Eur J Ageing (2014) 11:285-292
DOI 10.1007/s10433-014-0319-7

ORIGINAL INVESTIGATION

Ageing and poverty: how older Portuguese adults became less

poor in the noughties

Carlos Farinha Rodrigues - Isabel Andrade

Published online: 1 November 2014
© Springer-Verlag Berlin Heidelberg 2014

Abstract The poverty rate amongst older Portuguese
adults has decreased significantly in recent years as their
incomes have increased and their levels of inequality and
material deprivation have converged to the national aver-
age. This paper investigates whether this improved situa-
tion is homogeneous across this population group, but
concludes that poverty pockets subsist. In particular, those
aged 75+ and living alone record a poverty rate above
30 % in 2010, showing that this group is still subject to
great economic and social vulnerability. An important
feature of this income heterogeneity is the higher average
income of the 65-74 age group versus the 75+ group. The
evolution of both contributive and means-tested pensions
has been a key element in the reduction of poverty amongst
older people in Portugal and in improving their living
standards. However, the austerity policies implemented
post-2010 have made a strong impact on pensions and may
reverse these positive developments.
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Introduction

The study of poverty and deprivation amongst older people
in OECD and EU countries has been gaining importance
due to the increasing ageing of the population at a time of
economic crisis and growing pressure on resources.
According to OECD (2013:13), “The reduction of old-age
poverty has been one of the greatest social policy successes
in OECD countries” with an average old-age poverty rate
of 12.8 % (down from 15.1 % in 2007) and disposable
income at about 86 % of national income in 2010, despite
the recession. Moreover, both monetary and non-monetary
indicators, such as material deprivation, should be used in
the difficult task of evaluating retirement income adequacy.
Studies like Zaidi (2009, 2010) and OECD (2013) conclude
that old-age poverty and deprivation rates have declined
across most EU and OECD countries due to significant
recent changes in social policies and pensions’ provision.
However, the current economic crisis and austerity policies
have had an impact on social policies, as described in
OECD (2013) and simulated in Callan et al. (2011). A
more detailed country specific analysis may be found in
Aziz et al. (2013) in New Zealand; INE (2010) in Portugal;
Lindquist and Wadensjo (2012) in Sweden; O’Brien et al.
(2010) in the US; and Prunty (2007) in Ireland. In general,
older people, and particularly older women and ethnic
minorities, are at higher risk of poverty and deprivation.
Brown and Prus (2006) and Goudswaard et al. (2012) focus
on the state/private pension impact on poverty reduction in
OECD countries and conclude that it is not significant.
Albuquerque et al. (2010) discuss the transitional effects of
retirement on income and poverty in Portugal (namely, that
older pensioners and those with shorter contributions per-
iod are more at risk), whereas Schirle (2013) decomposes
old-age poverty in Canada and shows that its single most
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important factor is retirement income (both pensions and
social benefits).

Old-age poverty declined significantly in Portugal dur-
ing the last decades—whereas the national poverty rate fell
from about 23 % in 1994 to 18 % in 2010, the old-age rate
dropped from about 38 % to 20 %. However, this halving
of the poverty rate conceals the heterogeneity of this age
group where important clusters of deep poverty remain. In
2010, adults aged 75+ living alone had the highest poverty
rate (33 %); and the older female poverty rate is higher
(21.4 %) than the male rate (18.0 %). The aim of this paper
is to characterise in detail the phenomenon of old-age
poverty in Portugal in the 2003-10 period, including its
non-monetary component of material deprivation, follow-
ing the Eurostat methodology. This paper updates and
extends previous Portuguese studies, and investigates a
period of intense social policy change which included the
introduction of the “Solidarity Supplement for the Elderly”
(Complemento Solidario para Idosos, CSI) in 2006 and the
2007 reform of the “Social Security Law” (Lei de Bases da
Seguranca Social). This reform had the stated aim of
safeguarding the long-term sustainability of the pension
system through substantial changes in the replacement
rules, linking pensions to economic growth and life
expectancy, and penalising early retirement. It has led to
less generous pensions, but will affect future pensioners
most. Moreover, the accelerating ageing of the population
has so far prevented the expected reduction in expenditure.
The CSI is a means-tested benefit that aims at closing the
gap between the level of old-age income and the (national)
poverty line. With 236 thousand beneficiaries in 2010, the
CSI has clearly contributed to the significant reduction in
poverty in recent years, but its performance is still far from
its proclaimed ultimate aim of taking older people out of
poverty. The profound crisis that has affected Portugal
since 2010 and led to the Portuguese Government signing
the “Economic Adjustment Programme” with the Troika
(European Commission, ECB and IMF) in 2011 brought
deep budget cuts that have only begun to affect directly
old-age income levels after 2011. However, these cannot
yet be reflected in this study because of data unavailability.

This paper is organised as follows: Sect. 2 describes the
Portuguese as an ageing, but less poor population; Sect. 3
studies in detail old-age poverty during the 2003—10 period
including their income distribution; Sect. 4 analyses its
other dimension, material deprivation; finally, Sect. 5
concludes the paper and summarises its main conclusions.
The main data source used is the Portuguese micro-data
from the European Union Statistics on Income and Living
Conditions (EU-SILC) made available by INE-Statistics
Portugal. The EU methodology for measuring and evalu-
ating poverty and material deprivation is followed: equiv-
alised income is calculated by adjusting the household
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Fig. 1 An ageing population, Portugal 1980-2010. Source INE-
Statistics Portugal. Ageing index: (population aged 65+/population
aged <15)*100; 75+4/65+ ratio: (population aged 754/population
aged 65+)*100; Old-age dependency ratio: (population aged 65+/
population aged 15-64)*100

disposable income using the modified OECD scale; the
poverty line is defined as 60 % of the median adult
equivalent income; and the material deprivation indicators
are based on a set of nine items available in the EU-SILC
database.

An ageing, but less poor older population

The increasing ageing of the Portuguese population is
revealed in Fig. 1 below, and is described in more detail in
Carrilho and Craveiro (2013). The ageing index rose
quickly from around 45 % at the start of the eighties to
91 % in 1997. It crossed the 100 % barrier in 2001,
meaning that more Portuguese are aged 65 and older (65+
here-after) than 15 and younger, and reached 122 % in
2010. The old-age dependency ratio has grown steadily
from about 18 % in the eighties to 25 % in 2003 and 28 %
in 2010. These results reflect the sharp decrease in the birth
rate from 16.2 %o in 1980 to 9.6 % in 2010, together with
an almost unchanged mortality rate of around 10 %o. Life
expectancy (at birth) has thus risen from 71.1 years in 1980
(men: 67.8, women: 74.8) to 79.6 in 2010 (76.5 and 82.4,
respectively). Moreover, the proportion of people aged
75+, the ‘older old’, within the 65+ population has grown
from about a third in 1980 to just under a half in 2010.
However, the more numerous older Portuguese adults
were becoming less poor: their mean equivalised income
converged to the national average in the second half of the
noughties, growing consistently from 83 % of that average
in 2004 to 94 % in 2010. This steady rise is in marked
contrast with the nineties, when that proportion had fol-
lowed a downward trend (dropping to 81 % of the national
average in 2000). This increase in equivalised income is
reflected in the decline of the 65+ poverty rate at a much
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Fig. 2 National and old-age poverty rates, 1994-2010. Source INE-
Statistics Portugal, ECHP 1995-2001 and EU-SILC 2004-2011.
Authors’ calculations. NB There is no data on older poverty in the
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Fig. 3 Old-age poverty rate, 2003-2010. Source INE-Statistics
Portugal, EU-SILC 2004-2011. Authors’ calculations

faster pace than the national rate (up to 2008), as shown in
Fig. 2. The gap between the two rates decreased from
about 15 percentage points in 1994 to only two in 2010.

Additionally, this fall in the 65+ poverty rate led to a
decrease in the proportion of Portuguese poor that are
older: in 1994, 26 % of the poor were aged 65+, but in
2010, this proportion had decreased to 20 %, which is even
more significant when taking into account that their pro-
portion in the total population had risen from 14 to 18 %.
This decrease in old-age poverty will be considered in
detail in the next section.

Old-age poverty

Data from the Portuguese component of EU-SILC for
2004-11 are used in this section to characterise the 65+
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Fig. 4 65+ poverty rate by household type, 2003 and 2010. Source
INE-Statistics Portugal, EU-SILC 2004 and 2011. Authors’
calculations

population and to investigate whether it is a homogeneous
group in terms of poverty.

Figure 3 reveals that all old-age poverty rates follow a
similar path and converge to the national rate during this
period, but the 754 poverty rate is, on average, ten per-
centage points higher than that of the 65-74 group. Since
2008, the 65-74 poverty rate is actually lower than the
national rate, dropping to 15 % in 2010, the first year of
austerity. This (lower) rate is due to two factors: the fall in
the nominal poverty line, the first time since poverty sta-
tistics exist in Portugal; and the very small exposure of
65+ incomes to the 2010 austerity policies, particularly the
lowest pensions. Like in most countries, gender is an
important factor that reflects the higher female longevity.
In 2010, the 654 female poverty rate of 21 % was about
three percentage points above the 65+ male rate.

Another important factor in old-age poverty is the type
of household, i.e. whether people live alone, with their
spouse (also aged 65+ or not), or within extended families.
Six household types are considered in Fig. 4: two of the
65+ living alone (‘one person family aged 65-74 and ‘one
person family aged 754’); two of couples where both
spouses are aged 654 (‘couple both 754’ and ‘other 654
couples’, i.e. both spouses are 65-74 or only one is 65-74
and the other is 75+); and two that include people aged less
than 65 (‘couples with one 65+ spouse’, and ‘other 65+
persons’, i.e. older people who live within extended fam-
ilies). More than 30 % of old-age people belong to the
latter group, but this proportion decreased steadily in this
period.

There is a marked reduction in all poverty rates between
2003 and 2010 in Fig. 4, but not widespread enough to lead
to a decrease in poverty incidence across all groups to
levels comparable to the national average. This reduction
was most evident (above 40 %) in two of the most vul-
nerable groups, 65-74 living alone and ‘couple both 75+,
plus ‘other 65+ couples’. The other most vulnerable group,
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Fig. 5 Old-age average equivalised disposable Income, 2003-10, €
per year, 2010 prices. Source:INE-Statistics Portugal, EU-SILC
2004-2011. Authors’ calculations

“75+ living alone’, saw a much smaller reduction (just
under 20 %), and as a result, the almost identical poverty
rates in 2003 of the two living alone groups became sep-
arated by about 9 percentage points in 2010, with a poverty
rate of the 75+ of about 33 %.

Still, more than a quarter of the 75+ either living alone
or as couples are poor, whereas living with other household
members aged less than 65 clearly reduces the risk of
poverty. This result can be biased by the usage of the
household equivalised income as proxy for the equivalised
income of each individual member when more than one-
third of the 65+ live within extended families. Grouping
the eight household types defined in Fig. 4 above into two
groups: ‘65+ in 65+ households’, which comprises all
65+ living exclusively with other 65+, and ‘65+ in other
households’, which comprises all 65+ living in households
that also include other individuals, shows that the poverty
rate is influenced by these household arrangements. The
poverty rate of the ‘65+ in other households’ is always
below 20 %, and less than 15 % since 2008. Conversely,
the ‘654 in 65+ households’ rate is much higher, but its
substantial drop from 36 % in 2003 to 23 % in 2010 played
a major role in reducing the average old-age poverty rate.
Furthermore, the gap between the two rates decreased from
18 to 10 percentage points over this period.

The next stage of the analyses looks into the evolution
of the levels and composition of older people’s household
income and how they contribute to the changes in poverty
already detected. Figure 5 shows the considerable increase
(almost 15 %) in the average equivalised disposable
income of the 65+ over the 2003—10 period and its con-
vergence to the national average. This increase is even
more pronounced in the 65-74 group which actually
overtook the national average in 2010 (10,549 and 10,407€,
respectively, whereas the 75+ average equivalised
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disposable income increased from about 80 % of the
national value to about 86 % over the same period.

Another way of relating the standard of living of older
people to that of the whole population is by comparing
their equivalised disposable incomes. In Table 1, the
income of the 654 corresponded to 85 % of the national
average in 2003, but its steady increase raised it to 94 % in
2010. This increase was not uniform and gender is
important: the income of the 65-74 group and of 65+ men
actually surpassed the national average in 2010 (101 and
102 %, respectively). It is the older old and women that
record lower, but steadily increasing, percentages of the
national equivalised income.

It is also evident that living in households with younger
people increases the equivalised income of the older cohort
considerably, eventually taking it to above the national
average (104 % in 2010). A partial explanation for this rel-
ative improvement in older people’s income is the stronger
growth (in real terms) of pensions compared to the other
components of disposable household income in this period:
household income rose at a higher rate than pensions up to
2004, but was significantly affected by the financial crisis,
whereas pensions rose steadily throughout this period and
actually reached their highest level in 2010. Moreover,
pensions were not substantially affected by the austerity
budget cuts up to 2010, unlike wages and social transfers (see
Rodrigues and Andrade (2013) for a detailed discussion).

The main source of income of older people is naturally
pensions. Portugal has essentially a Bismarckian pension
system where pension values are a function of contributions
paid and number of years worked, complemented first by a
non-contributory means-tested social pension to which
those aged 65+ with no other source of income are entitled,
and secondly by the CSI if the social pension is not enough
to take the household income above the poverty line. The
proportion of 654 in receipt of pensions, either contributive
or (means-tested) social pensions, rose from 91 % of their
total number to 94 % over this period. Likewise, the pro-
portion of older people whose main source of income is
pensions rose from 86 to 92 %, but considerably more for
the 754 with 91 and 95 %, respectively.

Social Security macroeconomic data give a further
insight into the analysis of older people’s income and
changes in their poverty. The 2010 Social Security
accounts reveal that the value of the monthly contributive
pension rose from 351.1€ in 2003 to 477.03€ in 2010, a
nominal increase of 35 % and a real increase of over 18 %.
It reflects both the higher number of contributive years
taken into account in the pension awarding process and the
higher average pension value of the ‘new’ pensioners. This
largely explains the difference between the poverty rates of
the 65-74 and 75+ groups described above.
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Table 1 —65+ average 2003 2004 2005 2006 2007 2008 2009 2010
equivalised disposable income
as a % of the average national Age group
;g‘agvf‘llged disposable income, 65-74 883 895 909 959 970  99.1 994 1014
75+ 802 737 716 747 795 819 82.7 86.3
65+ 848 827 850 864 890  91.1 91.6 94.2
Gender
65+ male 846 8.1 895 906 955 979 99.6  101.7
75+ female 814 802 818 833 843 863 85.9 88.9
Household type
Source INE-Statistics Portugal, 65+ in 65+ households ~ 79.5 758  78.1 837 849 875 86.9 89.2
EU-SILC 2004-2011. Authors 65+ in other households ~ 93.4 938 965 912 967 979 1003  103.7
calculations
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Fig. 6 65+ equivalised disposable income by deciles, 2003 and
2010. Source INE-Statistics Portugal, EU-SILC 2004-2011. Authors’
calculations

The monthly value of the social pension also increased
substantially: for those aged 65-69, it rose from 156.97 to
207.06€, and for those aged 70+, it rose from 170.14 to
224.58€, a nominal increase of 32 % and a real increase
above 15 % in both cases. The growing importance of the
social pension is reflected in the increasing of its weight in
total pension expenditure: from 12 % in 2003 to 15 % in
2010. This rise in the values of (average) pensions, clearly
at a higher rate than the national disposable income, is the
prime explanation of the significant decrease in old-age
poverty rate in Portugal.

The general improvement in older people’s income
levels is reflected in their distribution by equivalised
income deciles. In Fig. 6, this distribution is compared for
2003 and 2010. The proportion of 654 in the two lowest
deciles dropped from 28 to 22 %, whereas their proportion
in the two highest increased from 13 to 16 %. This shift
towards the high end of the income distribution is a direct
result of the relative income improvements already
discussed.

Another way of investigating the heterogeneity of the
65+ group is through the analysis of the inequality of their

Fig. 7 Gini Coefficient, 2003—10. Source INE-Statistics Portugal,
EU-SILC 2004-2011. Authors’ calculations

income distribution, as measured by the Gini coefficient.
This is particularly important due to the high levels of
Portuguese inequality described in detail in Rodrigues and
Andrade (2014).

Figure 7 shows the steady reduction in the Portuguese
income inequality between 2004 and 2009 and subsequent
increase in 2010. In 2003, the old-age income distribution
was as unequal as the national one, and by the end of the
period, their inequality was almost identical (0.342 and
0.340, respectively). Although following a more irregular
path, the 654 group is about as heterogeneous as the whole
population. In the next section, a broader definition of
poverty, material deprivation, is used to analyse the old-age
cohort within Portuguese society.

Old-age material deprivation
It is widely agreed that being poor cannot be reduced to a
lack of monetary resources, but also includes the inability

to enjoy a minimum standard of living and participation in
society. The material dimension of poverty, or material
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Table 2 Deprivation indicators (%), 2003 and 2010

Table 3 Deprivation indicators, 2003 and 2010

Population 65+

Non-poor Poor All

2003 2010 2003 2010 2003 2010 2003 2010 2003 2010
I1. Inability to face unexpected 19.5 29.0 259 269 Population
financial expenses Deprivation rate 157 154 450 458 217 209
12. Inability to afford paying for one 60.7 57.1 70.7 63.8 Deprivation 1.24 1.16 25 2.45 1.49 1.39
week annual holiday away from home Intensity
13. Arrears (mortgage or rent payments, 8.1 10.2 4.7 33 65+
I4ml'1“yb‘:°.‘us or f};‘redp”mhafe). ) i a1 es 3o Deprivation rate 229 160 513 427 311 213
- [nability to afford a meal with meat, 2. : : : Deprivation 155 127 268 229 188 147
chicken or fish every second day . .
intensity

I5. Inability to keep home adequately 363 26.7 46.8 304
warm

16. Enforced lack of a washing machine 3.5 1.5 9.1 3.6

I7. Enforced lack of a colour TV 1.1 04 28 0.8
I8. Enforced lack of a telephone 3.9 1.9 6.7 3.9
I9. Enforced lack of a personal car 120 92 148 105

Source INE-Statistics Portugal, EU-SILC 2004 and 2011. Authors’
calculations

deprivation, is defined as the inability to attain certain basic
standards of living and consumption. In order to implement
these concepts, the EU has defined nine indicators of
material deprivation (see Guio (2005, 2009) and Guio et al.
(2009), for example). They include a wide range of items
that are listed in detail in the first column of Table 2. Each
figure in the table gives the percentage of ‘enforced lack’,
i.e. the percentage of individuals that would have liked to
possess the item, but could not afford it, and therefore,
were deprived of it. In the case of items I6 to 19, the
indicators distinguish between lack of financial capacity
and ‘no interest or necessity’.

The three items that older people are most deprived of
coincide with the national average (see Rodrigues and
Andrade (2012) for a detailed analysis and discussion of
Portuguese material deprivation). In decreasing order they
are: “Inability to afford paying for 1 week annual holiday
away from home” (I2), “Inability to keep home adequately
warm” (I5) and “Inability to face unexpected financial
expenses” (I1). Their deprivation decreased from 71 % of
the 65+ in 2003 to 64 % in 2010 for 12 and 47 % to 31 %
for 15, with a slight increase for I1, reflecting the financial
crisis. The fourth most deprived item is “Enforced lack of a
personal car” (I9), whereas nationally it is generally
“Arrears (mortgage or rent payments...)” (I3), but this
difference reflects group circumstances. Gender and
household types do not significantly affect the ranking of
the deprivation items, although I3 is more important to the
65+ living within extended families, which again reflects
the different characteristics of these households. Generally
women aged 65+ are less deprived of a telephone, TV and
washing machine than men in the same age group. Full
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Source INE-Statistics Portugal, EU-SILC 2004 and 2011. Authors’
calculations

detailed results are available from the authors. Finally, it
could be argued that adopting a different set of items, as in
Zaidi (2011), or weighing methodology, as in Rodrigues
and Andrade (2012) for the whole population, would be
more appropriate to study this age group, but that is beyond
the scope of the current study.

The first EU agreed measure of material deprivation is
defined as the enforced lack of at least (any) three of the
nine items, and therefore, is a measure of the deprivation
incidence. The second is a measure of its intensity, and is
defined as the mean of the number of items that individuals
are deprived of. Higher 65+ income levels in this period
are reflected in the decline of the old-age material depri-
vation rate and its convergence to the national rate (21.3
and 20.9 %, respectively, in 2010). As shown in Table 3,
on average, the 65+ were deprived of 1.88 items in 2003,
well above the national 1.49, but by 2010, this value had
dropped to 1.47 compared to the national 1.39, reflecting
the already discussed convergence. However, if poverty
risk is taken into account, this drop becomes more sub-
stantial: the 654 poor were deprived, on average, of 2.68
items, compared to the 2.50 national poor in 2003, but by
2010, the national average had hardly changed, whereas the
654 average had dropped to 2.29. Actually, it was the 654
non-poor that recorded the highest drop in deprivation rates
over this period (23 to 16 %) followed by the 654 poor (51
to 43 %), whilst the national non-poor and poor rates
hardly changed. Nevertheless, the material deprivation of
the 75+ is still above that national rate; and women are
more deprived than men, with a 654 female deprivation
rate in 2010 of 24 %, six percentage points above the male
rate (not shown in the table).

The highest reduction in material deprivation is recorded
in households that include only 65+ individuals, but in
2010, the 654 living alone are still the most deprived
group. Older people living with younger relatives show
smaller reductions in deprivation, echoing the smaller rel-
ative reduction in the national rate already discussed.
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Conclusion

One of the clearest indicators of the social changes that
have occurred in Portugal over the last decades is the
significant decrease in old-age poverty: between 2003 and
2010, the poverty incidence of the older Portuguese drop-
ped by 31 %. Given the considerable percentage of 65+ in
the total population, this large decrease necessarily had an
impact on the national poverty indicators.

This study highlights the heterogeneity of the older
population in terms of poverty indicators: although their
poverty rate as a whole fell, poverty pockets subsist at
disturbingly high levels. In particular, those aged 75+ and
living alone record a poverty rate above 30 % in 2010,
implying that this group remains one of great economic and
social vulnerability, and justifying the safeguarding, and
even expansion, of the social measures that target it
specifically.

An important feature of this heterogeneity is the dif-
ference between the higher average income of the 65-74
group versus the 754, a feature that needs to be taken into
account in the design of social and economic policies
aimed at older people in general. In fact, the analysis of the
asymmetric 65+ income distribution reveals that being
65+ does not necessarily imply low income or vulnera-
bility: in 2010, more than 16 % of the people in this age
group were in the two highest deciles of that distribution.
The high level of 65+ inequality, which mirrors the
national average, justifies the need for social and poverty
targeting policies that privilege a means-tested approach,
rather than a universal one.

The study of material deprivation enabled an in-depth
identification of the more exposed older people. Those
living alone or in couples where both spouses are aged 75+
emerge as the most vulnerable, both in terms of monetary
resources and of access to goods and services. However,
the usage of a methodology (and indicators) common to all
EU population instead of one designed specifically for
them and their needs have to be seen as a limitation.

The evolution of pensions, both contributive and means-
tested, is a key element in the reduction in poverty and
improvement in the living standards of the 654-. However,
the austerity policies implemented post-2010 have made a
strong impact on pensions and can reverse these positive
recent developments, even though the lowest pensions have
remained relatively excluded from the cuts. This reverse in
social policies, of which another example is the recent drop
in the number of CSI beneficiaries, will necessarily lead to
a fall in their efficacy in reducing poverty, and extreme
poverty, in Portugal.

Finally, the continuing impoverishment and high
unemployment rates of the Portuguese population are
forcing many older people to support financially their

children and grandchildren who have been hit by the
recession and unemployment. The improved living stan-
dards older people had secured for their retirement may
now be lost, as they are hit by the current crisis in a more
convoluted way.
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