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The European Commission attaches utmost importance to tackling
problems of poverty and exclusion and developing policies targeting
the most disadvantaged of our citizens. One of the headline targets
in the Europe 2020 Strategy for Jobs and Growth is promoting social
inclusion, in particular through the reduction of poverty, by aiming
to reduce the number of people at risk of poverty and excluded from
full participation in work and society. The “Platform Against Poverty”
under the Europe 2020 Strategy will bring together European action
for vulnerable groups such as children and old people. Last but not
least, 2010 has been the European Year for Combating Poverty and
Social Exclusion. We must make sure that the most vulnerable are
not left behind.

The publication that you have in front of you is an integral part of this political agenda. The social
indicators are essential to monitor progress towards our common goals. They play a key role in shaping
our economic and social policies. We need reliable data for a high quality statistical analysis. Given
that social well-being has many dimensions and its measurement goes well beyond the level of GDP,
the improvement of the quality of statistics and their coverage is even more important.

The publication is a significant contribution as it explores ‘the new landscape of EU targets’ and the
implications for monitoring at EU and national levels. The Europe 2020 agenda, in setting a social
inclusion target, has highlighted three dimensions of poverty and exclusion. It is also essential,
however, that Member States — and the EU as a whole - continue to monitor performance according
to the full set of commonly agreed social indicators underpinning EU coordination and cooperation
in the social field.

“Income and Living Conditions in Europe” is the result of the work of a Network established by Eurostat
of statisticians responsible for producing statistics and researchers who use these data, which focuses
on the contribution of the EU Statistics on Income and Living Conditions (EU-SILC). The book,
therefore, is not just for policy-makers, nor just for statisticians. It will interest all those concerned
with the social dimension of Europe. The reader will learn about how the citizens of Europe earn their
living, about their living arrangements, their social participation, and about the ways in which their
incomes are affected by taxes and transfers. The book gives a clear picture of many social problems
confronting Europe and of the distributional effects of social and labour policies.

The success of Europe 2020 with a truly social dimension will depend on real ownership at the
European, national and local levels. Fighting poverty is a shared responsibility — one where everyone
has a role to play. Providing a better understanding of these issues is a concrete step that will help the
Commission and Member State governments to achieve their objectives.

—.

José Manuel Barroso

President of the European Commission
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Eurostat is the Statistical Office of the European Communities. Its mission is to provide the European
Union with high-quality statistical information. For that purpose, it gathers and analyses figures from
the national statistical offices across Europe and provides comparable and harmonised data for the
European Union to use in the definition, implementation and analysis of Community policies. Its
statistical products and services are also of great value to Europe’s business community, professional
organisations, academics, librarians, NGOs, the media and citizens.

Eurostat’s publications programme consists of several collections:

* News releases provide recent information on the Euro-Indicators and on social, economic, regional,
agricultural or environmental topics.

Statistical books are larger A4 publications with statistical data and analysis.

* Pocketbooks are free of charge publications aiming to give users a set of basic figures on a specific
topic.

Statistics in focus provides updated summaries of the main results of surveys, studies and statistical
analysis.

* Data in focus present the most recent statistics with methodological notes.

Methodologies and working papers are technical publications for statistical experts working in a
particular field.

Eurostat publications can be ordered via the EU Bookshop at http://bookshop.europa.eu.

All publications are also downloadable free of charge in PDF format from the Eurostat website
http://ec.europa.eu/eurostat. Furthermore, Eurostat’s databases are freely available there, as are tables
with the most frequently used and demanded shortand long-term indicators.

Eurostat has set up with the members of the ‘European statistical system’ (ESS) a network of user
support centres which exist in nearly all Member States as well as in some EFTA countries. Their
mission is to provide help and guidance to Internet users of European statistical data. Contact details
for this support network can be found on Eurostat Internet site.

(*) http://www.stat.gov.pl/eusilc/index.htm.
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The Network for the Analysis of EU-SILC (Net-SILC) was an ambitious 18-partner Network bringing
together expertise from both data producers (directly involved in the collection of EU-SILC data)
and data users. It was established in response to a call for applications by the Statistical Office of the
European Union (Eurostat) in 2008. We would like to thank Eurostat not only for funding Net-SILC
but also for their very active and efficient support throughout the project. We would also like to give
a particular word of thanks to Gara Rojas Gonzalez and Pascal Wolff for their important assistance in
the final editing of this book. Their detailed comments and suggestions have been extremely useful.

This book represents a major output from the Network for the Analysis of EU-SILC (Net-SILC).
However, not all of the scientific work produced by the Network could be included in it. More technical
material, and the output from the more methodological Net-SILC work packages, are available in the
series ‘Eurostat methodologies and working papers’. We wish to thank all the Net-SILC members and
the institutions they belong to for their contribution to the project (for a list of Net-SILC members,
see Appendix 1).

The initial Net-SILC findings were presented at the international conference on Comparative EU
Statistics on Income and Living Conditions (Warsaw, 25-26 March 2010) (') which was organised
jointly by Eurostat and the Net-SILC network. We would like to thank the Central Statistical Office of
Poland for kindly hosting the event. Special thanks also go to Olympia Bover, Conchita D’Ambrosio,
André Decoster, Stephen Jenkins, John Micklewright and Brian Nolan for discussing so thoroughly
the papers at the conference and also for guiding us in our editorial decisions related to this book. Both
this book and the Net-SILC Working Papers published by Eurostat have benefited from their input.

Isabelle Bouvy and Begoiia Levices have provided invaluable secretarial and bibliographical help.

It should be stressed that the book does not represent in any way the views of Eurostat, the European
Commission or the European Union. It also does not represent in any way the views of the persons
and bodies thanked above. All the authors have written in a strictly personal capacity, not as
representatives of any Government or official body. Thus they have been free to express their own
views and to take full responsibility for the judgments made about past and current policy and for the
recommendations for future policy.

A B. Atkinson (Nuffield College and London School of Economics, United Kingdom)
E. Marlier (CEPS/INSTEAD Research Institute, Luxembourg)
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his book is about the incomes and living

standards of the people of Europe. The
reader will learn about employment, income
inequality and poverty, housing, health,
education, deprivation and social exclusion. The
chapters tell about how the workers of Europe
earn their living, about the living arrangements
of Europeans, about their social participation,
and about the ways in which their incomes
are affected by taxes and transfers. The book
addresses many of the social issues confronting
Europe. How much income poverty is there
in Europe? Is inequality increasing? Does a
job guarantee escape from income poverty?
How is Europes welfare state coping with the
economic crisis?

Evidence about these important dimensions
of European society comes from a data source
that has been progressively implemented since
2003: the EU Statistics on Income and Living
Conditions (EU-SILC). EU-SILC represents
a powerful instrument for the analysis of the
economic and social state of the European
Union (EU) as well as a growing number
of non-EU European countries. It is a large
investment, and requires substantial effort on
the part of the European Statistical System
(ESS), but it is already playing a major role in
the provision of key socio-economic statistics.
EU-SILC has boosted the possibilities of
carrying out comparative analyses of income
distribution and living conditions in Europe.
It is therefore important to take stock of what
has been achieved and to consider possible
future applications and developments of EU-
SILC. It was for this reason that the Net-SILC
Network was established, in response to a call
for applications by the Statistical Office of
the European Union (Eurostat) in 2008. The
Network, coordinated by Eric Marlier in close
cooperationwith AnthonyB. Atkinson, consisted
of eight teams from participating ESS bodies
(seven National Statistical Institutes (Austria,
the Czech Republic, Estonia, Finland, Italy,

Norway, the United Kingdom) and the CEPS/
INSTEAD research institute in Luxembourg),
eight teams from academic institutions (?), with
the additional participation of the Bank of Italy
and the French National Statistical Institute
(INSEE). Net-SILC was thus an ambitious
18-partner  Network bringing together
expertise from both data producers (directly
involved in the collection of EU-SILC data) and
data users.

The present book represents a major output
from the Net-SILC Network, but not all of the
scientific work produced in the context of Net-
SILC could be covered. In the book, we have
focused on the research findings that we believe
are likely to be of interest to the general reader
and to those concerned with policy. We asked
the authors of individual chapters to make them
as accessible as possible to the non-specialist.
More technical material, and the output from
the more methodological work packages, are
available in the series Eurostat methodologies and
working papers.

Our emphasis in this book reflects the fact that
EU-SILC plays a central role in the promotion
of the Social Agenda of the EU. (°) In its list of
the main users of EU-SILC data, Eurostat puts
at the head ‘institutional users’ and in particular
the EU Social Protection Committee (SPC), the
body that has been in charge of coordinating
and monitoring together with the European
Commission the Open Method of Coordination
on social protection and social inclusion (Social
OMCQ) since it was launched back in 2000. (%)

(® Nuffield College (UK), Wissenschaftszentrum Berlin fiir Sozialforsc-

hung (‘WZB-Berlin, Germany), Institut Wallon de I'Evaluation, de la

Prospective et de la Statistique (TWEPS; Belgium), European Centre

for Social Welfare Policy and Research (Austria), London School of

Economics (UK), Institute for Social and Economic Research of the

University of Essex (ISER, UK), University of Sienna (Italy), Kent State

University (USA).

On the ‘Renewed Social Agenda’ adopted by the European Commission

on 2 July 2008, see: http://ec.europa.eu/social/main.jsp?catld=547.

(*) 'The SPC consists of officials from mainly Employment and Social Af-
fairs Ministries in each Member State as well as representatives of the
European Commission; it reports to the EU ‘Employment, Social Poli-
cy, Health and Consumer Affairs’ (EPSCO) Council of Ministers. In the
context of the Social OMC, all EU countries cooperate in the fields of
social inclusion, pensions, and healthcare and long-term care. For more
information on the SPC and the Social OMC, see European Commission
website http://ec.europa.eu/social/main.jsp?catld=750&langld=en.
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During the life of the Network, EU-SILC took on
particular significance with the adoption in June
2010 by the European Council of the Europe
2020 Headline Targets. (°) The fifth of these
targets relates to poverty and social exclusion,
and EU-SILC will be the reference source for the
three indicators on which this new EU target is
based (as discussed further below in Section 1.4
and in Chapter 5).

The EU at the time of writing has 27 Member
States. Its current coverage reflects the
Enlargements that have taken place in recent
years. As a result of the May 2004 Enlargement,
the EU grew from 15 to 25 Member States. The
10 new EU countries were Cyprus, the Czech
Republic, Estonia, Hungary, Latvia, Lithuania,
Malta, Poland, Slovenia and Slovakia. In January
2007 (the most recent Enlargement), Bulgaria
and Romania joined. (°) Readers should note
that in a number of chapters Bulgaria, Malta and
Romania are not covered because data for these
countries were not available from the EU-SILC
Users’ database (UDB) to which the Network
had access.

Increasingly, EU-SILC is being recognised as a
significant international statistical resource, not
least because its coverage is not confined to the 27
EU countries (EU-27). The framework’ approach
adopted when establishing EU-SILC is an
innovative experiment that may have lessons for
other areas of EU statistics. It is hoped therefore
that the Net-SILC findings will appeal to readers
from outside the EU. In particular, it is relevant to
the world-wide interest in moving Beyond GDP,
and this is the subject of Chapter 18. Our focus in
the book is on EU-SILC, but reference should be
made to other important EU sources of evidence
about incomes and living conditions. These
(°) The European Council, which brings together the EU Heads of State
and Government and the President of the European Commission,
defines the general political direction and priorities of the EU. Every
spring, it holds a meeting that is more particularly devoted to eco-
nomic and social questions - the Spring European Council. With
the entry into force of the Treaty of Lisbon on 1 December 2009, it
has become an official institution and has a President. The Con-
clusions of the June 2010 European Council are available from:
http://ec.europa.eu/eu2020/pdf/council_conclusion_17_june_en.pdf.

See list of ‘Country official abbreviations and geographical aggregates’
(Appendix 2).

(¢
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EU sources include inter alia the Labour Force
Surveys (used for example in Chapter 17), the
Eurobarometer (used for example in Chapter 11),
and the European Social Survey (used for example
in Chapter 10). An important resource for the
analysis of tax and benefits is the EUROMOD
model, described in Chapter 17. A major reference
point for a number of chapters is the data provided
by the Luxembourg Income Study (LIS) and
the analysis by the Organisation for Economic
Cooperation and Development (OECD).

In the remainder of this Introduction, we describe
(Section 1.2) the contents of the book and the
other outputs from the Net-SILC Network,
summarise (Section 1.3) the main lessons for the
future development of EU-SILC, and consider
(Section 1.4) the role that EU-SILC may play in
the new political context of formation of national
targets and related social policies within the
broader framework of EU targets. We also get
back to the latter in Chapter 5.

The book opens in Chapter 2 with a description
of the EU-SILC data, provided by Eurostat. The
description of statistical sources and methods
may not strike the reader as the most gripping
subject. Many universities have removed courses
on statistical sources from their social science
syllabi, replacing them by courses that are more
eye-catching or more mathematical. But data are
very important, and cannot be taken for granted.
While data can today be downloaded from many
sources and immediately turned into tables and
graphs or used to estimate statistical models,
they can only be reliably used on the basis of an
appreciation of their strengths and weaknesses.
Unless one knows something about the origins of
the data, and the processing methods that have
been applied, a data user — even the reader of
tables and graphs in this book - can go seriously
wrong. For the same reason, we urge readers
to consult Chapter 3 by Verma and Betti on
data accuracy in EU-SILC. The authors have
summarised succinctly, and in a largely non-

23


http://ec.europa.eu/eu2020/pdf/council_conclusion_17_june_en.pdf

24

technical manner, the different dimensions of
data quality. As a minimum, the reader should
look at Table 3.1, which lists the manifold possible
sources of error.

The risk in the other direction is that, rather than
ignoring the possible shortcomings of the data,
the reader is overwhelmed by the catalogue of
possible sources of error. How, the reader may
ask, can any weight be attached to the outcome
of such a process? Such a reaction goes too far.
One of the aims of Chapters 2 and 3 is to describe
the procedures applied to deal with the potential
problems and the checks that are applied. Indeed,
many of the chapters consider the validity of
the EU-SILC data, including comparisons with
other statistical sources. These checks reveal that
there are issues that need to be addressed (see
Section 1.3 below), and some of the results must
be hedged by qualifications. The overall picture,
however, is re-assuring, and, in our view, the EU-
SILC data have survived well the demands placed
on them in the research projects carried out as
part of Net-SILC.

The substantive contents start with Chapter 4,
where Iacovou and Skew examine the evidence
about household structure in Europe. The
differences across Europe in household
formation are one of the features obvious to
any traveller, and the data confirm a number
of these impressions. In the Nordic countries,
for example, around a quarter of all households
consist of a single adult aged under 65, whereas
in Cyprus, Portugal and Spain the proportion is
less than a tenth. What is less obvious is how
to draw out common patterns, particularly with
the Enlargement from EU-15 to EU-25, and a
particular focus of the chapter is the integration
of ‘New’ Member States who joined the EU in
May 2004 into the analysis. Their statistical
analysis highlights three factors: the importance
of the extended family, the stability of the
intimate relationship, and the level of fertility.
The role of the first two factors is conveniently
summarised in Figure 4.2.

After asking who lives in the household, the next

question may well be ‘what is their income?’
Income is an important variable for Europe’s
households. People are naturally concerned
with how much they receive each month in the
form of earnings from work (employment or
self-employment), from pensions, from other
government transfers such as unemployment
benefits, family benefits or sick pay, and from
their savings. In Chapter 5, Atkinson, Marlier,
Montaigne and Reinstadler examine the
distribution of income in EU-27. Are there
large differences? In which countries are the
differences largest? Particular concern attaches
to those households considered ‘at-risk-of-
poverty’ according to the EU definition () and
this is one of three indicators that form the basis
for the newly adopted EU Headline Target for
poverty and social exclusion (see Section 1.4).
The findings show that 1 in 6 (or 16 per cent)
citizens of the EU-27 are at risk of poverty, and
they are to be found in all Member States. This
overall poverty rate has varied little over the
period covered by EU-SILC. In three-quarters of
Member States, the proportion of children at risk
of poverty exceeds the overall proportion; there
are real grounds for concern about child poverty
and the social inclusion of children in Europe.
Success in reducing income poverty tends to
go with success in reducing income inequality;
there are no instances of countries pursuing a
low poverty/high inequality strategy. We do not
yet know the impact of the economic crisis, but
the picture prior to 2008 was not a static one.
Some countries achieved sustained reductions
in the proportions at-risk-of-poverty, but in the
EU as a whole this progress has been offset by
reversals in other Member States. It is widely
(7) In each country, the EU indicator of at-risk-of-poverty is calcu-

lated with a threshold set at 60 per cent of the national household

equivalised median income; it is thus a relative definition. The most

recent list of indicators that have been commonly agreed by the EU

for monitoring the Social OMC was adopted by the EU Social Pro-

tection Committee in the second half of 2009. This list includes four

portfolios of indicators and context information: one for the So-

cial OMC as a whole (overarching portfolio) and one for each of the

three social strands (social inclusion, pensions and health portfo-

lios). For each indicator, it provides the agreed definition and socio-

demographics breakdowns. The detailed and updated description

of the ‘Portfolio of indicators for the monitoring of the European

strategy for social protection and social inclusion’ is available from:
http://ec.europa.eu/social/main.jsp?catld=756&langld=en.
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believed that income inequality was increasing
globally prior to the economic crisis, but the EU-
SILC data suggest that the EU picture is more
nuanced, with some Member States exhibiting
declining inequality.

The at-risk-of-poverty indicator described above
relates to income, and the poverty threshold
is defined relative to the median income of
the country in which a household resides. The
indicators of material deprivation recently
adopted by the EU, analysed in Chapter 6 by
Fusco, Guio and Marlier, represent a significant
departure in that they are not income-based and
in that the same threshold is applied across the
EU-27. The EU deprivation indicators are based
on the enforced lack of items from a list of nine
items (which include one week annual holiday
away from home, adequate heating, having a
washing machine, etc). The resulting picture of
deprivation is, not surprisingly, different from that
with the at-risk-of-poverty indicator. While some
countries, such as the Netherlands, score well
on both, other countries are found in different
positions. Hungary and Slovakia for example have
high levels of material deprivation but low income
poverty rates. Not only countries, but also people,
change positions. In any country, some people are
income poor but not materially deprived, and vice
versa. There is in this respect a divide between
EU-15 and the New Member States, there being a
greater degree of overlap in the former case.

The next chapters probe further into the living
conditions of Europes households. Housing is
evidently a key concern, but we have to take
account of the different forms of housing tenure.
In Chapter 7, Sauli and Térmalehto examine the
consequences of the fact that owner occupiers are
advantaged by virtue of not having to pay rent. It
is therefore not easy to compare their standards of
living with those of tenants. (There are also some
tenants who pay rents below the market rate or live
rent-free.) After all, if two owners were to rent out
their houses to each other, then the rent received
would count as part of their income. The procedure
examined in Chapter 7 involves ‘imputing’ a rent
to owners, to take account of the benefit derived

(with the actual housing costs being subtracted).
The authors show that such an adjustment would
affect the majority of households: overall, nearly
80 per cent of EU households owned their main
residence or rented at a below-market rent.
The lowest home ownership rates are found in
Austria and Germany. Inclusion of imputed rent
leads to a lower estimate of the degree of income
inequality. The at-risk-of-poverty rate would fall
by 5 percentage points in Ireland and the United
Kingdom, by 4 percentage points in Estonia and
Spain, and by more than 2 percentage points in
Belgium, Greece, Latvia and Portugal.

Smaller in scale, but a relatively important
source of income in some Member States, is the
consumption of goods and services produced
by the household, the subject of Chapter 8 by
Paats and Tiit. This information is not collected
by all countries participating in EU-SILC, on
the grounds that other sources show that own
consumption does not represent a significant
proportion of income. For other countries,
particularly Bulgaria, Latvia, Lithuania, and
Romania, the amounts are significant, in that
their inclusion reduces the at-risk-of-poverty
rate by more than 1 percentage point.

The book then turns to other dimensions of life
in Europe. Chapter 9, by Hernandez-Quevedo,
Masseria and Mossialos, is concerned with
the socio-economic determinants of health.
Although, puzzlingly, the Europe 2020 Headline
Targets do not include a health dimension, the
EU has become increasingly concerned about the
growing disparities in the health of the European
population. The EU-SILC data used relate to
self-perceived health status, the presence of long-
standing illness or disability, and the presence of
limitations on daily activity. As they show, there is
considerable cross-country variation. The highest
proportion reporting their health as ‘very good’
or ‘good’ is three-quarters or more in Cyprus, the
Netherlands, Sweden and the United Kingdom,
while proportions less than a half are to be found
in Latvia, Lithuania, Hungary and Portugal.
The proportions reporting health limitations on
activity are around one fifth in Cyprus, Poland,

25



26

Sweden and the United Kingdom, but over a third
in Estonia, Finland and Latvia. The particular
aspect on which the authors focus is the variation
of health by socio-economic status: the feature
identified by the WHO Commission on the
Social Determinants of Health (World Health
Organisation, 2008). As they show by means of
concentration curves, health limitations are in all
countries concentrated among the households
with lower income.

A feature of EU-SILC is the inclusion of special
modules that vary from year to year, allowing the
range of information to be extended. Chapter 10
by Lelkes makes use of the special module in 2006
that dealt with social participation. The results
show that differences in the extent of participation
across Member States are significant, but that
there is no evident geographic pattern. She finds
that ‘cyber’ intimacy is on the rise, although this
mostly affects relationships with relatives.

The longitudinal (panel) nature of the EU-SILC
data is exploited by Till and Eiffe in Chapter
11. They begin by stressing the importance
of being able to track changes over time in the
circumstances of individuals and households. As
they note, the stability of the overall EU poverty
rate around 16 per cent is consistent with the
same one sixth of the EU population remaining
permanently below the poverty threshold or
with a continuously rotating poverty population
where everyone spends one year in six in poverty.
Only panel data, following the circumstances
of the same people over time, can determine
how much mobility there is within the poverty
population. Till and Eiffe concentrate on the
elements of one of the recently adopted EU
indicators of material deprivation. Their results
show considerable gross change for a number of
the items that constitute the indicator. There is
little change for the ownership of TV, telephone
and washing machine, but more than 15 per
cent change for the affordability of a holiday or
unexpected expenses.

The next three chapters turn to the labour
market. In Chapter 12, Brandolini, Rosolia and

Torrini start from the long-standing aim of
the EU to create an integrated labour market,
facilitating the free movement of workers. They
use the EU-SILC data to analyse, for the first
time, the distribution of labour earnings in the
EU-25 as a whole - i.e. considering the EU-25
area (except for Malta) as one single country.
For monthly full-time equivalent gross earnings
in the ‘Euro area’ (!), when earnings in different
countries are adjusted using purchasing power
parities (°), they find a Gini coefficient (*°) of 34
per cent, a figure that rises to 38 per cent for the
EU-25 area. The higher inequality in the larger
grouping is largely attributable to the differences
across countries; this in turn is much more due
to the differences in the rewards associated
with worker characteristics (such as age and
education) than to differences in the distribution
of these characteristics. This finding has evident
implications for labour market policy.

Education and skill feature prominently in
Chapter 13 by Williams, who investigates the
educational intensity of employment in the
EU and draws an interesting contrast with the
United States. He assigns skill levels to individual
occupations, which are then grouped (9 groups
in the EU and 11 in the US), and computes
employment shares by these groupings. The
comparison suggests that, despite the differences
between the EU and the US, the educational
intensity of employment, that is the underlying
distributions of jobs and skills is quite similar at
the (supra) national level. Within the EU there
are differences across countries, and the author
identifies four sub-groups.

A crucial issue for EU policy is the degree of
complementarity between the employment
objective and the fight against poverty and

(*) See list of ‘Country official abbreviations and geographical aggregates’
(Appendix 2).

(°) Purchasing Power Parities (PPP) convert amounts expressed in a na-
tional currency to an artificial common currency that equalises the
purchasing power of different national currencies (including those
countries that share a common currency).

(1) The Gini coefficient is an income inequality indicator based on the
cumulative share of income accounted for by the cumulative percent-
ages of the number of individuals, with values ranging from 0 per cent
(complete equality) to 100 per cent (complete inequality).




social exclusion. In Chapter 14, Ponthieux asks
whether work is sufficient to escape poverty. She
highlights the key problems with the existing
EU indicator of ‘in-work poverty risk. First,
there is the definition of a ‘worker’; secondly,
there is the dual level of analysis, since work is
an individual phenomenon, whereas the poverty
status is defined for the household as a whole.
The results show that the choice of definition
matters. Increasing selectivity in the definition of
workers does not have a uniform impact across
countries and tends to eliminate those with less
stable employment, hence emphasising the role
of the household situation in generating the risk
of poverty. The author argues that the existing
EU indicator of in-work poverty needs to be
complemented with anindividual-basedindicator
of ‘poverty in earned income, where people earn
less, after tax, than the amount required to reach
the poverty threshold for a single person.

Chapters 15, 16 and 17 are concerned with the role
of the state in taxation, the payment of transfers,
and the provision of public services. Chapter 15,
by Aaberge, Langergen and Lindgren, focuses on
the benefits provided by public education and
health care services. The calculations of income
inequality and poverty described in -earlier
chapters subtract the direct taxes paid by people
to finance public spending (although not the
indirect taxes), but take no account of the benefits
in kind they receive (although cash transfers are
part of disposable income). The authors examine
how the extension of the definition of income
to include a valuation of these benefits affects
estimates of income inequality and poverty. There
are two steps in the calculation. First, an amount
has to be allocated to each household, which
in the chapter is based on the cost of provision
and the characteristics of individual households.
Second, the equivalence scales used to adjust
household income for household composition
have to be modified to allow for differential
needs for education and health care. The results
show that there is a significant reduction in
estimated inequality and poverty when health
and education benefits are taken into account.

Income an

The Gini coeflicient, for example, is typically
reduced by some 4 to 6 percentage points.

Chapter 16, by Atta-Darkua and Barnard,
investigates the distributional impact of the direct
taxes and cash benefits. The impact has been the
subject of studies in individual countries, such as
the long-running series on ‘“The effects of taxes
and benefits on household income’ in the United
Kingdom, but their study is the first to apply
the methodology across the EU. As the authors
emphasise, the calculation is an arithmetic
exercise, since no attempt is made to estimate the
distribution in the absence of taxes and benefits
(if, for example, there were no state pensions, then
many more pensioners would have other income
or would be living with relatives). As in Chapter
9, one of the tools of analysis is the concentration
curve, showing the distribution of taxes and
benefits by pre-tax pre-benefit income. For the
EU as a whole, the payment of cash benefits is
associated with a reduction in the Gini coefficient
from 39.6 per cent to 35 per cent, and direct taxes
reduce it further to 31 per cent. The extent of the
reduction differs considerably across Member
States, from 14.6 percentage points in Ireland to
3.4 percentage points in Cyprus.

The analysis of Chapter 16 records the impact of
taxes and benefits as actually paid. Chapter 17,
by Figari, Salvatori and Sutherland, asks how
the European tax and benefit systems would
react to changed circumstances — notably the
current economic downturn. They ‘stress test’
the European welfare state. For this purpose, a
micro-simulation model is required. The model
used, EUROMOD, starts from survey data (in
most cases EU-SILC) but then estimates how
taxes and benefits could change in response
to changed circumstances. If, for example,
people become unemployed, then they may
receive income replacement in the form of
unemployment benefit and other transfers such
as housing benefit; they may no longer be paying
income tax and social security contributions
on their earnings. Their central finding is
that the key factor in protecting a household
from a drop in income is the presence of other
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people with earnings in the household. In the
United Kingdom, for example, whereas two-
thirds of the unemployed are protected against
falling below the income poverty threshold, the
proportion falls to a quarter where the person
becoming unemployed was the sole earner in
the household. As far as the budgetary cost is
concerned, the bulk of the cost is not the payment
of unemployment benefit but the revenue lost in
income tax and social security contributions.

The final Chapter 18 by Atkinson, Marlier
and Wolft takes up the Beyond GDP agenda
and considers the way in which EU-SILC can
contribute to the fuller measurement of the
economic and social dimensions of well-being.
In order to translate into concrete action the
declared intentions of the European Commission
in its 2009 Communication GDP and beyond,
a number of major issues need to be taken
into account and warrant further discussion.
These issues concern both concepts and the
development of data sources. In the former case,
the chapter provides a checklist of questions that
need to be addressed; and it considers whether
the end-product should be a composite index, like
the Human Development Index. In considering
data sources, it is argued that the net should
be cast wide, but that there needs to be further
investigation of the combination by means of
statistical matching of different pan-European
surveys, such as EU-SILC, the Labour Force
Survey, the European Quality of Life Surveys
and the European Social Survey. The chapter
also highlights the question of coherence: across
household surveys and between household and
aggregate data. In this way, the final chapter
builds a bridge between the statistical source
used in the book — EU-SILC — and the wider
agenda for statistical development.

The book as a whole demonstrates the value of
the EU-SILC data. The data situation in Europe
is incomparably better than 20 years ago. First,

the European Community Household Panel
(ECHP), and now EU-SILC, have provided
Europe with statistical instruments that span the
EU-27 and beyond, and provide rich information
about a wide variety of dimensions. At the same
time, there are a number of respects in which the
instrument, its implementation, and access to the
data, fall short of what is needed to address the
questions investigated in the different chapters.
One of the purposes of the Net-SILC Network
has indeed been to identify directions for
further development of the EU-SILC data. We
summarise below a number of the proposals for
improvement.

A number of the suggestions concerned the
provision of information to EU-SILCusersand the
elaboration of responses to questions. In Chapter
3, Verma and Betti showed how the investigation
of data reliability requires fuller information than
currently available in the Users’ database (UDB).
(Although they note that there are respects, such
as item non-response, for which the information
supplied is excellent.) Importantly, (a) the panel
design means that the proper calculation of
response rates requires that the households be
identifiable at successive interviews, and (b)
the UDB does not, in most cases, contain the
information on sample structure, particularly
concerning stratification, necessary to compute
sampling errors. Till and Eiffe note that important
variables such as the calendar of activities and
housing costs are not currently available in the
longitudinal UDB. Brandolini, Rosolia and
Torrini suggest that more information needs to
be provided about the ways in which different
earnings variables are calculated, including the
use of imputation, and ideally there should be
accompanying documentation on institutional
features of the labour market.

A number of suggestions concern the scope and
form of the survey questions. In Chapter 4, Iacov-
ou and Skew point out that EU-SILC differs from
a number of other household surveys in not pro-
viding a ‘household grid” or ‘relationship matrix;
which records the relationship between each of
the household members. In Chapter 8, Paats and
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Tiit draw on Estonian experience to show the im-
pact of the type of questionnaire on the amounts
reported as self consumption. In Chapter 10,
Lelkes draws attention to variations in the ques-
tions asked regarding participation in the special
module of 2006, and highlights the significance of
framing effects (i.e. the way the question is formu-
lated, where it appears in the questionnaire, etc.).
Till and Eiffe in Chapter 11 note a number of vari-
ables that had been covered in the earlier ECHP
but which are not available in EU-SILC. They also
suggest that, in the case of certain material depri-
vation variables, dichotomous response categories
be replaced by a more differentiated set of answer
categories. To these proposals made in individual
chapters, we add an important consideration that
is not adequately reflected in the book: the need
to cover the non-household population. EU-SILC,
like most household surveys, covers only those liv-
ing in private households. The data typically omit
those living in institutions, such as old people’s
homes, military camps or prisons. The data omit
the homeless. We would attach high priority to
the extension of coverage to take account of these
groups, potentially containing a disproportionate
number of poor and socially excluded individuals.

The issue of timeliness recurred. This should
be seen as part of the more general issue of the
frequency with which the variables need to
be measured in order to allow for changes to
be satisfactorily monitored. The use of annual
observations is largely a convention, and there
are undoubtedly cases where less frequent
observations are sufficient. For example, the fact
that EU-SILChasonly covered social participation
in a special module (in 2006) may not necessarily
be a handicap if the module can be repeated, say
every five years. On the other hand, there are
other variables, such as living standards, where
we may find it useful to carefully watch half-
yearly or even quarterly changes. In these cases,
EU-SILC data are not appropriate in their present
form. In part this is a matter of reducing time lags
between data collection and data publication. But
it is also a matter of the design of the survey and
the nature of the questions being posed.
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This brings us to the well-known disjunction
between two reference periods: that of the
information relating to the personal and household
information at the time of the survey interview, and
that of the income information. (See for example
the last paragraph of Chapter 14.) Income-based
indicators (such as the at-risk-of-poverty rate) are
assessed, in all but two countries, (') on the basis
of the household income in the preceding calendar
year but the household composition is that at the
time of the interview. Relying solely on annual
income in the previous calendar year introduces
errors where the household composition has
changed, and means that the assessment is delayed.
For reasons of both accuracy and timeliness,
consideration needs to be given to the collection of
information about current income. The German
Deutsches Institut fiir Wirtschaftsforschung (DIW
Berlin), for example, reports measures of income
inequality and poverty from the German Socio-
Economic Panel (GSOEP) on the basis both of last
year’s income and of current income. Resolution of
this problem appears to us to be of high priority.

Other detailed issues surrounding the data
include:

a) Chapter 6 highlights the importance of a
careful examination of the lower tail of the
income distribution and suggests that a
common methodology for the treatment
of outliers (especially negative income
components) should be used at national and
EUlevel, and that a better understanding of the
underreporting of some income components
is needed;

b

~

several chapters emphasise the need to improve
income information for the self-employed;

~

¢) comparability in the operationalisation of ten-

ure status and the differences in the estima-

tion methods used to calculate imputed rent,

as shown in Chapter 7 (see particularly Table

7.1);

(') The two exceptions are the United Kingdom (total annual household
income calculated on the basis of current income) and Ireland (calcula-

tion on the basis of a moving income reference period covering part of
the year of the interview and part of the year prior to the survey).

29



30

d) Chapter 10 draws attention to a number of
problems in the processing of the responses
regarding participation in the special module
of 2006;

e) in Chapter 12, the authors describe the
different definitions of earnings available
for different countries (see Figure 12.1) and
conclude that the net wage is not available for
some, and not fully comparable for others.
Gross earnings are the only indicator available
for all countries;

f) in Chapter 17, the authors underline the
substantial amount of imputation and
approximation necessary in using the
EU-SILC data for the EUROMOD micro-
simulation model.

The reference to other statistical sources raises the
issue of the coherence between different sources.
A number of the chapters include comparisons
between EU-SILC and other sources. In Chapter
5, Atkinson, Marlier, Montaigne and Reinstadler
cite the OECD report (OECD, 2008), which
contained a most helpful comparison of the
OECD estimates with EU-SILC (2005 data,
income reference year 2004) and LIS (mostly
relating to years around 2000). In almost all
cases, the estimates of poverty risk in the
three sources are close; the Gini coeflicients of
income inequality from the three sources also
exhibit a similar general pattern. In Chapter
12, Brandolini, Rosolia and Torrini make
comparisons with national accounts aggregates
(the total paid in wages and salaries) and with
the OECD calculations of tax wedges (the sum
of taxes and social security contributions as a
proportion of total compensation (total employer
wage cost)). As they note, these exercises serve
to identify areas that need further examination,
and demonstrate that more work of validation is
needed. But their overall conclusion is that these
comparisons ‘provide some reassuring evidence
on the quality of the EU-SILC information
on earnings. In Chapter 16, Atta-Darkua and
Barnard investigate how the EU-SILC results for
the United Kingdom relate to those from other

surveys: the Family Resources Survey, and the
Living Costs and Food Survey. When account is
taken of differences in definitions (regarding for
example the income concept and the equivalence
scale), there appears to be a reasonable level of
coherence between the datasets. The importance
of the comparison of results with other surveys
was recognised when EU-SILC was initiated, and
such comparisons have formed part of the quality
reports provided by the EU-SILC national data
collection units. This requires, in some Member
States, greater integration of EU-SILC into the
national statistical systems.

The agreement on the Europe 2020 Agenda at
the June 2010 European Council represents a
significant departure and a major challenge. The
challenge is first and foremost to make substantive
progress along the directions signalled by the five
Headline Targets. The fifth Target concerns the
promotion of social inclusion, or the combating
of poverty and social exclusion, defined on the
basis of three indicators: the number of people
considered ‘at-risk-of-poverty’ according to the
EU definition (i.e. the poverty risk threshold is
set at 60% of the national household equivalised
median income), the number of materially
deprived persons (EU definition but stricter; see
Chapter 6) and the number of people aged 0-59
living in ‘jobless’ households (defined, for the
purpose of the EU target, as households where
none of the members aged 18-59 are working
or where members aged 18-59 have, on average,
very limited work attachment). The target consists
of lowering by 20 million the number of people
who are at risk of poverty and/or deprived and/
or living in ‘jobless’ households. For the EU-27
as a whole, this number is currently around 120
million. (*?)

In ensuring that progress is made in this fight
against poverty and social exclusion, a key role

(*?) For a discussion of some of the key challenges to be met by the new
Strategy, see Frazer, Marlier and Nicaise (2010).

Income anc




will be played by the monitoring process, and
it is on this that we concentrate in this section.
However, to underline the ultimate purpose of
the monitoring process, we end with one concrete
proposal for an EU policy that we believe would
make a substantial contribution to achieving a
reduction in poverty and social exclusion. This
proposal follows naturally from the emphasis
placed on children mainstreaming in Marlier
et al (2007).

1.4.1 Implications for monitoring at EU level

From the experience with target-setting in the
field of macro-economics, it seems evident that
the setting of the Europe 2020 Headline Targets
has to be accompanied from the outset by
appropriate monitoring procedures. As already
noted, the social inclusion Headline Target for
the EU as a whole is defined on the basis of
three indicators: the at-risk-of-poverty rate, the
rate of material deprivation, and the proportion
of ‘jobless’ households. Under the principle of
subsidiarity, Member States are free to set their
national (outcome) targets on the basis of what
they consider the most appropriate indicators
given their national circumstances and
priorities. Setting targets is a difficult area for a
combination of political and scientific reasons.
(**) Indeed, to be truly meaningful these targets
need to be evidence-based and they should be
the result of a rigorous diagnosis of the causes
of poverty and social exclusion in the country.
It is also important that Member States be asked
to explain — again on the basis of rigorous
analytical evidence — how meeting their targets
will contribute to the achievement of the EU
level target. This is a first challenge.

The June 2010 European Council (see above)
indicates that ‘progress towards the Headline
Targets will be regularly reviewed. This means
that once national targets have been established,
the EU Social Protection Committee should set in
place criteria by which progress is to be assessed. If
the ambitions of the Europe 2020 Agenda are to be

(%) For a detailed discussion of targets, see: Marlier et al, 2007, Sections
6.2-6.4.
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realised, then there have to be criteria that identify
situations in which country performance is falling
significantly short of the target path to 2020. This
is a second challenge, again for a combination of
political and scientific reasons. Consideration has
to be given to the relation, if any, between measured
performance and the allocation of EU funds. This
relation works in both directions. The allocation
of funds may affect country performance. And
policy may develop towards linking allocations to
measured performance.

As is discussed at greater length in Chapter 5,
the first step in the monitoring process is the
establishment of a benchmark. What is the base
year figure against which reductions in poverty
and social exclusion are to be judged? In the
present case, in contrast to the macro-economic
targets, the establishment of the benchmark is
complicated by (1) the greater delays in obtaining
data than in the macro-economic field, and (2)
the impact of the economic crisis. The EU-SILC
national and EU data on the basis of which the
Headline Target was framed were collected in
2008. The material deprivation figures relate to
2008 whereas both the at-risk-of-poverty and
‘joblessness’ figures relate for most cases to 2007.
With these being taken as the base, the first years’
experience will reflect the recession induced
by the financial crisis, and this will have to be
factored into the mid-term (2015) assessment of
the Europe 2020 Strategy.

The monitoring process of the EU social
inclusion target is undoubtedly complicated
for the EU as a whole by the final decision of
the June 2010 European Council in favour of
a three-indicator target that allows discretion
to Member States. It is not obvious how the
decisions of individual Member States can
be reconciled. Of particular concern is the
possibility that a country may adopt policies
that improve the situation according to one
indicator but worsen the situation according to
the other indicators. There is already evidence
that fiscal pressures are leading countries to
scale back income support for the unemployed.
It is possible that this may lead some people to
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take jobs, and hence reduce the proportion of
jobless households, but at the cost of reduced
household incomes and higher risk of falling
below the poverty threshold. (As we have
seen, the issue of in-work poverty is discussed
in Chapter 14.)

The one conclusion that is clear is that the
European Commission will need to monitor the
three indicators for all Member States, regardless
of national priorities. It is only in this way that
coherence can be maintained at EU level.

1.4.2 Implications for EU social indicators

The adoption of the social inclusion Headline
Target puts the EU social indicators under the
spotlight. (**) Our initial reaction is that the indi-
cators have stood up well to the scrutiny, reflect-
ing the substantial amount of work carried out
by the EU Social Protection Committee and its
Indicators Sub-Group. It is also clear that their
work has moved to a new plane. The establish-
ment of the social inclusion Headline Target
means that the three indicators on which it is
based now play a more prominent political role,
and that any revision of these indicators over the
next decade may then lead to charges of ‘moving
the goalposts’ while the game is in process.

What does this imply for the three ‘EU targeted’
indicators? Does this mean that they are ‘frozen’?
If so, to what does the ‘freezing’ apply? Clearly,
key parameters such as the 60 per cent of median
income cannot be varied. Equally clearly, at the
other extreme, there could be no reasonable
objection to improvements in the operation of
EU-SILC that improved survey response. In-
between come possible changes in the definition
of household income applied in EU-SILC, where
there have been a number of proposals to extend
the range of the definition. (It should be noted that
such extensions are likely to increase incomes,
but that the effect on the at-risk-of-poverty rate is
unclear, since both individual household incomes
(**) For more information on the EU commonly agreed social indicators

and their (potential) use in the Social OMC, see Atkinson et al (2002)
and Marlier et al (2007).

and median income would increase, so that each
household’s income would be compared with a
higher poverty threshold.) Here the Commission
together with the SPC and its Indicators Sub-
Group will have to exercise judgment. In the
first half of 2010, they have, for example, already
decided to extend the income definition to
include private pensions. On the other hand, the
extensive discussion of the proposal to include
an allowance for the imputed rent of owner-
occupiers (the subject of Chapter 7 in this book)
has led to the conclusion that this should be
introduced in the form of complementary, rather
than replacement, indicators. We have given the
example of the definition of income, but the same
may apply to the list of items in the measurement
of material deprivation. Judgment will have to
be exercised regarding any proposal for change,
and, in our view, the presumption should be in
favour of new items entering via complementary,
rather than via replacement, indicators.

The issue of revisions is particularly likely to
arise since the process of drawing up plans to
meet the social inclusion Headline Target will
no doubt lead Member States to subject the
indicators to greater scrutiny. Countries will ask
how far the indicators reflect the impact of their
existing (sub-)national policies; they will ask
how the measures they consider implementing
will impact on the Headline Target indicators.
Measures targeted at child poverty, for example,
may involve in-kind benefits that are not
recorded as income. In view of this, it seems
to us desirable that the SPC and its Indicators
Sub-Group, in close consultation with Eurostat,
should establish a set of principles against
which proposals for changes in the way that the
EU set of commonly agreed social indicators
are calculated can be judged (in particular,
though not solely, the three indicators on which
the EU social inclusion target is based). An ex
ante statement of principles may reduce the
scope for special pleading and manipulation.
Such a principled approach may help avoid later
charges of ‘moving the goalposts.




1.4.3 Implications for monitoring at Member
State level

Translating the overall EU target into national
targets can be done in different ways, as suggested
by Marlier et al (2007, p. 216). One approach, for
example, is to require each country to achieve
an improvement in performance proportionate
to their present shortfall. Alternatively, Member
States may be set the task of emulating the best
performers. Here we simply stress that the
process of translation should be based on a set of
defensible principles. Otherwise the process risks
loss of legitimacy.

Once Member States have identified their
national targets, or indeed before finalising these,
they have to face the challenge of identifying
policies that can be expected to yield the desired
improvements in performance.

In considering the link between policy and
outcomes, it is necessary first to project the
future impact of existing and announced policies,
and then to consider the range of possible new
policies. At both stages, a potentially important
role can be played by micro-simulation models.
These models have been developed at a national
level, and at an EU-level are represented by
EUROMOD described in Chapter 17. Micro-
simulation models are designed to investigate
the impact of changes in taxes and benefits on
disposable household income for a representative
sample of the population. Starting from the
observed situation, the effect of changes in policy
is modelled. From knowledge of the policies, and
administrative practice, it can be calculated how
the disposable income of a given household would
be changed by a policy proposal and how this
would affect the incentives faced by individual
workers. The former of these calculations allows
a direct prediction of the impact on the at-risk-
of-poverty rate. For the other two indicators the
links are only indirect. From studies of labour
supply, predictions can be made as to how changes
in financial incentives affect work decisions,
and hence the rate of joblessness. This has been
the subject of a large economics literature. On
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the other hand, the impact on the indicators of
material deprivation has been less studied, and
this is a subject requiring further research.

The Europe 2020 Agenda has highlighted three
indicators of poverty and social exclusion, but it
is important that Member States — and the EU as
a whole — should continue to monitor perform-
ance according to the full set of commonly agreed
indicators underpinning EU coordination and
cooperation in the social field. As set out by Mar-
lier et al (2007), there are four ways in which the
commonly agreed indicators can be employed in
this EU coordination/cooperation process. The
first application is their use in a forensic manner
to identify possible explanations of differences in
Member State performance. Secondly, they can
be used as a point of reference in the individual
National Strategy Reports on Social Protection
and Social Inclusion (NSRSPSIs). The expecta-
tion is not that countries would rely solely on
these common indicators in reporting on social
inclusion; rather, it is that the national indicators
they develop and use for these purposes should
be linked back to the common indicators as far
as possible, in order to facilitate mutual learning.
The third application is to increase the degree of
‘joined-up Government’ The multi-dimensioned
nature of the commonly agreed indicators under-
lines the need for cooperation between different
agencies of Government as well as, in a growing
number of countries, between different agencies
belonging to different levels of Government. Fi-
nally, the fourth application is to target setting;
national targets should draw as appropriate on
these indicators.

1.4.4 An EU minimum income for children

To this point, our discussion has been procedural
and methodological. The challenge is however
a substantive one, and we would like to end
this Introduction with a concrete policy
proposal. This is addressed at the issue of child
poverty that has been stressed in a succession
of statements by the European Council and by
the Commission. In the March 2006 European
Council conclusions, Member States were
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asked ‘to take necessary measures to rapidly
and significantly reduce child poverty, giving all
children equal opportunities, regardless of their
social background. Member States have indeed
responded, and a number had already set in
place national objectives. The problem however
remains a pressing one. As is shown in Chapter 5,
in the majority of Member States the proportion
of children living in households at risk of poverty
exceeds the proportion for the whole population.
In eight Member States, the proportion is more
than 5 percentage points higher for children.
The problem was extensively discussed in
the influential report of the Social Protection
Committee (2008) on Child Poverty and Well-
Being in the EU (see also Frazer and Marlier,
2007 as well as Chapter 2 of Frazer, Marlier and
Nicaise, 2010).

In our judgment, a significant advance in reducing
poverty EU-wide requires concerted action. Under
subsidiarity, such actions would be implemented
by Member States but the EU as a whole can set the
guidelines for the actions. The concrete proposal
made here is that the EU introduce a Basic
Income for Children. Each Member State would
be required to guarantee unconditionally to every
child a basic income, defined as a percentage of the
Member State median equivalised income (and
possibly age-related). The implications of such a
proposal have been modelled by Levy, Lietz and
Sutherland (2007) using the EU tax benefit model,
EUROMOD. They show that a Child Basic Income
set at 25% of national median income would halve
child poverty in all EU-15 Member States except
Italy and the United Kingdom. Implementation
would be left to Member States, who could employ
different instruments. The minimum could be
provided via child benefit, via tax allowances, via
tax credits, via benefits in kind, or via employer-
mandated benefits. The only restriction is that
the set of instruments selected must be capable of
reaching the entire population.

The paramount reason for proposing an EU
basic income for children is concern about child
poverty. But a second reason for proposing an
EU basic income for children is that it would

contribute positively to other EU headline
objectives. The risks of poverty and social
exclusion among children are important in their
own right, but they also have implications for
the future. As noted by the Conseil de PEmploi,
des Revenus et de la Cohésion sociale (CERC)
in their June 2004 Report, poverty affects not
only childrens well-being at the moment when
resources are insufficient, but also the capacity
of children to develop, to build the required
capabilities, including knowledge capital, cultural
capital, social capital, health capital. It would
thus also be a social investment, contributing
to the education and employment EU Headline
Targets.
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his chapter introduces the EU-SILC

instrument, which after only a few years of
existence has become the reference source for
comparative statistics on income distribution and
social inclusion in the European Union (EU). Its
aim is to provide the reader with a conceptual
and a practical insight into the background of this
instrument, its main characteristics and some of
its shortcomings, before going on to discuss areas
for further improvement.

Reliable and timely statistics and indicators, re-
flecting the multi-dimensional nature of poverty
and social exclusion, are essential for monitoring
the social protection and social inclusion proc-
ess. The EU-SILC instrument was devised by the
EU Member States and the European Commis-
sion in response to this general need, while main-
taining the necessary flexibility for each country
to integrate the new instrument into its own na-
tional system of social surveys. This integration
process is still on-going in some countries, with
the aim of delivering national data that are fully
harmonised with the standards and definitions
commonly agreed at European level.

A sign of the rapid success of EU-SILC is that 31
countries in 2010 have already implemented it —
the 27 EU countries as well as Iceland, Norway,
Switzerland and Turkey - and tested in three
further countries (Croatia, the former Yugoslav
Republic of Macedonia (FYROM) and Serbia).

2.1.1 A brief history

In a number of European countries, national
surveys on income and living conditions existed
before the 1990s when the first EU-scale survey
— the European Community Household Panel
(ECHP) — was launched. The ECHP ran from
1994 to 2001 in 14 of the then 15 Member States
(the exception being Sweden). Despite a high
level of overall harmonisation in most countries,
the ECHP suffered from some comparability and
timeliness issues.

It was with the triple aim of solving the
ECHP’s technical problems, conforming to the
internationally agreed definition of income and
extending the data collection to the enlarged EU
(and beyond) that the decision was taken to stop
the ECHP and launch EU-SILC. After starting on
the basis of a gentlemen’s agreement in 2003 in
seven countries (six EU countries plus Norway;
see Figure 2.1), the EU-SILC project was then
implemented by means of a legal basis which was
gradually adopted as from 2003 and implemented
from 2004 onwards.

2.1.2 Policy context

Member States coordinate their policies for
combating poverty and social exclusion on
the basis of a process of policy exchanges and
mutual learning, known as the ‘Open Method of
Coordination’ Since 2006, the framework for this
process has comprised three policy areas:

- eradicating poverty and social exclusion
- ensuring adequate and sustainable pensions

- providing accessible, high quality and sustain-
able health and long-term care.

The Europe 2020 strategy (*) adopted by the
European Council in June 2010 sets out a vision
of Europe’s social market economy for the
21 century. It shows how the EU can emerge
stronger from the crisis and how it can be
turned into a smart, sustainable and inclusive
economy, delivering high levels of employment,
productivity and social cohesion.

In particular, the strategy sets Member States
and the European Commission the goal of
‘Promoting social inclusion, in particular through
the reduction of poverty, by aiming to lift at least
20 million people out of the risk of poverty and
exclusion’ The fact that this target is fully based
on EU-SILC data (See Section 1.4) is definitely a
confirmation of the need for a harmonised cross-
cutting survey of this kind.

(*) For further details see http://ec.europa.eu/eu2020/index_en.htm. See
also Chapter 5 of present volume.
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Figure 2.1: EU-SILC implementation
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The set of politically agreed outcome indicators
playsa central role in monitoring the performance
of Member States in promoting social inclusion.
The purpose of these indicators is to allow the
Member States and the European Commission to
monitor national and EU progress towards key
EU objectives in the areas of social inclusion and
social protection, and to support mutual learning
and identification of good (and bad) practices in
terms of policies and institutional processes (See
Section 2.5.2).

2.2.1 Scope and geographical coverage

As with most household surveys, EU-SILC
covers only people living in private households;
this needs to be borne in mind when carrying
out statistical analyses and when interpreting
indicators, both within a given country and
between countries. The target population does not
include persons living in collective households
and in institutions. This is because the impact of
excluding old people living in institutions, people
with disabilities and other vulnerable groups,
such as the homeless, may be very different from
country to country. Some vulnerable groups
living in private households may also be under-
represented because they are not easy to reach.

EU-SILC was launched in 2003 in seven
countries under a gentleman’s agreement and
later was gradually extended to all EU countries
and beyond. As described in Figure 2.1 below,
in 2010 EU-SILC has been implemented in
31 countries, i.e. the 27 EU countries, Iceland,
Norway, Switzerland and Turkey — and tested
in three further countries (Croatia, the Former
Yugoslav Republic of Macedonia and Serbia).

Small areas of the national territory amounting
to no more than 2% of the national population
are excluded from EU-SILC as are the following
national territories: the French Overseas
Departments and territories, the Dutch West

Frisian Islands with the exception of Texel, and
lastly the Scilly Islands.

2.2.2 Main characteristics of EU-SILC

All EU Member States are required to implement
EU-SILC, which is based on the idea of a com-
mon ‘framework’ as opposed to a common ‘sur-
vey. The common framework consists of com-
mon procedures, concepts and classifications,
including harmonised lists of target variables to
be transmitted to Eurostat.

Two types of annual data are collected through
EU-SILC and provided to Eurostat:

- cross-sectional data pertaining to a given time
period, including variables on income, poverty,
social exclusion and other living conditions. The
data for the survey of Year N are to be transmit-
ted to Eurostat by November of Year (N+1);

- longitudinal data pertaining to changes over
time at the individual level are observed peri-
odically over a four-year period. Longitudinal
data are confined to income information and
a reduced set of critical qualitative, non-mon-
etary variables of deprivation, designed to
identify the incidence and dynamic process-
es of persistent poverty and social exclusion
among subgroups of the population. The lon-
gitudinal data corresponding to the period be-
tween Year (N-3) and Year N are to be trans-
mitted to Eurostat by March of Year (N+2).

The survey design is nevertheless flexible in order
to allow countries to anchor EU-SILC within
their national statistical systems. For instance,
the cross-sectional and longitudinal components
may come from separate sources, i.e. the
longitudinal dataset does not have to be ‘linkable’
with the cross-sectional dataset. Depending on
the country, microdata come from:

- two or more national sources (surveys and/or
registers);

- one or more previously existing national
sources, whether or not combined with a new
survey;
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- anew harmonised survey to meet all EU-SILC
requirements.

Eurostat proposed an integrated design with a
four-year rotation to those countries that had
launched a new survey (°). Rotational design
refers to the sample selection based on a number
of sub-samples or replications, each of them
similar in size and design, and representative of
the whole population. From year to year, some
replications are maintained, while others are
dropped and replaced by new replications.

The fundamental characteristic of the integrated
design is that the cross-sectional and longitudinal
statistics are produced from essentially the
same set of sample observations, thus avoiding
the unnecessary duplications which would be
involved if entirely separate cross-sectional and
longitudinal surveys are used.

2.2.3 Legal basis

One of the strengths of EU-SILC is the existence
of alegal basis which is binding on Member States
as well as a requirement for accession countries.
The development of the common framework,
including the conception of the annual ad-hoc
modules, is discussed on a permanent basis with
the main stakeholders, in particular within the
Living Conditions Working Group. In order to
take stock of the initial years of implementation
and to improve the outcome of EU-SILC, a
revision of the legal basis is due to take place in
2011-2013.

Specifically the EU-SILC legal basis consists of
three main components:

- a Framework Regulation (*) which defines the
scope, definitions, time reference, characteris-
tics of the data, data required, sampling, sam-
ple sizes, transmission of data, publication,

(®) Most of the EU Member States have adopted the 4-year rotational de-
sign recommended by Eurostat. France has a longer panel duration (9
years) and Luxembourg has a pure panel supplemented with a new
sample each year.

(*) Regulation (EC) No 1177/2003 of the European Parliament and of the
Council of 16 June 2003 concerning Community statistics on income
and living conditions (EU-SILC).
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access for scientific purposes, financing, re-
ports and studies for the EU-SILC instrument.
This Regulation was amended by Regulations
N°1553/2005 (°) and 1791/2006 (°) in order to
extend EU-SILC to the new Member States

- five Commission Regulations which specify
some technical aspects of EU-SILC: ‘Defi-
nitions’ (”), ‘Fieldwork aspects and imputa-
tion procedures’ (%), ‘Sampling and tracing
rules’ (°), the ‘list of primary (annual) target
variables’ ('°) and the ‘Quality reports’ (**)

- annual Commission Regulations on the list
of secondary target variables, i.e. the ad-hoc
modules which are introduced in EU-SILC
with the possibility of repeating a topic every
four years or less frequently.

EU-SILC is also carried out in Norway, Iceland
and Switzerland (on the basis of specific
agreements). As for accession and candidate
countries, the implementation of EU-SILC is not
compulsory until they become a new Member
State, but it is strongly encouraged if the specific
situation of a given country so permits.

2.2.4 Common guidelines

The way to implement the EU-SILC legal basis
is agreed between Eurostat and the national
statistical institutes — in particular in the Working

(®) Regulation N°1553/2005 of the European Parliament and of the Coun-
cil of 7 September 2005 amending Regulation (EC) No 1 177/2003 con-
cerning Community statistics on income and living conditions (EU-
SILC).

(°) Council Regulation (EC) No 1791/2006 of 20 November 2006 adapting
certain Regulations and Decisions by reason of the accession of Bul-
garia and Romania.

(") Commission Regulation (EC) No 1980/2003 of 21 October 2003 - up-
dated by Commission Regulation (EC) No 676/2006 - implementing
Regulation (EC) No 1177/2003 as regards definitions and updated defi-
nitions.

(®) Commission Regulation (EC) No 1981/2003 of 21 October 2003 im-
plementing Regulation (EC) No 1177/2003 as regards the fieldwork
aspects and the imputation procedures.

(°) Commission Regulation (EC) No 1982/2003 of 21 October 2003 imple-
menting Regulation (EC) No 1 177/2003 as regards the sampling and
tracing rules.

(1) Commission Regulation (EC) No 1983/2003 of 7 November 2003 im-
plementing Regulation (EC) No 1 177/2003 as regards the list of target
primary variables.

(") Commission Regulation (EC) No 28/2004 of 5 January 2004 imple-
menting Regulation (EC) No 1 177/2003 as regards the detailed content
of intermediate and final quality reports.
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Group for Statistics on Living Conditions, and
the Task-Forces reporting to it. This includes
common procedures and concepts, as well as an
increasing number of recommendations on how
to word the underlying questions. The full set of
guidelines is available to the public (*?). Some
minor amendments to the legal framework are
also implemented on the basis of a gentlemen’s
agreement, although these are obviously not
legally binding.

Recently the framework was refined to incorpo-
rate recommendations on particular topics (such
as variables concerning household definition, la-
bour, health, housing and material deprivation)
or methodological issues (such as the treatment
of negative income, the conversion between net
and gross income, the treatment of outliers and
lump sums in some income components and the
imputed rent) in order to improve the compara-
bility between countries. As soon as these recom-
mendations are agreed by the Working Group,
they are incorporated explicitly within the annu-
al version of the overall guidelines and gradually
implemented.

Strategic issues regarding the development of
EU-SILC are discussed in the meetings of the
Directors of Social Statistics of the National
Statistical Institutes and the European Statistical
System Committee (ESSC).

2.3.1 Contents of EU-SILC

EU-SILC is a multi-dimensional dataset focused
on income but at the same time covering
housing, labour, health, demography, education
and deprivation, to enable the multidimensional
approach of social exclusion to be studied. It
consists of primary (annual) and secondary (ad-
hoc modules) target variables, all of which are
forwarded to Eurostat.

(*?) See in particular the annual guidelines available at: http://circa.europa.

eu/Public/irc/dsis/eusilc/library?l=/guidelines_questionnaire&vm=det
ailed&sb=Title.

Given the principle of flexibility of the
implementation of EU-SILC at national level,
the sequence of questions needed to construct
one target variable may vary from country to
country. Nevertheless, recommended wordings
of questions are available mainly for the ad-hoc
modules, although the countries are not obliged
to follow these recommendations.

The primary target variables relate to either
household or individual (for persons aged 16 and
more) information and are grouped into areas:

- at household level, five areas are covered: (1)
basic/core data, (2) income, (3) housing, (4)
social exclusion and (5) labour information;

- at the personal level, there are five areas: (1)
basic/demographic data, (2) income, (3) edu-
cation, (4) labour information and (5) health.

The secondary target variables are introduced
every four years or less frequently only in the
cross-sectional component. One ad-hoc module
per year has been included since 2005:

- 2005: inter-generational transmission of
poverty

- 2006: social participation
- 2007: housing conditions

- 2008: over-indebtedness and financial
exclusion

- 2009: material deprivation
- 2010: intra-household sharing of resources

- 2011: inter-generational transmission of
disadvantages

- 2012: housing conditions
- 2013: well-being.

2.3.2 Income concept

Animportantobjective for EU-SILCistoadhereas
closely as possible to the recommendations of the
international Canberra Group on the definition
of household income (**). The income concept in
the full sense of the Canberra recommendations
has only been fully implemented since 2007.

(**) See Expert Group on Household Income Statistics, 2001.
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Two main aggregates are computed from EU-
SILC: total gross household income (GI) and
total disposable household income (DI), which
are defined as:

GI = EI + SEI + PP (**) + CTR + OI

DI=GI-CTP

Where:

EI = employee income (cash or near-cash
employee income and non-cash employee

income);

SEI = self-employment income (but not goods
produced for own consumption);

PP = Pensions received from individual private
plans;

CTR = current transfers received (social benefits
and regular inter-household cash transfers
received);

OI = other sources of income received (such as
other capital income);

CTP = current transfers paid (tax on income and
social insurance contributions, on wealth and
regular inter-household cash transfers paid).

Employee income

In EU-SILC, employee income is covered thanks
to the collection of information on ‘Gross cash
or near-cash employee income, ‘Gross non-
cash employee income’ and ‘Employers’ social
insurance contributions’

For non-cash employee income, only company
cars have been recorded since the beginning of
EU-SILC and included into the income concept.
From 2007 onwards, additional information
covering all other goods and services provided
free of charge or at reduced price by employers to
their employees is to be collected, but is not yet
included into the main income aggregates.

The compulsory component of employers’ social
insurance contributions has been collected
since 2007, but it is not part of the main income
aggregates.

(**) The decision to include the ‘Pensions received from private plans’ vari-

able into the income concept was taken by the Social Protection Com-
mittee Indicators Sub-Group in May 2010.

Income an ing conditions in Europe

Self-employment income

Self-employment income is broken down
into ‘Gross cash profits or losses from self-
employment’ (including royalties) and the
“Value of goods produced for own consumption.
Various alternative approaches to the
measurement of income from self-employment
are allowed.

Thevalue ofgoodsproduced for own consumption
has been included since 2007 if it represents a
significant component of the overall income at
the national level or of the income of particular
groups of households. It has been collected by
some of the Member States which joined the EU
as from 2004 (see Chapter 8), but is not currently
included in the main income aggregates.

Private pension plans

Regular pensions from private plans — other
than those covered within the ‘Current transfers’
item — refer to pensions and annuities received
in the form of interest or dividend income from
individual private insurance plans, ie. fully
organised schemes where contributions are at
the discretion of the contributor independently
of their employers or government.

Since July 2010, this income component is
included in the EU-SILC standard income
concept (also for all the previous waves of EU-
SILC, as the required data were available). In
the data analysed in this book, this income
component is not included.

Current transfers received

Current transfers received include social benefits
and regular inter-household cash transfers
received. Social benefits are broken down into
family and children-related allowances, housing
allowances, unemployment benefits, old-age
benefits, survivors' benefits, sickness benefits,
disability benefits, education-related allowances
and other benefits not elsewhere classified.
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Other sources of income received

Three sources of income are covered under this
item:

- income from rental of a property or land;

- interest, dividends, profits from capital
investment in unincorporated business;

- income received by people aged under 16.

Current transfers paid

Current transfers paid are broken down into “Tax
on income and social insurance contributions,
‘Regular taxes on wealth’ and ‘Regular inter-
household cash transfers paid.

The ‘Employers’ social insurance contributions’
variable is not included in the computation of the
main income aggregates, even though it would be
crucial for cross-country comparisons related to
labour cost.

Imputed rent

The imputed rent has been added from 2007
onwards for all households that do not report that
they pay full rent, either because they are owner-
occupiers or because they live in accommodation
rented at a lower price than the market price, or
because the accommodation is provided rent-
free (See Chapter 7).

Its inclusion in the standard EU-SILC income

concept would have a significant impact on all

income-based indicators and would create a

serious break in the time series as imputed rent

could not be included in the indicators prior to

2007 due to the unavailability of the required

data. At the time of writing, the SPC Indicators

Sub-Group is still debating the possibility of

including imputed rent (net of interests paid on

mortgage) or a fraction of it within (some of) the
income aggregates (*°).

(**) In May 2010 the SPC Indicators Sub-Group ‘agreed on the principle
to include the imputed rent component in a small number of poverty
indicators which would be listed in the in the social inclusion portfolio
as secondary indicators or context information’ (minutes of the meet-

ing of the Indicators Sub-Group). It also highlighted the lack of cross-
country comparability of this component.

Imputation

The EU-SILC framework requires full imputation
forincome components. Thelevel of imputation of
income components is reported in microdata by
means of a set of detailed flags. This requirement
helps to make the information delivered by EU-
SILC more homogeneous and complete.

2.3.3 Sample requirements

Sampling design

Data are to be based on a nationally representative
probability sample of the population residing
in private households within the country,
irrespective of language, nationality or legal
residence status. All private households and all
persons aged 16 and over within the household
are eligible for the operation. Representative
probability samples must be achieved both for
households and for individual persons in the
target population. The sampling frame and
methods of sample selection should ensure that
every individual and household in the target
population is assigned a known probability of
selection that is not zero. Germany, which had
previously used quota sampling methods, was
granted a transition period until 2008 when it
was required to introduce fully representative
probability sampling.

Sample size

The Framework Regulation and its updates
define the minimum effective sample sizes to be
achieved. The reference is to the effective sample
size, which is the size that would be required if the
survey were based on simple random sampling
(design effect in relation to the ‘at-risk-of-
poverty rate’ indicator = 1.0). The actual sample
sizes have to be larger to the extent that the
design effect exceeds 1.0 in order to compensate
for all kinds of non-response. The sample sizes
for the longitudinal component refer, for any two
consecutive years, to the number of households or
individuals aged 16 and over that are successfully
interviewed in both years.

Income
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Table 2.1: Minimum effective sample size for the cross-sectional and longitudinal components
by country

Countries ‘ Households . Pers.ons aged 16 or oYer ‘
Cross-sectional Longitudinal Cross-sectional Longitudinal
Belgium 4750 3500 8750 6500
Bulgaria 4500 3500 10 000 7 500
Czech Republic 4750 3500 10 000 7 500
Denmark 4250 3250 7250 5500
Germany 8250 6000 14 500 10500
Estonia 3500 2750 7750 5750
Greece 4750 3500 10 000 7250
Spain 6500 5000 16 000 12250
France 7250 5500 13500 10250
Ireland 3750 2750 8000 6000
Italy 7250 5500 15500 11750
Cyprus 3250 2500 7500 5500
Latvia 3750 2750 7650 5600
Lithuania 4000 3000 9000 6750
Luxembourg 3250 2500 6500 5000
Hungary 4750 3500 10250 7750
Malta 3000 2250 7 000 5250
Netherlands 5000 3750 8750 6500
Austria 4500 3250 8750 6250
Poland 6 000 4500 15000 11250
Portugal 4500 3250 10 500 7 500
Romania 5250 4000 12750 9500
Slovenia 3750 2750 9000 6750
Slovakia 4250 3250 11000 8250
Finland 4000 3000 6750 5000
Sweden 4500 3500 7 500 5750
United Kingdom 7 500 5750 13750 10 500
Total of EU Member States 130750 98 250 272900 203 850
Iceland 2250 1700 3750 2800
Norway 3750 2750 6250 4650

Source: Regulations (EC) No 1553/2005 and No 1791/2006 of the European Parliament and of the Council.

Income and living conditions in Europe




46

For the cross-sectional component, a minimum
effective sample size of around 131 000
households, or 273 000 individuals aged 16 and
over in the EU as a whole, has to be achieved. As
for the longitudinal component, the respective
requirements are 98 000 households and 204 000
individuals.

Table 2.1 gives the minimum effective sample
sizes required for each EU Member State (plus
Norway and Iceland) in terms of households and
individuals aged 16 and over.

2.3.4Tracing rules

In order to ensure the best quality output,
minimum requirements for implementation
have been defined within the legal basis (')
in addition to the definition of the minimum
sample size. These rules concern, for instance,
the use of proxy rate, the use of substitutions,
fieldwork duration, non-response procedures,
and tracing rules.

In each country the longitudinal component
of EU-SILC consists of one or more panels or
subsamples (four subsamplesintherecommended
four-year rotational design). For each panel/
subsample, the initial households representing
the target population at the time of its selection
are followed for a minimum period of four years
on the basis of specific tracing rules. The objective
of the tracing rules is to reflect any changes in the
target population drawn in the initial sample and
to follow up individuals over time.

In order to study changes over time at the
individual level, all sample persons (members of
the panel/subsample at the time of its selection)
should be followed up over time, despite the fact
that they may move to a new location during
the life of the panel/subsample. However, in the
EU-SILC implementation some restrictions are
applied owing to cost and other practical reasons.
Only those persons staying in one private
household or moving from one to another in

(*) Commission Regulation N° 1981/2003 on the fieldwork aspects and
imputation procedures.

the national territory are followed up. Sample
persons moving to a collective household or to
an institution, moving to national territories
not covered in the survey, or moving abroad
(to a private household, collective household
or institution, within or outside the EU), would
normally not be traced. The only exception
would be the continued tracing of those moving
temporarily (for an actual or intended duration
of less than six months) to a collective household
or institution within the national territory
covered, as they are still considered as household
members.

2.4.1 Some comparability issues

The flexibility of EU-SILC may be seen as
both its main strength and its main weakness.
Various powerful arguments have already been
mentioned in this chapter, but the main one is
certainly the possibility of embedding EU-SILC
into the national systems of social surveys. On
the other hand, such flexibility could create
problems of harmonisation and comparability
across countries. This section addresses some of
these comparability issues.

Different sampling designs

Almost all countries have used the integrated
design proposed by Eurostat. Modified designs
have been used in only a few countries, primarily
for the purpose of integrating EU-SILC into
an existing survey (e.g. Sweden, Finland and
Germany), and/or incorporating an existing
sample into EU-SILC (e.g. Norway).

The EU-SILC framework encourages the use
of existing sources and/or administrative data.
However, in practice, not all EU-SILC variables
canbeobtainedfromregistersandadministrative
data. Hence, it is possible to establish two groups
of countries on the basis of the data source used
in EU-SILC: in the countries referred to as
‘register’ countries (Denmark, Finland, Iceland,
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the Netherlands, Norway, Sweden and Slovenia)
most income components and some items of
demographic information are obtained through
administrative  registers. Other personal
variables are obtained by means of interview. In
all other countries except Ireland (*7), the full
information is obtained by means of a survey
of households and interviews with household
members.

All the designs ensure strict cross-sectional
representativeness and enable a significant number
of individuals to be followed over a period of at
least four years. In line with the legal requirements,
all samples are probabilistic since the launching
of EU-SILC (*®): with updated sampling frames
and stochastic algorithms used to select statistical
units. The sampling designs used in 2007 and 2008
by country were the following:

- sampling of dwellings or addresses: the Czech
Republic, Germany, Spain, France, Hungary,
Latvia, Luxembourg, Malta, the Netherlands,
Austria, Poland, Portugal, Romania and the
United Kingdom;

- sampling of households: Belgium, Bulgaria,
Cyprus, Greece, Ireland, Italy and Slovakia;

- sampling of individuals: Denmark, Estonia,
Lithuania, Slovenia, Sweden, Finland, Iceland
and Norway (all these countries are ‘register’
countries except for Lithuania).

In all cases, unbiased estimates can be produced
on firm theoretical grounds. In almost all
countries, the coverage bias is under control with
frequent updates of the frame.

Countries have designed their sample so as to
achieve a good trade-off between reporting needs
at sub-national level and the cost effectiveness of
the data collection. Significant increases of the
sample size, driven by sub-national reporting
requirements, were recorded in Spain and Italy.

() In Ireland, upon the explicit agreement of the household collected, the

information is obtained from administrative information.

(**) With the exception of Germany for which an existing quota sample
component was used until 2008.

Different fieldwork periods

National surveys also differ in terms of the
period of time during which the fieldwork is
carried out. The Regulation recommends that the
one-shot survey fieldwork should extend over
less than four consecutive months and the lag
between income reference period and fieldwork
is limited to eight months. When continuous
surveys are used, the sample allocation over
time should be monitored and the weighting
adapted to produce unbiased estimates of the
annual average.

Figure 2.2 below shows that in 2008 most
countries adopted a survey in which the fieldwork
was concentrated in a period of a few months,
mainly in the first half of the year, although there
were some notable exceptions:

- Ireland and the United Kingdom conduct
continuous surveys throughout the year;

- in Belgium, Italy, Malta, the Netherlands,
Austria and Sweden the fieldwork is carried
out mostly in the second half of the year.

The impact of different fieldwork periods
might have a noticeable impact over time when
comparing indicators that show a steady and
seasonal pattern, but the impact as regards
analysis of permanent income distribution is

likely to be negligible.

The one-shot surveys always use the previous
calendar year as the income reference period,
whereas a sliding reference period is used for
the continuous survey (*°). The greater degree of
inconsistency between income related variables
and socio-economic related variables when
the fieldwork period is distant in time from
the income reference period can be identified
as a weakness in some instances of EU-SILC
implementation.

(**) Two countries, Ireland and the United Kingdom, use a sliding reference
period for income and taxes on income and social insurance contribu-
tions. In Ireland it refers to the 12 months prior to the interview date.
As for the United Kingdom, it is centred on the interview date. In ad-
dition, the respondents are asked to provide figures which relate most

commonly to their current (and usual) incomes, i.e. which could relate to
the last week, two weeks, or month. These figures are then annualised.
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Figure 2.2: Fieldwork period, 2008
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Source: Eurostat (EU-SILC microdata).

Differences in the method of data collection and
in interview duration

In most countries (i.e. the non-register countries),
allmembers aged 16 or over in selected households
are asked to fill in a personal questionnaire,
whereas in the register countries only one
selected respondent per household receives a
personal questionnaire. These two different
rules have different impacts on the tracing of
individuals over time (longitudinal dimensions)
depending on whether only one or all household
members are interviewed over time. The selected
respondent model needs some adaptation in order
to avoid bias in the follow up of children. The two
different rules lead to different weighting schemes.
In particular when the selected respondent type
is used, the weights of the household and of the
selected respondent are obviously different.

July  August

September  October November December

EU-SILC was designed to keep the respondent
burden under control so as to avoid an excessively
high non-response rate and to ensure that the in-
formation collected is of good quality. Although
detailed collection of income components can be
cumbersome, the aim was to limit the total dura-
tion of the interview with each household member
to less than one hour on average. The mean inter-
view duration among countries carrying out full
surveys was about 30 minutes per individual in
2008, with a maximum of 59 minutes in the United
Kingdom (*). A significant decrease in interview
times is observed for the register countries, where
the average length of interview was 24 minutes.

(*) In the case of the United Kingdom, EU-SILC questions are included

as part of the General Household Survey questionnaire and there is no
information on the interview duration of EU-SILC alone.




Figure 2.3: Average interview duration per individual, 2008
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Different non-response rates

Non-response is measured in EU-SILC at the
three stages, i.e. address contact, household
interview and personal interview. Figure 2.4
below presents the overall non-response rates
for individuals for the whole sample and for the
subsample corresponding to the new entries
broken down by country.

Total non-response of the selected households and
individuals had to be less than 40%, which was
seen as a challenge for a non mandatory survey.
The overall non-response rate in the personal
interview for the whole sample was below 10% in

Income an ing conditions in Europe

2008 in four countries: Romania (5%), Slovakia
(8%), Cyprus (9%) and Portugal (9%). At the other
extreme, non-response rates exceeded 30% in five
countries and even 40% in Denmark (45%). The
rates for the new entries were generally significantly
higher than for the whole sample, with peaks in
Belgium (58%) and the Czech Republic (52%).

The creation of models using external variables in
order to correct non-response is highly desirable.
Most of the countries apply either a standard
post-stratification, based on homogeneous
response groups, or a more sophisticated logistic
regression model.
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Figure 2.4: Overall personal non-response rates, 2008
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Deviation from common definitions

In EU-SILC comparability is sought via the
conceptual harmonisation of target variables
obtained, on the one hand, through their detailed
definition as provided in EU-SILC regulations
and guidelines and, on the other hand, through
the active role of Eurostat in coordinating
and supporting the overall implementation.
Explicit deviations from these commonly agreed

EE MT IE SI LV DE SE IS UK AT LU BG BE NO DK

H New entries

standards were allowed to a limited extent and
are monitored through the quality reports (See
Section 2.4.2).

One example of such deviations concerns the
precise definition of a household (See Table 2.2)
which might restrict comparability. The different
methods used for the computation of imputed
rent may also raise issues of cross-country
comparability.

Income and living conditions in Europe




Table 2.2: Basic concepts and definitions (Are the national definitions comparable with those of

the standard EU-SILC?), 2008

BE BG cz DK DE EE IE EL ES FR
Reference population F F F F F F F F F F
Private household definition F F F F F F F F F F
Household membership F F F F F F F L F

IT cy Lv LT LU HU MT NL AT PL
Reference population F F F F F F F F F F
Private household definition L F F F F F F F F F
Household membership L F F F F F F F F

PT RO SI SK Fl SE UK IS NO
Reference population F L F F F F F F F
Private household definition F F F F F F L E
Household membership L F F F F F L F

Source: National Quality Reports 2008. F (fully comparable); L (largely comparable).
NB: For more explanations on the‘Ls in this table, Eurostat, 2010 may be consulted.

2.4.2 Quality reports

Adopted in 2005, the European Statistics Code
of Practice sets common standards for the
independence, integrity and accountability of the
national and EU statistical authorities. The EU
statistical authorities have undertaken to adopt a
comprehensive approach to high quality statistics
which builds upon a common definition of quality
in statistics, in which the following dimensions
are addressed:

o relevance: European Statistics must meet the
needs of users

e accuracy and reliability: European Statistics
must accurately and reliably portray reality

o timeliness and punctuality: European Statistics
must be disseminated in a timely and punctual
manner

o coherenceand comparability: European Statistics
should be consistent internally, over time and
comparable between regions and countries; it
should be possible to combine and make joint
use of related data from different sources

e accessibility and clarity: European Statistics
should be presented in a clear and
understandable form, disseminated in a
suitable and convenient manner, and be
available and accessible on an impartial basis
with supporting metadata and guidance.

This European definition of quality is monitored
in EU-SILC with annual intermediate and final
quality reports (*') prepared by both the member
countries and Eurostat for the EU level. While
the intermediate quality reports refer only to
the cross-sectional operation, the final quality
reports also refer to the longitudinal operation.

The national quality reports provide a useful
insight into national implementation practice
and represent substantive information from
which to draw preliminary conclusions regarding
the quality of EU-SILC data. This material is
complemented by the information that Eurostat
collects through its frequent contacts with
(*) As for the detailed contents, see Commission Regulation (EC)

No 28/2004 of 5 January 2004 implementing Regulation (EC) No

1177/2003 as regards the detailed content of intermediate and final
quality reports.
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national statistical authorities, in particular as
regards data validation.

The purpose of the EU quality reports is to
summarize the information contained in the
national quality reports. Their objective is to
evaluate the quality of EU-SILC data from
a European perspective, i.e. by establishing
cross-country comparisons of some of its key
quality characteristics.

The EU quality reports, as well as most of the
national country reports, are publicly available on
Eurostat website. (*)

2.5.1 Data access

EU-SILC data are disseminated either as
aggregated data or as microdata sets. Individual
EU-SILC records are considered as confidential
data within the meaning of Article 23 of Council
Regulation 223/2009 (Statistical Law) because
they allow indirect identification of statistical
units (individuals and households). In this
context they should be used only for statistical
purposes or for scientific research.

Aggregated results relate to indicators and
statistics on income distribution and monetary
poverty, living conditions, material deprivation
and childcare arrangements. They are presented
as pre-defined tables or as multidimensional
datasets and may be extracted in a variety
of formats.

Commission Regulation 831/2002 () granted
the European Commission permission to
release anonymised microdata to researchers.
Anonymised microdata are defined as individual
statistical records which have been modified
in order to control, in accordance with best
practices, the risk of identification of the

(**) http://epp.eurostat.ec.europa.eu/portal/page/portal/income_social_in-
clusion_living_conditions/quality/eu_quality_reports.

(**) Commission Regulation No 831/2002 of 17 May 2002 implementing
Council Regulation No 322/97 on Community Statistics, amended by
Commission Regulation No 1 000/2007 of 29 August 2007, concerning
access to confidential data for scientific purposes.

statistical units to which they relate. Both EU
and national rules are applied for anonymisation,
and are described in full with each release. They
concern variable suppression, global recoding or
the randomisation of some variables.

Twice a year, Eurostat releases anonymised
microdata to researchers (encrypted CD-ROM
with documentation). Each CD-ROM contains
data from the latest available operation, as
well as revisions from any previous datasets. A
detailed description of the full procedure for
accessing microdata is provided on the Eurostat
website (24).

It should be noted that the dissemination by
Eurostat of national microdata must be accepted
by each national authority. As an example,
Eurostat was not allowed in 2010 to disseminate
the whole set of microdata from Malta and
France as well as the longitudinal microdata
from Germany for confidentiality reasons. This
unfortunate situation — which is currently being
addressed with the relevant national authorities
— creates important difficulties for the users. In
particular, the successive versions of the Users’
database used by the Net-SILC members and the
authors of this book did not contain the data for
the above mentioned countries.

2.5.2 Indicators computation

The Open Method of Coordination for Social
Protection and Social Inclusion (Social OMC),
which was set up at the Lisbon European Council
of March 2000, provides a framework for political
coordination. Member States agree to identify and
promote their most effective policies in the fields
of Social Protection and Social Inclusion, with the
aim of learning from each other’s experiences.

The use of commonly agreed indicators to monitor
progress towards commonly agreed objectives is
an essential component of the Social OMC. These
indicators consist of four portfolios of indicators:
an ‘overarching list’ and a list for each of the three

(**) See http://epp.eurostat.ec.europa.eu/portal/page/portal/microdata/eu_silc.
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main areas covered by the Social OMC (poverty
and social exclusion; pensions; and healthcare
and long-term care). The current set of common
indicators was approved in 2009 (*). A large
number of indicators are computed on the basis
of EU-SILC, which has become the second pillar
of household social survey statistics at EU level,
complementing the EU Labour Force Survey
which focuses on labour market information.

The development of indicators, under the
responsibility of the SPC and its Indicators
Sub-Group, is a dynamic process. The work of
the national delegations of experts, who make
up the Group, and the secretariat provided
by the European Commissions Directorate-
General for ‘Employment, Social Affairs and
Equal Opportunities (in close cooperation
with Eurostat), has enabled the set of indicators
(and breakdowns of these) to be considerably
enriched.

The indicators are permanently updated and
disseminated on the Eurostat website (*).

Eventhough EU-SILChasbecomethe EUreference
for data on income and living conditions, Eurostat
and a number of stakeholders are still reflecting on
possible ways to further improve the tool and its
uses. This book, and more generally the Net-SILC
network which prepared it, is part of an effort to
improve EU-SILC and the analysis based on it. At
an international conference (*) which was jointly
organised in March 2010 by Eurostat and the Net-

SILC network, and which was hosted by Statistics

Poland, a wide-ranging debate on present and

future perspectives was held in the context of the

future revision of the EU-SILC legal basis. Some of
these considerations are presented below.

(*) See http://ec.europa.eu/social/main.jsp?catld=756&langld=en.

(*) See http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_
and_social_policy_indicators/omc_social_inclusion_and_social_pro-
tection.

(¥) 2010 International Conference on Comparative EU Statistics on Income

and Living Conditions, Warsaw, 25-26 March 2010 (http://www.stat.
gov.pl/eusilc/index.htm).
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2.6.1 Improvement of timeliness and
geographical coverage

In the current situation, cross-sectional data
pertaining to Year N — and referring in most
countries to the income and tax of Year (N-1) —
are available in the best case at the end of Year
(N+1). This weakness was clearly highlighted by
the recent economic and financial crisis, when
EU-SILC was unable to deliver data describing
the impact of the crisis on poverty and social
exclusion. The need for further synchronisation
with other EU reporting processes is also an
issue. The time between data collection and data
dissemination definitely needs to be shortened.

Despite the considerable improvement observed
in terms of timeliness with the transition
from ECHP to EU-SILC, there might be a
need to design different estimation strategies
and to further streamline national processes.
Developing a system based on or outside EU-
SILC for the short-term monitoring of living
conditions is another possible option in order
to improve timeliness.

At the same time, it is necessary to improve the
access to and documentation of EU-SILC micro-
data. The research community is making a strong
case for the access to the EU-SILC Users™ data-
base to be extended to microdata from all coun-
tries, when in fact it was recently restricted (**).

2.6.2 Methodological and data improvements

In the future, improvements will be introduced
in the areas of technology, methodology and
implementation in order to produce better
quality data. Improvements will mainly be in
terms of comparability and better fulfilling the
needs of the various users, ie. the European
Commission and individual Member States, the
scientific community and various international
organisations. An ongoing dialogue between
these different users is the only way to really
improve the overall quality.

(**) This request concerns the absence of some countries in the Users data-
base (as described in Section 2.5.1).

53


http://ec.europa.eu/social/main.jsp?catId=756&langId=en
http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_and_social_policy_indicators/omc_social_inclusion_and_social_protection
http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_and_social_policy_indicators/omc_social_inclusion_and_social_protection
http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_and_social_policy_indicators/omc_social_inclusion_and_social_protection
http://www.stat.gov.pl/eusilc/index.htm
http://www.stat.gov.pl/eusilc/index.htm

54

A number of improvements were suggested
at the Warsaw Conference and some of them
are reflected in various chapters of the present
publication. Suggested improvements include
for instance:

e anonymisation procedures and the extent —
and level of details — of microdata available
for research (e.g. on sample design, on specific
income components) (Chapters 3 and 17)

o Dbetter information on the relationships
between household members (Chapter 4)

o further and more systematic investigation of
the coherence of/ comparability between EU-
SILC and other — EU-wide and national —
data sources (Chapters 5 and 18)

o further analysis of the lower tail of the income
distribution and treatment of negative income
components (Chapter 6)

o refinement of common guidelines on self-
employment income (Chapters 6 and 14),
goods and services produced for own
consumption (Chapter 8)

e improvement of the identification of self-
employment activities within employment
activities and improvements of the information
provided through the calendar of activities
(Chapter 14)

¢ improvement of the methods (including their
documentation) used by countries in order
to estimate ‘imputed rent’ (Chapter 7) and
net-to-gross conversion models (Chapters 12
and 17)

o reflection on the most appropriate level of data
collection — individual vs. household level —
for certain income variables (Chapter 17)

e need to enlarge the scope of the longitudinal
component of EU-SILC (Chapters 9 and 11)

o discussion on the opportunity to expand the
non-monetary information available from the
core set of EU-SILC variables (Chapters 10, 11
and 18).

2.6.3 Coherence with other sources

Some information concerning the checking
of consistency between EU-SILC and other
national microdata sources is available from the
quality reports, but such information needs to
be further developed. The consistency between
aggregates computed from microdata (EU-SILC)
and macrodata (national accounts) sources
should also be improved. In conjunction with
the recommendations of the Commission on
the Measurement of Economic Performance
and Social Progress (%), Eurostat has set up
a Task-Force on the distributional aspects of
household income, consumption and wealth,
which are intended to shed some light on
this connection.

2.6.4 Data linking

Users frequently request statistical information
cutting across several dimensions of the quality
of life. Such requests concern both the coverage
of the information collected (e.g. quality of
life, subjective wellbeing, social participation,
consumption, or wealth) and its use in terms
of assessing inequalities. The social statistics
infrastructure, on the other hand, is organised
around specific surveys and administrative
sources independently covering many aspects
that are relevant to users’ requests. Currently,
there is no single data source that is able to
cover all the necessary aspects at the microdata
level.

In line with the Commission communication on
the ‘Production method of EU statistics: a vision
for the next decade’ (*°), Eurostat has launched
a new project aimed at testing new techniques,
such as linking and statistical matching of data
from different sources, in particular EU-SILC,
the Labour Force Survey, the Household Budget
Survey, the European Central Bank Survey on
Households’ Finance and Consumption or the
(¥) See http://www.stiglitz-sen-fitoussi.fr/en/index.htm.

(*) COM(2009) 404 final, Communication from the Commission to the

European Parliament and the Council on the Production method of EU
statistics: a vision for the next decade.
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European Foundation’s Quality of Life Survey. (For
a discussion of this topic, see also Chapter 18.)

2.6.5 Revision of the EU-SILC legal basis

Against a general background of modernisation
of the whole system of production of European
social statistics, the challenge of summarising
the expectations from various stakeholders with
often diverging needs, while at the same time
responding to new requirements is without doubt
arisky enterprise, but one with which Eurostat and
the European Statistical System have to contend.

Currently there are plans to revise the legal EU-
SILC framework during the period 2011-2013.
An essential prerequisite will be an analysis of
the cost-efficiency of the whole operation — in
particular its longitudinal component and the
annual ad-hoc modules — as well as the length
and content of EU-SILC. The overarching
objective of this revision will be to stabilise and
foster the main components of EU-SILC, while
considering some possible changes (both to
include emerging topics of interest and to omit
less fundamental aspects).

Taking stock of the first years of implementation
of EU-SILC, as well as the new needs and
constraints which have emerged more recently,
the need to move towards greater harmonisation
of input (in drawing up common reference
questionnaires, for instance) will have to
be balanced by the flexibility needed by the

implementing countries.
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