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Executive summary

Introduction

The expansion of the EU provides an opportunity to improve understanding of the way in which a state can influence
outcomes for its citizens: increasing diversity leads to substantial variation in terms of policies and their implementation,
and it brings challenges in terms of the number and complexity of such differences. One way of dealing with this is to
group countries. Many different models have attempted this, both in Europe and more widely, but none specifically
focuses on quality of life while including the full set of current EU Member States. The goal of this project was to
develop a country typology focused on quality of life as a multidimensional concept for the 34 countries included in the
third European Quality of Life Survey (EQLS).

Policy context

There is a general commitment in Europe to take into account a broad range of outcomes in assessing the goals and
effectiveness of economic and social policy, including quality of life. Several bodies are engaged in the reporting and
monitoring of quality of life in Europe, and have published reports that recommend going beyond the measurement of
GDP as an indicator of well-being. The Europe 2020 strategy, adopted in June 2010, defines measurable targets for a
number of indicators that go beyond GDP, which are used to monitor the EU Sustainable Development Strategy.

In some EU Member States, unemployment is a pressing problem; in others, a low standard of living (even among those
employed) remains an urgent issue. An approach that groups countries based on the nature of their dominant quality of
life problems would be a useful guide to where policy attention is most needed. This approach can illuminate the way
in which state activity matters most for quality of life. It would also allow an assessment of the interdependence of the
dimensions and of the extent to which different policies and strategies lead to different quality of life outcomes, or
whether similar outcomes can be achieved through different policy approaches.

Approach

Ideally, a country grouping system should be: grounded in institutional factors of broad relevance; relatively stable over
time; and relevant to quality of life. In order to meet these standards, this study comprised three elements:

= an in-depth ‘rapid evidence assessment’ review of the literature on country grouping, focusing on quality of life;

= an empirical cluster analysis of a small number of indicators of state capacity and action to investigate whether this
approach could be used to expand, update and validate a system derived from the literature review;

= an empirical analysis of the 2012 EQLS to test the extent to which the system of grouping countries accounted for
country-level differences in quality of life.

Key findings

A tendency towards convergence was found in the reviewed literature, despite differences in approach and
presuppositions. Here, seven groups of countries were identified: Nordic countries, the western islands, continental
countries, Mediterranean countries, Baltic states, central and eastern Europe, and the Balkan countries. For quality of life
research, it makes sense to split the Mediterranean group that was identified in the literature into two groups: east and
west. This yields eight groups of countries at the most detailed level.

© European Foundation for the Improvement of Living and Working Conditions, 2014 1
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The empirical cluster analysis yielded a different grouping system at the most detailed level (seven groups). However,
at a more aggregated level of analysis, 26 of the countries fall within similar groups, under both the literature-based
analysis and the empirical cluster analysis. The results hold promise for the possibility of developing a method of
validating, expanding and updating the country grouping system based on analysis of widely available macro-level
indicators. Further work is needed in this area, however, as it was not possible to produce a classification that was
entirely compatible with the literature-based system using current widely available indicators.

A five-group system was also identified. It involves combining groups that are similar in terms of quality of life
patterns, in order to avoid having groups with only one or two countries where the focus is on the EU28. Here, the
continental group is combined with the western islands; the Baltic states are combined with the countries of central and
eastern Europe; and the countries of the eastern Mediterranean (Cyprus, Greece and Turkey) are combined with the
Balkan countries.

A three-group system was designed for use where only a general summary of country-level differences is required. The
three groups are the Nordic countries, the countries of western Europe and the countries of central and eastern Europe.

A measure of multidimensional quality of life problems called the adjusted headcount ratio (AHCR) was constructed
and tested on the 2012 EQLS data. The AHCR is an indicator that ranges from 0 to 1 and measures the level and intensity
of multidimensional quality of life deficits. The lowest value is 0.01 (Iceland) and the highest value is 0.19 (Bulgaria).
The AHCR tends to be lowest in the countries of the north and west of Europe and highest in the southern and eastern
countries.

In countries where the AHCR was found to be high, problems with basic living standards and the quality of public
services tend to be relatively more important. In countries where it was found to be low, problems in the areas of health,
mental well-being, perceived social exclusion and social capital deficits become more significant among those
experiencing multidimensional quality of life problems.

Policy pointers

The eight-group system does a very good job of capturing differences between countries in overall quality of life,
material deprivation and public service deficits; and a moderately good job for neighbourhood, accommodation, mental
well-being, perceived social exclusion, social tensions and health. It does not perform at all well in terms of
distinguishing countries with high and low levels of social capital deficits. Its use is recommended at the most detailed
level, where the focus is on the 34 countries and where the greatest level of detail is desired.

The five-group system is useful when the focus is on the 28 EU Member States. It does well in capturing the major
distinctions in terms of quality of life but performs less well when it comes to distinctions related to accommodation
problems and, to a lesser extent, network support and social tensions.

The three-group system is suggested for situations where a small number of groups is a priority, although this system
will result in some information loss.

For specific dimensions of quality of life, a more refined grouping of countries is needed that takes account of country
variations in the challenges and policies relevant to the dimension being considered. Although there are substantial
differences between the countries in terms of social capital deprivation, this approach does not perform well in
differentiating countries on this basis.

2 © European Foundation for the Improvement of Living and Working Conditions, 2014
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With a view to developing a system that can be updated over time, further investigation is recommended of the use of
macro-level indicators as more of these become available. In particular, indicators related to labour market policy, family
policy and civic participation are likely to be important to quality of life.

© European Foundation for the Improvement of Living and Working Conditions, 2014 3






Introduction

The growing size and diversity of the European Union brings an opportunity to better understand how the state can
influence outcomes for citizens. While the diversity of Member States introduces important variation in terms of policies
and their implementation, it also brings challenges arising from the sheer number and complexity of the differences. One
way to deal with this is to group countries based on what are believed to be the most salient characteristics relevant to
the outcomes considered. Many different models have grouped countries, both in Europe and more widely, but none has
specifically considered quality of life, broadly understood, and none has included all the current EU Member States.

The goal of this project is to develop a country typology focused on quality of life as a multidimensional concept. The
classification includes the 34 countries that took part in the third European Quality of Life Survey (EQLS), published in
2012. These comprise the 28 EU Member States as well as the former Yugoslav Republic of Macedonia, Iceland,
Kosovo, Montenegro, Serbia and Turkey. Other criteria for the typology are that it must be useful in understanding
country differences and similarities in quality of life, and that it must be relevant to policy at national and European
levels. The intention is that the typology can be used in the analysis and reporting of EQLS results, with the aim of
providing users of the survey with a common and meaningful classification of countries for the academic and policy
analysis of quality of life in Europe, broadly defined.

This project includes a review of the literature on country grouping as well as an empirical analysis of the EQLS data
and other relevant data. The EQLS is one of the leading resources available to measure quality of life in Europe. The
survey is carried out every four years and examines both the objective and subjective circumstances of European
citizens’ lives. It looks at a range of issues, such as employment, income, education, housing, family, health, work—life
balance, as well as levels of happiness and of life satisfaction. The EQLS has developed into a valuable set of indicators,
which complements traditional indicators of economic growth and living standards such as GDP or income.

Background

Uses of country groupings

Country groupings can serve a number of different functions in comparative cross-national research. These include
theory building, explanation and communication of results (Ahlquist and Breunig, 2009), and contribution to policy
development and monitoring.

In terms of theory building, countries can be grouped according to their similarity to certain ‘ideal types’ with respect to
institutional or structural features. In this area, the focus is often on the extent to which there are complementarities
between institutional features and structural features of the economy (Esping-Andersen, 1990).

When country groupings are used in an explanatory model, the concern is often with the extent to which different
institutional arrangements mediate the impact of events such as recession or unemployment on individual outcomes (see,
for example, Palme, 2006; Korpi and Palme, 1998; Esping-Andersen and Myles, 2009; Gallie, 2013). When they are
used for communicating results, the goal is to group a large number of countries into a smaller number of groups with
certain key features in common in order to facilitate the communication of complex research findings.

Ahlquist and Breunig (2009) note the tension between the theoretical formulations of country regime clusters and their
empirical application. The theoretical formulation tends to treat the clusters as Weberian ‘ideal types’, with no country
matching a ‘type’ perfectly. On the other hand, many authors have adopted the empirical clustering as if it were a given
description of how the welfare and employment systems in different countries actually operate.

Depending on the use of country groupings, the preferred outcome may differ. For instance, if the concern is with theory
building, there is no requirement for country groupings to be comprehensive — some countries may simply not fit the
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patterns under discussion and can be omitted. This is a problem if one is seeking to use country groupings as shorthand
for a constellation of institutional features in an explanatory model or when country groupings are used to facilitate the
communication of findings on national differences.

In the context of the present study, the emphasis on communication as well as explanation means that there is a
requirement for a country grouping scheme that is as comprehensive as possible.

Previous country grouping schemes
Several systems of grouping countries have been based on what are regarded as important structural and institutional
features of the countries.

‘Three worlds’ of welfare capitalism

One of the most influential country groupings is Esping-Andersen’s (1990) ‘three worlds’ of welfare capitalism: liberal,
conservative and social democratic. Using data from the 1980s, Esping-Andersen constructed several additive indices of
decommodification (the extent to which an individual’s welfare is reliant upon the market for pensions, unemployment
benefit and sickness insurance) and social stratification (the role of welfare states in maintaining or breaking down social
stratification). When 18 OECD countries were ranked on these indices, certain groups of countries tended to rank
towards the top on some indices and towards the bottom on others. On this basis he argued for his ‘three worlds’.

= Liberal welfare states, such as Australia, Canada and the United States (US), are characterised by a minimalist role
for the state and means-tested, modest social welfare payments that attract a certain stigma for recipients.

= Conservative welfare states, such as Austria, France, Germany and Italy, emphasise welfare payments based on
previous contributions to social insurance schemes linked to employment. Welfare payments tend to be related to
income and are ‘status-differentiating’.

= Finally, social democratic welfare states, such as the Scandinavian countries, emphasise a high level of state
provision of services (‘decommodification’) and welfare benefits that are universal and relatively generous.

Welfare regimes have been shown to be important in mediating the impact of welfare spending on redistribution. While
there is a link between welfare spending and distribution (Smeeding, 1997), the link is not straightforward, and factors
such as whether benefits are targeted or universal make a difference, often in complex ways (Palme, 2006; Korpi and
Palme, 1998; Esping-Andersen and Myles, 2009).

Esping-Andersen’s approach has been criticised on a number of grounds. Van der Veen and van der Brug (2013) are
critical of the fact that the original clustering is based on a mixture of institutional characteristics of welfare systems and
outcome measures of social stratification. Scruggs and Allan (2008) replicated Esping-Andersen’s indexing and scoring
method for the same set of countries in 1980—1981 and 1996-2002. They concluded that the 1980 data do not lead to a
clear-cut typology of welfare states, and the country scores on the three regime dimensions are quite unstable over time
(see also Ahlquist and Breunig, 2009, p. 7). Van der Veen and van der Brug (2013) focus on five institutional
characteristics of welfare regimes pertaining to social insurance and distinguish three regime types: conservative, liberal
and universal. They find that some countries classified as liberal by Esping-Andersen, such as Canada and Switzerland,
show up as ‘hybrid’ cases with strong elements of universalism as well as liberalism.

Subsequent authors have attempted to revise the Esping-Andersen 1990 classifications by, for example, arguing for the
distinction of a southern or Mediterranean group of countries (for example, Saint-Arnaud and Bernard, 2003; Ferrera,
1996; Eurofound, 2007) or seeking to incorporate the countries of eastern and central Europe (Eurofound, 2007; Bohnke,
2008; Bambra and Eikemo, 2009). Esping-Andersen et al (2001) developed a country grouping that differs from the 1990
model, although retaining three groupings and classifying the southern European countries with the conservative group.

6 © European Foundation for the Improvement of Living and Working Conditions, 2014
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Employment regimes

An alternative approach to classifying countries emphasises ‘employment regimes’. Gallie (2007) compared the quality
of working life in five European societies with very different institutional systems: France, Germany, Spain, Sweden
and the UK. The book focused on skills and skill development, opportunities for training, the scope for initiative in work,
the difficulty of combining work and family life, and the security of employment. In earlier work, Gallie and Paugam
(2000) distinguished ‘unemployment regimes’ based on the extent of benefit coverage, replacement rates for the
unemployed and the scale of active labour market policies.

Eurofound (2007), by contrast, focuses on the strictness of employment protection legislation, including the regulations
governing recruitment and termination of employment. Combining these criteria with those reflected in the standard
Esping-Andersen categorisation and expanding the coverage to include the newer European Member States that joined
in 2004, Eurofound distinguishes six welfare regimes: social-democratic, corporatist, liberal, southern European, post-
socialist corporatist and post-socialist liberal.

= The social-democratic regime is characterised by its emphasis on universalism, in the form of generous social welfare
and unemployment benefits. Denmark, Finland, Iceland, Norway, the Netherlands and Sweden make up this group.

= The corporatist regime involves less emphasis on redistribution, and entitlements depend primarily on lifelong
employment (Austria, Belgium, France, Germany and Luxembourg).

= The liberal regime emphasises labour market flexibility, and assumes that the role of government is to nurture rather
than replace the market. Ireland and the UK constitute this group.

= The southern European regime is distinguished by the crucial role of family support systems, and labour market
policies are poorly developed and selective. This group comprises Cyprus, Greece, Italy, Portugal and Spain.

= The post-socialist corporatist regime comprises the central European countries (Czech Republic, Hungary, Poland,
Slovenia and Slovakia) with mostly transfer-oriented labour market measures and a moderate degree of employment
protection.

= The post-socialist liberal cluster comprises the Baltic states (Estonia, Latvia and Lithuania), which are characterised
by a more flexible labour market (Eurofound, 2007; Gallie and Paugam, 2000; Whelan and Maitre, 2009).

Varieties of capitalism

The ‘varieties of capitalism’ project builds on the three worlds approach by incorporating insights from the new
institutional economics, but it shifts the emphasis to the role of the firm as economic agent (Hall and Soskice, 2001).
The relevant literature distinguishes two constellations of ‘capitalisms’: liberal market economy (LME) and coordinated
market economy (CME). A central concern in this approach is with the distinctive sets of institutional arrangements
through which firms solve their problems of coordination. In liberal market economies such as the US, there are
hierarchies within firms, and economic actors are linked with each other through competitive markets so that
coordination is mediated by price signals. The associated institutional arrangements include a high level of managerial
prerogative, limited collective bargaining, and capital markets that emphasise maximising share price in the short term.
Coordinated market economies, such as Germany, rely on non-market forms of coordination including negotiation and
bargaining between unions and employers, well-developed internal labour markets with strong investment in skill
formation, inter-firm networks, and capital markets that emphasise longer-term considerations (Howell, 2003).

European Commission approaches

Earlier Eurofound reports on the EQLS distinguished between country groups using the time of accession to the EU as
a key institutional feature. A distinction was drawn between the 15 countries that were EU Member States before the
2004 enlargement and those that joined later, with the latter group further subdivided into those joining before or after
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2007. This typology is no longer adequate as it is outdated and does not reflect differences in institutions and trajectories
between the countries.

Drawing on the European Commission’s flexicurity model (European Commission, 2007a) and the work of Stovicek and
Turrini (2012), the European Commission (2012) distinguished five groups based on a classification of unemployment
benefit and active labour market systems.

= The first group (the Nordic countries and the Netherlands) combine generous benefits with strict job search
requirements.

= The continental countries (Austria, Belgium, France, Germany and Luxembourg) form the next group, characterised
by a reasonably generous employment insurance system and reasonably strict job search requirements.

= The ‘Anglo-Saxon’ countries (Cyprus, Ireland, Malta and the UK) are characterised by modest unemployment
insurance benefits of short duration, complemented by means-tested unemployment assistance of long or indefinite
duration. Job search requirements are strict but spending on active labour market policies is low.

= The southern countries (Italy, Portugal and Spain) have unemployment insurance benefits with limited coverage and
varying generosity (depending on contributions). Unemployment assistance is limited and active labour market
policies are often ineffective.

= The final group consists of the central and eastern European countries (Bulgaria, the Czech Republic, Estonia,
Greece, Hungary, Latvia, Lithuania, Poland, Romania, Slovakia and Slovenia). In these countries, unemployment
insurance benefits are limited in terms of amount and duration, and unemployment assistance is of minor importance.
There is limited monitoring of participation in activation strategies.

Taking account of gender and family patterns

One important critique of Esping-Andersen’s 1990 classification methodology was its neglect of the gender dimension
in social policy, especially the place of the family in the provision of care and welfare and the gender division of paid
and unpaid work (Siaroff, 1994; Arts and Gelissen, 2002). Where the earlier approaches to understanding the welfare
state had focused on the roles of the state and market, the role of the family also needs to be considered, as this differs
systematically across countries (Lewis, 1992; O’Connor, 1993, 1996; Orloff, 1993, 1996). Pfau-Effinger argues that the
different patterns across countries emerge from different cultures of gender and care, which underpin the complex
interrelationship between family, state and labour market. In an analysis focusing on European countries, Esping-
Andersen et al (2001) developed a grouping of countries that differs from the 1990 model. They acknowledge the role
of the family, as well as the state and market, in the provision of welfare and examine country differences in the provision
of services to families. However, family policy does not explicitly enter into the way countries are grouped, and the three
groups — social democratic, liberal and conservative — are retained (see also Esping-Andersen, 1999).

When the role of family or family policy is placed at the centre of the analysis, the resulting country groups can look
quite different to those proposed by Esping-Andersen (1990). Siaroff (1994), for instance, classifies Ireland with the
southern European countries. Another approach emphasising family policies groups Ireland and the UK with Belgium,
Denmark, Finland, Hungary, Latvia and Sweden (Blum, 2011).

Challenges in classifying countries

None of the previous groupings includes the full range of 34 countries of concern here, however. The enlargement of the
EU to include former post-socialist countries has meant that a broader range of institutional factors needs to be
considered, as these countries can be challenging to classify in terms of welfare regimes (Alber et al, 2007; Juhasz,
2006). A common feature across these countries is a generally low level of spending on social protection and weakness
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of social rights. A number of authors have commented on the contrast in this respect between the countries of central and
eastern Europe, and the former Soviet countries. For instance, Orenstein (2008) distinguishes between these states in
terms of their social protection trajectory following the transition from communism. He notes that the countries of central
and eastern Europe have maintained a relatively high level of social protection that makes them more similar to other
EU countries, while the states of the former Soviet Union and south-eastern Europe ‘have experienced a partial
disintegration of their social safety nets’ (p. 80).

Eurofound (2007) focused on the countries transitioning from socialism and their situation in relation to labour market
flexibility and employment protection. They observe that there has been a general increase in employment flexibility,
with most transition countries displaying a level of labour market flexibility significantly less than the UK but
significantly greater than that found in southern European countries. They distinguish two clusters among the post-
socialist countries.

= The post-socialist conservative regime emphasises transfer-oriented labour market measures and a moderate degree
of employment protection. The central European countries are in this group.
= The post-socialist liberal cluster is characterised by a more flexible labour market, with less legal regulation of the

labour market, and few policies aimed at sustaining employment. The Baltic states are in this group.

Bohle and Greskovits (2007b and 2012) identify four types of capitalist regimes in central and eastern Europe,
distinguished on the basis of their particular political and institutional configurations:

the ‘state-crafted neo-liberal’ Baltic states;

= the Commonwealth of Independent States (CIS), which includes the former Soviet republics and which are more
open to the world market;

= the Visegrad countries, characterised by ‘embedded neo-liberalism’;

= the neo-corporatist Slovenia.

Important factors in accounting for the differences between these countries include the capacity of the state to make
choices, world financial and commodity markets, and foreign direct investment.

Apart from non-coverage, there may also be some countries that are difficult to classify in existing schemes. Thelen
(2004) notes that many of the alternative clustering schemes have trouble classifying certain countries, with Ireland,
Greece and Portugal often appearing among the countries that could not be classified.

Part of the reason for a lack of consensus on the position of certain countries may be that their institutional configuration
is undergoing change. In general, country typologies do not easily capture change as there is an implicit assumption that
the groupings will be relatively stable. The possibility of change is something that should be kept in mind, particularly
in the context of incorporating the countries of central and eastern Europe and in the context of the very significant
economic changes throughout Europe in the last decade.

Outcomes-based approaches

An alternative method of grouping countries emphasises social or economic outcomes rather than institutional features.
These can range from a simple ranking of countries in terms of levels on a specific variable to more sophisticated
approaches that use structured and systematic methods to consider several dimensions.

© European Foundation for the Improvement of Living and Working Conditions, 2014 9
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Classifying countries on a single outcome
In the context of the current economic recession, an analysis by the European Commission distinguished between groups
of countries in the EU on the basis of movements into and out of poverty (European Commission, 2012).

= One group of countries (Austria, France and the UK) have high rates of entry into and exit from poverty, but with a
core group remaining poor.

= Asecond group of countries (the Baltic states, Bulgaria, Greece, Italy, Malta and Spain) is characterised by a high risk
of entry into poverty and a low probability of exit, so that increasing numbers of people become trapped in poverty.

= The third group of countries (the Benelux and Nordic countries) have a low rate of entry into poverty and a low rate
of exit from poverty, but a relatively high share of people at risk of persistent poverty.

This approach to country grouping is based on the observed outcome over a specific period in terms of poverty
persistence rather than on similar structural or institutional factors expected to explain these differences in outcome.
Elsewhere in this report (for example, see Figure 2), a different grouping of countries is described based on changes over
time in the unemployment rate (the southern and peripheral euro zone countries are grouped together).

This approach is useful in drawing out distinctions across countries in the experience of a very important component of
quality of life. Yet, it considers just one dimension. Would it be possible to consider several dimensions of quality of life
and group countries on this basis?

Approaches that capture multidimensionality

Rather than classifying countries on the basis of a single outcome, some authors consider several dimensions of quality
of life. For instance, as well as examining the characteristics of government programmes, Saint-Arnaud and Bernard
(2003) and Fenger (2007) consider the social and political situation of the countries concerned; relevant factors include
level of inequality, unemployment, women’s labour force participation, health and level of social trust. These authors use
hierarchical cluster analysis to group the countries based on a wide range of dimensions. While this technique is a useful
means of combining empirical data, with judgement based on theory (particularly concerning the number of clusters), it
does not lend itself to a precise description of how the clusters differ. In particular, the clusters may be dominated by the
level of disadvantage rather than by the pattern of disadvantage.

Work on the multidimensionality of poverty has drawn on work by Alkire and Foster (2007, 2011a and b), which offers
promise as a way to distinguish countries on the basis of level of quality of life problems and pattern of quality of life
problems separately. Whelan et al (2014), for instance, apply an ‘adjusted headcount ratio’ (AHCR) approach, which
allows multidimensional poverty to be examined in a structured way. Like poverty, quality of life encompasses a number
of different dimensions, including standard of living, access to education and employment, health, family, social and
political participation, and subjective well-being. One problem with adopting a multidimensional approach is that it
either identifies too many cases if one considers individuals who qualify on any dimension or too few if one only
considers individuals who qualify on all dimensions. The AHCR approach is designed to address this issue while
providing a structured way of assessing variations in multidimensionality.

The approach involves:

1. specifying the dimensions and how they are measured;

2. identifying a threshold on each dimension above which a person would be considered to have a quality of life deficit
on that dimension;

3. specifying the number of dimensions on which a person is above the threshold before they are considered to have a
multidimensional quality of life deficit.
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This approach would enable a comparison of countries in terms of the level and depth of multidimensional quality of
life deficits. The AHCR index would have a score of 0 where no one in a country experienced a multidimensional quality
of life deficit and a score of 1 where everyone experienced a deficit on all dimensions. More importantly, the approach
enables a comparison of countries in terms of the pattern of quality of life deficits: the extent to which the different
dimensions contribute to multidimensional quality of life deficits. For instance, an analysis would expect to find that
problems with the standard of living are more consequential as elements of multidimensional quality of life in countries
of eastern Europe, while other issues such as health and family may be relatively more important in the countries of
northern Europe. The AHCR score can be partitioned by the quality of life dimension (addressing themes such as
employment, deprivation, family and so on) and also by socioeconomic group. The AHCR score can also be broken
down into the proportion above the threshold and the intensity of deficits for those above the threshold. This gives the
AHCR score considerable flexibility, which means that there is ample scope to investigate whether countries can be
grouped in terms of the level of quality of life deficits or the dimensions of quality of life deficits that are dominant (such
as deprivation, employment and family).

While the purpose of the AHCR approach is not to classify countries, the methodology can be combined with cluster
analysis in order to distinguish groups of countries based on the pattern of quality of life deficits that characterise them.
This is done in the empirical analysis of this report.

Policy context

There is a general commitment in Europe to take into account a broad range of outcomes in assessing the goals and
effectiveness of economic and social policy. The focus is not just on economic growth, although a restoration of growth
is very important in remedying the negative effects of the recession on employment and living standards, but also on
dimensions such as health, disability, ageing, retirement, poverty, family and social cohesion (see, for example, European
Commission, 2013).

Several bodies are now engaged in the reporting and monitoring of quality of life in Europe, and have published reports
that recommend going beyond the measurement of GDP as an indicator of well-being. In 2009, the European
Commission published GDP and beyond — Measuring progress in a changing world, which proposed five priority
actions to further develop environmental and social indicators, and to report more accurately on distribution and
inequalities. The report was adopted by the European Statistical System Committee (ESSC), which then made the
multidimensional measurement of quality of life a priority. In September 2009, the Commission on the Measurement of
Economic Performance and Social Progress (the Stiglitz-Sen-Fitoussi Commission) published a report with 12
recommendations on how to better measure economic performance, societal well-being and sustainability. One of the
fundamental recommendations was to broaden income measures to include non-market-based measures. In 2011, the
OECD launched the Better Life Initiative, which measures well-being outcomes on 11 dimensions in OECD and non-
OECD countries (OECD, 2013).

Against a background of economic difficulties, government policies in priority areas such as growth and jobs are of
particular importance. Under the Europe 2020 strategy, five headline targets have been set for the EU to achieve by the
end of 2020 related to employment, research and development, climate and energy, education, and social inclusion and
poverty reduction. The Europe 2020 strategy, which was adopted in June 2010, defines measurable targets for a number
of indicators that go beyond GDP. The sustainable development indicators are used to monitor the EU Sustainable
Development Strategy in a report published by Eurostat every two years. They are presented in 10 themes, with 12
headline indicators, including indicators on socioeconomic development, social inclusion and demographic changes.
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An approach that groups countries based on the nature of their dominant quality of life problems would be a useful guide
to where policy attention is most needed. In some countries, particularly with the recession, unemployment is a very
pressing problem. In others, a low standard of living (even among people who are employed) remains an urgent issue.

As well as helping identify the policy area where attention is most urgent, a grouping of countries on the basis of
multidimensional quality of life would also allow the interdependence of the dimensions to be assessed. This is likely to
have implications for the policy response. For instance, if unemployment in a country is strongly associated with low
levels of education, then education and training needs to be part of the policy response.

Over time, the profile of countries in terms of multidimensional quality of life may change. On the one hand, the quality
of life profiles of countries would be expected to converge to the extent that policy effectively addresses country-specific
quality of life problems. On the other hand, divergence may be observed if countries differ in the extent to which certain
dimensions of quality of life are emphasised. Divergence may also occur if countries differ in their exposure or
vulnerability to economic or political shocks. For instance, Iceland, Ireland, Greece and Portugal were particularly
vulnerable to the negative effects of the present recession.

Report outline

The first chapter of this report describes the literature review methodology adopted for this project and the results of that
review. Chapter 2 reports the results of a series of cluster analyses on macro-level indicators capturing the actions of the
state relevant to quality of life. Chapter 3 describes the methodology used in the analysis of quality of life as a
multidimensional concept and presents the results at country level using data from the third EQLS for 34 countries.
Finally, Chapter 4 brings together the two approaches to grouping countries (based on the literature review and the
empirical cluster analysis) and the results on multidimensional quality of life at country level to draw recommendations
on country groupings for quality of life research.
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Literature review 1

Introduction

This chapter provides an overview of the way in which countries are grouped in the literature, including the logic and
reasoning for particular groupings. The goal of the literature review was to investigate whether there was a tendency for
the different approaches to converge on a single country grouping system or a limited number of systems. This chapter
describes the process of reviewing the literature and the development of a method for examining the extent to which
pairs of countries tend to be grouped together.2

Methodology

Due to time restrictions on this project, a rapid evidence assessment (REA) approach was taken, rather than a full-scale
systematic review of the literature. The REA methodology involves applying rigorous methods for locating, appraising
and synthesising evidence from previous studies (Jolliffe and Farrington, 2007). Drawing on comments from our expert
reviewers, the initial selection criteria were modified, as discussed below, in order to allow the inclusion of additional
important contributions to the literature. This section outlines the databases, keywords and criteria used for prioritising
material for inclusion.

Choice of database

One of the challenges for the topic of country groupings is that there is no single ‘best’ database that covers the
disciplines of sociology, economics and political science. Google Scholar was used as the primary search tool because
(a) it has the broadest coverage, including books and ‘grey literature’ (such as working papers and documents of
international organisations such as the European Commission, Eurofound and the OECD) as well as published research
articles; and (b) the results of a search can be sorted by the number of citations.

Other sources, such as Scopus and Proquest Sociological abstracts were used as ‘robustness checks’ to ensure that
important academic literature was not missed (Thomas et al, 2008). In addition, a further robustness check involved
ensuring the inclusion of important material known to the report authors, Eurofound research managers, project
consultants and an expert on country groupings in eastern Europe.

Keywords
Using the REA model, a list of keywords was developed and tested for the purposes of this review to capture studies
with a focus on one or more of the quality of life outcomes (Clarke et al, 2008).

The keywords adopted after the test were: ‘welfare regimes’, ‘employment regimes’ and‘Esping-Andersen’. These were
used as the basis for the search; they were combined with words such as ‘comparative’ and ‘quality of life’ and the
specific quality of life domains of interest: social inclusion and poverty; work and unemployment; family; health;
education; housing; social participation; equality; and subjective well-being.

Criteria for inclusion and prioritisation

The search for relevant studies involved a number of strategies to identify the most important publications. In order to
manage time efficiently, it was decided that the REA would concentrate on highly cited articles and books — those that
have been widely disseminated and referred to in other research studies.

2 . . . .
In order to synthesise the country grouping systems, the focus was placed on pairs of countries and on how often they are grouped
together.
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To meet the inclusion criteria, it was decided that reviewed studies should meet the following conditions:

be published after 1990;

= be relevant to quality of life;

= cover national populations of European countries, broadly defined;

= involve countries clustered into groups;

= be accessible (written in English; see Jolliffe and Farrington, 2007).

The initial review yielded a high volume of material. It was necessary to prioritise further in order to identify a
manageable number of sources for detailed coding that would allow the classification of country grouping systems (see
Tables 1 and 2). Based on a review of the material, the references were divided into three groups.

m  First tier (priority): the most central works, which were analysed in detail, as described below.

m  Second tier: relevant, but less central works, which were to be processed and included in the first-tier database as
time allowed;

®  Third tier: this includes all works; the filter then goes to the second and first tiers.

As shown in Figure 1, a total of 778 articles, books, reports and conferences presentations were considered. Of these,
129 matched the inclusion criteria and formed the second tier of literature.

Figure 1: Identified literature by tier

First tier

Third tier Second tier

e 53 sources

e 778 sources ® 129 sources

e Match the prioritisation criteria
¢ Coded

* Match the initial search criteria * Match the inclusion criteria

From the 129 items in the second tier, 53 sources were prioritised for inclusion in the first tier. Some were included in
the first tier based on prioritisation criteria, and about 20 sources were prioritised based on recommendations from our
subject matter experts.
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Recommendations regarding grey literature omitted in previous searches were also considered; these sources were
included in the first tier if they met the prioritisation criteria. A search was conducted based on the Human Development
Index, the World Bank World Development Index and OECD work on well-being. However this literature, while
pertinent to the subject area, did not meet the inclusion criteria of clustering countries.

Altogether, 53 sources were included in the first tier. Apart from the material recommended by the subject matter experts,
the prioritisation criteria for including material in the first tier were:

= number of citations;

= coverage of European countries, broadly defined (prioritising those covering at least 10 European countries, and with
a specific focus on searching for material on countries poorly covered);

= recent publications

= coverage of quality of life domains.

This last criterion, coverage of quality of life domains, meant that some articles that were widely cited were moved from
the first to the second tier in terms of priority because at least three sources covering the same domain of quality of life
(for example, health or family) had already been identified, while other domains were not yet represented in the first tier.
Certain subject areas were well represented in the originally sourced literature, including gender and welfare states,
female employment, family, work-life balance, decommodification, critiques and theoretical reviews of the Esping-
Andersen model. There were gaps in literature in other areas, such as housing and local environment, subjective well-
being and trust in society. As a result of this, a more intensive search was performed on these latter subject areas, and
more suitable literature was retrieved.

The initial search criteria retrieved an inadequate amount of material on certain countries, particularly Bulgaria, Croatia,
the former Yugoslav Republic of Macedonia, Iceland, Kosovo, Montenegro, Romania, Serbia and Turkey. Therefore, a
more focused search was conducted to locate material on these countries. The original prioritisation criteria, such as the
inclusion of at least 10 countries, were relaxed. This intensive search provided suitable material on Bulgaria, Croatia,
Romania, Serbia and Turkey. However, very little suitable material was found on the former Yugoslav Republic of
Macedonia, Kosovo or Montenegro.

Possibility of bias

The results of this literature search may be biased if the emphasis is solely on number of citations, as older works will
be more highly cited. Furthermore, just as in quantitative analyses, results that are not statistically significant are less
likely to be published (Vevea and Woods, 2005; Jolliffe and Farrington, 2007); grouping schemes that do not ‘work’ are
less likely to be found in the literature.

A special focus on recently published articles is one way to counter the bias in citation counts towards older material.
This was also necessary in order to find material that included the former communist countries, Iceland and Turkey.

As an additional check, this review drew on the expertise of a number of reviewers. The listing of first-tier and second-
tier material was assessed by two international experts and comments were sought from a third international expert
familiar with central and eastern European countries before the processing of first-tier material was completed.
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Coding the first-tier sources
The priority first-tier sources were coded and entered into a database that recorded the following dimensions of the
country classification:

= name of source (e.g. Esping-Andersen, 1990);

= year of publication;

= number of citations;

= basis of classification (see Table Al in Annex 1), with up to three coded for each source;

= outcomes, whereby any additional outcomes were examined, apart from any used as a basis of classification. (Up to

three outcomes were coded for each source; see Table A2 in Annex 1 for further detail.)

Each of the 34 countries was placed into a group. Numeric coding was used to identify countries placed into the same
group. The coding process was iterative, with the entire system revisited at the end in order to check for consistency and
to streamline the codes.

Results

First-tier and second-tier material

Annex 1 lists the first-tier materials and provides a table showing the classification of the source materials that formed
the basis for the way the countries were grouped, as well as the additional outcomes (where relevant) against which the
grouping scheme is tested.

Basis of classification

Table 1 shows a range of approaches to classifying countries identified in the first-tier literature, by the number of
relevant sources. One source provided two distinct grouping schemes, and so it is cited twice, bringing the total number
of listed sources to 54 in Tables 1 and 2.

Table 1: Basis for classification of countries

Basis of classification Number of sources
‘Welfare regimes, including those adapted to include additional countries 21
Government programmes, welfare (specific) 12
Re-analysis of basis for welfare regimes 7
Work, employment, unemployment regime 6
Government programmes, welfare (broad) 6
Clustering on quality of life outcomes 6
Combination of institutional factors and outcomes 4
Institutions of co-ordination 2
Political and institutional factors (‘Families of nations’) 1
Other 6
Total 54

Note: Since countries may be grouped on the basis of more than one source, the total number of grouping criteria exceeds the total
number of grouping schemes analysed.
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The biggest group of sources (21) either adopts or adapts the Esping-Andersen (1990) ‘three worlds’ welfare regime
scheme, often adapting it to include additional countries such as those from the Mediterranean region or from central
and eastern Europe. The focus in this approach is on characteristics of the welfare system, particularly the relative
importance of the market and the state. It emphasises the extent to which the state reduces the influence of the market
in the distribution of resources (decommodification) and the extent to which the state promotes equality of outcome (the
opposite of stratification). A further seven sources re-analyse the basis for distinguishing between the welfare regimes.

Another large category of the literature consists of studies that group countries based on specific government
programmes such as healthcare, family policy or pensions. These tend to result in quite different cluster systems (see for
example Blum, 2011; Thévenon, 2011; Siaroff, 1994; Reibling, 2010).

The remaining large categories are those that: re-analyse the basis for welfare regimes; group countries based on
employment regime; and group countries based on a broad range of government programmes. Six of the schemes
involved a clustering of countries based on a quality of life outcome, rather than purely on the basis of institutional
features of the countries.

Additional quality of life outcomes

Table 2 provides an overview of the additional quality of life outcomes examined in the sources. Up to three outcomes
were coded for each source. The biggest category (‘no additional outcome’) did not apply the classification system to
any other outcomes, apart from any that were considered in setting up the clusters. All of the sources that set up country
groups and looked only at the distribution of the clustering variables by country and/or group are in this category.

Table 2: Additional outcomes examined in the literature

Outcomes checked in the classification (detailed) Number of sources
No additional outcomes (apart from those used to cluster countries) 21
Equality/poverty/Gini coefficient 13
Work/unemployment 8
Mental/emotional well-being /subjective well-being 6
Social spending 6
Social trust 5
Health 5
Family/work-life balance 4
Social support/networks/contacts 4
Income protection/pensions 3
Material standard of living (deprivation) 2
Total 54

Apart from these sources, the largest categories are those that seek to examine the influence of welfare regimes on
inequality or poverty, followed at some distance by those that examine work and unemployment, health, social trust and
family and/or work-life balance. Note that the ‘equality’ category includes sources that examine gender inequalities as
well as those that examine inequalities in income or other outcome domains such as health.

Synthesising the literature review

Given the diversity of country grouping systems, it may seem an impossible task to attempt a synthesis. There may also
be a concern that any attempt at synthesis would confound and confuse the distinctiveness of the approaches of different
authors and would lose the diversity of the criteria used to group countries. Nevertheless, a review of the groups
suggested that there were certain common patterns and, indeed, a tendency towards convergence. Perhaps this should not

© European Foundation for the Improvement of Living and Working Conditions, 2014 17



Developing a country typology for analysing quality of life in Europe

be surprising, since the criteria used to group countries tend to be associated. The approach to welfare and income support
tends to be associated with particular approaches to labour and family policy, for instance. Similarly, a commitment to
universalism is likely to influence policy on health and education as well as on social protection and pensions.

In order to synthesise the country grouping systems, the focus was placed on pairs of countries and on how often they
are grouped together, as shown in Table 3. This analysis enabled the identification of countries that are most often
grouped together and countries that are ‘difficult to classify’, either being assigned to a residual category or grouped
differently in different systems. The emphasis is on which countries are grouped together, rather than on the basis of the
clustering or the labels applied.

Table 3 takes all sources that include each pair of countries and shows what percentage of these sources group the
countries together. For instance, where Sweden and Denmark are both included in a source, they are grouped together
in 89% of cases. Percentages are used instead of the number of sources, with countries grouped together as a way of
standardising the results and highlighting the pattern; this approach is taken because of the wide variation in the number
of sources that include each country. The last row shows the number of clustering systems that include each country. For
instance, 47 of the sources include Sweden, but only two include the former Yugoslav Republic of Macedonia and none
includes Kosovo (which is not shown in this table).

This method of examining country grouping systems does not attach different weights to the sources based on (for
instance) number of citations, number of countries covered or time. However, for most of the countries the results are
very clear and weighting would make little difference. In addition, when weighting is by number of citations, there is a
risk of introducing a bias towards older material. This would tend to favour studies based on older data, which tend not
to include the Member States that joined the EU more recently.

The first thing to notice in the table is that a clear general grouping system emerges, though some countries more clearly belong
to a group than others. For most of the countries, the literature suggests a very clear clustering into groups. There are
divergences from the scheme proposed by Esping-Andersen (1990), but these actually converge on an alternative classification.

The second thing to note in the table is that rarely is a pair of countries always grouped together. Even among the Nordic
countries of Denmark, Finland and Sweden, each pair of countries is grouped together in between 80% and 89% of
sources — not 100% of sources.

The Nordic countries of Denmark, Finland and Sweden are frequently grouped together, as shown in Table 3. Denmark
and Sweden are in the same cluster in 89% of studies in which both countries appear and Finland is grouped with Sweden
in 86% of the studies in which both appear. Although Esping-Andersen (1990) grouped Denmark and Sweden with
Austria, Belgium and the Netherlands as ‘social democratic’ countries, this is not the most commonly used classification
system and has been considerably modified by later work, including Esping-Andersen et al, 2001. In 1990, Finland was
grouped by Esping-Andersen with the ‘conservative’ regime (which also included France and Germany), but by 2001 it
was grouped with the Nordic countries (Esping-Andersen et al, 2001). Iceland was included in seven of the sources
examined and was most often grouped with Denmark, Finland and Sweden (in 71% of sources). Although Iceland is not
as strongly linked to the other Nordic countries, there is no other group in which it is more often classified.

Austria, Belgium, France, Germany and Luxembourg are frequently grouped together, as shown in Table 3. The
Netherlands, although not always grouped with these countries, is more often grouped here than with any other set of
countries. The Netherlands is less frequently grouped with Belgium and France (51% in both cases) than with
Luxembourg (67%) and Germany (66%). The remaining countries are grouped together in between 78% and 92% of
sources. The uncertain, or changing, position of the Netherlands has been noted by other authors. Muffels and Fouarge
(2004) note that the Netherlands is something of a hybrid case, having moved from being primarily a corporatist
‘breadwinner’ state to one characterised by active employment policies and more restrictive welfare policies but in a
context of a safeguarding of principles of equality, uniformity and universality.
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Ireland is most likely to be grouped with the UK: in 83% of sources where both countries are represented, they are
grouped together. They are typically regarded as ‘liberal’ welfare regimes (Gallie, 2013) that tend to provide means-
tested social benefits only in the event of ‘market failure’.

Table 3: Percentage of sources placing each country pair in the same group

Note: Blank cells indicate that there are no studies with this pair of countries.
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The Southern/Mediterranean countries (Cyprus, Greece, Italy, Malta, Portugal, Spain and Turkey) tend to form a cluster,
but it is also possible to identify a split within this group. Based on how the countries are classified in the literature, two
sub-clusters may be identified, with Greece forming a ‘bridge’ between the two. The first sub-cluster comprises Italy,
Portugal and Spain, which are grouped together in between 85% and 89% of sources. The second sub-cluster includes
Cyprus, Malta and Turkey, which are grouped together in between 89% and 100% of sources. Note that the number of
sources that include these countries is smaller, however: Malta and Cyprus are included in 12 and 11 sources,
respectively, and Turkey is included in only four of the sources that were examined in depth. Greece is classified with
Spain, Portugal and Italy in between 76% and 85% of sources and with Turkey, Malta and Cyprus in between 55% and
67% of sources. The analysis in subsequent chapters will be important in deciding whether this group is best regarded
as forming a single cluster or two clusters.

The newer Member States of central and eastern Europe and the Baltic region are represented in fewer studies, ranging
from only two for Montenegro, four to six for Croatia, the former Yugoslav Republic of Macedonia and Serbia, and up
to 27-28 for Poland, Hungary and the Czech Republic. As noted above, Kosovo is not represented in any of the country
grouping schemes that were examined. Identifying the clusters into which these 14 countries might be grouped is not as
clear cut as it was for the Nordic and continental groups. However, the 14 countries appear to fall into three groups along
broadly geographic lines.

The clearest group is the Baltic countries of Estonia, Latvia and Lithuania, which are grouped together in 85% to 95%
of sources.

A second clear group consists of the Visegrad group of the Czech Republic, Hungary, Poland and Slovakia. The Visegrad
Group (also known as the ‘Visegrad Four’ or simply ‘V4”) was established as a cooperation platform, the aim of which
was integration with Western institutions. Cooperation takes place at all levels, from high-level political summits to
expert meetings, and in non-government organisations, research bodies and cultural institutions (OECD, 2011). These
countries were grouped together in 82% to 91% of studies. Croatia and Slovenia could be added to the Visegrad group
on the grounds that there is no other group to which these two countries are more frequently linked; these countries are
linked with the Visegrad countries in between 50% and 83% of sources. Bohle and Greskovits (2007b) also group
Slovenia with the Visegrad countries.

The grouping of the remaining countries (Bulgaria, the former Yugoslav Republic of Macedonia, Montenegro, Romania
and Serbia) is less clear. The country with which Bulgaria is most often grouped is Croatia (in 83% of sources), but the
association of Bulgaria with the other countries in the Visegrad group is weaker (46% to 54%). Bulgaria and Romania
are often grouped together (in 67% of sources) but Romania’s links to the Visegrad group are much weaker (being
included in 25% to 46% of sources). Very few sources classify the former Yugoslav Republic of Macedonia, Montenegro
and Serbia. On the basis of geographic proximity and shared cultural heritage, these countries might be provisionally
grouped together into a ‘Balkan group’ with Kosovo also added to this group.
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Summary of literature review results

The results of the literature review were rather clear in terms of which countries were grouped together. The countries
tended to be classified into seven groups (or eight if the Mediterranean group is split) along broadly geographic lines:

= Nordic: Denmark, Finland, Iceland and Sweden;

= Continental: Austria, Belgium, France, Germany, Luxembourg and the Netherlands;

= Mediterranean: Cyprus, Greece, Italy, Malta, Portugal, Spain and Turkey;

= Western islands: Ireland and the UK;

= Baltic states: Estonia, Latvia and Lithuania;

= Central and eastern Europe: Croatia, the Czech Republic, Hungary, Poland, Slovakia and Slovenia.

= The ‘Balkan states’: Bulgaria, the former Yugoslav Republic of Macedonia, Kosovo, Montenegro, Romania and
Serbia.

Because the results were fairly clear when all of the studies were considered, these groupings were not subdivided into
categories, such as those emphasising welfare and poverty versus those emphasising family or health policies. However,
it is worth noting that since most of the studies took as their starting point the approach of Esping-Andersen (1990), the
dominant concern is with the impact of the state on material welfare and material inequality.

In the course of the literature review, lessons were learned regarding the advantages and limitations of the REA
methodology. First, relying on the number of citations to prioritise material was inadequate. It was necessary to go
beyond this in a number of respects in order to: include books as well as articles; specifically seek material covering the
countries of eastern and south-eastern Europe; and move beyond certain domains (such as health) that resulted in a very
high volume of materials using the original search criteria.

The second lesson was that even though different criteria were adopted for classifying countries, a dominant
classification system emerged, broadly along geographic lines.

The third lesson was the observation that the distinction between the country groups needs to incorporate an element of
judgement and qualitative knowledge of their circumstances rather than relying on a strict application of quantitative
criteria. Quantitative indicators of the activities of states will only approximate the qualitative differences in emphasis
in state policies. This may account for why the Scruggs and Allan (2008) strict application of quantitative techniques
concluded that there was little empirical support for the very influential country groupings associated with Esping-
Andersen (1990). Moreover, while Scruggs and Allan do not present an alternative grouping of countries, their scoring
would point to some counter-intuitive groupings. For instance, in the early 2000s, Denmark and Ireland would have been
grouped together on the basis of scoring high on the socialist dimension, medium-high on the liberal dimension and low
on the conservative dimension.
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Introduction

The conclusion to the previous chapter notes that it is unlikely that a country-grouping system could be based entirely
on a cluster analysis of quantitative macro-level indicators. This is because of difficulties in capturing the distinct policy
priorities of states by means of quantitative indicators. Nevertheless, such an analysis has the potential to be a useful
adjunct to the analysis of how countries are grouped in the literature. In particular, to the extent that widely available
indicators are used, cluster analysis has the potential to provide information regarding the grouping of countries that are
not as often included in the literature and also on how country groups may need to be modified over time.

This chapter draws on a number of widely available indicators of state capacity and state intervention in areas relevant
to quality of life to investigate how countries might be grouped using different types of cluster analysis. In this exercise,
attention is limited to the indicators available for all countries (except Kosovo) and that are indicative of state action
rather than being indicative of quality of life outcomes. This approach was adopted because it is argued that a clustering
system based on outcomes is likely to be less informative for policy or explanatory purposes than a clustering system
based on state action.

Methodology: Indicators and clustering methods

It is well known that different clustering strategies will yield different results (Handl et al, 2005; Brock et al, 2008). In
addition, there is no consensus on which clustering methodology is most suited to examining country groups. The goal
here is to investigate whether there is a tendency to converge on a particular grouping of countries based on a small
number of widely available macro indicators that capture key conceptual domains, as shown in Table 4.

These indicators are intended to cover the main domains of state activity relevant to quality of life. It is not claimed,
however, that the indicators are comprehensive. There are also some limitations. In particular, in some instances the
figures for government spending on services such as health and education may not include spending on these services
by local authorities and do not include those covered by health insurance. Luxembourg also presents a difficulty since
its gross national income (GNI) is an outlier. In order to avoid distorting the overall pattern, the GNI for Luxembourg
was set as being equal to that of the next highest country (the Netherlands).

The clValid package (Brock et al, 2008) was used to test a number of different clustering schemes and to examine
whether the results tended to converge on a particular pattern. Cluster analysis works by grouping countries based on
these indicators using a distance matrix. The distance measure used was ‘Euclidean distance’ and the agglomeration
method used was the default, except that the Ward method (which is less likely to result in clusters of very disparate
sizes) was used for hierarchical clustering. Clusters of different sizes, from three to eight, were tested. Clusters smaller
than three countries are unlikely to adequately represent the differences between the countries, while a cluster of more
than eight would be rather cumbersome as a tool for understanding and communicating patterns across countries.

The clValid package compares different clustering schemes in terms of a number of indicators of validity and stability.
It is not used for that purpose here, however, but because it is a convenient way to run a large number of different
clustering algorithms with different cluster sizes. The clValid tests did not yield a single clustering solution that was the
‘best fit” on all tests. This further reinforces the advantages of combining the clustering solutions to see if there is a
tendency towards convergence.
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Table 4: Macro-level indicator variables and conceptual domains

Domain Indicator

Capacity of economy to support | Log of gross national income (GNI) per capita, in purchasing power parities for 2011 (from World Bank,
an interventionist state International Comparison Program database). The log of GNI is used as differences in GNI at lower levels are
expected to be more consequential for state capacity.

Capacity of state to harness Government revenue as a percentage of GDP (from World Bank development indicators). This indicator
resources represents the capacity of the state to harness a share of the country’s economic resources.

Decommodification of labour; Social benefits (other than social transfers in kind) paid by general government as a percentage of GDP. This
social contract indicator is intended to capture the extent to which the state protects citizens from risks such as unemployment

and illness as well as making provision for lifecycle groups such as children and older adults.

Decommodification of education | Public spending on education as a percentage of GDP (from World Bank development indicators). This
indicator captures the extent of investment in education by the state as well as the decommodification of
education services.

Decommodification of Public spending on health services as a percentage of GDP (from World Bank development indicators). This
healthcare indicator is intended to capture the extent to which health services are provided by the state rather than the
market.

Residualisation of social benefits | Proportion of social benefits that are means tested (from Eurostat, table ‘spr_exp_gdp’). This captures the
extent to which state social benefits are targeted to the most disadvantaged group. Means-tested benefits tend to
be less generous and are often stigmatised.

Note: Indicator values for 2011 (or closest year) are taken.
Sources: World Bank development indicators; Eurostat.

Eight different clustering methods were tested on six different cluster sizes (ranging from three to eight). In addition, the
clustering was repeated with the indicator variables coded from 0 to 1 as well as with the indicator variables standardised
to have a mean of 0 and a standard deviation of 1. The clustering methods are shown in Table 5. The indicators (before
standardisation or recoding to range from 0 to 1) are shown in Table A3 in Annex 2.

Table 5: Types of clustering systems examined

Type Description

Hierarchical Agglomerative clustering algorithm that begins with each case (country) in a cluster of its own and proceeds by adding
one country at a time to the one ‘closest’ to it in terms of a dissimilarity matrix.

K-means An iterative clustering method that minimises the within-class sum of squares for a given number of clusters.

DIANA A divisive hierarchical algorithm that begins with all observations in a single cluster and successively divides the clusters

until each contains a single observation. At each stage, the cluster with the largest dissimilarity between any two of its
observations is divided (Kaufman and Rousseeuw, 1990).

PAM Partitioning around medoids (PAM) is similar to K-means. Like K-means, the number of clusters is fixed in advance, and
an initial set of cluster centres is required to start the algorithm.

Fuzzy clustering In fuzzy clustering, each observation can have partial membership in each cluster (Kaufman and Rousseeuw, 1990).
Thus, each observation has a vector that gives the partial membership to each of the clusters. A hard cluster can be
produced by assigning each observation to the cluster where it has the highest membership.

SOM Self-organising maps (Kohonen, 1997), based on neural networks, clusters objects based on similarity.

Model-based A statistical model consisting of a finite mixture of Gaussian distributions is fit to the data (Fraley and Raftery, 2001).
Each mixture component represents a cluster, and the mixture components and group memberships are estimated using
maximum likelihood (EM algorithm).

SOTA Self-organising tree algorithm (SOTA), an unsupervised network with a divisive hierarchical binary tree structure
(Dopazo and Carazo, 1997; Herrero et al, 2001).

Source: Brock et al, 2008.
Results of clustering on macro-level variables

In general, the results are similar depending on whether the variables are standardised or scaled to range from 0 to 1, as
can be seen by comparing tables A3 and A4 in Annex 2. Given the diverse results of the clustering, depending on which
method is used and on how the variables are coded, how can the results be synthesised? The method used in the previous
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chapter was adapted to synthesise the results of the literature review. Focus was placed on the number of clustering
results in which each pair of countries was grouped together. This is shown in Table 6, which sorts the countries so that
those frequently grouped together are adjacent to one another. The numbers in Table 6 refer to the number of cluster
results (out of a total of 96) where the countries are grouped together. Table 7 shows the pattern in terms of the value of
the macro variables that form the basis of the clustering system.

The first cluster consists of the three Nordic countries (Denmark, Finland and Sweden) and three countries that are
usually classified with the continental group in the literature (Austria, Belgium and France). It is worth recalling that
Esping-Andersen (1990) classified Austria and Belgium with Denmark, Norway and Sweden to form the social
democratic group, although both France and Finland were grouped with the conservative continental countries. These
are high-income countries, with government revenue at a relatively high percentage of GDP and with relatively high
spending on social benefits, education and health but with a low level of means-tested social benefits.

Germany, the Netherlands and the United Kingdom form the next cluster. These are also high-income countries with
government revenue at a high proportion of GDP, but with slightly lower social spending rates and slightly higher levels
of means testing than the first group. Esping-Andersen had grouped the Netherlands with the social democratic
countries, the UK with the liberal countries, and Germany with the conservative countries. In the literature review, the
UK was more often grouped with Ireland as a liberal country.

The next group consists of Iceland, Ireland and Spain. Cyprus and Malta are added to this group here. Though these
countries are not as strongly identified with the other three, this is done in order to avoid having a group with only two
members and because these two countries have a stronger relationship to the first three than with any other group. This
group is very distinct from the typical group found in the literature, although a number have grouped Ireland and Spain
together (Helliwell, 2002; Krenz, 2013; Obinger and Wagschal, 2001; Siaroff, 1994). What the countries have in
common is that the proportion of social benefits that are means tested is high (Ireland and Iceland, 26%—27%) or medium
(13%—-16% in the other countries). Compared to the countries in the first three groups, the GNI per capita when adjusted
for purchasing power parity is somewhat lower, government revenue tends to be a lower proportion of GDP (but this
varies within this group of countries) and government spending on social benefits tends to be lower as a proportion of
GDP.

The next group consists mainly of southern countries (Greece, Italy, Portugal and Slovenia), but Luxembourg is also part
of this group. Luxembourg will always be difficult to classify based on the GDP-based criteria used here because its GDP
is an outlier. This also affects related indices such as GNI. As noted above, the GNI indicator was truncated to equal that
of the next highest country (the Netherlands) but spending expressed as a proportion of GDP will be affected. Therefore,
the classification of Luxembourg should be considered very provisional. For the remaining countries, a slightly lower
GNI than the previous groups is observed, but with relatively high government revenue as a proportion of GDP and
relatively high spending on social benefits, though with lower spending on health and education.

The next group of three countries (Hungary, Montenegro and Serbia) have much lower GNI, although it is much higher
in Hungary than in the other two countries. Government revenue is high relative to GDP (38%—48%). Spending on social
benefits is also relatively high, but spending on health and education is below average.

The largest group of countries from eastern Europe is included in the next group: Croatia, the Czech Republic, Estonia,
Lithuania, Poland, Slovakia and, more weakly associated, Latvia. This group is characterised by relatively low income,
government revenue that is low relative to the GDP and below-average government spending on social benefits, health
and education.
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The final group (Bulgaria, the former Yugoslav Republic of Macedonia, Romania and Turkey) is distinguished from the
previous one mainly in having a lower level of GNI. Government revenue and government spending on health, education
and social benefits are all low.

Table 6: Results of clustering on the macro variables (number of cluster results)

Note: Indicator values for 2011 (or closest year) are taken.
Sources: World Bank development indicators,; Eurostat; analysis by authors.
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Table 7: Government spending by field and country

Spending on Percentage of social
GNI per capita Government Spending on social education as Spending on health benefits that are
(in PPP) revenue as % GDP | benefits as % GDP % GDP as % GDP means tested
SE 35,763.36 32.44 14.10 6.98 7.73 2.76
DK 33,394.11 50.52 17.10 8.80 9.27 5.18
FI 32,107.43 38.37 18.00 6.85 6.79 4.78
AT 35,815.03 36.28 19.10 5.89 8.55 7.67
FR 30,597.60 42.58 19.40 5.86 8.93 11.25
BE 33,263.69 41.29 17.10 6.57 7.98 4.83
DE 35,392.38 28.98 16.30 5.08 8.66 12.01
NL 37,181.07 40.80 11.80 5.98 9.49 15.46
UK 33,311.13 36.52 14.90 6.22 7.80 14.50
ES 26,323.55 23.61 15.60 4.98 6.79 16.41
1IE 29,915.79 31.41 15.20 6.41 5.89 27.46
IS 28,804.43 29.98 8.50 7.60 7.39 2591
CY 24,548.07 39.00 14.60 7.92 3.21 13.06
MT 20,851.48 37.21 12.60 6.74 5.59 13.44
PT 20,880.23 39.98 17.40 5.62 6.65 8.80
IT 26,922.06 37.55 19.30 4.50 7.18 6.34
EL 21,667.91 41.09 19.20 4.09 5.94 6.25
SI 24,685.34 36.95 17.60 5.66 6.52 8.15
LU 37,181.00 39.68 15.40 3.15 5.63 3.62
HU 16,141.55 48.25 15.60 4.88 5.13 4.39
RS 9,506.95 37.55 19.30 4.82 6.41 4.17
ME 10,732.45 37.50 15.80 6.29 4.19 7.78
CZ 22,549.44 29.21 13.80 425 6.29 2.02
HR 15,853.65 33.17 14.20 427 5.62 6.93
PL 17,184.84 30.54 14.10 5.17 4.83 6.38
SK 18,980.36 28.39 13.60 422 5.63 5.08
LT 14,047.68 26.32 12.60 5.36 4.78 6.10
EE 17,223.09 32.76 11.50 5.68 4.70 1.26
LV 13,225.80 24.81 10.60 5.01 3.43 4.70
BG 11,402.01 29.41 11.90 4.10 4.02 4.09
RO 11,003.99 30.09 12.00 3.53 4.44 4.97
MK 9,197.93 28.48 12.20 3.30 442 7.50
TR 13,476.41 33.23 10.48 2.86 4.46 7.80

Notes: Indicator values for 2011 (or closest year) are taken.
Source: World Bank development indicators; Eurostat; analysis by authors.
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Summary

This chapter presented a set of cluster analyses of a limited number of macro-level indicators designed to capture the
activity of the state in areas relevant to quality of life. The indicators are gross national income, government revenue,
social benefits, public spending on health and education and the proportion of social benefits that are means tested. The
purpose of the exercise was to check whether it might be possible to cluster countries on the basis of a small number of
widely available macro-level indicators in a way that might provide useful additional information to that obtained from
the literature review. The emphasis was not on including a fully comprehensive set of indicators, but on including a
limited number of key indicators available on a comparable basis for the 34 countries and that will be updated on a
regular basis.

Cluster analyses were conducted specifying six different cluster sizes, with eight different clustering algorithms and two
different methods of coding the variables (standardised and coded, 0—1), resulting in 96 clustering solutions in total.
Using a method similar to that applied in the analysis of literature, the solutions that grouped each pair of countries in
the same cluster were examined. Based on this pattern, seven groups of countries were identified, which tend to be
clustered together. The groups are as follows:

= a Nordic/western continental group: Austria, Belgium, Denmark, Finland, France and Sweden;

= a smaller continental/western group: Germany, the Netherlands and the UK (mainly distinguished from the first
group by a higher level of means testing of benefits);

= a ‘mixed’ group consisting of Cyprus, Iceland, Ireland, Malta and Spain;

= a ‘southern’ group: Greece, Italy, Portugal and Slovenia (which also includes Luxembourg, but Luxembourg is
challenging to classify based on these empirical data because of its very high GDP);

= asmall ‘eastern/Balkan’ group: Hungary, Serbia and Montenegro;

= a larger ‘eastern/Baltic’ group: Croatia, the Czech Republic, Estonia, Latvia, Lithuania, Poland and Slovakia;

= a mainly ‘Balkan group’: Bulgaria, the former Yugoslav Republic of Macedonia, Romania and Turkey.

It is important to note that the analysis here was based on data from 2011 (or the nearest available year) only. Given the

continuing recession in Europe at that stage, the pattern of national income and public spending in that period may be
atypical.

The country groups resulting from this analysis differ from the synthesised results of the literature review. Before the
results from the literature review and the results from the empirical cluster analysis are brought together, the next chapter
describes the development of a multidimensional quality of life indicator. This is used to examine how the different
country grouping systems might be useful in explaining or reporting on country-based differences in quality of life.
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Introduction

This chapter presents the development of an indicator of multidimensional quality of life in order to assess the extent to
which the two country grouping systems developed in the previous chapters are informative in terms of understanding
quality of life issues. An attempt is made to encompass the multidimensionality of quality of life problems using a
technique that was developed to examine deprivation as a multidimensional concept. Like deprivation, quality of life has
a number of different dimensions, including standard of living, health, access to employment, family, social and political
participation and subjective well-being. A problem with adopting a multidimensional approach is that either too many
cases are identified, if individuals who qualify on any dimension are included, or too few are identified, if only
individuals who qualify on all dimensions are included. The use of the adjusted headcount ratio (AHCR) approach is
discussed in addressing this issue, and it is applied to the analysis of quality of life outcomes in Europe. This method
allows the classification of countries based on the extent or severity of their quality of life problems.

The second part of the analysis asks whether countries differ in terms of the nature of the quality of life challenges they
face. This is a different exercise, since the focus of interest is the nature of quality of life problems, rather than the extent
of them. One of the outcomes of the AHCR method is that it enables consideration of whether countries differ in the
composition of quality of life problems. For instance, health problems may be more significant in some countries as a
component of multidimensional quality of life problems while material deprivation may be more of a problem in others.

The empirical analysis presented here is based on data from the third EQLS (2012) for the 34 participating countries.
Methodology

The AHCR method

It has become well established since the work of Townsend (1979) that poverty does not simply consist of a low income
but that it is also about the ‘inability to participate fully in society’ due to a lack of resources (Townsend, 1979, p.13).
The multidimensional nature of poverty makes it difficult to measure and an important area of poverty research focuses
on such measurement (Moisio, 2004; Whelan and Maitre, 2005; Whelan et al, 2014). The AHCR methodology originated
in the development of the economic literature on the multidimensionality of poverty and inequality, which was largely
influenced by the work of Amartya Sen (1980, 1985, 1992, 1999). Here, this methodology is used as developed by Alkire
and Foster (2007). While the early focus was on the context of developing countries, recent work by Whelan et al (2014),
Williams et al (2014) and Alkire et al (2012) has applied it to European developed countries.

The AHCR approach is designed to provide a structured way of assessing variations in multidimensionality (Alkire and
Foster, 2007, 2011a, 2011b). The approach involves (a) specifying the dimensions and how they are measured; (b)
identifying a threshold on each dimension above which a person would be considered to have a quality of life deficit on
that dimension; and (c) specifying the number of dimensions on which a person is above the threshold before they are
considered to have a multidimensional quality of life deficit.

This approach allows the comparison of countries in terms of the level and depth of multidimensional quality of life
deficits. More importantly, it allows the comparison of countries in terms of the extent to which the different dimensions
contribute to multidimensional quality of life deficits. For instance, material deprivation would be expected to be more
consequential as an element of multidimensional quality of life in the countries of eastern Europe, while other issues
such as health may be relatively more important in the wealthier countries of the north. The AHCR score can be used to
describe the proportion of the population above the overall threshold and the intensity of deficits for those above the
threshold. This gives the AHCR score considerable flexibility, which means that there is ample scope to investigate
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whether countries can be grouped in terms of the level of quality of life deficits or the dimensions of quality of life
deficits that are dominant (such as deprivation, health and social capital).

Selected dimensions related to quality of life

Several studies using different waves of the EQLS have identified a wide range of dimensions related to the quality of
life. In the analysis of the first EQLS, Eurofound (2005) identified 19 quality of life indicators such as material
deprivation, housing defects, neighbourhood environment, self-rated health and quality of public services, to cite only a
few. Using the second EQLS, Eurofound (2010) used measures of perceived social exclusion as well as mental well-
being. This report draws on that body of work to identify the relevant dimensions and their corresponding measures as
described below.

One of the advantages of the AHCR methodology is that it makes it possible to ascertain which dimensions contribute
most to overall quality of life deficits. For this reason, it is important to keep the range of dimensions to a manageable
number so that the interpretation of the results is not overly complicated. Since the AHCR method also requires all of
the indicators for all the population included, this analysis has not included indicators that are relevant to only a subset
of the population (such as work—life balance, job satisfaction or childcare). This report uses the body of work of
Eurofound (2005) and Eurofound (2010) to identify similar dimensions but with a restricted set of measures that are
relevant to the general population across all countries. The selection was informed by the capabilities approach of Sen,
which emphasises factors that enable people to increase the type and range of things they can do (Sen, 1989, 1993). This
includes personal resources, such as health and mental well-being; resources based on economic transactions (material
well-being and accommodation problems); resources linked to the quality of social relationships (social capital, network
support); and resources deriving from the social, economic and political setting (neighbourhood, public services, social
tensions and perceptions of belonging or exclusion). This analysis focuses on a set of items capturing a broad selection
of 10 quality of life domains:

= self-rated health;

= mental well-being (WHO-5);

=  material deprivation;

= accommodation problems;

= neighbourhood problems;

= poor quality public services (perceived);

®  gsocial tensions;

= perceived social exclusion;

= social capital deficits;

= network support deficits.

Some of these dimensions have been constructed from simple and single questions (self-rated health, for example) while
other domains have been constructed from several sets of questions to produce a scale measure (mental well-being, for
example, as in Eurofound, 2010). The measurement of each dimension is described in the following sections. This

describes the variables forming the dimension and the basis on which someone is considered ‘deprived’ on each quality
of life dimension.
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There is an element of arbitrariness in deciding on a threshold to identify those with quality of life problems on each
dimension. The rationale adopted here, following Whelan et al (2014) is to take the income poverty rate (or at-risk-of-
poverty rate) as a benchmark. This is a widely used indicator of poverty in the EU and is one of the main EU official
measures of poverty. The EU uses a poverty threshold at 60% of the national median. In 2011 the at-risk-of-poverty rate
across the EU28 was 16.9%. For this report, the chosen threshold for each indicator is that which identifies a group that
is as close as possible in size to the overall percentage of people in the EU28 Member States that are at risk of poverty
(16.9%). Figures for the EU28 are used because they are produced by Eurostat, based on data from the European Union
Statistics on Income and Living Conditions (EU-SILC) 2010.” For each quality of life dimension, the threshold used is
that which identifies as closely as possible to the 16.9% of people that are the most ‘deprived’.4 While there is an element
of arbitrariness in the choice of this threshold, it has the merit of being linked to an indicator of social exclusion that has
broad acceptance in European social policy.

Self-rated health

In the EQLS, respondents were asked to describe their health, with possible answers ranging from ‘very good’ to ‘very
bad’. A respondent was considered deprived on the health dimension if they answered that they had ‘bad’ or ‘very bad’
health (9.2% across the 34 countries).5

Mental well-being (WHO-5)

The mental well-being indicator is based on the World Health Organization’s five item well-being index (WHO-5). This
index is constructed from answers to five items on the frequency of feeling: cheerful and in good spirits; calm and
relaxed; active and vigorous; fresh and rested; and that daily life has been filled with things of interest.

The response categories range from ‘all the time’ to ‘at no time’. The index is the sum of all the scores; the higher the
index, the higher is the mental well-being of the respondent. The items are reverse coded, so that a high score indicates
mental distress. Deprivation on this dimension consists of having a score above the threshold that identifies the 15.3%
of the population with the highest risk of mental well-being problems across the 34 countries.

Material deprivation

An awareness of the limitations of income poverty as a measure of material social exclusion (Ringen, 1987, 1988) and
the complementary value of non-monetary measures of deprivation to capture the multidimensional aspect of poverty
have contributed to the development and use of non-monetary measures of deprivation. So rather than using an income
poverty measure, a non-monetary measure of deprivation was used, based on a list of items broadly adopted in the EU-
SILC.’ This measure is constructed from the answers to six questions about the affordability of: (1) keeping the house
warm; (2) having a week’s holiday away; (3) replacing worn-out furniture; (4) having a meal with meat, chicken, fish

The Eurostat figure for the EU28 was used as there are no harmonised data with an at-risk-of-poverty rate covering the 34 countries
included in this report.

In the situation where the proportion who are the most ‘deprived’ is lower than 16.9%, the ‘most deprived’ group is considered to
be the proportion of the population identified by the measure (see the health dimension for example).

The dichotomous nature of the variable (as opposed to a continuous variable) produces a different threshold to the one used across
the other measures.

The indicator of income is also not ideal since a large proportion of cases are missing for some countries.
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every second day; (5) buying new clothes; and (6) having friends or family for a meal or drink once a month. The index
is the sum of all the scores across the six items, with a high score indicating a greater level of material deprivation. The
threshold adopted identifies the 17.1% of people most deprived on this dimension across the 34 countries.

Problems with quality of accommodation

Respondents were asked if their accommodation had any of the following problems: (1) shortage of space; (2) rot in
windows, doors or floors; (3) damp or leaks in walls or roof; (4) no indoor toilet; (5) no bath or shower; and (6) no place
to sit outside. Those having a problem on a specific item are considered as deprived regarding that item. The threshold
for quality of life problems on this dimension identified the 16.5% who are most deprived across the 34 countries.

Problems with quality of neighbourhood

This measure is constructed from the answers to questions about the neighbourhood environment and problems with the
following: (1) noise; (2) air quality; (3) drinking water quality; (4) crime, violence or vandalism; (5) litter or rubbish;
and (6) traffic congestion. On each item, a person was considered deprived if they experienced ‘major problems’ or
‘moderate problems’. The threshold on the neighbourhood quality scale that resulted in the group closest in size to the
16.9% target identified the 19% of the population in the 34 countries who are most ‘deprived’ on this dimension. The
next threshold would have identified only 13.9% as deprived on this indicator.

Poor quality public services
The respondent was asked to rate the quality of the following public services: (1) health services; (2) the education
system; (3) public transport; (4) childcare services; (5) long-term care services; (6) social housing; and (7) the state
pension system. Each item was scored on a scale ranging from 0 (poor quality) to 10 (high quality). The threshold
adopted for this item identifies the 16.8% of respondents in the 34 countries who have the most negative perception of
the quality of public services.

Social tensions

This index measures the extent to which respondents perceive social tensions between different groups in their country
(management and workers; rich and poor; men and women; young and old; different ethnic, national or religious groups;
people of different sexual orientation). The threshold identifies the 16% of the population across the 34 countries who
perceive the highest levels of social tension.

Perceived social exclusion

This index is based on the strength of agreement or disagreement with four items capturing whether the person feels left
out of society; that life has become too complicated; that the value of their work is not recognised; or that people look
down on them. The scale identifies the 15% of the population across the 34 countries who perceive the highest levels of
social exclusion.

Social capital deprivation

The EQLS measures involvement in community networks, involvement in voluntary work and participation in civil
society. Following Pichler and Wallace (2007), an index of social capital deprivation was constructed. This is based on
three sub-indicators that are given equal weight: social participation (participation in social activities of clubs, societies
or associations, and attending religious services); volunteering (with community organisations, political associations,
charities or educational or sports associations); and political participation (attending a political meeting, signing a
petition, contacting a politician, attending a protest or demonstration). The threshold identifies the 20.4% of people
across the 34 EU countries with the lowest score on the social capital index.
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Network support

The network support dimension is constructed from a set of items on the sources of support available across a range of
different situations, such as: illness; seeking advice on a serious matter; help in getting a job; depression or feeling low;
or needing to raise money urgently. The sources of support are: family members or relatives; other neighbours; friends;
or nobody. The scale identifies the number of situations in which the person has nobody to provide support. The
threshold on this scale identifies the 9.6% of respondents who are most deprived on this dimension across the 34
countries.

Table 8 shows the percentage of people ‘deprived’ on each of these quality of life dimensions for each country, as well
as the overall average across the 34 countries. With the exception of self-rated health (9.2%) and network support (9.6%),
the threshold adopted identifies the 15%-20% of the EU population that is most deprived on each dimension. As noted
above, the goal was to identify a proportion that is as close as possible to the proportion of people in the EU28 at risk
of income poverty (16.9%) since ‘at risk of poverty’ is an indicator of social exclusion with wide acceptance in policy
circles.

The countries in Table 8 are sorted according to the groups identified in the literature review. As can be seen in Table 8,
the proportion of people experiencing quality of life deprivation differs across countries and across domains. For
instance, people in Denmark are very unlikely to experience quality of life problems in the domains of material
deprivation, neighbourhood problems, poor quality public services or perceived social exclusion, but are above average
when it comes to reporting problems with health. On the other hand, people in the former Yugoslav Republic of
Macedonia are very unlikely to report problems with health, but are well above average in terms of neighbourhood
problems and social tensions.

In general, the Nordic countries tend to be less likely to experience quality of life deficits on most dimensions while the
level of quality of life problems is highest in the countries of central and eastern Europe and in Turkey. Two of the
dimensions are exceptions to this pattern: network support problems are more frequent in the countries of continental
Europe while the cross-national pattern for health problems is more mixed.

Rather than attempt to further summarise this complex and detailed table, the results of the AHCR analysis are described
both in terms of the level of multidimensional deprivation and the composition of multidimensional deprivation.
Following this, the results are drawn on to look at how countries might be clustered on the basis of outcomes.
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Table 8: People experiencing deprivation across quality of life domains (%)

Note: These figures are based on the threshold for each domain.
Source: EQLS 2012, analysis by authors.
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Multidimensional quality of life deprivation

As noted above, when the range of dimensions described above are taken into account, it is necessary to identify a
threshold above which an individual will be considered to be experiencing multidimensional deficits related to their
quality of life. In this regard, a person must experience deprivation on at least three of the 10 dimensions in order to be
considered as experiencing multidimensional quality of life problems. The threshold of three was chosen because this
gave an overall frequency of multidimensional quality of life problems that was closer to the level of income poverty
across the EU28. This identified 22.4% of the population across the 34 countries, ranging from 4.5% in Iceland to 46.8%
in Bulgaria. A threshold of two or more would identify 40.7% of the population across the 34 countries, ranging from
9.5% in Iceland to 70.9% in Bulgaria.

Level of multidimensional deprivation

Table 9 presents the overall level of multidimensional deprivation related to quality of life. The countries are sorted by
the proportion of individuals in each country that experience at least three quality of life problems (shown in column 1).
The colour scheme in the table helps to visualise the pattern of results between countries: green can be interpreted as a
lower proportion experiencing multidimensional quality of life problems while red is associated with a higher level of
multidimensional quality of life problems.

The first column, showing the percentage of individuals experiencing at least three quality of life problems, represents
the ‘headcount’. Individuals that are deprived on only one or two dimensions are not considered to be experiencing
multidimensional quality of life problems. As noted above, the range is very wide, from 4.5% in Iceland to 46.8% in
Bulgaria. For instance, this dispersion between countries is much wider than that found regarding those ‘at risk of
poverty’ (see Figure Al in Annex 3).

The second column presents the average intensity for the individuals who are multidimensionally deprived (deprived on
three or more dimensions). This is measured as the average proportion of people who are deprived across the 19
dimensions of quality of life. A value of 0.30, for instance, indicates that the person is deprived on 30% of the 10 quality
of life dimensions (or three of the 10); while a value of 1.0 indicates a person is deprived on all of the dimensions. In
comparison with the results from the first column, there is much less variation across countries with the range extending
from 0.34 in Denmark to 0.44 in Serbia. With a few minor exceptions, such as Iceland at one end of the spectrum and
Kosovo and Cyprus at the other end, there is a linear relationship between the headcount level and the intensity level.
Countries with a higher headcount tend to also have a higher intensity of quality of life deprivation.

The final column presents results for the level of multidimensional adjusted headcount ratio (AHCR). The AHCR is
calculated as the product of the headcount (the proportion experiencing multidimensional deprivation in the first column)
and the multidimensional intensity score (in the second column). The higher the AHCR score, the higher the overall
extent of multidimensional quality of life problems. The AHCR takes the value of zero when no one in a country is
deprived on any of the 10 dimensions and it takes a value of one when all the population in a country is deprived on all
the dimensions. The values of the AHCR range from 0.01 in Iceland to 0.19 in Bulgaria.

Although the indicators in the table are continuous, the countries can be sorted into four broad categories on the basis of
the figures in the first column, which shows the proportion of the population experiencing multidimensional quality of
life problems. This categorisation of countries is used in the next section to summarise the relationship between the level
and the composition of multidimensional quality of life problems.

© European Foundation for the Improvement of Living and Working Conditions, 2014 35



Developing a country typology for analysing quality of life in Europe

Table 9: Multidimensional deprivation related to quality of life

Note: ‘All countries’ refers to the average across countries, taking no account of differences in population: unweighted.
Source: EQLS 2012, analysis by authors.

Box 1: Calculation of AHCR

In order to illustrate the methodology of the AHCR, consider two countries at the opposite side of the AHCR spectrum
(Table 9): Austria and Serbia, with AHCR scores of 0.03 and 0.14, respectively.

Multidimensional quality of life takes account of 10 dimensions: health, mental well-being, material deprivation,

accommodation problems, neighbourhood problems, perceived poor quality public services, social tensions, perceived
social exclusion, social capital deficits and network support deficits.
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An individual is considered to have multidimensional quality of life problems if they experience deprivation or
problems on three or more of the dimensions. All other individuals (experiencing no deprivation or deprivation on only
one or two dimensions) are therefore not considered as experiencing multidimensional quality of life deprivation.

The first statistic from the AHCR methodology, then, is the headcount: the percentage of the population experiencing
problems on three or more dimensions. This figure is 7.8% of the population in Austria and 32.8% in Serbia. This is
shown in the first column of Table 9.

The second statistic is the depth or intensity of the multidimensional deprivation. This is the average number of
problems (expressed as a proportion) among those who experience multidimensional deprivation. This figure is 0.35 in
Austria and 0.44 in Serbia. In other words, among those with problems on three or more of the 10 dimensions in
Austria, the average person in Austria is deprived on 0.35 of the dimensions while the average person in Serbia is
deprived on 0.44 of the dimensions.

The third statistic, the AHCR is the product of the overall level of deprivation (the headcount) by the intensity of
deprivation. For Austria the AHCR is therefore 0.03 (0.078 x 0.35) and it is 0.14 in Serbia (0.328 x 0.44).

Composition of quality of life problems

One of the interesting features of the adjusted headcount ratio is that it shows the relative contribution of each domain
to the overall measure, within each country. In other words, apart from looking at the level of quality of life problems,
it is also possible to see the composition of quality of life problems and to consider whether this varies by country. Even
though countries that are usually grouped together in the literature can vary considerably in terms of their AHCR level,
perhaps they have more in common in terms of the composition of their quality of life problems.

This analysis involves looking at the contribution of each dimension to the total AHCR score of each country. The
detailed results are presented in Table A5 in Annex 2 and are summarised in Table 10; the summary was prepared by
condensing the results for countries with different levels of multidimensional quality of life deficits. For convenience,
four groups of countries are identified. Since the AHCR is a continuous measure, the boundaries between the groups are
somewhat arbitrary, though the general pattern is clear. Horizontal lines in Table 9 show where the groups are separated.

In the first group of countries, the adjusted headcount ratio ranges from 0.01 to 0.05. It contains the Scandinavian
countries, Austria, Germany, Luxembourg and the Netherlands from the continental group, and Ireland and Spain.

In the second group, the adjusted headcount ratio ranges from 0.09 to 0.12. This group comprises Belgium, France, Italy,
Malta, Portugal, Slovakia, Slovenia and the UK.

In the third group, the range of the adjusted headcount ratio is from 0.10 to 0.12. More of the newer EU Member States
are found here (Croatia, the Czech Republic, Estonia, Poland and Lithuania) as well as the former Yugoslav Republic of
Macedonia and Montenegro.

The final group is characterised by having the highest level, but also the largest variation, in the adjusted headcount ratio
(0.13 to 0.19) and has nine countries. With the exceptions of Cyprus and Greece, all the countries are from central and
eastern Europe, the Baltic region and the Balkan region. The countries are Bulgaria, Cyprus, Greece, Hungary, Kosovo,
Latvia, Romania, Serbia and Turkey.
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Level and intensity of deprivation
Table 10 reports the mean contribution of each dimension to the overall quality of life problems for the four groups of
countries, based on the level and intensity of multidimensional quality of life deprivation.

Looking at the first group of countries, with the lowest overall intensity of quality of life problems, the main contributing
components are poor health, problems with mental well-being, perceived social exclusion and social capital deficits (all
ranging from 0.11 to 0.13 of the total) and, to a lesser extent, self-rated health, accommodation problems and lack of
social contact and network support (ranging from 0.12 to 0.14). This does not mean that problems with health and mental
health are more prevalent in these countries than elsewhere; it just means that when people in these countries experience
multidimensional quality of life problems, they are most likely to arise in these areas (health, mental well-being, social
capital and perceived social exclusion). On the positive side there are fewer problems in these countries with material
deprivation, neighbourhood deprivation and perceived quality of public services (all ranging from 0.07 to 0.09).

Table 10: Quality of life scores by country groups

Note: Figures sum to 1 in each column. Countries are grouped based on the level and intensity of multidimensional quality of life
problems (the AHCR ratio).

In the second group of countries, the main issues are mental distress (0.12), perceived social exclusion (0.12) and social
capital problems (0.11). Self-rated health is less of a problem (0.08) while material deprivation (0.12) is relatively more
important.

In the third and fourth groups, basic living standards and perceived quality of public services become more salient and
there is an increasing significance of accommodation and neighbourhood related problems. Problems with health make
less of a contribution to quality of life issues here. Problems with lack of network support and social capital deficits are
relatively less important than they are in the first group.

This analysis shows that there is an association between the composition or nature of the quality of life deprivation and
the level and intensity of quality of life problems, as measured by the AHCR. Where the AHCR is high, problems with
basic living standards and the quality of public services tend to be relatively more important. On the other hand, where
the AHCR is low, health and mental well-being problems, perceived social exclusion and social capital deficits become
more significant components of multidimensional quality of life deprivation.

Chapter 4 brings together the results of the AHCR analysis in this chapter with the results of the analyses in the previous
chapters to examine whether it is possible to identify a way of grouping countries that is informative for an understanding
of national variations in quality of life.
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Quality of life and life satisfaction

In constructing an indicator of multidimensional quality of life, 10 dimensions were included: health, mental well-being,
material deprivation, accommodation problems, neighbourhood problems, perceived poor quality public services, social
tensions, perceived social exclusion, social capital deficits and network support deficits. All of these were chosen in line
with the capabilities approach of Sen, as factors that enable people to increase the type and range of things they can do
(Sen, 1989, 1993). Subjective quality of life, as measured by global life satisfaction, might be thought of as a person’s
overall assessment of their quality of life, taking into account those dimensions that are particularly significant to them
(Eurofound, 2010). A strong relationship is expected between subjective quality of life and the resources and conditions
that affect people’s capacity to make choices and to act.

This relationship is examined in Figure 2, which shows the association between the average level of life satisfaction in
each country according to the third EQLS (Eurofound, 2012) and the average AHCR. There is a strong negative
relationship between the two: countries with a higher level of quality of life problems have a lower average level of life
satisfaction. The correlation between the two is -0.875. Denmark, Finland and Iceland have the highest average levels
of life satisfaction and the lowest average AHCR levels. At the other end of the spectrum, Bulgaria and Hungary have
the lowest level of life satisfaction and are among the three countries with the highest level of quality of life problems,
as measured by the AHCR.

Figure 2: Average life satisfaction and AHCR rate by country
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Summary

This chapter draws on the work of Alkire and Foster (2007, 2011a, 2011b) to develop an indicator of multidimensional
quality of life deficits based on the EQLS data. This approach enables the comparison of countries in terms of the level
and depth of multidimensional quality of life deficits. The dimensions included are health, mental well-being, material
deprivation, accommodation problems, neighbourhood problems, poor quality public services, social tensions, perceived
social exclusion, social capital deficits and network support deficits. The adjusted headcount ratio (AHCR) is an
indicator that ranges from 0 to 1. It expresses the level and intensity of multidimensional quality of life deficits. The
lowest value is 0.01 in Iceland and the highest value is 0.19 in Bulgaria. The AHCR is lowest in the Nordic countries
and continental Europe and highest in Bulgaria, Hungary, Latvia and Turkey.

Apart from the level and intensity of multidimensional quality of life problems, the AHCR method is also a means of
examining the composition of multidimensional quality of life problems by country. In countries where the level and
intensity of quality of life problems are greater, problems with basic living standards and the quality of public services
tend to be relatively more important. In countries with a lower level of quality of life problems, as measured by the
AHCR, problems in the areas of health, mental well-being, perceived social exclusion and social capital deficits become
more significant among those experiencing multidimensional quality of life problems.
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Introduction

This chapter draws together the results from the literature review, the empirical analysis of macro-level indicators of state
action and the analysis of quality of life to ask whether it is possible to recommend a particular grouping of countries
for quality of life research. It begins by outlining a number of criteria on the basis of which one might decide which
country grouping system (if any) would be most suited to analysis and communication of quality of life patterns in
Europe. It then examines the two country-grouping systems with respect to these criteria. The third part of the chapter
examines the extent to which the literature-based country grouping system is informative in terms of accounting for
country patterns in multidimensional quality of life problems. Finally, the fourth section recommends a way of grouping
countries and a strategy for developing this in the future.

Criteria for choosing a country grouping

It was evident from a review of the literature that there is no universal agreement on the grouping of countries, but that
there is an identifiable dominant pattern. The underlying theory may emphasise different factors. For instance, Esping-
Andersen (1990) emphasises decommodification and stratification; Hall and Soskice (2001) emphasise firms’
coordination strategies and Castles and Mitchell (1992) emphasise a constellation of social and political factors that are
common within a ‘family’ of nations. Nevertheless, there tends to be a convergence on a dominant schema, across a large
number of sources. There was greater fluidity in terms of the countries of the Baltic region, central and eastern Europe
and the Balkans. The inclusion of these countries in comparative international studies is relatively recent and they are
represented in fewer sources dealing with welfare or employment regimes.

The analysis of macro-level indicators also indicated a degree of convergence across the different clustering techniques
tested, but the resulting scheme differed in some respects from that identified in the literature.

Given the differences between the grouping systems based on the analysis of the literature and those based on an analysis
of macro-level indicators, can it be concluded that it is possible to derive a system of grouping countries that would be
useful in terms of understanding and communicating differences in quality of life across these 34 countries? In order to
answer this question, it is helpful to begin by reviewing the important criteria for a country grouping system.

Grouping countries based on institutional features

A grouping scheme based on the analysis of institutional features of countries would be preferable to one based on
quality of life outcomes. This is because basing group membership on distinct institutional features, such as the nature
of the approach to welfare, would enable analysis of the impact of policies on quality of life. It would also make it
possible to consider whether similar quality of life outcomes in a given domain (or in terms of overall quality of life)
could be arrived at through different institutional and policy configurations. Although it is legitimate to ask what
institutional features of a country are most relevant to quality of life, this is more easily achieved if the institutional
features are separately identified using macro-level indicators or qualitative information about the country’s political and
socioeconomic institutions. Beginning with the institutional features of a country is also more useful from a policy
perspective, since it facilitates comparison and analysis of the kinds of policies that affect quality of life outcomes. Both
the approach adopted in the literature and the approach based on cluster analyses of macro-level indicators are linked to
institutional and policy configurations rather than quality of life outcomes.

A broad range of institutional features

From the perspective of quality of life research, a grouping scheme based on a broad range of institutional features would
be preferable to one based on a narrow and specific range of institutions. In the analysis of the literature, it emerged that
schemes focusing on a single policy domain tended to produce very different country grouping schemes from the
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dominant ones. For instance, in a study that emphasises family policy, Blum (2011) groups Hungary, Ireland, Latvia and
the UK with the Scandinavian countries, while the Czech Republic, Estonia, Greece, Poland and Portugal are grouped
with continental countries. This system of grouping countries is very valuable in highlighting patterns in family policy
trends, but its usefulness is more limited when it comes to understanding other quality of life outcomes. A broadly
defined system that takes account of very general aspects of a country’s political and institutional configuration is useful
in highlighting patterns in multidimensional quality of life. It draws attention to patterns that deviate from those expected
from the country groups. The search for an explanation for unexpected patterns can contribute significantly to the
development of theory. As discussed below, the unexpected patterns include the very different levels of quality of life in
eastern and western Mediterranean countries and the much higher level of quality of life problems in Hungary compared
to other countries in the Visegrad group.

Relative stability over time

Country groups should be relatively stable over time, so that they are based on relatively enduring aspects of the role of
the state with respect to issues relevant to quality of life. A degree of stability would allow an assessment of the impact
over time of a constellation of state policies. The benefits of many policies — such as in the area of health promotion and
education — take a long time to be realised. In the absence of stability over time, there is a risk that the benefits due to
policies in one regime would be attributed to the policies of another, later policy package.

Ease of updating and validating country groups

While stability is an advantage, the system should not be so rigid that it is unresponsive to major regime shifts. Ideally,
a robust country grouping system would be based on a limited number of well-grounded, widely available macro-level
indicators that capture actions of the state relevant to quality of life. This would permit the continuing validity of the
grouping system to be assessed over time. Social and political change may lead to a country shifting from one group to
another. This is particularly true given that the sorting of countries into groups is always going to be an approximate
exercise since they will fit together well in some respects (overall capacity of the state as measured by state revenue, for
instance) but less well in others — for example, regarding means testing of social benefits perhaps. Some countries will
approximate ‘pure types’, while others may contain a mixture of different types (Ferragina and Seeleib-Kaiser, 2011).
Moreover, and perhaps especially in the case of the countries of central and eastern Europe and the Balkans, there may
be an evolution of institutional arrangements over time that warrants a reclassification of countries.

Assessment of country grouping systems

Table 11 summarises the country grouping systems with respect to these criteria. Both the literature-based system and
the system based on cluster analysis of macro-level indicators perform well in terms of being based on institutional
features of the countries rather than on quality of life outcomes. The literature review did include some grouping systems
based on particular policy outcomes or a mix of outcomes and institutional features, but the dominant trend was to base
the system on institutional features.” Given the limited number of indicators used in the empirical cluster analysis, this
system is more selective than the literature-based approach in terms of the institutional features.”

While six of the 53 sources were grouped on the basis of quality of life outcomes, there was only one case where this was the sole
criterion.

The indicators were GNI (logged); government revenue as a percentage of GDP; government spending on social benefits as a
percentage of GDP; government spending on health as a percentage of GDP; government spending on education as a percentage
of GDP; and percentage of social benefits that are means tested.
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Since a wide range of institutional criteria were considered in the literature, the literature-based system meets the
criterion of being broadly based. As far as possible, the selection of indicators for the empirical cluster analysis aspired
to be broad, based on policies of wide relevance, such as social protection, health and education. However, it does not
meet this criterion to the same degree, since it does not include any indicators of labour market policy or family policy.
It is difficult to get robust and comparable indicators of these dimensions for the full range of countries included in this
report.

In terms of stability over time, the literature-based system performs well since different sources draw on data from
different periods of time, from the 1980s to the 2000s. The cluster-based system does not score as highly in this respect,
since the cluster analysis was based on 2011 data only. The indicators of national income and government spending
might be expected to change only slowly over time, but testing this was beyond the scope of the present analysis. In any
case, for many of the countries of eastern and south-eastern Europe the analysis is limited by the length of the time series
data available.

Finally, in terms of the potential to validate and update the systems, the system derived from the empirical cluster
analysis of macro-level indicators has a clear advantage. The indicators are readily available and will be available into
the future. On the other hand, it is a slower process to validate and update a system based on the literature.

Table 11: Alternative country grouping systems assessed against criteria

System derived from System derived from
Criteria literature review cluster analysis
Based on institutional features of countries High Medium-high
Broad range of institutional features High Medium-high
Stability over time Medium-high Medium—low
Ease of updating and validating Low—medium High

In summary, based on the four criteria outlined above, the literature-based system has the advantage in terms of the range
of institutional features considered and the span of time considered. This is only in contrast to the empirical cluster
analysis conducted in the present report, however. In the future, it will be possible to conduct further tests, using a
broader range of indicators that span a longer time period, as they become available for the 34 countries. This could
broaden the base of the cluster-based country grouping system and permit an examination of stability over time.

Comparing country clusters

Table 12 compares the clusters derived from the literature to those derived from the analysis of the macro-level indicators
in this chapter. There are many areas of similarity but also some cases where countries are classified quite differently.

In both clustering schemes, Denmark, Finland and Sweden are grouped together but the empirical analysis no longer
groups Iceland with these three countries, as indicated by unbolded text. While Denmark, Finland and Sweden form a
separate cluster in the literature analysis, they are combined with Austria, Belgium and France in the empirical analysis.
In both systems, Austria, Belgium and France are found in the same cluster. Germany and the Netherlands are found
together in both systems, but are grouped with the larger continental countries in the literature and with the smaller
western/continental group in the empirical analysis.
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Table 12: Country clusters by method

Literature-based

Cou

ntry cluster label

Empirical, cluster-based

DK, FI, SE, IS

< Nordic

Nordic/Continental >

DK, FI, SE, AT, BE, FR

DE, NL, AT, BE, FR, LU

< Continental

Continental/Western -

DE, NL, UK

EL,IT, PT, CY, ES, MT, TR & Mediterranean - | EL, IT, PT, SI (LU)
Mixed - | IS, IE, ES, MT, CY
UK, IE & Western islands
EE, LV, LT < Baltic states
PL, SK, CZ, HR, HU, SI < Central and eastern Europe - | PL, SK, CZ, HR, EE, LT, LV
BG, RO, MK, ME, RS &< Balkan Peninsula - | BG, RO, MK, TR
Mixed - | HU, RS, ME

Source: Literature review by authors, cluster analysis by authors of indicators from World Bank development indicators and Eurostat.

The ‘western islands’ group, consisting of Ireland and the UK, was found in the literature but was not found in the
empirical analysis, which places the UK with the continental/Nordic group and Ireland with a new ‘mixed’ group that
also includes Cyprus, Iceland, Malta and Spain. This latter group is mainly characterised by a relatively high level of
means testing for social benefits.

The ‘southern’ group found in the analysis of the literature does not clearly emerge in the empirical analysis. In the
empirical analysis, Cyprus, Malta and Spain are found together in one cluster and Greece, Italy and Portugal are found
together in another cluster. Turkey is not found with the ‘southern’ countries in the empirical analysis, but is found with
the Balkan countries.

The Baltic, central and eastern European and Balkan countries are also grouped differently according to the two
approaches. In both, the three Baltic states are found together but while they form a cluster of their own in the literature,
the empirical analysis combines them with the Czech Republic, Croatia, Poland and Slovakia. These four countries are
found together in both schemes, but the remaining countries in the literature analysis differ from those in the empirical
analysis of the macro-level variables.

Hungary, Montenegro and Serbia are found in a cluster that has no parallel in the literature. This might be because there
is not very much literature yet that includes Montenegro and Serbia. In terms of the macro-level variables, these
countries seem to be characterised by low income, but relatively high government revenue and social benefits as a
percentage of GDP.

Finally, Bulgaria, the former Yugoslav Republic of Macedonia and Romania are found together in both systems.
However, they are combined with Montenegro and Serbia in the literature but with Turkey in the empirical analysis.

Overall, then, there are some similarities between the two grouping systems, but some differences occur as well. At the
level of detail shown in Table 12, of the 33 countries, 15 would be grouped similarly under both approaches: Denmark,
Finland and Sweden in a Nordic/social democratic group; Germany and the Netherlands in a continental group; Greece,
Italy and Portugal in a Mediterranean group; the Czech Republic, Croatia, Poland and Slovakia in a central and eastern
European group; and Bulgaria, the former Yugoslav Republic of Macedonia and Romania in a mainly Balkan group.

However, at a slightly more aggregated level of analysis, 26 of the 33 countries would be in similar groups under both
systems. Eight countries are in one of two groups — Nordic or continental — in both systems: Austria, Belgium, Denmark,
Finland, France, Germany, the Netherlands and Sweden. A further three countries are in the Mediterranean group in both
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systems (Portugal, Italy and Greece) and another three could be added if the mainly Mediterranean ‘mixed group’ from
the empirical cluster analysis is combined with this category (Cyprus, Malta and Spain). Seven countries are classified
in either the central and eastern group or the Baltic group under both systems (the Czech Republic, Croatia, Estonia,
Latvia, Lithuania, Poland and Slovakia). Finally, five countries are classified in a largely Balkan group in both systems
(Bulgaria, the former Yugoslav Republic of Macedonia, Montenegro, Romania and Serbia). At a more aggregated level,
then, the similarities between the two systems are more apparent.

Country groups and quality of life

It was shown earlier in this chapter that the literature-based country grouping scheme offered a number of advantages in
terms of the plausibility of the country groups, it being based on broad institutional features of the countries and its
relative stability over time. This section examines how well this system captures important differences between the
countries in terms of quality of life. The purpose of this analysis is to check whether some modification of the literature-
based groups might lead to an improved capacity to identify important distinctions in terms of quality of life.

This section begins by examining the overall AHCR, which measures the level and intensity of multidimensional quality
of life problems across 10 domains: health, mental wellbeing, material deprivation, accommodation deprivation,
neighbourhood deprivation, poor quality public services, social tensions, perceived social exclusion, social capital
deficits and network support deprivation. It then examines the grouping system with respect to the 10 domains
separately. Because the country groups were developed, for the most part, on the basis of factors other than quality of
life outcomes, there is no reason why they will capture important variations in quality of life. However, to the extent that
they do capture such variation, they will be more useful in understanding and communicating these patterns and
differences.

It is also possible to include Kosovo in this analysis since quality of life data on this country is available from the third
EQLS (2012). Kosovo was included in neither the literature-based system nor the empirical cluster analysis due to lack
of data. Kosovo is provisionally grouped with its neighbouring states — the former Yugoslav Republic of Macedonia,
Montenegro and Serbia — in the following charts.

Adjusted headcount ratio (AHCR)

Figure 3 summarises how the AHCR varies across countries and by country group. The R2 statistic, which indicates the
proportion of the country-level variation explained by the country groups, is 0.532 for the literature-based groups. This
indicates that 0.532 (or 53.2%) of the country-level variation in the overall level and intensity of quality of life problems
is accounted for by country group. The literature-based system groups Iceland with Denmark, Finland and Sweden to
form the group with the lowest AHCRs. Among the Visegrad countries grouped together in the literature (the Czech
Republic, Hungary, Poland and Slovakia), Hungary stands out as having a much higher level of quality of life problems.
The most diverse group is that of the Mediterranean countries, where Cyprus, Greece and Turkey have much higher
AHCR scores than the other countries in this group. The diversity within this group suggests that it might be usefully
split into a western Mediterranean group (Italy, Malta, Portugal and Spain) and an eastern Mediterranean group
consisting of Cyprus, Greece and Turkey.
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Figure 3: AHCR by country and literature-based groups (%)
20%
18%
16%
14%
12%
10%
8%
6%
4%

2%

(0 e e e e e L B B p e B e e B B e B B e B L B s m e e e e o B e ey e |

DKIS FI SE AT NLLUDE BE FR IEUK ESPTMTIT CY ELTR SI SKHRCZPLHU EELTLV MEMKKV RSROBG

Source: EQLS, 2012; analysis by authors. The adjusted R? is 0.532.

General health

Figure 4 shows the percentage of people rating their health as ‘bad’ or ‘very bad’ by country and country group. The
adjusted R2 statistic suggests that a lower proportion of country-level variation in health problems is accounted for by
country group (about 36% compared to about 53% of the AHCR). The rate of health problems tends to be highest in the
Baltic states, which are grouped together. However, the rate is also high in Romania and Serbia, which are grouped with
the former Yugoslav Republic of Macedonia, Kosovo and Montenegro — countries with a much lower rate of self-
reported health problems. There is also diversity within the Mediterranean group, with a high rate of health problems in
Portugal but much lower rates in Cyprus, Malta and Spain. The differences between the Nordic, continental and western
island groups are very minor. The combination of within-group diversity and groups with similar mean levels of health
problems accounts for the weaker relationship between country group and the prevalence of health problems.

Figure 4: Health rated as ‘bad’ or ‘very bad’ by country and literature-based group (%)
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Source: EQLS, 2012; analysis by authors. The adjusted R? is 0.363.
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Mental well-being

In the case of mental well-being problems, the adjusted R2 statistic is 0.306. Again, there is diversity within the
Mediterranean and Balkan groups. This reduces the proportion of country-level variation accounted for by country
groups. Within the Mediterranean group, a similar pattern is observed to that for the AHCR, with higher levels of
problems in Cyprus, Greece and Turkey than in the other countries in this group. In the Balkan group, levels of mental
well-being problems are high in Romania and Serbia and much lower in the former Yugoslav Republic of Macedonia
and Montenegro.

Figure 5: Proportion with low levels of mental well-being by country and literature-based group (%)
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Source: EQLS, 2012; analysis by authors. The adjusted R? is 0.306.

Material deprivation

The relationship between material deprivation and country group is somewhat stronger, with an R2 statistic of 0.538. The
literature-based system has four groups of countries with internally very similar levels of material deprivation (Nordic,
continental, liberal and Baltic). Greece and Turkey have much higher levels of material deprivation than the other
countries classified in the Mediterranean group in the literature-based approach. In the Balkan group, Bulgaria and
Romania have much higher levels of material deprivation than the other countries. There is also diversity within the
central and eastern European group, with high levels of deprivation in Hungary and relatively low levels in Slovenia.
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Figure 6: Material deprivation by country and literature-based group (%)
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Source: EQLS, 2012; analysis by authors. The adjusted R? is 0.538.

Accommodation deprivation

The variation across countries in accommodation deprivation is relatively modest apart from a small number of eastern
and south-eastern countries where the level of deprivation is particularly high (Estonia, Kosovo, Latvia, Romania and
Turkey). Nevertheless, the overall R2 statistic is moderately high, at 0.443.

Figure 7: Accommodation deprivation by country and literature-based group (%)
45%

40%

35%
30%
25%
20%
15%
"l /

5%

% TT—TT7"T7T "7 T T T T T T T T T T T T T T T T T T T T T T T T

DK IS FI SE AT NL LU DE BE FR IEUK ESPTMTIT CYELTR  SI SKHRCZPLHU EELTLVY MEMKKV RSROBG

Source: EQLS, 2012; analysis by authors. The adjusted R? is 0.443.

Neighbourhood deprivation

The level of neighbourhood quality problems is moderately associated with the literature-derived country grouping
system (adjusted R2 is 0.476). The highest level of problems is found in Kosovo, but the levels tend to be high in the
other Balkan countries as well and also in several of the Mediterranean countries (Cyprus, Greece, Italy and Turkey).
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Figure 8: Proportion experiencing neighbourhood deprivation by country and literature-based group (%)
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Source: EQLS, 2012; analysis by authors. The adjusted R? is 0.476.

Problems with the quality of public services

The main difference in perceived quality of public services occurs between the countries in the north and west and those
in the south and east, with the latter experiencing a higher level of problems. The adjusted R? statistic is relatively high,
at 0.579. There is diversity within the Mediterranean system with the highest level of problems in Greece. There is also
diversity within the Balkan countries, with problems highest in Bulgaria.

Figure 9: Reported public service quality problems by country and literature-based group (%)
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Source: EQLS, 2012; analysis by authors. The adjusted R? is 0.579.

Social tensions

The perceived level of social tension is very variable within groups. This is reflected in an adjusted R2, which at 0.240
is lower than that of most of the other quality of life outcomes. The Mediterranean countries again split into the familiar
two groups, with much higher levels of social tensions in the eastern countries. There is also a great deal of diversity
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within the central and eastern European group and the Balkan group. In the former, levels of tension are particularly high
in Croatia and Hungary, while in the Balkan countries levels are highest in the former Yugoslav Republic of Macedonia
and Serbia.

Figure 10: Reported high levels of social tensions by country and literature-based group (%)
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Source: EQLS, 2012; analysis by authors. The adjusted R? is 0.240.

Perceived social exclusion

Apart from Bulgaria and Cyprus, which have particularly high levels of perceived social exclusion, the differences
between countries on this issue is relatively modest — internally, the groups tend to be fairly homogenous. Neither is a
large difference found between groups. As a result, the R2 statistic for this dimension is lower than it is for most other
quality of life dimensions, at 0.316.

Figure 11: Perceived social exclusion by country and literature-based group (%)
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Source: EQLS, 2012; analysis by authors. The adjusted R? is 0.316.
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Social capital deficits

The indicator of social capital deficits includes low involvement in community networks, low involvement in voluntary
work and low participation in civil society. Apart from the better scores on this indicator in the Nordic countries and
Ireland, there is no clear relationship between the level of social capital deprivation and country cluster. The adjusted R2
statistic is low at 0.017. The system does a poor job of distinguishing the three countries with particularly high levels of
social capital deficits (Bulgaria, Hungary and Latvia), which are placed in three different groups.

Figure 12: Reported social capital deprivation by country and literature-based group (%)
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Source: EQLS, 2012; analysis by authors. The adjusted R? is 0 .017.
Lack of network support
Lack of network support differs from many of the other dimensions in that the country group with the highest level of
problems in this area is the relatively affluent continental group. The level of variability across countries is relatively

modest, however. There are only three countries with a level above 15% (Luxembourg, Latvia and the Netherlands). The
adjusted R2 is 0.451.

Figure 13: Lack of social network support by country and literature-based group (%)
20%
15%

en

5%

% r—r———T——T—T——T—TTT—"TT7T7T T T 7T 7T T T T T T T T T T T T T T T T T T T T

DKIS FI SE  ATNLLUDEBEFR IEUK ESPTMTIT CYELTR  SI SKHRCZPLHU EELTLV MEMKKV RSROBG

Source: EQLS, 2012; analysis by authors. The adjusted R? is 0.451.
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Quality of life across country clusters in Europe

It is clear from the analysis in the previous section that quality of life in the western Mediterranean countries is very
different from that in the eastern Mediterranean countries. This means that for the purposes of quality of life research, it
makes sense to split this group. Kosovo was provisionally placed in the Balkan group. Given that this is already a diverse
group, Kosovo was not atypical on most dimensions. Kosovo was an outlier on the neighbourhood and accommodation
dimensions but it was closer to the Balkan pattern on these dimensions than to the alternative group to which it might
have been assigned (the central and eastern European group). The general recommendation emerging from the empirical
analysis of quality of life indicators, then, is to split the Mediterranean group into two groups: eastern Mediterranean
countries and western Mediterranean countries, but to leave the remaining country groups as they are.

Table 13 shows how this would affect the proportion of the country-level variation in quality of life that is accounted for
by the country groups. On average, across the dimensions, the proportion explained would increase from 0.387 to 0.476.
The increase is particularly marked for the overall indicator of multidimensional quality of life problems (the AHCR),
which would increase from 0.532 to 0.719. Major improvements are also seen in the areas of mental well-being problems
(0.306 to 0.523), social tensions (0.240 to 0.408) and perceived social exclusion (0.316 to 0.520).

Table 13: Differences in quality of life across country groups

Adjusted RZ with | Adjusted RZ with
Quality of life dimension seven Groups eight Groups
Level and intensity of multidimensional quality of life deficits (AHCR) 0.532 0.719
Health problems 0.363 0.340
Mental well-being problems 0.306 0.523
Material deprivation 0.538 0.647
Accommodation deprivation 0.443 0.513
Neighbourhood deprivation 0.476 0.523
Public service deficits 0.579 0.613
Social tensions 0.240 0.408
Perceived social exclusion 0.316 0.520
Social capital deficits 0.017 0.003
Network support deficits 0.451 0.430
Average across dimensions 0.387 0.476

Notes: The R2 statistic measures the percentage of the variation between countries in each dimension that is accounted for by country
groups.
Source: EQLS, 2012 (34 countries), analysis by authors.

For three of the dimensions (health problems, social capital deficits and network support deficits), splitting the
Mediterranean group makes little difference. Since the adjusted R? takes account of the number of groups (essentially
adding a ‘penalty’ if there is an increase in the number of groups with no improvement in the proportion of variance
explained), it is slightly lower for the eight-group system than the seven-group system for these dimensions. However,
the increase in variance explained overall more than compensates for the loss of efficiency involved in moving from
seven to eight groups.

Overall, Table 13 shows that the eight country groups do a very good job of capturing differences between countries in
overall quality of life, material deprivation and public service deficits (0.60 to 0.72); a moderately good job for
neighbourhood, accommodation, mental well-being, perceived social exclusion, social tensions and health (0.34 to 0.52);
and that they do not perform at all well for social capital deficits (0.036).
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Aggregating countries for fewer groups

There may be situations in which a smaller number of groups is needed. This may be for reasons of parsimony or, where
the focus is on a more limited group of countries, to avoid having groups with only one or two countries. An analysis of
the 28 EU Member States, for instance, would have three groups with only two Member States if the eight-group system
in Table 13 were adopted. How might the groups be combined to produce a smaller number of groups with a larger
number of countries in each group? The analysis of country patterns in the dimensions of quality of life provided some
hints as to how this might be accomplished without major loss of explanatory power. For instance, Ireland and the UK
were very similar to the continental countries in terms of quality of life, particularly in terms of the overall AHCR level.
The three Baltic countries have a similar AHCR level to Hungary and Poland, while Cyprus, Greece and Turkey have
an ACHR level similar to that of Bulgaria and Romania.

Table 14 shows the original eight groups and how the groups might be aggregated to form five groups or three groups.
Table 15 shows how much of the country-level variation in quality of life is accounted for by the eight groups, five
groups and three groups.

Table 14: Recommended country groups

Countries

Eight groups

Five groups

Three groups

Denmark, Finland, Sweden, (Iceland)

Nordic

Nordic

Nordic

Austria, Belgium, Germany, France, Luxembourg,
Netherlands

Continental

Ireland, United Kingdom

Western islands

Continental and western
islands

Italy, Malta, Portugal, Spain

Mediterranean (W)

Mediterranean (W)

Western Europe

Croatia, Czech Republic, Hungary, Poland, Slovakia,
Slovenia

Central and eastern Europe

Estonia, Latvia, Lithuania

Baltic nations

Central and eastern Europe

Cyprus, Greece, (Turkey)

Mediterranean (E)

Bulgaria, (the former Yugoslav Republic of
Macedonia), (Kosovo), (Montenegro), Romania,
(Serbia)

Balkan countries

Eastern Mediterranean and
Balkan

Central and eastern Europe

Recommended use

When greatest level of detail
is required and/ or where 34
countries are concerned.

For 28 EU Member States;
for general quality of life;
not for accommodation
problems, network support

In cases where having a
small number of groups is
the priority; some loss of
explanatory power.

or social tensions.

Notes: Country names in (parentheses) are not EU Member States.

In going from eight groups to five groups, the proportion of country-level variation in the AHCR is maintained at about
0.72 and there is little change in the proportion of country-level variation accounted for in most of the other dimensions,
especially material deprivation, neighbourhood deprivation, perceived social exclusion and quality of public services.

However, there is considerable loss of explanatory power when it comes to accommodation deprivation (falling from
0.513 with eight groups to 0.313 with five groups). This is because the three Baltic states had a much higher level of
problems in this area than the other countries of central and eastern Europe (see Figure 7). There is a loss of explanatory
power for health problems (from 0.340 to 0.264) but the level of variation in health problems by country group was
modest in any case. There is also some loss of explanatory power when it comes to social tensions and loss of network
support, but this is less marked than in the case of accommodation deprivation. The five-group system is less useful if
the focus is on accommodation problems, social tensions or network support deficits.
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For the purpose of presenting results on quality of life, then, aggregating these groups to form five groups as shown in
Table 14 would not result in the loss of a great deal of country-level information. Moving from eight to five groups would
also avoid having any groups with fewer than three countries when the focus is on the 28 EU Member States.

Table 15: Variation in quality of life, by country groups

Adjusted R2 Adjusted R2 Adjusted R2
Quality of life dimension Eight Groups Five Groups Three Groups
Overall quality of life deficits (AHCR) 0.719 0.715 0.682
Health problems 0.340 0.264 0.164
Mental well-being problems 0.523 0.458 0.459
Material deprivation 0.647 0.615 0.589
Accommodation deprivation 0.513 0.313 0.325
Neighbourhood deprivation 0.523 0.572 0.297
Public service deficits 0.613 0.598 0.575
Social tensions 0.408 0.281 0.299
Perceived social exclusion 0.520 0.543 0.418
Social capital deficits 0.003 0.030 0.063
Network support deficits 0.430 0.235 0.170
Average across dimensions 0.476 0.420 0.367

Note: The R statistic shows the proportion of country-level variation across the 34 countries accounted for by the different country
grouping systems.
Source: EQLS, 2012; analysis by authors.

The countries could also be grouped into three very broad groups: the ‘Nordic countries’; the ‘western European’ group
consisting of the continental group, the western islands (the UK and Ireland) and the western Mediterranean groups; and
the ‘eastern European’ group consisting of the countries of central and eastern Europe, the Baltic states, the eastern
Mediterranean countries and the Balkan states. These three groups preserve the main country-level distinctions in terms
of overall multidimensional quality of life and also perform quite well in capturing variation in material deprivation,
quality of public services and perceived social exclusion. There is some loss of explanatory power when it comes to
network support, accommodation deprivation, neighbourhood deprivation, social tensions and health problems but this
may be acceptable when these dimensions are not the focus of the analysis and parsimonious presentation is the priority.

Conclusion

This chapter drew together the results from the literature review, the analysis of macro-level indicators of state activity
and the analysis of multidimensional quality of life deficits to recommend a system of grouping countries for quality of
life research.

In bringing together the results of the literature review (Chapter 1), a method was developed of combining very diverse
results by asking how often each pair of countries was grouped together. A similar method was used to draw together a
very large number of different solutions from the empirical cluster analysis of macro-level indicators (Chapter 2). In both
cases, the method produced a reasonably clear grouping of countries.
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When the ideal features of a country grouping system are considered, the theoretically grounded system based on the
literature has a number of advantages. It is grounded in the institutional features of the countries and takes a broad
approach because it includes literature with a range of emphases. It also has an element of stability over time since the
data underlying the literature are spread over the period since 1990. One advantage of a grouping system based on
empirical cluster analysis of a small number of indicators is ease of updating and expansion of the grouping system. The
empirical cluster analysis shows promise for use as an adjunct to the literature-based system — the empirical cluster
analysis would have classified 26 of the 33 countries into groups similar to those that emerged from the literature-based
approach. However, further work is needed in this area to produce a grouping that shows greater consistency with the
more broadly-based results from the literature review.

The analysis of dimensions of quality of life suggested a modification of the grouping of countries derived from the
literature. It was found that countries of the eastern Mediterranean (Cyprus, Greece and Turkey) tended to have much
greater quality of life problems than countries of the western Mediterranean (Italy, Malta, Portugal and Spain). For
quality of life research, then, it makes sense to split the Mediterranean group into these two groups. The eight-group
system does a very good job of capturing differences between countries in overall quality of life, material deprivation
and public service deficits (0.60 to 0.71); and a moderately good job for neighbourhood, accommodation, mental well-
being, perceived social exclusion, social tensions and health (0.39 to 0.56). It does not perform at all well for social
capital deficits (0.036).

As well as the eight-group system, a five-group system is recommended for use when the focus is on the 28 EU Member
States. The five-group system does well in capturing the major distinctions in terms of quality of life but performs less
well when it comes to distinctions related to accommodation problems. A three-group system is also suggested for
situations where a small number of groups is a priority, although this system will result in some information loss.

Despite the diversity of perspectives and priorities in the literature on country grouping systems, the analysis in this
report led to a coherent country grouping system. Further, as shown in this final chapter, this system performs well in
terms of capturing country-level variation in quality of life across most dimensions. Perhaps it should not be surprising
that the country grouping system derived from the review of literature performs well or that the groups of countries are
coherent. After all, much of the literature is informed by an in-depth analysis of cultures, history and institutions. This
also accounts for the geographical clustering of groups. Some similarities would be expected in the welfare states of
peoples who have shared a great deal of their history (such as Ireland and the UK or the Baltic states), deriving from
similar institutional legacies, cultures and values. The cultural dimension is important to the structure and role of family
and caring patterns, approaches to work, approaches to citizenship, forms of sociability and solidarity and welfare. These
kinds of cultures and institutions overlay one another, which may be why clustering systems that start from different
points often arrive at quite similar configurations.

For specific dimensions of quality of life, a more refined grouping of countries is needed that takes account of country
variations in the challenges and policies relevant to the dimension being considered. As noted above, although there are
substantial differences between the countries in terms of social capital deprivation, none of the country-clustering
systems does a good job of differentiating countries on this basis.

With a view to developing a system that can be updated over time, further investigation is recommended of the use of
macro-level indicators as more of these become available. In particular, indicators related to labour market policy, family
policy and civic participation are likely to be important to quality of life. It is unlikely that an automatic application of
macro-level quantitative indicators could ever fully substitute for the detailed qualitative work involved in comparing
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the institutional systems of states. Nevertheless, a system that makes use of a conceptually informed choice of macro-
level indicators to better capture the most salient institutional distinctions would allow researchers to continually validate
the system of grouping countries as circumstances and institutions change. It would also facilitate the inclusion of
additional countries.
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Coding of first-tier literature
Table Al: Summary of coding for first-tier literature

Author and year of publication Cit Basl Bas2 Bas3 Outl Out2 Out3
Bambra and Eikemo (2009) 123 1 9 11
Bambra (2006) 94 12

Blum (2011) 3 3

Bohle and Greskovits (2007a) 78 4 15 2 13
Bohle and Greskovits (2012) 36 1 4 8 2 12
Bohle and Greskovits (2007b) 253 1 11 12
Bohnke (2008) 41 1 2 6
Bonoli (1997) 546 9

Castles and Mitchell (1992) 214 7 9

Castles and Obinger (2008) 68 4

Chung and Mutaner (2007) 104 1 5 9

Coburn (2004) 319 5 9 2
Dragolov et al (2013) 8 6 7
Eikemo, Huisman, Bambra and Kunst (2008) 116 1 9 2
European Commission (2012) 1

Esping-Andersen (1990) 18,714 1 2 11
Esping-Andersen, Gallie, Hemerijck and Myles (2001) 137 1 11 2
Eurofound (2007) 19 16 11

Fenger (2007) 148 7 8

Ferragina and Seeileib-Kaiser (2011) 4 1

Ferragina, Seelib-Kaiser and Tomlinson (2013) 4 3 6

Ferrera (1996) 1,907 7

Gal (2010) 36 1 3 17

Gallie (ed.) (2013) 16 1 3 10
Gallie (2007) 142 16 11

Gallie and Paugam (2000) 522 16 11 2
Gukalova (2013) 17 10

Guriev and Zhuravskaya (2009) 52 17 10

Hall and Soskice (2001) 6,119 15

Helliwell (2002) 801 17 10

Hemerjick (2012 73 1 11 12 13
Kaariainen and Lehtonen (2006) 123 1 6 7
Kangas (1994) 132 14

Korpi and Palme (1998) 1,211 10 2 12
Korpi (2000) 609 3 10 2

Krenz (2013) 17 10

Leibfried (1992) 1,048 7 2

Leitner (2010) 295 3

Leitner (2010) 295 3

Obinger and Wagschal (2001) 83 11 8

Pichler and Wallace (2007) 175 1 6 7 3
Powell and Barrientos (2004) 145 1 6
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Author and year of publication Cit Basl Bas2 Bas3 Outl Out2 Out3
Ragin (1994) 132 1 13 13
Reibling (2010) 23 14
Rostila (2007) 45 1 9 7
Saint Arnaud and Bernard (2003) 122 7 8
Sanfey and Teksoz (2005) 17 10
Scruggs and Allan (2008) 65 1
Siaroff (1994) 778 3
Soede, Vrooman, Ferraresi and Segre (2004) 44 7 13 2 12
Stovicek and Turrini (2012) 5 10
Thevenon (2011) 63 3 3
Van Oorschot (2005) 266 4 8 10 7 12
Whelan and Maitre (2010) 14 1 2 1
Notes: Cit’ = number of citations; ‘Bas’ = basis of classification; Out = outcome against which classification is tested (see Table A2

for codes).
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Table A2: Description of coding schemes

Codes Basis of classification

1,2,5 Welfare regimes (including those adapted to include additional countries)

1 ‘Esping-Andersen 1990 ‘worlds of welfare” (WoW) (with updates for southern and central/eastern)’
2 ‘following Huber and Stephens’

5 ‘Navarro and Shi 2001 adaptation of WoW”’

9,10, 12 | Re-analysis of basis for welfare regimes

9 ‘Two dimensions, size and Bismarkian/ Beveridgean characteristics of welfare state’
10 ‘Social insurance system: basis of entitlement, generosity and governance’

12 ‘Decommoditication’

11 Political and institutional factors (‘Families of nations”)

11 Political/institutional (family of nations, cluster analysis)

15 Institutions of co-ordination

15 ‘Social institutions of co-ordination (firms)’

6,16 Work, employment, unemployment regime'

6 ‘Unemployment policy/ALMP’

16 ‘Employment regime’

7 Government programmes, welfare (broad)

7 ‘Government programme characteristics/ Welfare mix’

3,13, 14 | Government programmes, welfare (specific)

3 ‘Family policy/ family policy trends’

13 ‘Pensions’

14 ‘Health care systems/access to health care’

8 Clustering on quality of life outcomes

8 “‘Social and political outcomes — many’

4 Combination of institutional factors and outcomes
4 ‘Size of government, spending priorities, outcomes (cluster analysis)’
17 Other

17 ‘Other’

Codes Outcome description
1 Material standard of living (deprivation)

2 Equality/poverty/GINI

3 Family/work-life balance

4 Accommodation/housing

5 Neighbourhood quality

6 Social support/networks/contacts

7 Social trust

8 Quality of public services

9 Health

10 Mental/emotional well-being /Subjective well-being
11 Work/unemployment

12 Social spending

13 Pensions

14 Other

Note: See Table Al for listing of sources by codes.
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Annex 2: Country data and results of cluster analysis

Table A3: Macro-level country data for 2011

Log of GNI
per capita
in PPP

BG 9.34

LT 9.55

LV 9.49
ME 9.28
MK 9.13

RO 9.31
RS 9.16

TR 9.51

Government Government
Government spending on spending on % Social
revenue as Social benefits education as % | health as % benefits
% GDP as % GDP GDP GDP means-tested
7.67
4.83
29.41 11.90 4.10 4.02 4.09
321 1 1306
2921 1380 4.25 629 2.02
896 1630 508 [ 866 1200
5.18
11.50 568 4.70 1.26
4.09 594 6.25
23.61
4.78
4.21 562 6.93
5.13 4.39
31.41
29.98 8.50
I A T: R
26.32 4.78 6.10
563 3.62
24.81 10.60 4.70
7.78
2848 1220 7.50
11.80
30.54 4.83 6.38
8.80
30.09 12.00 3.53 4.44 4.97
3755 980 % 482 64 4.17
2.76
8.16
28.39 4.22 .~ 563 5.08
10.48 2.86 4.46 7.80

Note: * GNI for Luxembourg was an outlier and was truncated to equal the next highest value to avoid distorting the results.
Sources: World Bank development indicators and Eurostat (for means tested benefits). The colours in the table represent the ranking
of the values within columns, with high values shown in a darker red and low values in a paler yellow.
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Table A4: Eight cluster analyses with 3-8 cluster solutions (variables standardised)
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Table AS: Eight cluster analyses with 3-8 cluster solutions (variables coded 0—1)
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Note: The table shows cluster to which each country is assigned. Variables are coded 0—1.
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Annex 3: Further data on income poverty and deprivation

Figure Al: Income poverty rate (‘at-risk-of-poverty’rate) by country, 2011
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Source: Eurostat, ([ilc_1i02], extracted 15 March 2014.
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Table A6: Composition of multidimensional deprivation, by country

support lack

Network

Social capital

deficits

Perceived social

Social \
tensions exclusion

Poor quality

public
services

Neighbour-
hood

Accommaodati
on

Material
deprivation

Mental ill-
being

Health
(poor)
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Note: This table shows the importance of each dimension regarding multidimensional deprivation in each country. Figures sum to 1

in each row.
Source: EQLS 2012, analysis by authors.
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As the European Union grows in size and diversity, it becomes
increasingly challenging to summarise the impact of state actions
on the lives of citizens. One approach to this complexity is to group
countries based on characteristics relevant to quality of life. This
report develops a country typology focused on quality of life as a
multidimensional concept. It draws on (a) a review of the
literature on country groups, (b) an empirical cluster analysis of
macro-level indicators of state capacity and action and (c) an
analysis of data on quality of life from the 2012 European Quality
of Life Survey. This report develops a typology of the 34 countries
included in this survey (the 28 EU Member States as well as the
former Yugoslav Republic of Macedonia, Iceland, Kosovo,
Montenegro, Serbia and Turkey). Drawing mainly on a synthesis
of the literature, it goes on to recommend an eight-group system,
which can be collapsed into five or three groups depending on the

requirements of the analysis.
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