


Table 1:

Distribution of individuals by “employment
intensity” and age of reference person in
their households

(as a % of all individuals)

Members of workless Members of working
households, with a households, with a
reference person: reference person:
aged aged
less aged 55 Total less aged 55 Total
than 55 | °" MO than 55 | " Mo"®
B 10 20 30 64 6 70
DK 7 16 23 66 11 77
D 6 18 24 67 9 76
EL 5 15 19 67 14 81
E 7 13 20 68 12 80
F 8 19 27 68 5 73
IRL 17 10 28 62 10 72
| 5 16 22 66 13 78
L 3 16 19 76 5 81
NL 9 17 26 68 5 74
P 3 11 14 70 17 86
UK 11 17 27 63 10 73
EU-12 7 17 24 66 10 76

As expected, the employment profile of a household
depends largely on its age. Of the total EU population,
66% live in prime-age working households, that is
households where the reference person is 18 to 54
years old (Table 1). Only 10% live in older working
households. Workless households account for 24%
of EU citizens (ranging from 14% in Portugal to 30%
in Belgium), of which 7% belong to prime-age house-
holds and 17% to older households.

Of the 73% of the EU population living in prime-age
households (66%+7%, as shown in Table 1), 10% are
members of workless households (Table 2). This
measure of “risk” is by far the highest in Ireland (22%),
followed well behind by the United Kingdom (15%).
At 4%, it is much lower in Luxembourg and Portugal.

These figures mainly reflect two underlying factors.
First, ditferences in non-employment rates between
countries, that is the proportion of individuals in the
prime-age population not in work (i.e. either unem-
ployed or inactive). Second, ditferences in the relative
number of the non-employed who live in households
with at least one person in work - a number which, if
high, can offset the effect of high rates of non-employ-
ment. The structure of the household population is
important in accounting for the share of workless
households in the total. In particular, a large propor-
tion of single-adult households, for which the risk of
non-employment is higher than average, is likely to

increase the share of workless households1.

Predictably, among members of older households
the risk of living in a workless household is much
higher than for members of prime-age households.
In the European Union, 63% of individuals in house-
holds where the reference person is aged 55 years
or more do not have access to earned income
(Table 2). Most of these are probably retired, though
some will be unemployed or inactive for other rea-
sons.

Table 2:
Risk of living in workless households by age of
reference person

(as a % of individuals in each household type)

Members of households with a reference
erson:
"
aged less than 55 aged 55 or more
B 13 77
DK 10 ' 60
D 8 67
EL 7 51
E .9 . 54
F 10 78
IRL 22 50
| 8 56
L 4 76
NL 1" 76
P 4 39
UK 15 62
EU-12 10 ' 63

In all Member States, the majority of the
population live in households with at least
one member in a “full-time, full-year” job

When the household has access to some earned
income, it is important to distinguish between ditfe-
rent degrees of “employment intensity” (Table 3). In
the European Union, 75% of individuals in working
households either share their dwelling and living ar-
rangements with at least one person in “full-time, full-
year’” employment (hereafter simply referred to as
“full-time™) or are themselves “full-time” employees.
The proportion is highest, at 85% or more, in Ger-
many, Luxembourg and the Netherlands. In Greece
and, to a lesser extent, ltaly, a large share of indivi-
duals live in households where self-employment is
the only source of earned income. Spain records the
highest proportion of persons who are members of
households with nobody in “full-time” employment,
but at least one person in a part-time and/or part-year
job.

' For a more lengthy discussion and evidence on this issue, see DGV, Employment in Europe 1996: Analysis of key issues, OPOCE
(Catalogue number: CE-06-97-424), Luxembourg, 1997 and OECD, Employment Outlook, Paris, 1998 (forthcoming).



Table 3:
Distribution of individuals in working house-
holds by “employment intensity”

(as a % of individuals in working households)

Members of fullf Members of
ime full-year | part-time, part- Members of
EY% time full-y self-employed
employed year employed households
households households
B 78 10 12
DK 79 16 5
D 85 10 5
EL 50 13 38
E 66 17 17
F 77 14 9
IRL 67 15 17
| 67 11 22
L 86 6 9
NL 85 9 7
P 75 7 18
UK 75 15 9
EU-12 75 12 13

Adjusted income, income quintiles and low
income

Adjusted income facilitates comparisons between
households’ incomes. The *adjustment” of the
total household income takes account of the vary-
ing size of households.

Income quintiles (and low income) are calculated
for each country as follows: individuals are first
ranked from lowest to highest by the adjusted
income of the household in which they live. Then,
they are divided into 5 groups of equal size. Thus,
the bottom quintile group comprises the 20% of
individuals with the lowest income, and is referred
to as the “low income” quintile.

Table 4 looks at the risk for individuals of being in

the low income quintile: 14% of EU citizens living

in-working households have a low income. By

contrast, Table 5 looks at the distribution of indi-

viduals with low income: 53% of EU citizens with

a low income are members of working house-
i holds.

Individuals in prime-age workless households
are those most likely to have a low income

In the European Union as a whole, 39% of individuals
belonging to workless households are in the lowest
income quintile (Table 4). Members of workless
households are particularly exposed to the risk of low
income in freland (52%), as well as Denmark and
Portugal (both 50%). Where at least one household

member has been in employment at any time during
the year, this proportion falls to 14% at EU level and
8% in Ireland.

Among individuals living in workless households, the
risk of low income is lower for members of older
households than for those in prime-age households,
with the exception of Greece and Portugal. This may
be the combined result, for older households, of the
absence of dependent children and the receipt of old
age pensions. The risk of low income among old
workless households is lowest in Italy and Luxem-
bourg, where pension coverage is relatively gene-
rous.

Table 4:
Risk of low income by “employment intensity”
and age of reference person in the household

(as a % of individuals in each household type)

Members of workless households, Members of
with a reference person: working

aged less | aged 55 or Total households
than 55 more

B 66 33 44 10

DK 50 ., 50 50 11

D 59 34 40 14

EL 35 40 39 16

E 46 29 35 16

F 51 29 36 14

IRL 60 39 52 8

| 57 26 34 16

L 58 24 30 18

NL 67 28 41 13

P 45 51 50 15

UK 63 34 45 1

EU-12 57 32 39 14

The presence of some work in the household is
not always sufficient to escape low income

While the risk of iow income is highest for individuals
in households with no earnings, working households
still account for a considerable share of all low-in-
come individuals (Table 5).

Forthe EU as a whole, 53% of low-income individuals
live in households with some employment. Across EU
countries, between one-third and two-thirds of the
low-income population are members of households
that contain one or more adults either employed or
self-employed for at least one month during the year,
with this share being particularly high in Luxembourg,
and low in Ireland and Belgium. The distribution of
low-income individuals by the employment status of
their households partly reflects of course the distribu-
tion of the overall population by the employment
patterns of their households shown in Table 1. Coun-



tries where a high proportion of the population live in
workless households are more likely to have a high
proportion of all low-income individuals also living in
these households.

Table 5:

Distribution of low-income individuals by
“employment intensity” and age of reference
person in their households

(as a % of all low-income individuals)

Members of workless
households, with a reference | Members of
EY% person: working
surostst aged less than | aged 55 and households
55 more
B 32 34 34
DK 17 41 41
D 17 31 52
EL 8 29 63
E 16 20 64
F 20 27 52
IRL 52 20 28
| 15 21 64
L 9 19 72
NL 29 24 47
P 6 28 66
UK 33 28 39
EU-12 21 27 53

Employment intensity within households is a
key variable for the position of individuals in
the income distribution

In fact, the position of individuals in the income distri-
bution largely depends on the employment intensity
within their households (Table 6). In the European
Union, 75% of individuals belonging to households
with at least one full-time wage or salary earner have
an adjusted income in the three upper income quin-
tiles. In lreland, this figure is 86%. Few individuals in
such households are in the bottom quintile: 7% in the
European Union.

In all Member States, individuals in working house-
holds where there is no full-time employment are
more evenly distributed across the income distribu-
tion. Around 33% of them are in the iowest income
quintile, showing that earnings from a part-time/tem-
porary job or from self-employment are often not
sufficient to shift households out of the bottom quin-
tile.

The share of wages and salaries in total household
income provides another angle from which to exa-
mine the income distribution (Table 7). In all countries
except Luxembourg, less than one-third of the in-
come available to low-income households comes

from wages and salaries. This share is much larger
for households in the higher income quintiles, where
wages and salaries account for between 46% (in
Greece) and over 70% (in Denmark and Portugal) of
total household income.

Table 6:
Distribution of individuals in the income distri-
bution by household “employment intensity”

(as a % of individuals in each household type)

Full-time, full-year Other working households
employed households
EY%
3d to 3dto
1st 2nd Sth 1st 2nd Sth
quintile | quintile quintile quintile | quintile quintile
B 4 14 81 28 22 49
DK 5 16 79 30 27 43
D 9 19 72 39 18 43
EL 4 15 81 27 24 49
E 6 16 78 35 23 42
F 9 18 73 34 22 44
IRL 2 12 86 20 24 56
| 8 18 74 33 19 48
L 15 18 67 32 13 55
NL 9 19 72 33 19 48
P 6 18 76 42 22 36
UK 5 14 81 28 23 50
EU-12 7 17 75 33 21 46
Table 7:

Share of wages and salaries in total household
income by income quintile

(%)

L=/ 1st quintile 2nd quintile 3rd 'to .Sth
eurostat quintile
B 13 34 63
DK 19 45 71

D 30 53 68
EL 11 30 46

E 26 43 61
IRL 6 24 61

| 28 46 57

L 47 49 63
NL 28 57 67

P 22 52 72
UK 15 35 65
EU-12

NB: France is not included in this Table because French earnings
data are gross of income taxes while total household income is net.

If the level of earnings is indeed a major determinant
of the economic well being of workers and their
households’ members, what is the relationship be-
tween low pay and low income?



Employees in low-income households are often
in low-paid jobs

- Earnings, earning quintiles and low pay

.- Earnings:in order to avoid the additional compli-
" cation of disentangling differences in time worked
and differences in wage/salary rates, only eam-
ings of full-time, full-year wage or salary earners
-are considered.

Earning quintiles (and low pay) are calculated for
- ‘each country as follows: full-time, full-year em-

ployees aged 18 and over are first ranked by their

earnings from lowest to highest, and then divided

into. 5 groups of equal size. Thus, the bottom
~quintile group comprises the 20% of full-time,
. full-year employees with the lowest earnings, and
. is referred to as the “low pay” quintile.

Table 8 looks at the risk for individuals in’ each
- income quintile of being low paid (i.e., in the low

pay quintile), whereas Table 10 looks at the dis-
. tribution of low-paid employees by income quin-
-~ tile.

The vast majority of those in low-income households
with a job are low paid (Table 8). For the EU as a
whole, some two-thirds of full-time employees living
in low-income households are in low-paid jobs
whereas less than 1 in 6 full-time employees in
higher-income households are low paid. The
chances of workers in low-income households having
low pay is particularly high in Greece, Ireland and the
UK and well below the EU-12 average in Luxembourg
and the Netherlands.

Low-paid employees are not only found in
low-income households

The distribution of low-paid employees across in-
Table 8:
Risk of low pay by income quintile

(as a % of full-time, full-year employees in each quintile)

EY% 1st quintile 2nd quintile 3rd 'to .Sth
eGoetat quintile
B 71 32 17
DK 68 42 14
D 64 35 13
EL 81 31 17
E 72 29 16
F 63 41 15
IRL 79 28 18
| 68 27 16
L 54 29 13
NL 52 21 17
P 63 34 15
UK 84 42 15
EU-12 66 35 15

come quintiles is not only a function of the risk of low
pay in each quintile, but also of the share of total
employment accounted for by individuals in each
quintile. While a high proportion of full-time workers
in low-income households have low pay (66%, as
shown in Table 8), they account for only a relatively
small share of total fuli-time wage/salary employ-
ment: 5% in the European Union (Table 9).

Table 9:
Distribution of full-time, full-year employees by
income quintile

(as a % of all full-time, full-year employees)

EY% istquintle | 2ndquintle | SrdtoSth
=4 quintile
B 3 11 86
DK 4 13 83

D 7 16 77
EL 3 1 86

E 4 12 83

F 6 15 79
IRL 1 8 91

| 5 13 82

L 12 14 73
NL 6 12 82

P 4 14 82
UK 3 11 86
EU-12 5 13 81

It is therefore not too surprising that in all EU coun-
tries, low-paid workers in full-time employment are
spread across all income quintiles (Table 10). At EU
level, some 60% have household incomes in the 3rd
to 5th income quintiles, with only Germany and Lux-
embourg having figures significantly below this. In
nearly ail countries, with the notable exception of
Luxembourg, around 1 in 5 or less of all low-paid
employees live in low-income households.

Table 10:
Distribution of low-paid employees by income
quintile

(as a % of all full-time, full-year employees who are low paid)

1st quintile 2nd quintile 3;?1:::“??
B 10 17 73
DK 15 27 58
D 22 27 50
EL 10 18 72
E 16 18 66
F 18 27 55
IRL 5 11 84
| 18 17 65
L 32 21 47
NL 16 13 71
P 13 23 63
UK 14 22 65
EU-12 18 23 60




TECHNICAL BOX

The European Community Household Panel (ECHP) is a survey that involves annual interviewing of
a representative panel of households and individuals in each country, covering a wide range of topics:
demographics and employment characteristics, income, health, education, housing, etc. The longitudinal
structure of the ECHP makes it possible to follow up and interview the same households and people over
several consecutive years. The survey is based on a harmonised questionnaire, the Community version
of which was drawn up by Eurostat, and subsequently adapted by “national data collection units”
depending on the institutional peculiarities of each country. The first wave of the ECHP was conducted
in 1994, in the then 12 EU Member States. The sample totalled some 60,500 households (about 170,000
individuals) selected randomly. Austria (in 1995) and Finland (in 1996) have joined the project since then.
For a detailed description of the ECHP methodology, see “The European Community Household Panel
(ECHP): Volume 1 - Survey methodology and Implementation”, Theme 3, Series E, Eurostat, OPOCE,
Luxembourg, 1996.

Readers are reminded that survey results are estimates, the accuracy of which, everything being equal,
rests upon the sample size and the observed percentage.

For the purposes of the ECHP, a household is defined in terms of two criteria: sharing the same dwelling;
and common living arrangements. These can include meals taken together or a shared room, and/or a
joint budget, and/or the use of common equipment.

The reference person in the household was decided on the following order of criteria: the head if
economically active; otherwise the head’s spouse or partner if economically active; otherwise the oldest
economically active person. In a household without any economically active person, the head was
automatically selected as the reference person.

The employment intensity of an individual’s household is characterised with respect to the degree of
paid employment as follows:

Full-year/full-time employed households: there is at least one adult member in the household who was
a wage or salary earner on a full-time basis (i.e., 30 hours or more per week) during at least 10 months
during the year.

Part-time/part-year employed households: there is no adult member of the household working full-time,
full-year for a wage or salary, but there is at least one adult member who was in wage or salary
employment on a part-time and/or part-year basis at some time during the year.

Self-employed households: there is no adult member of the household in wage or salary employment,
but there is at least one adult member who was self-employed at some time during the year.

It should be noted that the first group of households can contain some members who work part-time/part-
year and/or who are self-employed during the year; the second group can contain self-employed members.
Working households are those belonging to any of the three groups described above. In workless
households there are no adult members of the household who were either in wage/salary employment
or self-employed at any time during the year. In all cases, adults refer to persons aged 18 and over.

Since income data refer to receipts during the year preceding the interview, that is, 1993, the labour force
characteristics of households also refer to that year, except for the Netherfands. In this country, information
on the labour force situation of households during the year preceding the interview was not asked and
the employment profile characteristics of persons and households relate to a reference week in the year
of the survey (i.e., 1994).




Total net monetary income: this concept covers all monetary market incomes (wages, self-employment
income, investment income, rent received) plus monetary social transfers received, including all types of
pensions plus private transfers received, minus social insurance contributions and income taxes deducted
at source. Some of the components were missing for a number of households and these had to be
imputed. Those 2% of households for which imputation was not possible and no income information was
available, were excluded from the analysis. Imputed rent (i.e., the rent owner-occupiers would have to
pay if they did not own the dwelling they live in) as well as personal income taxes are not taken into
account. For France, all income taxes, including those remitted by households and individuals, are taken
out.

Adjusted income (“per equivalent household member”) is derived by dividing total net monetary
income of the household (see above) by the number of adult equivalents. In particular, the adjusted income
of an individual i who is a member of household j (Wjj), is defined to be:

(1) Wii=Y;/Sj 0.5

where Yjis the value of total net household income, S; is the number of members in household jand 0.5
is the equivalence elasticity. It follows from (1) that all members of the same household have the same
level of “adjusted” household income (Wj). The equivalence scale S '5incorporates diminishing weights
for each additional person in the household and is therefore flatter than both the “modified OECD scale”
(used in the Eurostat “Statistics in Focus” 1997/6: Income Distribution and Poverty in EU12 - 1993) and
the “standard OECD scale”. Like these two latter equivalence scales, it takes an intermediate position
between the measure of per capita household income (where total household income is simply divided
by the number of household members) and the case of no adjustment for household size. The underlying
assumption is that household income is equally shared by its members and that it needs to rise less than
proportionally with the number of household members in order to maintain the same level of adjusted
income. See EUROSTAT, Poverty Statistics in the late 1980s: Research based on micro-data, Theme
3, Series C, OPOCE, Luxembourg, 1994 and OECD, Income Distribution in OECD Countries, Paris, 1995.

It should be noted that Eurostat in its analyses of income and poverty distribution normally uses the
“modified OECD scale”. However, for this Statistics in Focus, written jointly with the OECD, the
equivalence scale Sj "> has been chosen. This was done with a view to maintaining consistency with the
analyses contained in the 1998 OECD Employment QOutlook (forthcoming), for which Eurostat provided
ECHP data applying this scale.

Earnings refer to annual net earnings (net of social security contributions and income taxes deducted at
source) including all overtime payments, paid leave, monthly and annual bonuses, etc. For France,
because of the particular nature of its taxation system, annual earnings are net of social security
contributions deducted at source but not of income taxes. For Tables 8 and 10 therefore, it should be
borne in mind that although income quintiles are based on “net” total income, French earnings are “gross
of income taxes”. This is likely to affect comparisons of French results with those of other countries.




Eurostat -
Directorate E: “Social and regional statistics and geographical
information system”

For further information:
Eric Marlier, tel: (352) 4301-34521

This study was carried out jointly by Eurostat (Eric Marlier)
and the OECD (Laura Bardone and Mark Keese)

.. T ORIGINAL:ENGLISH

_Eurostat:DataShop .
BELGIQUE/BELGIE DANMARK DEUTSCHLAND ESPANA FRANCE [TALIA — Milano
Eurostat Data Shop Danmarks Statistik STATISTISCHES BUNDESAMT - INE INSEE Info Service ISTAT
Bruxelles/Brussel Bibliotek og Information Berlin Eurostat Data Shop Eurostat Data Shop Centro di informazione statistica —
Tel. (32-2) 299 66 66 Eurostat Data Shop information Service Tel. (34-1) 583 91 67 Tel. (33-1)53 1788 44 Sede di Milano
Fax (32-2) 295 01 25 Tel. {45) 39 17 30 30 Eurostat Data Shop Fax (34-1)57971 20 Fax (33-1) 531788 22 Eurostat Data Shop
E-mail: Fax (45) 3917 3003 Tel. (49-30) 232464 27/28 E-mail: datashop.eurostat @ine.es E-mail: Tel. (39-2) 65 95 133/134
Piera.Cakinaghi@eurostat.cec.be E-mail: bib@dst.dk Fax (49-30) 23 24 64 30 datashop @dg75iisa.insee atlas.fr Fax (39-2) 65 30 75
ITALIA — Roma LUXEMBOURG NEDERLAND SVERIGE UNITED KINGDOM USA
ISTAT Eurostat Data Shop Luxembourg STATISTICS NETHERLANDS STATISTICS SWEDEN ONS Sales Office Haver analytics
Centro di informazione statistica — BP 453 L - 2014 Luxembourg Eurostat Data Shop - Library Information service Eurostat Data Shop Eurostat Data Shop
Sede di Roma 4, rue A, Weicker Tel. (31-70) 337 49 00 Eurostat Data Shop Office for national statistics Tel. {1-212) 985 9300
Eurostat Data Shop L~ 2721 Luxembourg Fax {31-70) 337 5984 Tel. (46-8) 783 48 01 Tel. (44-171) 533 5676 Fax (1-212) 986 5857
Tel. (39-6) 46 73 31 05/02 Tel. (352) 43 35 22 51 E-mail: datashop@cbs.ni Fax (46-8) 783 48 99 Fax (44-171) 533 5689 E-mail: eurodata@haver.com
Fax (39-6) 46 73 31 07/01 Fax {352) 433522 221 E-mail: infoservice @scb.se E-mail: gloria.ryan@ons.gov.uk
E-mail: dipdifi @istat.it E-mail: agnesn@ eurostat.datashop.lu
Eurostat homepage http://europa.eu.int/eurostat.html
LT Sy C “Sales offices (EUR-OP) .
BELGIQUE/BELGIE — DANMARK — DEUTSCHLAND — GREECE/ELLADA — FRANCE — IRELAND — A worldwide list of our sales agents is avaitable from the
ITALIA — GRAND-DUCHE DE LUXEMBOURG — NEDERLAND — OSTERREICH — PORTUGAL — Office for Official Publications of the European Communities
SUOMI /FINLAND — SVERIGE — UNITED KINGDOM — ICELAND — NORWAY — SWITZERLAND — 2 rye Mercier — L-2985 Luxembourg
CESKA REPUBLIKA — CYPRUS — MAGYARORSZAG — MALTA — POLSKA — TURKIYE — BALGARIJA — tel. (352) 2929-1 — fax. (352) 2929-42658
HRVATSKA — ROMANIA — SLOVAKIA — SLOVENIA — ISRAEL — RUSSIA — AUSTRALIA — CANADA — Intemet address:

EGYPT — JAPAN — SOUTH AFRICA — UNITED STATES OF AMERICA — MEXICO — KOREAN REPUBLIC http:/feur-op.ev.int/_en/general/s-ad.htm 4/98




