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Abstract
This article investigates the development of two forms of public spending on families, as 
well as their role for child poverty in 22 European countries during the period 2006–2015. 
It uses aggregated data on child poverty from Eurostat and data relating to public spend-
ing on families from the OECD SOCX database. It analyses the association between child 
poverty and public family spending on cash benefits and in-kind benefits, respectively. The 
findings show a stable growth in the GDP-related and real levels of spending on both cash 
benefits and benefits in kind, although spending on cash benefits have been more exposed 
to cost containment than spending on inkind benefits. Furthermore, spending on benefits in 
kind was found to be more efficient for curbing child poverty than spending on cash ben-
efits, even after controlling for unemployment, family structure, the general standard of liv-
ing, as well as welfare institutional configurations. However, the efficiency of public family 
spending declined over the studied period. Moreover, the relative significance of public 
family spending for child poverty, in comparison to structural factors (such as unemploy-
ment), varied according to which spending measure that was used.
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1  Introduction

Social spending as a percent of GDP has been shown to protect families and children 
from poverty, even when controlling for household-level factors and other macro-level 
characteristics as the unemployment rate, affluence and the total level of welfare state 
generosity (Bárcena-Martín et al. 2017; Chzhen 2017; Muffels and Fourage 2004). The 
international financial crisis in 2008–2009, which led to a period of sluggish growth and 
higher unemployment in Europe, became the ultimate test of welfare states’ capacity to 
cushion families from economic hardship (Richardson 2010). In the period 2006–2009, 
the average annual growth rate for OECD countries slumped from 3.14 to − 3.45% 
(Eurostat 2017e). The recession became more profound and lasting in some coun-
tries, such as Greece, whereas countries like Germany and Sweden started to recover 
in 2010–2011 (ibid.). It also increased the share of children living in poor households 
in most European countries, with the most marked increases in Cyprus, Iceland and 
Greece (Chzhen et al. 2017).

The policy reactions to the crisis differed between countries. Most European countries 
increased their social spending when the crisis struck, but while some countries, such as 
Belgium and France, continued on this line, others such as the UK started to cut spending 
around 2013 (Chzhen et al. 2017; Ahrendt et al. 2015; Gauthier 2010). To what extent this 
policy variation explains the development in child poverty over time is not clear. Previ-
ous research in this field has mainly focussed on the influence of total social spending on 
poverty, but we also need to consider the role of different family policy spending, since this 
reveals not only differences in policy impact, but also whether governments have chosen 
different spending strategies for combating child poverty in times of recession (cf. Ahrendt 
et al. 2015; Gauthier 2010). Whereas a ‘service-based’ approach emphasising spending on 
benefits in kind would be more in accordance with the dual-earner idea within the increas-
ingly influential Social Investment Strategy (Bonoli 2005; Esping-Andersen et al. 2002), a 
‘transfer-based’ approach would be more in line with a traditional family policy approach 
that aims at combating poverty primarily through cash benefits and tax reliefs (Thévenon 
2011). However, as the recession following the financial crisis exposed most European 
countries to mounting fiscal challenges, they also became more prone to engage in fiscal 
consolidation since 2010–2011 (Taylor-Gooby et al. 2017; Farnsworth and Irving 2015). 
This ‘era of austerity’ influenced countries in different ways, but it may be assumed that 
spending on cash transfers to families have become more subjected to austerity measures 
than spending on services, since the latter is more in line with the EU Social Investment 
Strategy and the UN Sustainable Development Goals (Chzhen 2017).

The aim of this article is to analyse the development of spending on cash transfers 
and services, as well as its association with child poverty in 22 European countries over 
the period from 2006 to 2015. This period covers the years prior to the international 
financial crisis, but also the post-crisis period during which many governments launched 
cuts in social expenditures on families (Ahrendt et al. 2015; Richardson 2010; Gauthier 
2010). The following research questions are analysed: (a) how has public spending on 
cash transfers and services changed over this period and to what extent do the observed 
patters support a shift towards a service-based approach for combating child poverty? 
(b) How efficient have the two types of family spending been in terms of child poverty 
reduction when controlling for employment patterns, the overall affluence and welfare 
state configurations? (c) How has this poverty-curbing efficiency developed over time, 
and to what extent can we detect divergent paths for these two forms of spending?
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The article contributes to the literature on the role of social expenditures on families 
for child poverty in at least two ways. Whereas earlier studies have focused primarily on 
the role of total social spending (e.g. Chzhen 2017), and mostly used a cross-sectional 
approach (e.g. Bárcena-Martín et al. 2017), this article analyses the role of different types 
of aggregate social spending to families, as well as their influence on child poverty over 
time and across European nations. By doing so, it helps to understand how the role and 
effectiveness of family policy to combat child poverty has changed during this period of 
economic turmoil and austerity.

The structure of this article is as follows. The next section is a literature review, in the 
third section the data, variables and methods are discussed, and in the final sections, the 
findings are presented and discussed.

2 � Literature Review

Poverty is one of the oldest and most debated issues of social policy, and it refers to hard-
ships and problems arising from an insufficiency of material recourses (Alcock 2006). 
Child poverty has been considered to be a more controversial problem than poverty in 
general, since children cannot choose their parents, and do not have control over their life 
circumstances (Bäckman and Ferrarini 2010). Furthermore, experiences of poverty in 
childhood may have important adult outcomes, potentially leading to an inter-generational 
transmission of disadvantages. For instance, children who have lived their first 5 years in 
a low-income family are more likely to drop out from school, to become teenage parents, 
to obtain inferior cognitive capacities, or to develop some kind of anti-social or criminal 
behaviour as older (e.g. Danziger and Waldvogel 2000; Esping-Andersen et al. 2002; Dun-
can et al. 1998). Consequently, the rising levels of child poverty across Europe during the 
financial crisis 2008–2009 and the subsequent recession (e.g. Chzhen et al. 2017; Chzhen 
2017; Natali et al. 2014; Gornick and Jäntti 2012), has made this topic increasingly high-
lighted both on the political arena and in academia.

However, child poverty is a complex phenomenon that can be defined and measured in 
several ways. One problem is whether we should see it merely as a monetary problem, or 
as a problem of deprivation, insufficient participation or social exclusion (Bárcena-Martín 
et al. 2017; Gornick and Jäntti 2012; Chen and Corak 2008). The most common way of 
defining child poverty in high-income countries is to assess children’s ‘theoretical’ incomes 
based on their parents’ or the household’s disposable incomes by using a relative poverty 
threshold, such as the EU at-risk-of-poverty threshold. The reasons for this is that it facili-
tates international comparisons and is theoretically motivated since the general standard of 
living in a particular country is a relevant comparison point for most of its citizens (Bäck-
man and Ferrarini 2010, p. 283). However, relative income poverty should be understood 
primarily as a poverty risk, since it does not say much about the depth or duration of pov-
erty (ibid.; Chen and Corak 2008; Laderchi et  al. 2003). Accordingly, a growing litera-
ture stresses the importance of measuring child poverty multi-dimensionally, particularly 
in light of the UN Sustainable Development Goal 1, for example by using different indices 
on child deprivation (e.g. Bárcena-Martín et al. 2017) or juxtaposing relative measures of 
child poverty to anchored ones (e.g. Chzhen 2017). But also aggregated measurements of 
child poverty are important, since they facilitate comparative analyses and—as in the case 
of this article—allow a closer inspection of the significance of different spending strategies 
that welfare states undertake.
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Previous research has found policy factors such as social spending to influence the level 
of child poverty. For instance, using the child module in the 2009 EU-SILC data, Bárcena-
Martín et al. (2017) found that there is a strong and negative relationship between the level 
of social spending as a share of the GDP and child deprivation, after controlling for GDP 
per capita and unemployment. This study also found that while some of the general fam-
ily benefits targeted at children did not reduce child deprivation, other benefits not explic-
itly targeted at children, such as housing benefits, did. In a similar study pooling different 
waves of the EU-SILC data (Chzhen 2017), the authors found social spending as a share of 
GDP to be negatively associated with both relative child poverty and anchored child pov-
erty, although anchored child poverty did not produce significant correlations for the last 
2 years in the study (2012 and 2013). Moreover, social spending was found to curb child 
poverty more efficiently in families with low work intensity and many children (ibid.). 
Similarly, Caminada et al. (2012) found that higher levels of social spending in relation to 
GDP were significantly and negatively associated with poverty after controlling for possi-
bly intervening factors such as the unemployment rate and GDP per capita. This study did 
not, however, focus specifically on child poverty. Also studies focussing on single-parent 
households have shown that generous social transfers have a curbing effect on child pov-
erty (e.g. Van Lancker et al. 2015; Chzhen and Bradshaw 2012). Furthermore, spending 
on universal transfers tend to be more effective than programs targeted to single parents 
(Brady and Burroway 2012). In a study combining LIS and SCIP data, Bäckman and Fer-
rarini (2010) found that family policy generosity and childcare coverage have a negative 
effect on the relative child poverty level, but that ‘dual-earner support alleviates poverty 
more effectively among single-mother households than support for more traditional gen-
dered divisions of labour’ (Bäckman and Ferrarini 2010, p. 291; cf. Ferrarini 2006).

This finding is of particular interest for our study, since it suggests that different forms 
of family spending may work in different ways when it comes to child poverty reduction. 
Spending on family cash benefits (for example child benefits or maternity grants)—the 
‘transfer-based’ strategy—focuses mainly on poverty reduction by redistributing incomes 
horizontally (between families with children and those without), or vertically (between dif-
ferent families with children) (Gauthier 2010; Wennemo 1994). On the other hand, spend-
ing on family benefits in kind (such as childcare)—the ‘service-based’ strategy—aims pri-
marily at facilitating parental employment, which raises the household income and reduces 
the poverty risk (cf. Ferrarini 2006). Of course, child care and early education have also 
other important objectives, such as improving children’s future outcomes (e.g. Esping-
Andersen 2005, 2009). Which strategy is more efficient for lifting households with chil-
dren out of relative poverty is not clear. Some earlier studies (e.g. Bäckman and Ferrarini 
2010; Ferrarini 2006) suggest that ‘service-based’ policies may be more effective poverty 
reducers than ‘transfer-based’ ones. This assumption is also supported by the comparative 
welfare state literature (e.g. Van Gerven and Nygård 2017; Hemerijck 2013),which shows 
that the ‘service-based’ strategy has become increasingly emphasised in policy making 
across Europe since the 1990s, not least by the European Union (for example in its Europe 
2020 Agenda), and by other advocates of Social Investment ideas (e.g. Morel et al. 2012). 
But then again other studies show that ‘transfer-based’ policies are also important for child 
poverty reduction (e.g. Van Lancker et al. 2015; Chzhen and Bradshaw 2012; Brady and 
Burroway 2012). To our understanding, no previous studies have yet explicitly analysed the 
specific impact that public spending on family cash benefits and benefits in kind (includ-
ing for example childcare services) have on child poverty, nor have they analysed how 
such spending programmes have developed over time in Europe, whereas there are several 
studies on the development in overall social spending and its role for child poverty (e.g. 
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Chzhen et al. 2017; Ahrendt et al. 2015). This article aims at filling this void. However, 
the ‘transfer-based’ and ‘service-based’ strategies are not mutually exclusive. While ‘ser-
vice-based’ policies are widely used for facilitating parental employment and investing in 
children, they are almost always coupled with different cash transfers that provide some 
modicum of income protection for families (Esping-Andersen 2005). Moreover, alongside 
parental employment and state transfers, the net market income received by households is 
also influenced by changes in growth rates and average real wage levels. In times of reces-
sion, the employment level generally drops, which means that children face higher poverty 
risks. On the other hand, growth and rising employment levels do not necessarily mean that 
new jobs, or higher work intensity, lead to lower poverty, since jobs are not always shared 
equally and have become increasingly concentrated to households with highly educated 
and employable adults (Corluy and Vandenbroucke 2015). This means that employment 
growth can in fact produce a static or increasing number of working-age households with 
no member in employment (De Graaf-Zijl and Nolan 2011).

Countries in Europe have used a mix of ‘transfer-based’ and ‘service-based’ policies. 
According to the family policy regime literature (Ferrarini 2006; Korpi 2000), countries 
in the ‘Nordic dual-earner regime’, such as Sweden and Finland, have generally invested 
heavily in services, but also in transfers to families. These countries display higher levels of 
female labour force participation and lower levels of child poverty than other countries. By 
contrast, countries in the ‘Continental regime’, such as Austria, France and Germany, have 
traditionally used a ‘transfer-based’ strategy relying on relatively generous cash benefits 
and tax credits, whereas spending on services (such as childcare services), has been low 
(Hemerijck 2013; Mahon 2002). More recently, however, many countries in this regime 
have also started to invest in ‘defamilising’ services, which has made them more similar to 
the Nordic ones and stimulated female (and maternal) employment, although child poverty 
levels have remained higher than in Nordic countries (Chzhen 2017; Ahrendt et al. 2015; 
Fagnani 2012; Esping-Andersen 2009). As to the countries in the ‘Anglo-Saxon’ market-
based family regime, for instance the UK and Ireland, governments generally spend less 
on direct cash benefits to families, but more on tax subsidies for market-provided childcare 
services. This has not discouraged mothers from paid work, but made them prone to half-
time rather than full-time employment (Esping-Andersen 2009). These countries have also 
displayed higher child poverty rates than Continental and Nordic countries (Campbell-Barr 
and Coakley 2014), although higher spending in the UK during the Labour regime resulted 
in a temporary downward trend in child poverty (Ahrendt et al. 2015; Daly 2010). In Medi-
terranean countries, where the male-provider norm has also been strong, family benefits 
have generally been modest and defamilising services almost non-existent with low lev-
els of female employment and high poverty rates as a result (Ferrera 1996). However, in 
some countries, such as Portugal and Spain, there was a shift towards defamilising family 
policies, including higher childcare provision and higher family benefits, in the 1990s and 
early-2000s (Ahrendt et al. 2015; Guillén 2010). By contrast, Eastern European countries 
share a legacy of broad coverage of public social services from the communist era. They 
have also used a ‘transfer-based’ strategy, although the generosity level has been lower than 
in the Nordic and Continental countries (Saxonberg and Szelewa. 2007).

On the whole, the importance of the ‘service-based’ strategy seems to have grown 
since the 1990s, not least since politicians, social partners and governments across Europe 
have become increasingly susceptible to such influences (e.g. Nygård et al. 2015; Hemeri-
jck 2013; Fagnani 2012). The European Union (e.g. European Commission 2010), as an 
example, has emphasised investments that have an expected future return in terms of for 
example higher education, better life chances for children and higher employment (Bonoli 
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2005). Parental employment plays a central role here, since it is seen as important for both 
sufficient incomes (and thus lower child poverty) and gender equality (Morel et al. 2012; 
Bonoli 2005; Esping-Andersen 2005; Esping-Andersen et al. 2002).

At the same time, we know that the financial crisis in 2008–2009 led to a period of 
falling growth and mounting fiscal challenges, which lasted longer in some countries than 
in others. This has made governments more prone to spending cuts for restoring fiscal bal-
ance. According to Farnsworth and Irving (2015) Europe entered a ‘new era of austerity’ 
around 2010–2011 making spending cuts the new order, even at the cost of deteriorating 
wellbeing of citizens and families (cf. O’Hara 2015; Blyth 2013). However, these cuts can 
be expected to have curtailed spending on cash benefits—including cash benefits to fami-
lies—to a higher extent than spending on services, since the latter is more protected by 
its saliency in the Social Investment Strategy (Heise and Lierse 2011; Morel et al. 2012). 
Moreover, the cuts did not generally become visible until 2009–2011, since most countries 
increased their cash benefits to families during the first phase of the crisis (Ahrendt et al. 
2015; Richardson 2010; Gauthier 2010).

We can sum up this discussion by stating that both transfers and services play a role 
for child poverty reduction, although their relative impact is still somewhat unclear. We 
can also see a stronger political emphasis on the ‘service-based’ strategy since the 1990s, 
which is likely to have increased the level of public spending on family services during the 
2000s. Moreover, the mix of family transfers and services across European countries, and 
especially the increasing emphasis of the ‘service-based’ strategy, has resulted in chang-
ing patterns of defamilisation (Lohmann and Zagel 2016) and has blurred the traditional 
differences between ‘classical’ family policy regimes (cf. Thévenon 2011; Saxonberg and 
Szelewa 2007; Mahon 2002).

This brings us to a number of hypotheses. First, due to the increasing political empha-
sis on service-based strategies across Europe (Hemerijck 2013), we expect spending on 
cash benefits and services to have increased during the first phase of the crisis, but to have 
diverged after 2009–2011 so that spending on services have continued to climb whereas 
spending on cash benefits have flattened out or decreased (H1). Second, due to their capac-
ity to foster parental employment and to increase the total household income (cf. Bäckman 
and Ferrarini 2010; Ferrarini 2006), we expect public spending on in-kind benefits to be 
more strongly and negatively correlated with child poverty than spending on cash benefits, 
when controlling for employment factors, the general living standard and welfare state con-
figurations (H2). Third, we expect the negative correlations between child poverty and the 
two forms of family spending to have weakened over the 2006–2015 period due to recur-
rent cuts and higher unemployment (H3).

3 � Data, Variables and Methods

3.1 � Data

We used aggregated data on child poverty from the EU-SILC survey (Eurostat 2017a) 
and data on public social spending from the OECD SOCX database (OECD 2019) for 
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22 European countries and 10 years (2006–2015).1 The countries included were Austria, 
Belgium, the Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hun-
gary, Ireland, Italy, Latvia, Luxembourg, Netherlands, Poland, Portugal, Slovakia, Slove-
nia, Spain, Sweden, and the UK. These countries were selected, since they represent dif-
ferent family policy regimes and were the only ones for which we could obtain data on all 
variables and years. The use of aggregated data was motivated by the fact that we primarily 
sought to study the role of different family spending for child poverty, as a number of stud-
ies have shown these to be of importance alongside factors on the household and individual 
level (e.g. Chzhen 2017; Bárcena-Martin et al. 2014; Dewilde 2008; Muffels and Fourage 
2004).

3.2 � Variables

The outcome variable, Child poverty, was measured as the share of persons under 18 years 
with an equivalised disposable income below the risk-of-poverty threshold, which is set at 
60% of the national median equivalised disposable income (after social transfers) (Eurostat 
2017a). Although this is a widely used indicator child poverty, it suffers from some prob-
lems. For instance it focuses solely on monetary poverty and disregards aspects of depriva-
tion and exclusion (Bárcena-Martín et al. 2017). Moreover, it fails to discriminate poverty 
in different households, since it contains no information as to what kind of household chil-
dren live in (Chzhen 2017). It can nevertheless be justified since it is considered a relevant 
measure in international comparisons (Bäckman and Ferrarini 2010).2

As independent variables we used Public expenditures on family cash benefits in rela-
tion to GDP (CASCHBENEFITS) and Public expenditures on family benefits in kind in 
relation to GDP (INKINDBENEFITS) for the years 2006–2015 (OECD 2019).3 Although 
the use of social spending in relation to GDP is somewhat problematic, and warrants con-
trols of real GDP levels and change, it is a widely used technique for assessing ‘welfare 
state effort’ (e.g. Clasen and Nico 2007) and is thus suitable for testing different welfare 
state efforts to curb child poverty.

The control variables measure the impact of family structure, labour markets, economic 
growth, standards of living, as well as welfare state configurations. Single-parent house-
holds (SINGLE) measures the share of children living with a sole provider (OECD 2017). 
Multi-child families (MULTICHILD) stands for the share of households with four of more 
children under 18 years (Eurostat 2017b).4 Female labour participation (FEMLABOUR) 
relates to the labour participation rate (%) of all working-age women (ILO 2017). Unem-
ployment rate (UNEMPLOYMENT) represents the number of unemployed persons as 

1  To date, the OECD SOCX database provides data on family expenditures for these 22 countries until 
2015.
2  The choice of this indicator was also motivated by the fact that it was the only one for which we could 
obtain data for all countries and years included in the analysis.
3  Public spending on family cash benefits refers to child benefits and other income transfers to families with 
children. Public spending on family benefits in kind refers to public spending on services for families with 
children, including childcare, ECEC, public childcare support, assistance, family services and home help 
(OECD 2019).
4  The reason for including this indicator is that multi-child households have proved to be under higher risk 
of child poverty (e.g. Ahrendt et al. 2015). However, since we could not find data for households with three 
or more children, which is the most common way, we chose to use data on households with four or more 
children instead.
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a percentage of the labour force based on the International Labour Office (ILO) defini-
tion5 (Eurostat 2017c). Annual data on GDP per capita (GDPCAPITA), and GDP change 
(GDPCHANGE) was obtained from Eurostat (2017d, e) in order to control for the general 
living standard and economic development. This is important, since we study spending as 
a share of GDP. Moreover, the child poverty rate is generally lower in rich countries (Chz-
hen 2017). In order to control for the role of different welfare-institutional configurations, 
we included dummy variables for different family policy regimes (NORDIC, CONTINEN-
TAL, ANGLO-SAXON, and EASTERN EUROPEAN) using the Mediterranean regime 
as reference. Finally, a dummy variable [TIME2 (2009–2011), TIME3 (2012–2015)] was 
included for controlling for the effect of change in time using the pre-crisis time period 
(2006–2008) as reference.

3.3 � Analyses

We performed descriptive statistics for testing H1 on the changes in family spending on 
cash benefits and benefits in kind, both in relation to GDP and in real terms. For testing 
H2, we performed pooled cross-section time-series OLS regressions with robust standard 
errors of child poverty on the two types of spending for the whole 2006–2015 period. For 
testing H3, we used year-specific OLS regressions that both compared the coefficients for 
the two spending types with each other and analysed how the associations between child 
poverty and the two types of spending changed overt time.

The pooled cross-section time-series OLS regression used a balanced panel of 22 coun-
tries and 10 years, yielding a total N of 220 observations. This technique maximizes the 
number of observations, but is also very sensitive for biases resulting from the error term 
(Kittel and Winner 2005; Beck and Katz 1995). Preliminary analyses indicated no signifi-
cant biases related to autocorrelation (AR1) or panel-level heteroscedasticity, which sug-
gested that the use of a linear regression model with panel-corrected standard errors of 
child poverty on the two spending variables (and control variables), was applicable (Beck 
and Katz 1995). We used the XTPCSE command in STATA 14, which allows the standard 
errors to be consistent when the disturbances from each observation is not independent 
(Stata 2012). However, we also ran the same regressions with an alternative technique for 
panel analysis (XTGLS), which produces more efficient estimates of the parameters, but 
with the disadvantage that the standard errors are conditional on the estimated disturbance 
covariance (Stata 2012). The XTGLS analyses produced more or less similar coefficients 
with similar signs as the XTPCSE ones, but with higher standard errors. In order to check 
the robustness of using spending data (as a percentage of GDP), we also conducted similar 
regressions of child poverty as we did for testing H2 by using alternative public family 
spending data (i.e. spending per capita, in current prices and current PPPs, USD, as well as 
spending as a percentage of total government spending from the OECD SOCX data base.

5  The labour force refers to the total number of people employed and unemployed aged 15 to 74 (Eurostat 
2017c).
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4 � Findings

Figure 1 shows an overall upward trend in child poverty for the 22 countries over the 
studied period. In 2006, the average rate was 15.4% whereas it had climbed to 16.1% 
in 2015. The EU27 average is somewhat higher than for our selected countries, since 
some countries with high child poverty rates, such as Romania or Bulgaria, were not 
included in our sample. The findings corroborate earlier results by Chzhen et al. (2017) 
and Natali et al. (2014), and shows that the share of children living in poor households 
increased during the period of the financial crisis. Yet the increase remains rather mod-
est, which suggests that European welfare states were relatively successful in protecting 
their families from poverty (Ahrendt et al. 2015).

However, these crude averages hide considerable variation between countries and 
family policy regimes, which can be seen from Fig. 2a–e. In the Nordic countries, the 
poverty rates stay well below the EU27 average for the whole period, although Swe-
den experienced a somewhat steeper rise than Finland and Denmark. Also Continental 
countries stay under the EU27 average, although there is more variation and an upward 
trend, with the most noticeable rises in Luxembourg and Germany. Anglo-Saxon coun-
tries clustered close to the EU27 average. The poverty rates dropped from somewhat 
higher initial levels until 2011 where after they started to climb again, although not in 
a dramatic manner. The Mediterranean countries all stay above the EU27 average for 
the whole period and display an upward trend in child poverty, with a pronounced rise 
in Greece between 2011 and 2013 and in Spain between 2013 and 2014. In the East-
ern European cluster, finally, the variation in child poverty is considerable, with Latvia, 
Estonia and Poland above the EU27 average for almost the whole period, and the rest of 
the countries well below this average. There is an upward trend, except for Poland and 
the Czech Republic, with some noticeable rises in Estonia, Latvia and Hungary. On the 
whole, these findings show that child poverty has increased in Europe during the time of 
crisis, but we also see major differences between country clusters, with Nordic countries 
displaying the lowest and Mediterranean countries the highest poverty rates.
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Fig. 1   The change in child poverty 2006–2015, averages (arithmetic mean) for the 22 studied countries 
compared to the EU 27 mean (Eurostat 2017a). The figure displays the share (%) of persons under 18 living 
in households with an equivalised disposable income below the risk-of-poverty threshold, which is set at 
60% of the national median equivalised disposable income (after social transfers)
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This also lends support to the family policy regime literature (e.g. Ferrarini 2006; Korpi 
2000), although it seems evident that Eastern European countries might in fact be divided 
into two separate regimes, one including the Visegrad countries and Slovenia, the other 
including the Baltic countries. The explanations to the observed variation in the outcome 
variable are most likely be found in factors such as economic growth, unemployment, fam-
ily structures, family policy generosity and labour market structure (Chzhen 2017; Bár-
cena-Martin et al. 2014; Bäckman and Ferrarini 2010; Dewilde 2008; Muffels and Fourage 
2004).
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We will therefore turn our attention to one of the policy factors in this equation, namely 
public social spending, and its relation association with child poverty. We will start with 
our first research question and assess changes in spending over time. As shown in Fig. 3a, 
there is an overall upward trend in the development of average public spending on family 
cash benefits in relation to GDP, and it has remained on a higher level than spending on 
in-kind benefits for the whole period. It climbed in a noticeable way until 2009, but then 
started to drop and flatten out. By contrast, the average level of spending on in-kind ben-
efits has remained more stable, but also here slight up-ward trend is detectable, although 
the level dropped somewhat after 2013.

However, since spending as a share of the GDP suffers from the obvious problem 
that it can appear to go up at times of falling absolute GDP, we need to check also for 
changes in real spending. As shown in Fig. 3b, the average spending on cash benefits 
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Fig. 3   a, b The development of average public expenditures on family cash benefits and family in-kind ben-
efits in 22 European countries 2006–2015 (OECD 2019). a Expenditures as a percentage of GDP. b Real 
expenditures (billion USD)
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climbed markedly until 2009, then flattened out, and then started to climb again after 
2012. By contrast, real spending on in-kind benefits has grown in a steady pace. These 
findings support H1 that spending on cash benefits has developed in a different way than 
spending on in-kind benefits. One reason for this is that most European governments 
started to contain their spending on cash benefits around 2009, and ‘froze’ the levels 
until 2012, when an upward adjustment became possible due to economic recovery (in 
some countries) (cf. Farnsworth and Irving 2015). This is not the case with spending on 
in-kind benefits that have increased in a steady pace over the period, suggesting a more 
stable inclination to use the ‘service-based’ strategy throughout the 2006–2015 period 
in accordance with the Social Investment Strategy advocated by the European Union 
(e.g. European Commission 2010).

A country-specific analysis (not reported) of the development of spending on cash 
benefits over time shows no major changes in relative (to GDP) or real spending pat-
terns for the Nordic countries. Meanwhile, all the other countries (except for Belgium) 
lowered their relative spending levels after 2009, and most drastically so in Luxembourg 
and Latvia. However, after 2011–2013, some countries (Poland, Latvia, Greece and 
Italy) made some increases in their relative spending. In terms of real spending on cash 
benefits, the overall trend is more stable and shows a slight increase over time, but with 
sharp increases in Germany, Italy, Spain, Poland and the Netherlands after 2012–2013, 
whereas there was a drastic drop in the UK after 2013.

A country-specific analysis (not reported) of the development of (relative and real) 
spending on in-kind benefits shows a slight upward trend in relative spending until 
2012–2013, when it starts to drop, except for Germany, France, Latvia, Poland and Italy 
where the upward trend is stable and even displays some drastic increases after 2013 
(Latvia and Italy). In the Netherlands there was a sharp drop 2007, then a stabilization 
between 2008 and 2010 that shifted to a slow decrease. In terms of real spending, there 
is an overall and stable upward trend for the 2006–2015 period (except for the Nether-
lands), with drastic increases in France, Germany, and more moderate increases in the 
UK (until 2013), Italy (after 2013) and Poland (since 2007). On the whole, these find-
ings support H1 by showing that public spending on benefits in kind has increased in 
more stable fashion than cash spending, and that formerly ‘transfer-oriented’ countries, 
such as France, Germany and Italy, have increased their investments in services in the 
2000s (Hemerijck 2013; Fagnani 2012). However, we cannot find evidence of a shift 
from a ‘transfer-based’ to a ‘service-based’ strategy. Instead both strategies have contin-
ued to coexist, albeit with different pronunciations in different countries.

Let us now turn to the second research question relating to the poverty-reducing 
efficiency of different forms of family spending. We expected that spending on in-kind 
benefits would be more strongly and negatively correlated with child poverty over the 
2006–2015 period than spending on cash benefits, when controlling for employment 
factors, the general living standard and welfare state configurations (H2). Table 1 shows 
standardized β-coefficients, panel-corrected standard errors and levels of statistical sig-
nificance from pooled OLS regressions of child poverty on public spending on cash 
transfers and benefits in kind, respectively, while controlling for factors pertaining to 
family structure, the general standard of living, the labour market and welfare-institu-
tional characteristics (cf. Ferrarini 2006). Model 1 estimates the association between 
spending on cash benefits (relative to GDP) and child poverty. Model 2 includes controls 
for family, labour-market factors, affluence, and economic growth. Model 3 includes 
controls for family policy regimes (dummy variables with the Mediterranean model as 
reference). Models 4–6 assess the role of spending on in-kind benefits according to a 
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similar logic. Models 7–9 analyse the role of both cash and in-kind spending for child 
poverty.

As expected from previous research (e.g. Chzhen 2017; Bárcena-Martin et  al. 2014; 
Ferrarini 2006), both cash benefit and in-kind spending are negatively and significantly 
correlated with child poverty. However, the impact of spending on in-kind benefits is con-
sistently stronger than spending on cash benefits, even when controlling for other variables 
and inserting the two independent variables simultaneously (models 7–9). This result sup-
ports H2 and is likely to stem from its capacity to cater for a dual earner model and thus to 
produce higher parental employment rates and a higher overall income level for households 
(Ferrarini 2006). Not surprisingly, the share of children in single-provider households and 
the unemployment level is positively and significantly associated with child poverty, while 
the female employment rate displays a negative association (cf. Chzhen 2017; Bárcena-
Martin et al. 2014; Bäckman and Ferrarini 2010; Ferrarini 2006; Dewilde 2008). However, 
that large families seem to constitute a poverty-reducing factor is somewhat surprising, 
since earlier research has revealed this as a poverty risk factor (e.g. Ahrendt et al. 2015). 
This unexpected result might depend on the way that the variable was operationalized (the 
share of families with four or more children) and be conditioned by incomes. To have four 
children or more might in fact be more common among better-off families with more eco-
nomic resources to support children. For instance, previous research has shown that highly 
educated women, who also tend to have higher incomes, are likely to find a larger number 
of children as desirable (Testa 2014). The association however becomes insignificant when 
controlling for welfare state affiliation. Expectedly, the time dummies show stronger and 
positive coefficients for Time 3 than previous periods, which is in line with Fig. 1 suggest-
ing a somewhat sharper increase in child poverty since 2013.

However, with the data at hand, we cannot say anything about the impact of public 
spending on different households. Furthermore, this is something that works in different 
ways in different family policy regimes, which we can see from the inclusion of regime 
dummies in models 3, 6 and 9. Spending on cash benefits seems to reduce child poverty 
more effectively in the Nordic and Continental countries than in others, which may have to 
do with the level of generosity and universal provision of child benefits (Van Lancker et al. 
2015; Brady and Burroway 2012; Fagnani and Math 2008). This is also true for spending 
on benefits in kind (model 6), but here the Continental model takes the lead before the 
Nordic model.

In order to check the robustness of the analysis we also performed similar regression 
models as in Table  1, but with alternative spending data (spending per head, in current 
prices and current PPPs, USD, as well as spending in relation to total government expendi-
ture) for the two independent variables (not reported due to limited space, but available 
upon request). When using these alternative measurements, the coefficients for the two 
independent variables became much weaker and lost their significance when control vari-
ables were inserted. However, the signs of the coefficients remained more or less the same, 
with stronger negative β coefficients for spending on benefits in kind, even after inserting 
control variables. This suggests robustness in the relation between the two types of spend-
ing (in-kind spending is more strongly and negatively correlated with child poverty than 
spending on cash benefits). However, it also shows that the importance of public spending 
for child poverty diminishes radically in relation to structural factors (such as the unem-
ployment level or the number of single-parent households) when we use spending in rela-
tion to total government spending, and even more so if we use spending per head.

What can then be said about the poverty-reducing capacity of cash and in-kind spending 
over time (H3)? Since we cannot assess this from Table 1, a more detailed, year-by-year, 
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analysis of the association between child poverty and the two spending types needs to be 
conducted. This also allows a comparison of the regression coefficients for the two forms 
of spending over time. Table  2 shows year-specific β-coefficients from OLS regression 
models of child poverty on cash and in-kind public spending for the 22 European countries.

As expected, the coefficients for spending on in-kind benefits are negative and con-
sistently stronger than for cash benefits, even when controlling for other variables. There 
is also a gradual downward trend in the strengths of both coefficients as well as in the 
R Squares over time, which supports H3 by indicating that both forms of spending have 
become less efficient in reducing poverty over the studied period, but that spending on ben-
efits in kind have remained more effective for curbing child poverty, even when inserting 
control variables (Model 4). This result can at least partly be attributed to higher unem-
ployment of parents and a lower up-take rate of services (such as childcare services), as 
well as to cuts in the generosity of cash transfers to families (see e.g. Taylor-Gooby et al. 
2017; Ahrendt et al. 2015).

5 � Conclusions and Discussion

This article set out to investigate different forms of public spending on families and their 
role for child poverty during a period of economic turmoil. Based on the findings, a num-
ber of conclusions can be drawn. First, all countries have used both a ‘transfer-based’ and 
‘service-based’ strategy, with different pronunciations across regimes (Ferrarini 2006). 
In the Nordic, Anglo-Saxon and Eastern European countries, both strategies have been 

Table 2   Year-specific Beta coefficients from OLS regression models of child poverty on cash and in-kind 
public spending for 22 European countries 2006–2015

Model 1 and 2 reports non-standardized Beta coefficients from bivariate OLS regressions of child poverty 
rates on cash (Model 1) and in-kind benefit spending (Model 2), respectively. Model 3 reports standardized 
Beta coefficients for multivariate OLS regressions of child poverty on both cash and in-kind benefit spend-
ing without control variables. Model 4 reports standardized Beta coefficients for multivariate OLS regres-
sions of child poverty on both cash and in-kind benefit spending including control variables. *, and ’ denote 
significance on the 0.05, and 0.10 level, respectively

Model 1 Model 2 Model 3 Model 4

Cash In kind Cash In kind Cash In kind

Beta R square Beta R Square Beta Beta R Square Beta Beta R Square

2006 − 1.918 .045 − 3.796* .192 − .238 − .447* .211 − .065 − .194 .540
2007 − 2.334 .096 − 3.499 .188 − .311 − .432* .250 − .679 − .705 .597
2008 − 1.559 .028 − 2.389 .039 − .240 − .261 .051 − .522 − .518 .377
2009 − 1.049 .008 − 1.430 .011 − .190 − .184 .024 − .674 − .805 .416
2010 − 1.466 .062 − 1.602 .021 − .300 − .225 .068 − .243 − .134 .267
2011 − 1.931* .140 − 2.016 .084 − .381′ − .302 .193 − .009 − .192 .488
2012 − 1.653 .067 − 2.283 .101 − .267 − .323 .129 − .034 − .217 .467
2013 − 1.719 .052 − 2.465′ .111 − .242 − .342 .126 − .047 − .683 .376
2014 − 1.834 .031 − 2.309 .068 − .216 − .289 .068 − .055 − .360 .011
2015 − 1.847 .015 − 2.286′ .053 − .190 − .273 .041 − .106 − .549 .080
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central, although spending and generosity levels have varied across countries. By contrast, 
Continental and Mediterranean countries have primarily used a ‘transfer-based’ strategy, 
with Continental countries spending levels exceeding those in other countries. However, 
during the 2000s countries in the Continental and Mediterranean regimes have increasingly 
invested in childcare services (Fagnani 2012), which questions the relevance of the family 
policy regime model suggested by Korpi (2000).

Second, the two forms of family spending have developed in different ways over the 
studied period, with a more stable growth in (both relative and real) spending on in-kind 
benefits, whereas the development of cash benefits spending shows traces of cost contain-
ments. In the initial phase of the crisis, most countries responded to growing poverty by 
expanding their spending on family cash benefits, but soon also cost containment measures 
set in (Farnsworth and Irving 2015; Gauthier 2010). This is not the case with spending on 
benefits in kind, at least not to the same extent. This suggests that ‘service-based’ poli-
cies have grown more influential across Europe in line with the Social Investment Strategy 
(European Commission 2010), while ‘transfer-based’ policies have been subjected to cost 
containment to a higher extent. However, we cannot speak of any ‘shift’ from one strategy 
to another, since both strategies have continued to grow and co-exist, which is also to be 
expected taking into consideration that they are mutually dependent in many ways (Esping-
Andersen et al. 2002; Esping-Andersen 2005).

Third, spending on in-kind benefits to families seems to be a more effective way of 
combating child poverty than spending on cash benefits, even when controlling for other 
variables and juxtaposing both spending variables in the same regression models. This is 
also true when we use alternative spending measures (family spending per head, family 
spending as a percentage of total government spending), although the coefficients are much 
weaker for these models. The results support previous findings (Ferrarini 2006) and sug-
gest that public spending on benefits in kind facilitate parental employment, which in turn 
has a stronger impact on the total household income than spending on cash benefits has. 
This corresponds to the ideas of the Social Investments Strategy (e.g. Morel et al. 2012; 
Esping-Andersen 2005), but also to the ideas of an ‘activating’ social policy, which has 
emphasised the supremacy of paid work when it comes to poverty reduction and has pri-
oritized ‘welfare-to-work’ benefits over ‘passive’ social protection (Hemerijck 2013). We 
need to remember, though, that our analysis cannot say anything in detail about what kind 
of poverty (e.g. single-parent poverty, in-work poverty etc.) spending curbs most, since we 
use aggregated data with a relative poverty risk threshold as our outcome variable. It may 
be that spending on benefits in kind has a stronger poverty-reducing impact on single-par-
ent households than on families with two adults (cf. Bäckman and Ferrarini 2010), but we 
cannot assess this with the data at hand. Therefore future research needs to go deeper into 
how different spending influences different kinds of poverty as well as deprivation by using 
for example EU-SILC data and multi-level methods. Also future research needs to involve 
the role of private spending, especially when it comes to benefits in kind.

Fourth, both public spending on family cash benefits and on benefits in kind has become 
less efficient in combating child poverty during the studied period, although spending on 
benefits in kind has retained its stronger poverty-curbing function. This is likely be a result 
of higher unemployment, cuts in family transfers and lower childcare uptake (Chzhen et al. 
2017; Chzhen 2017).

Fifth, the results from the control analyses with alternative spending data show that the 
role of public spending on child poverty is dependent upon how spending is measured. 
The relative impact of public spending on child poverty becomes weaker in comparison to 
structural factors (such as the unemployment level or number of single-parent households) 
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when using spending in relation to total government spending, and spending per head in 
particular. However, spending on in-kind benefits still remain more strongly and negatively 
correlated with child poverty than spending on cash benefits. Which spending measure 
gives a more ‘true’ picture can be debated, but clearly spending as a percent of GDP gives 
policy factors a more ‘optimistic’ role than other spending measures do. This article suf-
fers from a number of limitations. First, aggregated spending data does not say anything 
about the generosity of family policy. It only allows a crude estimate of country-level pol-
icy effort. Nonetheless, it can still help to understand how different types of spending on 
families have changed over time and how they are related to child poverty. Second, further 
analyses are warranted in order to understand how different forms of family spending influ-
ences different families at the household level, such as single-parent families compared to 
dual-earner families.

Finally, some policy implications emanate from the study. First, it highlights the impor-
tance of family services as a poverty-reducing tool, since we found public spending on 
benefits in kind to be more strongly and negatively correlated with child poverty. However, 
this does not in any way rule out the importance of cash benefits, especially for households 
without working parents. Second, it shows that cuts in spending on families with children 
come with a high price, since they do not only have consequences for the here-and-now 
lives of children, but also for their future life prospects (cf. O’Hara 2015). Thirdly, the 
results show that different measures of public spending produce different accounts of the 
relative role of policy for child poverty as compared to the role of structural factors, for 
example the role of unemployment. Since public spending on families in relation to GDP 
tends to produces a rather ‘optimistic’ account of the role of policy for poverty, we need to 
take that into consideration when evaluating different assessments of policy efficiency in 
this field.
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