or means tested benefits. They do not
depend on previous employment of women and more or less implicitly maintain the
gendered division of labour, namely between the male earner and the female caregiver.
The second type of family policies is referred to as dual-earner or work-family poli-
cies. They contain those policies that aim to facilitate female employment and to some
degree male care work, such as earnings-related paid or unpaid parental leave, care-

giver allowances and support for subsidised or state-provided external childcare.

Although the main purpose of family policies is not confined to poverty reduction but
also aims to compensate for the economic cost of children, to promote the reconcilia-
tion of work and family, and to improve gender equity (see Thévenon 2011 for a dis-
cussion), both traditional and non-traditional types contribute to the reduction of pov-
erty. Traditional family policies alleviate poverty directly through the additional
amount of cash benefits paid to families or single mothers, with the objective to either
augment or replace the earnings of the male earner. However, as Gornick et al. (1997,
65) claim, considering that women’s earnings are more and more important for house-
hold income policies, targeting mother’s employment can be increasingly understood
as a component of anti-poverty strategy. Childcare provision and paid maternity leave

reduce poverty by improving the labour market opportunities of mothers and providing

*! Welfare state pursue different strategies to eliminate gender equalities; the carer strategy (state sup-
ports care work with public funds, which remains mainly in the household, if employment is promoted
than part-time; Germany and Netherlands), the earner strategy (state treats women primarily earners
and promotes their employment by shifting care work from family to the market; Canada, USA, UK),
the earner-carer strategy (aims to divide care work and paid employment equally between men and
women by linking care-related to working-related benefits; Scandinavia) and the choice strategy (pro-
vide support for both caregiving within families and women’s full-time employment; Belgium and
France; see Misra et al. 2007, Fraser 1994, Sainsbury 1999).
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income during the period following the birth of the child. However, this does not mean
that all dual-earner policies decrease poverty. Total length of leave may weaken em-
ployment opportunities in the long-term due to longer interruption of work (Misra et
al. 2007).

The impact of these two types of family policies on poverty has been confirmed by
different studies. Misra et al. (2007) analysis of nine countries between the mid-1990s
and 2000 suggest that more generous traditional family allowances, total paid and un-
paid family leave as well as the support of childcare are all related to lower poverty
levels. By contrast, paid maternal leave has no significant effect on poverty. Their hy-
pothesis that the length of parental leave has a curvilinear impact on poverty is sup-
ported by their findings (see also Lalive and Zweimiiller 2009). Micro-level factors
such as higher age, employment (full-time and part-time), higher education as well as
having a partner also reduces poverty, while having a lone parent increases poverty.
Béackman and Ferrarini’s findings (2010), however, only support the alleviation effect
of dual-earner policies in contrast to traditional family policies. Their results further
show that when controlling for the higher quality of childcare services this effect is
enhanced and traditional family policies have a significant effect in alleviating pov-
erty. The findings are robust when looking at 21 countries including Eastern and Cen-

tral Europe or sub-samples.

Closely related to the labour market is also the last type of social program, unemploy-
ment programs. They have been introduced relatively recently in industrial societies,
as compared to other major social security schemes, due to the political conflicts these
programs created between labour and capital (Wennemo 1994). The main reasons put
forward are their effects on poverty, labour supply and economic progress. Unem-
ployment and the concomitant loss of market income during cyclical downturns can be
seen as an “old” risk addressed by the industrial welfare state, which retrieved im-
portance during the last decades affecting not only low-skilled workers but also white-
collar employees (Huber and Stephens 2006). The central idea behind unemployment
insurance schemes has been to serve as a countervailing mechanism by reducing the
resulting fluctuations in disposable incomes of workers and their families (Sjoberg et
al. 2010). The impact of the design of unemployment insurance policies and particular
institutional characteristics such as replacement rates, coverage and duration on pov-
erty has also been tested. Backman’s (2005, 2009) analysis across 16 Western coun-
tries between 1980 and 2000 indicates that unemployment insurance generosity has an
alleviating effect on poverty. Furthermore, he shows that the increase in the average

generosity between 1980 and 1990 reduced the growth of poverty, while the opposite
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is the case for the second period. These effects are robust even when controlling for
unemployment rates, the share of single earners, and the female labour force, all not
significantly related to poverty. His previous analysis further finds that two particular
institutional characteristics are important, i.e. net replacement rates and, to a lesser ex-
tent, the duration of unemployment insurance schemes in contrast to the coverage of
the working force (Biackman 2005). These results are corroborated by Kenworthy’s
(1999) older cross-sectional study of 15 advanced industrialised countries around the
year 1991. Higher social wages — measured by the replacement rate in percentage of
the median worker income — are related not only with lower relative but also absolute
poverty. However, Scruggs and Allan (2006) do not find any significant effect of un-
employment insurance generosity either on relative or absolute poverty using the Lux-
embourg income data across 16 OECD countries between 1980 and 2000. The results
instead show that the generosity of sickness and pension benefits are better predictors
for the prevailing level of poverty of the working population and the elderly popula-
tion respectively. The authors point to the sensitivity of the results and the high corre-
lation with other indicators of welfare generosity such as spending, pension and sick-
ness benefits. When excluding these three alternative welfare state measures, the coef-

ficients are, as expected, negative and significant.

The controversy on unemployment insurance programs, namely the length and gener-
osity of the reservation wage received when workers stop working, has also been re-
lated to both labour supply and demand (see Esping-Andersen 1999). If the reservation
wage, 1.e. the replacement ratio and maximum duration of benefits, is set too high it
has been argued to create incentives to prolong the dependency on unemployment in-
surance because most social insurance programs stop paying benefits when beneficiar-
ies return to work. In addition, unemployment programs might affect unemployment
through their impact on earnings. As Sjoberg et al. (2010) argue generous benefits re-
duce the concern of unemployment that in turn increases pressures from unions on
wages not compatible with full employment. Empirical findings on the effect of bene-
fit levels on unemployment are mixed, but there is some evidence that the duration of
eligibility lengthens unemployment (e.g. Nickell 1997). Tomlinson and Walker
(2012), for example, show that almost half of unemployed Germans in 2003 were still
unemployed two years later, while this was only the case for 26% of the British unem-

ployed.*

** The data also indicates that in the United Kingdom 30% of the respondents moved from the unem-
ployed to the inactive category compared to 23% in Germany (Tomlinson and Walker 2012, 59f.).
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Labour demand might also be affected by generous unemployment insurance schemes
as they load higher fixed labour costs onto employers and thus raise the wage floor.
The effect is, as with minimum wages, the pricing out of less productive workers
(Nickell 1997). Consequently, workers with earnings close to the wage floor are main-
ly affected because social contributions cannot be shifted to employees and the result-
ing high non-labour costs hamper the creation of employment. Again, the empirical
evidence of labour taxes on unemployment and employment is not conclusive (see
Blau and Kahn 2002). Esping-Andersen (1999, 124) does not find empirical support
that the generosity of unemployment benefits affects the unemployment rates of mar-
ginal labour market groups such as young, female and unskilled workers. But, as dis-
cussed above, rather than being forced into unemployment those groups are employed
on temporary contracts, jobs in the informal sector or self-employment, which are tra-
ditionally not covered by unemployment insurance schemes (Eichhorst and Marx
2012).

The literature, however, has advanced different reasons why generous unemployment
schemes positively affect labour supply and overall economic progress. First, the
availability of unemployment programs in turn enforces labour market participation
because eligibility to these programs requires former employment participation (Blau
and Kahn 2002). Second, longer unemployment spells may also benefit the economy
in general because job seekers may have more time to find adequate employment that
matches their skills better. The main role of unemployment programs is to provide an
alternative income source to compensate for the cost of a job search. Finally, drawing
on the varieties of capitalist literature, unemployment insurance in combination with
other forms of protection can reduce wage uncertainty over a worker’s career, and thus
increases the incentives to invest in human capital and particular types of skills (Es-
tevez-Abe et al. 2001). As a result, contingent upon a country’s institutional context, it

can promote economic activity.

In general, the overall impact of the welfare state structure on poverty has hardly been
contested. Nevertheless, scholars in other disciplines such as economy and sociology
have put forward alternative explanations for cross-national variations in poverty.

These are discussed more in detail in the next subsection.

1.1.2 Alternatives explanations — economic and structural approaches

Alternative approaches on poverty and inequality and their development over time can
be distinguished in two broader strands, one emphasising economic factors and the

other structural factors.
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Economic approach

The economic contributions mainly focus on the relationship between efficiency and
equality. Central questions are not only how the state of the economy affects inequali-
ty, but also the effects of inequality on economic growth. While some authors contend
that a certain level of equality and standard of living is essential for a prospering econ-
omy, mainstream economics argues that economic growth resulting from efficiently
functioning markets is necessarily accompanied by an unequal distribution of the out-
comes. According to this argumentation, tackling the problem of inequality through
redistribution and income transfers only hinders the development of the economy and
results in lower economic prosperity for the whole population (see Zweimiiller 2000
for a critical discussion). The simplified argument instead maintains that economic
growth and progress should be promoted, i.e. that “a rising tide of economic progress
lifts all boats”.”* In other words, the whole society benefits from increased affluence, if

not necessarily in the same way.

Studies, mainly focusing on the United States, have empirically supported the inverse
relationship between economic growth and poverty, at least in the 1960s and 1970s as
well as during the economic boom in the late 1990s (e.g. Freeman 2001, Gundersen
and Ziliak 2004). However, the traditional interpretation of the efficiency-equity trade-
off was called into question in the 1980s, when the economic expansion in the United
States did not coincided with the expected reduction in poverty. The main reason put
forward was that the effect of economic growth was partly compensated by the con-
comitant rise in income inequality (Blank 1993).* Corresponding research on Europe
is rare and mainly uses economic growth as a control variable in their multivariate
models. The existing evidence on the impact of economic growth on poverty and ine-
quality is mixed. For example, Brady (2009) and Biackman (2009) show that economic
growth reduces poverty, while Scruggs and Allan (2006) find no statistically signifi-
cant effect. Moreover, these studies show that the explanatory potential of economic
growth is minimal once additional variables such as welfare state effort are included in

the models.

Closely related to the well-being of individuals and economic growth is supply and

demand of labour. Regarding the supply of labour, economists stress the importance of

» This proverb mistakenly attributed to John F. Kennedy in 1963 originates according to his
speechwriter Ted Sorensen (2008, 227) from a slogan used by New England’s regional chamber of
commerce.

** But the shape of income distribution matters (Gundersen and Ziliak 2004, 61). Even if inequality
remains stable, the poor living in highly unequal society gain proportionally less from growth than
those living in rather equal society (Ravallion 2001).
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the productivity of workers, which benefits not only the economy as a whole but also
reduces poverty risks of workers through higher wages. Accordingly, the increase of
workers’ productivity and the related investment in human capital has been at the cen-
tre of the debate, rather than provisional income transfers (e.g. Psacharopoulos 1994,
Besharov and Call 2009; see Brady 2009 for a discussion). Comparable to the litera-
ture on social investment as a third alternative to neo-liberal deregulation and the tradi-
tional income and job protection (Jenson 2009), it has been argued that investment in
human capital and education reduces poverty and inequality by improving the labour
market opportunities of individuals. The provision of education and training services
to individuals at different stages in life not only impedes the spread of low-skill jobs
and reduces wage inequalities, but also realizes economic growth and poverty reduc-
tion in the long-term.”” But investment in human capital can also be seen as a mean to
reduce the risk of individuals to become unemployed. Inadequately equipped workers
cannot easily satisfy the demand of the market, and thus experience higher risks of un-
employment, which in turn affect their poverty risks not only directly, through the loss
of labour income, but also indirectly, through lower wages due to the greater supply of
low-skilled workers (Ricardo 1931, discussed in Brady 2009). Relating unemployment
to the economic situation of a country, individuals in general, regardless of their skills,
are affected by higher unemployment rates as economic downturns reduce real wages
(Moller et al. 2003). However, redistributive programs may offset the impact of unem-

ployment on poverty.

The empirical findings on the effect of unemployment are inconclusive. While poverty
and unemployment rates seem to be almost perfectly correlated in the United States
and Canada between the 1970s and the late 1990s, the evidence is rather mixed for Eu-
rope during the same period. The German case is comparable to North America. In
Sweden and UK, however, poverty rates grew more rapidly than unemployment rates,
while the opposite is the case for countries such as Italy, France, Denmark and Ireland,
where higher unemployment did coincide with higher poverty rates (Gundersen and
Ziliak 2004; Atkinson 1998, Smeeding 2005). Likewise, the evidence from multivari-
ate analyses is ambiguous (see Gustafsson and Johansson 1999). Results from Moller
et al. (2003), for example, indicate that higher levels of unemployment are associated

with higher poverty, but also that states experiencing higher unemployment levels are

* The social investment approach, however, goes one step further and considers additional aspects of
social investment such as publicly provided childcare arrangements that help parents to reconcile work
and family or policies that preserve the human capital of unemployed. Despite increased social ex-
penditures in areas such as active labour market policy, family and education (Nikolai 2009), the con-
tributions in Morel et al. (2009) show that there is still a great potential for improvement.
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more efficient in reducing poverty. Comparably, a majority of these studies finds that
social programs moderate the impact of unemployment on poverty (Biackman 2009,
Brady et al. 2009). While no clear pattern can be identified at the macro-level, the
findings at the individual level are more consistent, namely that the unemployed are
exposed to higher poverty (e.g. Sainsbury and Morissens 2002, Brady et al. 2009,
Graaf-Zijl and Nolan 2011).

Structural approach

Economic progress and unemployment also play a central role for the structural ap-
proach, though embedded within social and economic developments taking place since
the 19" century. According to this strand of literature, transformations from agriculture
to industrialisation as well as from industrialisation to de-industrialisation have affect-
ed inequality in advanced industrialised countries. Kuznets’ (1955) contribution, for
example, argues that the relationship between income inequality and economic devel-
opment has an inverted-U shaped form. Based on scant empirical evidence for the
United States, England and Germany, he shows that the transition from agricultural to
industrial economy was accompanied by a rise in inequality between the end of the
18™ and the 19™ century due to migration from more egalitarian rural areas to more
unequal urban areas. However, the higher per capita productivity of industrial workers,
relative to that of farmers, and the related higher wages led to a rise in the income
share of the lower income groups and was concomitant to a decrease in inequality in
the 1920s.?° Other causes related to Kuznets’ curve have been the growth in labour
force, in particular of unskilled labour, and the diffusion of education®’, albeit two fac-
tors increasing inequality (Kuznets 1955, Lindert and Williamson 1985; Nielsen and
Alderson 1997). These hypotheses have been confirmed in a number of studies, in-
cluding developing countries, at least until the 1990s (Williamson 1991; Nielsen and
Alderson 1995).

Since the 1970s, a rise in inequality, labelled as the “Great U-Turn” by Harrison and
Bluestone (1988), has been observed first in the United States and later in other ad-

%6 Among other factors referring to investments and savings strategies of different agrarian and non-
agrarian groups, Kuznets (1955, 17) also mentions the role of “native” workers, those born in the cit-
ies, and their ability to adapt and organise themselves politically resulting in “a variety of protective
and supporting legislation.”

%7 According to the economic argument, a rise in the supply of workers with higher education should
increase competition for the respective employments and thus reduce the wage differences between
better and less educated. But it has been maintained that the distribution of income is more significant-
ly affected by the dispersion of educational attainment than the average level of education because at
the individual level more education is associated with higher income. Therefore a higher dispersion of
educational attainment is related to higher income inequality (see Nielsen and Alderson 1997, 17).
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vanced industrialised countries. Different explanations have been related to the trans-
formations of the economy and the society including, among others, deindustrialisa-
tion and globalisation, as well as changes of traditional family structures and gender
roles (see also Alderson and Nielsen 2002, Esping-Andersen 1999). Deindustrialisa-
tion, i.e. the decline of manufacturing employment and the transition to a service-
oriented economy, has been seen as central determinant of increasing inequality. It has
been argued that not only the income distribution is more equal in the industrial sector
but also that the average wage is higher than in the service sector, affecting especially
low-skilled workers. This can be explained by Baumol’s (1967) cost-disease effect,
which states that productivity increases are easier to achieve in the industrial sector
than in the service sector. Technological innovations in machines or materials increase
industrial workers’ productivity, which in turn justifies respective wage increases. By
contrast, productivity growth is more difficult to achieve in the labour-intensive ser-
vice sectors (e.g. education, health care and personal services). Moreover, technologi-
cal progress also changes the demand for workers with different skill levels. While
medium-skilled workers in routine tasks become replaceable by computers, the rela-
tive demand for both high-skilled and low-skilled workers in non-routine tasks in-
creases because they are more difficult to replace with machine labour. If the demand
in labour is not balance out by a respective shift in the composition of labour supply,
e.g. through investment in education and training, the reduction in earnings and em-
ployment of medium-skilled workers compared to both low-skilled and high-skilled
workers increases inequality (see OECD 2012b, 190). These developments are also re-
lated to Iversen and Wren’s (1998) trilemma of the service economy where govern-
ments in post-industrial economies are confronted with the choice between fiscal re-
straint, wage inequality and employment growth.*® Both the lower productivity growth
in the service sector and the increasing premium on education and skills makes neither
low employment levels nor the increase in public spending an acceptable alternative
and therefore increases the pressures to admit higher wage inequality. The empirical
findings so far show that deindustrialisation measured by industrial employment is re-
lated to higher poverty (Moller et al. 2003, Brady 2009) as well as higher inequality
(Gustafsson and Johansson 1999, Alderson and Niesen 2002). While the alleviating ef-

*¥ Esping-Andersen (1999, 107-111) refers to the dilemma between professionalisation with exclusion
versus full employment with job polarisation. Professionalisation can only be reached if services are
relatively stagnant, at the cost of unemployment and labour market exclusion, while employment crea-
tion is only possible by accepting less favourable service occupations. His findings not only indicate
that the ratio of professional to total growth is negatively related to service economy growth, but also
that this development is paralleled by the increase of the low-skilled service occupations despite the
trend of occupational upgrading in post-industrial economies.
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fect of higher education on poverty at the micro-level is unchallenged, the few studies
analysing the impact of skills or class not only indicate that the higher salaried group
and higher white/blue collar have considerably lower poverty risks than the lower
white collar and skilled manual workers, but also that lower service sector employees
have not significantly higher poverty risks than manual workers (Whelan and Maitre
2010, Tomlinson and Walker 2010).%

Besides economic changes in production patterns, societal transformations such as the
ageing of the population and the changing role of women in society have also been re-
lated to inequality and poverty. The latter is evident in changes to family structures
and the (re-)emergence of single parent families, as well as in the entry of women into
the labour market. This is not only the result of women’s desire to work due to the
emergence of post-material values such as gender equality and personal fulfilment (In-
glehart 1977), but also due to economic needs such as the necessity of two incomes for
financial maintenance of the family.*® The impact of increased female labour force
participation on inequality and poverty is debated. It has been argued that lower earn-
ings of women mainly employed in the low-paid service sector expand the lower end
of income distribution. Assortative mating, i.e. people’s tendency to choose their part-
ners in groups with similar education and earnings level, further increases the income
gap between high-income and low-income households (Thurow 1987, OECD 2001).
Other authors, however, argue that the latter is not only compensated but even sur-
passed by the higher share of families moving close to the centre of the income distri-
bution resulting from the supplementary income from women’s work (Cancian et al.
1993). Another reason is the diversification of the increasing unemployment risks in

post-industrial economies with the labour market entry of the partner from one to two

¥ For an extensive discussion on the effect of globalisation in form of capital mobility, global trade,
and migration on inequality see Alderson and Niesen (2002) and Alderson (1999). In a nutshell, the
authors argue that capital mobility and foreign direct investments as well as higher trade reduces the
demand for domestic low-skilled workers, which have to compete with lower paid workers in other
countries (see also Wood 1994). Accordingly, inequality increases due to the falling earnings or em-
ployment loss of low-skilled workers concentrated in the bottom of the income distribution. The rise
of immigration further aggravates not only the situation of low-skilled workers due to an increase in
the relative supply of unskilled labour, as the majority of immigrants exhibit lower skills (Borjas
1994), but also a country’s prevailing level of inequality because immigrants have greater difficulties
integrating the labour market due to discrimination (Le Grand and Szulkin, 2002).

3 These developments have to be considered within a historical context. The inactive housewife mod-
el is rather a recent phenomenon, albeit an older ideal. While it was common in agricultural societies
that all family members contributed to the household’s income, in industrialised pre-war countries
unmarried family members at least had to pursue remunerate work as well (Hausen 1999). Only the
boom of the post-war era made the male breadwinner model, the capacity of the husband to maintain
the whole family, feasible and allowed women choose to stay at home. However, according to Esping-
Andersen (1999, 28), it is exactly the mass consumption created in this era that built the basis for the
demand for female service occupations (e.g. modern equivalent of household attendance).
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family members (Bickman 2009). Therefore, female labour market participation has

been related to lower poverty.

Empirical evidence suggests that one wage alone does not suffice anymore to provide
for a family and thus that parental employment is a strong predictor of poverty (Gor-
nick et al. 1997, Chen and Corak 2008, Fritzell and Ritakallio 2010). In the mid- to
late 2000s, poverty rates of dual-earner families were considerably lower compared to
single-earner families (e.g. United States 7% vs. 31% and Sweden 1.4% vs. 19%;
OECD 2011). The role of labour market participation is even more detrimental in the
case of single parent households, which have considerably higher risks to live in pov-
erty than other family compositions across all countries, though to a different extent
(e.g. Gornick and Jantti 2012). But the lower prevalence of poverty for single parents
living in Nordic countries compared to those living in Continental Europe or Anglo-
phone countries has not only to do with welfare schemes but also with their employ-
ment patterns (Esping-Andersen 1999). In 2008 the employment rates of lone parents
is highest in Sweden and Denmark (above 80%), followed by the United States (75%),
France and Germany (71% and 66%, respectively). These findings further indicate that
labour market institutions affecting earnings and employment chances are central to
understand cross-national differences in poverty. While the empirical evidence on the
inverse relationship between female labour force participation and poverty is support-
ed at the micro-level, the results are more mixed at the macro-level. The majority of
the studies find no significant effect on poverty (Moller et al. 2003) or inequality (Gus-
tafsson and Johansson 1999), when controlling for other factors such as labour market
and welfare state institutions.’' Bickman (2009), however, shows that female labour
participation has had a robust and alleviating impact on poverty during the last two
decades. Alderson and Nielsen’s (2002) results suggest a positive relationship between
female labour participation and inequality, but they point out in the discussion that this
finding might be confounded by the growth of single parent families, for which they
do not control. If included in the analysis, the share of female-headed households is

associated with higher poverty risks (Bradley et al. 2003).

In sum, both strands of literature provide different explanations as to why inequality
and poverty have varied across countries and evolved over time. While the economic

approach focuses mainly on economic growth as well as unemployment, the structural

3! The findings are similar for the effect of the ageing of the population, where no effect has been
found at the micro-level (Gustafsson and Johansson 1999), although it has been argued that it increas-
es inequality, within the elderly population as well as in comparison to the working age population.
Moreover, recent research indicates that elderly experience lower risks of ending up in poverty (Huber
and Stephens 2006).
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approach goes beyond by combining demographic and labour market factors into one
model. Moreover, it indicates that deindustrialisation and the decline of jobs in the
manufacturing sector hits particular groups of the society harder than others. However,
it neglects the fact that even though all advanced industrialised countries had to cope
with similar problems resulting from these structural developments, the poverty risks
these particular groups are exposed to differ across countries. The first part of this sub-
chapter indicates that states choose different strategies to counter these challenges, de-
pending on the political and institutional context. Leaving the market to adjust produc-
tivity differentials to labour cost resulting in a polarisation of the labour market and
the emergence of marginalised, less-productive low-wage jobs in service sector is only
one approach. Alternatively, states can also try to keep the earnings in the service sec-
tor on pace with wage development of the economy, e.g. through wage setting institu-
tions, albeit at the cost of increasing unemployment when low-paid service jobs be-
come too expensive. Finally, the effects of structural challenges can also be lessen by
providing services either indirectly through subsidies to consumers (e.g. provision of
childcare) or directly through the government production, i.e. by ‘outsourcing’ the
costly service jobs from the private to the public sector (Esping-Andersen 1999). The
latter two options not only show that there is room for manoeuvre in political decision
making, but also that the existing institutional context organising the labour market
and the welfare state makes some alternatives more feasible than others (Pierson
2001).%> However, although the labour market and welfare system play a central role,
the economic and structural approach also suggest that contextual or exogenous factors

of the economy and the society have to be taken into account to explain poverty.

The literature review so far emphasises that a country’s prevailing poverty is affected
by different factors, which can be coped with in several ways. States can directly in-
tervene by providing specific social aid, or alleviate poverty indirectly through labour
market interventions. Non-institutional factors such as economic growth and unem-
ployment, as well as the prevalence of structural factors such as skills, employment
patterns and family composition of households within a society also affects a country’s
prevailing poverty trends. While these approaches explain cross-national variations in
poverty, they explicitly or implicitly assume that all residents have the same economic
and social rights, and therefore the same access to social programs and the labour mar-

ket. However, as Figure 1 (see introduction) shows, typologies of welfare regimes and

32 It must be acknowledged that the authors discussed above also point to factors lying outside a strict-
ly defined market sphere or society (Gustafsson and Johansson 1999, Thurow 1987, Alderson and
Nielsen 2002).
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political economies fall short of explaining cross-national differences between immi-
grants and non-immigrants by their own. Morissens and Sainsbury’s (2005) results
demonstrate that Swedish and British immigrants fare better in comparison to their
counterparts in Denmark and the United States in terms of poverty risks. Studies ana-
lysing labour market participation further show that immigrants living in Switzerland
or Austria have higher probabilities to pursue paid employment than those in the UK
or Sweden (Kesler 2006, Koopmans 2010). The next subchapter therefore draws on
the migration and citizenship literature, which complements the literature reviewed
above.

1.2 Review of the migration and citizenship literature

The migration and citizenship literature provides an interesting basis for explaining
cross-national differences in immigrants’ poverty by taking the policies that are di-
rected at immigrants into account, namely those regulating their means of access into
the country (immigration policies) as well as those targeting immigrants living in the
receiving country (integration policies). The literature on the integration of immigrants
has been closely linked to the literature on citizenship. A number of researchers argue
that conceptions of national identity or nationhood are reflected in citizenship policies
(e.g. Brubaker 1992, Ireland 1994, Koopmans and Statham 2000, Heckmann and
Schnapper 2003).* Consequently, the way in which a society perceives itself allows

foreseeing how newcomers will be integrated into the receiving country.

Citizenship has traditionally been studied in relation to national identity, sovereignty
and state control and in the last decades focused on the challenges immigration impos-
es. In its broadest form it has been defined as a “form of membership in a political and
geographic community”, usually related to a state (Bloemraad et al. 2008, 154; for a
critical discussion see Joppke 2010). According to these authors at least three aspects,
and related strands of literature, can be distinguished.’* They relate citizenship as legal
status to notions of nationhood and national belonging, to multiculturalism and group

rights and, finally, political, economic and social participation. These different aspects

33 Although the concepts of ‘nation” and ‘national identity’ have been contested, a nation can be un-
derstood as a group of people who perceive themselves as belonging to a certain state. This means that
a nation is an ‘imagined community’ (Anderson 1983) because it is the result of subjective self-
identification and, in contrast to other ‘imagined communities’, imagines its community in relation to
a state regardless whether the state actually exists or merely constitutes a political goal the community
strives for (e.g. Miller 1995). National identity, on the other hand, points to the salience and content
thereof.

3* The following literature review is limited to contributions linking citizenship to the nation-state. For
an introduction on post-national and transnational citizenship see Bloemraad et al. (2008).
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of citizenship, which are closely related, also reveal the presence of inherent tension

. . . 35
between inclusion and exclusion.

Among the studies focusing on the legal status of citizenship, one of the most influen-
tial contributions is Brubaker’s (1992) historical analysis of Germany and France,
where he distinguishes between two main forms of nationhood. The ethnic-cultural
model of citizenship represented by Germany rests upon exclusive markers such as
ethnicity and a community of descent, reflected in the ‘ius sanguinis’ principle of the
naturalisation process. In contrast, the civic-territorial model, prevalent in France,
builds on a civic culture and political institutions and naturalisation is politically sup-

ported based on the place of birth, the ‘ius solis’ principle.

This dichotomous citizenship typology has been criticised for several reasons. Some
scholars maintained that citizenship laws have recently been changed or challenged in
Germany and France despite relatively stable conceptions of nationhood. Moreover, it
has been emphasised that the mere focus on citizenship acquisition gives insights
about the effort immigrants have to make to become part of the society, but neglects
how nation-states treat non-citizen groups and the importance of alternative forms of
immigrant incorporation without being a formal member of the state (see Soysal 1994,
Bommes and Geddes 2000, Freeman 2004, Myles and St-Andraud 2006).>° A last cri-
tique has been that the classification of whole countries either as civic or ethnic based
on case studies does not account for high variations in national citizenship policies
(Alba 2005, Zolberg and Woon 1999, Banting et al. 2006).>’

As a result, different efforts have been made to refine the original civic-ethnic distinc-
tion by adding new models to the original distinction. These account for cultural group
rights by extending the number of countries and empirical indicators that allow tracing
changes in conceptions of citizenship over time (e.g. Castles and Miller 2009 [1993],
Safran 1997, Koopmans and Statham 2000, Koopmans et al. 2005, Sainsbury 2006,

3 Exclusionary conceptions of citizenship hinder foreigners from acquiring legal status and limits
their range of rights, which in turn affects their participation in the society, while inclusionary concep-
tions granting immigrant equal rights and participation might question national belonging and solidari-
ty (Bloemraad et al. 2008, 156).

36 Soysal (1994), for example, includes the society into her incorporation regime. According to her,
membership can be organised by the state or within society either by individuals or corporate groups,
which in turn influences how migrants will be incorporated.

37 Related to this point is the critique, mentioned in the introduction, of using nation-states as unit of
analysis (Favell 2003). Several authors argue that integration, but also citizenship policies (for the case
of Switzerland, see Helbling 2008) vary across regions and cities (Penninx et al. 2004, Penninx 2005).
Whether this is the case, is not yet empirically exhausted. Koopmans’ (2004) comparison of Germany,
the UK and the Netherlands shows that variation between countries is bigger than within countries (for
similar findings However, as Korpi and Palme’s (1998) paradox poverty rates, see Kangas and Rita-
kallio 2007).
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Howard 2009). Castles and Miller (2009 [1993], 43), for example, proposed to inte-
grate a third ‘multicultural model’, which allows immigrants who are willing to natu-
ralise easy formal access, in contrast to the ‘ethnic model’, and the recognition of spe-
cific collective rights for immigrant minorities to maintain their native traditions and
customs, in contrast to the ‘civic model’. Koopmans and Statham 2000 (see also
Koopmans et al. 2005) start from the civic-ethnic dimension, i.e. the difficulty to get
access to citizenship (individual equality), and advance the idea of cultural group
rights by including an additional dimension, ‘cultural difference’, to capture whether
specific cultural group rights are assigned to foreign minorities (cultural pluralism) or
not (cultural monism, i.e. a shared national culture). The resulting four ideal types in-
clude a ‘civic pluralism’ type combining a civic territory conception of citizenship
with a provision of cultural group rights (Netherlands and the UK), a ‘civic republi-
canism’ type requiring assimilation to the national culture (France), an ‘ethnic assimi-
lation’ type drawing on descent and ethnicity (Switzerland, Austria, Germany) and fi-
nally an ‘ethnic segregation’ type where immigrants are excluded from the political
community but are not forced to give up their ethnic-cultural background (e.g. German
or Swiss ‘guest worker’ countries before the oil crisis in 1973 or the Gulf States; see
also Soysal 1994, Ruhs 2009). This two-dimensional conceptual space, which not only
allows classifying whole countries but also relies on a number of different indicators,
captures conceptions of citizenship in institutions and discourses by tracking changes

in policies as well as the positions of different actors across countries and over time.

The inclusion of cultural group rights and multicultural policies into the citizenship
models not only mirrors the political debate on multiculturalism in the 1970s but also
attempts to include scholarly debates, mainly from normative political theory related
to the second aspect of citizenship (see Bloemraad et al. 2008). This strand of litera-
ture has intensively discussed the principles of liberal democracies governing diverse
societies and whether cultural minorities, including immigrants, should be recognised
and accommodated by respective policies and laws (e.g. affirming multiculturalism in
the legislation as in Australia and Canada). Proponents of the multicultural strategy
have argued that this type of policy facilitates the integration of minorities, in particu-
lar immigrants, into the receiving country’s society (Kymlicka 1995, 2001, Taylor
1994), while other authors have highlighted the central role of ‘universal’ citizenship
reflected in policies ensuring individual equality as the best way to reach efficient in-
tegration outcomes (e.g. Barry 2001). The recent retreat from multicultural policies in
the Netherlands, Australia and Britain supports the latter position (see Joppke 2004).

In this vein, the importance of individual rights as “formal capacities and immunities
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connected with the status” of citizenship has been stressed (Joopke 2007, 38). This
conception of citizenship lies in the liberal tradition of the relationship between the
state and individuals. While individuals regardless of their nationality have basic
rights granted by the state, they also have obligations, such as respecting the prevalent
laws or paying taxes regularly. Besides civil and certain political rights, social rights
that aim to ensure a minimum income are the most important, and these rights are also

granted to non-citizens.

The close relationship between rights and participation in the society, the third aspect
of citizenship, has been emphasised by Marshall (1950, 8), who defines citizenship as
“a claim to be accepted as full members of the society”. His analysis of development
of citizenship suggest that citizenship since its introduction by the modern nation-state
in the 19" century has been steadily expanded from civil to political and social rights.
His conception of citizenship involves all three aspects of citizenship, as legal status
and the extension of citizenship rights encourage participation and a sense of belong-
ing and thus promote social cohesion (Bloemraad et al. 2008, 157, see also Marshall
1950, 40f.).

The adaptation of Marshall’s conception of citizenship to immigrants is problematic
since citizens are equated with nationals.®® But, as most authors agree, the corre-
spondence between nationality and citizenship rights has blurred. Entitlement to a va-
riety of privileges and rights does not depend anymore on the naturalisation process
and the establishment of close ties with the receiving country, but instead on the im-
migration (or entry) category, e.g. labour migrants, refugees and asylum seekers,
family members and undocumented immigrants. Consequently, the citizenship litera-
ture maintains that the main division in a country’s resident population is not between
nationals and non-nationals, but between holders of different types of residence per-
mits, namely between permanent and temporary residents (Brubaker 1989, 156;
Hammar 1990; Sainsbury 2006).%° As these authors contend, the rights of citizens and
immigrants, at least permanent and legal residents, hardly differ. The reason is that
permanent residence permits and permission to work come along with almost unre-

stricted access to the labour market, education, business, social programs and civil

3% Kymlicka (1995, 180) argues that Marshall’s theory falls short of explaining the development of cit-
izenship rights of other groups such as women, children and native minorities which have been histor-
ically granted first social rights and then political rights, and to neglect the circumstance that they
“they might feel excluded despite the possession of citizenship”. Associated with this is the critique
that Marshall does not appreciate cultural rights as a precondition for participation (Baubdck 2001, see
Bloemraad et al. 2008, 157).

** More detailed research, however, has found that differences regarding the access to social service
exist even between citizens and permanent residents (Gran and Clifford 2000; Sainsbury 2006; Van
Hook et al. 2006, Aleinikoff and Klusmeyer 2002).
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rights, if not necessarily political rights (Layton-Henry 1990, 189; Hammar 1990,
Soysal 1994, Guiraudon 1998, Joppke 1999).

The facilitating role of citizenship rights on immigrant’s participation is only one
means of the relationship between rights and social participation. Alternatively, indi-
viduals gain access to rights through the mere participation in the society and econo-
my, e.g. employment and payment of taxes, even though they are excluded from for-
mal citizenship. Research in participation and assimilation of immigrants, the third
strand of the citizenship literature, has mainly focused on the comparison of immigrant
and native outcomes such as economic well-being, educational achievements, and cul-

tural acceptance (for an overview see Bloemraad et al. 2008, 162ff.).

Several explanations have been proposed to explain differences in the socio-economic
outcomes of immigrants and citizens (or non-immigrants), which make reference to
factors at the micro- and macro-level. The first group entails not only socio-economic
characteristics such as age, family composition, gender and education, but also immi-
grant-specific characteristics. Considering the latter, ‘motives for migration’ (e.g. fam-
ily reunification, employment or fleeing persecution; see Bauer et al. 2000, 25f.) and
‘migration histories’, such as the years since entry or knowledge of the language of the
host country, have been identified as important determinants of socio-economic out-
comes. For example, naturalisation has been found to be an important determinant of
labour market outcomes. Immigrants that have acquired the nationality of the country
are not only more often employed than their fellow residents, but also have higher
wages regardless of the duration of the naturalisation processes (see SOPEMI 2010,
Bratsberg et al. 2002 for the US, Steinhardt 2008 for Germany, Scott 2008 for Swe-
den). This might also be related to the positive effect of language acquisition on wages
(Epstein 2009), which is central condition to obtaining nationality. When looking at
the outcomes of non-naturalised foreigners, Kahanec and Zaiceva (2009) show that
non-EU immigrants not only have lower probabilities of being employed than natives,
but also earn less money (at least men). This remains true even after controlling for
foreign origin, human capital, household characteristics (marital status, household size

and number of children), as well as the respondents’ health (for the importance of birth

“ The post-national citizenship approach explains this development by referring to the human rights
discourse that gave rise to an alternative form of citizenship entitling socially and financially contrib-
uting residents with civil and social rights (Soysal 1994, Baubock 1994). Alternative explanations for
the extension of immigrants’ social rights to those of citizens have also been the role of courts and bu-
reaucracies to ‘silently’ implement equal rights for residents without having to amend constitutions
(Guiraudon 1998), simply the enlargement of the welfare state (Ryner 2000), and the role of political
parties and immigrant organisations (Sainsbury 2012). However, recent studies indicate that nation-
states have started to curtail immigrants’ rights (Emmenegger and Careja 2012, Sainsbury 2012).
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cohort and year of arrival, see also Cintron-Velez 1999, Myers and Cranford 1998).
But migration-specific characteristics also include meso-level factors related to ‘mi-
gration communities’ such as ethnic organisations or social networks. These migrant
organisations create ‘network externalities’ such as helping newly arrived immigrants
(as well as long-term residents) to get central information about the receiving country
and specific opportunities, for example those related to employment, the creation of

small enterprises, or accommodations (Portes 1998, Fennema 2004, Epstein 2009).

The second group of explanatory factors focuses on the macro-level such as immi-
grant-targeting policies that are directly related to nationality acquisition or specific in-
tegration policies and, to a less extent, the institutions structuring the labour market
and the welfare state (Barrett and McCarthy 2008). Kogan’s (2006) analysis, for ex-
ample, tests how labour market and welfare state institutions affect foreigners’ labour
market outcomes. Her results indicate that immigrants born in non-EU countries ex-
hibit higher rates of unemployment than citizens, even after controlling for the regions
of origin, the educational level, age, and the year of entrance into the host country, but
that the native-immigrant gap is smaller in countries with liberal welfare regimes and
less rigid employment protection such as the United Kingdom and Ireland as com-
pared to Scandinavian countries (e.g. Sweden and Denmark). Lewin-Epstein et al.
(2003), on the other hand, compare labour market integration of Russian immigrants in
Canada and Israel. In doing so, they control for different institutional factors related to
immigration, such as the selection of immigrants as well as the provision of labour
market integration services. Their empirical findings show that the absence of immi-
grant targeting programs in deregulated markets combined with selection of immi-
grants based on the labour demand, as is the case in Canada, does not automatically

lead to better outcomes for immigrants.

The literature presented so far is mainly concerned with the integration of immigrants,
and refers to their rights and social and economic participation once they are settled in
the country. Integration policies implemented by states, however, are according to
Hammar (1985) only one type of policy addresses immigrants. Besides, immigration
policies exist, which refer to regulations governing the admission and selection of im-
migrants into the country as well as control of aliens.*' These policies regulate the in-
flow of immigrants into the country, e.g. through quota systems, as well as the status

immigrants get when entering the country legally. The latter includes the conditions

' It should be noted that the terms used in this thesis do not coincide one-to-one with those of Ham-
mar (1985, 7). He uses ‘immigration policies’ as hypernym encompassing both types of policies relat-
ed to immigrants, while he refers to ‘regulation of immigration flows and control of aliens’ defined in
this thesis as immigration policies.
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and procedures persons have to fulfil to enter and reside in the country. The type of
residence and working permits that are granted to foreigners can further be distin-
guished with regard to different immigration categories or statuses. The most im-
portant ones include labour migrants, family members, refugees and asylum seekers,
ethnic citizens (e.g. ‘Aussiedler’), undocumented immigrants with unlawful status re-
sulting either from overstaying or entering the country illegally (Morris 2003), but also
students and seasonal workers who can be considered to have immigrant status. Euro-
pean countries further gives privileged access to citizens of other member states of the
European Union. Recently, these countries extended special immigrant status to high-
skilled immigrants from non-EU countries (e.g. the introduction of the EU Blue Card;
Cerna 2008, Ruhs 2011).

Besides border control, nation-states also implement a second type of policy, usually
referred to as integration (or immigrant) policies, as discussed above. They determine
the range of rights and obligations conferred to immigrants once they are settled in the
receiving country and thus affect their socio-economic integration more directly.
These policies regulate, among other things, the access of immigrants to the labour
market, social services and programs, and the political decision-making. Hammar
(1985, 9-10) further distinguishes between ‘direct’ and ‘indirect’ immigrant policies.
The former refers to measures that are usually addressed to the immigrant population
only and cater for their needs with the aim to improve their situation through affirma-
tive action and removal of discrimination. Examples are funding of ethnic group activ-
ities, mother-tongue instruction or preferential hiring of immigrants in the public sec-
tor. Indirect policies, on the other hand, are those public regulations that apply to all
residents of the country, but might differ to the extent they include immigrants, and re-
fer to the general allocation of benefits. Even though these regulations in principle
should apply to all individuals in equal manner (formal equality), there may be various
obstacles and discrimination, positive or negative, in the distribution of resources and
opportunities that impede equal access to goods in economic, social and political do-
mains such as employment, housing, education or participation in political affairs

(substantive equality).*

It is important to emphasise the relation between these two types of policies. First, the
distinction between immigration and integration policies is not always clear-cut. For

example, family reunification falls into both categories. On the one hand, immigration

* For example, in order to address the unequal distribution of childcare responsibilities between men
and women, it may not be enough to eliminate sex discrimination and ensure that female workers have
the same employment opportunities as male workers.
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policies regulate the conditions that have to be fulfilled by the family members in or-
der to cross the border and get their respective residence permits. On the other hand,
family reunification can also fall in the category of integration policy, namely the right
of the sponsor to reunify his family after having settled in the receiving country. Sec-
ond, immigration policies are connected with integration policies through the immigra-
tion category they assign to immigrants. Depending on the immigrant category, the as-
sociated rights and obligations differ in terms of access to work, welfare state, or the
political system. EU citizens who move within the EU enjoy free access to the labour
market from the beginning and can to participate in local elections, while recognised
refugees have privileged access to public assistance and social insurance programs,
compared to asylum seekers and undocumented immigrants (Sainsbury 2006, 230).

Different typologies have been developed which combine these two types of policies
addressing immigrants more or less explicitly. Baldwin-Edwards (1991), for example,
distinguishes between four immigration policy regimes within the European Commu-
nity: a ‘semi-peripheral’, or Mediterranean, regime in Portugal, Greece, Spain, and Ita-
ly characterised by recent emigration history, poor immigration infrastructure and few
provisions for immigrants; a ‘Schengen’ model represented by Belgium and Germany
with strict immigration control mainly driven by economic demand; a ‘Scandinavian’
model with liberal immigration policies in particular towards refugees and the ‘United
Kingdom’ as an outlier who has shifted from liberal to strict immigration policies.
Although it can be debated whether this typology still represents immigration policies
nowadays, it has been one of the first attempts to classify immigration and integration
policy. Faist’s (1995) approach draws on Baldwin-Edwards (1991) immigration re-
gimes and combines it with Esping-Andersen’s (1990) typology of welfare regimes.
Based on the comparison of Germany and the United States he shows that generous
welfare states tend to integrate immigrants into the existing institutional context, but at
the same time implement restrictive immigration policies that only allow labour mi-
grants to cross the border. By contrast, lean welfare states tend to implement policies
especially designed for immigrants and combine it with liberal immigration policies
that do not discriminate between ethnic or racial groups.* His conclusion that com-
prehensive inclusive social rights for immigrants are only feasible with strict immigra-
tion controls has also been emphasised by other authors (see also Banting 2000, Ruhs
2009). The idea that this interpretation may fall short has been recently brought for-

ward by Sainsbury (2006, 2012). Her approach also combines welfare regime and im-

“ Drawing on this classification, he further develops different perspectives how political actors might
react to immigration in the face of welfare state retrenchment.
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migration policy regimes that regulate the inclusion and exclusion of immigrants from
society, but goes further to consider different forms of entry, as discussed above. Con-
trary to Faist (1995) her analysis indicates that welfare regime and incorporation do
not need to overlap. The United States and the United Kingdom, both liberal welfare
regimes, differ with regard to the incorporation regime, the former being more inclu-
sive than the latter. Comparably, Sweden and France exhibit rather inclusive incorpo-
ration regimes in contrast to Denmark and Germany that tend to make it difficult for

immigrants get social rights (Sainsbury 2012).

This thesis draws on the different strands of the citizenship literature. Recent research
on the legal aspects of citizenship suggest that the focus on naturalisation policies is
narrow and that other forms of immigrants’ incorporation, in particular their rights and
obligations, have to be considered. However, although a number of different indicators
have been proposed and collected to capture other dimensions of citizenship such as
political or collective group rights, this literature so far has neglected immigrants’ so-
cial and economic rights. Koopmans et al. (2005, 2012), for example, refer welfare
dependency as an obstacle to naturalisation or as a barrier to prolong immigrants’ resi-
dence permits. Other datasets for different integration policies only provide crude
measures of immigrants’ access to social programs and the labour market (e.g. Mi-
grant Integration Policy Index, MIPEX). The few existing studies that have analysed
immigrants’ social rights more extensively are either out-dated (North et al. 1987 cited
in Soysal 1994, 123; Aleinikoff and Klusmeyer 2002) or consider only a small number
of countries (Sainsbury 2012). By providing an overview on the access of different
immigration categories to several kinds of social programs, this thesis considers an as-
pect of citizenship, i.e. the social rights of immigrants. Further, migration literature
suggests that is not only necessary to distinguish between different types of policies
addressing immigrants, i.e. immigration and integration policies, but also to consider

that these policies further differ depending on the immigration (or entry) category.

Drawing on the literature review discussed above, the following chapter develops the
theoretical framework to explain cross-national variations in immigrants’ poverty and
poverty gaps between immigrants and non-immigrants. While the literature on politi-
cal economy, combined with alternative approaches, emphasises that the labour mar-
ket and welfare system in addition to economic and social factors explain cross-
national differences in poverty, the migration and citizenship literature provides an ex-
planation as to why immigrants’ poverty may nevertheless differ depending on the
specific immigration and integration policies by mediating on the impact of the labour

market and welfare system on poverty.
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2 Theoretical framework

This chapter develops the theoretical framework for the analysis of immigrants’ incor-
poration in advanced industrialised countries. The central question is: why are some
political economies better than others at incorporating immigrants, here understood in
terms of socio-economic outcomes and poverty in particular. The aim of this theoreti-
cal framework is to explain, on the one hand, immigrants’ socio-economic outcomes
and, on the other hand, differences between immigrants’ and non-immigrants’ socio-

economic outcomes.

Here, the theoretical framework is based on the two strands of literature discussed in
the last chapter: traditional literature on poverty, and literature on migration and citi-
zenship. The first strand of literature can further be distinguished by applying an eco-
nomic approach, a structural approach and a political-institutional approach. Accord-
ing to an economic approach, two factors are particularly important, economic growth
and unemployment. While it has been argued that economic growth raises the living
standards of all individuals in a country, rising levels of unemployment have been as-
sociated with higher poverty resulting from the loss of income and the reduction of
wages in real terms during times of cyclical unemployment. This approach provides a
starting point for explaining cross-national differences in poverty. But, although this
approach has recently expanded the originally formulated relationship between eco-
nomic growth and poverty to include factors that affect the supply and demand of la-
bour, it only insufficiently takes into account that additional factors beyond the control
of individuals have an impact on poverty. Concern with the human capital of workers,
for example, the mismatch between a high supply of low-skilled workers and in-
creased demand for employees with higher educational qualifications, indicates that
structural transformations in the economy and society, which have also concerned
economists albeit to a lesser extent (O’Connor 2000), might intervene and offset the

alleviating effect of economic growth on poverty.

The second traditional approach focuses on these structural transformations from an

industrial to a post-industrial society and economy that have resulted in changes in oc-
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cupations, employment patterns, the role of women, and family composition of house-
holds on a country’s prevailing poverty. This approach provides a convincing explana-
tion as to why poverty has increased over the last decades, and goes beyond the eco-
nomic approach by combining demographic and labour market factors in one model.
Moreover, it indicates that deindustrialisation and the decline of protected and well-
paid jobs in the manufacturing sector hits particular groups of the society harder than
others. The rising educational gap between newly emerging but less well-paid service
occupations and demanding technology-driven jobs not only creates difficulties for
low-skilled and inexperienced individuals to find adequate employment, but also af-
fects female workers who have to further cope with the strains of reconciling work and
family. However, while this approach argues that structural transformations at the
macro-level affect the living standard of individuals, the existing empirical studies do
not examine whether this explanation holds at micro-level. In addition, although all
advanced industrialised countries had to cope with similar problems resulting from
these structural changes, this approach cannot explain why the poverty risks individu-
als are exposed to differ across countries. Finally, as is the case with the economic ap-
proach, this approach neglects the role of institutions structuring the labour market and

the welfare state, both of which affect poverty.

These institutions have been in the centre of the political-institutional approach, the
third traditional approach. States have two possibilities for affecting socio-economic
outcomes, in this case poverty. First, through the structures of the welfare state, they
can provide specific social programs that compensate for the loss of market income, or
augment the household income of particular groups. Among the most important social
programs alleviating poverty, the generosity of social assistance, family allowance,
and unemployment programs has been highlighted (Huber and Stephens 2001). Alter-
natively, states can alleviate poverty ex-ante through labour market interventions,
thereby affecting the employment opportunities and conditions as well as earnings of
individuals. Central labour market institutions identified and discussed in the literature
review are wage setting institutions, statutory minimum wages, and employment pro-
tection legislation. Through their impact on employment and earnings, they influence
whether individuals and thus households can make their living based on earnings from

paid employment.

The political-institutional approach has a long-standing tradition in explaining cross-
national variations in poverty. As Figure 1 (see introduction) shows, different welfare
regimes and types of political economies do well in explaining non-immigrants pov-

erty, but can only insufficiently account for immigrants’ poverty and differences in
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outcomes between the two groups. The main reason is that the political-institutional
approach does not distinguish between immigrant and non-immigrant residents, but
assumes that immigrants and non-immigrants have the same social and economic
rights and thus the same access to social programs and the labour market. Consequent-
ly, this approach expects that institutional structure of the welfare state and the labour
market has the same effect on immigrants and non-immigrants’ socio-economic out-
comes, and hypothesises little variation. More specifically, it starts from the implicit
premise that socio-economic outcomes of immigrants and non-immigrants might vary,
but only due to socio-demographic characteristics such as skills and education, or em-
ployment patterns. Accordingly, differences in socio-economic outcomes of immi-
grants across countries and between immigrants and non-immigrants within a country
would still persist due to the macro-level factors, e.g. labour market and welfare state
institutions and the aforementioned micro-level factors, but these differences could not
be attributed to the immigrant background of individuals. In order to avoid this con-
ceptual shortcoming, the theoretical framework draws on the insights of the migration

and citizenship literature.

The second strand of literature on migration and citizenship acknowledges that immi-
grants and non-immigrants are treated differently by their states of residence. Moreo-
ver, it suggests that countries pursue different alternatives for the incorporation of im-
migrants. These are apparent in the set of policies regulating the admission of immi-
grants (immigration policies), as well as those targeting settled immigrants in the re-
ceiving country (integration policies). These types of policies are closely related to one
another. Immigration policies consist of admission criteria and conditions that dictate
which categories are applied to particular immigrants (e.g. labour migrants, family re-
unification, recognised refugees). This immigration category in turn entitles immi-
grants to specific rights and obligations, evident in integration policies, which in this
thesis are understood narrowly as the access of immigrants to the labour market and

the welfare state or, in other words, immigrants’ economic and social rights.

While the migration and citizenship literature stress the differences between immi-
grants and non-immigrants’ rights and obligations, and focuses mainly on policies tar-
geting immigrants only, few studies have tried to combine traditional mainstream ap-
proaches of the political economy literature with insights from migration research™ in
a theoretical framework in order to explain immigrants’ socio-economic outcomes. At
this point, Sainsbury’s (2006, 2012) research has to be mentioned, because it empha-

sises the link between incorporation regimes and the welfare state (see also Faist 1995,

* See Freeman (2004), Geddes and Wunderlich (2009).
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Banting 2000, Ruhs 2009). Her main argument is that the type of welfare state affects
immigrants’ social rights, but that in addition entry categories (or immigration catego-
ries) and incorporation regimes have to be taken into account. The latter is defined as
containing the “rules and norms that govern immigrants’ possibilities to become a citi-
zens, to acquire the right of permanent residence, and to participate in economic, cul-
tural and political life” (Sainsbury 2012, 16). Her analysis consists of a comparison of
six countries which vary not only with regard to the type of welfare regime but also
concerning the incorporation regime, i.e. exclusive in the United Kingdom, Germany
and Denmark versus inclusive in the United States, France and Sweden. The first part
of the book compares immigrants’ social rights and their changes along the above
mentioned three dimensions, while the second part focuses on the politics of inclusion

and exclusion related to social and immigration policy.

This theoretical framework advances Sainsbury’ contribution in three ways. It starts
from her assumption that immigrants’ social rights not only depend on the type of wel-
fare state, but also on the immigration categories as well as a country’s prevailing in-
corporation regime. However, it goes one step further by formulating the explicit link
between policies and policy outcomes in a theoretical framework. It then considers the
impact of immigration policies on immigrants’ socio-economic outcomes, though indi-
rectly, by affecting the composition of the immigrant population living in a country.
As it will be argued below, the type of immigrants admitted to the country affects their
potential for successful incorporation, and thus their socio-economic outcomes. Final-
ly, the theoretical model emphasises the importance of employment on these socio-
economic outcomes, and thus includes the role of labour market institutions besides

welfare state institutions in the model.

In advance, the theoretical framework emphasises that both labour market and welfare
state institutions are central to an explanation of poverty, but that in order to explain
immigrants’ poverty and poverty gaps between immigrants and non-immigrants, spe-
cific integration policies and immigration policies have to be considered, as these
moderate the effect of labour market and welfare state institutions on poverty. Before
presenting the theoretical framework to analyse cross-national variations in the socio-
economic outcomes of immigrants’ incorporation, a definition of these central con-

cepts is necessary.
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2.1 Definition of immigrants’ incorporation

Immigrants’ incorporation is defined as the process of integration concerning the so-
cial participation of immigrants in the major legal structures or institutions of a coun-
try (see also Soysal 1994, 30; Entzinger and Biezeveld 2003; Favell 2003; Freeman
2004). The institutions included in this thesis are the labour market and the welfare
state. The respective policies of these institutions can be further divided into two
groups: those directed at residents in general, and those directed at immigrants in par-
ticular. The latter type, referred to in this thesis as integration policies, regulates immi-
grants’ participation in these major institutions, and therefore their access to the labour
market and welfare state. Consequently, results originating from immigrants’ partici-
pation in these major institutions are understood as socio-economic outcomes. In addi-
tion to the socio-economic outcomes of immigrants, this thesis is also interested in
how immigrants’ incorporation influences socio-economic gaps, i.e. the differences in
socio-economic outcomes of immigrants and non-immigrants or, in other words, how

immigrants fare compared to non-immigrants.

The term ‘socio-economic’ denotes that only outcomes related to income, in particular
poverty, are considered. Other central and relevant outcomes from immigrant incorpo-
ration, such as interaction in civil society (e.g. contact with native citizens through
membership in associations or changes in cultural identifications, i.e. ‘cultural out-
comes’ of integration) or participation in the political system (e.g. membership in a
party or participation in elections; i.e. ‘political outcomes’ of integration) are not in-

cluded in this thesis.*

Although the definitions of immigrants’ incorporation and socio-economic outcomes
are closely related to different concepts used in political and academic contexts, such
as ‘integration’, ‘social exclusion’ and ‘assimilation’ (Barry 1998, Favell 2003, Joppke
and Morawska 2003, Entzinger and Biezeveld 2003, Modood 2011), the terms used in
this thesis are defined more narrowly. Immigrants’ incorporation refers to a particular
type of integration, i.e. legal incorporation (see Favell 2003). Integration, on a general
level, has been defined as a central feature of societies, indicating whether their mem-
bers are more or less closely related to each other, or, in other terms, whether the soci-
ety as a whole is more or less integrated (Entzinger and Biezeveld 2003, 6). According

to Esser (2001, 98) this general definition of integration, as in the case with system in-

* By focusing on socio-economic outcomes, alternative domains where social integration takes place,
such as the cultural-religious and political domains, which refer to the interaction with the host society
and the incorporation of their core values as well as the participation in the political decision-making,
are also neglected (see Rogers and Tillie 2001, Entzinger 2000, Entzinger and Biezeveld 2003, Pen-
ninx 2005).
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tegration, has to be distinguished from social integration, which denotes the integration
of actors or groups into the system (see also Lockwood 1964), and thus refers to the
extent to which members participate in the society. The opposite, social exclusion, ac-
cordingly refers to the limited ability to participate in the society due to reasons be-
yond individuals’ own choices (Brady 2003, 724; Barry 1998, iv).

The definition of integration as social participation has also been related to the nation
(Favell 2003, 16) and equated with the degree of social cohesion (Entzinger and
Biezeveld 2003). To a certain degree, the migration literature implicitly assumes that
the cohesion of a society or nation-state is given (or almost reached), and therefore
challenged by newcomers.*® Because nation-states are confronted with social changes
caused by newcomers but aim to maintain a certain continuity between the “past and
some idealised endpoint” (Favell 2003, 14), states need to reframe their self-
conceptions to cope with rising cultural diversity. This understanding of integration as
a two-way process, where not only immigrants but also the national majority have to
contribute, is most commonly used in European migration literature (Modood 2011).
However, in such literature there remains the normative expectation that the nation-
state has to take the lead in facilitating the social participation of the new population.
As a result, immigrants’ social integration means intensified interaction within the
larger society (Entzinger and Biezeveld 2003, 8) or, when defined as process, the route

“of becoming an accepted part of the society” (Penninx 2005, 142).

In contrast to social integration, assimilation is seen as a one-way process where the
majority only accepts newcomers if they adapt to a country’s main culture and re-
nounce their primary cultural bonds and identities (for a literature review see Alba and
Nee 2003). This definition of assimilation, however, does not presuppose any inter-
vention by the state (Favell 2003). Used by American scholars in the 1960s, the mean-
ing has changed towards a focus on socio-economic assimilation, i.e. equal socio-
economic participation of citizens and immigrants (Bloemraad et al. 2008, 162f.). This
understanding is comparable to ‘structural integration’, which refers to social partici-
pation at the institutional level, such as the labour market, education, and health care
systems (Entzinger and Biezeveld 2003, 8). Immigrants’ incorporation, as used in this
thesis, holds the same meaning as structural integration, but with a specific focus on

the labour market and the welfare state. Consequently, the results of immigrants’ in-

“ For a critical discussion, see Joppke and Morawska (2003, 3f.), who claim that members of the soci-
ety, i.e. citizens and not only migrants, are to different degrees included (or excluded) in the multiplic-
ity of social fields, systems or spheres. As a result, they conclude that ‘integration’ is not an analytical
concept, but rather a practical category, which allows comparing how migrants adapt to citizens with
similar characteristics such as education, income or employment.
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corporation are understood as socio-economic outcomes, here immigrants’ poverty,
while the term socio-economic gaps, or poverty gaps, is related to socio-economic as-
similation and refers to the differences in socio-economic outcomes of immigrants and

non-immigrants as a result of immigrants’ incorporation.

2.2 An approach to explain immigrants’ poverty and poverty gaps

This subsection presents the theoretical framework and the respective hypotheses
drawing on the literature review discussed above. First it demonstrates how labour
market and welfare state institutions, henceforth ‘labour market and welfare system’,
affect poverty. Then it continues by discussing how integration policies moderate the
impact of the labour market and welfare system on immigrants’ poverty (socio-
economic outcomes) and how they affect the poverty gaps between immigrants and
non-immigrants (socio-economic gaps). In addition, it explores how immigration poli-
cies influence a country’s immigrant population, which in turn affects immigrants’
poverty and the aforementioned poverty gaps. Finally, the model includes alternative
explanations of poverty, such as economic and structural factors. The theoretical

framework behind these arguments and explorations is summarised in Figure 2.1.

The core of this model builds on the institutional setting of the welfare state and the
labour market. The main argument is that countries can address poverty through the
labour market and the welfare state institutions. States can directly impact poverty by
making social programs available, which need not to be confined only to those in need
but also address broader sections of the population. Alternatively, they can also pro-
vide social protection to their residents through labour market policies, which improve
employment opportunities and earnings and thus affect poverty indirectly. The propo-
sition that social protection can be pursued through the labour market has also been
exemplified and discussed in welfare state literature using the example of Australia
and New Zealand. Their social protection systems are mainly driven by interventive
labour courts conceding workers many wage and non-wage benefits, and are supple-
mented by residual, income-tested social programs (Castles and Mitchell 1993, Huber
and Stephens 2001).*” These two forms of state intervention should be considered

complementary. States can either implement labour market policies or social policies,

" Comparably, the unemployment security system in Italy is less developed in terms of replacement
rates compared to other countries due to highly protective employment laws, which make it very diffi-
cult to fire workers, and thus render unemployment protection obsolete (see Esping-Andersen 1999).
Estevez-Abe et al. (2001, 169), however, point to the underestimation of Italian unemployment protec-
tion provided by semi-public insurance arrangements such as the Cassa Integrazione and regional as-
sociations.
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leave the labour market and the welfare state unregulated, or combine both alternatives

to different extents, which is mainly the case in advanced, industrialised countries.
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Figure 2.1. Theoretical framework for the analysis

Addressing poverty through labour market policies

As the literature review indicates, at least three types of labour market regulations can
be related to poverty, namely wage setting institutions, minimum wage laws and em-
ployment protection legislation. Their effect on poverty, however, is ambiguous. The
main reason for this is that these elements affect poverty by influencing more immedi-
ate outcomes such as earnings and employment. While labour market institutions have
a poverty-alleviating effect by securing and improving the employment conditions and
wages of workers, they also may engender negative effects on the employment oppor-
tunities of particular labour market groups. Based on the assumption that a positive ef-
fect prevails, this thesis expects that countries with more strictly regulated labour mar-
ket institutions exhibit lower poverty levels than states with more flexible labour mar-
kets.* First, concerning wage bargaining systems, it hypothesises that countries with

more centralised and coordinated wage bargaining systems manifest lower poverty.

* Although it should be noted that recent developments within European Union, e.g. Bolkenstein, the
free movement and the Lisbon agenda, had a harmonising effect on national labour market policies.
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Wage setting institutions not only contribute to reducing the range of wage dispersion
and income inequality, in particular at the bottom of the wage distribution (Pontusson
et al. 2002), but also to raising the lowest salaries. These policies are therefore ex-

pected to be associated with lower poverty levels.

Second, statutory minimum wages, as a particular form of wage setting, ensure that
workers are paid fair wages by increasing the earnings of low-paid workers to an ex-
plicit minimum (floor), which in turn allows them to make their living and maintain
their families’ economic well-being. Moreover, a higher minimum wage, relative to
the average or median wage, also results in lower earnings inequality, at least in the
bottom end of the distribution, and reduces the incidence of low payments. Therefore,
this thesis hypothesises that higher minimum wages have an alleviating impact on
poverty. But it has to be kept in mind that statutory minimum wages may also have an
adverse effect on poverty due to the employment opportunities of low-skilled workers.
As the literature discussed above indicates, minimum wages may destroy low-paid
jobs or prevent the creation of new positions if these wages are set above the produc-
tivity level of workers (OECD 1998). This is particularly the case in countries with
comprehensive social insurance systems, because non-wage level costs such as contri-
butions paid by the employer cannot be shifted to the employee (Eichhorst and Marx
2012). As a result, lower-skilled workers may find themselves priced out of the mar-
ket, and therefore display higher poverty. Empirical studies, however, suggest that
these effects are relatively modest. Moreover, it has been argued that the impact of
minimum wages is particularly important for immigrants because they are more likely
to experience low pay during their first years in the host country (e.g. Adsera and
Chiswick 2007, Schroder 2010).

Finally, regarding employment protection legislation, this thesis expects that stricter
regulations are associated with lower poverty because they guarantee that workers to
have a secure income from stable employment. However, the reviewed literature, es-
pecially research on dualisation, shows that stricter regulations protecting regular em-
ployment have negative effects on the employment opportunities of specific groups,
mainly the youth, low-skilled workers, women, and immigrants, groups which are not
only forced into temporary employment or long-term unemployment, but are also
trapped in this secondary market (e.g. youth and immigrants, see Kahn 2007).* On the
one hand, due to higher labour turnover costs, employers in strictly regulated labour

markets are pressed to find suitable workers, and rely more strongly on productivity

* Collective bargaining coverage even intensifies the negative effects of employment protection
(Kahn 2007).
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expectations based on skills, job experience, prejudices and statistical discrimination.
On the other hand, stricter employment protection legislation shifts market power from
employers to incumbent employees, or insiders, who pursue their interests at the cost
of outsiders, i.e. either jobless persons or employees in the informal sector (Lindbeck
and Snower 1986, 2001). Considering that having paid employment, regardless wheth-
er based on a permanent or temporary contract, is important for reducing poverty, if
not necessarily to same extent across countries (see Bonoli and Crettaz 2010), one
could argue that liberal employment-protection legislation has an alleviating effect on
poverty. However, liberal regulations come at the cost of low-paid and low-protected
jobs and thus pose higher poverty risks (Lucifora and Salverda 2009). Therefore,
stronger regulation of both regular and temporary work, or at least a convergence of
both types, is preferable from a poverty perspective because it improves the employ-
ment situation of outsiders vis-a-vis insiders, and makes using temporary employment
as a means of deregulating the labour market a less viable option for employers.
Stronger regulation would benefit immigrants, who are disproportionately employed
through temporary and fix-term contracts (Causa and Jean 2007), in particular. Conse-
quently, this thesis expects that countries with stricter employment protection, con-
cerning both permanent and temporary contract, have lower poverty levels compared

to countries with less regulated labour markets.

Addressing poverty through social policies

As mentioned above, countries can also address poverty ex-post by providing social
programs targeting different sections of the population. As the literature review above
shows, three types of social programs in particular are important for tackling poverty,
namely social assistance, family allowance, and unemployment compensation (see al-
so Huber and Stephens 2001). Besides targeting different groups within the working-
age population, these programs are also based on different logics of redistribution.
While entitlement to unemployment programs depends in the majority of countries on
former contributions, family allowances are often provided on a universal basis. By

contrast, social assistance is provided based on means and income tests.

Considering first social assistance, this thesis hypothesises that more generous pro-
grams are associated with lower poverty. The main reason is that they are designed to
ameliorate the living standards of those in the most precarious financial situations by
providing a guaranteed minimum income. However, the role of targeted programs as
the sole means of welfare state effort to reduce poverty has been contested. Critics not

only point to the stigma recipients of means-tested benefits are exposed to, and thus
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the reluctance to rely on them, but also to the political dynamics affecting the gener-
osity of social assistance. Because the majority of the population does not directly
benefit from means-tested programs, e.g. the middle and working class, it is harder to
achieve a political majority in favour of more generous targeted benefits. Lack of po-
litical support leads, in the long run, to a reduction in spending on the issue, thus chal-
lenging the initial goal of tackling poverty. By contrast, it has been argued and shown
that non-means-tested programs enjoy higher support among the electoral constituency
(Nelson 2004), which has a positive side effect on means-tested programs and thus
poverty alleviation. Korpi and Palme (1998) have extensively discussed the fact that
this paradox of redistribution arising from targeting the poor does not yield the ex-
pected effect on poverty reduction. As a result, the welfare state literature has devoted
their attention to the effect of welfare state effort on poverty in general rather than on
social assistance. This discussion indicates that the generosity of the welfare state
might possibly be associated with generous social assistance and thus with lower pov-
erty.

Family-related programs are the second major type of social programs aimed to reduce
poverty. Families are exposed to higher poverty risks not only because they have more
hungry mouths to feed, but also because they have to finance the care of their children
either by reducing the workload of one parent or by paying external childcare facili-
ties. Welfare states can help families out by designing respective policies. Two forms
of family programs can be distinguished: on the one hand traditional family support
such as cash and non-cash benefits as well as tax allowances, and on the other hand
policies that support the employment of parents. The former’s objective is to augment
the family income. By contrast, parental insurance, including not only paid and unpaid
parental leave but also the provision of external childcare either subsidised or provided
by the state, can be seen as an alternative strategy to reducing family’s poverty by
supporting dual-earner households, i.e. mother’s employment. Consequently, this the-
sis hypothesises that both more generous traditional family allowances and dual-earner

support are associated with lower poverty.

Finally, the third type of social programs closely related to the labour market is unem-
ployment programs. The basic idea of unemployment insurance is to balance out the
financial situation of workers and their families during business fluctuations and to
compensate for the respective loss of market income. Although it has been maintained
that the generosity of this program promotes prolonged dependency on unemployment
benefits, it has been countered that generous benefits not only have positive effects on

the labour supply, but also on a country’s overall economic success. On the one hand,
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jobseekers have better opportunities to find employment that matches their skills. On
the other hand, the existence of unemployment insurance in combination with other
forms of employment protection reduces the wage uncertainties in a workers’ career
and increases the benefits in investing in human capital, in particular skill-
development (Estevez-Abe et al. 2001). Accordingly, the generosity of unemployment

benefits is expected to be associated with lower poverty.

In sum, this thesis expects more regulated labour market institutions, i.e. wage setting
systems, statutory minimum wages and employment protection legislation, as well as
more generous social programs, i.e. social assistance, traditional family allowances,
dual-earner support, and unemployment compensation, to have an alleviating effect on

a country’s poverty.

As long as immigrants are addressed in the same way as non-immigrants by these pol-
icies, one could expect that the impact of the labour market and welfare system on
immigrants’ and non-immigrants’ poverty, controlling for socio-demographic charac-
teristics, will be the same. However, as the migration and citizenship literature sug-
gests, policies addressing immigrants not only vary across countries when one looks at
the extent to which treatment on par with that of non-immigrants is granted, but also
depend on the particular immigration category. The theoretical framework thus in-
cludes the role of those integration policies regulating the access of immigrants to the
labour market and the welfare state. It is to say integration policies are expected to

moderate the effect of the labour market and welfare system on poverty.

The migration and citizenship literature distinguishes between two different types of
policies addressing immigrants; first, immigration policies regulating immigrants’ ac-
cess into the country and second, integration policies conferring immigrants respective

rights and obligations once they are settled in the country.

The theoretical framework concentrates on the role of integration policies. However,
immigration policies cannot be disregarded when explaining immigrants’ poverty and
the poverty gaps between immigrants and non-immigrants. One the one hand, they are
closely related to integration policies as they assign immigrants a specific immigration
category (e.g. labour migrants, family members, refugees, asylum seekers) and there-
fore affect their economic and social rights. On the other hand, more or less liberal
immigration policies towards particular immigration categories influences the compo-
sition of the immigrant population living in the country, which in turn is related to the

socio-economic integration of immigrants (see discussion below).

Concerning the link between immigration policies and immigration categories, immi-

gration policies, i.e. the requirements and conditions immigrants have to fulfil to cross
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the border, vary with regard to the reason for immigration. They can range from re-
strictive to liberal, making it more or less demanding for particular categories to im-
migrate. For example, proficiency in the host country’s language can be a requirement
for obtention of a residence permit. During the last few decades, a number of countries
have introduced pre-admission integration policies, which demand newcomers to have
sufficient knowledge of the host country, e.g. the Netherlands in 2006, Germany in
2007 and the United Kingdom in 2010 (Scholten et al. 2011). However, this condition
does not have to be met by all immigration categories. While in the United Kingdom
this requirement applies to all foreigners between 18 and 25, except highly-skilled
immigrants and those originating from English-speaking countries, the main target
group in Germany and the Netherlands are foreign spouses of nationals and third coun-
try nationals (TCNs). Another example is self-sufficiency. While, for the purpose of
family reunification, all advanced industrialised countries require that the eligible
sponsor have sufficient financial means to maintain their families, though at different
financial levels, in a number of countries labour migrants also have to prove that they
can maintain themselves (see IOM 2009, Huddleston et al. 2011). Skilled immigrants
seeking work in the United Kingdom must prove that they have £800 in available
funds in their bank accounts three months before applying for the work permit (Ruhs
2011).

As discussed in the literature review, different immigration categories and respective
types of residence permits can be distinguished and concomitant the requirements and
conditions. The definition of immigration categories (and the related permits) is coun-
try-specific, but can broadly be distinguished between labour migration (e.g. high-
skilled and low-skilled migration, seasonal workers etc.), family reunification, refu-
gees, asylum seekers, and privileged nationalities (e.g. common market citizenship,
ethnic citizens). Permanent residence can be also considered as an immigration catego-
ry. As Hammar (1985) argues, immigration policies affect foreigners until they be-
come naturalised citizens and thus include those policies regulating the permanent res-
idence as well as naturalisation. Moreover, traditional immigration countries such as
the United States, Canada and Australia may grant permanent residence permits from
the beginning of the stay in the receiving country.’® Nonetheless, the majority of coun-
tries, in particular those in Europe, make permanent residence permits dependent on
the number of years immigrants have lived in the particular country, the specific resi-

dence permits as well as additional conditions such as integration, e.g. knowledge of a

> However, European countries may also grant permanent residence permits under certain conditions
from the beginning. An example is Germany that grants permits to highly-skilled immigrants, in this
case scientists (see Residence Act, Aufenthaltsgesetz, §19).
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host country’s language, political system and history, and sufficient income. In addi-
tion to these lawful immigration categories, undocumented immigration resulting from
the illegal crossing of borders or overstaying the duration of a residence permit could
also be added (Morris 2003).

The rights and obligations immigrants are entitled to vary depending on the immigra-
tion category they are conferred upon entry. These rights and obligations are included
in the theoretical framework as integration policies. Since the scope of this thesis is to
explain immigrants’ socio-economic outcomes and their differences with regard to
non-immigrants, the focus lays on integration policies that regulate immigrants’ access
to the labour market and the welfare state, labelled as economic and social rights in
Figure 2.1. These socio-economic integration policies can range from inclusive to ex-
clusive, the former granting immigrants rights equal to those of natives, the latter im-
posing different treatment. Integration policies within the labour market determine, for
example, whether immigrants can pursue any form of employment or whether they are
bound to the particular sector or employer the permit is issued for. Analogously, inte-
gration policies in the domain of the welfare state regulate whether or not immigrants
are eligible for particular social programs. Again, it should be noted that the respective
integration policies vary depending on immigration category, namely that some types
of immigration categories have more socio-economic rights than others. The least
privileged are undocumented immigrants who have neither legal access to the labour
market nor access to social programs. Nevertheless, a number of countries grant un-
documented immigrants access to health programs beyond accident and emergency
treatment, e.g. related to pregnancy and maternity as in Belgium, the Netherlands,
Spain and Italy (see Romero-Ortuiio 2004). According to other authors, permanent res-
idents and recognised refugees are found on the other end of the spectrum, these being
granted socio-economic rights which are almost equal to those of non-immigrants
(Brubaker 1989, Hammar 1990, see also Aleinikoff and Klusmeyer 2002). Taking this
into account, the inclusiveness of integration policies depends on the extent to which
they incorporate particular immigration categories, i.e. granting full, partial or no ac-
cess, as well as on the scope of immigration categories included by integration poli-

cies, the two extremes including incorporation of all or no immigration categories.

Insights from both strands of literature, the political economy and migration literature,
are combined in the theoretical framework (see Figure 2.1). With regard to the labour
market, as argued above, this thesis expects that more regulated labour market institu-
tions will have an alleviating effect on poverty. Whether this impact also affects im-

migrants’ poverty, however, depends on the integration policies granting immigrants
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access to the labour market. In other words, integration policies are expected to mod-
erate the impact of labour market institutions on poverty (see arrow 1). Put simply,
once immigrants are granted access to the labour market and they pursue paid em-
ployment, they benefit to the same extent as non-immigrant workers from the effect of
more or less heavily regulated labour market institutions, which in turn influences their
chances of making their living, and thus their poverty level. This means the poverty
levels of those immigrants in countries with regulated labour market policies and in-
clusive integration policies should be considerably lower than in countries with less
regulated labour market policies and exclusive integration policies, with the two re-
maining combinations taking a middle position. Of course, this simplified argument
neglects that the employment opportunities of immigrants are not only affected by la-
bour market access, but also by prejudice and discrimination from employers hiring
immigrants. Nevertheless, it argues that immigrants’ access to the labour market is
primarily important because labour market discrimination also concerns non-
immigrants, e.g. statistical discrimination, and can in general explain why cross-
national differences in immigrants’ poverty levels can be observed. Consequently, this
thesis hypothesises that more highly regulated labour market institutions have a larger
alleviating effect on immigrants’ poverty in countries with inclusive integration poli-
cies concerning labour market access than in countries with more exclusive integration
policies (hypothesis 1).

The same argument can also be applied to the effect of welfare state institutions. More
generous social programs are expected to be associated with lower poverty because
they augment or replace the income of different segments of the population in a socie-
ty, segments including those in need, families and the unemployed. But immigrants
living in a country with generous social programs may not be better off per se than
their counterparts living in a country with a lean welfare state. Moreover, whether
generous welfare state institutions have an alleviating effect on immigrants’ poverty
depends on whether they are granted access to social programs (arrow 2). Therefore,
this thesis proposes the hypothesis that more generous welfare state institutions have a
larger alleviating effect on immigrants’ poverty in countries with inclusive integration
policies concerning access to social programs than in countries with more exclusive
integration policies (hypothesis 2).”' A caveat should be mentioned: even if immi-

grants are granted formal social rights, the reliance on social benefits may have conse-

> The fact that not even nationality grants access to all types of social programs provided by welfare
states, e.g. pensions and unemployment benefits, which depend on labour market participation and so-
cial insurance contributions, further suggests that integration policies in the welfare state and the la-
bour market are closely related.
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quences on immigrants’ residence permits. In a number of countries, the self-
sufficiency of immigrants is a condition for remaining in the country and renewal of
their permits during the first years of arrival, e.g. in Switzerland, Germany, Denmark,
Austria and the United Kingdom (see Koopmans et al. 2012).

In addition, the theoretical framework also includes alternative factors that have been
identified to explain poverty. The first refers to the composition of an immigrant popu-
lation living in the country (arrow 1), which is, as mentioned above, related to a coun-
try’s prevailing immigration policies. As the number of irregular immigrants™ suggest,
although immigration policies cannot fully control immigration inflows, they deter-
mine who may enter the country and thus steer to a certain extent the composition of
immigrants living within the territory. Immigrants that were selected based on their
skills and the demand of the labour market, e.g. labour migrants, might have fewer dif-
ficulties integrating into the labour market and society compared to those migrating for
humanitarian or personal reasons, e.g. refugees, asylum seekers and family members.
The reason is that the former have more time to invest in the transferability of their
skill while still in their country of origin (see Bauer et al. 2000). Based on this argu-
mentation this thesis assumes that in countries with more liberal immigration policies,
immigrants’ poverty is higher than in countries with restrictive immigration policies.
In other words, immigrants’ poverty is higher in countries that are less selective with
regard to immigrants. Therefore, this thesis expects that the composition of the immi-

grant population is associated with immigrants’ poverty levels (hypothesis 1).

Second, as the economic literature on poverty argues, the economic situation of a
country should be taken into account (arrow ii). In particular, two economic factors
have been identified as having a central effect on poverty. Economic growth is ex-
pected to have an alleviating effect on poverty because, as economists argue, all resi-
dents are affected by economic expansion and downturns. By contrast, unemployment
is expected to be associated with higher poverty levels. This has been justified by un-
employed individuals’ losing their income, as well as by the decline of real wages in

periods of high unemployment (hypotheses i1).

Finally, this thesis also controls for the impact of structural factors (see arrow iii). Ac-
cording to the structural approach, social and economic transformations such as dein-
dustrialisation and the role of women in society have affected particular segments of

the population. Although this approach is mainly concerned with explaining the devel-

>? Although illegal and irregular migration are used synonymously, the former more narrowly refers to
crossing borders illegally, while the latter also includes irregularities resulting from visa overstaying
or illegal employment of immigrants with legal residence permits (see Jandl and Kraler 2006, 3391f.).
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opment of poverty and inequality rather than cross-national differences, which is the
focus of this thesis, the structural approach indicates that economic and social trans-
formations have increased the poverty risks of particular segments of the society. The
arguments and causal mechanisms discussed in the literature review contend that these
structural changes have an effect on individuals and their poverty risks, which in turn
affect a country’s level of inequality and poverty. However, the majority of the cited
studies analyses the impact of different factors, such as the share of employment in in-
dustry/service sector or female labour force participation at the macro-level, and does
not test whether the argument holds at the individual level (see also Brady et al. 2009).
This thesis therefore derives the respective hypotheses at the individual level, and
leaves the effect of structural changes on individuals’ characteristics as a black box.
Related to this point is also the critique, raised in migration literature, referring to the
practice of comparing immigrants’ outcomes with the national native mean, because it
relies on the assumption that the members of a particular nation-state are a homoge-
nous group and share the same characteristics. The inclusion of structural factors at the

individual level helps to circumvent this criticism.

Based on the arguments and findings presented above, two factors in particular are
considered to be important: skills and education and employment patterns of house-
holds. First, immigrant households with higher skill and education levels are exposed
to lower poverty risks (hypothesis iii a). This is due to higher demand for high-skilled
workers in industrial economies, and the resulting effect on earnings. Moreover, the
rising gap in education requirements between newly-emerging less well-paid service
occupations and demanding technology-driven jobs exacerbates the situation of low-
skilled and inexperienced individuals to find adequate employment. Second, poverty
risks of families and households depend on the working patterns of all household
members. If the employed individual in a single-earner household does not earn
enough money, this has financial consequences for the other family members, be it
their children or elderly relatives living in the same household. This is in particular the
case for single parent households because they have not only to rely on a single in-
come but at the same time to undertake childcare. On the other hand, if one family
member pursues atypical employment, e.g. part-time or temporary-contract employ-
ment, this does not mean that the family is exposed to higher poverty risks as long as
other family members work and contribute to the household income. Consequently,
households’ poverty is contingent on the working patterns, employment conditions and
earnings of each member. Therefore, immigrant households with a higher share of

earners are expected to experience lower poverty risks (hypothesis iii b). In addition to
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education and households’ employment patterns, other factors such as family composi-

tion, age and number of children and dependent relatives are controlled for.

Besides cross-national variations in immigrants’ poverty, this thesis is also interested
in explaining poverty gaps between immigrants and non-immigrants (see Figure 2.1).
This thesis argues that integration policies granting immigrants access to the labour
market and the welfare state is the main determinant of poverty gaps, and that, in con-
trast to immigrants’ poverty, the prevailing labour market and welfare state institutions
do not have a direct impact. The main reason is that, once immigrants are granted ac-
cess to the labour market and the welfare state, they are put on par with non-
immigrants and thus are affected to the same extent by the prevailing institutional
structure as these institutions address all residents equally.” Therefore, labour market
and welfare state institutions should not have an effect on poverty gaps or relative dif-
ferences between immigrants and non-immigrants, but on the poverty level of immi-
grants and non-immigrants. Once controlling for central socio-demographic character-
istics of individuals and household, differences in poverty between immigrants and
non-immigrants should be negligible. Moreover, cross-national variations in poverty
gaps should be explained by integration policies, which differ across countries. These
integration policies vary from being more or less inclusive towards immigrants with
regard to the access to the labour market (arrow 3) and the welfare state (arrow 4).
Hence, this thesis expects that the more inclusive of integration policies regulating ac-
cess to the labour market, the lower poverty gaps will be (hypothesis 3). Accordingly,
regarding welfare state institutions, it hypothesises that more inclusive integration pol-
icies concerning immigrants’ social rights will be associated with lower poverty gaps
(hypothesis 4).

However, poverty gaps between immigrants and non-immigrants might not only de-
pend on the inclusiveness of integration policies, but may also be attributed to system-
atic differences between the immigrant and the non-immigrant population. For exam-
ple, poverty gaps in one country may be greater because the skill level of the immi-
grant population is considerably different from that of non-immigrants, as compared to
another country where the skills of immigrant and non-immigrant residents are more
evenly distributed. Therefore, this paper controls for the most important structural fac-
tors at the individual level, discussed above, such as skills and education, and the la-
bour market participation of household members. In addition, it also considers the ef-

fect of the composition of immigrant population on poverty gaps, expecting that the

> This argumentation, however, is problematic with regard to access to social insurance programs,
where the amount of the benefits depends on employment and former contributions.
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poverty gaps are greater in countries that allowed a higher influx of immigrants for
humanitarian reasons than other countries that focus more on the demands of the do-

mestic labour markets through rather selective immigration policies.

Table 2.1. Hypotheses

Dependent Predicted

Independent variables .
variable effects

(1) Moderating effect of integration policies (eco-
nomic rights) on labour market institutions:
- wage bargaining institutions -
- minimum wage laws -
- employment protection legislation -
Immigrants’ poverty
(2) Moderating effect of integration policies (so-
cial rights) on welfare state institutions
- social assistance

- family-related programs (traditional family
and dual-earners support)

- unemployment programs

Control: (1) immigrant population, (ii) economic factors (economic growth and unemployment), (iii)
structural factors (skills and education, labour market participation of households member)

(3) Direct effect of integration policies (economic
rights)
Access to the labour market -
Poverty gaps
(4) Direct effect of integration policies (social
rights) -
Access to the welfare state

Control: (1) immigrant population, (ii) economic factors (economic growth and unemployment), (iii)
structural factors (skills and education, labour market participation of households member)

In sum, the theoretical framework builds on the assumption that labour market and
welfare state institutions are the main determinants of a poverty level prevailing in a
country. Yet, in order to explain immigrants’ poverty, as this section argues, integra-
tion policies regulating access to the labour market and the welfare state, which mod-
erate the effect of the labour market and welfare system on poverty, have to be consid-
ered. In addition, the theoretical framework also controls for the effects of economic
factors and the immigrant population at the macro-level, as well as structural factors at
the micro-level that have been shown to influence poverty risks. By contrast, poverty

gaps between immigrants and non-immigrants are directly affected by the integration
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policies regulating the access to the labour market and the welfare state. The testable

hypotheses for immigrants’ poverty and poverty gaps are summarised in Table 2.1.

2.3 Delimitations of the theoretical framework

There are several delimitations related to the theoretical framework. The main focus of
theoretical framework lies in the institutional context influencing immigrants’ socio-
economic incorporation either directly or indirectly through social and economic poli-
cies. This neo-institutional approach entails different shortcomings by excluding the
role of main actors central in the political economy — e.g. unions, firms, employers’
associations, parties, and government — as well as in the migration literature — e.g. eth-
nic and pro-immigrant networks and organisations. First, the focus on policies and na-
tional laws neglects by whom, for which reasons and in which broader institutional
context particular policies are adopted in the policymaking process. Constitutional
structures such as veto points in the political process as well as other existing policies
restrain or facilitate the adoption of certain policy options. Moreover, policies do not
give insight into which actors and actor coalitions have been more successful than oth-
ers in pursuing their interests and preference, nor to which aims these policies have
been adopted. To put it simply, the theoretical framework cannot explain why particu-
lar policies exist in some countries but not in others. Even though this knowledge
would help to understand how different policies affect poverty, they are less relevant

compared to the implementation of these policies.

Equality in terms of formal rights does not assure that they are implemented by respec-
tive agencies. Moreover, individuals can be denied some rights that exist in law be-
cause no regulations are in place that enforce their implementation. Individuals can al-
so0, in some cases, benefit from rights not laid down in law (e.g. medical assistance for
illegal immigrants). This is related to the discretion of national bureaucracies. Public
employees interpret a series of regulations, which are rarely unambiguous, and apply
them to each individual case (see Kumlin and Rothstein 2005, 348f. on the implemen-
tation of needs-tested programs). The theoretical framework considers neither imple-
mentation by governmental agencies nor informal regulations existing in a country.
One way to partly account for this delimitation would be to take into account anti-
discrimination laws, which guarantee not only equality before the law but also address

racial discrimination. Because they abolish legal obstacles immigrants face in the re-
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ceiving country (see Mahnig and Wimmer 2000),>* and define an active position for
the nation-state to take towards foreigners, they may be expected to reduce differences
in poverty between immigrants and non-immigrants. These constitutional legal enact-
ments also play a role in the labour market by formally ensuring that immigrants are

treated in the same way as citizens when they are hired or once already employed.

Furthermore, the exclusion of non-governmental organisations such as ethnic and pro-
immigrant associations also ignores that these might act as an alternative provider of
welfare, comparable to the family or the church discussed in the welfare state litera-
ture, and therefore directly influences immigrants’ poverty. These organisations might
support newly arrived immigrants in their socio-economic incorporation (see Portes
1998, Fennema 2004, Epstein 2009). The concentration of particular ethnic groups and
their organisational level in a country might also contribute to explaining cross-

national differences in poverty between immigrants and non-immigrants.

Partly related to this point, this framework neglects the impact of direct integration
policies within the labour market and the welfare state addressing the needs of immi-
grants in particular by providing specific programs that facilitate their socio-economic
integration. Examples are programs facilitating the entry of immigrants into the labour
market, or the improving of their qualifications, such as educational programs in form
of language courses or additional schooling for socially disadvantaged immigrants.
Countries such as France and the UK provide specific schemes to integrate immigrants
into the labour market, while the Netherlands and Germany focus on similar programs
for immigrant youths (Mahnig and Wimmer 2000, 195). Alternatively, direct policies
within this domain can also refer to affirmative action, which focuses on the ‘equity of
outcomes’ rather than on ‘equal opportunities’. The Netherlands and the UK have in-
troduced quotas in the public and private sector, which allocate a specific number of
jobs to immigrants (Mahnig and Wimmer 2000, 197; Koopmans et al. 2005, 66-69).
Norway has recently committed to interviewing at least one foreigner when hiring
workers in the public sector, and to employing immigrants if their qualifications are
the same as those of a native (Liebig 2009). Although these quotas have been intro-
duced to reflect the cultural diversity of a society, affirmative action programs are rela-
tively rare in this field. Direct integration policies in the domain of the welfare state
such as cash transfers or special treatment (e.g. allocation of housing) are even less

common. This is if we leave out integration programs or introduction programs that

> In contrast to France, Germany and Switzerland, the UK and the Netherlands have made a great ef-
fort by including special antidiscrimination law in civil code and establishing state offices dealing with
discrimination complaints (see Mahnig and Wimmer 2000, 194f.; Koopmans et al. 2005; 45-51).
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grant immigrants a certain amount of money, usually an amount below the level of so-
cial assistance. Until the 1970’s, France and the Netherlands, for example, provided
special housing programs for immigrants (Mahnig and Wimmer 2000, 196). Even
though it has been argued that, for efficiency reasons, specific social programs for
immigrants would improve their socio-economic outcomes, they are hardly justified
due to their non-universal character (Mahnig 2001, see also Brubaker 1989, fn. 22).
Moreover, because national majorities perceive these programs as undeserved privi-
leges for immigrants, their supporters do not claim majority vote in political elections
(ibid.). Thus, a tendency to introduce universal programs can be observed, these are

mainly aimed at supporting immigrants, but also provide aid to disadvantaged citizens.

A final point is the claim that exclusive immigration-related policies may also facili-
tate the incorporation of immigrants and thus have a positive effect on their socio-
economic outcomes. For example, a country may have exclusive integration policies,
1.e. limiting access to the labour market and the welfare state only to permanent resi-
dents, while at the same time making it very difficult to obtain a residence permit due
to strict requirements referring to minimum income and integration, such as
knowledge of the host country and acquisition of the national language. However, the
efforts ‘newly’ permanent residents have made in order to get the permit by itself
might enable immigrants to economically sustain themselves. Proficiency in the na-
tional language, for example, is favourable for immigrants’ socio-economic outcomes
because it reduces social distances and is a valuable resource when seeking adequate
employment (for an overview see Esser 2006, 82-87). On the other hand, inclusive in-
tegration policies do not necessarily lead to lower poverty. Although immigrants may
have a legal claim to social benefits, the reliance on social programs can have negative
consequences on immigrants’ legal status and their residence permits. In Switzerland,
welfare dependency can be a reason for expulsion from the country even for perma-
nent residents (Koopmans et al. 2012).>> This might be a reason for higher (or lower)
immigrants’ poverty and poverty gaps despite inclusive (or exclusive) integration poli-

cies.

> This is also the case for immigrants during the first years in Austria (5 years), Denmark (7 years)
and Germany (8 years).
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3 Methodology

This chapter describes the methodological approach, including the selection of cases,
the time frame observed, as well as the units used and level of analysis. It continues
with the different definitions of immigrants and non-immigrants used by statistical of-
fices and the respective problems posed by these definitions. The remaining part of the
chapter gives detailed information on operationalisation and data sources, and ends

with a brief overview of the statistical methods.

3.1 Methodological approach

Case selection

In order to test the theoretical framework and related hypotheses, this thesis relies on a
cross-sectional quantitative analysis. The case selection for this quantitative analysis is
driven by the question: Why are some political economies are better at incorporating
immigrants than others? As a result, it focuses on how nation-states cope with immi-
gration, rather than emigration, and the efforts countries make to address immigrants’
socio-economic outcomes. Therefore, advanced industrialised democracies are select-
ed for this sample, which vary not only with respect to labour market and social poli-
cy, but also concerning immigration histories and the respective policies governing the
integration of settled immigrants. The nineteen cases included in the analysis are Aus-
tralia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Greece, Ire-
land, Italy, Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, the United
Kingdom and the United States.”®

These countries can roughly be assigned to different types of migration that, according
to Castles and Miller (2009 [1993]), contributed to the ethnic diversification of the
populations in advanced industrialised states. One type comprises traditional immigra-

tion countries such as Australia, Canada and the United States that experienced con-

*® Due to missing data New Zealand and Japan are excluded from the analysis.
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tinuously high permanent immigration inflows before 1945 and actively promoted
mass immigration after the Second World War, first from Europe and later from Asia
and Latin America. However, also European countries as the UK, Germany, France
and Switzerland experienced high inflows of immigrant workers even before the out-
break of the First World War. For example, a great number of Irish people migrated to
Britain in the first halve of the 19" century due to the devastation of peasant agricul-
ture and the deterioration of domestic industry by British competition. By 1851 over
700,000 Irish were living in Britain, around 3% and 7% of the population in England
and Wales, respectively (see Castles and Miller 2009 [1993], 88). About 120,000 Jews
arrived in Britain escaping pogroms in Russia between 1875 and 1914. Although these
immigrant groups had practically the same formal legal rights, i.e. the Irish were Brit-
ish subjects and Jews rapidly naturalised, they were exposed to economic and social
barriers regarding access to the labour market, e.g. forcing them to accept inferior jobs
or restricting their freedom to move due to discrimination and racism. By contrast,
Germany and France were among the first nations that actively restricted workers’
rights. For example, specific contract clauses implemented around 1890 prohibited
Poles in Germany to leave their jobs for better employment opportunities and forced
them to return to their employers under the threat of incarceration or deportation (Cas-
tles and Miller 2009 [1993], 87-90).

A second type of migration refers to immigration from former colonies and was im-
portant in France, the Netherlands and the United Kingdom. In those countries resi-
dents from ex-colonies not only enjoyed privileged access to enter the country, but al-
s0, to some extent formal citizenship and associated rights. In addition, these countries
also promoted the immigration of temporary foreign workers. ‘Guestworker’ systems,
a third major type of immigration, relates to the practice of temporary labour recruit-
ment to satisfy the labour demand of the growing economies, which prevailed until the
oil crisis in 1973/4. Along with Germany, which is a prime example, countries such as
Belgium, Switzerland, Austria, Sweden and partly Denmark also pursued the recruit-
ment of foreign workers mainly originating from the less developed European periph-
ery such as Southern European countries as well as Ireland and Finland.” This re-
cruitment proceeded mainly through bilateral agreements regulating recruitment,
working conditions and social security between the receiving countries and the coun-

tries of origin.

>7 However, labour migration to Sweden mainly from Finland and Southern Europe mainly took place
between 1949 and 1971 (Ruhs 2009, 22). Nowadays, it consists of asylum seekers and family mem-
bers, while permanent-type labour migration of third country nationals in 2005 and 2006 was less than
400 persons per year (ibid.).
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Migration within the European Union constitutes a forth type of immigration. The la-
bour recruitment was further facilitated by the introduction of the regulation concern-
ing the freedom of movement for workers within the European Community (EC) in
1968, which mainly affected Italians moving to work in Germany. However, in reality
internal migration decreased due to the equalisation of earnings and living standards
within the EC, while immigration from outside the EC grew (Castles and Miller 2009
[1993], 101).

Finally, more recent migration can be observed in countries of Southern Europe in-
cluding Italy, Spain, Portugal and Greece that until 1973 were viewed as emigration
countries. In most recent decades those countries experienced immigration inflows
from Northern Africa, former colonies (e.g. Latin America in Spain, Brazil in Portu-
gal) and neighbouring countries (e.g. 60% of Greek residence permits were issued to
Albanians in 2004). In addition, Southern European countries were and are those most
affected by illegal immigration, with immigrants either entering without documents or
overstaying their visas. Finland and partly Norway, two countries in the Northern pe-
riphery of Europe, along with Ireland also represent cases of more recent immigration.
For example, in Finland it was not until the 1980s that immigration exceeded emigra-
tion for a prolonged period. Belonging to the Swedish empire until 1809, Finland be-
came independent in 1917 after a period as an autonomous Grand Duchy under the
Russian Empire, and until today Russians represented the largest group of foreigners
in Finland. Traditionally a country of emigration, it remained rather a closed society
after the Second World War due geographic and historical reasons, mainly the iron
curtain, as well as relatively restrictive immigration policies compared to other Nordic

and European countries (see Kyntéjd 2003).

Time frame

This thesis is based on a cross-sectional analysis for the year 2007 for multiple rea-
sons. Since the outbreak of the financial crisis in 2007-2008, states had to cope with
different challenges. Recent studies indicate that the crisis has hit immigrants particu-
larly hard (SOPEMI 2009, 2010). Consequently, an analysis of socio-economic out-
comes of immigrants and non-immigrants in more recent years would need to incorpo-
rate additional factors that explain why immigrants are especially affected by the re-
cent financial crisis. Moreover, the main data sources used to operationalise immigra-
tion and integration policies are available for the year 2007, which are complemented
by social security and immigration laws in order to capture immigrants’ social rights.

Nevertheless, considering the different immigration histories across countries, it would
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be advisable to select a longer time period. For example, from the 1970s the first inte-
gration policies were introduced to ameliorate the situation of immigrated workers,
while at the same time immigration policies in the majority of countries became more
stringent (see Layton-Henry 1990, 193f.; Hammar 2003). It would also be interesting
to study the impact of substantive changes to the labour markets and the welfare sys-
tems that have taken place since the 1990s, as these affected immigrants’ socio-
economic outcomes in particular (see Emmenegger and Careja 2012). However, the
data collection of the respective social security and immigration laws for a longer pe-

riod would go beyond the scope of this thesis.

Unit of analysis

Since the aim of this thesis is to analyse how the access of immigrants’ to the labour
market and social programs affects their poverty, the focus lies on institutions at the
national level. Several authors, however, highlight the importance and the range of in-
tegration policies implemented at the local level, e.g. in municipalities and cities or
even in neighbourhoods (Rogers and Tillie 2001, Mahnig and Wimmer 2000, Penninx
2005, Helbling 2008, OECD 2010). Those policies might affect immigrants’ socio-
economic outcomes more directly. On the one hand, local politicians are more aware
of particular problems immigrants have to cope with. On the other hand, they have to
put immigration-related policies into practice. Moreover, they are responsible for the
distribution of resources, which is affected by factors such as previous experiences
with earlier immigration and multicultural diversity (Penninx 2005, 144). Neverthe-
less, empirical studies indicate that inter-national variation is larger than intra-national
variation (Koopmans 2004). Furthermore, nation-states still have the authority to im-
plement policies targeting immigrants, which regulate not only the rights and obliga-
tions of immigrants but also the conditions for obtaining different types of residence

permits and, last but not least, nationality (Bloemraad et al. 2008, 154).>®

The second more substantial point is the impact of factors at the individual level. The
literature on poverty discussed above suggests that personal and family characteristics
such as skills and family composition are central to explaining poverty risks. This
point has also been raised in the migration literature, which is sceptical as to whether
the ethnic origin is adequate for classifying immigrants and comparing different ethnic

groups to native citizens. According to Glick Schiller and Caglar (2008, 42) the as-

> This is evident, for example, how states cope with undocumented migrants (Bloemraad et al. 2008,
166). Within the EU the regulation and implementation of integration policies lies in the competence
of the member states in contrast to immigration policies, where the European commission has formal
competence (Penninx 2005, 137f.).
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sumption that members of the same country of origin share the same set of values and
national identities not only masks variation between immigrants coming from the same
country, but also differences within the receiving society, and this assumption further
neglects the possibility that some features might be shared between immigrants and
native citizens. Furthermore, the focus on ethnic groups does not take into account that
ethnic bounds are only one form along class or religious communities where incorpo-
ration through local, national or transnational networks can occur. A way to overcome
this criticism of the “methodological nationalism” (Wimmer and Glick Schiller 2003,
584) is to compare similar immigrant and non-immigrant groups by taking specific in-
dividual characteristics, e.g. skills and education, into account. There are two strate-
gies to include individual-level characteristics. One the one hand, based on a two-step
model, poverty risks can first be estimated at the individual level, while controlling for
socio-demographic characteristics. The resulting coefficients can then be used for es-
timations at the macro-level (Bowers and Drake 2005). On the other hand, multilevel
analysis can be applied. This is the approach selected for this thesis. It is important at
this stage to emphasise that the explanatory variables, here the institutional factors, are
measured at the national level while the dependent variable relies on individual-level
data.

3.2 Definition of immigrants

Immigrants in this thesis are defined as international immigrants living for at least 12
months in the host country and holding a legal residence permit (see IOM 2009). Thus,
immigration categories such as tourists, seasonal workers, students and asylum seekers
are excluded from this analysis. According to the literature, immigrants can be identi-
fied either by their ‘nationality’ or their ‘place of birth’ depending on the information
provided in the data sources (Castles and Miller 2009, XVIII). In specific cases, addi-
tional data on the immigration histories, e.g. year of arrival of the individuals or of the
parents, and type of first issued residence permit, is released (see also Poulain and
Herm 2010).

Table 3.1 summarises the different possibilities for identifying immigrants based on
these two criteria: place of birth and nationality. Regardless of either selected indica-
tor, individuals holding a different nationality from that of the host country and born
outside the host country are identified as immigrants, vice versa for citizens or non-
immigrants (see non-shaded cells). Depending on the criterion, the immigrant category
either includes native-born foreigners (nationality) or foreign-born nationals (place of

birth). While the latter includes children of citizens born abroad and naturalised for-
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eigners, the former encompasses immigrants of the 2™ and 3™ generation in the immi-
grant or foreign category, except in countries where nationality is acquired by birth in

the country of residence (e.g. Canada or United States).

Table 3.1. Definition of immigrants based on nationality and place of birth
Citizens FOREIGNERS

Native-born foreigners
Native born Native-born nationals (e.g. children of immigrants or
2nd/3rd generation immigrants)

Foreign-born nationals
FOREIGN BORN (e.g. naturalised immigrants or chil-
dren of expatriates)

Foreign-born foreigners
(e.g. 1st generation immigrants)

Notes: ambivalent cases shaded in grey.
Source: Poulain and Herm (2010, 13ff.).

The use of both nationality and place of birth raises the question of whether native-
born nationals and ‘naturalised’ citizens (nationality as criterion) or native-born for-
eigners (place of birth as criterion) can be aggregated as non-immigrants. In favour of
nationality as criterion, it could be argued that naturalisation procedures expect future
citizens to be familiar with the countries’ language, rules and norms, as well as to have
enough financial means to maintain themselves and their families (see Baubock et al.
2006 for an overview on citizenship rules). In this case, naturalised citizens resemble
native citizens. This argument can be put into perspective because the countries differ
greatly regarding the naturalisation process and related conditions and waiting periods
for obtaining citizenship (e.g. 3 years as permanent resident in Canada versus 12 years
in Switzerland). But the approach in treatment of 2™ and 3™ generation immigrants as
non-immigrants has also its problems. As recent studies show, the outcomes of native-
born nationals and native-born foreigners differ, for example with regard to education-

al attainment or labour market participation (e.g. Heath et al. 2008, Algan et al. 2010).

This thesis chooses place of birth as the criterion for identifying immigrants for the
following reasons. First, the studies mentioned above suggest that immigrant back-
ground plays a role, but that this effect is mainly driven by the socio-economic status
of the individuals and their parents. Second, place of birth, in contrast to nationality,
allows for controlling for variations in naturalisation laws because place of birth is
unique and can be applied in the same way across countries. Moreover, in countries
that grant citizenship after a short time period, immigrants are underrepresented in the
income surveys used in this thesis (see Appendix 3.1). Finally, the citizenship litera-

ture suggests that the rights of residents with permanent residence permits hardly dif-
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fer. Consequently, one may expect that native-born foreigners not only have perma-

nent residence permits but also rights comparable to those of native-born nationals.

3.3 Operationalisation

3.3.1 Dependent variable — poverty rates

This thesis uses poverty rates as dependent variable, which reflects a country’s stand-
ard of living because the participation of individuals in the society presupposes a basic
level of income. As Brady (2003, 724) argues, poverty is linked to social exclusion be-

cause it limits the capability to effectively participate in the society.>

Following international studies and comparative research on poverty (e.g. Korpi and
Palme 1998, Hicks and Kenworthy 2003, Brady et al. 2009), poverty rates are defined
in relative terms as the share of households whose income is below the poverty line,
here defined as 50% of a country’s median income.®® It should be noted that the pov-
erty line is calculated from the income distribution for the full samples, including indi-
viduals of all ages. The analysis, however, is based only on working-age population,
defined as those individuals aged between 21 and 59, because this is the group that is
mainly affected by the labour market policies and social programs analysed in this the-
sis (see discussion below, Blume et al. 2007, 380).

The literature, furthermore, recommends controlling for the size of households by us-
ing an equivalence scale. The assumption behind this is that economies of scale exist
in a household, i.e. that the marginal income needed decreases as the household size
grows. This correction therefore takes into account that households share their expens-
es and that each additional member does not produce the same costs (see also Bradley
et al. 2003, 209f.). Using equivalised income has two advantages. First, it allows for
comparing different types of households because the resulting value is adjusted for the
number of persons, children and adults, living in the same household. Second, as the
same income value is assigned to each household member, not only the household can
be identified as unit of analysis, but individuals as well, by weighting data for the re-
spective number of persons living in the household or belonging to a particular group
(e.g. children or elderly persons). Although no consensus exists on the preferred

choice, this thesis adjusts the household income for the size of the family by using the

* Even though Barry (1998, 20) argues that ‘poverty/economic inequality’ and ‘social exclusion’ are
two distinct concepts, the dispersion of income impedes the capacity of individuals to equally engage
in the common institutions and thus leads to social exclusion. The argument that a basic income is a
necessary condition to interact with the social life is the same.

% In order to check the robustness of the models alternative levels of 40% and 60% are calculated.
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modified OECD equivalence scale, which assigns a value of 1 to the household head,
0.5 to each additional adult member aged 15 or above, and 0.3 to each child below 15
(for a critical discussion of different measurements of poverty and equivalence scales
see Buhmann et al. 1988).°" Since this definition is not based on an absolute cross-
country measure of poverty, it should be considered as an indicator for poverty risks,
which allows taking the standard of living in a particular country into account (Béck-
man and Ferrarini 2010, Brady 2009).

In this thesis, three measures of poverty risks are distinguished. The first measure of
poverty is calculated based on the income before taxes and transfers including salaries,
earnings from self-employment, and income from cash property, and is referred to as
poverty on market income. The second measure, poverty based on disposable income,
considers besides market income, also social transfers, payroll, and income taxes, i.e.
poverty after taxes and transfers (e.g. Bradley et al. 2003, Moller et al. 2003).°* The
former indicator is used as dependent variable when estimating the effect of labour
market institutions and related integration policies, the latter for the estimations con-
cerning the impact of welfare state institutions. Because inequality and poverty
measures are sensitive to extreme values at the bottom and top of the income distribu-
tion, negative values are recoded to zero and the upper threshold is set at ten times the
median income. Finally, poverty reduction effectiveness (PRE) scores are calculated as
the difference between poverty levels based on market income and disposable income
divided by poverty levels based on market income.®® Higher PRE score values indicate
higher effectiveness of countries in reducing poverty, and vice versa (see Mitchell
1991, 65; Moller et al. 2003, 33; Morissens and Sainsbury 2005). The main advantage
compared to poverty levels after taxes and transfers is that it takes the economic situa-
tion of a country into account. If countries already have low poverty levels before tax-
es and transfers due to other factors besides redistribution policies, e.g. high demand
for labour allowing residents to find a well-paid job, they only score highly on the

PRE scores indicator if they can further reduce poverty levels in relative terms.

But this approach of using the PRE scores as a counterfactual analysis, namely to

compare the situation with and without the impact of the welfare state, has been criti-

' To check for robustness, the Luxembourg Income Study’s proposed alternative scale, based on the
square root of the number of persons living in the same household, is calculated.

%2 The definition of the Luxembourg Income Study has been applied to the Australian, Canadian and
US-American household income survey. The main difference is that the former excludes property tax-
es on wealth and the value of the company car as income, but includes alimonies (paid and received),
interest repayments on mortgage and pensions from individual private plans.

tYpre— t .
% PRE scores = 2o ;Ig‘tzrt[;OVEF Tpost (see Mitchell 1991, 65).
post
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cised for several reasons (Kim 2000; Bergh 2005). The main point refers to the endog-
enous effect of the tax system and generous social benefits, especially unemployment
benefits and social assistance, which creates disincentives for working-age persons to
pursue paid employment and thus affects the labour supply. As a result, poverty before
taxes and transfers as well as poverty reduction are higher than they would be if these
programs were not available because individuals living in more generous welfare
states anticipate that they will receive respective benefits and chose not to work. Kim
(2000) has found empirical support for the positive correlation between the generosity
of social benefits and poverty before taxes and transfers. Another critique raised by
Bergh (2005) is that welfare states not only redistribute income between individuals
(inter-redistribution) but also over the lifecycle (intra-redistribution), e.g. through pen-
sions. According to his argumentation, if individuals trust that welfare states will pro-
vide pensions, many elderly persons will have no or low incomes before taxes and
transfers. The high poverty reduction effectiveness scores (for the whole population)
therefore results from the high levels of intra-individual redistribution rather than in-
ter-redistribution. Selecting merely the working adult population only partly avoids the
problem because it excludes the social transfers received in the future, which again in-

creases or decreases the redistributive efforts of welfare states.**

The latter critique of conflation of the two different types of redistribution, i.e. among
individuals and over an individual’s lifetime, though central, plays a minor role in this
paper as the main aim is to explain how differences in the labour market and welfare
system affect socio-economic outcomes of immigrants and non-immigrants at a par-
ticular point in time. The focus of this thesis is primarily on how residents fare, rather
than whether socio-economic outcomes result from inter- or intra-redistribution or
how they will fare in future. Nevertheless, it is important to consider when interpreting
the results that poverty reduction cannot be equated with redistribution between indi-
viduals. This point is also related to the critique that recommends looking on particular
social programs, rather than at the overall effort of welfare states. The alternative pro-
posed by Bergh (2005, 356) is to select social programs that can be more or less dis-
tinguished between risk distribution across the society or over a life course. This is
done in this thesis by focusing on four particular types of social programs, namely so-
cial assistance, traditional family programs, dual-earner support, and unemployment

compensation.

% Other critiques include that PRE scores neither account for the redistribution which is taking place
through education policy and in turn affects the distribution of earning capabilities of individuals, nor
the redistributive effect of social insurance schemes that crowd out market insurance.
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In line with the first critique this thesis acknowledges that PRE scores have an en-
dogeneity problem and should not be considered as a counterfactual analysis because
generosity and access to social programs affect poverty risks both before and after tax-
es and transfers. Moreover, as this thesis argues in the theoretical section, countries
have different possibilities for redistributing income within the country. Besides the
welfare state, the labour market is also a means to this end. Through the labour market,
states can influence the prevailing economic inequality in a country. Despite these cri-
tiques, poverty reduction effectiveness scores provide a convenient starting point for
describing and comparing the efforts of welfare states across countries, though relative

poverty rates before and after taxes and transfer are used for the multivariate analysis.

However, the use of relative poverty rates has also been criticised for different meth-
odological and conceptual reasons. First, even though the calculation of poverty rates
(or headcounts) is a simple measure, it does not give insight about the depth of pov-
erty, i.e. whether households are close to the selected threshold or not. Different alter-
native measures have been proposed, such as income gaps, which are based on the av-
erage of the difference between the poverty line and income of the poor, this data be-
ing standardised by the poverty line. The main advantage of this measure is that it al-
lows accounting for the average depth of poverty, but in doing so it ignores the num-
ber of individuals living below the poverty threshold. A simple measure to account for
both, i.e. quantity and depth of poverty, is the intensity measure, which is simply the
multiplication of the income gap and the poverty rates. These three measures are also

used to describe the level of poverty prevailing in the country in Chapter 4.

To continue further, a number of authors argue in favour of using absolute poverty, i.e.
an income threshold that is held constant across countries. The main reason for this is
that the use of relative poverty obscures whether living standards of individuals im-
proves or deteriorate over time in absolute terms. For example, states with more gen-
erous social programs may have higher absolute poverty rates over the long run,
though constant relative poverty rates, because economic growth is hampered by ex-
travagant redistribution which in turn reduces incentives to invest or work (Kenworthy
1999, 1120ff.). From this point of view the use of absolute poverty measures is prefer-
able in order to account for the indirect effects of redistribution on economic out-
comes. In addition, it has been argued that the emphasis on relative poverty neglects
differences across countries, and that a higher relative poverty is better than greater
equality in a very poor country. This is closely related to the idea that equality is in-
versely related with absolute well-being (Scruggs and Allan 2006, 883). Nevertheless,

this thesis uses relative poverty measures, as the countries included in the analysis are



80 Why are some political economies better than others at incorporating immigrants?

all relatively affluent democracies. Moreover, as Brady (2009, 31ff.) notes, the as-
sumption that absolute measures can be compared across countries, e.g. Sweden and
Italy, and across time, e.g. the United States in 1950s and the 1990s, but still, the deci-
sion to select a fixed set of goods or an absolute threshold is by itself ambiguous. The
example of Smith (1776, see Scruggs and Allan 2006, 883) that “custom . . . has ren-
dered leather shoes a necessary of life in England ... even for the poorest creditable
person” shows that material deprivation is defined by social norms. Nowadays, basic
goods not only include a pair of shoes, being able to afford a meal with meat or the
ability to keep the home adequately warm, but also affording a cell phone or a com-
puter to communicate with the social environment. Besides the difficulty to set a
threshold for absolute poverty, this example also emphasises the central role of inter-
actions between individuals, and thus the concomitant comparison of the position of
self with regard to others. Because individuals have to be conceived as part of a socie-
ty, this thesis focuses on relative poverty rates in order to capture the financial situa-

tion of individuals relative to a country’s prevailing standard of living.

Finally, recent poverty research on material deprivation and recurrent poverty has also
criticised the use of relative measures of poverty. Different authors argue that relative
poverty based on cross-sectional data only provide a snapshot of the financial situation
of individuals and neglects that the individual situation has to be understood in a
broader perspective. Therefore, they propose to use non-monetary indicators of pov-
erty (e.g. Boarini and Mira d’Ercole 2006, Nolan and Whelan 2010) or to observe the
dynamics of income over time (e.g. Fourage and Layte 2012, Tomlinson and Walker
2010). However, a recent study published by Eurostat (2010, 27) shows that corre-
spondence between measures of material deprivation and relative income poverty is
relatively high, over 75% of the cases are consistently identified as both financially
and materially poor. With regard to the difference between persistent and current pov-
erty, Jenkins and Van Kerm’s (2011) findings suggest that they are closely related.
Therefore, despite the advantages of these approaches, this thesis uses relative poverty

measures based on income.

Data sources

In order to measure the poverty risks of immigrants and non-immigrants, this thesis re-
lies on national household surveys: ‘EU Statistics on Income and Living Conditions
2007 (EU-SILC)’ for 16 European countries, the ‘Household, Income and Labour Dy-
namics in Australia Survey (HILDA)’, the Canadian ‘Survey of Labour and Income
Dynamic (SLID)’ and the ‘Current Population Survey (CPS)’ for the United States.
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These sources provide standardised information on income distribution and allow the
cross-national comparison of earnings, market income, and disposable income of
households. The data is usually available for each respondent and household, defined
as group of persons living in the same dwelling and who usually reside and eat togeth-
er, e.g. EU-SILC, CPS and HILDA. Canada provides the data for economic families
defined as a group of two or more persons who live in the same dwelling and are relat-
ed to each other by blood, marriage, common law or adoption, which excludes unre-
lated persons living in the same dwelling (SLID 2013). In order to use the same defini-
tion across all surveys, the Canadian data for two or more economic families living in
the same dwelling has been aggregated to the household level, which constitutes 3.5%
of all households.

It should be noted that the main purpose of these surveys is not the analysis of immi-
grants’ socio-economic outcomes. As a result, the information on the immigrant back-
ground is scarce and immigrants tend to be underrepresented in the samples. Both
problems apply to the EU-SILC survey. Concerning the first point, the dataset only
distinguishes whether the respondent ‘is born’ or ‘has the nationality’ from the country
of residence, an EU member state, or from outside the EU. Moreover, the number of
immigrant respondents is relatively low depending on whether nationality or place of
birth is used as an identifier. For example, when taking nationality as criterion, work-
ing age immigrant households represent less than 2% of the survey sample in the
Netherlands (N=39), Finland (72), Portugal (43) and Germany (122). The share of re-
spondents exceeds the threshold of 2% when using ‘place of birth’ as criterion, with
the exception of Finland (124), while the number of immigrant households in Portugal
is below 100 (N=87, 2.8%). Also the Canadian SLID survey has its problems and only
allows differentiating whether the person is born in Canada or not. Moreover, the im-
migration status is only available for persons living in urban areas with 500,000 inhab-
itants or more for confidentiality reasons. By contrast, the Australian HILDA and the
US-American CPS survey not only contain a reasonable sample of immigrants (N=775
and N=7690, respectively) but also information on the place of birth and the nationali-
ty. Moreover, the HILDA dataset also includes additional immigration-related indica-
tors such as years since arrival or language spoken at home (for an overview of immi-

grant households included in the surveys, see Appendix 3.1).
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3.3.2 Independent variables — individual-level
Households as individual-level units

The market income and disposable income used to calculate the respective poverty
risks are based on the aggregated income of all household members rather than for
each member individually. The main reason for this proceeding is that specific social
provisions and taxes are only available at the household level (e.g. traditional family
benefits, social assistance and income taxes). However, the use of equivalised incomes
allows selecting individuals or households as units of analysis, as discussed above.
Moreover, according to the theoretical section, household characteristics rather than
individual factors are expected to affect poverty risks. An example is whether one
earner or several earners are contributing to the household income, the age, or the edu-
cation of household members. Rather than identifying a head of household and attrib-
uting his or her individual characteristics to the whole household, this thesis choses an
alternative strategy and assigns the combination of the characteristics of the adults liv-
ing in a household to the whole household. For example, whether a household is con-
sidered to be an immigrant household does not depend only on the immigrant back-
ground of the head of the household, usually defined as the person with the highest in-
come, but takes into account the immigrant background of all adults living in the same
household. As a result, it is not only the differentiation between immigrant and non-
immigrant households that can be made, but also the identification of mixed house-
holds, i.e. whether adults with an immigrant and non-immigrant background are living
together. The advantage of this category is that it considers the circumstance that those
members who were raised and socialised in the country of residence face different op-

portunities than households where all members are born abroad.
The assignment of individual characteristics to a household proceeds in three steps:

In a first step, adults are identified in the respective income surveys based on house-
hold compositions. Respondents living in one or two person households without chil-
dren are classified as adult, whereas in a household with children the oldest or the two
oldest persons (lone parents and couples) are selected. In the remaining multi-person
households, the following criteria have been chosen, following the definitions pro-
posed by Eurostat. One the one hand, all individuals above 25 years are coded as
adults. On the other hand, only economically active individuals aged between 18 and

24 are selected as adults based on labour force status and market income.

In a second step, socio-demographic characteristics are assigned to the adults. For the

immigrant background the indicator refers to the place of birth, which distinguishes
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two categories: ‘non-immigrant’ and ‘immigrant’.®® The same practice of allocating
adults the respective characteristic is done to operationalise the structural factors, edu-
cation and skills. The indicator education distinguishes three categories: (1) low:
ISCED 0-2, lower secondary education or less, (2) medium: ISCED 3-4, upper sec-
ondary and post-secondary non-tertiary education, and (3) high: ISCED 5-6, tertiary
education or above. Skills are measured based on the occupation (ISCO-88 code) fol-
lowing the procedure proposed by Hausermann (2010) differentiating between five
categories, namely (1) low service functionaries, (2) socio-cultural (semi-) profession-
als, (3) blue and lower-level white collar, (4) mixed service functionaries and (5) capi-
tal accumulators. Finally, labour market participation is measured as a dummy varia-
ble, based on whether the adult pursues paid employment or not. In addition, two
dummy variables are created to assess employment conditions, namely whether the
adult is self-employed or employed atypically (either employed part-time, on a tempo-
rary contract, as a family worker, or unemployed).

In a third step, the information for adults is aggregated to the household level by com-
bining the different values of each variable. Table 3.2 provides an overview of the
‘pure’ categories derived in the second step as well as the combination thereof (high-
lighted in italic). For example, a household composed of two adults, one with a prima-
ry education (ISCED=1) and the other with an upper secondary education (ISCED=3)
1s coded as mixed (7 ‘Mixed low (0-4)’). It should be noted that some possible combi-
nations are conflated. For example, the mixed categories of the indicator ‘occupation’,
only distinguish whether skill levels of all household members are equal to or greater
ISCO-88 code 41 (coded as 7 ‘Mixed skills (low, ISCO>4)’), less or equal ISCO-88
code 32 (coded as 9 ‘Mixed skills (high, ISCO<3)’), or includes adults with different
skill levels (coded as 8 ‘Mixed skills”).

The aggregation for labour market participation and self-employment/atypical em-
ployment is slightly different. Here, the number of affected persons per household is
assigned to one of three categories: (1) no earner, (2) one earner, and (3) multiple
earners and (1) no one atypically/self-employed, (2) at least one person, and (3) all

atypically/self-employed.

The indicators at the household level include family composition, which distinguishes

8 different forms of lifestyles, namely (1) one person households, female, (2) one per-

% For the EU-SILC countries the immigrant category includes those from EU and non-EU countries.
This distinction is not available for the Canadian dataset, which contains only an indicator whether the
respondent is born in Canada or not. Australia and the United States provide the information on the
place of birth at the country level, which allows to identify respondents from industrialised countries,
i.e. EU-25 and EFTA, Australia, Canada, Japan, New Zealand and the United States.
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son households, male, (3) two person households without children, (4) multi-person
households without children, (5) single parent households, female, (6) single parent
households, male, (7) two person households with children and (8) multi-person

households with children. In addition, two control variables, the number of children

aged 13 or below and of adults 65 years or above, are added.

Table 3.2. Operationalisation — individual and household-level characteristics

Variable Operationalisation by adults and households (in italic)
Place of birth Variable measuring place of birth:
. . 1 ‘Non-immigrant’, 2 ‘Immigrant’,

Nationality 3 Mived’

Education Variable based on ISCED educational level:
1 ‘Low (ISCED 0-2)’, 2 ‘Medium (ISCED 3-4)’, 3 ‘High (ISCED 5-6),
7 ‘Mixed low (0-4)°, 8 ‘Mixed (0-6)’, 9 Mixed high (3-6)’

Occupation Variable based on ISCOS88 classification (or equivalent):

1 ‘Low service functionaries’, 2 ‘Blue and lower white collar’, 3 ‘Mixed service
functionaries’, 4 ‘Socio-cultural (semi-) professionals’, 5 ‘Capital accumulators’,
7 ‘Mixed skills (low, ISCO88>4)°, 8 Mixed skills’ 9 ‘Mixed skills (high, IS-
CO88<3)’,

(Canada: based on the North American Industry Classification System 2007, NAICS 2007;
United States: based on the Standard Occupational Classification 2000, SOC 2000)

Labour market

Variable measuring employment status:

participation 1 “No one employed’ 2 ‘One person employed’, 3 ‘Multiple earners’
Atypical Variable measuring atypical employment (part-time, temporary contract, family
employment worker, and unemployed):
1 “No one employed atypically’ 2’ At least one person employed atypically’ 3 ‘All
employed atypically’
Self-employment Variable measuring self-employment:
1 “No one self-employed’ 2’ At least one person self-employed’ 3 “All self-
employed
Age Variable measuring age categories:

1 “Young (18-39)’, 2 ‘Middle (40-59)’, [3 ‘Elderly (60+)’],
7 ‘Mixed (18-59)°, 8 ‘Mixed (including elderly)’

Family composition

Variable measuring family/household composition:

1 ‘One person household, female’, 2 ‘One person household, male’ 3 “Two person
household, without dependent children’, 4 < Multi-person households, without de-
pendent children’, 5 ‘Single parent household, female’, 6 ‘Single parent household,
male’, 7 “Two person household, with one or more children’ 8 ‘Multi-person
households, with dependent children’

Children per Variable measuring the number of children below 14 years
household (Australia: below 15, Canada: below 16)

Elderly per Variable measuring the number of adults 65 years or above
household

3.3.3 Independent variables — country-level

Although socio-economic characteristics of household members are important to ex-
plain poverty, this thesis expects that institutions at the national level have a major im-
pact. Institutions are understood as national laws, regulations and policies implement-
ed in particular fields, here referring to the political economy and immigration. The

focus on institutions and policies means that indicators used in this thesis do not meas-
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ure how they are applied in practice and experienced by individuals but rather how
they exist in law.®® National immigration, labour and social security laws therefore
constitute the main source for operationalising a country’s institutional setting. The
main reason for looking at institutions and policies is that they mirror the different
rights individuals are entitled to and the conditions they have to fulfil to get access to

the labour market and the welfare state.

Two broader types of national policies are distinguished. The first refers to those poli-
cies related to labour market and welfare institutions. Here the respective regulations
in the domain of the political economy are compared across countries with regard to
the extent to which they protect individuals through respective regulations within the
labour market and the welfare state. The second type of policies concentrates on poli-
cies directed at immigrants only, namely those regulating their access to the social
programs and the labour market. Integration policies here are classified in terms of in-
clusiveness, i.e. immigrants’ ease or difficulty to get access to the labour market and

the welfare state.

3.3.3.1 Labour market and welfare state institutions
Labour market policies

The level of protection provided by states through the labour market referring to wage
bargaining systems, statutory minimum wages and employment protection legislation
is measured as follows. If not indicated otherwise, the data is taken from Visser’s
(2011) ‘Database on Institutional Characteristics of Trade Unions, Wage Setting, State
Intervention and Social Pacts in 34 countries between1960 and 2007° (ICTWSS).
First, wage bargaining institutions are measured by Kenworthy’s (2001) 5-point index
of coordination of wage bargaining, which distinguishes between different levels
where coordination takes place, higher values indicating more coordinated wage bar-
gaining systems (see Appendix 3.2 for details). Because Kenworthy’s original index
also included for government intervention in wage bargaining reported separately in
the ICTWSS dataset, a second indicator accounting for the degree of government in-
tervention in wage bargaining is added. This variable distinguishes five different levels
of government participation in wage settlement. Second, for the operationalisation of
statutory minimum wages two indicators are used. The first indicator measures mini-

mum wage setting combining information on different actors participating in the wage

% In principle, immigrants and non-immigrants might be denied formal rights in law, e.g. the legal
right to a minimum wage, because there is no effective state protection or enforcement of this law. On
the other hand, individuals might enjoy rights that are not formulated in law, such as access to medical
treatment with a legal right to health care (see Ruhs 2011, 14).
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bargaining as well as the level of application (sectoral or national agreements). The
second indicator refers to the share of the minimum wage in percentage of the median
wage, available from the OECD. Countries without statutory minimum wages are cod-
ed as zero. Finally, employment protection legislation is measured by the two indices
provided by the OECD and referring to employment protection strictness of workers
with regular and temporary contracts. The former is based on different indicators in-
cluding the difficulty of dismissal and severance pay, while the index for temporary
employment focuses on government regulations on fixed term contracts and temporary

work agency employment.®’

Social policies

The level of social protection provided through the welfare states is based on three so-
cial programs that have been identified to be central in the fight against poverty of the
working age population, namely unemployment programs, social assistance and fami-
ly-related programs (Huber and Stephens 2001, Pfeifer 2012). While the former two
compensate for the loss of income either due to the loss of employment or difficulty
entering the labour market, the latter helps families to reduce their poverty risks (e.g.
temporary assistance to needy families (TANF) in the United States).

Drawing on previous contributions on social rights (see Esping-Andersen 1990,
Scruggs 2004, Korpi and Palme 1998), this thesis focuses on the generosity of unem-
ployment programs, which is measured as the net replacement rates during the initial
phase of unemployment for six different types of households, i.e. single, one earner
and two earner couples either with or without two children. The unemployment re-
placement rates for households with earnings 67% of the average wages are used.®®
Because this thesis is concerned with explaining poverty, the situation of marginal
households with low previous incomes rather than the average wage household is as-

sessed. The net replacement rates are provided by the OECD.

The data used to operationalise social assistance programs is based Nelsons’ (2010)
‘Social Assistance and Minimum Income Protection Interim Data Set (SaMip)’, which
contains information on minimum income protection across different family types, i.e.

single persons, lone and two parent families. In order to compare the minimum income

%7 However, these indices have recently been criticised for neglecting the role of courts in the interpre-
tation of the legislation (see Venn 2009, Betcherman 2012, 21). As argued in the last chapter this the-
sis focuses on institutions rather than on their implementation.

% The combination of net replacement rates for different households is problematic per se (e.g. high
variation between single person households and one-earner households with children as in Australia,
36 versus 72%). The principal component analysis resulting in one factor shows that the indicators are
highly and positively correlated with factor loadings above 0.84 (variance explained 81.7%).
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benefits within and across countries, the indicators are calculated in percentage of the
average wage. Analogous to the unemployment replacement rates, the average across

different types of family is used.®

Finally, two forms of family program generosity are distinguished: dual-earner support
and traditional family support. Following previous research on employment-related
family programs (Gornick et al. 1997, Korpi 2000, Mandel and Semyonov 2005), du-
al-earner support is measured by three indicators, which capture different forms of
government intervention: the full-rate equivalent of paid parental leave (number of
weeks on maternity, paternity or maternal leave multiplied by the respective replace-
ment rates during the leave), the length of maternal leave, and the share of preschool
children in formal care or early education services (aged 5 or less). The former two re-
fer to the protection states provide to working mothers, while the third reflects the state
intervention facilitating the employment of mothers. An index has been constructed
based on the single factor resulting from the principal component factor analysis (fac-
tor loadings>0.85, variance explained 71.3%), which has been rescaled between 0 and
100. This data is available from the OECD for the year 2007/2008. Second, traditional
family support is measured by an indicator capturing the proportion of traditional fam-
ily benefits in % of the average wage. It is calculated as the average family benefits re-
ceived by three household types earning 67% (or 134%) of the average wage, i.e. a
lone parent family, a single earner family, and a two-earner family.” The calculations
are based on the dataset accompanying the OECD benefits and wages report for the
2007.”" These family benefits include yearly flat rate or lump sum benefits, family tax
allowances, as well as child-raising benefits paid to parents looking after their children
at home, but exclude any benefits or tax reductions for public or private childcare ex-

penditures or the use of particular childcare services (see OECD 2007).

3.3.3.2 Integration policies — access to the welfare state and the labour market

The second set of regulations refers to policies targeting immigrants once they are set-
tled in the country. Integration policies in this thesis are limited to immigrants’ social
and economic rights and are measured through the access of particular types of immi-

gration categories to social programs and the labour market. The immigration catego-

% The single factor using principal component analysis shows that the indicators are positively corre-
lated with factor loadings above 0.90 (variance explained 88.8%).

70 The factor loadings of the resulting single component are above 0.89 (variance explained 83.9%).

' An alternative could be the use of child benefit package for couple with two children but one earner
based on level of earnings (50%, 100%, 150% of AW) relative to a childless couple on the same earn-
ing level (see Bradshaw and Finch 2010).
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ries selected in this thesis draws on a previous analysis on immigrants’ social rights by
Aleinikoff and Klusmeyer (2002) and include: nationals, foreign nationals with per-
manent resident permits, foreign nationals with limited residence permits and their

family members, recognised refugees, and supra-nationals (i.e. EU citizens).

Immigrants’ access to the labour market

Two indicators are used to operationalise immigrants’ economic rights and their access
to the labour market. First, the ‘access to employment’ of each immigration category,
mentioned above, is considered. Drawing on Cerna’s (2009) and Ruhs’ (2011) contri-
butions four different categories are distinguished to identify the level of immigrants’
access to employment. For foreign workers the indicator differentiates whether:
0: employment is tied to a specific employer,
1: employment is tied to a specific employer, but change of employer is possible
though requires a new work permit,
2: workers can freely change employers within a specific sector, occupation or
region,
3: migrant workers have full access as nationals.
The categorisation for the remaining immigration categories, e.g. permanent residents,
family members or refugees, is slightly different and considers whether an immigra-
tion category:
0: is not permitted to work,
1: has to apply for a working permit,
2: gets unlimited working rights after a certain period or accelerated procedure

(e.g. no labour market test),
3: has full access as nationals.

This indicator not only contains information as to whether particular immigration cat-
egories are granted access to the labour market or not, but also reveals to which degree

their economic rights differs across immigration categories and countries.

Second, to measure the ‘access to self-employment’ an indicator is created which dis-
tinguishes whether an immigration category:

0: has no access at all,

1: has to apply for an additional permit,

2: needs a work permit,

3: has full access as nationals.
It should be noted that a score of 2 ‘needs a working permit’ is only assigned to the
family member immigration categories, where access to self-employment depends on

a working permit, which is only granted after a waiting period (e.g. after one year in
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Austria and Greece). Moreover, this indicator does not consider the difficulties and the
additional conditions immigrants as well as nationals have to fulfil in particular coun-
tries in order to establish a business. The final index score on immigrants’ access to
the labour market is calculated as the mean score for each immigration category. Due
to the low variation across the countries only the resulting values of four immigration
categories, i.e. immigrants with permanent and limited residence permits as well as
their family members, are used to create the final index, rescaled from 0 to 3 to range
between 0 and 1.”> Immigration laws as well as the report on immigration laws by the
International Organization for Migration (IOM 2009) and the comments in the MIPEX

dataset are used as sources.

Immigrants’ access to the social programs

Concerning immigrants’ social rights, the data collection proceeds as follows. In a first
step the analytical framework used to compare social rights of immigrant is developed
following earlier research by North et al. (1987) on non-citizens’ access to social pro-
grams (study cited in Brubaker 1989, 159; see also Soysal 1994, 123). These authors
highlight the importance of the access of specific immigration category and the length
of residence. The former considers whether or not a particular residence permit grants
access to social programs, while the latter accounts for whether countries have imple-
mented a ban of a number of years during which immigrants are prohibited to access
specific social programs, e.g. universal or means-tested programs that do not require a
previous period of contribution. This approach is often chosen in countries where per-
manent residence permits are granted from the beginning of stay. But the length of res-
idence, besides means-tested or universal programs, is also applicable to contributory

social programs, where a certain time of previous employment is demanded.

The indicator used in this thesis combines both factors, i.e. whether a specific immi-
gration category is granted access to social programs, and whether a certain length of
residence or work period is required. The threshold for the length of residence is set at
5 years because in the majority of the countries this is the required time to be eligible
for a permanent residence permit. For the contributory social programs, a lower
threshold of 52 weeks is selected. The main reason is that for immigrants with limited
residence permits the loss of their jobs has consequences on the renewal of their per-

mits.

7 The excluded four immigration categories are family members of nationals, recognized refugees as
well as EU citizens and their family members.
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The indicator includes the following categories:

0: no access

1: waiting period > 5 years or > 52 weeks of employment

2: waiting period < 5 years or < 52 weeks of employment

3: full access
In a second step, the relevant social programs for each country are identified (e.g. un-
employment insurance, programs for lone parents, child-raising allowances etc.). The
selection of the respective programs is based on the comparative tables on social pro-
tection published by MISSOC for all European countries in 2007. For Australia, Can-
ada and the United States, the country chapters of the OECD Benefits and Wages re-
port (OECD 2007), as well as the report ‘Social Security Programs throughout the
World” (SSPTW 2006, 2007), are used to select the social programs (see Appendix A,
for the full list).

In a third step, the national social security laws for each social program are collected.
Based on the respective social security regulations, the indicator for each single social

program and type of immigration category has been coded with the respective value.

The fourth step assigns the respective social program to one of the following four
types of social programs: (1) unemployment compensation, incl. unemployment insur-
ance and unemployment assistance, (2) traditional family support, (3) dual-earner sup-

port and (4) social assistance.

Then, the respective average values by type of social programs for four immigration
categories are calculated, namely residents with permanent or limited residence per-
mits as well as their family members. The access of the remaining immigration catego-
ries such as family members of nationals, refugees, and supra-national citizens is ex-
cluded due to low variation between the countries. They enjoy almost the same access

to social programs as nationals.

Finally, the average score of the four immigration categories by type of social program
is created yielding four different indices that measure the inclusiveness of social pro-
grams addressing the needs of the unemployed, families, working parents and individ-

uals in need. All four indices have been rescaled from 0 to 3 to range between 0 and 1.

Data has also been collected for other factors deemed important in former studies such
as the legality of residence and work, the country of origin, and the physical presence
in the country, which is not always a condition for receiving social benefits (see North

et al. 1987, Brubaker 1989, Soysal 1994). For example, family allowances might be
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granted even for children not residing in the country.” Due to the low variation across
countries (country of origin hardly matters in contrast to legal residence and physical

presence) this information is not included in the index.”

3.3.3.3 Control variables: immigrant population and economic factors

The theoretical framework discussed in the previous chapter emphasises further fac-
tors that might affect immigrants’ poverty as well as poverty gaps such as the compo-

sition of the immigrant population and economic factors.

In order to assess the composition of the immigrant population, different indicators are
used as proxies. The first refers to the share of the foreign-born population from indus-
trialised countries (including the member states of the EU and the EFTA, Australia,
Canada, Japan, New Zealand and the United States). The three additional indicators re-
fer to the share of immigration inflow by three types of permits based on work, family
and humanitarian reasons. Because immigration inflows are highly dependent on the
global political situation the 5-year average between 2003 and 2007 is used, where da-
ta was available. The data for these indicators is published in the international migra-
tion outlook (SOPEMI several years).

The indicators used to assess a country’s economic situation are GDP growth, 5-year
average, as well as the unemployment rate in percentage of the whole and the immi-
grant labour force as indicators. In addition, the employment growth and total social
expenditures in % of GDP both for the year 2006 are included. The data is available
from the OECD database.

3.4 Statistical methods

This thesis estimates multilevel models with random intercepts using maximum likeli-
hood estimations in order to analyse whether variations in integration policies, as well
as in the labour market and social policies, can explain cross-national immigrants’
poverty and poverty gaps between immigrants and non-immigrants. Such models al-

low the consideration of context variation and the simultaneous estimation of the ef-

> Whether this is the case, however, often depends on bilateral agreements, i.e. whether entitlements
for TCNs are paid abroad as well as whether the social insurance contributions made abroad are also
taken into account.

™ North et al. (1987) include additional factors such as the ‘zeal with which eligibility rules are en-
forced’, ‘state or province of residence (in federal states)’ and ‘nature of the program’. The former has
been excluded because the primary focus are national laws rather than how these regulations are im-
plemented, while the information for the two latter has been collected but not included into the final
index.
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fect of individual- and country-level variables. Since the data exhibits a multilevel
character, i.e. the individuals (level-1 observations, here households) are nested within
a contextual unit (level-2 units, here countries), the observations within a country are
not truly independent. The use of standard regression analysis is problematic because
it tends to underestimate the standard errors and therefore increases the potential for
Type 1 errors, i.e. producing significant coefficients when in fact the null hypothesis is
true. By contrast, multilevel models reduce the probability of these errors by allowing
the intercept and slopes of individual-level variables to vary across the contextual
units. Therefore, rather than treating the dependency of the observations as a nuisance,
it incorporates it into the model by extracting information in order to estimate the rela-
tionship between the variables (see Steenbergen and Jones 2002, Snijders and Bosker
2012).

In other words, the use of multilevel models is driven for the reason that social and
economic policies as well as integration policies differ across countries, and that all
households living in a specific country are exposed to the same set of policies. There-
fore, it is central to consider the unobserved country-level effect. In addition, multi-
level logistic regression not only allows estimating the explanatory potential of poli-
cies at the macro-level, after controlling for socio-demographic characteristics at the
household level, but also assesses the relative impact of country-level variables com-

pared to household-level characteristics.

Analytical approach

Since the dependent variable is dichotomous, logit maximum likelihood models are
used to assess the impact of social and economic policies on immigrants’ poverty, and
the moderating effect of integration policies concerning the access of immigrants to
the labour market and social programs. The logit random intercept models expressed

in log-odds can be decomposed into a level-1 model:
log (1__2”) = Poj + BX; (1)

At the individual level, the dependent variable is poverty, indicating whether an immi-
grant household i in country j is poor (=1) or not (=0). X represents a vector of indi-
vidual-level variables (i.e. educational level, labour market participation etc.). The
model is comparable to a simple logistic model with the difference that the parameters

vary across level-2 units denoted by the j-subscripts. Consequently, a unit change in a
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variable x; of two households from the same country is associated with a 3; change in
their log-odds. To facilitate interpretation, all continuous variables have been centred
at their means. B; refers to the intercept, which is allowed to vary across countries and

therefore can be reformulated as a function of the level-2 variables:

Boj = Yoo + YoZ; + Uy ()
B=vy (3)

In equation (2) and (3) y denotes the fixed level-2 parameters, with vy, being the indi-
vidual-level intercept, i.e. the population average of the transformed probabilities. Z
refers to a vector of country-level variables (e.g. minimum wage setting, unemploy-
ment program generosity). The random effect is described by the residual term Uy,
which represents the country-specific intercept. The deviations Uy; are assumed to be
independent from each other and normally distributed, with a mean of zero and a vari-
ance of 72 (Snijders and Bosker 2012). Including equations (2) and (3) into (1) yields
the mixed model:

TCij
log (1__;1]) =Yoo+ YoZ;j + vXij+Uy; (4)

The multilevel logistic model estimated to explain poverty gaps between immigrants
and non-immigrants is slightly different. The reason is that poverty gaps are assessed
indirectly by using the cross-level interaction between immigrant background and in-
tegration policies, i.e. access to the labour market and social programs. The resulting
level-1 equation is:

log (:_211) = Boj + B1j(immigrant);; + BX;; (5)

Equation (5) is identical to (1) with the difference that the immigrant background
characteristic is included separately. Accordingly, the integration policy variable at the

country level is included in equation (6).

Boj = Yoo +YoZj +vo(policy) + Uy;  (6)
B=vy (7
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The equations are identical to the previous random intercept model, though the varia-
bles of interest are highlighted. Substituting equations (6) and (7) into (5) and adding

the cross-level interaction results in the following mixed model:

‘r[..
log <1 _llﬂn> = Yoo t+ Yo(policy); + y; (immigrant);; + yo; (policy); * (immigrant);;
ij

The effect of the interaction is represented by y,,, which according to the expectations
of this thesis should have a negative sign to suggest that poverty gaps between immi-
grants and non-immigrants diminish as integration policies become more inclusive.
The multilevel logistic analysis for the two dependent variables, immigrants’ poverty
and poverty gaps are conducted in STATA using the ‘xtmelogit’ command.” It should
be mentioned that the models including the cross-level interaction have also been es-
timated using multilevel models with random slopes.’® The likelihood-ratio tests indi-
cate that the random-intercept model cannot be rejected in favour of the random-

coefficient model. Therefore, only the models with random intercepts are presented.

Although the literature agrees that 19 level-2 units should be sufficient to estimate
meaningful and significant multilevel models (Rabe-Hesketh and Skrondal 2012), this
thesis is aware of relatively small number of countries included in the analysis. There-
fore, the models try to minimise the number of country-level variables. In addition, the
jackknife repeated replication method, a re-sampling technique, is applied. This statis-
tical method is used to estimate robust standard errors and confidence intervals. The
basic idea behind jackknife is to recompute the estimates based on subsample of the
original observation. In other words, the model is re-estimated excluding one observa-
tion, here all observations of one country, from the sample (Wolfe and Dunn 2003).
This proceeding allows controlling for the impact of each country on the regression

coefficient.

7 «xtmelogit” is based on a maximum likelihood estimation procedure using adaptive quadrature with

7 integration points.
76 The models using multilevel with random slopes are the same as those discussed above but include
an additional equation: B;; =y, + y,Z + Uj; (8).
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Appendix 3.1. Number of households by immigrant status (2007)
Place of birth Nationality
Non- Immi- Non- Immi-
immigrants Mixed grants immigrants  Mixed grants Total

Australia 3807 612 775 - - - 5194
73.3% 11.8%  14.9% - - -

Austria 4072 347 544 4366 321 276 4963
82.0% 7.0%  11.0% 88.0% 6.5% 5.6%

Belgium 3 820 447 477 4120 305 319 4744
80.5% 9.4% 10.1% 86.8% 6.4% 6.7%

Canada 3782 661 896 - - - 5339
70.8% 12.4% 16.8% - - -

Denmark 3981 231 132 4121 156 67 4344
91.6% 5.3% 3.0% 94.9% 3.6% 1.5%

Finland 8 046 273 124 8234 137 72 8443
95.3% 3.2% 1.5% 97.5% 1.6% 0.9%

France 6 349 674 531 7 000 304 250 7 554
84.0% 8.9% 7.0% 92.7% 4.0% 3.3%

Germany 8 706 531 334 9170 279 122 9571
91.0% 5.5% 3.5% 95.8% 2.9% 1.3%

Greece 3501 186 264 3 646 114 191 3951
88.6% 4.7% 6.7% 92.3% 2.9% 4.8%

Ireland 2 868 374 295 3192 155 190 3537
81.1% 10.6%  83% 90.2% 4.4% 5.4%

Italy 13 526 789 671 14 083 328 575 14 986
90.3% 5.3% 4.5% 94.0% 2.2% 3.8%

Netherlands 7231 452 222 7724 142 39 7 905
91.5% 5.7% 2.8% 97.7% 1.8% 0.5%

Norway 4211 313 252 4 463 202 111 4776
88.2% 6.6% 5.3% 93.4% 4.2% 2.3%

Portugal 2 687 206 87 2 894 43 43 2980

(2008) 90.2% 6.9% 2.9% 97.1% 1.4% 1.4%

Spain 8 348 454 508 8671 242 397 9310
89.7% 4.9% 5.5% 93.1% 2.6% 4.3%

Sweden 4369 471 511 4980 251 120 5351
81.6% 8.8% 9.5% 93.1% 4.7% 2.2%

Switzerland 3656 759 827 4082 520 640 5242

(2009) 69.7% 145%  15.8% 77.9% 9.9% 12.2%

United Kingdom 5318 496 376 5748 236 206 6190
85.9% 8.0% 6.1% 92.9% 3.8% 3.3%

United States* 12 334 1150 1 950 13 591 819 1 024 15434
79.9% 7.5% 12.6% 88.1% 5.3% 6.6%

Full sample 48 704 4451 7 690 53523 3131 4191 60 845
80.0% 7.3% 12.6% 88.0% 5.1% 6.9%

Total 110 612 9426 9776 110 085 4 554 4642 (129814
85.2% 7.3% 7.5% 713.3% 29.5% 30.1%

Note: * The US subsample is randomly selected based on individual-level characteristics (see Table 3.2).
Source: EU-SILC, HILDA (Australia), SLID (Canada), CPS (United States).
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Appendix 3.2. Operationalisation — labour market and welfare state institutions
Variable Operationalisation

Coordination of
wage bargaining

Index based on Kenworthy’s classification of wage-setting coordination scores (excl. government in-
tervention):

5 = economy-wide bargaining, based on a) enforceable agreements between the central organisations
of unions and employers affecting the entire economy or entire private sector, or on b) government
imposition of a wage schedule, freeze, or ceiling; 4 = mixed industry and economy-wide bargaining:
a) central organisations negotiating non-enforceable central agreements (guidelines) and/or b) key un-
ions and employers associations setting the pattern for the entire economy; 3 = industry bargaining
with no or irregular pattern setting, limited involvement of central organisations, and limited freedoms
for company bargaining; 2 = mixed or alternating industry- and firm level bargaining, with weak en-
forceability of industry agreements; 1 = none of the above, fragmented bargaining, at company level.
Source: Visser (2011) ICTWSS.

Government inter-
vention in wage
bargaining

Index measuring government intervention in wage bargaining based on Hassel (2005):

5 = the government imposes private sector wage settlements, places a ceiling on bargaining outcomes
or suspends bargaining; 4 = the government participates directly in wage bargaining (tripartite bar-
gaining, as in social pacts); 3 = the government influences wage bargaining outcomes indirectly
through price ceilings, indexation, tax measures, minimum wages, and/or pattern setting through pub-
lic sector wages; 2 = the government influences wage bargaining by providing an institutional frame-
work of consultation and information exchange, by conditional agreement to extend private sector
agreements, and/or by providing a conflict resolution mechanism which links the settlement of dis-
putes across the economy and/or allows the intervention of state arbitrators or Parliament; 1 = none of
the above.

Source: Visser (2011) ICTWSS.

Minimum wage
setting

Index measuring minimum wage setting:

8 = Minimum wage is set by government, without fixed rule; 7 = Minimum wage is set by govern-
ment but government is bound by fixed rule (index-based minimum wage); 6 = Minimum wage set by
judges or expert committee, as in award-system; 5 = National minimum wage is set by government,
but after (non-binding) tripartite consultations; 4 = National minimum wage is set through tripartite
negotiations; 3 = National minimum wage is set by agreement (as in 1 or 2) but extended and made
binding by law or Ministerial decree; 2 = Minimum wages are set by national (cross-sectoral or inter-
occupational) agreement (‘autonomous agreement’) between unions and employers; 1 = Minimum
wages are set by (sectoral) collective agreement or tripartite wage boards in (some) sectors; 0 = No
statutory minimum wage, no sectoral or national agreements.

Source: Visser (2011) ICTWSS.

Minimum wage
(% of median
wage)

Variable measuring the minimum wage (in local currency and PPP adjusted) in percentage of the me-
dian wage (local currency and PPP adjusted).
Source: OECD 2012.

OECD index for
dismissal of em-
ployees on regular
contracts

Index measuring the strictness of employment protection for regular employment based on different
indicators for procedural inconveniences (e.g. notification procedure), notice and severance pay for
no-fault individual dismissal (e.g. notice period) and difficulty of dismissal (e.g. definition of unfair
dismissal, compensation, trial period, reinstatement). Data for Switzerland refers to 2008.

Source: OECD 2012.

OECD index for
strictness of regu-
lation on tempo-
rary contracts

Index measuring the strictness of employment protection for temporary employment based on differ-
ent indicators regarding fixed term contracts (e.g. valid cases for their use, maximum number of suc-
cessive contracts) and temporary agency employment (e.g. types of work for which it is legal, re-
strictions on numbers of renewals, equal treatment).

Source: OECD 2012.

Unemployment
program
generosity

Variable measuring average net replacement rates during the initial phase of unemployment of six dif-
ferent household types (single person, one-earner and two-earner couples without and with 2 children)
for a worker earning 67% of the average wage.

Source: OECD 2012.

Social assistance

Variable measuring average replacement rates concerning minimum income protection of three differ-
ent household types (single, lone and two parent family) in percentage of the average wage.
Source: Nelson (2007) SaMip.

Family programs

Variables measuring traditional family support: family benefits in % of AW (traditional family sup-
port: average of lone parents, one and two-earner couples earning 67% (134%); dual-earner support:
index based scores resulting from principal factor analysis: full-rate equivalent of paid parental leave,
length of maternal leave and the share of preschool-children in childcare.

Source: OECD 2012.
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4 Descriptive analysis — immigrants’ poverty and poverty

gaps

This chapter presents the descriptive analysis for the two dependent variables: immi-
grants’ poverty and poverty gaps. Accordingly, it is divided into two parts. The first
part compares poverty rates based on market income and disposable income of immi-
grant, non-immigrant and mixed households, i.e. with at least one adult born in the
country of residence. This analysis is complemented by a focus on income gaps, which
gives some insight on how well poor households fare, and the intensity measure,
which combines income gaps with poverty rates. The second part of this chapter is de-
voted to poverty gaps. In contrast to the first part, the second controls for the effect of
households’ socio-demographic characteristics on poverty. Based on logistic regres-
sion analysis, the average marginal effects of being an immigrant household are calcu-
lated using the position of the household relative to the poverty line as the dependent

variable.

4.1 Immigrants’ poverty

4.1.1 Poverty rates across countries

This subsection begins with the discussion of poverty rates based on market and dis-
posable income. The poverty rates have been calculated using 50% of the median in-
come as poverty threshold. This subsection then continues with the analysis of poverty
reduction effectiveness (PRE) scores, which allows for the comparison of poverty

rates before and after taxes and transfers.

Across all countries, poverty rates based on market income are on average around
19.2%, indicating that two out of ten households are living below the poverty thresh-
old (SD=3.1). The comparison of poverty rates between non-immigrant and immigrant
households reveals considerable differences between these two groups. For non-
immigrant households, the poverty rate of 18% is slightly below the mean (SD=3.4),

while the figure for immigrant households is almost twice as high, with a grand-mean
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of 35% (SD=11.8). The high standard deviation of immigrant households points to
cross-national variations in poverty rates before taxes and transfers, which are present-
ed in Figure 4.1. The first column refers to non-immigrants’ poverty rates, followed by

those for mixed and immigrant households.

Three observations can be made. First, the pre-tax and transfer poverty rates of non-
immigrant household are comparable across and within welfare regimes ranging be-
tween 16% and 20%. The major exceptions are Switzerland and Sweden, which have
markets that generate less poverty (8.5 and 14%, respectively), while Ireland is an out-
lier at the top end (26%). Second, the poverty rates of mixed households are similar to
those of non-immigrant households. The difference in the majority of the countries
studied is fewer than 3 percentage points. In a number of countries, the poverty rates
of mixed households are even considerably lower, e.g. in Norway, Australia and Ire-
land.”” By contrast, the share of mixed households that are below the poverty line
compared to non-immigrants is substantially higher in Belgium, Germany and France
(e.g. 24% versus 16%).

Poverty rates based on market income
(50% of median income)
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Figure 4.1. Poverty rates based on market income

Last but not least, immigrants’ poverty rates are higher than those of non-immigrants

in all countries. However, in contrast to non-immigrant households they tend to cluster

77 This finding is also supported by a t-test, while the means of immigrants’ and non-immigrants’ pov-
erty rates are significantly different at the 1% level (results not shown, but available upon request from
the author).
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across welfare regimes. The highest rates of poverty can be found in Nordic countries
(around 48%, see Appendix 4.1), followed by Continental European countries (around
41%, excl. Switzerland) and Anglo-Saxon countries (around 34%). In Southern Euro-
pean countries, immigrants’ poverty rates are the lowest and most comparable to those
of non-immigrant households. These findings suggest that Anglo-Saxon and Southern
European countries are more efficient in reducing immigrants’ poverty through the la-
bour market than Continental European or Nordic countries. The difference between
these two groups is below 5 percentage points (average around 21%). In other words,
while in Nordic countries immigrant households are almost three times more likely to
fall below the poverty threshold, the ratio in Southern European countries is below 1.2.
For Continental Europe, the risk is more than twice as high when compared to 1.6 in
Anglo-Saxon countries. Within the country groups, however, variations can be ob-
served. In Switzerland (17%) and Austria (26%) immigrants’ poverty rates are consid-
erably lower than in Belgium (44%) and the Netherlands (50%). On the other hand,
poverty rates of immigrants living in Canada are lower than those of their British
counterparts (31% and 42%, respectively). Comparably, the share of immigrant
households considered as poor is higher in Denmark (52%) than in Norway (43%).

Poverty rates based on disposable income
(50% of median income)
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Figure 4.2. Poverty rates based on disposable income

Moving to poverty rates based on disposable income, the cross-country mean lies at
9.6% (SD=3.1), half of the size of pre-tax and transfer poverty discussed above. How-

ever, differences between immigrants and non-immigrants still persist. On average,
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immigrants’ poverty rates in the 19 industrialised countries are at 21% (SD=5.2) al-
most 2.5 times the relative value for non-immigrants, whose poverty rates lie at 8%
(SD=3.1). Comparing poverty rates of the latter group across countries in Figure 4.2,
non-immigrant’s poverty rates cluster as predicted by the welfare state literature. Nor-
dic and Continental European countries feature the lowest poverty rates (around 6%),
followed by Anglo-Saxon (around 10%) and Southern European countries (around
12%). Norway and Germany are closer to the Anglo-Saxon countries with poverty

levels above 8%, while poverty rates in the United States reach almost 15%.

However, the pattern is less consistent when looking at immigrants’ poverty rates.
Immigrant households’ poverty levels are still considerably higher than those of non-
immigrant or mixed households. But the stair-like trend in Figure 4.1, 1.e. higher pov-
erty rates in Nordic and Continental Europe followed by Anglo-Saxon and Southern
European countries, disappears when looking at immigrant-specific poverty. The pov-
erty rates of Southern European immigrant households are now around the cross-
country mean. Nordic and Southern European countries are still relatively homogene-
ous, with country group averages of 22 and 24% respectively, but higher variation ex-
ists in Continental European and Anglo-Saxon countries. Immigrant households living
in the Netherlands, Switzerland and Ireland experience the lowest poverty risks (below
13%), followed by Austria and Australia (around 15-16%). By contrast, one out of
four immigrant households in Belgium and the United States are living with an income
below the poverty threshold. A last observation is that the relative difference between
poverty rates of immigrants and non-immigrants increases. In Nordic countries they
are more than 3.5 times more likely to live in poverty, compared to three times more
likely in Continental Europe and to two times more likely in Anglo-Saxon and South-
ern European countries. The highest differences between non-immigrant and immi-
grant households can be observed in Belgium and France, where immigrant house-
holds are over four times more likely to live below the poverty line, while the poverty
rates for both groups are more comparable in the Netherlands, Australia and Ireland,
with the probabilities for immigrants’ living in poverty resting at around 1.5 times

higher than non-immigrants.

In order to facilitate the comparison of poverty rates before and after taxes and trans-
fers, poverty reduction effectiveness (PRE) scores are calculated. The resulting scores
are simply the difference between poverty rates based on market and disposable in-
come, standardised by the poverty rates based on market income. The scores range be-
tween 100 and -100. A value of 50 indicates that 50% of the poor households can be
lifted out of poverty. Higher PRE scores can thus be associated with higher effective-
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ness of countries in reducing poverty, and vice versa (see Mitchell 1991, 65; Moller et
al. 2003, 33; Morissens and Sainsbury 2005).

The PRE scores are on average around 50 (SD=16), indicating that 50 out of 100 poor
households can be lifted out of poverty. The respective PRE scores by country and
immigrant groups are presented in Figure 4.3. In almost all countries, the PRE scores
of immigrant households are lower when compared to non-immigrant households.
While across all countries over 50% of poor non-immigrant households attain a social-
ly acceptable standard of living (mean=52, SD=15), this is only the case for 34% of
immigrant households (mean=34, SD=29). For non-immigrant households, the values

range from 28 to 70, and for immigrant households from -20 to 81.

Poverty reduction effectiveness scores
(50% of median income)
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Figure 4.3. Poverty reduction effectiveness scores

The major exception is the Netherlands, where more than 8 out of 10 immigrant (and
mixed) households can be taken out of poverty, compared to 65% of non-immigrant
households. The highest differences in the PRE scores of immigrants and non-
immigrants are observable in Southern European countries. The negative value indi-
cates that the proportion of immigrant households living in poverty increases even af-
ter taking the redistributive capacities of the state into account. But this is not evidence
that immigrants living in Greece, Spain or Italy pay more taxes than the amount they
receive in social benefits (see Appendix 4.1 immigrants’ mean income before and after

taxes and transfers). The main reason is that a country’s poverty threshold increases
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when taking taxes and transfers into account compared to the poverty threshold based
on market income. The PRE scores are negative for immigrant households if their net
social benefits (i.e. the difference between taxes and transfers) do not change to same
extent as those for non-immigrant households. Consequently, even if immigrant
households are net receivers of social benefits due to the higher poverty threshold, the

relative share of poor households increases.

Concerning non-immigrants’ and immigrants’ PRE scores in the remaining three
country groups, the following observations can be made. The PRE scores for non-
immigrant households in Nordic and Continental European countries are on average
around 60, with the exception of Switzerland (44). By contrast, a large variation exists
within the Anglo-Saxon countries, ranging from 70 in Ireland to 28 in the United
States. For immigrants, the respective PRE scores are 55 in Nordic countries, around
50 in Continental European, and 40 in Anglo-Saxon countries. Interestingly, the dif-
ferences between immigrant and non-immigrant PRE scores are much lower in Nordic
and Anglo-Saxon countries (except the United States), while the variations are higher
in Continental European countries. This could be an indication for the stronger focus
on employment-related social programs, which depend on previous employment, in
Continental European countries. In Austria and Belgium, for example, 70% of poor
non-immigrant households can be lifted out of poverty, as compared to 40% of immi-
grant households. In Germany, by contrast, the scores for immigrants and non-
immigrants are almost identical (PRE scores=50). This is insofar an interesting find-
ing, as some studies suggest that immigrants were disproportionately affected by the
Hartz IV reforms (see Butterwegge and Reisslandt 2005). Moreover, the difference be-
tween immigrants and non-immigrants’ PRE scores is also relatively low in Canada,

Ireland and Sweden.

Finally, two outliers with considerably lower immigrant PRE scores are worth men-
tioning. Switzerland and the United States do relatively badly in reducing the poverty
rates of immigrant households. In Switzerland only one out of five poor households
reaches a socially acceptable standard of living, and this is the case for only 10% of
immigrant households in the United States. However, while in the former the poverty
rates based on market income are among the lowest across countries (15%), the re-

spective value for the United States is more than twice as high (30%).

In sum, the comparison of these three poverty indicators yields four main findings.
First, immigrant households are more likely to live below the poverty line than non-
immigrant and mixed households, regardless whether these are measured by poverty

rates before or after taxes and transfers. Second, across all countries, immigrants are
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less likely to come out of poverty than non-immigrants. In addition, the results also
show that the poverty rates of non-immigrant households, at least when measured in
terms of disposable income, rank according to the welfare state literature. Non-
immigrant households living in Nordic and Continental European countries experience
lower poverty risks than their counterparts in Anglo-Saxon and Southern European
countries. Finally, these findings only partly apply to immigrant households when con-
sidering the homogeneity within country groups as well as the level of poverty rates.
On the one hand, variations in immigrants’ poverty rates within the Nordic and South-
ern European countries are relatively small. By contrast, in Continental European and
Anglo-Saxon countries, immigrants’ country of residence makes a significant differ-
ence. The poverty rates are considerably higher in the United States, Belgium and the
United Kingdom with over 25% of poor immigrant households, compared to the Neth-
erlands, Switzerland and Ireland (below 14%). On the other hand, no clear pattern
emerges with regard to the levels of immigrants’ poverty rates. The respective values
are not considerably lower in Nordic countries, but comparable to Southern European
countries (around 20%). Moreover, when disregarding the outliers Belgium and the
United States, the poverty rates of immigrant households are actually lower in Conti-
nental European and Anglo-Saxon countries. However, poverty rates do not provide
information on how poor households fare. In two countries with the same poverty
rates, poor households on average may have considerably different financial budgets.
For example, in one country, poor households may live with an income close to the
poverty thresholds, while in another country the average income of poor households
may be less than half of the poverty threshold. For this reason, two alternative

measures are presented in the next section.

4.1.2 Alternative measures of poverty — income gaps and intensity

Income gaps, the first measure, capture the difference between the average income of
poor households and the poverty threshold, standardised by the poverty threshold. The
indicator ranges between 0 and 1, with higher values indicating that the income of
poor households is substantially below the poverty threshold. The second measure, in-
tensity, is simply the product of the poverty rate and the income gap (see Brady 2003,
2009).

The income gap based on market income across countries is on average at 0.62
(SD=0.07). In other words, in the majority of the countries studied, poor households
live with a market income that is less than 50% of the poverty threshold. One possible

reason for this is that poor household members have a low labour market attachment
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and consequently no earnings from employment. The relative values for immigrant
and non-immigrant households are comparable, with an average around 0.63, but with
a higher standard deviation concerning immigrant households (SD=0.13 and SD=0.06,

respectively).

The income gaps based on market income by countries are summarised in Figure 4.4.
Although in the majority of countries immigrants fare worse than non-immigrant
households, closely followed by mixed households, in a number of countries they ac-
tually have market incomes that are closer to the poverty line than the non-immigrant
poor. Poor immigrant households in Southern Europe are in a better financial situation
compared to non-immigrant households. For example, in Greece, immigrant house-
holds live on average with a yearly income of 62% of poverty threshold, here 4’900
Euros, compared to 41% for non-immigrant households. This finding can also partly
be observed in Switzerland and Anglo-Saxon countries such as Australia, Canada and
the United States.”®

Income gaps based on market income
(50% of median income)
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Figure 4.4. Income gaps based on market income

When taking taxes and transfers into account, the income gaps based on disposable in-
come are on average considerably lower (mean=0.33, SD=0.05). The grand-mean is
comparable for non-immigrant and immigrant households (mean=0.33, SD=0.05 and
mean=0.34, SD=0.08). These results indicate that the disposable income of poor

® Moreover, income gaps and poverty based on market income are more strongly correlated in the
case of immigrant than non-immigrant households (0.80 and 0.46, p<0.05; see Appendix 4.2).
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households, though not enough to lift them out of poverty, is closer to the poverty
threshold. This finding is also supported when comparing the values across countries
(see Figure 4.5). However, when compared to income gaps based on market income,
no clear patterns can be observed across country groups. First, in a number of coun-
tries, immigrant households are less poor in terms of income than non-immigrant
households. Examples are Finland, Norway, Germany, and Switzerland but also Cana-
da, the United States, and Greece. Second, the depth of poverty varies within country
groups. Within the Nordic countries, the respective values for immigrant households
are much lower in Finland (below 0.2) than in Denmark (above 0.4), one of the coun-
tries with the highest values. Differences also exist in the other country groups, e.g.
between France and the Netherlands or Canada and Ireland. Finally, what is in particu-
larly interesting is that countries with relatively low immigrants’ poverty rates, such as
the Netherlands and Ireland, exhibit relatively large income gaps. In other words, alt-
hough the number of Dutch and Irish immigrant households living in poverty is rela-

tively low, their disposable income is considerably below the poverty threshold.”

Income gaps based on disposable income
(50% of median income)
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Figure 4.5. Income gaps based on disposable income

The second indicator, intensity, combines the information of a country’s poverty rate
and the income gaps. It therefore provides a measure for the quantity as well as the
depth of poverty.

7 This finding is also supported by the non-significant correlation between poverty rates and income
gaps based on disposable income, which is, however, not solely driven by these two outliers.
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Using the measure intensity based on market income, the grand-mean lies at 12
(SD=2.6). According to the findings above, the average for immigrant households
(mean=23, SD=11.2) is higher than for non-immigrant households (mean=11,
SD=2.7). Figure 4.6 presents intensity broken down by country. First, poverty risks for
immigrant households are still higher in all countries than for non-immigrant house-
holds, with the exception of Greece and Italy, while the statistics for mixed households
are closer to those of immigrant households. Second, the pattern hardly differs com-
pared to the respective figures on poverty rates based on market income (see Figure
4.1). The correlation between these two indicators is also very high for all three groups
(above 0.9, see Appendix 4.2).
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Figure 4.6. Intensity measure based on market income

Figure 4.7 presents the intensity measure based on disposable income.®’ Here, the dif-
ference between non-immigrants and immigrants decreases compared to poverty rates
based on disposable income.®' In addition, the intra-country group variation, observed
above, changes. While immigrants’ poverty rates were comparable in Nordic and
Southern European countries, intra-country group differences can now be observed.

For example, Finish immigrants have poverty risks that are more than two times lower

% The cross-country average is 3.2 (SD=1.2), for non-immigrant households 2.8 (SD=1.3) and for
immigrant households 6.8 (SD=2.4).

¥ The correlation coefficients between poverty rates and the intensity measure, both based on dispos-
able income, are still relatively high for non-immigrant and mixed households (both around 0.9) and
0.73 for migrant households.
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than those of Danish immigrants. The differences within the Continental European and
Anglo-Saxon country groups diminish. Belgium, still the laggard in terms of poverty
based on intensity, comes closer to Germany and France. Comparably, the Netherlands
moves to the group mean and is replaced by Switzerland as the country where immi-
grants are exposed to the lowest poverty risks. Analogous to Belgium and the Nether-
lands, the intensity measure for immigrant households decreases in Canada and Aus-

tralia, which here surpass Ireland.

Intensity based on disposable income
(50% of median income)
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Figure 4.7. Intensity measure based on disposable income

The descriptive analysis of alternative measures of poverty, such as income gaps and
intensity, emphasises the fact that the financial situations of poor households differ
across countries. For example, the income gaps for poor Irish and Dutch immigrant
households show that their financial situations are worse than those of their counter-
parts in living in Finland. This is also reflected in findings based on the intensity
measure. However, a comparison of the country ranking using intensity measures and
the simpler poverty rates shows that the ranking remains more or less stable, with the
exceptions mentioned above. Considering that the interpretation of the intensity meas-
ure is not straightforward, this thesis therefore continues to use poverty rates based on

market income and disposable income as dependent variables.
The poverty indicators used so far were aggregated measures comparing the immigrant
and the non-immigrant population in general. They do however not take into account

that immigrant and the non-immigrant households might differ with regard to socio-
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demographic factors. The next subchapter presents how immigrants fare compared to
non-immigrants when controlling for household-level characteristics such as skill and

education, family composition and labour market participation.

4.2 Poverty gaps

This subsection compares the poverty risks of immigrants to those of non-immigrants.
The poverty gaps are assessed through the average marginal effect of the immigrant
background based logistic regressions. In a first step, the raw average raw average
marginal effects coefficients are calculated, including only the immigrant household
characteristics as an explanatory factor. In a second step, the socio-demographic
household characteristics are added, resulting in the net average marginal effects. This

is done separately for poverty based on market income and disposable income.

Average marginal effects, raw
(market income)
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Figure 4.8. Average marginal effects based on market income (excl. control variables)

When looking at the raw average marginal effects based on market income without
controlling for socio-demographic factors, the likelthood for immigrants to live in
poverty is around 14 times higher than for non-immigrant households.® The results
calculated for each country separately are reported in Figure 4.8. In line with the find-
ings discussed above, immigrants across countries tend to be exposed to higher pov-

erty risks when compared to non-immigrants. In principle, the raw average marginal

82 This result refers to the full sample, including all countries.



Descriptive analysis — immigrants’ poverty and poverty gaps 109

effects are just an alternative way to compare poverty rates. They are nevertheless pre-
sented in this subsection because they serve as a benchmark for capturing the separate
effect of socio-demographic characteristics. Immigrants’ risk of living in poverty aver-
ages 13 times higher (SD=8) across countries, ranging from 2 times higher in Italy to
24 times higher in Denmark. The difference between non-immigrants and immigrants
1s most pronounced in Nordic countries. Here, the likelihood for immigrants to live in
poverty is more than 22 times higher, followed by Continental Europe (mean=16) and
the Anglo-Saxon countries (mean=11). The poverty gaps are considerably lower in
Southern European countries and Australia (below 5). By contrast, the coefficients for
these countries are not significant at the 5% level (see Table 4.1 below). This result al-
so applies to the poverty gaps of non-immigrant and mixed households, which, in the
majority of countries, are exposed to comparable poverty risks. Only in France, Bel-
gium and Germany do mixed households have a significantly higher risk of living in
poverty (above 5, see Appendix 4.3). By contrast, Norwegian mixed households have
a 15 times lower probability of ending up in poverty compared to non-immigrant
households.

Average marginal effects, net
(market income)
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Figure 4.9. Average marginal effects based on market income (incl. control variables)

The results differ when controlling for socio-demographic factors such as skills and

education, labour market participation, family composition, and age of households.*

% In addition, variables measuring atypical employment and self-employment, as well as the number
of household members below 13 and above 65, have been included as control.



110 Why are some political economies better than others at incorporating immigrants?

The average marginal effect of the immigrant background across countries decreases
from a 14 times higher poverty risk to around 6 times higher. This finding is also evi-
dent when comparing the net average marginal effect coefficients based on market in-
come by countries in Figure 4.9. Three major differences should be highlighted. First,
the net coefficients are much lower for both immigrant and mixed households, indicat-
ing that socio-demographic factors play an important role in explaining poverty gaps.
The values range between 1 and 11 for immigrants, and between -4 and 6 for mixed
households. It should be noted that the majority of the coefficients for mixed house-
holds are now positive, except in Norway and the Netherlands, though these numbers

are only significant for Sweden, Belgium, France and Italy.®*

Second, the concomitant higher p-values of the coefficients indicate that the poverty
risks of immigrant and non-immigrant households become more similar when control-
ling for socio-demographic factors. For example, in Austria and Ireland the differences
between immigrants and non-immigrants is no longer significant, while for Denmark
and Norway the coefficients are only significant at the 10% level (see Table 4.1).
Therefore, socio-demographic factors, rather than the immigrant background, affect
poverty gaps between immigrants and non-immigrants. Comparing immigrants’ pov-
erty rates based on market income with raw and net AME coefficients further supports
the importance of socio-demographic factors. While the correlation for the former is
relatively high and positive (=0.96, see Appendix 4.2), the respective correspondence
with net average marginal effects coefficients, after controlling for socio-demographic
factors, is considerably lower (r=0.63). Among the most important determinant is la-
bour market participation. Households with at least one employed person or multiple
earners have a considerably lower probability of ending up in poverty. On the other
hand, households where all members are employed atypically or self-employed, with
some exceptions®, have higher poverty risks. Although the poverty gaps have de-
creased after controlling for socio-demographic characteristics, they remain still sig-
nificant in a number of countries. On average they are around 5 times higher in Conti-
nental European and Anglo-Saxon countries, while in Sweden and the Netherlands the
risk for immigrants to live below the poverty threshold is above 10 times higher when

compared to non-immigrants.

Finally, intra-country group variation increases compared to raw AME coefficients in
Figure 4.8. Immigrants living in Norway have considerably lower poverty risks than

their counterparts in Sweden. Accordingly, immigrants in Austria and Switzerland ex-

% The result for Australia is missing because the logistic regression did not lead to a conversion.
% Germany, France, Norway, Switzerland and the United States.
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perience lower poverty risks based on market income compared to Dutch immigrants.
Concerning Anglo-Saxon countries, a difference, though less notable, can be observed
between Ireland and the United States (AME coefficients around 3, n.s. for Ireland),
on the one hand, and Canada, on the other (AME coefficient=7, p<0.001). This is also

the case in Southern Europe when comparing Greece and Italy.

In sum, although the AME coefficients based on market income decrease when con-
trolling for socio-demographic characteristics, immigrants in a number of countries are
still exposed to higher poverty risks than non-immigrants, and the poverty gaps vary

across countries without a consistent pattern.

Average marginal effects, raw
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Figure 4.10. Average marginal effects based on disposable income (excl. control variables)

When looking at raw average marginal effects coefficients based on the disposable in-
come, immigrants are exposed to higher poverty risks compared to non-immigrants, 14
times higher for all countries (grand-mean). The respective results when taking taxes
and transfers into account are presented in Figure 4.10. In accordance with the findings
discussed above, raw AME coefficients are positive in all countries, indicating that
immigrants across the board have higher poverty risks than non-immigrants. However,
when compared to raw AME coefficients based on market income, the values are low-
er and range between 3 to 13 times (mean=8, SD=3), compared to between 2 and 24
(mean=13, SD=8). For mixed households, the values vary between -8 and 5. For the
latter, the raw coefficients based on market income and those based on disposable in-

come are highly correlated (r=0.80) in contrast to the respective values for immigrants
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(r=0.16). This low correlation can be explained by the Nordic and the Southern Euro-
pean countries, which both move to the cross-country average. Immigrants living in
Southern Europe now not only have significantly higher poverty risks as compared to
non-immigrants (around 9), but also risks that are comparable to those of immigrants

living in Nordic countries.

In general the cross-national differences in raw AME coefficients based on disposable
income are less pronounced than those based on market income. Major exceptions are
Belgium and the United States at the upper end, and the Netherlands, Ireland and Aus-

tralia at the lower end.

Average marginal effects, net
(disposable income)
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Figure 4.11. Average marginal effects based on disposable income (incl. control variables)

When turning to the net average marginal effects after controlling for socio-
demographic characteristics, the cross-country mean when including all observations
reflects a 7.2 times higher probability of immigrant households ending up in poverty
compared to non-immigrant households. The net AME coefficients by countries, as
shown in Figure 4.11, are lower than those excluding control variables, and also those
based on the market income. According to the country-specific coefficient, the likeli-
hood of immigrants ending up in poverty is 4 times higher than for non-immigrants
(SD=2) ranging between 0 and 9.% Moreover, comparable to the discussion on the re-

sults for net AME coefficients based on market income, the poverty gaps between

% For mixed households the average is around 2 (SD=2) with a maximum of 4 times higher risks in
Sweden and 4 times lower risks in the Netherlands compared to non-immigrant households.
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immigrants and non-immigrants have ceased to be significant (see Table 4.1). Exam-
ples are Denmark, Norway and Ireland, as well as Germany and the Netherlands, for
which labour market participation and type of employment (atypical or self-
employment) are better predictors than whether household members are born in the
country of residence or not. However, the opposite is the case in three countries. In
Austria, Spain, and Greece, the poverty risks based on disposable income are now sig-
nificantly higher for immigrants than for non-immigrant households compared to the
respective coefficients based on market income. This finding again suggests that the

net effect of taxes and transfers is lower for immigrants than for non-immigrants.

Finally, intra-group variations can be observed not only in the Nordic countries, with
higher poverty risks for immigrants living in Sweden as compared to Norway, but also
in Continental Europe, for example between Belgium and the Netherlands. Consider-
ing Southern European countries, the poverty risks of immigrants living in Greece is
almost 10 times higher compared to native-born in contrast to Portugal and Italy,
where the respective values are around 4. Looking at the Anglo-Saxon countries, im-
migrants living in Ireland exhibit much lower poverty risks than their counterparts in
Canada and the United States. The latter could be explained by the fact that immi-
grants, including those with permanent residence permits, are, since the Welfare Re-
form Act of 1996, excluded from federal means-tested cash and non-financial social
service for the first five years (see Van Hook et al. 2006, 644).

While the discussion so far has mainly focused on how poverty gaps differ across
countries concerning only one specific measure of average marginal effects, it is note-
worthy to highlight the changes in significance levels of poverty gaps when control-
ling for socio-demographic characteristics, the comparison of raw versus net AME co-
efficients, and when taking taxes and transfers into account, the comparison of net

AME coefficients based on market income versus disposable income (see Table 4.1).

Using poverty gaps between immigrants and non-immigrants when controlling only
for the immigrant background as a baseline model, one can observe that in the majori-
ty of the countries the poverty gaps are highly statistically significant (p<0.001), re-
gardless whether based on market income or disposable income. Australia and the four
Southern European countries are an exception with AME coefficients based on market
income being not significant. The same applies to the Netherlands and Ireland when
concerning AME coefficients based on disposable income.

As discussed above, the inclusion of socio-demographic characteristics besides reduc-

ing the size of the AME coefficients also affects the significance levels of poverty
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gaps. Four possible changes can be observed, namely no change, fading away (reduc-

tion of the significance level), ceasing to be significant, or reinforcing.

Table 4.1. Average marginal effects (AME) of immigrant households, by country

AME based on AME based on AME based on AME based on
market income market income disposable income disposable income
(raw) (net) (raw) (net)
DEN 24 4%** 4.5% 9.7%%* 3.3%
FIN 23.2%** 6.2% 8.5%** 4.6%*
NOR 17.9%%* 4.3% 9.2%** 2.4
SWE 23.0%** 10.5%%* 9. 2% %% 5.4%%%
22.1 6.4 9.2 3.9
AUT 8.5%** 2.2 7.6%** 4. 2%%*
BEL 21.0%** 4.1* 13.2%%%* 5.4%%%
FRA 20.7%%* 4.1%* 9.9%** 4. 7*%*
GER 17.1%%%* 4.4%* 7.7F** 2.2
NET 22 8*** 11.2%%%* 2.5 1.5
SWI 6.8%%* 2.8%%* 6.8%** 3.6%%*
16.1 4.8 8.0 3.6
IRE 9.4%* 3.7 4.4 0.2
UKM 17.5%%%* 4.3%%* 9.9%** 4.0%
AUS 4.2 2.9 4.4* 2.9%
CAN 13.6%%* 6.9%*%* 8.9%** 5.9%**
USA 11.2%%%* 3. 1%** 12.3%%%* 5.2%%*
11.2 4.5 8.0 3.8
ESP 3.8 2.5 10.2%** 7.5%%*
GRE 2.3 4.6t 9.3%** 9.4% %%
ITA 2.1 0.5 8.8%H* 3.8%
POR 3.8 2.6 7.3% 4.0
3.0 2.5 8.9 6.2

Notes: + p<0.10, * p<0.05, ** p<0.01, *** p<0.001.

Source: EU-SILC, HILDA (AUS), SLID (CAN) and CPS (USA).

First, comparing raw and net AME coefficients in Table 4.1, no change can be found
in three countries, namely Sweden, Canada and the United States, where the poverty
gaps remain highly significant even when controlling for the socio-demographic char-
acteristics. In addition, the significance level does not change in the Netherlands and
Spain. Among those countries where the significance of the poverty gaps fades away
in both cases, i.e. based on market and disposable income, are Finland and the UK. In
a number of Continental European countries, the significance only partly fades away
with regard to AME coefficients based on market income, i.e. Belgium, France, Ger-
many and Switzerland. Finally, the poverty gaps based on market income as well as
disposable income ceases to be significant in two Nordic countries, Denmark and

Norway (using the 5% significance level). This partial effect can also be observed in
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Austria and Ireland (AME coefficients based on market income) as well as in Germa-
ny, Australia and Portugal (based on disposable income). A tendency towards the rein-
forcement of the poverty gap between immigrants and non-immigrants, at least if

based on market income, is only evident in Greece.

Second, when comparing the net AME coefficients based on market income with those
based on disposable income, the pattern is slightly different. Taking taxes and transfers
does not change considerably the significance levels and the size of the coefficients in
Denmark, Norway, Ireland and Portugal besides Sweden, Canada and the United
States. The effect fades away in the United Kingdom, while in Germany and the Neth-
erlands the poverty gap based on disposable income ceases to be significant. However,
in Finland, Belgium, France and Switzerland the significance levels of the poverty
gaps are reinforced when comparing the pre- and the post-tax and transfer AME coef-
ficients. Among those countries are also Austria, Spain, Italy and Greece where pov-

erty gaps actually become significant when including taxes and transfers.

Conclusion

This chapter provided a description of immigrants’ poverty and poverty gaps between
immigrants and non-immigrants. In general, immigrants are more often exposed to
poverty than non-immigrants, regardless of which poverty measurements are used.
Moreover, the results suggest that there is variation between countries. The main three
relative findings can be summarised as follows. First, immigrants’ poverty across
countries is higher than that of non-immigrants and mixed households, regardless of
whether poverty is measured based on market income or disposable income. However,
the income gaps show that although immigrants have a higher probability of ending up
in poverty, they are in a better financial situation when compared to poor native-born
households, for example in Switzerland and the United States (based on disposable in-

come, this is also true in Finland and Norway, Germany, and France).

Second, the analysis of the poverty gaps also indicates that immigrants fare worse in
terms of socio-economic outcomes when compared to non-immigrants, but that the ef-
fect of socio-demographic factors should not be underestimated. In a number of coun-
tries, the differences between immigrants and non-immigrants disappear after control-
ling for household-level characteristics such as labour market participation and the
type of employment. This finding thus suggests that these factors are central to as-

sessing poverty risks in general, and immigrants’ poverty in particular.

Finally, the findings from the second part of this chapter not only show that intra-

regime variation exists, but also that socio-demographic characteristics do not suffice
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to explain differences between immigrants’ and non-immigrants’ poverty risks. Alter-
native explanations such as the political-institutional setting and, in particular, immi-
grants’ access to the labour market and the welfare state, as discussed in the previous
chapters, have to be taken into account. The prevailing labour market and welfare in-
stitutions, and their inclusiveness towards immigrants, is considered more in detail in

the next chapter.



Appendix 4.1. Poverty rates (50% of median income) and alternative measures

DEN FIN NOR SWE AUT BEL FRA GER NET SWI IRE  UKM AUS CAN USA ESP GRE ITA POR
Non-immigrants
Poverty rates (pre) 165 189 184 141 170 167 173 156 184 180 85 158 262 207 208 157 205 208 174 189 173 185 18.0
Poverty rates (post) 56 60 84 5.1 63 53 55 52 93 62 48 60 80 9.1 107 94 147 104 124 121 122 118 121
PRE scores 662 683 546 640 632 684 685 666 498 657 439 61.8 696 562 487 404 284 50.2 287 363 29.6 360 326
Income gap (pre) 0.66 062 0.62 058 0.62 063 076 062 070 068 050 0.65 065 069 0.63 051 057 0.61 0.60 059 061 0.58 0.60
Income gap (post) 034 028 045 034 035 032 028 0206 033 040 030 0371 022 032 030 033 036 031 037 038 037 028 035
Intensity (pre) 109 11.8 115 8.1 10.6 105 132 97 129 123 43 105 171 143 132 80 118 729 105 11.1 10.6 10.7 10.7
Intensity (post) 1.9 1.7 37 1.7 23 1.7 1.5 13 30 25 15 19 18 29 32 31 53 33 46 45 45 33 43
Mean income poor (pre)* 6532 4780 7397 5801 6127 4317 2912 3768 3562 4214 12560 5222 459 6439 5419 7220 5801 5895 2905 2736 3630 2116 2847
Mean income poor (post)* 9947 8990 10316 8611 9466 8222 8443 8090 8165 6462 14896 9046 11396 13450 19762 8939 8532 12416 4980 4233 6284 4123 4905
Immigrants
Poverty rates (pre) 523 507 426 471 482 263 443 431 403 502 166 368 366 423 254 310 333 337 215 214 195 226 212
Poverty rates (post) 236 213 225 199 21.8 154 273 208 200 93 132 17.7 133 230 158 197 297 203 257 238 235 21.1 236
PRE scores 549 579 472 579 547 413 384 517 504 814 203 520 637 455 379 364 108 39.8 -198 -114 -204 64 -11.3
Income gap (pre) 078 074 0.72 070 0.74 0.68 0.78 067 073 075 047 0.68 075 070 0.61 048 044 0.59 0.53 038 051 0.56 049
Income gap (post) 048 0.19 036 038 035 033 029 024 026 043 025 030 050 031 028 028 032 034 042 033 040 033 0.37
Intensity (pre) 409 377 306 330 355 178 346 288 294 377 78 260 274 295 154 149 146 203 114 81 100 126 10.5
Intensity (post) 114 40 8.1 7.6 78 50 80 49 53 40 33 51 66 72 45 56 96 67 108 78 94 69 87
Mean income poor (pre) 4151 3268 5542 4112 4268 3746 2658 3288 3248 3266 13225 4905 3327 6256 5825 7614 7635 6131 3428 4125 4554 2236 3586
Mean income poor (post) 7828 10116 11938 8069 9488 8150 8234 8327 8934 6206 16011 9310 7399 13621 20093 9526 9085 11945 4576 4571 6020 3852 4755
Mixed
Poverty rates (pre) 152 222 7.6 174 156 183 235 238 242 145 79 187 210 185 154 161 177 177 186 166 179 156 171
Poverty rates (post) 54 56 32 64 52 9.1 104 96 83 27 47 75 71 90 57 82 137 87 147 141 114 102 126
PRE scores 642 747 581 632 669 503 558 598 658 815 397 60.1 661 515 631 495 223 508 208 148 363 343 265
Income gap (pre) 059 063 0.64 052 0.60 064 063 064 064 062 046 0.61 060 060 059 039 043 052 046 055 053 043 049
Income gap (post) 042 024 029 036 033 020 021 028 045 024 031 0.28 016 035 023 020 029 0.25 040 033 039 025 034
Intensity (pre) 90 140 49 90 92 118 147 151 156 90 36 I11.6 125 110 91 64 76 93 86 91 95 68 85
Intensity (post) 23 14 09 23 17 18 22 27 37 06 1.5 21 1.1 32 1.3 1.6 40 23 59 47 45 26 44
Mean income poor (pre) 7775 4729 7062 6554 6530 4128 4539 3617 4258 5053 13479 5846 5331 8343 6041 8865 7721 7260 3955 3008 4380 2852 3549
Mean income poor (post) 8733 9433 13196 8368 9932 9713 9214 7806 6725 8278 14706 9407 12300 12840 21712 10627 9480 13392 4744 4558 6101 4286 4922
Poverty line (pre) 19051 12701 19710 13677 16285 11619 12171 9917 11969 13 180 25104 13 993 13214 20 669 14 765 14649 13569 15373 7345 6643 9311 5042 7085
Poverty line (post) 15172 12476 18614 13017 14820 12099 11646 10896 12 127 10821 21379 13 161 14 669 19 865 28 064 13273 13405 17856 7911 6791 10023 5742 7617
Mean income poor (pre) 6256 4694 7128 5423 5875 4183 3068 3654 3590 4164 12931 5265 4500 6576 5586 7623 6328 6123 2995 2864 3730 2178 2942
Mean income poor (post) 9516 9090 10644 8431 9420 8382 8486 8109 8149 6504 15370 9167 10902 13426 20001 9405 8740 12495 4923 4297 6247 4119 4896

Notes: *in US dollar.

Source: EU-SILC, HILDA (AUS), SLID (CAN) and CPS (USA).



Appendix 4.2. Correlation between different measures of poverty

Non-immigrants Immigrants Mixed Non-immigrants Immigrants Mixed
PR IG INT| PR 16 Nt AME AMEL o g6 oy AMEOAMED pp 16 T [ PRI Nt AMEOAMED g mnr AMEOAME
raw net raw net raw net raw net

Poverty rates (pre) -
gr(l)lrrll-igrants Income gap (pre) 0.46 -

Intensity (pre) 0.93 0.74 -

Immigrants Poverty rates (pre) 0.37 0.51 0.46 -

Income gap (pre) 026 0.76 0.50 | 0.80 -

Intensity (pre) 035 0.69 0.53 | 097 091 -

AME, raw (pre) -0.36 0.13 -0.23] 096 0.74 093 -

AME, net (pre) 008 015 000|063 034 056 065 -

Mixed Poverty rates (pre) 0.16 0.54 033 ]029 055 044 0.11 0.07 -

Income gap (pre) 022 0.74 046 | 031 076 054 0.08 0.12 | 031 -

Intensity (pre) 016 064 037|029 066 048 011 010|092 065 -

AME, raw (pre) -0.10 042 0.08 | 022 048 036 023 0.08 ] 0.72 0.04 0.63 -

AME, net (pre) -0.09 0.05 -0.05]-0.04 0.11 0.00 0.03 -0.01] 059 -0.09 045 0.71 -

Poverty rates (post) 043 -021 022 ]-0.53 -0.66 -0.62 -0.66 -0.40]|-0.03 -0.52 -0.27 -0.31 -0.14 -

:\llr(l)llrll-igrants Income gap (post) -0.15 -0.10 -0.18|-0.02 -0.22 -0.07 -0.01 0.17 | -0.54 -0.08 -0.51 -0.46 -0.58] 0.30 -

Intensity (post) 029 -0.22 0.10 | -0.46 -0.65 -0.56 -0.55 -0.31|-0.18 -0.45 -0.38 -0.38 -0.30] 0.94 0.60 -
Immigrants Poverty rates (post) 0.16 -0.08 0.06 | 0.01 -0.23 -0.08 0.00 -0.37| 0.26 -0.22 0.08 0.16 024 | 047 0.19 0.50 -

Income gap (post) -0.27 0.04 -0.20| 0.07 0.18 0.13 -0.06 0.05|-0.18 -0.04 -0.21 -0.38 -0.02] 0.11 0.28 0.16 | -0.09 -

Intensity (post) 0.02 -0.05 -0.03]-0.01 -0.11 -0.04 -0.09 -0.32| 0.00 -0.24 -0.15 -0.13 0.17 | 0.44 037 052 0.73 0.59 -

AME, raw (post) -0.26  0.09 -0.17] 0.08 -0.15 0.00 0.16 -032| 026 -0.16 0.12 034 029 ] 0.15 0.10 022 ] 091 -021 0.59 -

AME, net (post) -0.11 -0.12 -0.14]-0.38 -0.61 -0.47 -0.32 -0.09| 0.09 -041 -0.10 031 0.19] 035 0.16 038 | 057 -0.28 0.30 0.60 -

Mixed Poverty rates (post) 0.08 0.09 0.06 |-049 -0.58 -0.56 -0.53 -0.52| 041 -0.40 0.15 033 029] 0.65 -0.02 058 | 066 040 0.66 031 049 -

Income gap (post) 032 0.16 031 ] 0.00 -0.09 0.00 0.04 -0.14|-0.01 -0.05 -0.04 0.18 0.19]0.20 042 033 ]-0.02 0.15 0.08 -0.14 -0.01] 0.21 -

Intensity (post) 0.18 0.11 0.14 | -0.41 -0.51 -0.46 -043 -045| 030 -0.34 0.08 030 027 1] 0.64 023 066 ] 050 0.50 061 0.15 043 087 0.64 -

AME, raw (post) -0.18 0.05 -0.15]-0.05 -0.04 -0.04 0.04 -024] 058 -0.01 049 0.80 0.66|]-025 -042 -030| 057 032 052 053 061 ] 056 0.09 042 -

AME, net (post) -0.25 -0.33 -0.36|-0.28 -0.28 -0.30 -0.26 -0.34| 029 -0.23 0.14 041 063 ] 0.09 -033 -0.01] 069 0.17 0.62 052 059]0.62 0.16 048 0.77 -
Non-immig. PRE scores 008 052 028|074 086 082 072 043|027 075 053 017 0.12]-086 -037 -085]|-040 003 -035 -020 -0.46[-0.60 -035 -0.66 0.15 -0.12| -
Mixed PRE scores 0.11 046 028 ]075 085 082 073 058|017 065 041 005 0.02|-0.69 -023 -0.69]-0.53 000 -047 -045 -0.69 |-0.81 -024 -0.74 -028 -0.51]082 -
Immigrants PRE scores 0.12 039 027 ] 081 080 083 0.79 064|012 058 034 -0.01 -0.08]-071 -023 -0.71]-0.51 0.00 -047 -0.37 -0.63]-0.77 -0.32 -0.77 -0.21 -0.41]0.86 0.92

Notes: PR: poverty rates, IG: income gap, INT: intensity. Parameters mentioned in the text are highlighted in bold.
Source: EU-SILC, HILDA (AUS), SLID (CAN) and CPS (USA).



Appendix 4.3. Average marginal effects (AME) coefficients, by country
Mixed households

Immigrant households

AME based on AME based on AME based on AME based on AME based on AME based on AME based on AME based on

market income market income market income marketincome market income market income

disposable in-

disposable in-

(raw) (raw) (raw) (raw) (raw) (net) come (raw) come (net)
DEN -1.4 3.1 -0.2 3.1 24 4x** 4.57 Q. 7x** 3.3F
FIN 3.2 2.5 -0.4 -0.3 23 2%** 6.2* 8.5%** 4.6%*
NOR -]15.3%%* -3.5 -8.2%* -1.3 17.9%** 4.37 9 2%** 2.4
SWE 3.3% 6.3%%* 1.5 4.0%* 23.0%** 10.5%** Q. 2%** 5.4%%*
-2.6 2.1 -1.8 1.4 22.1 6.4 9.2 3.9
AUT 1.6 0.7 3.8 3.17 8.5%** 2.2 7.6%%* 4 Q%**
BEL 6.0%* 5.2%%* 4,9%** 3.5%* 21.0%** 4.1% 13.2%** 5.4%%*
FRA 7.7HEE 3.2% 4.1%* 2.8% 20.7%** 4.1%* 0. 9*** 4. ]H**
GER 5.4%* 2.7% -1.1 0.3 17.1%** 4.4%* 7.TEEF 2.2
NET -39 -0.9 -5.0* -3.5% 22.8%** 11.2%** 2.5 1.5
SWI -0.8 1.3 -0.1 1.2 6.8%** 2.8%* 6.8%*%* 3.6%**
2.7 2.0 1.1 1.2 16.1 4.8 8 3.6
IRE -5.6 2.8 -0.9 1.5 9.4* 3.7 4.4 0.2
UKM 2.4 2.6 -0.1 2.4 17.5%** 4 3%* 0. 9®** 4.0*
AUS -6.1* 2.9 -6.7%* -2.0 4.2 2.9 4.4* 2.97.
CAN 0.5 1.2 -1.6 1.5 13.6%** 6.9%** 8.9%** 5.9%**
USA S3 1k 0.9 -1.1 2.4%* 11.2%** 3. ¥** 12.3%** 5.2%%*
-3.4 1.9 2.1 1.9 11.2 4.5 8 3.8
ESP 1.1 1.9 2.2 2.3 3.8 2.5 10.2%** 7.5% %%
GRE 2.5 1.4 2.1 4.1 2.3 4.67 0. 3%*x* 9. 4%**
ITA 0.6 4.1* -0.9 1.8 2.1 0.5 8.8 %k 3.8%
POR -3.1 34 -1.7 2.2 3.8 2.6 7.3% 4
-1.0 2.7 0.4 2.6 3.0 2.5 8.9 6.2

Notes: F p<0.10, * p<0.05, ** p<0.01, *** p<0.001.

Source: EU-SILC, HILDA (AUS), SLID (CAN) and CPS (USA).
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5 Descriptive analysis — integration policies

This chapter is devoted to integration policies targeting immigrants’ incorporation in
their receiving countries. It focuses on two specific types: those regulating the access
of immigrants to the labour market (i.e. employment and self-employment), and those
regulating their access to the welfare state, i.e. unemployment programs, family-
related programs and social assistance. As discussed in the theoretical chapter, these
two types of integration policies are expected, on the one hand, to moderate the impact
of the labour market and welfare system on immigrants’ poverty, and on the other
hand, to affect poverty gaps between immigrants and non-immigrants. This chapter
provides a detailed description concerning the access of different types of immigration
categories to the labour market and different social programs by country. The consid-
ered immigration categories are: nationals, immigrants with permanent and limited
residence permits as well as their family members, recognised refugees, and EU citi-
zens. Before presenting the results of immigrants’ access to the labour market and so-
cial programs separately, this chapter starts with a short overview of the composition

of the immigrant population across countries.

5.1 Immigrant population and composition

The saliency of immigration in political debates across advanced industrialised coun-
tries can partly be supported by looking at the share of the foreign-born population
around the year 2007 (see Table 5.1). In the majority of countries more than 10 out of
100 residents are born outside the country of residence. Nevertheless, high variation
across countries concerning the stocks of foreign-born population can be observed. It
ranges from 25% in Australia and is closely followed by Switzerland (22%) and Cana-
da (20%), but decreases to 4% in Finland. Also among those countries with relatively
low shares of immigrants are Portugal (6%), Denmark (7%) and France (8%). Moreo-
ver, the data shows that traditional immigration countries remained favoured countries
of destination among immigrants (e.g. Australia and Canada). This is also the case for

the two ‘guestworker’ countries, Switzerland and Austria. Because the data refers to
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the share of foreign-born population, the high figures in both countries cannot be as-
cribed only to strict naturalisation laws.®” More recent immigration countries such as
Ireland and Spain also have a considerable share of foreign-born population. This is
not the case for Greece and Norway, which cluster along with France and the United
Kingdom to make up those countries with the lowest proportion of foreign-born immi-
grants. Finally, countries with high immigration inflows during the post-war period

such as Germany, Belgium, and Sweden are located around the grand-mean (13%).

Table 5.1. Stocks of foreign-born population (in 1 000s and %)
Total Top 3 largest group  2nd largest 3rd largest  EU-15
Australia 2007 5295(25%) 36%  United King- New Zealand  China (5%) -

dom (22%) (9%)
Austria 2007 1246 (15%) 42% Serbia & Mon- Germany (14%) Turkey (13%) 20%
tenegro (15%)

Belgium 2007 1380(13%) 33%  France (12%) Morocco (12%)  Italy (9%) 45%
Canada 2006 6187 (20%) 24% UK (9%) China (8%) India (7%) -
Denmark 2007 379 (7%) 21%  Turkey (8%) Germany (7%) Iraq (6%) 20%

Finland 2007 203 (4%) 45% Former USSR Sweden (15%) Estonia (8%)  24%
(22%)
France 2007 7017 (8%)  40% Algeria (19%) Morocco (12%) Portugal (9%) 27%
Germany 2007 10529 (13%) 24%  Turkey (14%) Poland (5%) Russian Feder- 14%
ation (5%)
Greece 2001 1123 (10%) 52% Albania (36%) Germany (9%) Turkey (7%) 13%
Ireland 2006 602 (14%) 59%  United King-  Poland (10%) United States  52%
dom (44%) (4%)
Italy 2008 4375(7%) 31% Romania (16%) Albania (10%) Morocco (6%) -
Netherlands 2007 1751 (11%) 31%  Turkey (11%) Suriname (11%)  Morocco 18%
(10%)

Norway 2007 445 (9%) 20%  Sweden (8%)  Poland (7%) Denmark (5%) 27%
Portugal 2001 651 (6%) 53% Angola (27%) France (15%) Mozambique  24%

(12%)
Spain 2007 6045 (13%) 31% Romania (12%) Morocco (11%) Ecuador (8%) 20%
Sweden 2007 1228 (13%) 28% Finland (15%) Iraq (8%) Former Yugo- 27%
slavia (6%)
Switzerland 2000 1571 (22%) 37% Italy (15%) Germany (12%) Serbia & Mon-  52%
tenegro (10%)
UK 2007 6192 (10%) 22% India (9%) Poland (7%)  Ireland (7%) 20%
USA 2007 38 048 (14%) 39% Mexico (31%)  Philippines India (4%) -

(4%)
Source: OECD International Migration Database (2011) and SOPEMI (2010).

Three observations can be made concerning the diversity of the immigrant population.

First, the countries vary with regard to the homogeneity of the immigrant population in

%7 This is evident in the relatively high stocks of foreign population based on nationality, 10% of the
national population in Austria and 21% in Switzerland. In the majority of the countries, the share of
immigrants is considerably lower when using nationality as a criterion for identification of immigrants
(below 10%, see Appendix 5.1).
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terms of the country of origin. The most homogenous country is Ireland, where 59% of
the immigrant population originates from three countries, namely the United King-
dom, Poland and the United States. Portugal and Greece are also among those coun-
tries where three countries of birth make up more than 50% of the immigrant popula-
tion. On the other hand, the immigrant population tends to be more heterogeneous in
Norway, Denmark and the United Kingdom, where the top three countries of origin
only account for 20% of the immigrant population. On average, the three largest im-
migrant groups represent over a third of the immigrant population across countries.
Second, a closer look at the top three destinations of countries shows that the largest
immigrant groups originate from adjoining countries. For example, over 10% of the
Norwegian immigrant population originates from Scandinavian countries. This can al-
so be observed in other countries, such as Ireland, where 44% of the immigrants are
born in the United Kingdom, Greece (36% from Albania), and Finland (22% from the
Former USSR).

However, although the list of countries with substantial immigration from neighbour-
ing states could be elaborated, it can also be observed that, in the majority of countries,
at least one of the top three countries of origin is not from the immediate surroundings.
This supports a claim that, compared to earlier waves of immigration, the share of for-
eigners from non-industrialised countries has increased. This development makes the
differences between the immigrant and the native population more salient and noticea-
ble, for example due to skin colour, cultural and religious practises (Koopmans et al.
2005, 4). An example is the Chinese population in Canada and Australia, which re-
placed the Italians among the top three countries of origin in the 1990s (OECD Inter-
national Migration Database 2011). Moreover, the Turkish population represents the
largest immigrant group not only in Germany and the Netherlands but also in Den-
mark. The Turkish and the Iraqi immigrant population, along with the Germans, con-
stituted around 20% of the Danish immigrant population in 2007 and displaced the
Swedish and the Norwegian immigrants from their top positions in 1990, these two
countries at the time making up 30% of foreign-born population (again, including
Germans). These changes are also evident when looking at the share of immigrants
from the EU-15 member countries, a crude proxy for immigration from industrialised
countries (see last column).®® Denmark, along with Greece and Austria, exhibits the
lowest figures. By contrast, almost half of the immigrant population in Ireland, Swit-

zerland, and Belgium originates from the EU-15 member countries.

% The focus on persons from the EU-15 member states rather than the inclusion of the accessing coun-
tries since 2004 and 2007, respectively, is due to the transitional arrangements set out in the 2003 and
2005 Accession Treaty (European Commission 2006, 2008).
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Central to this thesis is that the immigrant population makes a considerable part of the
population, with a share of over 10% (except in Finland and Portugal). Moreover, the
foreign population does not only consist of immigrants from neighbouring states and
countries benefiting from special treatment, e.g. the European Union or Nordic coun-
tries. Although, as discussed above, the share of persons born in EU-15 member states
should not be neglected, the findings suggest that the diversity has increased over the
last decades in terms of country of origin as well as the concentration of immigrants
from the same countries. Having these results in mind, the following subsections pre-
sent the rights of immigrants with more in detail in terms of access to the labour mar-

ket and to social programs.

5.2 Integration policies — access to the labour market

5.2.1 Employment

This thesis hypothesises that the economic rights of immigrants in terms of access to
the labour market, i.e. employment and self-employment, affects their socio-economic
outcomes directly and in relation to non-immigrants. Table 5.2 summarizes the access
of different immigration categories to gainful employment. The columns refer to na-
tionals, immigrants with permanent residence permits, immigrants with limited resi-
dence permits and their respective family members, as well as refugees and EU citi-
zens. As is evident in Table 5.2, nationals and their family members have the most
privileged access to the labour market. In all countries, third country nationals married
to a citizen are granted full access to the labour market from the beginning of the
stay.® This is also true for Convention refugees as well as EU citizens moving to an-
other member state and their family members (see last two columns). The economic
rights of Union citizens are codified in Article 23 of the Directive 2004/38/EC, which
also entitles family members of EU citizens originating from third-countries to the
right to take up any employment or self-employment. Family members, as defined in
the Directive, not only include the spouse and children under the age of 21, but also
the partners of EU citizens as well as the direct relatives in ascending line of both the

Union citizen and the spouse/partner.

% Depending on the country, the legislation also includes civil partners, direct relatives in ascending
line of both spouses as well as adult children.
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Table 5.2. Immigrants’ access to employment by immigration category

Nationals/ Immigrants with Immigrants with Recog- EU citizens/
family mem-  permanent residence limited residence  nised refu- family members
bers permits/ family permits/ family gees
members members
AUS 3 3 1/3 3 -
AUT 3 3/2[1y] 0[5y]/2[1y] 3 3
BEL 3 3 1.5 (A=3[4y], B=0)/ 3 3?
2[A=3, B=1]
CAN 3 3 0/1 3 -
DEN 3 3 2/3 3 3
FIN 3 3 1.5(A=3, B=0)/3 3 3
FRA 3 3 2/3 3 3
GER 3 3 2/2[2y] 3 3?
GRE 3 3/2[1y] 2/2[1y] 3 3
IRE 3 372 1[12m, 5y]/2 3 3
ITA 3 3 1/3 3 3
NET 3 3 1.5[3y]/2[3y] 3 3
NOR 3 3 1.5(perm.)/3 3 3
POR 3 3 2[3y]/3 3 3
ESP 3 372 1.5[1y]/2 3 3
SWE 3 3 1.5(A=3[3y], B=0)/ 3 3
2(0y:1/>0y:3)
SWI 3 3 1[5y]/0 3 3?
UKM 3 3/1.5(=4y:1[2y]/ 2/1 3 3
>4y:3)
USA 3 3 1/0 3 -

Notes: Immigrants with limited residence permits/family members 0 = employment tied to specific employer/not
permitted to work, 1 = (change of) employment possible but requires new work permit, 2 = change allowed
within specific sector, occupation or region/unlimited working rights after certain period, 3 = full access as na-
tionals.

The period of years to be granted full access to the labour market without having to apply for permanent resi-
dence permit is indicated in square bracket.

"For Australia and the United States the respective reference category is the ‘Standard Business Sponsorship’
(subclass 457) and the non-immigrant visa H-1B and H-2B (H-4 for their immediate family members.).

2 Apply restrictions for workers from EU-8 countries (see European Commission 2008, Table 1).

Source: see Appendix A.

Turning attention to immigrants with permanent residence permits, this category en-
joys the same access to employment as nationals in all states. Most countries also al-
low their family members immediate access to employment, though with some excep-
tions. In Germany and Greece, for example, family members of permanent third-
country nationals have to wait one year before they obtain unrestricted access to em-
ployment. Restrictions also exist in Ireland and Spain where lawfully residing spouses
and dependents are required to obtain a labour permit, but are exempted from a labour
market test (IOM 2009, 330). Finally, in the United Kingdom, full access to employ-
ment depends on the length of the marriage, civil partnership or cohabitation. If the re-

lation has lasted more than four years, spouses and partners are granted ‘indefinite
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leave to remain’ in country, and this goes along with an unrestricted access to em-
ployment (IOM 2009, 521). Otherwise, they are entitled to a leave to enter and stay for
a period of two years, which requires them to apply for a work permit. Using the ex-
ample of the United Kingdom, it should be noted that family members of permanent
residents are often granted unrestricted access to employment, but this is combined
with a limited residence permit for a probationary period, after which they are granted
an unlimited residence permit (e.g. after 1 year in Belgium or 2 years in Australia).
Apart from the restrictions mentioned above, these four immigration categories, i.e.
nationals, permanent residents, recognised refugees and EU citizens as well as their re-
spective relatives, are granted almost unrestricted access to employment on the same

terms as nationals.

By contrast, countries differ with regard to the restrictions they impose on immigrants
with limited residence permits, who in this thesis are understood as migrant workers
and thus exclude foreigners residing in the country for other reasons such as retirement
or leisure. None of the states grants full access to employment in the same terms as na-
tionals from the beginning of the stay. However, three manners in which states regu-

late the economic rights of migrant workers can be distinguished.

First, full economic rights, i.e. unrestricted access to employment without having to
apply for a new permit when changing employer and occupation, are linked to perma-
nent residence permits. This approach can be observed in traditional immigration
countries such as Australia, Canada and the United States.”® Austria and Ireland can
also be included in this group, as in these countries migrant workers have to wait up to
five years to get unrestricted access to employment, the same time required to obtain

. -, 91
permanent residence permit.

Second, a number of countries grant immigrant workers unlimited residence permits
after having been employed in the host country for a specific number of years. This
unlimited residence permit allows immigrant workers to pursue any gainful employ-
ment without restrictions. In contrast to a permanent residence permit, it does not grant
further rights such as protection from expulsion, e.g. due to insufficient financial
means and conviction, and access to particular social programs (see discussion below).
Examples of countries maintaining this practice are Finland, Sweden, the Netherlands

and Belgium, which require three to four years of former employment. Switzerland

% The United States and Australia, in contrast to Canada, allow migrants workers to apply for a new
working permit while still in the country, if the worker wants to change employers. However, they
have to go through the same process as immigrants applying for their first permit.

?! Irish immigrants are allowed to change their employer after an initial period of 12 months (IOM
2009, 331).
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could also be mentioned, a country where immigrant workers are entitled unlimited
access to paid employment after five years, while third-country nationals can obtain a

permanent residence permit only after 10 years of lawful residence.”

Finally, certain states link labour permits to a specific sector, occupation or region and
thus allow immigrants to change their employers without having to request a new
permit. Among the countries that pursue this practice are Denmark, France, Germany,
Greece, and the United Kingdom. Furthermore, in Portugal, migrant workers are al-
lowed to pursue and accept employment from a job list published by the government,
and are granted unlimited access to paid employment after 3 years. Spain provides a
particular case, as it limits the initial permit granted for one year to a specific sector or

region, but entitles unrestricted access to any employment with the renewed permit.

When turning to the economic rights of family members of migrant workers, national
policies in general encourage their employment by granting them full access to the la-
bour market from the beginning of their stay. However, it should be noted that coun-
tries vary greatly with regard to the conditions the sponsor and his/her family members
have to fulfil to reunify the family, e.g. length of habitual residence, integration re-
quirements, and economic resources. For example, a third-country national living in
Denmark must have held a permanent residence permit for at least three years, which
de facto requires between 8 and 10 years of residence (IOM 2009, 218; see also
Groenendijk 2006, 14). Other countries such as Australia, Austria, Germany, Norway
and the Netherlands are less strict with regard to the length of residence, usually after
one year or less, but demand proof of language proficiency and integration tests from
the joining family members (see Huddleston et al. 2011, Goodman 2010). The Nether-
lands goes so far as to require family members to attend a language and integration test

before arriving in the country.

Having this caveat in mind, the three Nordic countries (Denmark, Finland, and Nor-
way) as well as Australia, France, Italy, and Portugal grant family members of immi-
grant workers immediate access to paid employment. The second group of countries
makes unrestricted access to employment of family members either dependent on the
residence permit of the sponsor (e.g. Belgium), the length of residence in the country
of the joining family member (e.g. Austria, Greece, Germany or the Netherlands) or
requires family members to request a work permit, though without being constrained

by a labour market test (e.g. Ireland, Spain). Sweden is a particular case, as it makes

%2 In Switzerland, some immigration categories, including family member of Swiss citizens and per-
manent residents, EU-15 citizens and nationals from countries with bilateral agreements such as the
United States, Canada, Island, Monaco and San Marino, enjoy a privileged access to permanent resi-
dence permits after five years.
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unlimited access to employment conditional upon whether the family members have
lived together abroad. Finally, in the United Kingdom and Canada,” each family
member has to apply for a work permit separately, without preferential treatment,
while in the United States and Switzerland, family members are not allowed to work at

all until sponsor obtains permanent residence or a settlement permit.

The least privileged immigration category in terms of access to employment is asylum
seekers (results not shown). Countries differ with regards to whether immigrants are
allowed to take up paid employment during the asylum procedure and waiting period.
In Ireland and Denmark, asylum seekers have no right to employment at all. These two
countries are also those which opted out of the Council Directive 2003/9/EC, which
laid down minimum standards for the reception of asylum seekers. The remaining
EU/EFTA member countries and Anglo-Saxon countries permit asylum seekers to
work during the determination of their immigration status (see EQUAL 2007, 6f.). In
Sweden and Norway, asylum seekers can apply for a work permit without having en-
dure a waiting period, which can take up to 12 months (e.g. France, Germany, or the
United Kingdom). In Australia, the access of asylum seekers to employment depends

on whether they have a bridging visa or not (Aleinikoff and Klusmeyer 2002, 96f.).

5.2.2 Self-employment

The findings are quite similar when comparing the access of different immigration
categories to self-employment (see Table 5.3). Nationals and Union citizens including
their family members, as well as permanent residents, are allowed to start their own
business or provide services from the beginning of their stay without having to obtain
an additional permit.”* In the majority of countries this also applies to family members
of permanent residents because the respective regulations do not differentiate between
paid employment and self-employment. Notable exceptions are Ireland, Portugal and
Spain, together with France and Belgium, which in principle allow all types of immi-
gration categories to take up self-employment, but make it dependent on the request of
a separate business permission. In Belgium even asylum seekers may request a ‘carte

professionelle’.

 In Canada the law requires that the sponsor be either a Canadian citizen or a permanent resident.
The case mentioned above refers to family members that are allowed to enter the country together
with the migrant worker (see Immigration and Refugee Act, Art. 13(1)).

% Portugal is an exception. According to the MIPEX country notes, self-employment is restricted to
Portuguese and EU/EFTA nationals, long-term residents and refugees (Huddleston et al. 2011). How-
ever, the immigration law legislation defines the different conditions for immigrant entrepreneurs to
be granted a residence visa (Act 244/1998, Art. 37(1)(d)). Therefore, family members of nationals
have been coded as having to obtain an additional permit.
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Table 5.3. Immigrants’ access to self-employment by immigration category

Nationals/  Immigrants with per- Immigrants with ~ Recognised EU citizens/
family manent residence limited residence  refugees family members
members permits/ family permits/ family
members members'
AUS 3 3 1/3 3 n.a.
AUT 3 3/2 1/2 3 3
BEL 3 3/1 2(A=3, B=1)/1 3 3?
CAN 3 3 31 3 n.a.
DEN 3 3 1/3 3 3
FIN 3 3 2(A=3,B=1)/3 3 3
FRA 3 3/1 1 3 3
GER 3 3 1/0 3 3
GRE 3 3/2 0[3y]/2 3 3
IRE 3 3/1 3 3
ITA 3 3 3 3 3
NET 3 3 3 3
NOR 3 3 1/3 3 3
POR 3/1 3/1 1 3 3
ESP 3 3/1 1 3 3
SWE 3 3 2(A=3, B=1) 3 3
SWI 3 3 1/0 3 3
UKM 3 3 1/3 3 3
USA 3 3 1/0 3 n.a

Notes: 0: no access, 1: additional permit, 2: work permit allows self-employment, 3: full access.

The period of years to be allowed to change from an employment to self-employment is indicated in square
brackets.

"For Australia and the United States the respective reference category is the ‘Standard Business Sponsorship’
(subclass 457) and the non-immigrant visa H-1B and H-2B (H-4 for their immediate family members.).

* Restrictions are applied with regard to workers from EU-8 countries (European Commission 2008, Table 1).
Sources: see Appendix A.

Migrant workers with limited permits in general can pursue self-employment but have
to apply for a new residence permit that confers the right to start a business and there-
fore to fulfil the admission conditions, such as possessing a minimum of investment
capital (e.g. in Germany, Greece, Ireland, United Kingdom and the United States),
submission of a viable business plan (e.g. Austria, Belgium, Denmark, France, Nor-
way and Switzerland), or other conditions such as a free quota space (e.g. Austria, for
an overview see SOPEMI 2011). As discussed above, immigrants with an unlimited
stay, a subcategory of limited residence permits, are in a privileged position and there-
fore allowed to be self-employed without additional permits in Belgium, Finland and
Sweden. In three countries, namely Canada, the Netherlands, and Italy, persons with
limited residence permits for work are able to take up self-employed activities without

any restrictions for the remaining period of validity.
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Concerning the family members of persons with limited residence permits, they enjoy
the same access as their sponsor or even full access from the beginning of their stay,
because the work permit allows them to pursue paid and self-employment. The excep-
tions are, again, Switzerland and the United States, both of which prohibit relatives
from entering the labour market. Moreover, as mentioned above, in Belgium, family
members of migrant workers must apply for an additional permit. Germany presents a
particular case, their family members are not allowed to work on his/her own or to un-
dertake free-lance work. This changed with the amendments of the respective articles
in the Residence Act, which came into force on August 28, 2007 (IOM 2009, 281).

In sum, the analysis shows that immigrants across all countries enjoy comprehensive
economic rights. While nationals and their family members, as well as permanent resi-
dents, refugees, and citizens from countries with preferential treatment (e.g. EU) are
granted full access to the labour market, certain restrictions apply to migrant workers.
Their employment is often bound to a specific employer, section or profession for the
first years of residence in the country. Nevertheless, a number of countries allow them
to change their employer or to become self-employed, though under the condition of
applying for a new permit, or after the passage of a specified number of years. Coun-
tries, however, differ with regard to the economic rights they grant family members of
immigrants with limited and permanent residence permits. While certain countries also
restrict the access of family members to the labour market (e.g. Switzerland and the
United States), other countries such as Australia, France, Portugal and the Nordic
countries allow them to pursue any employment, including self-employment, from the

beginning of their stay.

5.2.3 Index — immigrants’ access to the labour market

The resulting index concerning immigrants’ access to the labour market is presented in
Figure 5.1. Due to low variation across countries with regard to the access of nationals
and their family members, as well as refugees and asylum seekers, the index only
takes into account the respective scores for immigrants with permanent and limited
residence permits as well as their family members. Moreover, the index has been re-

scaled from the original values between 0-3 and ranges now from 0 to 1.

The average across all countries lies around 0.75 (SD=0.1), with a minimum of 0.6
and a maximum of 0.9 indicating that immigrants’ access to the labour market is rela-
tively unrestricted. As discussed above, the most inclusive countries are Italy, the
Netherlands and Denmark. The former two allow all immigration categories to pursue

self-employment without having to obtain a special permit. Ireland, Switzerland and
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the United States are to be found on the bottom end, these countries score relative low

mainly due to the restrictions they put on the family members of immigrants.

Index access to the labour market

IT NL FI DKNO AU SE UK CA PT FR DE BE GR AT ES US CH IE

I nean score employment
self-employment

Figure 5.1. Index immigrants’ access to the labour market

5.3 Integration policies — access to social programs

This subsection provides an overview on immigrants’ social rights in terms of access
to social programs, namely unemployment programs, family-related programs (tradi-
tional and dual-earner support) and social assistance. As discussed in the theoretical
chapter, the inclusiveness of integration policies concerning immigrants’ access to so-
cial programs is expected not only to moderate the effect of the generosity of the wel-

fare state on their poverty, but also their poverty gaps relative to non-immigrants.

Before presenting the results in detail, some general remarks have to be made. In line
with former contributions, the analysis shows that citizenship/nationality is not a con-
dition for obtaining access to social programs (North et al. 1987, Brubaker 1989,
Soysal 1994, Aleinikoff and Klusmeyer 2002). Moreover, the access to welfare bene-
fits depends on other factors such as physical presence in the country, the legality of
residence and work, as well as the duration of residence and contributions paid into
social insurance systems. Finally, permanent residence permits in the majority of
countries entitles the permit-holder to full social rights, with one major exception.

Countries granting permanent residence permits from the beginning of the stay restrict
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the access to social programs, mainly means-tested or universal programs, for the first
years of residence. The different practices implemented by countries as a general prin-
ciple, i.e. across different types of means-tested and universal social programs, are

presented in more detail in the next subsection.

Regulating immigrants” access to social programs

The introduction of a waiting period, mentioned above, is mainly practiced in Anglo-
Saxon countries, and targets permanent residents. For example, with the Welfare Re-
form Act of 1996, the United States adopted a five-year limited eligibility for federal
means-tested public benefits in the case of qualified aliens such as lawful permanent
residents (8 U.S.C. §1613). In other words, permanent residents are barred from these
services for the first five years of residence. Furthermore, lawful permanent residents
have to demonstrate 40 quarters’ work to be entitled to means-tested programs such as
Supplementary Security Income or Food Stamps.” Refugees are exempt from the
condition of employment, but their access is restricted to a maximum of 7 years (see
also Aleinikoff and Klusmeyer 2002). This combination of permanent visa holders and
an imposed waiting period can also be observed in Australia. Only persons that are
Australian residents, defined by law as citizens and holders of a permanent visa (So-
cial Security Act 1991, 7(2)), and who have complied with the newly arrived resi-
dent’s waiting period, i.e. have been an Australian resident for a period of 104 weeks,
are granted access to social benefits such as unemployment assistance (‘newstart al-

lowance”) and social assistance (‘special benefit’).

Although Canada has not implemented a specific waiting period, permanent residents
and their family members have no access to public funds for the first years. The reason
is that as a condition for family reunification, the sponsor’s undertaking obliges him to
provide financial support for 3 years from the date the spouse becomes a permanent
resident (10 years for children less than 22 years of age, Immigration Refugee Protec-
tion Regulations, Art. 132(1)).

Comparable to the United States, presumably permanent residents’ access to non-
contributory social programs is very restricted in the United Kingdom, though only in-
directly linked to permanent residence permits. In order to be granted access to welfare
programs, immigrants have to fulfil different conditions. First, they have to be present
in the country and be ordinarily residents, i.e. be based in the United Kingdom and no

other country. Second, immigrants have to pass the habitual residence test, which is

® U.S. immigrants also get credit for the 40 quarters of work requirement for work performed by
his/her parents when the immigrant was under 18, and by the spouse during marriage (National Immi-
gration Law Centre 2005).
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not explicitly defined in the regulations, but refers to the ‘settled intentions’ of for-
eigners (see Child Poverty Action Group, chapter 58). Alternatively, they can have the
right to reside, which besides British and Irish nationals is also granted to Common-
wealth citizens and those immigrants with leave to remain under the UK immigration
rules. Under the EC law all EU citizens have the right to reside for three months,
which is prolonged for workers and their family members.”® Finally, persons should
not be subject to immigration controls, which means that a ‘no public funds’ re-
striction is attached to their residence permits, or being ‘subject of a formal undertak-
ing’ during a period of five years. British citizens, EEA nationals and their family
members, and refugees are exempt from these conditions. In other words, while the
right to reside mainly aims to restrict the access of inactive EU citizens, the ‘subject to
immigration control’ requirement targets third-country nationals and their family
members (Child Poverty Action Group 2008, 1372ff). As a result, although a perma-
nent residence permit is not a requirement for social benefit entitlement, the correlat-
ing regulation de facto limits access to permanent residents. Immigrants in principle
can qualify for ‘indefinite leave to remain’ after five years, though under the condi-
tions that they have sufficient financial means for themselves and their family mem-
bers and that no family member has made use of public funds (Aleinikoff and
Klusmeyer 2002).

By contrast, in Ireland access to social programs is not bound to a permanent residence
permit, but on being a ‘habitual resident’. According to Section 246(1) of the Social
Welfare Consolidation Act of 2005, a person is considered to be a habitual resident of
the State if “at the date of making the application [...] the person has been present in
the State or any part of the Common Travel Area’’ for a continuous period of 2 years
ending on that date.” Therefore, immigrants have only to fulfil a two-year waiting pe-

riod to be entitled to non-contributory social programs.

Also the Nordic countries, except Denmark, define eligible residents in their social se-
curity laws, though without referring explicitly to a specific length of residence.
Moreover, the respective laws in Sweden and Norway define eligible residents as
those persons who intend to or have stayed in the country for period of at least 12
months. Consequently, immigrants must maintain actual residence in the country. The

Norwegian legislation further requires the resident to be lawfully in the country and a

% The right of residence can also be prolonged for more than three months if the inactive EU citizen
has sufficient means for themselves and their families, as well as health insurance. Moreover, EU citi-
zens are allowed to seek employment for up to six months under the condition of not becoming a bur-
den on the social assistance system (see Directive 2004/38/EC on the right of citizens of the Union and
their family members to move and reside freely within the territory of the Member States).

°7 The United Kingdom of Great Britain and Northern Ireland, the Channel Islands and the Isle of Man.
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member of the National Insurance Scheme (National Insurance Act, Art. 2(1)). The
Finnish legislation is even more explicit with regard to what is considered as a perma-
nent move. Besides residing lawfully and solely in Finland, immigrants are required to
have close ties to Finland, e.g. to have previously been a permanent resident or of
Finnish origin, to be a family member of permanent resident, or to have a Finnish em-

ployment contract of or comparable to at least two years.

Comparing the different approaches defining immigrants’ access to non-contributory
social programs across countries, it is immediately apparent that the Nordic countries
pursue a less restrictive practice than the Anglo-Saxon countries, where immigrants
have to wait between 2 to 5 years in order to be entitled to benefits. By contrast, in the
Nordic countries, the mere commitment to reside in the country for a period over one

year suffices to be entitled to welfare benefits.

Continental and Southern European countries have so far not been discussed in this
section for different reasons. First, the majority of social programs in those countries
are based on former contributions. Therefore, immigrants that have not contributed are
not entitled to social programs. Second, if the access of immigrants to social programs
is restricted, it is made solely dependent on a permanent residence permit, which in
these countries requires at least 5 years of residence. Finally, the renewal of immi-
grants’ residence permits, as well as opportunities for obtaining a permanent residence
permit in those countries, is contingent on proof of sufficient means for themselves
and their families, comparable to the United Kingdom (discussed above). As a result,
although not excluded formally, reliance on means-tested benefits such as social assis-
tance puts their legal stay in danger. After having discussed the general principles
countries apply with regard to access to social programs, the following subsection is

devoted to the specific types of social programs available.

5.3.1 Unemployment programs

Table 5.4 gives an overview of the unemployment programs implemented in the 19
OECD countries (see first column). Two types of programs can be distinguished, un-
employment insurance and unemployment assistance (in italic). The former exists in
all countries except Australia. Because entitlement to unemployment insurance bene-
fits depends on former contributions from employment, all immigration categories are
entitled to this benefit as long as they fulfil the respective requirements. Moreover,
they have to be in possession of a working permit that allows them to pursue gainful
employment. Consequently, the same values have been assigned to all immigration

categories, including nationals. Immigration categories that are not allowed to work
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are coded as 0 (e.g. family members of immigrants with limited residence in Switzer-
land and the United States).

Table 5.4. Immigrants’ access to unemployment programs by immigration category

Program title Condition Nationals/ Permanent Limited Recognised EU
family residence residence  refugees citizens
members permit/ permit/
family family
members  members
AUS  Newstart allowance Australian resident and 3 2/2.5 0 3 -
waiting period (2y)
AUT Arbeitslosengeld / Notstand- contributory: 52 weeks 1 1 1 1 1
shilfe (cont. of payment)
BEL Allocation de chdmage contributory: 52 weeks 1 1 1 1 1
CAN Employment Insurance contributory: 600 hours 2 2 2 2 -
Employment assistance (On- permanent residence 372 3/2 0 3 -
tario Works) permit
DEN Arbejdslgshedsforsikring contributory: 52 weeks 1 1 1 1 1
FIN  Basic security (pe- contributory: 43 weeks 2 2 2 2 2
rustoimeentuloturva), earn-
ings-related security (ansi-
operusteinen sosiaaliturva)
Labour market support ‘permanent resident’ 3 3 2 3 3
(tyomarkkinatuki)
FRA Assurance de chomage / ré-  contributory: 26 weeks 2 2 2 2 2
gime de solidarité (cont. of
payments)
GER Arbeitslosenversicherung contributory: 52 weeks 1 1 1 1
Arbeitslosengeld 11 residence/work permit 3 31 1 3 3
(expulsion: 5y)
GRE Unemployment insurance contributory: 125 days 2 2 2 2 2
IRE  Unemployment Benefits contributory: 39 weeks 2 2 2 2 2
Unemployment Assistance ~ habitual residence (2 3 3/2 2 3 3
years)
ITA L’assicurazione contro la contributory: 104 weeks 1 1 1 1 1
disoccupazione
NET Unemployment Insurance contributory: 26 weeks 2 2 2 2 2
(WW)
NOR Dagpenger contributory: 1.5 of basic 2 2 2 2 2
income
POR Subsidio de desemprego contributory: 65 weeks 1 1 1 1 1
Subsidio social de desem- contributory: 26 weeks 2 2 2 2 2
prego
ESP  Prestacion por desempleo contributory: 52 weeks 1 1 1 1 1
Subsidio por desempleo contributory: 26 weeks 2 2 2 2 2
SWE Inkomstbortfallsforsékring  contributory: 52 weeks 1 1 1 1 1
Grundforsékring contributory: 26 weeks 2 2 2 2 2
SWI  Arbeitslosenversicherung contributory: 52 weeks 1 1 1/0 1 1
UKM Contribution-based contributory: 2 2 2 2 2
jobseeker’s allowance min. £ 2’175
Income-based jobseeker’s different conditions* 3/1 3/1 0 3 3
allowance
USA Unemployment Insurance contributory: 20 weeks 2 2 2/0 2 -

(Michigan)

Notes: Social assistance programs are highlighted in italic. Cases in bold indicate consequences for residence permits.

0 = no access, 1 = contribution period >52 weeks or a waiting period of >5 years, 2 = employment/contribution period <52
weeks or waiting period <5 years, 3 = full access. * The specific conditions for the United Kingdom include presence and or-
dinary residence in the country (habitual residence test), having the right to reside, and not being subject to immigration con-
trol (public funds restriction or subject of a formal undertaking).

Sources: see Appendix A.

The major difference in unemployment programs across countries concerns the re-

quired length of contributions, which ranges between 600 working hours in Canada
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(around 15 weeks within the last year) to two years of insurance and 52 weekly contri-
butions during the last two years in Italy. For the majority of the countries, a contribu-

tion period between 26 and 52 weeks is required.

Two additional requirements affecting immigrants in particular have to be mentioned.
First, legal residence is a condition for being granted unemployment benefits, although
not all social security legislation mentions it explicitly (see also Brubaker 1989,
159f.).”® Second, unemployed persons must have their place of residence in the host
country. This means that unemployment benefits are hardly ever paid abroad. Alt-
hough all countries under analysis have signed bilateral social security agreements,
they rarely address unemployment insurance (e.g. overseas countries, France and
Spain) or mainly refer to the aggregation of insurance period paid in the country of
origin (e.g. Austria, Belgium, Denmark, Italy, Portugal and Switzerland). EU citizens
are a notable exception, as they benefit from the exportability of unemployment pay-
ments. Within the European Union, entitlement to benefits can be retained for up to
three months under the condition that the EU citizen has sought work and been regis-
tered as unemployed in that Member State for at least four weeks (Council Regulation
(EC) No. 883/2004 of 29 April 2004, Art. 64(1)).

By 2010, this regulation has also been extended to third-country nationals.” The resi-
dence condition particularly affects temporary migrant workers who lose their right to
unemployment benefits with the expiration of their residence permit. Moreover, un-
employment per se not only endangers the renewal of the permit if the migrant worker
cannot find another job during the remaining validity of the residence permit (e.g. in
Italy) but also can be a reason for immigrants’ expulsion. For example, in Austria,
immigrants that are unemployed for more than four months during their first year of
residence can be expelled from the country (Fremdenpolizeigesetz 2005, Art. 54(2)).
The case of Finland shows that EU citizens are not exempt from this practice. Accord-
ing to Article 160 of the Aliens Act, an EU citizen maintains his status as employed or
self-employed for only six months if he has worked for fewer than twelve months, or

has been employed based on a fixed-term contract for less than one year.

A number of countries further provide unemployment assistance programs that are ei-
ther based on a reduced contribution period (e.g. Portugal, Spain or Sweden) or con-

tinuation of unemployment payments (e.g. Austria, France). As discussed above, enti-

% The countries not explicitly referring to the legal status of immigrants are Germany, Ireland and
Sweden. The latter requires residence and a work permit in order to register in Forsakringskassan.

% See Regulation (EU) No. 1231/2010 of 24 November 2010 extending Regulation (EC) No 883/2004
and Regulation (EC) No 987/2009 to nationals of third countries who are not already covered on the
ground of their nationality.
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tlement to unemployment assistance in those countries depends on a previous em-
ployment record. However, some countries have also implemented unemployment as-
sistance programs that are granted regardless of former employment, but instead based
on a means test. Here, the access of different immigration categories depends on a
permanent residence permit (Australia, Canada, the United Kingdom) or a being a res-
ident of the country (Finland and Germany). For example, in Australia, as mentioned
above, holders of permanent visas have to further sit out a two-year waiting period to
be eligible for the new start allowance. This is also the case for their family members,
who have to be Australian residents. However, in contrast to other immigration cate-
gories, their residence period in Australia on a temporary visa for spouses and partners
is also counted towards fulfilment of the waiting period. As discussed above, immi-
grants’ access to non-contributory programs in the United Kingdom is highly restricted
by excluding immigrants from income-based jobseeker’s allowance for the first five
years. By contrast, the condition to being entitled to labour market support in Finland
only depends on being a resident intending to settle permanently, i.e. having a work
contract for at least two years or other ties to the country. Germany is a particular case.
The respective article in the legislation only requires the immigrant to have a work
permit (Sozialgesetzbuch II, Art. 8(2)). However, reliance on social benefits can be a
reason for expulsion (see discussion below). Therefore, although immigrants with lim-
ited residence permits are in principle entitled to Arbeitslosengeld II, their access is

considered to be restricted.

5.3.2 Family-related programs

All countries included in this thesis have introduced social programs that address the
needs of families. Two different types can be distinguished, traditional family pro-
grams and dual-earner programs. They aim to support families in general through child
and tax allowance or working parents in particular, e.g. maternity and parental leave
schemes as well as provision of childcare. A number of countries have also imple-
mented child-raising programs that compensate for the costs of caring for children. In
countries where entitlement is not linked to employment, these specific programs are

included as traditional family programs.



Descriptive analysis — integration policies 137

Traditional family programs

Table 5.5 provides a summary of traditional family and child programs implemented
across countries. In the majority of the countries, these benefits are granted to citizens
and residents on a universal basis, regardless of former employment records or finan-
cial situation. This universal characteristic is also evident when comparing the access
of different immigration categories. Any immigrant family legally residing in Austria,
Denmark, France, the Netherlands, Norway, Portugal, Sweden or Spain is entitled to
family benefits. However, in Belgium, Italy, and Switzerland, family benefits are
linked to employment, while Greece further requires at least 50 days of insurance. Ire-
land, a particular case, grants immigrant families access to benefits either based on

employment or after a two-year waiting period.

By contrast, countries providing means-tested family programs tend to restrict the ac-
cess of immigrants comparable to unemployment assistance by requiring a specific
length of residence in the country. Examples are not only the Anglo-Saxon countries
(the United Kingdom and the United States) but also Belgium, where a guaranteed
family allowance is part of the social assistance system. In order to be entitled to this
allowance, the person must have resided for at least 5 years in the country. Two excep-
tions are worth mentioning. On the one hand, Canadian immigrants with limited resi-
dence permits are eligible for child tax benefits after a residence period of 18 months.
On the other hand, Australian (permanent) residents are entitled to family tax benefits
without having to endure a waiting period. By contrast, access to Parenting Payment,
an income support to help with the costs of raising children, requires two years of resi-
dence in Australia. However, as with the ‘Newstart allowance’, the length of residence
of spouses and partners on a temporary visa is also counted as waiting period to get
access to Parenting Payment (Social Security Act 1991, Art. 729(2)f(v)).'*

Although family benefits are generally granted to immigrants regardless of their type
of residence permit, one major requirement has to be met across all countries, namely
the eligible person and the child should be both legally residing in the country. In the
case of a child’s residence requirement, exceptions are made for migrant workers cov-
ered by the bilateral social security agreement (e.g. Austria, Belgium, Germany, Swit-
zerland and the United Kingdom). Although the child is residing abroad, these workers
may also qualify for child benefits as long as the family members abroad do not re-
ceive equivalent benefits (for social security treaties at the supra-national level, e.g.

between the EU and North African countries, see Pennings 2003, chapter 19).

1% Furthermore, single parents are exempted from the qualifying waiting period if they became a lone
parent during their stay in Australia (Social Security Act 1991, section 500(1)(d)(1)).
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Table 5.5. Immigrants’ access to traditional family programs by immigration category

Program title Condition Nationals/ Permanent Limited Recognised EU
family  residence residence  refugees  citizens
members  permit/ permit/
family family
members members
AUS Family benefits (lump-sum ma- Australian resident 3 3 0/3 3 -
ternity payment, Family Tax
Benefit Part A/B)"
Parenting payment (PP)’ Australian resident and 3 2/2.5 0 3 -
waiting period (2y)
AUT Family benefits (Familienbeihil- legal stay 3 3 3 3 3
fe, Kinderbetreuungsgeld, - (residence permit)
absetzungsbetrag, Alleinverdie-
ner- und Alleinerzieher-
absetzbetrages)
BEL Allocations familiales employment 2 2 2 2
Prestations familiales garanties' residence permit and 3 3/1 1 3 3
waiting period (5y)
CAN Family benefits (Canada child  permanent residence 3 3/0 2(18m)/0 3 -
tax benefit, universal childcare ~ permit or 18 months of
benefit) residence
DEN Child and youth benefit (berne- legal stay, liable to tax- 3 3 3 3 3
og ungeydelse) ation
Child allowance (bernetilskud)  residence requirement: 3 3 2 3 2
1 year (or 3 years)
Childcare allowances residence requirement: 3 3/1 0 0 1
(communes) 7 years
FIN  Family benefits (family allow-  permanent resident 3 3 2 3 3
ance, child home care allow-
ance, private childcare allow-
ance)
FRA Family benefits (allocations fa-  legal stay 3 3 3 3 3
miliales et de parent isolé") (residence permit)
GER Family benefits (Kindergeld, permanent residence 3 3 2 3 3
Elterngeld) permit or employment
GRE Child benefit contributory: 50 days 2 2 2 2 2
IRE  Family benefits (child benefit,  habitual residence 3 3/2 2 3 3
one parent family payment) (2 years) / employment
ITA  Assegno per il nucleo familiare employment 2 2 2 2 2
NET Algemene Kinderbijslag legal stay 3 3 3 3 3
(residence permit)
NOR Family benefits (child benefit,  legal stay 3 3 3 3 3
monthly cash benefit for parents (residence permit)
with small children, maternity
grant)
Lone parent benefit (stenad til ~ legal stay and insured 3 372 2 3 2
enslig mor eller far) for 3 years
POR Prestagoes familiares legal stay 3 3 3 3 3
(residence permit)
ESP  Prestaciones por hijo a cargo' legal stay 3 3 3 3 3
(residence permit)
SWE Barnbidrag legal stay 3 3 3 3 3
(residence permit)
SWI  Kinderzulage employment 2 2 2/0 2 2
UKM Family benefits (child benefit,  different conditions* 3 3/1 0 3 3
child tax credit")
USA Temporary Assistance for lawful permanent resi- 3/1 1 0 3 -

Needy Families (TANF)'

dent (5 years)

Notes: 0 =no access, 1 = contribution period >52 weeks or a waiting period of >5 years, 2 = employment/contribution period

<52 weeks or waiting period <5 years, 3 = full access. ' Means-tested programs.

* The specific conditions for the United Kingdom include presence and ordinary residence in the country (habitual residence
test), having the right to reside, and not being subject to immigration control (public funds restriction or subject of a formal
undertaking).

Sources: see Appendix A.
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These social security agreements usually cover child allowances but no other types of
benefits listed in Table 5.5 such as child-raising and child-care benefits. Different
countries have implemented particular programs that not only address inactive mothers
who are not entitled to maternal leave, for example the ‘Kinderbetreuungsgeld’ in
Austria, but also allow the parent to choose their preferred childcare arrangements re-
gardless whether or not they are in a position of paid employment (e.g. Canada and
Denmark). In addition, separate family programs addressing the needs of a lone parent
are not only available in Australia, but also France, Ireland and Norway. The entitle-
ment conditions for immigrants are comparable to those of child benefits. However,
some countries further require that the eligible parent have spent a certain period in the
country (e.g. 3 years for lone-parent benefits in Norway, 1 to 7 years for special child
allowances and childcare benefits in Denmark) or have a residence permit that allows
him/her to work (e.g. child-raising benefits ‘Elternzeit’ and ‘Elterngeld’ in Germany).
Despite these minor exceptions, traditional family programs tend to cover all residents

regardless of type of residence permit or employment record.

Dual-earner programs

The different social programs addressing the needs of working parents are presented in
Table 5.6. Parental benefits are available in all countries except the United States. By

101
The coun-

2007, dual-earner support in Australia was confined to childcare benefits.
tries differ as to whether being employed suffices, or whether a specific contribution
period has to be fulfilled in order to get access. Paid employment is a requirement in
five countries, namely Austria, Finland, Germany, Italy and the Netherlands. In the
remaining countries the required contribution period ranges between 120 hours of em-
ployment during the last 13 weeks in Denmark to more than six months in Ireland,
Spain, Switzerland and France. Two particular cases are Finland and Sweden, which
combine employment-related benefits with flat-rate benefits for all inactive residents.
The condition in Sweden for receiving the contributory parent’s cash benefits is being
insured for sickness cash benefits above SEK 180 (€ 20) for at least 240 consecutive
days before confinement. The Finish social security system requires 180 days of resi-
dence in the country, and also includes self-employed and employed workers not liv-
ing in Finland but who are entitled to maternity benefits if they have worked for at

least 4 months (MISSOC 2007, Comparative Tables Part 8, 33).

%" A national paid parental leave has been introduced on 1 January 2011 that covers working parents
in covers not only parents in full-time and part-time employment, but also seasonal workers and self-
employed persons (Baird and Williamson 2011).
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Table 5.6. Immigrants’ access to dual-earner programs by immigration category

Program title Condition Nationals/ Permanent Limited Recognised EU
family residence residence  refugees citizens
members permit/ permit/
family family
members members
AUS Child Care Benefit employment and 3 3 0/3 3 -
Australian resident

AUT Maternity benefits employment 2 2 2 2 2
(Wochengeld)

BEL Indemnité de maternité contributory: 26 weeks 2 2 2 2
Congé parental contributory: 52 weeks 1 1 1 1 1

CAN Maternity benefits, parental  contributory: 600 hours 2 2 2 2 -
care

DEN Maternity benefit (dagpenge contributory: 120h in 2 2 2 2 2
ved fodsel), parental allow-  the last 13 weeks
ance

FIN  Maternity, parental and pa-  employment or perma- 3 3 2 3 2
ternity allowance (ditiysraha, nent resident (incl. 180
vanhempainraha, isyysraha) days of residence)
Partial childcare allowance ~ employment and per- 2 2 2 2 2
(osittainen hoitoraha) manent resident

FRA Maternal and parental leave  contributory: 43 weeks 2 2 2 2 2
(indemnités journalicres de
maternité et de paternité)
Complément de libre choix  contributory: 104 1 1 1 1 1
d’activité (CLCA) weeks
Complément de libre choix ~ employment 2 2 2 2 2
de mode de garde (Colca)

GER Maternity benefits (Mutter- employment 2 2 2 2 2
schaftsgeld)

GRE Maternity benefit contributory: 200 days 2 2 2 2 2

IRE  Maternity benefit contributory: 39 weeks 2 2 2 2 2
Family Income Supplement employment 2 2 2 2 2

ITA Congedo di materni- employment 2 2 2 2 2
ta/paternita

NET Maternity leave (Zwanger-  employment 2 2 2 2 2
schaps- en bevallingsverlof)

NOR Parental benefits contributory: 26 weeks 2 2 2 2 2
(foreldrepenger)
Childcare benefit, lone par-  employment, legal stay 3 372 2 3 2
ent (stenad til barnetilsyn)  and insured for 3 years

POR Proteccdo da maternidade (e contributory: 26 weeks 2 2 2 2 2
da paternidade)

ESP  Prestacion por maternidad contributory: 36 weeks 2 2 2 2 2

SWE Parental benefits universal and contribu- 3 3 3 3 3
(fordldrapenning) tory: 240 days of insur-

ance

SWI  Mutterschaftsgeld contributory: 39 weeks 2 2 2/0 2 2

UKM Statutory maternity pay and contributory: 26 weeks 2 2 2 2 2
maternity allowance
Working tax credit (also for employment and 3 3/1 0 3 3
those without family) different conditions*

USA na.

Notes: 0 =no access, 1 = contribution period >52 weeks or a waiting period of >5 years, 2 = employment/contribution period
<52 weeks or waiting period <5 years, 3 = full access.

* The specific conditions for the United Kingdom include presence and ordinary residence in the country (habitual residence
test), having the right to reside, and not being subject to immigration control (public funds restriction or subject of a formal
undertaking).

Sources: see Appendix A.

Table 5.6 also includes childcare benefits for working mothers. These programs help
parents cope with the rising costs of accommodating their children in non-public sup-

ported or private childcare facilities (e.g. Australia, France and Norway). The main
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condition of entitlement is usually the employment of both parents for a number of
hours per week. However, in order to be granted childcare benefits in Norway, the

lone parent and the child must have resided in the country for at least three years.

Interestingly, in contrast to unemployment programs, the respective sections in the so-
cial security legislation do not explicitly refer to migrant workers. Exceptions are Can-
ada and Denmark, which make receiving payments dependent on residence in the
country. Moreover, some countries also allow immigrant workers under certain condi-

tions to receive their benefits abroad (e.g. Sweden or Italy).

5.3.3 Social assistance programs

Compared to the social programs discussed so far, immigrants’ access to social assis-
tance varies most (see Table 5.7). In general, three different practices can be distin-
guished across countries. First, entitlement to means-tested benefits depends on the
permanent residence permits. For example, immigrants and their family members liv-
ing in Austria’s capital Vienna have to be in the possession of a residence permit
‘Daueraufenthalt-EG’ or ‘Daueraufenthalt-Angehoriger’, which is granted after five
years under the condition that they have complied with the integration agreement re-
ferring to the acquisition of knowledge of the German language (IOM 2009, 143). In
addition, the Belgian social security legislation also requires a permanent residence
permit. The latter refers rather indirectly to this condition by demanding that the for-
eigner be inscribed in the population register (Law of 26 May 2002 on the Right to
Social Integration, Art. 3(3)), for which a person has to be a permanent resident or cit-
izen. The second group of countries allows access to social assistance benefits affer a
specific waiting period. This condition is applied in the Anglo-Saxon countries dis-
cussed above, namely Australia, Ireland, the United Kingdom and the United States.
Moreover, European countries such as France and Denmark also pursue this practice,
where applicants have to prove five or seven years of residence, respectively.'? De
facto, this is the same time period as is requested to apply for a permanent residence
permit. In addition, according to national legislation, Spain also requires a residence
period of at least one year. Since the Spanish communities are responsible for social
assistance, they can independently raise the time of required residencies, usually be-
tween 3 and 5 years (see MISSOC 2007 Part 2, 112). In the case of Madrid, the resi-

dence requirement is limited to having lived in the municipality for one year.

192 Recent immigrants and refugees living in Denmark, including Danish citizens who have stayed
abroad for more than seven out of the past eight years, are instead entitled to an introductory benefit
(starthjeelp), which is however less generous than regular social assistance (Sainsbury 2012, 110).
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Table 5.7. Immigrants’ access to social assistance programs by immigration category

Program title Condition Nationals/ Permanent Limited  Recognised EU
family  residence residence refugees citizens
members  permit/ permit/
family family
members members
AUS  Special Benefit Australian resident 3 2/2.5 0/2 3 -
and waiting period
2y)
AUT Sozialhilfe residence permit 3 31 0 3 1
(expulsion: 5y)
BEL Revenue d’intégration permanent residence 3 3 0 3 3
permit
CAN Basic financial assistance  permanent residence 3/2 372 0 3 -
(Ontario Works) permit
DEN Kontanthjelp residence permit 3/1 3/0 0 3 (special 3
(Social Bistand) (expulsion: 7 years) program)
FIN  Living Allowance permanent resident 3 3 3 3 3
(toimeentulotuki) (communes)
FRA Droit a I’integration so- residence permit and 3 3/1 1 3 3
ciale (former: Revenu Mi-  waiting period: 5 years
nimum d’Insertion)
GER Sozialhilfe residence permit 3 311 1 3 3
(expulsion: 5y)
GRE n.a. - -
IRE  Supplementary Welfare habitual residence 3 372 2 3 3
Allowance (2 years)
ITA  Minimo Vitale residence permit 3 3 3 3 3
(valid: 1 year)
NET Algemene Bijstand residence permit 3 3 3 3 3
NOR  Stenad til livsopphold (so- legal stay (residence 3 3 3 3 3
sialhjelp) permit)
POR Rendimento social de in-  legal stay 3 3 3 3 3
ser¢ao (residence permit)
ESP  Renta minima de inserciéon residence requirement: 3 372 2 3 3
1 year
SWE Ekonomiskt bistand legal stay 3 3 3 3 3
(socialbidrag) (residence permit)
SWI  Sozialhilfe residence permit (ex- 3 1 1 3 1
pulsion: no limit)
UKM Income support different conditions* 3/1 3/1 0 3 3
USA  Supplemental Security In-  lawful permanent resi- 3/1 1 0 3 (max. 7 -
come (SSI), Food Stamps ~ dents (Sy + 40 quarters years)

of work)

Notes: 0 =no access, 1 = contribution period >52 weeks or a waiting period of >5 years, 2 = employment/contribution period
<52 weeks or waiting period <5 years, 3 = full access. Cases highlighted in bold indicate consequences for residence permits.
* The specific conditions for the United Kingdom include presence and ordinary residence in the country (habitual residence
test), having the right to reside, and not being subject to immigration control (public funds restriction or subject of a formal
undertaking).

Sources: see Appendix A.

In the last group of countries, access to social and unemployment assistance is granted
if the applicants have a legal residence permit. Countries following this practice in-
clude the three Nordic countries as well as the Netherlands, Portugal and Italy. The lat-
ter just requires, according to the national legislation, that the residence permit be valid
for at least one year (Decree-Law No. 286 of 25 July 1998, Art. 41).'” Also, the social

1% According to the regulations of the community of Milano, only permanent residents, i.e. the “titola-
ri di carta di soggiorno” are granted access to social assistance, which however has been declared to be



Descriptive analysis — integration policies 143

assistance legislation of Germany and Switzerland, here of the canton Zurich, do not
explicitly refer to a particular type of residence permit. However, in both countries, as
well as in Austria, welfare dependency can be a reason for expulsion (see also
Koopmans et al. 2012). While in Germany, it is a discretionary practice during the first
eight years (5 years in Austria). Permanent and temporary residents living in Switzer-
land can be expelled if they rely on social assistance, regardless of how long they have
been living in the country. Since the revised Aliens Act, which came into force on the
Ist of January 2008, after 15 years of residence in the country, welfare dependency is

no longer a reason to revoke a permanent residence permit.

Finally, it should be mentioned that the access of EU citizens to social assistance in the
majority of the countries is limited to the first three months. Moreover, after that peri-
od only those who have a right to reside, i.e. workers and their family members, and
inactive persons that have sufficient income to maintain themselves, are usually grant-

ed access to social assistance.

5.3.4 Indices — immigrants’ access to social programs

Figure 5.2 presents the four resulting indices of immigrants’ access to social programs
by type. Concerning the index on immigrants’ access to unemployment compensation
programs in the upper left corner) the scores range between 0.3 and 0.8 (mean=0.5,
SD=0.2). Finland and Ireland are among the countries which are most inclusive to-
wards immigrants, these two countries combine unemployment insurance and assis-
tance. Switzerland, Italy, Belgium, Denmark and Austria are the most exclusive, re-
quiring at least 52 weeks of previous social security contributions. The range, when
compared to the other types of programs, is relatively small because all of the coun-
tries either require a previous employment record or make access dependent on a wait-
ing period.

When turning to traditional family programs, not only is the range considerably larger,
from 0.2 to 1, but the ranking of the countries also changes. Here, Austria is among the
six countries that grant immigrant families full access to traditional benefits regardless
of their type of residence permit, as opposed to the United States, the United Kingdom

104

and Canada. " The average across countries is 0.7, indicating that the majority of

countries are relatively inclusive towards immigrants (SD= 0.2). The variations are the

not in accord with the national legislation by administrative tribunal of the Lombardia on September
2010 (sentenza N.6353 del 21/09/2010 — Tar Lombardia Milano).

%1t should be mentioned that although Spain ranks among the most inclusive countries towards im-
migrants, family benefits are granted based on a means test which is set relatively low, i.e. a yearly in-
come of €9,000 (42% of the average wage).
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smallest with regard to immigrants’ access to dual-earner policies. The respective val-
ues lie between 0.5 and 1, when excluding the United States (mean=0.7, SD=0.1). The
top scorers are now Australia and Finland, in addition to Sweden, all three countries
granting access to parental leave or childcare benefits not only based on previous em-
ployment but also on a universal basis. The United States scores the lowest because

there is no national parental leave scheme.

Finally, when comparing the social assistance index, the countries that grant immi-
grants full access are Sweden, Finland, the Netherlands, Norway, Portugal, and Italy.
By contrast, the most exclusive countries are United States, the United Kingdom,
Switzerland, Austria, and also Denmark. The average value is around 0.6 with a stand-
ard deviation of 0.3. Greece also scores at the bottom because it has no social assis-

tance program.

Indices access to social programs

Unemployment compensation Traditional family support

Fl IE NONL GR FR CA US UK SE PT ES DE AU IT DK BE AT CH SE PT NL FRES AT FI DENO IE DK IT GRAU BE CH CA UK US

Dual-earner support Social assistance

SE AU FI NOCAPT NL IT IE GRES DK DE AT FR CH UK BE US SE PTNONL IT FI IE ES AU FR DE BE CA CH UK AT DK USGR
Figure 5.2. Indices immigrants’ access to social programs

Conclusion

Bringing the findings in Figure 5.2 together, certain countries tend to incorporate (or
exclude) immigrants across different types of social programs. For example, three
Nordic countries Finland, Norway and Sweden as well as the Netherlands are among
the countries granting immigrants rather inclusive access to social programs. On the
other end are countries such as the United States, the United Kingdom and Switzer-

land, which tend to restrict immigrants’ access to social programs. These results indi-
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cate that more expansive welfare states, granting entitlement based on a universal
principle, do not necessarily ban immigrants from accessing social benefits. Pierson’s
(2001) argument that social programs create their own constituency could serve as an
explanation. Once created, social programs provide feedback in terms of broad support
of the welfare state, which makes it difficult to exclude a particular section of the soci-
ety, in this case immigrants.'® By contrast, rather residual or liberal welfare states
where entitlement is based on need and whether or not a recipient is deserving of aid
further opt to keep immigrants separate. This is in line with Banting’s (2000, 23) ob-
servation that countries with “weaker social commitments” such as the United States
and the United Kingdom are more exclusive towards immigrants. Between these two
poles lie countries with conservative corporatist welfare states (e.g. Austria, France
and Germany), which indirectly restrict immigrants’ access to social programs by link-

ing this access to employment and former contributions.

However, the relation between the basis of entitlement of redistribution (universal,
employment-related and means-tested) not only concerns the structure of the welfare
state in general, but can also be broken down into the type of social programs. As this
chapter shows, variation across countries with regard to the type of social programs
can be observed. For example, Austria and France also extend the access to universal
traditional family programs to immigrant families, regardless of the immigration cate-
gory. By contrast, entitlement to social programs granted to lone-parents requires a
waiting period (e.g. Australia and Norway, though no income test is applied in the lat-
ter). The restriction of immigrants’ access to means-tested programs is observable in
the case of social assistance programs, where several countries require a permanent
residence permit or a certain number of years of residence in the host country for enti-

tlement.

The congruence between basis of entitlement to social programs and immigrants’ ac-
cess to these programs partly accounts for the pattern observed in Nordic, Continental
European and Anglo-Saxon countries. However, it is noticeable that, in general,
Southern European countries are more inclusive towards immigrants, at least with re-
gard to non-contributory or non-employment related programs. ' Usually, a valid res-

idence permit suffices for entitlement to social programs such as traditional family

"9 This is just the other side of the coin, showing that electoral support for social programs targeting
immigrants only is difficult to reach (see Mahnig 2000).

' In the Spanish law on the rights of immigrants, for example, the articles referring to the social
rights of immigrants such as health care, housing assistance, social security and social services. This
puts them on par with nationals, providing a prominent place following basic rights (Ley Organica
4/2000 de 11 de enero, sobre derechos y libertades de los extranjeros en Espafia y su integracion social,
Art. 12-14).
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programs or social assistance. This might be explained by relatively recent democrati-
sation of those countries compared to the other countries analysed in this thesis, but al-
so by the “deeply rooted socialist/communist subculture” (Ferrera 1996, 18), which is
echoed in the endeavour to treat all residents equally, including immigrants. However,
the inclusiveness of immigrants to means-tested and universal social programs in those
countries has to be put into perspective in terms of the existence and generosity of
these benefits. As the welfare state literature indicates, while Southern European coun-
tries provide generous protection for their core labour force (e.g. pension), the mini-
mum income protection schemes in Southern European countries remain among the

least developed across advanced industrialised countries (see Ferrera 1996).
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Appendix 5.1. Stocks of foreign population by nationality (in 1 000s and %)

Total Largest group 2nd largest 3rd largest Top3 EU-15

Austria 2007 835 Serbia & Montene- Germany Turkey (13%) 43% 20%
(10%) gro (16%) (14%)

Belgium 2007 971 Italy (17%) France (13%) Netherlands 44% 61%
(9%) (13%)

Denmark 2007 298 Turkey (10%) Iraq (6%) Germany (6%) 22% 23%
(5%)

Finland 2007 133 Russian Federation Estonia (15%)  Sweden (6%) 41% 16%
(3%) (20%)

France 2007 3697 Portugal (13%) Algeria (13%) Morocco (12%)  38% 32%
(6%)

Germany 2007 6745 Turkey (25%) Italy (8%) Poland (6%) 39% 24%
(8%)

Greece 2007 643 Albania (60%) Bulgaria (5%) Romania (4%) 69% 4%
(6%)

Ireland 2006 413 United Kingdom  Poland (15%)  Lithuania (6%) 48% 66%
(6%) (27%)

Italy 2007 3433 Romania (18%) Albania Morocco (11%) 41% -
(6%) (12%)

Netherlands 2007 688 Turkey (14%) Morocco Germany (9%) 34% 31%
(4%) (11%)

Norway 2007 266 Sweden (11%) Poland (10%)  Denmark (8%) 29% 37%
(6%)

Portugal 2007 446 Brazil (16%) Cape Verde Ukraine (9%) 39% 20%
(4%) (15%)

Spain 2007 5269 Romania (14%) Morocco Ecuador (8%) 34% 21%
(12%) (12%)

Sweden 2007 518 Finland (16%) Iraq (8%) Denmark (7%) 31% 37%
(6%)

Switzerland 2007 1571 Italy (18%) Germany Serbia (12%) 43% 59%
(21%) (13%)

United Kingdom 2007 3 824 Poland (11%) Ireland (9%) India (7%) 26% 26%
(1%)

Source: OECD International Migration Database (2011). Data is not available for Australia, Canada and the

United States.
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6 Multivariate analysis — explaining immigrants’ poverty

This chapter tests if integration policies concerning immigrants’ access to the labour
market and social programs moderate the effect of the labour market and welfare sys-
tem on immigrants’ poverty. The presentation of the results from the multilevel analy-
sis is divided in two sections. The first section discusses the impact of labour market
institutions on immigrants’ poverty based on market income (before taxes and trans-
fers), while the second section moves to the results related to the effect of welfare state
institutions, i.e. particular social programs, on immigrants’ poverty rate based on dis-
posable income (after taxes and transfers). Both sections are structured as follows; first,
the baseline model is shown, which includes household-level predictors and the coun-
try-specific random intercept. Then, the variables at the country level, referring to the
institutional setting, are added separately. Finally, the effect of the interaction between
a country’s institutions and immigrants’ access to the labour market and social pro-
grams is estimated. The findings only partly support the hypotheses developed in the
theoretical chapter. The empirical evidence indicates that more inclusive integration
policies concerning labour market access have a reductive impact on immigrants’ pov-
erty, but only in relation to minimum wage policies. This is also the case for the inter-
action between immigrants’ access to family-related and social assistance programs
and the generosity of these social benefits. The robustness tests show that these find-
ings should be treated with caution, as these findings with the exclusion of the United

States cannot be replicated. The remainder discusses results and possible explanations.

6.1 Results

6.1.1 Immigrants’ poverty and the impact of labour market policies

Table 6.1 summarizes the results using poverty based on market income as dependent
variable. Model 0 serves as a benchmark to assess the variation explained by the coun-
try-level variables. It includes a number of socio-demographic variables at the house-
hold level such as educational attainment, occupation, and employment of household

members, as well as the number of children and elderly living in the household.
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Table 6.1. Determinants of immigrants’ poverty based on market income (MI)

Model 0 Model la Model 1b Model 2a Model 2b Model 3a Model 3b
Ref. low education
Medium -0.514%** -0.512%** -0.516%** -0.513%** -0.514%** -0.514%** -0.516%**
(0.08) (0.08) (0.08) (0.08) (0.08) (0.08) (0.08)
High -0.981%** -0.981%** -0.983%** -0.981*** -0.981*** -0.982%** -0.985%**
(0.10) (0.10) (0.10) (0.10) (0.10) (0.10) (0.10)
Mixed, low -0.250* -0.249* -0.253* -0.249* -0.250% -0.250* -0.252*
(0.10) (0.10) (0.10) (0.10) (0.10) (0.10) (0.10)
Mixed -0.436%* -0.437%* -0.439%* -0.435%* -0.436%* -0.436%* -0.439%*
(0.15) (0.15) (0.15) (0.15) (0.15) (0.15) (0.15)
Mixed, high -0.474%** -0.473%** -0.477%** -0.473%** -0.474%** -0.474%** -0.477%**
(0.12) (0.12) 0.12) (0.12) (0.12) 0.12) 0.12)
Ref. low service functionaries
Blue collar workers -0.412%** -0.412%** -0.413%** -0.412%** -0.412%** -0.412%** -0.412%**
(0.09) (0.09) (0.09) (0.09) (0.09) (0.09) (0.09)
Mixed service function. -0.679%** -0.681%** -0.681%** -0.680%** -0.678%** -0.679%** -0.681%**
(0.13) (0.13) (0.13) (0.13) (0.13) (0.13) (0.13)
Socio-cultural profess. -0.797*** -0.796*** -0.798*** -0.796*** -0.797*** -0.796*** -0.798***
(0.12) (0.12) (0.12) (0.12) (0.12) (0.12) (0.12)
Capital accumulators -1 151 %** -1.152%** -1 15 1*** -1 151 %** -1 151 *** -1 15 1*** -1.152%**
(0.14) (0.14) (0.14) (0.14) (0.14) (0.14) (0.14)
Mixed skills, low -0.390%** -0.388*** -0.388%** -0.391%** -0.390%** -0.388%** -0.386%**
(0.11) (0.11) 0.11) (0.11) (0.11) 0.11) (0.11)
Mixed skills -0.501*** -0.501*** -0.501%** -0.501*** -0.501*** -0.501%** -0.502%**
(0.12) (0.12) (0.12) (0.12) (0.12) (0.12) (0.12)
Mixed skills, high -1.361%** -1.362%** -1.364%** -1.361%** -1.361%** -1.361%** -1.364%**
(0.29) (0.29) (0.29) (0.29) (0.29) (0.29) (0.29)
Other -0.132 -0.137 -0.135 -0.133 -0.131 -0.133 -0.136
(0.15) (0.15) (0.15) (0.15) (0.15) (0.15) (0.15)
Ref. no one employed
One person -3.120%** -3.124%** -3.123%** -3.120%** -3.120%** -3 121%** -3.123%**
(0.10) (0.10) (0.10) (0.10) (0.10) (0.10) (0.10)
Multiple earners -4.582%** -4.587*** -4.585%** -4.583%** -4.581%** -4.583%** -4.585%**
(0.14) (0.14) (0.14) (0.14) (0.14) (0.14) (0.14)
Ref. no one employed atypically
At least one person 0.630%** 0.631%** 0.629%%** 0.630%** 0.630%** 0.630%** 0.629%%**
(0.12) (0.12) (0.12) (0.12) (0.12) (0.12) (0.12)
All 1.338%** 1.339%** 1.340%** 1.337%** 1.338%** 1.339%** 1.340%**
(0.08) (0.08) (0.08) (0.08) (0.08) (0.08) (0.08)
Ref. no one self-employed
At least one person 0.553%** 0.553%** 0.555%** 0.553%** 0.553%** 0.553%*x* 0.555%**
(0.14) (0.14) (0.14) (0.14) (0.14) (0.14) (0.14)
All 0.876%** 0.875%** 0.877%** 0.876%** 0.876%** 0.876%** 0.876%**
(0.10) (0.10) (0.10) (0.10) (0.10) (0.10) (0.10)
Number of children < 13 0.469%** 0.469%** 0.469*** 0.469%*** 0.469%*** 0.469*** 0.469***
(0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03)
Number of persons > 65 0.203* 0.200* 0.201* 0.202* 0.203* 0.202* 0.202*
(0.10) (0.10) (0.10) (0.10) (0.10) (0.10) (0.10)
Wage bargaining coordination -0.127
(0.09)
Government intervention -0.154
(0.11)
Minimum wage setting 0.015
(0.04)
Min. wage (% of median) -0.001
(0.00)
OECD EPL index (reg.) -0.074
(0.14)
OECD EPL index (temp.) -0.143
(0.10)
Constant 2.397%** 2.464%** 2.455%** 2.406%** 2.396%** 2.429%** 2.448%**
(0.16) (0.16) (0.16) (0.16) (0.16) 0.17) (0.16)
Level 2 Intercept -0.735%** -0.792%** -0.791%** -0.743%** -0.735%** -0.742%** -0.788%**
Var (country) 0.230 0.205 0.205 0.226 0.230 0.227 0.207
ICC 0.065 0.059 0.059 0.064 0.065 0.064 0.059
Log-likelihood -3856.084 -3855.190 -3855.137 -3856.007 -3856.063 -3855.937 -3855.162
LR test 292.800 192.605 217.649 221.616 285.585 258.405 232.603
N (households) 9585 9585 9585 9585 9585 9585/19 9585
N (countries) 19 19 19 19 19 19 19

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001.

As the intra-class coefficient (ICC) shows, about 6.5% of the variation in immigrants’

poverty can be explained by country differences. The likelihood ratio (LR) test is sig-
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nificant at the 1% significance level, indicating that the use of multilevel analysis im-

proves the model fit, compared to simple logistic regression analysis.'"’

Turning to household-level characteristics, the level of an individual’s education and
skills has a significant impact on the immigrants’ poverty. For example, immigrant
households with upper or post-secondary education have almost two times lower odds
to end up in poverty as the reference category, here households with lower educational
attainments, or at most a lower secondary education (1/exp(-0.514)=1.67, p<0.001).
All types of households with mixed educational attainments (i.e. different combina-
tions of educational levels within a household) experience lower poverty risks than
low-educated households. Concerning skill level, measured by occupation, households
employed in low service-sector jobs (reference category) have a higher probability of
being poor than households including blue-collar workers. Mixed service functionaries
are less likely to fall in poverty than blue-collar workers, and socio-cultural profes-
sionals and capital accumulators even less so. The mixed skilled categories (such as

‘mixed skills, low”) fall between these defined categories.

One of the strongest predictor of immigrants’ pre-tax and transfer poverty is, not sur-
prisingly, households’ labour market participation. The odds of poverty are almost 23
times lower for households where at least one person is employed (1/exp(-3.120)
=22.65, p<0.001) and around 98 times lower for households with multiple earners
(1/exp(-4.582)=97.71, p<0.001). Type of employment also affects poverty. Immigrant
households with atypically or self-employed persons experience significantly higher
poverty risks than households with standard workers employed full-time and with an
unlimited job contract (reference category). Finally, households with inactive depend-
ents are exposed to higher poverty (number of children: b=0.469, p<0.001; number of
elderly persons aged 65 and above: b=0.203, p<0.05). These results support the hy-
pothesis that structural factors, in particular skills, education, and employment pattern

of households, are central to explaining immigrants’ poverty.

Table 6.1 further contains the models testing the impact of different labour market in-
stitutions. Model 1a and 1b estimate the impact of wage setting institutions. As evident
in Model 1a, the coefficient referring to Kenworthy’s index of wage bargaining coor-
dination points in the expected direction, indicating that higher wage bargaining coor-
dination is related to lower poverty risks based on market income. However, the coef-

ficient is not significant. Comparably, government intervention in wage bargaining

"7 The variables referring to ‘age’ and ‘family composition” have been excluded because they do not
substantially contribute to improve the baseline model. Most categories are not significant at the 10%
level.
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does not affect immigrants’ poverty (see Model 1b). Again, the coefficient is negative,
but not significant. Although the literature suggests that the level of centralisation and
coordination of wage bargaining tends to reduce wage inequalities, especially at the
bottom of the wage distribution (e.g. Pontusson et al. 2002), this does not directly
translate into lower immigrants’ poverty. Nevertheless, the ICC coefficients in both
models decreased from 6.5% to 5.9%, meaning that these determinants account for a

part of unexplained country-level variation.

Model 2a and 2b estimate the impact of minimum wage policies. Neither the index
measuring minimum wage setting nor the level of minimum wages in percentage of
the median wage has a significant impact on immigrants’ poverty. Moreover, the sign
of the coefficient referring to the minimum wage setting is positive, indicating that

stronger involvement by governments increases immigrants’ poverty.

The effect of employment protection legislation concerning regular and temporary
contracts is estimated in Model 3a and 3b. Both parameter values are negative, indicat-
ing that stronger regulations have an alleviating impact on poverty, though these val-
ues are not significant. In sum, these results suggest that labour market institutions on
their own do not contribute to explain cross-national variations in immigrants’ poverty
based on market income. However, as discussed in the theoretical chapter, this thesis
postulates that the impact of national labour market institutions on immigrants’ pov-
erty depends on the inclusiveness of integration policies regulating immigrants’ access

to the labour market.

The moderating effect of immigrants’ access to the labour market

In order to test the labour market hypothesis related to wage setting systems, minimum
wage laws, and employment protection legislation, the Models la — 3b are re-
estimated interacting each labour market policy indicator with the integration policy
index concerning immigrants’ access to the labour market, presented in the previous

chapter.

It should be noted that, besides the household-level characteristics, two additional var-
iables at the country level are included: GDP growth, and share of permits granted for
humanitarian reasons. As discussed in the previous chapters, several contributions em-
phasise the importance of a country’s economic development on poverty. The effect of
different indicators, such as the average GDP growth in the preceding 5 years, em-
ployment growth, as well as the unemployment rate for the whole population and the
immigrant population alone, have been tested. None of these indicators, with the ex-

ception of GDP growth, is related to cross-national variations in immigrants’ poverty.



152 Why are some political economies better than others at incorporating immigrants?

However, the positive coefficient indicates that immigrants living in countries with
higher economic growth are exposed to higher poverty.'® This might be explained by
a country’s immigrant composition, e.g. that wealthier countries are more willing to
take in refugees than countries with less healthy economies. The share of permits is-
sued for humanitarian reasons is also the only indicator of different variables, which is
positively and significantly related to immigrants’ poverty (see Appendix 6.1).'” Gen-
erally speaking, these findings provide little support for the hypotheses that a country’s
economic situation, or the composition of the immigrant population, has an impact on
immigrants’ poverty.

Table 6.2. Determinants of immigrants’ poverty (MI) — the moderating effect of access to the

labour market (incl. control variables)
Model la Model 1b Model 2a Model 2b Model 3a Model 3b

GDP growth (5-year average) 1.039 2.144 0.850 1.995 1.992 1.632
(2.86) (2.39) (2.05) (1.94) (3.46) (2.36)
Permit based statistics, humanitarian 0.0467 0.035 0.061** 0.069*** 0.034 0.037
(%) (0.02) (0.02) (0.02) (0.02) (0.03) (0.02)
Index labour market (LM) -0.529 -0.173 -2.270** -2.412%* -0.977 -0.924
(1.18) (1.19) (0.85) (0.78) (0.99) (0.95)
Wage bargaining coordination -0.065
(0.10)
Wage coordination X access (LM) -0.397
(0.90)
Government intervention 0.000
(0.12)
Government intervention X access (LM) -1.310
(0.85)
Minimum wage setting 0.0537
(0.03)
Minimum wage setting X access (LM) -0.868***
(0.25)
Minimum wage (% of median) 0.007%
(0.00)
Minimum wage X access (LM) -0.124%%*
(0.03)
OECD EPL index (reg.) 0.006
(0.17)
OECD EPL index (reg.) X access (LM) 0.797
(1.75)
OECD EPL index (temp.) -0.058
(0.10)
OECD EPL index (temp.) X access (LM) 1.061
(1.06)
Level 2 Intercept -0.967%** -1.028*** -1.277%%* -1.355%%* -0.956%** -0.988%**
Var (country) 0.144 0.128 0.078 0.067 0.148 0.139
ICC 0.042 0.037 0.023 0.020 0.043 0.040
Log-likelihood -3738.316 -3737.442 -3733.564 -3732.793 -3738.515 -3737.934
LR test 100.256 98.544 50.128 32.989 106.693 103.453
N (households) 9323 9323 9323 9323 9323 9323
N (countries) 18 18 18 18 18 18

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-level vari-
ables (not shown).

"% The coefficient is also significant and positive when using GDP per capita (PPP adjusted, USD).
By contrast to former contributions (Chzhen and Bradshaw 2012, Nelson 2008), this analysis does not
find support that GDP per capita or its natural log transformation reduces poverty. Economic progress
actually increases poverty, at least in the case of immigrants.

19 Other migration-related indicators include the share of immigrants from industrialised countries,
and the share of permits issued for work and family.
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Model la and 1b in Table 6.2 test the interaction between immigrants’ access to the
labour market and wage setting institutions on immigrants’ poverty. As both models
show, the interaction terms referring to the wage bargaining coordination index or
government involvement in the wage bargaining process are not related to immigrants’
poverty. Although the coefficients are negative, as expected, they are not significant at
the 5% level. However, interpreting the effects through differentiation and differences
in predicted values, as the literature suggests, does not yield different results (not

19 Based on the data used in

shown; see Braumoeller 2004, Kam and Franzese 2007).
this thesis, it is not possible to support the hypothesis that the impact of wage bargain-
ing capacity between employers, employees, and the government is moderated by the

integration policies that regulate immigrants’ access to the labour market.

In Model 2a and 2b, the interaction with minimum wage regulations is estimated. Both
interaction coefficients are not only negatively related to immigrants’ poverty, but also
statistically significant. Concerning the impact of government involvement in the min-
imum wage setting in Model 2a, the coefficient suggests that countries are more effec-
tive in reducing immigrants’ poverty if they combine these policies with inclusive in-
tegration policies (b=-0.868, p<0.001). In other words, the marginal effect of mini-
mum wage setting on immigrants’ poverty is stronger in countries where immigrants

are more easily granted access to the labour market.

In order to test whether the interaction is significant across the whole range of values
on the index concerning immigrants’ access to the labour market, the marginal effect
of the minimum wage setting is plotted. Figure 6.1 shows that more regulated mini-
mum wage setting increases immigrants’ poverty when their access to the labour mar-
ket is rather restricted (see left-hand side of the graph). But this effect decreases as
immigrants’ access to the labour market becomes more inclusive. As the figure also
indicates, minimum wage setting has actually a reductive effect on immigrants’ pov-
erty when immigrants are granted facilitated access to the labour market (see right-
hand side of the graph, e.g. in Finland, the Netherlands or Italy; see Appendix B and C
for the descriptive statistics). This means that stronger regulated minimum wage set-
ting not only makes a difference in countries where immigrants are granted facilitated
access to the labour market by reducing their poverty, which is in line with the hy-

pothesis, but also in countries where the barriers to enter the labour market are rela-

"% This is also supported by the LR test comparing the improvement from the simple model with the
lower-order terms versus the complex model including the interaction term. As Appendix 6.2 shows,
the log likelihood parameter hardly changes.
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tively high, i.e. by increasing their poverty. The findings, however, cannot be general-

ised for values between the mean and around + 1.5 standard deviations.
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Figure 6.1. The marginal effect of minimum wage setting on immigrants’ poverty (immi-
grants’ access to the labour market)

Accordingly, the results in Model 2b, when including the level of minimum wage as a
percentage of the median wage, indicate that higher minimum wages have as stronger
effect on immigrant’s poverty risks when combined with inclusive integration policies
(b=-0.124, p<0.001). Moreover, in both models, the coefficients referring to lower-
order term index on immigrant’s labour market access are negative and significant
(b=-2.270, p<0.01 and b=-2.412, p<0.01). Because they are included together with the
interaction term, they can only be interpreted in relation to the particular case where
the minimum wage in per cent of the average wage is set at zero, here the grand-mean
(variables have been centred). These findings provide support for the proponents of
minimum wage policies, who argue that the poverty-alleviating effect prevails over
any adverse effect on employment (e.g. Fortin et Lemieux 1997). In addition, they
suggest that a positive effect is not confined to United States, but applies to advanced

industrialised countries in general, at least with regard to immigrants’ poverty.

Turning to Model 3a and 3b, which test the hypothesis concerning whether the impact
of employment protection on immigrants’ poverty is moderated by the inclusiveness of
integration policies, results indicate that there is no relationship between those factors.
Neither the coefficients nor the figure plotting of the marginal effect of inclusive inte-
gration policies provide empirical evidence that the impact of employment protection

on poverty depends on the access of immigrants to the labour market (figures not
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shown). This could be due to its indirect effect on poverty, through the employment

opportunities and employment conditions of immigrant workers (see below).

Concerning the effect of economic factors and the composition of the immigrant popu-
lation, the share of permits issued for humanitarian reasons is only positively and sig-
nificantly related to immigrants’ poverty in Model 2a and 2b. The coefficient referring
to GDP growth is still positive but not significant, when controlling for a country’s
openness towards refugees.''! Meanwhile, the interaction between labour market insti-
tutions, i.e. collective wage bargaining and employment protection, and the inclusive-
ness of integration policies towards immigrants do not affect immigrants’ poverty. So
far, the findings only provide empirical support that the impact of minimum wage pol-
icies and immigrants’ poverty depends on immigrants’ access to the labour market.
Whether the same conclusions can be drawn focusing on social programs and immi-

grants’ access is discussed in the next section.

6.1.2 Immigrants’ poverty and the impact of social programs

Findings concerning immigrants’ poverty risk after taxes and transfers are presented in
Table 6.3. The intra-class coefficient of the benchmark model indicates that about
5.6% of the variation in immigrants’ poverty can be ascribed to country-level differ-
ences (see Model 0). Concerning household-level characteristics, it can be said that
immigrant households with higher education and skills, multiple earners, and typically
employed members have a lower risk of ending up in poverty. The coefficients hardly
changed in size compared to those in Table 6.1. Only the effect of the employment of
household members on poverty after taxes and transfers has lost in importance, de-
creasing from -3.1 to -1.5 for single-earner households, and from -4.6 to -2.6 for mul-
tiple-earner households. This finding reflects the fact that welfare states, which are in-
directly included in the dependent variable, redistribute income between residents. The
coefficients referring to an immigrant household living with atypically- or self-
employed members are still significant. In relative terms, coefficients concerning self-
employed members have even increased. One explanation could be that self-employed
persons in a number of countries are covered by separate social insurance schemes
(see MISSOC 2007; SSPTW 2006, 2007).

"1t should be noted that the data is on humanitarian permits is missing for Greece. Nevertheless,
when including the control variables separately, i.e. GDP growth and permits on humanitarian reasons,
the interaction term referring to the minimum wage settlement and level of minimum wage remain
significant at the 5% level and 10% level respectively.
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Table 6.3. Determinants of immigrants’ poverty based on disposable income (DPI)

Model 0 Model 1 Model 2a Model 2b Model 3
Ref. low education
Medium -0.52] *** -0.522%%* -0.520%** -0.520%** -0.493 %%
(0.08) (0.08) (0.08) (0.08) (0.08)
High -0.724%%* -0.725%%* -0.717%%* -0.725%%* -0.746%**
(0.10) (0.10) (0.10) (0.10) (0.10)
Mixed, low -0.222% -0.222%* -0.222% -0.223* -0.211*
(0.10) (0.10) (0.10) (0.10) (0.10)
Mixed -0.220 -0.218 -0.214 -0.220 -0.206
(0.15) (0.15) (0.15) (0.15) (0.15)
Mixed, high -0.383** -0.383%* -0.380%** -0.383%* -0.391%*
(0.12) (0.12) (0.12) (0.12) (0.13)
Ref. low service functionaries
Blue collar workers -0.363*** -0.364%** -0.365%** -0.364%** -0.371%%*
(0.09) (0.09) (0.09) (0.09) (0.09)
Mixed service functionaries -0.689*** -0.690%** -0.689*** -0.691%** -0.684%**
(0.13) (0.13) (0.13) (0.13) (0.14)
Socio-cultural professionals -0.766%** -0.766%** -0.769%** -0.767%** -0.729%**
(0.12) (0.12) (0.12) (0.12) (0.12)
Capital accumulators -1.141%** -1.141%%* -1.144%** -1.143%%%* -1.122%%%*
(0.14) (0.14) (0.14) (0.14) (0.14)
Mixed skills, low -0.470%** -0.471%%* -0.476%** -0.469%** -0.448%**
(0.11) (0.11) (0.11) (0.11) (0.12)
Mixed skills -0.593*** -0.595%** -0.593*** -0.593 %% -0.606%**
(0.13) (0.13) (0.13) (0.13) (0.13)
Mixed skills, high -1.953%%* -1.957%%* -1.957*%* -1.954%%* -2.094%%*
(0.40) (0.40) (0.40) (0.40) (0.43)
Other 0.173 0.172 0.177 0.169 0.212%
(0.12) (0.12) (0.12) (0.12) (0.12)
Ref: no one employed
One person -1.463%** -1.463%** -1.464%%* -1.467%%* -1.473%%*
(0.09) (0.09) (0.09) (0.09) (0.09)
Multiple earners -2.639%%* -2.639%%* -2.640%** -2.644%%* -2.601%**
(0.13) (0.13) (0.13) (0.13) (0.13)
Ref. no one employed atypically
At least one person 0.608*** 0.610%** 0.609%** 0.609%** 0.558%**
(0.13) (0.13) (0.13) (0.13) (0.13)
All 0.810%** 0.810%*** 0.807*** 0.809*** 0.816%***
(0.08) (0.08) (0.08) (0.08) (0.08)
Ref. no one self-employed
At least one person 0.764%** 0.764*** 0.764%** 0.764*** 0.772%**
(0.14) (0.14) (0.14) (0.14) (0.15)
All 1.002%*** 1.001*** 1.004%** 1.001*** 1.006***
(0.10) (0.10) (0.10) (0.10) (0.10)
Number of children < 13 0.215%** 0.215%** 0.215%** 0.216%** 0.212%%**
(0.03) (0.03) (0.03) (0.03) (0.03)
Number of persons > 65 -0.515%** -0.516%** -0.515%** -0.516%** -0.505%**
(0.12) (0.12) (0.12) (0.12) (0.12)
Unemployment generosity -1.337
(0.97)
Traditional family benefits -0.037*
(0.02)
Dual-earner support -0.004
(0.00)
Minimum income protection -0.021%*
(0.01)
Constant 0.206 0.222 0.247% 0.259% 0.2401
(0.14) (0.14) (0.13) (0.14) (0.13)
Level 2 Intercept -0.820%** -0.866%** -0.948*** -0.865%** -0.996%**
Var (country) 0.194 0.177 0.150 0.177 0.136
ICC 0.056 0.051 0.044 0.051 0.040
Log-likelihood -3928.476 -3927.546 -3926.634 -3927.685 -3796.865
LR test 260.401 242.263 136.342 213.625 107.430
N (households) 9585 9585 9585 9585 9323
N (countries) 19 19 19 19 18

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001.

A last observation is that the impact of younger and older household members on pov-

erty changed. Although immigrant households with more children are still exposed to
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higher poverty risks, the effect has decreased, indicating that welfare states address the
need of families and help them out of poverty. By contrast, the coefficient referring to
the number of elderly household members appears now to be negatively related to
poverty, which might be ascribed to supplementary income from pensions (b=-0.515,
p<0.001).

In Models 1 to 3, particular social programs are included one by one. The first model
refers to unemployment generosity measured by net replacement rates (see Model 1).
Although the coefficient is negative, indicating that more generous unemployment

programs reduce immigrants’ poverty, the coefficients are not significant.

The effect of family-related programs is tested in Model 2a and Model 2b, respective-
ly. When the generosity of traditional family benefits is introduced in Model 2a, this
factor has a significant and negative effect on immigrants’ poverty (b=-0.037, p<0.05).
Consequently, more generous family allowances improve the financial situation of
immigrant households. Accordingly, Model 2b shows that dual-earner support, i.e. the
involvement of welfare states supporting the employment of mothers, has an alleviat-

ing impact on poverty. However, the coefficient is not significant.

Finally, Model 3 estimates the effect of social assistance programs. The results indi-
cate that immigrants living in countries with more generous minimum income protec-
tion experience lower poverty than their counterparts in countries with more rudimen-
tary benefits. An increase of minimum income protection (in % of the average wage)
by 10 percentage points, e.g. introducing Norwegian social assistance levels in Austria
(48% versus 38%), decreases immigrants’ poverty by 21% (1/exp(-0.021)=1.21,
p<0.05).

That both traditional family benefits and minimum income support can explain cross-
national variations in immigrants’ poverty risks is also evident in the change of the re-
spective intra-class coefficients. The unexplained cross-national variations decreases
from 5.6% to 4.4% when adding traditional family benefits in Model 2a, and to 4% in
the case of social assistance programs (Model 3). Whether these effects are more pro-
nounced in countries with more inclusive access of immigrants’ to particular social

programs is estimated in the following section.

The moderating effect of immigrants’ access to social programs

As for immigrants’ poverty based on market income, the effect of different economic
and migration-related macro-level variables has been tested (see Appendix 6.3). In
sum, the results concerning economic factors such as GDP and employment growth, as

well as immigrants’ unemployment rate, are not significant. Moreover, a country’s re-
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distributive effort, measured as social expenditures in percentage of GDP, is not relat-
ed to immigrants’ poverty either. Only a country’s prevailing unemployment rate has a
significant effect. Here, the coefficient is positive, indicating that higher unemploy-
ment rates are related to higher poverty based on disposable income (b=0.100,
p<0.10). Turning to the composition of the immigrant population, only the share of
immigrants born in industrialised countries is significant and negative, suggesting that
immigrants’ poverty is higher in countries with higher shares of immigrants born in
less developed countries. Both factors are included as control variables in order to test
the hypothesis if the poverty alleviating effect of more generous social programs on
immigrants’ poverty is stronger in countries that grant more inclusive access to these

particular programs than in countries where the access is more restricted.

Table 6.4. Determinants of immigrants’ poverty (DPI) — the moderating effect of access to so-
cial programs (incl. control variables)

Model 1 Model 2a Model 2b Model 3
Industrialised countries, % foreign born -0.011¢ -0.005 -0.007 -0.003
(0.01) (0.01) (0.01) (0.01)
Unemployment rate (%) 0.089 0.136%** 0.142%** 0.0857
(0.05) (0.04) (0.04) (0.05)
Index access (unemployment) -0.731
(0.63)
Unemployment generosity -1.167
(0.86)
Unemployment generosity X access (progr.) -0.367
(7.08)
Index access (traditional family programs) -0.962%**
(0.28)
Traditional family benefits -0.021
(0.02)
Family benefits X access (progr.) 0.090%
(0.05)
Index access (dual-earner support) -0.505
(0.37)
Dual-earner support -0.008%**
(0.00)
Dual-earner support X access (progr.) 0.025%*
(0.01)
Index access (social assistance) -0.472
(0.31)
Minimum income protection -0.017
(0.01)
Social assistance X access (progr.) 0.074%*
(0.02)
Level 2 Intercept -1.089%** -1.519%** -1.542%%* -1.297%**
Var (country) 0.113 0.048 0.046 0.076
IccC 0.033 0.014 0.014 0.022
Log-likelihood -3924.099 -3918.176 -3918.636 -3792.317
LR test 84.128 21.567 15.953 43.299
N (households) 9585 9585 9585 9323
N (countries) 19 19 19 18

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-level vari-
ables (not shown).

The results are summarised in Table 6.4. Concerning the control variables, the share
foreign-born immigrants from industrialised countries only has an effect in the unem-

ployment-generosity model. By contrast, the effect of a country’s prevailing level of
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unemployment is consistently significant and positively related to immigrants’ poverty
in all models. This finding not only suggests that a country’s prevailing economic situ-
ation also hits immigrants, but also that it is more important than the economic situa-
tion of the immigrant population as the migrant-specific unemployment rate is not re-

lated to their poverty (not significant, results not shown).

In Model 1, the generosity of unemployment benefits is interacted with the inclusive-
ness of unemployment programs towards immigrants. Neither the interaction coeffi-
cient in Table 6.4, nor results from the differentiation are significant (not shown). In
other words, this findings do not support the hypothesis that the effect of the generosi-
ty of unemployment programs on immigrants’ poverty depends on whether they are
more or less easily entitled to unemployment programs. It should be noted that these
findings are in line with previous studies. For example, Scruggs and Allan’s (2006,
899) results also indicate that unemployment insurance programs have no significant
effect on relative poverty of the working-age population (see also Moller et al. 2003).
This could be explained by the countervailing effect of unemployment levels on pov-
erty (b=0.089, p<0.10), which may not be offset by the effect of generous unemploy-

ment benefits.
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Figure 6.2. The marginal effect of traditional family programs on immigrants’ poverty (immi-
grants’ access to traditional family support)

When testing interaction models including family-related programs, the results partly
support the hypothesis that the effect of family-related social programs on immigrants’
poverty depends on the inclusiveness of access to these programs. Model 2a displays
the results of interaction between integration policies and the generosity of traditional

family benefits. The interaction term is significant at the 10% significance level, but
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112
However, the

the direction is opposite of what was expected (b=0.090, p<0.10).
lower-order terms, referring to the traditional family benefit and immigrant family
benefit access, are both negative. In order to facilitate the interpretation, Figure 6.2 de-
picts the marginal effect of traditional family benefits. It shows that the reductive ef-
fect of generous traditional family benefits on immigrants’ poverty is stronger when
immigrants’ access to traditional family benefits is rather exclusive. But the marginal
effect of traditional family benefits is only significant at the 5% level where the inte-
gration index is below -0.8 standard deviations (e.g. the United States and the United
Kingdom, see Appendix C). In other words, while the generosity of traditional family
benefits is more decisive in countries with stricter access of immigrants to this type of

benefits, the effect fades away in more immigrant-friendly welfare states.

The same pattern is also evident in Model 2b, which includes the interaction between
dual-earner support and immigrants’ access to these programs. The interaction term is
positive and significant (b=0.025, p<0.05), while the direction of separately included
interaction components, immigrants’ access and the dual-earner support, are both neg-
ative (b=-0.505, n.s., and b=-0.008, p<0.01).
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Figure 6.3. The marginal effect of dual-earner support on immigrants’ poverty (immigrants’
access to dual-earner support)

Figure 6.3 plotting the marginal effect of dual-earner support indicates that this finding

can be interpreted according to the traditional family benefit model; the reductive pov-

"% The findings, however, should be interpreted with caution. The resulting test statistic from perform-
ing the likelihood ratio test between the simple model without the interaction term and the more com-
plex model is barely significant at the 10% significance level (LR chi’=2.82, p=0.093, see also Ap-
pendix 6.4).
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erty effect of generous policies enhancing the employment of mothers is stronger in
countries with less inclusive access of immigrants to dual-earner support. More pre-
cisely, the moderating effect is only significant where the values of the inclusiveness

of integration policies are below the mean.

It should be mentioned that the same results are yielded when including the compo-
nents of dual-earner support index, i.e. full-rate equivalent of paid parental leave and
length of maternal leave in weeks. Interestingly, concerning the length of maternity
leave, the interaction term is also significant for higher values, i.e. more inclusive ac-
cess to dual earner support, indicating that longer paid parental leaves are associated
with higher immigrants’ poverty in countries where the access to this type of policy is
more inclusive. In other words, policies that support longer maternal absences have a
positive impact on poverty. This finding might be explained by the reduced labour
force attachment of mothers, and has also been empirically supported by other studies
(Pettit and Hook 2005, Misra et al. 2007). By contrast, the interaction term in the mod-

el containing the share of enrolment rates of preschool children in formal care or early

educational services is not significant.
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Figure 6.4. The marginal effect of minimum income protection on immigrants’ poverty (im-
migrants’ access to social assistance)

Finally, when adding the interaction between minimum income protection and immi-
grants’ access to social assistance in Model 3, the hypothesis can be supported. Immi-
grants’ poverty not only depends on whether they are living in a generous welfare state
but also whether they are granted access to these benefits. The interaction term is posi-
tive and significant (b=0.074, p<0.01). When plotting the interaction term, it is evident

that the generosity of minimum income protection has an impact on immigrants’ pov-
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erty, but only in countries where immigrants’ access to social assistance is rather ex-

clusive, i.e. below the sample mean (see Figure 6.4).

Common to all figures presented above, is that the marginal effect of generous social
programs on immigrants’ poverty disappears as immigrants’ access to social programs
becomes more inclusive. This means that, in countries with relatively generous social
programs, stronger restrictions of access to these programs results in lower levels of
immigrant poverty than in countries where such access is less restricted. Since these
graphs display the marginal effect of social programs, it does not simply indicate that
immigrants’ poverty increases in countries with more inclusive access and generous
social programs. Rather, it points to the poverty-reducing effect of social programs in
countries with more inclusive access towards immigrants as being less pronounced
than in countries with rather restricted access. In other words, the effect of generous
social programs on immigrants’ poverty is stronger in countries with rather exclusive
access of immigrants to social programs. These results are at odds with the hypothesis
formulated in the theoretical section that more generous social programs have a larger
alleviating effect on immigrants’ poverty in countries where immigrants are granted
more inclusive access to social programs than where such access is more restrictive.
One explanation, at least for the access of immigrants to social assistance programs,
could be that the respective index has been coded as rather restrictive in countries
where reliance on social assistance programs threatens the renewal of residence per-
mit, e.g. as in Switzerland or Germany, while this may not have direct consequences

on immigrants’ poverty levels.

6.1.3 Robustness tests

The findings so far partly support the hypotheses, proposed in the theoretical chapter,
that more inclusive integration policies moderate the effect of labour market policies

and social programs on immigrants’ poverty.

However, as the closer examination
has indicated, the United States is an extreme case (see also Alesina and Glaeser
2004)."'" On the one hand, immigrants’ poverty rate is considerably higher in the
United States than in the other countries included in the analysis. On the other hand,

immigrants’ access to different social programs is among the most exclusive. Moreo-

" The results are also comparable, when using the alternative equivalence scale proposed by LIS,
which in contrast to the OECD scale assigns the same weight to each household member regardless
whether referring to a child or an adult (see Chapter 3.3.1). The main difference is that the interaction
concerning traditional family benefits is not significant (results not shown).

"% Alesina and Glaeser (2004) argue that the American exceptionalism to redistribute income and
fight poverty compared to Eurpe is in particular related to the racial and ethnic heterogeneity besides
different history, culture and political institutions.
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ver, the sample of immigrant observations is highly unbalanced across countries. The
US-American cases make up almost 20% of all cases (N=1950), while the respective
number for Denmark, Finland and Portugal are below 200."" Therefore, the models

presented above have been re-estimated excluding the United States.

Immigrants’ poverty based on market income

The results referring to immigrants’ poverty based on market income are presented
Table 6.5. At first glance, the exclusion of the United States from the data yields re-

sults comparable to those discussed above.

Table 6.5. Determinants of immigrants’ poverty (MI) — the moderating effect of access to the
labour market, excluding the United States

Model la Model 1b Model 2a
incl. US excl. US incl. US excl. US incl. US excl. US
Index labour market (LM) -0.529 1.427 -0.173 1.733 -2.270%% 3.8 7%%*
(1.18) (1.66) (1.19) (1.23) (0.85) (0.98)
Wage bargaining coordination -0.065 -0.004
(0.10) (0.10)
Wage coordination X access (LM) -0.397 -1.644
(0.90) (1.20)
Government intervention 0.000 -0.020
(0.12) (0.10)
Government intervention X access (LM) -1.310 -2.458%*
(0.85) (0.84)
Minimum wage setting 0.0537 0.088**
(0.03) (0.03)
Minimum wage setting X access (LM) -0.868***  _] 324%%%*
(0.25) (0.28)
Model 2b Model 3a Model 3b
incl. US excl. US incl. US excl. US incl. US excl. US
Index labour market (LM) -2.412%* -2.300%* -0.977 -0.230 -0.924 -0.576
(0.78) (0.89) (0.99) (1.12) (0.95) (1.08)
Minimum wage (% of median) 0.007% 0.007*
(0.00) (0.00)
Minimum wage X access (LM) -0.124%%% () ] 25%**
(0.03) (0.03)
OECD EPL index (reg.) 0.006 0.148
0.17) (0.20)
OECD EPL index (reg.) X access (LM) 0.797 -0.561
(1.75) (2.06)
OECD EPL index (temp.) -0.058 -0.025
(0.10) (0.10)
OECD EPL index (temp.) X access (LM) 1.061 0.790
(1.06) (1.15)

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-level and
macro-level control variables. Coefficients and random parameter estimates are not shown.

In Model 1a and 1b, the interaction concerning the wage setting indicators is estimat-
ed. The interaction coefficient related to Kenworthy’s wage-setting coordination index
remains negative but insignificant (see Model 1a). Focusing on European countries as
well as Australia and Canada, the level of collective wage bargaining dependent on the

inclusiveness of integration policies does not contribute to an explanation of cross-

"> However, the latter is less problematic because the global (or country-specific) coefficients and
standard errors are estimated based on the observed deviations within each country, which vary de-
pending on sample size and the variance within the country. Here, I thank Peter Selb for clarifications.
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national variations in immigrants’ poverty. However, the interaction coefficient in the
model concerning government involvement in the wage setting in Model 1b remains
negative but becomes significant upon exclusion of data from the United States (b=-
2.458, p<0.01). Inspecting the marginal effects of the inclusiveness of the labour mar-
ket integration index across the whole range of values of government involvement in
wage setting, the results show that the inclusiveness of integration policies only mat-
ters in countries where governments either participate directly in the wage bargaining
process or are not at all involved (£1 SD, figure not shown). This first case supports
the hypothesis that the effect of government intervention in wage settlement has a
stronger poverty-alleviating impact on immigrants’ poverty in countries granting im-
migrants facilitated access to the labour market than in more restrictive countries. But,
in countries where the government involvement is only minimal, the inclusiveness of
integration policies actually has a positive effect on immigrants’ poverty. This finding
suggests that immigrants’ access to the labour market only has an alleviating impact
on poverty when combined with more strongly regulated labour market policies. The

opposite is actually the case in countries where governments do not intervene.

In Model 2a and 2b, the results including interaction with minimum wage setting and
level of minimum wages, respectively, remain unaltered. The interaction terms remain
significant when excluding the United States. The alleviating effect of higher regulated
minimum wage on immigrants’ poverty is stronger in countries that grant immigrants
easier access to the labour market than in countries with more restrictive access. In
contrast to Model 2a, where the interaction coefficient referring to minimum wage set-
ting changed from -0.868 (p<0.001) to -1.324 (p<0.001), the respective coefficient
when including the interaction term with the level of minimum wage hardly changed
at all. As in Figure 6.1, the marginal effect of inclusive integration policies is still only
significant for values above the mean when looking at the minimum wage setting in-
dex and the minimum wage relative to the average wage above the mean (figures not
shown). Nevertheless, these findings are interesting because they show that the pov-
erty alleviating impact of minimum wage is, at least for immigrants, not a US-
American peculiarity, as the few mainly country-specific studies indicate (Addison
and Blackburn for the US, Leigh 2007 for Australia, Miiller and Steiner 2008 for

Germany).

Concerning the models testing interactions between immigrants’ access to the labour
market and the employment protection legislation of regular and temporary contracts
(see Model 3a and 3b), the coefficients from the multilevel analysis in Table 6.5 and

those related to the marginal effect show that even when excluding the United States
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the results do not change. The impact of stricter regulated labour markets in terms of
employment protection on immigrants’ poverty is not related to their access to the la-

bour market.

In sum, closer examination suggests that results are not mainly driven by the United
States, but also apply to the other countries included in the analysis. To further test the
robustness of the results, the jackknife estimation is used. This method estimates each
regression model, i.e. their coefficients and standard errors, N-1 times by excluding
one country at a time. The results show that the interaction terms, except in the model
referring to the level of minimum wage as a percentage of the median wage, are not
significant (see Appendix 6.5). This is mainly due to the higher standard errors. As a
consequence, this thesis cannot definitively conclude that immigrants’ access to the

labour market moderates the impact of labour market institutions on their poverty.

Immigrants’ poverty based on disposable income

Table 6.6 summarizes the respective results concerning immigrants’ poverty after tax-
es and transfers. Anticipating the outcome, the United States is the main driver of the
findings discussed above. The interaction terms in all models without the United States
are not significant. However, it should be mentioned that, despite non-significant coef-
ficients, the direction of the interaction coefficients and the lower-order terms re-

mained unchanged, though their size decreased.

Table 6.6. Determinants of immigrants’ poverty (DPI) — the moderating effect of access to so-
cial programs, excluding the United States

Model 1 Model 2a Model 2b Model 3
incl. US excl. US incl. US excl. US incl. US excl. US incl. US excl. US
Index access (unemployment) -0.731 -0.697
(0.63) (0.48)
Unemployment generosity -1.167 -0.760
(0.86) (0.66)
UE generosity X access -0.367 -1.242
(progr.) (7.08) (5.39)
Index access (traditional family programs) -0.962%**%  -0.687*
(0.28) (0.33)
Traditional family benefits -0.021 -0.011
(0.02) (0.02)
Family benefits X access (progr.) 0.0907F 0.015
(0.05) (0.09)
Index access (dual-earner support) -0.505 -0.140
(0.37) (0.77)
Dual-earner support -0.008**  -0.006F
(0.00) (0.00)
Dual-earner sup. X access (progr.) 0.025%* 0.016
(0.01) (0.02)
Index access (social assistance) -0.472 -0.128
(0.31) (0.37)
Minimum income protection -0.017 -0.009
(0.01) (0.01)
Social assistance X access (progr.) 0.074%* 0.036

0.02)  (0.04)

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-level and
macro-level control variables. Coefficients and random parameter estimates are not shown.
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These findings are further supported when running the jackknife estimation (see Ap-
pendix 6.6). The implication for this thesis is as follows. The theoretical framework
and the hypotheses related to social programs and immigrants’ access to the welfare
contribute to an explanation of cross-national variations in immigrants’ poverty, but
with notable differences mainly between the United States and rest of the countries in-
cluded in the analysis, i.e. European countries, Australia, and Canada. However, the
theoretical framework cannot account for cross-national variations between countries
excluding the US. As a result, immigrants’ poverty in those countries depends on other
factors and mechanisms not considered in the theoretical framework. The following
chapter presents alternative explanations that could explain cross-national variations in

immigrants’ poverty.

6.2 Discussion

The main finding of this chapter is that the theoretical framework developed in this
thesis combining the institutional setting of the labour market and welfare system with
integration policies, and including alternative economic and immigration-related ex-
planations as well as structural factors does not suffice to explain cross-national varia-
tions in immigrants’ poverty.

First, concerning the moderating effect of integration policies on the relation between
the labour market, the welfare system, and poverty, the results only partly support the
main hypotheses derived in the theoretical chapter. The first hypothesis, that more
regulated labour market policies have a greater alleviating effect on immigrants’ pov-
erty in countries with inclusive integration policies concerning labour market access
than in countries with more exclusive integration policies, is only upheld when dis-
cussing minimum wage policies. More inclusive integration policies have a stronger
reductive effect on immigrants’ poverty in countries where governments are more in-
volved in minimum wage setting and where minimum wages in relation to the median
wage are set at higher levels. The results testing the second main hypothesis, that inte-
gration policies moderate the impact of generous welfare benefits on poverty, indicate
that more inclusive integration policies in terms of immigrants’ access to social pro-
grams have a stronger poverty-alleviating effect, but only in countries where social
programs are less generous. The reductive effect of inclusive integration policies de-
clines as the generosity of social benefits, namely traditional family benefits, dual-
earner support and social assistance, increases. However, as the robustness test shows,

these findings have to be put into perspective due to the inclusion of the United States,
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a country with relatively strict immigrant access to the labour market and the welfare

state, basic social benefits, and high poverty levels of immigrants.

Second, alternative explanations concerning economic factors and a country’s immi-
grant population composition at the country level also do not substantively contribute
to explaining observed cross-national variations. Using poverty based on market in-
come only, GDP growth and the share of permits issued for humanitarian reasons has a
significant impact, while the models using poverty rates after taxes and transfers show
that the level of unemployment positively influences immigrants’ poverty (see Appen-
dix 6.1 and 6.2). It should be mentioned that labour market and social policies per se
do not explain cross-national variations. Wage setting institutions, minimum wage
laws, and employment protection legislation have proven unrelated to immigrants’
poverty. This is also the case for unemployment benefit generosity, family-related
benefits and minimum income protection, at least when excluding the United States

(results not shown).

Finally, only the effect of structural factors at the household level can be empirically
supported. Socio-demographic characteristics have a consistent impact on immigrants’
poverty. In general, immigrant households with lower educational attainments and
skills, lower labour market attachments, those employed in atypical occupations, and
those with higher shares of non-active household members (children and elderly) are
exposed to higher poverty risks, regardless of whether poverty is measures before or

after taxes and transfers.

There are different explanations as to why there is no support for the main hypotheses.
These are related to the method, the data, and the theoretical framework, which are
discussed in the remaining part of this chapter. First, the estimations carried out in this
chapter were done with a relatively small sample of immigrant observations. In addi-
tion, the immigrant samples across countries are highly unbalanced. As mentioned
above, the ratio of biggest country (the United States) to the smallest country (Portu-
gal) is over 20:1. Despite this problem, this thesis used multilevel analysis because the
preliminary multilevel simulations carried out by Maas and Hox (2005, 86) indicate
that extreme imbalance between data elements does not have a strong influence on
multi-level maximum likelihood estimates or their standard errors. The re-estimations
of the models based on the jackknife estimations, however, indicate the opposite. Re-
lated to this problem is the fact that existing multilevel estimation techniques do not
allow weighting the observations per country or including survey-specific weights.
The latter is even more problematic due to the selection bias of immigrants participat-

ing in income surveys.
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The second explanation concerning the data used for the analysis is also related to im-
possibility of survey-specific weighting. Besides the small immigrant samples, income
surveys do not provide enough information on the immigrant background of the re-
spondents, such as years since arrival in the host country, language proficiency, and
reasons for immigration (e.g. due to employment, family reunification, or humanitari-
an considerations). These are all factors that affect immigrants’ poverty risks, though
sometimes indirectly. This thesis partly addressed this impact by controlling for the
composition of the immigrant population at the macro-level, and finds scant empirical
evidence that the share of immigrants born in industrialised countries as well as the
share of permits issued for humanitarian issues matter. In addition, the analysis should
also control for the type of residence permits immigrants have been granted. As chap-
ter 5 shows, this influences whether immigrants are granted access to the labour mar-
ket and social programs.''® Another critical point is the aggregation of immigrants
originating from EU member countries and non-EU countries, which has been done
for the European countries, due to the low number of immigrant observations. As the
descriptive analysis shows, the economic and social rights of third-country nationals
differ from those of Union citizens and their family members, which are granted al-
most equal access to the labour market and the welfare state as nationals. This pro-
ceeding not only neglects that the impact of the labour market and welfare systems
might differ between EU citizens and third-country nationals, but also that the immi-

. L. .. . . 11
grant composition related to the country of origin varies across countries.'"’

Leaving methodological and data-related explanations aside, the mechanisms explain-
ing cross-national variations in immigrants’ poverty are more complex than those test-
ed in this chapter.'" This is especially evident concerning the findings related to im-
migrants’ poverty based on market income. While the theoretically closer link between
minimum wage regulations and poverty has been consistently supported by the empir-
ical results presented above, labour market institutions such as wage bargaining and
employment protection legislation might not directly affect immigrants’ poverty. As

argued in theoretical chapter, they influence rather the employment opportunities and

' At least for the data used here, when looking at the income distribution, it can be said that immi-
grants are represented in all income deciles, but they tend to be concentrated in the lower bottom
across countries, regardless whether measured by income before or after taxes and transfers (results
are available from the author).

""" For example, in Switzerland the share of immigrants from the EU-15 countries is above 50% com-
pared to around 14% in Germany and Greece (see Chapter 4).

"% Plotting immigrants’ access to the labour market and social programs with the respective national
labour market and social policies (see Appendix 6.7 and 6.8) further supports this point. No consistent
pattern between the main independent variables, i.e. integration policies, labour market and social pol-
icies, can be observed.
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earnings of immigrants, which in turn affect their poverty risks. That it is necessary to
disentangle this effect into separate components is also supported by the findings of
this chapter. On the one hand, socio-demographic characteristics such as employment
patterns of households, or the type of employment pursued by their members (e.g.
atypical or self-employment), are among the strongest predictors of immigrants’ pov-
erty. On the other hand, this chapter finds robust support for the reductive effect of
immigrants’ access to the labour market on immigrants’ poverty related to minimum
wage (in % of the median wage). These results indicate that employment-related
household characteristics as well as labour market policies that affect households’
earnings more directly have an alleviating impact on poverty. Therefore, the impact of
labour market institutions on immigrants’ poverty via their employment opportunities

and earnings needs to be examined more in detail.

Concerning wage setting institutions or employment protection legislation, one reason
why immigrants’ access to the labour market has no reductive effect on their poverty,
dependent on a country’s coordination and centralisation of wage bargaining or em-
ployment protection legislation, could be that they do not affect all workers to the
same extent. As the dualisation literature indicates, certain groups such as women,
low-skilled workers, and young workers tend to work in sectors or be employed by
work contracts that are not covered by those regulations. Although countries might put
immigrants on par with non-immigrants in terms of labour market access, if immi-
grants are overrepresented among those groups, they are excluded from the beneficial
effect of wage setting or employment protection. While this explanation would imply
that further scrutiny of the explanatory factors affecting employment opportunities of
both immigrants and non-immigrants is necessary, a secondary reason could be that
immigrants and non-immigrants do indeed have different economic rights, rights that
are not captured by the integration policy index used in this thesis. This means that ac-
cess to the labour market measured in terms of immigrants’ right to freely choose their
employment is just one aspect, and that other economic rights could be more important
with regard to collective wage bargaining or employment protection. Examples are
whether immigrants have the right to equal pay, to equal treatment concerning em-
ployment conditions and protection, or to appeal if employers violate the agreements
made in the work contract (see also Ruhs 2011).

The results of this chapter concerning immigrants’ poverty after taxes and transfers are
more intriguing, i.e. that the interaction between the immigrants’ access to the welfare
state and the generosity of social programs has no effect on poverty. Moreover, the re-

sults indicate that if there is a moderating effect as the generosity of social programs



170 Why are some political economies better than others at incorporating immigrants?

increases, the reductive effect of the inclusiveness of social programs on poverty will
likely decline and not, as expected, increase. Although different empirical studies have
shown that the generosity of social programs has a direct impact on poverty (e.g.
Moller et al. 2003, Misra et al. 2007, Backman 2009), this chapter does not find empir-
ical evidence that this is also the case for immigrant households. This could be for dif-
ferent reasons, related on the one hand to the development of the welfare state in gen-
eral, and on the other hand to immigrants’ access to social benefits. Since the 1990s,
welfare states have been confronted with retrenchment. As the literature shows, this
goes hand in hand with restricting eligibility and raising conditions for obtaining social
benefits, which mainly affect those individuals with relatively low labour market at-
tachment (Emmenegger and Careja 2012). At the same time, countries have moved
from passive to active social programs linking entitlement more closely to employ-
ment, e.g. making receipt of benefits contingent on the effort that is made by benefi-
ciaries towards finding employment (e.g. contributions in Morel et al. 2009). While
those reforms in general might address all residents, immigrants could be more strong-
ly affected because they tend to be overrepresented among those with weak labour

market attachment (Causa and Jean 2007).'"

In addition, although immigrants have
formal social rights, these might not match their substantive (or de facto) social rights.
As mentioned in the previous chapters, the legal stay of immigrants in the host country
often depends on the financial income they can procure for themselves and their fami-
lies. Welfare dependency, at least of means-tested programs, could put their stay at
risk.'*” Therefore, although immigrants have access to social programs by law, they
may not use them. This could be a reason why there is no social-program generosity-

dependent reductive effect of integration policies on immigrants’ poverty.

Finally, three factors, which have been marginally addressed in this thesis, need fur-
ther empirical and theoretical consideration: immigration policies, direct integration
policies, and active labour market policies. First, immigration policies should play a
more prominent role and be considered as a separate explanatory factor in the empiri-
cal analysis. In the theoretical chapters, it has been emphasised that immigration poli-

cies regulate the inflow of immigrants and the composition of a country’s immigrant

"% An example is reform of the starthjaelp (for immigrants and citizens that have not lived for the last 7
years in the country), where the social benefits of long-term recipients were cut by replacing one’
partners benefit with a partner’s supplement (see Brochman and Hagelund 2011, 18f.).

2% Discretionary practices by bureaucracies and administrative bodies, or simply immigrants’ lack of
knowledge concerning their social rights could be other explanations. Borjas and Hilton (1996, 596f.)
show for the United States that immigrant nationalities differ in relation to the social benefits they re-
ceive. They explain by ethnic networks communities, who pass the information about particular pro-
grams to newly arrived immigrants.
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population, which indirectly affect their socio-economic outcomes. We can further ex-
tend the example, made in the previous chapters, that countries with a higher share of
labour immigrants, as opposed to refugees and family reunification, should have lower
immigrants’ poverty because the former can be more easily integrated into the labour
market. An example is whether countries allow mainly low-skilled immigrants to enter
the country, as is the case with the United States, or try to attract highly qualified
workers. However, even between countries that economically select highly-skilled
immigrants, further differentiations can be made, e.g. whether immigration of highly-
skilled persons with general human capital is pursued (e.g. in Canada) or whether the
focus lies rather on the rapid employability of immigrants (e.g. in Australia, Haw-
thorne 2008)."*" As different studies show, the selection of immigrants affects their la-
bour market integration, which in turn could explain cross-national variations in im-
migrants’ poverty (see also Miinz 2008). However, rather than taking a snapshot of the
immigration policies, it would be promising to look at changes during the last few
decades. As recent reforms of immigration policies show, advanced industrialised
countries have shifted their focus more strongly towards skilled immigration
(SOPEMI 2008).'** Moreover, the account of previously implemented immigration
policies could also help to explain the socio-economic integration of long-term settled
immigrants. Emphasising a country’s practices in selecting immigrants and the related
conditions particular types of immigration categories have to fulfil could therefore
shed some light on why immigrants in some countries are better incorporated than in
others.

The second factor refers to direct integration policies, which reveal a country’s effort
to actively promote the integration of immigrants. They are different from the indirect
integration policies analysed in this thesis, which refer to the extent to which existing
public policies integrate immigrants (see also Hammar 1985). Along with the immi-
gration policy reforms mentioned above, a number of countries have also introduced
special measures addressing immigrants already living in the country, which mainly
intend to improve their language skills and the knowledge of the society (SOPEMI
2006, Goodman 2010).'* Although the primary aim of these integration policies is to

facilitate the social integration of immigrants by enhancing their familiarity with the

2! Differences are whether point systems besides educational qualifications and language proficiency
also award previous experience in a professional field with occupations in demand (Hawthorne 2008).
122 For example, the Dutch government in a cabinet policy paper in 2006 aimed to shift immigration
policies towards the attraction of highly qualified immigrants. Comparably, the German legislation has
implemented regulations that facilitate the immigration of high-skilled persons (SOPEMI 2008).

' The introduction of language and civic requirements, especially those before arrival, also more or
less explicitly aim to limit the family immigrants (see Groenendijk 2011, 14).
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country, the language as well as the social values, these integration policies might also
have a spillover effect on their economic integration and their labour market opportu-
nities (e.g. through language proficiency). Moreover, different countries combine lan-
guage courses with personal vocational guidance, vocational training and work experi-
ence (e.g. Belgium, Canada, Sweden, see SOPEMI 2006 for an overview). Therefore,
cross-national variations in the direct integration policies focusing on the labour mar-
ket integration of immigrants could also serve as an explanation for differences in im-
migrants’ poverty.

The impact of active labour market policies, which address all residents regardless of
the immigrant background, on poverty is related to this previous point. Although the
focus has been on traditional job and income protection, this type of labour market
policy, which aims to facilitate the labour market participation of the inactive popula-
tion, might provide an alternative explanation for cross-national variations in immi-
grants’ poverty. The efforts of countries to actively promote labour market entry of
school leavers and those not participating in the labour market might not only have
positive effects on non-immigrants’ socio-economic outcomes but also on those of
immigrants. As the findings of this chapter highlight, labour market participation is
central to reducing poverty. Moreover, the literature indicates that a shift from welfare
to work has taken place over the last decades, though the origin of this shift in practice
and perspective dates back to 1950s Sweden. This development is not only related to
work incentives, benefits conditionality, and sanctions for putting individuals back to
work, known as workfare, but also to the investment in education and further training,
and provision of services such as job search programs and job subsidies (see Bonoli
2009). Although these programs are not designed to integrate immigrants in particular,
they could improve their employment chances and thus reduce their poverty risks. For
example, job training might have a positive effect because employers often underesti-
mate immigrants’ educational credentials. Although the success of these policies is
contested (e.g. Martin and Grubb 2001, contributions in Morel et al. 2009), the availa-
bility of these programs could explain cross-national variations in immigrants’ pov-
erty.

To conclude, despite difficulties related to the method and the data, it is too early to
abandon the theoretical framework developed here. The findings suggest that more
emphasis should be put on the relation between employment and poverty. This section
has argued that the theoretical framework needs further refinement in relation to im-
migration and integration policies as explanatory factors, but also to consider the im-

pact of active labour market policies on poverty levels of immigrants across countries.
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Appendix 6.1. Determinants of immigrants’ poverty (MI) — economic factors and
immigrant population

Model 1 Model 2 Model3  Model4  Model 5 Model 6 Model 7  Model 8
GDP growth (5-year average)  4.475%*
(1.84)
Employment growth (2006) -0.022
(0.11)
Unemployment rate (%) 0.001
(0.06)

Unemployment rate (immi- 0.016

grants) (0.03)
Industrialised countries, % -0.006

foreign born (0.01)
Permit based statistics, work -0.016

(%) (0.01)
Permit based statistics, fami- 0.011

ly (%) 0.01)
Permit based statistics, hu- 0.045%%*

manitarian (%) (0.02)
Level 2 Intercept -0.888%**  _0.737***  -0.735%**  _(0.741%F*  _0.753*** _0.760%** -0.774%F*% -0.885%**
Var (country) 0.169 0.229 0.230 0.227 0.222 0.219 0.213 0.170
ICC 0.049 0.065 0.065 0.065 0.063 0.062 0.061 0.049
Log-likelihood -3853.511 -3856.065 -3856.084 -3855.970 -3855.830 -3741.411 -3741.415 -3739.492
LR test 152.364  288.455 292.748 286.164  213.408 265.627 173.619 168.842
N (households) 9585 9585 9585 9585 9585 9323 9323 9323
N (countries) 19 19 19 19 19 18 18 18

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-

level characteristics (not shown).
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Appendix 6.2. Determinants of immigrants’ poverty (MI) — labour market poli-

cies
Model la Model 1b Model 2a Model 2b Model 3a Model 3b
GDP growth (5-year average) 0.910 2.279 1.345 1.746 1.898 1.629
(2.85) (2.54) (2.54) (2.58) (3.48) (2.41)
Permit based statistics, humanitarian 0.0451 0.0447 0.0457 0.0431 0.041 0.0401
(%) (0.02) (0.02) (0.02) (0.03) (0.03) (0.02)
Index labour market (LM) -0.836 -1.092 -0.788 -0.881 -0.898 -0.795
(0.96) (1.09) (0.97) (0.97) (0.98) (0.97)
Wage bargaining coordination -0.064
(0.10)
Government intervention 0.047
(0.13)
Minimum wage setting 0.023
(0.04)
Minimum wage (% of median) 0.0009
(0.00)
OECD EPL index (reg.) -0.003
0.17)
OECD EPL index (temp.) -0.062
(0.10)
Level 2 Intercept -0.963*** -0.954 %% -0.967%** -0.952%** -0.949%** -0.961 ***
Var (country) 0.146 0.148 0.145 0.149 0.150 0.146
ICC 0.042 0.043 0.042 0.043 0.044 0.043
Log-likelihood -3738.414 -3738.553 -3738.434 -3738.598 -3738.618 -3738.424
LR test 100.518 108.679 88.976 105.093 109.712 107.033
N (households) 9323 9323 9323 9323 9323 9323
N (countries) 18 18 18 18 18 18

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-

level characteristics (not shown).
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Appendix 6.3. Determinants of immigrants’ poverty (DPI) — economic factors and
immigrant population

Model 1 Model2  Model 3 Model 4

Model 5

Model 6 Model 7 Model 8  Model 9

GDP growth (5-
year average)
Employment
growth (2006)
Unemployment rate
(%)
Unemployment rate
(immigrants)
Total social ex-
penditure (% of
GDP)
Industrialised coun-
tries, % foreign
born
Permit based statis-
tics, work (%)
Permit based statis-
tics, family (%)
Permit based statis-
tics, humanitari-
an (%)
Permit based statis-
tics, free move-
ments (%)

Level 2 Intercept
Var (country)
ICC
Log-likelihood
LR test

N (households)
N (countries)

-1.108
(1.94)
0.034
(0.10)
0.100%
(0.05)
-0.004
(0.03)

-0.825%**
0.192
0.055

-3928.312

-0.825%**
0.192
0.055

-3928.407

-0.898%** (. 821 ***
0.166 0.194
0.048 0.056

-3926.877 -3928.469

242.692 255317  261.739  209.213
9585 9585 9585 9585

19 19 19 19

-0.023
(0.03)

-0.847%%*
0.184
0.053

-3928.096

200.294
9585
19

0.013%
(0.01)

0.009
(0.01)
0.008
(0.01)
-0.015
(0.02)

-0.857%*k% (. 832%**
0.180 0.189
0.052 0.054

-3798.794 -3799.055

95.630 260.753 176.113 259912

9585 9323 9323 9323

19 18 18 18

-0.937%%*
0.154
0.045

-3927.066

-0.841%**
0.186
0.054

-3799.029

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-
level characteristics (not shown).
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Appendix 6.4 Determinants of immigrants’ poverty (DPI) — social programs

Model la Model 2a Model 2b Model 3
Industrialised countries, % foreign born -0.0113% -0.005 -0.011% -0.007
(0.01) (0.01) (0.01) (0.01)
Unemployment rate (%) 0.08971 0.118%* 0.117** 0.068
(0.05) (0.04) (0.04) (0.06)
Index access (unemployment) -0.741
(0.60)
Unemployment generosity -1.181
(0.82)
Index access (traditional family programs) -1 112%%*
(0.28)
Traditional family benefits -0.014
(0.02)
Index access (dual-earner support) -0.698
(0.43)
Dual-earner support -0.0046+
(0.00)
Index access (social assistance) -0.258
(0.36)
Minimum income protection -0.010
(0.01)
Level 2 Intercept -1.088%** -1.412%%* -1.319%** -1.054%%*
Var (country) 0.114 0.059 0.072 0.122
ICC 0.034 0.018 0.021 0.036
Log-likelihood -3924.100 -3919.584 -3921.418 -3796.013
LR test 86.265 29.776 30.857 71.589
N (households) 9585 9585 9585 9323
N (countries) 19 19 19 18

Notes: Standard errors in parentheses. 1 p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated

including household-level characteristics (not shown).
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Appendix 6.5. Determinants of immigrants’ poverty (MI) — the moderating effect
of access to the labour market (jackknife estimation)
Model la Model 1b Model 2a Model 2b Model 3a Model 3b

GDP growth (5-year average) 1.039 2.144 0.850 1.995 1.992 1.632
(3.61) (3.35) (2.38) (2.79) (6.74) (3.12)
Permit based statistics, humanitarian 0.046 0.035 0.0611 0.069* 0.034 0.037
(%) (0.04) (0.04) (0.03) (0.03) (0.07) (0.04)
Index labour market (LM) -0.529 -0.173 -2.270 -2.412% -0.977 -0.924
(2.65) (2.31) (1.96) (1.12) (2.04) (1.76)
Wage bargaining coordination -0.065
(0.14)
Wage coordination X access -0.397
(LM) (1.86)
Government intervention 0.0002
(0.15)
Government intervention X access (LM) -1.310
(1.49)
Minimum wage setting 0.053
(0.05)
Minimum wage setting X access (LM) -0.868
(0.55)
Minimum wage (% of median wage) 0.007
(0.01)
Minimum wage X access (LM) -0.124%*
(0.04)
OECD EPL index (reg.) 0.006
(0.30)
OECD EPL index (reg.) X access (LM) 0.797
(3.81)
OECD EPL index (temp.) -0.058
(0.10)
OECD EPL index (temp.) X access (LM) 1.061
(1.27)
Level 2 Intercept -0.967*** -1.028** -1.277** -1.355%* -0.956%* -0.988**
Var (country) 0.144 0.128 0.078 0.067 0.148 0.139
ICC 0.042 0.037 0.023 0.020 0.043 0.040
Log-likelihood -3738.316 -3737.442 -3733.564 -3732.793 -3738.515 -3737.934
LR test 100.256 98.544 50.128 32.989 106.693 103.453
N (households) 9323 9323 9323 9323 9323 9323
N (countries) 18 18 18 18 18 18

Notes: Standard errors in parentheses. 1 p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-
level characteristics (not shown).
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Appendix 6.6. Determinants of immigrants’ poverty (DPI) — the moderating ef-
fect of access to the social programs (jackknife estimation)

Model 1 Model 2a Model 2b Model 3
Industrialised countries, % foreign born -0.011 -0.005 -0.007 -0.003
(0.01) (0.01) (0.01) (0.01)
Unemployment rate (%) 0.0891 0.136* 0.1427 0.0851
(0.08) (0.06) (0.08) (0.08)
Index access (unemployment) -0.731
(0.75)
Unemployment generosity -1.167
(1.29)
Unemployment generosity X access -0.367
(progr.) (8.13)
Index access (traditional family programs) -0.962+
(0.47)
Traditional family benefits -0.021
(0.03)
Family benefits X access (progr.) 0.090
(0.10)
Index access (dual-earner support) -0.505
(0.71)
Dual-earner support -0.008
(0.01)
Dual-earner support X access (progr.) 0.025
(0.02)
Index access (social assistance) -0.472
(0.61)
Minimum income protection -0.017
(0.01)
Social assistance X access (progr.) 0.074
(0.05)
Level 2 Intercept -1.089% -1.041%* -1.519 -1.542
Var (country) 0.113 0.125 0.048 0.046
ICC 0.033 0.037 0.014 0.012
Log-likelihood -3924.099 -3924.972 -3918.176 -3918.636
LR test 84.128 82.928 21.567 15.953
N (households) 9585 9585 9585 9585
N (countries) 19 19 19 19

Notes: Standard errors in parentheses. 1 p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated in-
cluding household-level characteristics (not shown).
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Appendix 6.7. Correlation between labour market policies and immigrants’ ac-
cess to the labour market

Index immigrants’ access to the labour market

Coordination of wage bargaining Govemment intervention in wage bargaining ;
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Notes: The three different sizes and fills of the dots refer to immigrants’ poverty based on market income (-1SD
or below, between £1SD, +1SD or above).



180 Why are some political economies better than others at incorporating immigrants?

Appendix 6.8. Correlation between social programs and immigrants’ access to
social programs

Index immigrants’ access to specific social programs

Generosity of unemployment programs Traditional family benefits (% AW)
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Notes: The three different sizes and fills of the dots refer to immigrants’ poverty based on disposable income (-

1SD or below, between +1SD, +1SD or above).
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7 Multivariate analysis — explaining poverty gaps

The objective of this chapter is to discuss whether integration policies addressing im-
migrants’ access to a country’s labour market and social programs affect poverty gaps
between immigrants and non-immigrants. It should be mentioned beforehand that pov-
erty gaps are assessed indirectly using cross-level interactions. In contrast to the previ-
ous chapter, the estimations presented below are done for the full sample, including
non-immigrant and mixed households. In line with the last chapter, the findings are
presented separately for poverty based on market income and poverty based on dis-
posable income. Each subchapter first discusses the baseline model, including struc-
tural socio-demographic factors. Then it includes cross-level interaction between the
immigrant background of a household and institutional variables with and without the
country-level control variables. The empirical evidence suggests that immigrants’ ac-
cess to the labour market is not related to poverty gaps. In contrast, the findings sup-
port the hypothesis that the inclusiveness of integration policies concerning access to
social programs, with the exception of traditional family programs, reduces poverty
gaps. However, robustness tests show that these results are mainly driven by the Unit-
ed States. While integration policies concerning access to social programs can explain
variations between the United States and the rest of the countries included in the anal-
ysis, they fall short of explaining variation between non-US countries. Only the inclu-
siveness of unemployment programs towards immigrants is significantly related to

poverty gaps.

7.1 Results

7.1.1 Poverty gaps and the impact of immigrants’ access to the labour market

Table 7.1 presents the results using poverty based on market income as a dependent

variable.'?* The first column contains the household-level characteristics.

'2* The models presented in this chapter have also been estimated using random slopes. The likeli-
hood-ratio tests, however, suggest that the random-coefficient model does not fit the data better than
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Table 7.1. Determinants of poverty based on market income (MI)

Model 0 Model 1
Ref. non-immigrant household
Immigrant 0.408%** 0.397%**
(0.03) (0.04)
Mixed 0.171%** 0.172%%%*
(0.04) (0.04)
Ref. low education
Medium -0.608*** -0.607***
(0.03) (0.03)
High -1.2]7%* -1.216%**
(0.04) (0.04)
Mixed, low -0.288%*** -0.288%**
(0.03) (0.03)
Mixed -0.514 %% -0.5]13%**
(0.05) (0.05)
Mixed, high -1.020%** -1.019%**
(0.04) (0.04)
Ref. low service functionaries
Blue collar workers -0.337%%* -0.337%**
(0.03) (0.03)
Mixed service functionaries -0.563%** -0.563 %%
(0.04) (0.04)
Socio-cultural professionals -0.772%%* -0.772%**
(0.04) (0.04)
Capital accumulators -1.016%** -1.016%**
(0.05) (0.05)
Mixed skills, low -0.478*** -0.479%**
(0.04) (0.04)
Mixed skills -0.816%** -0.816%**
(0.04) (0.04)
Mixed skills, high -1.479 %% -1.479%%*
(0.08) (0.08)
Other -0.277%** -0.276%**
(0.05) (0.05)
Ref. no one employed
One person -3.742%%* -3.741%*
(0.03) (0.03)
Multiple earners -5.193%%* -5.193%**
(0.04) (0.04)
Ref. no one employed atypically
At least one person 0.579*** 0.579%***
(0.04) (0.04)
All 1.832%k* 1.832%#*
(0.03) (0.03)
Ref. no one self-employed
At least one person 0.679%** 0.679%**
(0.04) (0.04)
All 1.037%** 1.037%#*
(0.03) (0.03)
Number of children < 13 0.355%** 0.355%**
(0.01) (0.01)
Number of persons > 65 0.466%** 0.466***
(0.03) (0.03)
Index labour market (LM) -0.412
(0.80)
Immigrant X access (LM) -0.256
(0.29)
Constant 2.442%%%* 2.439%**
(0.10) (0.10)
Level 2 Intercept -0.93 [ *+** -0.939%**
Var (country) 0.155 0.153
1cc 0.045 0.044
Log-likelihood -36202.852 -36202.308
LR test 1743.164 1464.137
N (households) 129210 129210
N (countries) 19 19

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001.

It shows that immigrant households have a significantly higher probability of being
poor than non-immigrant households (b=0.408, p<0.001, see Model 0). Ceteris pari-

bus, comparing households with and without a ‘pure’ immigrant background, the odds

the random-intercept model. This means that the effect of the immigrant background does not signifi-
cantly differ across countries. Therefore, only the results using random intercepts are shown.
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of being poor are 1.5 times higher for immigrant households. The coefficient for
mixed households is also positive, but lower (b=0.171, p<0.001). Turning to the socio-
demographic characteristics, these are comparable to the results in the previous chap-
ter in terms of size and direction. Households with lower education and skill-levels are
exposed to higher poverty risks. The most important determinant remains the em-
ployment pattern of the household. Single-earner and multi-earner households are ex-
posed to considerably lower poverty risks than households without earners (b=-3.742,
p<0.001 and b=-5.193, p<0.001). This is also the case with regard to the number of
atypically or self-employed household members, though to a lesser extent. It should be
mentioned that socio-demographic factors are better predictors of poverty when com-
pared to data on the immigrant backgrounds. Finally, the intra-class coefficient in the
baseline model indicates that national differences account for 4.5% of the variation in
poverty.

Model 1 allows access to the effect of the interaction between the inclusiveness of
immigrants’ labour market access and immigrant background. In line with the hypoth-
esis that poverty gaps are lower in countries with more inclusive integration policies,
the interaction term is negative. However, the coefficient is not significant (b=-0.256,
n.s.). Also the lower-order term ‘labour market inclusiveness’ is not related to poverty
(n.s.), at least in a country with an average share of immigrants (7.5%, see Appendix
B). But the coefficient points in the expected direction, indicating that countries with
more inclusive labour market access towards immigrants have lower poverty levels
(b=-0.412, p=n.s.). Concerning the impact of the immigrant background, it remains
positive and significant (b=0.397, p<0.001). Because it is included in the interaction, it
cannot be compared directly with the coefficient in Model 0. In countries with a sam-
ple mean of labour market access, immigrants are more likely to be poor. In sum, the
results do not support the hypothesis that the inclusiveness of integration policies af-
fects poverty gaps. This is also evident when comparing the log likelihood parameters
in Model 0 and Model 1. Results hardly change when introducing the interaction term,
which indicates that the interaction does not contribute to improve the model.'* The

size and direction of the socio-demographic characteristics do not change.'*®

When including different control variables related to a country’s economic situation
and the composition of the immigrant population separately into the models, results

indicate that these cannot explain cross-national variations in poverty based on market

125 The LR test comparing the models with and without the interaction is not significant and further in-
dicates that the inclusion of the interaction term does not improve the model (results not shown).

12 Also, the inclusion of the subcomponents of the index referring to immigrants’ access to employ-
ment and self-employment does not yield different results either.
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income (see Appendix 7.1). None of economic variables referring to GDP growth,
employment growth and unemployment rates for both native residents and immigrants
is significant. The evidence based on the data for the year 2007 suggests that a coun-
try’s economic situation is not related to the prevailing level of poverty. In contrast to
the hypothesis, the sign of the coefficient GDP and employment growth is positive.
These results imply that individuals living at the bottom of the income distribution

might not benefit from the economic situation in equal terms as non-poor residents.

The same findings also apply when controlling for immigrant population composition,
such as the share of foreign-born residents from industrialised countries or the share of
permits issued for work or humanitarian reasons. Only the proportion of the permits
issued for family reasons has a positive impact on poverty (b=0.010, p<0.10). This
finding suggests that countries with higher shares of immigrants moving for personal
reasons tend to have higher poverty levels. Different models have been tested, includ-
ing one focusing on family-oriented immigration, together with other indicators. Be-
cause the findings hardly differ when controlling for the share of permits issued for
family reunification, and due to the low degrees of freedom, only 19 countries are in-
cluded in the analysis, this indicator has not been included in the models presented be-
low. Following the political economy literature, the different indicators concerning the
national labour market policies have been instead added as control variables. As ar-
gued in the theoretical chapter, they are not expected have a direct effect on the pov-
erty gap. The reason is that once immigrants are granted full access to the labour mar-
ket, they are affected to same extent as non-immigrants by the prevailing labour mar-
ket institutions, which address all residents equally. However, labour market institu-
tions on their own could explain cross-national variations in poverty, which is used in

this chapter as a dependent variable.

The results in Table 7.2 indicate that controlling for the labour market institutions does
not alter the interaction term referring to poverty gaps between immigrants and non-
immigrants. In all estimated models it remains insignificant, though pointing in the
expected direction. Moreover, different control variables referring to wage setting
structures (Model la and 1b), the minimum wage laws (Model 2a and 2b), and em-
ployment protection legislation of temporary and regular contracts (Model 3a and 3b)
are not significant at the conventional level.'?” With the exception of models including

indicators referring to minimum wage policies, the sign of the coefficients is, as ex-

">" The findings are the same when introducing the labour market policy indicators separately, without
the interaction term and inclusiveness of the labour market towards immigrants (results not shown).
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pected, negative, and indicates that more regulated labour market policies have a pov-

erty alleviating effect.

Table 7.2. Determinants of poverty based on market income (M), incl. control variables
Model la Model 1b Model 2a Model 2b Model 3a Model 3b

Ref. non-immigrant household

Immigrant 0.397%** 0.397*** 0.397%** 0.397%** 0.397*** 0.397%**
(0.04) (0.04) (0.04) (0.04) (0.04) (0.04)
Mixed 0.1717%** 0.171%** 0.172%** 0.172%** 0.171%** 0.171%**
(0.04) (0.04) (0.04) (0.04) (0.04) (0.04)
Wage bargaining coordination -0.103
(0.07)
Government intervention -0.085
(0.09)
Minimum wage setting 0.0295
(0.03)
Minimum wage (% of median) 0.0008
(0.00)
OECD EPL index (reg.) -0.082
(0.11)
OECD EPL index (temp.) -0.126
(0.08)
Index labour market (LM) -0.323 -0.275 -0.165 -0.360 -0.278 -0.356
(0.76) (0.79) (0.83) (0.84) (0.81) (0.75)
Immigrant X access (LM) -0.256 -0.253 -0.257 -0.256 -0.254 -0.253
(0.29) (0.29) (0.29) (0.29) (0.29) (0.29)
Level 2 Intercept -0.990%** 2.447%** 2.439%%* 2.438%** 2.45]%** 2.450%**
(0.17) (0.10) (0.10) (0.10) (0.10) (0.09)
Var (country) 0.138 0.146 0.146 0.153 0.148 0.135
ICC 0.040 0.042 0.043 0.044 0.043 0.039
Log-likelihood -36201.368 -36201.864 -36201.877 -36202.289 -36202.015 -36201.118
LR test 1197.509 1242.382 1361.915 1463.950 1389.789 1168.424
N (households) 129210 129210 129210 129210 129210 129210
N (countries) 19 19 19 19 19 19

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-level
characteristics (not shown).

7.1.2 Poverty gaps and the impact of immigrants’ access to social programs

The results concerning poverty based on disposable income are summarised in Table
7.3. The following observations can be made when looking at the baseline model (see
Model 0). The coefficients referring to the household-level variables hardly change
compared to the benchmark model based on poverty before taxes and transfers (Table
7.1). The direction of the coefficients is still the same, although the size is slightly
smaller. This is not the case for the immigrant variable. The odds of being poor for an
immigrant household increase from 1.5 times (see Table 7.1) to 1.9 times (b=0.617,
p<0.001). Consequently, the immigrant variable in relation to other socio-demographic
variables becomes a more important determinant of poverty. In addition, the share of

unobserved differences at the country level increases to 6% (ICC=0.06).
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Table 7.3. Determinants of poverty based on disposable income (DPI)

Model 0 Model 1 Model 2a Model 2b Model 3
Ref. non-immigrant household
Immigrant 0.617%** 0.603%#* 0.601%** 0.596%#* 0.595%#*
(0.03) (0.03) (0.03) (0.03) (0.03)
Mixed 0.181*** 0.182%%* 0.181%#* 0.181%** 0.182%%*
(0.04) (0.04) (0.04) (0.04) (0.04)
Ref. low education
Medium -0.404 *** -0.404*** -0.403*** -0.399%** -0.401 ***
(0.03) (0.03) (0.03) (0.03) (0.03)
High -0.856*** -0.858*** -0.854%** -0.851 *** -0.853***
(0.04) (0.04) (0.04) (0.04) (0.04)
Mixed, low -0.344 %% -0.345%%* -0.344 %% -0.343 %% -0.344 %%
(0.04) (0.04) (0.04) (0.04) (0.04)
Mixed -0.572%k* -0.573%%* -0.572%%* -0.569%** -0.571 %*
(0.06) (0.06) (0.06) (0.06) (0.06)
Mixed, high -0.957 %% -0.958*** -0.955%** -0.95] *** -0.954 #**
(0.05) (0.05) (0.05) (0.05) (0.05)
Ref. low service functionaries
Blue collar workers -0.215%%* -0.215%** -0.216%** -0.216%** -0.217%**
(0.03) (0.03) (0.03) (0.03) (0.03)
Mixed service functionaries -0.573%** -0.572%%* -0.573%%% -0.573%%* -0.573%%%
(0.05) (0.05) (0.05) (0.05) (0.05)
Socio-cultural professionals -0.728%%* -0.726%** -0.728%** -0.729%** -0.729%**
(0.04) (0.04) (0.04) (0.04) (0.04)
Capital accumulators -0.861 *** -0.860*** -0.861*** -0.862%** -0.862%**
(0.05) (0.05) (0.05) (0.05) (0.05)
Mixed skills, low -0.639*** -0.638*** -0.639%** -0.640*** -0.641%**
(0.04) (0.04) (0.04) (0.04) (0.04)
Mixed skills -0.881 *** -0.880%** -0.88] *** -0.88] *** -0.883%**
(0.04) (0.04) (0.04) (0.04) (0.04)
Mixed skills, high -1.403 %% -1.402%%* -1.404** -1.405%** -1.406%**
(0.09) (0.09) (0.09) (0.09) (0.09)
Other 0.427%%%* 0.427%** 0.429%** 0.432%4% 0.429%#*
(0.04) (0.04) (0.04) (0.04) (0.04)
Ref. no one employed
One person -1.706*** -1.707*** -1.708*** -1.709%*** -1.707***
(0.03) (0.03) (0.03) (0.03) (0.03)
Multiple earners -2.730%** -2.730%** -2.732%** -2.734%** -2.732%**
(0.05) (0.05) (0.05) (0.05) (0.05)
Ref. no one employed atypically
At least one person 0.522%*%* 0.522%%%* 0.523 %% 0.524%%* 0.524%%*
(0.05) (0.05) (0.05) (0.05) (0.05)
All 1.132%%% 1.133%4% 1,134 1.135%%* 1,134
(0.03) (0.03) (0.03) (0.03) (0.03)
Ref. no one self-employed
At least one person 0.913%%%* 0.912%** 0.913%** 0.914%** 0.914%**
(0.04) (0.04) (0.04) (0.04) (0.04)
All 1.31 1% 13114 1.311%%* 1.312%%* 13114
(0.03) (0.03) (0.03) (0.03) (0.03)
Number of children < 13 0.204%** 0.204%** 0.204%** 0.204*%* 0.204*%*
(0.01) (0.01) (0.01) (0.01) (0.01)
Number of persons > 65 -0.625%** -0.625%** -0.626*** -0.625%** -0.626%**
(0.03) (0.03) (0.03) (0.03) (0.03)
Index access (unemployment) 0.190
(0.72)
Immigrant X access (progr.) -0.636*
(0.26)
Index access (traditional family programs) -0.829*
(0.39)
Immigrant X access (progr.) -0.157
(0.11)
Index access (dual-earner support) -0.9041
(0.53)
Immigrant X access (progr.) -0.272*
(0.11)
Index access (social assistance) -0.199
(0.33)
Immigrant X access (progr.) -0.2041
(0.10)
Constant -0.406*** -0.407*** -0.378*** -0.365%** -0.408***
(0.11) (0.11) (0.10) (0.11) (0.11)
Level 2 Intercept -0.781*** -0.776%** -0.898*** -0.861*** -0.794%**
Var (country) 0.210 0.212 0.166 0.179 0.204
ICC 0.060 0.060 0.048 0.052 0.058
Log-likelihood -32197.964 -32194.958 -32194.714 -32193.343 -32195.830
LR test 2075.696 2067.498 1340.617 1205.095 1786.521
N (households) 129210 129210 129210 129210 129210
N (countries) 19 19 19 19 19

Notes: Standard errors in parentheses. ¥ p<0.10, * p<0.05, ** p<0.01, *** p<0.001.
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When turning to the models including the cross-level interaction, the results suggest
that cross-national variations in poverty gaps can be explained by integration policies
concerning immigrants’ entitlement to social programs. In Model 1 the cross-level in-
teraction term referring to immigrants’ access to unemployment programs is negative
and significant (b=-0.636, p<0.05). This finding indicates that poverty gaps between
immigrants and non-immigrants tend to be lower in countries characterised by rather
inclusive integration policies in terms of low contribution periods or facilitated access
to unemployment assistance. The inclusion of this interaction reduces the coefficient
referring to the immigrant variable (b=0.603, p<0.001), which can only be interpreted

for the subset of cases where the integration index is set at zero, here the sample mean.

Models 2a and 2b assess the interaction effect between access to family-related poli-
cies and the immigrant background of households. The interaction term in the tradi-
tional family program model (see Model 2a) points in the expected direction, but is not
significant (b=-0.157). Therefore, more inclusive family programs towards immigrants
do not substantially shape the poverty gaps between immigrants and non-immigrants.
By contrast, when looking at the inclusiveness of dual-earner support, the hypothesis
that more inclusive programs go along with lower poverty gaps can be supported. The
coefficient is significant and negative (b=-0.272, p<0.05). This means that poverty dif-
ference between immigrants and non-immigrants is less accentuated in countries that

extend support for mothers’ employment to immigrants.

So far, the results suggest that employment-related social programs, i.e. unemploy-
ment compensation and dual-earner support, have a stronger impact on the prevailing
socio-economic inequality between immigrants and non-immigrants. However, Model
3 shows that the inclusiveness of social assistance programs also affects poverty gaps.
The interaction term referring to minimum income protection is negative and signifi-
cant at the 10% level (b=-0.204). This finding implies that, in countries where immi-
grants are granted facilitated access to minimum income protection, poverty gaps

compared to non-immigrants tend to be lower.'**

In the next step, the explanatory potential of the different control variables is tested.
As in the previous subchapter, neither the indicator referring to a country’s economic
situation nor the composition of the immigrant population can account for cross-

national variations in poverty (see Appendix 7.2).

'8 The LR tests examining whether the interaction improves the model fit are significant for all mod-
els, and only marginally exceed the 5% level in the case of Model 3 (model with unemployment: LR
chi’=5.99 p=0.014; dual-earner support: LR chi’=6.28, p=0.012; social assistance: LR chi’=3.82,
p=0.051; regression results not shown).
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However, in line with previous studies, countries with larger welfare states exhibit
lower poverty than countries with leaner welfare states (e.g. Moller et al. 2003, Brady
2005). The coefficient related to social expenditures (in % of GDP) is negative and
significant (b=-0.045, p<0.10). The models presented above are therefore re-estimated,
controlling for the overall welfare state effort. In addition, these models are also esti-

mated with the inclusion of the generosity of the particular social programs.

Table 7.4. Determinants of poverty based on disposable income (DPI), incl. control variables

Model Model Model Model Model Model Model Model
1(1) 1(ii) 2a(i) 2a(ii) 2b(i) 2b(ii) 3(i) 3(ii)
Ref. non-immigrant
household
Immigrant 0.603***  0.603***  0.601%**  0.601***  (0.596***  (0.596***  (.595%**  (.592%**
(0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03)
Mixed 0.182%**  (.182%**  (.181%**  (.182%*%*  (.181***  (.181***  (.182%**  (.184%***
(0.04) (0.04) (0.04) (0.04) (0.04) (0.04) (0.04) (0.05)
Total social expendi- -0.045+ -0.023 -0.034 -0.043F
ture (% of GDP) (0.03) (0.03) (0.03) (0.02)
Unemployment generosity -1.058
(0.97)
Traditional family benefits -0.018
(0.02)
Dual-earner support -0.001
(0.00)
Minimum income protection -0.015
(0.01)
Index access (unem- 0.0256 0.043
ployment) 0.67) 0.71)
Immigrant X access -0.632%* -0.636%*
(progr.) (0.26) (0.26)
Index access (tradi- -0.621 -0.830%
tional family progr.) (0.46) (0.38)
Immigrant X access -0.156 -0.156
(progr.) 0.11) 0.11)
Index access (dual- -0.649 -0.815
earner support) (0.54) (0.58)
Immigrant X access -0.272% -0.272*
(progr.) 0.11) 0.11)
Index access (social -0.109 -0.025
assistance) (0.31) (0.37)
Immigrant X access -0.203t -0.172
(progr.) (0.10) (0.11)
Level 2 Intercept -0.405%%*  -0.403%**  _0.384***  _0.359***  _0375%¥*%*  -0.368*¥** -0.406%*F* -(.382%**
Var (country) 0.180 0.199 0.160 0.156 0.163 0.177 0.176 0.191
ICC 0.052 0.057 0.046 0.045 0.047 0.051 0.051 0.055
Log-likelihood -32193.46  -32194.38  -32194.39  -32194.15 -32192.47 -32193.27 -32194.43 -30826.89
LR test 1536.308  1993.241 1282.677 1073.817  1124.874 1205220  1472.182  1399.075
N (households) 129210 129210 129210 129210 129210 129210 129210 125269
N (countries) 19 19 19 19 19 19 19 18

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-level
characteristics (not shown).

In Table 7.4 the suffix (i) refers to models introducing social expenditure (in % of
GDP) and (ii) to models adding the generosity of the particular programs as a control
variable. In all models, the sign of the coefficients are negative, as expected, but in the
majority of the models these coefficients are not significant. This is evident in the first
two models, whether controlling for the welfare state effort or the unemployment gen-

erosity in terms of net replacement rates, or neither, the interaction term remains sig-
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nificant and negative (see Model 1(i) and 1(i1)). However, the results do not reveal
whether the interaction is significant for the whole range of values in the integration

index concerning immigrants’ access to unemployment programs.

Figure 7.1'* depicts the marginal effect of the immigrant background related to
changes in the unemployment access index, on a range between + 2 standard devia-

"0 In line with the findings in Table 7.4, immigrants’ access to unemployment

tions.
programs has a consistent reductive effect on poverty gaps between immigrants and
non-immigrants for the whole range of values. Therefore, one can imply that poverty
gaps tend be lower in countries characterised by unemployment programs that are
more inclusive towards immigrants than in countries where immigrants face higher

barriers in their access to unemployment programs.

Immigrants’ access to unemployment programs
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Figure 7.1. The marginal effect of being an immigrant on poverty gaps (immigrants’ access to
unemployment programs)

Model 2a(i) and 2a(ii) contain the findings for the interaction with the index concern-
ing access to traditional family programs. Even after controlling for the size of the
welfare state and the generosity of traditional family benefits, the inclusiveness of tra-
ditional family programs towards immigrants is not related to poverty gaps.

The interaction terms concerning immigrants’ inclusiveness of dual-earner support es-

timated in Model 2b(i) and 2b(ii) remain significant and hardly change when control-

12 The graphs are the almost identical when using social expenditures in % of GDP or unemployment
generosity as control variables. If not indicated otherwise, the figure presented in this chapter controls
for the latter.

"% The non-centred descriptive statistics for the unemployment index are: mean=0.5, SD=0.15, mini-
mum=0.25, maximum=0.75.
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ling for the overall welfare state effort and the generosity of work-family policies. As
the marginal effect of integration policies in Figure 7.2 shows, when entitlement to pa-
rental leave and the provision of childcare is more inclusive towards immigrants,
countries tend to have lower poverty gaps than countries with rather restrictive access
towards immigrants. The results further support the hypothesis that more inclusive in-
tegration policies concerning social programs tend to reduce poverty gaps between

immigrants and native residents.

Immigrants’ access to dual earner support
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Figure 7.2. The marginal effect of being an immigrant on poverty gaps (immigrants’ access to
dual-earner support)

When turning to the last welfare program, social assistance, results differ depending
which control variable is added to in the model. In Model 3(i) controlling for the size
of social expenditures (in % of GDP) hardly changes the interaction coefficient. It is
still negative and significant at the 10% level (b=-0.203). However, after controlling
for the generosity of minimum income protection programs in Model 3(ii), the interac-
tion term is no longer significant. These findings would suggest that cross-national
variations in poverty gaps are related to immigrants’ access to social assistance pro-
grams, but rather than the generosity of the social assistance programs, it is the overall
redistributive capacities of states matters. It would support the argument made by dif-
ferent scholars that redistribution across the whole population could be more efficient
in reducing poverty than providing social benefits that target mainly poor individuals
and households (Korpi and Palme 1998). However, this conclusion cannot be made
from the results presented above because the models are not directly comparable. The
data on the generosity of social assistance programs is missing for Greece, which has

no national minimum income protection scheme. In addition, the likelihood ratio test
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shows that the inclusion of the interaction term in Model 3(ii) does not improve the

model fit."*!

Immigrants’ access to social assistance programs
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Figure 7.3. The marginal effect of being an immigrant on poverty gaps (immigrants’ access to
social assistance)

The marginal effect of the immigrant background controlling for the overall welfare
effort in % of GDP is presented in Figure 7.3. It reveals that the interaction effect is
significant for the whole range of possible values on the integration policy index con-
cerning social assistance programs. The poverty gap tends to be higher in countries
with rather exclusive access to social assistance, and to decline as countries become
more inclusive towards immigrants. However, compared to the interaction between
immigrants and their access to unemployment compensation or dual-earner support
programs, the slope is less steep, indicating that the reductive effect of integration pol-
icies is not as strong. This finding concerning the relatively weak effect is further sup-
ported when comparing the probabilities that immigrant and non-immigrant house-
holds will live below the poverty line, associated with one or two standard deviations’
change in the social assistance access index (see Figure 7.4). The poverty risks of non-
immigrant households hardly change the more inclusive social programs become, in

contrast to the poverty risks of immigrant households (see solid line).

In sum, the findings so far indicate that immigrants’ access to the labour market does
not contribute to explain poverty gaps based on market income. As opposed to this,
immigrants’ access to social programs is related to cross-national variations in poverty

gaps between immigrant and non-immigrant households. But the inclusiveness of em-

1 Model 3(i): LR chi®=2.46, p=0.117, Model 3(ii): LR chi’=3.78, p=0.05.
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ployment-related social programs towards immigrants such as unemployment com-
pensation and dual-earners support rather than the inclusiveness of universal or means-
tested social programs tend to explain poverty gaps.

Adjusted predictions of being
an immigrant/non-immigrant household
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Figure 7.4. Adjusted predictions of being an immigrant (immigrants’ access to social assis-
tance)

7.1.3 Robustness tests

In order to check whether the results discussed above are robust, the models are re-
estimated excluding the United States. In contrast to the previous chapter, this pro-
ceeding is less motivated, due to the variations in the country sample size'*, but espe-
cially due to the presence of the United States as an extreme case in terms of a high
prevailing level of poverty, amongst immigrants and non-immigrants, and the relative-
ly restricted access of immigrants to social programs as compared to the other coun-

tries included in the analysis.'*

Concerning the re-estimations of poverty based on market income, the exclusion of the
United States does not yield other results. Results remain non-significant (see Appen-
dix 7.3). In other words, poverty gaps between immigrants and non-immigrants cannot
be explained by the inclusiveness of immigrants’ access to the labour market. These
results are also supported when using the jackknife estimation (see Appendix 7.4).

"2 The number of observation per country ranges from 2,980 in Portugal to 15,434 in the United
States (mean=6,832.2, SD=3,501.6).

1> When using the equivalence scale proposed by LIS, the results are significant for all interaction
models, including traditional family programs. The impact of immigrants’ access to the labour market
on poverty gaps remains not significant (results not shown).
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When looking at poverty gaps based on disposable income, findings suggest that the
United States mainly contributes to the findings discussed above. The interaction
terms between the immigrant background and the inclusiveness of immigrants’ access
to dual-earner support and social assistance, respectively, are not significant when es-
timating the models with Australia, Canada and the European countries (see Appendix
7.5). Only in the model concerning immigrants’ access to unemployment programs is
the interaction term significant and negative (b=-0.675, p>0.05). Interpreting the ef-
fects through differentiation further shows that the marginal effect is significant across
the whole range of values on the integration policy index concerning immigrants’ ac-
cess to unemployment programs (figure not shown). Comparable to the previous chap-
ter concerning immigrants’ poverty levels, these findings implicate that integration
policies mainly contribute to explaining why poverty gaps in the United States com-
pared to other countries differ, but they do not account for variations between Europe-

. : . 134
an countries, including Australia and Canada.

7.2 Discussion

This chapter tested the hypothesis that integration policies granting immigrants access
to the labour market and welfare state can explain cross-national variations in poverty

gaps between immigrants and non-immigrants.

Concerning the impact of integration policies, the only element that tends to provide
empirical support for the hypothesis is the access of immigrants to social program. In
general, countries with more inclusive integration policies concerning unemployment
programs, dual-earner support, and social assistance exhibit lower poverty gaps than
countries with more exclusive access. The effect related to unemployment programs
also remains significant when excluding the United States, in contrast to the explanato-
ry potential of immigrants’ access to dual-earner support and social assistance. The re-
sults further show that the inclusiveness of integration policies concerning labour mar-
ket access does not contribute to explain poverty gaps based on market income. The
findings do not change when controlling for the prevailing labour market policies such
as collective wage bargaining structures, minimum wage policies, and employment
protection legislation. This is also the case for the generosity of the different social

programs, when introduced separately into the models.

1% Nevertheless, this result cannot be confirmed by the results from the jackknife estimations, which
further indicates that the inclusiveness of integration policies related to social programs cannot explain
poverty gaps between immigrants and non-immigrants (see Appendix 7.6).
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Because poverty gaps are assessed indirectly through cross-level interactions, the im-
pact of the alternative explanations, concerning, at the household level, structural fac-
tors and, at the country level, economic factors and the immigrant population, cannot
be interpreted in relation to poverty gaps, but instead in relation to cross-national vari-
ations in poverty in general. Only structural factors related to the socio-demographic
characteristics at the household level consistently influence poverty before and after
taxes and transfers. Households with lower educational attainments and skills, and
weaker labour market participation have higher risks of ending up in poverty. Atypical
employment or self-employment, as well as the share of inactive household members,
further exacerbate these risks. The findings further show that immigrants experience
significantly higher poverty risks than non-immigrant households. This is also the case
for mixed immigrant/non-immigrant households, though to a lesser extent. However, a
country’s economic situation and the composition of the immigrant population do not
explain cross-national variations. None of those factors, except the share of total social
expenditures in percentage of the GDP, has a significant effect on poverty before or af-

ter taxes and transfers.

In relation to macro-level factors, an interesting finding in this chapter is that the pre-
vailing labour market and welfare state institutions do not contribute to sufficiently
explain cross-national variations in poverty of immigrants and non-immigrants. With
the exception of the overall welfare state effort, none of the indicators included in the
analysis has a significant impact. While the structure of the labour market and welfare
system was able to explain cross-national variations in poverty for the period between
the Second World War and the millennium turn, the findings of this chapter call for al-
ternative explanations in order to account for the cross-national difference in poverty

observed at the present time.

Possible explanations for these findings are closely related to explanations given in the
last chapter.'® On the one hand, the data concerning the immigration history of
household members is missing, which could explain why poverty gaps are smaller in
some countries than others, e.g. due to a higher share of permanent residents in rela-
tion to other immigration categories or because a higher share of respondents originate
from a country with preferential treatment (EU, bilateral agreements). On the other,
the relation between poverty gaps based on market income and integration policies
concerning immigrants’ access to the labour market might not be direct, as proposed

by the theoretical framework, but rather work through the employment opportunities,

1% Concerning the use of multilevel analysis in this chapter should not be problematic because the
sample size is above 2,500 in all countries.
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the type of employment, and earnings of immigrant workers. As a result, more empha-
sis should be put into how the inclusiveness of labour markets towards immigrants af-

fects their labour market participation.

The importance of focusing on labour market participation of immigrants in order to
explain poverty gaps between immigrants and non-immigrants is also evident when
looking at the impact of integration policies concerning immigrants’ access to social
programs on poverty gaps. Although, in terms of significance levels, the results do not
support the hypotheses, at least when excluding the United States, it is noteworthy to
mention that more inclusive access to employment-related programs, rather than uni-
versal or means-tested programs such as traditional family and social assistance, tend
to more strongly reduce poverty gaps between immigrants and non-immigrants. This
could be explained by different purposes of these social programs. While employment-
related programs aim to replace the income loss of previous earnings, the universal or
means-tested programs either supplement a family’s household income or provide a
basic minimum income, which is also evident in the relative size of these benefits as
compared to the average wage (see also Appendix C). However, it also emphasises the
importance of immigrants’ labour market participation, and the concomitant access to
employment-related social programs, in reducing not only immigrants’ poverty but al-

SO poverty gaps vis-a-vis non-immigrants.
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Appendix 7.1. Determinants of poverty (MI) — economic factors and immigrant

population

Model 1 Model 2

Model 3

Model 4 Model 5

Model 6

Model 7

Model 8

GDP growth (5-year
average)
Employment growth
(2006)
Unemployment rate
(%)
Unemployment rate
(immigrants)
Industrialised coun-
tries, % foreign
born
Permit based statis-
tics, work (%)
Permit based statis-
tics, family (%)
Permit based statis-
tics, humanit. (%)

Level 2 Intercept
Var (country)
ICC
Log-likelihood
LR test

N (households)
N (countries)

2.150
(1.51)
0.030
(0.09)

-0.983%**
0.140
0.041

-36201.89

-0.934%%*
0.154
0.045

-36202.79

1413.647  1743.137

129210 129210
19 19

0.004
(0.05)

-0.93 1%
0.155
0.045

-36202.85

1743.166
129210

19

-0.008
(0.03)
-0.004
(0.01)

-0.934%%*
0.154
0.045

-36202.80

-0.940%**
0.153
0.044

-36202.68

1706.081 1634.257

129210 129210
19 19

-0.005
(0.01)

-0.919%**
0.159
0.046

-34931.12

1594.620
125269
18

0.010%
(0.01)

-0.990%**
0.138
0.040

-34929.87

1364.675
125269
18

0.020
(0.01)

-0.961%**
0.146
0.043

-34930.38

1497.958
125269
18

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-level

characteristics (not shown).
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Appendix 7.2. Determinants of poverty (DPI) — economic factors and immigrant

population

Model 1

Model 2

Model 3 Model 4

Model 5

Model 6

Model 7

Model 8

Model 9

GDP growth (5-year
average)
Employment growth
(2006)
Unemployment rate
(%)
Unemployment rate
(immigrants)
Total social ex-
penditure (% of
GDP)
Industrialised coun-
tries, % foreign
born
Permit based statis-
tics, work (%)
Permit based statis-
tics, family (%)
Permit based statis-
tics, humanit. (%)

Level 2 Intercept

Var (country)
Icc
Log-likelihood
LR test

N (households)
N (countries)

-1.244
(1.82)

0.794%**
0.205
0.059

-32197.7

2072.966

129210
19

0.076
(0.10)

0.796%**
0.203
0.058

-32197.7

1985.107

129210
19

0.079
(0.05)
-0.022
(0.03)

0.796%**
0.203
0.058

-32197.7

0.835%**
0.188
0.054

-32196.9

2012.118  1836.544

129210 129210
19 19

-0.045¢
(0.02)

0.864%**
0.178
0.051

-32196.4

1562.791

129210
19

-0.009
(0.01)

0.817%**
0.195
0.056

-32197.3

1557.067

129210
19

0.014
(0.01)

0.807%**
0.199
0.057

-30828.5

2020.301

125269
18

0.008
(0.01)

0.787%**
0.207
0.059

-30828.8

1810.490

125269
18

-0.020
(0.02)

0.788%**
0.207
0.059

-30828.8

2010.653

125269
18

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-level
characteristics (not shown).
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Appendix 7.3. Determinants of poverty (MI), excluding the United States

Model 1a Model 1b Model 2a
incl. US excl. US incl. US excl. US incl. US excl. US
Ref. non-immigrant household
Immigrant 0.397*** 0.368%*** 0.397*** 0.368%*** 0.397%** 0.368***
(0.04) (0.04) (0.04) (0.04) (0.04) (0.04)
Mixed 0.171%** 0.195%** 0.171%** 0.196%*** 0.172%** 0.196***
(0.04) (0.04) (0.04) (0.04) (0.04) (0.04)
Wage bargaining coordination -0.103 -0.044
(0.07) (0.08)
Government intervention -0.085 -0.024
(0.09) (0.09)
Minimum wage setting 0.0295 0.017
(0.03) (0.03)
Index labour market (LM) -0.323 0.017 -0.275 0.061 -0.165 0.153
(0.76) (0.76) (0.79) (0.76) (0.83) (0.78)
Immigrant X access (LM) -0.256 0.335 -0.253 0.336 -0.257 0.334
(0.29) (0.35) (0.29) (0.35) (0.29) (0.35)
Level 2 Intercept -0.990%** -1.052%** -0.963%** -1.045%** -0.962%** -1.051%**
Var (country) 0.138 0.122 0.146 0.124 0.146 0.122
ICC 0.040 0.036 0.042 0.036 0.043 0.036
Log-likelihood -36201.368  -30996.219  -36201.864  -30996.344  -36201.877  -30996.225
LR test 1197.509 930.930 1242.382 911.940 1361.915 949.107
N (households) 129210 113783 129210 113783 129210 113783
N (countries) 19 18 19 18 19 18
Model 2b Model 3a Model 3b
incl. US excl. US incl. US excl. US incl. US excl. US
Ref. non-immigrant household
Immigrant 0.397%** 0.368*** 0.397%** 0.368*** 0.397*** 0.368***
(0.04) (0.04) (0.04) (0.04) (0.04) (0.04)
Mixed 0.172%** 0.196%*** 0.171%** 0.196%*** 0.171%** 0.195%**
(0.04) (0.04) (0.04) (0.04) (0.04) (0.04)
Minimum wage (% of median) 0.0008 0.001
(0.00) (0.00)
OECD EPL index (reg.) -0.082 0.033
(0.11) 0.11)
OECD EPL index (temp.) -0.126 -0.075
(0.08) (0.08)
Index labour market (LM) -0.360 0.141 -0.278 0.0305 -0.356 -0.0005
(0.84) (0.80) (0.81) (0.76) (0.75) (0.75)
Immigrant X access (LM) -0.256 0.334 -0.254 0.335 -0.253 0.337
(0.29) (0.35) (0.29) (0.35) (0.29) (0.35)
Level 2 Intercept -0.940%** -1.047%** -0.955%** -1.045%** -1.003*** -1.068%**
Var (country) 0.153 0.123 0.148 0.124 0.135 0.118
ICC 0.044 0.036 0.043 0.036 0.039 0.035
Log-likelihood -36202.289  -30996.309  -36202.015  -30996.336  -36201.118  -30995.946
LR test 1463.950 956.036 1389.789 913.238 1168.424 902.193
N (households) 129210 113783 129210 113783 129210 113783
N (countries) 19 18 19 18 19 18

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-level

characteristics (not shown).
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Appendix 7.4. Determinants of poverty (MI), jackknife estimation
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
Ref. non-immigrant household
Immigrant 0.397** 0.397** 0.397** 0.397** 0.397** 0.397**
(0.11) (0.11) (0.12) (0.11) (0.11) (0.11)
Mixed 0.171* 0.171* 0.172* 0.172* 0.171* 0.171*
(0.07) (0.07) (0.07) (0.07) (0.07) (0.07)
Wage bargaining coordination -0.103
(0.10)
Government intervention -0.085
(0.14)
Minimum wage setting 0.0295
(0.04)
Minimum wage (% of median) 0.0008
(0.01)
OECD EPL index (reg.) -0.082
(0.14)
OECD EPL index (temp.) -0.126
(0.08)
Index labour market (LM) -0.323 -0.275 -0.165 -0.360 -0.278 -0.356
(1.06) (1.07) (1.22) (1.36) (1.04) (1.06)
Immigrant X access (LM) -0.256 -0.253 -0.257 -0.256 -0.254 -0.253
(1.05) (1.04) (1.05) (1.05) (1.05) (1.05)
Level 2 Intercept -0.990** -0.963* -0.962*** -0.940** -0.955%* -1.003**
Var (country) 0.138 0.146 0.146 0.153 0.148 0.135
ICC 0.040 0.042 0.043 0.044 0.043 0.039
Log-likelihood -36201.368 -36201.864 -36201.877 -36202.289 -36202.015 -36201.118
LR test 1197.509 1242.382 1361.915 1463.950 1389.789 1168.424
N (households) 129210 129210 129210 129210 129210 129210
N (countries) 19 19 19 19 19 19

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-level

characteristics (not shown).
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Appendix 7.5. Determinants of poverty (DPI), excluding the United States

Model 1 Model 2a Model 2b Model 3
incl. US excl. US incl. US excl. US incl. US excl. US incl. US excl. US
Ref. non-immigrant household
Immigrant 0.603%%** 0.566%** 0.601%** 0.588%%** 0.596%** 0.584%** 0.595%%** 0.578%**
(0.03) (0.04) (0.03) (0.04) (0.03) (0.04) (0.03) (0.04)
Mixed 0.182%%** 0.211%** 0.181%** 0.210%** 0.181%** 0.211%** 0.182%%** 0.211%**
(0.04) (0.05) (0.04) (0.05) (0.04) (0.05) (0.04) (0.05)
Total social expendi- -0.045% -0.025 -0.023 -0.020 -0.034 -0.027 -0.043+ -0.025
ture (% of GDP) (0.03) (0.02) (0.03) (0.03) (0.03) (0.02) (0.02) (0.02)
Index access (unem- 0.0256 0.069
ployment) (0.67) (0.61)
Immigrant X ac- -0.632* -0.675*
cess (progr.) (0.26) (0.26)
Index access (trad. -0.621 -0.198
Sfamily programs) (0.46) (0.49)
Immigrant X ac- -0.156 0.054
cess (progr.) (0.11) (0.17)
Index access (dual- -0.649 0.520
earner support) (0.54) (0.82)
Immigrant X ac- -0.272% -0.481
cess (progr.) (0.11) (0.32)
Index access (social -0.109 0.0721
assistance) (0.31) (0.29)
Immigrant X ac- -0.203+ -0.115
cess (progr.) (0.10) (0.13)
Level 2 Intercept -0.857***  -0.957*%*  .0.915%**  -0.970%%*  -0.908***  -0.972%**  _0.869***  -0.966***
Var (country) 0.180 0.147 0.160 0.144 0.163 0.143 0.176 0.145
ICC 0.052 0.043 0.046 0.042 0.047 0.042 0.051 0.042
Log-likelihood -3219345  -27200.54  -32194.39  -27203.70  -32192.47  -27202.55 < -32194.43  -27203.42
LR test 1536.308 920.769 1282.677 936.047 1124.874 929.589 1472.182 939.029
N (households) 129210 113783 129210 113783 129210 113783 129210 113783
N (countries) 19 18 19 18 19 18 19 18

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including household-level

characteristics (not shown).
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Appendix 7.6. Determinants of poverty (DPI), jackknife estimation
Model Model Model Model Model Model Model Model

1(i) 1(ii) 2a(i) 2a(ii) 2b(i) 2b(ii) 3(i) 3(ii)
Ref. non-immigrant household
Immigrant 0.603***  0.603***  0.601***  (0.601***  (.596***  (.596%***  (.595%**  (.592%**
(0.06) (0.06) (0.06) (0.06) (0.07) (0.07) (0.07) (0.07)
Mixed 0.182* 0.182* 0.181* 0.182* 0.181* 0.181* 0.182* 0.184*
(0.07) (0.07) (0.07) (0.07) (0.07) (0.07) (0.07) (0.07)
Total social expenditure (% -0.045 -0.023 -0.034 -0.043
of GDP) (0.03) (0.03) (0.03) (0.03)
Unemployment generosity -1.058
(0.92)
Traditional family benefits -0.018
(0.02)
Dual-earner support -0.0013
(0.00)
Minimum income protection -0.015
(0.01)
Index access (unemployment) 0.026 0.043
(0.78) (0.68)
Immigrant X access -0.632 -0.636
(progr.) (0.43) (0.43)
Index access (trad. family pro- -0.621 -0.830
grams) (0.74) (0.57)
Immigrant X access -0.156 -0.156
(progr.) (0.23) (0.23)
Index access (dual-earner sup- -0.649 -0.815
port) (1.18) (1.29)
Immigrant X access -0.272 -0.272
(progr.) (0.24) (0.24)
Index access (social assis- -0.109 -0.0248
tance) (0.37) (0.48)
Immigrant X access -0.203 -0.172
(progr.) (0.18) (0.25)
Level 2 Intercept -0.857**%  -0.806%** -0.865*** -0.929***  -0.908*** -0.865*** -0.792%** _(.827***
Var (country) 0.180 0.199 0.177 0.156 0.163 0.177 0.205 0.191
ICC 0.052 0.057 0.051 0.045 0.047 0.051 0.059 0.055
Log-likelihood -32193.45 -32194.38 -32193.27 -32194.15 -32192.47 -32193.27 -32194.66 -30826.89
LR test 1536.308  1993.241  1205.220 1073.817 1124.874 1205.220 1972.850  1399.075
N (households) 129210 129210 129210 129210 129210 129210 129210 125269
N (countries) 19 19 19 19 19 19 19 18

Notes: Standard errors in parentheses. T p<0.10, * p<0.05, ** p<0.01, *** p<0.001. All models are estimated including the household-level
characteristics (not shown)
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Conclusion

Citizenship, once introduced in the wake of the modern nation-state as membership of
a specific territory, i.e. nationality understood as ‘Staatsbiirgerschaft’, has steadily
been expanded from civil to political and eventually to social rights, including “the
whole range from the right to a modicum of economic welfare and security to the right
to share to the full in the social heritage and to live the life of a civilised being accord-
ing to the standards prevailing the society” (Marshall 1950, 11). The implicit idea be-
hind citizenship was that only nationals were entitled to this variety of privileges, and
that foreigners could only access citizenship and the related rights through naturalisa-
tion. This original conception of citizenship prevailed until the 1970s, when the na-
tion-states started to acknowledge that immigrants’ temporary sojourn had become
permanent. Since then, nation-states not only introduced programs to support the inte-
gration of immigrants, but also extended citizenship, including social rights, to non-
nationals, though to a different extent, in order to improve immigrants’ social position
(Layton-Henry 1990, Hammar 2003).

Social rights as part of citizenship have figured prominently into the welfare state and
political economy literature, which emphasise two aspects. First, social rights allow
workers to maintain an acceptable standard of living when opting out of work and,
more generally, permit individuals and families to keep from being dependent from la-
bour market participation (Esping-Andersen 1990). The second aspect refers to social
rights as access to paid work (Orloff 1993), which acknowledges that certain groups,
such as women or immigrants, are excluded from the labour market. Both aspects of
social rights as ‘modicum of economic welfare and security’ and as a ‘right to work’
are essential to this thesis, which is concerned with the socio-economic incorporation

of immigrants.

The central role of social rights in the welfare state literature is evident in the numer-
ous contributions dealing with sophisticated efforts to measure and explain the emer-
gence of social rights. However, less attention has been paid to how social rights affect
poverty, redistribution and inequality, despite the rise of inequality and poverty in re-
cent decades (OECD 2011). Moreover, the welfare state literature has hardly ad-
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dressed the social rights of immigrants at all, most notably the ‘right to work’ aspect
referred to in this thesis as economic right (but see Sainsbury 2012). Differences in the
success of countries at incorporating immigrants are observable when comparing im-
migrants’ socio-economic outcomes (e.g. OECD 2012a). Generally speaking, immi-
grants’ poverty rates are higher compared to those of non-immigrants. However, pov-
erty levels as well as poverty gaps between immigrants and non-immigrants vary con-
siderably across countries, which cannot be explained by conventional approaches of

the political economy and welfare state literature.

From the beginning, the aim of this thesis has been to explore why some countries are
better at incorporating immigrants than others. More specifically, it has addressed the
question of how cross-national variations in immigrants’ poverty and poverty gaps in

advanced industrialised countries could be explained.

The main finding of this thesis is that there is not one single general explanation that
can account for cross-national variations in immigrants’ poverty and poverty gaps be-
tween immigrants and non-immigrants. Based on the theoretical framework and em-
pirical results, the following sections discuss theoretical and practical implications, as
well as areas for further research. The last section builds on the empirical findings, and
identifies three different ways in which nation-states can address immigrants’ poverty

and the poverty gaps between immigrants and non-immigrants.

Embedding immigrants’ rights in the prevailing labour market and the welfare system

Several authors have suggested that in order to explain socio-economic outcomes of
immigrants, approaches from the political economy and welfare state literature should
be combined with those of the migration and citizenship literature (Freeman 2004,
Geddes and Wunderlich 2009). This thesis has followed this request and proposed a
theoretical framework that considers not only the explanatory potential of a country’s
prevailing institutional structure of the labour market and the welfare state, but also in-

cludes immigrants’ social and economic rights.

First, the institutional setting of both the labour market and the welfare state builds the
core of the theoretical framework (Esping-Andersen and Kolberg 1992). As argued in
the theoretical chapter, states can address poverty directly by providing social pro-
grams. Besides this, they can affect poverty indirectly through labour market policies
such as wage-setting institutions, minimum wage policies, and employment protection
legislation via workers’ employment opportunities and earnings. The literature review
underlined the manner in which these approaches can be linked to and have an effect

on poverty. Second, the theoretical framework focuses on economic and social rights
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of immigrants, referred to as integration policies regulating immigrants’ access to the
labour market and social programs in this thesis. Drawing on the migration and citi-
zenship literature, several immigration categories are distinguished, each entitled to
different economic and social rights. As argued in the theoretical section, these immi-
gration categories are connected to immigration policies that regulate the entry of im-
migrants into the country. Besides assigning the particular immigration categories,
immigration policies also have a composition effect on the immigrant population. Both
aspects are considered in the theoretical framework. In addition, the theoretical
framework allows for the importance of structural factors at the micro-level. This pro-
ceeding considers that socio-demographic characteristics of households have a deci-
sive impact on immigrants’ poverty risks. The major claim of this thesis has been that
the labour market and welfare system alone cannot explain cross-national variations in
immigrants’ poverty and poverty gaps, but that their impact depends on the inclusive-
ness of integration policies concerning immigrants’ access to the labour market and

social programs.

Immigrants’ economic and social rights — where do political economies stand?

This thesis has provided a detailed analysis of immigrants’ economic and social rights
in 19 advanced industrialised countries. The data collected for this purpose not only
distinguished between several immigration categories, but also between different types
of employment and social programs intended for the working-age population. The so-
cial programs included unemployment compensation, traditional family and dual-

earner support, and social assistance.

The first major finding is that social and economic rights differ between immigrants
and non-immigrants. A closer inspection revealed that the extent of such rights de-
pends on the particular immigration category, such as immigrants with permanent or
limited residence permits, family migrants, recognised refugees, and EU citizens.
Generally speaking, and in line with previous findings (Brubaker 1989, Soysal 1994),
permanent residents across countries enjoy almost the same rights as nationals, i.e. full
access to employment and self-employment as well as social programs, without further
restriction. Preferential treatment in terms of inclusive economic and social rights is
also granted to recognised refugees and EU citizens. By contrast, major differences
arise when comparing the rights of immigrants holding permanent and limited resi-

dence permits.

The second major finding is that certain congruence between the inclusiveness of inte-

gration policies and the type of welfare state and political economy can be observed.
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Nordic countries, with the exception of Denmark, tend to grant immigrants easier ac-
cess to social programs and the labour market, while immigrants’ access is rather re-
stricted in countries such as the United States, the United Kingdom and Switzerland.
This partly suggests that welfare states with a rather universal characteristic tend to in-
corporate immigrants more easily than welfare states where entitlement to social pro-
grams is mainly means-tested. Between these two poles lie countries classified as con-
servative corporatist welfare regimes (e.g. Austria, France and Germany), which indi-
rectly restrict immigrants’ access to social programs by linking access to employment
and former contributions. The institutional legacy of the welfare state and the political
economy regime is also evident when comparing the right to work across immigration
categories. Countries with rather ‘conservative’ traditions, which in the past discour-
aged women from working (see Esping-Andersen 1990, 28), also tend to restrict the
labour market access of family members (e.g. Switzerland, Germany, and Austria). By
contrast, Nordic countries grant them full access from the beginning of their stay. This
approach is in line with the social democratic commitment to consolidating work and
welfare as well as gender equality by actively seeking full employment and promoting
women’s labour market participation (Sainsbury 1999).

However, the basis of entitlement to social programs (universal, employment-related
and means-tested) is decisive, whether or not different types of immigration categories
are granted access. In general, universal programs tend to be more inclusive towards
immigrants, irrespective of the type of immigration category. By contrast, access to
means-tested benefits in the majority of the countries depends on a permanent resi-
dence permit or having resided a number of years in the host country. Employment-
related social programs take a middle position, as they require previous labour market
participation. This approach to make immigrants’ access to social programs contingent
on the basis of entitlement can be observed across advanced industrialised countries,
regardless of the type of welfare regime. For instance, a number of countries have ex-
tended the access to traditional family programs in order to incorporate all immigrant
families, regardless of immigration category (e.g. Portugal, Austria and France). By
contrast, entitlement to social programs granted to lone-parents requires a waiting pe-
riod (e.g. Australia, Norway). The restriction of immigrants’ access to means-tested

programs is more clearly observable in the case of social assistance programs.

These findings have different theoretical and practical implications. From a theoretical
perspective, the implicit assumption of the welfare state literature that immigrants and
citizens are entitled to the same social and economic rights falls short. This thesis

yielded empirical evidence that residence per se does not grant immigrants the same
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social and economic rights, reserved for citizens. Moreover, access to the labour mar-
ket and social programs depends on the specific immigration category. Depending on
the research interest and question, a stronger theoretical focus should be put on the so-
cial and economic rights of different immigration categories. For instance, if scholars
are interested in explaining the socio-economic outcomes of more recently arrived
immigrants, or immigrants living in the margins of the society, they should consider
that these immigrants have restricted economic and social rights, in particular with re-
gard to means-tested social benefits. Also, research concerned with the entire popula-
tion, not specifically immigrants, should be conscious that the starting positions of cit-
izens and immigrants differ in terms of access to the labour market and social pro-

grams and that the position of immigrants is contingent on immigration category.

The implications for welfare state research in general are mixed. A country’s type of
welfare regime provides a good overall indication as to how immigrants are incorpo-
rated into the labour market and welfare system. But, as the empirical analysis sug-
gests, the basis of entitlement is the most important factor as to whether immigrants
are granted access to social programs. Considering that welfare states combine univer-
sal, employment-related, and means-tested social programs, as this thesis has shown,
relying solely on the type of welfare regime is too short-sighted. Therefore, more at-
tention should be paid to the relation between the basis of entitlement of social pro-
grams and immigrants’ access to social programs. In addition, the descriptive analysis
of immigrants’ social and economic rights has shown that immigration policies have a
more direct impact on immigrants’ access to the labour market and social programs
than has been argued in the theoretical chapters. This has been evident mainly for Con-
tinental European countries that do not explicitly restrict the access of immigrants to
means-tested benefits in their social security law (e.g. Germany or Switzerland).
Moreover, those countries limit the access to minimum income protection in other
ways, namely by linking welfare reliance not only to the renewal of a residence per-
mit, but also to the prospects of obtaining a permanent residence permit or citizenship.
Another example is the condition for family reunification that requires a sponsor to be
able to financially support his or her family members, which implicitly restricts reli-
ance on welfare benefits. Nevertheless, in a number of countries, traditional family
benefits are also counted as part of the family income (e.g. Austria and Sweden). At
this point, the residence condition of unemployment benefits could also be mentioned.
If immigrant workers with limited residence permit become unemployed, this circum-
stance not only affects the renewal of their residence permits, but also their rights to

unemployment benefits, benefits that ends with the expiration of the residence permit.
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This requires further research to focus more strongly on the relationship between im-
migration policies and social programs in general and the basis of entitlement of social
programs in particular. In sum, scholars should devote more attention to how immigra-
tion policies affect the access of different immigration categories to the labour market

and social programs.

From a practical perspective, considering that the third ‘common basic principle’ on
immigrant integration policy agreed by European Council in 2004 states that “em-
ployment is a key part of the integration process” (Joppke 2007, 4), the empirical find-
ings of this thesis show that there is room for improvement. Namely, countries could
facilitate the labour market access of particular immigration categories. This includes
not only the unrestricted access of family members to the labour market from the be-
ginning of the stay, but also of immigrants with temporary residence permits once they
renew their residence permits, at least to allow them to change employment within

specific sectors.

Another aspect refers to immigrants’ access to means-tested benefits, which across all
countries is relatively restricted. The empirical findings deflate arguments from propo-
nents of welfare chauvinism. Immigrants in the majority of the countries cannot direct-
ly ‘migrate’ into the welfare state because they are not entitled to means-tested bene-
fits from the beginning of their stay. Only Sweden, Norway, the Netherlands, Italy,
and Portugal stand as exceptions to this rule. However, as mentioned above, welfare
dependency is linked to the legality of their stay, which thus indirectly limits access. In
addition, the financial crisis has led different countries to restrict immigrants’ access to
social assistance benefits. An example is Portugal, where since 2012 national and EU
citizens have to prove at least one year of residence, and third-country nationals must
prove at least three years (Decree Law 133/2012, Art. 6). This instance underlines that
both immigration policies and immigrants’ social and economic rights are moving tar-

gets, a fact that calls for further analysis from a longitudinal perspective.

Do immigrants’ economic and social rights matter for poverty alleviation?

The results of multivariate analysis do not provide a conclusive answer to the question
of whether more inclusive access of immigrants to the labour market and social rights
are related to lower poverty and poverty gaps. The three main findings can be summa-

rised as follows.
First, labour market and social policies that address the needs of those individuals at

the margins of society, in combination with inclusive integration policies, tend to be

more closely related to immigrants’ poverty. The results indicate that more regulated
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minimum wage policies have a stronger reductive impact on immigrants’ poverty in
countries that grant immigrants facilitated access to the labour market than in countries
with more restrictive labour market access. In addition, the findings also provide em-
pirical support for the alleviating effect of social benefits on immigrants’ poverty, such
as traditional family benefits, social assistance, and dual-earner support. Yet, the re-
ductive poverty effect of inclusive integration policies concerning immigrants’ access
to these social programs declines as the generosity of those social benefits increases.
In other words, in countries with less generous social benefits, immigrants’ poverty

depends more strongly on the inclusiveness of immigrants’ access to social programs.

Second, countries that grant immigrants more inclusive access to social programs tend
to have smaller poverty gaps. Putting immigrants on par with non-immigrants in terms
of social rights positively affects immigrants’ socio-economic integration, and thus re-
duces differences in poverty between the immigrant and the native population. How-
ever, employment-related social programs (i.e. unemployment compensation and dual-
earner support) have a stronger reductive effect on poverty gaps than social assistance.
By contrast, the inclusiveness of immigrants’ access to the labour market is not related

to poverty gaps between immigrants and non-immigrants.

Finally, structural factors at the household level have a consistent effect on immi-
grants’ poverty or poverty gaps. Overall, households with lower educational attain-
ments and skills, lower labour market attachments, and with more self-employed
members, or members employed in atypical occupations (e.g. part-time or on tempo-
rary contracts), and with higher shares of non-active household members (children and
the elderly) are exposed to higher poverty risks, irrespective of whether poverty is
measured before or after taxes and transfers. The control variables at the country level,
i.e. the immigrant population composition or economic factors, do not contribute to

explaining observed cross-national variations in immigrants’ poverty.

These results bear different implications. First, the mere focus only on the institutional
setting of the labour market and welfare system does not suffice to explain cross-
national variations in immigrants’ poverty and poverty gaps. In addition, immigrants’
social and economic rights concerning their access to the labour market and social
programs also have to be considered. The results support the theoretical argument of
this thesis that immigrants’ socio-economic outcomes depend on the interplay of both
a country’s labour market and welfare system and the inclusiveness of integration pol-
icies in terms of immigrants’ access to the labour market and social programs. This
implies, for future research, that the effort of nation-states to facilitate immigrants’ so-

cio-economic incorporation by granting them economic and social rights has to be
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embedded within a country’s prevailing political economy regime in order to explain

cross-national variations in immigrants’ socio-economic outcomes and gaps.

Second, the findings emphasise the importance of labour market participation, both at
the micro-level and the macro-level. The number of earners per household is the most
important determinant of poverty, before and after taxes and transfers. But the promi-
nence of work is also supported at the institutional level. At least concerning poverty
gaps, employment-related programs, combined with inclusive access of immigrants to
said programs, have a considerable impact on reducing differences between immi-
grants and non-immigrants. Therefore, if the aim of countries is to reduce poverty and
poverty gaps, they should grant immigrants more facilitated access to the labour mar-
ket. This not only ensures that they can maintain financial support for themselves, but
also, in the case of job or income loss, that they will be protected by their country’s

social programs.

A first re-examination of the multivariate analysis, namely the exclusion of the most
extreme and by far largest case, the United States, revealed that it is the main driver of
the results discussed above. The United States is an extreme case compared to the oth-
er countries in terms of immigrants’ social and economic rights, i.e. the country with
the most restrictive access to the labour market and social programs, but also with re-
gard to the relatively low levels of social benefits. If the United States is excluded
from the analysis, only the impact of minimum wage policies on immigrants’ poverty
and the effect of access to unemployment compensation on poverty gaps are robust.
This implies that the theoretical framework proposed in this analysis can mainly ex-
plain variations in immigrants’ poverty and poverty gaps between the United States
and other advanced industrialised countries, but falls short of explaining cross-national

variations between Australia, Canada and European countries.

Consequently, further research could include at least the following three aspects. First,
more attention could be paid to the role of direct integration policies, i.e. the active ef-
forts of countries at incorporating immigrants into the labour market. This comprises
an analysis of measures such as additional labour market training, work-focused lan-
guage training, or the provisions of services that ensure that education qualifications
obtained abroad be adequately recognised. But more general integration policies,
whose primary aim is to integrate immigrants into the society, could be considered as
well. For instance, civic and language courses could have a spillover effect on immi-
grants’ socio-economic integration. A move from the national to the local level would
also be related to this proposal of direct integration policies. This move would allow

the assessment of the importance of municipalities, cities, or even neighbourhoods in
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providing and implementing respective policies (see Rogers and Tillie 2001, Mahnig
and Wimmer 2000, Penninx 2005, SOPEMI 2010). Integration policies at the local
level could have a more direct impact on immigrants’ socio-economic outcomes, be-
cause the responsible administrations have more experiences with the daily problems
immigrants are confronted with. Therefore, they are more qualified to propose and de-

velop respective policies that address the needs of their immigrant residents.

The second aspect refers to active labour market policies. This type of policy address-
es the needs of marginalised workers by improving their employability, e.g. through
job search aids, job-specific training or job subsidies. These policies are not designed
to target immigrant needs in particular, but instead address all residents. Future re-
search, however, not only has to pay attention to the characteristics of particular pro-
grams and the conditions to be granted access, such as previous employment, but also
to consider how inclusive they are towards immigrants, i.e. which immigration catego-
ries are granted access. The results from the multivariate analysis, which emphasised
the importance of labour market participation and employment-related social pro-
grams, further urges inclusion of this aspect. In addition, the transformation of welfare
states from welfare to work that takes place across countries also suggests considering
active labour market policies, besides traditional income and job protection, as a fun-
damental component of the post-industrial welfare state. A country’s effort in (re-
)integrating the unemployed and inactive population could thence explain cross-

national variations in immigrants’ poverty and poverty gaps.'°

Finally, the impact of labour market policies on immigrants’ poverty has to be disen-
tangled. This entails the decomposition of household incomes into the incomes of eco-
nomically active household members as well as a more detailed analysis of the associ-
ation between earnings and employment opportunities, including employment condi-
tions. Besides, more attention should be devoted to how particular labour market poli-
cies affect the employment opportunities and employment conditions of workers. For
instance, how employment protection legislation concerning regular and temporary
contracts as well as wage setting institutions influence the prospects of finding a well-
paid standard job. While these considerations are related to both migrant and native
workers, future research should stronger focus on the economic rights of native and
immigrant workers, which could explain differences in the employment opportunities

and earnings between immigrants and non-immigrants. One suggestion is to extend the

1% Related to this point to improve human capital of potential workers is also a country’s general edu-
cational system. Investment in education as an alternative pursued by countries to reduce poverty ex
ante could be added in the theoretical framework as a third pillar besides labour intervention and redis-
tribution (see also Bergh 2005).
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rather narrow conception of immigrants’ economic rights as the freedom to choose
employment, and to consider other important aspects. Examples are the right to equal
pay, equal working conditions, to forming and joining unions, and the right to be em-
ployed in the public sector. This could be further extended to include services that in-
form migrant workers about their rights or anti-discrimination policies. Namely, the
efforts made by countries to implement equal treatment through anti-discrimination
policies in general and within the labour market in particular. Drawing on these in-
sights, future research could assess whether economic rights of immigrants have an
additional impact on immigrants’ employment, earnings and thus poverty and whether
these can explain differences between immigrants and non-immigrants’ socio-

economic outcomes.

Three ways to alleviate immigrants’ poverty and poverty gaps

Conclusions from the empirical findings of the descriptive and multivariate analysis
suggest that there is no single way to reduce immigrants’ poverty and poverty gaps. At
least three different approaches can be identified which make some countries better at

incorporating immigrants than others.

One way is to combine strict immigration policies with limited access to social pro-
grams. The encouragement of ‘desired’ immigration, i.e. labour migration rather than
family migration, is pursued through high requirements, both in border crossing and
remaining in the country. The socio-economic incorporation once in the host country
mainly takes place through labour market participation rather than through redistribu-
tion. A prime example is Switzerland, where the majority of the immigrants originate
from the surrounding EU-15 countries. The restrictive immigration policies are, for
example, observable in the case of family reunification, which, as a legal claim, is re-
served for permanent residents, while immigrants with limited residence permits have
to rely on the discretion of bureaucratic administrations and different conditions
(MIPEX 2007, 178). In addition, the existing immigration policies allow repatriation
of immigrants by simply not renewing residence permits, a practice pursued during the
economic crisis in the 1970s (Mahnig and Wimmer 2003, 141).

The findings of the descriptive analysis show that Switzerland is outstanding in terms
of poverty rates based on immigrants’ market income. It is the country where the low-
est share of immigrants lives below the poverty line. At the same time, the redistribu-
tive capacities of the Swiss welfare state in reducing immigrants’ poverty are very
modest compared to other countries. This can be explained by the restricted access of

immigrants to social programs, which is mainly dependent on former employment, as
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the case of traditional family benefits shows. In a nutshell, the probability that a given
immigrant live in poverty in Switzerland is low. But if immigrant households cannot
escape poverty on their own, the probability that they will remain poor is relatively
high.

As long as a country’s economy is prospering, the combination of restrictive immigra-
tion policies and mere socio-economic incorporation of immigrants through the labour
market could be a viable solution. However, the passive position of nation-states at in-
corporating immigrants could become a burden not only due to the economic down-
turn observable in the last few years, but also due to the fact that nation-states cannot
fully control immigration inflows and outflows. Illegal immigration is an example of
this, as is permanent immigration. The majority of immigrants in advanced industrial-
ised countries have received permanent residence permits. For instance, over 60% of
the Swiss immigrant population are permanent residents despite strict conditions and a
long waiting period (up to ten years) for obtaining a permanent residence permit (Bun-
desamt fiir Statistik 2013). Thus, restrictive immigration practices, simply by sending
immigrants home, are not only complicated by normative and humanitarian considera-
tions such as socialisation within the country, but also by the legal framework. If the
smooth transition of immigrants into the labour market fails, in particular for the sec-
ond generation, the restriction of immigrants’ access to social programs only accentu-
ates their disadvantaged position and social exclusion. As the recent riots in Sweden

show, it might be just a matter of time until social tensions break out.

A second way to incorporate immigrants would be to grant settled immigrants equal
rights as nationals, and thus provide full access to the labour market and more gener-
ous social benefits. In this case, socio-economic incorporation in the host country
would proceed through labour market participation as well as through redistribution.
The latter would ensure that immigrant households that fall through the economic
cracks could maintain a socially acceptable standard of living. The Netherlands comes
closest to this proposed approach. As the descriptive analysis revealed, it is among
those countries that grant immigrants, regardless of the immigration category, the most
inclusive access to the labour market and social programs. The redistributive effect is
further observable in the low poverty rates after taxes and transfers. The Netherlands is
the most effective country not only in reducing immigrants’ poverty, but also in reduc-
ing the poverty gaps between immigrants and non-immigrants. Therefore, from a pov-
erty perspective, the Dutch case is a prime example of a successful socio-economic in-

corporation of immigrants.
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There are different reasons why this practice is difficult to adopt in other countries.
The difficulties are related to the institutional legacies concerning the structure of the
political economy and the immigration regime. The recent economic crisis has put fur-
ther constraints on the governments’ financial budgets. But a certain level of social
benefit generosity is a precondition to reducing poverty. Also, the extension of full so-
cial and economic rights to immigrants might not be politically feasible. As Mahnig
(2001) has argued, policies that benefit immigrants alone are difficult to implement
because the national electoral majority perceives this as providing immigrants with
undeserved privileges. Finally, recent policy changes in the Netherlands away from
multiculturalism, recognising the cultural differences of ethnic groups, and towards
civic integration and language acquisition (see Joopke 2007, Goodman 2010), empha-
sise the problems related to this approach at incorporating immigrants into the labour
market (Koopmans 2010). This is exemplified in the descriptive chapter by the rela-
tively high pre-tax and transfer poverty of Dutch immigrants. While granting immi-
grants full social and economic rights reduces immigrants’ poverty risks as well as

poverty gaps, it does not suffice for achieving their full socio-economic incorporation.

Therefore, a third way in which nation-states could actively promote immigrants’ la-
bour market integration combined with inclusive access to (employment-related) so-
cial programs can be proposed. The efforts of countries could be made either through
specific integration policies for immigrants and/or active labour market policies. The
importance of these factors, labour market participation and employment-related pro-
grams, is also supported by the empirical findings of the multivariate analysis. Labour
market participation of households is a central determinant of poverty, while inclusive
employment-related social programs, as measured in this thesis in terms of contribu-
tion period, are important for the reduction of poverty gaps between immigrants and

non-immigrants.

In light of the financial austerity and low prospects of ensuring that immigrants are
able to maintain themselves financially by granting them full social rights, this ap-
proach is an alternative. It is also in line with the EU’s common basic principles on
immigrants’ integration policies, which state that employment is a key part of integra-
tion. This proposition, however, goes one step further in demanding not only the inte-
grative efforts of immigrants, but also of the governments and the receiving society in
the implementation and extension of respective policies and programs for immigrants.
A number of countries are already pursuing this strategy through different initiatives,
pursued mainly at the local level. For example, Finland launched a pilot project in

April 2009, with measures developed for neighbourhoods that promote employment
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and training through mentoring programs. Different cantons in Switzerland have also
started to provide language and professional training for immigrants (SOPEMI 2010).
This strategy of pursuing the socio-economic incorporation of immigrants through
both the labour market and the welfare state could not only prove to be supported by
both the native and immigrant majorities, but also allow both groups to pursue a so-

cially acceptable standard of living.

Socio-economic incorporation of immigrants through the labour market and welfare
system is an essential dimension of immigrants’ incorporation into the host country,
but other domains such as the society and the political system are equally important.
Future research has to consider how these different dimensions of immigrants’ incor-
poration — labour market, welfare state, political system and society — are linked and
affect each other, in order to give a conclusive answer why some political economies

are better at incorporating immigrants than others.
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Appendix A. Selected social programs and data sources

Australia

Unemployment Assistance
Social assistance
Maternity leave

Child benefit
Child-raising
Childcare allowances

Lone-parent benefits
Labour market access

Austria
Unemployment Insurance

Unemployment Assistance
Social assistance
Maternity leave

Child benefit
Child-raising benefits

Lone-parent benefits

Additional family benefits

Labour market access

New start allowance: Social Security Act 1991, Vol.1, Part 2.12
Special Benefit: Social Security Act 1991, Vol.2, Part 2.15

Maternity payment (lump-sum): A New Tax System (Family Assistance)
Act 1999, Division 2A

Family Tax Benefit Part A: A New Tax System (Family Assistance) Act
1999, Division 1A

Family Tax Benefit Part B: A New Tax System (Family Assistance) Act
1999, Division 1A

Child Care Benefit (CCB), Child Care Tax Rebate (CCTR): A New Tax Sys-
tem (Family Assistance) Act 1999, Division 4A

Parenting payment (PP): Social Security Act 1991, Vol.2, Part 2.10

Migration Act 1958, Migration Regulations 1994, Australian Government
Department of Immigration and Citizenship.

Arbeitslosengeld: Unemployment Insurance Act (Arbeitslosenversiche-
rungsgesetz, ALVG) of 14 November 1977.

Notstandshilfe: Unemployment Insurance Act (Arbeitslosenversicherungs-
gesetz, ALVG) of 14 November 1977.

Sozialhilfe: Wiener Sozialhilfegesetz (WrSHG, WrLGBI 1973/11 zuletzt idF
2000/27).

Wochengeld: General Social Insurance Act (Allgemeines Sozialversiche-
rungsgesetz, ASVG) of 9 September 1955.

Familienbeihilfe: Families’ Compensation Act (Familienlastenausgleichsge-
setz) of 24 October 1967.

Kinderbetreuungsgeld: Child-raising Allowance Act (Kinderbetreuungs-
geldgesetz, KBGG) of 7 Autust 2001.

Alleinverdiener- und Alleinerzieherabsetzbetrages: Families’ Compensation
Act (Familienlastenausgleichsgesetz) of 24 October 1967. Income Tax Act
(Einkommensteuergesetz, EStG) of 7 Juli 1988.

Kinderabsetzungsbetrag: Families” Compensation Act (Familienlastenaus-
gleichsgesetz) of 24 October 1967. Income Tax Act (Einkommensteuerge-
setz, EStG) of 7 Juli 1988.

Aliens Employment Act (Auslidnderbeschiftigungsgesetz) of 20 March
1975.
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Belgium
Unemployment Insurance

Social assistance

Maternity leave

Child benefit
Child-raising benefits
Additional family benefits

Labour market access

Canada
Unemployment Insurance

Unemployment Assistance
Social assistance

Maternity leave
Child benefit

Child-raising benefits
Childcare allowances

Labour market access

Denmark
Unemployment Insurance

Social assistance
Maternity leave
Child benefit

Childcare allowances
Labour market access

Allocation de chomage: Royal Decree of 25. November 1991 with regula-
tions concerning unemployment (Belgian Monitor of 31. De cember 1991).
Ministerial decree concerning the schemes of application of unemployment
regulations (Belgian Monitor of 25 January 1992).

Revenue d’intégration: Law of 26 May 2002 on the Right to social integra-
tion (Droit a ’intégration sociale).

Indemnité de maternité: Health Care and Sickness Benefit Compulsory In-
surance Act (Loi relative a I’assurance obligatoire soins de santé et indemni-
tés), co-ordinated on 14 July 1994, Royal Decree of 3 July 1996 on the exe-
cution of this Act and Regulation of 16 April 1997 on the execution of Arti-
cle 80, 5° of this same Act.

Allocations familiales: Royal Decree of 19 December 1939 on family allow-
ances for employed workers.

Congé parental: Royal Decree of 29 October 1997 on the introduction of a
right to parental leave.

Prestations familiales garanties: Law of 20 July 1971 on guaranteed family
allowances.

Royal Decree pf 30 April 1999 on the employment of foreign workers, Roy-
al Decree of 3 February 2003 dispensing certain categories of immigrants
from the obligation to obtain a professional card to pursue an independent
activity.

Employment Insurance: Employment Insurance Act S.C. 1996, ¢.23.

Employment assistance (Ontario Works): Ontario Works Act, 1997 and On-
tario Regulation 134/98.

Basic financial assistance/Income assistance (Ontario Works): Ontario
Works Act, 1997 and Ontario Regulation 134/98.

Maternity benefits: Employment Insurance Act S.C. 1996, ¢.23.

Canada Child Tax Benefit: Income Tax Act R.S.C., 1985, c.1 (Section
122.6).

Parental care: Employment Insurance Act S.C. 1996, c.23.

Universal Child Care Benefit (UCCB): Universal Child Care Benefit Act
S.C. 2006, c. 4, s. 168.

Immigration and Refugee Protection Regulations S.C. 2001, ¢.27.

Arbejdslashedsforsikring: Con. Act No 874 of 11 September 2005 on unem-
ployment insurance (om arbejdsleshedsforsikring mv).

Kontanthjeelp (Social Bistand): Con. Act No 1009 of 24 October 2005 on
Active Social Policy (om aktiv social politik).

Dagpenge ved fadsel: Act. No. 566 of 9 June 2006 on right to leave and cash
benefits in the event of birth (barselsloven).

Borne- og ungeydelse, bornetilskud: Con. Act No 909 of 3 September 2004
on child benefits (om Bernetilskud).

Childcare allowances: MISSOC 2007.
Aliens Consolidation Act No. 945 of 1 September 2006.
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Finland

Unemployment Insurance
Unemployment Assistance
Social assistance

Maternity leave

Child benefit

Child-raising benefits

Childcare allowances

Additional family benefits

Labour market access

France

Unemployment Insurance
Unemployment Assistance

Social assistance

Maternity leave

Child benefit
Child-raising benefits
Childcare allowances
Lone-parent benefits

Labour market access

Germany
Unemployment Insurance

Unemployment Assistance

Perustoimeentuloturva (basic security), ansioperusteinen sosiaaliturva (earn-
ings-related security): Unemployment Allowances Act (Tyottomyysturvala-
ki) of 30 December 2002. KELA (2008).

Tydmarkkinatuki (labour market support): Unemployment Allowances Act
(Tyottdmyysturvalaki) of 30 December 2002. KELA (2008).

Toimeentulotuki (living allowance): Social Assistance Act (Laki toimeen-
tulotuesta) of 30 December 1997. KELA (2008).

Aitiysraha, vanhempainraha, isyysraha (maternity, parental and paternity al-
lowance): Maternity Grant Act (Aitiysavustuslaki) of 28 May 1993. Sickness
Insurance Act (Sairausvakuutuslaki) of 21 December 2004. KELA (2008).

Lapsilisd (child benefit): Child Allowances Act (Lapsilisdlaki) of 21 August
1992. KELA (2008).

Lasten kotihoidon tuki (child home care allowance): Act on children’s home
and personal care assistance 20.12.1996/1128 (Laki lasten kotihoidon ja
yksityisen hoidon tuesta 20.12.1996/1128). KELA (2008).

Lasten yksityisen hoidon tuki (private childcare allowance): Act on chil-
dren’s home and personal care assistance 20.12.1996/1128, §7 (Laki lasten
kotihoidon ja yksityisen hoidon tuesta 20.12.1996/1128).

Osittainen hoitoraha (partial childcare allowance): Act on children’s home
and personal care assistance 20.12.1996/1128, §13

Aliens Act (301/2004)

Assurance de chdomage: Unemployment insurance (assurance chomage): Art.
L. 351-3 to L. 351-8 of Labour Code (Code du travail).

Régime de solidarité: Unemployment assistance (régime de solidarité): Art.
L.351-9to L. 351-11 of Labour Code (Code du travail).

Droit a I’integration sociale (former: Revenu Minimum d’Insertion): Social
action and Family Code (Code de I’action sociale et de la famille), articles L.
262-1 and following.

Indemnités journaliéres de maternité et de paternité: General scheme for em-
ployees (Régime général d’assurance maladie des travailleurs salariés,
RGAMTS): Social Security Code (Code de la sécurité sociale, CSS), Ar-
ticles 331-1, and following.

Allocations familiales: Social Security Code (Code de la sécurité sociale,
CSS), Book V. Article L. 511-1, and following.

Complément de libre choix d’activité (CLCA): Social Security Code (Code
de la sécurité sociale, CSS), Book V. Article L. 531-1, and following.

Complément de libre choix de mode de garde (Colca): Social Security Code
(Code de la sécurité sociale, CSS), Book V. Article L. 531-1, and following.

Allocation de parent isolé (API): Social Security Code (Code de la sécurité
sociale, CSS), Book V. Article L. 524-1, and following.

Code on the entry and stay of the foreigners and on the asylum right (Code
de I’entrée et du séjour des étrangers et du droit d’asile)

Arbeitslosenversicherung: Social Code (Sozialgesetzbuch), Book III, of 24
March 1997.

Arbeitslosengeld II: Social Code (Sozialgesetzbuch), Book II, of 24 Decem-
ber 2003.
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Social assistance

Maternity leave

Child benefit

Child-raising benefits

Additional family benefits

Labour market access

Greece
Unemployment Insurance

Maternity leave
Child benefit

Labour market access

Ireland
Unemployment Insurance

Unemployment Assistance
Social assistance
Maternity leave

Child benefit
Lone-parent benefits

Additional family benefits

Labour market access

Italy
Unemployment Insurance

Social assistance

Sozialhilfe: Social Code (Sozialgesetzbuch), Book XII, of 27 December
2003.

Mutterschaftsgeld: Act on the protection of working mothers (Gesetz zum
Schutze der erwerbstéitigen Mutter, MuSchG) in the version promulgated on
20 June 2002 (BGBL. I p. 2318); as last amended by Article 32 of the Act of
14 November 2003 (BGBL. I p. 2190).

Kindergeld: Federal Child Benefit Act (Bundeskindergeldgesetz, BKKG) in
the version published on 14 April 1964. Income tax law (Einkommen-
steuergesetz; EStG) in the version published on 19 October 2002, last
amended by Art. 1 of the Act of 28 April 2006 (BGBI. I p.1095).

Elterngeld: Federal Act on parental allowance and parental leave (Bundesel-
terngeld- und Elternzeitgesetz — BEEG, 5 December 2006).

Elternzeit (child-raising leave): Federal Act on parental allowance and pa-
rental leave (Bundeselterngeld- und Elternzeitgesetz — BEEG, 5 December
2006).

Residence Act (Aufenthaltsgesetz) of 30 July 2004.

Unemployment insurance: Statutory Order No. 2961/1954. Law No.
1545/1985. Law No. 1892/1990.

Maternity benefit (EIIIAOMA KYO®O-PIAX-AOXEIAY): Legislative De-
cree 1846 of 14 June 1951 on social insurance as amended.

Child benefit: Royal Order No. 20 of 23 December 1959. Presidential Order
No. 527/1984. Presidential Order No. 412/1985

Act No. 3386 on the entry, residence and social integration of third-country
nationals into the Greek territory of 23 August 2005, Presidential Decree No.
131 on the harmonization of the Hellenic Legislation with the Directive
2003/86/EC concerning the right of family reunification of 13 July 2006.

Unemployment Benefits: Social Welfare Consolidation Act 2005, Part 2,
Chp. 12, Sect. 62-68.

Unemployment Assistance: Social Welfare Consolidation Act 2005, Part 3,
Chp. 2, Sect. 140-148.

Supplementary Welfare Allowance: Social Welfare Consolidation Act 2005,
Part 3, Chp. 9, Sect. 187-208.

Maternity benefit: Social Welfare Consolidation Act 2005, Part 2, Chp. 9,
Sect. 47-51.

Child Benefit: Social Welfare Consolidation Act 2005, Part 4, Sect. 219-223.

One Parent Family Payment: Social Welfare Consolidation Act 2005, Part 3,
Chp. 9, Sect. 172-178.

Family Income Supplement: Social Welfare Consolidation Act 2005, Part 6,
Sect. 227-233.

Employment Permit Act 2006.

Indennita ordinaria di disoccupazione; 1’assicurazione contro la disoccupa-
zione: Law No. 427 of 6 August 1975. Law No. 160 of 20 May 1988. Law
No. 223 0f 23 July 1991. Law No. 80 of 14 May 2005.

Minimo vitale: Regulation No. 19 of 6 February 2006 on the interventions
and social services of the community of Milano.



Appendix

219

Maternity leave

Child benefit

Labour market access

Netherlands
Unemployment Insurance

Social assistance
Maternity leave
Child benefit

Labour market access

Norway
Unemployment Insurance

Social assistance
Maternity leave

Child benefit
Child-raising benefits

Childcare allowances

Lone-parent benefits
Additional family benefits

Labour market access

Portugal
Unemployment Insurance
Unemployment Assistance

Social assistance

Indennita di maternita, congedo di maternita/paternita: Law No. 1204 of 30
December 1971 on the protection of working mothers. Law No. 903 of 9
December 1977 on equal treatment between men and women. Law No. 53 of
8 March 2000 on provisions for maternity and paternity support.

L’assegno per il nucleo familiare: Decree of 30 May 1955. Law of 17 Octo-
ber 1961. Law No. 153 of 13 May 1988 (family benefits). Decree No. 306 of
15 July 1999. Decree No. 452 of 21 December 2000. Law No. 296 of 27 De-
cember 2006.

Decree-Law No. 286 of 25 July 1998 concerning immigration and the condi-
tion of third country nationals, Decree of the President of the Republic No.
394 of 31 August 1999, Law No. 189 of 30 July 2002.

Unemployment Insurance (WW): Unemployment Benefit Act (Werk-
loosheidswet, WW).

Algemene Bijstand: Work and Social Assistance Act (Wet Werk en Bijstand,
WWB).

Maternity leave (Zwangerschaps- en bevallingsverlof): Work and Care Act
(Wet arbeid en zorg, WAZO).

Child Benefits (Algemene Kinderbijslag): General Child Benefit Act (Alge-
mene Kinderbijslagwet, AKW).

Aliens employment Act of 21 December 1994.

Dagpenger: National Insurance Act (folketrygdloven) of 28 February 1997,
Chapter 4.

Stenad til livsopphold (sosialhjelp): Act on Social Services of 13 December
1991, Rundskriv 1-34/2001.

Foreldrepenger: National Insurance Act (folketrygdloven) of 28 February
1997, Chapters 14.

Barnetrygd: Child Benefit Act (barnetrygdloven) of 8 March 2002.
Engangsstenad ved fodsel (maternity grant): National Insurance Act (fol-
ketrygdloven) of 28 February 1997, Chapter 14.

Kontantstette (Monthly Cash Benefit for Parents with Small Children): Act
on Cash Benefit for Parents with Small Children (kontantstatteloven) of 26
June 1998.

Stenad til enslig mor eller far: National Insurance Act (folketrygdloven) of
28 February 1997, Chapter 15.

Stenad til barnetilsyn (Childcare Benefit): National Insurance Act (fol-
ketrygdloven) of 28 February 1997, Chapter 15.

Immigration Act No. 64. of 24 June 1988, Immigration Regulations No.1028
of 21 December 1990.

Subsidio de desemprego: Statutory Decree 220/2006 of 3 November 2006.

Subsidio social de desemprego: Statutory Decree 220/2006 of 3 November
2006.

Rendimento social de inser¢ao/rendimento minimo garantido (Social inser-
tion income): Law 13/03 of 21 May 2003. Statutory Decree 283/03 of 8 No-
vember 2003. Statutory Decree 45/05 of 29 August 2005.
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Maternity leave

Child benefit

Labour market access

Spain
Unemployment Insurance

Unemployment Assistance
Social assistance

Maternity leave

Child benefit

Labour market access

Sweden
Unemployment Insurance

Unemployment Assistance

Social assistance

Maternity leave

Child benefit

Labour market access

Proteccdo da maternidade (e da paternidade): Law 99/2003 of 27 August
2003. Law 35/2004 of 29 July 2004. Statutory Decree 154/88 of 29 April
1988 modified by Statutory Decree 333/95 of 23 December 1995. Statutory
Decree 347/98 of 9 November 1998. Statutory Decree 77/2000 of 9 May
2000. Statutory Decree 77/2005 of 13 April 2005

Prestagdes familiares: Law 32/02 of 20 December 2002. Statutory Decree
176/03 of 02 August 2003.

Decree-Law No. 34 concerning the conditions and procedures on the entry,
permanence, exit and removal of foreign citizens from Portuguese territory,
as well as the status of long term resident of 25 February 2003

Proteccion por desempleo (prestacion): Royal Decree No. 625/85 of 2 April
1985; Social Security General Act (Ley General de la Seguridad Social) ap-
proved by Legislative Royal Decree No. 1/94 of 20 June 1994; Law No.
45/2002 of 12 December 2002; Law No. 52/2003 on Employment of 16 De-
cember 2003; Royal Decree No. 3/2004 of 25 June 2004; Royal Decree No.
200/2006 of 17 February 2006; Royal Decree No. 1369/2006 of 24 Novem-
ber 2006.

Proteccion por desempleo (subsidio): see ‘unemployment insurance’ above

Renta minima de insercién: Law No. 15/2001 on the minimum income in the
comunity of Madrid (Ley de renta minima de insercion en la comunidad de
Madrid).

Prestacion por maternidad: Social Security General Act (Ley General de la
Seguridad Social) approved by Legislative Royal Decree No. 1/94 of 20
June 1994. Legislative Decree No. 1/95 of 24 March 1995. Law No. 39/99 of
5 November 1999 on conciliation of Labour and Family Life for workers
(Ley sobre conciliacion de la vida familiar y laboral de las personas trabaja-
doras). Royal Decree No. 1252/2001 of 16 November 2001.

Prestaciones por hijo a cargo: Social Security General Act (Ley General de
la Seguridad Social) approved by Legislative Royal Decree No. 1/94 of 20
June 1994. Royal Decree No. 1335/2005 of 11 November 2005.

Organic Law No. 4 on the Rights and Freedoms of Aliens in Spain and their
Social Integration of 11 January 2000, amended by Organic Law 8/2000,
Organic Law 11/2003 and Organic Law 14/2003. Implementing Regulation
of Organic Law 4/2000, Official State Bulletin No. 174. 21 July 2001,
amended by Royal Decree 864/2001 and 2393/2004.

Inkomstbortfallsforsdkring: Unemployment Insurance Act (Lag om ar-
betsloshetsforsakring) of 29 May 1997 and Regulation of 13 November
1997.

Grundforsdkring:  Unemployment Insurance Act (Lag om ar-
betsloshetsforsdkring) of 29 May 1997 and Regulation of 13 November
1997.

Ekonomiskt bistand (socialbidrag): Social Services Act No. 453 of 7 June
2001. Law of January 2002.

Foréldrapenning (parental benefits): National Insurance Act (Lag om allmén
forsdkring) No. 381 of 25 May 1962. Law on Parental Insurance
(fordldraforsikring) of January 1974. Law on Parental Leave (fordldrale-
dighetslag) No. 584 of 24 May 1995.

Barnbidrag: General Child Benefit Act (Lag om allménna barnbidrag) No.
529 of 26 June 1947.

Aliens Act No. 716 of 29 March 2005.
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Switzerland

Unemployment Insurance

Social assistance

Maternity leave

Child benefit

Labour market access

United Kingdom
Unemployment Insurance

Unemployment Assistance

Social assistance

Maternity leave

Child benefit

Childcare allowances
Additional family benefits
Labour market access

United States
Unemployment Insurance

Social assistance
Child benefit

Labour market access

Arbeitslosenversicherung: Federal Law on Compulsory Unemployment In-
surance and Allowances in case of Insolvency of 25 June 1982 (Bundesge-
setz iiber die obligatorische Arbeitslosenversicherung und die Insolvenzent-
schiadigung). Federal Law on General Provisions concerning Legislation on
Social Insurances of 6 October 2000 (Bundesgesetz iiber den Allgemeinen
Teil des Sozialversicherungsrechts).

Sozialhilfe: Canton Zurich: Social Assistance Law (Ziircher Sozialhilfege-
setz) of 14 June 1981.

Mutterschaftsgeld: Federal Law on Income Compensation Allowances in
case of Service and in case of Maternity of 25 September 1952 (Bundesge-
setz liber den Erwerbsersatz fiir Dienstleistende und bei Mutterschaft). Fe-
deral Law on General Provisions concerning Legislation on Social Insu-
rances of 6 October 2000 (Bundesgesetz liber den Allgemeinen Teil des So-
zialversicherungsrechts).

Kinderzulage: Canton Zurich: Law on the child allowance for employees
(Ziircher Gesetz iiber Kinderzulagen fiir Arbeitnehmer) of 8 June 1958.

Federal Law and regulations on the Temporary and Permanent Residence of
Foreign Nationals (Bundesgesetz und Verordnung iiber den Aufenthalt und
Niederlassung der Auslinder, ANAG/ANAYV), regulations on the numerical
limitation of foreigners (Verordnung iiber die Begrenzung der Zahl der Aus-
lander, BVO).

Contribution-based jobseeker’s allowance: Jobseekers Act 1995. CPAG
(2008).

Income-based jobseeker’s allowance: Jobseekers Act 1995. CPAG (2008).

Income support: Income Support (General) Regulations, 1987. Social Secu-
rity Administration Act 1992. CPAG (2008).

Statutory maternity pay and maternity allowance: Social Security Contribu-
tions and Benefits Act 1992. Social Security Administration Act 1992. The
Welfare Reform and Pension Act 1999. Employment Act 2002. CPAG
(2008).

Child benefit: Social Security Contributions and Benefits Act 1992. CPAG
(2008).

Working tax credit: The Tax Credits Act 2002. CPAG (2008).
Child tax credit: The Tax Credits Act 2002. CPAG (2008).
Immigration Act of 28 October 1971, Immigration Rules.

Unemployment Insurance: Michigan Employment Security Act 1 of 1936
(Ex. Sess.). Country chapter benefits and wages (OECD 2007).

Supplemental Security Income (SSI), Food Stamps: Code of Federal Regula-
tions, Title 8 - Aliens and Nationality.
Temporary Assistance for Needy Families (TANF): Code of Federal Regula-
tions, Title 8 - Aliens and Nationality.

Immigration and Nationality Act of 1952, Code of Federal Regulations - Al-
iens and Nationality.
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Appendix B. Descriptive statistics (immigrant and full sample)

Only immigrant households All housholds
Mean SD Min. Max. N Mean SD Min. Max. N
Dependent variables
Poverty rates based on market income 0299  0.458 0 1 9776  0.193 0395 0 1 129 814
Poverty rates based on disposable income 0.201 0.401 0 1 9776  0.101 0.301 0 1 129 814
Independent variables (household-level)
Ref. non-immigrant
Immigrant - - - - - 0.075 0.264 0 1 129 814
Mixed - - - - - 0.073  0.259 0 1 129 814
Ref. low education
Medium 0245 0430 0 1 9597  0.281 0.449 0 1 129 279
High 0271 0444 0 1 9597 0220 0414 0 1 129279
Mixed, low 0.117  0.321 0 1 9597  0.145  0.352 0 1 129 279
Mixed 0.050 0218 0 1 9597  0.058 0.234 0 1 129 279
Mixed, high 0.090 0.287 0 1 9597  0.143  0.350 0 1 129 279
Ref. low service functionaries
Blue collar workers 0.196 0397 0 1 9765  0.139  0.346 0 1 129 749
Mixed sesrvice functionaries 0.070  0.255 0 1 9765 0.075 0.263 0 1 129 749
Socio-cultural professionals 0.123  0.328 0 1 9765 0.140  0.347 0 1 129 749
Capital accumulators 0.084  0.277 0 1 9765  0.069 0.253 0 1 129 749
Mixed skills, low 0.129 0335 0 1 9765  0.148  0.355 0 1 129 749
Mixed skills, high 0.029  0.169 0 1 9765  0.068  0.251 0 1 129 749
Mixed skills 0.129 0336 0 1 9765 0230 0421 0 1 129 749
Other 0.073  0.260 0 1 9765  0.038  0.192 0 1 129 749
Ref. no one employed
One person 0.505  0.500 0 1 9763 0413 0492 0 1 129 740
Multiple earners 0332 0471 0 1 9763 0463 0499 0 1 129 740
Ref. no one employed atypically
At least one person 0.127 0333 0 1 9763  0.201 0.400 0 1 129 740
All 0.155 0362 0 1 9763  0.111 0.314 0 1 129 740
Ref. no one self-employed
At least one person 0.059  0.236 0 1 9763  0.110 0.313 0 1 129 740
All 0.081 0273 0 1 9763  0.092  0.289 0 129 740
Ref. one person household, female
One person household, male 0.126  0.331 0 1 9776  0.092  0.288 0 1 129 814
Two adults, without dependent children 0.160  0.367 0 1 9776  0.238  0.426 0 1 129 814
Other households, without depend. children ~ 0.062 0.242 0 1 9776  0.105 0.307 0 1 129 814
Single parent households, female 0.090  0.287 0 1 9776  0.054 0.226 0 1 129 814
Single parent households, male 0.017 0.130 0 1 9776  0.011 0.104 0 1 129 814
Two adults, with dependent children 0.361 0.480 0 1 9776  0.355 0.478 0 1 129 814
Other households, with dependent children 0.083 0.276 0 1 9776  0.067 0.250 0 1 129 814
Ref. young (18-39)
Middle (40-59) 0374 0484 0 1 9776  0.387  0.487 0 1 129 814
Mixed (18-59) 0.162 0369 0 1 9776  0.178  0.382 0 1 129 814
Mixed (incl. 60+) 0.089  0.284 0 1 9776  0.134  0.341 0 1 129 814
Number of children < 13 0 1.049 -0.757 7.243 9776 0 0930 -0.591 9.409 129814
Number of persons > 65 0 0280 -0.060 2940 9776 0 0333 -0.086 3914 129814
Independent variables (country-level)
Index labour market (LM) 0.113  -0.117 0217 9776 0.123  -0.158 0.175 129814

0.123  -0.123 0210 9776
0.159 -0.193 0307 9776

0.130 -0.220 0.280 9776
0297 -0.441 0393 9776
0284 -0.525 0475 9776
0.297 -0.499 0.501 9776

1332 -1.616 2384 9776
1.111  -1.169 1.831 9776
3.043 -3.824 3.176 9776
22268 -28.56 31.840 9776
0915 -1.405 2595 9776
1.114 -1.129 2251 9776

. -0.265 0.175 9776
5821 -7.357 14569 9776
33.654 -40.35 59.653 9776
12.305 -18.17 28415 9512

15.541 -22.43 43319 9776
9.710 -12.13 24877 9512
18.415 -29.64 26.156 9512
5213 -8.587 13.132 9512

0.052 -0.161 0.057 9776
0.874 -1332 2482 9776
1.639 -3.013 3.152 9776
3779 -4.676 8324 9776
4421 -4.726 7.654 9776

0.119  -0.172  0.161 129814
0.184  -0.227 0273 129814

0.143  -0.246  0.254 129814
0274 -0.532 0301 129814
0236 -0.584 0416 129814
0326 -0.610 0390 129814

1.238  -2.038 1962 129814
1.044  -1.482 1518 129814
3.036  -3.171  3.829 129814
23.600 -2532 35.078 129814
0.900 -1.740 2260 129814
1.084 -1.413 1967 129814

. -0.276  0.164 129 814
5136 -7.300 14.626 129 814
32133 -53.00 46.996 129814
11.562  -19.99 26.600 125863

13.138 -21.23 44.521 129814
9.756  -13.32  23.688 125863
16.409 -24.58 31.216 125863
6.036  -8.659 13.060 125863

0.056 -0.146  0.072 129814
0970 -1.283 2531 129814
1.821 -3366 2800 129814
3764  -5.7707  7.293 129814
4.003  -6.079 6.301 129814

Index labour market (empl.)
Index labour market (self.)

Index access (unemployment)
Index access (family benefits)
Index access (dual earner)
Index access (social assistance)

Wage bargaining coordination
Government intervention
Minimum wage setting
Minimum wage (% of median)
OECD EPL index (reg.)
OECD EPL index (temp.)

Unemployment generosity
Traditional family benefits
Index dual earner support
Minimum income protection

Industrialised countries, % foreign born
Permit based statistics, work (%)

Permit based statistics, family (%)
Permit based statistics, humanitarian (%)

GDP growth (5-year average)
Employment growth (2006)
Unemployment rate (%)
Unemployment rate (migrants)
Total social expenditure (% of GDP)
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Appendix C. Descriptive statistics — country-level variables (N=19, uncentred)

Mean SD Minimum Maximum
Dependent variables
Poverty rates based on market income (immigrants) 35.103 11.796 16.563 52.251
Poverty rates based on market income (non-immigrants) 17.828 3.426 8.534 26.191
Poverty rates based on market income (mixed) 17.466 4.559 7.569 24.160
Poverty rates based on disposable income (immigrants) 20.472 5.159 9.348 29.717
Poverty rates based on disposable income (non-immigrants) 8.500 3.109 4.790 14.703
Poverty rates based on disposable income (mixed) 8.394 3.517 2.691 14.702
AME coefficients based on market income (raw, imigrants) 13.337 8.042 2.144 24.427
AME coefficients based on market income (raw, mixed) -0.778 5.221 -15.323 7.699
AME coefficients based on market income (net, immigrants) 4.497 2.657 0.520 11.159
AME coefficients based on market income (net, mixed) 2.197 2.142 -3.522 6.323
AME coefficients based on disposable income (raw, immigrants) 8.406 2.603 2.534 13.195
AME coefficients based on disposable income (raw, mixed) -0.485 3.401 -8.193 4.925
AME coefficients based on disposable income (net, immigrants) 4218 2.083 0.240 9.365
AME coefficients based on disposable income (net, mixed) 1.525 2.067 -3.536 4.133
Independent variables
Index labour market (LM) 0.736 0.116 0.583 0.917
Index labour market (employment) 0.761 0.123 0.583 0.917
Index labour market (self-employment) 0.711 0.176 0.5 1
Index access (unemployment) 0.502 0.152 0.25 0.75
Index access (family benefits) 0.730 0.249 0.167
Index access (dual-earner support) 0.628 0.188 0 1
Index access (social assistance) 0.599 0.330 0 1
Wage bargaining coordination 3.158 1.214 1 5
Government intervention 2.553 1.039 1 4
Minimum wage setting 4.211 3.047 1 8
Minimum wage (% of median) 27.737 24.961 0 60.4
OECD EPL index (reg.) 2.043 0.885 0.17 4.17
OECD EPL index (temp.) 1.737 1.100 0.25 3.63
Unemployment generosity 0.719 0.111 0.44 0.88
Traditional family benefits 8.357 5.531 0 21.926
Index dual-earner support 53.209 33.660 0 100
Minimum income protection’ 40.781 11.303 19.237 65.820
Industrialised countries, % foreign born 31.544 14.247 6.634 72.381
Permit based statistics, work (%)" 13.829 10.857 0.571 37.575
Permit based statistics, family (%) 38.552 15.079 15.863 71.660
Permit based statistics, humanitarian (%)’ 8.613 6.322 0.080 21.799
GDP growth (5-year average) 0.710 0.059 0.567 0.785
Employment growth (2006) 1.936 1.063 0.622 4.437
Unemployment rate (%) 5.803 1.931 2.529 8.695
Unemployment rate (immigrants) 9.129 3.617 33 16.3
Total social expenditure (% of GDP) 22.111 4.071 16.016 28.396

Notes: ' Data missing for Greece.
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Appendix D. Descriptive statistics — average value per country (migrant sample)

AT BE DE DK ES FI FR GR 1IE
Dependent variables
Poverty rates based on market income 0.241 0436 0404 0371 0248  0.468 0384 0254  0.363
Poverty rates based on disposable income 0.151 0.266  0.213 0.159  0.266 0.202 0.154 0246  0.142
Independent variables (household-level)
Ref. low education
Medium 0371 0283 0.287 0.258 0229 0377 0.192 0340 0.224
High 0.142 0316 0317 0225 0.133 0254 0.192  0.099 0.393
Mixed, low 0.199  0.080 0.072  0.125 0.181  0.090 0.122  0.130  0.059
Mixed 0.020  0.029  0.051 0.050 0.056 0.049 0.041 0.031 0.029
Mixed, high 0.070  0.092  0.162 0.117 0.078 0.098 0.045 0.122 0.118
Ref. low service functionaries
Blue collar workers 0254 0203 0.153 0220 0.197 0.18 0220 0318 0.112
Mixed sesrvice functionaries 0.037  0.105 0.090 0.045 0.020 0.024 0.083 0.027 0.061
Socio-cultural professionals 0.070  0.092 0.177 0212  0.051 0.177  0.098 0.034  0.132
Capital accumulators 0.037  0.067 0.033  0.030 0.030 0.129 0.062 0.023  0.102
Mixed skills, low 0224 0.113  0.18  0.076 0370 0.040 0207 0299  0.159
Mixed skills, high 0.015 0.025 0.045 0.030 0.010 0.040 0.026 0.004 0.034
Mixed skills 0.090 0.090 0.165 0.106 0.063 0.048 0.092 0.106 0.142
Other 0.029 0.078 0.054 0.121  0.022 0.169 0.049 0.049 0.054
Ref. no one employed
One person 0.544 0474 0455 0477 0396 0532 0540 0.511 0431
Multiple earners 0300 0.178 0.246  0.265 0502 0.194 0213 038  0.325
Ref. no one employed atypically
At least one person 0.119  0.090 0.189 0.091 0246 0.056 0.098 0.102 0.129
All 0.140  0.145 0.153  0.076 0323 0.169 0213 0280 0.183
Ref. no one self-employed
At least one person 0.022  0.061  0.030 0.023 0.093 0.081 0.030 0.087 0.047
All 0.077  0.086 0.057 0.076 0.081 0.145 0.062 0.106 0.071
Ref. one person household, female
One person household, male 0.125 0.191 0.129  0.152  0.053 0.145 0.109  0.102  0.125
Two adults, without dependent children 0.167 0.149 0.162 0.114 0.167  0.081 0.149  0.170  0.169
Other households, without depend. children 0.061 0.027  0.060 0.038 0.102 0.016 0.023 0.110  0.088
Single parent households, female 0.090 0.107 0.120 0.129  0.073 0.153 0.113 0.038 0.163
Single parent households, male 0.006 0.013 0.015 0.015 0.008 0.032 0.028 0.004 0.007
Two adults, with dependent children 0377 0338 0332 0417 0337 0411 0416 0413  0.302
Other households, with children 0.066  0.038  0.039 0.045 0.195 0.056 0.056 0.091 0.031
Ref. young (18-39)
Middle (40-59) 0340 0398 038 0439 0250 0363 0497 0273  0.356
Mixed (18-59) 0215 0.140 0.138  0.205 0246 0.121 0.122 0212 0.115
Mixed (incl. 60+) 0.055 0.044 0.087 0.045 0.083  0.024 0.126 0.083  0.031
Number of children < 13 -0.010 -0.019 -0.116 0.084 0.139  0.098 0.112 -0.143 -0.051
Number of persons > 65 -0.029  -0.039 -0.021 -0.022 -0.009 -0.044 -0.004 0.000 -0.047
Independent variables (country-level)
Index labour market (LM) -0.075 -0.012  0.008 0.175 -0.096 0.196  0.008 -0.033 -0.117
Index labour market (empl.) -0.123  0.085  0.127 0210 0.002 0.168 0210 0.043 -0.040
Index labour market (self.) -0.027 -0.110 -0.110 0.140 -0.193 0223 -0.193 -0.110 -0.193
Index access (unemployment) -0.137  -0.137 -0.053 -0.137 0.030 0.280  0.197 0.197 0.238
Index access (family benefits) 0.393 -0.024 0226 0.115 0.393 0.226 0.393 0.059  0.143
Index access (dual-earner support) 0.141  -0.025 0.141 0.141 0.141 0.225  0.030 0.141 0.141
Index access (social assistance) -0.165  0.001 0.001  -0.249 0.251 0.501 0.001  -0.499 0.251
Wage bargaining coordination 1.384 1.384 1.384 1.384 1.384 0384 -0.616 1384 2384
Government intervention -0.169 1.831 -0.169 -0.169 0831 0831 0.831 0.831 1.831
Minimum wage setting -3.824  -1.824 -3.824 -3.824 0.176 -3.824 3.176  2.176  1.176
Minimum wage (% of median) -28.56  21.740 -28.560 -28.560 17.040 -28.560 31.840 17.640 24.540
OECD EPL index (reg.) 0.795  0.155 1425 0.055 0.885 0.595 0.895 0.755  0.025
OECD EPL index (temp.) 0.121 1251 -0.129 0.001 2.121  0.501  2.251 1.751  -0.749
Unemployment generosity 0.003 0.052  0.028 0.175 0.100  -0.003  0.027 -0.210  0.003
Traditional family benefits 3905 0.154 1.814  3.638 -7.357 3.493 2946 -5.568 14.569
Index dual-earner support 8386 23.805 56.071 59.653 18923 22400 53.707 -37.912 -12.854
Minimum income protection 0817 -5916 5.150 13.411 -9.664 11.438 -6.304 . 28.415
Industrialised countries, % foreign born 7295 17.033 -0.309 -7.182  0.875 0514 3.136 -5.756 43.319
Permit based statistics, work (%) -1020  -5.731 -6.801 3961 13.788 -1.210 -7.567 . -3.797
Permit based statistics, family (%) 0.875 -10.688 -18.952 -18.685 -29.641 -11.259 11.883 . -28.204
Permit based statistics, humanitarian (%) 2401  -2.523 0244 2478 -8.587 3450 -2.626 . -7.767
GDP growth (5-year average) -0.064  0.005 -0.059 0.003 -0.081 -0.036 0.027 -0.080 -0.065
Employment growth (2006) -0.906 -0.663 -1.332 -0.326 2.127 -0.193 -1.315 0.502  2.482
Unemployment rate (%) -1.126 1915 3.152  -1.531 2.751 1322 2461 2551  -0.987
Unemployment rate (immigrants) 1.024 8324 6224 0.124 3.724 6324 5824 0.624 -1.976
Total social expenditure (% of GDP) 5679 5597 4420 5301 0.838 4.093 7.654 0.587 -4.430

Observations 544 477 334 132 508 124 531 264 295
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Appendix D [continued]

Immigrant households 1T NL NO PT SE UK CH AU CA Us
Dependent variables
Poverty rates based on market income 0.185 0293 0389 0.218 0446 0338 0.174 0257 0265 0.306

Poverty rates based on disposable income 0234 0.072 0234 0.172 0.202 0.191 0.122 0.173 0.164 0.264
Independent variables (household-level)
Ref. low education

Medium 0369 0341 0.232 0.172 0.332 0331 0265 0.133 0.051 0.233
High 0.064 0240 0.268 0.184 0.182 0301 0294 0399 0.538 0.267
Mixed, low 0.133  0.097 0.086 0.092 0.150 0.093 0.168 0.075 0.045 0.125
Mixed 0.018 0.037 0.045 0.046 0.045 0.021 0.034 0.077 0.148 0.039
Mixed, high 0.037 0.101  0.030 0.057 0.136 0.099 0.099 0.026 0.131 0.104
Ref. low service functionaries
Blue collar workers 0352  0.136  0.134 0.172 0208 0.152 0.146 0.114 0.133 0.224
Mixed sesrvice functionaries 0.043  0.127 0.040 0.046 0.039 0.067 0.087 0.121 0.141 0.043
Socio-cultural professionals 0.072 0244 0.178 0.138 0.139 0.157 0.199 0212 0.098 0.092
Capital accumulators 0.033  0.072 0.093 0.046 0.035 0.096 0.113 0.099 0.079 0.149
Mixed skills, low 0.136 0.032  0.069 0.299 0.149 0.083 0.112 0.045 0.047 0.083
Mixed skills, high 0.003 0.036 0.032 0.011 0.024 0.064 0.059 0.041 0.022 0.030
Mixed skills 0.083 0.131  0.073 0.080 0.092 0.131 0.103 0.094 0.240 0.188
Other 0.033 0.086 0.134 0.011 0.106 0.053 0.047 0.181 0.117 0.054
Ref. no one employed
One person 0.627 0561 0486 0.552 0420 0527 0585 0.543 0.448 0.489
Multiple earners 0270 0.281 0.243 0356 0342 0273 0286 0259 0455 0428
Ref. no one employed atypically
At least one person 0.127  0.158 0.065 0.080 0.134 0.080 0.165 0.092 0.154 0.114
All 0201 0.299 0.073 0.287 0.124 0.160 0201 0.161 0.099 0.070
Ref. no one self-employed
At least one person 0.063 0.045 0.053 0.080 0.067 0.051 0.050 0.061 0.102 0.056
All 0.133  0.032 0.065 0.092 0.077 0.075 0.068 0.124 0.096  0.058
Ref. one person household, female
One person household, male 0203 0.185 0266 0.126 0.115 0.114 0.120 0.170  0.084  0.090
Two adults, without dependent children ~ 0.121  0.140  0.083  0.092 0.180 0.194 0220 0213 0.143 0.147
Other households, without children 0.039  0.023 0.040 0.080 0.041 0.061 0.056 0.090 0.085 0.068
Single parent households, female 0.072 0.135 0.099 0.092 0.076 0.120 0.070 0.074 0.085 0.086
Single parent households, male 0.009 0.005 0.012 0.023 0.025 0.011 0.006 0.012 0.016 0.035
Two adults, with dependent children 0292 0297 0337 0402 0395 0343 0357 0272 0.388  0.407

Other households, with depend. children ~ 0.095  0.009  0.028 0.069 0.094 0.045 0.052 0.065 0.135 0.108
Ref. young (18-39)

Middle (40-59) 0301 0428 0286 0345 0397 0367 0360 0591 0474 0.289

Mixed (18-59) 0.162 0.122 0.159 0.126 0.194 0.130 0.190 0.039 0.147 0.196

Mixed (incl. 60+) 0.031 0.032 0.028 0.080 0.104 0.077 0.088 0.070 0.213  0.100
Number of children < 13 -0.141 -0.108 -0.034 -0.147 -0.048 0.036 -0.124 -0.208 0.006 0.186
Number of persons > 65 -0.042 -0.060 -0.048 -0.003 -0.011 0.012 -0.014 -0.012 0.116 0.022

Independent variables (country-level)

Index labour market (LM) 0217 0.196 0.154 0.008 0.113 0.029 -0.117 0.133 0.008 -0.117
Index labour market (empl.) 0.127 0.085 0.168 0.210 0.085 -0.082 -0.123 0.127 -0.123 -0.123
Index labour market (self.) 0307 0307 0.140 -0.193 0.140 0.140 -0.110 0.140 0.140 -0.110
Index access (unemployment) -0.137  0.197 0.197 0.030 0.030 0.030 -0.220 -0.095 0.072  0.030
Index access (family benefits) 0.059 0393 0.143 0.393 0393 -0.274 -0.107 0.049 -0.191 -0.441
Index access (dual-earner support) 0.141 0.141 0.183 0.141 0475 -0.025 -0.025 0.225 0.141 -0.525
Index access (social assistance) 0.501 0501 0501 0501 0.501 -0.165 -0.165 0.043 -0.082 -0.332
Wage bargaining coordination 1384 1384 1384 0.384 0.384 -1.616 0384 -0.616 -1.616 -1.616
Government intervention 1.831 -0.169 0.831 1.831 -0.169 -0.669 -1.169 0.831 -1.169 -1.169
Minimum wage setting -3.824  2.176 -3.824 3.176 -3.824 1.176 -3.824 1.176 3.176  3.176
Minimum wage (% of median) -28.56 18.54 -28.56 22.84 -2856 18.04 -2856 2594 11.84 284
OECD EPL index (reg.) 0.195 1305 0.675 2.595 1285 -0.455 -0.415 -0.155 -0.325 -1.405
OECD EPL index (temp.) 0.501 -0.189 1.751 1371 0.251 -0.999 -0.249 -0.499 -1.129 -1.129
Unemployment generosity 0.015 0.083 0.077 0.110 0.112 -0.265 0.107 -0.125 0.018 -0.047
Traditional family benefits 0.784 -3.346 2216 -3.405 3.505 2.067 -1911 9406 5335 -7.357
Index dual-earner support 19.184 14.359 57.432 14.708 50.888 11.399 -40.35 -3553 -6.615 -33.28
Minimum income protection 14.674 -0.924 10219 -7.751 8332 -6.715 13.230 7.256 3.273 -18.17
Industrialised countries, % foreign born -8.218 -13.30 2.505 -2.797 2.736 -4.756 21.625 13.951 -1.079 -22.43
Permit based statistics, work (%) 12.425 -1.549 -6.721 24.877 -12.13 13.783 -11.03 12.591 10.284 -4.608
Permit based statistics, family (%) -9.910 -3.291 -6.407 -4.607 -2.709 -1598 -24.40 5700 14980 26.156
Permit based statistics, humanitarian (%) -6.283 13.132  7.703 -8.545 11.222 2734 -3.958 -0.521 -1.885 3.318
GDP growth (5-year average) -0.083  0.048 0.027 -0.161 0.029 0.034 -0.004 0.023 0.025 0.057
Employment growth (2006) -0.020 -0.113  1.268 -1.255 0.067 -1.088 0333 0.132 -0.014 -0.045
Unemployment rate (%) 0.611 -2.363 -3.013 2492 0.617 -0.243 -2.046 -1.168 0472 -0.920
Unemployment rate (immigrants) -0.076  -1.376 -2.376 1.624 4.024 -0.676 -0.976 -3.076 -0.726 -4.676
Total social expenditure (% of GDP) 4.114 -0.663 0.057 1781 6.563 -0.200 -2.220 -4.726 -3.885 -4.545

Observations 671 222 252 87 511 376 827 775 896 1950
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Appendix E. Descriptive statistics — average value per country (full sample)

All households AT BE DE DK ES FI FR GR 1E
Dependent variables
Poverty rates based on market income 0.192  0.241 0.221 0.117 0206 0.197 0.182  0.234  0.290
Poverty rates based on disposable income 0.070  0.090 0.104  0.038 0.146 0.080  0.062  0.134  0.105
Independent variables (household-level)

Ref. non-immigrant 0.820 0.805 0910 0916 0.897 0953 0840 0.886  0.811
Immigrant 0.110  0.101  0.035 0.030 0.055 0.015 0.070 0.067 0.083
Mixed 0.070  0.094 0.055 0.053 0.049 0.032 0.08  0.047 0.106

Ref. low education
Medium 0491 0267 0371 0293  0.090 0300 0304 0210 0.161
High 0.110 0291  0.275 0.209 0.161 0226 0212 0.135 0.197
Mixed, low 0.155 0.113  0.063  0.163 0.170  0.151  0.166 0221  0.158
Mixed 0.028  0.047 0.039 0.060 0.159 0.059 0.041 0.068 0.088
Mixed, high 0.142  0.142 0216 0.167 0.095 0.177 0.128 0.106  0.129

Ref. low service functionaries
Blue collar workers 0.132  0.132  0.078 0.116 0.186 0205 0.132 0251 0.124
Mixed sesrvice functionaries 0.132  0.111 0.096  0.062  0.051 0.038  0.076  0.051 0.055
Socio-cultural professionals 0.085  0.121 0.231 0.184  0.079 0.117 0.140 0.092  0.082
Capital accumulators 0.033  0.058 0.035 0.036 0.025 0.089 0.053 0.042  0.090
Mixed skills, low 0.221 0.164 0.140 0.150 0284 0.113 0217 0207 0.191
Mixed skills, high 0.036  0.065 0.087 0.098 0.035 0.092 0.068 0.032 0.063
Mixed skills 0.195 0219 0253 0240 0210 0209 0192 0196 0.267
Other 0.015 0.023  0.017 0.025 0.013 0.044 0.025 0.041 0.025

Ref. no one employed
One person 0463 0384 0445 0291 0418 0354 0417 0432 0.400
Multiple earners 0.404 0427 0397 0.622 0470 0518 0447 0423 0419

Ref. no one employed atypically
At least one person 0204 0221 0.257 0.178 0203 0.124 0208 0.165 0.198
All 0.108  0.130  0.139  0.038 0.140 0.079 0.121 0.116  0.120

Ref. no one self-employed
At least one person 0.102  0.085 0.065 0.092 0.135 0.183 0.067 0223 0.123
All 0.075  0.070  0.048 0.034 0.120 0.156  0.051 0217  0.102

Ref. one person household, female
One person household, male 0.107 0.114 0.107 0.077  0.043 0.100  0.093 0.064  0.088
Two adults, without dependent children 0213 0242 0255 0288 0.192 0285 0236 0204 0.223
Other households, without depend. children 0.111 0.081 0.075 0.046 0208 0.068  0.061 0210  0.131
Single parent households, female 0.063 0.073 0.084  0.043 0.029 0.033 0.062  0.023 0.078
Single parent households, male 0.006  0.011 0.008  0.008 0.004 0.010 0.015 0.003 0.006
Two adults, with dependent children 0327 0339 0318 0435 0362 0385 0398 0348  0.325

Other households, with dependent children 0.076  0.049  0.035 0.042  0.123 0.042 0.043 0.092  0.079
Ref. young (18-39)

Middle (40-59) 0365 0393 0462 0445 0311 0458 0418 0.272  0.429

Mixed (18-59) 0207 0.164 0.162 0.148 0237 0.138 0152 0231 0.196

Mixed (incl. 60+) 0.131  0.103  0.110  0.100 0214 0.104 0.093 0252 0.155
Number of children < 13 -0.020 -0.015 -0.120  0.058 -0.054 -0.034 0.046 -0.074 0.079
Number of persons > 65 0.003 -0.025 -0.031 -0.059 0.082 -0.031 -0.039 0.106 0.015

Independent variables (country-level)

Index labour market (LM) -0.116  -0.054 -0.033 0.134 -0.137 0.155 -0.033 -0.075 -0.158
Index labour market (empl.) -0.172 0.036 0.078  0.161 -0.047 0.119 0.161 -0.006 -0.089
Index labour market (self.) -0.060 -0.143  -0.143  0.107 -0.227 0.190 -0.227 -0.143 -0.227
Index access (unemployment) -0.163  -0.163 -0.080 -0.163 0.004 0254 0.170 0.170  0.212
Index access (family benefits) 0.301 -0.116  0.134  0.023 0.301 0.134  0.301 -0.032 0.051
Index access (dual-earner support) 0.082 -0.084 0.082 0.082 0.082 0.166 -0.029 0.082  0.082
Index access (social assistance) -0.277 -0.110 -0.110 -0.360  0.140 0390 -0.110 -0.610 0.140
Wage bargaining coordination 0962 0962 0962 0962 0962 -0.038 -1.038 0.962 1.962
Government intervention -0.482 1518  -0482 -0.482 0.518 0.518 0.518 0.518 1.518
Minimum wage setting -3.171 -1.171  -3.171 -3.171 0829 -3.171  3.829  2.829  1.829
Minimum wage (% of median) -2532 24978 -25322 -25322 20278 -25.322 35.078 20.878 27.778
OECD EPL index (reg.) 0.460 -0.180 1.090 -0.280 0.550 0260 0560 0420 -0.310
OECD EPL index (temp.) -0.163 0967 -0.413 -0.283 1.837 0.217 1.967 1467 -1.033
Unemployment generosity -0.007  0.041 0.018 0.164 0.089 -0.014 0.016 -0.221 -0.007
Traditional family benefits 3962  0.211 1.871  3.695 -7.300 3.550 -2.889 -5.511 14.626
Index dual-earner support -4.271  11.148 43.414 46996 6267  9.743  41.050 -50.569 -25.511
Minimum income protection -0.998  -7.731 3335 11.596 -11.479 9.623  -8.119 . 26.600
Industrialised countries, % foreign born 8497 18235 0.893 -5980 2.077 1.716 4338  -4.554 44.521
Permit based statistics, work (%) -11.39  -6.920 -7.990 2.772  12.599 -2.399  -8.756 . -4.986
Permit based statistics, family (%) 5934  -5.628 -13.893 -13.626 -24.581 -6.200 16.942 . -23.144
Permit based statistics, humanitarian (%) 2330 2595 0.172  -2.549  -8.659 3378  -2.698 . -7.839
GDP growth (5-year average) -0.049  0.021  -0.043 0.018 -0.066 -0.020 0.043 -0.065 -0.050
Employment growth (2006) -0.857 -0.613 -1.283 -0.276 2176  -0.144 -1.266 0.551  2.531
Unemployment rate (%) -1.479 1563 2.800 -1.884 2398 0969 2108 2.198  -1.340
Unemployment rate (immigrants) -0.007  7.293 5.193  -0.907 2.693 5.293 4.793  -0.407 -3.007
Total social expenditure (% of GDP) 4326 4244 3.066 3947 -0.516 2740 6301 -0.766 -5.783

Observations 4963 4744 9571 4344 9310 8443 7554 3951 3537
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Appendix E [continued]

All households IT NL NO PT SE UK CH AU CA US
Dependent variables
Poverty rates based on market income 0.182 0.141 0.184 0217 0.172 0217 0.107 0211 0.164 0214

Poverty rates based on disposable income  0.115  0.034  0.099 0.122 0.067 0.097 0.061 0.125 0.107 0.159
Independent variables (household-level)

Ref. non-immigrant 0903 0915 0882 0902 0816 0859 0.697 0.733 0.708 0.799
Immigrant 0.045 0.028 0.053 0.029 0.095 0061 0.158 0.149 0.168 0.126
Mixed 0.053 0.057 0.066 0.069 0.088 0.080 0.145 0.118 0.124 0.075

Ref. low education
Medium 0254 0255 0310 0.043 0391 0462 0431 0.124 0.050 0.343
High 0.072 0237 0240 0.058 0205 0205 0.173 0271 0.641 0287
Mixed, low 0269 0.166 0.144 0.155 0.124 0.093 0.144 0.130 0.029 0.084
Mixed 0.055 0.056 0.047 0.095 0.026 0017 0.033 0.100 0.105 0.029
Mixed, high 0.081 0.173 0.146 0.039 0.195 0.130 0.171 0.069 0.127 0.191

Ref. low service functionaries
Blue collar workers 0201 0.088 0.114 0222 0.128 0.081 0.103 0.131 0.080 0.122
Mixed sesrvice functionaries 0.065 0.090 0.051 0.035 0.057 0.068 008 0094 0.170 0.064
Socio-cultural professionals 0.130  0.201  0.181 0.061 0.178 0.114 0209 0.190 0.128 0.113
Capital accumulators 0.040 0.073 0.070 0.017 0.044 0.080 0.08 0.085 0.093 0.155
Mixed skills, low 0.163 0.107 0.109 0324 0.169 0.189 0.099 0.081 0.031 0.040
Mixed skills, high 0.053 0.103 0.094 0.033 0.080 0.079 0.09% 0.063 0.036 0.064
Mixed skills 0247 0234 0.192 0202 0200 0253 0200 0.149 0284 0287
Other 0.024 0.040 0.059 0.004 0.025 0.022 0029 0.118 0.087 0.073

Ref. no one employed
One person 0478 0360 0377 0343 0336 0407 0498 0472 0414 0416
Multiple earners 0376 0553 0512 0542 0570 0443 0422 0395 0519 0484

Ref. no one employed atypically
At least one person 0.149 0398 0.162 0.195 0240 0.195 0272 0.177 0.171 0.156
All 0.096 0.196¢ 0.059 0.113 0.103 0.110 0.178 0.143  0.092  0.065

Ref. no one self-employed
At least one person 0.149 0.08 0.072 0.197 0.099 0.100 0.095 0.081 0.100 0.082
All 0.183 0.056 0.047 0.114 0.049 0.075 0.077 0.095 0.070 0.056

Ref. one person household, female
One person household, male 0.089 0.090 0.139 0.029 0.098 0.088 0.09 0.134 0.100 0.087
Two adults, without children 0.193 0279 0232 0219 0276 0272 0292 0246 0239 0215
Other households, without children 0.198  0.046 0.047 0219 0.045 0.097 0.089 0.063 0.111 0.072
Single parent households, female 0.031 0.041 0.056 0.034 0.041 0.081 0.039 0.065 0.059 0.079
Single parent households, male 0.006 0.006 0.017 0.003 0.020 0.009 0.005 0.010 0.017 0.027
Two adults, with dependent children 0332 0418 038 0321 0393 0325 0314 0324 0310 0.362
Other households, with children 0.088 0.032 0.038 0.138 0.058 0.054 0.065 0.055 0.071 0.084

Ref. young (18-39)

Middle (40-59) 0331 0452 0392 0309 0359 0388 0376 0460 0406 0.354
Mixed (18-59) 0218 0.154 0.149 0230 0.172 0.194 0221 0.066 0.115 0.183
Mixed (incl. 60+) 0217 0.076 0.075 0295 0.090 0.119 0.110 0.052 0.141 0.116
Number of children < 13 -0.118  0.110  0.028 -0.147 0.022 0.005 -0.072 0.113 -0.014 0.158
Number of persons > 65 0.081 -0.066 -0.062 0.153 -0.055 -0.019 -0.027 -0.063 0.016 -0.004
Independent variables (country-level)

Index labour market (LM) 0.175  0.155 0.113 -0.033 0.071 -0.012 -0.158 0.092 -0.033 -0.158

Index labour market (empl.) 0.078 0.036 0.119 0.161 0.036 -0.131 -0.172 0.078 -0.172 -0.172

Index labour market (self.) 0273 0273 0.107 -0.227 0.107 0.107 -0.143 0.107 0.107 -0.143

Index access (unemployment) -0.163  0.170  0.170  0.004 0.004 0.004 -0.246 -0.121 0.045 0.004

Index access (family benefits) -0.032 0301 0.051 0301 0301 -0366 -0.199 -0.043 -0.282 -0.532

Index access (dual-earner support) 0.082 0.082 0.124 0.082 0416 -0.084 -0.084 0.166 0.082 -0.584

Index access (social assistance) 0.390 039 039 0390 039 -0.277 -0.277 -0.068 -0.193 -0.443

Wage bargaining coordination 0962 0962 0962 -0.038 -0.038 -2.038 -0.038 -1.038 -2.038 -2.038

Government intervention 1.518 -0.482 0.518 1.518 -0.482 -0.982 -1.482 0.518 -1.482 -1.482

Minimum wage setting -3.171 2829  -3.171 3829 -3.171 1.829 -3.171 1.829 3.829 3.829

Minimum wage (% of median) -25.32  21.778 -2532 26.078 -25.32 21.278 -2532 29.178 15.078 6.078

OECD EPL index (reg.) -0.140 0970 0340 2260 0950 -0.790 -0.750 -0.490 -0.660 -1.740

OECD EPL index (temp.) 0217 -0.473 1467 1.087 -0.033 -1.283 -0.533 -0.783 -1.413 -1.413

Unemployment generosity 0.004 0.073 0.066 0.099 0.101 -0.276 0.096 -0.136 0.008 -0.057

Traditional family benefits 0.841 -3.289 2273 -3.348 3562 2.124 -1.854 9463 5392 -7.300

Index dual-earner support 6.527 1.702 44775 2.051 38231 -1.258 -53.00 -48.19 -19.27 -45.94

Minimum income protection 12.859 -2.739 8404 -9.566 6.517 -8.530 11.415 5.441 1.458  -19.98

Industrialised countries, % foreign born ~ -7.016 -12.10 3.707 -1.595 3938 -3.554 22.827 15.153 0.123 -21.23

Permit based statistics, work (%) 11.236  -2.738 -7.910 23.688 -13.32 12.594 -1222 11.402 9.095 -5.797

Permit based statistics, family (%) -4.851 1.768 -1.348 0452 2350 -10.92 -19.34 10.760 20.040 31.216

Permit based statistics, humanitarian (%) -6.354 13.060 7.632 -8.616 11.150 2.663 -4.030 -0.593 -1.957 3.246

GDP growth (5-year average) -0.068 0.064 0.043 -0.146 0.044 0.049 0.011 0.038 0.040 0.072

Employment growth (2006) 0.029 -0.064 1317 -1.205 0.117 -1.039 0382 0.181 0.036 0.004

Unemployment rate (%) 0258 -2.716 -3.366 2.140 0264 -0.596 -2.399 -1.521 0.120 -1.273

Unemployment rate (immigrants) -1.107  -2.407 -3.407 0.593 2993 -1.707 -2.007 -4.107 -1.757 -5.707

Total social expenditure (% of GDP) 2761  -2.017 -1.296 0428 5209 -1.553 -3.574 -6.079 -5.239 -5.898

Observations 14986 7905 4776 2980 5351 6190 5242 5194 5339 15434
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