BOX 1: RECENT DEVELOPMENTS IN POVERTY AND SOCIAL
EXCLUSION INDICATORS FOR MALTA

Over just a decade Malta’s GDP doubled, while the employment rate rose from being the
second lowest in Europe to being the second highest.? Household bank deposits also more
than doubled, while median net wealth of those in the bottom quintile rose from around
€95,000 to €159,000, when the overall price level increased by much less at around 21%.3
Yet, despite this surge in economic growth and wealth, even of the lowest income catego-
ries, Malta’s performance in terms of the EU’s 2030 target indicator of the proportion of
the population at risk of poverty or social exclusion (AROPE) is similar to that of countries
with much weaker economic performance. This box will explain briefly the sources of this
paradox.

Trends in poverty reduction and social inclusion

The main indicator used by the EU to measure poverty is known as AROPE and is the sum
of persons who are either at risk of poverty (ARP), severely materially and socially deprived
or living in a household with a very low work intensity.

Eurostat defines persons at-risk-of-poverty (ARP) as those people with an equivalised
disposable income below the at-risk-of-poverty threshold, which is set at 60% of the
national median equivalised disposable income. For someone to be classified as being
severely materially and socially deprived (SMSD), they would have stated that they can-
not afford seven out of 13 deprivation items.* Finally, the indicator for low work intensity is
based on the number of
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3 Data on net wealth by quintile.

¢ Eull list of the 13 deprivation items.
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aged 18 to 64 (henceforth ‘working age’) and those 65 and over (henceforth ‘elderly’).
There has been an upward trend for the elderly, with an increase of nearly 7 percentage
points, an improvement for working age households, with a decline of 5 percentage points
and a somewhat cyclical performance for children.

If one breaks down these age groups by gender, one notes that the group that has seen
the largest rise in the AROPE are women aged 65 and over, where there was an increase
of 9.5 percentage points. By contrast, the group that has seen the largest drop are women
of working age, where there was a decline of 5 percentage points. When one looks at the
population in SMSD, trends are completely different. Firstly, while the AROPE for children
has not fallen by much, the proportion of children in SMSD has more than halved from
11.6% to 4.8%. Among elderly women, where there was the largest rise in the AROPE, one
finds a decline in the share of those in SMSD from 6.3% to 5.2%.

Table 1a tries to place these trends within the broader euro area perspective. This inter-
national comparison shows how much Malta outperformed the rest of the countries in the
monetary union, with two exceptions — the ARP for the elderly and children.

Malta stands out mainly when it comes to those of working age, with a sharp reduction in
both AROPE and SMSD. That said, even as regards children in SMSD, there has been a
very strong drop since 2015, much sharper than the decline in the AROPE of children. As
for the elderly, one finds a rather confusing development that while the proportion of those
in SMSD has fallen by more than the drop observed for euro area average, the AROPE of
the elderly in Malta has risen at a much faster rate than in the rest of the monetary union.

Table 1a

TRENDS IN AROPE, ARP, SMSD AND LOW WORK INTENSITY ACROSS
THE EURO AREA (2024 vs 2015)

Per cent

Malta Euro area
ARORPE (total) -2.5 -1.6
AROPE (children) -1.9 -0.9
AROPE (work age) -4.9 -3.0
AROPE (elderly) 71 2.8
ARRP (total) 0.2 -0.7
ARP (children) 0.7 -0.9
ARP (work age) -1.5 -2.0
ARP (elderly) 8.4 3.5
SMSD (total) -4.2 -1.8
SMSD (children) -6.8 -2.3
SMSD (work age) -4.2 -1.8
SMSD (elderly) -1.6 -0.9
Low work intensity -4.7 -2.3
Source: Author's workings using Eurostat data.

CENTRAL BANK OF MALTA Quarterly Review 2026:1

32



Understanding better the measurement of poverty

This conundrum can be resolved however, if one understands better the two measures.
The approach taken by the EU to define the amount of income which means some-
one is not considered ARP is based on relativity to the median income. Changes in
this threshold depend on changes in median income and do not have a direct relation
to changes in the cost of what is required to have a decent standard of living, either
because of inflation or because of changes in what is considered a decent standard of
living.

In the case of Malta, the income threshold used to define those ARP rose by almost
51% over ten years, a period during which the cost of living rose by about 21%. Chart
1b shows how the 60% income poverty threshold for two adults with two dependent chil-
dren evolved over time, rising from €16,138 in 2014 to €25,741 in 2024. This reflected
the rapid growth of median income during this period. If one instead had defined the
poverty threshold in line with what €16,138 was able to purchase in 2014, and then
increased it in line with inflation, the threshold would have increased to €19,825. Hence
to maintain the same living standard this household had in 2014, by 2024 the required
increase in income was nearly a quarter less than the rise implied by the official poverty
threshold.

To further explain how rapid the increase in the income threshold was, one can compare
the one for Malta to that for France. Between 2015 and 2024, the cost of living as measured
by the HICP in both Malta and France rose by roughly the same percentage rate. Yet while
in Malta the income threshold used to define those ARP rose by almost 51%, that in France
rose by a third of that rate. With the result that while in 2014, the income threshold used to
define those ARP in Malta was equivalent to 60% of that applied in France, by 2024 it had
reached 80%.

Besides the measure
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Chart 1c displays the
subjective poverty rate
by age. When compared
to Chart 1a, which shows
the ARP indicator, the
share of those who con-
sider themselves poor
in that they face difficul-
ties in making ends meet
shows a much stronger
improvement over time.
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than what the ARP measure would imply. There is a much starker difference between the
subjective and relative income poverty measures for the elderly. The data suggests that over
time the elderly’s belief of their ability to make ends meet has not diverged greatly from that
of other population groups, whereas their ARP measure would imply a steady deterioration.
The elderly subjective poverty rate is about half the ARP rate.

Table 1b, which shows how median disposable equivalised income rose since 2013, may
explain why the elderly believe they are much more materially well off. Among the elderly in

Table 1b

TRENDS IN MEDIAN DISPOSABLE EQUIVALISED INCOME ACROSS
THE EURO AREA (2024 vs 2013)

Per cent

Malta Euro area
Total 69.6 36.1
Children 64.7 37.6
Working age 77.0 38.5
Elderly 53.2 30.5
Men 69.6 36.5
Children 62.9 37.6
Working age 73.5 38.5
Elderly 55.2 30.3
Women 66.5 35.7
Children 65.4 37.9
Working age 78.7 38.2
Elderly 50.2 30.9

Source: Author's workings using Eurostat data.
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Malta median disposable income increased by 53.2%, which is far higher than the 30.5%
average increase observed across the euro area. If one focuses only on male pensioners,
the rise in disposable income in Malta was nearly double than that experienced in the rest
of the euro area.

Maltese persons aged 65 and over saw percentage increases in theirincome that exceeded
by far those seen not just by their euro area counterparts, but also by euro area working
age households. However, the income poverty threshold in Malta was buoyed upwards by
the fact that during the last decade most Maltese working age families became two-earner
households as more and more women successfully joined the labour market. The income
of working age persons in Malta rose by 77%, double the increase observed in the rest
of the euro area. By contrast, most Maltese pensioners remained dependent on just one
pension. Therefore, even in a situation where their pension was increasing at historically
unprecedented rates, it could not match that of the working age household income brought
by the female partner starting to work.

Understanding better the impact of policies

Table 1c shows the trends in median disposable equivalised income, material and social
deprivation (MSD) and the ARP by household type between 2012 and 2024. This indicates
that the pace of income growth was very sharp, but this acceleration was not the same
across household types. In the case of household types with children the surge in income
was more pronounced. The prime case is single persons. The median equivalised income
of a single person rose by 66% between 2012 and 2024, but amongst single persons with
dependent children the rise was of 72%. Moreover, the ARP of single persons with depen-
dent children, though remaining the highest in absolute terms out of all household types,
saw a decline of 3.8 percentage points.

Households comprising two adults of working age saw their income rise by 86% between
2012 and 2024, and their ARP fall by 5.5 percentage points. Yet, households with dependent

Table 1c
TRENDS IN MEDIAN DISPOSABLE EQUIVALISED INCOME BY
HOUSEHOLD TYPE AND IN ARP AND MSD - 2024 OVER 2012

Change in income Change in ARP Change in msp

Total €8,981 (78%) +1.7 p.p. -14.5 p.p.
Households without dependent children €8,975 (72%) +4.9 p.p. -13.1 p.p.
Households with dependent children €8,768 (85%) -1.8 p.p. -15.6 p.p.
Single person €5,924 (66%) +13.9 p.p. -16.2 p.p.
Single person with dependent children €5,196 (72%) -3.8 p.p. -43.5 p.p.
Two adults, at least one aged 65 or over €5,625 (63%) +12.3 p.p. -13.4 p.p.
Two adults younger than 65 €12,967 (86%) -5.5 p.p. -11.9 p.p.
Two adults with one dependent child €8,910 (72%) +0.9 p.p. -6.0 p.p.
Two adults with two dependent children €7,666 (72%) -1.8 p.p. -11.4 p.p.

Source: Author's workings using Eurostat data.
(1) Change from 2014 as earlier data unavailable. Data for SMSD by household type unavailable.

CENTRAL BANK OF MALTA Quarterly Review 2026:1
35




children saw an increase of 85%. In the case of households comprised of two adults with one
child, the ARP still rose slightly, by 0.9 percentage points, but amongst those with two children
there was a drop of 1.8 percentage points. If one looks at trends in MSD, the largest drop
is amongst single parents, but there are also significant declines for other households with
children, which exceed those for households without children.

Eurostat data show that in 2005 76% of all children in Malta aged under three were cared
for only by their parents. By 2014, this proportion had fallen to 60.6%, and to 43.6% in
2024. More importantly, the proportion of children aged under three with zero hours in
formal childcare went down from 95.4% in 2005 to 81.4% in 2014 to 55.9% in 2024. These
trends all suggest that the introduction of free childcare to working parents in 2014 resulted
in a shift of caring responsibilities from parents to formal childcare institutions.

The employment rate of women aged 25 to 49 went from 39.6% in 2005 to 67% in 2014
to 84.7% in 2024. More importantly while in 2005 nearly a fifth of women in employment
aged 25 to 49 were in part-time work, rising to nearly a quarter in 2014, by 2024 the propor-
tion had fallen to 14%. This means that the income earned from employment by women
improved not just because more joined the workforce but also because more women could
go for full-time employment rather than part-time jobs.

Following this change in employment, the ARP of women aged 25 to 49 dropped by more
than a quarter, from 15.6% in 2013 to 11.1% in 2024. At the same time the SMSD rate
among this age bracket has more than halved, from 7.2% to 3.3%. If one focuses on spe-
cific groups of women, such as single parents, the change is even more pronounced.

That said, while the improvement in employment rates certainly helped to take thousands
of working age persons out of poverty, by raising the income poverty threshold it also made
those not in employment appear relatively poorer. Though the strength of the economy re-
sulted in more funds being made available for social security benefits, these could not match
the extraordinary pace of income growth caused by the rise in the employment rate. NSO data
indicate that by 2023, so-
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70,000 out of the risk of poverty, or an average spend of €8,486, while by 2024 to lift 89,000
individuals cost an average spend of €17,186. In effect the social benefit cost per individual
taken out of poverty doubled over twenty years. Yet, against that one needs to consider
that the income poverty threshold for a single individual over the same period rose from
€5,155 to €12,258, or by a factor of 2.4 times. While in 2005 the per capita social spending
to lift one person out of poverty was two thirds higher than the income poverty threshold, in
2024, it was just two fifths higher. This implies that given the growth in the income poverty
threshold, social security benefits have become relatively speaking more effective or more
targeted.

However, this improved effectiveness and the rise in absolute spending on social ben-
efits have not been enough to offset the very large rise in the income poverty threshold.
To lift someone from relative poverty is becoming even more expensive. Just in the five
years since 2019, the per capita spend for every person lifted out of relative poverty has
increased by a third.

One could argue that Government could tackle this issue by further improving the generos-
ity of social benefits, particularly pensions, reflecting the fact that ARP is rising the most
among elderly households. However, in coming years the trend of one-income pensioner
households will reverse quite quickly. In 2005, the employment rate among men aged 55-59
was 68.2% whereas that among women was 18.8%. Twenty years after, the employment
rate among men aged 55-69 is 87.4% and that among women is 60.4%. Thus, employment
data suggest that among the pensioner couples who will be retiring in the next few years,
dependence on one pension will be half that of pensioner couples who retired twenty years
ago. Among those who will retire in just over a decade from now, dependence on a single
pension will likely halve yet again, as the employment rate among women currently aged
45-49 is well above 80%.

In essence, the rise in female employment rates which has raised so much the income
poverty threshold and thus contributed to the increase in the proportion of elderly popula-
tion in relative poverty over the next decade should start to have an opposite effect. On
the one hand, it is highly unlikely that employment rates can increase much further, and
so the increase we have had in recent years in the poverty threshold should decelerate,
making it less onerous for social benefit generosity to keep up with a rising threshold. More
importantly, while working age households will continue to benefit from better wage condi-
tions, in the coming years pensioner couples will not just benefit from better pensions but
also from an additional pension. Furthermore, the gender pension gap is likely to decrease
sharply because the type of employment that women have has greatly improved, meaning
that women’s pensions should align much closer to those of men.
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