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SUMMARY

1. Poverty is a complex issue, and a variety of approaches are required for its measurement and
analysis. While monetary measures of income poverty are widespread, a long-standing tradition relies on
non-monetary measures, based on either the respondent's self-assessment of their own conditions or on
measures of ownership of consumer goods and living standards. Measures of material deprivation fall into
this latter category. These measures rest on shared judgments about which items are more important to
provide a "decent" living standard, irrespective of people's preferences and of their capacity to afford these
items. Material deprivation is typically the outcome of income poverty when this persists over time, or
when individuals experience repeated spells of it. Because of this, measures of material deprivation add
important information to that provided by conventional income measures, permitting an assessment of
poverty from a longer-run perspective and furthering understanding of the causal mechanisms at work.

2. This paper discusses the use of material deprivation measures for an analysis of poverty in OECD
countries. Its main goal is to identify suitable survey questions that might be used in comparative analysis,
as a first step towards the construction of more satisfactory poverty measures. The paper proposes a simple
taxonomy of the broad notion of material deprivation into its objective and subjective dimensions and into
its main components, and present data on the share of households reporting different types of material
deprivation. It also proposes a simple summary measure of material deprivation, defined as the average of
indicators across different items. Some of the main findings from these measures are as follows:

e On average, 10% of OECD households report having faced different types of financial stress,
11% fail to satisfy basic needs or lack basic consumer durables, 12% have poor housing
conditions, 14% regularly depend on financial help from others and 24% cannot afford basic
leisure activities.

e Across all OECD countries, an aggregate measure of the prevalence of material deprivation is
only weakly related to measures of relative income poverty, while it is more strongly correlated
to GDP per capita. The opposite pattern holds, however, when limiting the analysis to OECD
countries with a GDP per capita above USD 25 000.

3. Measures of material deprivation based on aggregate data, such as those presented in this paper,
do not distinguish between situations where the same household experiences different types of deprivation
and those where these experiences are widely shared among the population at large. Research based on
micro records highlights several patterns:

e First, the same individuals tend to report several forms of deprivation at the same time: this
allows constructing composite indices of deprivation, even if different approaches to their
construction may lead to different results.

e Second, multivariate studies relying on different controls suggest that the probability of being
deprived is higher for persons with income below the relative poverty line, young, unemployed or
with weak ties to the labour market, poorly-educated, living alone or as lone parents, disabled,
immigrants and welfare recipients.
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e Third, data tracking households over time show that most of those reporting different forms of
material deprivation are in these conditions over prolonged periods of time, Data on material
deprivation hence provide a useful complement to poverty measures based on current income
where longitudinal data are not available.

e  Fourth, material deprivation is both more concentrated among a minority of the population and
tends to last longer in countries where its prevalence is also higher.

e Finally, the overlap between income poverty and material deprivation is not full but increases
when a higher income threshold is used and when assessing deprivation in the long-term.

While these findings underscore the potential of data on material deprivation at the level of
individuals for constructing measures of multiple deprivations, future work will need to investigate how
best to apply this information to comparative analysis of poverty in OECD countries.
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RESUME

4. La pauvreté est un probléme complexe et différentes méthodes sont nécessaires pour la mesurer
et ’analyser. Si les indicateurs de la pauvreté monétaire sont répandus, on utilise également depuis
longtemps des indicateurs non monétaires, qui sont fondés sur la perception qu’ont les personnes
interrogées de leur propre situation ou sur 1’évaluation des biens de consommation possédés et des niveaux
de vie. Les indicateurs de la privation matérielle relévent de cette derniére catégorie. Ils s’appuient sur ce
que I’on considére communément comme des ¢léments essentiels pour permettre aux individus d’atteindre
un niveau de vie « décent », indépendamment de leurs préférences et des moyens dont ils disposent pour
acheter ces éléments. La privation matérielle découle généralement de la pauvreté monétaire lorsque celle-
ci se prolonge dans le temps ou revient de maniere répétée. Les indicateurs de la privation matérielle
complétent donc les indicateurs classiques de la pauvreté monétaire, permettant ainsi d’évaluer la pauvreté
dans une optique de long terme et de mieux en comprendre les mécanismes de cause a effet.

5. Le présent document décrit 1’utilisation d’indicateurs de privation matérielle a des fins d’analyse
de la pauvreté dans les pays de I’OCDE. Son objectif principal est d'identifier des questions dans les
enquétes disponibles pour plusieurs pays de 'OCDE qui pourraient fournir une base pour la construction
d'indicateurs de pauvreté plus adéquats. La vaste notion de privation matérielle est réduite dans ce
document a une taxinomie simple des dimensions objectives et subjectives ainsi qu'a ses principaux
¢léments. 1l présente des données sur la part des ménages indiquant différents types de privation
matérielle. De plus, il propose une simple indication de la privation matérielle, définie comme étant la
moyenne des indicateurs parmi plusieurs points. Quelques-uns des principaux résultats de ces indications
sont comme suit:

e En moyenne, 10 % des ménages des pays de ’OCDE déclarent avoir été confrontés a divers
types de difficultés financiéres, 11 % ne peuvent subvenir a des besoins essentiels et manquent de
biens de consommation durables ¢lémentaires , 12 % sont confrontés a de mauvaises conditions
de logement , 14 % ont régulieérement recours a des aides financiéres de tiers et 24 % ne peuvent
s’offrir de loisirs de base.

e Dans tous les pays étudiés, les taux de privation matérielle des ménages sont faiblement corrélées
avec ceux de la pauvreté monétaire relative, alors qu’ils sont plus fortement corrélés avec le PIB
par habitant. Toutefois, quand I'analyse est limitée aux pays de I’OCDE avec un PIB par habitant
supérieur a 25 000 dollars, les conclusions sont opposées.

6. Les indicateurs de privation matérielle basés sur des données agrégées, tels que ceux présentés
dans ce rapport, ne font pas la différence entre les situations ou le méme ménage est confronté a différentes
formes de privations et celles ou ces privations sont distribuées sur une grande partie de la population. Les
¢tudes basées sur des micro données mettent en lumiere plusieurs tendances :

e Premicrement, les mémes personnes signalent généralement plusieurs formes de privation en
méme temps, ce qui permet d’élaborer des indicateurs composites de la privation matérielle,
méme si les différentes méthodes d’élaboration peuvent conduire a des résultats différents.

o Deuxiemement, des ¢tudes multivariées se basant sur plusieurs contrdles indiquent que le risque
de basculer dans la privation matérielle est plus ¢levé pour les personnes vivant au dessous du
seuil de pauvreté, les chomeurs ou les personnes faiblement insérées sur le marché du travail, les
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personnes peu instruites, les personnes vivant seules ou en familles monoparentales, les
handicapés, les immigrants et les allocataires de I’aide sociale.

e Troisiemement, les données longitudinales montrent que la plupart des ménages signalant
différentes formes de privation matérielle sont dans ces situations pendant des périodes
prolongées. Les données sur la privation matérielle fournissent donc un complément utile aux
indicateurs de pauvreté s’appuyant sur le revenu actuel lorsque les données longitudinales ne sont
pas disponibles.

e  Quatriemement, la privation matérielle semble étre plus concentrée dans une minorit¢ de la
population et se prolonger sur des périodes plus longues dans les pays ou elle est plus présente.

e Enfin, les indicateurs de la pauvreté monétaire et de la privation matérielle sont loin de se
recouper totalement, mais se rapprochent lorsqu’on utilise un seuil de revenu plus élevé et que
I’on évalue la privation matérielle sur le long terme.

Alors que ces résultats mettent en évidence le potentiel des données en maticre de privation matérielle
au niveau individuel pour construire des indicateurs de multiples privations, d'autres études devront
rechercher comment appliquer au mieux ces informations pour obtenir une analyse comparative de la
pauvreté dans les pays de 'OCDE.
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1. INTRODUCTION

7. Poverty is a complex phenomenon, and different measures give different perspectives as to its
size and evolution. On one side, comparative research relying on an income threshold set at half of the
median suggests that poverty affects over 10% of the OECD population, and that it has increased slightly
over the past two decades (Forster and Mira d'Ercole, 2005). On the other, evidence from national studies
based on alternative measures (access to resources, capabilities) suggests that a much smaller minority of
households does not satisfy their basic needs, and that their incidence has declined even when income
poverty was rising (Callan ef al., 1996).

8. These differences in appreciation conveyed by different measures partly reflect the different
thresholds used in the analysis but also differences in the underlying constructs. Income measures of
poverty are generally based on cross-section data that offer a snap-shot of the individual’s situation
combining transitory and persistent features. Further, income measures do not provide a full picture of
“command over resources”: they neglect individuals' ability to borrow, to draw from accumulated savings
and to benefit from help provided by the family or friends, as well as consumption of public services such
as education, health and housing. For these reasons, income provides only a partial description of the
individual’s ability to enjoy an “acceptable” life.

9. A variety of alternative measures have been developed to correct for these limits: these include
measures based on the subjective appreciation by individuals of their own ability to satisfy basic needs, and
those measuring objective conditions like ownership of consumer goods and access to various goods and
services. A common feature of these non-monetary measures is their ambition to capture the individual’s
capacity to afford a decent standard of living with respect to dimensions that are likely to last over time
(for example, in terms of housing conditions). An additional feature of these approaches is that they are
based on a hierarchy of needs that individuals or communities consider as necessary to live a decent life.

10. This report describes measures of material deprivation that are available for different OECD
countries, with a focus on some of its most obvious forms. Its limited ambition is to review existing
measures, rather than offering a comprehensive assessment of material deprivation and its determinants, as
one step in the direction of developing a more satisfactory measure of poverty in OECD countries.
Section 2 discusses some conceptual issues underpinning the definition of material deprivation, and
identifies its main dimensions and components. Section 3 presents some information, based on aggregate
data, on the prevalence of material deprivation in selected OECD countries. Section 4 highlights some of
the main results from the literature on multiple deprivations, with a focus on the relation between
deprivation and income poverty, on the characteristics of persons at risk of deprivation, and on ways of
aggregating the information on different aspects of deprivation into synthetic measures. The last section
concludes.

10
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2. CONCEPTUAL ISSUES:
ALTERNATIVE MEASURES OF POVERTY AND MATERIAL DEPRIVATION

Introduction

11. This section describes the main concepts and methodological issues underpinning the study of
material deprivation. First, it discusses material deprivation as one way of measuring poverty. Second, it
argues that a comprehensive assessment of poverty requires multidimensional measures. Third, it identifies
different dimensions of material deprivation, building on the seminal work of Townsend (1979), Mack and
Lansley (1985) and Ringen (1988).

The measurement of poverty: basic approaches’

12. Much theoretical and empirical work has been devoted in the past few decades to the task of
measuring poverty. Although taking a variety of perspectives, all approaches to the measurement of
poverty rely on the specification of:

e  athreshold separating the poor and the non-poor; and

e anindex that expresses how far from the threshold the poor are.
13. With respect to the first criterion, approaches to the measurement of poverty can be distinguished
along two dimensions. First, the metric used can be either “monetary” or “non-monetary”. Second, it can
refer to either “inputs”, i.e. indirect measures, or to “outcomes”, i.e. direct measures. Based on these two

dimensions, Table 1 distinguishes among four approaches to the measurement of poverty, and provides
examples of indicators falling under each.

Table 1. Alternative approaches in the measurement of poverty

Input-based methods Outcome-based methods
(indirect measures) (direct measures)
Monetary measures - Income measures, budget-standard - Basic needs measures
approach
Non-monetary measures - Access to employment, public - Material deprivation measures, capability
services indicators (e.g. life-expectancy, literacy)
Source: OECD.
1. The conceptual underpinnings of these different approaches are discussed by Fleurbaey et al., 1997.

11
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14. Most poverty measures are “monetary” and “input” based, where inputs are the resources
required to achieve well-being. Income measures fall in this category. These income measures can be
based on either “absolute” or “relative” thresholds. Absolute thresholds define poverty on the basis of a
normative judgment of, for example, what qualifies as basic needs or what is the proportion of food
expenses in the household’s budget.” While most of these measures are not purely “absolute” — they
define poverty through a standard that is both time- and space-specific — their common characteristic is
that they build on a priori assumptions of what basic needs should be satisfied. Conversely, relative-
income measures fix an arbitrary threshold relative to a “typical” standard in society; recent OECD work,
for example, has mainly relied on a threshold set at half of median equivalised household disposable
income (Forster and Mira d'Ercole, 2005).

15. Measures focusing on “outcomes” represent a complementary approach to input-based measures.
They concentrate on the final conditions of individuals, rather than on the means required to achieve those
conditions. Outcomes are generally conceived in terms of “well-being” or “living standards”, and
measured based on either a money-metric — as in the case of the “basic needs” method, which considers
whether actual household expenditures fall short of some minimum level — or on a non-monetary metric.
The indicators falling in this latter category — i.e. “non-monetary” and “outcome” based measures of
poverty — measure material deprivation. Material deprivation broadly refers to the lack of material goods,
financial difficulties and to the individual’s inability to live a decent life.

Toward a multi-dimensional view of poverty

16. While each of these approaches to poverty measurement has advantages and shortfalls, they all
complement each other (Ringen 1987, 1988; Nolan and Whelan, 1996; Short, 2005). The main rationale
for the joint use of monetary and non-monetary indicators is that poverty is multidimensional (Kolm, 1977
Atkinson and Bourguignon, 1982; Maasoumi, 1986; and Tsui, 1995). For example, various sub-groups of
the population may experience different forms of poverty (food, clothing, shelter, income, etc.), leading to
low correlation between monetary and non-monetary indicators of poverty (Muffels, 1993; Nolan and
Whelan 1996). Sen (2000) argues that an integrated approach to measuring poverty should account for its
multiples causes and consequences, with a focus on individuals' command over resources — capabilities
— and the resulting outcomes — functionings. This approach provides a framework for investigating the
links between the different aspects of poverty. Efforts to make this approach operational are currently
pursued in some OECD countries (Box 1).

2. Examples of absolute poverty measures are the “budget-standard approach”, the “food ratio method”, and
the “Social Security poverty line”. The budget-standard approach relies on selecting a number of items that
are deemed to be necessary for a nutritionally adequate diet and aggregating them through market prices.
Within this approach, non-food items can be taken into account by either multiplying the necessary food
expenditure by a proportional factor or by selecting them in an ad hoc way. This approach leads to an
estimate of the amount of money needed to ensure a minimum standard of living. The food ratio approach
is based on the observation that the share of income spent on necessities falls when income rises. In this
approach, the poverty line can then be defined as the (average) income level at which a specified
proportion of spending goes to necessities. The Social Security poverty line method sets the poverty
threshold at the income support offered to welfare clients in a given country, based on the assumption that
this represents a consensus on the minimum level of income acceptable in a given society, or an official
view on that minimum. Nolan and Whelan (1996) provide a description of the conceptual underpinnings of
these methods as well as on their advantages and drawbacks.

12
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Box 1. A capability framework for assessing poverty:
an application in the case of Australia

A framework for measuring poverty that builds on Sen's approach is proposed by Headey (2005) for Australia.
His framework distinguishes between: i) low capabilities, defined in terms of access to different stocks of financial,
human, health and social capital; ii) low functioning, defined through flow measures of financial, employment, health
and family functionings; and iii) low well-being, defined through a range of indicators of psychological outcomes.
Indicators in the first category include measures of asset-poverty (i.e. people with holdings of financial assets
insufficient to keep them above the income-poverty line for three consecutive months), low education, work-experience
and literacy skills, health disability and poor social networks. Indicators in the second group include measures of
income-poverty and welfare reliance, unemployment and (household) joblessness, poor physical and mental health,
and social isolation (i.e. low frequency of contacts with friends and relatives). Indicators in the last group include
measures of low satisfaction with financial conditions, work, health, family and life outcomes.

Heady presents indicators for each of these domains based on the first three waves of the Household Income
and Labour Dynamics in Australia (HILDA) survey, which allow distinguishing between “permanent" and "transitory"
conditions in each of these domains. Indicators refer to both the total population and to selected subgroups at high risk
of poverty. These various indicators are used to highlight linkages and "points of entry" for policy interventions.
Evidence presented by Headey suggests that a strong linear relationship links low capabilities today and low
functioning and well-being in later years; and that different well-being outcomes depends on various combinations of
capabilities and functionings.

17. This report takes a narrower perspective to the measurement of poverty than the one outlined
above. It moves beyond the one-dimensional focus on income but limits its scope to measures of material
living standards. Also, while recognising the limits of income-poverty measures, this report does not argue
that measures of material deprivation, by themselves, provide a better approach: rather it stresses the need
to integrate information from both, as both income-based and deprivation measures of poverty suffer from
imperfections. Methods based on current income are affected by transitory occurrences that potentially
affect a large number of individuals. Conversely, measures of material deprivation may fail to distinguish
between poor outcomes that result from financial constraints and those due to personal choices and life-
styles; even when survey questions do distinguish between these two conditions, data on material
deprivation may be affected by habits, past-dependent preferences and low aspirations. Further, because of
embarrassment or unwillingness to reveal their distress, some of the most disadvantaged in society may
under-report the extent of their deprivations or fall outside of the scope of the survey (e.g. the homeless).

Definitions of material deprivation

18. Much of the interest in measuring material deprivation (or “hardship”) stems from the work of
Townsend (1979). Townsend related the concept of deprivation to the broader notion of “inability of living
a decent life”. Following Townsend, other scholars have emphasised the notions of “shame” and “inability
to live a decent life with dignity” to illustrate the concept of material deprivation (Sen, 1983). Today, most
authors define material deprivation as “exclusion from the minimum acceptable way of life in one’s own
society because of inadequate resources” (Callan et al., 1993; Nolan and Whelan, 1996; Kangas and
Ritakallio, 1998; Layte et al. 2001; Whelan et al. 2002; Perry, 2002). Another common definition refers to
“the lack of socially perceived necessities” (Bradshaw and Finch, 2003; Nolan and Whelan, 1996). While
all these definitions are consistent with both “absolute” and “relative” interpretations of poverty, they
retain the notion that the household is the fundamental unit within which resources are shared and needs
satisfied.

19. These definitions of material deprivation are consistent with a range of measurement approaches.
For example, Townsend (1979) identified 11 forms of deprivation and a set of 60 indicators describing
them, from households data collected in 1969 for the United Kingdom. The survey used by Townsend
covered the most important aspects of living standards (diet, clothing, shelter, education, health,
environment, family activities and social relations). Based on binary deprivation scores (i.e. having or not
having a specific good) for these items — which included having a refrigerator or an indoor toilet, having
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spent an evening out during the last fortnight, having enjoyed a week’s holiday away from home in the last
year, having consumed fresh meat every second day, or having a cooked breakfast most days — Townsend
built a scale for each of them (individuals with a score equal to or greater than 5 were characterised as
living in deprivation) and derived an income-threshold corresponding to the level below which
“deprivation scores escalated disproportionately”.

20. Subsequent contributions have both criticised and extended the measurement approach followed
by Townsend. Piachaud (1981) questioned the failure to distinguish between the lack of a good (or an
activity) due to a voluntary choice of individuals from that resulting from financial constraints. Ringen
(1988) criticised Townsend's approach for trying to assess material deprivation (a direct measure of
poverty) through an income’s threshold (an indirect measure of poverty). Other authors have raised
questions on the arbitrary list of items used and on the failure to take into account the seriousness of
different forms of deprivation (Gordon, 2000).

21. Later contributions have addressed these criticisms. Mack and Lansley (1985) have tried to
reduce the arbitrariness implicit in the choice of deprivation items by defining specific questions, within a
survey for the United Kingdom, aimed at eliciting respondents to evaluate whether a certain number of
items were perceived as “social necessities”. Further, to account for the possible influence of preferences in
shaping households’ life-styles, they phrased questions so as to distinguish between enforced lack (i.e. an
affordability problem) and free choice.’ Desai and Shah (1988) adopted a different approach for the
construction of a deprivation index: first, they replaced binary deprivation scores with a continuous score
that reflected the distance between the respondent’s and the modal value in the distribution of each given
item; second, they applied weights that reflected how common was access to a given item among the total
population to aggregate across dimensions.”

22. More recent approaches to the definition and measurement of deprivation include Callan et al.
(1993), who selected indicators of deprivation for Ireland starting from the basic idea that items have to be
market-valuable, i.e. “acquired by the use of people’s disposable income”.” Callan et al. further examined
how different dimensions of deprivation correlate with each other, and whether clusters of correlated items
could be employed to characterise the deprivation experience of particular groups of the population. Based
on this analysis, they identified three groups of deprivation items: basic life-style, housing and availability

of consumer durables. Later research has relied on similar classifications.
Dimensions and components of material deprivation

23. The literature on material deprivation has provided a variety of typologies and relied on different
approaches (e.g. factor analysis) to identify the main components of material deprivation. Figure 1
proposes a simple decomposition of the broad notion of material deprivation into its different “dimensions”
and, for each of them, “main components” and individual items. This typology is proposed as providing a
convenient grid for reviewing the available evidence across OECD countries. The first layer of Figure 1

3. Mark and Lansley built a 22-items summary index of “socially-perceived enforced lacks” that are
negatively related to household income. Based on this index, they defined as “poor” those individuals who
were lacking three or more items among those aggregated into the index.

4. By applying their summary index to the original Townsend’s dataset, Desai and Shah (1988) identified a
significant relationship between income and deprivation scores, and between deprivation scores and socio-
demographics characteristics of the respondent.

5. The authors used data from the Living in Ireland survey for 1987, which relied on the Mack and Lansley
format and collected views about which items are considered as necessities.
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distinguishes between “objective” and “subjective” dimensions of material deprivation,’ with each of them
further disaggregated into specific components and items.

e  Objective dimensions of material deprivation refer to the capacity of individuals and households
to satisfy four types of needs:

1. “Satisfaction of basic needs” refers to those items (e.g. food, clothes, ability to keep the home
warm during winter, etc.) whose availability is essential for physical survival.

2. “Capacity to afford basic leisure and social activities” (e.g. having a week of holiday away
from home at least once per year, or occasionally inviting friends and relatives at home for
drinks or meals) refers to items that, while not essential for physical survival, are critical for
enjoying a “decent” quality of life.

3. “Availability of consumer durables” refers to items that are essential to perform every-day
life activities (e.g. having a telephone) or that significantly ease housework and other
domestic tasks (e.g. having a microwave oven).

4. “Housing conditions” relate to both the physical characteristics of the dwelling
(e.g. availability of electricity, water supply, or indoor flushing toilet, or whether parts of the
dwelling are deteriorated or damaged) and to the broader environmental characteristics of the
areas where dwellings are located (e.g. exposure to noise, indoor pollution etc.).

e Subjective dimensions refer to people's appreciation of their conditions. These include:’

5. “Appreciation of own personal conditions”, in terms of their financial stress and ability to
make ends meet,® subjective perception of whether they consider themselves as poor and
individual’s satisfaction with respect to life and its domains (e.g. work, housing and health).

6. “Characteristics of the social environment” where individuals live, in terms of features of
their neighbourhood (e.g. exposure to specific hazards, fears of crime and of availability of
public services such as schools and hospitals)’ and social networks of individuals (e.g. ability
to rely on support from others in case of need).

24. The next section will review statistical measures pertaining to the six components of material
deprivation highlighted in Figure 1. However, not all of the detailed items listed under each of these
components are equally relevant for an assessment of material deprivation and few measures exist for
some. As a result, measures of the appreciation of the individuals' own conditions reviewed below are
limited to measures of financial stress (i.e. excluding indicators of the extent to which individuals “feel
poor” and subjective measures of life satisfaction). Similarly, measures of the social environment are
limited to those relating to social networks (i.e. excluding indicators of neighbourhood characteristics).

6. While useful as an organising tool, the distinction between objective and subjective dimensions of material
deprivation is sometimes arbitrary: most data on material deprivation comes from surveys responses which
have a subjective character; also, some of the categories listed in Figure 1 as belonging to the subjective
dimension of material deprivation refer to specific objective conditions (such as arrears in paying rents).

7. Van den Bosch (2001) provides a comprehensive discussion of the subjective dimensions of deprivation
and a detailed description of methods used for the subjective assessment of poverty. Gallie and Paugam
(2002) provide useful discussions of issues related to the social environment.

8. This item — usually labelled as “financial stress” or “economic strain” of families — is most often
measured through questions on whether respondents feel that they can meet essential needs or have
payment arrears with rents or utility bills.

9. While both of these items have an “objective” nature (e.g. fear of crime is related to the frequency of
criminal offences in a given neighbourhood), these indicators are strongly affected by the individual's self-
assessment of these conditions.
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3. EVIDENCE ON THE PREVALENCE OF DIFFERENT TYPES OF MATERIAL
DEPRIVATION

How deprivation should be measured in a cross-country context....

25. According to Nolan and Whelan (1996), the key issues in the research on material deprivation
are: 1) the selection of items that are most suited to characterise material deprivation; ii) the assessment of
the importance of “preferences” and “constraints” as determinants of living conditions; iii) the aggregation
of different components of material deprivation into one (or more) summary index; iv) the selection of a
cut-off point to distinguish those suffering from deprivation from those that do not; and v) understanding
the causal process that leads to material deprivation.'’

26. In general, the choice of indicators of deprivation should be inspired by some general criteria
relating to their properties in terms of relevance, clarity, and comparability (Eurostat, 2002).

e  With respect to relevance, indicators of material deprivation should unambiguously capture
“a state of observable and demonstrable disadvantage” (Townsend, 1988) or the fact that
individuals “have been denied the opportunity of having or doing something” (Nolan and
Whelan, 1996). Some indicators of material deprivation may reflect the characteristics of
individuals in a particular phase of their life (e.g. ownership of some consumer durables
such as dishwashers) rather than permanent conditions (Hagennars, 1986) and be less
relevant for an overall assessment of deprivation.

e  C(Clarity brings to the fore questions pertaining to both the phrasing of survey questions and
the distinction between constraints and preferences. For example, answers to survey
questions about the shortage of home space may relate to both lack of space due to inability
to afford a larger house or to the feeling of respondents in terms of adequacy of living space,
as shaped by their preferences or expectations.

e Finally, comparability is a central criterion in the study of material deprivation across
countries. While this criterion generally requires choosing items capturing the same aspect
of deprivation in all countries, this may imply that some of the indicators selected have little
“relevance” in some countries. This is because material deprivation has different meanings
in different societies: for example, health care and education may not be an issue in
countries where they are provided universally, but are an essential dimension in others.
Also, to the extent that material deprivation relates to the absence of socially-perceived
necessities, then views about what basic needs should be satisfied may also vary across
countries (e.g. personal computers may be a necessity in countries where information
technologies are essential to finding a job and a luxury good in other countries).

10. The first two items require selecting indicators that are comparable across countries, and are discussed in
this section. The other three points will be discussed when reviewing studies on deprivation based on
individual records (Section 4).
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....and how it is currently measured in national surveys

27. Ideally, a comparative assessment of material deprivation would rely on measures that satisfy the
criteria of relevance, clarity and comparability mentioned above, implemented through surveys asking
questions that are similar and equally meaningful in all OECD countries. Unfortunately, few such
instruments currently exist. One comparative survey providing information on a few forms of material
deprivation is the Pew Global Attitudes Project, a series of worldwide public opinion surveys, originally
covering 38 000 people in 44 countries and later expanded to 75 000 people in around 50 countries.
Figure 2 shows the share of respondents in selected OECD countries who report having faced difficulties
in meeting everyday expenses in three essential areas (food, health care and clothing). These data suggest
that a significant share of survey respondents (especially in Turkey, Mexico and Poland) report having
been unable to afford basic food items at some point during the year, with even higher proportions
reporting having been unable to buy heath care and clothing the family needed. In general, OECD
countries recording a high proportion of deprivation in one dimension also report high value in the others.

Figure 2. Financial difficulties in meeting everyday expenses in selected OECD countries, 2000
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Note. Percentage of individuals reporting each of the three types of financial difficulty.
Source: Pew Global Attitude Project.

28. The paucity of international data, and the growing interest in material deprivation in the past two
decades, has translated into substantial efforts at the national and regional levels to establish
comprehensive datasets allowing the construction of alternatives measures of poverty. At the regional
level, initiatives have mainly been limited to EU countries.'" At the national level, efforts have included the
creation of topical modules within existing surveys or specially conceived surveys (as the Living Standard
Survey in New Zealand and the Poverty and Social Exclusion Survey in the United Kingdom). While data
are increasingly available for several OECD countries, few studies exist that compare these data across
OECD countries. This reflects the heterogeneity and sparseness of data. While some 20 different surveys
on material deprivation have been identified in preparing this report, they differ in terms of the temporal
profile of the data (most surveys on deprivation are cross-sectional, most often carried out on a one-off

11. In Europe, Eurostat has developed two comprehensive social statistics projects. The “European
Community Household Panel”, from 1994 to 2001, covered a very broad range of deprivation items. The
EU “Survey of Income and Living Conditions” (EU-SILC), starting from 2003, covers a more narrow
range of deprivation items. In addition, the European Foundation for the Improvement of Living and
Working Conditions also carried out a survey (“Quality of Life in Europe”, ESQL) providing an extensive
monitoring of living conditions. Finally, the EU-Reporting project implemented by the Centre for Survey
Research and Methodology (ZUMA) aims at producing a European System of Social Indicators (EUSI).
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basis),'> wording of the survey questions, presentation of results (whether these refer to individuals or
households) and, most importantly, the underlying concepts being captured. Table 2 summarises major
differences in countries’ approaches to the measurement of material deprivation, in terms of nature of the
underlying concept that they try to capture and of the components of material deprivation that they cover.
Annex 1 provides more details on how the concept of material deprivation is defined and appraised in
surveys available in different OECD countries.

Table 2. Approaches to the measurement of material deprivation in OECD countries

Underlying concept’

Components of material deprivation?

Australia

Canada

European countries

Japan

Hardship

Housing affordability

Housing Core Need

Food Insecurity

Households “falling behind”

Material and Social Deprivation :
Exclusion from society due to the lack of
resources

Material and Social Deprivation :
Exclusion from society due to the lack of
resources

Basic needs

Basic Leisure and Social Activities
Financial Stress

Basic Needs (food)

Housing Conditions

Financial Stress

Basic Needs

Basic Leisure and Social Activities
Consumer Durables

Housing Conditions

Financial Stress

Basic Needs

Basic Leisure and Social Activities
Consumer Durables

Housing Conditions
Financial Stress
New Zealand Economic Living Standard Basic needs
Basic Leisure and Social Activities
Consumer Durables
Housing Conditions
Financial Stress
United States Material and Financial Hardship Basic Needs (health and childcare),
Food Insecurity Consumer Durables
Financial Stress

1. This refers to the latent concept that is most often referred to in research and policy analysis in each country considered.
2. This refers to the components of deprivation as identified in Figure 1.
Source: OECD.

Components of material deprivation: a review of evidence from national data

29. This sub-section presents national data on the extent of material deprivation in selected OECD
countries. The description is organised along the six main components of material deprivation identified in
Figure 1. The data, referring to the most recent available year, refer to the share of (private) households in
each country that report each specific form of deprivation (with the exception of New Zealand and the
United States, where data refer to individuals rather than households) and generally cover European
countries, as well as Australia, Canada, Japan, New Zealand and the United States. While the indicators
selected aim to satisfy all the general criteria described above, emphasis is given to those that can be (more
casily) compared across countries and that less depend on the institutional specificities or cultural traits of
each country.”® Annex 2 provides details on the survey used and on the wording of survey questions.

12. While longitudinal surveys allow a dynamic analysis of deprivation, they are subject to attrition bias,
i.e. the possibility that households exit the sample before the end of the panel. Rendtel ez al. (2004) report
moderate impact of the attrition bias on the panel-based estimates of equivalised household income at the
low end of the income scale in the European Community Household Panel.

13. As a result, this report does not consider indicators of availability of infrastructures and public services, of
political activism or participation in social activities.
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30. For each of the six components of material deprivation, Tables 3 to 8 also provide a summary
index, defined as the average of the indicators across different items.'* These averages are based on two
different weighting methodologies (simple and weighted averages), where the second approach allows
weights to vary across countries and times (Box 2). In addition to averages for each of the six components
of material deprivation, Table 9 also presents an overall summary measure of material deprivation, defined
as the simple average across the six dimensions."

Basic needs

31. Table 3 refers to the share of households reporting to have been unable to satisfy basic needs at
some point in the past year. On average, around 15% of households in OECD countries report having been
unable to clothe themselves properly, 13% to have been unable to heat the home adequately, around 10%
to have experienced different forms of food insecurity, and 9% to have had limited access to health care.
These shares are, in general, larger in most Southern and Eastern European countries (especially for
heating and clothing), although this may partly reflect the cultural specificity of the indicators (Eurostat,
2002). Across OECD countries, there is in general a positive correlations between deprivation in each of
these various items (the average of these correlation coefficients is 66%); in particular, “inability to clothe
properly” is the item most highly correlated with others, and “inability to adequately heat home” the least.
These two items record the highest and lowest cross-country variability, as shown by their respective
coefficients of variation. The simple OECD-average of the incidence of deprivation in terms of basic needs
is 11%, and 10% when the items that affect only a small share of the population are given a larger weight.

Basic leisure and social activities

32. Indicators referring to basic leisure activities only refer to two items (“inviting friends and
relatives at home at least once per month” and “having one week of holiday away from home at least once
per year”, Table 4). Across OECD countries, 14% of all households report not having invited friends and
relatives over the past month (with this proportion exceeding 25% in Greece, Hungary, Poland, the Slovak
Republic and Turkey) and 33% not being able to afford one week of holiday per year (with this share
exceeding 50% in the same countries mentioned above plus Portugal). The correlation coefficient between
these two types of basic leisure activities is high (84%) and cross-country variability associated to the two
items is small. The average share of OECD households unable to afford basic leisure activities is 24%
based on unweighted data, and 21% when the deprivation items that affect only a small share of the
population are given a larger weight. While disparities exist across countries, basic leisure activities appear
to be a concern for a larger share of population than in the case of satisfaction of basic needs.

14. The values of these summary indexes are affected by the approach used in selecting the main components
of material deprivation. The approach here used does not rely on statistical tools that aim to identify
homogeneous clusters of indicators and to exclude redundant information.

15. In a similar spirit, the report by Atkinson et al. (2005) addressed to the Luxembourg EU presidency pleads
for the addition of two “absolute” indicators of deprivation to the list of EU Indicators for Social Inclusion.
The first is an aggregate index of 9 indicators elating to the inability to afford: i) keeping the home warm;
ii) paying for a week of annual holiday; iii) a meal with meat, chicken or fish every second day; iv) facing
unexpected financial expenses; v) regular payment schedules; vi) a car; vii) a colour TV; viii) a washing
machine; and ix) a telephone. The second is an aggregate index of 4 items relating to housing, i.e. absence
of: 1) bath or shower; ii) indoor flushing toilet; iii) not enough light in the accommodation; and iv) the
accommodation needs repairs.
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Box 2. Simple and weighted indices of material deprivation

Measures of the prevalence of material deprivation for different components (basic needs, consumer durables,
etc.) can be "averaged" across items to derive a single synthetic measure. Such averages can be either "simple" —
where each item is given the same weight in each country — or based on "country-specific" weights. Both approaches
are used in research on material deprivation. Under the second approach, the weights applied to each item are equal
to the inverse of the (square root of the) prevalence of specific forms of deprivation in each country: this implies that a
higher weight is applied to those items whose prevalence is lower; for example, in a country where it is very rare for
people to skip meals, having to do so will get a higher weight (i.e. be more important for deprivation) than for items that
are less common (e.g. having a car). Because of this feature, weighted averages of material deprivation reflect
country-specific features.

An illustration of the different approaches to the construction of "average" deprivation indices is provided by the
table below, which is based on data for three types of deprivation shown in Figure 2 (from the PEW "Global Attitude
Survey"). For example, in Czech Republic, the average share of individuals exposed to material deprivation is 10.8%
based on a "simple" average, and 9.6% based on a "weighted" average; while in the first case, each of the three
deprivation item has an equal weight (0.33), in the second case the item "lack of health and medical insurance" has a
higher weight (0.42) — and other two items a smaller one (0.34 for "lack of food", and 0.24 for "lack of clothing") —
because most people in the Czech Republic have access to health care. This implies that families lacking health care
— which are relatively few in the Czech Republic — are considered to live in more critical conditions than those who at
times lacked money to buy clothing, which is a concern for a larger part of population. Even though the weighted
indices of deprivation are less transparent that simple averages, they have some advantages:

e  They provide a picture of poverty that better reflects the characteristics of each country.

. Differences in countries’ weighted levels of deprivation are lower than in the case of simple averages.

e  Changes in deprivation over time are easier to interpret as the weights reflect the improvement or worsening
of each country in any given dimension of deprivation.
Percentage of respondents reporting that during the last year there have been times when they did not have enough
money to:
Pay for medical and

Buy food the family health care the family Buy Qlothing the Simple Weighted

needed needed family needed Average Average
Canada 9.5 12.5 16.4 12.8 12.5
Czech Rep. 8.5 5.8 18.0 10.8 9.6
France 8.1 5.3 11.6 8.3 7.9
Germany 4.8 7.8 9.9 7.5 7.2
Italy 11.2 12.1 16.4 13.2 13.1
Japan 3.9 4.4 5.0 4.4 4.4
Mexico 44.0 45.1 42.7 44.0 43.9
Poland 35.1 41.6 42.5 39.7 39.6
Turkey 44.7 47.5 47.5 46.6 46.6
United Kingdom 11.3 10.8 20.1 14.1 13.5
United States 15.4 26.5 18.8 20.2 19.7

Source: OECD calculations based on Pew Survey.
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Table 3. Share of households unable to satisfy basic needs in OECD countries, most recent year

Percentage
Inability to Inability to  Experiencing Inability to clothe Restricted Average of different
Survey and period adequately heat have a healthy food 4 access to dimensions
home' diet? insecurity3 properly health care® N X P
Simple Weighted
Australia HES, 2003-4 2 12 3 11 - 7 5
Austria ECHP, 2001; EQLS, 2002 1 6 11 10 5 6 5
Belgium ECHP, 2001; EQLS, 2002 4 3 7 7 8 6 6
Canada NPHS, 1998-99 8 8 - - 8 8
Czech Rep. EQLS, 2002 8 19 8 25 3 13 10
Denmark ECHP, 2001; EQLS, 2002 2 1 4 4 1 2 2
Finland ECHP, 2001; EQLS, 2002 7 4 9 8 3 6 6
France ECHP, 2001; EQLS, 2002 4 3 7 5 4 5 4
Germany ECHP, 2001; EQLS, 2002 3 2 13 7 3 6 4
Greece ECHP, 2001; EQLS, 2002 31 26 15 27 21 24 23
Hungary EQLS, 2002 11 34 8 38 8 20 16
Ireland ECHP, 2001; EQLS, 2002 4 1 7 4 10 5 4
Italy ECHP, 2001; EQLS, 2002 17 5 9 12 26 14 12
Japan SLC, 2003 1 - - 5 2 3 2
Luxembourg ECHP, 2001 6 2 6 1 5 4 3
Netherlands ECHP, 2001; EQLS, 2002 3 2 8 10 3 5 4
New Zealand NZLCS, 2000 4 11 - 10 8 8 8
Poland EQLS, 2002 30 17 23 36 19 25 24
Portugal ECHP, 2001; EQLS, 2002 56 3 11 38 17 25 17
Slovak Rep. EQLS, 2002 17 33 11 38 21 24 22
Spain ECHP, 2001; EQLS, 2002 42 3 3 7 4 12 6
Sweden EQLS, 2002 1 2 8 4 3 4 3
Turkey EQLS, 2002 45 53 39 43 33 43 42
United Kingdom ECHP, 2001; EQLS, 2002 2 8 7 7 3 5 4
United States SIPP, 2003 7 11 6 - 8 8 8
Simple average 13 11 10 15 9 11 10
Coefficient of variation 1.2 1.2 0.8 0.9 0.9 0.9 0.9
Notes. The symbol "—* indicates that no suitable survey question has been identified. Further information about national surveys

used is provided in Annex 1. For European countries, data in italics are based on ESQL rather than ECHP. Data for New Zealand and
United States refer to shares of individuals (rather than households) living in households reporting different types of deprivation. Data
from ECHP and the US "Survey on Income and Program Participation" (SIPP) are weighted with normalized cross-sectional
households’ weights. Data for New Zealand are from Jensen et al. (2002); they are weighted to take into account the probability of
selection, of non-response and sample stratification. Data for Japan from the "Survey on Living conditions" are not weighted.

1. Data refer to respondents that occasionally could not heat their home because of lack of money in Australia; that could not afford to
heat their home in European countries; that are not satisfied with the warmth of their house in winter in the United States; to the
average of the shares responding affirmatively to four questions ("household members often feel cold to save heating costs";
"household members often stayed in bed longer to save heating costs"; "household could not afford heating in all main rooms";
"household cannot afford warm bedding in the winter") in New Zealand; that could not afford heating and cooling devices in Japan.

2. Data refer to people declaring that they could not afford to eat meat or chicken every second day if they wished so in Europe; that
they did not eat the quality or variety of food that they wanted because of a lack of money in Canada; that they were not able to have
at least one special meal once a weak in Australia; to the average of the shares responding affirmatively to three questions ("the
household could not afford a special meal at home at least once a week"; "the household bought cheaper cuts of meat or eat less
meat than would like to keep costs down"; "the household went without fresh fruit and vegetables to help keep costs down") in New
Zealand; and to the average of those who "had enough but not always the kind of the food they want to eat" and "who could not afford
balanced meals" in the United States.

3. Data refer to individuals who "occasionally ran out of money to pay for food" in European countries; to the average of shares
responding affirmatively to four questions ("sometimes or often the food did not last"; "household has cut the size of the meals or skip
meals because of shortage of money"; "household has eaten less because of shortage of money"; "household has not eaten for a
whole day because of a shortage of money") in the United States; to persons declaring that "they did not have enough food to eat
because of a lack of money" in Canada; to persons who "went without meals because of a shortage of money" in Australia.

4. Data refer to respondents that "bought second-hand clothes because they could not afford to buy new ones" in European countries
and Australia; to the average share of respondents declaring that "family bought second hand clothes instead of new to help keep
costs down" and that they "continue to wear worn-out clothing because of lack of money" in New Zealand; and to the average of
respondents indicating that that could not afford buying new underwear once per year and clothes for special occasions in Japan.

5. Data refer to respondents declaring that "on the last occasion they needed to see a doctor or a medical specialist, the cost of it
made it difficult to do so" for European countries; to the average of shares of respondents declaring that "they occasionally could not
see a doctor despite needing one because of lack of money" and that "they could not see a dentist despite needing one because of
lack of money" in the United States; to the average share of respondents declaring that "they postponed/put off visits to doctor"; "they
postponed/put off visits to the dentists"; "they did not pick up prescription"; "they went without glasses" in New Zealand; and to those
who could not afford visiting a doctor when needed in Japan.

6. Weights vary inversely to the square root of the share of the population lacking a given item (i.e. forms of deprivation which affect
only a small share of the population are given a larger weight than those that are more common). Weights are scaled to sum to 1
across items. Weights for new European countries, Luxembourg and Sweden use data from ESQL rather than ECHP.

7. Average of the countries listed above, weighted by the number of households in each country.

Source: OECD.
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Table 4. Share of households unable to afford basic leisure activities in OECD countries, most recent year

Percentage

Having one week
holiday away from
home at least once per

Inviting friends and
Survey and period relatives at least once
per month’

Average of different dimensions

year’ Simple Weighted®
Australia HES, 2003-4 6 26 16 13
Austria ECHP, 2001 10 21 16 15
Belgium ECHP, 2001 8 20 14 12
Czech Rep. EQLS, 2002 19 34 27 25
Denmark ECHP, 2001 2 11 7 5
Finland ECHP, 2001 9 26 17 15
France ECHP, 2001 5 24 14 10
Germany ECHP, 2001 14 21 17 17
Greece ECHP, 2001 36 51 43 43
Hungary EQLS, 2002 30 63 47 43
Ireland ECHP, 2001 5 24 15 11
Italy ECHP, 2001 16 36 26 24
Japan SLC, 2003 - 26 26 26
Luxembourg ECHP, 2001 2 8 5 4
Netherlands ECHP, 2001 5 13 9 8
New Zealand NZLCS, 2000 5 21 13 10
Poland EQLS, 2002 34 68 51 48
Portugal ECHP, 2001 15 59 37 30
Slovak Rep. EQLS, 2002 26 64 45 Y|
Spain ECHP, 2001 7 37 22 16
Sweden EQLS, 2002 4 15 10 8
Turkey EQLS, 2002 29 66 48 44
United Kingdom ECHP, 2001 24 24 24 24
United States SIPP, 2003 - - - -
Simple average 14 33 24 21
Coeficient of variation 0.77 0.58 0.60 0.64
Notes. The symbol "—* indicates that no suitable survey question has been identified. Further information about national surveys is

provided in Annex 1. For European countries, data in italics are based on ESQL rather than ECHP. Data for New Zealand and United
States refer to shares of individuals (rather than households) living in households reporting different types of deprivation. Data from
ECHP and SIPP are weighted with normalized cross-sectional households’ weights. Data for New Zealand are from Jensen et al.
(2002); they are weighted to take into account the probability of selection, of non-response and sample stratification. Data for Japan
from the "Survey on Living conditions" are not weighted.

1. Data refer to respondents declaring that "they could not afford inviting friends/family at home for a drink/meal at least once a
month" in European countries, Australia and New Zealand.

2. Data refer to respondents declaring that "they could not afford one-week holiday away from home at least once a year" in
European countries, Australia and New Zealand; and that could not afford an overnight trip per year in Japan.

3. Weights vary inversely to the square root of the proportion of the population that does not have a given item (i.e. forms of
deprivation which affect only a small share of the population are given a larger weight than those that are more common). Weights
are scaled to sum to 1 across items.

4. Average of the countries listed above, weighted by the number of households in each country.

Source: OECD.
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Availability of consumer durables

33. There are large differences across OECD countries in the share of households possessing
different consumer durables depending on the good considered (Table 5). While the share of households
declaring that they do not possess a TV set or a telephone is, on average, 2% or less, 5 to 6% report not
owing a video-recorder or a microwave, 13% do not own a car, and around 18 % or more do not own a
personal computer. The shares of households lacking basic consumer durables are generally higher in
Australia, Canada and the United States than in most European countries, but this may partly reflect
differences in the wording of survey questions (in the former countries the survey question does not
distinguish between financial constraints and voluntary choice). Cross-country differences in the
possession of consumer durables are generally higher than in the case of basic needs and leisure activities,
in particular when looking at possessions of cars and microwaves. Despite the high country variability,
lack of one type of durables is very much correlated with that in another category. On average, 11% of
OECD households report lacking some basic consumer durables, a share that declines to 9% when
considering the weighted average.'®

Table 5. Share of households lacking basic consumer durables in OECD countries, most recent year

Percentage
Microwave Personal Average of different dimensions
Survey and period Television' Video-recorder’ 1 Telephone1 Car' 1
oven computer A ) 2
Simple Weighted

Australia MPS, 2003, 2005; HES, 2003/04 1.00 16.00 9.00 4.00 11.00 32.00 12 7
Austria ECHP, 2001 0.31 4.20 3.53 0.52 3.62 8.81 3 2
Belgium ECHP, 2001 0.19 1.68 1.70 1.02 4.41 4.90 2 1
Canada SHE, 2003 - - 7.00 3.70 - - 5 5
Czech Rep. EQLS, 2002 - - - - 19.00 18.00 19 18
Denmark ECHP, 2001 0.23 1.80 4.08 0.06 8.38 4.95 3 1
Finland ECHP, 2001 0.79 3.85 1.60 0.16 5.29 8.14 3 2
France ECHP, 2001; EQLS, 2002 0.44 5.23 4.17 0.98 4.50 11.00 4 3
Germany ECHP, 2001; EQLS, 2002 0.46 . . 1.12 9.21 18.00 7 3
Greece ECHP, 2001 1.51 14.37 16.51 1.98 14.17 16.30 1 7
Hungary EQLS, 2002 - - - - 27.00 23.00 25 25
Ireland ECHP, 2001 0.90 3.29 3.46 1.88 9.07 15.43 6 4
Italy ECHP, 2001 0.79 5.51 8.92 1.38 3.05 15.13 6 4
Japan SLC, 2003 - 3.50 1.50 2.00 5.90 12.40 5 4
Luxembourg ECHP, 2001; EQLS, 2002 0.00 0.00 0.00 0.03 2.00 2.00 1 0
Netherlands ECHP, 2001 0.15 1.77 1.59 0.02 1.08 4.01 1 0
New Zealand NZLCS, 2000 0.01 4.00 4.00 2.00 3.00 - 3 1
Poland EQLS, 2002 - - - - 30.00 40.00 35 35
Portugal ECHP, 2001 1.87 16.83 24.82 5.13 16.12 26.10 15 11
Slovak Republic EQLS, 2002 - - - - 29.00 28.00 29 28
Spain ECHP, 2001 0.40 7.56 10.42 1.63 8.40 21.43 8 4
Sweden ECHP, 2001; EQLS, 2002 0.00 0.00 0.00 . 7.00 4.00 2 0
Turkey EQLS, 2002 - == == - 62.00 61.00 62 61
United Kingdom ECHP, 2001; EQLS, 2002 0.00 0.00 0.00 0.00 10.00 10.00 3 0
United States SIPP, 2003 1.17 8.69 3.36 4.81 - 33.27 10 6
Simple average 1 5 6 2 13 18 11 9
Coeficient of variation 0.97 0.97 1.13 0.95 1.07 0.77 1.22 1.55
Notes: The symbol "—" indicates that no suitable survey question has been identified. The symbol ".." indicates that survey questions

have been identified, but no data have been collected. Further information about national surveys is provided in Annex 1. For
European countries, data in italics are based on ESQL rather than ECHP; data in bold require verification with country experts. Data
for New Zealand and United States refer to shares of individuals (rather than households) reporting different types of deprivation.
Data from ECHP and SIPP weighted with normalized cross-sectional households’ weights. Data for New Zealand are from Jensen et
al. (2002); they are weighted in the light of the probability of selection, non-response and sample stratification. Data for Japan from
the "Survey on Living conditions" are not weighted.

1. Data refer to respondents declaring that "they do not have a given item as they could not afford to buy it" for European countries,
Japan and New Zealand; and to respondents declaring that "they do not have a given item" in the United States, Canada and
Australia.

2. Weights vary inversely to the square root of the proportion of the population that does not have a given item (i.e. form of deprivation
which affect only a small share of the population are given a larger weight than those that are more common). Weights are scaled to
sum to 1 across items.

3. Average of the countries listed above, weighted by the number of households in each country.

Source: OECD.

16. When excluding countries for which only few indicators are available (Czech Republic, Hungary, Poland,
Slovak Republic and Turkey) the simple average falls to 8%.
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Housing conditions

34, While housing conditions have two main dimensions — “quality”, such as basic amenities, state
of repair and overcrowding, and “affordability”, most generally expressed as the ratio of rents or housing
costs to household income — this section is limited to the first.'” Table 6 presents 8 indicators providing a
comprehensive picture of the housing conditions of families. These conditions refer both to the dwelling
and to the area where individuals live. In terms of basic features of dwellings, 4% or less of OECD
households report lacking an indoor toilet, shower or hot running water, although with large differences
across countries.'® A larger share of the population reports discomforts such as pollution, noise and crime
(respectively 13%, 21% and 19%), with little variation across countries. The overcrowding indicator refers
(in most cases) to dissatisfaction with respect to housing space: around 14% of all OECD households
report this type of deprivation, with little variation across countries.'’ Overall, the items describing housing
conditions are not very correlated with each other, with the exceptions of overcrowding and pollution. The
average share of OECD households experiencing critical housing conditions is 12%, based on unweighted
data, and 8% based on weighted ones.

Financial stress

35. There are, in general, large cross-country differences in terms of the items considered within the
component of “financial stress”, reflecting the diversity of items included. On average, 9% of households
report having been unable to pay utility bills during the year preceding the survey, a share that is much
higher in eastern European countries, Turkey and Australia (Table 7). Around 5% of households report not
having been able to pay rents or mortgages, with small differences across countries. Only 3% of
households report not having been able to repay other loans, but such data exist for only a few OECD
countries and their interpretation raises specific problems.” Finally, around 20% of households declare on
average to have been unable to make their ends meet, with much higher values in several eastern European
countries. Different forms of financial stress are generally highly correlated with each other, with the main
exception of the indicator referring to the inability to repay loans. The simple OECD average of
households suffering from financial strain is 10%, while the weighted average is 8%."'

17. Previous OECD research has gathered information on “housing affordability”, defined as house price-to-
income ratio or as house rent-to-income ratio [GOV/TDPC/URB (2004) 6].

18. The high dispersion reflects the existence of outliers, such as Greece, in terms of hot running water. The
very high share of household reporting to lack indoor toilet in Luxembourg reflects the small number of
observations for this question (and the use of “weighted” data) in Table 6.

19. An “objective” measure of overcrowding (households living in a flat with less than 1 room per person)
suggests that only 2-3% of OECD households live in such conditions [GOV/TDPC/URB (2004)6]. This
indicator, however, is only available for a few OECD countries and refers to the (average) share of the
population living in these conditions.

20. This is because most household reporting material deprivation are also likely to face constraints in financial
markets, hence limited indebtedness. Also, availability of consumer loans depends on the characteristics of
credit markets, which differ among OECD countries.

21. The simple average is 16% when excluding Australia and Canada (where some indicators are missing).
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Table 6. Share of households experiencing poor housing conditions in OECD countries, most recent year

Percentage
Over- Accomodati Accom_odation Accom_odation Accomodation A:g::;::fn Accomodation  Accomodation Average of different dimensions
Survey and period g on needs lacks indoor lacks indoor lacks hot h y exposed to exposed to
crowding . 2 5 _ X s hoise/ traffic g e
repairs shower/ bath toilet running water . 6 pollution crime
nuisance Simple Weighted®

Australia AHS, 1999 5 8 0 1 - - - - 3 2
Austria ECHP, 2001 11 4 2 3 1 20 4 5 6 4
Belgium ECHP, 2001 9 6 2 2 24 10 18 9 6
Canada SHE, 2003 1 8 - - - - 5 3
Czech Rep. EQLS, 2002 15 9 - 5 - 20 20 27 16 14
Denmark ECHP, 2001 14 5 1 0 0 15 4 9 6 3
Finland ECHP, 2001 14 2 1 1 2 22 14 23 10 5
France ECHP, 2001 12 9 2 2 1 23 17 20 1 7
Germany ECHP, 2001; EQLS, 2002 14 7 1 1 1 8 5 23 8 5
Greece ECHP, 2001 19 9 4 6 79 23 15 6 20 13
Hungary EQLS, 2002 18 19 - 9 - 21 22 36 21 19
Ireland ECHP, 2001 7 5 1 1 2 1" 7 10 5 4
Italy ECHP, 2001 16 6 1 1 1 34 15 14 11 5
Japan SLC, 2003 21 17 2 1 3 32 - - 13 7
Luxembourg ECHP, 2001; EQLS, 2002 7 6 1 14 3 16 16 22 1 7
Netherlands ECHP, 2001 11 8 0 0 0 35 " 19 11 3
New Zealand NZLCS, 2000 - 14 - 0 0 21 7 - 8 0
Poland EQLS, 2002 30 25 11 - 20 22 29 23 22
Portugal ECHP, 2001 22 23 8 7 8 18 19 22 16 14
Slovak Rep. EQLS, 2002 14 26 - 7 - 17 18 34 19 17
Spain ECHP, 2001 16 9 1 0 1 28 10 15 10 4
Sweden ECHP, 2001; EQLS, 2002 5 4 1 1 7 5 14 5 4
Turkey EQLS, 2002 33 20 12 29 29 39 27 25
United Kingdom ECHP, 2001 19 6 1 1 22 7 19 11 5
United States SIPP, 2003 8 5 - - - 17 3 5 8 7
Simple average 14 10 2 4 7 21 13 19 12 8
Coefficient of variation 0.53 0.68 1.04 1.14 2.97 0.35 0.56 0.51 0.53 0.82
Notes. The symbol "—" indicates that no suitable survey question has been identified; the symbol ".." stands for not available. Further

information about national surveys used is provided in Annex 1. For European countries, data in italics are based on ESQL rather
than ECHP. Data for New Zealand and United States refer to shares of individuals (rather than households) living in households
reporting different types of deprivation. Data from ECHP and SIPP are weighted with normalized cross-sectional households’ weights.
Data for New Zealand are from Jensen et al. (2002); they are weighted to account for probability of selection, non-response and
sample stratification. Data for Japan from the "Survey on Living conditions" are not weighted.

1. Data refer to households declaring that "their dwelling does not have a sufficient number of rooms" in Australia; "that are not
satisfied with the space of their dwelling" in European countries; "that they are somewhat or very dissatisfied with the space in their
dwelling" in the United States; that they live in dwelling where "each member of the household does not have its own room" in
Canada; that they have an "insufficient number of bedrooms" in New Zealand; and to the average of those declaring that they could
not afford "more than one bedroom", "a bedroom different from the living room" and "enough storage space" in Japan.

2. Data refer to households declaring that "their dwelling is in essential need of repair" in Australia; to those reporting "dampness,
leakiness and rot in the dwelling" in European countries; to those declaring that their dwelling is "in need of repair” in Canada; to the
average share reporting "draughts” and "dampness” in New Zealand; to the average share reporting "cracks in the wall", "leaking
roof", "broken windows" and "to be (very) dissatisfied with the state of repair of the dwelling" in the United States; and to the average
of those declaring that they could not afford repairing "rainwater leaking or air sipping" and "dampness or lack of fresh air" in Japan.

3. Respondents declaring that "their accommodation does not have a bath or a shower" in European countries and Australia; and that
could not afford a bathroom (not shared with other dwellings) for the family's own use in Japan.

4. Respondents declaring that their accommodation "does not have an indoor flushing toilet" in European countries and Australia; and
that could not afford a toilet (not shared with other dwellings) for the family's own use in Japan.

5. Respondents declaring that "their accommodation does not have hot running water" in European countries and New Zealand; and
that could not afford a hot-water heater in Japan.

6. Data refer to respondents declaring that "their accommodation suffers from noise from neighbours or outside" in European
countries; that their "neighbourhood suffers from traffic noise problems" in the United States; that "their accommodation suffers from
various problems like traffic noise, pollution and smell" in New Zealand; and that they can hear noises from neighbours in Japan.

7. Data refer to respondents declaring that "their accommodation suffers from pollution, grime or other environmental problem caused
by traffic or industry”" in European countries; to the average share of respondents declaring that "there are odours, smoke or gas
fumes" and "there are problems caused by industry and business" in the United States; to respondents declaring that "their
accommodation suffers from various environmental problems like traffic noise, pollution and smell" in New Zealand.

8. Data refer to people declaring that "there is crime or vandalism in the area where they live" in European countries; to the average
share of those reporting that they do not consider "their home " and "their neighbourhood" safe in the United States.

9. Weights vary inversely to the square root of the proportion of the population lacking a given item (i.e. forms of deprivation which
affect only a small share of the population have a larger weight than those that are more common). Weights sum to 1 across items.
10. Average of the countries listed above, weighted by the number of households in each country.

Source: OECD.

26



DELSA/ELSA/WD/SEM(2006)6

Table 7. Share of households reporting various forms of financial stress in OECD countries, most recent

year
Percentage
Arrears in bills Arrears in Arrears in Inability to  Average of different dimensions
Survey and period during the past mort.gages/ rents repay.ment of loans make ends
1 during the past during the past 4 ) ] s
year year2 year3 meet Simple Weighted

Australia HES, 2003-4 15 - - - 15 15
Austria ECHP, 2001 1 1 1 14 4 2
Belgium ECHP, 2001 5 4 2 1 5 5
Canada SFS, 1999 14 - - - 14 14
Czech Rep. EQLS, 2002 7 5 - 19 10 9
Denamrk ECHP, 2001 2 1 1 1 4 2
Finland ECHP, 2001 6 7 9 12 9 8
France ECHP, 2001 5 3 2 12 5 4
Germany ECHP, 2001; EQLS, 2002 4 6 . 9 6 6
Greece ECHP, 2001 21 4 3 49 19 11
Hungary EQLS, 2002 18 7 - 28 18 15
Ireland ECHP, 2001 3 3 2 10 5 4
Italy ECHP, 2001 3 2 1 22 7 4
Japan SLC, 2003 5 6 5 25 10 8
Luxembourg ECHP, 2001 3 1 0 7 3 1
Netherlands ECHP, 2001 1 2 1 9 3 2
New Zealand NZLCS, 2000 10 7 10 - 9 9
Poland EQLS, 2002 28 7 - 53 29 22
Portugal ECHP, 2001 1 3 1 34 10 4
Slovak Rep. EQLS, 2002 15 11 - 24 17 16
Spain ECHP, 2001 3 2 1 21 7 4
Sweden ECHP, 2001; EQLS, 2002 4 3 5 4 4
Turkey EQLS, 2002 26 11 - 48 28 24
United Kingdom ECHP, 2001; EQLS, 2002 11 3 7 7 6
United States SIPP, 2003 10 6 - 15 10 10
Simple average 9 5 3 20 10 8
Coefficient of variation 0.88 0.65 1.12 0.70 0.70 0.75
Notes. The symbol “—* indicates that no suitable survey question has been identified; the symbol “..” indicates that data are not

available. Further information about the national surveys used is provided in Annex 1. For European countries, data in italics are
based on ESQL rather than ECHP. Data for New Zealand refer to shares of individuals (rather than households) living in households
reporting different types of deprivation. Data from ECHP and SIPP are weighted with normalized cross-sectional households’ weights.
Data for New Zealand and United States are from Jensen et al. (2002); they are weighted to take into account the probability of
selection, of non-response and sample stratification. Data for Japan from the "Survey on Living conditions" are not weighted.

1. Respondents declaring that "they were unable to pay unscheduled bills during the past 12 months" in European countries, Australia
and New Zealand; that "they were behind two months or more in paying bills or loans" in Canada; that "did not meet all essential
expenses" in the United States; and that experienced interruption of services (gas, water, telephone and others) because of failing to
pay bills in Japan.

2. Respondents declaring that "they were unable to pay rents or mortgages during the past 12 months" in European countries, United
States and New Zealand; that "they were behind two months or more in paying rents and mortgages" in Canada; and to those
declaring that either "their family had experienced arrears in rents" or "arrears in repaying loans" over the past year in Japan.

3. Respondents declaring that "they were unable to pay hire-purchase instalments or loans during the past 12 months" in European
Countries and New Zealand; and that "experienced arrears in repaying credit cards and consumer loans in the past year" in Japan.

4. Respondents declaring that "during the last year that they could make ends meet with (great) difficulty” in European countries; that
"there has been a time during the last 12 months where the household has not met its essential expenses" in the United States; and
that "they run into red every month" in Japan.

5. Weights vary inversely to the square root of the share of the population lacking a given item (i.e. forms of deprivation which affect
only a small share of the population have a larger weight than those that are more common). Weights sum to 1 across items.

6. Average of the countries listed above, weighted by the number of households in each country.

Source: OECD.
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Help from relatives and friends

36. Table 8 shows two indicators relating to help from relatives and friends. The first refers to
households reporting that they rely regularly on financial help from people living outside the household in
the year preceding the survey. The second refers to households that expect, in case of financial need, not to
have anyone on whom to rely. While these households may be considered as facing harsher deprivation,
answers may also reflect grimmer expectations about the future. These two indicators complement each
other in characterising the conditions of households that are not self-sufficient in case of need.

37. On average, around 13% of all households report that they regularly relied on help from persons
living outside the household in case of trouble.”” A similar share of households did not expect to receive
such help in case of need, with cross-country differences in the second indicator higher than for the first.
The share of households expecting to lack help in case of need is very high in Canada, but this may reflect
the more general wording of the question. Across countries, the correlation between the two indicators (at
36%) is smaller than in the case of other deprivation dimensions. The OECD average for the two indicators
is 14%, based on unweighted data, and marginally lower (13%) when using weighted data or excluding
countries where only one indicator is available.

Cross-country patterns in the overall prevalence of material deprivation

38. Overall, the extent of material deprivation in OECD countries depends on the specific dimension
considered: 10% of OECD households report having faced different types of financial stress, 11% having
failed to satisfy basic needs and lacking basic consumer durables, 12% have poor housing conditions, 14%
regularly depend on financial help from others, and 24% can not afford basic leisure activities (Table 9).
Across countries, data on the prevalence of the six main components of deprivation are highly correlated
with each other: this is particularly the case for deprivation in basic needs, social activities and consumer
durables (with average correlations, across the six dimensions, of 64%, 77% and 65%, respectively) and, to
a lesser extent, for help from social networks and financial stress (with average correlations of 40% and
46% respectively). Overall, the high correlations between the different dimensions of deprivation suggest
that they measure broadly the same underlying phenomenon and provide a reasonably consistent picture.

39. Across OECD countries, these measures of material deprivation (among households) are only
weakly related to measures of the prevalence of low income (among individuals), with the correlation
between the two being higher (around 40%) for deprivation in basic needs and basic leisure activities, and
smaller (20% or less) for housing conditions and depending on help from others. There are few consistent
patterns when using different income-thresholds: in most cases, correlations based on the lower income
threshold (50% of median income, rather than 60%) are higher when looking at levels of the different
deprivation measures, but there are some exceptions when looking at rankings. Cross-country correlations
are higher (between 70 and 85%) when looking at the relation between different dimensions of material
deprivation and GDP per capita (in PPPs), the only exception being for measures of households regularly
depending on help from others (with correlation of 13%).

22. This share is higher in the United States (24%), where however this question is only asked to those
households that experienced problems in facing essential expenses (rather than all households). Also, the
questions in the US survey refer to help received in specific contingencies (rather than in general) and to
persons who did not expect to receive any help in a broader range of (non-financial) contingencies.
Because of these differences in survey questions, data for the United States are not included in Table 8.
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Table 8. Share of households relying on support from others in OECD countries, most recent year

Percentage

Received regular help  Inability to raise

. . . Average of different dimensions
Survey and period from persons living  support in case of

outside the household’ need?
Simple Weighted®
Australia HES, 1998-99 10 14 12 12
Austria EQLS, 2002 13 4 9 7
Belgium EQLS, 2002 7 15 11 10
Canada SFS, 1999 - 47 47 47
Czech Rep. EQSL, 2002 14 12 13 13
Denmark EQLS, 2002 10 10 10 10
Finland EQLS, 2002 13 5 9 8
France EQLS, 2002 9 16 13 12
Germany EQLS, 2002 8 13 11 10
Greece EQLS, 2002 19 10 15 14
Hungary EQLS, 2003 20 15 18 17
Ireland EQLS, 2002 8 4 6 6
Italy EQLS, 2002 6 7 7 6
Japan SLC, 2003 10 - 10 10
Luxembourg EQLS, 2002 6 9 8 7
Netherlands EQLS, 2002 10 12 1" 1"
New Zealand NZLCS, 2000 14 - 14 14
Poland EQLS, 2002 17 19 18 18
Portugal EQLS, 2002 12 14 13 13
Slovak Rep. EQLS, 2002 17 10 14 13
Spain EQLS, 2002 12 5 9 8
Turkey EQLS, 2002 19 20 20 19
United Kingdom EQLS, 2002 11 13 12 12
United States SIPP, 2003 24 - 24 24
Simple average 13 13 14 13
Coefficient of variation 0.38 0.69 0.60 0.62
Notes. The symbol “—* indicates that no suitable survey question has been identified. Further information about the national surveys

used is provided in Annex 1. Data for New Zealand and United States refer to shares of individuals (rather than households) living in
households reporting different types of deprivation. Data from SIPP are weighted with normalized cross-sectional households’
weights. Data for New Zealand are from Jensen et al. (2002); they are weighted to take into account the probability of selection, of
non-response and sample stratification. Data for Japan from the "Survey on Living conditions" are not weighted.

1. Data refer to respondents declaring that "they received regular help in the form of either money or food from a person not living in
the household" in European countries; that "they were helped by friends, extended family, public services and not-for-profit
organizations when they could not pay utility bills or rents and mortgages" in United States; that "borrowed money from family and
friends to meet everyday living costs" in New Zealand; that "they sought for financial help from friends and family” in Australia; and
that "had to borrow from relatives and friends to meet daily living expenses over the past year" in Japan.

2. Data refer to respondents declaring that "they do not expect any support if they urgently needed to raise € 1000 to face an
emergency" in European countries; that they "could not rely on someone for financial assistance in case of financial difficulties" in
Canada; that "they could not obtain within a week a sum of A$ 2000 for something important thanks to loan from family and friends" in
Australia; that "they could not obtain within a week a sum of NZ$ 1500 and NZ$ 5000 thanks to loan from family/friends" in New
Zealand.

3. Weights vary inversely to the square root of the proportion of the population that does not have a given item (i.e. forms of
deprivation which affect only a small share of the population are given a larger weight than those that are more common). Weights
are scaled to sum to 1 across items.

4. Average of the countries listed above, weighted by the number of households in each country.

Source: OECD.
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Table 9. Prevalence of material deprivation in OECD countries and correlation with relative income poverty
and GDP per capita

Relative income-poverty

Share of households (in %) reporting material deprivation in terms of: rate with thresholds at:

GDP per
) Basic Iei;ure Lack of Poqr Financial Depending on Avere}ge of 50% of the  60% of the capita (PPP)
Basic needs and social consumer housing help from six h .
S " stress median median
activities durables conditions others components

Australia 7 16 12 3 15 12 11 11 20 26 569
Austria 6 16 3 6 4 9 7 9 16 28 383
Belgium 6 14 2 9 5 11 8 . . 26 250
Canada 8 . 5 5 14 47 16 10 17 28 029
Czech Republic 13 27 19 16 10 13 16 4 10 14 573
Denmark 2 7 3 6 4 10 5 4 12 28 489
Finland 6 17 3 10 9 9 9 6 14 25 686
France 5 14 4 11 5 13 9 7 13 26 353
Germany 6 17 7 8 6 11 9 9 14 25167
Greece 24 43 11 20 19 15 22 14 21 16 258
Hungary 20 47 25 21 18 18 25 8 14 12018
Ireland 5 15 6 5 5 6 7 15 23 28 548
Italy 14 26 6 11 7 7 12 13 20 25 251
Japan 3 26 5 13 10 10 11 15 21 26 067
Luxembourg 4 5 1 11 3 8 5 5 13 49 117
Netherlands 5 9 1 11 3 11 7 6 12 27 322
New Zealand 8 13 3 8 9 14 9 10 20 20 584
Poland 25 51 35 23 29 18 30 10 16 10 293
Portugal 25 37 15 16 10 13 19 14 21 17 369
Slovak Republic 24 45 29 19 17 14 24 . . 10 766
Spain 12 22 8 10 7 9 11 12 20 20 480
Sweden 4 10 2 5 4 . 5 5 11 26 920
Turkey 43 48 62 27 28 20 38 16 23 6 820
United Kingdom 5 24 3 11 7 12 10 11 19 25625
United States 8 10 8 10 24 12 17 24 34 611
Average 11 24 11 12 10 14 14 10 17 23502
Correlation with poverty rate (50%)

Levels 40% 49% 31% 19% 37% 15% 38%

Ranks 44% 40% 47% 10% 47% 13% 48%
Correlation with poverty rate ( 60%)

Levels 35% 38% 24% 11% 32% 11% 30%

Ranks 48% 35% 46% 5% 49% 13% 47%
Correlation with GDP per capita

Levels 78% 84% 74% 74% 73% 13% 81%

Ranks 75% 87% 70% 81% 70% 2% 78%

Note. Values of correlation coefficients are shown with their absolute sign (e.g. in the case of GDP per capita, the correlation
coefficient is negative, i.e. prevalence of material deprivation is higher in OECD countries with lower GDP per capita).
Source: OECD.

40. An overall measure of material deprivation can be obtained by taking the simple average of the
deprivation indicators across the six main components. This overall measure of material deprivation is only
weakly correlated with the prevalence of income poverty (the correlation coefficient is around 40% when
using a threshold set at half of the median) while it is stronger (over 80%) with respect to GDP per capita,
which suggests that this simple measure of material deprivation provide information about “absolute”
poverty, as shaped by the economic development of each country (Figure 3). However, when limiting the
comparisons to a more homogenous group of countries in terms of income (i.e. those with a GDP per
capita above USD 25 000) the opposite patterns appears to hold, i.e. a more significant correlation with
relative income (at around 0.60) and no significant association with the level of economic development of
each country. This suggests that the measures of material deprivation shown here also reflect the extent of
income inequality in different countries.”

23. Relative income poverty is a function of both the average level of income in each country and its
distribution. When the analysis is limited to countries which are more similar in their per capita income,
income inequality turns out as the most significant factor. While it is not possible to interpret this relation
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Shortcoming of available measures

41. While the evidence reviewed above suggests some consistent patterns, it also highlights
important limits in the available measures. First, there are differences in the information collected though
surveys which limit cross-country comparability. Surveys differ in the wording of questions (in particular
whether they distinguish between enforced and chosen lack of a particular item) and whether they rely on
answers from a representative individual (usually the reference person) or from all household members.**
The experience of some OECD countries has also highlighted large changes in the number of people
reporting material deprivation following the introduction of new surveys (Ireland), which may reflect
changes in the order in which some questions were put or in the greater willingness of a new cohort of
respondents in admitting deprivation.

42. Second, there are limits in the evidence presented above, which ignores differences among
groups of individuals (e.g. a failure to take a week holiday may be more critical for children than for the
elderly) and between countries (e.g. inviting friends at home is less common in some OECD countries than
in others). The evidence presented above is also based on a variety of surveys in the case of Australia and
Canada. And, finally, the summary indices shown are based on aggregate (rather that individual) data,
which precludes the possibility of constructing scores of multiple deprivations. Some of the findings from
the rich research on multiple deprivations are presented next.

Figure 3. Material deprivation, relative income poverty and per capita GDP
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Note. Relative income poverty around 2000, based on a threshold set at half of the median. OECD countries with per
capita GDP below USD 25 000 are denoted with a diamond. The grey dashed line in each panel is the trend line
between the two variables that obtains when limiting the analysis to countries with per capita GDP above USD 25 000.

Source: See Table 9.

in terms of causality, the figure suggests that monetary and non monetary measures of poverty convey a
broadly consistent picture.

24, Data from the second wave of the Household Income and Labour Dynamics in Australia (HILDA) survey
(which are not those reported in Tables 3-8) highlight significant differences in the reporting of material
deprivation among partners of the same household, especially for household with intermediate levels of
income (Breunig et al. 2005). This suggests that surveys that rely on replies from a single representative
individual may understate the extent of material deprivation
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4. MULTI-DIMENSIONAL MEASURES OF MATERIAL DEPRIVATION
Introduction
43. Measures of the prevalence of material deprivation based on aggregate data (as those presented

above) shed only limited light on the severity of the underlying problem: in particular, they do not
distinguish between situations where the same household experiences different types of deprivation and
those where these experiences are widely shared. Addressing this problem requires the use of micro-data.”

44, This section reviews some of the key findings from research on material deprivation based on
micro-data. It focuses on four issues: i) the aggregation of elementary indicators of material deprivation
into a composite index; ii) the socio-demographic characteristics of persons reporting different forms of
deprivation; iii) the evidence on the transitory or persistent character of material deprivation; and iv) the
extent of overlap between non-monetary and monetary measures of poverty.

Composite indices of material deprivation

45. Building a multi-dimensional measure of deprivation based on individual records requires, first, a
selection of a subset of items among those collected through surveys; second, their aggregation into a
synthetic measure of the probability that a person experiences different forms of deprivation at the same
time; and, third, a threshold above which a person is considered to be poor.

e The main approaches used to select elementary indicators rely on either the arbitrary choices of
researchers or statistical tools (e.g. factor analysis). These tools reveal the underlying correlation
between elementary indicators, permit to identify indicators with similar properties and to retain
the sub-set that best summarises the available information. However, while multivariate tools
satisfy a number of properties that guarantee the robustness of the composite index, they also
have weaknesses and their application is often limited because of data availability.®

e  After having identified a suitable set of elementary items, most composite indices of deprivation
rely on the aggregation, for each respondent, of a list of binomial variables that measure the
occurrence of different forms of deprivation. The aggregation can be based on either the sum of
the binomial variables or by weighting them by their degree of importance, i.e. items that are
more prevalent in a given society are given more weight than those that are more rare.”’

25. Dutta et al. (2005) compare aggregation procedures based on either the distributions of each deprivation
item or on the joint distribution of all the relevant items. They show that these two procedures yield the
same result only under stringent conditions, and that the second procedure is conceptually sounder.

26. For a description of the use of multivariate tools to construct composite indicators, see Hoffman et al.
(2005).
27. The practical implications of weighting also depend on the homogeneity of the different items. In the case

of items relating to the same form of deprivation, their correlation will in general be high and weighting
will make little difference to the results. When dealing with different forms of deprivation, the item with
the highest level will unduly influence the aggregate, even if other items are conceptually more important;
in this case, simple and weighted average will differ more significantly.
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e  With respect to the choice of thresholds, most studies of material deprivation use an absolute
standard, most often with a threshold defined by specifying a minimum number of items, and
counting people as “poor” when they report deprivation in (at least) these items. Other
approaches rely on “relative” thresholds, whereby the number of items whose lack is used to
define poverty is set at a level where the number of people lacking them is the same as that of the
income poor (Layte et al., 2001).

46. Multidimensional indices of deprivation based on absolute thresholds have been developed in
several studies. Estimates of the extent of multiple deprivation are however difficult to compare across
studies, as they depend crucially on the items across which multiple deprivation is assessed.”® Eurostat
(2002) and Layte et al. (2001) provide a composite index based on 24 items (out of the 35 available in the
ECHP questionnaire) for European countries; the absolute deprivation threshold is set as lacking 60% or
more of these items, and is the same for all the countries.” According to this overall index of deprivation,
15% of the population of 15 EU countries experienced multiple deprivations in 1997, ranging between 8%
in Denmark and 34% in Portugal (Table 10). Countries with a higher overall deprivation index are those
with higher income poverty rates (based on a 60% of median income threshold) and lower per capita GDP
(at PPP rates), with a cross-country variation in the overall deprivation score that is higher than for income
poverty. For Australia, Bray (2001) constructed a composite index of deprivation through factor analysis;
based on this he concluded that about 44% of Australian households experienced a “lower” form of
financial stress, and 26% a “higher” form.*® For Japan, Abe (2006) concluded — based on a summary
index relying on 16 items, weighted by the share of the population possessing each item — that 14% of all
households lacked two or more “basic necessities” and 9% lacked three or more.

28. By construction, multiple deprivation will be higher when considering items that reflect the same
underlying experience and lower when selecting items capturing different phenomena.

209. This threshold is such that the overall deprivation measure equals the income poverty rate for EU-15
countries. The overall index of deprivation is built through factor analysis to identify clusters of items and
to establish how — within each of them — the different dimensions correlate with each other. This
analysis produces five types of deprivation: i) basic life-style (or “primary”) deprivation, which includes
deprivation in basic-needs, in some basic leisure activities (i.e. having at least one-week holiday per year,
having family and friends at home for a meal) and in arrears in the payments of utility bills; ii) “secondary”
life-style deprivation, which includes lack of six consumer durables; iii) “housing conditions”, based on
three basic housing facilities; iv) “housing deterioration”, which groups items describing the state of the
dwelling; and v) “environmental problems”, which encompass noise, pollution, crime, shortage of space
and darkness of the dwelling. An overall index of deprivation is built as the weighted average of the
person’s deprivation indices on the five dimensions.

30. Bray identifies three types of financial stress: i) “missing out” (which includes inability to receive
friends/family for a meal; to afford a special meal once a week, one-week of holiday once a year and a
night out at least once in the past two weeks, having to buy second-hand rather than new clothes, lack of
hobbies and leisure activities); ii) “cash-flow problems” (i.e. inability to pay motor-vehicle registration and
insurance bills on time, to pay utilities bills, and having had to seek financial assistance from families and
friends) and iii) “hardship” (i.e. having skipped a meal due to shortage of money, having sought financial
assistance from others and having pawned or sold personal items). These three types of deprivation are
then combined into two indexes of “low” and “high” deprivation: the first records whether households are
experiencing any of the three forms of deprivation, while the second indicates whether respondents
experience two or more difficulties.
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Table 10. Overall deprivation rate, income poverty rate and median income for EU countries, 1997
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47. Jensen et al. (2002) propose a different approach to the construction of a synthetic measure of
deprivation for New Zealand. Extending the approach of Fergusson et al. (1981),”' Jensen et al. (2002)
build a full-spectrum index of living standards (the “Economic Living Standard Scale”, ELSI) by selecting
items according to the respondents’ view about their importance, and their capacity to discriminate
between high and low living standards. This leads the authors to select 14 durables ownership items,
7 social participation items and 16 self-rating items, which are then combined into a one-dimensional scale
(within a range between 0 and 60 and divided into 7 intervals).** Table 11 shows (in the third column) the
share of items that people at each of the 7 levels of the ELSI-scale report lacking (in the case of basic
goods) or experiencing (in the case of luxury goods, financial and accommodation problems). One feature
of this measure of living conditions is that deprivation is found even among people that are not at the
bottom of the ELSI scale. ELSI also displayed a significant positive correlation with different income
measures, with inability to raise $5 000 in case of emergency and with other measures of living standards.

31. Ferguson et al. (1981) developed a uni-dimensional scale based on lack of consumer durables, restrictions
to social participation, saving behaviour, serious financial problems, self-assessments of living conditions

and adequacy of income to meet day-to-day needs.

32. To interpret this scale, the authors distinguish between two sub-sets of items: those whose absence is
considered as indicating deprivation (“basics™) and those which are considered as desirable though not

indispensable by most people (“comforts/luxuries’).
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Table 11. A composite index of living standards for New Zealand, 2000

ELSI Score ELSI Share of survey items experienced by people at different levels of the ELSI range Label
Range Level

0-15 Level 1  Lack 35% of all basics items; Have 10% of comforts/luxuries; Have 47% of the "Very restricted" living
financial problems; Have 35% of the accommodation problems; Lack 22% of the standard
child basics

16-23 Level 2  Lack 22% of basics; Have 16% of comforts/luxuries; Have 36% of the financial "Restricted" living
problems; Have 29% of the accommodation problems; Lack 13% of the child standard
basics

24-31 Level 3 Lack 11% of basics; Have 24% of comforts/luxuries; Have 20% of the financial "Somewhat restricted"
problems; Have 23% of the accommodation problems; Lack 5% of the child living standard
basics

32-39 Level 4 Lack 6% of basics; Have 31% of comforts/luxuries; Have 12% of the financial "Fairly comfortable"
problems; Have 17% of the accommodation problems; Lack 3% of the child living standard
basics

40-47 Level 5 Lack 2% of basics; Have 45% of comforts/luxuries; Have 5% of the financial "Comfortable" living
problems; Have 11% of the accommodation problems; Lack 1% of the child standard
basics

48-55 Level 6 Lack 0.4% of basics; Have 65% of comforts/luxuries; Have 2% of the financial "Good" living standard
problems; Have 7% of the accommodation problems; Lack 0% of the child basics

56-60 Level 7 Lack 0% of basics; Have 88% of comforts/luxuries; Have 1% of the financial "Very good" living
problems; Have 4% of the accommodation problems; Lack 0% of child basics standard

Source: Jensen et al. 2002.

48. Other studies define composite indices of material deprivation based on the severity of the
circumstances experienced by individuals.”® This approach relies on the joint occurrence of different forms
of deprivation. Assessments of the relevance of this composite measure are generally based on the
existence of a high correlation between items included in the composite index, and between the combined
index of deprivation and the income poverty rate. Studies that have relied on this approach suggest that, in
general, households experiencing material hardship tend to cumulate more than two difficulties at the same
time.* Examples of this approach are mainly found in US studies, though there is some European research
as well. Forster (2005) compares material deprivation of (14 “old”) EU countries with the situation in the
Czech Republic, Hungary and Slovenia. A measure of multiple deprivations (defined as being deprived in
at least two out of the four domains) suggests that material deprivation affected around 15% of the
population in the “old” EU countries, as compared to values between 40% and 56% in the three new EU
countries. The population share not experiencing any form of deprivation ranged between 13% in Hungary
and 27% in the Czech Republic, as compared to close to 60% in the EU-average.

49. Boushey et al. (2001) rely on a similar approach to study the relationship between material
deprivation and poverty (as measured through family budgets) in the United States. Their approach —
which follows that of Beverly (2000), Bauman (1998) and Mayer and Jencks (1989) — is based on a
selection of objective indicators, distinguishing between “critical hardships” (the extent to which families
fail to meet their basic needs for survival) and “serious hardships” (the extent to which families lack the
goods, services and financial stability required to maintain employment and a healthy home

33. Bauman (1999, 2003) studied multiple hardships in the United States based on SIPP data for 1995 and
1998. He reports that, in 1995, about one household in five could not satisfy its basic needs, and about half
failed to satisfy more than one.

34. For instance, Bauman (1998) notes that, in the United States, “the odds of reporting multiple hardship were
around half the odds of reporting a single hardship among those in the lowest categories of income. At the
highest categories, the odds of reporting multiple hardships fell to around 35% of the odds of reporting a
single hardship”. Edin and Lein (1996) showed that worst-off families implement survival strategies that
play one type of need against another; this suggests that an index of hardship that refers to households
experiencing two difficulties at the same time is a good proxy of the extent of overall deprivation.
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environment).” In 1997, around 16% of US households were identified as reporting one or more forms of
critical hardships, and around 3% as reporting two or more; further, close to half of all households reported
one or more forms of serious hardships, while around 20% declared to face two or more. In 1993 (based on
a different survey), 9% of US households experienced one or more forms of critical hardships, and 2%
experienced two or more.

50. The obvious question raised by these various methods of constructing composite indices is which
of them captures best deprivation. There is, unfortunately, no simple way of answering this question. An
alternative approach is to examine in more detail just who is “deprived” on the various dimensions, and to
look at the relationship between deprivation-based measures and those based on income.

Socio-economic characteristics of persons affected by material deprivation

51. The probability of experiencing material deprivation depends on a range of characteristics of
individuals and the household where they live. Several studies have relied on multivariate tools to identify
characteristics that are strongly associated to the probability of experiencing material deprivation. While
differing in the range of controls used, most of these studies provide a consistent picture of the socio-
economic characteristics of persons affected by material deprivation.

e [ncome. There is, in general, a weak correlation between personal income and the probability of
experiencing different forms of material deprivation, with most studies reporting correlation
coefficients between 0.33 and 0.54 (Perry, 2002).”° Lower-income individuals are, on average,
more likely to experience material deprivation than higher-income ones, and deprived individuals
are most likely to be counted among the income-poor. Figure 3 provides evidence on the odds of
experiencing material deprivation, by level of household income in European countries: on
average, the probability of experiencing material deprivation is twice as large among people in
the lower quartile of the income distribution as for those in the middle quartile, although these
differences are significantly lower in some countries (e.g. Germany).

35. In the analysis of Boushley et al. (2001), a household is considered as experiencing a “critical” hardship if
one of its members goes without necessary medical care, did not have enough to eat sometimes or often,
had been evicted and/or had utilities disconnected, or shared accommodation with friends or family
because it could not afford its housing payments. “Serious” hardship is defined as the occurrence of any of
the following difficulties: families’ worry about food insecurity or inadequacies; inability to pay
mortgages, rent or utility bills; telephone service interrupted due to missed payment; not having health
insurance; use of the emergency room as the usual place of health care; child-to-adult care ratio less than
that recommended by Institutional Standards; child cared during non-school hours without any external
assistance; child not involved in any enrichment activities. Indicators for critical and serious hardships are
based on different questions in the National Survey of America's Families and the Survey on Income and
Program Participation..

36. According to Layte et al. (2001), the correlation is weaker in countries characterised by higher per-capita
income and more generous welfare programmes.
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Figure 3. Mean deprivation in European countries, by quartiles of equivalent household income
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Note: The figure shows the average share of individuals deprived in six dimensions (basic needs, basic leisure and activities,
consumer durables, housing conditions, financial stress, help from network) in the three different income groups (lower quartile,
middle quartiles, higher quartile). While these dimensions are the same used in Section 3 of this paper, they only include some of the
items in Tables 3 to 8. Basic needs, as defined in this figure, include: i) ability to adequately heat the dwelling; ii) ability to have a
healthy diet; iii) food security; iv) ability to clothe properly; v) restricted access to health care. Basic leisure activities include: i) ability
to invite friends at home; ii) ability to take one-week holiday. Consumer durables include lack of: i) car; ii) washing machine; iii)
personal computer. Housing conditions include: i) shortage of space; ii) rot in windows; iii) damp walls; iv) lack of indoor toilets.
Financial stress include: i) arrears in rent/mortgage; ii) arrears in utility bills; iii) meet ends with great difficulty. Help from network
include: i) financially helped by someone outside the family; ii) expect to be unable to raise money in case of emergency. Countries
are ranked from left to right by increasing levels of deprivation among the entire population, based on data from ESQL (which may
differ from those reported in Table 9).

Source : OECD calculations on ESQL database.

Age. The relationship between age and deprivation varies across countries, with some countries
displaying deprivation that declines monotonically with age but others featuring some forms of
deprivation increasing among the elderly. In all OECD countries, young people are highly
exposed to risks of deprivation, whether we refer to the age of the individual or to the age of the
household head.”” Results are more varied when looking at the elderly. While in France the
elderly have a lower probability to experience material deprivation than other age groups
(Lollivier and Verger, 1997), in Austria, Germany, Greece, Portugal and the United Kingdom
retired individuals are (together with children) over-represented among those experiencing poor
housing conditions, as well as financial difficulties and problems in making ends meet
(Tsakloglou and Papadopoulos, 2000). In the United States, while some forms of material
deprivation appear to be more prevalent among the elderly than among other age groups,™
multivariate analysis based on an index of multiple deprivation show that the likelihood of

37.

38.

In Europe, based on an overall index of deprivation, people aged less than 24 are more likely to experience
material deprivation that persons of other ages (Eurostat, 2002). In the United States, Bauman (1999) —
based on bivariate analysis (i.e. not controlling for other factors) — shows that children are more likely to
live in households experiencing payment arrears, difficulties in getting food and lacking affordable health
care (in 1995, about 30% of children lived in a household facing at least one of these problems). The same
pattern holds for households with a head below the age of 30 in Japan (Abe, 2006).

Bauman (2003) — on the basis of five indicators of living conditions derived from SIPP data for 1998 —
found that, based on bivariate analysis, older people fare better than other age groups in terms of housing
conditions and ability to satisfy basic needs, but worse in terms of fears about the safety of the area where
they live and possession of appliances.
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experiencing hardship is lower among households with an elderly head (Bauman, 1998; and
Short, 2003).

Household structure. The relationship between material hardship and socio-economic
characteristics of households is similar across countries. In all countries, people living alone are
especially vulnerable to material deprivation. In France, widows, divorced and singles are on
average more deprived than other households (Lollivier and Verger, 1997). Conversely, married
couples have a lower likelihood of experiencing financial difficulties both in the United States
(Short, 2001) and in Japan (Abe, 2006). In all countries, single parents consistently report a
higher probability of material deprivation.”® More controversial is the relationship between the
number of children in the household and the odds of material hardship.*’

Education. Less educated people have higher probabilities of experiencing material deprivation.
In Europe (based on ECHP data for 1997), low education of the household head is associated to
very high odds of deprivation. In the United States, material hardship is inversely correlated with
the education of the household head (Bauman, 1998; Short, 2003). Research also suggests that
US households facing multiple hardships have a higher probability that their children will drop
out of school early, although this effect diminishes after controlling for income poverty,
education of the household’s head and receipt of food stamps (Bauman, 1998).

Labour market status. Persons out of work or working few hours consistently report a higher
probability of deprivation. Households with members working few hours face high odds of
deprivation in European countries (Eurostat, 2002) while in the United States households where
one members works full-time have much lower risks of hardship, especially when household
income is twice the poverty line (Bushey, 2001). In Australia, households where someone is
unemployed have lower odds of experiencing cash-flow problems, but higher likelihood of being
concerned by “hardship” and “missing out”.*' In Canada, those who have weak ties with the
labour force (household heads not in the labour force, unemployed or working part-time) have
also higher chances of being in core need of housing (Engeland and Lewis, 2004), though this
result does not control for other covariates.

39.

40.

41.

In Europe, lone parents have greater odds of lacking basic consumer durables and of having more
difficulties in making ends meet: when aggregating the various deprivation items into a synthetic index,
lone parents face the highest risk of disadvantage in five European countries (Tsakloglou and
Papadopoulos, 2000). In Australia, sole parents and couples with children have greater odds of material
deprivation relative to older people living alone and in couples (Bray, 2001). In Canada, people living
alone and lone parents are most represented among households experiencing core housing needs (Engeland
and Lewis, 2004, based on bivariate analysis), while lone-parent families, especially when headed by
women, report more often such difficulties (Pyper, 2002). The same patterns are reported for the United
States (Bauman, 1999 and Bushey, 2001) and Japan (Abe, 2006).

In France, larger families do not consistently report higher levels of deprivation (Lollivier and Verger,
1997) while the opposite pattern is evident in United States (Bauman, 1999 —based on bivariate analysis;
Bushey, 2001). Still in the United States, large families do better than moderately-sized ones, and there is a
positive relationship between the number of children under 18 living at home and the occurrence of
financial troubles (Short, 2001).

As defined by Bray (2001), see footnote 31. Bray also suggests that households where some members work
part-time have higher odds of being deprived; that households with one member working full-time and one
part-time have lower odds of experiencing financial stress; and that those with two full-time workers have
a lower risk of hardship.
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Sickness and disability. In all countries material deprivation is far more prevalent among sick and
disabled people than in the rest of the population. In Europe, persons affected by sickness and
disability record much higher levels of deprivation in all dimensions, while sick persons figure
among those with the biggest difficulties in making ends meet (Tsakloglou and Papadopoulos,
2000). In France, people in good health are less likely to report difficulties in making ends meet
and in paying utility bills (Lollivier and Verger, 1997). In the United States, people with work
disability are more likely to experience multiple hardship (Bauman, 1998), while in Australia the
odds of financial stress increase when one household member is in poor health (Bray, 2001). In
Japan, families with a disabled person have a deprivation rate twice as large as for the entire
population and, after controlling for other factors such as income, their odd ratio of being
deprived is 3 times that of other households (Abe, 2006). For the United States, there is also
evidence that the greater likelihood of experiencing material deprivation reflects both poor health
and lack of medical insurance (Bushey et al., 2001).

Ethnicity and immigration. Research in the United States suggests that the odds of experiencing
material hardships are higher among households headed by blacks (Bauman, 1998) and Hispanics
(Bushey et al., 2001) and that white people have a lower probability of experiencing financial
difficulties (with the exception of possession of consumer durables, Short, 2003). In France,
subjective feelings of deprivation are higher among immigrants (Lollivier and Verger, 1997). In
Australia, households headed by a person born in northern or western Europe have sharply lower
odds of experiencing cash-flow problems, while those born in countries other than Australia and
north-western Europe have greater odds of “missing out” (Bray, 2000). In Canada, immigrants
and aboriginals are less likely to satisfy core needs (Engeland and Lewis, 2004, based on
bivariate analysis) while recent immigrants report less hardship than Canadian-born and older
generations of immigrants (Pyper, 2002).

Home tenure and geographical location. Home tenure also helps to predict the likelihood of
material deprivation. In all countries, home-owners are less likely to report material deprivation
than renters (Bray, 2001; Engeland and Lewis, 2004). In Canada and several European countries,
material hardship is also concentrated geographically, especially in areas characterised by high
unemployment, violence and vandalism (Engeland and Lewis, 2004; Lee and Murie, 1997;
Lollivier and Verger, 1997).*

Assets and debts. The influence of wealth and indebtedness on the likelihood of experiencing
deprivation is ambiguous, when controlling for other covariates. For Australia, Bray (2001)
found that the level of interest payments on consumer debt has a strong impact on the odds that a
household will face financial problems. In Canada, households who declared bankruptcy are, not
surprisingly, twice as likely to report financial difficulties as those who did not (Pyper, 2002). A
low stock of wealth also increases the likelihood of financial strains: however, when controlling
for the other socio-demographic characteristics, net wealth does not seem to play a significance
influence on the probability of falling behind.

Welfare recipiency. In Canada, more than 50% of welfare recipients (households for which social
assistance is the main source of income) report food insecurity, as compared to 10% among the
working poor (Rainville and Brink, 2001). Relative to other groups, welfare recipients have lower

42.

Engeland and Lewis (2004) report that the share of people reporting unmet “core needs” is twice as large in
Canadian neighbours characterised by core housing needs than in other areas. Most high-need areas exhibit
high population densities, high numbers of multiple-rental housing, and unemployment rates twice the
national average.
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odds of experiencing multiple hardship, but higher odds with respect to two other measures of
financial stress (Bray, 2001).

Dynamic patterns: evidence for European countries

52. Some limited evidence on the dynamic features of material deprivation is available for countries
where data are based on longitudinal surveys. For European countries, where most data on material
deprivation are based on the European Community Household Panel, Eurostat (2002) presents three
measures that describe the dynamic patterns of material deprivation: i) the average number of people
reporting material deprivation over the 4-year period covered by the panel; ii) the number of people who
report material deprivation at least once over that period; and iii) the number of people who report material
deprivation over the full period covered by the panel.

53. On average, around 17% of the population in 14 EU countries covered by ECHP reported having
been affected by material deprivation over the 4 years to 1997. The number of people who have been
deprived at least once in this period is, on average, 50% higher than the average number of people who
report material deprivation over the period. Further, around 70% of those reporting material deprivation
over the 4-year period were persistently in that state, a share that is well above the analogous share among
the income-poor. This suggests that income poverty statistics are more affected by transitory episodes than
are deprivation measures.” Material deprivation also appears to be more concentrated in the population,
and to last longer, in countries where the level of material deprivation is also higher (Eurostat, 2002).

The overlap between material deprivation and income-based measures of poverty

54. The relationship between money income and material deprivation can be analysed along two
different perspectives. The first (described above) looks at the “causal” role of individual's income as one
of the determinants of material deprivation. The second (described in this sub-section) looks at the overlap
between material deprivation and income poverty, as two different measures of the same underlying
phenomenon. The basic approach followed by this research consists in measuring the extent of material
deprivation among income-poor individuals: individuals are classified as “consistently poor” when their
income is below the poverty threshold and they also experience different forms of material deprivation.
The extent of overlap (or “consistency’) between the two measures of poverty can be analysed in different
ways (e.g. through cross-sectional or longitudinal data), with respect to different thresholds for income
poverty, and in terms of either specific or synthetic measures of deprivation. This section presents results
from studies that rely on different approaches. A common finding from this literature is that, irrespective of
how consistency is analysed, the share of the income-poor who also suffer from material deprivation is less
than full.

Cross-sectional assessments

55. Analysis based on cross-sectional data suggests that the prevalence of “consistent poverty” (the
overlap of income poverty and material deprivation) is less than that of both income poverty and material
deprivation. According to Perry (2002), on average (in European countries and New Zealand), consistent
poverty is around 40% of that of both income poverty (based on a 60% threshold) and material deprivation.
Layte et al. report that, for selected European countries, these percentages vary between 17% (Denmark)
and 52% (Portugal), while Forster (2005) reports significantly higher percentages (at 66% and 75%) in the

43. “Those on low income for a number of years face a very high probability of experiencing genuine poverty,
and where longitudinal data are not available, direct measures of deprivation may provide a useful
substitute” (Atkinson et al., 2005).
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Czech Republic and Hungary when using a different threshold.** Country-rankings of poverty rates also
vary when moving from income to consistent poverty. Forster (2005) observes that, in terms of “consistent
poverty”, the position of some Continental and Nordic countries (e.g. Finland) improves, while that of
other European countries with comparatively high income poverty rates (Ireland, the United Kingdom and
Spain) worsen; further, the gap between countries at the two extremes of the poverty scale becomes much
larger when moving from income to consistent poverty.

56. In most OECD countries, the extent of overlap between material deprivation and income poverty
rises when a higher income threshold is used: one average, among the countries included in Table 12, it is
30% when using a 50% income-threshold, 40% based on a 60% income-threshold and close to 50% based
on a 70% threshold.” Evidence is however mixed in the United States: on the one hand, Bushey et al.
(2001) found that consistency increases when higher income thresholds are used while, on the other, Short
observed that consistency is not higher when using a broader measure of income poverty.*® Among
European countries, the extent of overlap declines as the number of items that are used to measure
deprivation is increased from two (or more) to three (or more, Eurostat, 2002). By construction,
consistency between monetary and non-monetary measures of poverty is higher when using a “relative”
deprivation threshold, especially in countries where the income poverty rate is higher (Layte et al., 2001).
Other approaches to the study of consistency show that the probability for an individual to be
simultaneously income-poor and deprived (i.e. “manifest deprivation”) is less than the average probability
of being either income-poor or deprived (Eurostat, 2002); and that the probability to be either income-poor
or deprived (i.e. “latent deprivation”) is higher than the average of the two probabilities.*” The first pattern
suggests that the number of people facing core needs is generally less than that of people being either
income-poor or deprived; the second shows that a much higher number of individuals is touched by one of
the two forms of poverty.”® Finally, in Japan, both the frequency and intensity of material deprivation

44. Eurostat (2002) also reports that the overlap is systematically higher in poorer European countries.

45. Similar results are reported by Whelan et al. (2002) for European countries (based on a later wave of the
ECHP) and Bray (2001) for Australia. Research by Layte et al. (2001) for European countries also suggests
that the probability of experiencing material deprivation is higher for persons with income between 50%
and 60% of the median, than for those with income between 40% and 50%, and below 40% of the median.

46. Bushey et al. (2001) analyse consistency based on a threshold for income poverty of 200% of the official
poverty line: according to their results, critical hardship is experienced by around 30% of families with
income below this threshold, and by close to 25% of those with income between 100% and 200% of this
threshold. Short (2003) relies on the experimental poverty threshold developed by the Census Bureau (after
tax income, minus work- and health-related expenditures, plus near-cash government transfers). Her
results, based on multivariate tools, suggest that the experimental measure of income poverty is not a better
predictor of material hardship than the standard measure, and that the joint use of monetary and non-
monetary poverty measures identifies different groups of persons at risks of poverty.

47. The number of people who are both income-poor and deprived varies between 30% in Denmark and 50%
in Ireland and Portugal. The computations of “manifest” and “latent” poverty are based on an application
of “fuzzy analysis”, a technique which counts as poor all the members of the population but each of them
to a varying degree. See Cheli (1995) and Verma and Betti (2002) for a detailed presentation of the
technique and an application to the analysis of deprivation and consistent poverty.

48. Cross-sectional evidence on the relation between material deprivation and income poverty also depends on
the specific dimensions of deprivation. Eurostat (2002) shows that in EU-14 countries in 1997, the overlap
with income poverty is slightly higher when assessed with respect to basic leisure activities and to some
basic needs than to other dimensions. Consistent poverty is slightly lower with respect to inability of
replacing worn-out furniture, and significantly less in terms of inability of having a balanced meal. Income-
poor people have greater odds of experiencing shortage of space and noisy neighbours than non income-
poor individuals, although with differences across countries. In the United States, around one in three
households with income below the poverty line in 1995 reported deprivation in terms of food insecurity
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declines monotonically as household income rises, with evidence of a threshold (between 4 and 5 million
yen) below which the deprivation index escalates rapidly (Abe, 2006).

Table 12. Overlap between income poverty and material deprivation for three income thresholds

Percentage

Poverty thresholds as % of median equivalised household disposable income

50% 60% 70%
Denmark 13 20 32
Germany 27 37 45
Netherlands 25 38 50
Belgium 28 39 48
France 36 40 54
Italy 33 41 50
Spain 33 42 47
United Kingdom 32 44 54
Ireland 18 44 56
Greece 39 45 55
Portugal 40 47 54
New Zealand 35 40 47
Average 30 40 49

Note. Data refer to the share of the income-poor, based on three alternative thresholds, who also experience material deprivation. For
European countries, deprivation is measured by the weighted "Current Life-Style Score" (corresponding to the score of primary and
secondary dimensions of deprivation, as defined in Eurostat, 2002) based on data from the 1996 wave of the European Community
Household Panel data. For New Zealand, deprivation is measured according to the ELSI scale developed by Jensen et al. 2002 and
shown in Table 10, based on data from the 2000 New Zealand Living Standard Survey. For all countries, the deprivation threshold is
a relative one, i.e. the percentage of deprived individuals is equal to the percentage of income-poor for each of the three different
thresholds.

Source: Perry, 2002; Whelan et al. (2002).

Longitudinal assessment

57. The extent of overlap between income poverty and material deprivation generally increases when
relying on measures that track individuals over time (i.e. individuals with income below the poverty
threshold for one, two, and three or more years). This holds true for both absolute and relative measures of
material deprivation. Persons whose income is above the poverty threshold in each year have, in general,
very low probabilities of being deprived. Conversely, the odds of experiencing material deprivation
increase with the duration of the poverty spell, although this relationship is not the same across countries.
When material deprivation is also assessed over several years, Whelan et al. (2002) found that the risk of
persistent deprivation is positively related to that of persistent income poverty.

58. Eurostat (2002) relies on longitudinal data to compute rates of persistent “manifest” poverty
(characterising those who are simultaneously income-poor and deprived for at least 3 out of 4 years) and
persistent “latent” poverty (referring to those who are either income-poor or deprived for at least 3 out of
the 4 years from 1994 to 1997). Persistent “manifest” poverty varies between 3% in Denmark and 15% in
Portugal, as compared to a range between 12% and 38% for persistent “latent” poverty: on average,
persistent “manifest” poverty affects 6% of the EU-14 population, while prevalence of persistent “latent”
poverty is almost four times higher; similarly, the any-time “manifest” poverty is 14% in the EU average,
as compared to 41% for the any-time “latent” poverty average.

59. As in the case of cross-sectional data, the overlap between persistent measures of income poverty
and material deprivation also rises when the income threshold increases. Whelan et al. (2004) found that

and a slightly lower proportion reported inability to pay utility bills; the extent of overlap was, however,
very low when looking at housing safety and durables possession (Ouellette et al., 2004).
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consistency increases with the length of exposure to the risk of poverty (with the latter measured by
number of people living below the 70% of median income).*’

Characteristics of the “consistent poor”

60. Various approaches allow identifying the characteristics of the “consistently poor”. Bradshaw
and Finch (2003) compare the characteristics of poor and non-poor individuals in the United Kingdom
based on different definitions of poverty (income-poverty, subjective poverty and material deprivation).
The socio-economic characteristics of poor people are roughly the same whatever definition of poverty
(cumulative or one-dimensional) is used. Women and singles are the most at risk of poverty, while men
and couples without children have the smallest probability of being poor. Households with workers
represent over half of all poor based on material deprivation but a much lower share of those that are poor
on all three definitions of poverty.

61. A similar analysis of the characteristics of households meeting alternative poverty criteria
(including subjective measures of poverty) is provided for Ireland by Nolan and Whelan (1996). Estimates
of consistent poverty based on different approaches lead to similar results, with unemployed persons,
unskilled manual workers, people in home duties and with no education qualification overly represented
among this group. In France, Lollivier and Verger (1997) analysed consistent poverty through a bivariate
logit approach: consistently poor people are predominantly individuals with no educational qualification,
who interrupted their studies for financial reasons, lone parents, those who experienced some
unemployment, immigrants, people suffering from serious health problems and those with few or no
wealth. The probability of cumulating different forms of poverty also declines substantially with age.

62. Bradshaw and Finch also studied the relationship between consistent poverty and the extent of
social exclusion in a variety of dimensions for the United Kingdom. Table 13 reports some key findings
from their analysis. The prevalence of different forms of social exclusion varies sharply between those who
are experiencing poverty based on all three criteria (material deprivation, subjective assessment and low-
income) and those who are not experiencing any of these conditions, especially in terms of labour market
exclusion, lack of social relations as well as confinement at home because of fear. Persons who are counted
as poor based on only one of the three criteria report a similar prevalence of social exclusion, with shares
that are similar to those among the “cumulatively” poor for all conditions except labour market exclusion.

49. They conclude that “by taking a dynamic perspective on income poverty the ability to predict deprivation
at the 70% threshold is significantly improved. The persistent poverty measure conforms to our
expectations in that the level of deprivation rises systematically as the degree of exposure to poverty
increases. This is in contrast to the pattern observed for cross-sectional income poverty measures as one
moves from more to less generously defined income lines”.
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Table 13. Share of individuals counted as poor on different criteria who report different types of social
exclusion in the United Kingdom, 1999

Percentages

Persons counted as "poor" based of different criteria':

Not-poor on all

Material Self- Low income Poor on all dimensions

deprivation  assessment three criteria
Different types of social exclusion?
Excluded from the labour market 31 33 30 60 4
Lacking two or more essential services 46 37 32 50 19
Unable to participate in three or more 81 56 40 84 6
social activities
No contact with family or friends 13 12 10 13 12
Lack of support in four or more areas 19 20 21 15 23
Confined at home because of fear of 75 60 43 77 17
going out

1. Material deprivation is defined as the inability to afford four or more necessities within a broad range of items referring to basic
needs and social activities. Self-assessment of poverty is based on two questions: “How many pounds a week, after tax, do you think
are necessary to keep a household such as the one you live in, out of poverty”?; and “How far above or below that level would you
say your household is?”: individuals are considered as subjectively poor when answering to the latter question with “a little or a lot
below that level of income”. Income poverty is assessed on the basis of 60% of median household equivalised disposable income.

2. Exclusion from the labour market refers to individuals living in households where no one works. Essential services include items
such as power and water supplies, public transport and shopping facilities. Lack of support refers to items such as informal care, help
with relationship problems, advice, and help with household heavy jobs.

Source: Bradshaw and Finch (2003), based on data from the Poverty and Social Exclusion Survey.

Possible explanations of the mismatch between income poverty and material deprivation

63. The range of factors that may account for the relatively small overlap between income- and
material deprivation measures of poverty (at the relative thresholds conventionally used in comparative
analyses) is large. Bradshaw and Finch (2003) identify three factors: i) the different size of the groups of
income poor, deprived, and those feeling poor; ii) the inclusion among the income-poor of individuals who
are facing transitory conditions (e.g. persons who have just exited the labour market — either definitively,
as retired people, or temporarily, as unemployed); and iii) the fact that the income variable does not include
housing costs, which leads to an underestimate of income poverty.”® Other factors relate to the wealth
holdings of different groups of individuals (people can have income below the poverty line and yet avoid
material deprivation by relying on savings and accumulated wealth)’' and the possibility that people with
income just above the poverty line might incur additional costs (e.g. commuting, child care and other costs
borne by people with paid jobs) that increase their risk of incurring material deprivation.

64. Given the difficulties in assessing the relative validity of these various factors, most authors agree
that “different methods lead to different conclusions regarding levels of exclusion” but with “quite
different groups identified as excluded depending on the indicator on which one focuses”.”> This suggests
that one may talk of “poverties” rather than poverty, and that different policies may be required to respond
to the needs of different groups of poor people.

50. An additional factor explaining the small overlap between different measures of poverty is ‘false
consciousness’, i.e. misreporting, lack of understanding or low expectations (Bradshaw and Finch, 2003).
This factor, however, is only relevant for measures of consistent poverty based on subjective aspects.

51. In Ireland households with income below the (60%) poverty line who did not experience material
deprivation have much higher savings and housing wealth than income-poor households who did
experience material deprivation, whatever the status of the household head.

52. Whelan and Nolan (2004). See also Hallerdd et al. (1998) and Nolan and Whelan (1996).
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CONCLUSIONS

65. This review of the evidence and research on material deprivation in OECD countries has
implications for both measurement and policies. With regard to measurement, cross-country comparisons
of the extent of material deprivation have traditionally been limited to European countries, building on the
availability of common survey questions through the European Community Household Panel and other EU
surveys. This paper has tried to extend the scope for such comparisons by identifying survey questions in
different countries that may provide a basis for a comparative assessment of the extent and nature of
material deprivation. This preliminary analysis is limited in several dimensions. Fist, it is based on
summary statistics rather than on micro records that would allow constructing measures of multiple
deprivation and of the overlap between monetary and non-monetary poverty. Second, much of the analysis
is conducted on the basis of arbitrary choice of questions rather than on scales constructed through
statistical analysis of individuals' responses. Finally, comparability of results is affected by differences in
wording of survey-questions.

66. This paper has relied on simple summary measures of material deprivation constructed as
“averages” of the share of households reporting different forms of deprivation. These summary measures
highlight a number of patterns. Across OECD countries, data on the prevalence of different forms of
material deprivation are (with few exceptions) highly correlated to each other, suggesting that they
measure the same underlying phenomenon. Depending on the scope of cross-country comparisons, these
measures are either more closely correlated to country-levels of GDP per capita or to measures of the
prevalence of low income.

67. More systematic and comparable data on material deprivation holds the potential of allowing a
more accurate description of the experience of poverty in OECD countries. Moreover, their benefits extend
to the nature of the policies to deal with it. Measures of poverty based on inputs draw attention to income
transfers (taxes and benefits) and to policies to improve capacity of poor households to gain adequate
earnings in the labour market. Conversely, poverty measures based on outcomes underscore the importance
of identifying individuals that cumulate several types of deprivation at the same time, and of integrated
policies aimed at reducing the extent of actual exclusion from society in a variety of fields (e.g. provision
of non-cash services in the fields of hunger, health and housing). The pay-off from these selective
measures is especially important when poverty is concentrated on individuals with well-defined
characteristics, and when considering the dynamic processes that lead to poverty: people that today may
not qualify as poor based on their income may nevertheless experience conditions (e.g. dropping out of
school) that could lead to poverty tomorrow. This strengthens the case for shifting from “reactive” policies
to “preventive” interventions targeted to people experiencing deprivation in specific aspects of social life.
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ANNEX 1. MEASUREMENT AND ANALYSIS IN INDIVIDUAL COUNTRIES

68. OECD countries differ in their approaches to the measurement of material deprivation. The main
differences refer to:

e The “latent” concept that surveys aims to capture (e.g. social exclusion, poverty of living
conditions, low well-being, material and financial hardships, etc.).

e  The number of dimensions chosen to approximate the latent concept (e.g. necessities, housing
conditions, financial stress, access to health, education, social relationships etc.).

e The number and nature of indicators used to measure each specific dimension. For example,
“decent life” can be assessed in terms of a few basics items — as in most survey on material
hardship — or extend beyond subsistence levels — as in most European surveys. Further, the
selection of the items included in the questionnaire can either correspond to socially perceived
necessities or be selected on an ad hoc basis.

e The method used by researchers to aggregate data on specific items into a composite index of
deprivation, and how such composite indices are analysed, in particular with respect to income-
based poverty measures.

Annex Table A.1 summarises some of the main features of measurement and research on material
deprivation in selected OECD countries.
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Annex Table A.1. Approaches to the measurement of material deprivation in OECD countries

Number and kind of
Indicators (and Survey)

Summary Indexes

Concept Dimensions
European  Material, Social or Basic Needs
countries Generalised Basic Leisure and
Deprivation Social Activities
(“Exclusion from Housing Conditions
minimum acceptable = Consumer Durables
way of life in one’s Financial Stress
own society Social
because of Relationships
inadequate
resources’)
Townsend, 1979;
Callan et al., 1993;
Nolan and Whelan,
1996.
Enforced lack of
socially perceived
necessities (Mack
and Lansley 1985)
Inability to participate
in the ordinary life of
a society due to lack
of resources (Layte
et al. 2001; Whelan
et al. 2002)
Social Exclusion
(Whelan and Maitre,
2004)
Australia Hardship Financial Stress
Basic Needs
Basic Leisure and
Social Activities
Canada Housing Core Need Housing Conditions

Food Insecurity Basic Needs (Food)

Townsend (1979) :
-60 deprivation items
(ad hoc survey in
London district)

Mack and Lansley
(1985):

- 35 items by
distinguishing whether
lacks are enforced and
whether items are
socially perceived
necessities

(ad hoc survey)

Calan and al. (1993):
- 24 items (with Mack
and Lansley format?)

Studies relying on the
ECHP:

Layte et al. (2001);
Whelan et al. (2002)

- 25 items (with enforced
lack format if relevant)
Eurostat (2002):

- 24 items (with
enforced-lack format if
relevant)

Dekkers (2003)

-37 items (with enforced-
lack format if relevant)

Bray, 2001:
- 13 items
(HES)

Based on the
recommendations of the
"Canada and Mortgage
Corporation Standard":
-Adequate Dwelling
Units (i.e. not requiring
many repairs)

- Suitable Dwelling Units
(enough bedrooms and
make-up)

- Affordable Dwelling, i.e.
housing cost less than
30% of before-tax
household income
(National Census)
Rainville and Brink
(2001):

- Food Anxiety: worry
there is no enough food
due to lack of money

- Compromised Diet:
could not eat the quality
or variety of food desired
because of lack of

Townsend, 1979: Additive scale of
12 (most significant) items

Mack and Lansley, 1985: Majority
Necessity Index: simple aggregation
of 22 items

Callan et al. 1993: Life-style Index:
simple aggregation of 24 items &
Basic Deprivation Index: simple
aggregation of 8 items selected
trough FA

Lollivier and Verger, 1997: Poverty
of living conditions score: simple
aggregation of 25 items

Layte et al. 2001; Whelan et al.
2001: Current Life-Style Deprivation
(CLSD) index: weighted average of
13 items (weights inversely
correlated to the item’s
predominance in the population)
Eurostat, 2002: Overall index of
deprivation: weighted average of 24
items;

Szeles, 2004: Multidimensional
Poverty Index: Totally and Fuzzy
Relative approach + weighting
function applied to seven
dimensions of poverty (including
financial and material aspects).
Dekkers, 2003: Multidimensional
poverty rate: A two-steps procedure
applied to 37 items consisting of a
CFA and a Cluster Analysisa.
Tsakloglou and Papadopoulos,
2002: 3 synthetic indexes built as
weighted average of sub-sets of
deprivation items (living conditions,
necessities life and social relations )
Bray, 2001: Three dimensions
(Missing Out, Cash-flow Problems,
Hardship) through factor analysis.
Summary indices built as simple
average of within-dimension items.
Engeland and Lewis, 2004: Head
Count Ratio of Households in Core
Housing Need, that is whether
lacking one or more conditions of
CHMC'’s standard

Rainville and Brink (2001): -Food
Insecure households: households
experiencing any difficulty among
food anxiety, compromised diet and
food poverty.
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Concept

Dimensions

Number and kind of
Indicators (and Survey)

Summary Indexes

money
- Food Poverty: not have
enough food because of
lack of money

Japan

Mexico

New
Zealand

United
States

Falling behind

Material deprivation

None

Economic Living
Standard Index : full-
spectrum measure of
Standards of Living

Material and
Financial Hardships

Financial Stress

Basic Needs

Basic Leisure and
Social Activities
Consumer Durables
Financial Stress
Housing Conditions
Social relationships
Consumer
Durables, Housing
Conditions

Basic Needs

Basic Leisure and
Social Activities
Consumer Durables
Financial Stress
Housing Conditions
Social relationships

Financial Stress
Food security
Health Care
Child Care

Pyper (2002):

- Households with
arrears in paying utility
bills

-Households reporting
outstanding balances
Abe (2006):

Fergusson et al. 2001,
Jensen et al. 2002:
-29 consumer durables
and housing facilities
(Mack and Lansley’s
format)

- 10 social participation
items (Mack and
Lansley’s format)

- 20 types of
economising behaviours
(plus 11 items for
households with
children)

- 6 financial problems
-3 self-rating questions
(satisfaction with (a)
income, (b) material
standard of living, (c)
evaluation of living
standard (NZ Living
Conditions Survey)
Mayer and Jencks,
1989:

- 1 food insecurity item
- 4 financial stress items
- 7 housing problems

- 3 health insurance
items (ad hoc survey in
Chicago district)
Bauman, 1998

- 3 financial stress items
- 1 food security item

- 2 restriction to health
care items (SIPP)
Boushey et al., 2001:
-4 food security items

- 5 housing items

- 3 health care items

- 3 child care items
(SIPP and NSAF)

Pyper (2002): -No summary index
provided.

Abe (2006): Relative Deprivation
Index: weighted additive scale of 16
items selected as socially perceived
necessities.

Fergusson et al., 2001: Material
Well-Being Scale: Additive scale of 6
indicators that are linked to a single
latent dimension (living standard)
using the CFA approach.

Jensen et al. 2002: Economic Living
Standard Index:

Weighted sum of 6 indicators
selected through Item analysis.

Bauman, 1998: Multiple hardships
index:: head count ratio of number of
households cumulating two or more
forms of hardship

Boushey et al. 2001 Critical
Hardship Index: and Serious
Hardship Index: both being built as
simple averages/ head count ratios
of respectively 3 more critical
deprivation items and 8 less severe
forms of deprivation

Short, 2003Material Hardship Index:
simple average of 7 items

1. This definition is given by Perry (2002); we chose it as adequately illustrating the concept of generalised deprivation elaborated
by previous scholars like Townsend, Callan, Nolan and Whelan.

2.  The Mack and Lansley’s format correspond to the twofold specification of lacked items as enforced lacks and as socially
perceived necessities.

3. The cluster containing individuals poor in the two dimensions (previously identified with the CFA) are considered
multidimensional poor. These two dimensions are arrears in material conditions and arrears in living and housing conditions.
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ANNEX 2. HOUSEHOLDS SURVEYS COVERING MATERIAL DEPRIVATION

69. This Annex describes the main features of the surveys used in this paper. Surveys are presented
by country. Annex Table A.2 provides a synthetic description of surveys, their scope and dimensions of
material deprivation covered. Annex Table A.3 describes the wording of survey question on material
deprivation covered by different surveys.

European countries
Community Surveys
European Community Household Panel

70. The “European Community Household Survey” (ECHP) is a longitudinal survey conducted
annually between 1994 and 2001. Some countries joined the survey in later waves (Austria in 1995,
Finland in 1996). The survey is based on a standardized questionnaire administrated to 60 500 households
from nationally representative samples (around 130 000 individuals aged 16 years or more). It collects
information about income, housing, health, education and employment. Beyond its multi-dimensional
coverage, one peculiarity of ECHP is that it is conceived to allow better cross-countries comparability
through identical survey-design and implementation procedures, as well as a centralized support provided
by Eurostat.

71. The ECHP contains three sections on deprivation and poverty. These deal with financial
situation, accommodation, and consumer durables. The financial situation module investigates both
monetary and non monetary aspects of the households’ finances: it contains questions on the affordability
of basic needs (BN) and basic leisure and social activities (BLSA)™. The accommodation module reports
on the housing conditions (HC) of the household.™* The module on amenities covers the most common
Consumer Durables (CD) owned by the household. Questions on necessities are use the Mack and Lansley
(1985) format. The survey also contains questions on a small number of financial stress (FS) and other
subjective deprivation (SD) variables, as well as questions about social relationships (e.g. whether member
of the household regularly participate in some social activities, if they have frequent contacts with
neighbours, friends and relatives).

53. Several questions are asked about whether the respondent is able to make ends meet, if he can afford a
certain number of housing outlays for basic necessities (such as heating, replacing worn-out furniture) as
well as if he has some problems of arrears (for paying utility bills, rents or mortgages, hire purchase
installments). Questions about the affordability of other basic expenditures (such as the purchase of new
clothes, meat or fish with a regular periodicity, meals for friends and family and at least one week holiday
once a year) were also in this section.

54. Among those housing conditions main characteristics of the dwelling, and in particular the state of
disrepair of it, its salubrious conditions (dampness, rot, darkness, etc.) and the presence of some basic
facilities (such as bathroom, indoor flushing toilet or hot running water). This section contains also some
questions on the housing outlays met by households (such as the amount of rent, the amount of heating and
other utility bills, etc.). There is also a general question on whether housing costs are felt as a financial
burden by families.
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European Union Survey of Living Conditions

72. EU-SILC is the new continuous surveys of national panels introduced in 2004 to replace the
ECHP and improve some aspects of the latter. Relative to ECHP, EU-SILC extends the number of
participating countries (candidate countries will join EU-SILC in 2005 or 2006). However, since data are
not longer collected through a standardized questionnaire (and may come from different sources in
different countries) international comparability may be affected. EU-SILC covers a broad range of topics
including income, social exclusion, labour market and housing. However, much of detailed information on
non-monetary indicators has been dropped from EU-SILC. The sections of EU-SILC on deprivation cover
basic needs (BN), basic leisure and social activities (BLSA), housing conditions (HC), consumer durables
(CD) and financial stress (FS) of households.

FEurobarometer

73. Eurobarometer is a survey conducted to study the evolution of public opinion in European Union.
The Eurobarometer includes a standard survey (started in 1973, with each survey consisting of
approximately 1000 face-to-face interviews in each country) and some special modules, dealing with
themes such as enlargement, social situation, health, culture, information technology, environment and
defence. While the standard Eurobarometer survey does not contain questions on deprivation and poverty
of living conditions, four special surveys dealing with precariousness and social exclusion were conducted
in 1976, 1989, 1993 and 2001. The 2001 Eurobarometer provides information on subjective deprivation
(SD)*® and on financial stress (FS). Some questions also relate to the social environment and help from
social network (HSN). Eurobarometer also provides information on deprivation in candidate countries,
asking about possession of selected common consumer durables (CD), subjective perception of financial
situation. Data on financial stress and housing conditions are also available.

European Quality of Life Survey

74. The “European Quality of Life Survey” (EQLS) was launched in 2003 by the European
Foundation for the Improvement of Living and Working Conditions, with the objective of collecting
information on living standards in 28 European countries (the 15 EU Member States, the 10 acceding
countries and the three candidate countries). The survey was carried out one-off and consisted of 1 000
interviews in each country. The survey covers a broad range of domains, including economic situation,
housing and local environment, employment and education, health, subjective well-being and perceived
quality of life. The EQSL contains several questions on deprivation, through questions (similar to those
used in ECHP) covering basic needs (BN), basic leisure and social activities (BLSA), consumer durables
(CD), housing conditions (HC) and financial stress (FS). In addition, some questions on help received from
social networks (HSN) are also asked (e.g. household’s ability to raise money in case of financial
emergency).

55. For instance, respondents are asked about the kind of goods that are absolutely necessary to live, as well as
about the minimum income that a household like the interviewed person’s one would need in order to make
ends meet. Questions on financial stress refer to the household’s ability to pay utility bills, rent, etc. Some
questions are also asked about the general standard of living of people living in the same area than the
household and about the kind of help that the household would receive in case of problems.
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National surveys
France
75. Data on material deprivation are available through the “Enquéte Permanente sur les conditions de

vie des ménages” (PCV). PCV is a cross-sectional annual survey based on a nationally representative
sample of 8 000 households. The survey is designed to monitor the evolution of social trends. It is
composed of a core section (asking questions about health, housing, debts, employment, characteristics of
living area, participation in social activities and frequency of social contacts of households) and topical
modules on specific aspects of families’ living conditions (assets, public services and infrastructures, social
relationships, purchase attitudes, etc.). The PCV core section contains questions on basic needs (BN) and
basic leisure and social activities (BLSA) in the Mack and Lansley (1985) format which are almost
identical to those used by ECHP. It also contains some questions on financial stress (FS) and households’
debts and overdrawn bank accounts. The PCV module on deprivation also covers housing conditions (HC)
and consumer durables (CD) are also a part of the PCV’s module on deprivation (although questions are
less detailed than in the case of surveys in the United Kingdom).

Germany

76. The “German Welfare Survey” is a comprehensive survey on the well-being of the German
population. The survey is cross-sectional (without a regular periodicity) first introduced to measure
individual well-being and perceived quality of live. The last (1998) wave of the survey, which now covers
both eastern and western ldnders, was based on 3042 personal interviews dealing with objective and
subjective dimensions of households’ living conditions. The last wave contains new questions on processes
of social exclusion and integration. The most important deprivation items covers by the survey relate to
subjective deprivation (SD), social environment and help from social networks (HSN). However, the
survey also covers basic needs (BN), basic leisure and social activities (BLSA), consumer durables and the
housing conditions (HC). Questions are phrased using the Mack and Lansley (1985)’s format (as in ECHP
and other European national surveys).

United Kingdom
77. Several surveys are available in the United Kingdom. These include:

e  The “Millenium Study of Poverty and Social Exclusion” (PSE) is a one-off survey conducted in
1999 as a follow-up of the 1998-1999 “General Household Survey” (GHS), which asked
individuals which items they consider to be necessary to live. The PSE survey covers those items
which were judged as necessities by 50% or more of GHS respondents: the main topics covered
are satisfaction with housing, health and disability, social network and support, debts and arrears,
going without items when money is short, subjective assessment of living standard and
satisfaction with the area. The survey over-samples people with low-income (40% of the
1 534 respondents are from the lowest income quintile, 30% from the fourth quintile and 10%
from each of the three highest quintiles). PSE contains deprivation questions on 54 items for
adults and 30 items for children. The survey provides data on housing conditions (HC), basic
needs (BN), basic leisure and social activities (BLSA); consumer durables (CD); subjective
deprivation (SD), financial stress (FS); social environment and help from social networks (HSN).

e  The “Family and Children Study” (FACS) is a longitudinal survey that has taken place in 1999,
2001 and 2002 (and now covers 7500 families). While in 1999 and 2000 the survey only covered
low-income couples with children, since 2001 the sample is nationally representative. The main
purpose of FACS is to study the effectiveness of work incentives measures and the effects on
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social policies on families’ well-being. FACS provides detailed information about material and
immaterial deprivation, with questions on basic needs (BN) and basic leisure and social activities
(BLSA), on necessities and households’ inability to make ends meet (e.g. “Is there anything else
that your children need at the moment but which you just can't find the money for?”). FACS also
asks questions on financial stress (FS), help received from (and provided to) social networks
(HSN), housing conditions (HC) and consumer durables (CD).

Other OECD countries
Australia
Monthly Population Survey

78. The “Monthly Population Survey” is based on a multi-stage sample of private dwellings (houses,
flats, etc.) and a sample of non-private dwellings (hotels, motels, etc.). The supplementary survey collects
data on a set of changing topics which rotate over three years. The March 2005 topic focused on energy
use and conservation and included questions on the types of household appliances used in households. The
March 2003 issue included data on car ownerships by households. The sample for a monthly population
survey is approximately 30 000 dwellings, but only half of these (i.e. 15 000) were included in the
supplementary survey.

Household Expenditure Survey

79. The “Household Expenditure Survey” (HES), conducted every five years, collects information on
expenditures, income and household characteristics of around 7 000 households living in private dwellings.
The main aim of the survey is to measure the levels and the patterns of households’ expenditures according
to the income and other socio-economic characteristics of individuals. The HES also contains a special
module on financial stress, which provides detailed information on basic needs (BN), basic leisure and
social activities (BLSA), financial stress (FS) and help received from social networks (HSN). For some of
these items, the wording of the survey questions is similar to those used in the ECHP (for European
countries) and the SIPP (for the United States). The HES also provides some information about consumer
durables (CD).

Australian Housing Survey

80. The “Australian Housing Survey” (AHS) is a cross-sectional survey conducted in 1994 and in
1999 to get better information about the characteristics, the physical conditions and the quality of the
housing. The 1999 data collection was the last in that form, but some of the data it contained will be
collected periodically in the “Survey of Income and Housing”. The scope of the survey coincides with the
usual residents of private dwellings: the 1999 AHS sample includes 13 788 households and
27 688 persons. The AHS only provides information about and the housing conditions (HC) aspects of
material deprivation.

Canada
Household Income, Facilities and Equipment Survey

81. The “Household Income, Facilities and Equipment” survey (HFE) was conducted annually over a
representative sample of around 18 000 households. Before 1997, HFE was run as a separate survey; after
that data, much of the HFE’s content has been integrated into the “Survey of Household Spending” (SHF).
The new survey provides comprehensive data on housing expenditures and dwelling characteristics, and is
conducted annually over 20 000 households. It covers housing conditions (HC) and consumer durables
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(CD). The survey provides a great deal of information on these items; however, since the survey is census
likewise designed, the questions are not formulate as to discriminate between lacks due to financial
constraints and lacks due to households’ preferences.

Survey of Financial Security

82. Survey of Financial Security (SFS) was conducted one-off in 1998 to collect comprehensive
information on the income, assets, wealth and debts of Canadian households. The sample contains around
23 000 households. The survey contains some questions on the indebtedness of families, as well as the
occurrence of financial troubles and arrears in paying bills and other housing related expenditures. It thus
includes useful information on Financial Stress dimension of deprivation.

National Population Health Survey

83. The National Population Health Survey (NPHS) is an on-going national survey conducted on
about 17 000 households, which covers several topics related to health and health care domains. The
survey is longitudinal, with a new cycle taking place every two years. One special module of NPHS deals
with food deprivation, thus including some Basic Needs questions. This special module on Food Insecurity
was carried out one-off in 1998 on the initiative of Human Development Resources Canada.

Japan

84. Very limited information on material deprivation is provided by official surveys (with the partial
exception of data on consumer durables and housing conditions from the National Survey on Family
Income and Expenditure). More comprehensive information is however available through the “Survey on
Living Conditions” (Shakai Seikatsu Chousa), an unofficial and experimental survey designed by the
National Institute of Population and Social Security Research in Tokyo and run in the context of a three
year research project funded by Ministry of Health, Labour and Welfare. The (nationally representative)
sample of this survey is limited to around 2 000 households and around 6 000 persons aged 20 years and
above, from all of Japan, with a response rate of about 76%. The research was conducted in two stages.
First, in 2002, a survey asked respondents to rate whether a range of items are required for a regular family
to live in Japan today (following the model of the “Poverty and Social Exclusion Survey” in the United
Kingdom); second, information on deprivation with respect to these “socially perceived necessities” was
collected between November and December 2003. The “Survey on Living Conditions” provides
information on all aspects of material deprivation described in the main body of this paper.

Mexico
“Encuesta Nacional de Ingresos Y Gastos de Los Hogares”

85. The Encuesta Nacional de Ingresos Y Gastos de Los Hogares (ENIGH) is a cross-sectional
survey which takes place without a regular periodicity (around every 3 or 4 years). Over 20 000 resident
households are interviewed with the aim of collecting information about their main socio-economic
characteristics, work conditions, income and expenditure. The ENIGH contains questions on consumer
durables (CD) and housing conditions (HC).

“Lo que dicen los pobres”
86. This survey, conducted one-off in 2003 was conceived to study the living conditions of poor
people, with special attention to their subjective feeling of deprivation and social exclusion. It was

administered to some 3 000 households living in poverty. The survey collects data on individuals' views
about well-being and social justice, subjective perceptions of discrimination and precariousness, attitudes
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towards public institutions and help received from them. The survey covers the subjective items of material
deprivation, providing some information about financial stress (FS) and help received from social networks
(HSN).

New Zealand

87. Information on material deprivation is available through the “New Zealand Living Conditions
Survey”. Three waves of this survey have been conducted as part of the Living Standards Research
Program initiated by the Super 2000 Taskforce group and then continued by the Ministry of Social Policy.
Differently from other surveys reviewed above, the scope of the New Zealand Living Surveys is not
households but three groups of people: the Older New Zealanders survey, targeted to households
containing a person aged 65 and more; the survey of Older Maori, based on a random sample of Maori
aged 65-69 years; the survey of the working-age, for people aged 18-64 living permanently in private
dwellings. These surveys have provided the basis for the construction of the ELSI scale, which is a
synthetic measure of standards of living.

88. The New Zealand Living Standards Surveys provides information on all the dimensions of
material deprivation described in Chapter 3: basic needs (BN), basic leisure and social activities (BLSA),
consumer durables (CD), housing conditions (HC), financial stress (FS), Help Received from Social
Networks (HSN) and Subjective Deprivation (SD). Survey questions follow the format suggested by Mack
and Lansley (1985). A section of the survey refers to households’ strategies to keep costs down.

United States
Survey of Income and Program Participation

89. The “Survey of Income and Program Participation” (SIPP) is a continuous series of national
panels, with samples ranging from 14 000 to 36 700 households. The lengths of the panel vary between
2 > and 4 years. SIPP is divided into a core part (collecting information on labour force status, program
participation and income) and topical modules, administered in particular waves of the survey and covering
issues like personal history, wealth and living conditions. Questions on deprivation are included in the
topical module on “Extended Measures of Well-Being”, “Basic Needs” and “Adult Well-Being” carried
over one-off for a specific wave of the panel. These modules contain questions on basic needs (BN) and
basic leisure and social activities (BSLA), which however do not distinguish between different reasons for
lacking different goods and amenities. Detailed questions also cover housing conditions (HC), social
environment and help received from social networks (HSN). With respect to the latter, SIPP represents one
of the richest sources of information, with separate questions on “expected” and “actually received” help.
SIPP also includes questions on diet adequacy and food shortages that household can face in case of
financial difficulties.

The National Survey of America’s Families

90. The “National Survey of America’s Families” (NSAF) is a cross-sectional survey administered
three times until 2002. The interviewed sample includes more than 40 000 families (more than
100 000 individuals aged less than 65), with over-sampling of low-income families with children. The
survey has five sections covering child well-being, family environment, health and health care, economic
security, and socio-economic characteristics of the families as well their attitudes towards welfare, work
and children. The economic security section of NSAF contains two parts on material deprivation covering
food security and housing and economic hardship. The latter section includes questions on basic needs
(BN), consumer durables (CD), housing conditions (HC), and financial stress (FS). There are also a few
questions on help received from social network (HSN) as well as on subjective deprivation (SD).
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Current Population Survey

91. The “Current Population Survey” (CPS) is the main source of information on labour force
characteristics. This cross-sectional survey is conducted monthly over a nationally-representative sample
of over 50 000 households. Special modules cover school enrolment, income, previous work experience,
health and employee benefits. A special module on Food Insecurity provides relevant data for comparisons
of material deprivation relating to Basic Needs.

Annex Table A.2. Surveys on material deprivation, by countries

Country Survey Years Type of Sample size Main themes Components of material
available Data covered deprivation
European European 1994 to 2001 Longitudinal 60 500 Income, Basic needs
countries Community households Health, Basic leisure and social activities
Household Panel Education, Consumer durables
(ECHP, 15 Housing Housing conditions
countries) Financial stress
EU-Survey on From 2003 Longitudinal ~ Similar to Income, Basic needs
Income and ECHP Health, Basic Leisure and social activities
Leaving conditions Education, Consumer durables
(replacing ECHP) Housing Housing conditions
Financial stress
Eurobarometer 1976, 1989, Cross- 1000 Social Consumer durables
special module (15 1993, 2001 sectional households exclusion, Housing conditions
countries) (in each perception of Financial stress
country) poverty
European Quality of 2003 Cross- 1000 Material Basic needs
Life Survey (28 sectional households conditions, Basic Leisure and social activities
countries) (in each living and Consumer durables
country) working Housing conditions
situation, etc. Financial stress
United Millenium Study of 1998 Cross- 1534 Deprivation Basic needs
Kingdom Poverty and Social sectional households poverty Basic Leisure and social activities
Exclusion (PSE) Social Consumer durables
Exclusion Housing conditions

Financial stress
Help from social network
Family and Children  From 1999 to Refreshed 6550 to 8000  Effect of work Basic needs

Study (FACS) 2001 Longitudinal  households incentive and Basic Leisure and social activities
policy on Consumer durables
families’ living Housing conditions
standards Financial stress
Help from social network
France Permanent Survey From 1996 to Cross- 8000 Social Basic needs
of Household Living 2003 sectional households Indicators, Basic leisure activities
Conditions Health, Housing conditions
(Enquéte housing, debts  Financial stress

Permanente sur les
conditions de vie
des ménages, PCV

Germany Germany Welfare 1978, 1980, Cross- 3000 Development Basic needs
Survey 1984, 1988, sectional households of objective Basic leisure activities
1990, 1993, living Housing conditions
1998 conditions and ~ Consumer durables
subjective well-  Help from social network
being Subjective deprivation
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Country Survey Years Type of Sample size Main themes Components of material
available Data covered deprivation
United Survey of Income From 1984, 0on  Core data From 14 000 Poverty, Basic needs
States and Program going. Topical longitudinal  to 36,700 income, Basic leisure activities
Participation (SIPP)  module on Topical data  households employment, Housing conditions
adult well- cross- and health Financial stress
being in 1992, sectional insurance Help from social network
1995, 1998 coverage Subjective deprivation
and 2003
National Survey of 1997, 1999, Cross- 40000 Child well- Consumer durables
American Families 2002 sectional households being, family Housing conditions
(low income environment, Financial stress
families with economic Help form social networks
children are security, health
over- and health care
sampled)
Current Population From 1995, Cross- 50000 Labour force Basic needs
Survey "Food annual sectional households  characteristics
Security yearly
Supplement”
Canada Household Income, 1971 to 1996 Cross- 18000 Household Consumer durables
Facilities and sectional living Housing conditions
Equipment (HFE) conditions
Survey of From 1997 on-  Cross- 20000 Household Consumer durables
Household going sectional, spending Housing conditions
Spending (SHS) (integrates yearly
HFE and
FAMEX)
National Population  Started in Longitudinal 17000 Health (various  Basic needs
Health Survey 1994, (topical aspects)
(NPHS) conducted module on
every two food
years insecurity
one off in
1998-1999
Survey of Financial 1999, 2005 Cross- 21000 Incomes, Financial Stress
Security (SFS) sectional households Assets,
Indebtedness
Mexico National Survey of From 1983-84 Cross- 20252 Incomes and Consumer durables
Household Income to 2004 sectional households expenditures Housing conditions
and Expenditure
(Encuesta Nacional
de Ingresos Y
Gastos de Los
Hogares, ENIGH
Japan National Survey on From 1959, Cross- 60000 Income and Consumer durables
Family Income and every five sectional households expenditures Housing conditions
Expenditure years consumer

goods, housing
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Country Survey Years Type of Sample size Main themes Components of material
available Data covered deprivation
Survey on Living Experimental Cross 2000 Deprivation Basic needs
Conditions (Shakai  survey. sectional households poverty Basic Leisure and social activities
Seikatsu Chousa) Conducted in Social Consumer durables
Nov.-Dec. Exclusion Housing conditions
2003 Financial stress
Help from social network
Australia Housing From 1974 Cross- 7000 Households’ Basic needs
Expenditure Survey  (every five sectional expenditures Basic leisure activities
years) Financial stress
Help from social network
Subjective deprivation
Australian Housing From 1994 to Cross- 13800 Characteristics, Basic leisure activity
Survey 1999 sectional households affordability Consumer durables
(in 1999) and adequacy Housing conditions
of dwellings,
tenure and
housing costs
of persons and
households.
New New Zealand Living 2000 Cross- 3682 working  Living Basic needs
Zealand Standard Survey sectional age adults conditions Basic leisure activities

Consumer durables
Financial stress

Help from social network
Subjective deprivation
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Annex Table A.2. Survey questions on material deprivation

Component Countries Format question
and indicators concerned European countries United States Canada Japan Australia New Zealand
BASIC NEEDS
Ability to European «Could the household «Is the household NA «Could not afford «It happened that the -«In the last 12 months has
adequately countries afford to heat» satisfied with  the heating and cooling household was not the household put up with
heat home United States (ECHP) warmth of home in devices such as air able to heat the feeling cold to save heating
Japan, winter» (SIPP) conditioners, eaters dwelling because of a cold»
Australia and kotatsu» (SLC) shortage of money» -«In the last 12 months

Ability to have
a healthy diet

Food insecurity

New Zealand

European
countries (15)
United States
Canada
New Zealand

European
countries (15)
United States
Canada
Australia

«Could the household
afford to eat meat or
chicken every second
day if wished»
(ECHP)

«Has your household
at any time during the
past 12 months run
out to pay for food»
(EQLS)

«Enough but not
always the kind of the
food we want to eat»
(SIPP)

«Could not afford
balanced meals»
(SIPP, CPS)

-«Sometimes not
enough to eat» (SIPP)
-«Often not enough to
eat» (SIPP)

-«Any member of
household has cut the
size of the meals or
skip meals because of
shortage of money»
(SIPP, CPS)

-«Any member of the
household has eaten
less than they felt they
should because of
shortage of money»
(SIPP, CPS)

-«Any member of the
household has not

«Did not eat the
quality or variety of
food that you wanted
to eat because of a
lack of money»
(NPHS)

-«Not enough food to
eat because of a lack
of money» (NPHS)

NA

NA

(HES)

«A special meal once
a week» (HES)

«Went without meals
because of a shortage
of money» (HES)

have you stayed in bed
longer to save heating

costs»
-«Cannot afford heating in
all main rooms»
-«Cannot afford warm
bedding in winter» (NZLSS)
-«Cannot afford a special
meal at home at least once
a week »
-«Bought cheaper cuts of
meat or eat less meat than
would like to help keep
costs down»
-«Gone without fresh fruit
and vegetables to help
keep costs down»
(NZLSS)

NA
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Component Countries Format question
and indicators concerned European countries United States Canada Japan Australia New Zealand
eaten for a whole day
because of shortage of
money» (SIPP, CPS)
-«Have lost weight
because you didn’'t
have enough money
for food (CPS)»
Worries about United States NA -«The food that I've -«Did you or anyone NA NA
food Canada bought just didn’t last else in your
and | didn’t have household worry that
money to get more» there would not be
(SIPP, CPS)» enough to eat
-«We worried our food because of a lack of
would run before we money» (NPHS)
got money to buy
more» (CPS)
Clothing European «Could the household ~ NA NA «Being able to buy «Cannot afford buying  -«In the 12 last months the
properly countries (25)  afford to buy new new underwear once a new and not second- family bought second hand
Japan rather second-hand year» and hand clothes, most of clothing instead of new to
Australia clothes» (ECHP, «Cannot afford buying  time» (HES) help keep costs down»
New Zealand EQLS) clothes for special -«In the last 12 months did
occasions such as you continue wearing
funerals and clothing that was worn out
weddings» (SLC) because you»
Restricted European «On the last occasion  «In the past 12 months  NA «Cannot affordto goto  NA -«In the last 12 months
access to countries (15) you needed to see a was there a time any a doctor when have you postponed or put
health care United States doctor or medical member of the needed» (SLC) off visits to the doctor to
Japan, specialist, to what household needed to help keep costs down»

New Zealand

extent the cost of it
makes it difficult for
you to do so » (EQLS)

BASIC LEISURE AND SOCIAL ACTIVITIES

Having
at home

family

European
countries (25)
Australia
New Zealand

«Could the household
afford having
friends/family at home
for a drink/meal at
least once a month»

see a doctor but did
not go»

«In the past 12 months
was there a time any
member of the
household needed to
see a dentist but did
not go» (SIPP)

NA

NA NA

-«Could afford having
family/friends over a
meal at least once a
month» (HES)

-«In the last 12 months
have you postponed or put
off visits to the dentist to
help keep costs down»
-«Gone without glasses you
needed because you
couldn’t afford them»

-«Not picked up
prescriptions to keep down
costs» (NZLSS)

-«Could  afford  having
family/friends over for a
meal at least once a
month» (NZLSS)
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Component Countries Format question
and indicators concerned European countries United States Canada Japan Australia New Zealand
(ECHP, EQLS)
Having one European «Could the household  NA NA «Family cannot afford «Could afford a holiday -«Could  afford  having
week-holiday countries (25)  afford one week one overnight trip per away from home for at  holidays away from home
Australia holiday away from year because of least one week a year» every year» (NZLSS)

New Zealand

CONSUMER DURABLES«»

Television

Video-recorder

Microwave
oven

Telephone

Car

Personal
computer

European
countries (25)
United States
Canada
Australia
New Zealand
European
countries (25)
United States
Canada
Japan
Australia
New Zealand
European
countries (25)
United States
Japan
Canada
Australia
New Zealand
European
countries (25)
United States
Canada
Japan
Australia
New Zealand
European
countries (25)
Canada
Japan
Australia
New Zealand
European
countries (25)
United States

home at least once a
year» (ECHP,
EQLS)»

«Does not have as
cannot afford»
(ECHP, EQLS)

«Does not have as
cannot afford»
(ECHP, EQLS)

«Does not have as
cannot afford»
(ECHP, EQLS)

«Does not have as
cannot afford»
(ECHP, EQLS)

«Does not have as
cannot afford»
(ECHP, EQLS)

«Does not have as
cannot afford»
(ECHP, EQLS)

«Does not have in
home in working
conditions» (SIPP)

«Does not have in
home in working
conditions » (SIPP)

«Does not have in
home in working
conditions » (SIPP)

«Does not have in
home in working
conditions » (SIPP)

NA

«Does not have in
home in working
conditions » (SIPP)

«Does not have»
(SHS)

«Does not have»
(SHS)

«Does not have»
(SHS)

«Does not have»
(SHS)

«Does not have»
(SHS)

«Does not have»
(SHS)

financial reasons»
(SLC)

NA

«Cannot afford» (SLC)

«Cannot afford» (SLC)

«Cannot afford» (SLC)

«Cannot afford» (SLC)

«Cannot afford» (SLC)

(HES)

«Does not have»
(AHS)

«Does not have»
(AHS)

«Does not have»
(AHS)

«Does not have»
(AHS)

«Does not have»
(AHS)

«Does not have»
(AHS)

«Does not have as
afford» (NZLSS)

«Does not have as
afford» (NZLSS)

«Does not have as
afford» (NZLSS)

«Does not have as
afford» (NZLSS)

«Does not have as
afford» (NZLSS)

«Does not have as
afford» (NZLSS)

cannot

cannot

cannot

cannot

cannot

cannot

64



DELSA/ELSA/WD/SEM(2006)6

Component Countries Format question
and indicators concerned European countries United States Canada Japan Australia New Zealand
Canada
Japan
Australia

New Zealand

HOUSING CONDITIONS

Overcrowding

Need of repair

Availability  of

bath/shower

Availability  of
toilets

European
countries (25)
United States
Canada
Japan
Australia
New Zealand

European
countries (15)
United States
Canada
Japan
Australia
New Zealand

European
countries (15)
Canada
Australia
Japan
European
countries (15)
Japan

-«Number of rooms
with and without
kitchen» (ECHP)

-«Does the
accommodation have
leaky roof»

-«Does the
accommodation damp
walls/foundations/floor
S»

-«Does the
accommodation have
rot in
windows/frames/floors
» (ECHP)

-«Does the
accommodation have
bath/shower» (ECHP)

-«Does the
accommodation have
indoor flushing toilets»

«Number of rooms with
kitchen and without
bath»

-«Does the
accommodation have
problems with mice,
rats, insects»

-«Does the
accommodation have
leaking roof or ceiling»
-«Does the
accommodation have
broken windows
glass»

-«Does the
accommodation have
exposed electrical
wires»

-«Does the
accommodation have
boiler/toilet not
working»

-«Does the
accommodation have
holes in the floor»
(SIPP)

NA

NA

«Number of rooms
with kitchen and
without bath»

«Was the
accommodation in
major needs of
repairs (corroded
pipes, damaged
electrical wiring,
sagging floors, damp
walls and ceilings,
crumbling foundation,
etc.), or in minor
needs of repair (small
cracks in walls and
ceilings, broken light
fixtures and switches,
cracked or broken
window, some
missing paint, etc.) or
only regular
maintenance was
needed (painting,
leaking faucets,
etc.)»

NA

NA

«Cannot afford more
than one bedroom»
«Cannot afford a
bedroom different from
living room»

«Cannot afford
adequate storage
space» (SLC)
«Dampness and no
fresh water in the
dwelling»

«Rainwater seeps into
the house and outside
air comes in through
spaces» (SLC)

«Cannot afford a
bathroom for the family
own use not shared
with other families»
(SLC)

«Cannot afford toilet
for the family own use
not shared with other

«Number of sufficient
and spare bedrooms »

«Was the dwelling in
essential need of
repairs (AHS)»

-«Does the
accommodation have
working bath/shower
connection» (AHS)

-«Does the
accommodation have
working toilet» (AHS)

«Number of bedrooms»

(NZLSS)

«Does the accommodation
have problems of draughts,
dampness, plumbing,
wiring, interior paintwork,
windows, roof, piles or
foundations, exterior
paintwork, fencing, paving»
(NZLSS)

NA

-«Does the accommodation
have inside lavatory or
toilet» (NZLSS)
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Component Countries Format question
and indicators concerned European countries United States Canada Japan Australia New Zealand
Australia (ECHP) families» (SLC)
New Zealand
Availability of European -«Does the NA NA «Cannot afford a hot NA -«Does the accommodation
hot water countries (15) accommodation have water heater» (SLC have hot running water»
Japan hot running water» (NZLSS)
New Zealand (ECHP)
Uncomfortable  European -«Does the -«Street noise or NA «Neighbours can be NA «Does the accommodation
environmental countries (15) accommodation have heavy street traffic» heard» (SLC have problems of industrial
conditions United States noise from neighbours  -«Streets in need of pollution, smell, noise from
Japan or outside» repair» traffic, trains or aircrafts»
New Zealand -«ls there any -«Trash, litter, or (NZLSS)
pollution, grime or garbage in the street»
other environmental -«Rundown or
problem caused by abandoned houses or
traffic or industry» buildings»
-«ls there any crime -«Industries,
or vandalism in the businesses, or other
area» (ECHP) non-residential
activities»
-«Odours, smoke, or
gas fumes» (SIPP)
Affordability European Housing Costs Housing Costs (ACS) Housing Costs, NA Housing Costs, Housing Costs, Income
countries (15) (ECHP) Available Income Income (SFS) Income (HES, AHS) (HES, AHS)
United States -«» (SIPP) -«» -« -«»
Canada -«»
Australia

New Zealand

FINANCIAL STRESS

Arrears in
payments  of
utility bills

Arrears in
mortgages/
rents

European
countries (15)
United States
Canada
Japan
New Zealand

European

countries (15)

United States
Canada

-«Has the household
been unable to pay
scheduled utility bills
during the past 12
months» (ECHP)

-«Has the household
been unable to pay
scheduled
rent/mortgages for the

-«During the past 12
months, has there
been a time when
household did not pay
the full amount of the
gas, oil or electricity
bills»

- -«did household was
disconnected from
services for not paying
the bills»

-«During the past 12
months, has there
been a time when
household did not pay

-«In 2004 were any
of you behind two
months or more in
rent or mortgage»
(SFS)

-«In 2004 were any
of you behind two
months or more in
bills or loans» (SFS)

«In the past year some
services (gas, water,
telephone, others) got
stopped because of
failure to pay bills »
(SLC)

Either «The family has
arrears in rents»

or «in the past year the
family had arrears in

NA

-«Over the past year
Could not pay
gas/electricity/telephon
e bill of a shortage of

-«In the last 12 months

you couldn't keep with
payments for mortgages,
rents» (NZLSS)

-«In the last 12 months

you couldn't keep with
payments for electricity, gas
or water» (NZLSS)
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Component Countries Format question
and indicators concerned European countries United States Canada Japan Australia New Zealand
Japan accommodation the full amount of the replaying loans money»
Australia during the past 12 rent or mortgage» including mortgages»
New Zealand months» (ECHP) -«did household was (SLC)
evicted from your
home for not paying
the rent/mortgage»
Arrears in hire European -«Has the household NA -«In 2004 were any «In the past year the NA -«In the last 12 months you
purchase loans  countries (15)  been unable to pay of you behind two family had arrears in couldn't keep with
Canada scheduled hire months or more in repaying credit cards payments for such things
Japan purchase instalments other repayments» or small-scale money as hire-purchase, credit
New Zealand or other loan (SFS) lenders» (SLC) cards or store cards»
repayment during the (NZLSS)
past 12 months»
(ECHP)
Ability to make European -«Thinking of your -«During the past 12 NA «The family runs into NA -«How well your income
ends meet countries (15)  household’s total months, has there red every month» meets  your  everyday
Japan monthly income, is been a time when your needs» (NZLSS)

Ability to save

Coping
strategies to
keep costs

down

New Zealand

European
countries (25)
Canada
Japan
Australia
New Zealand

Canada
Australia
New Zealand

your household able
to make ends meet
with great/some
difficulty/fairly
easily,..» (ECHP,
Eurobarometer CC)
-«lIs there normally
some money left to
save (considering
household's income
and expenses)»
(ECHP)

NA

household did not
meet all of your
essential expenses»
(SIPP)

NA

NA

-«In 2004, excluding
any money spent on
investments or the
purchase of a home
or automobile, would
you say that your
family's spending
exceeded/was
equal/was less than
your income»

-«Did you sell/use an
asset to repay a
loan»

-«Did you sell or
pawn something»
-«Did you declare
bankruptcy» (SFS)

«The family can never
save or has to run
down previous
savings» (SLC)

NA

-«Thinking of your
household's situation
over the last 12
months, which one of
the following
statements best
describes your
household's financial
situation : spend more
money than we get/
just break even most
weeks/ able to save
money most weeks»
(HES)

-«Did you pawned or
sold something»

-Did you seek for
assistance» (HES)

-«Your household spent
less money than received/
just broke even
months/spent more than
received» (NZLSS)

-«Did you pawn or sell
something»

-Various other (but not
directly comparable)
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Component

and indicators

Countries
concerned

Format question
European countries

United States

Canada

Japan

Australia

New Zealand

HELP FROM SOCIAL NETWORK

Financial help
received from
friends

Financial help
received from
family

Financial help
received from
community

Ability to raise
a sum of

money in case
of emergency

European
countries (25)
United States
Australia
New Zealand

United States
Japan

Australia

New Zealand

United States
Australia
New Zealand

European
countries (15)
Canada
Australia
New Zealand

-«In the past year did
your household
receive regular help in
the form of either
money or food from a
person not living in
your household»
(EQLS)

NA

NA

-« From whom would
you get support If you
needed to urgently
raise € 1000 to face
an emergency (family,
friends...) » (EQLS)

-«During the past 12
months, was your
household helped by
friends when it did not
meet all of essential
expenses/did not pay
rents or mortgages/did
not pay utility bills
did?» (SIPP)

-«During the past 12
months, was your
household helped by
family when it did not
meet all of essential
expenses/did not pay
rents or mortgages/did
not pay utility bills
did?» (SIPP)

-«During the past 12
months, was your
household helped by
any organization when
it did not meet all of
essential expenses/did
not pay rents or
mortgages/did not pay
utility bills did?» (SIPP)
NA

NA

NA

NA

-«If you had to face
an unforeseen
expenditure today of
$500/$5000 or more,
would you borrow
from a friend or
relative»

NA

«In the past year the
family had to borrow
from relatives to meet
daily living expenses»
(SLC)

NA

NA

-«Over the past year
the household sought
for financial help from
friends or family»
(HES)

-«Over the past year
the household sought
for financial help from
friends or family»
(HES)

-«Over the past year
the household sought
for financial help from
welfare/community
organization» (HES)

-«If all of a sudden
your household had to
get two thousands
dollars for something
important, could the
money be obtained
within a week thanks
to loan from
family/friends» (HES)

-«In the last 12 months you
borrowed money from
family or friends to meet
everyday living costs»

-«In the last 12 months you
borrowed money from
family or friends to meet
everyday living costs»

-«In the last 12 months you
received help in the form of
food, clothes or money from
a community organization»

-«if all a sudden you had to
get $1500/5000 at short for
something, could you get
the money within a week
(including borrowing money
from family, credit, etc.»
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