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Abstract

The aim of this policy paper is to identify and discuss the main methodology issues involved
in the evaluation of different dimensions of poverty and living conditions in the context of the
construction of an Intergenerational Justice Index (IJI) while endeavouring to answer the
question “What future are we leaving to the next generations in terms of poverty level and living

conditions?”.

The relationship between (a multidimensional definition of) poverty and Intergenerational
Justice (1J) is discussed in detail, widening the traditional view of short-term poverty and long-
term 1J problem with an integrated approach. The latter acknowledges that higher levels of
poverty are necessarily associated with a lower levels of 1J, compromising both equal
opportunities for the next generations and the social capacity of achieving sustained

development.

Hence, a synthetic index is constructed for the period 2016-2023 using 11 indicators
collected in four subdimensions: income level, monetary poverty rate, material and social
deprivation rate, and participation of young people in education. The index relies on the
definition of a specific target-value linked to the best performances in the EU. The methodology
used in its construction, including normalisation and aggregation of the different indicators, is

discussed in detail.

The results obtained are relatively encouraging, with an increase of about 40% in the LJI of
Poverty and Living Conditions for the period of analysis. This favourable evolution relies heavily
on the decrease in poverty and material deprivation indicators for the younger age groups, and
is also substantial relatively to the EU benchmarks used. The results for the income level are
further away from target, although a positive trend is noticeable. Finally, the participation in
education clearly outperforms the other dimensions, with the NEET rate hitting its target in

2022.

The clear advantages of using a synthetic index in the analysis of public policies are
discussed, highlighting its capacity to identify the factors that make a stronger contribution to
the reproduction of existing social disadvantages, as well as monitoring and regularly
evaluating the impact of policies that promote sustained improvement of equal opportunities

and 1J.
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Resumo

Este policy paper tem como objetivo identificar e discutir as principais questdes
metodoldgicas subjacentes a avaliacdo das diferentes dimensoes da pobreza e das condicoes de
vida no contexto da construcio de um Indice de Justica Intergeracional (IJI), procurando

responder a seguinte questdo de investigacdo: “que futuro estamos a legar as geragoes

vindouras em termos de niveis de pobreza e condicoes de vida?”.

Arelacdo entre a pobreza e a justica intergeracional (JI) é examinada de forma aprofundada,
propondo-se a extensao da perspetiva tradicional, que trata separadamente a pobreza enquanto
fenémeno de curto prazo e a JI enquanto problema de longo prazo, por uma abordagem
integrada. Esta abordagem reconhece que niveis mais elevados de pobreza estdo
necessariamente associados a menores niveis de JI, comprometendo a igualdade de
oportunidades das geracdes futuras e a capacidade de uma sociedade assegurar um

desenvolvimento equitativo ao longo do tempo.

Para o efeito, constréi-se um indice sintético relativo ao periodo compreendido entre 2016 e
2023, com base em 11 indicadores agrupados em quatro subdimensdes: nivel de rendimento,
taxa de pobreza monetdria, taxa de privacdo material e social, e participacdo dos jovens no
sistema de ensino. O indice ancora-se na definicdo de um target especifico para cada indicador,
correspondente aos melhores desempenhos registados na Unido Europeia (UE). A metodologia
adotada, incluindo os procedimentos de normalizacdo e agregacdo dos indicadores, é discutida

em detalhe.

Os resultados obtidos sdo relativamente encorajadores, registando-se um aumento de
aproximadamente 40% no 1JI da Pobreza e Condices de Vida no periodo em anélise. Esta
evolucdo favordvel é fortemente determinada pela reducdo dos indicadores de pobreza e de
privacdo material, sobretudo entre os escaldes etdrios mais jovens, sendo igualmente expressiva
quando comparada com o desempenho dos paises da UE utilizados na definicdo do target. No
que respeita aos niveis de rendimento, os valores mantém-se afastados do ideal, apesar da
tendéncia positiva observada. Por ultimo, cumpre salientar que a componente relativa a
participacdo no sistema de ensino é a que apresenta resultados mais favoraveis as geracoes mais

jovens, tendo a taxa de NEET atingido o target em 2022.

Discutem-se ainda as vantagens da utilizacdo de um indice sintético na andlise de politicas
publicas, destacando-se a sua capacidade para identificar os fatores que mais contribuem para

a reproducdo de desvantagens sociais, bem como para monitorizar e avaliar periodicamente o
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impacto das politicas na promocao de melhorias sustentadas em matéria de igualdade de

oportunidades e justica intergeracional.
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Intergenerational Justice and Poverty in
Portugal

1. Introduction

The relationship between poverty and Intergenerational Justice (IJ hereafter) can be
analysed in relation to the principle of intergenerational equity. This principle states that
current political decisions and economic circumstances determine, to large extent, the
opportunities and wellbeing of the future generations. The concept of poverty cannot be merely
reduced to the current lack of material resources, it extends to a structural mechanism that
promotes inequality as it limits the access to education, healthcare, well-paid employment,
adequate housing, and social participation. These disadvantages place serious limitations to
social mobility and compromise equal opportunity between different generations, hence
running against the fundamental principles of 1J. Therefore, persistent poverty is more than just
a question of social 1J, it becomes one of its crucial challenges because it systematically restricts

the range of opportunities available to the future generations.

Quantifying the relationship between poverty and 1J in an operational index is a significant
conceptual and methodological challenge. It requires the rigorous identification of the relevant
dimensions of poverty and living conditions from an IJ perspective; it requires the selection of
indicators that have a solid conceptual base, are empirically robust, and are comparable in time;
it requires a clear methodology in terms of normalisation and aggregation of heterogenous
indicators into a synthetic index that preserves analytical coherence while keeping its relevance
for policy decision making. Only an LJI that meets all these requirements can fulfil the role of
evaluating whether equal (or higher) intergenerational opportunities are made available to
future generations, thus showing the commitment of the current generations to

intergenerational equity.

The purpose of this policy paper is to highlight and discuss the key methodological issues
involved in assessing the different dimensions of poverty and living standards within the
framework of constructing an Intergenerational Justice Index (IJI hereafter). The concepts and
methodology used in this paper build on, and develop further, those of the dedicated chapter
on “Poverty and Living Conditions” included in the Institute of Public Policy report “What Future
are we leaving to the next generations? An Intergenerational Justice Index for Portugal”

(Pereira et al,, 2025) commissioned by the Fundacdo Calouste Gulbenkian.
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The results obtained show that a synthetic index that succeeds in amalgamating the poverty
and living conditions with the IJ concerns is a valuable tool to support the design and evaluation
of public policies focused on the reduction of poverty and the promotion of sustained and
socially equitable development. Within a broader 1J framework that encompasses other
dimensions, such as health, housing, environment and natural resources, the poverty and living
conditions dimension demonstrates its crucial role in the evaluation of how our current society

sets out and influences the wellbeing of the future generations.

This paper is organised as follows: section 2 discusses the relevance of poverty and living
conditions in the construction of an IJI, and the main methodological challenges; section 3
introduces the chosen subdimensions and their indicators; section 4 describes the methodology
used, in particular the normalisation and aggregation of the different indicators; the results
obtained at dimension, subdimension and indicator levels are given and discussed in section 5;

and finally section 6 summarises the main findings and their implications for public policies.
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2. Poverty and Intergenerational Justice

The literature on the topic of poverty has traditionally focused-on poverty as a result of
adverse economic conditions, social inequality, and inadequate public policies. Hence, its
alleviation involves policies on income redistribution, social protection, and job protection. On
the other hand, the standard literature on 1J has focused on the ethics and political responsibility
of ensuring that future generations inherit the resources, working institutions, and
opportunities that will enable them to achieve comparable or higher wellbeing levels than the

current generations .

Although these two research areas share their concerns about equity, their analysis have
seldom been combined. Hence, poverty is usually seen as a current social problem, whilst 1J is
seen as a long term challenge mostly associated with environment sustainability, public debt,
or the management of natural resources. This conceptual barrier has limited the understanding
of the mechanisms through which current inequalities condition the future. Therefore, the
consideration of the Poverty and Living Conditions dimension in an IJI widens the view on the
phenomenon of poverty, as well as its connection with intergenerational equity. In fact, each
generation transfers assets to the next generation that influence their potential achievements,
both at individual and collective level. These assets include economic capital (income and
wealth), human capital (education attainment, skills, and health), social capital (social
networks and participation), institutional capital (institutions, access to legal system, efficacy
of public sector), and environmental capital (natural resources and environmental standards),

and the IJ depends on their maintenance and enhancement over time.

Furthermore, when high levels of persistent poverty exist, a significant proportion of the
population is incapable of accumulating and bequeathing any of these types of capital to the
next generation. Children that are born and raised in deprived households show, on average,
lower access to good standards of education, personal health levels, and mobility expectations,
together with reduced social interactions and political participation. Consequently, poverty
becomes a mechanism that weakens intergenerational assets and a factor that contributes to

the reproduction of inequality.

Moreover, poverty is an indicator of both current injustice and of the inability of public
institutions to protect and expand intergenerational opportunities. This raises the bar for
judging the success of any public policy: it is not sufficient for it to reduce the poverty rate
temporarily, but it also needs to increase the capacity of individuals to accumulate and bequeath

resources, skills, and opportunities to their descendants. The efficacy of polices can then be
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evaluated by their contribution to the disruption of the intergenerational reproductive processes

of poverty.

The analysis of how poverty impacts the different generations and age groups plays a crucial
role in the identification of the main determinants of poverty as a whole. In Portugal, and in
most EU countries, the age profile of the poor has changed significantly in the recent decades.
In fact, since 2007, the children and young people age group has largely replaced the elderly

as the age group most vulnerable to poverty.

This change is due to a sharp increase in the poverty of the youngest group of the population.
Their poverty rate has been higher than that of the elderly in most years since 2007, actually
exceeding the national rate in some of them. Left unchallenged, this shift will reinforce the
structural character of poverty in Portugal, further compromising the opportunities and quality

of life today’s children will be able to enjoy throughout their lifetime.

Moreover, this alteration in age profile may help to justify why most of (the small number
of) published studies analysing the impact of poverty on intergenerational justice (IJ hereafter),
such as Hanton (2016) and Hellmann er a/. (2019), opt for an age group focus rather than a
generational one. An exception is Duffy (2021), who analyses monetary income and household
poverty in a generational approach context. A further development is the analysis of the
intergenerational transmission of poverty using either longitudinal survey data or qualitative
data from interviews with poor individuals. Diogo et al. (2021) pursue the latter and conclude
for its relevance in explaining the transmission of poverty between generations in Portugal.
Nevertheless, the application of this type of methodologies and their usage to construct an LJI
is seriously limited by the non-availability of longitudinal surveys that follow individuals and

households throughout their lifecycle in Portugal.

Although there is consensus that poverty and living standards are essential components of
any 1JI, the mechanisms involved and how they can be measured using a set of subdimensions
that embody the reality of poverty is much more complex. The first step in establishing this
connection is to acknowledge that a higher level of poverty is necessarily associated with a
lower level of social justice. In fact, the concept of 1J incorporates the identification of a set of
values, resources, and institutions that must be protected by society and bequeathed to the
future generations so that they enjoy suitable conditions for the promotion of their human

development.

! For details see Rodrigues (2025) and Rodrigues er al. (2013, 2016), for example.
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The interpretation and monitoring of the temporal evolution of the living conditions of the
population is thus crucial when constructing an IJI. For example, a decrease in poverty over
time should be interpreted both as an improvement in the living standards of the younger age
groups and as society providing them with better life opportunities than those experienced by
previous generations. Hence, the choice of subdimensions used in the IJI must allow for the
comparison of information on the whole population and on the younger age groups. For
example, in this paper, the monetary poverty rate is analysed and compared for the whole

population and two age groups: children aged 0-17 years and youth aged 18-24 years.

Finaly, the IJI is constructed in a way that guarantees that its approximation to the ideal
value represents, undeniably, an increase in IJ. However, the definition of this desirable state,
i.e., which value of the index would represent the maximisation of 1J, is a complex question
with answers that may differ across subdimensions. Concerning poverty, the definition of the
desirable state is not unambiguous: is it appropriate to aim for a society with zero poverty? And
does the answer to this question not depend on the chosen definition of poverty, either in

absolute or relative terms?

The solution adopted in this paper relies on the definition of a target-value which is specific
to each subdimension, and is linked to the best performances in the EU in the reference year.
Hence, and somewhat arbitrarily, this target-value is chosen as the fifth best value recorded in
the EU 27 member-states in 2019. For example, for the national poverty rate, the target is
12.3%, the Hungarian poverty rate which was the fifth lowest in the EU in 2019. Opting for a
sole target-value, instead of an EU average, for example, aims to facilitate a more ambitious
evaluation of the individual contribution of each indicator to the final IJI. Furthermore, no
smoothing of the original data (such as moving averages) was attempted due to the short period

of observations available in the data sources used.

The four subdimensions selected as components of the poverty and living conditions

dimension of the 1JI are presented and discussed in the following section.
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3. Subdimensions and Indicators Selected

The four subdimensions selected to characterise the evolution of the poverty and living

conditions dimension, together with their interconnection with 1J, are defined as:

1. Adult Equivalent Disposable Income, measured in real terms;

2. Monetary Poverty Rate, the EU’s official poverty indicator;

3. Material and Social Deprivation Rate, the EU’s 2030 strategy indicator of material
living conditions;

4. Young people’s involvement in the education system, measured by the participation
rate of young people in the education system, and the NEET rate, given by the

proportion of young people Not in Education, Employment, or Training.

The first subdimension assesses the resources that are available to the population as a whole
and to the younger age groups. Rather than the individuals’ income, it measures the monetary
resources made available to each individual as part of the household within which they live.
Hence, the adult equivalent disposable income is a proxy for each individual’s potential

economic wellbeing.

The second sub-dimension evaluates the incidence of monetary poverty, which is measured
relatively to a poverty threshold defined as 60% of the median disposable income per adult

equivalent (poverty line).

The third sub-dimension assesses material and social deprivation, measured by the
(in)ability to access a set of essential material and social items. It aims to evaluate the living
conditions of the whole population and young people in a relatively independent way from the

income distribution used in the two previous sub-dimensions.

Finally, the fourth subdimension discusses the access of young people to the education
system. As education attainment has been consistently found to be the main factor mitigating
the risk of poverty and social exclusion in Portugal, education has to be considered one of the

main drivers of breaking the poverty cycle and achieving better living conditions.

Given that the first two subdimensions rely on the distribution of the population’s disposable
income, they are undoubtedly associated with the welfare theory approach, and reflect a clearly
utilitarian view of the evaluation of social wellbeing. However, they can be complemented with
subdimensions more independent from the income distribution, such as the material and social
deprivation indicators, that enable a broader vision of the intergenerational living conditions
closer to a Rawlsian approach. Finally, the inclusion of both access and non-engagement with

education and training underlines the importance of education as an essential determinant of
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the living conditions, and scrutinises how the current generations ensure the wellbeing of the

future ones.

The choice of indicators was strongly conditioned by the availability of annual data. The
source of all indicators used in all sub-dimensions is Eurostat, using the EU-SILC (EU Statistics
on Income and Living Conditions) for the first three subdimensions, and the EU-LFS (EU Labour

Force Survey) for the fourth. Data on all indicators is available at least since 20142 .

Figure 1 summarises the four subdimensions of Poverty and Living Conditions together with

their selected indicators, which will be discussed in detail in the following section.

Poverty and Living Conditions

/ N
Income Poverty Materla.xl and Participation of
Social Young People in
Level Incidence Deprivation Education System
A8 J
Median Monetary Material and Participation of
) L Young People in
Equivalent Poverty Social Deprivation Education (15-24)
Income Rate Rate
Population Population Population
Children (0-17) Children (0-17) Children (0-17) NEETS Rate
Education
Youth (18-24) Youth (18-24) Youth (18-24) (15-29)

Source: prepared by authors.

Together, the chosen set of indicators reflect the changes that have occurred in each of the
four subdimensions that constitute the Poverty and Living Conditions dimension during the
period of analysis, 2016-2023. Each indicator relies on a variable which is defined using the

meta-information from Furostat as follows:

Median disposable income per adult equivalent — calculated by dividing the total
household income by the number of equivalent adults using the OECD's modified equivalence
scale. Income is measured in real terms using the CPI with base year 2019, and is expressed in
purchasing power parities. Hence, it can be compared with its target-value which is defined as
the fifth highest income among the 27 EU member-states in 2019. The log of the median income
is used throughout. This variable is used for the whole population and for two age groups:

children (0-17 years) and young people (18-24 years);

2 Although the EU-SILC data covers the period 2003-2023, the material and social deprivation rate was introduced only in 2019 as
part of the Europe 2030 strategy indicators. However, Eurostat has recalculated this indicator back to 2014.
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Poverty rate — proportion of the population whose disposable income per adult equivalent
is below the poverty line, ie., less than 60% of the median disposable income per adult
equivalent. This variable is used for the whole population and for two age groups: children (0-
17 years) and young people (18-24 years);

Material and social deprivation rate - proportion of the population that does not have
access to at least five of the 13 items defined by Eurostat. Seven of these items are defined at
household level and 6 at personal level. This variable is used for the whole population and for
two age groups: children (0-17 years) and young people (18-24 years);

Participation of young people in education — proportion of individuals aged 15-24 years
that attended formal education activities in the 4 weeks before the EU-LFS survey was carried
out. ISCED defines formal education as “education that is institutionalised, intentional, and
planned through public organizations and recognised private bodies and, in their totality,

constitute the formal education system of a country”;

NEET rate - proportion of individuals aged 15-29 years who are neither employed (e,
unemployed or inactive according to the OIT definition) nor have attended any education or

training activity (formal or informal) in the 4 weeks before the EU-LFS survey was carried out.

Table 1 compiles the values of all variables used to construct the Poverty and Living

Conditions Dimension prior to any transformation.

2016 2017 2018 2019 2020 2021 2022 2023

Median Disposable Eq. Income (€)

All population 10 826 10801 11 602 12 333 12 404 12 266 13421 14 446

Age 0-17 10 460 10458 11161 11936 12292 11533 12733 13748

Age 18-24 9918 10037 | 10925 | 11553 11499 | 11445 | 13090 | 14320
Poverty Incidence

All population 18.3% 17.3% 17.2% 16.2% 18.4% 16.4% 17.0% 16.6%

Age 0-17 20.7% 19.0% 18.5% 19.1% 20.4% 18.5% 20.7% 17.8%

Age 18-24 24.1% 21.3% 21.0% 16.0% 20.9% 20.0% 21.2% 17.6%
Material and Social Deprivation

All population 19.0% 17.0% 14.6% 13.2% 12.7% 13.5% 11.9% 11.9%

Age 0-17 21.3% 18.0% 14.7% 12.9% 11.4% 10.6% 11.6% 11.4%

Age 18-24 19.5% 14.9% 13.1% 12.4% 9.9% 12.9% 7.7% 9.7%
Participation in Education

Participation Rate 68.1% 67.6% 67.6% 67.7% 69.9% 72.1% 71.0% 67.1%

NEET 12.7% 10.6% 9.5% 9.1% 11.0% 9.7% 8.5% 8.9%

Source: Eurostat database, EU-SILC (EU Statistics on Income and Living Conditions) and the EU-LFS (EU Labour Force Survey).

Data extracted on 16/04/2025.
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In general, the evolution of all variables was positive over this period. The national values
of the median equivalised income increased by about 33%, those of the poverty rate decreased
by 1.7 percentage points (p.p. hereafter), and those of the material deprivation rate also
decreased, but by a more impressive 7.1 p.p.; the NEET rate decreased by 2.5 p.p. It is
particularly encouraging to verify that the variables pertaining to the younger age groups show
further improvement than those for the whole population. This result will influence favourably
the calculated 1JI value. The next section describes the methodology used in constructing the

different indicators and then the IJI using the variables defined in this section.
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4. Constructing the Index: Methodological
Framework

The definition of all indicators ensures that a decrease in poverty and an improvement in the
living conditions indicate progress in providing better opportunities for the younger generation,
thus leading to an increase in 1J. Hence, all indicators are constructed and normalised so that
their values are guaranteed to vary between 0 and 1, with values approaching 1 corresponding

to situations with higher 1J, whereas values moving towards O reveal lower levels of 1J.

However, the different characteristics of the variables used require the definition of two
distinct groups of indicators in order to guarantee this normalisation procedure is fulfilled at all
stages of the construction of the index. In the first group, income per adult equivalent and
participation of young people in education, higher values of the variables correspond to higher
1J, whilst in the second group, monetary poverty, material and social deprivation, and NEET

rates, it is the lower values that ensure higher 1J.

Therefore, in the first group, each indicator is normalised as:

Xt - XLow

Xtarget - XLow

where X t is the value of the variable in year t (with t=2016-2023), X_Low is its minimum
value across all EU countries winsorised at 5%, and X target is the fifth highest value of this
variable in the EU 27 member-states in 2019. The log of the median income is used. This
normalisation is adopted by the UNDP (2022) Human Development Index and McQuilkin
(2018), for example.

The winsorised minimum value, X _Low, reflects that a lower value of this variable implies a
decrease in 1J, but the winsorisation method reduces the impact of potential outliers. This is
one of the recommended methods in Hsu er al (2013) to determine the “low performance

benchmark”.

Conversely, in the second group, the normalisation of each indicator follows the opposite
strategy because higher values of the variables correspond to lower 1J. Therefore, each indicator
is normalised as:

Xt - XHigh

Xtarget - XHigh
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where now Xp; gy, is the maximum value of X; winsorised at 5%, and X4, g is the fifth lowest

value of this variable in the EU 27 member-states in 2019.

The index for each subdimension, 1JI5,7with /=1,2,3,4, is given by the geometric mean (with
equal weights) of each of its (two or three) indicators. Finally, the IJI index for the poverty and

living conditions dimension, 1JI5:

4 4
15 = (H 115, i) . i=1,234
i=1

is the geometric aggregation of the four subdimensions.

=

The rationale for the usage of this methodology can be appreciated in Table 2. For the base
year of 2019, it compares the value of each indicator for Portugal, its rank within the ordered
values for all EU27 member-states, and the benchmark value (defined as the 5th ‘best’ EU27

value, as discussed in Section 2).

2019 Portugal
Benchmark

value rank
Income Level
IAll population 0.094 20th 0.100
Age 0-17 0.094 20t 0.100
Age 18-24 0.094 20t 0.099
Poverty Incidence
IAll population 0.162 16th 0.123
Age 0-17 0.191 18th 0.116
Age 18-24 0.160 11th 0.129
Material and Social Deprivation
IAll population 0.132 19th 0.056
Age 0-17 0.129 16th 0.061
Age 18-24 0.124 21st 0.050
Participation in Education
Participation Rate 0.677 15th 0.728
NEET 0.091 7th 0.085

Source: authors’ calculations

In 2019, the Portuguese ranks in both Income Level and Material and Social Deprivation
subdimensions are between 16™-20™ out of 27 EU member states, rising to 11% for the national
and 18-24 age group in Poverty Incidence (but only 18™ for the 0-17 age group). Finally, the
highest rank achieved is 7™ for the NEET rate, with 15™ for the participation of young people

in education rate.
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The results obtained for the 1JI, its 4 subdimensions, and their indicators are given in the

next section.
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5. Empirical Findings

Table 3 shows the main results obtained for the IJI Poverty and Living Conditions and each
of its four constituent subdimensions over the 2016-2023 period using the methodology
described in the previous section. The four subdimensions show diverse values and trajectories
throughout this period, with a noticeable improvement in some of them. The latter contribute
to the approximation to the ideal value shown by the IJI, moving from 0.478 to 0.678 in 2023,

and resulting increase in 1J.

Subdimensions
i E— IJI Poverty and
R B e I
Level Incidence Deprivation Education onerions
2016 0.339 0.432 0.506 0.706 0.478
2017 0.329 0.546 0.622 0.774 0.542
2018 0.399 0.564 0.708 0.813 0.600
2019 0.445 0.663 0.752 0.830 0.655
2020 0.454 0.486 0.804 0.822 0.618
2021 0.419 0.608 0.767 0.933 0.653
2022 0.449 0.523 0.836 0.950 0.657
2023 0.484 0.654 0.815 0.818 0.678

Source: authors’ calculations

The values for each of the subdimensions vary between a minimum of 0.329 for Income
Level in 2017, the furthest from its target, and 0.950 for Participation in Education in 2022, the

closest.

The subdimension with the strongest positive evolution is Material and Social Deprivation,
which shows an increase from 0.506 in 2016 to 0.815 in 2023. It is the dimension Participation
in Education that attains values closer to the target, reaching a final value of 0.818 in 2023,
although it is also the one that records the least significant relative progression. Conversely, the
Income Level subdimension consistently records values furthest away from the target, dropping
to a lowly 0.484 in 2023. The subdimension Poverty Incidence shows a consistent improvement
until 2019 followed by a substantial drop to 0.486 in 2020, and a recovery to 0.654 in 2023.

However, this value is still below that of 2019.

The evolution of each subdimension and its connection with the target can be analysed in
detail by studying the evolution of its constituent indicators over the period of analysis. From
Figure 1, the Income Level, Poverty Incidence, and Material and Social Deprivation

subdimensions have three indicators, concerning ‘all population’ and the two youngest age
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groups, and the Participation of Young people in Education subdimension has two: participation

in education and NEET rate.

The three indicators of the Income Level subdimension record the lowest values of all
indicators throughout the period, together with the narrowest variation band, as Figure 2
demonstrates. The two youngest age group indicators of income have similar, but slightly
higher, values than the national indicator. Initially the 0-17 age group indicator had the higher
values (maximum of 0.496 in 2020), but that changed from 2022, and the 18-24 indicator
reached its highest level of 0.531 in 2023. This was the only time an indicator value of this
subdimension exceeded 0.5, demonstrating how the Income Level subdimension is lagging

behind all other subdimensions in approaching the target value of one.
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Source: authors calculations

The three indicators of the Poverty Incidence subdimension record values closer to the target
value than the income subdimension, but still consistently below 0.64, as shown in Figure 3.
There was some improvement until 2019, when the indicator for the 18-24 age group reached
a remarkable 0.838, was but followed by a sharp decline in 2019, when the national indicator
had its lowest value for the period (0.408). Again, the values for the 18-24 age group are
consistently higher than those for the 0-17 age group, with values of 0.754 versus 0.635,
respectively, in 2023. In fact, the 18-24 indicator records the highest values in this

subdimension in 2019 and 2023 which push upwards the subdimension 1JI value.
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The evolution of the indicators of the Material and Social Deprivation subdimension in
Figure 4 shows that its already discussed remarkable approximation to the target over this
period has been mainly driven by the younger age groups. In 2023, the values of the indicators
for the 18-24 age group, 0.813, and 0-17, 0.816, are well above the national level of 0.798, and
consistently above all values of the income and poverty subdimensions. Given that this
subdimension aims to broaden the analysis of poverty to the accessibility to (EU selected) items
viewed as essential for the wellbeing of the individuals and their living conditions (hence
getting closer to a Rawlsian approach as discussed is section 3), it is very encouraging for the

1J that their indicator values are closer to target, and specifically for the younger age groups.

1.00
0.90
0.80
0.70
0.60
0.50
0.40 0.506
0.30

0.20

0.10

0.00
2016 2017 2018 2019 2020 2021 2022 2023

1J15,3,1 - Deprivation (All) 1J15,3,2 - Deprivation (0-17) 1J15,3,3 - Deprivation (18-24) e=Om==|JI5,3

Source: authors calculations

Policy Paper 43
15



The definition of the two indicators of the Participation in Education subdimension is very
different from that of the indicators of the other subdimensions in that they do not focus on the
effects of age on the same variable (equivalised income, poverty or deprivation rates). Instead,
these indicators measure the impact of the main factor mitigating the risk of poverty and social
exclusion in Portugal, education attainment, as discussed in section 3. The two chosen
indicators are the participation of young people in education and the NEET (proportion of 15-

29 year-olds Not in Education, Employment, or Training) rate.

Figure 5 reveals that these indicators have the highest values of all indicators, with the
NEETS indicator actually reaching the target value in 2022. The participation in education
indicator attained its highest value of 0.962 in 2021, but dropped to only 0.690 in 2023, its
lowest value in this period. The outstanding performance of these two indicators together with
the demonstrated impact of education attainment to break the poverty cycle allows for a more

favourable 1J prospect for today’s Portuguese younger generations.
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Further insight on the evolution of the four subdimensions of the Poverty and Living
Conditions dimension over this period and their impact on the IJI can be gained from Figure 6.
Focusing on three years, initial (2016), middle (2019), and end of period (2023), it uses a
graphical representation of the values of each subdimension to highlight their trends and
degrees of approximation to their target. The distance between the three polygons reveals that
the progression towards that target is clearly more significant for all four subdimensions in the
first part of the period, 2016 to 2019, than in the second, 2019 to 2023. In fact, there is little
difference and some reversion during the latter period. Although the increase in 1J is visible

across all subdimensions between 2016 and 2023, the already referenced Participation in
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Education and Material and Social Deprivation subdimensions show clearly higher values that

are closer to their targets than the Poverty Incidence and Income Level subdimensions.

JI5,1 (Income)
1.00

0,80

1JI5,4 (Participation

in Education) 15,2 (Poverty)

1J15,3 (Privation)

2016 2019 e=——2023

Source: authors calculations

The interpretation of the evolution of the values of the indices of each subdimension needs
due care because the aim of this study is not only to analyse their individual evolution during
this period, but also to evaluate how each of them compares with their target-values which in

turn are relative to the best performing EU countries.

Finally, Figure 7 displays the evolution of the IJI of the Poverty and Living Conditions
dimension calculated by aggregating the four subdimensions indices, as discussed in section 4.
Between 2016 and 2023, the IJI increased from 0.478 to 0.678, reflecting a significant increase
in IJ and an improvement in the living conditions of the younger generations. The values for
Participation in Education are consistently closest to their target, whereas those for Income
Level are furthest. However, it should also be noted that the 1JI also reflects the socioeconomic
cycles, revealing the negative impact of the COVID-19 pandemic in 2020 and the increase in

monetary poverty in 2022.
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6. Conclusions and Policy Implications

The growing complexity of the social problems in today’s world has reaffirmed that poverty
cannot be understood merely as a temporary shortage of income. In fact, poverty has attained
a multidimensional character: although income is still determinant, the unequal access to
essential goods and services has gained a growing importance in the definition of the wellbeing
and living standards of the population. Moreover, the empirical evidence demonstrates that
poverty tends to reproduce across generations, restricting the access to education, healthcare,
skilled employment, housing, and social participation. Therefore, the inequalities accumulated
throughout the lifetime of the current generations reduce the opportunities of the next ones

and compromise the principles of Intergenerational Justice.

It is within this framework that this paper endeavours to answer the following question:
“What future are we leaving to the next generations in terms of poverty level and living
conditions?”. The main concern here is to create an operational instrument that contributes to
the understanding on how current poverty compromises both equal opportunities for the next

generations and the social capacity of achieving sustained development in time.

The method adopted in this paper to achieve this purpose is the construction of a synthetic
index that can monitor the poverty and living conditions dimension of the population using an
1J perspective. Four relevant markers of the main dimensions of poverty are selected: income
level, monetary poverty rate, material and social deprivation rate, and participation of young
people in education. They are constructed using a format that takes into account different
cohorts of the population, particularly the younger age groups, and allows for the comparison
of their evolution with the whole population and benchmarks based on the best performances

across the EU member-states.

The results obtained for the period 2016-2023 are relatively encouraging. The Poverty and
Living Conditions IJI increased by about 40%, higher than that for the overall intergenerational
justice index, which increased by about 7.5% (Pereira et al., 2025) over the same period. This
favourable evolution of the synthetic index relies heavily on the drop in the poverty and material
deprivation indicator values for the younger age groups, both in absolute terms and relatively
to the EU benchmarks used in the definition of the target-values. The results for the income
level are further away from the ideal, although there was a somewhat positive trend recorded
in the period of analysis. Finally, the participation in education outperforms the other

dimensions, notwithstanding the significant drop in 2023.
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The positive evolution of the synthetic index reflects the improvement in the indicators used
over the 2016-2023 period analysed. However, it cannot be ignored that Portugal continues to
be a country with strong social disadvantages and low levels of household income. In 2024,
about 1.7 million people were living in monetary poverty, about 300,000 of which were children
and young people (INE, 2025). This reality reinforces the need for analytical instruments that

guide public intervention in a sustainable and structured approach to achieve results.

The extensive advantages and usefulness of a synthetic index, like the one used in this paper,

in the analysis of public policies can be judged from:

» it identifies structural factors that perpetuate poverty across generations. Instead of just
calculating the number of individuals that are poor, this index pinpoints the features
that make a heavier contribution to the reproduction of the existing social
disadvantages. This knowledge is particularly relevant when designing preventive
policies geared to disrupt the persistent cycles of poverty;

» it promotes an integrated approach to public policies, because IJ builds on the
interaction amongst diverse types of policies, not on the single isolated efficacy of each
of them;

» it is capable of monitoring and evaluating public policies, as it can be regularly updated
to accompany the evolution of IJ and monitor the impact of changes implemented in
social programmes and legal framework. It can check whether those produce sustained
improvements in equal opportunities, thus overcoming the short-term evaluation logic

of public policies and replacing it with a long-term vision of their effects.

The aims already mentioned are reflected, at least partially, in recent EU and Portuguese

legislation, whose implementation would clearly benefit from the usage of an 1JI.

The approval of both the European Pilar of Social Rights, in 2017, and of the National
Strategy for Fighting Poverty in Portugal, in 2021, demonstrate the political commitment to

reduce poverty and to promote the wellbeing of the younger generations, in particular.

The National Strategy for Fighting Poverty enshrines this deep commitment through the

setting of ambitious targets to be achieved by 2030, such as:

I.  Promote the full social integration of young adults and the systematic reduction of
their poverty risk
II. Reduce the monetary poverty rate to 10%, thus taking 660,000 individuals out of

poverty
III.  Reduce child poverty by half, thus taking 170,000 children out of poverty
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IV.  Reduce the child deprivation rate to values close to the EU average

The adoption of the Child Guarantee National Action Plan by the Portuguese government in
2023 is another component of this political pledge. This plan aims to guarantee that the most
vulnerable children and young people have access to a range of essential support services, an
access that may become an important instrument to guarantee a better future for the younger

generations and the reinforcement of 1J.

The fulfilment of these objectives and attainment of these targets requires integrated and
intersectoral policies focused both on income redistribution, and also investment in education,
housing, and adequate employment. If these targets are actually achieved, they will decisively
contribute to strengthen and boost 1J, promoting solidarity amongst generations and securing

more sustainable and equitable living conditions to the future generations.
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