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Given the multidimensional nature of poverty, current income is a key element but 
other economic attainments also have an effect on the level of social exclusion an 
individual faces. In such a framework the term “income poverty” refers to input 
elements as a lack of resources, while the term “deprivation” refers to outcome 
elements as poor living conditions. Individuals with the same resources may suffer 
different deprivation levels, mainly due to the effects of accumulated resources, 
employment status, educational level, health conditions, housing tenure and social 
benefits. Income alone may measure just one dimension, albeit an important one, of 
poverty experienced by an individual. From a policy point of view, a range of 
information rather than a single indicator such as income should be considered in 
order to identify those suffering from social exclusion.
After deriving an index of a lifestyle concept of multiple deprivation, based on 
thirteen non-monetary indicators, this paper analyses the socio-economic determinants 
of it in Europe. It aims to make two contributions.
The first contribution is to show the longitudinal relationship between socio-economic 
endowments and deprivation in eleven European countries. Exploiting the 
longitudinal nature of the European Community Household Panel (ECHP), random 
and fixed effects models are estimated, separately for each country, in order to 
quantify the role of the current and lagged socio-economic determinants in explaining 
deprivation. 
The second contribution is to explore the reasons of the deprivation gaps across 
countries. A decomposition of the gaps highlights the main reasons for the 
differentials across Europe in terms of differences in characteristics and returns. This 
quantifies the potential contribution of each socio-economic factor, as well as income, 
to closing the gap confirming the peculiarity of the Southern countries. On the one 
hand, in the South the achievement of higher education, better housing tenure and 
income itself are more successful in reducing the deprivation differential. On the other 
hand, the effects of the family structure contribute to determine such a deprivation 
gap.
In order to test the sensitivity of the main results we replicated our analyses using a 
new individual measure of deprivation developed by Bossert et al. (2006). Such an 
axiomatic index results to be strictly correlated with that used in our analyses and a 
comparison of the main results confirms the robustness of our finding.

It is clear that measures of income poverty and deprivation summarize dissimilar 
phenomena and identify different subjects as being at risk of low living standards. 
They show the relative inability of income to explain the multidimensional nature of 
poverty and the need for complementary indicators, useful also for the definition of 
the eligibility criteria of the beneficiaries of public policies. 

                                                
1 ISER - University of Essex and DI.S.E.FIN. - University of Genova. Email: ffigar@essex.ac.uk



2

As expected, the Southern countries show higher average deprivation levels than other 
countries but the main patterns are common: the deprivation level decreases over time
and the income poorest individuals are not always the worst-off in terms of 
deprivation, although these findings cannot be interpreted as a success in eradicating 
deprivation but they depend on a number of technical and economic reasons.
From a policy point of view, some useful indications emerge from the results.
First, they imply that, in order to fight social exclusion, income policies should 
consider that changes in income and deprivation do not strictly coincide and lagged 
income has a larger effect than current income. Moreover the income sources, and not 
only the amount, make a difference. This is in part due to the different phenomena,
and their timing, captured by income and deprivation measures and it support policies 
in favour of individuals in long term poverty status rather than those suffer from short 
fluctuation of their own income.
Second, moving into and out of the labour market is important both for the head of 
household and other members. Employment status also has a significant delayed 
effect, although it is weaker than that of income. Also controlling for the fact that 
individuals with a job have higher income, employment is a protection against low 
living standards and it confirms the potential validity of in-work policies.
Third, home ownership (with or without an outstanding mortgage) has an important 
impact on deprivation, capturing the effects of different current housing costs and 
asset formation: it should encourage any action to increment the capacity of 
individuals to own their home by fiscal and financial policies to have access to 
mortgage.
Finally, the inverse relationship between age and deprivation and the effect of 
receiving old-age benefits show the peculiarity of the behaviours of old people that, 
ceteris paribus, seem to be less vulnerable than other categories. On the contrary, lone 
parents should always be considered as a primary focus of concern.
Given such a snapshot, the decomposition of the deprivation gaps between countries 
allows us to show that part of such gaps is due to a general worse socio-economic 
condition in each country than in Denmark that is the benchmark of our analysis. 
However the same socio-economic factors have much more differentiated effects 
across Europe highlighting, in some countries, space for the implementation of new 
policies. Moreover a relevant part of the deprivation gap is attributable to a fixed 
country effect revealing the peculiarity of some countries.
In particular, the Southern countries confirm their nature of residual welfare systems 
within the Europe showing that the reasons of a big part of the deprivation gap are not 
captured by the common model. In such countries increases in income (except in 
Italy), achievement of higher education and home ownership have a positive effect in 
reducing the deprivation gap with other countries. In Spain, Portugal and Greece 
participation in the job market of household members helps to reduce the differential 
as well. Despite the traditional role played by the family, the effects of a change in its 
structure (in terms of number of adults, children and lone parent status) contribute to 
determine such a deprivation gap.
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