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Abstract

In work-poverty has become a pressing social issterape The seHemployedremain relatively
uncharted terrain in this contéXith about 15 percent of Eymean workers in sefnploymenthis group

can no longer be ignored, especially sineengglbyment is on the rise in many countries, particularl
ownraccount selémploynent. Drawing on ESILC datathis paper provides a systematic mapping
exercise of poverty and living standards among teenpddiyed in the European Union.

We find that the seéfmployed in Europe generally face significagtigrhincome poverty risksan
contracted workersooking in more detail at the drivers of income poverty among #m@mselyed we
find that in addition to loweeportedearningdpwer overall workntensity at the household level appears
to be an imprtant driver

However, \hile income poverty levels are quite significant among temgklfed, material deprivation

rates are generally mimer The discrepantgtween income poverty measures and material deprivation
measureis muchargerfor theselfemployedhanit isfor employeeOne possible explanation is that
seltemployed can more often draw on assets accumulated over the life cycle or on business assets they
control.

The selemployed constitute very mixed segment of the workf@ned withingroup inequd is quite
significant. One group emerges as being particulsidk at poverty are owraccount workers,
substantiating worries about the righisfform ofselfemployment.

While the paper offers extensilescriptive anaigand some tentative dapations, an important and
sizable research agenda remains.

JEL codes:132, 138, J21, J2P26

Keywords In-work poverty, Material Deprivation, $stfployment, Europe
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Infroduction

In work-poverty has become a pressing sesia in Europe. There is a good deal of research on poverty
among contracted workers, including people irtipertor temporary employmefitoremans, 2017;
Lohmann & Marx, 2018)

There is one important segment of the workforce about whom relatively little still is known: the self
employed. Yet with about 15gent of all European workers in-sgifploynent, this group can no longer

be ignored, especially sinceemlbloyment is on the rise in many countries, particulargcoaumnt self
employmentDrawing on EUSILC data for a large set of European cosntiis papeprovides a first
systematimgoping exercise gobverty and living standards among theesgifoyed in Europe.

This paper integrates the existing researsal@mploymentvith the research on-work povertyThis

is important because nhuaf the existing research on entreprenguestd selemployment focusem
individualgCarter, 2011)argely ignorintpe householdontext However, for analyzingwork poverty
this is of the essende additionto inadequate earnings, low (household)}wtaksity and a high number
of dependents relative to earners are key mechanisms resulting inrvi@kepawverty riskéCrettaz,
2013; Marx & Nolan, 2018o we need to consider these factors.

The paper proceeds as follows. The first part reviews researgfodngoverty and itsnown drivers.

Then we discuss the renewedndibn for selemployed workers in academic research, highlighting that
the selemployed are a mixed segment of the work force. Next we discuss measutetatatsues
when studying the poverty among teE-esnployed. Using EBILC data we then pnde a first
descriptive overview of poverty and material deprivation amongé¢nepdeyfed. The subsequent sections
explore:4) the distinct profile of sedimployed,5) the relevance of pattiar inwork poverty drivers for
seltemployed workers, ar)) the overlp of income poverty and material deprivation measures.

1! in-work poverty

Academic research onwork poverty in Europe emerged around the late (/99@% & Verbist, 1998;
Nolan & Marx, 2000Much of this wasriden by concerns about lpaid employment, which was
perceived to be on the rise. By now it is atalbkshed that low pay anahiark poverty are clearly distinct
phenomengéMaitre, Nolan, &/helan, 2012; Marx & Nolan, 2014w earnings obviously contribute to
in-work poverty but household composition and swusgasity at the househdébel as well as taxes and
transfers should be taken into account as well. Key is the compositwaldfiowsehold income package
(Andress & Lohmann, 2008; Fraser, GutiZrrez, &Gasas, 2011; Horemans, 208k & Nolan, 2014)
As a consequence, various labour market institutions ahgalies matt¢Brady, Fullerton, & Cross,
2010; bhmann, 2009)

The complexity of #vork poverty as phenomenon derives in partitrbeing a hybrid concdppbhmann

& Marx, 2018)Alternative approaches and different operational choices may result in substantial differences
in the magnitude and structure ofviork poverty(for Europe, see: Ponthiew2010; for the US, see:
Thiede, Lichter, & Sanders, 20Es)cusing on Europe, this paper builds on the commonly accepted



European indicators to measure income poaedymaterial deprivation (for a more detailed discussion
see below).

While inwork poverty has multiple causes by definition, much attention has been going to the individual
labour market situation as one of the key drivers. Increases in (involuntang wark, temporary work

and selemployment have caused concerns regardiggkiipoverty(Cretaz, 2013; Herman, 2014; Marx,
Horemans, Marchal, Van Rie, & Corluy, 2R&5earch has been looking at tempenapjoymenfVan

Lancker, 2012, 201&)d partime employmer{Horemans, Marx, & Nolan, 2016; OECD, 2@%0)o0

key forms of noistandard employment. Research shows thasémgthents typically face higher poverty
risks than permanent workers withtiolle contracts. The selnployed have been largely ignored in the
academic debaf€rettaz, 2013Hence, as a starting point to study poverty among teenpédiyed, we

can draw on the lessons learned from the research on these other typesiofaahwork.

Why do partime andeémporary workers face increased poverty risks? This is naheasitgd as usually
several mechanisms operate simultanéblosgmans, 2017} is often assumed that a lack of work, a pay
penalty, or a combination of both factors lagemain elements. These factors do play a substantial role.
Cleary, low wages and a less than full realisation of oneOs working time potential results in lower annual
earnings and more difficulties to make ends meet. Furthermore, low individualeséraingesause of

low working hours or a low wage, are espegrallyematic when nestandard workers belong to a
household where overall wamkensity is loHoremans, 2017; Van Lancker, 200f&refore, if we want

to study the poverty risk of sethployed, we need to look at two sides of the samEoelitaz, 2013)

First, we need to take the seddmnographic prié characteristics of the samifiployed into account.
Second, we need to examine whether sewerknpovertymechanisms are particularly relevant for self
employed.

2! Arenaissance of self-employment?

This section presents an overview of some key digtiteednd figures on sethployment and the various
reasons why people work aseeiployed. We show thatstdifficult to approach the selhployed as a
homogeneous group. Several considerations exist for workers to beeonpdoyelfl and their @mames

may differ substantially. While -gatiployment has been shown to be on a rise in recent years, we argue
that this evolution is limited to a particular type ofesgiloyment: owaccount workers, who tend to

have lower earnings and higher levetscofme volatility. Hence, we may expect that especially solo self
employed workers face particular high pypvieks across Europe. Yet, as we will show in the next section,
the relationship between low individual earnings and poverty is far frotfostvaigh

I



2.1! Some facts and figures on self-employment

Basically, seéfimployed jobs are jobs ones where rematime is directly dependent upon profits, and
where incumbents make operational decisions or are responsible for the welfare of the e&@prise (O
2000) Conen, Schippers, and Buschoff (2@diBless a Orenaissance eésgdfoymentO in recent years.
Througlout the twentieth century sethployment gradually decreaB&hchflower (2000fpor example,
shows that between 1966 and 199@sglbyment fell in most OECD countries, except in Iceland, New
Zealand, Portugal and the UK. Yet in recent years the declinenmpé®jiment hasagnated and it has
even increased in some countries.

Indeed, looking at figure 1, we see that on averaparhefsselémployment in Europe remained around
14.5 percent the past twenty years. Figures for Europe, however, mask substantiafignesation

as shown by figure 2. In several countries, namely Cyprus, Portugal, Iceland, Croatia, Lntpaignia, Hu
Switzerland, Poland, Romania, Bulgaria, Ireland, Italy, and Grescplegthent decreased with about 2
percentage points or more betw2@00 and 2015. In Slovenia, Czech Republic, the UK, the Netherlands,
and Slovakia, s&mployment went up laypout two percentage points or more in the same period. In the
UK, the growth in seémployment is linked to both structural and cyclical esaumording t®'Acry

and Gardiner (2014pne struatral element in the UK story is postponement of retirement though self
employment, often in pdiime jobs. Furthermore, the economic crisis pusi@e people in self
employment jobf'Acry & Gardiner, 2014)

Figure 1. Evolution of the self-employment rate in the EU-15 and EU-27, 1995-2005 persons
aged 20-64
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Figure 2. Self-employment rate 2015 and evolution of the self-employment rate 2000(2)-2015,
Europe, persons aged 20-64
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Note: (a) data for Malta was only available for 2002.

Source: Eurostat: EU-LFS.

The seHemployment te varied in 2015 between 6.5 percent in Norway and 30 percent in Greece (figure
2). This substantial variation in-setiployment rates across countries holds even when controlling for the
sectoral composition of the econdfgrrini, 2005)A largeagricultural sector @iigh levels of regional
unemployment are likely to increase the share-efrggiyment. However, ean Es and van Vuuren
(2011)ndicate, changes in industrial compositiomaes an effect, bubhnecessarily in all countries in

the same way. Sodoltural trends and policies to fostera@ployment have been in particular relevant

in the Netherland@losten, Vlasblom, & Vrooman 2014; Mevissen & Vaedgr2011; van Es & van

Vuuren, 2011)Since employment decisions are shaped by ever changing institutional contexts, various
institutons, including legal regulations, industrial relations systems, taxation systems, as well as social
policies can eith©pull® or OpushO individuals-etepseyimentfor a recent review article, see: Dawson

& Henley, 2012; Hipp, Bernhardt, & Allmendingd R0

2.2! Why do people become self-employed?

Risk taking behaviour and financial rethave traditionally been a cahélements in economic models
predictingransitions to semployment as well as the earnings and thedemeagraphic profile the self
employedSimoesCrespo, & Moreira, 2016 vesque and Minniti (200@y example, argue that the age

profile of people making a transition to-egiployment depends on theerplaywith wealth, ability and
riskaversionThe potential future income gain the long run are for obvious reasons higher for younger
workers. Furthermore, people who do not yet have children are usually less risk averse. Yet, in empirical
work an inverse4shaped age profile is tydicébund for the seémployed since prinaged people have

the experience to succesfully manage a bussiness as well as the financial backup tq $akeéseetisk
al.,2016)

Whether selémployment really mais a question that remain somewhat unclear. The empirical evidence
regarding the actual financial advantages of becomimgdelfed is limite(Astebro & Chen, 2014;
Hamilton, 2000)Matchng and learning models claim that entnejrs enter on chance (MacDonald,



1988). As a consequence, many entrepreneurs with few abilities can cause averages earnings to be lowe
compared to employee earnings. On the other hand, with only the suceessingreve would expect

average earnings increase with tenure. Yet, the-egiployed typically have a flatter earriergse

profile than employeéastebro & Chen, 2014)nderreporting of income is cglement that may explain

the earnings défence between employees anésgifoyed and the flat lfiene earnings profile of the
latter(Astebro & Chen, 2014urthermore, part of the (financial) gainssoaretimes be made through

the company oresult from past savingsarter (2011Yor example, argues that whiles®lployed are

often found to face an earnimpmnalty, several studies indicate tHag¢rsglloyed are wealthier and have

higher levels of household assets.

Non-pecuniary reasonan play an important role for some to becomersglioyed as welutonomy

and working time flexibilityObeing your avibossOcontributes to a greater jobisfaction among the
seltemployed in general and some groups in par{gubrez & Sindé€antorna, 2014; Hamilton, 2000)

For example, older workers who switcselfemployment have been shown to éass, but declare a

higher quality of lif(Kautonen, Kilbler, & Minniti, 201 Hurthermore, some employees may delilyeratel
switch to a semployed status as atpert towards the end of their career to ease the transition to
retirement. Older people typically have more human, financial and social capital to make the switch to self
employment successful§imoes et al., 2016pr women noffinancial incentives, including traditional

gender role patterns and difficulties combining work and care play a more important role, whereas for men
financial incentives are more impor{@dwson, Henley, & Ligille, 2009; Georgellis & Wall, 2005)

An important difference existsthe profile ofriskakersO who look for unique market opportunities and
those who engage in saifiployment activities oot OnecessifRBynolds, Camp, Bygrave, Aidlay,

2002) For someaworkersseltemployment is the only available option because they have few chances to
find a standard job, like low skilpEtsonsor people with a migrant backgro@dddersson & Wadesjs,

2004; Joona, 2009; Sanders & Nee,. 11986t simply thaalllower skillegppersondecome entrepreneurs

out of necessity and a lack of other optiomak and Wager (20103how for Germanyret, Dawson

et al. (2009)o indicte that the reasefor becoming seémployedresocially stratified in the UK. Their
results show that for the higher educate@sglfoyment offers independence and financial reward, as well
as better workg conditions. Fdhelower educated, theaibe of selemployment is more likely to arise

from a lack of alternative employment opporturfDias/son et al., 2009)

The choice to beconselfemployectan also banherent tca particulaprofessional choi¢&urofound,
2010; Hatfield, 20159yor some sedmployedobs strong regulations exi€ine may neec particular
licence to perform independent activitiée lawyers or doctor®ther jobs i@ not (yet) regulated or
deliberately deregulated to stimulate private ssttemployment growttCraft workers, traders or
farmers who often operate in a family busaresalso by tradition selihployedDawson et al. (2009)
for example, shofer the UK that one ifive sefemployed stathat the nature of the occupation is why
they work as seimployed and about seven percent joined a family business.

Taken as a whole, there is little evidence to speak of a real renaissaaoglmysetint across Europe.

However, as should be clearkimpw the selemployed are not a homogeneous category. On the contrary,

Arum and MYller (2004: 20)ue seémployment to baincreasingly heterogeneous activity with growth occurri
in professiemainagerial and unskilled occupations as opposed to tradibasadskteolognaéitie

reasns why people become satiployed can be highly diverse and multiple factors play a role. OPushO and
OpullO factors to-saiployment and entrepreneurship are more ambiguous than often assumed and are not
restricted to finandiaonsiderationDawson & Henley, 201Adding even more complexity, note that

different groups may prioritiaéher elements that eithushes or pulls them to sethploymen¢Simoes

et al., 2016)



Severascholars claim to observe an increase in the numbers of the Ofosetféthplilged. Theyave

long remained under the radar as a social issue as they have, as independent workers, obviously difficulties
to raise collective voi@onen et al., 2016; Eurofound, 20A@yowing share of the selhployed operate

in the grey area of ovatcoumt selfemployment, whileffectively being dependent on just one company

(OECD, 2000, 2015¥mployers may OpushO employees in QinvoluntaryO orebplagitestio avoid

costs and operate more efficiently in fast changing n{iaisnen et al., 201@thers stress the non
pecuniabenefits of being indepesrd workergBruton, Ketchen, & Ireland, 2013; Fields & Pfeffermann,

2003) rendering lower earnings as an acceptableoffaBarthermorea substantial share of workers

combine selémployment with a regular j¢olta, Delmar, & Wennberd1®; Solesvik, 2017)

Figure 3. Evolution of the share of self-employed persons without employees among the self-
employed, EU-15 and EU-27, 1995-2005, persons aged 20-64
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Figure 4. Share of self-employed persons without employees in 2015 and the evolution of the
share of self-employed persons without employees among the self-employed 2000(2)-2015,
Europe, persons aged 20-64
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Nofte: (a) data for Malta was only available for 2002.
Source: Eurostat: EU-LFS.

From figure 3 and 4 we clearly see thagsgifoyed without employees, or @meaunt workersO, have
become a vast majority among theesefiloyed, ranging from 51.4 percent in Hungary, up tce88st p

in Romania. It is this group in particular that has been growing in most European countries. As with other
forms of nonstandard employmeinistitutional contexincluding tax incentives, employment protection
legislation, the share miblic sear employment, product market regulations (PMRiffelitthe share

and the specific profile of the salfiployedBaumann & BrSndle, 2012; OECD, 2000; Torrini,.2005)
Romin, Congregado, and Millfn (2GdBexample, show that a higher unemployment rate is associated
with more Olast resortO or Onecessityfi@atient, whereas entrepreneurshigmsglfioyment is higher

in tighter labour market

In sum, drawing on the literature on the reasons to beceeraelfed, there isare to it than a simple

dichotomy between on the one handesalbloyed entrepreneurs out of choice and on the other hand own
account workers effectively pushed intbesalloyment. Contemporary sefiployment should be
understood in the context of broader societal changes where technological advances change the traditional
standard employment relationship between employezmpluyeesyet a key distinction can bedmaa

between sekmployed persons with or without employees. It is this latter group for whom concerns are
being raised regarding their social and income sii{&tharze Buschoff & Schmidt, 2009; Westerveld,

2012) According tdHerman (2014)wn-account workers and unpaid family workers in particular can be
considered OvulnerableO wir@usse they are more likely to face volatile earnings and are more likely to
have become safmployed due to a lack of other options.



3! Concepts, measurement and data

3.1 Who is self-employed and who is poor?

In the literature on iwork poverty, various agaictes have been used to measure the coffdapt

2008; Crettaz, 2011; Ponthieux, 2010; Thiede et aI.,'IZﬁHK}iwork atrisk of povertyf) indicator
published by EurostéBardone & Guio, 2008 now commonly used in Europe. People are considered
atrisk of pverty when their annual equivalised household disposable income is below 60% of the national
median(Dennis & Guio, 2008)ndividuals are considered to bexdikO when they declare to have been
OemployedO for more than half the imeéenence perioaf one year. This definition ofwork poverty

puts relatively much weight on overall householdinterisity as a driving fac{darx & Nolan, 2014;
Ponthieux, 2010Note that the most precarious workers, those with volatitearginal labour market
attachment during the income reference period, are not in@uetdz2011) On the other hand, as
periods of not working (up to five months) are allowed to be consideveckOijris possible that 4n
work poverty can be, at least partially, seen as an unemploymen{idedleleia, Ekbrand, & Bengtsson,
2015)

The commonly used @iork atrisk of povertyO indicator draws osJLC data, which fsemain source

of information formonitoringsocial exclusion and inequalfititurope. The reference population includes

all private households and their current members residing in the territory of the countries at the time of data
collection. All householdembers are surveyed, but only those aged 16 and more are in{Ewiestat
2010)EU-SILC data collectidfollows a uniform framework with shared guidelines and procedures as well

as common concepts and classifications aimed at maximigagabdity of the dafgurostat, 2011)

Even withacommon framework, the comparability of the data across casmiigserfectfor a detailled

overview of problems with comparability, see: Lohmann, 2011; van Oorschot, 2013; Van Rie & Marx, 2011,
Verma & Betti, 2011)

'BCDBEFEGHBCFIJDCFHKBLMNFQRHIHKS PEIbHBIEAE TDBGHHDKBOFKLVLDKB/+;0BDSILPGHDMNDBINGHDWB5CLIBINGHDBULP
FVB!W"BEFBEHRIBUHEY B"W&BEFBGMRBFECDYBCFIJDCFHKBODOQDYBGUDKB!%BGMKBFPDYBGMKB"W$BEFBDGNCBNCLHKWB5CDBY
ODOQDYBFVBECDBCFIIJDCFHKZ B NHNCI) YRS KM B/



Figure 5. At-risk of poverty rate among the self-employed and the difference with the poverty
risk of employees, 2015
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Note : self-employed include self-employed with or without employees and family workers.
Source: Eurostat: EU-SILC_[ilc_li04].

Figure5 shows the atsk of poverty t@ of seHfemployed people and the difference in the poverty risk
between employees and-satployed drawing on Eurostat figures. We see thatisiealtpoverty rates

of the seHemployed vary considerably across geurdrom about 8 percent in CzeBepublic and

Hungary to more than 30 percent in Portugal, Estonia, and with Romania as an outlier. Looking at the
relative position of setinployed vis-vis employees, it is clear that the former face a higher pisierty r

in almost all countries. Henaehigher share of sethployment results, ceteris paribus, in a higiverkn

poverty rate in gene(ake also: Herman, 20 Hpm figure 1 we also see thatountries with higher-at

risk d poverty rates for sedimployed, the difference between employees and-#magelfed are larger

as well.

3.1.1! The self-employed poor: a genuine income problem or an income measurement
problem?

For the selemployed parti¢ar problems exist when surveynd analysing income d@arostat, 2014;
Verma & Betti, 2011Accounting practices and tax regulations often make it difficult-éangkiyed to
provide an accuratdiegation in surveys like thosedis® EU SILC of their personal as opposed to their
(incorporated) business income, which are often inte&vumnaddition, the sefmployed tend to be less
likely to respond to income surveys. Their income varisblesbgected to higher levelstem non
response as well as undgorting (Astebro & Chen, 20B4)Additional problems arise when -self
employment is a secondary activity for empldfzerestat, 2014)Because of the specific problems
associated with income data for-aelployed, we will also look at another indicator of poverty in this
paper, naely Omaterial deprivationO.

Materal deprivation (MD) is often adopted complementary to-tigk aif (income) poverty (AROP) in
Europe(Fusco, Guio, & MarlieR011) Both the income bas@ROP and the MD approach take Peter
TownsendOs (1979: 31) notion of poverty as a starting point in that the poeschages@seriously
below those commanded by the average individual or family that they ecg,enatfded from ordinary

BMB+3=2;BJEBIMHFRODMEBLMNFODBGHJFBLMNHIKDJB\<GHID B FEBWHBHERNECENBUBVE Y
$BFYBGBOFYDBKDEGLHDKBFPDY PLYIXEFMBDBOOBHE

D [HFRDKBLMNB2,Z2BJBIDBOGBGMKBSDERBRB_#"!!"



living patternsgcustoms and activitiesO. The main difference between AROP and MD is that the former
focusses on one key resource, namely income. Deprivation indicators are another way to identify the poor
by focussing on partiar items people can afford the¢ needed to participate in society. However, little
consensus exists as to which items should be included §Gdiwtet al., 2016; Nolan & Whelan, 2010)

In this paper we draw on the measurement MD as adopted by the European Commission and the member
states in 20Q%uio, 2009)Someone is considered materially deprived when living in a household that lacks

3 out of 9 itents

Overall, the overlap between AROP and MD has been shown to benfedysée for example: Hick,

2015b; Nolan & Whelan, 2011; Perry, 20B@h measures are clearly associated, but the relationship is
Oneither monotonic nor lin¢auSco et al., 2011: 149D tends to be more influenced by long run drivers,

like low education, health problems. It is also more linked to household needs and factors that influence
spendig power, like tenure cost.

MD and AROP hve similar underlying risk factors, but apparently this is less so amorgntipéogefd.

They typically show a high AROP rates, but relatively low MFreges et al2011; Hick, 20153015h)

SevS and Larsson (20diw for Sweden that sethployed tend to have a higher AROP compared to
employees, while the degree of MD does iffet dignifcantly between both grou@milarly Hick
(2015ayhows for the UK that the selinployed have a higher income poverty risk, whereas their material
and noamaterial living standard does aygpear inféor to that of employees. Seffployed even tend to

face lower MD compared to employees in some coufuiEs et al., 2018evS and Larsson (2015)
indicate that seimployed people who are income poor tend to have on average a higher living standard
than poor employees in Sweden. This confirms the re&rislbbiry (199%ho arges that income data
represent a poor indicator of actual living standards among-¢énepdeyfed. We will test this claim more

in detail in the following section, but we first discuss how to cope with the heterogeneous nature of the self
empbyed when axpting EUSILC data.

3.1.2! Self-employment and poverty: coping with heterogeneity

Recall that the sedfmployed are far from a homogeneous group (Supfajtunately little information
on the specific type of selinployment or the reason why peapbrk as sieemployed is available in EU
SILC. However, to some extent we can distinguish between different typesnugfle®gdd. Three
approaches can be adopted.

To make a distinction between-setiployed persons and employees, the most simple radthfudlov

the Eurostat approach to define peoplv@kO (see above) and then look at peopleOs current status in
employment. With E$ILC data we can make a further distinction between employeesplegkd
persons with employees,-satiployed psons withouemployees, and family workers. A second method

is to take the setfeclared activity status during all of the twelve months of the income reference period
into account. Sefmployed persons and employees are then defined as such whetatbdy thes

“/B_!‘BGVVFYKBFIVEBIXW\/IIGHBC(ENGEYFEB)BCFODbB_#MDC{NBIIK:[DMJDJbB_$‘BGPFLKBGYYDGWIBWIKEHI}B.ERBQLHHJBFYBCLYE
[IYNCGJDBLMJEGHODMEJ bB_%"BGVVFYKBGBODGHBXLECBODGEZBNCLNaDMZBVLIJCBFYBPDUDEGY LIFBBCEIFRGBDMEBDPDYRBJ
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been working only as either-setiployed or as an employee, leaving a rest category of peopkQint

who combined employment situations during the past twelve months. These first two approaches also allow
an additional distinction eten partime and fultime seHemployed persons (see appendix 1). A third
method is to look at income sources. Workers can, during the reference year, receive income from self
employment, as an employee, or both. Appendix 1 provides an overvieangbtisgion bthe working

population by employment status when adopting these different approaches.

3.1.3! Control variables and models

In the next part of this paper we will first look at the poverty risks facing-émepdeyfed, as compared

to employees. Whdn turn tathe question of why between both groups face different poverty risks. We

do so by looking at the particular profile characteristics of both employeesesnplaeattl people.
Subsequently we estimate a series of logistic regression macteig preark atrisk of poverty (AROP)

and inwork material deprivation (MD). By controlling for other factors, we examine whether particular
profile characteristics explain the poverty differences between employees anéntpéoyself
Furthermore, byntroducinginteractions between westatus (sekmployed or employee) with various
individual, household and job characteristics, we gauge whether panvoukapaverty mechanisms

work differently for the seéimployed as compared to employeaslyl e foas on the overlap between

income poverty and material deprivation. In the various models, we take individual level characteristics into
account, including sex (2 categories: male or female), education level (3 categories: low, middle, and high
skilled), ag (3 categories: [28], [3649], and [5®4]). We also control for family characteristics, like the
children (4 categories: no children, 1, 2, or >2 children), family type (3 categories: single, couple, other), and
work intensity of other heeghold memlye (continuous between 0 and 1), and job characteristics, including

low earnings (2 categories: yes or no), own work intensity (continuous between 0 and 1), and occupation (6
categories: based on ISCG®codes.

3.2! A first description of the landscape

In this section we first examine theisit of poverty rates (AROP) and material deprivation (MD) rates of
seltemployed people in Europe as compared to employees. Tables 1 to 6 show the AROP and MD rates
of workers by employment status as weikasignificace levels of the differences based on conservatively
calculated confidence inter@sedemZ, 2013 ubsequently, we look at the mémrel correlations as

well as micréevel overlaps between AROP and MD

3.2.1! Placing some first dots on the map: AROP and MD among employees and the self-
employed

Table 1 distinguishes between the poverty risks of paid employemplegtd persons with employees,
seltemployed persons without employees, and family workers. This approach is based on the current
employment status of workers. Coniing earlier rearch, we see that the type ofesmiployment matters

(Whelan et al., 2008ekemployed persons without employees have sighjfibayiter AROP ates

compared to sefmployed people with employees in more than half of the countries included. Family
workers tend to face a particularly high AROP rates. However, given the low number of family workers in
many countries (see appendixvé)should bébughtful about significance. Looking at MD in table 2, we

see that the picture changes drastically. Now employees are generally not less likely to be MD compared to

'B=3;/ BB!BfB#"B?GMGUDYJBB @YFVDJILFMGHJZB 8B EENGEDBIGWIBGMREMGHJIZB %"B ;HDYLNGHB 3I[[FYEBeFYaDYJZB &"B3DYPLN
eFYaDYJZB'ZB(B#)MHDKB:UYLNIHEIYGHZB6FYDJEYRBGMKB6LIJCDYRZB;YGVEBGMKB7DHGEDKB5YGKDJZBfB@HGMEBGMKB?GNCLM
""~"B+HDODMEGYRB/NNI[GELFMJIBfEDYBIKB6FYN
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selfemployed. Yet again, satfiployed persons with employees face lewsds of MD comared to both
employees and selfnployed people without employees. Hence, theesoriomic position of the self
employed clearly differs by whether or not they employ additional workers themselves, which is obviously
more common in sucksful businesses

Table 1. At-risk of poverty rate among workers, by current employment status, individuals
aged 18-64, 2014

Employee Self-employed (a) Self-employed (b) (c) Family (d) (e) ()
with employee Without employee worker
AT 6,3 7.1 171 o o 253 *)
BE 3.7 12,9 o 13,9 e 29,4 o (*) (*)
BG 8.8 1.5 ok 18,1 o o 26,7 *
CcY 7.8 2,7 o 2.0 * 55
Ciz 2.9 5.0 7.5 o 15,9
DE 8.6 14,3 * 23,7 o o 57,9 o o *
DK 3.9 (-) (-) 17,2 o
EE 9.9 25,4 o 35.4 ok (*) 62,6 * *
EL 8.5 12.2 23,6 — - 338 wkk Rk
ES 10,1 19.1 o 26,6 o o 31,2 *
Fl 2.2 6,7 o 15,8 ok ok 16,3 (*)
FR 6.4 16,5 21,0 ok 46,3 o * *
HR 4,8 12,4 * 15,3 o 23,9
HU 6,3 2,2 o 9.2 o 14,4
IE 3.6 9.3 * 14,7 ok *) 30,5 o * *
IS 3.4 12,5 o 18,7 o (-)
IT 8.5 14,8 o 21,6 o o 17,0 o
LT 7.6 9.7 16,2 o 24,0 *)
LU 10,1 23,7 * 24,0 o 47,7 *
LV 70 7.8 23,1 — - 65.4 wkk Rk
MT 4,7 8.1 16,6 o * 9.7
NL 4,3 12,8 * 11,1 o 7.8
N 3.8 (-) 12,7 o 20,7
(©)
PL 70 6,5 27.4 — - 33.4 )
PT 7.9 33.6 ok 30,0 ok 26,6 (*)
RO 6,4 15.3 57,2 ok ok 60,7 R
SE 6,6 14,0 o 23.4 e * (-)
S| 4,4 15.3 - 25,4 — o 433 - ok *)
SK 4,3 17,2 o 12,7 ok (-)
UK 7.1 17,7 o 20,1 o (-)

Note: *** p <0.001; ** p <0.01; * p < 0.1; (*) p < 0.5: significance t-test difference in poverty rates between (a)
employees and self-employed with employee; (b) employees and self-employed without employee; (c) self-
employed with employee and self-employed without employee; (d) employee and family worker; (e) self-employed
with employees and family workers; and (f) self-employed without employees and family workers.

Source: EU-SILC 2014, own calculations.



Table 2. Material deprivation among workers, by current employment status, individuals aged
18-64, 2014

Self-employed Self-employed
Employee (a) (b) (<) Family worker (d) (e) (f)
with employee without employee

AT 6,3 3.5 (*) 4,1 (*) 50
BE 6,3 0.9 ok 3.9 * o 3.5
BG 32,4 8.4 o 33,6 o 29,4 (*)
CY 30,7 44,5 * 41,3 o 62,1 *
Cz 11,9 4,0 ok 8.3 ex (-)
DE 7.4 3.1 o 7.4 * 15,9
DK 3.9 (-) (-) 0.9 ok
EE 11,5 0.3 ok 8.0 (*) (-)
EL 278 16,9 — 36,9 Rk e 498 wRE ek ok
ES 12,1 7.9 * 12,5 * 17.9
Fl 3.8 1.5 o 4,4 o 2.4
FR 8.5 4,5 12,0 (*) 4,7 (*)
HR 25,8 14,3 ok 25,5 * 55,8 = =
HU 33.6 8.8 ok 16,3 R Rk 19.2 *
IE 13.7 3.9 o 12,8 o 14,4
N 3.6 6,7 2.7 (-)
T 17.3 9.3 o 19.9 (*) = 151 (*)
LT 17.3 9.4 (*) 17.4 20,5
LU 4,0 0.7 ok 3,6 (-)
Lv 26,2 6,9 o 28,8 o 29.8 (*)
MT 14,1 11,6 11,0 17.5
NL 57 2,3 * 4,7 (-)
NO 1.9 (-) 1.9 9.9
PL 15,8 4,7 o 17.6 ok 18,0 ok
PT 19.3 13.0 * 21,8 * 15,0
RO 299 13.3 — 59.6 Rk e 60.5 Bk kk
SE 1.8 0.9 1.8 (-)
S 12,7 4,7 o 12,0 o 10,8
SK 151 2.3 o 11.8 * o (-)
UK 9.7 1.9 Ak 9.7 Ak (-)

Note: *** p <0.001; ** p <0.01; * p <0.1; (*) p < 0.5: significance t-test difference in poverty rates between (a)
employees and self-employed with employee; (b) employees and self-employed without employee; (c) self-
employed with employee and self-employed without employee; (d) employee and family worker; (e) self-employed
with employees and family workers; and (f) self-employed without employees and family workers.

Source: EU-SILC 2014, own calculations.

The second possibility to distinguish among themsplbyed is to use the information on thedeslfared

most important empjonent status during each month of the income reference period. The number of
months worked in a iain status is highly relevant in the context-abnk poverty asloremans and

Marx (2013show for partime workers. Overall, tables 3 and 4 confirm that employebgiduals
declared to have been wngkonly as an employee during the income reference pegibétter off when
looking at AROP, while this is not the case for MD. In most countriesahendi# in MD is not significant



between employees and-saitployed. In fact, in Austria, Belgiudzech Republic, Estonia, Malta,
Hungary, Ireland, Luxembourg, and Slovakia, MD is lower fempdtlyed. Conversely, in Cyprus,
Greece, Poland, and Ronaagrinployees are less likely to be materially deprived. The picture becomes even
more diverse whdnoking at workers who combine employment statuses during the income reference
period. While this again involves a small share of the workforce (see &ppénddes indicate strong
variable patterns across Europe.

Table 3. At-risk of poverty rate among workers, by self-declared main employment status
during income reference period, individuals aged 18-64, 2014

Only employee Only self-employed (a) Combination (b) (c)
AT 6,3 12,9 e 28,6 *
BE 3.5 16,8 ok 3.6 o
BG 8.7 20,5 ok 26,3
CY 7.7 8.4 8.5
Cz 2,8 7.3 e 10.4
DE 8.6 19.0 o 29.4 *
DK 3.7 19.9 o 1,7 Ak
EE 9.7 30,5 ok 35,3 *
EL 8.5 23,7 e 3.2 ok
ES 9.9 24,5 o 6,2 o
Fl 2.1 13.3 o 1.7 o
FR 6,4 19.4 e 8.9
HR 4,8 14,6 ok 6,6
HU 6,4 7.1 1,7
IE 3.9 14,0 e (-)
IS 3.7 12,0 o 24,3 o (*)
T 8.7 19.7 o 12,1
LT 7.6 16,7 o 12,5
LU 10,2 23,2 ok 33,9
LV 7.1 32,7 ok 18.3 *
MT 4,7 14,2 Ak 7.1
NL 4,1 13.0 e 13.9
NO 4,7 11,5 e 23.4 *
PL 7.2 21,4 e 15,9 o (*)
PT 7.9 31,2 o 17.4 Ak *
RO 6,3 57,2 ok 32,8 (*)
SE 6,7 20,7 o 1.1
S 4,0 25,9 o 13.1 * o
SK 4,3 13.8 o (-)
UK 7.3 19.5 o 7.0 o

Note: *** p <0.001; ** p <0.01; * p <0.1; (*) p < 0.5: significance t-test difference in poverty rates between (a)
employees and self-employed; (b) employees and combination; and (c) self-employed and combination.

Source: EU-SILC 2014, own calculations.
|
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Table 4. Material deprivation among workers, by self-declared main employment status
during income reference period, individuals aged 18-64, 2014

Only employee Only self-employed (a) Combination (b) (c)

5B 'Z%B $Z8 i B 1$7B B B
8+B 'Z%B $7B i B &ZB B B
89B $#HZB #*Z7)B B '%ZB iB iB
>B $'zB %N$ED i B $*ZB B B
JAB 1Z) B (Z'B i B %!ZB i B i B
0+B (2B 'Z&B B 1%Z78 B B
01B %ZB &ZB B ~-'B B B
+iB 11Z&B &ZBo i B 'Z)B B B
+B #)Z2"B $%B i B &Z8 i B i B
+3B #Z"B Nz&B B *Z*B B B
68 $z8 $Z% B )Z*B i'B i'B
678 )Z(B "Z'B B %*ZB i'B i'B
47B #&ZB #'7'8 i'B #)Z2)B B B
4, B $$ZB 1$7*B i B #12"B B B
=B 1$Z(B *Z'"B i B %&Bp _i'B iB
=B $ZB #HZB B )Z*B B B
=B (Z'B I'Z#B B 18728 B B
238 (298 1&7!1B B 798 i B _iB
2,B $ZB 1Z*B _iB #Z'B B _iB
2B #2748 #(Z'B B (2)B B B
?5B 1%ZB 11Z$B B 18728 B B
2B &ZB &ZBo B )Z'B B B
J B #HZB 1288 B ~-'B B B
@B 1&72°8 #17"B i B Nnz*B _iB i B
@B 1*Z$B *Z#B B 1$7*B B B
7/ B #2728 &((Z@ i B %IZB B B
348 1Z)B 1Z(B B B

B B
3B #Z'B Nz&B B Nz98
31B 1&Z'B "Z"B i B 1$788 ® ®
1B *Z(B VZHB B 1$2'B ® ®

B B

Note: *** p <0.001; ** p <0.01; * p <0.1; (*) p < 0.5: significance t-test difference in poverty rates between (a)
employees and self-employed; (b) employees and combination; and (c) self-employed and combination.

Source: EU-SILC 2014, own calculations.
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The third approach to defining the-gssifployed is based on the income salungeg the income reference

period. Note that compared to the second approach, a substantial share of the workforce tends to combine
seltemployment and employee activitiesiduhie income reference period (appendix A1.2 and A1.3). To
study the Ohybridtepreneurs(@olta et al., 2010; Solesvik, 20hbse who combine both statuses, the

third approach is probably better. Yet, the drawback-81EUdata remaitisat we do not know whether
selfemployment and employee income was recemalthseously, or consecutively. Overall, table 5 and

table 6 are in line with the previous findings. Interestingly, workers who combine employee earnings and
income from sedmployment also face a lower AROP compared to thengatbyed in most countsie

When comparing strict employees with workers that combine income sources we find little difference in
most countries. In some countries, combining income sources tendgpartimilarly effective strategy

to avoid poverty, like in Bulgaria, CzechuRlep Croatia, Hungary, ltaly, Lithuania, and Portugal.
Conversely, in Iceland, Norway, Poland and Sweden employees are better off from a poverty perspective
than those combimg income sources. For MD we find again that the differences betwemplge

and employees are less pronounced and far less uniform across countries. In several countries employees
face a higher MD rate, while in, Cyprus, Greece, and Romaniaecimplegid have higher MD rates
compared to employees. Those combining incaimeesaend to be less likely to be materially deprived
compared to strict employees. In some countries they are also less likely to be MD compared to the strictly
seltemployed.

I
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Table 5. At-risk of poverty rate among workers, by income source during the reference
period, individuals aged 18-64, 2014

Only employee

Only self-employed

Combination

(b)

AT
BE
BG
CYy
CI
DE
DK
EE
EL
ES
Fl

UK

63
3.5
9.2
7.9
2,9
7.2
4,0
2.1
8.6
2.9
2,5
6,4
4,8
6,5
3,6
3.7
2.0
8,2
10,2
7,2
4,6
4.1
4,4
7.3
7.8
5,6
57
4,3
4,2
6,0

13,6
14,8
16,8
8.9
7.1
17,7
15,4
43,5
22,9
26,2
14,3
23,6
14,5
59
12,6
19.1
20,7
14,7
21,3
29,4
13,6
9.6
10,6
20,2
18,5
57,7
27,9
26,4
8.5
16,9

6,4
1.6
2,7
52
0,7
7.7
4,0
10,9
52
2.8
3.0
5,9
2,1
3.9
2,4
7,2
6,2
2,1
13,0
2.1
7.0
8.0
6,7
12,4
4,2
8.8
10,6
3,6

7.7

*k

(*)

*%

*k

*k

Note: *** p <0.001; ** p <0.01; * p <0.1; (*) p < 0.5: significance t-test difference in poverty rates between (a)
employees and self-employed; (b) employees and combination; and (c) self-employed and combination.

Source: EU-SILC 2014, own calculations.



Table 6. Material deprivation among workers, by income source during the reference period,
individuals aged 18-64, 2014, 2014

Employee Self-employed (a) Combination (b) (c)
AT 6,4 4,2 (*) 2,5 o
BE 6,4 3.0 o 1.0 ok
BG 33,1 26,7 * 22,9 Ak
CY 30,7 43,4 ok 30,8 o
Cz 12,0 7.3 ok 8.8
DE 7.3 4,8 * 52
DK 4,4 1.0 ok 3.0 *
EE 10,5 13.3 9.6
EL 28,1 34,6 o 20,7 o
ES 12,2 10,9 8.1 *
Fl 3.8 4,5 2,2 * *
FR 8.8 9.4 8,7
HR 25,9 21,0 (*) 20,7
HU 34,6 13.3 o 13,9 o
IE 13,7 9.5 * 2,1 Ak *
N 3,5 2,6 3.8
T 17.9 16,1 14,4 *
LT 17,7 14,2 11,6 o
LU 3.9 2,4 2,6
Lv 26,3 25,4 17,0 (*)
MT 14,2 10,2 * 1.7
NL 57 4,9 4,4
NO 2,2 1.3 1.0 (*)
PL 16,7 15,0 * 15,7
PT 19.6 16,1 8.3 ok *
RO 30,0 59,6 ok 45,0 (*)
SE 1.7 1.4 0.2 Ak
S 12,5 11,3 12,8
SK 15,1 10,1 * 12,0
UK 9.5 8.7 50 *

Note: *** p <0.001; ** p <0.01; * p <0.1; (*) p < 0.5: significance t-test difference in poverty rates between (a)
employees and self-employed; (b) employees and combination; and (c) self-employed and combination.

Source: EU-SILC 2014, own calculations.

In sum, his first helicopter perspectleads to mixed conclusions as regard theemmomic position

of selfemployed. Employees have a lower AROP compareddmpti/ed, whereas for MD the evidence

is far from uniform and depends on the defimiaf selfemployment adopted. In most countries, MD

does not differ significantly by employment status. Consistent across all three approacheglthedelf

have lower MD rates in Austria, Belgium, Czech Republic, Croatia, Hungary, Irelanckianioh Skbweat

countries, Cyprus, Greece and Romania, thenggibyed face particularly high MD rates, espasally
seltemployed workers without employees or unpaid family workers. In these countries, substantial shares
of the working population live sabsistence agricultfeazer & Marlie2010) Overall, the results are
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consistent with earlier evidence suggesting that wkhdlenglelfed face an increased income poverty risk,
they are not necessarily more likely to b¢34DS & arsson, 2015)

Two additional remarks are in order. First, the figures above do not make a distinction bétween full
and partime employment. Appendix Al.2 and A.1.4 show that theénpadeHemployed make out a
relatively small segment of toéal workforce across Europe. Yet, among themsployed they do
represent a substantial share. Appendix 2 further shows the AROP and MD rates of both employees and
the seHemployed by working time. While working-piané tends to be associated wighar AROP and

MD rates among employees, this is not necessarily the case amammpdoyel. Second, note that the
AROP and MD rates tells us little about the depth of poveeyetivenedialPAROPgapas well as the
average number of items lacking may provide a more nuanced picture. The dalcotatésl as éh
difference between the medetuivalised disposable incavheeople below thAROP threshold and
AROPthreshold, expressed as a percentage &ROP threshold. In other words, a higher AROP gap
indicates that income poverty is motesexe. From appendix 3 we see that, adopting the income based
seltemployment definition as used in tables 5 and 6, the depth of poverty is more problematic for the self
employedyith the exception of Cyprus and Iceland. Hence, not only-dmgétfyedace a higher AROP,

among the income poor the s&tiployment are typically at the lowest end of the income distribution. This
picture also comes about when looking more closely at the overall earnings distributieemploysdlf

are clearly concentrdigt the bottom of the earnings distribu@ppendix 5).

3.2.2! Connecting some dots: The overlap between AROP and MD

We now know that the share of poor-eeiployed as well as the relative position of thensplbyed
compared to employees differs bypineety indicator that is used. We now turn to the overlap between
AROP and MD among the selhployed. Marking workers' employment status by income source, we see
that for employees a positive correlation at the country level exists between AROPigae&)DHr

the selemployed, however, no such relationship is found (figure 7). In other words, MD and AROP clearly
measure something different amongesefiloyed. For the Ohybrid® group combining employee and self
employment income no correlation ¥easd either (r=0.012; figure not shown). When looking at the
current employment situation to mark out theesefiloyed, the positive correlation only remains among
employees (0.327). Figures 8 and 9 confirm that femgetfyed, both with and withermnplgees, no
positive correlation between AROP and MD rates exist at the country level.
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Figure 6. Correlation AROP and MD among employees (only income as employee),

individuals aged 18-64, 2014 (r=0.367)
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GE/LJaBFVB[FPDYERBYGED

Figure 7. Correlation AROP and MD among the self-employed (only income from self-
employment), individuals aged 18-64, 2014 (r=0.060)
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Note: Romania is not included as an extreme case that influenced overall correlation level. Including it gives a

correlation of r=0.480.

Source: EU-SILC 2014, own calculations.
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Figure 8. Correlation of AROP and MD among self-employment persons with employees,
individuals aged 18-64, 2014 (r=-1"#$%
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Note: Excluding CY and PT, apparently influential points, does not alter the correlation (r=-0.277).

Source: EU-SILC 2014, own calculations.

Figure 9. Correlation of AROP and MD among self-employment persons without employees,
individuals aged 18-44, 2014 (r=-1"!'$ )
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Note: Romania is not included as an extreme case that influenced overall correlation level. Including it gives a
correlation of r=0.456.

Source: EU-SILC 2014, own calculations.

So far we have looked avwhAROP and MD correlatg the country level. What is the overlap at the
individual level? Looking at MD among workers who are AROP usirdemetaata, we see that the in
most countries the overlap between both statuses is rather limited (tadnen@)péor employees are
more likely to face MD compared to income pocesgtioyed. When looking at the same byegsifted
current activity status, the overlap between AROP and MD is again especially low -smmhayeelf
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with employees. Overallesie findings are in lin&h country case studies claiming that income poverty is
a worse predictor of living standards among thersplbyedBradbury, 1997; SevS & Larsson, 2015)

Table 7. Share of MD among workers AROP, individuals aged 18-64, Europe 2014

Income based definition Self-reported current activity status
Self-employed Self-employed
Employee Self-employed Employee
with employees without employees

AT 25.2 20.9 24.6 35.1 17.4
BE 40.7 9.4 39.9 0.0 12.8
BG 76.5 74.6 76.9 58.8 79.0
CY 56.9 76.7 58.6 77.0 79.0
Cz 43.1 16.5 42.5 0.0 20.0
DE 32.0 12.6 28.9 11.8 17.3
DK 30.2 0.0 26.2 (-) (-)
EE 25.9 18.6 31.1 0.0 13.6
EL 80.4 67.4 80.4 44.6 71.5
ES 41.1 22.6 41.5 16.0 24.9
Fl 12.3 10.7 10.1 8.8 13.4
FR 37.4 16.1 37.7 0.0 23.4
HR 66.7 32.3 66.0 17.0 39.2
HU 79.6 49.8 79.5 18.8 48.9
IE 31.1 23.6 31.3 18.3 29.5
N 13.3 3.6 15.2 34.0 4.8
T 51.1 36.9 50.6 23.8 41.8
LT 43.2 31.7 43.7 6.4 45.2
LU 12.6 4.4 12.9 3.1 8.1
LV 53.8 41.6 54.4 16.1 38.6
MT 39.1 16.5 38.8 14.9 18.9
NL 37.8 11.9 38.6 11.9 12.9
NO 13.9 3.4 10.9 (-) 9.3
PL 45.4 30.4 46.9 8.7 34.0
PT 51.6 35.6 51.2 29.4 33.7
RO 60.0 72.3 55.4 35.5 71.7
SE 9.1 4.9 9.3 6.1 6.8
S 37.4 20.1 35.4 9.6 23.2
SK 45.2 10.9 44.6 0.0 15.5
UK 29.2 14.8 28.8 6.9 13.8

Source: EU-SILC 2014, own calculations.



4 The profile of the self-employed: An explanation for their
higher poverty risk?

Wenow turn to the socidemographic and so@conomic profile of theelfemployed. Tables 8 and 9

give an overview te profile of the seémployed, broken down by the income approach and by-the self
declared current status. Profile characteristics may provide a first indication efnvpipgetf in general,

and owraccount seémployed in particular, face an iasee poverty risk. Yet, as AROP and MD is
typically predicted by similar individual and stmiwographic characteristics, the specific profile -of self
employed probably explains little as to whesglfyed face high AROP, but not a higher MD. However,
income poverty is typically more strongly related to characteristics that pick up current income volatility
more strongly.

The selemployed are on average lower skilled compared to employees, while people combining employee
and selemployment earningsdaselfemployed with employees are more often high skilled (table 8). As
skiltlevel predicts earnings capacity, it mdgiexphy selemployed face an increased poverty risk. Low
education is also a predictor of a higher risk of material dep(ivation et al., 201Hence, a relative
overrepresentation of the low skilled among thessglioyed will, ceteris paribus, result in higher
comparative MD rates as well. tiet is at odds with the stylised facts presented above. However, a cohort
effect may contribute to a better understardfitiye puzzle. Seéimployed are typically older and elderly

tend to be less skilled on average. At the same time, older pedplbaeadnore assets, reducing their
exposure to MD.

In general, women have a weaker labour market attachment and tesiéildsgy positions. However,

their inwork AROP rates tend to be lower as their additional income often helps to lift the overall
household income package above the povertyPexeCasas & Ghailani, 201Because the self
employed are more likely to be men, their increased poverty risk can be associated with rabm specialisat
resulting in lower overall household income compared to dual earner hodsebseligsnployed spend

much time in their busisg and work more hours, less opportunities exist for their partner to engage in the
labour market when caring responsésilare demanding. Hence, the gendered naturecohgeyment

in combination with other family characteristics may contribnggrtimcreased poverty risk. The gendered

nature of work may thus help to explain whyesgiloyment is not necessaribbgmatic from a material
deprivation perspective as well. Precisely because men can specialise and create successful business th
employ other people, their overall wealth accumulation, partially through their business, may lead to a higher
living standa and at the same time less incentives for spouses to work. The latter then explains the
increased AROP rate because overall hddsebrkintensity is lower. This is in effect the picture that

arises from tables 8 and 9.

Households with dependent clelditend to be more exposed to poverty because needs are higher, other
things equal. Yet the presence of children differs littleebeén®loyees and the ®eifployed across
Europe. If anything, the selinployed tend to have more children. On the odret, lihe seémployed

are less often single adult families.

Among the selémployed, those without employees tend to have a loikentensity compared to self

employed with employees. ®etiployed with employees tend to have a higheintenisity, g less likely

to have low earnings as they typically hold in managerial or professional occupations, and they live in a
household wh a higher worintensity. In other words, selhployed with employees show profile
characteristics that are particulaspurable to be better protected against AROP and MD.



In sum, what we learn from this section is that individual as well asldalsehoteristics provide a first
explanation of why the selihployed face increased poverty risks across Europe ovihilgoseworthy
differences exist across countries in the profile characteristics (see appendix 4), the basic picture drawn in
this setion holds in most countries. The share of low earners amongehegp®mted is especially striking.
But they also terid live in households with lower work intensity, especially wittonking partners, if
there is any. This may explain whyeseffioyed are more likely to be AROP. However, it does not explain
the discrepancy between AROP and MD poverty measuremarttalfegplanation for this discrepancy
may lie in the fact that the saMfiployed tend to be older, and that they can draw onaet@ts than
income. In the next section we look further at whigtork poverty mechanisms are relevant for self
employedcross Europe.
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Table 8. Profile characteristics by employment status (income definition), Europe 2014

employee self-employed combination
men 51.8 67.6 61.2
women 48.2 32.4 38.8
Low skilled 15.7 25.4 12.9
Middle skilled 45.4 43.8 40.0
High skilled 38.9 30.8 471
[18-29] 17.5 9.0 12.1
[30-49] 54.8 55.2 55.9
[50-64] 27.6 35.9 32.0
no children 49.9 48.0 47.8
1 child 24.0 22.8 22.0
2 children 20.4 21.6 22.3
> 2 children 5.7 7.6 8.0
single 16.9 14.9 18.1
couple 56.1 53.1 56.8
other 27.0 32.0 25.1
HH_WI=10.0,5] 9.4 10.6 8.1
HH_WI =10.,5, 0,8] 21.6 23.3 21.3
HH_WI =108, 1] 16.0 14.5 17.2
HH_WI =1 53.0 51.6 53.4
not low earnings 81.0 58.7 85.0
low earnings 19.0 41.3 15.0
ISCO1&2 26.3 27.0 39.3
ISCO 3 17.7 10.2 15.6
ISCO 4 11.6 1.7 6.7
ISCO 5 15.8 15.7 12.2
ISCO 6,7 &8 19.9 40.3 21.1
ISCO 9 (& 0) 8.7 5.1 5.3
WI others in HH 0.64 (0.42) 0.62 (0.42) 0.63 (0.42)
average (std)
own WI 0.93 (0.17) 0.94 (0.14) 0.94 (0.14)

average (std)

Note : ISCO : 1 & 2: Managers & Professionals, 3: Technicians and Associate Professionals, 4: Clerical Support Workers,
5: Services and Sales Workers, 6, 7 & 8: Skilled Agricultural, Forestry and Fishery, Craft and Related Trades, & Plant and
Machine Operators and Assembilers, ? (& 0): Elementary Occupations & Armed Forces.

Source: EU-SILC 2014, own calculations.



Table 9. Profile characteristics by employment status (income definition), Europe 2014

Self-employed with employees Self-employed without employees

men 73.8 65.4
women 26.2 34.6
Low skilled 17.8 25.4
Middle skilled 40.8 44.6
High skilled 41.4 30.0
[18-29] 54 9.9
[30-49] 56.3 54.9
[50-64] 38.2 352
no children 46.2 48.3
1 child 23,6 22.5
2 children 22.9 21.4
> 2 children 7.3 7.7
single 13,4 15,6
couple 62,1 51,6
other 24,5 32,8
HH_WI =10.0,5] 8.3 11,4
HH_WI =1]0,5, 0,8] 20,1 24,3
HH_WI=10,8, 1] 13,0 14,5
HH_WI =1 58,7 49,9
not low earnings 80.6 56,5
low earnings 19.4 43,5
ISCO 1 &2 48,5 23,5
ISCO 3 9.0 11,2
ISCO 4 1,6 1.7
ISCO 5 15,1 15,3
ISCO 6,7 &8 24,7 42,5
ISCO 9 (& 0) 1.1 5.8
WI others in HH 0.65 (0.41) 0.61 (0.42)
average (std)

own WI 0.97 (0.10) 0.93 (0.17)

average (std)

Note: DK and NO are not included in the analysis because of missing values.

Note: ISCO : 1 & 2: Managers & Professionals, 3: Technicians and Associate Professionals, 4: Clerical Support Workers,
5: Services and Sales Workers, 6, 7 & 8: Skilled Agricultural, Forestry and Fishery, Craft and Related Trades, & Plant and
Machine Operators and Assembilers, ? (& 0): Elementary Occupations & Armed Forces .

Source: EU-SILC 2014, own calculations.
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5! The relevance of in-work poverty mechanisms for the
self-employed

In the previous section, we looked at the profile of thensglbyed and examined whether their socio
demographic and job chateristics can explain their higher poverty risks. In this seetlook at the

other side of the coin. Some profile characteristics can indeed be associated with an increased poverty risk,
but at the same time;work poverty mechanisms can be moress important for sedimployed, or

work differently. Table 10@wvs the log odds for AROP and MD among workers ag@dl ¥8th self
employment defined on the basis the income situation during the income reference period. For this analysis
we do not lok at the special group of workers combining income freemgalyment and as employee.

Table 12 also shows models predicting AROP and MD, femgétfyed based on sadfclared current

activity status and this in order to distinguish betweeamg@#lfed with and without employees.
Subsequently, we added interagtftects for the various covariates separately to these models (tables 11
and 13), indicating whether particular characteristics play a more important role in explaining the poverty
risk ofthe sedemployed, and in particular the poverty risk of thesstbEmployed.

Models AROP_1 and MD _1 in table 10 show the effect of various known individual and household level
characteristics on the poverty risk of workers. We see that¢mepseyéd have a log odds of being poor

that is significantly higher, g lodds of 1,07. In other words, the predicted probabilities taifle @it

poverty for employees and satfployed is on average 7.3 and 14.6 percent in Europe, controlling for other
facors. For material deprivation this is respectively 13.0 andrtér® (feg odds 60,10). Thus, even

after controlling for other known-work poverty drivers, the picture remains thaesgfoyed face an
increased income poverty risk, while attime $ime deprivation is lower. The other variables follow known
paterns(Andress & Lohmanr2008; Crettaz, 2013; Fraser et al., 2011; Lohmann, L2003killed,
youngsters, workers with children, low individoak-intensity, low workntensity of other household
members, low earnings, as well as working in elementary occupations are associated with both a higher
income poverty risk and a higher malteleprivation risk. Note that women are less likely teribke at

income poverty, while for MD gender matters little. This can be explained by the gender paradox inherent
to the measurement ofwork povertyPe—aCasas & Ghailani, 2011)

I
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Table 10. Logistic regression models (log odds) predicting in-work at-risk of poverty (AROP)
and in-work material deprivation (MD), income definition of self-employed (n= 197 163).

Model AROP_1 Model MD_1
employment status (ref.: employee) self-employed 1.07 ok -0.10 ok
sex (ref.: male) female -0.52 Hox 0.02
age (ref: [18-29]) [30-49] -0.27 e -0.20 ok

[50-64] -0.40 o -0.44 Ak
education (ref.: low) middle -0.34 Hox -0.45 Hox
high -0.54 ok -0.86 o
children (ref.: 0) 1 0.72 Hox 0.32 Hox
2 1.14 o 0.40 o
>2 1.90 ok 0.86 ok
famtype (ref.: single) couple 0.24 Hoex -0.28 Hoex
other -0.25 X -0.08 (*)
own WI -0.31 e -0.71 o
other Wi -2.54 o -1.18 o
low earnings (ref.: no) yes 1.97 Hoex 0.54 Hoex
occupation (ref.: ISCO 1 & 2) ISCO 3 0.00 0.51 o
ISCO 4 0.30 ok 0.67 o
ISCO 5 0.63 ok 1.08 ok
ISCO 6,7 &8 0.75 o 1.14 Ak
ISCO ¢ (& 0) 1.02 o 1.48 o
cst -1.48 o -1.90 o

Note : ISCO : 1 & 2: Managers & Professionals, 3: Technicians and Associate Professionals, 4: Clerical Support Workers,
5: Services and Sales Workers, 6, 7 & 8: Skilled Agricultural, Forestry and Fishery, Craft and Related Trades, & Plant and
Machine Operators and Assembilers, ? (& 0): Elementary Occupations & Armed Forces .

Note: All models also include country dummies.

Source: EU-SILC 2014, own calculations.

Turning to the interaction effects in table 11, we see that while women are less likely +of peatirigk

when working, thigs even less so for the satiployed. When working as -sefiployedwomen are

probably more often secondary earners, lifting the household above the poverty line. Elderly are typically
better protected againstvwork AROP, yet for the sedmployed ageatters less. Note that we do not

find that for the seémployed ages less relevant as a predictor of MD as well. Sectoral differences
contribute to the income poverty risk of workers, however, they tend to be less relevant for the self
employed. Intestingly, own wosktensity is also less relevant as-amoik povery mechanism for the
selfemployed and the wenktensity of other household members provides less of a protection. On the
other hand, own earnings are especially relevant for undeystandrk poverty among s&mployed.

These findings are consisteith the MD indicator for measuring poverty.



Table 11. Base and interaction effects of logistic regression models (log odds) predicting in-
work at-risk of poverty (AROP) and in-work material deprivation (MD), income definition of

self-employed.

Models AROP_2a-i Models MD_2a-i
employment (ref.: employee) self-employed 1.12 ok -0.16 *
sex (ref.: male) female -0.49 Hoex 0.04
self-employed female -0.14 (*) -0.12 (*)
employment (ref.: employee) self-employed 0.83 ok -0.22 (*)
age (ref: [18-29]) [30-49] -0.31 o -0.21 ok
[50-64] -0.45 ok -0.43 ok
self-employed [30-49] 0.26 0.05
self-employed [50-64] 0.29 (*) -0.03
employment (ref.: employee) self-employed 1.07 ok -0.13 (*)
education (ref.: low) middle -0.33 Hoex -0.43 Hoex
high -0.56 ok -0.85 o
self-employed middle -0.04 -0.16 (*)
self-employed high 0.07 0.02
employment (ref.: employee) self-employed 1.17 ok -0.19 x
Children (ref.: 0) 1 0.75 Hoex 0.32 Hoex
2 1.18 o 0.39 ok
>2 2.00 ok 0.88 ok
self-employed 1 -0.08 -0.02
self-employed 2 -0.16 0.02
self-employed >2 -0.49 * -0.15
employment (ref.: employee) self-employed 1.05 ok -0.33 *
famtype (ref.: single) couple 0.23 Hoex -0.30 o
other -0.26 X -0.09 (*)
self-employed couple 0.02 0.18
self-employed other 0.05 0.14
employment (ref.: employee) self-employed -0.11 -0.60 *
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... continved
own WI
self-employed * own WI
employment (ref.: employee) self-employed
other Wi
self-employed * other Wi
employment (ref.: employee) self-employed
low earnings (ref.: no) yes
self-employed * low paid
employment (ref.: employee) self-employed
occupation (ref.: ISCO 1 &2) ISCO 3
ISCO 4
ISCO 5
ISCO 6,7, &8
ISCO 9 (& 0)
self-employed ISCO 3
self-employed ISCO 4
self-employed ISCO 5

self-employed ISCO 6,7, & 8

self-employed ISCO 9 (&

0)

-1.51
1.29
0.85

-2.66
0.49
0.79
1.85
0.47
1.48
0.13
0.46
0.85
0.90
1.22

-0.29

-0.57

-0.73

-0.38

-0.79

*k

*k

-0.75
0.42
-0.36
-1.22
0.30
-0.33
0.49
0.26
0.16
0.57
0.73
1.14
1.22
1.53
-0.39
-0.67
-0.40
-0.45
-0.23

Note 1:1SCO : 1 & 2: Managers & Professionals, 3: Technicians and Associate Professionals, 4: Clerical Support

Workers, 5: Services and Sales Workers, 6, 7 & 8: Skilled Agricultural, Forestry and Fishery, Craft and Related Trades, &

Plant and Machine Operators and Assemblers, 9 (& 0): Elementary Occupations & Armed Forces .

Note 2: Underlying model is the same as table xx, interaction effects added separately to the model.

Source: EU-SILC 2014, own calculations.
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Table 12. Logistic regression models (log odds) predicting in-work at-risk of poverty (AROP)
and in-work material deprivation (MD) among self-employed based on current activity status
(n= 26 657).

Model AROP_SE1 Model MD_SE1

?reéij?\rrdfr:ogrigloyees) without employees 0.15 o 0.54 o
sex (ref.: male) female -0.61 Hox -0.22 Hox
age (ref: [18-29]) [30-49] 0.06 -0.24 x

[50-64] 0.05 -0.40 ok
education (ref.: low) middle -0.45 Hox -0.47 Hoex

high -0.72 o -0.96 ok
children (ref.: 0) 1 0.79 Hox 0.24 Hox

2 1.07 ok 0.35 ok

>2 1.58 ok 0.73 ok
famtype (ref.: single) couple -0.12 (*) -0.24 o

other -0.68 o -0.14 (*)
own Wi -0.85 ok -1.09 ok
other Wi -1.94 o -0.87 o
low earnings (ref.: no) yes 2.19 Hoex 0.75 Hoex
occupation (ref.: ISCO 1 & 2) ISCO 3 -0.02 0.14

ISCO 4 -0.24 0.02

ISCO 5 0.38 ok 0.60 ok

ISCO 6,7 &8 0.44 o 0.47 o

ISCO ¢ (& 0) 0.52 ok 1.08 ok
cst -1.27 o -2.09 o

Note : ISCO : 1 & 2: Managers & Professionals, 3: Technicians and Associate Professionals, 4: Clerical Support Workers,
5: Services and Sales Workers, 6, 7 & 8: Skilled Agricultural, Forestry and Fishery, Craft and Related Trades, & Plant and
Machine Operators and Assembilers, ? (& 0): Elementary Occupations & Armed Forces .

Note: All models also include country dummies. DK and NO are not included in the analysis because of missing
values.

Source: EU-SILC 2014, own calculations.

Models AROP_SE1 and MD_SEL1 in table 12 showfta ef various known individual and household

level characteristics on the poverty risk eésgitoyed workers with and without employees. We see that

the selflemployed without employees hal@yaodds of being poor that is significantly higher, btz

of 0.15, corresponding with a 1.4 percentage point difference, whereas without controls the difference was
8.2 percentage points (results not shown). Hence, the various covariates spglpamtafehe poverty
difference between the saffiployd with and without employees. After controlling for various known
drivers of irwork poverty, we find a predicted AROP of 16.2 and 17.6 percentdardeifed with and

without employees. For raaal deprivation this is respectively 10.5 and 15.3tfévgesdds of 0.54).

Among selemployed, we see that, as indicated above, age matters little to predict the AROP, while it does
matter for MD. Older se¥émployed people are less likely to faterral deprivation. Other characteristics

follow again th&nown patterns.

Turning to the interaction effects in table 13, we find that some of the basic mechanisms leading to an
increased poverty risk among-essiployed differ little between those \aitd those without employees.
Compared to being single,fiyin a couple or Oother® household type tends to protectsmipioyeld

without employees, but appears less relevant for those with employees. The on average lower earnings of



seltemployed whout employees yield other potential household incomeaiewant. However, neither
own workintensity nor the wosatensity of other household members affects the income poverty risk of
the seHemployed with and without employees differently. Laingsy on the other hand, are especially
relevant as an iome poverty mechanism for the-sefiployed with employees. However, for MD the
effect of the level of earnings is rather similar between both groupsropssted. Conversely, for MD
own work mntensity is a more relevant mechanism feesgioyed peons with employees. While the
elderly are usually better protected against income povertyefoptsfed without employees we do not
find this ageelated effect. Hence, not only is the incomelderly solo sefimployed perhaps more
volatile, whenot being able to employ workers themselves, oldemgtiyed have probably accumulated
less wealth over their life course. For MD, we see that a higher education is associated with a lower MD
among selemployed. This relationship is stronger foresatloyed with employees. In other words, for
the selemployed without employees education level matters less.

In sum, in this section we showed that even after controlling for other chasdtsoisiiceémployed

people still face a higher povedi. MD also remains lower for the-setployed compared to employees.

We find that low earnings are especially relevant for understanairigpoverty among samployed.
Furthermore, amorige seHemployed the level of earnings tends to be dspedevant for seémployed

with employees. Note, that while in a previous section we highlighted the differences in AROP rate and
MD rates among sedmployed and the limited overlap betwedh, bwe see that similar factors
contributing to both inconq@overty and material deprivation among thesgifoyed. In the next section

we zoom in on this overlap.

I



Table 13. Base and interaction effects of logistic regression models (log odds) predicting in-

work at-risk of poverty (AROP) and in-work material deprivation (MD) among self-employed
based on current activity status

Models Models
AROP_SE2a-i MD_SE2a-i
SE (ref.: with employees) without employees 0,23 ok 0,58 ok
sex (ref.: male) female -0,34 * -0,08
without employees female -0,33 o -0,15
SE (ref.: with employees) without employees -0,33 0,18
age (ref: [18-29]) [30-49] -0,36 (*) -0,54 *
[50-64] -0.43 * -0,81 ok
without employees [30-49] 0,48 * 0,34
without employees [50-64] 0,56 * 0,47 *
SE (ref.: with employees) without employees 0,20 (*) 0,37 ok
education (ref.: low) middle -0,39 > -0,66 e
high -0,68 ok -1,26 ok
without employees middle -0,07 0,21 (*)
without employees high -0,05 0.36 *
SE (ref.: with employees) without employees 0,12 0,56 ok
Children (ref.: 0) 1 0,64 ok 0,21
2 1,09 ok 0.35 *
>2 1,59 e 0.89 ok
without employees 1 0,17 0,04
without employees 2 -0,02 0,00
without employees >2 -0,01 -0,20
SE (ref.: with employees) without employees 0,45 o 0,76 ok
famtype (ref.: single) couple 0,21 -0,08
other -0,47 > 0.16
without employees couple -0,40 o -0,18
without employees other -0,26 -0,34 (*)
SE (ref.: with employees) without employees -0,41 -0,41
own Wi -1,38 ok -2,00 ok
without employees * own WI 0,58 1,00 *
SE (ref.: with employees) without employees 0,17 * 0,56 ok
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... continued

Models Models
AROP_SE2a-i MD_SE2a-i
other Wi -1,91 ok -0,85 ok
without employees * other WI -0,04 -0,03
SE (ref.: with employees) without employees 0,50 ok 0,55 ok
low earnings (ref.: no) yes 2,71 ok 0.76 ok
without employees * low paid -0,65 ok -0,01
SE (ref.: with employees) without employees 0,17 (*) 0,67 ok
occupation (ref.: ISCO 1 &2) ISCO 3 0,02 0.26
ISCO 4 -0.06 0,07
ISCO 5 0.36 o 0.73 ok
ISCO 4,7, &8 0,45 ok 0,61 ok
ISCO 9 (& 0) 0.80 * 1,16 o
without employees ISCO 3 -0,05 -0,17
without employees ISCO 4 -0,22 -0,09
without employees ISCO 5 0,02 -0,18
without employees ISCO 6,7, & 8 -0,02 -0,19
without employees ISCO ¢ (& 0) -0,31 -0,13

Note 1:1SCO : 1 & 2: Managers & Professionals, 3: Technicians and Associate Professionals, 4: Clerical Support
Workers, 5: Services and Sales Workers, 6, 7 & 8: Skilled Agricultural, Forestry and Fishery, Craft and Related Trades, &

Plant and Machine Operators and Assemblers, 9 (& 0): Elementary Occupations & Armed Forces .

Note 2: Underlying model is the same as table xx, interaction effects added separately to the model.

Source: EU-SILC 2014, own calculations.



6! Mapping route 3: From AROP to MD

Finally, in this section we examine the overlap between AROP and MD more in detail. One way of looking
at the overlap between AROP and MD is to look at AROP as a predictor of MD. As income data may
represent a poor indicator of actual living standardgyahmmselemployedBradbury, 1997; SevS &
Larsson, 201p)ve expect AROP to be a worse predictor for MD griienselemployed.

Basically, we find that for people in poverty the share of deprived persons is 26.2 percentage point higher,
compared to thoseot in poverty (results not shown). On average across Europe, MD is 39.9 percentage
points higher among tliecome poor as compared to the qpoor as far as employees are concerned,
whereas for the selfnployed MD is only 19.2 percentage points highethér words, the AROP and

MD indicators relate more strongly among employees than amonegtnelsgédwWe did not find any

significant difference between-setployed with and without employees regarding the overlap between
AROP and MD (results nshown).

Table 14 shows that the particular profile ofeseffioyed explains, at least partially, why AR@Bs

likely to result in MD among selhployed. Low earnings, for example, are associated with both a higher
AROP and higher MD. Yet, the relasibip is stronger between low earnings and AROP among-the self
employed (see also table 13). As=sglfoyd are more often low earners, controlling for it reduces the
interaction effect between satiployment and AROP on MD. Hence, profile charadsridtthe self
employed explain to some extent why income is not a good predictor of the living steitargptdyed.

The profile characteristics makea@lployed especially likely to face AROP, while these factors do matter
for understanding MD, buo a smaller degree. There is still a lot of potential explanatory power in
unobserved elements, like saseumulation and income volatility.
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Table 14. Logistic regression models (log odds) predicting in-work material deprivation (MD)
among self-employed based on current activity status

Model MD_2a Model MD_2b
employment status (ref.: employee) self-employed -0,20 ok -0,30 ok
at-risk of poverty (ref.: no) yes 1,91 ok 0,97 ok
interaction AROP self-employed -0,41 ok -0,13
sex (ref.: male) female 0,07 o
age (ref: [18-29]) [30-49] -0,18 ok

[50-64] -0,41 o
education (ref.: low) middle -0,42 ok
high 0.81 ok
children (ref.: 0) 1 0.26 ok
2 0.29 o
>2 0,67 ok
famtype (ref.: single) couple 0,32 ok
other -0,06
other WI -0,95 ok
own WI -0,55 o
low earnigns (ref.: no) yes 0,34 ok
occupation (ref.: ISCO 1 & 2) ISCO 3 0,51 ok
ISCO 4 0,66 o
ISCO 5 1,05 ok
ISCO 6,7 &8 1,10 o
ISCO 9 (& 0) 1,41 o
cst -2,96 o -2,19 o

Note : ISCO : 1 & 2: Managers & Professionals, 3: Technicians and Associate Professionals, 4: Clerical Support Workers,
5: Services and Sales Workers, 6, 7 & 8: Skilled Agricultural, Forestry and Fishery, Craft and Related Trades, & Plant and
Machine Operators and Assembilers, ? (& 0): Elementary Occupations & Armed Forces .

Note: All models also include country dummies.
Source: EU-SILC 2014, own calculations.



7! Conclusion

This first exploration demonstrates that the smmaomic position of the sethployed warrants greater
scrutiny. Worries about the rise of-sgiployment, especially eagtount work@pear to some extent
founded- we do find significant levels ofwork poverty in virtually every country included in this study,
especially amongle ownaccount workers. Yet if there one thing that emerging from the analysis then it
is that the selénployed are a very mixed group, with lots of wiffoap inequality. There is, as far as the
data goes, much more inequality amongrselbyed wores than among employees. The consequence
of that is that it may be difficult to implement policies thilefigroup as a whole. And since there is so
much inequality there may also be limits to the levels of solidarity that can be mustered witipin the gr
Clearly, the need for redistributive policies appears to vary quite significantly amee ey eself

The findings presented here do little to dispel perceptions that reported incomes antiptogets
generally offer poor guidance to theitema living standards and to their actual levels of need when they
are observed as living in income pggvéWe find very significant discrepancies between ibeset

poverty measures and measures that capture actual living standards. Thisss toenates. As we

have indicated, there may be legitimate reasons for this. -Emepksiéd can ofterralv on assets
accumulated over the life cycle or on business assets that they control. But of course this will not always be
the case and it is tisisgment that we should be worried about. Clearly, further work is to be done here. We
need to look more iepth at what distinguishes the ‘truly’ deprived from the less truly needy. This not just
a matter of gathering and crushing more data for acadepusgs. Perhaps the bigger challenge is to
establish practical and feasible ways of establishinyéisatifleeed for purposes of redistribution and
public action.

We also need to learn more about the underlying causes of need among the usslieogssiyd. To

what extent is this driven by push factors, for example businesses effectively pp&himgopsel
employment who have neither the capacity to operate as such nor the desire? To what extent are lacking
alternatives in the regulardab market a driver? For example for immigrants unable to secure jobs,
especially at their skills levelsd £o what extent are other forces at work, for example local businesses
being unable to compete with international businesses? These and mgogstitres remain to be
answered.
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8! Appendix

8.1! Appendix 1: Composition of the labour force by definition of self-employment

Table A1.1. Composition of the workforce by current employment status (1), individuals aged
18-64

Self-employed Self-employed

Employee family worker n-valve
with employee  without employee
AT 88.2 4.0 7.5 0.4 5553
BE 89.4 3.1 7.0 0.6 5233
BG 90.4 3.4 5.7 0.6 4400
CY 89.0 2.7 8.0 0.3 4413
Cz 82.7 3.6 13.4 0.4 7495
DE 93.6 2.5 3.8 0.1 11160
DK 92.1 0.0 0.1 7.9 5996
EE 921.0 3.7 5.1 0.1 6054
EL 65.9 6.0 25.5 2.6 5895
ES 82.8 5.2 11.8 0.2 10306
Fl 86.1 4.0 9.9 0.1 11418
FR 90.2 0.7 8.9 0.3 10040
HR 90.0 4.6 5.1 0.3 4120
HU 88.9 3.4 7.2 0.5 8452
IE 85.6 4.2 9.3 0.9 4569
N 89.5 3.3 7.1 0.1 4345
T 76.8 5.3 16.2 1.7 16843
LT 89.9 2.4 6.1 1.6 4624
LU 93.1 2.5 4.1 0.2 4280
LV 21.1 3.1 5.5 0.4 5265
MT 88.8 3.3 7.7 0.1 4333
NL 86.2 3.5 9.9 0.4 11269
NO 92.8 0.0 7.0 0.1 8257
PL 80.0 3.6 14.3 2.2 12679
PT 87.7 3.4 8.5 0.4 6067
RO 73.6 1.1 20.1 5.2 6807
SE 90.6 3.8 5.6 0.0 6130
S 90.2 2.2 7.2 0.3 10765
SK 84.5 2.8 12.6 0.0 6575
UK 88.1 2.1 9.8 0.0 9220

Source: EU-SILC 2014, own calculations.

44



Table A1.2. Composition of the workforce by current employment status (2), individuals aged
18-64

FT employee PT employee FT self-employed PT self-employed n-valve

AT 66.5 21.3 10.4 1.8 5183
BE 65.0 24.1 10.0 0.9 4995
BG 88.0 2.2 9.3 0.5 4149
CY 82.1 6.9 6.8 4.2 4082
Cz 80.5 1.9 16.9 0.7 7238
DE 68.9 24.9 4.6 1.6 10645
DK 73.1 18.7 7.4 0.9 5720
EE 85.0 5.8 7.9 1.3 5753
EL 59.4 5.7 32.5 2.5 5528
ES 70.3 12.5 16.5 0.7 9560
Fl 79.0 6.9 13.2 0.9 10820
FR 74.7 15.2 8.9 1.2 9735
HR 87.9 1.9 9.5 0.7 3837
HU 85.3 3.2 10.8 0.6 8070
IE 63.8 22.4 11.2 2.7 4370
IS 78.4 10.7 9.6 1.3 3730
T 66.1 12.1 20.0 1.9 15888
LT 85.3 4.3 8.5 1.9 4445
LU 75.1 17.8 5.5 1.6 4084
Lv 87.6 4.3 7.0 1.1 4820
MT 82.0 6.9 10.4 0.7 4,208
NL 49 .4 36.6 10.1 3.9 10489
NO 81.8 11.0 6.4 0.8 8250
PL 74.8 4.8 18.3 2.1 12096
PT 83.1 4.3 111 1.5 5775
RO 73.6 0.3 16.3 9.9 6701

SE 72.6 17.8 8.4 1.1 5907
S 86.7 3.5 9.1 0.8 10166
SK 82.0 2.7 14.5 0.8 6337
UK 70.2 18.6 8.5 2.7 8858

Source: EU-SILC 2014, own calculations.
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Table A1.3. Composition of the workforce by self-declared main employment status during
income reference period, individuals aged 18-64, 2014

only employee only self-employed combination n-value

AT 88.0 11.4 0.6 5560
BE 88.7 10.9 0.4 5380
BG 89.2 10.6 0.2 4475
CY 88.6 10.0 1.4 4413
Cz 82.4 17.2 0.5 7495
DE 91.9 7.7 0.4 11327
DK 90.4 9.0 0.7 6143
EE 89.6 9.7 0.8 6130
EL 65.0 34.5 0.5 5988
ES 81.9 17.6 0.6 10462
Fl 85.0 13.0 2.0 11423
FR 86.5 13.4 0.2 10367
HR 90.0 9.8 0.2 4120
HU 89.0 10.7 0.3 8452
IE 86.4 13.2 0.4 4588
IS 89.1 9.4 1.5 4508
T 77.9 21.8 0.3 16922
LT 88.7 10.5 0.8 4665
LU 93.3 6.4 0.3 4284
Lv 87.7 11.7 0.6 5491

MT 88.3 10.9 0.8 4335
NL 86.0 11.9 2.1 11369
NO 92.8 6.9 0.4 8778
PL 67.7 31.0 1.3 14560
PT 87.4 12.1 0.6 6067
RO 73.6 26.2 0.3 6841

SE 89.2 10.3 0.5 6261

N 88.3 10.1 1.6 10837
SK 84.3 15.3 0.4 6576
UK 88.0 11.2 0.7 9239

Source: EU-SILC 2014, own calculations.
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Table A1.4. Composition of the workforce by self-declared main employment status (2) during
income reference period, individuals aged 18-64, 2014

FT employee PT employee FT self-employed  PT self-employed combination n-value

AT 67.4 18.8 9.9 1.4 2.6 5560
BE 65.2 21.2 9.2 1.0 3.4 5380
BG 86.0 2.8 8.2 0.7 2.3 4475
CY 80.4 5.6 6.3 3.0 4.7 4413
Cz 80.3 1.8 16.5 0.6 0.8 7495
DE 66.9 24.1 4.9 1.2 2.8 11327
DK 81.7 7.0 7.4 0.7 3.2 6143
EE 82.9 5.3 7.0 1.3 3.6 6130
EL 56.4 8.4 28.0 5.0 2.4 5988
ES 67.3 13.2 15.4 0.9 3.3 10462
Fl 75.8 5.6 11.4 0.7 6.5 11423
FR 70.5 14.9 10.1 1.3 3.3 10367
HR 87.9 1.9 9.0 0.7 0.5 4120
HU 85.0 3.4 9.8 0.9 0.9 8452
IE 63.5 21.9 11.0 2.1 1.5 4588
IS 68.8 12.4 5.7 0.9 12.2 4508
T 64.6 12.3 19.2 2.3 1.5 16922
LT 83.6 3.9 7.7 1.7 3.2 4665
LU 74.9 15.8 4.8 1.2 3.3 4284
Lv 83.0 4.3 6.2 1.1 5.4 5491

MT 79.8 6.8 10.1 0.8 2.5 4335
NL 444 35.5 6.6 4.9 8.6 11369
NO 77.0 13.8 4.2 0.4 4.6 8778
PL 63.4 3.7 14.9 1.6 16.4 14560
PT 82.5 4.4 10.4 1.6 1.1 6067
RO 73.2 0.3 14.7 9.6 2.2 6841

SE 69.5 16.3 7.6 1.0 5.6 6261

S 85.2 1.7 9.7 0.3 3.1 10837
SK 81.8 2.2 14.7 0.7 0.6 6576
UK 68.9 18.2 8.2 2.9 1.9 9239

Source: EU-SILC 2014, own calculations.
|
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Table A1.5. Composition of the workforce by income source during income reference period,
individuals aged 18-64, 2014

only employee only self-employed combination n-valve

AT 83,2 8.7 8.1 5518
BE 88,6 9.3 2.1 5292
BG 83.2 6,4 10.4 4387
CY 84,8 9.4 59 4398
Cz 80.8 16,6 2,6 7444
DE 91,8 5.5 2,7 10883
DK 68,5 3.9 27,6 5718
EE 92,6 1.5 6,0 5818
EL 65,0 33.0 2,0 5893
ES 84,4 10,7 4,9 10252
Fl 85,5 6,0 8.5 11292
FR 88,5 59 5,6 10095
HR 84,0 10,0 6,0 4092
HU 85,2 9.8 5,0 8439

IE 85,7 13.1 1,3 4505
N 89.3 2,5 8.3 4458
T 721 19.7 8.2 16888
LT 86,1 57 8.2 4548
LU 93.8 3.9 2.3 4251

Lv 92,0 3.0 5,0 5220
MT 86,4 9.3 4,3 4313
NL 83,7 10,0 6,3 11136
NO 89.8 3.0 7.2 8460

PL 82,4 12,2 5.4 12998
PT 89,2 7.2 3.7 5712

RO 75,2 24,1 0.7 6578

SE 88.8 2.3 8.9 5846

S 77.3 9.6 13.1 10784
SK 85,9 13.4 0.7 6473

UK 87.7 11,2 1.2 8843

Source: EU-SILC 2014, own calculations.
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8.2!

Appendix 2: AROP and MD by working regime when currently working as self-

employed

Table A2.1. At-risk of poverty rate among workers, by current employment status, individuals
aged 18-64, 2014

FT employee

PT employee

FT self-employed

(b)

PT self-employed

(©)

(d)

AT
BE
BG
Cy
CI
DE
DK
EE
EL
ES
Fl

UK

4.6
2.2
7.7
6.7
2.5
6.5
1.9
8.7
6.5
6.6
1.6
4.3
4.5
5.1
1.3
1.9
6.5
6.4
8.8
6.0
3.9
3.0
3.1
6.7
6.4
6.2
4.6
3.6
3.7
3.9

8.4
5.9
30.0
18.3
7.9
12.8
9.4
19.1
27.3
23.3
6.9
13.2
7.9
19.2
8.9
5.1
16.9
21.8
13.8
18.8
12.9
4.8
8.4
13.2
29.3
37.6
12.4
8.7
14.5
16.1

12.1
14.6
12.1
1.8
7.0
17.3
18.4
30.5
21.6
24.5
12.4
22.2
14.4
6.3
12.6
14.0
19.6
11.6
25.5
19.2
14.3
12.8
12.0
24.0
29.4
53.3
19.8
23.3
14.1
20.1

21.4
13.9
18.6
14.1
5.5
25.9
7.9
36.9
28.0
21.9
21.9
15.8
13.2
20.6
14.6
28.4
22.6
35.0
23.8
33.9
11.0
8.9
19.8
28.0
37.9
63.8
15.0
32.4
4.3
18.9

*

*k

*%

*k

(*)

(*)

*k

(*)

(*)

(*)

(*)

Note: *** p <0.001; * p <0.01; *p <0.1;

(*) p < 0.5: significance t-test difference in poverty rates between (a) FT

employees and PT employees; (b) FT employees and FT self-employed; (c) PT employees and PT self-employed; (d) FT
self-employed and PT self-employed.

Source: EU-SILC 2014, own calculations.
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Table A2.2. Material deprivation among workers, by current employment status, individuals
aged 18-64, 2014

FT employee PT employee (a) FT self-employed (b) PT self-employed (c) (d)
AT 5.3 6.7 3.8 2.7 *
BE 4.9 7.9 o 2.9 * 1.8 o
BG 30.0 57.0 ok 23.7 * 33.4 (*)
CY 28.0 51.1 o 38.2 o 494 (*)
Cz 11.3 21.7 o 6.9 o 12.0
DE 5.8 9.5 o 4.1 8.2 (*)
DK 2.5 7.8 o 0.7 o 2.4 (*)
EE 10.5 16.6 * 3.5 ok 9.8
EL 25.5 48.7 o 32.9 o 46.8 o
ES 8.9 20.6 o 10.8 15.1
Fl 3.0 6.8 o 2.8 8.2
FR 7.0 13.3 o 10.8 (*) 14.4
HR 24.8 31.9 19.3 * 43.0 *
HU 31.6 51.7 o 13.3 o 26.9 *
IE 9.9 22.4 o 8.5 16.1 (*)
N 3.3 3.2 3.5 7.7
T 15.4 24.3 o 15.2 22.6 *
LT 16.1 27.3 o 13.2 27 .4
LU 3.5 4.3 2.2 3.5
Lv 24.3 36.5 o 19.6 (*) 29.5
MT 13.2 23.3 o 12.0 7.8 o
NL 4.2 5.6 4.2 * 2.2
NO 1.6 4.1 o 1.9 3.0
PL 14.3 26.5 o 14.2 24.1 o
PT 17.7 354 o 17.6 26.9
RO 29.8 55.2 * 57.3 ok 60.8
SE 1.3 3.6 o 1.3 1.2 (*)
S 11.7 16.8 * 9.1 * 20.6 *
SK 14.4 27.5 o 9.9 o 6.3 o
UK 7.8 15.9 o 8.8 7.7 o

Note: *** p <0.001; ** p <0.01; * p < 0.1; (*) p < 0.5: significance t-test difference in poverty rates between (a) FT
employees and PT employees; (b) FT employees and FT self-employed; (c) PT employees and PT self-employed; (d) FT
self-employed and PT self-employed.

Source: EU-SILC 2014, own calculations.
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8.3! Appendix 3: Depth of poverty median at-risk-of-poverty rate gap

Table A3.1. Relative median at-risk-of-poverty rate total population and among workers,
individuals aged 18-64

only employee only self-
total population . A
income o ome
AT 20.1 2 -
BE 18.8 11.9 29 7
5G 33.2 27 o
<Y 18.5 " o
ct 18.0 12.1 183
bE 23.2 los "
bK 18.8 " o
EE 22.0 0 oo
B 31.3 o L
& 31.6 o4 "
3 13.9 12.7 315
R 16.7 " N
AR 27.9 158 "
AU 22.4 15.1 20.4
. 17.6 o o
° 16.4 05 i
T 28.2 21.4 340
H 22.7 14.7 328
U 16.3 193 o
L 23.6 " o
M 17.8 193 o
Nt 16.9 s e
NO 21.3 17.4 33.7
PL 23.2 68 o
T 30.3 21.4 374
RO 35.2 15.2 428
3 20.4 " "
. 21.7 143 s
3K 29.0 153 .
K 19.6 154 »

Source: EU-SILC 2014, own calculations.
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Table A3.2. Average number of items deprived, total population and among workers,
individuals aged 18-64

self-employed

self-employed without
total population with employees employees employees
AT 0,67 0,25 0,48 0.53
BE 0,78 0,21 0,34 0,48
BG 2,54 0,60 1,86 1,84
CY 1,88 2,08 2,07 1,67
Cz 1,13 0,37 0,70 0,92
DE 0.79 0.33 0.72 0,62
DK 0,68 (-) 1,40 0,51
EE 1,11 0,34 0.80 0.88
EL 2,07 1,18 1,97 1,57
ES 1,23 0.71 0,99 0.91
Fl 0,65 0,27 0,48 0,45
FR 0.85 0,43 0.74 0,68
HR 1,97 1,02 1,59 1,61
HU 2,25 0.88 1,40 2,00
IE 1,42 0,55 1,01 1,06
N 0,65 0,51 0,50 0,57
T 1,36 0,66 1,24 1,08
LT 1,68 0,66 1,24 1,24
LU 0,48 0,28 0,28 0,42
Lv 2,00 0,79 1,68 1,64
MT 1,35 0,92 1,00 1,07
NL 0,62 0,22 0,39 0.43
NO 0.33 (-) 0.21 0,24
PL 1,49 0,52 1,29 1,20
PT 1,53 0.89 1,34 1,24
RO 2,39 0,98 3.11 1,72
SE 0,34 0,20 0,23 0,24
S 1,19 0,68 0,96 0,99
SK 1,41 0,48 0,93 1,09
UK 1,05 0,31 0.86 0.81

Source: EU-SILC 2014, own calculations.

B
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8.4 Appendix 4: Profile characteristics the self-employed: country differences

Table A4.1. Profile characteristics by employment status (income definition), Europe 2014

sex: same as average all other countries
SE: more likely fo be men noft significant EE, LT, and LU
other finding /
education: same as average CY, EE, IE, MT, RO
SE: more low, less middle, less high skilled noft significant BE, EE, ES, HU, NL, PT
other finding more low, more middle, less high skilled: DK, FI, HR, IS, LT, LV, NO

more low, less middle, more high skilled: BG, and IT
less low, more middle, less high skilled: CZ, FR, LU, and SK

less low, less middle, more high skilled: AT, and DE

age: same as average AT, DE, HR, LT, LV, MT, NL, SK, UK
SE: less young, more prime age & elderly noft significant /
other finding less young, less prime age, more old: BE, BG, CY, CZ, DK, EE, EL,

more young, less prime age, more old: RO

children: same as average AT, HR, IE, LV, MT, PL
SE: less O, less 1 more 2, more 3 noft significant BE, BG, CY, CZ, DE, DK, EE, ES, FR, IS, LT, LU, NL, SE
other finding more O, less 1, less 2, more 3: EL, FI, NO, SI

more 0, less 1, less 2, less 3: HU
loss O, less 1, more 2, more 3: 1T, SK, UK

family type: same as average EL, SI
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... continved
SE: less single, less couple, more other noft significant AT, BE, BG, CY, DK, EE, ES, FR, HR, IS, IT, LT, LU, MT, NL, NO, PL, PT,
other finding less single, more couple, less other: CZ, LV, SK
less single, more couple, more other: Fl, IE
more single, more couple, less other: HU

more single, less couple, more other: RO

household work-intensity: same as average EE, IS, LT, LV, MT, SE, §I, SK, UK
SE: more 10, 0.8], less 10.8, 1] not significant BG, CZ, DK, FI, HR, IE, IT, LU, NO, PL, PT
other finding more ]0,0.5], less ]0.5, 0.8], less ]0.8, 1[, more 1 : AT, BE, NL

more ]0,0.5], more ]0.5, 0.8], more ]10.8, 1[, less 1 : CY, RO
less ]0,0.5], more ]0.5, 0.8], less 0.8, 1[, more 1 : DE

less 10,0.5], more ]0.5, 0.8], more ]0.8, 1], less 1 : EL

less ]0,0.5], less ]0.5, 0.8], less ]0.8, 1[, more 1 : ES, FR, HU

low earnings: same as average all other countries
SE: more low earnings noft significant CY, LT
other finding /

Note: SE = Self-employed.

Source: EU-SILC 2014, own calculations.
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8.5 Appendix 5: Kernel distributions of earnings of employees (solid line), self-employed (dash), a
(dots), European countries, 2014
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Appendix 5 Kernel distributions of earnings of paid employees, self-employed, and individuals combining income s
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