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This Statistics in Focus was carried out jointly by Eurostat and Statistics
Netherlands. Based on data from the European Community Household Panel
(ECHP), it analyses to what extent income poverty persists over several years
and how it is related to social exclusion within the European Union.

The ECHP provides longitudinal data, i.e. data covering the same persons
and households over more years. In this way, it is possible to measure how
living conditions change or persist for the population in question. In this
Statistics in Focus, the situation in 1996 is used as a starting point for looking
back at 1994 and 1995 in order to establish what the persistence of income
poverty was during that period. Hence, the persons who are in persistent
income poverty consist of those who are living in a low-income household
during three years e.g. 1994, 1995 and 1996. The low-income threshold (the
income poverty line) is set to be 60% of the median income.

In 1996, 7% of persons within the European union lived for at least three
consecutive years in a low-income household. This was 42% of the persons
who lived in a low-income household in 1996. The single elderly, single
parents and couples with three or more children have persistent income
poverty rates high above the average. Unemployed and other inactive
persons also have high persistent income poverty rates  (approximately three
times the average).

Persons living in persistent income poverty have a higher risk of being in
social exclusion. They have more often great difficulties in making ends meet
and they are frequently in arrears with regular payments compared to non-
poor. The difference between those in persistent income poverty and those
living in a low-income household in 1996 is not substantial, the major
difference is between persons being in income poverty or not.

3HUVLVWHQF\�RI�LQFRPH�SRYHUW\

$ERXW� ��� PLOOLRQ� SHUVRQV� LQ� WKH� (XURSHDQ� 8QLRQ� OLYH� LQ� SHUVLVWHQW
LQFRPH�SRYHUW\.

In 1996, 7 % of the European Union population lived for at least three
consecutive years in a low-income household. This was more than four out of
every ten of all the 61.1 million persons who lived in a low-income household
in 1996. Across the 12 Member States the persistent income poverty rate
ranged from around 3% in Denmark and the Netherlands to 10% in Greece
and 12% in Portugal. The persistent poverty rates of the other Member States
were more or less equal to the European Union average rate of 7% (see
figure 1).

C  A 
0DQXVFULSW�FRPSOHWHG�RQ������������
,661����������
&DWDORJXH�QXPEHU��&$�1.��������(1�,
3ULFH�LQ�/X[HPERXUJ�SHU�VLQJOH�FRS\
�H[FO��9$7���(85��

��(XURSHDQ�&RPPXQLWLHV������



� 6WDWLVWLFV�LQ�IRFXV — Theme 3 — 13/2000 ————————————————————————— A

0RUH�WKDQ�HYHU\�VHFRQG�SRRU�SHUVRQ�LQ�3RUWXJDO�LV
SHUVLVWHQWO\�SRRU

Looking at all persons living in low-income households,
the share of persistent poor was the highest in Portugal.
Almost 1.2 million persons in Portugal were persistent
poor for at least three consecutive years. This was

about 55% of all poor persons in Portugal in 1996. In
Greece the ratio was 48% (approximately one million
persons). With the exception of Denmark and the
Netherlands, where 25% of the poor population was
persistent income poor, the share in the other Member
States was close to the EU12 average of 42 %.

5LVN� RI� SHUVLVWHQW� LQFRPH� SRYHUW\� LV� UHODWHG� WR
SRYHUW\�UDWHV

In the European Union, Member States which have high
income poverty rates also have high persistent income
poverty rates. Portugal and Greece have the highest

rates and the highest share of persistent income poor,
whereas Denmark and the Netherlands have in both
cases the lowest. The only exception to this rule seems
to be Luxembourg. With a poverty rate equal to that of
Denmark and The Netherlands, its share of persistent
income poor was more than 50% higher.

&KLOGUHQ� DQG� \RXQJ� DGXOWV� DUH� PRUH� RIWHQ
SHUVLVWHQWO\�SRRU

In the European Union, children and young adults* (18-
24 years old) have above average risk of being in
persistent income poverty. Compared to persons in the
productive age group, aged 25-64, they were 50% more
likely to live for at least three consecutive years in a low-
income household. Next to children and young adults,
elderly persons (aged 65 or older) were also above the
average.  Furthermore, as with children, the persistent

income poor make up a relatively large share of the
income poor elderly population. In contrast, the share of
persistent income poor of all income poor was the
lowest among young adults, indicating that in this age
group, there are high dynamics in both in- and outflow
of income poverty. With regard to sex, the persistent
income poverty rate mirrors the overall income poverty
rate; women have a slightly higher persistent income
poverty rate than men (see figure 2).

�5HVXOWV�IRU�\RXQJ�DGXOWV�VKRXOG�EH�WUHDWHG�ZLWK�FDXWLRQ�GXH�WR�XQGHUUHSRUWLQJ�RI�VWXGHQW�LQFRPH�
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x 1,000,000
Persons
   Total 10.1 5.2 80.8 10.2 38.8 57.0 3.6 56.4 0.4 15.2 7.9 9.8 57.5 353.0
   Low income 1.7 0.6 13.1 2.1 7.1 9.1 0.6 10.5 0.05 1.8 1.0 2.1 11.1 61.1

%
Poor 17 12 16 21 18 16 18 19 12 12 13 22 19 17
   Persistent poor 1) 7 3 7 10 8 6 8 8 5 3 12 8 7
   Share of persistent poor
   related to all poor 42 24 41 47 44 40 43 44 44 25 54 39 42
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5LVN� RI� SHUVLVWHQW� LQFRPH� SRYHUW\� LV� VRPHZKDW
0HPEHU�6WDWH�VSHFLILF

The above-mentioned EU higher persistent income
poverty risk for children, young adults and the elderly
was not found in all Member States. For instance, in
Denmark and Greece the persistent income poverty risk
of children is much below the national average.

Similarly, young adults in Luxembourg, Ireland and
Portugal have persistent income poverty risks, which
are significantly below their national average. Although
not as substantial, young adults in the United Kingdom
and Greece were also below average risk. Finally, the
higher risk of persistent income poverty for elderly
people was not found for the Netherlands, Ireland and
Italy.

(PSOR\PHQW�DQG�D�KLJK�OHYHO�RI�HGXFDWLRQ�ORZHU�WKH
ULVN�RI�SHUVLVWHQW�LQFRPH�SRYHUW\

Being a member of a working household greatly
reduces the income poverty risk as well as the
persistent income poverty risk (see table 3). If at least
one person in the household has work as their main
economic activity, then the likelihood of all household
members living at least three consecutive years in
income poverty was 5%. For a member of a retired
household, this was 8%, while for a person living in any
other non-working household (unemployed or inactive)
this was 23% and 21%, respectively. Table 3 shows that
there are noticeable differences between the Member
States as regards the persistence of income poverty of
unemployed and retired people compared to the

average. Hence, unemployed in Denmark are less at
risk, and retired in Germany, Ireland, Italy and the
Netherlands also have below average risk.

In the European Union, the likelihood of a member of a
high level educated household living persistently in a
low-income household was almost one in forty (3%). For
persons living in a middle level educated household this
was one in twenty (5%), while for persons from a low
level educated household this was just above one in
nine (12%). The persistent poverty risk of persons from
a low level educated household was more than 50%
higher than the average. The same pattern of persistent
poverty related to labour market situation and education
level can be seen in all the Member States (see
table 3).

7DEOH����3HUVLVWHQW����SRYHUW\�ULVN�LQGH[�RI�SHUVRQV�E\�LQGLYLGXDO�FKDUDFWHULVWLFV������
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([DPSOH��,Q�WKH�DJH�JURXS����RU�PRUH������OLYHG�LQ�LQFRPH�SRYHUW\�LQ�������ZKHUHDV����OLYHG�LQ�SHUVLVWHQW�LQFRPH�SRYHUW\��%RWK�WKHVH�ILJXUHV�DUH�FORVH�EXW

VOLJKWO\�DERYH�WKH�DYHUDJH�RI�UHVSHFWLYHO\�����DQG����IRU�WKH�WRWDO�(8�SRSXODWLRQ�

B DK D EL E F IRL I L NL P UK EU12 EU12

(100=country specific average persistent poverty risk) %
Sex of individual
   Male 94 93 94 96 95 97 92 94 88 90 90 90 94 7
   Female 109 117 106 110 104 104 106 105 113 109 111 113 107 8
Age of individual
   <18 110 37 123 66 131 122 152 127 132 134 99 148 126 9
   18-24 108 159 164 84 110 140 47 144 36 259 53 74 126 9
   25-34 56 69 92 50 64 65 62 92 79 106 50 75 77 6
   35-44 78 31 87 51 88 83 132 96 55 86 93 74 84 6
   45-54 83 62 100 81 95 72 66 92 85 48 64 58 81 6
   55-64 90 61 64 127 100 125 69 89 121 68 112 51 85 6
   >=65 166 337 96 236 101 104 58 67 149 34 211 148 114 8

���3HUVRQV�ZKR�ZHUH�DOVR�LQ�LQFRPH�SRYHUW\�LQ������DQG�����
6RXUFH��(&+3��������$XVWULD��)LQODQG�DQG�6ZHGHQ�H[FOXGHG��
([DPSOH��,Q�3RUWXJDO��WKH�SHUVLVWHQW�SRYHUW\�UDWH�IRU�HOGHUO\�SHUVRQV��DJHG����RU�PRUH��LV�PRUH�WKHQ�WZLFH��L�H��������WKH�RYHUDOO�SHUVLVWHQW�LQFRPH�SRYHUW\�UDWH�
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3HUVLVWHQW� LQFRPH� SRYHUW\� LV� KLJKHU� IRU� HOGHUO\
VLQJOHV�DQG�VLQJOH�SDUHQW�KRXVHKROGV

Compared to younger persons, the economic situation
of persons aged 65 or older is relatively stable. It is,
therefore, not surprising that elderly singles and, to a
much lesser extent, elderly couples without children
have an above average persistent poverty rate. Next to
the elderly, persons living in a single-parent household
also have an above average persistent income poverty
risk. In 1996, 13% of these persons were persistent
income poor, which is almost twice the average.
Couples with one or two dependent children have lower

than the national average persistent poverty risk in all
countries except one, whereas persons from large
families (couples with 3 or more dependent children)
were around or above the average in 11 of 12 countries
(see table 3).

The observation that single elderly persons, single
parent households and large families have a higher risk
of being persistent income poor was observed for two
thirds of the Member States. In some Member States,
these groups had substantially lower long-term poverty
risk.

3HUVLVWHQW�LQFRPH�SRYHUW\�DQG�VRFLDO�H[FOXVLRQ

3HUVLVWHQW�LQFRPH�SRRU�FRQIURQWHG�PRUH�RIWHQ�ZLWK
ILQDQFLDO�SUREOHPV

In the European Union, persons in persistent income
poverty systematically experience financial difficulties
more often. More than one in five persistent poor in
1996 had difficulties in making ends meet. This was
more than four times higher than for the non-poor as
measured in 1996. Compared with the non-poor
population, the percentage of the persistent income
poor persons who had difficulties in making ends meet

was on a substantially higher level in all the Member
States. The difference between persistent income poor
and non-poor differs from 4 percentage points in
Denmark to above 30 percentage points in Greece.

It is also noticeable that a lower percentage of persons
in persistent poverty in Denmark, Germany and
Luxembourg actually report great difficulties in making
ends meet compared to those who are in income
poverty in 1996. This pattern is repeated in figure 4
except for Germany (see figure 3).

7DEOH����3HUVLVWHQW����SRYHUW\�ULVN�LQGH[�RI�SHUVRQV�E\�KRXVHKROG�FKDUDFWHULVWLFV������
B DK D EL E F IRL I L NL P UK EU12 EU12

Index 100 = country specific average poverty rate %
Labour market situation of the household 
   Working 36 40 88 66 80 66 44 92 86 81 75 51 74 5
   Unemployed 406 47 191 144 232 477 439 339 - 434 137 373 320 23
   Retired 153 307 92 244 129 121 67 57 149 25 243 154 116 8
   Other inactive 464 255 439 126 136 319 372 210 354 343 295 294 285 21

Type of household
   Single <65 82 152 109 69 75 126 154 47 90 234 153 75 93 7
   Single >=65 196 465 136 270 66 155 99 109 215 50 312 203 150 11
   Couple no child <65 67 39 53 76 63 50 47 21 40 27 84 26 42 3
   Couple no child >=65 192 225 64 265 190 86 54 31 193 27 252 137 108 8
   Single parent 136 - 188 105 86 161 234 95 63 189 126 288 180 13
   Couple + 1 dependent child 35 28 37 24 43 46 38 70 116 21 32 45 46 3
   Couple + 2 dependent children 84 - 136 38 97 49 50 77 57 81 88 60 82 6
   Couple + 3 or more dep. children 84 78 121 40 218 162 180 225 177 185 194 146 150 11
   Couple + dep. & non dep. children 102 99 110 90 107 126 69 140 69 124 62 30 111 8
   Other 49 80 126 119 74 107 65 89 125 180 79 68 98 7

Education level of the household 2)

   High 36 31 81 10 17 20 4 13 32 33 4 21 36 3
   Middle 88 90 104 25 55 63 68 46 94 117 21 82 73 5
   Low 174 254 110 185 136 201 163 138 141 144 120 192 163 12

���3HUVRQV�ZKR�ZHUH�DOVR�LQ�LQFRPH�SRYHUW\�LQ������DQG�������$XVWULD��)LQODQG�DQG�6ZHGHQ�H[FOXGHG��
���+LJKHVW�HGXFDWLRQ�OHYHO�RI�KHDG�DQG�RU�SDUWQHU�
6RXUFH��(&+3��������)LQODQG�DQG�6ZHGHQ�H[FOXGHG�

([DPSOH��,Q�WKH�(8��������PRUH�RI�WKH�VLQJOH�HOGHUO\��DJHG����RU�PRUH��OLYH�LQ�SHUVLVWHQW�LQFRPH�SRYHUW\��FRPSDUHG�WR�WKH�WRWDO�SRSXODWLRQ�
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Persons who faced persistent income poverty were also
more often confronted with problems concerning
payment of utility bills, mortgage or rent for their
accommodation compared to non-poor. In 1996, 21% of
them had arrears with repayments, whereas the
average for the non-poor in the European Union was
6%. This pattern was found in all the Member States
with the gap being particularly wide in Ireland and the
United Kingdom.

Comparing figures 3 and 4, it is noticeable that,
whereas a high percentage of poor and persistent poor
persons in Spain and Portugal report problems in
making ends meet, a much lower proportion of the
same populations in the same countries report being in
arrears with payments. For the United Kingdom and
Belgium, the opposite seems to be the case. Whereas
fewer poor persons report great difficulties in making
ends meet, more seem to be in arrears with payments.

/DERXU� PDUNHW� H[FOXVLRQ� DQG� SHUVLVWHQW� LQFRPH
SRYHUW\�UHODWHG�WR�ILQDQFLDO�SUREOHPV

The above-mentioned financial problems for persistent
income poor are worse if they belong to an unemployed
or non-retired inactive household. Compared to non-
poor in similar household situations, they were twice as
likely to have difficulties in making ends meet or to be in
arrears with repayments. In general, the likelihood of
having financial problems varied considerably with the
labour market situation of the household. In 1996, the
probability of facing these financial problems was, for
persons living in an unemployed or non-retired inactive
household, many times above the European Union
average for the total population. On the other hand,

persons from retired and working households had a
below average rate. (see table 4).

Although there is a link between the occurrence of
financial problems in the household and socio-
demographic background characteristics, the main
determining factor appeared to be income. Low-income
persons were much more often faced with difficulties in
making ends meet or in (re)paying scheduled bills than
the rest of the population, especially if they belonged to
single parent households or to families with three or
more children. Furthermore, persons who were in
income poverty for three consecutive years were faced
with financial difficulties even more often than the poor
at large.

)LJXUH����6KDUH�RI�SHUVRQV�ZKRVH�KRXVHKROGV�ZHUH�LQ�DUUHDUV�ZLWK��UH�SD\PHQWV����������

)LJXUH���

)LJXUH����6KDUH�RI�SHUVRQV�ZKRVH�KRXVHKROGV�KDG�JUHDW�GLIILFXOWLHV�LQ�PDNLQJ�HQGV�PHHW������

���3HUVRQV�ZKR�ZHUH�DOVR�LQ�LQFRPH�SRYHUW\�LQ������DQG�������$XVWULD��)LQODQG�DQG�6ZHGHQ�H[FOXGHG�
6RXUFH��(&+3�������������)LQODQG�DQG�6ZHGHQ�H[FOXGHG��
([DPSOH��,Q�WKH�(XURSHDQ�8QLRQ������RI�WKH�SHUVRQV�OLYLQJ�LQ�SHUVLVWHQW� LQFRPH�SRYHUW\�KDG�JUHDW�GLIILFXOWLHV�LQ�PDNLQJ�HQGV�PHHW� LQ�������)RU� WKRVH�ZKR

ZHUH�RQO\�LQ�LQFRPH�SRYHUW\�LQ�������WKLV�ZDV�����DQG�IRU�WKRVH�QRW�WRXFKHG�E\�LQFRPH�SRYHUW\�DW�DOO�LW�ZDV����

0
10
20
30
40
50

B DK D EL E F IRL I L NL A P UK EU13

%

Among non-poor Among poor Among persistent poor1) 

0

10

20
30

40

50

B DK D EL E F IRL I L NL A P UK EU13

%

Among non-poor Among poor Among persistent poor1) 

���3HUVRQV�ZKR�ZHUH�DOVR�LQ�LQFRPH�SRYHUW\�LQ������DQG�������$XVWULD��)LQODQG�DQG�6ZHGHQ�H[FOXGHG��
���8WLOLW\�ELOOV��HOHFWULFLW\��ZDWHU��JDV��DQG�RU�KRXVLQJ�FRVWV��PRUWJDJH�SD\PHQWV�RU�UHQW�IRU�DFFRPPRGDWLRQ��
6RXUFH��(&+3�������������)LQODQG�DQG�6ZHGHQ�H[FOXGHG��
([DPSOH��,Q�WKH�8QLWHG�.LQJGRP������RI�WKH�SHUVRQV�OLYLQJ�LQ�SHUVLVWHQW�LQFRPH�SRYHUW\�ZHUH�LQ�DUUHDUV�ZLWK�SD\PHQWV�RI�WKHLU�XWLOLW\�ELOOV�DQG�RU�KRXVLQJ�FRVWV�LQ

������7KLV�FRPSDUHV�WR�����IRU�WKRVH�OLYLQJ�LQ�LQFRPH�SRYHUW\�LQ������DQG����IRU�WKRVH�QRW�WRXFKHG�E\�LQFRPH�SRYHUW\�DW�DOO�



� 6WDWLVWLFV�LQ�IRFXV — Theme 3 — 13/2000 ————————————————————————— A

$ERXW� ��� PLOOLRQ� SHUVLVWHQW� LQFRPH� SRRU� KDYLQJ
PXOWLSOH�GLVDGYDQWDJHV

Simultaneous examination of 8 non-monetary poverty
indicators focused on three main areas of life (basic
needs, housing and financial situation) showed that
41% of the persons living in persistent income poverty
in the European Union faced multiple disadvantages in
at least two areas (see figure 5). On the other hand,
only 13% of the non-poor population were in a similar
position. Multiple disadvantages rates for persistent
income poor were very high in Portugal and Greece.

More than 60% of the persistent income poor in these
countries had disadvantages in more than one domain.
It is noticeable that in these countries the non-poor also
faced multiple disadvantages relatively often. In general,
the differences in the proportion of people facing
multiple disadvantages across various domains of their
life, between the persistent income poor and non-poor,
existed in all Member States. A relatively large gap, in
this respect, was found in France and Ireland. However,
the gap between persistent income poor and non-poor
was also above the average in Greece, Spain and
Portugal.

)LJXUH����6KDUH�RI�SHUVRQV�ZKRVH�KRXVHKROGV�KDG�PRUH�WKDQ�RQH�GRPDLQ����ZLWK�GLVDGYDQWDJHV������

7DEOH����6KDUH�RI�SHUVRQV� LQ� WKH�(XURSHDQ�8QLRQ�ZKRVH�KRXVHKROGV�KDG� ILQDQFLDO�SUREOHPV�E\� LQGLYLGXDO�DQG�KRXVHKROG
FKDUDFWHULVWLFV������

Total Non-poor 1996 Poor 1996 Total Non-poor 1996 Poor 1996
Total    Persistent Total    Persistent

    poor 1)    poor 1)

%
7RWDO 7 5 18 21 8 6 18 21

Labour market situation of the household
   Working 6 4 16 18 7 6 17 19
   Unemployed 29 23 35 42 27 19 36 43
      Retired 5 3 11 16 3 2 6 9
      Other inactive 20 15 25 27 20 15 24 29

Type of household
   Single <65 10 7 20 23 9 8 14 14
   Single >=65 5 4 9 11 3 2 5 7
   Couple no dependent children  <65 3 2 12 15 4 4 9 10
   Couple no dependent children  >=65 4 2 11 16 3 2 6 8
   Single parent 16 10 27 32 18 12 29 37
   Couple + 1 dependent child 5 4 17 20 7 5 20 25
   Couple + 2 dependent children 6 4 21 20 7 6 19 17
   Couple + 3 or more dep.  children 9 6 18 23 15 9 30 31
   Couple + dep. & non-dep.  children 7 5 19 21 7 5 16 21
   Other 11 8 22 24 9 7 19 29

Great difficulties in making ends meet In arrears with (re)payments 2)  during the past 12 months

���3HUVRQV�ZKR�ZHUH�DOVR�LQ�LQFRPH�SRYHUW\�LQ������DQG�������$XVWULD��)LQODQG�DQG�6ZHGHQ�H[FOXGHG��
���8WLOLW\�ELOOV��HOHFWULFLW\��ZDWHU��JDV��DQG�RU�KRXVLQJ�FRVWV��PRUWJDJH�SD\PHQWV�RU�UHQW�IRU�DFFRPPRGDWLRQ��
6RXUFH��(&+3�������������)LQODQG�DQG�6ZHGHQ�H[FOXGHG��
([DPSOH��:LWKLQ� WKH�(XURSHDQ�8QLRQ�� ���� RI� VLQJOH� SHUVRQV� EHORZ� WKH� DJH� RI� ��� KDG� JUHDW� GLIILFXOWLHV� LQ�PDNLQJ� HQGV�PHHW� DQG� ���ZHUH� LQ� DUUHDUV� ZLWK
SD\PHQWV��,Q�WKH�QRQ�SRRU�SRSXODWLRQ�����DQG����KDG�WKHVH�SUREOHPV��ZKHUHDV�DPRQJ�WKH�LQFRPH�SRRU�DQG�SHUVLVWHQW�LQFRPH�SRRU������DQG�����KDG�JUHDW
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FORWKHV�DQG�RU�KDYLQJ�D�ZHHN
V�KROLGD\�DZD\�IURP�KRPH��DQG����SUREOHPV�ZLWK�WKH�DFFRPRGDWLRQ��ODFN�RI�D�EDWK�VKRZHU�DQG�RU�VKRUWDJH�RI�VSDFH�DQG�RU�SUREOHP�ZLWK
GDPS�LQ�ZDOOV�IORRUV��
6RXUFH��(&+3�������������)LQODQG�DQG�6ZHGHQ�H[FOXGHG��
([DPSOH�� ,Q�)UDQFH�� ����RI� WKRVH� OLYLQJ� LQ� SHUVLVWHQW� LQFRPH� SRYHUW\� DOVR� KDG�PXOWLSOH� GLVDGYDQWDJHV� LQ� WHUPV� RI� ILQDQFLDO� SUREOHPV�� SUREOHPV� LQ� VDWLVI\LQJ� EDVLV

QHFHVVLWLHV�DQG�RU�SUREOHPV�ZLWK�WKH�DFFRPPRGDWLRQ��)RU�WKRVH�OLYLQJ�LQ�LQFRPH�SRYHUW\�LQ�������LW�ZDV������ZKHUHDV�LW�ZDV�RQO\�����ZLWKLQ�WKH�JURXS�RI�QRQ�SRRU�
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7KH� VRXUFH� RI� GDWD� XVHG� LQ� WKLV� 6WDWLVWLFV� LQ� )RFXV� LV� WKH�(XURSHDQ�&RPPXQLW\� +RXVHKROG� 3DQHO� �(&+3��� 7KH� (&+3� LV� D� VXUYH\� EDVHG� RQ� D� VWDQGDUGLVHG
TXHVWLRQQDLUH�� WKDW� LQYROYHV�DQQXDO� LQWHUYLHZLQJ�RI� D� UHSUHVHQWDWLYH�SDQHO� RI�KRXVHKROGV�DQG� LQGLYLGXDOV� LQ�HDFK�(XURSHDQ�8QLRQ�0HPEHU�6WDWH��FRYHULQJ�D�ZLGH
UDQJH�RI� WRSLFV�VXFK�DV� LQFRPH��LQFOXGLQJ�VRFLDO� WUDQVIHUV���KHDOWK��HGXFDWLRQ��KRXVLQJ��GHPRJUDSKLF�DQG�HPSOR\PHQW�FKDUDFWHULVWLFV��DQG�VR�RQ��7KH� ORQJLWXGLQDO
VWUXFWXUH�RI�WKH�(&+3�PDNHV�LW�SRVVLEOH�WR�IROORZ�XS�DQG�LQWHUYLHZ�WKH�VDPH��LQGLYLGXDOV�RYHU�VHYHUDO�FRQVHFXWLYH�\HDUV��7KH�ILUVW�ZDYH�RI�WKH�(&+3�ZDV�FRQGXFWHG
LQ������LQ�WKH�WZHOYH�0HPEHU�6WDWHV�RI�WKH�(XURSHDQ�8QLRQ�DW�WKDW�WLPH��7KH�VXUYH\�ZDV�EDVHG�RQ�D�VDPSOH�RI�VRPH��������KRXVHKROGV��DERXW���������LQGLYLGXDOV��
6LQFH�WKHQ��$XVWULD��LQ�������DQG�)LQODQG��LQ�������KDYH�MRLQHG�WKH�SURMHFW��6ZHGHQ�GRHV�QRW�WDNH�SDUW�

7KH� UHVXOWV� LQ� WKLV� VWXG\� ZHUH� FDOFXODWHG� IURP� WKH� (&+3� ¶XVHUV·� GDWDEDVH·�� ZKLFK� FRQWDLQV� ORQJLWXGLQDO� PLFURGDWD� RQ� KRXVHKROGV� DQG� SHUVRQV� LQWHUYLHZHG�
KDUPRQLVHG�DQG�LQWHUOLQNHG�DV�WKH�YDULRXV�VXUYH\�ZDYHV�DUH�FRPSOHWHG��)RU�PRUH�GHWDLOV�RI�GLUHFW�DFFHVV�WR�(&+3�PLFURGDWD��VHH�µ(&�+RXVHKROG�3DQHO�1HZVOHWWHU
����¶�232&(��/X[HPERXUJ���������7KH�ILJXUHV�DQDO\VHG�LQ� WKLV�VWXG\�DUH�HVWLPDWHV��ZKRVH�SUHFLVLRQ�±�DOO�RWKHU�WKLQJV�EHLQJ�HTXDO�±�GHSHQGV�RQ� WKH�VL]H�RI� WKH
VDPSOH�DQG�WKH�SHUFHQWDJH��7KH\�FRYHU�WKH����0HPEHU�6WDWHV�IRU�ZKLFK�WKH�UHTXLUHG�GDWD�DUH�FXUUHQWO\�DYDLODEOH��DOO�(8�0HPEHU�6WDWHV�H[FHSW�)LQODQG�DQG�6ZHGHQ�
'DWD� IRU�$XVWULD� LV�RQO\�DYDLODEOH� IRU������DQG������DQG�DUH�SURYLVLRQDO��+HQFH��QR� ORQJLWXGLQDO� WDEXODWLRQV�KDYH�EHHQ�PDGH� IRU�$XVWULDQ�GDWD��$OO� UHVXOWV� LQ� WKLV
6WDWLVWLFV� LQ�)RFXV�DUH�EDVHG�RQ�DW� OHDVW����VDPSOH�REVHUYDWLRQV��6HSDUDWH�PHWKRGRORJLFDO�VWXGLHV�RQ� IRU�H[DPSOH�VDPSOH�VL]H�DQG�DWWULWLRQ� UDWHV� IRU� DQDO\VLV� RI
LQFRPH�SRYHUW\�DUH�DYDLODEOH�LQ�(XURVWDW�

(GXFDWLRQ�OHYHO�RI�WKH�KRXVHKROG
,Q�WKH�(&+3��HDFK�SHUVRQ�DJHG����RU�RYHU�LV�DVNHG�WR�VWDWH�WKH�KLJKHVW�OHYHO�RI�HGXFDWLRQ�KH�RU�VKH�KDV�VXFFHVVIXOO\�FRPSOHWHG�

7\SH�RI�WKH�KRXVHKROG
'XULQJ�WKH�(&+3�LQWHUYLHZ��WKH�UHODWLRQVKLS�EHWZHHQ�HDFK�SHUVRQ�DQG�WKH�UHIHUHQFH�SHUVRQ�RI�WKH�KRXVHKROG�LV�HVWDEOLVKHG��%DVHG�RQ�WKLV�UHODWLRQVKLS��DQG�RQ�DJH�
SHUVRQV�DUH�FODVVLILHG� LQWR� WHQ�KRXVHKROG� W\SHV��6LQJOH�SHUVRQV� IDOO� LQWR� WZR�FODVVHV�GHSHQGLQJ�RQ�DJH��VLQJOHV�EHORZ����DQG�VLQJOHV�DJHG����RU� ROGHU��&RXSOHV
ZLWKRXW�FKLOGUHQ�DUH�VLPLODUO\�GLYLGHG�LQWR�WZR�JURXSV�EDVHG�RQ�WKH�DJH�RI�WKH�ROGHVW�SHUVRQ�LQ�WKH�FRXSOH��FRXSOHV�EHORZ����ZLWKRXW�FKLOGUHQ�DQG�FRXSOHV�DJHG����RU
RYHU�ZLWKRXW�FKLOGUHQ��&KLOGUHQ�DUH�ODEHOOHG�GHSHQGHQW�LI�WKHLU�DJH�LV� OHVV�WKDQ�����'HSHQGLQJ�RQ�WKH�QXPEHU�RI�FKLOGUHQ��FRXSOHV�ZLWK�RQO\�GHSHQGHQW�FKLOGUHQ�DUH
FODVVLILHG� DV�� FRXSOHV� ZLWK� RQH� GHSHQGHQW� FKLOG�� FRXSOHV� ZLWK� WZR� GHSHQGHQW� FKLOGUHQ� DQG� FRXSOHV� ZLWK� WKUHH� RU� PRUH� GHSHQGHQW� FKLOGUHQ�� &RXSOHV� ZLWK� ERWK
GHSHQGHQW�DQG�QRQ�GHSHQGHQW�FKLOGUHQ�DUH�WUHDWHG�VHSDUDWHO\��2QH�SDUHQW�KRXVHKROGV�ZLWK�DW�OHDVW�RQH�GHSHQGHQW�FKLOG�DUH�FODVVLILHG�DV�VLQJOH�SDUHQW�KRXVHKROGV�
$OO�KRXVHKROGV�WKDW�IDOO�RXWVLGH�WKH�DERYH�PHQWLRQHG�JURXSV�DUH�ODEHOOHG�RWKHU�KRXVHKROGV�

&KLOGUHQ
&KLOGUHQ�RU�GHSHQGHQW�FKLOGUHQ�DUH�GHILQHG�LQ�WKLV�6WDWLVWLFV�LQ�)RFXV�DV�EHLQJ�XQGHU�WKH�DJH�RI����

/DERXU�PDUNHW�VLWXDWLRQ�RI�WKH�KRXVHKROG
,Q�WKLV�6WDWLVWLFV�LQ�)RFXV�WKH�ODERXU�PDUNHW�VLWXDWLRQ�RI�WKH�KRXVHKROG�ZDV�EDVHG�RQ�D�FRPELQDWLRQ�RI�,/2�PDLQ�DFWLYLW\�VWDWXV�GXULQJ�WKH�FXUUHQW�\HDU�DQG�VHOI�GHILQHG
PDLQ�DFWLYLW\�VWDWXV�RI�DOO�KRXVHKROG�PHPEHUV�DJHG����RU�ROGHU��7KH�IRUPHU�LV�XVHG�WR�GLVWLQJXLVK�EHWZHHQ�ZRUNLQJ��XQHPSOR\HG�DQG�LQDFWLYH�KRXVHKROGV��7KH�ODWWHU
LV�XVHG�WR�PDNH�D�GLVWLQFWLRQ�EHWZHHQ�UHWLUHG�DQG�RWKHU�LQDFWLYH�KRXVHKROGV��7KLV�OHDGV�WR�WKH�IROORZLQJ�FDWHJRULHV�

• :RUNLQJ��LI�D�KRXVHKROG�KDV�DW�OHDVW�RQH�PHPEHU�ZKR�LV�ZRUNLQJ�

• 8QHPSOR\HG��LI�D�KRXVHKROG�KDV�QR�ZRUNLQJ�PHPEHUV�DQG�DW�OHDVW�RQH�PHPEHU�LV�XQHPSOR\HG�

• 5HWLUHG��LI�D�KRXVHKROG�KDV�QR�ZRUNLQJ�RU�XQHPSOR\HG�PHPEHUV�DQG�DW�OHDVW�RQH�PHPEHU�LV�UHWLUHG�

• 2WKHU�LQDFWLYH��LI�D�KRXVHKROG�KDV�QR�ZRUNLQJ��XQHPSOR\HG�RU�UHWLUHG�PHPEHUV�

6HOI�GHILQHG�DFWLYLW\�VWDWXV
'XULQJ�WKH�(&+3�LQWHUYLHZV��DOO�SHUVRQV�DJHG����RU�PRUH�DUH�DVNHG�WR�VWDWH�IRU�HDFK�PRQWK�RI�WKH�SUHYLRXV�\HDU�WKHLU�PDLQ�DFWLYLW\��)URP�WKLV�µFDOHQGDU�RI�DFWLYLWLHV¶
WKH�PRVW�IUHTXHQW�DFWLYLW\�RI�D�SHUVRQ�LV�GHILQHG��SULRULW\�LV�JLYHQ�WR�DFWLYLW\�RYHU�LQDFWLYLW\�DQG�WR�ZRUN�RYHU�QRQ�ZRUN���&RQWUDU\�WR�WKH�µ,/2�PDLQ�DFWLYLW\¶�GHILQLWLRQ��WKH
PRVW�IUHTXHQW�DFWLYLW\�LV�µVHOI�GHILQHG¶�DQG�QRW�FRQVWUXFWHG�

,QFRPH
7RWDO�KRXVHKROG�LQFRPH�LV�WDNHQ�WR�EH�DOO�WKH�QHW�PRQHWDU\�LQFRPH�UHFHLYHG�E\�WKH�KRXVHKROG�DQG�LWV�PHPEHUV�DW�WKH�WLPH�RI�WKH�LQWHUYLHZ��������GXULQJ�WKH�VXUYH\
UHIHUHQFH�\HDU���������7KLV�LQFOXGHV�LQFRPH�IURP�ZRUN��HPSOR\PHQW�DQG�VHOI�HPSOR\PHQW���SULYDWH�LQFRPH��IURP�LQYHVWPHQWV��SURSHUW\�DQG�SULYDWH�WUDQVIHUV�WR�WKH
KRXVHKROG���SHQVLRQV�DQG�RWKHU�VRFLDO� WUDQVIHUV�GLUHFWO\� UHFHLYHG��1R�DFFRXQW�KDV�EHHQ� WDNHQ� RI� LQGLUHFW� VRFLDO� WUDQVIHUV� �VXFK�DV� WKH� UHLPEXUVHPHQW� RI�PHGLFDO
H[SHQVHV��� UHFHLSWV� LQ� NLQG� DQG� LPSXWHG� UHQW� IRU� RZQHU�RFFXSLHG� DFFRPPRGDWLRQ�� $V� WKH� ZHLJKW� RI� WKHVH� LQFRPH� FRPSRQHQWV�PD\� EH� GLIIHUHQW� LQ� WKH� GLIIHUHQW
FRXQWULHV��IXOO�FRPSDUDELOLW\�RI�LQFRPH�VWDWLVWLFV�LV�KDPSHUHG�

(TXLYDOLVHG�LQFRPH
,Q�RUGHU�WR�WDNH�LQWR�DFFRXQW�GLIIHUHQFHV�LQ�KRXVHKROG�VL]H�DQG�FRPSRVLWLRQ�LQ�WKH�FRPSDULVRQ�RI�LQFRPH�OHYHOV��WKH�DPRXQWV�JLYHQ�KHUH�DUH�SHU� ³HTXLYDOHQW�DGXOW´�
7KH�KRXVHKROG¶V�WRWDO�LQFRPH�LV�GLYLGHG�E\�LWV�µHTXLYDOHQW�VL]H¶��XVLQJ�WKH�PRGLILHG�2(&'�HTXLYDOHQFH�VFDOH��7KLV�VFDOH�JLYHV�D�ZHLJKW�RI�����WR�WKH�ILUVW�DGXOW������WR
WKH�VHFRQG�DQG�HDFK�VXEVHTXHQW�SHUVRQ�DJHG����DQG�RYHU��DQG�����WR�HDFK�FKLOG�DJHG�XQGHU����LQ�WKH�KRXVHKROG�

,QFRPH�SRYHUW\
7KH�LQFRPH�SRYHUW\�OLQH��RU�ORZ�LQFRPH�WKUHVKROG��LV�VHW�DW�����RI�WKH�PHGLDQ�HTXLYDOLVHG�LQFRPH�SHU�SHUVRQ�LQ�HDFK�0HPEHU�6WDWH��7KH�PHGLDQ�LQFRPH�LV�D�UREXVW
PHDVXUH�DV� LW� LV�QRW�DIIHFWHG�E\�H[WUHPH�YDOXHV�RI� WKH� LQFRPH�GLVWULEXWLRQ�DQG� OHVV�DIIHFWHG�E\�VDPSOLQJ� IOXFWXDWLRQV��7KH�����FXW�RII�SRLQW� LV�FKRVHQ�DV�D�PDLQ
UHIHUHQFH�SRLQW��ZKLOH�PRUH�SRLQWV�ZHUH�XVHG�LQ�WKH�DQDO\VHV�WR�FKHFN�WKH�UREXVWQHVV�RI�WKH�UHVXOWV�

3HUVLVWHQW�LQFRPH�SRYHUW\
,Q�WKLV�6WDWLVWLFV�LQ�)RFXV��WKH�SHUVRQV�OLYLQJ�LQ�SHUVLVWHQW�LQFRPH�SRYHUW\�DUH�WKRVH�ZKR�ZHUH�LQ�LQFRPH�SRYHUW\�LQ������DQG�HTXDOO\�LQ������DQG�������7KH�SHUVLVWHQW
SRYHUW\�UDWH�LV�GHILQHG�DV�WKH�SHUFHQWDJH�RI�WKH��ZHLJKWHG��VDPSOH�SRSXODWLRQ�LQ�WKH������ZDYH�RI�WKH�(&+3�WKDW�ZDV�LQFRPH�SRRU�LQ�WKUHH�FRQVHFXWLYH�\HDUV��L�H��
������ �����DQG������� ,W� GRHV�QRW� WDNH� LQWR� DFFRXQW� WKH� LQIORZ�RI� QHZ� SDQHO�PHPEHUV�� KRZHYHU��$� IUDFWLRQ� RI� WKHVH� ±�ZKR�ZHUH� SRRU� LQ� �����EXW� IRU�ZKRP�QR
LQIRUPDWLRQ�RQ�SRYHUW\�VWDWXV�LV�DYDLODEOH�IRU������DQG������±�PD\�KDYH�EHHQ�SHUVLVWHQWO\�SRRU��+RZHYHU��SDQHO�LQIORZ�LV�SDUWO\�GXH�WR�LPPLJUDWLRQ�DQG�ELUWK��$OORZLQJ
IRU�WKDW�DQG�DVVXPLQJ�WKH�SHUVLVWHQW�SRYHUW\�UDWH�RI�WKH�UHPDLQLQJ�SDQHO�LQIORZ��L�H���SDQHO�UHIUHVKPHQW��WR�EH�HTXDO�WR�WKDW�RI�WKH�RULJLQDO�SDQHO�PHPEHUV��LW�FDQ�EH
VKRZQ�WKDW�WKH�SHUVLVWHQW�SRYHUW\�UDWH�LV�XQGHUHVWLPDWHG�E\�OHVV�WKDQ���SHUFHQWDJH�SRLQW�ZKLFK�GRHV�QRW�DIIHFW�WKH�PDLQ�FRQFOXVLRQV�

6RFLDO�H[FOXVLRQ
6RFLDO�H[FOXVLRQ�LV�DQDO\VHG�DV�WKH�OLQN�EHWZHHQ�ORZ�LQFRPH��DFWLYLW\�VWDWXV�DQG�GLVDGYDQWDJHV�UHJDUGLQJ�PRQHWDU\�DQG�QRQ�PRQHWDU\�DVSHFWV�RI�OLIH��7KH�DSSURDFK
IRU�DQDO\VLQJ�VRFLDO�H[FOXVLRQ�ZDV�VHW�XS�E\�(XURVWDW�7DVN�)RUFH�ZRUNLQJ�GXULQJ�VSULQJ�������)XUWKHU�PHWKRGRORJLFDO�GRFXPHQWDWLRQ�IRU� WKH�DSSURDFK�LV�DYDLODEOH
IURP�(XURVWDW�
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