IAW-Diskussionspapiere

Discussion Paper

27

A Capability Approach for Official
German Poverty and Wealth
Reports: Conceptual Background
and First Empirical Results

Christian Arndt
Jurgen Volkert

January 2007

ISSN:1617-5654

INSTITUT FUR
ANGEWANDTE
W IRTSCHAFTSFORSCHUNG

Ob dem Himmelreich 1
72074 Tubingen
T:(07071) 98 96-0
F:(07071) 98 96-99
E-Mail: iaw@iaw.edu
Internet: www.iaw.edu






IAW-Diskussionspapiere

Das Institut fiir Angewandte Wirtschaftsforschung (IAW) Tlibingen ist ein unabhéngiges
auBeruniversitares Forschungsinstitut, das am 17. Juli 1957 auf Initiative von Professor
Dr. Hans Peter gegriindet wurde. Es hat die Aufgabe, Forschungsergebnisse aus dem
Gebiet der Wirtschafts- und Sozialwissenschaften auf Fragen der Wirtschaft anzuwenden.
Die Tatigkeit des Instituts konzentriert sich auf empirische Wirtschaftsforschung und
Politikberatung.

Dieses IAW-Diskussionspapier konnen Sie auch von unserer IAW-Homepage
als pdf-Datei herunterladen:

http://www.iaw.edu/Publikationen/IAW-Diskussionspapiere

ISSN 1617-5654

Weitere Publikationen des [AW:

IAW-News (erscheinen 4x jahrlich)

IAW-Report (erscheinen 2x jahrlich)

IAW-Wohnungsmonitor Baden-Wiirttemberg (erscheint 1x jahrlich kostenlos)
IAW-Forschungsberichte

Mochten Sie regelmaBig eine unserer Publikationen erhalten, dann wenden Sie sich

b

itte an uns:

IAW Tiibingen, Ob dem Himmelreich 1, 72074 Tiibingen,
Telefon 07071 /98 96-0
Fax 07071/ 98 96-99

E

-Mail: iaw@iaw.edu

Aktuelle Informationen finden Sie auch im Internet unter: http://www.iaw.edu

Der Inhalt der Beitrdge in den IAW-Diskussionspapieren liegt in alleiniger Verantwortung der
Autorinnen und Autoren und stellt nicht notwendigerweise die Meinung des IAW dar.






A Capability Approach for Official German Poverty and Wealth Reports:

Conceptual Background and First Empirical Results

Christian Arndt (IAW, Tuebingen)

Juergen Volkert (Pforzheim University)*

January 2007

Abstract

The majority of the literature related to Amartya Sen’s Capability Approach (CA) has been
devoted to questions of development and developing countries. In this paper, however, with a
theoretical concept and first empirical results at hand, we shed some light on Sen’s argument
that the CA is also relevant to wealthy countries (Sen, 1999, p. 6).

First, we discuss the political background of CA applications in the case of Germany. Second,
we sketch out a new analytical framework for the assessment of poverty and wealth in afflu-
ent countries in general from a CA perspective. Third, we show how this framework can be
based on a corresponding set of feasible indicators and up-to-date representative information
in the German Socio-Economic Panel Study (GSOEP). Finally, three selected empirical ex-
amples underline the resulting possibilities for analyses of gender inequalities, the unequal
distribution of political participation and interdependencies between financial and non-
financial issues of poverty and wealth within this integrative framework.
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1 Introduction and Outline

The majority of the analyses related to the Capability Approach (CA) have been devoted to
questions of development and developing countries. However, Amartya Sen (1999, p. 6)
points out that the CA is also relevant to affluent countries. This paper shall deepen these in-
sights with respect to recent CA applications for the official ‘German Poverty and Wealth Re-
ports’ by the German government. Our main goals are to present a new concept for the as-
sessment of poverty in affluent countries and to establish a corresponding analytical frame-
work for the analysis of wealth from a CA perspective, which has hardly been done in the CA
literature. Last but not least, we want to emphasize the need for a deepened discussion of

these propositions as well in the national as in the international audience.

To achieve these goals we will discuss main conceptual issues of CA applications for affluent
countries and provide first empirical results on Germany. We will describe the political back-
ground of these CA applications for Germany in section 2. Section 3 sketches out the main
issues of the general concept and explains the role of income, commodities, personal conver-
sion factors and instrumental freedoms in affluent countries. In section 4 we provide informa-
tion on the choice of indicators and variables that have been presented recently in a report of
the Institute of Applied Economic Research, Tuebingen, on behalf of the German Ministry of
Labor (see Arndt et al., 2006). With the assessment of gender inequalities, political participa-
tion and the importance of non-financial capability determinants like education, we give three
selected examples for the new analytical possibilities within this integrative framework with
recent data from the German Socio-Economic Panel Study (GSOEP) and end with final con-

clusions.

2 Political Background

In Germany, no official poverty assessment existed until 1998. After the election of a new
German government in 1998, the governing coalition decided to implement regular official
‘Poverty and Wealth Reports’. Main goals of these new reports are to (German Government,
2005; Volkert et al., 2004):

e contribute to the fight against poverty to strengthen social justice and equality of op-

portunity.

e analyze exclusion and privileges.
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o take account of Gender Mainstreaming issues.

e check how far public policies influence and recognize the fight against poverty

(‘mainstreaming’) and foster social integration.
e strengthen the international exchange of knowledge and experience.

The German government initiated a tender offer to finance an independent research project
that should conceptualize subsequent official German Poverty and Wealth Reports. A re-
search team of the Institute for Applied Economic Research (IAW) Tuebingen, Germany, es-
tablished this study from 2000 to 2002 and recommended to use Amartya Sen’s CA as a con-
ceptual framework for the government’s official Poverty and Wealth Reports (Volkert et al.,
2004). The German government (2005, 2004/3) decided to follow these recommendations. In
2004 it adopted the enhancement of capabilities as a primary goal in the German ‘National
Action Plans against Poverty and Social Exclusion’ that were established for the common
‘European Union’s National Action Plans’ (Volkert, 2006). In 2005 the German government
has started to refer to Sen’s CA as a conceptual framework for the national Poverty and
Wealth Reports. Moreover, a first empirical feasibility study on how to assess main determi-
nants of capabilities in Germany has been carried out (Arndt & Volkert, 2006a; Arndt et al.,
2006). Finally, after the elections in 2005, the new German government decided to continue
to use Sen’s CA as a conceptual framework for subsequent German ‘Poverty and Wealth Re-
ports’. At present, the next report scheduled for the second half of 2007 shall pick up the main
propositions and results of the already mentioned feasibility study that are going to be dis-

cussed in this paper.

3 A general CA-Framework to assess Poverty and Wealth in affluent Countries

In this section we establish a general CA-framework to analyze poverty and wealth. First, we
explain the notions of poverty and wealth from a capability perspective. Then, we will de-
scribe how we chose main categories and determinants of capabilities, and will explain in fur-

ther detail the main components of our concept.

3.1  Poverty and Wealth in a CA-Framework

Following the CA-literature a general capability framework will see poverty as a capability or
functioning deprivation or the inability to realize a set of basic functionings or capabilities. A

functioning is an achievement, what a person manages to do or be. These beings and doings
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can vary from being adequately nourished, being in good health to complex achievements like
having self-respect and appear in public without shame, taking part in the life of the commu-
nity etc. The various combinations of functionings (beings and doings) that a person can
achieve are called capabilities. The freedom that is needed to achieve such a well-being is
central for the CA, for example in ethical and political analysis (Sen, 1992, pp. 39-40). If
poverty is defined as a capability or functioning deprivation, wealth can be conceived corre-
spondingly as a very extensive capability or functioning set. The kind of wealth the CA will
recognize, and seek to develop, is the extensive possession of those capabilities to lead the
kind of lives that are valuable for them (Volkert, 2005c).

3.2 Choice of Dimensions and main Categories of Capability Determinants

To identify and analyze poverty as a capability deprivation or a capability failure and wealth
as a very extensive (or even privileged) capability set and to draw conclusions for public poli-

cies, main determinants that make up a person’s capability set must be assessed.

Personal normative perceptions are inevitably involved in the choice of capability dimensions.
Therefore such a choice should be made as explicit as possible. This is why in the following
we will describe the reasons and decisions on which dimensions we perceived as most impor-
tant. We also want to clarify the role that our proposal played and continues to play for offi-

cial poverty and wealth reports.

The first study (Volkert et al. 2004) had to set a conceptual framework for the official German
Poverty and Wealth Reports, irrespective the shortcomings and limitations of existing data-
bases. Hence, the principal choice of dimensions has not been restricted by issues of data
availability (which has been the main question in the subsequent feasibility study — see sec-
tion 4). Instead our main concern was to show how and that Sen’s CA might be a promising
approach to reach the goals of the German Poverty and Wealth Reports mentioned in

section 2.

Figure 1 provides an overview of main determinants of capabilities, that have been proposed

and agreed upon to asses poverty and wealth in Germany.
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Figure 1: Main determinants of capabilities in affluent countries
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Own presentation following Arndt & Volkert (2006a).

We argue that the scope of direct public policy influence (e.g. on poverty and wealth) can be
identified by Sen’s concept of ‘instrumental freedoms’ or Robeyns’ social conversion factors
(Robeyns, 2005, p. 99). Instrumental freedoms summarize the main possibilities of a state,
public policies and social groups to expand or restrict individual capabilities (see also section
3.4). Therefore, we have proposed to highlight instrumental freedoms that have been catego-
rized by Sen (1999, pp. 38-41) as main elements in Poverty and Wealth Reports (Volkert et
al. 2004). We have added “ecological security’ as a further instrumental freedom (UNEP/iisd
2004) although we are aware that still quite a number of conceptual and empirical questions
will have to be answered to achieve a sound operationalisation (Arndt & Volkert 2006a).
However, other aspects like ‘personal conversion factors’ and means such as income and
commodities are also important for people’s well-being in affluent countries and must be in-

corporated.

We have further specified these broad CA-categories by applying them to main social policy
findings for Germany. In this respect it has been very helpful that a leading German socio-
economic approach to assess poverty and wealth, the so called “Lebenslagen-Ansatz” shares a
lot of common features with the CA, although hardly any international attention has been paid
to these parallels yet. These parallels include the idea that poverty analysis should be ex-
tended from income and financial means to non-financial issues of well-being, like health,
education, housing, employment etc. (LelSmann, 2005). As Germany also has to report in ‘Na-
tional Action Plans against Poverty and Social Exclusion (NAPInc)’ it was fortunate that at
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the same time Atkinson et al. (2002) proposed a fundamental reorientation of European Union
poverty concepts, directly invoking Sen’s arguments that emphasized the necessity to inte-
grate income and wealth into a broader picture of success and deprivation (Volkert, 2006).
With respect to the remarkable importance of political participation for CA analyses we have
requested an analysis of political freedoms and participation for German Poverty and Wealth
Reports. These had been neglected in the new European as well as in the first German Poverty
and Wealth Report.

This and the subsequent broadening of relevant dimensions and indicators in National Action
Plans may also have been reasons for the German government to decide on a CA-related con-

cept of poverty and wealth in Germany.

We have always been aware that our ideas can only be an initial proposal for further discus-
sion. We emphasize that our initial proposals must not substitute a broad discussion related to
the choice of dimensions. Therefore, the choice of dimensions — as well as the choice of indi-
cators (see the appendix) — have been discussed at the roundtables of public advisors (organi-
zations of civil society, federal state and local governments) and scientific experts who are
involved in the German Poverty and Wealth Report (Semrau & Muellenmeister-Faust, 2003,
p. 129). In these discussions the broadening of the perspective to political freedoms and par-
ticipation has been widely welcomed by most of the groups. It is a goal and challenge for
these reports to stimulate a public discussion on main determinants of capabilities that go well

beyond the institutionalized groups.

Finally, most of these determinants of capabilities that we will present in the following sec-
tions are means or functionings. We are aware that further research will be necessary to

bridge the gap between functionings and capabilities.

3.3 Individual Potentials

As already mentioned, the CA forcefully argues that income is not sufficient to assess a per-
son’s well-being. Nevertheless, good reasons exist to begin with an analysis of income. This
IS necessary to take into account the importance of this means to a variety of ends and to re-
flect on deprivation of capabilities or very extensive capability sets for which adequate indica-
tors are not available (Anand and Sen, 2000; Sen, 1992, p. 111; Volkert, 2005b).

However, income is neither a sufficient indicator for well-being nor for financial potentials.
The financial situation may be more influenced by the stock of financial wealth or extreme
debts than by the flow of income. We use the term ‘extreme debts’ to describe situations in



Christian Arndt & Juergen Volkert 7 Capability Determinants in Germany

which a person (or a household) is faced with debt payments that go beyond his financial
means and make it impossible to cover at least the financial needs of a socio-economic mini-
mum. A person with a relatively low income may be better off than a person with a higher
income and extreme high debts. Also, to identify the financially rich, a picture of financial
wealth that will remain available in the long-run may be more interesting than that of a high
income that is gained only at a certain point in time and is possibly lower in other years. Thus,
to identify financial potentials, financial debts as well as financial wealth have to be included.
Nevertheless, the same financial potentials are not necessarily associated with the same com-
modities. The commodities that are available to a person may not be adequately reflected by
financial or income measures. Reasons for this are, inter alia, an unequal income and wealth
distribution within a household, complementary public transfers in kind (instead of cash trans-
fers), assistance and transfers by family or neighborhood networks, inability to efficiently dis-
pose on income and different preferences. The CA’s differentiation and work on commodities
and capabilities (e.g. Sen 1999b) can be helpful in integrating already existing relative depri-
vation or ‘standard of living’ research in Germany (Andref et al. 2004; Andrel3 2003). Such
an integration may lead to a mutually beneficial exchange of ideas in international discus-

sions.

With a certain set of commodities, individual capabilities are not necessarily determined by
the quantity of available commodities but rather by the characteristics that are valuable for a
certain person. Personal conversion factors determine the ability to convert means, such as
income and commodities into capabilities, according to personal characteristics (Robeyns,
2005, pp. 98-100).

The individual status of health and disabilities are part of these personal conversion factors.
For example, for people with physical disabilities a car may only guarantee the characteristic
of mobility when certain — costly — modifications are available that enable them to drive this
car. Kuklys (2005a,b) showed that the share of income-poor in the U.K. households with dis-
abled members nearly doubles (to almost 50 %) if not low incomes, but inadequate incomes
(with respect to the higher costs to convert income into capabilities) are taken into account.
Some forms of disability-driven capability deprivation cannot be compensated at all by higher
expenses. A capability deprivation due to the inability to reach places of social contact that
are not accessible by wheelchairs provides an example. Hence, very good or very bad health
status and life expectancy are important drivers of very restricted or very extensive capability
sets (\VVolkert, 2006).
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Other important personal conversion factors are an individual’s educational level and skills.
The necessity to distinguish educational levels (school enrolment) and skills (e.g. literacy) has
become obvious in Germany. Despite a relatively high school enrolment ratio recent studies
have shown that 10 % of all 15-years-old pupils in Germany are not able to read and under-
stand even simple texts and have to be classified as functional illiterates (OECD 2004).
Hence, such a differentiation of school attendance, on one hand, and resulting skills, on the
other, has given important insights to challenges for public education policies. Functional il-
literacy will severely restrain the capability set of these pupils (being able to participate, to
appear in public without shame, to be well informed about opportunities and risks, participate
in the labor market etc.). These obstacles may even exceed the disadvantages resulting of a
lack of educational degrees that have a more pronounced impact on employment opportuni-
ties. Regarding wealth and privileges, high university degrees and skills will substantially im-
prove the capability set of individuals in knowledge-based societies (Volkert et al. 2004).

Further personal conversion factors such as age, sex and nationality may also affect the con-
version of income and commodities into capabilities (Volkert 2006). The whole bundle of in-
dividual financial potentials, commodities and personal conversion factors certainly have a
significant impact on a person’s capabilities. Hence, we name this bundle individual poten-
tials. All individual potentials (financial potentials, commodities and personal conversion fac-
tors) can or must be transferred to any other society and country. Hence, they are quite

strongly linked to an individual.

3.4 Instrumental Freedoms

We have already pointed out, that one feature of our concept is to distinguish individual po-
tentials and instrumental freedoms. Despite the importance of individual potentials as deter-
minants of capabilities, they are not sufficient to assess poverty or wealth from a capability
point of view. To give an example: How much a chronic disease such as diabetes affects the
life expectancy depends on the access to efficient health care, on knowledge and on the
awareness of the corresponding risks — which is in turn influenced by the (prior) access to an
efficient educational system — and on social security, which guarantees these necessary oppor-
tunities also to people with low incomes (Sen, 1992, pp. 111-116; Robeyns, 2005, pp. 98-99).
Hence, public policy and social groups play a key role in determining whether low incomes,
lack of commodities and poor personal conversion factors really lead to capability depriva-
tion; or whether public policy is able to efficiently overcome these individual problems by the

provision of sufficient instrumental freedoms. Instrumental freedoms consist, inter alia, of so-
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cial opportunities, economic facilities, protective security, political freedoms, ecological se-

curity and transparency guarantees (Sen, 1999, pp. 38-41; UNEP/iisd, 2004).

Social opportunities reflect the arrangements that society makes to guarantee the access to
education, health care, public services, decent housing and other social institutions. For ex-
ample, missing or insufficient access to health care and to the educational systems, public
transport, poor housing and homelessness will induce severe capability deprivation on the one
hand. On the other, wealth, comprehensively defined as a very extensive capability set may be
characterized by privileged ‘elite’ education and training opportunities, exclusive health care
provision, residing in a privileged neighborhood with contacts to highly influential citizens

etc.

Opportunities that individuals enjoy to use economic resources for consumption, production
or exchange are called economic facilities. Perhaps the most important of economic facilities
lacking in Germany and other European countries is access to the labor market. As Sen (1999,
pp. 94-95) puts it:

“unemployment has many far-reaching effects other than loss of income, including psy-
chological harm, loss of work motivation, skill and self-confidence, increase in ailments
and morbidity (and even mortality rates), disruption of family relations and social life,
hardening of social exclusion and accentuation of racial tensions and gender asymme-
tries...” “...the massive level of European unemployment constitutes at least as important
an issue of inequality, in its own right, as income distribution itself”.

In times of an increasing importance of precarious work — not only in Europe — attention must
also be devoted to working conditions, the phenomena of working poor and low wages. On
the other side privileged career opportunities of certain individuals, families or groups may
result in high earned incomes, as well as in an extensive occupational independence that all

contribute to an extensive capability set (Arndt & Volkert, 2006a).

Protective security includes social security systems and protection from violence and crimi-
nality. A social safety net is needed in preventing a reduction of the capability sets of (parts
of) a population to abject misery or even starvation and death. In this respect the redistribu-
tional effects of the social security system, particularly its contribution in favor of the poorest
households will be of interest to assess public policy’s contribution to overcome capability
deprivation. Hence, on one hand, social security benefits guarantee a politically determined
minimum level of income and various transfers in kind to maintain a certain well-being. On
the other, particularly long-term recipients of social benefits become dependent on external
assistance, a process that may jeopardize their autonomy, self-respect and other determinants

of well-being. Therefore, the share of (long-run) recipients of social minimum benefits also
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reflect a lack of independent capabilities to maintain a minimum level of well-being, without

having to rely on or being dependent of public agencies.

Regarding the role of wealth as an extensive capability set, it can be assumed that an efficient
and fair social security, transfer and tax system should imply higher net financial contribu-
tions (net transfers to the social security, transfer and tax system) by people and groups with
higher incomes or financial potentials. Privileges can be assumed when certain persons or
groups enjoy relatively lower taxes and social security burdens in comparison to their high(er)
incomes. This may occur due to successful political lobbying in favor of tax privileges and

exemptions, or simply because of illegal tax evasion.

Moreover, a concept to assess protective security should explicitly incorporate protection

from violence, disaggregated for different groups of the whole population.

Finally, there is a need to identify ‘primary’ or ‘extreme’ poverty in the sense of missing even
biological subsistence levels (Sen, 1981) in poor as well as in rich countries. Sen (1983, p.
154) argued that the important insight of the relativity of poverty unfortunately “took the in-
vestigation entirely in the relativist direction”. It is remarkable that hunger and malnutrition
exist in wealthier countries like the United States (Sen, 1999, p. 89), with an average income
that exceeds that of Germany. In Germany it is becoming more obvious that the homeless,
drug addicts or illegal immigrants live in desperate misery and extreme poverty. Their prob-
lems have been neglected for decades. An analysis of extreme poverty requires more than
primary income explorations. This is because insufficient income is not the most important
reason for most ‘modern’ forms of primary or extreme poverty in affluent countries. There-

fore income redistribution alone may not be a promising solution (\Volkert, 2005c).*

Ecological security has recently been proposed as an instrumental factor which should be in-
corporated into the capability framework (Scholtes 2005; UNEP/iisd, 2004). Ecological secu-
rity is defined as “the provision of ecological safety nets to individuals who depend on eco-
system services for achieving many of the constituents of well-being” (UNEP/iisd, 2004, p.
29). Ecosystems and ecosystem services provide relevant services for human well-being such
as provisioning (food, fiber fuels), regulating (purification, detoxification, mitigation of
droughts and floods) and enriching (spiritual, aesthetic, social; UNEP/iisd, 2004, p. 5).

! The German government has just recently begun to systematically assess extreme poverty. For a preliminary

description of this project refer to Ludwig & Neumann (2003).
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Political freedoms refer to the opportunities to participate in determining governments and
public policies. The capability approach necessitates a considerable level of participation of
citizen in politics. A policy is to be determined of what people value and have reason to value:
The state can, on the one hand, enhance the citizen’s political freedoms. On the other, people's
use of these enhanced participatory capabilities will in turn influence the behaviour of the
state and civil society. To analyze this two-way relationship, formal as well as informal op-
portunities and barriers to participate in political life have to be included. This is necessary as
such barriers identify the needs and areas where action is required. Needs that are not articu-
lated in the democratic process tend to be neglected and highly influential interest groups can
further distort the distribution of access to political power (Sen, 1999; Schneider & Volkert,
2005). So, the CA requires broad access to the political process — both because it is in itself an
important instrumental freedom, and because it provides the information needed to formulate
effective policies. Whether this participation is well-informed may, inter alia, depend on an

individual’s political interest that may therefore also be included.

Sabina Alkire (2002, pp.129-153) has identified four participation functions that are essential
for capability analyses. First of all, participation may have an intrinsic value for persons as
choosers. It enhances the freedom of participants to express their views and contribute to a
more valuable consensus. The higher value is due to broader participation and may be re-
flected in sociability or consolidating a sense of community and cooperation among the deci-
sion-making group. Second, participation may have instrumental importance to improve cer-
tain outcomes. This is so, because a decentralized decision process provides more and better
information on people’s needs that in turn may result in a more precise analysis of needs;
or/and because this improves the prerequisites and incentives for decision-makers to take ac-
count of the various expectations and needs of those who are or should be involved in the de-
cision making process. Third, the constructive effects of participation consist in forming and
clearing values. Value formation results from participation because citizens have the opportu-
nity to learn from one another and to contribute to the social formation of values and priori-
ties. Additional information generated by participative processes may modify attitudes or
even values. Consequently, values and value priorities may be clarified and quite a number of
formerly unconsidered positions may be modified. This can help to identify what individuals
or groups really want (Alkire, 2002, pp. 137; Sen, 1999, p. 80). Fourth, effective participation
plays a necessary role in protecting personal freedom and in considering identity effects. Free
choices do not only constitute what people do but also who they are — their identity and cul-

ture. Sen’s CA assumes that people have plural identities (for example being German, a rock
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fan, conservative party activist, and a citizen of Berlin). Furthermore, people should be able to
choose how they want to live. Sen mentions that people must have the opportunity to decide
freely which tradition to follow and which to deny. Hence, participation is necessary to ensure
that people have the opportunity to decide on cultural conflicts (Sen, 1999, pp. 31-32). This
can entail adopting new cultural practices through the implementation of development meas-
ures as well as to refrain from such new practices as long as people have and keep the free-

dom of participatory decision making.

In the CA the opportunities to realize social actions under guarantees of disclosure and lucid-
ity are called transparency guarantees (Sen 1999, p. 39). For poverty analyses the degree of
bureaucratization and the resulting size of non-take-up-rates of social transfer payments are of
particular interest. The same holds for obstacles in transparency guarantees due to corruption,
bribery or fraud with respect to poverty as well as wealth analyses (Volkert et al., 2004, pp.
131-143). This is most important because formal public policy guarantees of other instrumen-
tal freedoms, like access to health care or social security, do not enhance individual capabili-
ties for those people that are not able to benefit from them because of corruption or bureau-
cratic complexity. Thus transparency guarantees are indispensable for identifying a lack of

real freedoms and privileges resulting from corruption and other obscure social activities.

3.5 Instrumental Freedoms, social Exclusion, Privileges and public Policy

As already mentioned in section 2 one of the main goals of the official German Poverty and
Wealth Reports is to analyze social exclusion and privileges.

We argue that social exclusion and privileges are both conceptually linked to instrumental
freedoms. Social exclusion can be conceptualized as a specific lack or social denial of instru-
mental freedoms to certain individuals or groups. For example, deficits of individual poten-
tials like income poverty or severe diseases do not constitute exclusion as such. Instead it is
the lack of corresponding instrumental freedoms like the denial of social security payments or
of an access to health care that lead to social exclusion. On the other side, social privileges
may be seen as an extensive set of instrumental freedoms that is often established and main-
tained by impairing the capability sets of other citizens. Again, an extensive set of individual
potentials like high income, very good health or excellent education alone will not be associ-
ated with privileges. Privileges will be established by instrumental freedoms like exclusive
access to elite education, excellent health care, top economic positions or by corruption that
may also be used to exclude others from these opportunities.
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Obviously, instrumental freedoms are important determinants of individual well-being, social
exclusion and privileges in a CA-framework. Instrumental freedoms conceptualise all deter-
minants that can be directly influenced by the state and social groups and hence bear a spe-
cific importance for official poverty and wealth reports. Public policy can design and control
instrumental freedoms while individual potentials may only be modified indirectly via in-
strumental freedoms. To give an example: to improve the skills of a population, public policy
can provide instrumental freedoms like the access to (excellent) education; however, this will
not guarantee the improvement of the people’s skills, as long as the population is not willing
to attend these educational programs. Therefore, the conceptual identification and boundaries
of instrumental freedoms illustrate the field that public policy can directly influence and

which will therefore be in the focus of an analysis and evaluation of public policy.

4 First empirical Findings for Germany

4.1 Choice of Indicators and GSOEP as Database

The general CA-framework sketched out in the preceding section has been established with
respect to conceptual questions and without compromises due to data restrictions. In contrast
to the conceptual framework, the choice of indicators has necessarily been driven by the
availability of suitable data. In the following we build partly on the already mentioned first
empirical feasibility study, in which the German government requested to explore the avail-
ability of suitable indicators, missing data and ways to provide data that are not yet available
(Arndt et al., 2006). For the details a list of the proposed and currently feasible indicators is
provided in table 2 in the appendix. It shows that not all determinants of capabilities men-
tioned in section 3 can already be assessed in a completely satisfying way. In quite a number
of issues we have recommended to further elaborate and supplement the database. However, it

lies beyond the scope of this paper to discuss these shortcomings in further detail.

To decide on indicators to be proposed we have proceeded in the following way: Indicators
have been selected that should catch the main aspects of the CA in the light of recent research
on German social policy issues. Moreover, the German government wants its poverty and
wealth reports to serve as a complementary source of information for its National Action
Plans that have to be provided at the level of the European Union. Therefore, the desire was to
give priority to the so called Laeken-indicators. This is a list of indicators that have been
agreed upon by European Member States to be relevant for assessing poverty and social ex-

clusion (in an earlier version proposed by Atkinson et al., 2005a,b, and 2002). Each Member
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State has to supply data for all these indicators (Volkert, 2006). Therefore, we decided to use
Laeken-indicators as far as these are suitable to assess main determinants of capabilities in
order to avoid parallel work by similar, though not identical indicators. Nevertheless, we pro-
posed additional indicators that have been missing where certain relevant dimensions such as

political freedoms and participation or other relevant fields had not been on the agenda before.

We have chosen the GSOEP as our database. GSOEP is a wide-ranging representative longi-
tudinal micro-data panel that includes about 12,000 private households and about 22,000 per-
sons in Germany. In principal, it covers all relevant CA-dimensions for about the past 20
years. It allows to identify determinants of capabilties from a microeconomic perspective for
households and individuals. Information about wealthy people is often underrepresented in
household surveys. Therefore, from the year 2002 on, GSOEP provides an oversampling of
high-income households to allow analyzing patterns of inequality and extreme wealth more
precisely. In many fields of capability research GSOEP appeared to be very helpful also be-
cause it has — among other — been established following German Lebenslage-approaches with
their remarkable similarities to the capability approach. Because we can retrieve information
regarding almost the full set of our proposed CA-dimensions, we are able to analyze interac-
tions between the different capability determinants, e.g. have a look at dependencies of finan-
cial and non-financial characteristics, as done in section 4.4. In addition, the longitudinal
structure of the panel not only allows to report aggregated developments of capabilities, but
also permits to have a closer look at the dynamics at the household or individual level — for

example long term unemployment.

However, the neglect of political freedoms and participation in German official Poverty and
Wealth Reports as well as in quite a number of independent German studies on poverty and
wealth has been reflected by a lack of suitable indicators in GSOEP. The only indicator that is
at least associated with political participation is a question about “political interest’. Given the
outstanding importance of this field in the CA, this is certainly not sufficient. Therefore, sup-
plementary data of the German General Social Survey (ALLBUS) is used, a survey that is
more suitable to assess different kinds of formal and informal political participation in Ger-
many. However, ALLBUS serves only as a specific opportunity for in depth analysis of po-
litical freedoms and participation as it includes only 3,000 persons in Germany and is less
suitable than the GSOEP to assess other dimensions of capabilities. Hence, we recommended
to supplement further indicators for the identification of political freedoms and participation
into GSOEP to allow for analyzing these issues on a comprehensive micro-data basis.
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As we have already emphasized in section 3.2, our indicator set can only serve as a first pro-
posal for further public discussion. Therefore, the choice of indicators has already been dis-
cussed by a variety of public advisors (organisations of civil society, federal states and local
governments) and by scientific experts that are involved in the Poverty and Wealth Report.
But still, a main target of subsequent reports will be to stimulate a broad public discussion on
indicators for determinants of capabilities — as well on the German as on the international

level.

4.2  Gender Inequality: Descriptive Results for the main Indicators

Amartya Sen (1999, p. 109) argued that “we cannot analyze gender inequality primarily in
terms of income differences.” He stressed that there is a need for more information to specify
inequalities that exist within economic affluence. He requested information concerning other
types of deprivation to directly assess inequality and poverty in order to relate “the extent of
relative deprivation of women to the existing inequalities in opportunities (in earning outside

income, in being enrolled in schools and so on)”.

We have briefly explored the relevance of Sen’s argument for Germany, using the CA-
framework, established in the previous sections. A more sophisticated analysis of CA and
gender questions for Germany has been carried out elsewhere (Arndt & Volkert, 2006b). Fig-
ure 2 shows that on one hand, women are confronted with only slightly higher income poverty
rates (13.2 % versus 10.9 %) compared to men as well as almost similar shares of persons in
households with extreme debt burdens (6.6 % to 6.3 %).

To a large extent, this is due to the fact that income is measured and weighted per household,
obscuring intra-household inequalities. To the contrary, women are much worse off with re-
spect to lack of education (women 16.7 % versus men 8.1 %), political participation (women
16.8 % versus men 10.1 %) and economic facilities (women 27.9 % versus men 16.6 %).

The results indicate that the shortcomings of income focused poverty assessments highlighted
by Sen’s CA play a significant role in Germany. Moreover, regarding the necessity to redes-
ign public policies it is obvious that improvements in the field of education for women are
more urgent than household-oriented financial redistribution. However, the even more pro-
nounced female deprivation within economic facilities signals that improving education will
not be enough. Instead, public policy will have to ensure better labor market access and work-
ing conditions for women in Germany as they still have less opportunities in the labor markets

— even with the same educational level.
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Figure 2: Lack of individual potentials and instrumental freedoms among men and women in Ger-
many (2004)
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Source: Arndt & Volkert (2006a), GSOEP 2004. For detailed descriptions of underlying indicators
refer to Table 2 (Appendix)

Sen’s thesis that non-financial inequalities may be more pronounced than financial is also
confirmed with respect to very extensive individual potentials and instrumental freedoms in
Germany (Figure 3). Differences between female and male high income and financial wealth
are again less pronounced than other determinants of capabilities, notably in the fields of
health status, education, social opportunities (particularly access to privileged health care) and
economic facilities. Moreover, the data that is available shows that the male shares in Ger-
many who benefit from extensive individual potentials and instrumental freedoms in Ger-
many are almost higher in all dimensions — except disabilities — than the female shares.? This
indicates that inequality between women and men is even more pronounced within a CA-
perspective for poverty and wealth than a focus on income inequality or deprived function-

ings or capabilities alone might have suggested.

2 Slightly more women (87,8 %) than men (85 %) in Germany report that they do not suffer from any severe

disability. This result was not depicted in figure 3 because the high female and male values of this indicator

would have made it difficult to perceive the other smaller values.
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Figure 3:  Very extensive individual potentials and instrumental freedoms among women and men in
Germany (2004)
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Source: Arndt & Volkert (2006a), GSOEP 2004.

Finally, it is remarkable that significantly more women show little or low political participa-
tion or interest and even less women show a strong interest in politics. This indicates the ne-
cessity for public policy to strengthen female political interest and participation to increase
the probability to overcome existing gender inequalities within the political competition.
Without more female public interest and action there is the risk that deficits will be neglected

in the political process and will prevail in the long run.

It shall be noted again that the concrete GSOEP political participation values have to be inter-
preted with caution as they relate to the indicator *high or low political’ interest. Hence, in
this section a potentially lower political participation could only be measured based on politi-
cal interest. To avoid these problems we have carried out the special analysis of political par-

ticipation in the next section with more suitable ALLBUS-data.

4.3  Political Participation and Inequalities

We have seen that remarkable gender differences persist in Germany. However asymmetric
political participation is also found in other capability-relevant fields in Germany. We have
already argued, that within a CA-framework political participation shall guarantee that differ-

ent social values are recognized, discussed and become part of a critical value formation in
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political processes. This requires broad and at least fairly proportionate participation rates by
all actors. Drawing on the more suitable ALLBUS-data to identify political participation in
Germany, we find remarkable differences in participation also between households that face a
risk of income poverty (lower than 60 % of median equivalent income) and households with
high incomes (higher than 200 % of median equivalent income, see figure 4). About 93 % of
the respondents in high-income households, but only about 79 % of low-income households

say that they have participated in political elections.

Figure 4 depicts further remarkable differences: citizens with higher incomes show higher in-
clination to become active members of political parties, assist political candidates in cam-
paigns, discuss in political events, participate in legal demonstrations and become active

members of civil society initiatives.

The importance and potential consequences of these results become more obvious if we look
at them from a perspective of CA participation functions (see the discussion in section 3.4). In
the light of these participation functions (Alkire, 2002) the dominance of financially rich citi-
zens is particularly strong. Main participation functions like instrumental and constructive ef-
fects, formation of intrinsic value and identity require active contributions in open discourses.
These contributions in open discourses will be more effective in certain forms of political par-
ticipation like being member of a political party or civil society initiative, assisting political
candidates or discussions in political events than in more passive or illegal forms of political
responses. Obviously, the inequality of political participation between the income rich and
poor in Germany is most pronounced for these important forms of open discourses Moreover,
due to the dominance of financially rich people for these discoursive forms of political parti-
ciaption the risk occurs that positive participation effects will be shared almost exclusively
among rich-income people thereby distorting the political process and devaluating political
consensus. To the contrary, participating in illegal demonstrations and particularly to protest
by staying away from the polls (a reaction that is almost as widespread in high as in low-

income groups) tends to be less adequate to fulfill the CA-tasks of political participation.
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Figure 4: Differences in political participation between households with high and low incomes in Ger-
many (2002)
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Therefore, a public policy that tries to build on broader public action should be aware of the
formal and informal methods of political participation that are used by different citizens and
groups. This may enable to clarify how far important functions of political participation are
really secured for different groups of citizens.

4.4 Interdependencies between financial and non-financial Determinants of Capabili-
ties

Sen (1999a, p. 94) stated that the difference of a traditional concentration on economic wealth

and a broader focus on the lives we can lead is important to conceptualize poverty, affluence

and development. This is not only due to the fact that, as we have already demonstrated, ine-

qualities are often more severe regarding non-financial instead of financial determinants of

capabilities — moreover, focusing only on income would miss substantial fractions of the

population who suffer from non-financial impairments.
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Figure 5: Financial and non-financial impairments of determinants of capabilities in Germany (2004)
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Source: Arndt & Volkert (2006a), GSOEP 2004.

Figure 5 shows that besides the 17 % (14 % + 3 %) of people in Germany who suffer from
financial impairments (low incomes or extreme debts), a considerably larger fraction is sub-
ject to non-financial impairments without being financially poor (38 %). Meaning a narrow
focus on financial poverty would miss a substantial fraction of the population, among them
people with very severe non-financial impairments, like illiteracy, severe diseases, lack of

health insurance etc.

4.5  Main Drivers of Capability Inequalities: Regression Results

Going beyond these first descriptive statistics and regarding the causes of inequality and pov-
erty in Germany, maximum-likelihood-probit estimations show that missing or low education
has a very prominent role among the main drivers of most determinants of capabilities in Ger-

many.

Table 1 shows the estimated influences of the regional background in the former socialistic
East Germany, sex, education and low income on main determinants of capabilitiy depriva-
tion. For the full regression output see table 3 in the appendix. Taking into account various
important control variables one result is, that people in East Germany face significantly higher
risks to be income poor (+4 %), to suffer from persistent poverty (+2 %), extreme debts (+2
%), and low economic facilities (+4 %) like low wages (+3 %) than people in West Germany.
They have significantly more problems in getting access to decent housing and are more
likely not to be interested in politics at all. Nevertheless, they have a significantly smaller risk

(-5 %) of insufficient school education than the population in West Germany.



Christian Arndt & Juergen Volkert 21 Capability Determinants in Germany

Table 1: Main drivers of capability deprivation in Germany (2004).
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East Germany 0.04*** (0.02*** 0.02*** -0.05*** (0.04*** (0.03*** -0.00 0.06*** 0.02***  -0.00
[vs. West] (0.00) (0.00) (0.00) (0.00) (0.01) (0.01) (0.00) (0.01) (0.01) (0.00)
Women -0.00 -0.00 (0.00) 0.05*** 0.04*** 0.11***  -0.00 -0.00  0.07***  0.00
[vs. men] (0.00) (0.00) (0.00) (0.00) (0.01) (0.01) (0.00) (0.00) (0.01) (0.00)
School Drop Outs ~ 0.23*** (0.13***  -0.01* - 0.20*** Q.17*** 0.93*** 0.05*** (0.31*** 0.02**
[vs. Tech. /Upper] (0.03) (0.03) (0.00) - (0.03) (0.05) (0.07) (0.02) (0.03) (0.01)
Income poverty - - 0.01 0.02** - - -0.00  0.03*** 0.04*** 0.03***
- - (0.00) (0.01) - - (0.00) (0.01) (0.01) (0.01)
Observations 16,825 16,733 16,653 16,811 16,825 10,387 399 16,284 16,795 16,796

Maximum likelihood probit estimates, marginal effects reported. Robust standard errors in parentheses. ***Significant at
the 1 % level; **significant at the 5 % level. Various further not depicted variables have been controlled for and are
partly significant; among them 4 household types, 4 age groups, 4 educational levels, 5 groups of occupational status and
3 groups of employment status. For the full regression output see table 3 the appendix. Data: GSOEP 2004, authors’ cal-
culations.

Table 1 also confirms the first gender-specific result of the descriptive analysis in section 4.2.
Indicators with focus on the financial situation on household level (income poverty, persistent
poverty, extreme debts) apparently show no significant differences between females and
males in Germany, which is partly due to the limits of the household concept as stated by Sen
(1999). Our regression results also show that gender inequalities can be found with regard to
non-financial determinants of capabilities. Controlling for various other variables, women
bear a significantly higher risk of being insufficiently educated (+5 %), and suffer from de-
prived economic facilities (+4 %). This is mainly due to their risk of working in a low-wage
job which is c.p. 11 % higher than for men. With regard to the policy implications of these
results, we have to conclude that a more inclusive education for females may solve at least an
important part of these inequalities. This may pose a severe challenge in improving the over-
all situation for women by public policy. However, we have to acknowledge, that for a more
detailed analysis of gender issues it is indispensable to take into account possible further gen-
der specific influences. These may be specific problems of mothers, like lone motherhood and
the respective number of children (see Arndt & Volkert, 2006b).

But apparently, the most remarkable driver of unequal determinants of capabilities in Ger-
many is the lack of education. Controlling for other determinants of capabilities school drop
outs’ risk to live in income poverty is 23 % higher than for people who succeed in doing a
technical or upper degree. The probability for drop outs to be persistently poor is 13 % higher.

They are signficantly more probable to be deprived from economic facilities (+20 %), to work
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in low-wage jobs (+17 %), to be deprived from access to decent housing (+5%) and protective
security (+2 %). Furthermore, the probability that drop outs are not interested in politics is
31 % higher. Further results with regard to facing problems to benefit from the health care
system in Germany have to be interpreted with caution, given the small number of only 399

observations in the case of this regression.

It would go beyond the scope of this study to discuss the causal factors for these remarkable
results. We can only briefly confront these findings with the influence of income poverty.
This may provide a first insight into Sen’s thesis that income poverty is only part of the prob-
lem. Yet, financial aspects may provide a substantial value added. Obviously, income poverty
significantly increases the risk of insufficient education (+2 %), deprivation of protective se-

curity (+3 %), bad housing conditions (+3%) and no interest in politics (+4 %).

Sen’s thesis that income is not necessarily of the greatest importance is underlined by the fact
that the influence of insufficient education seems to be at least equally important as the influ-
ence of income poverty with respect to a lack of decent housing and political interest. The de-
scriptive results indicate that the group of the income poor is quite different from the group of
people suffering from extreme debts. This may be reflected by the finding that only education
and not income poverty has at least a slight significant impact on extreme debts. Moreover,
even in the areas where income poverty has a remarkable impact on deprivation with respect
to social security, a lack of education is of almost similar importance. Finally, controlling for
various other variables, the additional risk to suffer from insufficient education is more pro-
nounced for women than for the income poor. We can cancel out potential implications from
possible endogeneity bias on our conclusions as the robustness of the reported results has
been checked also for the case of alternative regression set ups — without controlling for in-

come issues.

We can conclude that although income poverty without doubt is an important driver of capa-
bility deprivation in Germany, Sen’s argument that we have to include non-financial aspects
is empirically confirmed for Germany. Even the few results that were selected from the first
empirical feasibility analysis for Germany show that other factors like education and sex have
to be included as they may cause more significant impacts than income poverty.
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5 Conclusions and Perspectives

The main intention of this study was to present and discuss a comprehensive capability con-
cept to assess inequalities in main determinants of capabilities and to identify poverty, social

exclusion and wealth as well as privileges from a CA perspective.

Our conceptual work underlines Sen’s thesis that the CA can be applied not only to develop-
ing but also to affluent countries. Moreover, experiences related to German as well as Euro-
pean poverty reports show remarkable similarities between German ‘Lebenslage-approaches’
and EU poverty assessments, on one side, and an assessment of capabilities, on the other.
Hence, a more intensive international exchange of concepts established in affluent countries

and capability assessments may be mutually beneficial.

First empirical results for Germany confirm Sen’s thesis that it is necessary to broaden the
perspective from a narrow income focus to a fuller picture of human freedoms. Regarding the

German situation this is so because:

e As assumed by Sen, inequalities, e.g. between females and males, tend to be even
more substantial for non-financial than for financial determinants of capability depri-

vation.

e Inequalities are more pronounced when we extend the perspective to financial and
non-financial determinants of very extensive functionings, particularly with respect to

the non-financial determinants; again gender issues provide examples.

With respect to the importance of political freedoms and participation substantial inequalities
prevail even in affluent countries such as Germany. These may become obstacles for neces-
sary improvements of public policies’ potential to substantially decrease inefficient and unjust
inequalities. Furthermore, a broad perspective covering both financial and non-financial de-

terminants of capabilities may also be helpful to identify the main drivers of inequality.

There is no doubt, that a variety of questions are left open for further discussions and re-
search. Our analysis has been restricted to the main determinants of capabilities, particularly
functionings, including financial potentials, personal conversion factors and selected instru-
mental freedoms. However, neither have we bridged the gap from functionings to capabilities;
nor have we analyzed their concrete interplay within the capability set that may intensify the
impacts of isolated deprivation or privileges. Both will have to be left for further research as
well as important longitudinal empirical research that is possible with GSOEP.
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The German government’s decision to refer to Amartya Sen’s CA as a conceptual framework
for subsequent reports on poverty and wealth have to be interpreted as a first step. It has
broadened the scope of analysis, amongst other, to political freedoms and political participa-
tion. More steps will be needed to move from that principal decision to a fully satisfying as-

sessment of capabilities.
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Appendix

Table 2: List of indicators

Indicators for lack (very
extensive) determinants of
capabilities in black

(grey):

Operationaliation with SOEP 2004, exemptions have been indicated

(% shares of all respondents > 16 years, unless otherwise specified)

Financial poverty

Income poverty

High income

Extreme debts

High wealth

Financial wealth

Health impairments

Current health status

Impairments of everyday
life

Disability

Good health, no disabilities

Lack of education

High education

Lack of social opportunities

Income Poverty OR Extreme Debts

Net equivalence income of households (new OECD-scale) < 60 % of
respective median household equivalence incomes (= E.U.’s official “at-
risk-of poverty threshold”).

..>200% ...

Persons in housholds, having to serve debts with a disposable income
(after debt service) < official socio-economic financial minimum (= 930
€, for 1. Person, + 350 €, for a 2. Person, + 195 € per further persons).

People in households with incomes from wealth (capital and real estate)
that can permanently generate at least 200% of housholds’ net median
equivalence incomes.

High Income OR high Wealth

Current personal health status AND resulting impairments of everyday
life

Health status subjectively reported as ,,bad“ or ,,very bad*

Severe, frequent or permanent impairments related to at least three of the
following five activities:

- going a staircase up- or downstairs,
- exhausting activities

- on the workplace or everyday activities (quantitatively OR qualita-
tively) impaired by physical health conditions

- on the workplace or everyday activities (quantitatively OR qualita-
tively) impaired by mental health conditions

- reduced social contacts due to physical or mental health problems
Disability with an officially confirmed ,,grade” of 50 (maximum: 100)
Current personal health status reported to be good or very good AND
none of the mentioned impairments in everyday life AND no disabilities
School drop out or seconday education without further occupational
training or apprenticeship

University degree (refering to all persons > 16 years who are not in edu-
cation or training processes)

,.Insufficient access to education* OR ,,insufficient access to health
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Insufficient access to educa-
tion

Insufficient access to health
care

Insufficient access to decent
housing

Very extensive social op-
portunities

Lack of economic facilities

Persons living in jobless
households

Long-term unemploeyed

Low wages

Working poor

Very extensive economic
facilities

Protective security

Dependence on social assis-
tance

Dangerous environment

Very extensive protective
security

Lack of ecological Security
Polluted air

Noise

Very extemsive ecoligical
security

Lack of political participa-
tion

Very extensive political
participation

care” OR ,,insufficient access to decent housing*

Share of young (16 to 24 year old) early school leavers as % of all
young, 16 to 24 year old people.

Persons, who have not consulted a doctor although they have suffered
health impairments in the last three months.

Persons, whose housing is subjectively characterized as ‘in urgent need
of complete renovation’ or ‘being in danger of breaking down’ OR
‘overcrowded’ OR ‘lacking socially necessary amenities’.

Private health insurance

Persons, living in jobless households OR being long-term unemployed
OR “Working Poor”” OR working for low wage.

Persons (excluding pensioners and students) in households without any
member in the labor force (% of all persons excluding students and pen-
sioners)

Persons, having been unemployed for at least 12 months on December
2003 (% of all persons).

Regular monthly net income before the interview below the at-risk-of
poverty threshold (60% of median equivalence income) as % of all per-
sons > 16 years in the labor force.

Persons, living in a household with at least one person in the labor force
with a disposable net equivalence income below the at-risk-of poverty
threshold (60% of median equivalence income) as % of all persons in
households with at least one member in the labor force.

Very extensive occupational autonomy (leading position with compre-
hensive leadership tasks and competences)
‘Dependence on social assistance’ OR ,,dangerous environment*

Persons depending on minimum social and unemployment assistance
(,Sozialhilfe’, Sozialgeld®, Arbeitslosengeld 11°)

Persons, who subjectively classify their neighborhood as ,,very insecure*

Persons privileged by tax and social security payment privileges; per-
sons who say their neighborhood is very secure

Problems with ,,Polluted Air*“ OR ,,Noise*

Persons, who subjectively feel to be strongly impaired by air pollution in
their housing environment

Persons, who subjectively feel to be strongly impaired by noise in their
neighborhood

Persons, who say they are not at all affected by air pollution or noise in
their neighborhood

Absolutely no political interest

»High* political interest
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Table 3: Drivers of capability deprivation in Germany (2004).

Access to

Income Persistent Extreme . Economic Low  Access to Political Protective
overt: overt: debts Education facilities wage health care decent interest  securit

Marginal Effects P y P Y 9 housing y
East-Germany 0.04*** 0.02*** 0.02*** -0.05*** 0.04*** 0.03*** -0.00 0.06*** 0.02*** -0.00
(0.00) (0.00) (0.00) (0.00) (0.01) (0.01) (0.00) (0.01) (0.01) (0.00)
Women -0.00 -0.00 0.00  0.05*** 0.04*** 0.11*** -0.00 -0.00 0.07***  0.00
[vs.Men] (0.00) (0.00) (0.00) (0.00) (0.01) (0.01) (0.00) (0.00) (0.01) (0.00)
1-Pers.-HH 0.01 0.00 -0.00 -0.02*** -0.04*** -0.03* 0.00  -0.06*** -0.04*** 0.00
[vs. Other Comb.] (0.01) (0.00) (0.01) (0.01) (0.01) (0.02) (0.00) (0.01) (0.01) (0.00)

Single Parent 0.03**  0.01 -0.00 -0.01 -0.03*** -0.03 0.01  -0.06*** -0.02 0.03**
(0.01) (0.01) (0.01) (0.01) (0.01) (0.02) (0.03) (0.01) (0.01) (0.01)
Couple Without Children -0.04*** -0,02*** -0.01 -0.03*** -0.07*** -0.02 -0.00  -0.09*** -0.04*** -0.00
(0.01) (0.00) (0.01) (0.01) (0.01) (0.02) (0.00) (0.01) (0.01) (0.00)
Couple With Children -0.03*** -0.01*** -0.00 -0.02*** -0.05*** 0.01 0.00  -0.08*** -0.05*** -0.00
(0.01) (0.00) (0.01) (0.01) (0.01) (0.02) (0.00) (0.01) (0.01) (0.00)
Age 16-29 0.02*** -0.00 -0.01*** 0.01 0.03*** 0.06*** - 0.00 0.06*** 0.00*
[vs. Age 30-44] (0.01) (0.00) (0.00) (0.01) (0.01) (0.01) - (0.01) (0.01) (0.00)

Age 45-64 -0.02*** -0,01*** -0.02*** 0.02*** -0.01** -0.01  0.82*** -0.02*** -0.05*** -0.00**
(0.00) (0.00) (0.00) (0.01) (0.01) (0.01) (0.19) (0.01) (0.01) (0.00)
Age 65+ -0.03*** -0.01** -0.03*** 0.08*** -0.05*** 0.04 0.20 -0.01 -0.04*** -0.00
(0.00) (0.00) (0.00) (0.01) (0.01) (0.04) (0.22) (0.01) (0.01) (0.00)
Secondary School Degree 0.06*** 0.03***  0.00 - 0.07*** 0.08***  0.05 0.03*** 0.14*** 0.01*
[vs. Technical/Upper] (0.01) (0.00) (0.00) - (0.01) (0.01) (0.06) (0.01) (0.01) (0.00)
Intermediate School Degree 0.03*** 0.01***  0.00 - 0.03*** 0.02*** (.76*** 0.00 0.07***  0.00
(0.01) (0.00) (0.00) - (0.01) (0.01) (0.22) (0.01) (0.01) (0.00)

Other Degree 0.12*** 0.07*** -0.00 - 0.12*** 0.08*** - 0.04*** 0.16*** 0.02**
(0.02) (0.01) (0.00) - (0.02) (0.02) - (0.01) (0.02) (0.01)

No School Degree Yet 0.01 - -0.01 - 0.10 - - 0.10 -0.04 -
(0.04) - (0.02) - (0.09) - - (0.07) (0.05) -

School Drop Outs 0.23*** 0,13*** -0.01* - 0.20%** 0.17*** 0.94*** (0.05*** 0.31*** 0.02**
(0.03) (0.03) (0.00) - (0.03) (0.05) (0.09) (0.02) (0.03) (0.01)
Reg. Part-Time Employment 0.05*** 0.03***  0.00 -0.01  0.45%** (0.47*** - -0.01 -0.01 -0.00
[vs. Full-Time] (0.01) (0.01) (0.00) (0.01) (0.02) (0.02) - (0.01) (0.01) (0.00)
Other gainfully empl. stat. 0.12*** 0.06*** -0.00 -0.01  0.80*** 0.91*** -0.00 -0.00 -0.02** -0.00
(0.02) (0.01) (0.00) (0.01) (0.01) (0.01) (0.00) (0.01) (0.01) (0.00)
Not Employed 0.09*** 0.03**  0.03 -0.02  0.32*%** - -1.00***  0.07* 0.06 0.01
(0.03) (0.01) (0.03) (0.02) (0.05) - (0.00) (0.04) (0.04) (0.02)
Civil servant -0.05*** -0.01*** -0.02*** -0.05*** -0.09*** -0.10*** - -0.02*  -0.02 -0.00
[vs. self employed] (0.00) (0.00) (0.00) (0.01) (0.00)  (0.00) - (0.01) (0.02) (0.01)
Employee -0.05*** -0,01*** -0.02*** -0.03*** -0.07*** -0.12*** -0.00 -0.00 0.01 -0.00
(0.01) (0.00) (0.00) (0.01) (0.01) (0.01) (0.00) (0.01) (0.01) (0.00)
Worker -0.03*** -0.00 -0.01*** 0.08*** -0.03*** -0.05*** -0.00 0.02* 0.09***  0.00
(0.00) (0.00) (0.00) (0.02) (0.01) (0.01) (0.00) (0.01) (0.02) (0.00)
Pensioner -0.05%** -0.01 -0.04** 0.10*** -0.24*** -0.08***  0.02 -0.06** -0.01 -0.00
(0.01) (0.01) (0.02) (0.03) (0.02)  (0.00) (0.04) (0.03) (0.04) (0.01)
Unemployed (not employer) 0.03 0.02 -0.02*%** (0.12*** -0.04** - - -0.04*  0.01 0.01
(0.03) (0.02) (0.01) (0.04) (0.02) - - (0.02) (0.04) (0.02)
Nationalized 0.00 -0.00 0.01 -0.00 0.00 -0.01 0.00 0.06***  0.03* -0.00
[vs. German born] (0.01) (0.00) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.00)
Foreign 0.04*** 0.02*** 0.01 0.06*** 0.01 -0.01 0.01 0.12*** 0.11***  -0.00
(0.01) (0.01) (0.00) (0.01) (0.01) (0.01) (0.02) (0.01) (0.01) (0.00)

Income poor - - 0.01  0.02** - - -0.00  0.03*** 0.04*** (.03***
- - (0.00)  (0.01) - - (0.00) (0.01) (0.01) (0.013)
OECD2-wght. Inc. - - -0.05%** -0.05*** - - -0.00  -0.06*** -0.02*** -0.00
- - (0.00) (0.01) - - (0.00) (0.00) (0.01) (0.00)
Observations 16825 16733 16653 16811 17694 10622 399 16284 16795 16796
Pseudo-R? 0.206 0.218 0.183 0.214 0.452 0.544 0.335 0.114 0.125 0.146

Maximum likelihood probit estimates, Marginal effects reported. Robust standard errors in parentheses. ***Significant at the
1 %60 level; **significant at the 5 % level. Data: GSOEP 2004, authors” calculations.
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