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Abstract

This paper analyses the socio-economic determinahtsultiple deprivation in
eleven European countries. Random and fixed effacidels are estimated using all
eight waves of the European Community Househol®P@&@CHP). A decomposition
of the deprivation gaps between countries, into ragtaristics and returns
components, allows us to quantify the potentialtgbuation of each socio-economic
factor, other than income, in reducing the natiateprivation level. First, the results
show that changes in income and deprivation dcstraitly coincide and that lagged
income has a larger effect than current incomeo&®cthey highlight the importance
of employment status and of moving into and outhef labour market and the value
of income sources, higher education and home owiper$he results confirms the
great heterogeneity of European countries and theul@rity of the South.
Nevertheless, in the Southern countries the achiewe of higher education, good
housing conditions and income itself have a streffigct in reducing the deprivation
differential.
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1. Introduction

This paper aims to analyse the socio-economic mtants of multiple deprivation in
Europe. The theoretical rationale is that a widabcepted definition of poverty
includes both input and outcome elements (Townsd®¥9). In such a
multidimensional framework, current income is a lkegment but other economic
attainments also have an effect on the level ofas@xclusion an individual faces.
Following this approach the term “income povertgfars to input elements as a lack
of resources, while the term “deprivation” refenstamme elements as poor living
conditions.

Measures of income poverty and deprivation sumraadizsimilar phenomena
and identify different individuals as being at risklow living standards. Individuals
with the same resources may suffer different degion levels, mainly due to the
effects of accumulated resources, employment statdsicational level, health
conditions, housing tenure and social benefitsorme alone may measure just one
dimension, albeit an important one, of poverty exgreed by an individual (Atkinson
1975).

This paper estimates the relationship between iecpaverty and deprivation in
eleven European countries and explores the redesortise mismatch between these
measures. Exploiting the longitudinal nature of Bneopean Community Household
Panel (ECHP), random and fixed effects models atenated, separately for each
country, in order to quantify the role of the seeimnomic determinants, in addition
to current and lagged income, in explaining depiiva

The analysis shows that there are large diffeemteleprivation levels and
determinants across countries. A decomposition hef deprivation gaps across
countries, into differences in characteristics alifterences in returns components,
allows us to examine the main reasons for the dafion differentials across Europe
and to quantify the potential contribution of eadtio-economic factor, as well as
income, to closing the gap.

The paper is structured as follows. The next sedcitiroduces the theoretical
background and reviews recent empirical researclutathe European Union. The
data are presented in section 3 followed by theide&ipon measurement technique
and some descriptive statistics in section 4. Tleenemetric specification is

explained in section 5, and the estimates presentedction 6. Section 7 concludes



the paper with a summary of the results and sorseudsion of potential further

developments.

2. Poverty conceptualisation and related work

The well-established multidimensional nature of grby requires a comprehensive
definition of poverty that includes both input aodtcome elements. Townsend
introduced such a definition, recognizing povertyrelative terms as exclusion from
the minimum living standards due to inadequateuess. He stated that:

“Individuals, families and groups in the populatican be said to be in poverty
when they lack the resources to obtain the typdieif participate in the activities
and have the living conditions and amenities whacé customary, or at least
widely encouraged or approved, in the societiesviich they belong. Their

resources are so seriously below those commandéldebgverage individual or
family that they are, in effect, excluded from oy living patterns, customs
and activities” (Townsend 1979: 31).

However Ringen (1987, 1988) argued that both timeept and the measurement
of poverty should be considered either indirectlydwectly. As an indirect concept,
poverty refers to insufficient resources, capabsitor rights to achieve a minimum
standard of life and it should be measured by ircomother resource indicators. As
a direct concept, poverty refers to the exclustomfthe ordinary way of life in terms
of consumption, leisure and social activities andshould be measured by
consumption or other way of life indicators. Sudhect exclusion from minimum
living standards is often called deprivation (Noland Whelan 1996) and can be
considered as an implicit measure of living staddaderived from a set of non-
monetary indicators. The traditional income povemtgasures indicate a lack of
resources (input element) reflecting a state ofemidl exclusion, while the
deprivation indicators denote low living conditiofmutcome element) capturing a
state of actual exclusion. The policy perspectif/¢he two approaches is different:
the income poverty refers to inequality of oppoityimvhile the deprivation refers to
inequality of outcomes, although other factors omditon to income, such
employment status, health condition, education Ilemed housing tenure, can
influence the opportunity set of an individual (€2002).

The relationship between current income measured lanng conditions
indicators is not straightforward and their use¢ha assessment of poverty presents

both advantages and disadvantages. On the one loandurrent income is a well-



recognised indicator of indirect poverty but itfeu$ at least from three limitations: i)
it deals with resources and not with living stamidaiii) it does not take into account
resource accumulation and more stable economistyife indicators, and iii) it can
suffer from measurement errors, especially at tlo#tobh and the top of the
distribution (Rendtel et al. 2004). As summed upRdygen (1988), “income is not a
reliable measure of poverty once poverty is defidieelctly. It is an arbitrary measure,
empirically as well as theoretically”. Consumptienels rather than income could be
a better measure of living conditions although exieire data, when available and
accurate, do not focus on items with a durable eeon life or social impact
(Atkinson et al. 2002). On the other hand, non-ntameindicators can compensate
for such limitations because they i) provide direwasure of exclusion due to the
enforced lack of durables, leisure and social @&/ and housing facilities and ii)
measure a situation which is more stable over titHewever, non-monetary
indicators present other weaknesses that are dsduis Section 4.

A complementary way to consider both input and oune elements of poverty in
a multidimensional framework has been suggestddibgen:

“Resource indicators alone can only say somethingutthe probability of
deprivation in way of life. Low income, for examplat least as we are able to
measure it, may represent only a temporary andcatypituation... On the other
hand, to rely on way of life indicators alone, thgtto go all out for direct
measurement, is also insufficient since people ihay as if they were poor
without being poor ... We need to establish not dhBt people live as if they
were poor but that they do so because they do an# the means to avoid it”
(Ringen 1987:161-62).

Some empirical work applies this twin-criteria apgch to measuring consistent
poverty defined, as the combination of a low incand deprivation condition (Nolan
and Whelan 1996, Layte et al. 2000).

From a policy point of view, a range of informaticather than a single indicator
such as income should be considered in order ttifge¢hose suffering from social
exclusion (Atkinson et al., 2002). In the Européhmon, although each member state
is responsible for social policies, the availapilif reliable and accurate quantitative
multidimensional indicators is considered one o€ tmost important tools for
monitoring the Lisbon Strategy to combat poverty ancial exclusion as confirmed
by the conclusion of Laeken Summit in December 20®dme countries, such as
Austria and Ireland, have already included a seharf-monetary indicators in the



poverty measures in their National Action Plans Swocial Inclusion. The Irish
government adopted a definition which states that

“people live in poverty if their income and resaesc(material, cultural and
social) are so inadequate as to preclude them framng a standard of living
which is regarded as acceptable by Irish societyegadly” (National Anti-
Poverty Strategy 1997).

In addition the UK government has included someridapon indicators in the
child poverty measurement strategy (DWP 2003).

It is widely recognised that “defining poverty dglén terms of income exposes
us to the danger of failing to identify those greupost at risk of exclusion from
customary life-standards” (Whelan et al. 2004b).aMees of income poverty and
deprivation summarize dissimilar phenomena andtifyedifferent subjects as being
at risk of low living standards. The empirical exidte at the European level is due to
the substantial contribution of Nolan, Whelan, leagthd Maitre (among others: Nolan
and Whelan 1996; Layte et al. 2001a, 2001b; Wheta. 2001, 2002a, 2002b, 2003,
2004a, 2004b). They focused on methodological measent aspects, the
identification of different dimensions of deprivati, the relationship between income
poverty and deprivation, the determinants of p&esis poverty and persistent
deprivation and the impact of deprivation on ecorostrain. Despite the differences
across countries, the relationship between incontedeprivation is always weaker
than it could be generally assumédtey highlighted the limited overlap between
poor and deprived individuals also considering isegat measures of poverty and
deprivation. Recent work (Whelan and Maitre 2006pfecms, even taking into
account measurement errors, the main findings evipus researches about the
contrast between income poverty persistence andivddépn persistence are
consistent. Layte et al (2001b) and Muffels and&fge (2004) focused on the role of
different welfare regimes, without distinguishingtlveen countries, in explaining the
effect of income variations on the deprivation letieat is very low in social-
democratic and corporatist regimes and higherbierél and Mediterranean regimes.
Other studies, focused on the British case, arerasting especially from a
methodological point of view. Mack and Lansley (39&nd Gordon et al. (2000)
used a deprivation index to identify the poor hdwadds directly. A hardship index,
based on a set of social indicators, has been ajg»@Iby the Policy Studies Institute

(Vegeris and McKay 2002, Vegeris and Perry 2008¢esi1991 and recently refined



using the Families and Children Study (FACS). kludes nine dimensions about
housing hardship, financial problems and expenditigprivation and classifies each
household according to its hardship (none, modenatevere). Berthoud, Bryan and
Bardasi (2004) examined the longitudinal relatiopshetween income (and other
determinants) and deprivation over time, using ldbeéhFamilies and Children Study
(FACS) and the British Household Panel Survey (BHPBhey highlighted the
importance of a recalibration of the deprivatiodar every year and the unreliability
of the low income data.

3. Data

The analysis of this paper is based on the Euro@@anmunity Household Panel
(ECHP), a harmonised longitudinal survey of a repngative sample of households
of fifteen (pre-enlargement 2004) European Uniormiper States. It was collected
annually between 1994 and 2001 and covered the dhtaut demographic
characteristics, employment and job history, incotreaning and education, health,
social relations, migration, and satisfaction ofteandividual older than 16 years of
age. Supplementary information was collected ahitnet composition, financial
situation and accommodation of the household.

Germany, Luxemburg and the United Kingdom were tadifrom the analysis
due to the lack or a different formulation of someestions related to the non
monetary indicators, while Sweden was excluded usx¢he national survey is not a
panel. In 2000 the samples sizes range from mane 12500 individuals in ltaly to
just fewer than 4000 individuals in Denmark (sebl&a\1 in Annex | for details).

The ECHP covers the 24 non-monetary indicatorsidersd by Eurostat (2002)
in its report on Income Poverty and Social Exclosidhey are used to define a
deprivation index as explained in the next sect®urch indicators are available at the
household level and then attributed to each ind&lidhassuming that the resources are
shared equally among all household members (Donnis®88). The unit of
longitudinal analysis in this paper are the indidts also because it is feasible to
follow them across the waves imputing to each efrtlthe deprivation score and the
socio-economic characteristics of the householy bisbong to in each wave.

Two measures of income are provided in the ECHRBrrémt monthly income”
and “annual income”. The latter has been choseausecit is less volatile and it is a

better indicator of living standards at each pdimttime although consumption



smoothing is rare among individuals at the bottdnmcome distribution (Bradbury et
al. 2002). It represents the total annual net hoalseincome (including transfers and
after deduction of income tax and social securaptcbutions) and it is based on
detailed questions to each member of the housé€Beldhoud 2004). Nevertheless, in
the ECHP each individual is asked to report anm@me possessed in the previous
calendar year: in order to link the deprivationrscto contemporaneous income we
impute to each individual in a given year the ineopnovided in the subsequent wave
of the survey. Moreover, in order to allow longitual and cross-countries analysis to
be made, net income has been deflated to 2000spiiceach country, using the
Harmonised Consumer Price Index (HCPI) providedEbyostat, and expressed in
purchasing power standards (PPS). Top and bott@npercent of incomes have been
dropped in each country every year. In the desedpdtatistics net income values
have been adjusted to take into account househlzédasid composition using the
modified OECD equivalence scale. However in theeggions we use a logarithmic
specification of unequivalized net income, moresgere to variations at the bottom
of the income distribution and we control diredtty household size and composition.

The other explanatory variables are education I€iel less or more than
secondary high school), employment status (i.e.l@yegd, unemployed or inactive;
experience of unemployment in the previous yeagglth status (i.e. good or bad),
membership of clubs and societies, housing teniuee living in own house, own
house with outstanding mortgage, rented house em-rented house) and social
transfers. Some of them refer both to the househeddl and the household members.
In the first case, we have derived the person respte for the household considering
the demographic structure of it and not the refeegrerson provided by the ECHP. In
the second case we consider the proportion of haldemembers with a given
characteristic with respect to those potentiallitienl for such characteristic.

In order to measure directly the impact of the fgntharacteristics on the
deprivation score we include variables related he family composition, the
proportion of elderly in the family, the numberafults and the square of the number
of children to take into account the increasinggiral effect of each additional child
(Berthoud et al. 2004).

Due to poor quality of the variables related to duication level, these have
been corrected in each country replying the firdbrimation provided in case of

inconsistencies across the panel and modifyingrtfeemation if it does not respect



the minimum age for the achievement of a given elegiThen they have been
aggregated into just one dummy variable referrmghie possession of a secondary
high school level or more.

In order to test whether type and amount of soti@hsfers matter dummy
variables were included for each type of trandigrch dummy takes value one if the
amount received is at least equal to a thresha@tdbrresponds, in each country, to
the 28" percentile of the ratio of the transfer receivad the total annual income.

A dummy variable for each year is also includedhe analysis to control for
common aggregate effects atihe trends. (see Table A8 in Annex | for descvipti

statistics).

4. Deprivation measurement approach and descriptivetatistics

Any deprivation measurement approach concerns riygep way to choose the non-
monetary indicators, the underlying dimensions eprd/ation to be identified, the
aggregation of the indicators into an overall ind&e weighing procedure to adjust it
over time and within countries and the identifioatiof a deprivation threshold. A
review of these measurement issues with many mefeseto international work is
Nolan and Whelan (1996).

Due to the absence of an objective way of choosh indicators, in the
literature the selection has focused on those pesdeby a majority (Townsend,
1979) or those socially perceived as a necessitgadBine Britain studies: Mack and
Lansley, 1985; Gordon and Pantazis, 1997). The eurobindicators should be as
large as possible, so as to avoid the risk of daxrbeing too sensitive to the selection
(Gordon and Pantazis, 1997; Berthoud et al. 206#wever, using secondary
datasets, the choice is often influenced and caingid by the availability of the
variables rather than by a complete representatiothe underlying concept of
deprivation (Coombes et al. 1995). Neverthelegss#iection of the indicators should
take into account the specificity of each countrgach point in time in order to really
represent what constitutes relative deprivatione Experience of the Breadline
Britain studies shows that socially-defined minimstandards vary even within the
short period of seven years (Gordon and Panta@%)1

In order to define different underlying dimensiarisdeprivation, each associated
with a distinct set of indicators, some authorsli@@aet al. 1993, Nolan and Whelan

1996) applied a factor analysis. The analyses «f taper are based on the



classification proposed by Whelan et al. (2001):erity-four non-monetary
dichotomous indicators related to the possessidgheoaffordability of different items
(see Annex | for details) are used to derive thkowong five dimensions of
deprivation:

1) Basic life-styleconcerning food, furniture, clothes, leisure atigg, housing and
financial situation.

2) Secondary life-styleoncerning the possession of durables goods.

3) Housing facilitiesconcerning housing services and facilities.

4) Housing deterioratiortoncerning structural elements of the house.

5) Environmentconcerning amenities of the house and environrheotaditions of
the neighbourhood.

The Current life-style (CLSD) dimension is the combination of thH&asic and
Secondary lifestyle dimensions and thi@verall dimension is the combination of all
previous five dimensions.

Table 1 shows the values of the Cronbach’s alphad other correlation
coefficients in order to test how the items of edehension deal with the underlying
deprivation concept and to estimate their religbil\ common threshold to judge if a
dimension has been identified correctly is 0.6@& talues, related to 2000, range
from 0.65 (Denmark and the Netherlands) to 0.82t(gal) showing a high degree of
reliability of theOverall dimension in particular in countries with a higleprivation
score. The correlation of each item with the otherthe same dimension is uniform
across countries with values slightly higher in Hha&using facilitiesdimension. The
correlation between the lack of each item and theivalent income is always
negative, with values higher in tBasicandSecondarglimensions.

< INSERT TABLE 1 HERE >

In order to derive an index of deprivation relatieeboth the country and the
time we consider the possession of the items seEhaia each country and over time.
Looking at the average number of the items lackinghe Basic dimension, the

differences in absolute values across countriegth(V@irger values in Portugal and

2 Cronbach’s alpha is a correlation index that shoiwes extent to which a set of questions are all
associated with each other. When it is transforfoednalysing the correlation between dichotomous
indicators it is known as KR-20, abbreviation faurder-Richardson Formula 20.



Greece) are evident, as is the slightly decreasargl within each country (see Figure

1),
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FIGURE 1: AVERAGE NUMBER OF ITEMS LACKING IN THEBASIC DIMENSION
(Notes. As for Table 1. Average numbers at housleoel using survey weights)

There are fewer differences across countries insgondary dimension and the

convergence of the Southern countries (i.e. Greléalg, Portugal and Spain) to the

level of other countries is clearer (see Figure 2).
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FIGURE 2: AVERAGE NUMBER OF ITEMS LACKING IN THESECONDARY DIMENSION
(Notes. As for Table 1. Average numbers at houskleslel using survey weights)
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The decreasing trend in the lack of items can bsocated with their easier
availability over time due to lower prices and teghsocial perception of their
importance. This implies the need to update thecatdrs (Gordon and Pantazis
1997) and recalibrate the index over time (Bertheual. 2004).

Starting from the set gfdichotomous indicatorg corresponding to the survey

questions about the possession of a given itetimat and for each household

0 = possession _
I = _ withj=1,...,J
1=nonpossession

different techniques have been applied to derivke@rivation index. Usually it has
been obtained by raw sum of the indicators (Towdséd®79; Mack and Lansley,
1985; Gordon et al., 2000; Whelan et al., 2001¢haetem is given an equal weight in
such an additive scale without any consideratiothefrelative importance of it. Other
techniques recognize the importance of definingdéprivation index in a relative
way without considering any value judgements on shéjective necessity of a
particular item (Muffels 1993, Hallerod 1995). Cdoes et al. (1995) and Berthoud et
al. (2004) used a Z-score technique based on teeag® value of standardised
indicators in each year. In this paper a prevalememhting procedure (Desai and
Shah 1988, Vegeris and McKay 2002 and Vegeris and/RR003) has been applied,
within each country and each wave.

The approach applied in this paper considers thekaproportion of household
having an item in each wave as a weight
H
zlhjt
h=1

H

where the indexh=1,...,.H refers to the households, and it derives a weighte

Pit =1-

indicator for each item

thjt =1 Py
A higher score, corresponding to the percentagkookeholds owning the item, is
given to the most commonly owned item. The finalex is given by the sum of all

weighted indicators

11



In order to be comparable across countries, ibrsnalised dividing it by the sum of

all weights and, for simplicity of reading, it isuttiplied by 100

J
2
3

zpjt

=1
j=1

J

D, = *100

obtaining a score

D,, 0[0,200]
at the household level. As already explained foe tbther socio-economic
characteristics, this index has been attributatdeéandividuals, i.e D, , assuming that

the deprivation level is shared equally among alldehold members (Donnison
1988).

In order to allow the comparability of the indexeowifferent years, Vegeris and
McKay (2002) used always the weight of a givenneziee year. This avoids the extra
variance due to the changes across the yearst does not allow the trend in the
possession of the durables to be considered pyogétilizing country-specific and
time-varying weights, this index compensates farat@ns in deprivation due to the
trend of possession over time and social and @lltlifferences across countries.

It is important to mention that such a deprivatiodex is just an indicator and
not a direct measure of deprivation. It is basedaomveak set of assumptions
(Berthoud et al. 2004), due to the questionablecehof the indicators (McKay and
Collard 2004), their formulation in terms of noricaélability or unwillingness (Mack
and Lansley 1985, McKay 2004) and the focus on smpecific areas of
consumption. As a consequence the minimum valee dero after normalization) is
not a censored point, because it cannot be comrsides the direct realization of the
true and latent deprivation value.

Concerning the deprivation threshold, many sol#ibave been proposed: Nolan
and Whelan (1996) defined as deprived an individutd an enforced lack of at least
one item in the basic life-style deprivation dimenswithout take into account the
relative importance of each item and the other idapon dimensions. Gordon and
Townsend (1990) and Gordon et al. (2000) used reifite specifications of
discriminant analysiso identify the deprivation score that best disaniaes between

deprived and non-deprived people. Neverthelesshigipaper, as in most previous
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work, given the interest in the relationship betwé&some poverty and deprivation,
the income poverty line is used as a guide for degrivation threshold. The
deprivation line is defined in such a way to obtéwe percentage of individuals
“deprived” (i.e. with a household deprivation scaleove the deprivation line) as
close as possible to the percentage of individtmdsr” (i.e. with household income
below the poverty line).

Figure 3 shows the average overall deprivation es@rd the poverty rate
(according to the income poverty line defined a%&f median equivalent household
income) across countries in the year 2000. Eveer dfte prevalence weighting
procedure applied within each country as outlinkeova, the differences are evident.
Denmark had the lowest average overall deprivascare (equal to 5.07) and
Portugal the highest (18.23). Over time the averagerall deprivation score
decreased in all countries but in particular idaine which improved its position in
the country ranking. Although the deprivation scatso decreased substantially in
Spain, Greece and Portugal, they still remain atabttom of the ranking (see Table
A2 in Annex |). Generally the ranking of the couesrby poverty is close to that by
deprivation score with higher average deprivatiothie countries with higher poverty
rate: Ireland is an important exception showingoadr average deprivation than

countries with the same poverty rate.

DK IE NL AT BE Fl FR ES IT EL PT
I:| Average overall deprivation score _ Poverty rate

FIGURE 3: AVERAGE OVERALL DEPRIVATION SCORE AND POVERTY RATE YEAR 2000

Poverty rate (%) according to the income povertg lilefined as 60% of median equivalent household
income. (Notes. As for Table 1)

Looking at other summary statistics of the oveddprivation score across

countries (Table 2), it emerges clearly that theitBern countries face the worse
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situation in terms of deprivation, not only in texrof average values. On the one
hand, considering the proportion of household withemy items lacking (i.e. with a
deprivation score equal to zero), the lowest vadua Greece (1.84%) and the highest
in Denmark (47.54%). On the other hand, the vaktethe top of the deprivation
score distribution (i.e. the $9percentile) range from 31.72 in the Netherlands to
63.41 in Portugal. The different shape of the diation of the deprivation score is
reflected by the measure of inequality of it: coig® with a lower average deprivation
show larger spikes at zero and lower maximum valaed consequently they have a

higher inequality, measured by the coefficient afiation, of the deprivation score.

AT BE DK EL ES Fl FR IE IT NL PT

99" percentile 34,90 36,19 32,45 53,75 42,60 36,29 40,86 3642499 31,72 63,41

Average 6,12 6,49 5,07 172 10,13 7,05 8,05 5,13 10,64 5,622318
S.d. 767 836 7,22 12,7 1007 84 941 801 997 7,39 14,69
% with zero 35,16 36,39 47,54 1,84 21,53 32,86 29,97 46,8301 38,20 7,00

Coeff. of Variation 1,253 1,287 1,424 0,738 0,994 1,192168, 1,559 0,937 1,314 0,806

TABLE 2: OVERALL DEPRIVATION SCORES Y EAR 2000.
(Notes. As for Table 1)

In order to analyse the relationship between incganerty and deprivation,
we define the income poverty line as 60% of medigunivalent household income
and derive the corresponding deprivation line gdaémed above. This allows us to
highlight the mismatch between current and pernsisteeasures of income poverty
and deprivation (see Table A3 in Annex I).

Considering the overall deprivation index, in Figut we can see that the
overlap between deprived and poor individuals,hi@ year 2000, varies from only
23% in Austria to 41% in Portugal. In other wordg% of the poor in Austria are not
deprived, 59% in Portugal and so on. If we lookhat individuals poor and deprived
over the last three years (i.e. respectively irtligls persistently poor and persistently
deprived), the overlap between them decreasesasuiadly in all countries. This
evidence confirms the limitations of income povemyeasures in identifying
individuals excluded by a minimum level of livingasdards (Layte et al. 2000,
Whelan et al. 2002b). However if we consider thaividuals who were persistently
poor but deprived only in the last year, the overleetween them increases,
highlighting the importance of understanding thengeral relationship between
measures of income poverty and deprivation. (Nelaal. 2001, Whelan et al. 2003).
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It reinforces the opinion that a long term perspecshould always be considered in

order to determine living standards levels withextessive attention to short term

movements into and out of income poverty or depiova(Berthoud et al. 2004).

Considering other sub-indices of deprivation, thematch is minimized even if the

overlap is always far from perfect (Layte et alo@p
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FIGURE 4: OVERLAP BETWEEN INCOME POVERTY AND OVERALL DEPRIVATION
(Notes. As for Table 1)

The correlation between deprivation indices andivedent income also

highlights this mismatch. The correlation is alwanegative (Table 3), with values

ranging from 0.19 (for Denmark) to 0.41 (Greeca)t b is lower than one could

expect. In the countries with higher deprivatiorores the correlation is higher:

income guarantees a lower deprivation score inetltesintries than in others. Other

sub-indices of deprivation are more related to imedput not in a relevant way.

House

House

Basic Secondary CLSD o S Environment  Overall
facilities  deterioration
AT -0,23 -0,12 -0,25 -0,08 -0,08 0,02 -0,20
BE -0,24 -0,18 -0,25 -0,10 -0,07 -0,04 -0,22
DK -0,20 -0,16 -0,22 -0,03 -0,05 -0,05 -0,19
EL -0,45 -0,25 -0,45 -0,20 -0,19 0,01 -0,41
ES -0,39 -0,25 -0,39 -0,08 -0,13 -0,01 -0,32
FI -0,29 -0,17 -0,30 -0,08 -0,05 -0,05 -0,26
FR -0,38 -0,25 -0,38 -0,11 -0,12 -0,05 -0,33
IE -0,32 -0,22 -0,32 -0,04 -0,11 -0,07 -0,28
IT -0,43 -0,18 -0,42 -0,05 -0,11 -0,08 -0,36
NL -0,25 -0,17 -0,27 -0,01 -0,11 -0,05 -0,24
PT -0,47 -0,34 -0,47 -0,21 -0,19 -0,02 -0,40

TABLE 3: CORRELATION BETWEEN INCOME AND DEPRIVATION INDICESY EAR 2000.
(Notes. As for Table 1)
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The extent of the overlap between income poverty @eprivation and the
correlation between them suggests that income memsaf poverty identify those
suffering from low living standards more accuratglythe poorest countries than in
the others.

Nevertheless if we focus on the bottom of incongdritiution we can observe
that in all countries with the exception of Denmdhe Netherlands, France and lItaly,
the average deprivation score of the poorest iddads is lower than that of some
richer individuals. Figure 5 shows a local polynahremooth of the average overall

deprivation score within the first ten two-percenthcome bands.
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FIGURES: RELATIONSHIP BETWEEN INCOME AND OVERALL DEPRIVATION AT THE
BOTTOM OF INCOME DISTRIBUTION
(Notes. As for Table 1)

A number of common reasons can be suggested Bstinprising relationship
and for the mismatch between income poverty andivipn as well: short term
fluctuations of income not immediately reflecteddeprivation indicators, availability
of resources previously purchased, past outlayshdéarse or durables, accumulated

savings or ability to borrow, support and non-clashefits from family, neighbours or



public institutions, lower expectations of the pegirin terms of durables, facilities
and social activities (Mayer 1993, Bradbury et28l01). Moreover at the bottom end
of the income distribution, reported expenditureften much greater than reported
income (Adkin 1994) and also measurement errorsbeamore frequent (Rendtel et
al. 2004). Another reason can be related to theetifiat low income individuals are no
longer aware or too embarrassed to recognize thweir unaffordability of having
items which most people have. On the contrary,ratigividuals with higher income
can report lack of a given item due to priority Spending money on other items
(Perry 2002).

5. Econometric model
In order to explore the socio-economic determinanfitsleprivation, exploiting the
longitudinal nature of the dataset, we can spethiy following two-way error

component model

D,=a+x,p+y, +v, +¢&, 1)
The indexi =1,...,N refers to the individuals while the indéx1,....T refers to the
waves.D , is the deprivation index obtained by the prevalemeghting procedure
as explained in the previous section and it allessto model deprivation without
setting any arbitrary or income-based threshald.is a vector of covariates that

determine the deprivation level. They include theome of the household) (human
capital endowment<], labour market statug)( health conditionsHe), house tenure
status Ho), social transfers receive®)(and some household control variabl€3. (
We include both the current and lagged values o$tnod the variables given the

importance of the past socio-economic situatiorthenlevel of current deprivation.

¥, is a time-specific effect that it is treated inghgl dummy variables for time

periods among the other regressaysis the individual-specific unobserved effect: it

differs between individuals but, for any particuiladividual, it is constant over time.
It captures individual unobserved heterogeneityy.(esocial condition, wealth,

opportunities, life skills, support networks, unoejed income) that usually it is not
possible to control for in a cross-section analysjsis the error term with the

standard properties: zero mean, no serial coroglathomoskedasticity, zero

correlation withx, and withv, .
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Given the nature of the index as just an indicatiod not a direct measure of
deprivation, we implement linear regressions rathan use other specifications, such
as Tobit, that would be appropriate if the indexeva direct measure of deprivation.
In this case the index would present a censoringt @s being the realization of the
latent variable that, at least in principle coutdwiame negative values. Our deprivation
index is an indicator that has a large spike ab #eall countries corresponding to the
value at which the individuals have all items cekby the survey questionko take
into account heteroskedasticity and to relax treu@mption of independence within
household (i.e. individuals from the same housebald have the same observations)

we computed the robust standard errors adjusted@lustering by household.

Averaging over time the equation 1) considerin®, ,X;,¢&

— &
whereD, =" D, /‘I’i we obtain
t=1

D, =a+xp+(v +£) 2)
whose OLS estimation gives us the “between” esb'mfagE.
Subtracting equation 2) from 1) we have
(D, =D)= (X =% )+ (& ~&) 3)
the estimates of which provide fixed-effects, orithin” estimator, B . The

parametera remains not identified. If we add in grand means. E,;,\_/and;,
= N Ti N = = _ =
whereD=>" > D, /> T, such thatD =a +xp+v+¢ ) to the left- and right-
i=1 t=1 i=1
hand sides of equation 3) and we asswm@ it follows that
(Dn_D_i+B):a+(Xn_Z+>=<)l3+(5n_;+;) 4)
the estimates of which provide the same fixed-eﬁfestimatorﬁFE we would obtain
from 3) but also an estimate of parameter
The random-effects estimatﬁrRE, is a weighted average of the between and

within estimators and it can be obtained as OLBnesor of the transformed model

(D, =9D, )= (L-9)a +(x, =%, )p +{(L- IV, +(&, —I&, )} 5)
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o 2 , , .
whered =1—(2—€T2J is a function of the variance of ande, . If the variance
o +To,

\

of v, - 0thend - Oand the random effects estimator would convergéegooled

OLS estimator of the equation 1). Tf - o thend - land the random effects
estimator would converge to the fixed effects eaton
The random effects approach assumes that the uweldsmdividual effects are

uncorrelated with regressors, iE(v, |x,) = , @hile the fixed effects specification

relaxes this condition. Which assumption regardimg correlation of the individual
effects is more appropriate is a debatable issuwege®er the fixed effects approach is
costly in terms of degrees of freedom lost, but tdmedom effects model can suffer
from inconsistency due to omitted time-invarianti@ales.

The Hausman statistic given by

H = (ﬁFE _ﬁRE)I[Var( ﬁFE) - Var(léRE)]_l(ﬁFE _ﬁRE)
can be used to compare directly the fixed effestamator with the random effects
estimator testing the assumption that individudeat are uncorrelated with the

regressors. Under the null hypothesis
Ho: E(v[x,)=0
the test statistic is distributed gag with k equal to the number of elementginif

the null hypothesis is not rejected, the individedfects are uncorrelated with
regressors and both the random effects and thd &iects estimators are consistent,
but the former are efficient. If the individual effts are correlated with regressors, the
fixed effect estimator is consistent while the ramdeffect is not. Nevertheless the
robustness of the fixed effects estimator can ledess if the variables do not vary
much over time.

To facilitate cross country comparisons and to @xpthe role of the main socio-
economic determinants in explaining the deprivatidferentials across Europe, we
adapt the well known decomposition of gender wagp mtroduced by Blinder
(1973) and Oaxaca (1973). From the estimates ofntloeel represented in the

equation 1) we can derive
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where D © and x° are respectively the average value of the predidégdivation score

and the covariates in the country and @° and fic are the estimated coefficients.

After some algebraic manipulations we can write dieprivation gap between two

countriesA andB, in the following form:

DE - D* = (G° - G") +x (B —p*) + (x® —x "B  + (¢ -xB° -B*) )

GAP Constant Coefficierts Endowments Interaction

|

In the equation 6), thénteraction term depends jointly on both differences
between coefficients and endowments. The allocaifdheinteractionterm depends

on the choice of the reference country and we eamite the equation 6) as

—xMp +[x=5(fs5 B XA —fs’*)} (&% -a") 7)

NB _ DA —(yB

D® -D"=(x
where fi is the vector of coefficients of the benchmark doynif we opt for the

lower deprivation country (i.e. countr®X) as benchmark for the analysis of the

deprivation differentials across countries (judgig reasonable a reduction of the

deprivation of the high deprivation countrﬁ—ﬁ is positive and the equation 7)

can be written as

NB _ A = (B

B_PA— _=A"A =BAB_AA ~B _ ~A
D" -D"=(X"-x")p" +x"(B" -p")+(a”" -a") 8)
GAP Charactestics Returns Constant

where the difference in deprivation attributablethe characteristics corresponds to
the endowmentand the difference attributable to the returngesponds to the sum
of coefficientderm andnteractionterm.

The deprivation gap attributable to the charadiessis the value of the
differences in characteristics evaluated by theeloweprivation country equation
while the part of the gap attributable to the nesurs the value of the difference
between the high and low deprivation country’s équs evaluated at the mean
endowment of the high deprivation country (courg)y

Both parts of the gap can be split into contribogiof each regressor. Oaxaca
and Ransom (1999) show that for the unexplainet tharsubdivision into separate
contributions, in case of categorical or dummy atles, is sensitive to the choice of
the reference group. Yun (2005) proposes a solutgnutilizing normalized
regressions and identifying both the constant dhtha coefficients of categorical

variables. In other words he considers the coeffits of constant and categorical
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variables that reflect deviations from the grandameather than deviations from the
reference category. It is an averaging approackedas the average estimates of
constant and categorical variables as obtained iEfgreht regressions varying
reference groups. With this method we can decomploseaverage differential in
deprivation between each country and the benchnuemi into differences in
characteristics, returns and constant term. Thectamponent reflects factors omitted

by the model or any country specific element.

6. Empirical evidence

In order to explore the role that income but alfoep economic attainments
have on the level dDverall deprivation an individual faces, we ran both randand
fixed effects regressions for each coufitrps seen in the previous section these
estimators allow us to control for unobserved ctiarastics of individuals. Moreover,
considering each country separately we can anéhgsstrength of the relationships in
each country controlling for unobserved countryeddénces. We present the results of
random effects regressions in Table 4 and the teesilfixed effects regressions in
Table 5.

< INSERT TABLE 4 and 5 HERE >

The Hausman specification tests, comparing thedfixiects specification with
the random effects specification, suggest a preterdor the former in all cases. The
statistics, reported at the bottom of the Tableirfslicate rejection of the null
hypothesis of individual effects uncorrelated widgressors. However although we
have a general preference for the fixed effecisnesés given that the assumption on
individual unobserved effects has been confirmedthyy Hausman statistics, we
discuss both the specifications. On the one haadixted effects estimates may reveal
important effects of time varying variables dueatoimprovement or a reduction in
the endowment of such variables. On the other llamdandom effects estimates are

more informative for variables that do not vary inwwer time.

®We also ran both random and fixed effects regnessconsidering as dependent variable either the
Basicdeprivation index or th€urrent Life Styleleprivation index. We present the results in T#de

A6 in Annex |. Even if most of the effects on deption index are stronger the main relationships
between covariates do not differ substantially fiiiwse presented in the paper from the regressions
the Overall deprivation index.
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The first important relationship to be analyzed bistween deprivation and
income: as discussed above we include in the reigresthe current values of income
and the values related to the two previous yeasseXpected deprivation and income
are negative associated: in all countries the aoefits of random effects estimates
are statistically significant and, with the exceptiof Belgium and the Netherlands,
the impact of the first lag of income is strondeaurt of the current income. The same
effect is confirmed by the fixed effects estimatagen if the coefficients are not
significant for Ireland and in part for Greece. Mover, in most of the countries the
coefficients of the second lag of income are stitistically significant: this confirms
that generally changes in deprivation score dorafiéct contemporary changes in
income.

Concerning the employment status of the househelhthe coefficient of
being unemployed from the random effects speciboatis always statistically
significant and positive. The impact of being imaet(mainly retired) is statistically
significant and positive in all countries with te&ception of Austria, Belgium and
Italy but it is always smaller than that of beingemployed. The coefficients of the
fixed effects model reveal that moving into and a@fitthe labour market is as
important as being in or out of it and becomingcthee has a significant and positive
impact in Denmark, France, Greece, the NetherlaRdstugal and Finland. In the
random effects specifications the effect of houtklhead being unemployed in the
previous year is statistically significant in madtthe countries but generally smaller
(except in Austria) than the effect of a currenseaice of job. It reveals a different
timing in the impact of the lagged variables onrdegtion score: the delayed effect of
income is stronger than that of current but itas mue for the delayed effect of past
unemployment.

The deprivation score and the proportion of peaplevorking age employed in
the household are negatively associated even thaenrandom effects specification,
statistically significant only in some countriese\nrtheless from the fixed effects
modelit is evident that in Denmark, Finland, France, €8s Spain and Portugal if
the proportion of person employed increases in hioeisehold the impact is
statistically significant and even stronger.

A secondary high school qualification or more hasiraportant, and negative,
effect on the deprivation score considering bothdétiucational level of the household

head and the proportion of people with a high etiocal level within the household
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(in all countries with the exception of Denmark dfidland where the coefficients
from the random effects specifications are negalive not significant). The fixed
effects coefficients are statistically significamtly for few countries revealing the
difficulties to capture the impact of the achievertnef a new educational level.

As expected, the deprivation score is smaller & Household head and other
members have a good health status. The effectadthhstatus in the previous year is
smaller in all countries with the exception of faindl. From the fixed effect model it is
clear that an improvement in the health statusnigortant in terms of deprivation
reduction.

The housing tenure affects the deprivation scorallincountries with a clear
penalty of living (from the random effect specitiom) or moving (from the fixed
effect specification) in rented houses rather thrman own house. The coefficients
related to the presence of an outstanding mortdageot have the same pattern in all
countries revealing a different impact of this fical instrument: in the fixed effect
specification they are negative in Belgium, Denmadhle Netherlands and Portugal.
The coefficients associated to a free-rented hawsealways positive (except in the
Netherlands) reflecting the generally poor naturéhese houses.

Membership of clubs or associations has a stadltisignificant and negative
impact on deprivation score (in the random spediin) in all countries with the
exception of Greece, Finland, France and the Nietinds.

From the random effects specification it emerges thceiving social assistance
transfers has a significant and positive impactéwen countries and the effect is
clearly bigger than that related to other sociahsfers. Nevertheless private transfers
and unemployment benefits are significant in mdsthe countries. While social
transfers are generally associated with higher idajion, old-age benefits, ceteris
paribus, have a negative effect on the deprivasicore (significant in all countries
with the exception of Greece, Spain and Portuddigir effect is related to that of
age: households with a larger proportion of oldgbedace a lower deprivation score.

The effect of family composition is quite clear countries: other things
equal, the larger the number of adults, the higherdeprivation score the household
faces with a bigger impact of the number both aflsdand children in the Southern
countries. The effect of being lone parent is digant and positive in all countries
and also the fixed effect specifications revealtatigically significant effect of

becoming lone parent in Belgium, Denmark, Franpairsand the Netherlands.
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Following the approach proposed by Yun (2005) antlired above we can
show the extent to which the predicted deprivaiiap between each country and
Denmark is attributable to differences into chaggstics, returns and constant term,
as shown in the equation (8). We start from themedes of the fixed effects models
and we select Denmark as benchmark because itheabwest average predicted
deprivation level but also one of the highest mawmomes (with the exception of
Austria and Belgium), the highest percentage ofskbold heads with a secondary
high school level or more and a “positive” combioat of employment status
conditions of household heads and other membernrins of housing conditions it
shows a very high percentage of households living ihouse with an outstanding
mortgage.

Figure 6 and Table 6 show the absolute contributibcharacteristics, returns
and constant terms (i.e. the terms of the rightdhside of the equation 8)) to the
deprivation gap of each country (i.e. the left haitk of the equation 8)) with respect

to Denmark.
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FIGURE 6: DECOMPOSITION OF DEPRIVATION GAP
(Notes. As for Table 1)

The contribution attributable to differences in idweristics is always positive:
this means that part of the deprivation gap is twugenerally lower averages of the
socio-economic variables in each country than inna&k. This component

increases, in absolute value, as the total diffeehetween two countries increases.
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It explains the whole difference (or even a sligh#rger difference reduced by the
returns component) in the Netherlands and halfiifierential between Denmark and
Ireland (49%) but also more than 20% of the diifieee between Denmark and
France, Italy and Spain.

The component attributable to returns does nobvola clear pattern across
countries: it is negative in six countries, the idgtands, Finland, Belgium, France,
Spain and Greece, where the aggregate effect ab-sconomic determinants
contributes to reducing the deprivation gap.

The component attributable to the constant termoisitive in all countries
and, as expected, it is bigger in the Southern trmsn This component reflects the
huge large differences between European counamesin particular the specificity of
Spain, Greece and Portugal, that cannot be expldiyecommon socio-economic

variables.

NL AT Fl IE BE FR IT ES EL PT
Predicted Deprivation 5.65 6.75 7.42 7.42 7.76 9.02 11.28.4Q 19.62 21.27
GAP* 0.26 1.36 2.02 2.03 2.37 3.63 5.81 8.01 14.22 15.88
Decomposition of the GAP:
Characteristics 0.52 0.20 0.32 1.00 0.39 0.82 1.32 1.66 1.82.59
Returns -2.41 0.86 -2.03 0.71 -0.44 -0.51 0.22 -4.00 -3.96 30 0.
Constant 2.15 0.31 3.73 0.31 2.42 3.32 4.27 10.35 16.36 12.99

* with respect to predicted deprivation in Denmeuthich is equal to 5.39

TABLE 6: DEPRIVATION GAP
(Notes. As for Table 1)

The following Table 7 shows the percentage contidiouof the variables
groups in explaining the deprivation gap. Condiéiloan the choice of the variables
included in the fixed effects models, we can seedktent to which each group of
factors, in terms of both characteristics and returis responsible for the gap.
Focusing on the role played by the all income \@deis (i.e. including current and lags
income values), they contribute in a percentaggingrfrom around -400% in the

Netherlands to around 245% in Ireland.
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NL AT Fl IE BE FR IT ES EL PT
Income -407,44 22553 14,50 246,41 105,12 11,69 30,82 910;85,79 6,61
Family composition
and club membership -37,85 -25,28 -14,39 22,26 -24,98 16,26 28,34 27,25 19,4453 5,
Education -143,56 -45,88 -18,70 -6,54 -8,21 10,18 3,72 1,860,91 3,43
Employment status 7,06 -13,19 -11,41 -29,59 28,11 -3,86 ,24-2 4,84 -2,20 0,91
Health condition 165,34 -66,31 -1581 -96,56 -6,40 -11,827,37 -25,32 -15,12 -8,62
House tenure 462,63 62,92 23,77 33,27 2369 2264 6,67 0,1®,88 3,02
Social Transfer -772,75 -65,67 -56,24 -92,54 -120,72 2B6,-13,23 -28,16 -1,72 7,42
Time -9,81 6,88 10,80 7,80 1,25 -0,32 -0,15 1,08 0,43 -0,13
Constant 836,37 20,99 167,50 15,47 102,14 91,54 73,45 82914,99 81,83
Total 100 100 100 100 100 100 100 100 100 100

TABLE 7: CONTRIBUTION OF VARIABLES GROUPS TO THE DEPRIVATION GAP
Values in percentage terms. (Notes. As for Table 1)

In order to explore the reasons for cross coungpridation gap we now

provide more details of the contribution of inconeglucational level of household

head, employment status and housing conditionghdrfollowing graphs the values

show the extent to which each variable, in termsclodracteristics and returns,

contributes to the deprivation gap.

In some countries, where a lower mean income thd&enmark contributes to

increase the deprivation gap (Figure 7), the incoetern contributes to reduce this

differential. In particular it is true in Portug&yreece and Spain (especially due to the

contribution of the first year lagged income), Bimil and the Netherlands where an

increase in income helps to close the gap. On tiher dvand in Belgium and Austria,

where a higher mean income contributes to redueaéprivation gap, the effect of

an increase in income reduces deprivation lessithBenmark.

Considering the impact of characteristics and retuthe income variables

contribute to reduce the gap in the NetherlandegGe and Spain (see Table 6).
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FIGURE 7: CONTRIBUTION OF INCOME VARIABLES TO THE DEPRIVATION GAP
(Notes. As for Table 1)

In all countries the employment status conditiontted household head (in
terms of being employed, unemployed or inactiveptgbutes to increase the
deprivation gap (Figure 8). However the penaltyldemg inactive is lower in most of
the countries: especially in Italy, Ireland and #ias Being employed reduces the gap
more in Greece, Ireland and Finland but it is |psstective in Belgium, Spain and
Austria. The country that shows the biggest penaltygleprivation terms of being

unemployed is Ireland.
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FIGURE 8: CONTRIBUTION OF EMPLOYMENT STATUS OF THE

HOUSEHOLD HEAD TO THE DEPRIVATION GAP
(Notes. As for Table 1)

The employment condition of other household memlexdains a positive

part of the deprivation gap (Figure 9). HoweverFimland, Portugal, Greece and
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France the effect of a bigger participation of lehad members in the job market

helps to close the gap with Denmark
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FIGURE9: CONTRIBUTION OF EMPLOYMENT STATUS OF THE

HOUSEHOLD MEMBERS TO THE DEPRIVATION GAP
(Notes. As for Table 1)

In all countries the house tenure status is imporia order to explain the
deprivation gap (Figure 10). Generally living ith@ause with an outstanding mortgage
or provided rent-free contributes to increase theridation differential while living in
an own house or in a rented house reduces it. dnStbuthern countries (Portugal,
Greece, Spain and Italy) and in Finland the eféécdwning an own house reduces the
deprivation gap. Having an outstanding mortgageiced the gap in Portugal and the
penalty in Spain and Greece is lower than in otloantries.
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FIGURE 10: CONTRIBUTION OF HOUSING TENURE TO THE DEPRIVATION GAP
(Notes. As for Table 1)
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Family related variables (in terms of number oflegjichildren, age of members
and family type) explain the gap much more in tewhgeturns than in terms of
characteristics (Figure 11). The effects are dedlfferentiated in two blocs of
countries: in the Southern countries, in France laeldnd family related variables
increase the deprivation gap. In the other coumfaeily related variables contribute

to reduce the gap especially in Belgium and Finand.
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FIGURE 11: CONTRIBUTION OF FAMILY VARIABLES TO THE DEPRIVATION GAP
(Notes. As for Table 1)

As already noted, the constant term plays an imaportole in explaining the

deprivation gap, including any factors not captusgdhe model (Figure 12). It can be
seen as a measure of the unobserved difference®dretEuropean countries: it is
relevant in explaining the deprivation gap espécia Greece, Portugal and Spain.
Austria and Ireland show the smallest constant tetfma deprivation gap can be
reduced substantially by acting on the economitofaacaptured by the model.
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FIGURE 12: CONTRIBUTION OF THE CONSTANT TERM TO THE DEPRIVATION GAP
(Notes. As for Table 1)
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7. Summary and conclusion

The results of the longitudinal analyses conducigidg the ECHP survey show
that in all European countries, measures of incopowzerty and deprivation
summarize dissimilar phenomena and identify difiereubjects as being at risk of
low living standards. They show the relative ind&pilof income to explain the
multidimensional nature of poverty. We started logkat some raw relationships
between income and deprivation.

Average deprivation levels are consistent with fh&verty rates with the
exception of Ireland. Moreover they follow the ftitamhal welfare regimes
classification with higher levels in the South. dlt countries the deprivation level
decreases over time even considering the weightiitigin each country and each
year. As seen in the Section 4, it may depend oanaber of reasons: the fixed set of
the indicators used in the construction of the w@gion index, the durable nature and
lower prices over time of some of them. This canb@tinterpreted as a success in
eradicating deprivation.

There is mismatch between income poverty and dafioiv everywhere even if
in the income poorest countries it is less eviddritis mismatch confirms the
limitations of income poverty measures in identifyiindividuals excluded by a
minimum level of living standards as measured gy gblected indicators. This is in
part due to the different timing of the phenomeaptared by income and deprivation
measures.

Focusing on the bottom of the income distributisnmost of the countries the
poorest individuals are not the worst-off in terofsdeprivation. It can be due to
lower expectations and requirements of the poomesterms of social life and
durables, changes in income not reflected in depioa or measurement errors.

To sum up, these first raw relationships show #lative inability of current
income to explain the multidimensional nature ofvgmy and the need for
complementary indicators. From the estimates @diand random effects models we
can quantify the role of the socio-economics deiteamts, other than current and
lagged income, in explaining deprivation.

First, changes in income and deprivation do nattstrcoincide and lagged

income has a larger effect than current incomes Bhipports policies in favour of
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individuals in long term poverty status rather thhose suffer from short fluctuation
of their own income in all countries with the extiep of Austria, Belgium, Denmark
and the Netherlands. In Ireland the Fixed Effecisfficients of income variables are
not statistically significant because of the lirditeariability of income across waves.

Second, moving into and out of the labour marketmportant both for the
household head and other members and employment stéso has a significant
delayed effect, although it is weaker than thanobme. Also controlling for the fact
that individuals with a job have higher income, éogment is a protection against
low living standards and it confirms the potentialidity of in-work policies.

Third, home ownership (with or without an outstamgdimortgage) has an
important impact on deprivation, capturing the etifeof different current housing
costs and asset formation: it should encourageaatign to increment the capacity of
individuals to own their home by fiscal and finaacpolicies to have access to
mortgage.

Moreover, a higher qualification (secondary schopluniversity degree) and
health policies play an important role, other tisingeing equal, in reducing the
deprivation score.

The effects of receiving social transfers, aftéovaing for a given income, show
that income sources, and not only the amount, raakfference.

Moreover the inverse relationship between age amivhtion incremented is
also reinforced by the effect of receiving old-dgnefits: this can be attributed to a
number of specific behaviours of old people. Thegyrhave adopted a thrifty life
style, accumulated durable goods and built up asdeting their life in order to
prevent lack of resources in the old age and tkeynsto be less vulnerable than other
categories. On the contrary, lone parents showléya be considered as a primary
focus of concern.

The decomposition of the deprivation gaps betweemties show which socio-
economic factors, other than income, explain thpridation differentials across
Europe. Denmark is the benchmark country with tbeelst average predicted
deprivation level but also the most favourable emoic indicators: it implies that part
of the deprivation gap is attributable to worsergguic situations than in Denmark.
The main differences across countries are in garbatable to mean characteristics
and returns of each socio-economic determinantlsat to a fixed country effect not

captured by the model. Nevertheless the same \Vesiabave much more
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differentiated effects across Europe highlighting,some countries, space for the
implementation of new policies.

On the one hand the Southern countries show sonperiant peculiarities.
Increases in income (except in Italy), achievemanhigher education and home
ownership have a stronger effect on reducing therickgtion gap than in other
countries. In Spain, Portugal and Greece particpah the job market of household
members helps to reduce the differential as welh e other hand, family
composition has a worse effect on deprivation tihasther countries. However, these
countries also show the biggest fixed country effemt captured by the model: it
explains from 25% of the gap in Italy to 45% in fagal confirming the heterogeneity
of these countries from the rest of Europe.

On the other hand, Austria and Ireland, two coestmvith a low deprivation
level, show a very small fixed country effect. Ither words, they could potentially
close the deprivation gap focusing on the socigienuc factors captured by our
model. In these countries, an increase in incontethe effect of home ownership,
with or without an outstanding mortgage, are leBsc@ve in reducing the gap.
Concerning the employment status of the househeltihireland shows also the
biggest penalty of being unemployed. Moreover hdlahares the same effects of
family composition with the Southern countries.

From a policy point of view, three main points egeefrom these results. First
they imply that, in order to fight social exclusjomcome policies should be
accompanied by more comprehensive policies inctudemployment, education,
family, housing and health programmes. Secondyviddals in long term poverty
status rather than those suffer from short fluotwmadf their own income should be
considered as a primary target of concern. Thire different phenomena captured by
income poverty and deprivation measures should abkent into account in the
definition of the eligibility criteria of the puldipolicies.

In order to evaluate the ability of the differenelfare regimes to prevent and
deal with deprivation, the dynamic of deprivationterms of short and long term
effects of the socio-economic determinants on wush be investigated. Such a
dynamic analysis should consider the persistencdepfivation over time and the
impact of the determinants given the initial deption conditions.

32



References

Adkin, N. (1994) Characteristics of the bottom 24 pent of the income distribution
in J. Church (Ed.)Social Trends 24London: HMSO Central Statistical
Office.

Atkinson, A. B. (1975)The Economics of InequalityOxford: Oxford University
Press.

Atkinson, A. B. (2003) Multidimensional deprivatiooontrasting social welfare and
counting approachedournal of Economic Inequality. 51-65.

Atkinson, A. B., Cantillon, B., Marlier, E. and Nwol, C. (2002)Social Indicators.
The EU and Social Inclusio®xford: Oxford University Press.

Berthoud, R. (2004patterns of poverty across Eurofristol: Policy Press.

Berthoud, R., Bryan, M. and Bardasi, E. (2004k relationship between income and
material deprivation over timd.ondon: DWP, RR 219.

Blinder, A. (1973) Wage discrimination: reduced nforand structural estimates.
Journal of Human Resourc&s 436-55.

Bradbury, B., Jenkins, S. P. and Micklewright,2D(Q1) Conceptual and measurement
issues in Bradbury, B., Jenkins, S. P. and Mickightr J. (Eds.),The
Dynamics of Child Poverty in Industrialized Cousfi Cambridge:
Cambridge University Press.

Callan, T., Nolan, B. and Whelan, C.T. (1993) Reses, deprivation and the
measurement of povertyournal of Social Polic2(2): 141-72.

Coombes, M., Raybould, S., Wong, C. and Opensha{4,995) Towards an index of
deprivation: a review of alternative approachesl981 Deprivation Index: a
review of approaches and a matrix of resultsndon: HMSO Department of
the Environment.

Department for Work and Pensions (200B)asuring child povertyLondon: DWP.

Desai, M. and Shah, A. (1988) An econometric apgrot the measurement of
poverty.Oxford Economic Pape0(3): 505-22.

Donnison, D. (1988) Defining and Measuring PoveAyReply to Stein Ringen,
Journal of Social Policy. 17(3): 367-74.

Eurostat (2002)European Social Statistics: Income, Poverty andigdexclusion
THEME 3, Population and Social Conditions. LuxemigotEurostat.

Gordon, D. and Pantazis, C., Eds. (19B7rg@adline Britain in the 1990sAldershot:
Ashgate.

Gordon, D. and Townsend, P. (1990) Measuring theegp line. Radical Statistics
47: 5-12.

Gordon, D., Adeleman, L., Ashworth, K., Bradshaw/L@8vitas, R., Middleton, S.,
Pantazis, C., Patsios, D., Payne, S., Townsen@n@.Williams, J. (2000)
Poverty and Social Exclusion in BritaiMork: Joseph Rowntree Foundation.

Hallerod, B. (1995) The truly poor: direct and iradit consensual measurement of
poverty in SwederEuropean Journal of Social Polig(2): 111-29.

33



Layte, R., Maitre, B., Nolan, B. and Whelan, C.(2001a) Persistent and consistent
poverty in the 1994 and 1995 waves of the Eurog@ammunity Household
Panel SurveyReview of Income and Wealtfi(4): 427-49.

Layte, R., Maitre, B. Nolan, B. and Whelan, C. 20Q1b) Explaining levels of
deprivation in the European UnioAgta Sociological4(2): 105-22.

Mack, J. and Lansley, S. (1988por Britain. London: Allen and Unwin.

Mayer, S. (1993) Living conditions among the paofaur rich countriesJournal of
Population Economic6: 261-86.

McKay, S. (2004)Poverty or preference: what do ‘consensual depwivahdicators'
really meanFiscal Studie®5(2): 201-23.

McKay, S. and Collard, S. (2003) Developing depioma questions for the Family
Resources Survey. DWP WP 18RL: http://www.dwp.gov.uk/asd/asd5/WP13.pdf

Muffels, R. (1993) Deprivation standards and stfidiving indices, in J. Berghman
and B. Cantillon (Eds.)fhe European Face of Social Securivebury:
Aldershot.

Muffels, R. and Fouarge, D. (2004), The role ofdpgan welfare states in explaining
resources deprivatiokocial Indicators Resear@8: 299-330.

National Anti-Poverty Strategy (19973haring in Progress: National Anti-Poverty
Strategy Dublin Dublin: Government Publications Office.

Nolan, B. and Whelan, C. (199@esources, Deprivation and Povert@xford:
Clarendon Press.

Nolan, B., Maitre, B. and Watson, D. (2001) Childcame poverty and deprivation
dynamics in Ireland in Bradbury B., Jenkins S. id Micklewright J. (Eds),
The Dynamics of Child Poverty in Industrialized @ties Cambridge:
Cambridge University Press.

Oaxaca, R. L. (1973) Male female wage differentimisurban labour markets.
International Economic Reviet(3): 693-709.

Perry, B. (2002) The mismatch between income meas@and direct outcome
measures of povertiocial Policy Journal of New Zealaid®: 101-27.

Rendtel, U., Nordberg, L., Jantti, M., Hanish, dnd Basic, E. (2004) Report on
quality of income data. CHINTEX Working Paper 21.

Ringen, S. (1987The possibility of politics. A study in the polticeconomy of the
welfare stateOxford: Clarendon Press.

Ringen, S. (1988) Direct and indirect measuresadMepty. Journal of Social Policy
17(3): 351-65.

Sen, A. K. (19970n Economic Inequality3 edition). Oxford: Oxford University
Press.

Townsend, P. (197%overty in the United Kingdoniarmondsworth: Penguin.
Townsend, P. (1993Jhe international analysis of povertyarvester: Wheatsheaf.

Vegeris, S. and McKay, S. (2002) Low/moderate inedamilies in Britain: changes
in Living Standards 1999-2000. London: Departmemt\Work and Pension,
RR 164.

34



Vegeris, S. and Perry J. (2003) Families and abid2001: living standards and the
children. London: Department for Work and PensRR, 190.

Whelan, C. T. and Maitre, B. (2005) Comparing Pgvand Deprivation Dynamics:
Issues of Reliability and Validity. EPAG WP 53/2005

Whelan, C. T., Layte, R. and Maitre, B. (2002a) tifalé deprivation and persistent
poverty in the European Uniodournal of European Social Policd2(2): 91-
105.

Whelan, C. T., Layte, R. and Maitre, B. (2002b) dfsent deprivation in the
European UnionJournal of Applied Social Science Studi@®: 31-54.

Whelan, C. T., Layte, R. and Maitre, B. (2003) Ptemt income poverty and
deprivation in the European Union: an analysishef first three waves of the
European Community Household Pardelurnal of Social Policyd2(1): 1-18.

Whelan, C. T., Layte, R. and Maitre, B. (2004a) &rstanding the mismatch between
income poverty and deprivation: a dynamic compegatinalysis European
Sociological Revie\20(4): 287-302.

Whelan, C. T., Layte, R. and Maitre, B. (2004b) Btion and social exclusion, in
Berthoud, R. and lacovou, M. (Eds.$ocial Europe. Living standards and
welfare statesEdward Elgar.

Whelan, C. T., Layte, R., Maitre, B. and Nolan,(B001) Income, Deprivation and
Economic Strain. An analysis of the European Conitgutiousehold Panel.
European Sociological Revielwr (4): 357-72.

Yun, M.-S. (2005) A Simple Solution to the Idertdtion Problem in Detailed Wage
DecompositionsEconomic Inquiry43: 766-72. Erratum iEconomic Inquiry
(2006) 44: 198.

35



Annex |

Questions in the ECHP survey:

BASIC DIMENSION
Can the household afford...

... keeping its home adequateiyarm?

... paying for a week's annuabliday away from home?

... replacing any worn-odtirniture ?

... buyingnew, rather than second-harafipthes?

... eatingmeat, chicken or fish(good diet)every second day?

... havingfriends or family for a drink or meal at least once month?
.. paying scheduled rent/mortgage and utility fishehouse?

SECONDARY DIMENSION
Affordability of...

... car
Y,

... video recorder
... micro wave

... dishwasher

.. telephone

HOUSING FACILITIES DIMENSION
Does the dwelling have...

... bath or shower?
... indoor flushingoilet?
... hot runningwater?

HOUSING DETERIORATION DIMENSION
Does the accommodation have...

... leakyroof?
... damp walls, floors, foundations...?
... rot in window frames or floors?

ENVIRONMENT DIMENSION
Does the accommodation have...

... hoisefrom neighbours?

... Shortage o$pace

Is there anyollution, grime, or other environmental problem...?
Is the accommodatiaiwo dark / not enough ligh®?

Is therecrime or vandalismin the area?
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1994 1995 1996 1997 1998 1999 2000
AT - 6764 6570 6227 5896 5521 5318
BE 6346 6141 5796 5409 5083 4792 4358
DK 5229 4820 4370 4061 3823 3739 3744
EL 11883 11254 10627 9698 8970 8999 9090
ES 15926 14902 14035 13123 12433 11920 11470
Fl --- -—- 7802 7178 6757 5373 5420
FR 12919 12422 11643 11090 10553 10002 9740
IE 8895 7807 7132 6595 5712 4708 4217
IT 16648 16801 15893 14991 14707 14060 12906
NL 9083 9086 9102 8755 8515 8460 8364
PT 11095 11220 11110 10922 10890 10768 10689
TABLE Al: SAMPLES SIZES
(Notes. As for Table 1)
1994 1995 1996 1997 1998 1999 2000
mean rank mean rank mean rank mean rank mean rank mean rankn meak
AT - - 7.89 3 7.50 3 7.06 3 6.48 3 6.38 4 6.12 4
BE 8.87 3 9.04 5 8.19 4 7.94 5 7.49 5 7.11 5 6.49 5
DK 6.85 2 5.82 1 5.89 1 5.34 1 5.37 1 5.29 1 5.07 1
EL -- 2152 9 2049 10 19.88 10 1853 10 1856 10 17.20 10
ES 1731 7 15.39 8 1498 9 1426 9 1247 9 1163 9 10.13 8
FI - - - - 8.78 6 8.08 6 7.52 6 7.58 6 7.05 6
FR 10.98 5 9.96 6 9.75 7 9.11 7 9.22 7 8.38 7 8.05 7
IE 10.14 4 8.80 4 8.72 5 7.79 4 6.70 4 6.09 3 5.13 2
IT 1232 6 1182 7 1169 8 11.69 8 1144 8 10.81 8 10.64 9
NL 6.63 1 6.25 2 6.35 2 5.88 2 5.38 2 5.32 2 5.62 3
PT 24.57 8 23.39 10 2236 11 2200 11 21.07 11 1980 11 18.23 11
TABLE A2: OVERALL DEPRIVATION SCORE AND RANKING
(Notes. As for Table 1)
1994 1995 1996 1997 1998 1999 2000
AT --- 30.18 28.92 27.21 27.96 26.84 23.16
BE 32.57 33.83 34.99 33.55 29.81 30.59 31.60
DK 17.94 20.98 18.01 21.39 20.54 20.84 24.38
EL - 37.42 40.41 36.56 36.79 38.12 38.21
ES 38.62 38.02 38.28 36.67 37.70 33.53 34.07
Fl - --- 21.01 27.36 28.27 28.46 30.03
FR 40.00 32.69 37.51 38.21 39.28 37.26 36.71
IE 33.88 34.71 39.39 36.63 35.94 39.44 34.03
IT 39.68 42.69 37.58 40.72 42.12 39.10 39.36
NL 31.55 35.49 35.81 32.86 32.41 27.14 28.70
PT 43.61 41.04 39.88 39.05 37.82 37.83 41.22

TABLE A3: OVERLAP BETWEEN INCOME POVERTY AND DEPRIVATION

Values in percentage terms. (Notes. As for Table 1)
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AT BE DK EL ES Fl FR IE IT NL PT
Income 2.869%% 37385+ -1.744%% 4.434% 40084 3,006 -4.426% -1.820%* -4.210%% -3.254%% 34745
Last year's income -3.078% 2,646 2,721 -10.BF -6.4514% 4,941 5.026%* -2.888%* 5587 -3 372k .4 450
Two years' ago income -0.982%+ 1448+ 0364  -3.456 -1.576%* -1.153** -0.880"* -1.559%* 2178+ .0.9 21%* -1.817
Higher education hh head ~ -3.296% -1.513%+ -1.113* 7.945%* -3434%= .1 889"+ .2.607** -2.139%* -4,007** -2513%* -4941%*
Higher education ratio -1.689%% -1.303% -0.222  -4.805 -4.087% -1764* -0.841% -1.981%* 2,610 -1.17 0% -4.351%*
Unemployed hh head 46420+ 5325 5125w 8266+ 3536 5565 5108 6335%* 86354 5.990%* 1.9 51%
Inactive hh head 0.906 1.721%  3.338% 3.136%* 1.770% 1.986** 0.398 2.384%%  1.313%% 23160 2,020
Employment ratio 0397 0014 0433 -2.7617* -0.088 28 -1.0777* -1.043% -2.017** -0.445  -1.087*
Past-unemployed hh head ~ 2.446%  2.814%  1.941%% 2.447% 2352+ 2484%* 3355%+ 3134%+ 2493+ 2418 1203
Past-employment ratio 0626  0.031 -0.199 1218  0.938"0.563 -0.074  0.339 -0.243  0.406 0.889%
Good Health hh head 31917 -4,536%% -1.605% -4.698 -3.227+% -2.286% -3.267%% -3.378%% 3907+ -3, 2530k D 374w
Health ratio -1.107  -0.268  -0.455  -3.888%* -3.462* 28 -0.668  -0.754  -3.016** -0.944* -1.969%*
Past good Health hhhead ~ -3.062*%* -2.933%% -1.889% 2.187** -2.013%* -3.656%* -2,149%* -1.077  -0.912* -1.211* -0.804*
Past-health ratio -0.655  -0.286  -0.486  -1.725% -2.073%0.189  0.117 0841  -0615  -0.041  -0.358
Club ratio -3.010% -1.675%* -0.978+* -1.992% -1700* -0.824*  -0.905** -1287+* -2,103"* -0.427*  -3.109***
Mortgage 0.371 1.545% 1437+ 35725+ 2873 4770 1.830%% 12747 3450w 2277k 1824w
Tenant 1.831%% 4,504%% 2.092%+ 748+ 57850 6.383% 2.976%* 8.6037* 4.898%* 4609 3.379%
House free 0.748 3.052¢ -0.689  3.269%* 2.893%* 1143 0046  0.764 1.931%* -1.046  4.841%*
Private transfers 1.263*  1.845%% 1213 2,678 336 1.479*  0.408 1.009 2.706%* -0.467  1.959%
Unemployment benefits 2,587+ 2,125+ (0,353 5607+ @32+  1.804%% 2065 1496 1.994%* 1503 -0.0 15
Old-age/survivors benefits ~ -1.817+* -1.804* -0.895 810  -0.210  -1.100  -1.760%* -1705** -1119* -0.075  -059
Family-related allowances ~ 0.402 -0.083  0.288 2.725%* 158 2,289 0.475 0.337 0.698 0.080 1.059%+*
Sickness/invalidity benefits ~ 0.227 1407 0193 2122 2.149%* 1523  1319%* 1.136 0.087 1.792%* -0.046
Social assistance 0.258 10.592%+* 4,348+ 0.487 2587  QEBM* 5.089%* 2.032%% 64274 13,0734 2434
Housing allowance 1.988* 1974 2.311%  4.297 6.088% E[12*  4.851%% 4.889%  -4.089%* 2897 -0.790
Single family 1.072 2.201%  1.930%  -4,130%%* -2312% 1307  2.066** -3.057** -1.746* 0.164 2.376%+*
Couple with kids 1.099 1.904%= 0.636 2532 16607 230+ 1553% 1009*  1.031* 1141 .0.004
Other family 3.170%* 3514 1952 2,856 2,826+ 4.62* 1.824* 1.566*  3.075%* 2.909 4.493%
Lone parents 44075+ 795107  7,199% 7478+ 4561 5967 7.693%* 5.030%* 3.200%* 6169 4,617
Number of adults 2276  1.139% 14210 2.884%% 2 FEw 1432k 2430 1178 3,140% 13826 2.761* **
Number of children squared ~ 0.600%* 0.363* 0.370%* P95+ 0.714%* 0.369%* 0.273* 05377 0.699%* 0.198** 0.924*+
Age ratio 0.406 -0.580  -3.400%* 1.104 -1.176*  -3.476%0503  -3.425%* 0.151 -0.860  0.630
Year 1996 2519 0.728%  4.667* 0.629% 2.840%* 1.960* -0.182  -0.007  -2.001**
Year 1997 0.376  1.379%* 0.663* 9.635%* 1.276%* 2.925* 1.896"* -0.189  0.058 -2.050%
Year 1998 -0.498  1.142** 0.008 2,755+ 0,394 2,186 @00** 0.763*  -0.983** 0.008 -1.435%+
Year 1999 -0.624*  0.196 0.339 -1.751%* .0.222  0.629* 19t6 0.372 0444 -0.929%* -1 358
Year 2000 -0.896*+ 0.311 0.356 -0.467  0.258 0.100 -0.039 .428 0.244  -1.016%* -1.267*+
Constant 37.347%% 36.045%* 20.317** 88.941%* 52.922% 30.594%** 41.085** 28.424** 53.404** 29.215%* 47.606***
Number of observation 27403 27826 22170 55022 70638 192269185 32219 82063 43967 60805
Number of groups 7407 6753 5749 12807 17280 7278 14176 865619155 11127 13526
Wald test 715.948 972.984 689.502 5918.070 5381.336 I3@9.2687.875 1373.008 2999.538 1461.402 3359.521
p value 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000  00.00 0.000 0.000
R? within 0.00¢  0.01¢ 0.02¢ 0071  003¢ 0045  0.03€  0.06( 002 0.03:  0.02¢
R? betweel 0.27¢  0.34¢ 0.241  0.47¢ 047/  029¢ 041  0.41¢  0.40¢ 0367  0.431
R? overal 0201 0.22¢ 0.17¢  0.34  0.32¢ 0247 0.31f  0.341 _ 0.29¢ 0.28¢  0.32¢

TABLE A4: RESULTS FROMRANDOM EFFECTS MODEL—BASIC DEPRIVATION INDEX
* p<0.10, ** p<0.05, *** p<0.01 from robust standherrors, adjusted for clustering by household
(Notes. As for Table 1)
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AT BE DK EL ES Fl FR IE IT NL PT
Income -1.236%*  -1.697*%* -1.173%* -1.467** -2.093** -1.739** -1.989** -0.784*  -1.194** -1.883** -1.787***
Last year's income -0.709 -1.248*  -1.782%* -7.892%*3.915%* -2, 170%* -2.323%* -1.460%* -3, 139%* -2,124* ** -2 82]1%*
Two years' ago income 0.163 -0.617 0.019 -1.011**  -0*401-0.528 -0.350*  -0.312 -0.599**  -0.597** -0.751%*
Higher education hh head -1.545 1.092 -1.345*%  -4.584%%.103 -1.808 -0.645 -0.254 -1.247 -0.743 -1.113
Higher education ratio -1.468 -0.172 1.136* 0.931 -0.828 -2.264*  1.063* -0.328 0.260 -1.455*  1.124
Unemployed hh head 2.561 3.947%*  4.466%* 6.896%* Q™+ 5.129** 4.047* 5.707** 6.980** 5.469** 1.637* *
Inactive hh head 0.687 1.414 3.425%*  2.395%  0.442 3.667 0.879 1.871%*  1.640%* 2.005%* 2.447*
Employment ratio -0.834 0.252 -0.462 -4.981%* -1.250** 1.434**  -1.344%* -1.256% -1.568** -0.846** -1.974**
Past-unemployed hh head 0.834 1.324 0.668 1.252 1.6901:040 1.690** 1.989**  1.188 1.457* 1.201
Past-employment ratio -0.975%  0.255 -0.156 -0.407 -0.1560.139 -0.218 -0.183 -0.016 0.036 0.278
Good Health hh head -1.949*  -1.950** -0.232 -2.571%2.001* -1.733* -1.567** -1.583 -2.494*%* -1.603** -1752**
Health ratio -0.930 -0.327 0.264 -2.908*** -2,655*** -14@** -0.166 -0.800 -2.535%* -0.557 -1.915%+
Past good Health hh head -2.000*** -0.743 -0.894 0.170 0.691 -2.837%* -0.478 0.678 0.374 0.326 -0.237
Past-health ratio -0.260 -0.044 -0.300 -0.399 -1.054* 310 0.477 -0.451 -0.128 0.776* -0.238
Club ratio -1.171*  -0.542 -0.283 -0.681 -0.470 -0.166 03 -0.502 -0.578 0.543*  -1.200**
Mortgage 0.433 -0.119 0.877 3.331%*  1.894** 2.075** Ore** -0.113 3.993** 0.103 0.445
Tenant -0.422 -1.324 1.322 3.229%  3.763*** 2.107* -0.051 .325 2.483** 0.157 0.158
House free 0.049 0.585 -0.987 3.101*  1.721* 2.892 -515 -0.254 1767  -2.974*  2.250%*
Private transfers 0.850 0.925 0.792 1.959* 2776+ 1518 1.051* 1.091 0.918 1.076 1.900
Unemployment benefits 0.839 0.352 -0.181 3.964** 2.028*0.674 1.424** 0.382 0.874 0.843 -0.486
Old-age/survivors benefits -0.451 -1.317 0.198 -0.634 .190 -0.030 -1.366** -0.746 -0.580 -0.742 0.022
Family-related allowances 0.055 -0.597 -0.328 0.365 28.9 0.250 0.146 -0.205 0.341 -0.350 0.862*
Sickness/invalidity benefits  0.856 0.087 -1.431* 0395 .93 0.988 0.231 -0.287 -0.776 0.510 -0.609
Social assistance 0.259 5.523* -1.110 -0.766 0.940 34432.069 0.715 1.245 8.139%* -0.447
Housing allowance 0.566 0.263 0.739 4.115 5.005** 1.241 39@** 0.878 -4.775%** 0.310 -4.013
Single family -0.403 3.728* 5457 -0.817 1.522 0.493 a3 -1.116 1.262 -0.908 0.710
Couple with kids -0.050 1.037 -0.116 0.456 2.310** 0.508 0.852* 0.895 -0.108 0.963**  -0.663
Other family 0.784 -0.158 3.187 1.648 3.720%*  7.729** (M4 2.711* 3.126** 2.323 -0.168
Lone parents 2.254 6.303** 8.379** 1.838 4.399%* 2552 5811** 3.869** -0.386 3.843** 0.837
Number of adults 0.105 0.294 1.186%* 2.131%* 1.216** .851 0.808**  0.338 1.396** 0.403 0.854**
Number of children squared  -0.124 0.111 0.288** 0.799*0.416** 0.299* 0.025 0.462** 0.475** -0.101 0.346**
Age ratio 0.995 1.754 0.171 -1.320 -0.375 -2.645 0.993 195 1.138 -2.654**  2.139**
Year 1996 3.494%*  1.245%*  5.264**  1.932%* 3.538** 3806** 1.436** 0.253 -0.162
Year 1997 0.066 2.220%* 1147 10.292%* 2.624*** 3.5@%* 3.520*** 1.311** 0.263 -0.418
Year 1998 0.047 1.870** 0.369 3.503**  1.595%*  3.194*%* 2,187 2.129** 0.391 0.117 0.041
Year 1999 -0.195 0.614 0.539* -1.403** 0.543* 1.435** @8g8** 1.152*** 0.310 -0.797** -0.522*
Year 2000 -0.658**  0.463 0.339 -0.416 0.619**  0.477 0.321 .823** 0.092 -0.968*** -0.822*+*
Constant 23.657** 18.885** 10.722** 63.110** 34.935% 27.886*** 22.466*** 14.794*** 31.704** 21.157*** 41.378***
Number of observation 27403 27826 22170 55022 70638 192289185 32219 82063 43967 60805
Number of groups 7407 6753 5749 12807 17280 7278 14176 8656 19155 11127 13526
F test 2.038 4.756 5.9 26.559 17.375 7.367 17.301 9.756 540.3 8.432 9.155
p value 0 0 0 0 0 0 0 0 0 0 0
R within 0.01z 0.021 0.03¢ 0.07¢ 0.04: 0.05¢ 0.04: 0.07¢ 0.02: 0.03¢ 0.03(
R’ betwee! 0.14(¢ 0.21¢ 0.11¢ 0.43¢ 0.44¢ 0.21C 0.35(C 0.34: 0.34% 0.30¢ 0.31:
R® overal 0.09¢ 0.14( 0.09¢ 0.301 0.301 0.17: 0.26: 0.281 0.24¢ 0.23¢ 0.231

TABLE A5: RESULTS FROMFIXED EFFECTS MODEL— BASIC DEPRIVATION INDEX
* p<0.10, ** p<0.05, *** p<0.01 from robust standherrors, adjusted for clustering by household
(Notes. As for Table 1)

39



AT BE DK EL ES Fl FR IE IT NL PT

Income -1.959%* -2.391%* -1.427F* -2.734%* 33177 -1.768** -3.088** -1.327** -2.870** -2.338*** -3.138***
Last year's income -2.017** -1.947F* -2, 576** -6.782% -5.329%* -3.308** -3.595%* -2, 141%* -3.470%* -2, 413** -3.850%*
Two years' ago income -0.781%* -1.047** -0.620** -20@*** -1.613*** -0.884** -0.724** -1.595%* -1.407** - 0.776** -1.842**
Higher education hh head -2.283** -1.166*** -0.677** 4.839%* -3.125%* -0.889* -1.831** -2.003*** -2.768*** -1.495** -5.087***
Higher education ratio -1.830** -1.003** 0.093 -4.189 -3.950** -0.739*  -0.624** -2.267** -1.656*** -0.676** -4.396***
Unemployed hh head 3.533** 3.968** 3.374¥* 5.378%* 3.079%* 3.773* 3.770"* 4.943%* 5598%* 3.940** 1.9 95
Inactive hh head 0.810* 1.198**  2.618** 1.519** 1.686* 1.307** 0.659** 1.871** 0.500 1.715%*  1.785%*
Employment ratio -0.097 -0.143 -0.662** -1.128** -0.376 0.970** -0.803** -0.581* -0.758** -0.207 -0.065
Past-unemployed hh head 1.873* 2.276%* 0.893* 0.899 1.768** 1.233**  1.915** 2.035%* 2472 1.567*** 0.058
Past-employment ratio -0.227 -0.151 -0.290 1178 @95 0.298 -0.180 0.082 -0.388 0.193 0.708**
Good Health hh head -1.825%* -2,736** -0.918% -2.793 -3.132** -1.177%* -2.667** -2.838** -2.640** -1. 483** -1.501**
Health ratio -0.850* 0.125 -0.248 -1.952%* -2,993** .@39** -0.588** -0.407 -1.940** -0.629** -1.597**
Past good Health hh head -1.652** -1.867** -0.890* .683 -1.250%* -1.763** -1.403** -0.837 -0.774* -0.662  -0.853**
Past-health ratio -0.312 -0.280 -0.397 -0.818*  -1.826*0.101 -0.012 -0.397 -0.260 -0.079 -0.340
Club ratio -1.691*%* -1.136** -0.496** -0.483 -1.608*** -0.596** -0.652** -1.076** -0.997** -0.266*  -2.906***
Mortgage 0.029 1.014** 0.737%*  1.664** 1.866** 2.562** 1.256** 0.995** 2.160** 1.262** 0.864*
Tenant 1.962%* 3.688** 3.001** 5.582** 5.205** 4.684* 2611%* 8.329%* 3.475%* 2.045%*  3,102%*
House free 0.720 1.858* 0.571 2.631%*  2.409%* 0.944 8B 1.528 1.406** -0.194 4.335%*
Private transfers 0.895* 1.329** 1.138** 1.263** 1.96% 1.155* 0.310 0.312 2.331%* 1.496** 0.248
Unemployment benefits 1.604** 1.336*** 0.341 3.037¥* 746** 0.798**  0.949** 1.403** 1.471** 0.816** 0.997*
Old-age/survivors benefits -1.350** -1.287** -1.645* -0.306 0.468 -1.019**  -1.755%* -1.506** -0.616** -0.40 -0.224
Family-related allowances 0.389 -0.120 0.500**  1.485* 4Z2** 1.159*** 0.330 0.441 0.048 0.118 0.517
Sickness/invalidity benefits ~ -0.393 0.521 -0.476 1.798*1.970* 0.718*  0.583* 0.783 0.364 0.634* 0.469
Social assistance 2.150* 8.895** 4.932** 0.032 1727 3G7* 4.832%*  2.783%* 5.378%* 8.321%* 2.739%*
Housing allowance 0.936* 2.303 1174 -0.730 3.520%* 587** 3.797** 6.858** -0.657 1.614** 1.934
Single family -0.066 1777 0.870 -4.459%** -2 .506** -B334 1.064*  -2.191** -1.651** 0.370 -0.621
Couple with kids 0.724 1.199** 0.276 1.694** 1.143** @880*  0.624**  0.392 0.515 0.551*  0.240
Other family 2.254**  2.389* 1.652 2.813%*  2.482%* 240 1.479* 1708 1.730*** 1.580 4.517%*
Lone parents 2.281%* 5.638** 4.832%* 6.588** 4.521** 3.554** 4.647* 4.898* 2145 3.644** 4.786%*
Number of adults 1.243** 0.661** 0.530** 2.356** 1.93#* 0.662** 1.616** 0.906™* 1.966*** 0.845** 1.979***
Number of children squared  0.388** 0.226**  0.207** 483** 0.651** 0.168** 0.239** 0.369*** 0.476** 0.132** 0.786™*
Age ratio -1.002* -0.588 -4.1277* -2.784** -1.586** 2.488** -0.777** -3.946** -1.103** -1.379*** -0.666
Year 1996 1.841** 1.000%* 4.089** 2.401** 2.041%*  2656** 0.085 0.341*  4.554**
Year 1997 0.608**  0.968** 0.878** 3.807** 2.191** 1.&77* 2485 -0.163 0.384**  3.108***
Year 1998 0.441*  0.781** 0.143 2.086*** 1.450** 1.514%* 0.948** 1.122%* -0.259 0.232 2.815%
Year 1999 0.041 0.180 0.400* -0.188 0.401* 0.525**  0.985*%0.952** 0.117 -0.327**  2.386***
Year 2000 -0.226 0.155 0.252 0.576**  0.533* 0.165 0.056  65&*** -0.015 -0.453**  1.861**
Constant 25.774%* 24 551** 19.639** 55.377** 44.151* 24.960** 30.193** 23.760*** 35.382** 20.550*** 41.4 75***
Number of observation 27308 27689 22135 55022 70535 1922757895 31867 81924 43910 60805
Number of groups 7404 6749 5747 12807 17278 7278 14040 864219155 11113 13526
Wald test 785.262 932.749 1057.361 4015.057 5133.244 .2691 2593.793 1838.675 2657.347 1583.203 3146.110
p value 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 00.00 0.000 0.000
R within 0.011 0.02( 0.05¢ 0.05¢ 0.05¢ 0.05¢ 0.04( 0.08% 0.021 0.051 0.05¢

R’ betwee! 0.29¢ 0.38( 0.322 0.43¢ 0.491 0.34: 0.431 0.46¢ 0.40¢ 0.381% 0.431

R® overal 0.21¢ 0.28( 0.24¢ 0.321 0.36: 0.28¢ 0.34( 0.39¢ 0.29¢ 0.311 0.34¢

TABLE A6: RESULTS FROMRANDOM EFFECTS MODEL—

CURRENTLIFE STYLE DEPRIVATION INDEX
* p<0.10, ** p<0.05, *** p<0.01 from robust standherrors, adjusted for clustering by household
(Notes. As for Table 1)
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Income -0.853**  -1.046** -1.139%* -0.771** -1.696*** -1240** -1.557** -0.422 -0.970%* -1.689** -1.286***
Last year's income -0.504 -1.019%%* -1,902*%* -4.862**-3.208** -1.728** -1.855** -0.986*** -1.898*** -1.696*** -2.079**
Two years' ago income -0.039 -0.491* -0.289 -0.841%0.594** -0.570*  -0.370** -0.603** -0.392*** -0.557*** -0.587***
Higher education hh head -1.438 0.250 -1.079%  -1.722*0.385 -0.888 -0.421 0.144 -0.853 -0.853 -0.373
Higher education ratio -1.526** -0.355 0.640 -0.448 5 -1.167* 0.690 -0.420 0.176 -0.863**  1.838**
Unemployed hh head 2.204*  2.581%* 3.060** 4.709%* .262*** 3.438** 2.877** 4.638%* 4514 3.820%* 1.91 3%
Inactive hh head 0.767 0.764 2,796 1.176* 0.503 2.328*0.995** 1.366*** 0.789* 1757  1.463*
Employment ratio -0.541 -0.070 -0.647*  -2.357%* -1.3%6 -1.013** -0.979** -0.782** -0.446 -0.481*  -1.317**
Past-unemployed hh head 0.618 0.787 0.135 0.291 0.979*:4420 0.672 1.468*  1.483* 1.043* 0.224
Past-employment ratio -0.485 0.026 -0.224 0.264 -0.073 062D. -0.215 -0.302 -0.204 -0.042 -0.275
Good Health hh head -1.043* -1.209*  -0.196 -2.158** 893** -0.827*  -1.635"* -1.652** -1.773** -0.574 -0.680**
Health ratio -0.621 0.145 0.114 -1.741%* -1.866*** -0.98 -0.282 -0.582 -1.613*** -0.371 -1.299%+*
Past good Health hh head -0.968** -0.545 -0.429 0.123 10D. -1.198*  -0.422 0.423 0.022 0.212 -0.142
Past-health ratio -0.035 -0.056 -0.241 -0.271 -0.672* 188. 0.196 -0.233 0.052 0.414* -0.053
Club ratio -0.450 -0.397 0.017 0.381 -0.563** -0.150 -013 -0.195 0.145 0.249 -0.854*
Mortgage 0.245 -0.069 0.425 1.490*  1.200** 0.998** 0.2 -0.410 2.606** -0.160 0.631
Tenant -0.117 -0.488 1.712%% 2,462  3.251%* 1.984** (263 2,737 2.097** 0.059 0.428
House free 0.187 0.032 0.490 2.470%*  1.403** 1.819* 2] 1.331 0.938* -1.466*  1.551*
Private transfers 0.221 0.920*  0.810**  1.197* 1.837* 9a@8* 0.835*  0.557 0.989* 1.716* 0.319
Unemployment benefits 0.580 0.055 -0.131 2.421%* 0.950* 0.189 0.514 0.290 0.483 0.410 0.517
Old-age/survivors benefits -0.315 -0.854 -0.260 -0.002 .328 -0.545 -1.285%* -0.934*  0.005 -0.528 0.349
Family-related allowances 0.195 -0.418 -0.128 0.024 9.08 0.046 0.165 -0.057 -0.171 -0.121 0.327
Sickness/invalidity benefits ~ -0.021 -0.269 -1.028** 243 0.763 0.552 -0.142 -0.414 -0.361 0.089 -0.410
Social assistance 2.309**  4.695**  1.640* -0.821 -0.056  8aIr* 2.113* 1.415*  1.488 5.275*** 0.271
Housing allowance -0.134 1.029 0.365 -1.177 2.543* 1.076 .931** 3.856 -0.723 0.234 0.125
Single family -0.585 2.181*  2.863** -2.155* 1.317 0.526 2.171*** -0.462 0.191 0.153 -2.141%
Couple with kids 0.220 0.552 -0.396 0.474 1.768*** -0.195 0.136 0.133 -0.420 0.444* -0.504
Other family 0.012 0.199 2.256 2.204 2.295*  3.958** 1303  2.173* 1.443 1.248 -0.036
Lone parents 0.494 4.065** 4.993** 3.103* 4.209%*  1.47 2.810%*  2.945%* -0.522 2.201**  0.550
Number of adults -0.167 -0.059 0.196 1.559**  0.652** 269 0.435*  0.302 0.657** 0.272 0.211
Number of children squared  -0.089 0.029 0.086 0.383* 290+ 0.062 0.026 0.279** 0.323*** -0.062 0.284*+*
Age ratio 0.419 1411 -0.068 -1.959*  -0.938 -1.048 0.745 -1.543 0.307 -1.5652** 1.004
Year 1996 2.462%* 1.610%* 4.876** 3.758*** 2.597%*  4422%*  1.296** 0.569*** 6.548**
Year 1997 0.933**  1.488** 1.381** 4.564** 3.505** 2352  4.048"* 0.915%* 0.580** 4.852**
Year 1998 0.820%*  1.236** 0.488*  2.851** 2.621%* 2.1B7¥* 1.396"* 2.446** 0.706™* 0.343** 4.395"*
Year 1999 0.329 0.453*  0.620** 0.198 1.094**  1.044** B73*** 1.683*** 0.664* -0.209 3.238%**
Year 2000 -0.048 0.248 0.287 0.682** 0.847** 0.400** @8 1.045** 0.211 -0.401%** 2.315%*
Constant 16.615%* 14.281*** 14.015%* 39.985*** 28.509% 19.310*** 18.718** 12.617** 21.982** 16.453*** 32.757**
Number of observation 27308 27689 22135 55022 70535 1922757895 31867 81924 43910 60805
Number of groups 7404 6749 5747 12807 17278 7278 14040 864219155 11113 13526
F test 2.656 5.511 10.555 20.454 22.623 9.747 18.25 14.987.0849 11.441 20.78
p value 0 0 0 0 0 0 0 0 0 0 0
R within 0.01% 0.02¢ 0.06¢ 0.06¢ 0.06: 0.07¢ 0.04¢ 0.10(¢ 0.02: 0.057% 0.07¢
R’ betwee! 0.12¢ 0.24( 0.15¢ 0.41(C 0.44¢ 0.23¢ 0.35¢ 0.38¢ 0.32¢ 0.331% 0.23:
R® overal 0.09¢ 0.17¢ 0.13¢ 0.281 0.314 0.19: 0.27¢ 0.32¢ 0.23¢ 0.271 0.18¢

TABLE A7: RESULTS FROMFIXED EFFECTS MODEL—

CURRENTLIFE STYLE DEPRIVATION INDEX
* p<0.10, ** p<0.05, *** p<0.01 from robust standherrors, adjusted for clustering by household

(Notes. As for Table 1)
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Income 33,49 30,95 29,53 19,14 22,65 24,98 2854 27,81 24,22,07 17,38
Last year's income 33,83 30,93 29,56 19,12 22,25 24,59 5228,26,66 24,59 26,62 16,93
Two years' ago income 34,31 31,07 29,00 19,26 21,77 23,2856 25,75 24,38 26,64 16,42
Higher education hh head 0,76 0,67 0,77 0,38 0,28 0,70 8 0,50,43 0,35 0,76 0,11
Higher education ratio 0,52 0,55 0,55 0,40 0,34 0,60 0,45,500 0,41 0,51 0,16
Employed hh head 0,63 0,65 0,71 0,62 0,56 0,68 0,64 0,65 0 0,60,69 0,67
Unemployed hh head 0,03 0,05 0,03 0,03 0,07 0,05 0,04 0,08,03 0,03 0,03
Inactive hh head 0,34 0,30 0,26 0,35 0,37 0,27 0,32 0,29 7 0,30,28 0,31
Employment ratio 0,42 0,36 0,46 0,32 0,27 0,44 0,35 0,39 20,30,32 0,43
Past-unemployed hh head 0,03 0,05 0,04 0,03 0,07 0,06 0,02,07 0,03 0,04 0,03
Past-employment ratio 0,42 0,37 0,45 0,31 0,26 0,43 0,34 37 0, 0,32 0,31 0,42
Good Health hh head 0,92 0,95 0,95 0,90 0,88 0,93 0,92 0,96,87 0,96 0,77
Health ratio 0,83 0,76 0,71 0,81 0,80 0,68 0,76 0,82 0,82 50,70,70
Past good Health hh head 0,92 0,95 0,96 0,90 0,87 0,93 3 0,9,96 0,88 0,96 0,78
Past-health ratio 0,83 0,76 0,70 0,80 0,79 0,68 0,76 0,82 82 0, 0,75 0,70
Club ratio 0,48 0,36 0,61 0,08 0,25 0,54 0,27 0,43 0,19 0,43,16 0
Owner 0,41 0,35 0,09 0,76 0,67 0,43 0,31 0,50 0,66 0,07 0,58
Mortgage 0,28 0,41 0,65 0,10 0,19 0,35 0,33 0,39 0,12 0,56 40,1
Tenant 0,24 0,21 0,27 0,12 0,09 0,20 0,31 0,10 0,16 0,37 0,18
House free 0,06 0,03 0,00 0,03 0,05 0,01 0,04 0,01 0,05 0,00,10
Private transfers 0,05 0,09 0,08 0,04 0,02 0,07 0,07 0,01 03 0, 0,01 0,01
Unemployment benefits 0,08 0,13 0,12 0,04 0,09 0,20 0,10 16 0, 0,04 0,05 0,04
Old-age/survivors benefits 0,27 0,21 0,17 0,32 0,29 0,21,220 0,20 0,31 0,17 0,29
Family-related allowances 0,40 0,40 0,28 0,07 0,02 0,29 220, 0,39 0,04 0,28 0,38
Sicknessl/invalidity benefits 0,07 0,09 0,08 0,04 0,09 90,1 0,09 0,09 0,07 0,09 0,09
Social assistance 0,01 0,01 0,02 0,01 0,00 0,05 0,02 0,1200 0, 0,02 0,01
Housing allowance 0,04 0,01 0,08 0,00 0,00 0,09 0,13 0,00 00 0, 0,03 0,00
Single family 0,09 0,12 0,17 0,06 0,05 0,14 0,12 0,06 0,06 130, 0,06
Couple with kids 0,59 0,54 0,42 0,65 0,67 0,49 0,53 0,69 10,70,49 0,62
Other family 0,02 0,01 0,01 0,03 0,04 0,02 0,02 0,05 0,03 010, 0,03
Couple without kids 0,24 0,26 0,35 0,21 0,17 0,31 0,27 0,130,15 0,32 0,22
Lone parents 0,06 0,06 0,05 0,05 0,07 0,05 0,06 0,08 0,05 5 0,00,07
Number of adults 2,84 2,42 2,09 2,97 3,19 2,30 2,43 3,26 93,02,29 3,10
Number of children 0,61 0,63 0,59 0,50 0,47 0,62 0,59 0,85,450 0,62 0,51
Age ratio 0,18 0,18 0,16 0,22 0,21 0,14 0,18 0,16 0,17 0,16 22 0,
Number observations 27147 27457 22062 55020 70298 19182235631201 81742 43862 60803

TABLE A8: DESCRIPTIVE STATISTICS
Average values. Income, Last year’s income and y&&'s’ ago income are expressed as PPP/1000;
Number of adults, Number of children and all ratios absolute values.
(Notes. As for Table 1)
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a b a b a b a b a b a b a b a b a b a b a b

Overall dimension
a=07 a=0.7 o =0.65 a=0.79 a=0.73 o =0.69 a=0.71 a=0.76 a=0.74 o =0.65 a=0.82

Basic dimension

a=0.71 a=0.78 a=0.7 a=0.78 a=0.7 a=0.74 a=0.73 o =0.66 a=0.74 a=0.76 a=0.72
House warm 0.16 -0.05 0.44 -0.06 0.32 -0.03 0.53 -0.35 0.46 0.36- 0.17 -0.03 0.37 -0.14 0.32 -0.13 0.51 -0.3 0.42 -0.06 20.5 -0.41
A week holiday 0.52 -0.26 0.59 -0.27 0.53 -0.18 0.6 -0.48540. -0.4 054 -0.29 051 -0.38 0.42 -0.32 0.55 -0.44 0.59 -0.2%68 -0.52
New furniture 0.46 -0.25 0.56 -0.23 0.5 -0.22 0.48 -0.37 05 -0.32 0.6 -0.29 0.56 -0.35 0.51 -0.22 044 -0.39 0.58 -0.2854 0. -0.4
New clothes 0.59 -0.12 0.58 -0.1 0.53 -0.12 0.54 -0.3 045 .150 0.57 -0.18 0.48 -0.18 0.46 -0.16 0.51 -0.22 0.63 -0.22 6 0.5 -0.37
Good diet 0.52 -0.12 05 -0.03 0.34 -0.06 0.48 -0.28 0.32 080.0.46 -0.13 0.42 -0.13 0.24 -0.08 0.42 -0.13 041 -0.05 0.28-0.17
Friends around 0.62 -0.15 0.6 -0.17 0.48 -0.07 0.52 -0.340.4 -0.15 0.52 -0.17 047 -0.17 0.41 -0.16 0.52 -0.24 054 -0.0448 -0.28
House payments 0.13 -0.05 0.25 -0.11 0.18 -0.01 0.36 -0.196 0 -0.06 0.32 -0.15 0.31 -0.15 0.25 -0.09 0.22 -0.12 0.2 80.00.1 -0.07
Secondary dimension

a=0.58 a=0.53 a=0.53 a=0.68 a=0.59 a=0.58 a=0.58 o =0.66 a=0.61 a=0.5 a=0.71
Car 0.4 -0.2 0.34 -0.19 0.38 -0.25 0.53 -0.32 041 -0.24 04 .2500.34 -0.19 0.44 -0.34 0.43 -0.17 0.29 -0.15 0.52 -0.35
Tv 0.15 0 0.13 0.05 0.16 -0.03 0.24 -0.11 0.14 -0.01 0.21 -0.0322 -0.01 0.23 -0.09 0.18 -0.01 0.13 -0.07 0.28 -0.12
Video recorder 0.43 -0.24 0.45 -0.16 0.42 -0.16 0.52 -0.32480 -0.21 0.46 -0.21 0.5 -0.15 0.53 -0.29 0.53 -0.17 0.41 -00158 -0.32
Micro wave 0.41 -0.08 0.36 -0.14 0.31 -0.12 0.39 -0.18 0.44 0.2 0.34 -0.1 04 -0.13 0.46 -0.24 0.32 -0.17 0.33 -0.09 0.48 -0.3
Dishwasher 0.5 -0.19 0.34 -0.2 0.39 -0.23 0.48 -0.29 0.32 27-0.0.37 -0.24 0.36 -0.25 04 -0.35 0.34 -0.27 0.3 -0.18 0.37 .320
Telephone 0.08 -0.01 0.08 -0.1 0.04 0.01 0.3 -0.15 0.19 -0.035 -0.06 0.12 -0.09 0.26 -0.14 0.28 -0.09 0.08 -0.04 04 2 -0.
Housing facilities

o =0.69 o =0.69 a=0.76 a =0.53 a=0.71 a=0.87 a=0.76 o =0.88 o =0.65 a=071 a=0.88
Bath or shower 0.6 -0.09 0.5 -0.1 0.58 -0.04 05 -0.19 0.6 .050 0.64 -0.07 0.63 -0.11 0.8 -0.07 0.52 -0.05 0.54 -0.03 0.8 0.21-
Indoor toilet 0.48 -0.07 0.5 -0.07 0.64 -0.04 05 -0.21 0.53 -0.03 0.82 -0.07 0.55 -0.11 0.79 -0.04 0.42 -0.03 0.48 0.0276 0. -0.2
Hot water 0.44 -0.07 0.52 -0.09 0.56 -0.03 0.09 -0.05 0.45 .090 0.79 -0.08 0.58 -0.1 0.72 -0.07 0.43 -0.04 0.57 -0.02 0.73-0.22
Housing deterioration

o =0.66 a =047 a =051 a=0.72 a =0.63 a =048 a=05 o =0.65 a=0.62 o =045 a=0.75
Leaky roof 0.43 -0.04 0.26 -0.03 0.27 0.02 0.57 -0.14 045 .080 0.24 0 0.29 -0.05 0.37 -0.06 0.48 -0.07 0.23 -0.02 0.54 13-0.
Dampness 0.5 -0.08 0.33 -0.03 0.34 -0.05 0.59 -0.18 048 4-00.32 -0.04 0.34 -0.1 0.54 -0.12 0.45 -0.09 0.32 -0.09 0.6 160.
Rot in windows 0.5 -0.06 0.28 -0.07 0.38 -0.02 0.45 -0.15380. -0.07 0.32 -0.06 0.33 -0.1 0.48 -0.11 0.36 -0.08 0.28 -0.0659 -0.19
Environment

o =053 a=044 a=044 a =047 o =0.56 a =043 o =0.46 o =0.56 a=0.55 a=04 a=05
Noise 0.38 0.01 0.31 0.01 0.32 -0.03 0.34 0.1 04 0.02 0.35 04-0.0.36 -0.06 0.44 -0.04 0.38 -0.01 03 -0.01 0.36 0.07
Pollution or grime 0.32 0.04 0.23 0 0.27 0 0.35 0.1 0.34 0.@n28 0 031 0.01 04 0 0.37 0.01 0.2 -0.03 0.32 0.06
Shortage of space 0.27 -0.02 0.21 -0.02 0.26 -0.01 0.16 08-00.28 -0.04 0.19 -0.06 0.18 -0.04 0.19 -0.06 0.24 -0.12 0.17-0.04 0.23 -0.1
Not enough light 0.25 0.01 0.19 -0.06 0.16 -0.01 0.19 -0.@724 -0.03 0.11 -0.02 0.16 -0.08 0.26 -0.06 0.26 -0.09 0.12 .03-00.18 -0.13
Crime 0.26 0.01 0.22 -0.03 0.14 -0.03 0.23 0.06 0.32 -0.0210.2 -0.02 0.23 0.02 0.34 -0.03 0.32 0.01 0.23 -0.02 0.25 0.08

TABLE 1: CRONBACH'S ALPHA AND CORRELATION COEFFICIENTSDIFFERENT DIMENSIONS OF THE DEPRIVATION SCORE EAR 2000.

o = Cronbach's alpha. Column a: correlation witteoitems in dimension. Column b: correlation wittuezalent income
(Countries abbreviations: AT: Austria. BE: BelgiubK: Denmark. EL: Greece. ES: Spain. Fl: FinlanB: France. |E: Ireland. IT: Italy. NL: the Nethertis. PT: Portugal.
Source: author’s analysis of the ECHP)
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AT BE DK EL ES Fl FR IE IT NL PT
Income -1.088*** -1.594** -0.970%* -1.445%* -1.786** -0.957** -1.997** -0.757** -1.896*** -1.559** -2.006***
Last year's income -1.375%* -1.255%* -1.614** -3.776 -3.060*** -1.954** -2283%* -1.258%* -1.975%* -1, 514+ -2 3930
Two years' ago income -0.503*** -0.616*** -0.549** -388*** -1.031** -0.630*** -0.481** -0.981*** -0.844** -0.513** -1.209**
Higher education hh head -1.518*** -0.692** -0.336 Qo+ -1.940** -0.07 -1.232%* -1.233%* -1.817** -0.882** -3.090**
Higher education ratio -0.979** -0.766** 0.082 -2.359* -2.210** -0.383 -0.285 -1.641%* -0.943** -0.430** -1782***
Unemployed hh head 2.072%*  2.215%*  1.541%  3.221** 1.596** 2.320** 2.198%* 3.322** 3.117%* 2.208** 1.4 36**
Inactive hh head 0.231 0.378 1.546%* 1.244** 0.806*** .TD8**  0.437* 0.893** 0.205 0.637**  1.327*+*
Employment ratio -0.015 0.133 -0.511** -0.385 -0.059 gp8* -0.500*** -0.165 -0.368 0.249* 0.034
Past-unemployed hh head 2.133%*  1.415**  0.429 0.471 86:9* 0.614* 1.478** 1.498%* 1.174* 1.013** 0.153
Past-employment ratio 0.123 -0.014 -0.460**  0.488* 0817 0.099 -0.067 0.224 -0.399*  0.07 0.729%
Good Health hh head -1.414%* -1.928** -0.402 -2.381*-2.503** -1.027** -1.978%* -3.027** -2.101** -0.79 8** -1.730**
Health ratio -0.751*  0.099 -0.491*  -1.657** -2.302** G.213 -0.427*%  -1.315%* -1.700** -0.438** -1.910**
Past good Health hh head -1.278¥* -1.264** -0.740* .7@6** -0.899** -1.292** -0.963*** -0.558 -0.605** -0.591*  -0.947*
Past-health ratio -0.424 -0.159 -0.091 -0.710**  -1.087*0.025 -0.189 -0.481 -0.633** -0.193 -0.726***
Club ratio -1.140** -0.949** -0.397** 0.552 -0.412*  -19 -0.13 -0.630** -0.342*  -0.154 -1.301%*
Mortgage -0.299 0.077 -0.606** 0.659 0.623** 1.540** @1 0.459* 1.506** 0.118 -0.264
Tenant 3.082*%*  4.565** 2.947* 4341+ 5356%* 4.676™ 3.755%* 5.946** 4.061** 3317+ 6.722%*
House free 1.034%*  2.455%*  2.861**  2.434%* 2.851*** 1416* 2.057** 1.063 1.740** -0.004 5.963*
Private transfers 1.295%*  1.157** 0.939** 0.428 1.580 1.024** 0.341 -1.002 1.433"** 0.675 -0.366
Unemployment benefits 1.067** 0.892** 0.519*  1.474* 1.116*** 0.500* 0.352 1.068** 0.597* 0.571*  -0.137
Old-age/survivors benefits -0.570*  -0.805** -1.845**0.106 -0.122 -0.704**  -1.287** -0.714** -0.439*  -0.511** 0.184
Family-related allowances 0.064 -0.043 0.686** 1.089**1.764** 0.774** 0.278 0.264 0.025 0.158 0.108
Sickness/invalidity benefits ~ -0.11 0.412 -0.312 1.269**1.333** 0.246 0.469**  0.602 0.23 0.668**  0.397
Social assistance 0.88 6.690*** 2.826** -0.566 1.024 @RO* 3.2277*  1.637* 3511  4.852** 0.572
Housing allowance 0.02 1.47 -0.232 -0.875 2.412%* 0.501 .858** 5.521** 0.037 0.645* 0.014
Single family -0.194 1.202** 0.181 -1.530*** -0.900** -032 0.482 -1.557*  -1.213** 0.503 0.196
Couple with kids 0.598* 0.978*** 0.276 0.647 0.999** (b2 0.712**  -0.099 0.411 0.357* 0.217
Other family 1.742%*  1.771* 1.286 2.976%*  1.984%* 1.54* 0.619 1.259*  1.576** 0.909 3.997%*
Lone parents 1.232% 3791 2.318%*  3.528%*  3.234%* 2.206** 2.861%* 2.788%* 1.822%* 2208+  3.424**
Number of adults 0.763*** 0.451**  0.395* 1.756** 1.499* 0.312* 0.953¥* 0.732** 1.351** 0.631*** 1.537**
Number of children squared  0.280** 0.183** 0.164** .865** 0.472** 0.110** 0.206** 0.280** 0.357** 0.18 2** 0.480**
Age ratio -0.948* -0.174 -3.225%* -0.928*  -0.812% -1@** -0.923** -1.769*** -0.385 -1.759** 0.295
Year 1996 -0.823** 0.042 -0.778** -0.299* -0.230* -0.@6  -0.005 0.118 -0.939%*
Year 1997 -0.405*** -0.982*** -0.582** -1.478** -0.626** -0.698** -0.735** 0.063 -0.106 -1.124%+
Year 1998 -0.862*** -1.345** -0.338** -2.367** -1.858* -0.571** -0.564** -1.098*** 0.07 -0.474%%*  -1.537*+
Year 1999 -0.979%* -1.319** -0.365** -2.180** -2.126* -0.897** -1.175%* -1.272** -0.315** -0.512** -2.17 2**
Year 2000 -1.159%* -1,572%* -0.555%* -3.208** -3.183* -1.093*** -1.250** -1.798** -0.311*  -0.269** -3.192***
Constant 19.318** 20.640*** 16.589*** 38.686*** 31.236" 18.500*** 24.407** 19.478** 25.419** 16.464*** 33.622***
Number of observation 27147 27457 22062 55020 70298 1918156223 31201 81742 43862 60803
Number of groups 7400 6740 5744 12807 17271 7271 13780 860419151 11111 13526
Wald test 736.151 867.296 1100.108 2670.115 3619.442 .5@29 2234.857 1307.374 2022.679 1633.008 2262.282
p value 0 0 0 0 0 0 0 0 0 0 0
R within 0.0z 0.02¢ 0.0t 0.051 0.071 0.05¢ 0.03¢ 0.06: 0.0z 0.04¢ 0.05¢
R’ betwee! 0.26¢€ 0.34¢ 0.31¢ 0.35¢ 0.411 0.31¢« 0.36¢ 0.40¢ 0.34¢ 0.34 0.4
R® overal 0.19¢ 0.27 0.23¢ 0.26¢ 0.301 0.2¢ 0.29¢ 0.34: 0.25¢ 0.26¢ 0.331

TABLE 4: RESULTS FROMRANDOM EFFECTS MODEL— OVERALL DEPRIVATION INDEX
* p<0.10, ** p<0.05, *** p<0.01 from robust standherrors, adjusted for clustering by household
Income is the natural logarithm of net annual inea®rpressed in PPS/1000

(Notes. As for Table 1)
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AT BE DK EL ES Fl FR IE IT NL PT
Income -0.503** -0.676** -0.790*** -0.362 -0.719** -0.86* -0.925* -0.135 -0.679* -1.199** -0.769**
Last year's income -0.635**  -0.636*** -1.197*%* -2.730* -1.746%* -1.175** -1.091** -0.46 -0.999% -1.110% * -1.307***
Two years' ago income -0.1 -0.214 -0.312 -0.473** -@%9 -0.517** -0.188* -0.207 -0.201*  -0.376™* -0.409**
Higher education hh head -0.873 0.108 -0.865** -1.283%0.728* 0.026 0.468 0.059 -0.687* -0.16 -0.415
Higher education ratio -0.983* -0.5 0.308 -0.871 -0.218 -0.804* 0.601* -0.374 0.128 -0.755*  1.958***
Unemployed hh head 1.357**  1.084* 1.335%* 2.732%* (®B**  1.933%* 1.553%* 3.050%* 2.316** 1.983** 1.138*
Inactive hh head 0.317 -0.003 1.599** 0.993**  -0.058 113+ 0.712** 0.253 0.42 0.792**  0.899**
Employment ratio -0.222 0.293 -0.559**  -1.085** -0.568* -1.018*** -0.643*** -0.388 -0.179 0.085 -0.863***
Past-unemployed hh head 1.291* 0.22 -0.203 0.022 0.314 0.007 0.62 1.146* 0.388 0.533 0.052
Past-employment ratio 0.091 0.227 -0.431* -0.062 0.098 .149 -0.14 -0.029 -0.252 -0.015 0.077
Good Health hh head -0.904* -1.033* 0.134 -1.911%* 776 -0.566*  -1.263** -2.221** -1.469** -0.067 -1.065%**
Health ratio -0.482 0.241 -0.245 -1.569** -1.605** -BI -0.097 -1.314%* -1.314** -0.093 -1.488%
Past good Health hh head -0.856** -0.486 -0.428 -0.174 0.102 -0.715* -0.332 0.173 0.028 0.148 -0.36
Past-health ratio -0.117 0.113 0.073 -0.374 -0.387 0.053 .08 -0.228 -0.282 0.264 -0.296
Club ratio -0.438*  -0.394*  0.093 1.243=* (0.383* 0.079 a3 0.024 0.455*  0.221 -0.084
Mortgage -0.175 -0.539* -0.811** 0.777 0.181 0.531* -0.072 -0.485 1.573%* -0.823** -0.925**
Tenant 0.961* 2.301%* 2.016*** 2.637** 3.755** 2.667** 2.705** 1.278 2.483%* 1758%* 3.018%*
House free 0.633 1.463* 3.092* 2.101%*  2.220** 1.910** 1.928** 0.498 1.245%* -0.759 3.035%*
Private transfers 0.806* 0.960** 0.707** 0.333 1.260** 0.817* 0.616** -1.018 0.534 0.488 -0.518
Unemployment benefits 0.425 0.124 0.16 0.849* 0.826*** 042 0.059 0.328 0.154 0.367 -0.535
Old-age/survivors benefits  -0.098 -0.585 -0.878* 0.047 -0.219 -0.278 -1.129%* -0.374 -0.071 -0.307 0.429
Family-related allowances -0.091 -0.249 0.161 0.138 .77 0.104 0.139 -0.103 -0.118 0.053 0.214
Sickness/invalidity benefits -0.101 -0.05 -0.780** 0198 0.655 0.147 0.073 -0.105 -0.195 0.304 -0.179
Social assistance 0.975 4.225%* 0.489 -1.016 -0.473 9.97 1.478* 0.388 0.933 2.860%* -1.246
Housing allowance -0.442 0.666 -0.541 -1.099 1.48 0.585 90@¥* 4.165* -0.172 -0.104 -0.67
Single family -0.661 1.015 1.549*  -1.383* 0.882 -0.117  579** -1.817* -0.427 0.442 -1.268
Couple with kids 0.662 0.838*  -0.399 -0.313 1.235%* 291 0.201 -0.541 -0.153 0.357* -0.038
Other family 0.624 0.016 1.569 1.617 1.001 2.504* 0.372 .376 0.86 0.905 0.68
Lone parents 0.607 2.380** 2.032** (.882 2.438** 0.801 1.820** 0.858 -0.269 1.412%* 0.968
Number of adults 0.181 -0.045 0.412* 1.303%*  0.771%* 413* 0.470%* 0.426™  0.668"* 0.348*  0.542%*
Number of children squared 0.039 0.03 0.106**  0.354** 287** 0.071 0.143** 0.168** 0.261*** 0.067 0.246™
Age ratio -0.437 1.035*  0.005 -1.098 0.01 -0.682 -0.272 .06B 0.667 -1.267** -0.256
Year 1996 -0.847** -0.047 -0.783** -0.292* -0.259* -9 -0.104 0.099 -1.043%
Year 1997 -0.350**  -1.051%* -0.803*** -1.440** -0.711* -0.740%* -0.999** -0.091 -0.180*  -1.256***
Year 1998 -0.845%  -1.499%* -0.634** -2.461** -2.217* -0.624%* -0.627** -1.726** -0.333** -0.554** -2.0 46***
Year 1999 -1.011% -1 .574%* -0.807** -2.413*%* -2.703* -1.144%* -1 306** -2.147** -0.901** -0.645** -2. 876
Year 2000 -1.262%% -1.869%* -1.041%** -3.492%* -3.934* -1.448%* -1.542%* -2.916%* -1.036*** -0.453** -4, 132%**
Constant 13.846** 13.929** 13.020*** 30.806™** 22.306% 15.149** 15.055** 13.124*** 16.965*** 13.044*** 28.9 60***
Number of observation 27147 27457 22062 55020 70298 1918156223 31201 81742 43862 60803
Number of groups 7400 6740 5744 12807 17271 7271 13780 8604 19151 11111 13526
F test 3.902 6.39 9.13 17.071 30.681 9.296 15.083 10.893 468.9 12.024 18.62
p value 0 0 0 0 0 0 0 0 0 0 0
R? within 0.02¢ 0.03¢ 0.062 0.05¢ 0.07¢ 0.06: 0.041 0.07¢ 0.02¢ 0.0t 0.067
R’ betweel 0.221 0.2¢ 0.152 0.33¢ 0.36¢ 0.2¢ 0.31¢€ 0.31z 0.29¢ 0.30% 0.31Z
R? overal 0.162 0.221 0.131 0.23¢ 0.25¢ 0.192 0.252 0.25¢ 0.21¢ 0.23¢ 0.24:

Hausman test (vs RE) 150.36*** 136.46** 144.25%* 18O** 220.56*** 134.35** 163.86™* 135.13** 248.44*** 1 38.69*** 439.61**

TABLE 5: RESULTS FROMFIXED EFFECTS MODEL— OVERALL DEPRIVATION INDEX
* p<0.10, ** p<0.05, *** p<0.01 from robust standherrors, adjusted for clustering by household
(Notes. As for Table 1)
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