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Reference Budgets
for Social Inclusion

What they are?
Why we need them?



Reference budgets are a re-
ference, never a prescription 
how an individual household 
should spend its money. 
Personal circumstances and 
the real life experiences of 
low income households must 
always be taken into account.

What are Reference Budgets?
Reference budgets are expenditure patterns for 
different types of households to live on a designated 
level of well-being. Given the household composition, 
disposable income and some other characteristics (like 
housing situation, possession of a car), an expenditure 
pattern is given that suits the situation of the  
individual household. 

How are they made?
Reference budgets can be based on empirical data (e.g. 
budget surveys) or they can be constructed by budget  
experts. Reference budgets based on empirical data only 
fit to ’reality’, but often show deficits for households with 
a low income. These budgets are thus not quite useful for 
budget information and debt advice (where balanced  
budgets are needed). On the other hand, constructed  
budgets by experts may be criticized because of their 
subjective nature. 
That is why a detailed and transparent procedure is 
needed to take the advantages of both approaches, while 
minimizing their disadvantages. 
Reference budgets can be made easily by making an 
expenditure pattern for households with a minimum 
income and based on experience of f.e. debt counselors. 
More sophisticated reference budgets usually are built in 
a modular way, combine data from a variety of sources, 
including household surveys and by using econometric 
techniques.



Poverty measurement and  
setting adequate social standards

Reference budgets have widely been  
used for poverty measurement and 
setting adequate social standards.  
A minimum basket of goods and 
services is set up for different 
household types. 

Budget information and  
debt counseling

Households that cannot make ends  
meet or try to settle a situation of  
over-indebtedness, can be helped to 
better budget by comparing their own 
expenditures to an existing reference 
budget. They can also simulate what  
might happen to their spendings when 
their circumstances change. 

Purchasing power calculations

Reference budgets make it possib-
le to trace differences in income 
and expenditures of a certain type 
of household due to (changes in) 
policies. They can make visible 
which household groups are faced 
with problems making ends meet. 

Why do we need them?
Reference budgets can be used for a 
variety of aims:

Credit scores

Reference budgets can also be 
used to calculate what a certain 
household can responsibly borrow 
(loan to income-ratios). 



provides you with information about reference budgets in various European countries.
Learn more about how the budgets are constructed and applied in various countries and
why they are useful to promote social inclusion.
Download further material, including a Handbook of Reference Budgets.
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