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Abstract

This work project analyses the impacts of a decrease in Abono de Familia, the
Portuguese Child Allowance, generated by a bonus cut legislated in 2010, on the
poverty status and intensity of the poorest families. We implement a microsimu-
lation analysis using EU-SILC microdata (2006-2014). We find that increases be-
tween 40% and 80% in Abono were needed to eliminate child poverty and between
12% and 18% of the eligible households did not receive it. The bonus’ impacts are
larger than the impacts of its cut due to the economic context and heterogeneity by

type of family exists.
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1 Introduction

Child poverty remains a major concern in developed countries, as children always
present higher poverty rates than the overall population. For instance, in 2020, 24.2%
of children in the EU were at risk of poverty, which contrasts with the 21.7% and 20.4%
for working age' and older” individuals, respectively (Eurostat 2021).

Besides being overrepresented among the poor, children are more vulnerable due
to their dependency on adults, the lack of decision power and the fragility of the early
stages of development. Being a significant factor in chronic poverty, poverty spells in
the early life impact the quality of the children’s lives in the short, medium and long run
(DeJong 2006). Thus, it seems important to create conditions to enable children raised
in poor environments to escape the poverty cycle (Harper 2003). Additionally, child
poverty prevention is more cost effective than the later remediation of the situation. In
fact, adult programs present much lower returns than early interventions which prevent
child poverty. Hence, the existence of high-quality interventions in children’s early life
is critical to promote development and better future outcomes, benefiting not only the
individual but also the country (Arloc Sherman 2013, Heckman 2012).

Several countries implement child and family assistance programs that vary in terms
of generosity and coverage. For instance, in 2021, the German universal child allowance
paid 219€ per month for each of the first two children in the family (Bundesagentur fiir
Arbeit 2021). Whereas Abono de Familia in Portugal, had, in 2021, for the poorest
families, a monthly transfer of 149.85€ for children with less than three years, 49.95€
for children between 3 and 6 years old and 37.36€ for children with more than 6 years
old (Ministério do Trabalho, Solidariedade e Seguranca Social 2021). In fact, the de-
bate around implementing universal child related transfers in opposition to supplemen-
tal transfers targeting the poor is still ongoing. The Portuguese socialist government

had planned for 2022 a step towards universality, nonetheless, targeting the poor. An

"Working-age individuals are the ones between 18 and 64 years old, following the EU definition.
20lder individuals, following the EU definition, have more than 64 years old.



increase in the child allowance would secure a minimum of 50€ per month for every
child in the country, combined with a supplement for children in poor households.

The Portuguese family and child allowance is called Abono de Familia para Criangas
e Jovens. This means-tested benefit also uses the educational enrolment as requirement
and aims at compensating families for the costs of supporting and educating children. In
2010, the need for budget deficit and public debt reductions led the government to make
several cuts in social benefit programs, including Abono de Familia. In this context,
some beneficiaries were no longer eligible and a bonus of 25% put in place in 2008 for
the poorest households was removed. Hence, the following years were characterized not
only by the bad economic scenario of the economic crisis, but also by the reduction of
some social benefits. Moreover, when facing fiscal contractions and the need for deficit
reductions, the literature enforces that it is important, for countries not to rule out criti-
cal transfers such as family and social assistance programs. The core safety nets should
be kept, supporting the poor in the moments of hardship, such as in a crisis (Subbarao
1997).

Several authors, such as Teresa S4 Marques (2016), Paulo Pedroso (2014) and José
Caldas (2013), have studied the economic crisis period (2009-2014 in Portugal), fo-
cusing on firms, consumption, investment, unemployment, and other macroeconomic
variables. This work project aims at analysing the impact of a large cut in Abono de
Familia for the poorest families, and its effect in the status and intensity of their poverty
situation. More precisely, we will address the following research question: How much
does a decrease in a Child Allowance affects the poorest households’ poverty situation?
Therefore, to answer the research question, the objective of this paper is to implement
a microsimulation analysis to measure the impacts of the child allowance cut legislated
in the end of 2010 in the following poverty measures: poverty rate and poverty gap of
households with children, in particular, the ones in the poorest income brackets. Ad-
ditionally, we inspect the benefit’s take-up and account for the importance of family

composition, by looking at the results by type of family.



The remainder of the paper is organised as follows: Section 2 reviews the relevant
literature. Section 3 introduces Abono de Familia, how it works and its most important
changes; and sets the economic context. Section 4 explains the methodology and data
used in the analysis, for which the results will be reported in Section 5. Section 6
mentions further analysis. Finally, in section 7 the main results and the analysis will be

discussed in a brief conclusion.

2 Literature Review

Sheila B. Kamerman (2003) and Bradbury, Jenkins, and Micklewright (2001) point out
parent unemployment, low earnings, family size and composition, poverty situation of
the family and the level of government income transfers, as crucial factors for children
entering poverty (Bradbury 2001).

Many countries apply cash transfer programs to tackle child poverty and to sup-
port families with children. Family and child assistance programs can be implemented
with different objectives such as to ensure horizontal equity between families with and
without children, to ensure vertical equity in reducing and preventing poverty in house-
holds with children, to increase school participation and labour market participation for
women (DeJong 2004). However, despite the effectiveness of well-designed programs,
some concerns about the coverage of the social protection systems for children are raised
(ODI and UNICEF 2020). Despite larger spending on family assistance programs be-
ing linked with lower absolute and relative child poverty rates, its effects depend on the
structure and delivery of the benefits — size, coverage, and design of the program (ODI
and UNICEF 2020).

In a paper about child poverty and family assistance in the Southern Europe, the au-
thors argue that the social assistance systems for low-income households in the Southern
European countries present a limited role, in contrast with the reliance on fiscal benefits

such as tax credits targeting taxpayers. This combination leaves the poorest of the poor



unprotected, given that they usually are too poor to pay taxes (Matsaganis 2004). Ad-
ditionally, family cash benefits are referred as “clearly too low” in Portugal (Kamerman
2003).

During the economic and social crisis, faced by Portugal from 2009 to 2014, children
were largely affected, not only by the labour market conditions of adults, but also by
the austerity program that forced severe cuts in social benefits and transfers and the
increase in taxes (Manuel Jacinto Sarmento 2015). Additionally, the austerity measures
are reported to have had larger impact on the poor, by making them more vulnerable. In
fact, measures as the freezing of means-tested benefits created an unequal impact and
regressive distribution effects in Portugal between 2009 and 2012. This combination of
negative economic growth and decrease in social protection weakened the social support
system (Hespanha 2018). This evidence is confirmed by other research article studying
the impacts of austerity in child health in the European Countries. The authors found
a negative relationship between austerity and child health and development, reporting
larger impacts of the austerity measures in deprived groups (Rajmil 2020).

Additionally, the literature explores the idea of family composition being relevant
for the risk of poverty. The decrease in the predominance of the “traditional family” and
the increase of single-parent households exposes them to higher risk of living in poverty
(Matsaganis 2004). This idea is confirmed for the European Countries, in which single-
parent households are two to three times more likely to be poor, in comparison to the
overall households (Popova 2016). Additionally, some studies report larger impacts
of family assistance programs for large and single-parent families (Manos Matsaganis
2004, Sheila B. Kamerman 2003). This motivated the investigation of heterogeneity in
the policy change impacts by type of family.

The Joint Research Centre of the European Commission, in partnership with the Eu-
rostat develop a microsimulation model for tax-benefits called EUROMOD (European
Commission 2021). This model allows the calculation of the effects on households’

income of policy instruments as taxes, social contributions, family and housing benefits



and social assistance, for the EU countries. The EUROMOD model inspired our mi-
crosimulation, provided that the effects are compared for different scenarios and policy
changes, for actual, past and future policy options.

In a report from Fundagdo Francisco Manuel dos Santos coordinated by Carlos Far-
inha Rodrigues (2016), the authors analyse the distributive effects of social transfers
and direct taxes in poverty and inequality, in particular in the economic crisis period
(2009-2013). They compare the three poverty rates: after social transfers, before so-
cial transfers including old-age pensions, and before social transfers excluding old-age
pensions, to check the relative importance of social transfers such as Abono de Familia.
They found a low relative weight of the benefit, yet with larger incidence for the poor-
est households ensuring a strong redistributive role. Moreover, they use EUROMOD
to investigate the impact of several policy changes between 2009 and 2013, including
changes in Abono de Familia, for the households’ income and its distribution. The anal-
ysis report that the large decrease in this social transfer reduced the role of Abono de

Familia in income redistribution and poverty alleviation (Rodrigues 2016).

3 Abono de Familia and Economic Context

3.1 Abono de Familia: History and Design

Abono de Familia para Criangas e Jovens is a means-tested child and youth family
benefit. The benefit is given to resident families in Portugal, to compensate them for
the costs of sustaining and educating children and young people, protecting them from
the risk of poverty3. In Portugal, Abono de Familia was first created in 1942%, as Fundo
Nacional do Abono de Familia. This social transfer intended to complement the head
of the family’s wage and compensate them for the burden of family expenses. Public

workers and farmers were excluded from this benefit until 1980°, when the benefit was

3Established in Decreto-Lei n® 176/2003
4Established in Decreto-Lei n® 32192, 1942
SEstablished in Decreto-Lei n° 170/80



generalized and redirected towards children, for their well-being and protection. In
2003°, income brackets were created to determine eligibility and the amount of the
transfer. In 2008 the assistance program’s generosity increased, since the surcharge
of 20% for single-parent families’ and additional amounts for families with 2 or more
children® were set. In the same year a bonus of 25% of the monthly transfer was added
for the poorest families.

As part of the eligibility criteria’, the beneficiary must have up to 16 years old or
between 17 and 24 years, when formally enrolled in the education system. Additionally,
Abono de Familia is not an automatic benefit, households need to apply and present doc-
uments that prove they fulfil the eligibility criteria to receive the transfer. The screening
process takes place every year and involves proof of school enrolment, and the income
declaration of the previous year for every household member. Hence, the fact that an
application process exists implies that take-up may not be perfect.

Income brackets, that determine the amount of the transfer, are presented in A2.
Equation (1) reports the formula for the reference income'’ which is calculated for each

household in order to assign them to an income bracket:

Ref; = (yi — Bi)/(ni + 1) (1)

Where i is the household’s identifier, y; refers to the total gross income of all household’s
members, B; represents both the disability and family/children benefits, and n; is the
number of children'! in the household. The reference income used to assign households
to Abono’s income brackets is not the same that determines the poverty status, since, for

the latter, the equivalised disposable income is used. Hence, not all households of the

®Established in Decreto-Lei n° 176/2003

"Established in Decreto-Lei n° 87/2008

8Established in Decreto-Lei n° 308-A/2007

9Established in Decreto-Lei 176/2003

19Established in Decreto-Lei n°® 176/2003

"n this context, we refer to children as the individuals that qualify in the age and education criteria to
receive Abono de Familia: with up to 16 years old or between 17 and 24 years formally enrolled in the
education system.



1*" income bracket are poor.

The formula to calculate the income brackets'” is presented in equation (2), where
Ref; is the reference income, IAS the value of Indexante de Apoios Sociais", a and b
are the multipliers that set the several brackets. The formulas and values for the income
brackets, including the multipliers, are reported in A1 and A2, respectively. Since in-
come brackets’ computation depends on the value of Indexante de Apoios Sociais (1AS),

the ranges changed annually until 2009, the year IAS stopped being updated.

14 xaxIAS < Ref; <14 xbxTAS 0<a<bd (2)

The values of the transfer are expected to be updated regularly to follow inflation, and
also vary according to the age of the children. In the years considered in this analysis
the value differs for children bellow and above one year old. In more recent years, the
values can also vary for the 3 years old threshold, in particular for income brackets 4
and 5. For instance, a family in the 1* income bracket with one child below one year
old received 140.76€ per month between 2011 and 2014, whereas a family of the 3rd
income bracket with one child the same age, received a monthly transfer of 92,29€. A3

and A4 display the monthly allowances.

3.2 Abono de Familia: Expenditures and Caseload

Figure 1 presents the annual expenditure of Abono de Familia and the number of bene-
ficiaries (children) for each year. From 2006 to 2010 an average of 1,815,000 children
were receiving the benefit, in contrast with the average of 1,308,000 children receiving
it from 2011 to 2014. As observed in figure 1, from 2010 to 2011, there was a sizeable

decrease in both variables, following the reform in Abono de Familia. In fact, starting

2Established in Decreto-Lei n° 176/2003

BIAS was created in December of 2006, stands for Indexante dos Apoios Sociais and is the refer-
ence value for the calculus of several social benefits. Before its creation the Rendimento Mensal Minimo
Garantido was the value used to allocate households into the income brackets. As predicted in the doc-
ument of its constitution (Lei n.” 53-B/2006), IAS should be updated every year accounting for the value
of GDP and inflation. However, from 2009 to 2016 the value did not change.



Figure 1: Expenditure and Beneficiaries official data
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Note: The graph reports the official number of beneficiaries and the annual expenditure of Abono de
Familia, between 2006 and 2014. Source: INE

in November of 2010'*, two major changes occurred:
1. The transfer was suspended for the 4™ and 5" income brackets;

2. The monthly value for the 1** and 2" income brackets was reduced, since the 25%

bonus set in July of 2008 was cut.

These policy changes only partially reversed the increase in the benefit’s generosity set
in 2008, given that, despite the decrease mentioned, the surcharges for single-parent and
large families were maintained. The reduction of the transfer for the poorest households

— 1% and 2™ income brackets - constitutes the focus of this analysis.

3.3 The Portuguese Economic Situation

In Portugal, the period between 2008 and 2009 was characterized by a recession with
origin in the US financial crisis. The GDP decreased in 3.12% from 2008 to 2009,
starting then to recover. The unemployment rate also started to increase from 2008
onwards, continuing to increase into the next period of crisis (Comité de Datacdo dos
Ciclos Econémicos Portugueses 2020). In fact, from 2010 to 2013, Portugal lived the

Sovereign Debt Crisis (Comité de Datacdo dos Ciclos Econdmicos Portugueses 2020),

14Egtablished in Decreto-Lei n® 116/2010



in which the unemployment rate reached its maximum of 16.2% in 2013, and the GDP’s
growth rate had its largest decrease of 4.04%, from 2011 to 2012. It was in this context
of deep crisis that the government, in the attempt of reducing budget deficits and the
public debt, started to implement austerity measures with increase in taxes and budget
cuts, including reductions in several social benefits that supported the poorest house-
holds (Ministério das Financas e da Administracdo Publica 2010). Therefore, as the
country found itself in an economic crisis, the role of social benefits in providing a

safety net for the poorest households was reduced.

4 Data and methodology

4.1 Data

We rely on microdata from the EU Statistics on Income and Living Conditions (EU-
SILC) for Portugal for the years between 2006 and 2015. The survey data contains in-
formation for 35 countries including the EU27 countries, regarding income, education,
labour market situation of the families, poverty situation and benefits received. The de-
scriptive statistics of the main variables is reported in AS. For the years between 2006
and 2014, we have 148152 observations. The use of weights has been made throughout

the entire process to ensure the results are extrapolated for the population.

4.2 Methodology

In this work project we compare 4 different situations:
1. No Abono counterfactual — situation in which Abono de Familia does not exist;

2. Baseline situation — situation that corresponds to the real chain of events, in which
the 25% bonus was in place from July 2008 to November 2010 and was then

suspended;

10



3. No Bonus counterfactual - scenario where the 25% bonus never existed;

4. Bonus counterfactual - scenario where the 25% bonus was not suspended and

continued in place until 2014.

Therefore, to perform this analysis we calculate the baseline situation and generate sim-
ulations for the No Abono Counterfactual and the No Bonus and Bonus counterfactuals.
The comparison between the baseline situation and the No Abono Counterfactual will
provide answers for the role of Abono de Familia in poverty reduction. The comparison
between the No Bonus Counterfactual with the baseline situation will report the impacts
of the bonus. Finally, the comparison between the Bonus Counterfactual with the base-
line situation will report the impacts of the bonus’ cut. The comparison is made for the
overall households with children, for the ones in the 1** and 2" income brackets and by
type of household, to account for family composition.

In addition, we report results regarding take-up, by checking the percentage of
households for which the computed value of Abono is positive but the value of the

SILC variable Gross Family/Children related allowances is zero.

4.3 Methodology: Definitions

In this work project, Eurostat definitions in the Eurostat Statistics Explained Glossary
are used (Eurostat 2019). The equivalised disposable income (y;) is reported in equa-
tion (3), where y; denotes the total gross income of the household, 7% represents the
taxes and S; the equivalised household size. The equivalised household size uses the
OECD modified equivalence scales to convert the number of household members into

equivalised adults.

v = (v — T3)/ 5 (3)

Poverty status is a binary variable that states if the household’s equivalised disposable
income is below or above the poverty line (at 60% of the median equivalised income).

The poverty rate conveys the proportion of individuals or households living in poverty,

11



and is reported in equation (4), where p is the number of households in poverty and [

is the total number of households.
PovertyRate = p/ H 4)

When referring to the poverty gap we denote the sum of the differences between the
poverty line and the equivalised disposable income of each household below the poverty
line. This notion is presented in equation (5) in which g represents the poverty line and
H poor households.

PovertyGap = Efl(g — ;) S)

4.4 Methodology: Variables

We use the SILC variables for gross and equivalised disposable income of the house-
holds, current education activity, year of birth, equivalised household size and personal
and household weights. To allocate households into income brackets calculated fol-
lowing Equation (2), a variable for the reference income was generated according to
Equation (1).

In order to evaluate the change in the transfer of Abono de Familia and observe
its decrease, the amount of the allowance is needed. SILC data base has a variable for
Family/Children related allowances (B;), however, it contains several benefits such as
birth grants, parental leave benefit, income maintenance benefit at birth and alimonies.
Therefore, we do not have a specific variable for the transfer of Abono de Familia,
hence, we must calculate it. To compute the theoretical value of the transfer for each
family (A;), the individuals that qualify to receive the benefit were first identified. This
involves creating a variable that identifies children with 16 years old or less, and those
individuals between 17 and 24 years old that are studying, using the SILC variable Cur-
rent Education Activity. The values of Abono for each household were then calculated

based on the amounts for each year (A3 and A4). In order to validate our simulations,

12



Figure 2: Binscatter Plot of the Gross Family/Children related Allowances and Abono
de Familia

1000 1500
L |

Gross Family Allowances (Annual)
500
|

T
500 1000 1500
Abono de Familia (Annual)

Note: This figure reports the correlation between the calculated theoretical value of the annual transfer
of Abono de Familia and the annual Gross Family/Children related Allowances variable from SILC. The
binscatter computes the Gross Family Allowances average for each values of Abono de Familia.

we plotted the the SILC variable Gross Family/Children related Allowances with the
calculated values of Abono de Familia on Figure 2. The positive correlation between
them corroborates our approach. '

Provided that poverty status and intensity are evaluated through the equivalised dis-
posable income and annually, several forms of the variable for the transfer were gen-
erated: the monthly and annual transfer per beneficiary, the total amount of the benefit
received by each household (monthly and annually) and both the monthly and annual
transfer divided by the equivalent size of the household. Moreover, a variable was gen-
erated to distinguish different types of households - single-parent, large, and classic
families (A6). This will allow us to check the type of households most affected by the

policy change.

4.5 Methodology: Simulations

To carry out the analysis of this work project, three simulations were set:

The bin reporting Gross Family/children related Allowances larger than 1000 euros and Abono de
Familia larger than 1500 euros, is formed by households of the first 2 income brackets with 2 or more
children and households of the other income brackets with children with up to 1 year old or more than
3 children. The other benefits, other than Abono de Familia, composing Gross Family/Children related
Allowances also play a role in the differences reported.

13



The first simulation sets the No Abono counterfactual by subtracting the annual
amount of Abono received by each household to their disposable income. The sec-
ond simulation generates the No Bonus counterfactual. The amount of the 25% bonus
is subtracted from the households’ disposable income in the years in which it took place
(half of 2008, 2009 and 2010). This creates a scenario where the increase in the trans-
fer had never existed and the value of Abono is only updated as usually by the update
percentages set in Portarias (A7). The comparison between the baseline situation and
this counterfactual will allow us to observe the effect of the bonus in poverty. The third
simulation generates the Bonus counterfactual, by adding to the households’ disposable
income the 25% bonus in the years next to its cease - from 2011 until 2014 (A8). This
will allow us to estimate the effect of the end of the 25% bonus on the households and at
the same time by how much the poverty rate and poverty gap would have been reduced
if the policy would have stayed in place.

To measure the impact of the policy change, new income variables were generated,
and are presented in equation (6), in which ¢ and j are the household and simulation
identifiers, respectively. The new income variable (7;;) subtracts to the baseline equiv-
alised disposable income of the family (y;), the difference between the value of the
baseline annual abono (A;) and the new variable of the annual Abono for the counter-

factual (A;;) divided by the equivalised household size S;.

9ij = 9 — (A — Ay)/Ss) (6)

With these new income variables, new poverty lines were calculated for each counter-
factual using the official rule (60% of the median equivalised income). The impact of
the policy change, represented in equation (7), is computed as the absolute difference in
the poverty measure of the baseline situation and each counterfactual, for period ¢, for

the poverty rate, and as the percentage of the absolute difference for the poverty gap.

Impact; = |povertymeasure; — povertymeasure;| (7)

14



The poverty rate and poverty gap from the counterfactuals are compared with the base-
line situation for households with children. The results are also presented by type of
households, to account for the importance of family composition, and making the dis-
tinction between income bracket 1 and 2 to check the impact on the poor vs the very

poor.

5 Results

5.1 The impact and the take-up of Abono

When calculating the value of the transfer for each household, we assume that all house-
holds that fulfil the eligibility criteria receive the benefit. This assumption may compro-
mise the degree of accuracy of the results relative to reality. Table 1, panel A compares
the results for the total annual expenditure calculated in the analysis (E/x\p) with the of-
ficial data from INE on expenditures on Abono (Exp). We observe that Ex\p and Fxp
are similar, except for the years between 2011 and 2014 in which E/x\p is around 12%
smaller than E'zp. Panel B reports the results regarding take-up, computed as explained
in section 4.2, for the first three income brackets between 2006 and 2014 and for the
4™ and 5™ income brackets until 2010, since, after that year they stopped being eligible.
The take-up, for the years considered, is 83% for the 1% and 5™ income brackets, 87%,
85% and 88% for the 2", 3" and 4™ income brackets, respectively. This result suggests
imperfect take-up in all income brackets, since between 12% and 18% of the elegible
households do not receive the transfer. This may be caused by several factors that may
discourage the take-up, such as the application process that takes place every year, in
which several documents are required.

Evidence presented in this work project, through the No Abono counterfactual, cor-
roborates the literature when stating that Abono de Familia plays an insufficient role in
reducing child poverty. As observed in Figure 3, the poverty rate for children is always

between 2 percentage points (pp) and 4pp higher in the case where the transfer does

15



Table 1: Comparison between estimated expenditures (Panel A) and number of benefi-
ciaries (Panel B) with official data

Panel A: Comparison between calculated and official expenditures

)

 (2) INE Expenditures (3) Expenditures (4) Difference Difference

(1) Year

(million euros) (million euros) (million euros) %)
2006 626.31 763.66 137.35 21.93
2007 663.96 724.26 60.3 9.08
2008 823.27 901.16 77.89 9.46
2009 1000.02 968.7 -31.32 -3.13
2010 968.2 1006.57 38.37 3.96
2011 674.39 589.93 -84.46 -12.52
2012 663.92 614.17 -49.75 -7.49
2013 659.67 588.11 -71.56 -10.85
2014 635.15 536.72 -98.43 -15.50

Panel B: Take up by income bracket
(2) Households which

(1) Income bracket  do not take the benefit (3) Take-up (%)
(%)

1 17 83
2 13 87
3 15 85
4 12 88
5 17 83

Note: Panel A reports the comparison between estimated expenditures (column 3) with official data
(column 2), presenting the absolute difference (column 4) and the difference in percentages (column 5).
Panel B reports the estimated take-up by income bracket (column 3). Column 2 presents the percentage
of households, within each income bracket, for which we attributed a positive value of abono but the
value of the SILC variable of Family/Children Related Allowances is zero. Source: INE
not exist. Additionally, from 2011 onwards the distance between the curves is smaller
than previously, revealing the reduction of the benefit’s role in poverty alleviation. We
estimate that Abono de Familia generated an annual average decrease of 2.17pp in the
poverty rate and of 38% in the poverty gap for households with children, between 2006
and 2014 (results reported in A9). Furthermore, the estimated average decrease in the
poverty rate of the 2" income bracket is 8.37pp, larger than the average decrease for
the 1% income bracket of 2.84pp. Regarding the poverty gap, the 2™ income bracket
presents again larger impacts, with an annual average decrease of 43.7%, which con-
trasts with the decrease of 35.6% for the 1* income bracket.

The 25% bonus was an attempt to target households in poverty. However, the annual

increase of 10% the bonus brought in 2009 and 2010 (reported in A11), was far from the

additional 40% of the transfer we estimate'® to be needed to end poverty for households

19Calculated when dividing the poverty gap of the poor households with children by the estimated
annual expenditures with abono.
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Figure 3: Child Poverty Rate

Children Poverty Rate (%)

2006 2007 2008 2009 2010 2011 2012 2013 2014

No Abono Counterfactual Baseline Situation

Note: This figure reports the estimated child poverty rate for the baseline situation and the No Abono
counterfactual.

with children, in those years. In fact, in order to take the households with children out
of poverty, the increase in Abono de Familia needed to reach the 60% in 2011, 76% in

2012 and 80% in 2013.

5.2 Baseline Situation

The baseline situation is divided in two distinct periods. The first between 2008'” and
2010 in which the 25% bonus was in place, and the second from 2011 to 2014 when
the bonus was ceased. Hence, the absolute value of the difference between the poverty
measures of the baseline situation and the No Bonus counterfactual reflects the impact
of the 25% bonus from 2008 to 2010, and the absolute value of the difference between
the poverty measures of the baseline situation and the Bonus counterfactual the impact
of the Bonus’ cease, from 2011 to 2014.

The estimated poverty rates and poverty gap of the Baseline situation are reported
in A10, for the overall households with children, for the ones in the 1% and 2™ income
brackets and by type of household. From 2006 to 2014, we estimate an average of 18%
of the households with children living in poverty. For the 1*' income bracket the average
reaches the 93%, in contrast with the 46% for the 2" income bracket. Small decreases in

the poverty rates between 2008 and 2009 (for income bracket 2 until 2010) are observed.

7For 2008, the 25% bonus only started in July.
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However, from 2010 onwards, the poverty rates start increasing as a clear consequence
of the economic crisis. In the 2" income bracket, the poverty rate presents an increase
of almost 3pp from 2010 to 2011 when the bonus was eliminated, decreasing again in
the next year.

Furthermore, the computed poverty gap for the overall households with children
starts increasing from 2011 onwards, the same pattern is observed for the 1% income
bracket. However, the 2" income bracket’s poverty gap present decreases in the years
between 2011 and 2013. Evidence from A12 may provide some clues regarding this
pattern. A decrease in the number of households of the 2" income bracket and an
increase in the 1*, plus an increase in the poverty rate of the 2" income bracket and a
decrease in the poverty gap suggest that several households from the 2" income bracket
moved to the 1.

The estimated increase in both the poverty rate and poverty gap is clearly larger for
the 1% income bracket, starting in 2011. This shows a more severe aggravation of the
poverty situation for the poorest households than the ones in the 2" income bracket, as
consequence of the economic scenario. These results may help us to understand and

provide potential justifications for the results of the counterfactuals.

5.3 Simulation Results: Counterfactuals

The 25% bonus is a source of extra expenditure for the assistance program. Hence, Al1
provides us information regarding the estimated necessary increase in annual expendi-
ture on Abono de Familia to implement the extra 25% bonus. We estimate that, between
2008 and 2010, the government had between 5% (for 2008) and 10% increase in the ex-
penditure on Abono de Familia, generated by the bonus. On the other hand, if the bonus
had been maintained, the estimated expenditures on Abono would have been from 16%
to 18% higher than the baseline situation, for the years between 2011 and 2014. The
higher percentages in the second period reveal the increase in the number of households

of the first two income brackets, computed in the analysis (A12).
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Figure 4: Impact of the 25% Bonus in Poverty

Panel A: Impact on the Poverty Rate (pp) Panel B: Impact on the Poverty Gap (%)
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Note: Figure 4 reports estimated the impact of the 25% bonus (from 2008 to 2010) and its cease (from
2011 to 2014) on the poverty rate (panel A) and poverty gap (panel B), for households with children.
Impact on the poverty rate is calculated as the absolute value of the difference between the poverty
measure of each counterfactual and the baseline situation. For the impact on the poverty gap, the impacts
are the absolute value of the percentual difference between the poverty measure of each counterfactual
and the baseline situatio. Constructed from tables 14 and 15.

As consequence of the microsimulation design, the computed poverty rates are
higher in the No Bonus counterfactual for the years in which the bonus was in place
(2008-2010) and equal to the baseline situation in the remaining years. The Bonus
counterfactual presents smaller poverty rates from 2011 onwards, relative to the base-
line situation since it adds the 25% bonus in the years it was suspended. This dynamic
is observed in A13.

Figure 4 reports the estimated impacts of the 25% bonus (from 2008 to 2010) and
its cease (from 2011 to 2014), in the poverty rate (panel A) and poverty gap (panel
B), comparing the overall households with children with the two first income brackets.
These results are reported in detail in A14 and A15.

For the overall households with children, the bonus decreased the poverty rate in
0.34pp in 2008, 0.89pp in 2009 and 0.76pp in 2010 and the poverty gap in 3% in 2008
and 7% in the 2009 and 2010. The 2" income bracket reports larger impacts than the
1%, for both the poverty rate and poverty gap, with a decrease in the poverty rate of

more than 3pp in 2009 and 2010 and a decrease in the poverty gap of 7% and 8%, for

the same years. As for the 1% income bracket, the estimated decreases in the poverty
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rate vary between 0.16pp in 2010 and 2.54pp in the year before, and in the poverty gap
reached between 3% (2008) and 7% (2010). The smaller contribution of the bonus for
the decrease in the poverty rate in 2010, for the 1% income bracket, can be partially
explained by a large increase (6 pp) of the poverty rate for these families in the baseline
situation, generating a decrease in the role of the bonus as a poverty instrument, due to
the stable number of households in that year.

If the 25% bonus would be sustained, the estimated poverty rate could have de-
creased between 0.43pp and 0.63pp for households with children. Even though the
bonus reports larger impacts for the 2" income bracket, its cut present a more bal-
anced effect when comparing the poverty rates for the two income brackets. In fact, the
poverty rate increases with the end of the bonus in between 1pp and 2.35pp for the 1%
income bracket, and between 1.57pp and 2pp for the 2". The bonus cut increased the
overall estimated poverty gap between 5% and 6% and presents larger impact for the
2" income bracket with increases between 6% and 7%. For the 1% income bracket the
cease of the bonus could have decrease the poverty gap around 5%, between 2011 and
2014.

Overall, the 25% bonus presented larger impacts on the years it was in place, for
both the poverty rate and the poverty gap. However, its maintenance after 2010 would
have demanded a larger extra expenditure than the actual increase in expenditure be-
tween 2008 and 2010. This is in line with the increase in the number of households with
children in the 1*' income bracket and the increase in the poverty rates and poverty gap
as consequence of the economic crisis. Moreover, the effects of the economic crisis in
the households’ disposable income and the poverty line - that changes every year with
the median income — may have diminished the impact results for the bonus elimination.
Hence, if the economic situation was more stable, the estimated impacts of the bonus
cut would have been larger. In fact, if the household’s income were more stable or the
changes in disposable income were proportional across the population, the impacts of

the bonus would be less impacted by the economic conditions affecting poverty. To cor-
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roborate this, we apply a modification to the original simulations in which we consider
a fixed poverty line on the 2010’s median income value'®. Despite the ability to change
the poverty line, we cannot change the disposable income of the families, thus we did
not check if the economic situation would be more stable but the oposite: a larger con-
trast between the poverty line (constant) and the disposable income of the households
(decreasing). After recalculating the three simulations with the constant poverty line and
comparing them as before, we observe smaller impacts of the elimination of the bonus.
This confirms our previous rationale that the economic scenario plays an important role
in influencing this analysis’ results.

Finally, the 2" income bracket presents clear larger impacts on the poverty rate be-
tween 2008 and 2010. However, the end of the bonus presented more even effects for
the two income brackets. Regarding the poverty gap, the 2" income bracket was more
affected than the 1%, by both the introduction and elimination of the 25% bonus. This
provides some clues regarding the design of the transfer and the determination of its
amounts, meaning the program design is not accounting for the proportional size of the
poverty gaps of each income bracket when deciding the amount of the transfer. Even
though the transfer is larger for the poorest, the 25% bonus benefits more the income
bracket with smaller poverty gap. The discrepancy of the impacts in the poverty gap be-
tween the 1% and the 2" income brackets are larger after 2010, which can be potentially
explained by the larger impact of the crisis in the 1% income bracket, observed on the

baseline situation.

5.4 Simulation Results: Heterogeneity by type of family

Accounting for the importance of family composition for poverty, we compare the re-
sults for the poverty rate and poverty gap of the baseline situation and the counterfac-

tuals for three types of households, defined in A6. The single-parent family includes

8Estimated median income of 2010 is 8487.725€. We chose this year’s value because it was the
highest median income value in the years considered and it was equal for the baseline situations and both
counterfactuals.
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households with only one adult and either one or two children; the classic type is the
one including two or more adults and one or two children, and the large family includes
two or more adults and three or more children.

Results for the baseline situation (in A10), report that large families are more likely
to live in poverty, with an average poverty rate, within the type of family,of 38%, for the
years between 2006 and 2014, followed by the single-parent families (average poverty
rate of 29%) and classic families (average poverty rate of 16%). However, the type of
household that presents higher share of poor'® (A16) is the classic, provided that in the
total number of poor households, an annual average of 68% are classic families, 17%
are single-parent families and 11% are large families, in the years between 2006 and
2014. Additionally, the share for the single-parent families is increasing since 2006 and
for the large family since 2012, after a 3-year period of decrease. Moreover, the poverty
gap is always higher for the classic households, with a large difference from the other
type of households. The poverty gap for the single-parent families is larger than for
the large families. The larger share of poor and poverty gap for the classic families is
expected since it is still the type with larger number of households.

The estimated impacts of the 25% bonus and its cease by type of household, on the
poverty rate (Panel A) and poverty gap (Panel B), are reported in Figure 5. The impacts
for the poverty rate represent the change (in pp) of the proportion of poor households
within each category of type of family. These results are reported in detail in A14 and
AlS.

The bonus of 25% reduced the poverty rate in 1.33pp for single-parent families
and in 1.23pp for large families, between 2008 and 2010. If the bonus had not been
suspended, the poverty rate would have been, on average, 1.6pp and 1.76pp lower for
single-parent and large families, respectively, between 2011 and 2014. For the classic
families, the impacts never reach 1 percentage point. Regarding the poverty gap, the

25% bonus decreased it in an average of 5.67% for single-parent families, 4.23% for

19Share of poor reports the proportion of poor households of each type of family within the total
number of poor households.
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Figure 5: Impact of the 25% Bonus in Poverty by type of Household

Panel A: Impact on the Poverty Rate (pp) Panel B: Impact on the Poverty Gap (%)
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Note: Figure 5 reports the impact of the 25% bonus (from 2008 to 2010) and its cease (from 2011 to
2014) in the poverty rate (panel A) and poverty gap (panel B), for households with children by type of
family. Impact on the poverty rate is calculated as the absolute value of the difference between the poverty
measure of each counterfactual and the baseline situation. For the impact on the poverty gap, the impacts
are the absolute value of the percentual difference between the poverty measure of each counterfactual
and the baseline situatio. Constructed from tables 14 and 15.

classic families and 7.93% for large families, between 2008 and 2010. If it would have
been maintained it would have reduced the poverty gap of the single-parent households
by an average of 7.6%, by 4.22% for the classic families and by 11% for large families,
between 2011 and 2014.

The results confirm evidence provided by the literature, large and single-parent fam-
ilies are more likely to be poor than classic households, the share of single-parent house-
holds is increasing and the large and single-parent households present larger impacts for
family assistance programs. Hence, when accounting for family composition, the bonus
impacted the most single-parent households in reducing the poverty rate from 2008 to

2010, and large families onwards. For the poverty gap, the effects were larger for large

families.

6 Further Analysis

We now briefly investigate the impact of the child allowance changes in the following
non-income outcomes: Ability to make ends meet, Ability to keep the house adequately

warm, Ability to face unexpected expenses, and Capacity to afford a meal with meat or
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proteins regularly. In order to do this, we investigated the evolution of the refered EU-
SILC variables’ mean for the years that mark the policy change: 2010 to 2011. Changes
in the non-income outcomes from 2010 to 2011 are small (reported in A17) and rather
inconclusive, as we do not observe a contrast between the evolution of the outcomes
for the households affected by the policy change (1** and 2" income brackets) and the
ones not affected (3™ income bracket). Even if larger changes were observed, we could
not isolate the effects of the bonus from the economic context to prove its cause. Fur-
thermore, due to the non-existing parallel trends between the three first income brackets

before the policy change, no causal analysis could be done.

7 Conclusion

This work project collects evidence from a microsimulation analysis of the impact of
the Abono de Familia’s 25% bonus and its cut, on the poverty status and intensity of the
poorest households. Additional results regarding the take up of Abono and its role in
poverty alleviation are reported.

Abono de Familia plays a limited role in reducing child poverty. Even though the
25% bonus was a supplement targeting the poorest households, increases in the amount
of Abono de Familia of 40% in the years between 2008 and 2010, and between 60% and
80% in the years between 2011 and 2014 would be needed in order to eliminate child
poverty. Additionally, the economic crisis reduced the relevance of Abono de Familia
in poverty alleviation. While the contribution of the benefit is always larger for the 2™
income bracket, these households are also the ones most affected by the decrease in
the role of this benefit from 2011 onwards. Moreover, the take-up is not perfect, since
between 12% and 18% of the elegible households do not receive the transfer in the years
considered.

The overall results reveal that the 25% bonus decreased poverty status and intensity

between 2008 and 2010 for the overall households, decreasing the poverty rate in 0.66pp
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and the poverty gap in 6%. The maintenance of the bonus could have prevented poverty
in more households than in the previous years, even though the reduction of the poverty
rates would have been smaller, 0.56pp. At the same time, the estimated expenditures
needed to maintain the bonus after its cut were larger. These results are in line with
the economic situation of the country, reflecting the increase in severity of the crisis
after 2010. In fact, the baseline situation clearly shows the economic crisis unfolding
when observing the poverty rate and poverty gap evolutions, with a worsening of the
poverty status and intensity for the households with children from 2011 onwards, in a
larger extension for the 1*' income bracket. The economic factors influencing poverty
may have reduced the estimated impacts of the bonus and its cut, and may explain
most of the dynamics observed in our results. The heterogeneity by type of households
predicted in the literature is confirmed by our estimated results. In fact, the share of
single-parent families is increasing, and both single-parent and large families are more
likely to be poor. Using the simulations, we conclude that the average effect in the
poverty rate is larger for the single-parent households between 2008 and 2010, and for
the large families after that. For the impact on the poverty gap, the large families stand
out. Finally, the impact for the classic families is always much lower.

The analysis presented on this paper was able to estimate results that confirm evi-
dence mentioned in the literature regarding poverty, family allowances, austerity mea-
sures and family composition. It also contributes with new insights regarding the im-
pacts of the introduction and elimination of the 25% bonus, targeting the poorest in-
come brackets. Given the economic crisis, the elimination of the 25% bonus targeting

the poorest households further agravated their poverty situation.
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Appendix

Al: Formulas for the calculation of the income brackets
Income Bracket Formula
Ref, < 0.5%14*IAS
0.5*14*IAS<Ref; <1*14*IAS
1*14*IAS<Ref; <1.5*14*IAS
1.5%14*IAS<Ref; <2.5¥14*IAS
Ref;>2.5*14*IAS

hn A W N~

Note: This table presents the formulas to calculate the income brackets. The reference income is
compared with a multiplier of IAS in order to allocate each household to an income bracket. Source:

(Decreto-Lei n.° 176/2003 2003)

A2: IAS, Retribuicdo Minima Mensal Guarantida and Income brackets

Top Values Income Brackets (euros)
Retribuicdo Minima
IAS 2nd I
Years Mensal Guarantida |1st Income Bracket o - "° " 3rd Income Bracket 4th Income Bracket
(euros) Bracket
(euros)

2006 - 3859 27013 5402.6 8103.9 13506.5

2007 397.86 - 2785.02 5570.04 8355.06 13925.1

2008 407.41 - 2851.87 5703.74 855561 14259.35
2009-2016| 419.22 - 2934.54 5869.08 §803.62 14672.7

Note: This table presents the values of IAS for each year. In 2006, IAS was not yet in place, hence, the
reference value to calculate the income brackets was the Retribuicdo Minima Mensal Guarantida.
Additionally, reports the top values (in euros) of the income brackets for each income bracket. These
values are calculated when applying the formulas in A1 using the values of IAS. As illustration, a family
that, in 2006, had an annual reference income of 5000 euros would be placed in the 2" income bracket.

Source: (Dire¢do-Geral da Administragao e do Emprego 2020)

31



A3: Monthly transfer of Abono de Familia by year for income brackets 1, 2 and 3

Monthly transfer (euros) Surcharges
. (5) Single- L (7) Family with ) .
g X N Y
(1) Year (2) Income Brackets @ ?llgeé}l;mlﬂ ﬁ'(og (I:h:grilld parent family (z;ﬁ;:}‘(:lﬁ; morethan 2 Update © jt:enng (10) Observations
y y %) children (euros) (%)
2
1 1-?.?9 31.67 3 Ty i
2006 A 105.58 264 3
2006
3 84.46 2429 23
1 130.62 32.65 31 I st
2007 2 108.85 27.22 31 AW s
o 2007
3 87.08 25.04 - - 31
1 135.84 33.96 20 3396 67.92 4 Tamuary Tst First year of surcharges for
2008A 2 112.66 28.17 20 28.17 56.34 35 700’8 single-parent and families
3 89.69 2579 20 2579 51.58 3 - with 2 or more children
1 1698 4245 20 4245 849 25% Introduction of na extra
2008B 2 140.83 35.21 20 3521 7043 25%  July 1st2008 25% ofthe transfer for the
3 89.69 25.79 20 2579 51.58 0 1st and 2nd echelons
1 174.72 43.68 20 43.68 87.36 2! Tanuary 1st
2009 2 144.91 36.23 20 3623 7246 28 700’9
3 9229 26.54 20 2654 53.08 29 -
! 17472 +3.68 20 43.68 87.36 0 January 1st  Until the start of November
2010 2 14491 36.23 20 3623 7246 o 2010 2010
3 §2.29 26.54 20 26.54 53.08 0 - -
1 140.76 3519 20 3519 7038 07 November Ending of the extra 25% of
2011-2015 2 116.74 29.19 20 29.19 58.38 0.7 1st 2010 the transfer for the 1st and
3 9229 26.54 20 2654 53.08 0 - 2nd echelons

Note: This table presents the monthly values of the transfer for families in the

15, 2™ and 3™ income

brackets. It also contains the surcharges for single-parent and large families. Column 8 shows the annual

update of the transfer and the 25% bonus in starting in 2008. The values and dates from Decretos-Lei

and Portarias.

A4: Monthly transfer of Abono de Familia by year for income brackets 4 and 5

Monthly transfer Surcharges
- . . — L (7) Family with ®) 5
_ (3) Children until ~ (4) Children | (5) Single- (6)Family with 2 y N (9) Starting :
2 N = : 2 = e
(1) Year (2) Income Brackets 1 year old fiom 1 year old |parent famils children morethan 2 Lpr{a{e date (10) Observations
children (%)
2006 4 5243 2097 - 3 January 1st
- 5 3146 10.49 3 2006
2007 4 3379 2152 31 January 1st
- 5 3228 10.76 - - - 3.1 2007
1008 4 5513 2206 20 206 44.12 4 Jamuayis F;ﬁ;l::;ﬁifﬁ?;?h:
2 . . 2 g
5 3309 11.03 20 1103 22.06 35 2008 with 2 or more children
4 5645 22.59 20 2259 4518 24 January 1st
2009 2 y
2009 2010 5 3388 1129 20 29 22.58 24 2009

Note: This table presents the monthly values of the transfer for families in the 4" and 5" income

brackets. It also contains the surcharges for single-parent families and for families with 2 or more

children. Column 8 shows the update of the transfer. The values and dates from Decretos-Lei and
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AS5: Descriptive Analysis

Variable Mean  Standard Deviation Min Max
Equivalised disposable income 10113.7 7989.92 80 209845.3
Total Household Gross income 25711.81 24129.63 288 468604.2

Current Education Activity ~ 1.909968 2862294 1 2
Equivalent Household Size ~ 2.011886 5908019 1 73

Note: This table reports the mean, standard deviation, minimum and maximum for the SILC variables

used in the analysis.

A6: Type of Households
(1) Type of (2) Number (3) Number

of of
Houschold adults children
Slngle-Parent I lor2
family
Classic Family >2 lor2
Large Family >2 >3

Note: This table presents the type of families we consider for the analysis.

A7: Monthly transfer of Abono de Familia by year for income bracket 1. 2 and 3 — No Bonus

Counterfactual
Monthly transfer (euros) Surcharges
(2) Income 3) phildren (4) Children | (5) Single- (6) Fan.]ily with (7) Family with (8) Update
(1) Year Brackets until 1 year  from 1 year parent 2 children more than 2 %)
old old family (%) (euros) children (euros)

1 126.69 31.67 - - - 3

2006 2 105.58 26.4 - - - 3

3 84.46 24.29 - - - 23

1 130.62 32.65 - - -
2007 2 108.85 27.22 - - - 3.1
3 87.08 25.04 - - -

1 135.84 33.96 20 3396 67.92 4

2008 2 112.66 28.17 20 28.17 56.34 35

3 89.69 25.79 20 25.79 51.58 3
1 139.78 34.94 20 34.94 69.89 29
2009-2010 2 115.93 28.99 20 28.99 57.97 29
3 92.29 26.55 20 26.55 53.08 29
1 140.76 35.19 20 35.19 70.38 0.7
2011-2015 2 116.74 29.19 20 29.19 5838 0.7

3 92.29 26.54 20 26.54 53.08 0

Note: This table contains the values of the monthly transfer of Abono for the No Bonus Counterfactual
simulation. The values were calculated by only applying the update of the original transfer values in

each year (A3), and without increasing the size of the transfer of 2008 with the 25% bonus.
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AS8: Monthly transfer of Abono de Familia by year for income bracket 1. 2 and 3 — Bonus

Counterfactual
Monthly transfer (euros) Surcharges
. (6) Family . .
(2) Income| (3)Children  (4) Children | ) Sgles g, 7 (D Familywith oy te
(1) Year Brackets |until 1 year old from 1 year old parent family children more than 2 (%)
(%) children (euros)
(euros)

1 126.69 31.67 - - - 3

2006 2 105.58 26.4 - - - 3
3 84.46 24.29 - - - 2.3

1 130.62 32.65 - - -
2007 2 108.85 27.22 - - - 3.1
3 87.08 25.04 - - -

1 135.84 33.96 20 33.96 67.92 4
2008A 2 112.66 28.17 20 28.17 56.34 35

3 89.69 25.79 20 25.79 51.58 3

1 169.8 42.45 20 42.45 84.9 25

2008B 2 140.83 35.21 20 35.21 70.43 25

3 89.69 25.79 20 25.79 51.58 0
1 174.72 43.68 20 43.68 87.36 29
2009-2010 2 144.91 36.23 20 36.23 72.46 29
3 92.29 26.54 20 26.54 53.08 2.9
1 175.94 43.99 20 43.99 87.97 0.7
2011-2015 2 14592 36.48 20 364 72.97 0.7

3 92.29 26.54 20 26.54 53.08 0

Note: This table contains the values of the monthly transfer of Abono for the Bonus Counterfactual. The
values were calculated by only applying the update of the original transfer values (A3) in each year and

without taking the 25% extra from 2011 onwards.

A9: Decrease in the Poverty Rate and Poverty Gap — No Abono Counterfactual

Decrease in the Poverty rate and Poverty gap of Households with children because of Abono

Pov rate (pp) Pov Gap (%)
Year Overall I1st Income Bracket 2nd Income Bracket| Overall — 1st Income Bracket 2nd Income Bracket
2006 -1.59 -4.02 -5.84 -38.61 -35.67 -42.10
2007 -2.66 -0.66 -11.71 -34.71 -29.96 -40.43
2008 -1.98 -5.82 -6.41 -39.11 -37.19 -39.83
2009 -2.68 -4.40 -10.52 -43.54 -43.71 -43.17
2010 -3.17 -3.06 -12.08 -44.43 -43.59 -46.13
2011 -1.96 -2.95 -7.26 -3533 -33.69 -37.63
2012 -2.01 -1.05 -7.64 -3490 -32.92 -39.24
2013 -2.16 -2.57 -8.42 -34.22 -32.13 -40.49
2014 -127 -1.05 -549 -33.69 -31.80 -37.60

Note: This table reports the estimated decrease in the Poverty Rate (in percentage points) and in the
Poverty Gap (in percentages), generated by Abono de Familia. Calculated from the difference between

the Poverty rate and Poverty gap of the baseline situation and the No Abono Counterfactual.
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A10: Households with Children’s Poverty Rates (panel A) and Poverty Gap (panel B) - Baseline

Situation
Panel A: Poverty Rates for Househols with Children (%) - Baseline Situation

(3) 1stIncome  (4) 2nd Income (5) Single-parent (6) Classic (7) Large

(1) Year  (2) Overall Bracket Bracket Families Families Families
2006 15.64 91.54 4237 23.63 12.90 38.52
2007 18.58 91.04 5135 3045 15.67 34.41
2008 18.25 8§8.91 46.71 25.86 15.80 32.54
2009 17.07 89.76 45.60 30.14 13.19 38.44
2010 1838 95.95 44.69 3093 14.96 37.25
2011 19.66 91.41 4736 27.03 16.87 39.59
2012 20.83 97.43 41.75 29.65 17.70 35.33
2013 21.65 96.01 44.59 3438 17.14 42.94
2014 20.35 97.70 4739 30.56 16.42 40.24

Panel B: Poverty Gap for Househols with Children (million euros) - Baseline Situation

(3) 1stIncome  (4) 2nd Income (5) Single-parent (6) Classic (7) Large

(1) Year (2) Overall Bracket Bracket Families Families Families
2006 309.64 191.06 111.44 4190 21352 37.80
2007 372.85 217.37 145.56 6239 246.73 51.64
2008 407.42 229.73 169.95 7735 265.88 48.92
2009 368.97 217.84 142.40 65.70 212.88 67.12
2010 384.26 22450 148.70 86.69 240.82 49.50
2011 45527 298.12 147.58 77.65 32593 35.77
2012 507.79 382.09 121.47 90.78 34752 54.20
2013 559.94 438.17 11241 119.49 352.70 69.32
2014 510.92 357.84 146.12 95.99 33431 57.37

Note: This table reports estimated the poverty rates (panel A) and poverty gap (panel B) of the baseline
situation, for the overall households with children, in particular the ones in the 1% and 24 income
brackets and by type of household. Poverty measures calculated from the equivalised disposable income

of the households after identifying the poverty lines.

Al11: Expenditure with Abono de Familia - Counterfactuals

. 1 . 5) Di
(2) Expenditure No ) leferel_lce (4) Expenditure Bonus ) lefereyce
(1) Year from baseline from baseline
Bonus Counterfactual . Counterfactual .
expenditure (%) expenditure (%)
2008 853171640.8 -5.33 901160106.7 0
2009 870354468.1 -10.15 968696968.6 0
2010 901088407.9 -10.48 1006568495 0
2011 589931547.3 0 687171284.2 16.48
2012 614174654.1 0 718657613 .4 17.01
2013 588111659.1 0 695830248.7 18.32
2014 536715085.2 0 632224880.2 17.80

Note: This table reports the estimated total annual expenditure with Abono de Familia for each
counterfactual (columns 2 and 4) and the percentage difference from the baseline annual expenditure for
the benefit (columns 3 and 5). Values calculated after the attribution of the monthly values of abono of

each counterfactual to the respective households.
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A12: Number of Households with Children by Income Bracket

Number of Households with Children by Income
Bracket
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Note: This graph reports the estimated number of households with children in each of the first three

income brackets, for the years between 2006 and 2014.

A13: Poverty Rate of Households with Children

Poverty Rate of Households with Children
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Note: This graph reports the poverty rates of households with children for the baseline situation and the

counterfactuals, from 2006 to 2014. Constructed from A10, A14 and A15.

Al4: Impact of the Bonus
Panel A: Impact of the Bonus on the Poverty Rate of Households with children (pp)

(1) Year (2) Overall ) éj;iii?ne ) zéigclizfme (5) Single-parent Families (6) Classic Families (7) Large Families
2008 0.34 1.24 111 1.82 0.17 0.13
2009 0.89 2.54 3.38 217 0.61 220
2010 0.76 0.16 3.24 0.00 0.72 1.37

Panel B: Impact of the Bonus on the Poverty Gap of Households with Children (%)

(1) Year (2) Overall 3) éj;ii?me ) i;i:clizfme (5) Single-parent Families (6) Classic Families (7) Large Families
2008 2.99 297 3.15 2.83 2.35 4.77
2009 6.75 6.73 7.2 6.82 5.13 8.01
2010 7.16 6.83 8.17 7.35 5.21 11.01
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Note: This table reports the impact of the 25% bonus on the poverty rate (panel A) and poverty gap
(panel B) between 2008 and 2010. Results are presented for the overall households with children, for the
1*t and 2" income separately and by type of family. Calculated from the absolute value of the difference

between the values of the baseline situation and the values of the No Bonus counterfactual. For this

simulation, the monthly values of abono are calculated based on the values in A7, which subtracts the
25% bonus in 2008, 2009 and 2010, for the first two income brackets. Then, the difference between the
estimated baseline value of abono and the value of the counterfactual is taken from the income. New
poverty lines, poverty rates and poverty gaps are calculated and compared with the ones from the

baseline situation.

A15: Impact of the end of the Bonu
Panel A: Impact of the End of the Bonus on the Poverty Rate Households with children (pp)

(1) Year (2) Overall L) ];j;iﬁ?ne ) 2];::1133’1“ (5) Single-parent Families (6) Classic Families (7) Large Families
2011 0.58 2.19 1.8 1.81 0.27 2.72
2012 0.63 1.81 2.02 1.87 0.22 0.34
2013 0.59 2.35 1.57 2.46 0.05 0.97
2014 0.43 1.00 1.67 0.24 0.26 3.02

Panel B: Impact of the End of the Bonus on the Poverty Gap of Households with Children (%)

(1) Year (2) Overall 3) éj;ii;jme ) gi:;ﬁ:me (5) Single-parent Families (6) Classic Families (7) Large Families
2011 5.67 5.34 6.7 7.55 4.40 14.57
2012 5.43 5.02 6.89 7.62 4.44 10.01
2013 5.46 5.12 7.24 7.10 4.05 9.90
2014 5.22 4.96 6.11 8.10 4.00 9.73

Note: This table 15 reports the impact of the end of the 25% bonus on the poverty rate (panel A) and
poverty gap (panel B) between 2011 and 2014. Results are presented for the overall households with
children, for the 1* and 2" income separately and by type of family. Calculated from the difference
between the values of the baseline situation and the values of the Bonus counterfactual. For this
simulation, the monthly values of abono are calculated based on the values in A8, which maintains the
25% extra of the transfer from 2011 onwards (for the years in which it was ceased), for the first two
income brackets. Then, the difference between the estimated baseline value of abono and the value of
the counterfactual is taken from the income. New poverty lines, poverty rates and poverty gaps are

calculated and compared with the ones from the baseline situation.
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A16: Share of poor households with children per type of Household

Share of poor households with children by type of
household
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Note: This graph reports estimated share of poor households with children per type of Household.
Calculated as the percentage of poor households of each type in the overall poor households with

children.

A17: Changes observed in the mean of non-income variables from 2010 to 2011

Mean of non-income variables and its changes from 2010 to 2011

(2) Ability to keep the house warm |(3) CoPacity to afford ameal with | (4) Ability to face wexpected | gy 4 bijiry 1o make ends meet
meat or proteins regularly expenses
(11;3::1::: 2010 2011  Change (%)| 2010 2011 Clz:z‘ft 2010 2011 C}(‘;')gs 2010 2011 Change (%)
1 047 046 11 0.90 0.90 0.02 031 032 1.67 1.50 173 14.99
2 052 060 15.63 0.93 0.94 125 0.49 046 -5.56 1.96 2.09 646
3 0.62 069 1061 0.96 0.97 153 0.65 063 231 232 241 396

This table reports the mean of EU-SILC non-income variables and its changes (%), for households with
children eligible to receive Abono de Familia, between 2010 and 2011. We changed the variables in
columns 2, 3 and 4 in order to make 1 correspond to ”yes” and 0 to "no”, instead of the original
correspondency of 2 to "no”. The variable in column 5 varies between 1 and 6, where 1 corresponds to
“with great difficulty” and 6 to “’very easily”. Hence, an increase in the mean reports an improvement in

the living conditions regarding the variable in question.
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