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1 Intr oduction

Theliving standardof theleastwell-off membersof society– industrializedor not
– is of public policy andethicalinterest.Oneway to examinedifferencesbetween
societiesin this respectis to studythe extent andseverity of incomepoverty be-
tweencountriesandover time. While poverty canbethoughtof in many different
ways,examiningincomepoverty hasa long tradition.This chapterreviews issues
that arisein studyingeconomicpoverty in industrializedcountriesandexamines
evidenceon their rankingaccordingto povertyandits changesover time.

We review conceptualissuesin Section2. We discussthe measurementof re-
sources,comparisonsbetweendifferenttypesof units,andwhatkindsof compar-
isonsbetweendifferentpopulationscanbemade.We alsodiscusstherole of time,
incomesharingassumptionsandthe aggregationof poverty information.In Sec-
tion 3, we discussdomesticevidenceon poverty beforeturningto evidencedrawn
from the Luxembourg IncomeStudy (LIS) on the incidenceof relative poverty
andits evolution over time.We thenexaminepoverty orderingsof countriesusing
dominancecriteria, studyingthe orderingby increasinglydemandingconditions,
andusingboththepovertystandardof eachcountryandacommonpoverty line for
all countries.Wethenmoveto examinein Section4 theorderingof countries,using
similar methods,for selecteddemographicsubgroupsof thepopulation:children,
theelderlyandpersonsliving in female-headedhouseholds.

In Section5 weexaminebriefly theroleof thepublicsectorin termsof differences
betweenmarket incomeanddisposableincomepoverty rates,measuredusingthe
LIS. In Section6 we examinelongitudinalevidenceon poverty, show somecross-
nationalevidenceon thepatternsof intragenerationalpoverty mobility andpersis-�
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tence,andbriefly discussintergenerationalpoverty. A concludingsectionsumma-
rizes.

2 Conceptualand practical issuesin the definition of poverty

We begin by addressingkey conceptualissuesconcerningthe measurementof
poverty. Theseinclude the spaceof poverty measurement,poverty lines, the in-
comedefinition,theincome-sharingdefinition,andthemethodof aggregation.We
discussthetypesof poverty comparisonsthatcanbemade,with what typeof evi-
denceanddatasources,includingissues,suchaspurchasingpowerparities(PPP),
deflatorsandchoicesof poverty linesin inter-countrycomparisons.

2.1 A conceptualmodelof householdincomeformationandpoverty

Theprocessby which individualsform householdsandpool incomesinvolvessev-
eral economicbehaviors, including the labor supply of its members,their wage
rates,educationalattainments,unobservablecharacteristics,suchasability, moti-
vationetc,themechanismsthataffectmatingbehavior, fertility, andtheirresponses
to publicpolicies(taxes,transfers,supportof education,healthcareetc).Givenall
of thesebehaviors, thelikelihoodthata givenindividual in a givenhouseholdwill
bepooris alsoaffectedby income-sharingpatternswithin thehousehold,decision-
makingmechanisms,householdproductiontechnologyandthelevel of thepoverty
line (somethingthatin turn is determinedby agreatnumberof factors).

No empirical economicanalysisof incomepoverty can incorporateall of these
behaviors. Any analysistakesmany of the behavioral factorsasgiven,either for
analyticaltractabilityor becauseof datalimitations.For many questions,however,
analysisof only someaspectsof poverty will suffice. In particular, assessingthe
extentof poverty andits evolution over time requiresthe resolutionof a different
setof issuesthanevaluatinghow a policy changeaffectedthe likelihoodof being
poor.

Figure1 sketchesout someof theseissues.We denoteflows of persons(solid ar-
rows) andmoney flows (uni- andbi-directionaldashedlines)betweenpartsof the
populationand social institutions.We have not incorporatedthe additional(and
complicated)classof arrows that specifywhatkind of influenceson behavior are
present.

Theschemamakesapparentthatany aspectof policy, suchasthetax system,can
affectpoverty in many ways.Economistsoftenanalyzetheextentto whichpersons
participatein thelabormarketandhow certainfactorsaffectthatbehavior. Two fac-
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Fig. 1 Householdformationandlaborsupply
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Note:Groupswithin thepopulationandsocialinstitutionsaredrawnasboxes.Solid
arrows denoteflows of personsanduni- andbi-directionaldashedarrow denote
money flows.

torshavebeenemphasizedin numerousstudies,namelyhow householdmembers’
labor supplyis affectedby money flows betweenindividualsandhouseholdsand
the public sector. First, taxesflow from householdsto the public sector. Second,
transfersflow from thepublicsectorto households.Moststudiesfocusononly one
flow, saytaxes,andhow it affectsthe behavior of a populationsubgroup– men,
marriedmen,marriedwomen,or so on. Otherstudiesfocuson the labor supply
effects(or, say, job searcheffects)of transfers,suchasunemploymentbenefitson
unemployedmen,or of welfarebenefitson the labor forceparticipationof single
mothers.

Studiesof the behavioral effectsof public policiesarereviewed in section5 and
chapter9 of this volume.Suchstudiesoftendocumentnegative,oftensmall,con-
sequenceson laborsupplyof high marginal tax ratesor transferpayments.These
studies,however, tendto neglectany assessmentof thepotentialbeneficialeffects
of socialtransferpayments.For example,AtkinsonandMogensen(1993)notethat
possiblelabor supplyreductionsthat arisefrom redistributive taxesandtransfers
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shouldbeweighedagainsttheirenhancementof othergoals,suchastheavoidance
of socialexclusion(AtkinsonandMogensen,1993)or thepromotionof socialco-
hesionandpreservationof individualdignity (Barr,1993).

2.2 Definitionsof poverty

A recurringthemein poverty researchis whetherpoverty shouldbe definedasa
relative or an absoluteconcept.Although the literatureis voluminous(see,e.g.
Sen,1983;1985,andTownsend,1985),aconsensushaseludedus.

To fully distinguishbetweenrelative and absoluteconceptsof poverty requires
substantialinformation.A relativeview is typically onein whichtherulesfor iden-
tifying the poor changeas (some)othereconomicconditionschange.Thus,one
might assumethat an absoluteview of poverty would remainunchanged,regard-
lessof any changesin economicconditions.However, many changesforce us to
redefinean absoluteview of poverty, suchas,changesin monetarysystems,the
industrialrevolutionandsoon.

An “absolute”notion of poverty is fixed in termsof the relevant spacesat some
point in time and,from thattimeonfixedin “absolute”termsin somespace.If the
relevantspaceis real income,thenanabsoluteview implies a poverty line that is
fixed in real terms(aswell asonethatholdsconstanta hostof otherthings(e.g.,
equivalencescales).Although“absolute”is often treatedasif it meant“fix edreal
income”,a constantreal incomestandardis not theonly possibleabsolutenotion.
Indeed,this verypoint is madeby Sen(1983)in discussingwhatit takesto enable
thesamefunctioningin two verydifferentsocieties.

Therearecountlesswaysin which we could“fix” anabsolutemeasureof poverty.
For instance,the U.S. National ResearchCouncil (1995) suggeststhat the rules
by which thepoverty line, aswell astheequivalencescales,werearrivedat could
be kept constant.This “absolute” poverty standarddiffers from the official U.S.
definition,which fixesthe line in real terms,regardlessof what the rulesusedto
first definethe line might imply undercurrentconditions.However, in common
parlance,a povertyconceptis consideredto beabsoluteaslong asit doesnot vary
with changesin realeconomicconditions.1

1 For additionalreferencesanddiscussion,see,amongothers,Sen(1979,1983,1992),
Hossain(1990),Atkinson(1989),Hagenaars(1986),HagenaarsandvanPraag(1985),Na-
tional ResearchCouncil (1995),Townsend(1979),Townsend(1985),van Praag(1993),
Nolan andWhelan(1996b), Ringen(1987),Hagenaarsandde Vos (1988)andKapteyn,
KooremanandWillemse(1988).
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2.3 Thespacefor povertymeasurement

Poverty measurementrequirescriteriaby which to (i) identifywho is poorand(ii)
aggregate the information.To identify the poor, the space(s)in which to define
andanalyzepoverty mustbespecified.Economiststypically analyzethespaceof
income,expenditureor possessionof certainmaterialgoods.Examplesof the re-
sourcemeasureusedto distinguishbetweenpoorandnon-poorhouseholdsinclude
these,singlyor in combination:

(1) (disposablecash)income
(2) consumerexpenditure
(3) consumption
(4) earningscapacity(HavemanandBuron,1993b)
(5) subjectivepoverty / perceivedpoverty (Hagenaars,1986)
(6) wealth
(7) choicesets(Le Grand,1991)
(8) utility
(9) capabilities.(Sen,1979,1983,1992;Hossain,1990)

Theselectionof a definitionof resourcesis relatedto two otherissues,– (i) which
resourcesarerelevantto economicwell-beingand(ii) whois countedasbeingpoor.
Poverty is seenasbeingeithersociallydeprivedor asbeingsociallyexcluded.

A decisionaboutthechoiceof resourcescanbe viewed in termsof thespacefor
poverty measurement.Shouldpoverty bedefinedin thespaceof income,earnings
capacityor utility? Thinking in termsof thecorrector idealspacefor povertymea-
surementforcesus to be consistent(or revealsthe lack of consistency). It seems
appropriate,for instance,to both identifythepoorandaggregatetherelevantinfor-
mationin thesamespaceor explainwhy this is notdone.2 Second,to talk in terms
of spacesalsomakesrelevantwhatkind of ethicalview wehold.

Our ideal choiceof spacemight differ from the onewe can empirically use.For
instance,we might considerlife-time utility as the ethically-relevant choice for
measuringpoverty, but we might have to utilize a multi-year (but not life-time)
incomeaverageto implementour measure.The extent to which our orderingsin
theconceptualspacecorrespondto thosein themeasuredspacesis debatable.

The idea of well-being and poverty as capability (see,e.g. Sen,1992) suggests
that in comparingthewell-beingof individuals,we shouldanalyzenot only what
they have(materialgoods,or income)but alsowhatthey do, andwhatthey cando.3

2 As acounterexample,HavemanandBuron(1993a) examinethelowerpartof thedistri-
bution of earningscapacity, defininga differentpoverty space,but thendefinetheir aggre-
gatepovertypopulationasthesameproportionof thepopulationthatis incomepoor.
3 Seechapter1 in thisvolume.
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Possessionorcontrolovermaterialgoods,servicesandincomedoesnotnecessarily
tell us what peoplecan do with them.Ownershipof a car enablescertaintypes
of functionings, suchas travel to work or vacationing.Even if we choosenot to
usethecarduringour vacation,we couldhave doneso.Sendefinesthis particular
functioningaswithin ourcapabilities. If, however, wehavenovacation,ourhaving
thecarwouldmakenodifference.Thefunctioning“vacation”wouldnotbepartof
our capabilities.

In this approach,what mattersareour potential functionings.Socialfunctionings
areascentralasprivateones.A personwhoseresourcespreventhim from partici-
patingin societyonaminimally acceptablebasishas,in thissense,a limited setof
capabilities.

The conceptof functioningsclarifiessomeaspectsof the relative/absolutedebate
on thenatureof poverty. Themeansto achieve someparticularfunctioninggener-
ally varieswith physicalandsocialcircumstances.A well-known example,dueto
AdamSmith,is the“ability to appearin public without shame”.4 This basicfunc-
tioning requiredpossessionof very differentmaterialgoodsin theRomanEmpire
thanin eighteenthcenturyBritain. What in thespaceof functioningsis absolute–
to be without shame– is associatedwith materialgoodsthat vary with thesocial
context. This absolutenotion of functioningsrequiresthat the spaceof material
goodsbeconsideredrelative.

Theachievementof functionings,thusdefined,dependson thegoodsandservices
to which wehaveaccess,thesocietyin whichwe live in andour inherentabilities.
Theseabilitiesmaychangeover time andmaydependon our resourcesandother
functioningachievements.Literacy, for instance,is bothavaluablefunctioningand
ameansto achieveotherfunctionings.Onepossibleadverseconsequenceof being
pooris thatit maydiminishourcapacityfor functioning.5

Accordingto Sen(1992),poverty is a statecharacterizedby levelsof capabilities
that are,in the view of society, unacceptablylow. What unacceptablylow means
is not definedprecisely. That a personhaslow incomeis not a sufficient indica-
tor of poverty. Incomeis onetypeof economicmeansto achieve higherlevelsof
capabilities,andvery low incomecancontributeto unacceptablylow levelsof ca-
pabilities.However, peoplewith above averageabilitiesmay functionwell at low
levelsof income,while thosewith greaterneeds(e.g.for wheelchairs)may need
higherincomesto achievethesamefunctionings.Analysisof incomealonereveals
only part of the extent to which peoplehave capabilitiesbelow acceptablelevels.
An analysisof well-beingbasedontheprivatepossessionof certaingoods,suchas

4 Theexampleis discussede.g.in Sen(1992,p 115).
5 Presumably, suchproblemsbecomeworseasthe durationof poverty becomeslonger.
Long-termpoverty would in this view be badbecausepoverty is by itself badandbeing
poor for a long time diminishesthe individual’s resources,suchas the self-confidence,
necessaryto functionwell socially.

6



automobiles,alsorequiresconsiderationof thesocialcontext. For instance,posses-
sionof automobilesmight increasewithoutacorrespondingincreasein thenumber
of personshaving thefunctioningof travel to work, if the increasedpossessionof
automobilesjust substitutesfor decliningpublic transport.In this case,only the
samefunctioningscanbeachievedeventhoughpossessionshavechanged.

We now turn to the spacein which poverty in practiceis measured(Sen,1983).
Althoughpoverty is a complex andmultidimensionalphenomenon,with someno-
tableexceptions(e.g.Townsend,1979;Mack andLansley, 1985;Halleröd,1995;
KangasandRitakallio,1995),mostauthorsexamineonly income.EventheDutch
andBelgian“subjective” approaches(Deleeck,BoschandLathouwer, 1992;Ha-
genaarsandvan Praag,1985)areways to revise the positionof the poverty line
andthe cardinalityof theequivalencescale,ratherthanwaysto reflectthemulti-
dimensionalityof poverty.

How might thechoiceof spacematterin practice?Consider, for example,poverty
measuredin four differentwaysin BelgiumandIrelandusingtheexactsamedata.
In Figure2, from Deleecketal. (1992),all four definitionsarebasedonhousehold
income.Two definitionsinvolve subjective approachesto determiningthepoverty
cut-off (CSPandSPL),whereastheothertwo arebasedon a legislativedefinition
(Legal)andtheEuropeanCommunitystandard– adjustedhouseholdincomebelow
half theoverall mean(EC).6 Not surprisingly, thelevel of poverty varieswith def-
inition. It is moredisturbing,however, that thedirectionof changeover time also
varieswith thedefinition.

In Belgium, for instance,poverty by the subjective poverty line (SPL) decreased
between1987and1989.According to anothersubjective line, derived using the
Centerfor SocialPolicy (CSP)method,poverty increased.By contrast,in Ireland
povertyincreasedasmeasuredby theCSPmethod,but decreasedrelativeto thead-
ministrativepovertydefinition(Legal).Thus,evencontrollingfor populationcom-
position– thenumbersarederivedfrom thesamesamples– differentmethodsmay
givedifferenttrends.

To theextentthatpovertyis multi-dimensional,themeasurementdilemmabecomes
moredifficult. In trying to determinewho thepoorare,doesmulti-dimensionality
meanthatall criteriahave to bemetor thatanyor sufficientlymanymustbemet?
In fact, few analystsbegin with the formalizedversionof the “poverty is multi-
dimensional”thesis,suchasthe notion of capabilitiesadvancedby Sen(1983).7

This is probablydueto lackof suitabledata.

Incomeis themostcommonspaceusedin poverty studiesandis thefocusof this
review. Incomeis in advancedeconomiesanimportantresourcethataffectsthesize

6 Deleecket al. (1992,pp. 38–39)explain how the subjective approacheswere imple-
mented.
7 See,however, Hossain(1990)for ananalysis.
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Fig. 2 Poverty in BelgiumandIrelandusingalternativedefinitions
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Source:Deleecketal. (1992).
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of people’s possibilitysets.Incomesareeasyto measureandincomeinformation
is readilyavailablefor longperiodsof time.

The cautiousreaderwill preferexaminingseveral indicatorswhenthey areavail-
able.We show, for instance,poverty ratesfor differentfractionsof medianincome
andconsumptionexpendituresin Finlandin 1981and1990(Figure3). Although
for any particularpoverty cut-off, the proportionof personspoor varieswith the
resourceconcept,in this particularcomparison,poverty hasdecreasedusingboth
definitions.

2.4 Equivalencescales

Poverty assessmentsrequirea comparisonof the well-being of householdswith
varyingstructure,i.e. thechoiceof anequivalencescale.In theory, anequivalence
scalesimplyaccountsfor economiesof scale,e.g.,a family with tenmembersdoes
not needfive timesasmany kitchensandbathroomsasa family of two persons.
However, thereis muchdisputeaboutthe extent of economiesof scaleandhow
resourcesaretransformedto generatewell-beingwithin differenttypesof house-
holds.

Let �������
	��
��� bethejoint cumulativedistributionfunctionof income� , family size	 anda ��������� vectorof other family characteristics� . The problemof finding
thecorrectequivalencescalecanbecharacterizedasfollows.An equivalencescale� �����
	��
��� for someutility value � for a family with characteristics��	������ is defined
by the cost ����� of attainingthe utility level � relative to the costof attainingthe
utility level � in somereferencehousehold,indexedby 0:8

� ��� �
	��
�!�
	#"$�
�%"#&'�(�!) ����	��
�*���+&'�(�����	#",�
��",���+&'�(�.- (1)

Althoughequivalencescalesaredefinedin termsof someutility level (andtherefore
thescalecanassumedifferentvaluesfor otherlevelsof utility), in moststudiesthey
areassumedto be constantacrossall characteristicsother than ��	��
��� . Given this
verystrongassumption,�0/,���1/2�
	��
�*� is thedistributionof equivalentincome,where�3/4)5�16 � ��	��
��� for ascale� . Povertycomparisonscanthenproceedin termsof this
new distribution function.

Thereareat leastfour differentwaysof obtainingequivalencescales:

(1) nutritionalandphysiologicalstudies;
(2) expertjudgments;
(3) demandanalysis;

8 SeeDeatonandMuellbauer(1989)for a thoroughtreatmentof theconceptof thecost
function.
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Fig. 3 Percentpoorusingdisposableincomeandexpenditureasresourceconcept,
Finland,1981and1990
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resourcevariable.
Source:Authors’ calculationsfrom FinnishHouseholdBudgetSurvey microdata
1981and1990.
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(4) populationjudgments(so-calledsubjectivescales).

Often scalescombineall theseapproaches.For instance,the U.S. poverty line
equivalencescaleis basedon nutritional studies,i.e., on theestimatedcostof the
foodbasket requiredfor differenttypesof families,combinedwith thefactthatthe
averageU.S.family, accordingto the1955HouseholdFoodConsumptionSurvey,
spentaboutone-thirdof its budgeton food (NationalResearchCouncil,1995,p.
163).

Thereis no optimalmethodfor deriving anequivalencescale.Indeed,without ad-
ditional assumptions,thereis no way of selectingthebasisfor choosinganequiv-
alencescale,let alonethecorrectequivalencescale,out of themultitudethathave
beensuggested.

For instance,full equivalencescalescannot be identifiedfrom budgetdataon de-
mandsalone.9 Rather, demanddatareveal thecostof living index for a household
relative to thereferencehousehold,

� ���4�
	��
�8&'�9�*) : �;	��
�!���4���*"<&'�9�: �;	#",�
�%",���4���*"<&'�9� ����	��
�*���!"=&>�9�����	#",�
��",���!"=&>�9� � (2)

where
: �'?@� is thecostof living index definedby

: �;	��
�!���4���*"<&'�9�A) ����	��
�*���+&'�9�����	#",�
��",���!"=&'�(� - (3)

Thefirst termin equation2 is therelative level of living index, whichcanbeidenti-
fiedfrom demanddataalone,whereasthesecondterm,theequivalencescaleunder
thebasepriceregime �!" cannot beidentifiedwithout additionalinformationand/
or assumptions.

JenkinsandLambert(1993,p. 337) notethat choosingan equivalencescaleem-
bodiesthreedifferent assumptions(in addition to suchchoicesas the spacefor
welfare):

(1) specificationof the householdor family characteristicsthat are relevant for
differentiatingbetweenlevelsof need(e.g.,householdsizeandcomposition),

(2) agreeinguponanordinalrankingin termsof thosecharacteristics,and
(3) specifying the cardinal ranking of different householdsby needlevel, i.e.,

specifyinghow muchmoreresourcesonehouseholdneedsin orderto attain
thesamelevel of well-beingasanother.

Many (or most) disagreementscenteraroundthe third stageabove, namely the
cardinalizationof thescales.It is, however, possibleto explorethepovertyordering
of two distributionswithout takingthis final step.

9 SeeDeatonandMuellbauer(1989)and,recently, Blundell (1998).
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Consider, for instance,the comparisonof a two-parent,single-childfamily with
a single-mother, two-child family. Basedon householddemand,children are, in
general,assigneda lower weight thanadults.Consequentlythe two-parent,three-
personfamily needsmoremoney incomeif its membersare to be consideredas
equally well-off as the single-mother, three-personfamily. However, this single-
motherfamily might be lesswell-off, even if it hadasmuchmoney income(and
thereforemoreincomeperequivalentadult)asthetwo-parentfamily, becausetwo
adultshave moretime for homeproductionandchild carethanthesinglemother.
Wearenotarguingthatthis is thecase,just thatonemight disagreeon theranking
of householdsaccordingto needs,notonly thecardinalization.10

Considerthesimplebut popularequivalencescale

�3/ ) �	 / � (4)

where � and �3/ are incomeandequivalent income, 	 is family sizeand � is the
elasticityof equivalentincomew.r.t. family size,a parametersetby theresearcher
that lies betweenzero andone.11 Equivalent incomedecreasesmonotonicallyin
bothfamily sizeandin theelasticity. As Coulteret al. (1992b) show, theextentof
measuredpoverty, however, is not a monotonicfunction of the equivalencescale
elasticity, but hasaU-shapedpattern.

In Figure4, we demonstratethis phenomenonusingdatafrom theFinnishHouse-
hold BudgetSurvey (HBS) for 1981and1990.12 Notethatalthoughin bothyears
thelinesareU-shaped,theline drawn for 1981is everywhereabove thatfor 1990.
Thefactthatthepoverty index is notamonotonicfunctionof theequivalencescale
elasticityneednot meanthat changingthe equivalencescaleaffectsthe assessed
trendin poverty.

Two furtherpopularscalesarethescale(A),

�3/4)5�16.B
�4CEDF�'GIH����JCLKF�,MN�NOQPRKSPTDUPV� (5)

and(B)

�1/4)W�+6���GXCYKF�Z�@[8�NOQP5K9�]\^PV� - (6)

10 Theseandrelatedissuesarediscussed,for instance,by DanzigerandTaussig(1979),
Jenkins(1991), Jenkins(1994), Coulter, Cowell and Jenkins(1992b), Coulter, Cowell
andJenkins(1992a), Atkinson(1992),AtkinsonandBourguignon(1987),Nelson(1993),
Fisher(1987),Buhmann,Rainwater, SchmausandSmeeding(1988),JenkinsandCowell
(1994),Bradbury (1997),DeatonandMuellbauer(1989),Deaton(1992)andRainwater
(1990).
11 This scaleis usedby e.g.Atkinson,RainwaterandSmeeding(1995)alongwith numer-
ousotherstudies.
12 Poverty is measuredasthefractionof all personswhoseequivalentdisposableincomeis
lessthanonehalf of equivalentmediandisposableincomein thesurvey year.

12



Fig. 4 Sensitivity of povertyrateto equivalencescale– Equivalencescaleelasticity
of incomepoverty in Finland,1981and1990
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The propertiesof thesescalesare discussede.g. by Jenkinsand Cowell (1994).
The (A) scalein equation5 commonlysetsKT) - _ (i.e., childrenareconsidered
to needhalf as much as the first adult) and D`) - a (i.e., an additionaladult is
consideredto need70 percentasmuchasthefirst adult).This correspondsto the
so-calledOECD-scale.A drawbackis thatthisscaledoesnotseparatebetweentwo
typesof relativities: the needsof children relative to thoseof adults(how many
childrenmakeupanequivalentadult?)andfamily sizerelativities (how muchdoes
afamily’sneedsincreasewith theadditionof anequivalentadult?).In the(B) scale
in equation6, K specifiestheneedsof childrenrelativeto adults,whereas\ reveals
theincreasein needsthattheadditionof anequivalentadult leadsto.

2.5 Unit of analysisandintra-familydistribution

Economiststraditionally assumethat the family actsas if it were a single util-
ity maximizerandthatall householdmemberssharethesamelevel of well-being
(Deatonand Muellbauer, 1989). In this case,the demandfor goodsis similarly
affectedby achangein non-laborincome,regardlessof who in thehouseholdcon-
trols thatsource.Empiricaltests(e.g.family laborsupply)havetendedto rejectthe
hypothesis(seee.g.Thomas,1990,McElroy, 1990andSchultz,1994).

Othermodelsof family decisionmakinghave implicationsfor the measurement
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of poverty – seeBergstrom(1996)for a review. In thebargainingmodelof family
decisionmaking(see,e.g.Browning,Bourguignon,ChiapporiandLechene,1994;
BourguignonandChiappori,1994),theequal-sharingassumptionemergesonly as
a specialcase,and the conceptualbasisof equivalencescalesderived from con-
sumerexpendituresurveys is calledinto question.

The abandonmentof the equalsharinghypothesiscomplicatesboth the determi-
nation of the levels of incomeneededin different typesof householdsto attain
thesamelevel of well-being(the“equivalencescale”question)andtheassumption
thatlevelsof economicwell-beingareequalwithin agivenhousehold.Thus,some
membersof the householdmay be non-poor, while othersarepoor, even though
on averagethe householdis non-poor. It is alsopossiblethat somemembersin a
non-poorhouseholdcanbepoorbecauseof unequalsharingof resources.

Incomeinequalityunequivocally increasesin theabsenceof equalsharing.It is not
clearwhat happensto poverty.13 Unequalsharingin on-averagenon-poorhouse-
holdsmay pushmembersinto poverty, while unequalsharingin on-averagepoor
householdsmayallow somemembersto escapepoverty.14

2.6 Therelevantaccountingperiod

Poverty measurementis sensitive to the choiceof the time periodover which re-
sourcesaremeasured.Althoughmostempiricalstudiesusea calendaryearasthe
accountingperiod,many researcherssuggestthat to bereally poor requiresdepri-
vationfor long periodsof time.15 On theotherhand,viewing povertyascapability
failuresuggeststhatevenshortperiodsof povertycanbeproblematic.

It is often thoughtthat temporaryfluctuationsin incomesareof little public con-
cern.For example,somepeoplereceivetheirsalaryonceamonthandmight,during
afew daysprior to receiving theirnext salary, havenomoney. Thisis notverylikely
to beamatterof greatconcern.Thus,for some“short” intervalsit mightnotbebad
to be poor in a singleperiod,if one is non-poorover mostprior andsubsequent
intervals.

13 A criticism againstusing the head-countratio is that it decreasesfor every poor per-
sonlifted out of poverty even if this wereto happenat theexpenseof pushinganalready
poorpersondeeperinto poverty, aswill be thecasefor personsremovedfrom poverty by
unequalsharingwithin anon-averagepoorhousehold.It is not possible,a priori , to deter-
minewhich effect will dominate.Usingmoreinformative indicesto measuretheextentof
poverty complicatesthecomparisonfurther.
14 Seee.g. DanzigerandTaussig(1979),Jenkins(1991),Jenkins(1994)and Haddadand
Kanbur (1990)for discussion.
15 SeeNationalResearchCouncil(1995,pp.295–8)for adiscussionof short-termpoverty.
SeealsoRuggles(1990).
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Usingthis rationale,many economistsconsiderlong-termeconomic(poverty) sta-
tus to be the relevant concept.However, this doesnot resolve the issueasto the
appropriatelengthof the“long-term”, nordoesit suggestthatthe“life-time” of the
individual is appropriate.

Becausewehaveanintuitiveunderstandingof whatthewordpovertymeans,some
of whatweknow aboutpovertyinfluencesourresearchagendas.For instance,many
economistsclaim that well-beingshouldbe evaluatedover the long-run,because
many of thepoorin agivenyearand/oratacertainstagein their life (e.g.students)
will overa longertimeperiodnotbedisadvantagedatall.

Short-termpoverty, however, canbeextremelydistressingor have long-lastingef-
fects.While a personwho experiencessucha shortagewill quiteoftenin life-time
termsbe non-poor, someacuteepisodesmay causehealthproblems,especially
amongyoungchildren,andfrequentshort-termspellsof povertymayerodehuman
capital.This suggeststhestudyof thefrequency of individuals’povertyspells,be-
causethe lessresourcesthey have, themorefrequentlythey arelikely to fall into
poverty.

The emphasison life-time incomerestson many implicit, but questionable,as-
sumptions.For instance,sayingthatincomeaveragedoverseveralyearsis a better
measureof individualwell-beingimplicitly assumessymmetryandimpliesa form
of risk-neutralityin well-being.Measuringpovertyby averageincomeimpliesthat
a lossof 10 percentcomparedto life-time averageincomein oneyearcanbecom-
pensatedwith an equally large gain in the next, or that beingvery poor for five
yearsandnon-poorfor five yearsis just the sameasbeingpoor andnon-poorin
alternateyearsduringa tenyearperiod.This might bethecase.However, if well-
beingis concave in money income,thentheaverageof incomeover a periodwill
overestimateactualwell-beingif thoseincomesvary from yearto year.16

2.7 Longitudinalaspectsof poverty

Apart from thechoiceof accountingperiod,longitudinalaspectsof poverty mea-
surementdealswith at leastthefollowing:17

b thedurationof povertyspellsb thedistributionof povertyspellsacrossthepopulationb the impactof experiencedpoverty spellson thelikelihood(andduration)of fu-
turespells.

16 SeeDuncan,Gustafsson,Hauser, Shmauss,Messinger, Muffels,NolanandRay(1993),
Ruggles(1990)andNationalResearchCouncil(1995).
17 SeeAshworth,Hill andWalker (1994)for a lucid discussion.
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Theappropriatetime periodalsohasimplicationsfor cross-countrypoverty com-
parisons.For example,a populationwith the samevalueof a single time period
poverty measureced�f asanotherpopulation,but with a lower rateof multi-period
poverty ced�f�g dih mightbebetteroff if it hasa lowerrateof persistenceof poverty, i.e.,
moremovementsinto andoutof poverty.

The distribution of poverty spells,apartfrom the level of poverty and the dura-
tion of poverty spells,is alsoof interest.Assumetherearetwo populationswith
equalpovertyrates,equaltwo-periodpovertyrates,but unequaldistributionsof the
povertyspells.Thatis, in bothpopulations,a fraction c�6,j of thepopulationenters
the poverty populationeachyearandstaystherefor two years.However, in one
of them( k ), the sameindividualsspendtwo yearsin poverty, two yearsout and
thentwo yearsin again.Therewould only needto befour groupsof people,each
of size c�6,j , to keepthe poverty rateandexit rateconstant.A fraction �9H�j%c of
the populationcanand,in our example,will never experiencea poverty spell. In
contrast,think of apopulation( l ) consistingof m4nRo groupsof equalsize,all with
positiveprobabilities p of enteringthepovertypopulationin period q suchthatthe
proportionpooris c in every periodandthedurationof every poverty spell is two
years.After somenumberof time periods r , the distribution of poverty spellsis
moreconcentratedin k thanin l , despitethefactthatentryandexit aswell asthe
level of poverty is constantacrosspopulations.

2.8 Povertycomparisonsandsources

Let ces�g d=tu�����4�'&v�#w besomemeasureof poverty in population(country) x at time q for
someresource� andapovertyline (in thespaceof theresources� ) � . If thepurpose
of povertymeasurementis to rankdifferentpopulationsby thepovertymeasurec ,
comparisonscanbemadeovervariousdimensions:

(1) within apopulationat two differentpointsin time;
(2) betweentwo populationsata singlepoint in time;
(3) comparethechangein poverty betweentwo pointsin time acrosstwo popu-

lations.

Meaningfulcomparisonsdependon a numberof assumptionsaboutresourcesand
thepoverty line. As notedabove,whatis meantby ‘absolute’poverty is a compar-
ison (in general)within a populationacrosstime, holding thevalueof � constant,
assumingthattheresources� canbecomparedacrosstime.By contrast,a‘relative’
comparisonof povertyratesdoesnotkeepthevalueof � constant,at leastnot in the
sensethattheresources� arecomparableacrosstime(by, e.g.,simplydeflatingby
apricedeflator);with arelativemeasurethepovertystandardgetsindexedby q , �$d .
Severalfactorsdeterminewhichcomparisonsarefeasible,relevantandmeaningful.
For instance,therankingof povertychanges(or, trends)acrosspopulations,akind
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of a ‘dif ferencein differences’approach,is onereliablewayof comparingpoverty
acrosscountries.The motivation is that comparingchangeswithin countriesover
time abstracts(or differencesout) factorsthatareconstantor changeonly slowly
within, but not acrosscountries,suchas differencesin populationstructuresor
differencesin samplingprocedures.Thisargumentdependsnotonly onthepurpose
of thepovertycomparison,but alsoonwhattypeof povertycomparisonsaremade.
For instance,if we adhereto a ‘strictly relativist’ view, i.e., determinethepoverty
line �$s�g d separatelyfor every country-year, the differencein differencesargument
might not apply becausemany things, including incomeabove the poverty line,
mightchangedifferentlywithin countries.If thepovertycut-off is definedin terms
of saymedianincome,differencesin theevolution in povertymaywell beduenot
to changesin thecircumstancesof thepoorbut to changesamongthenon-poor.

Furthermore,wecouldcomparepoverty in termsof

(1) acommonfixedpovertyline, � appliedto bothcountriesatbothpointsin time,

ces�g d�f#���1&v�%�ZHyces�g dihz�{�3&v���1|�c�}~g d�f����1&v�%�ZHyc�}~g dih,���3&v���
�
(2) a poverty line that is constantwithin countrybut differentbetweencountries

( �$s , �.} ) ces�g d�f=���3&v�$s
�JHWces]g dih,���3&
��s
�3|�c�}~g d�f#���3&v��}]�eHyc�}~g dih,���3&v��}��
�
or

(3) poverty linesthatvarybothbetweenandwithin countries

ces�g d�f#���1&v��s�g d�f<�eH5ces�g dihz���1&v��s�g dih.�3|�c�}~g d�f#���3&v��}~g d�fN��H5c�}~g dih,���3&v��}~g dih.� -
Thereis no consensusas to which approacheither in principle or when imple-
mentedyieldsthemostreliableresults.For instance,assumethatwe applya com-
mon poverty line acrossall countriesover all time periods.We still must adjust
the poverty changeto take into accountthe differencesin purchasingpower and
exchangeratesacrosscountries.Althoughpurchasingpowerparities(PPP)arede-
signedto facilitatesuchcomparisons,it is not clearthat thedeflatorsusedarethe
appropriateones(RainwaterandSmeeding,1995).18

PPPshave beendesignedto rendercomparablegrossnationalproductsandother
aggregatevariablesin the nationalaccounts.Cross-nationaldifferencesin con-
sumptionthat is tax-financed,asopposedto household-expenditurefinanced,are
not takeninto account.We cannot becertainwhetherdifferencesin PPP-adjusted
incomesreflectdifferencesin the standardof living betweenaveragepersonsin
differentcountries,or ratherreflectdifferencesin relative pricesor in preferences.
Dowrick andQuiggin(1994),analyzingdisaggregatedpriceandexpenditureinfor-
mationfrom 60 countries,found that the rankingof countriesaccordingto PPP-

18 Moreover, thereis questionwhetherPPPsareappropriatefor comparisonsof well-being
acrosscountries.SeeDowrick andQuiggin(1994)for acritical discussion.
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adjustedGDPis differentfrom thatobtainedby comparinglevelsof welfareusing
the revealed-preferenceapproach.Their resultssuggestthatPPP-adjustedincome
canbeaverypoormeasureof of economicwell-being.

In thisreview, wetaketheview thatpovertychangeswithin acountry, usingsimilar
methods,but not necessarilyholding thepoverty line constant,arethemostplau-
sibleway to comparepovertydifferencesacrosscountries(or acrossstudieswithin
onecountry, for thatmatter).19

2.9 Thepovertyline

Thechoiceof a poverty line, i.e.,a point in theresourcespacewhich separatesthe
poorfromthenon-poor, involveschoicesaboutmany issues,includingthechoiceof
theresourcespace,theparticularview (absolute/relative)aboutpoverty, thechoice
of anequivalencescale,andsoon.Althoughsomeof thesechoicescanberesolved
by “objective” methods,muchjudgmentis still required.Methodsfor dealingwith
uncertaintyaboutthe particularpoint in the resourcespaceat which the poverty
thresholdliesarediscussedbelow.

Thereis no unambiguoussinglecorrectpoverty line for any populationandtime
period.Onecanusesystematicmethodsto determineseveraldifferentpovertylines
andbaseconclusionsonthemall. Or onecanresortto thetypeof dominancemeth-
odsdiscussedbelow andnarrow therangeof possiblepoverty lines.

2.10 Aggregation: thechoiceof povertyindex

The literatureon theaggregationof poverty informationis, apartfrom thecontri-
bution of Watts(1968),inspiredby theseminalarticleby Sen(1976).He demon-
stratedthatpovertymeasurementconsistsof (i) identifying thepoorand(ii) aggre-
gating the poverty information.Therearemany detailedreviews of the aggrega-
tion issue,includingFoster(1984),Seidl(1988),Ravallion (1994)andSen(1997).
DavidsonandDuclos(1998)briefly review differentdominancecriteriaandderive
theasymptoticpropertiesof many estimatorsof poverty indicesandpovertycurves
(for dominanceconditions).

Choosinga single index Consideran incomedistribution thatcanbedescribed
by a cumulative distribution function ���{��� , �`��t OJ�
��� . Assumethat the c.d.f. is
strictly monotonicallyincreasingandthat thefirst andsecondmomentsexist. The
poverty line is a positive constant� . A poverty index is a function c��;�0&
�%� that is

19 SeeSen(1979)andAtkinson(1989)for discussion.
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increasingin poverty, definedon � and ���5� , where � is thesetof poverty lines.
Theheadcountratio, thepercentageof thepopulationwho arepooris givenby

c��U)����i���A)��Z�"(� ���{���+)��J�"V� t ��P��#w � �����4�
� (7)

where � t�? w is the indicatorfunction, taking thevalueof oneif theconditionin the
bracketsis fulfilled andzerootherwise.Thenormalizedpoverty deficit (Atkinson,
1987)is definedby

c���) � �"`� t ��P���w<���FHL�16���� � �����4� - (8)

Sen(1976)definesthreebasicaxiomsthat a poverty measure(henceforthindex)
shouldsatisfy:

(1) theindex shoulddependonpoorincomesalone(Focus);
(2) the index shouldbesensitive to theaverageincomeamongthepoor (Mono-

tonicity);
(3) the index shouldbe sensitive to the distribution of incomeamongthe poor

([Weak]Transfer).

The head-countratio fails to satisfy the Monotonicity and Transferaxioms; the
normalizedpoverty deficit fails to satisfy the Transferaxiom.Onecanaddaddi-
tional axioms:(4) Symmetry(the poverty index is unchangedby a reorderingof
units);and(5) Replicationinvariance(thepoverty index is unchangedby aniden-
tical proportionalincreasein thenumberof unitswith eachincomelevel). Others
have suggestedadditionalor strongerrequirementsandpoverty indicesthat sat-
isfy them.Becausecomprehensive reviews of poverty indicesareavailable(Seidl,
1988;Foster, 1984;Ravallion, 1994;Zheng,1997),wedo not review themhere.

Most researchersacceptSen’s axioms,but few empirical studiesincorporateall
of them. Poverty is usually measuredas the proportionof the poor in the total
population(theheadcountratio),violating thesecondandthird axioms.Thehead
countratio is easilyinterpretedandit is simpleto rankdistributionson thebasisof
thedifferencein theheadcountratios.

Anotherdebatablequestionw.r.t. theFocusaxiomis thecommonpractice,followed
also here,to definethe poverty line, � , to be somefraction of somefunctional
(typically themeanor median)of theincomedistribution.For example,theofficial
EuropeanUnion methodof measuringpoverty usesa fractionof average income
as the poverty line. This definition implies that a changein the richestperson’s
incomewill affect poverty. But, it doesnot seemreasonableto let an increasein
QueenElizabeth’s incomeraisethepoverty line andour assessmentof theextent
of poverty in theUnitedKingdom.
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Table1 Membershipof particularpovertymeasuresin theclasses� and �
Suggestion � � AD

Chakravarty (1983) yes yes yes

Clark,HemmingandUlph (1981) yes yes yes

Foster, GreerandThorbecke (1984) yes yes yes

Hagenaars(1987)(Daltontype) yes some no

Pyatt(1987) yes yes no

Shorrocks(1995) yes yes no

Watts(1968) yes yes yes
Source:JenkinsandLambert(1997).

Many poverty indicescanbeexpressedin termsof poverty gaps �,� for income �
andpoverty line � as

�z��) maxB'��HL���NOzM - (9)

Following JenkinsandLambert(1997),indicesthataredefinedin termsof �z� and
that satisfy the Focus,Monotonicity, Transfer, SymmetryandReplicationinvari-
anceaxiomsbelongto theclassof GeneralizedPoverty Gap(GPG)indices,a set
denotedby � .

Most poverty indicessurveyedby Foster(1984)andSeidl (1988)aremembersof� . Further, many indicesin � form a subset� thatconsistsof indicesdefinedin
termsof relativepovertygaps�N� ,

����) maxB��i��H����>6��%�NOzMA) maxB
�4HL�16��Z�NOzM - (10)

An importantsubsetof � is thesetof additivelydecomposable(AD) indices,which
canbewrittenas,

ce�e���;�0&v���*) � �*�e���{�3&v��� � �������
� (11)

where�*�e� is anon-negativefunctionof thepoverty line andincome.For decreas-
ing andconvex ���e� , the ce�e� indicesbelongto � . In Table1,adaptedfrom Jenkins
andLambert(1997),we list a few membersof eachclassof indices.

Dominancecriteria In orderto avoid selectinga singleindex, researchershave
examinedunderwhat conditionsunanimousrankingscanbe achieved for larger
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classesof indices.20 The generalapproachin thesestudiesis to seekconditions
underwhich poverty orderingscanbe arrived at despitedifferencesin views on
someparticularchoices.

For instance,methodsfor evaluatingtheorderof twodistributionsarewell-established
whenthereis no agreementon the cardinalorderingof units w.r.t. needs(but an
agreementexistsvis-á-vistheorderof unit types),theexactpositionof thepoverty
line in incomespaceand which of the particularmembersof the family of ad-
ditively decomposablepoverty indicesshouldbe usedfor the comparison.These
methodsarenot commonlyused,perhapsbecausethey becomeintractablewhen
thenumberof comparisonsincreases.

The literatureon poverty dominanceprovidesmethodsfor addressingthreetypes
of problems:

(1) uncertaintyconcerningthepositionof thepoverty line in the resourcespace
(for (i) a commonbut uncertainline, for (ii) differentanduncertainpoverty
lines)

(2) uncertaintyregardingthemostappropriatechoiceof aparticularpovertyindex
amongclassesthatsatisfygenerallyacceptableconditions

(3) uncertaintyaboutthecardinalrankingof differenttypesof households.

In many cases,severalof theseproblemsaredealtwith simultaneously. Thegener-
ality comesat a cost.Comparingpoverty in termsa singleindex, usinga fully car-
dinal equivalencescaleandoneknown (or, in fact,eventwo separate,but known)
poverty line will lead to an ordering.Oncesamplingconsiderationsare allowed
for, the resultingorderingwill almostsurelybe strict becauseasymptotically, the
likelihoodof a tie will go to zero.In thedominanceapproaches,theusualresultis
apartialordering.21

Dominanceover a continuum of poverty lines(with onecommonline) Define
thebinaryrelationP:

� P   if andonly if c��� (&v�%�!¡�c��i�0&v�%� for all �I��� (12)
and c��� (&v�%�!n�c��;�0&v��� for some �¢����� (13)

20 SeeFoster and Shorrocks(1988a), Foster and Shorrocks(1988b), Atkinson (1992),
AtkinsonandBourguignon(1987),JenkinsandLambert(1993)andJenkinsandLambert
(1997).
21 SeeFoster and Shorrocks(1988a), Foster and Shorrocks(1988b), Atkinson (1987),
Atkinson (1992),Atkinson andBourguignon(1987),JenkinsandLambert(1993),Jenk-
ins andLambert(1997),JenkinsandLambert(1998b), JenkinsandLambert(1998a) and
Howes(1993).Shorrocks(1998)discussesconnectionsbetweenafew differentapproaches
to examineprofilesof thedistribution of “bads”.
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thenP definesa strict partial orderingin poverty. If � P   , we say that � poverty
dominates  .

FosterandShorrocks(1988a; 1988b) andAtkinson(1987)definecriteriaof domi-
nancecorrespondingto levelsof stochasticdominance. FosterandShorrocks(1988a;
1988b) explore the propertiesof the parametricfamily cA£ for �L��t OJ�
��� , which
is quitecloseto theproblemof Lorenzdominance.Atkinson(1987)restrictsinter-
estto theAD classanda rangeof poverty lines �¤�¥t OJ�
�*w¦) Z. This convertsthe
questioninto oneof restrictedstochasticdominance.Atkinsonalsonotesthatlower
degreedominancealwaysimplieshigherdegreedominance,but that theconverse
doesnothold.

Atkinson (1987)derivesthe conditionswhich guaranteethat thesamerankingof
a certaingroup of populationsemergesregardlessof which measurein the AD
classis used.Denotethechangein poverty on moving from distribution � to   by§ c . If

§ c¨)©c��� (&v����H�c��;�0&v����nªO for the poverty line � , thereis morepoverty
in   than in � . The first condition is dominanceaccordingto the headcount. If§ c��i���Fn�O.«��¬�S� , i.e., thec.d.f. of onedistribution is above theotherin a certain
range(or in otherwords,theheadcountof poverty is higherfor all valuesof the
poverty line in thesetZ), thenwe obtainthesamerankingby all themeasuresin
theAD class.

Atkinson’s secondconditionstatesthat if we canestablishdominanceby the ag-
gregatepoverty deficit, the orderingwill be the samefor all poverty measuresin
theAD classthatsatisfythethird requirement,i.e. for which �*�e� is convex. Thus,
if thenormalizeddeficit for onedistribution is lower thanthat for theotherevery-
wherein therange�^�¨� , thenthis will be true for all measuresin theclassAD.
Giventhis condition,we know that if thepoverty gapgivesa conclusive ranking,
morecomplicatedmeasureswill notprovideany furtherinformation.22

FosterandJin (1998)note that therearebroadandappealingclassesof poverty
indiceswhosedominanceconditionshavenotbeenstudied.They derivedominance
resultsfor poverty indicesthatcanbewrittenasfunctionsof theutility shortfall of
thepoor, basedon theutility providedat thepoverty level.23

Sequentialdominance Recallthatthechoiceof equivalencescalecanbedivided
into threestages:determiningthecharacteristicsthatareneeds-relevant,determin-

22 Notetheanalogywith stochasticdominanceresults.Firstdegreestochasticdominanceis
obtainedif the’zero’ momentsareunequal,nomatterwhatthehighermomentsare;second
degreedominance,if themeansareunequal,etc.Thus,stochasticdominanceof a higher
degreemay be obtainedby merelycheckingfor the lower orderincompletemoments.In
thepresentcase,thehead-countis the ’zero’ moment,thenormalizeddeficit corresponds
to themean,andsoon.SeeFishburn (1980).
23 SeeHagenaars(1987)andalsoSpencerandFisher(1992).
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ing anordinalrankingof units,andcardinalizingtheranking.Severalauthorshave
studiedconditionsunderwhich poverty orderingsare robust to the mostcontro-
versialissueof thecardinalizationof thedifferencesin need(AtkinsonandBour-
guignon,1987;Atkinson,1992;JenkinsandLambert,1993).

Conditionsfor obtainingpartialorderingsdo exist. Theprocedureinvolvescheck-
ing for dominancewithin eachpopulationgroup sequentially, starting from the
neediest.If, in eachof thesepopulations,onedistributiondominatestheother, any
cardinalizationof theordinalrankingyieldsthesamepovertyordering.An equiva-
lent conditionstartswith acomparisonof theneediestsubpopulationsandsequen-
tially addsthenext neediestgroupandchecksfor dominanceonly up to the next
neediestgroup’s poverty line. If, for every new group,onedistribution dominates
the other, all poverty indicesandall equivalencescaleswithin the specifiedclass
wouldyield thesameordering.

Dominancewhenpoverty linesvary acrossdistrib utions JenkinsandLambert
(1997,1998b,a) examineconditionsunderwhichpovertyrankingscanbeobtained
for theclassof generalizedpovertygapindicesandpossiblydifferentpoverty lines
in two populations.They definepoverty dominanceusing(censored)distributions
of povertygaps(seeequation9) or normalizedpovertygaps(seeequation10).The
latter turns out to be useful for comparisonsof poverty acrossdistributions that
arguably have differentpoverty lines – aswill often be the casecomparingtwo
countriesandevenwithin acountryacrosstime.

The‘TIP’ curve is definedby

r � c*­2���+&��8�!)��8®�¯�°�± ²�³" �!���3&v��� � �������N� (14)

usingthenon-normalizedpovertygapand

r � ce´$���µ&��8�!)��8®v¯0°v± ²0³" �1���3&
��� � ���{��� (15)

for the normalizedgap.A TIP curve summarizesseveral aspectsof poverty (see
Figure5). At thepoint at which thegraphof thecumulated(relative) poverty gap
becomeshorizontal,theproportionof the poorcanreadof thehorizontalandthe
(relative) poverty deficit off theverticalaxis.Thecurvatureof theTIP curve prior
to thatpoint visualizesinformationabouttheextentinequalityamongthepoor.

As shown by Jenkinsand Lambert(1998b,a), if the TIP curve of a distribution� lies everywherebelow that of distribution   , then the samerankingholds for
all indicesin the class � for the TIP curve definedon unnormalizedgapsfor a
commonpoverty line, and � for theTIP curvedefinedonthenormalizedgapsalso
for differentpoverty lines.
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Fig. 5 Exampleof ‘TIP’ curve
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2.11 Measurementerrorsandpovertymeasurement

Non-samplingerrors Cowell andVictoria-Feser(1996)examinetherobustness
propertiesof povertyindicesto datacontamination, suchaswouldoccurif asubset
of incomeobservationswereerroneouslycoded.Taking thepoverty line � to bea
fixedconstant,they suggestthatrobustness(asmeasuredby theboundednessof the
influencefunction) dependson thepropertiesof the individual “poverty function”���i�z&��9tu&��$w�� . If this function is “well-behaved”, as it approachesthe extremesof� and0, the poverty index will have a boundedinfluencefunction andtherefore
canbeconsideredrobust.Many commonly-usedpoverty indices,suchastheSen
index or theFGT class,arerobust in this sense.In many applications,thepoverty
line � is a fractionof somefunctionalof the incomedistribution itself – typically
somefractionof themeanor themedian.Theinfluencefunctionandthereforethe
robustnessof thepoverty index dependsalsoon therobustnessof thefunctionalon
whichthepoverty line is based.If thatis themedian,theindiceswith well-behaved
robustnesspropertiesremainrobust. Non-robust statistics,however, in particular
the mean,renderthe poverty index non-robust, i.e., the influencefunction is in
suchacaseunbounded.

Howes (1996) discussesthe impact of aggregationon inferring dominancerela-
tionsamongdistributions.Underplausibleassumptionsabouttheunderlyingdis-
tributions,andfor specificsimulationexamples,basinginferencesof dominance
on aggregateddataincreasesthelikelihoodof inferring thatdominanceis present,
evenwhenit is not.ShorrocksandSubramanian(1994)discussthepossibilitythat
thedegreeof confidencewith which aunit is consideredto beamongthepoorcan
assumevaluesother thanzeroor one,suggestingfuzzy generalizationsof many
typesof poverty indices.
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Sampling issues Povertyassessmentsusingeither(possiblyseveraldifferent)in-
dicesor a particulardominanceapproacharemostoftenconductedusingsamples
drawn from theactualpopulationsbeingstudied.This raisestheissueof how close
to thepopulationvaluestheestimatedindicescanbeexpectedto be.Mostapplica-
tionsthataddressstatisticalinferencerely on classicalinference.24

The mostcommonapproachto estimatingthe samplingvariability of poverty in-
dicesis to derive theasymptoticpropertiesof theindex undersimplerandomsam-
pling (SRS),possiblywith non-stochasticbut varyingsamplingweights.Few data
setsare,however, drawn usingSRS.An alternative is to employ re-samplingmeth-
ods,suchasavariantof thejack-knifeor bootstrapmethods.Thesemethodsarero-
bustw.r.t. to variationsin samplingdesign,theform of theindex and,e.g.,whether
or not the poverty line is a fraction of somefunctionalof the incomedistribution
(suchasthemeanor median),

Themoststraightforwardcaseestimatesa singlepoverty index from theclassAD
usingrandomlysampleddata,usinga fixed poverty line (not estimatedusingthe
samedata).Suchestimatorsare meansof simple functionsof randomvariables
andtheir samplingvariancecanbeestimatedusingstandardmethods.25 Datathat
aredrawn from complex samplingdesignswarrantspecialattention.Thereexist
well-developedmethodsfor assessingthesamplingvarianceof estimatorsin more
complex designs.26 BecauseAD indicesfor fixed poverty lines arejust meansof
functionsof randomvariables,thereareapplicable.27

Thesituationis morecomplicatedwhenpovertystatisticsarebasedonsampleesti-
matesandalsorely onanestimatedfractionof themeanor medianincome.Preston
(1995) derives the exact small and large sampledistributions of the head-count
ratio, againunderSRS,when the poverty line is somefraction of the estimated
median.Thestatisticalpropertiesof variousestimatorsfor poverty dominanceare
examinedby Xu andOsberg (1998),Howes(1994b), Howes(1994a) andJäntti
(1992).DavidsonandDuclos(1998)derive the samplingdistribution underSRS
for poverty deficit andTIP curvesevaluatedat a fixedsetof points.Theestimated
versionsof thesevariance-covariancematricesfor empiricalcurvesthat areused
for checkingpovertydominanceassistin performingstatisticalinference.Thesam-
pling distributionsof severalmembersof theclass� ariseasspecialcases.

24 For aBayesianapproach,seeGewekeandKeane(1996).
25 Seee.g.Kakwani (1993)
26 See,for examplePahkinenandLehtonen(1995),Skinner, Holt andSmith (1989)and
Särndal,SwenssonandWretman(1992).
27 Malmberg (1988)andBishop,FormbyandZheng(1997)discussthesamplingproperties
of theSen(1976)poverty index proposedwhenthepoverty line is a known constantand
dataareSRS.JänttiandNordberg (1992)discussits estimationwhenthe poverty line is
a fractionof themedianthat is beingestimatedsimultaneouslywith thepoverty line. See
alsoDavidsonandDuclos(1998).
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Thesemethodsrely mostlyon SRS.In morecomplex samplingsettings,it maybe
very difficult to analyticallyfind thevariance(matrices)for estimatorsof poverty
indices(curves).In suchsituations,samplereusemethods,in particularabootstrap
method,offer convenientandoftentheonly practicaloptions.28

3 Evidenceabout the extentof cross-sectionalpoverty

3.1 Changesin povertywithin countriesover time

Domesticsources

Themostcommonwayto examinepovertyis to scrutinizechangesovertimewithin
particularcountries.Doing this avoids many comparabilityproblems.29 Even mi-
norvariationsin definitionscanin specificcasesgeneratesubstantialdifferencesin
results.Althoughthedifferencescangenerallybetracedto variationsin particular
choicesamongthoseissuesraisedin section2, they areoftenquite large.Deleeck
et al. (1992),asdiscussedin section2, estimatethe poverty head-countratio in
two wavesof paneldatafor severalEU countries,usingfour differentdefinitions
of poverty lines.Take Irelandasa casein point.Unsurprisingly, differentmethods
yield differentlevelsof poverty (seeFigure2). However, thehead-countratio in-
creasedusingtwo subjective definitions,remainedmoreor lessunchangedby the
EuropeanUnion’sbelow half-of-averagedefinitionanddecreasedby thedefinition
thatrelieson administrativerules.

Such resultssuggestthat definitionsmatter. Dependingon the choicesthat are
made,poverty levels andtrendscanbe quite differentwithin a countryeven us-
ing the exact samesampleof data.Thus,it is importantto choosean appropriate
combinationof equivalencescalesandpoverty lines.

We summarizein TableA.1 a numberof povertyheadcountratio estimates,based
on a hostof differentstudiesfrom differentcountries,usingmany differentcom-
binationsof methods.Inspectionof thesepatternssuggeststhereis wide variance
in poverty levelsandtrendsacrosscountries.On the basisof varyingamountsof
evidencepercountry, it would seemthatpoverty increasedin the1980sandearly
1990sin Australia,Germany (West),Italy, Sweden,the United Kingdom andthe
United States.The U.K. increaseappearsto be largest,followed by that in Aus-
tralia. In Canada,Denmark,FinlandandSpain.Therewaslittle changein Greece,
NorwayandPortugalandtheevidenceis quitemixedfor Belgium,France,Ireland,
Luxembourg andtheNetherlands.

28 SeeEfron andTibshirani(1993)for an introductionto bootstrapmathodsandXu and
Osberg (1998)for anapplicationto poverty measurement.
29 SeeMayerandJencks(1993)for adiscussionof comparabilityproblemsacrosstime.
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Poverty ratesacrosscountries,from domesticsourcesaswell asLIS, have been
compiledby, e.g.,Atkinson (1998) (EuropeanUnion countries),) andBradshaw
and Chen(1996) (the latter two mainly concernedwith LIS). While the assess-
mentsin thesestudiesvary somewhat,two conclusionsaresharedby themaswell
as our Table A.1. The country that standsout as having experienceda substan-
tial increasein poverty is theUnited Kingdom.Further, thereis little evidenceof
OECD-wide(or, advancedcountrywide) poverty trendsin themany studiescon-
sidered.This is in contrastwith what hasbeenobserved aboutrelative inequality
(seee.g.GottschalkandSmeeding,1997).

Internationalsources(mainlyLIS)

The Luxembourg IncomeStudy(LIS) containsseveral yearsof dataon about20
industrializedcountriesfrom varyingyearssincethe late 1960s.30 In Table2, we
show thelevel of relativepoverty, asmeasuredby theheadcountratio, in thelatest
cross-sectionof LIS, alongwith informationon poverty changes.Poverty is de-
fined as50 percentof the within-countrywithin-yeardisposablemedianincome.
Incomesarepooledwithin thefamily andeachmemberis assignedtheequivalent
disposableor market income,equivalizedusingthesquareroot of family size.We
show thepercentageof personswho live in householdswith incomeperequivalent
adultbelow this poverty line.31

TheLIS single-pointestimatesof relative poverty suggesta groupingof countries
with respectto poverty. The United Stateshasby far the highestpoverty rateat
17.7percent(andrangingfrom 16 to 18 percentover the years),followedby the
UnitedKingdom,FranceandAustralia.whosepoverty ratesvary between13 and
15 percent.In addition,Canada,Ireland,Italy andSpainhave poverty ratesin ex-
cessof 10 percent.TheNetherlandsandtheNordic countries– Denmark,Finland,
Norway andSweden– have ratesaround7 percent,andBelgium hasthe lowest
point estimateat 5.4percent.

Comparingthe level of poverty acrosscountriesis controversialfor many reasons,
but comparingtrendsacrosscountriesis lessso. If mostproblemsof comparing
povertywithin acountryat two pointsin timehavebeendealtwith, remainingfac-
torsthatinducedifferencesin poverty levelsacrosscountriesshouldbedifferenced
out whentrendsareevaluated.Trendcomparisonsacrosscountriesaremorereli-
ableif they arefoundusingsimilar definitions.It is not consistent,for example,to
comparechangesin the U.S. official poverty with changesin the poverty rate in
Swedendefinedby thepolitico-administrativeline.

30 TheLuxembourg IncomeStudyis described,e.g.,in Smeeding,O’HigginsandRainwa-
ter (1990).Seealsohttp://lissy.ceps.lu
31 Wehaveexaminedthesensitivity of theLIS estimatesto variationsin equivalencescales.
Our resultsdo not appearto besensitive to thechoiceof a commonequivalencescale.In
TableA.5 in theappendixweshow thepointestimatesthatunderlieour trendassessments.
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Table2 Poverty rateandrecentchangein povertyusingLIS data

Latestyear LongestChange LatestChange

Country Year Poverty rate Years Time trend Years Change

Australia 1989 12.2 1981–1989 0.198 1985–1989 0.113

Austria 1987 3.4 n.a. n.a.

Belgium 1992 5.4 1985–1992 0.118 1988–1992 0.128

Canada 1991 11.3 1971–1991 -0.179 1987–1991 0.019

Denmark 1992 7.5 1987–1992 -0.586 n.a.

Finland 1991 5.7 1987–1991 0.086 n.a.

France 1989 9.5 1979–1989 0.203 1984.1–1989 -0.526

Germany 1989 5.6 1983–1989 6.456 1984–1989 -0.172

Ireland 1987 11.3 n.a. n.a.

Italy 1991 10.3 1986–1991 -0.024 n.a.

Luxembourg 1991 4.7 1985–1991 -0.117 n.a.

Netherlands 1991 6.7 1983–1991 0.014 1987–1991 0.397

Norway 1991 6.6 1979–1991 0.209 1986–1991 -0.144

Spain 1990 10.2 1980–1990 -0.193 n.a.

Sweden 1992 6.7 1967–1992 -0.286 1987–1992 -0.196

Switzerland 1982 8.3 n.a. n.a.

UnitedKingdom 1991 14.5 1969–1991 0.317 1986–1991 1.087

UnitedStates 1991 17.7 1974–1991 0.118 1986–1991 -0.007
Note:Numbersshown aretheheadcountratiousing50percentof medianadjusteddispos-
ableincomeaspoverty line.Changesaremeasuredby theslopeof theregressionof poverty
rateon year. TableA.5 shows thepoint estimatesthatunderlietheestimatedtrends.
Source:Authors’ calculationsfrom LIS database.

In examiningthewithin-countrychanges,theyearsthecomparisonis basedon is
constrainedby LIS. It would bepreferableto examinechangesat similar stagesof
thebusinesscycle,but this is notanoption.Weshow in Table2 thetrendin poverty,
asmeasuredby theregressioncoefficient in a regressionof theheadcountratio in
all LIS datasetsfor a country regressedagainstyear, andthe annualpercentage
pointchangebetweenthetwo latestLIS years.If only two datapointsareavailable,
theregressioncoefficientequalstheannualizedpercentagepointchangein thehead
countrateof poverty (in thatcase,theregressioncoefficient is aWald estimate).

Looking at boththetime trendasmeasuredover all theyearsin LIS andthelatest
change,the evidencedoesnot suggesta commontrendacrosscountries.Poverty
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hasincreasedin somecountriesanddecreasedin others.For instance,poverty in-
creasedover time in BelgiumandtheUnitedKingdom,thecountrieswith thelow-
estandsecondhighestpoverty ratesin theearly1990s.Theincreasein poverty in
theUnitedKingdomfrom 1969to 1991wasby almostathird of apercentagepoint
per year. The increasein Belgium from 1985to 1991wasaroundonetenthof a
percentagepoint per year. For anotherpair of low andhigh poverty countries,in
theearly1990s,povertydecreasedin DenmarkandCanada

In only two of ourLIS countriesis thedirectionof changeof thelongesttimetrend
andthelatestchangedifferent,namelyin Franceandin Norway. In France,poverty
increased,on average,by two tenthsof a percentagepoint per yearfrom 1979to
1989,but decreasedbetween1984 and1989 by half a point a year. In Norway,
also,between1979and1991,poverty increasedby .2 percentagepointsperyear,
but decreasedbetween1986and1991.

Examiningpovertydominancewithin countriesrevealstherobustnessof thetrend
assessmentsobtainedusing single indices,suchas the headcount ratio. We il-
lustratethis be showing in Figure6 threeexamplesusingthe plot of the average
cumulative poverty gapagainstthe percentageof population,or the ‘TIP’ curve
(JenkinsandLambert,1997).If TIP curvesdonotcross,thesamepovertyordering
is obtainedfor all GPGindices(seesection2.10).In two of thecountriesin LIS,
Australiain 1981and1985andtheUnitedKingdomin 1986and1991,TIP curves
crossandbetweentherelevantyears,robustconclusionscannotbedrawn. By con-
trast,in CanadatheestimatedTIP curvesdo not intersectin any of thedatasetsin
LIS. Rather, theTIP curvessuggesta steadydeclinein poverty that is robustwith
respectto thechoiceof relativepoverty line andpoverty index.

3.2 Povertyorderings

Oncea specificview of poverty is applied,poverty orderingsof countriesarepos-
sible.Becauseuseof a head-countratio below a singlepoverty line may be mis-
leading,we examinethesensitivity of thepoverty orderingby examiningwhether
therearecasesof povertydominanceby thehead-countratio for arangeof poverty
lines from 0 up to 60 percentof the currentadjustedmediandisposableincome.
If we observe poverty dominanceby theheadcount,we know theorderwould be
preservedfor all lowerpoverty linesandall measuresin theclassAD.

Figures7 and8, aswell asTables3-4, show first- (headcount)andsecond-order
(poverty gap)poverty dominancefor relative poverty orderingsfor 16 advanced
economies.In Table3 we show, for the latestLIS data,thesetof countriesthat it
dominates(column2) andthesetof countriesit is dominatedby (column3). This
orderingof countriesis alsodisplayedasaHassediagramin Figure7.

First-orderpoverty dominancedoesnot producea “tight” orderingof countries.
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Fig. 6 Examplesof TIP curves
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Note:Thecurvesarethecumulative averagepoverty gap(‘TIP’ curves),using60
percentof thecurrentmedianincomeaspoverty line, at differentpercentilesof the
distributionof income.
Source:Authors’ calculationsfrom theLIS database.
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Table3 First-orderpovertydominanceusingLIS data

Country Dominates Is dominatedby

Australia UnitedStates Austria Belgium FinlandGermany Italy Luxem-
bourg Norway SpainSwedenSwitzerland

Austria Australia Belgium Canada Denmark Finland
FranceGermany Ireland Italy NetherlandsNor-
way SpainSwedenSwitzerlandUnitedKingdom
UnitedStates

Belgium Australia Denmark France Ireland Netherlands
SwitzerlandUnitedStates

Austria

Canada UnitedStates AustriaFinlandGermany Luxembourg Norway

Denmark FranceIreland Austria Belgium Finland Germany Luxembourg
Norway

Finland Australia CanadaDenmarkFranceIreland Italy
NetherlandsSpain SwedenSwitzerlandUnited-
KingdomUnitedStates

Austria

France AustriaBelgiumDenmarkFinlandGermany Lux-
embourg NetherlandsNorway SwedenSwitzer-
land

Germany Australia CanadaDenmarkFranceIreland Italy
NetherlandsSpain SwedenSwitzerlandUnited-
KingdomUnitedStates

Austria

Ireland AustriaBelgiumDenmarkFinlandGermany Lux-
embourg Norway Sweden

Italy AustraliaUnitedStates AustriaFinlandGermany Luxembourg

Luxembourg Australia CanadaDenmarkFranceIreland Italy
SpainSwitzerlandUnitedKingdomUnitedStates

Netherlands France AustriaBelgiumFinlandGermany

Norway Australia Canada Denmark France Ireland
SwitzerlandUnitedKingdomUnitedStates

Austria

Spain AustraliaUnitedStates AustriaFinlandGermany Luxembourg

Sweden AustraliaFranceIrelandUnitedStates AustriaFinlandGermany

Switzerland AustraliaFranceUnitedStates Austria Belgium Finland Germany Luxembourg
Norway

UnitedKingdom UnitedStates AustriaFinlandGermany Luxembourg Norway

UnitedStates Australia Austria Belgium CanadaFinland Ger-
many Italy Luxembourg Norway SpainSweden
SwitzerlandUnitedKingdom

Note:Thepoverty line is definedas60percentof theadjustedmedianin eachcountrywithin eachyear.
Source:Authors’calculationsfrom LIS data

Therearealargenumberof ties.For instance,theNetherlandsis povertydominated
by Belgium, Finland,Germany and Austria and dominatesin turn only France.
However, in many cases,thelinescrossandanunambiguouspovertyorderingfails
to materialize.Nonetheless,Figure7 producesa five-tier ranking,with Austria at
the top, and Belgium, Finland,Germany and Norway having the secondlowest
level of poverty. France,Irelandandthe United States,in turn, have the highest.
For example,theUnitedStatesdominatesnoothercountry, but is dominatedby 13
of the18countries.

To whatextentcanwe find dominancew.r.t thedistribution of normalizedpoverty
gaps?We restrictthe classfor which the orderingsareto apply to that for which
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Fig. 7Hassediagramof first-orderpovertydominanceusingLIS data.Fully relative
poverty
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Note: The poverty line is definedas 60 percentof the adjustedmedianin each
countrywithin eachyear.
Source:Authors’ calculationsfrom LIS data

thepoverty intensityfunctionis strictly decreasingin income.As discussedin sec-
tion 2.10, if the normalizedcumulative poverty gapfor a distribution � is every-
whereabove that of another, say   , then � hasa greaterextent of poverty by all
indicesthat are membersof � . In other words, in order for country A to ‘TIP’
dominatecountryB, the graphof the cumulative normalizedpoverty gapagainst
the cumulative populationshareof countryA musteverywherebe below that of
countryB. In eachcase,we definethepoverty line as60 percenttheadjustedme-
dianwithin eachcountrywithin eachyear.

In Table4, we show theresultsof all pairwisecomparisonsof normalizedpoverty
gapdominance.Theproportionof comparisonsthatresultin a dominancerelation
is considerablygreaterthan it was using the poverty rate. We show in Table 4
for eachcountrythoseit dominatesandthoseit is dominatedby accordingto the
TIP-criterion.Again, the patternof dominanceorderingsis illustratedusing the
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Fig. 8 Hassediagramof normalizedpovertygap(TIP) dominanceusingLIS data
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Note: The poverty line is definedas 60 percentof the adjustedmedianin each
countrywithin eachyear.
Source:Authors’ calculationsfrom LIS data

Hasse-diagram(Figure8).

Therearefewer ties thanwith first-orderdominance.The rankingof many coun-
trieschangescomparedto thefirst-ordercase.Sweden,for instance,now dominates
CanadaandtheUnitedKingdom,in additionto thefourcountriesit first-orderdom-
inated.Also, Luxembourg andNorwayarenow amongthecountriesthatdominate
Sweden(cf. Tables3 and4).Thereductionin tiesmakestheHassediagramsimpler,
but increasedthe numberof tiers, from roughly five to eight.France,Irelandand
theUnitedStatesarestill tiedat thebottomof thediagram.

Thesecomparisonsof relativepoverty ratesandrelativepovertygapsacrosscoun-
tries do not accountfor differencesin the the real standardof living by country.
EventhoughtheUnitedStateshasa muchhigherpoverty ratethan,say, Norway,
relative to the medianstandardof living in eachcountry, someof the poor in the
United Statesmaybebetteroff thansomeof thenon-poorin Norway becauseof
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Table4 NormalizedpovertygapdominanceusingLIS data

Country Dominates Is dominatedby

Australia UnitedStates Austria Belgium CanadaFinlandGermany Italy
Luxembourg Norway SpainSwedenSwitzerland

Austria Australia Belgium Canada Denmark Finland
FranceGermany Ireland Italy NetherlandsNor-
way SpainSwedenSwitzerlandUnitedKingdom
UnitedStates

Belgium Australia Denmark France Ireland Netherlands
SwitzerlandUnitedStates

AustriaFinlandLuxembourg

Canada AustraliaFranceUnitedStates AustriaFinlandGermany Italy Luxembourg Nor-
waySpain

Denmark FranceIrelandNetherlands Austria Belgium Finland Germany Luxembourg
Norway Sweden

Finland AustraliaBelgiumCanadaDenmarkFranceGer-
many Ireland Italy NetherlandsNorway Spain
Sweden Switzerland UnitedKingdom United-
States

AustriaLuxembourg

France Austria Belgium CanadaDenmarkFinland Ger-
many Italy Luxembourg NetherlandsNorway
SpainSwedenSwitzerland

Germany Australia CanadaDenmarkFranceIreland Italy
NetherlandsSpain SwedenSwitzerlandUnited-
KingdomUnitedStates

AustriaFinlandLuxembourg

Ireland AustriaBelgiumDenmarkFinlandGermany Italy
Luxembourg Norway SpainSwedenSwitzerland

Italy Australia CanadaFranceIreland Spain United-
KingdomUnitedStates

AustriaFinlandGermany Luxembourg

Luxembourg Australia Belgium Canada Denmark Finland
FranceGermany Ireland Italy NetherlandsNor-
way SpainSwedenSwitzerlandUnitedKingdom
UnitedStates

Netherlands France AustriaBelgiumDenmarkFinlandGermany Lux-
embourg Norway Sweden

Norway Australia Canada Denmark France Ireland
NetherlandsSweden Switzerland UnitedKing-
domUnitedStates

AustriaFinlandLuxembourg

Spain AustraliaCanadaFranceIrelandUnitedKingdom
UnitedStates

AustriaFinlandGermany Italy Luxembourg

Sweden Australia Denmark France Ireland Netherlands
SwitzerlandUnitedStates

AustriaFinlandGermany Luxembourg Norway

Switzerland AustraliaFranceIrelandUnitedStates Austria Belgium Finland Germany Luxembourg
Norway Sweden

UnitedKingdom UnitedStates AustriaFinlandGermany Italy Luxembourg Nor-
waySpain

UnitedStates Australia Austria Belgium CanadaFinland Ger-
many Italy Luxembourg Norway SpainSweden
SwitzerlandUnitedKingdom

Note:Thepoverty line is definedas60percentof theadjustedmedianin eachcountrywithin eachyear.
Source:Authors’calculationsfrom LIS data

thehighermedianstandardof living in theU.S.

Addressingthis issuerequiresa commonmetric in which to compareU.S.to Nor-
wegian incomes.A numberof so-calledPurchasingPower Parity (PPP)adjusted
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exchangerateshave beendevelopedfor this purpose.Becausesuchcomparisons
rely onaverageinternationalprices,despitewidevariationin relativepricesacross
countries,Dowrick andQuiggin (1994)suggestthat PPP-basedwelfarerankings
arenot firmly basedin welfareeconomics.They proposethat detailedprice and
consumptiondatabe usedto rank countriesaccordingto a revealed-preference
approachinstead,and presentevidencewhich suggestsPPP-basedrankingsare,
indeed,inappropriate.Even if PPP-basedapproacheswould yield well-motivated
rankings,however, thecommonly-usedPPPadjustmentsarenotdesignedfor com-
parisonsof realdisposableincome(asopposedto realnationalincomes).Nonethe-
less,becausewehavenoempiricalalternative,weprovidepovertyorderingsbased
on PPP-adjustedincomesasanillustration.32

In particular, we usethe PennWorld TablesMark 5.6 dataon PPPadjustedex-
changeratesfor consumptionin theyearof theLIS dataanddeflatetheresulting
current-yearU.S.internationaldollaramountsto acommonyear’spricesusingthe
U.S.ConsumerPriceIndex (CPI).33 Thepoverty line is thentakento behalf of the
U.S. 1991adjustedmediandisposableincome(which choiceleavesU.S. poverty
unchanged,of course).

The Hassediagramsof the real poverty first-orderdominanceorderingis shown
in Figure9 andof the second-orderor TIP dominancein Figure10. Becauseof
its highermedianstandardof living, theUnitedStatesnow ceasesto betied at the
bottomof theordering.Irelandnow shareswith FranceandSpainthebottomtie.
Therelative positionof Canadaimprovessubstantially, asit is dominatedonly by
Luxembourg in eitherordering.Again, theTIP orderingresultsin fewer ties.

ThesePPPresultsshouldbe viewed with caution,as thereare large differences
in theextent to which householdsin differentcountriesactuallyneedto purchase
certainitems.For example,certainspendingcategories,suchason healthcareor
collegeeducation,arelargely privatelyfundedin somecountriesandlargely pub-
licly fundedin others.PPPs,developedfor nationalaccountspurposesratherthan
for comparisonsof householdwell-being,do not take this into account.Despite
thiscaveat,many of thecountriesrankinghighly in thePPPrankingarethosewith
extensively provided public services,suchasGermany andthe Nordic countries.
And the United States,despiteits high level of real income,remainscloseto the
bottom.In theTIP ordering(Figure10) , it dominatesonly IrelandandFranceand
it is dominatedby ninecountries.

32 Seesection2 for adiscussionof realincomecomparisons.
33 SeeSummersandHeston(1991).
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Fig. 9 Hassediagramof first-orderpoverty dominanceusingLIS data.Realinter-
nationalincomepovertyusingPPPsrelative to USmedian
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Note:Thepovertyline is definedas60percentof theadjustedUS1991PPPmedian
in eachcountrywithin eachyear.
Source:Authors’ calculationsfrom LIS data

4 Decomposingpoverty acrosspopulation groups

4.1 Comparingpovertyrisksof differentgroups

Most studiesthatdisaggregatepoverty by variousdemographiccharacteristicsdo
so with respectnot to the individuals’ characteristics,but thoseof the household
head.For instance,a breakdown by ageis typically a breakdown by thehousehold
head’sageandsoon.

Anothertroublesomeaspectof sub-grouppoverty risks is thechoiceof theappro-
priateequivalencescales.Dif ferentassumptionsaboutthe economiesof scaleof
householdsize,the consumptionrequirementsandhouseholdproductioncapaci-
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Fig. 10Hassediagramof normalizedpovertygap(TIP) dominanceusingLIS data.
RealinternationalincomepovertyusingPPPsrelative to US median
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Note:Thepovertyline is definedas60percentof theadjustedUS1991PPPmedian
in eachcountrywithin eachyear.
Source:Authors’ calculationsfrom LIS data

tiesof householdmembersof differentagesandsexescandramaticallyaffect the
orderingof populationgroupsby relative poverty risks.The choiceof an equiva-
lencescaleis lesslikely to affect theassessmentof changesin poverty ratesacross
time,unlessthepopulationis undergoingrapiddemographicchange.

WeexaminetheLIS poverty ratesof

(1) children
(2) personsliving in ahouseholdwith anagedhead,and
(3) personsliving in female-headedhouseholds/ families

We examineboththepoverty ratesof thesegroups,how thesechangeover time as
well astheirinter-countrypovertyranking.Welimit theanalysisto thesecategories,
not becausethey are the only meaningfulones,but becausecross-sectionaland
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trend differencesfor thesegroupsreflect cross-nationaldifferencesin the social
welfarestatethatareoftenof interest.34 Our purposeis to examinethelevel of and
trendin povertyamonggroupstraditionallythoughtto beat highpoverty risk.

Demographiccomparisonsare also sensitive to the equal-sharingwithin house-
hold assumption.If sharingrulesvary by family type within a countryor across
countries,ourcomparisonsmightbemisleading.For instance,mightsingleparents
sacrificeandprovidemorethananequalshareof incomefor theirchildrenthando
otherfamilies?

The populationof childrenconsistsof all personsbelow the ageof 18 in theLIS
data.Theelderlyarerepresentedby personswhoaremorethe64yearsold.Persons
living in female-headedhouseholdsare so identified if the LIS householdhasa
femaleheador referenceperson.Thesedecompositionsarenotmutuallyexclusive,
assomechildrenandelderlylive in female-headedhouseholds.

4.2 Povertyrankingsof differentdemographicgroups

In Tables5 to 7 weshow for selecteddemographicgroupspovertyratesandpoverty
trends,as measuredby the head-countratio relative to one-halfof the adjusted
within-countryoverall median.The ratesaretheproportionpoor in eachsubpop-
ulationandthe trendis measured,asin Table2, by both theslopecoefficient in a
regressionof eachcountry’spoverty rateagainsttime (startingin 1900)andby the
latestchange.

We alsoexaminetheTIP poverty orderingup to 60 percentof thecurrentoverall
medianof different populationsubgroupsusing the latestwave in LIS. Poverty
amongchildren is definedby taking the adjustedincomeper equivalentadult in
eachhouseholdwith children,allocatingthatto everychild.Theelderlyaredefined
similarly. Povertyin female-headedhouseholds,by contrast,is estimatedamongall
personsliving in suchunits.

34 Tworeservationsin thecomparisonof povertyacrosspopulationgroupsshouldbenoted.
First, mostdatasetsusedto measurethe extent of poverty gatherinformationprimarily
about the ‘householdhead’ and, the ‘spouse’,if present.Rulesaboutwhich household
memberis classifiedastheheadvary betweendatasets,yearsandcountries.In addition,
if oneattemptsto assess,say, theexcessrisk of poverty dueto unemployment,comparing
poverty ratesof personsin householdswhoseheadsareunemployed to thosein thewhole
populationwill misclassifysomehouseholdswherea personotherthantheheadis unem-
ployed.Thatis, many breakdownsby thepropertiesof thehouseholdheadwill misclassify
households– thesamewouldbethecaseif we wereto comparepoverty of theelderlyand
thenon-elderlyandwedid not know theageof all personsliving in thehousehold.
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Children

Theorderingof countrieswith respectto povertyamongchildren,shown in Table5,
is broadlysimilarto thatof all persons.TheAnglo-Saxoncountrieshavethehighest
ratesaccordingto this relativepovertyranking,centralEuropeanonespopulatethe
middle,andnorthernEuropeanandNordiccountrieshaverelatively few childrenin
poverty. Next weturnto thechangesovertime,boththelongrunchanges,measured
asabove by the slopecoefficient of the within-countryregressionof poverty rate
againstyear, andof the latestchange.Thereis, hereasabove, little evidenceof
an OECD-wideincreasein poverty. In general,the directionof changein overall
povertyandchild povertychangeis similar.

We alsoshow, in Figure11, the Hassediagramobtainedwhenwe checkfor TIP
dominance.Austria andLuxembourg, in the overall orderingthe dominatingna-
tions,arenow muchlower. Francerisesin this ordering.TheNordic andnorthern
Europeancountriestendto be found at or closeto the top andthe Anglo-Saxon
countriesnearthebottomof this ordering.

Elderly

Anothergrouptraditionally at high risk of poverty, namelythe elderly, arein the
industrializedcountriesincludedin LIS no longerso exposed.The poverty risks
of the elderly are, for the equivalencescalewe have used,quite modestand, in
many cases,lower thanthoseof theoverall population.Theorderingof countries
changessubstantiallyfor theelderlypoverty rankingcomparedto boththeoverall
andthe child poverty rankings.The United Kingdomandthe United States,high
overall poverty risk countries,arenow quitesimilar to thenorthernEuropeanand
Nordic countries.Only Irelandhasdouble-digitelderlypoverty; in mostcountries,
between5 and8.5percentof theelderlyarepoor. Thus,differencesin ranksreflect
very small differencesin the likelihoodthat the averageelderly is poor between
thesecountries.The changesin elderly poverty very closelytrack the changesin
overall poverty.

Our Hassediagram(Figure6), thatrankscountriesusing60 ratherthan50 percent
of thecurrentmedianandusestheTIP dominancecriterion,somewhatre-shuffles
thecountries.Now CanadaandNorway emergeat thetop of theordering,closely
followedby SwedenandLuxembourg. TheUnitedStatesandtheUnitedKingdom
havenow droppedcloserto thebottom.

Thesimilarity acrosscountriesof thepoverty ratesfor theelderlyevaluatedat the
50 percentof medianline, andthechangesin theorderingwhenexaminedat 60,
are likely dueto a similarity anda differenceamongthe countrieswe study. All
industrializedcountrieshave implementeda public pensionsystemthatcoversthe
elderly (Korpi andPalme,1997).However, the generosityof the averagepension
andthespreadaboutthatmeanvariessubstantiallyacrosscountries,accountingfor
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Table5 Poverty ratesandpoverty trendsfor children

Latestyear LongestChange LatestChange

Country Year Poverty rate Years Time trend Years Change

Australia 1989 14.8 1981–1989 0.103 1985–1989 0.320

Austria 1987 6.8 n.a. n.a.

Belgium 1992 4.3 1985–1992 0.048 1988–1992 0.198

Canada 1991 15.6 1971–1991 -0.077 1987–1991 0.214

Denmark 1992 5.1 1987–1992 0.091 n.a.

Finland 1991 2.3 1987–1991 -0.135 n.a.

France 1989 8.4 1979–1989 0.164 1984.1–1989 -0.345

Germany 1989 4.8 1983–1989 6.408 1984–1989 -0.322

Ireland 1987 13.8 n.a. n.a.

Italy 1991 13.5 1986–1991 0.398 n.a.

Luxembourg 1991 5.4 1985–1991 0.035 n.a.

Netherlands 1991 8.3 1983–1991 0.435 1987–1991 0.791

Norway 1991 4.9 1979–1991 -0.036 1986–1991 0.104

Spain 1990 12.3 1980–1990 -0.044 n.a.

Sweden 1992 3.0 1967–1992 -0.075 1987–1992 -0.127

Switzerland 1982 4.3 n.a. n.a.

UnitedKingdom 1991 18.5 1969–1991 0.528 1986–1991 1.189

UnitedStates 1991 24.1 1974–1991 0.322 1986–1991 -0.092
Note: Numbersshown arethe headcountratio using50 percentof medianadjusteddis-
posableincomeaspoverty line. Changesaremeasuredby the slopeof the regressionof
poverty rateonyear. Eachchild (under18) is countedonce.
Source:Authors’ calculationsfrom LIS database.

adivergencein rateswhenthepoverty line is raised.

Female-headedhouseholds

Therankingof personsliving in female-headedhouseholdsby relativepovertyrate,
shown in Table7, is muchmoresimilar to thatfoundfor childrenthanthatfor the
elderly. For all countries,the ratesaremuchhigherthanfor all persons.English-
speakingcountrieshavehighveryratesof poverty, centralEuropeanoneslowerand
northernEuropeanonesareclosestto thebottom,apatternsimilar to thatfoundfor
all persons.An interestingdifferencecomparedto earlierresultsis thatIrelandhas
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Fig. 11 Child poverty ordering.Hassediagramof normalizedpoverty gap(TIP)
dominanceusingLIS data.Fully relativepoverty
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Note: The poverty line is definedas60 percentof the overall adjustedmedianin
eachcountrywithin eachyear. Eachchild (under18) is countedonce.
Source:Authors’ calculationsfrom LIS data

acomparatively low rateof povertyamongthefemale-headedhouseholds.

The Hassediagramof the TIP poverty orderingamongpersonsliving in female-
headedhouseholds,shown in Figure13, is verycomplex, reflectingthelargenum-
ber of ties that the TIP dominancecomparisonsresult in. We exemplify this by
consideringhow Belgium,which hasa rateof 12.4percentendsup in thebottom
row, while Finland,which hasa rateof 17.5percentendsup nearthetop. It turns
out thatBelgiumhasin mostpairwisecomparisonsaslight crossingwith theother
countrycloseto theorigin. Thus,eventhoughBelgiumhasa low head-countratio
anda low averagepovertygap,it endsup in thebottomrow.
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Table6 Poverty ratesandpoverty trendsfor elderly

Latestyear LongestChange LatestChange

Country Year Poverty rate Years Time trend Years Change

Australia 1989 5.4 1981–1989 -0.446 1985–1989 -0.069

Austria 1987 1.2 n.a. n.a.

Belgium 1992 4.5 1985–1992 0.171 1988–1992 0.310

Canada 1991 8.3 1971–1991 -0.126 1987–1991 0.125

Denmark 1992 7.3 1987–1992 -0.039 n.a.

Finland 1991 6.0 1987–1991 0.118 n.a.

France 1989 8.1 1979–1989 0.258 1984.1–1989 -0.732

Germany 1989 4.2 1983–1989 4.800 1984–1989 -0.113

Ireland 1987 11.5 n.a. n.a.

Italy 1991 5.0 1986–1991 -0.257 n.a.

Luxembourg 1991 1.8 1985–1991 -0.226 n.a.

Netherlands 1991 5.4 1983–1991 -0.087 1987–1991 0.009

Norway 1991 4.8 1979–1991 0.118 1986–1991 0.196

Spain 1990 7.9 1980–1990 -0.237 n.a.

Sweden 1992 8.6 1967–1992 -0.346 1987–1992 -0.020

Switzerland 1982 2.7 n.a. n.a.

UnitedKingdom 1991 7.1 1969–1991 0.258 1986–1991 0.284

UnitedStates 1991 8.4 1974–1991 -0.033 1986–1991 0.252
Note:Numbersshown aretheheadcountratiousing50percentof medianadjusteddispos-
ableincomeaspoverty line.Changesaremeasuredby theslopeof theregressionof poverty
rateon year. Eachelderlyperson(over 65)personin thehouseholdis countedonce.
Source:Authors’ calculationsfrom LIS database.

5 The impact of public policy on poverty

We now turn to researchregardingthe impact of public policy on the extent of
poverty. We focusprimarily on accountingmodels,asfew behavioral modelshave
beenestimatedwith inter-countrydata.
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Fig. 12 Elderly poverty ordering.Hassediagramof normalizedpoverty gap(TIP)
dominanceusingLIS data.Fully relativepoverty
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Note: The poverty line is definedas60 percentof the overall adjustedmedianin
eachcountrywithin eachyear. Eachelderlyperson(over 65) personin thehouse-
hold is countedonce.
Source:Authors’ calculationsfrom LIS data

5.1 Measuringtheimpactof publicpolicyon poverty

In thinking abouthow public policy affects poverty in advancedeconomies,we
distinguishbetweentwo broadtypesof effects. The first startswith the simple
notionthatthedisposableincome� of a householdis thesumof incomeobtained
from ‘markets’ ( � ) (laborandcapital)lesstaxespaid( q ) plustransfersreceived( · ).

A ‘first order’ approachto analyzingthe impactof public policy definesit asthe
differencebetweenpoverty basedon market incomeandthatbasedon disposable
income(by somemeasurec ):

ces�g d=tu���@���'&v�#wZHWces]g d=t �������'&v�#w�)�ces�g d#t ���@���'&v�#w8HWces�g d=tu�����QHSq¦C5·3�'&
��w�) § - (16)
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Table7 Poverty ratesandpoverty trendsfor personsin female-headedhouseholds

Latestyear LongestChange LatestChange

Country Year Poverty rate Years Time trend Years Change

Australia 1989 41.6 1981–1989 0.316 1985–1989 -0.216

Austria 1987 28.9 n.a. n.a.

Belgium 1992 12.4 1985–1992 0.067 1988–1992 -0.438

Canada 1991 31.4 1971–1991 -0.921 1987–1991 0.290

Denmark 1992 18.1 1987–1992 -0.784 n.a.

Finland 1991 17.5 1987–1991 0.661 n.a.

France 1989 19.9 1979–1989 -0.463 1984.1–1989 -0.194

Germany 1989 16.9 1983–1989 17.373 1984–1989 -0.085

Ireland 1987 14.8 n.a. n.a.

Italy 1991 20.0 1986–1991 0.153 n.a.

Luxembourg 1991 18.1 1985–1991 1.085 n.a.

Netherlands 1991 15.6 1983–1991 0.868 1987–1991 1.581

Norway 1991 20.8 1979–1991 0.096 1986–1991 -1.468

Spain 1990 17.6 1980–1990 -0.247 n.a.

Sweden 1992 15.4 1967–1992 -0.918 1987–1992 -0.274

Switzerland 1982 20.7 n.a. n.a.

UnitedKingdom 1991 32.5 1969–1991 0.017 1986–1991 3.792

UnitedStates 1991 42.8 1974–1991 -0.025 1986–1991 -0.127

Note: Numbersshown arethe headcountratio using50 percentof medianadjusteddis-
posableincomeaspoverty line. Changesaremeasuredby the slopeof the regressionof
poverty rateonyear. Every personliving in a female-headedhouseholdis countedonce.
Source:Authors’ calculationsfrom LIS database.

This first-orderdefinition is thewronganswerto theequation‘what is the impact
of publicpolicy’ onpoverty, asthe“real” impactis

ces]g d=t ¸���@���'&v�#w8HWces�g d#tu�����4�'&v�#w�)¹¸§ � (17)

wherȩ� is thedistributionof marketincomewhichwouldprevail withoutthepublic
sectorinterventionin questionor, moreoften,undersomeotherpublic policies.A
commonview is thatthefirst-ordereffect

§
overestimatesthetrueeffect ¸§ , because

thequantity

ces�g d=tu���@���'&v�#wZH5ces�g d�t ¸���@���'&v�#w*) § H ¸§ ) § � (18)
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Fig. 13 Poverty orderingfor personsliving in female-headedhouseholds.Hasse
diagramof normalizedpovertygap(TIP) dominanceusingLIS data.Fully relative
poverty
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Note: The poverty line is definedas60 percentof the overall adjustedmedianin
eachcountrywithin eachyear. Every personliving in a female-headedhousehold
is countedonce.
Source:Authors’ calculationsfrom LIS data

is assumedto bepositive.Thatis, thedifferencein pre-publicsectorpovertyassum-
ing nobehavioral responsesvs.povertyafterfull behavioral responseis assumedto
bepositive,becausesomeindividualswork andsave lessin responseto taxesand
transfersthanthey would in theirabsence.35

Weconsideronly thecurrentbehavioral effectsof thepublicsectorthatoperatevia
directmoney flows.Thereareotherwaysin whichpublicpolicy canaffectpoverty.

35 Differenttax-transfermechanismsmayhave differenteffectson, say, laborsupply. For
example,benefitswhich are independentof market income,suchas universalchild al-
lowances,have only incomeeffects,whereasbenefitsthat dependon market incomewill
have bothpriceandincomeeffects.SeeDanziger, HavemanandPlotnick(1981)andMof-
fitt (1992)for estimatesof theseresponsesto theU.S.transfersystem.
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For instance,beliefsaboutfuturepoliciesregardingtaxescanaffect thewillingness
of personsto saveandinvestin eitherfinancialor humancapital.Suchlongerterm
effectsare,however, difficult to estimate,becausepolicieschangefrequentlyduring
an individuals’ lifetime. Thus,policy changesthat wereenactedduring the great
depressionmay have currentimpactsbecausethey inducedpeopleto alter their
educationaldecisionsor consumptionpatternsfrom what they would have been
in their absence.Tracingout the influencesof recentpolicy changesin order to
constructacrediblehypotheticaldistribution ¸ � is thusverydifficult.

For practicalpurposes,modelsthat revise first-orderestimatesof the impact of
policy onpovertytendto isolateasingle,oftencontemporaneous,policy parameter
in constructingthe measurȩ

§
. It is not clear that this yields assessmentsof the

public sector’s role thataresuperiorto thosegivenby thefirst-orderapproach.

5.2 Empirical evidenceon theimpactof publicpolicy onpoverty

First-order effects In Figure 14 we show a basicmeasureof poverty reduc-
tion achievedby thepublic sector, thecross-plotof disposableandmarket income
poverty rates.Theseareestimatedfrom LIS using50 percentof currentadjusted
disposableincomeasthe incomecut-off andshowing the head-countratio below
thatcut-off for bothincomevariables.

The countriestoward the top of the figure have a disposableincomepoverty rate
thatis mostsimilar to themarket incomepoverty rate;thosetowardthebottomre-
distributethemost,hencehave a greaterdifferencebetweentheserates.The lines
thataredrawn throughtheorigin dividethecountriesby thepercentagereductionin
poverty on moving from market to disposableincome,with the lines correspond-
ing to 0, 25, 50 and75 percentreductionsin poverty. The United States,for ex-
ample,hasa market incomepoverty ratethat is quite similar to thatof Australia,
Canada,the Netherlands,Italy, DenmarkandLuxembourg. But its disposablein-
comepovertyrateis muchhigherbecauseits systemof taxesandtransfershassuch
asmallanti-povertyeffect.

6 Poverty dynamics

Wedistinguishbetweentwo typesof studiesof povertyincidenceacrosstime,those
thatstudytheimpactof apovertyspell in adulthoodon futurespellsandthosethat
studytheimpactof a poverty spell in childhood.Theformerarecloselyrelatedto
thestudyof povertyandincomedynamics,whereasthelatterarecloselyconnected
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to the intergenerational transmissionof poverty.36

6.1 Intra-generationalpovertydynamics

Domesticsources Researchon thepersistenceof poverty requireslongitudinal
dataonindividualand/orhouseholdor family income.Theprototypedatasetis the
PanelStudyof IncomeDynamics(PSID) for theUnitedStates(Morgan,Duncan,
Hill andLepkowski, 1992),in which annualdataon family incomehasbeencol-
lectedstartingin 1967.Thereareseveralgoodoverviews of theU.S.experiences,
includingCorcoran,Duncan,GurinandGurin(1985),Duncanandetal (1984)and
Gottschalk,McLanahanandSandefur(1994).

A few studiesthat discusssomeof the theoreticalissues,including labor market
dynamics,matingandchildbearing– see(Muffels, 1992),Jenkins(1998)andes-
peciallyBurgessandPopper(1998).

Many studiesanalyze(mostoften male)earningsdynamicsandaremotivatedby
andexplicitly addressthepersistenceof low incomeandpoverty, suchasGeweke
andKeane(1996)andFritzell (1996).RodgersandRodgers(1993)developa way
of examining poverty persistencethat relies on the additive decomposabilityof
certainpoverty indices.Schluter(1997) provides evidenceon poverty dynamics
in Germany; Nolan andWhelan(1996a) usenon-incomemeasuresof poverty in
examininglong-andshort-rundynamics.

In Table 8 we show estimatedpoverty exit ratesfrom a few nationalstudiesin
Spain,theUnitedKingdomandtheUnitedStates.TheU.S.exit ratesby Baneand
Ellwood(1986)have servedasa modelfor numerousotherstudies.The resource
in all threecountriesis pre-taxincome,but measuredover differenttime periods.
As JarvisandJenkins(1997,p. 131) point out, exit andre-entryratesshouldbe
examinedtogether. High exit ratesalonearecompatiblewith incomedynamicsin
which only a smallpartof thepopulationsharesall of theburdenof poverty, with
only shortinterveningspellson non-poverty. This situationwould be revealedby
high re-entryrates.

Dif ferencesin following rules,incomeandhouseholddefinitions,adjustmentsfor
needsandlow-incomecut-offs make it difficult to compareestimatessuchasthe
above.However, thesimilarity of U.K andU.S.exit andre-entryestimatesis quite
striking.

36 Thereis considerableoverlapbetweenthe two. For instance,intergenerationalpoverty
could be studiedby looking at the poverty statusof the parentsbeforethe childrenwere
born,aswell asstudyingthepoverty statusof theparentsoncethechildrenareborn.
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Fig. 15Povertyandexit outof poverty
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Note:Povertyratesaremeasuredashavingadjustedincomelessthanhalf of current
medianin ÂzÃ andexit ratesastheheadcountof thosepoor in year Â with income
higherthan60 percentof median.The solid line is the regressionof exit rateon
poverty. Seeequation20 in text.
Source:Duncanet al. 1992,1993

Inter national sources Thereareonly a few comparativestudiesof poverty dy-
namics.GregDuncanhas,with anumberof collaborators,preparedseveralof them.
Duncanet al. (1993)analyzetheextent to which familieswith incomesbelow 50
percentof the medianin Â have incomesabove 60 percentof the poverty line inÂ ÄÅÃ . Thesearemorethan“exit” rates,asthefamiliesarerequiredto movesome
distanceabove thepoverty line.37

The estimatesareshown in Figure15, supplementedwith datafor Finland from
Duncanetal. (1992).Therelationshipbetweenthepovertyrateandtheescaperate
is inverse.i.e., thecountriesin whichagreaterpercentageof poorfamiliesexit out
of poverty, arethecountriesthathave lower ratesof poverty.

37 Thisexplainswhy theU.S.exit ratein Table8 is somuchhigherthanin Figure15.

50



Three-yearcumulative survival ratesfor Canada,WestGermany, the Netherlands
andtheUnitedStates,alsoestimatedby Duncanetal. (1993,p. 223),suggestamo-
bility orderingof countriessimilar to theonein Figure15.Theseresultschallenge
theview thatcountrieswith largeincomedifferencesandhighpovertyratesarethe
oneswith thegreatestmobility.

What kind of a relationshipis to be expectedbetweenthe probability of poverty
exit andthepovertyrate?Supposethatpovertyoutcomesbetweentwo consecutive
yearsareindependentandthatthepovertyrateis stable.It followsthattheexit rate,
Pr Æ�ÇAÈiÉ�Ê�Ë�Ì Ç!È�Í¦Î�Ë�Ï ,

PrÆ�ÇAÈiÉÐÊ�Ë%Ì ÇAÈ�Í3Î�Ë�ÏµÑ Pr Æ�ÇAÈiÉ�Ê�Ë%Ï PrÆ�ÇAÈ�Í3Î�Ë�Ï
Pr Æ�ÇAÈ�Í1Î�Ë�Ï ÑÒÃ4Ó Pr Æ�Ç�Î�Ë�ÏNÔ (19)

Thus,theslopeof a regressionof Pr Æ{ÇAÈiÉ�Ê�Ë�Ì ÇAÈ�Í¦Î�Ë%Ï onPr Æ�ÇAÈ�Í1Î�Ë�Ï wouldequalÓXÃ if outcomeswereindependentandpovertystationary. Estimatingthisregression
usingthedatafor theninecountriesin Figure15 yields

Pr Æ�Ç!ÈiÉÐÊ�Ë�Ì Ç!È�Í¦Î�Ë�ÏAÑÒÕ%Ö8ÔuÕ
( ×eÔØ× ) ÓXÃ�ÔuÙ

( Ö8ÔØ× ) Pr Æ�ÇAÈ�Í1Î�Ë�Ï
Ú=Û É Æ adjÏµÑ�Ö8ÔÝÜ.Þ�Ô (20)

If we ignorethat the incomedistribution is unlikely to bestationary, theextent to
which thecoefficient on Pr Æ�ÇAÈ�Í4Î�Ë�Ï is differentfrom ÓXÃ couldbeusedasa mea-
sureof theaveragepersistence(in excessof independence)of two-yearpoverty.38

Deleecket al. (1992)estimatetwo-yearpoverty andexit ratesout of poverty for
Belgium,Ireland,LorraineandLuxembourg andtheNetherlands.Exit ratesarees-
timated(usingthe EC standardof poverty) to vary between36 percentin Ireland
and59percentin theNetherlands(p. 102).Exit ratesfor householdswith anunem-
ployedhead(in thefirst year)arealwayslower, sometimesonly aboutonehalf of
theexit ratesof employedheads.An interestingfinding is that therelative risksof
enteringpovertyandstayingtherearefairly similar to therelative risksof beingin
poverty, asmeasuredin asingle-yearcross-section.Thus,thecorrelatesof poverty
risksasassessedusingcross-sectionsgive,at leastin thesedata,someindicationof
thecorrelatesof povertypersistence.39

38 Let theevent that ß�È�Í4àyá be â and ß�ÈiÉÐàyá be ã . Fromsimpleprobabilitydefinitions
it follows that the difference äYå Præiã+ç âéè*ê Præiã+è measuresthe extent to which there
is moreor lesspersistencethanwould bethecaseof â and ã wereindependent.Supposeä�åëä�ì2í9äzÍ Præiã+è . Then î�ê Præiã+ç âéè�å¨æ�î�ê�ä�ì�è>êQæ�î2í9äzÍ<è Præiã+è and,for povertypersistence
( ä�ï1ðyñ ) we would, indeed,observe the interceptlessthanoneandtheslopesmallerthan
negativeone.Theregressionin equation20wasestimatedusingtheninecountriespoverty
rate(headcount ratio of adjustedincomesbelow half of median)andexit rate(adjusted
incomemorethan60 percentof median)in measuredin thefollowing year.
39 Someaspectsof theDeleecketal. (1992)resultsraisequestions.For instance,only intact
householdsareincluded,sothatpovertyspellsof all individualscannotbeassessed.Also,
classifyingpeopleaccordingto statusin year 1 neglects the fact that they may change
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Thereis considerablemobility in the low endof the incomedistribution, andpat-
ternsof mobility dovaryacrosscountries.Recentstudiesof incomedynamicsques-
tion thetraditionalview that largedifferencesin incomesareassociatedwith high
mobility. Furtherresearch,usinglongerandlarger panelsandlooking at individ-
uals,wherepossible,ratherthan householdsis neededto gain further andmore
robustinsightsinto thecross-countrypatternsof longitudinalpoverty.40

6.2 Familybackgroundandpoverty

Domestic sources Many studiesmeasurethe effects of family backgroundon
adult poverty outcomesfor children in the United States;they are reviewed by
Corcoran(1995).Thesestudiesanalyzeactualpatternsof “transitions” between
childhoodand adult poverty status,measuredin a multitude of ways, including
welfarereceiptandlow incomes.Researchershaveaddressedvariousexplanations
for theobservedcorrelationof adultandchild poverty outcomes,in particularthe
effect of environmentalandsocialinfluencesin childhood,suchasexperiencinga
parentaldivorce,growing up in a high-povertyneighborhood,andsoon.

TheU.S.literaturewasmadepossibleby two projects– thePanelStudyof Income
Dynamics(PSID)andtheNationalLongitudinalSurvey (NLS) – thatcollectlongi-
tudinalinformationonsocio-economicphenomenaat theindividualandhousehold
level andthathave beenrunninglong enoughfor both parentsandchildrento be
observedin adulthood.

Othercountrieshavehithertonotgatheredsuchdataor havebegunto dosoonly re-
centlyand,consequently, little is known abouttheir actualtransmissionof poverty
statusacrossgenerations.41 Studiesin thesecountrieshave relied on dataon the
parentsthathave beenrecalledby thechildrenin adulthood,a sourcethatsuffers
from large andpossiblynon-randomerrors.Dataon backgroundfactors,suchas
parentaleducation,occupation,family structureduring childhoodandresidential
location,typically enteredascovariatesin explainingadultoutcomes,arelikely to
suffer from lessrecallerror thaninformationaboutparentalincome.Explanations

their statusbetweenthe first andsecondwave. Moreover, the datasometimescover two
consecutive years(NL, Lo, Lu) and sometimestwo yearsthat are one year apart.This
would,if exit rateswereconstantacrosscountries,generatedifferentexit ratesasmeasured
in thepanel.
40 For additionalreferencesanddiscussion,seeDuncanet al. (1992),Duncanet al. (1993)
andBurkhauser, Holtz-EakinandRhody(1998).SeealsoAtkinson,BourguignonandMor-
risson(1992).
41 Thereis at leastoneexceptionto this, the U.K. NationalChild DevelopmentSurvey,
which sampledall childrenborn in Britain duringa singleweekin 1951.Dataon thepar-
entswascollectedat the time of birth andthe childrenhave sincebeenfollowed up at 5
occasions.Apparentlythesedatacontainonly poorinformationaboutparentalincome.
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Table9 Adult outcomesby childhoodpoverty in theUnitedStates

Childhoodpovertystatus

EarlyAdult Outcomes Black White

Poor Non-poor Poor Non-poor

Meanschooling 12.3 12.9 11.1 13.5

Averagefamily income(1980USD) 16,980 22,778 22,141 33,655

Averageratio of incometo needs 2.1 3.0 2.6 4.4

Percentwho arepoorasadults 24.9 9.6 9.3 1.2

Note:Sample:Adults aged27 to 35 yeasin 1988from thePSID.Child outcomes
areobservedstartingin 1968for 3–13yearsbeforeage17 andadultoutcomesfor
3-11yearsafterage24.n = 969(blacks)and1306(whites).
Source:Corcoran(1995),Table1, p 247.

of poverty outcomesthatmake useof parentalbackgroundinformationare,there-
fore,likely to bemorereliablethanactualpatternsof incomeandpovertymobility.

Growing up in a poorhouseholdin theUnitedStatesis adverselyassociatedwith
adultsocio-economicoutcomes.Educationalattainmentandaveragefamily income
areworseandpoverty risks arehigher (Table9). It would appearthat racemat-
ters.While theoutcomesfor blacksareoverall lower thanfor whites,growing up
in poverty appearsto be associatedwith larger differencescomparedto the non-
poor for whites.This is also evident in poverty transitionsbetweengenerations
(Table10). Most studiesthat attemptto control for backgroundfactorsin a mul-
tivariatecontext suggestsubstantialparentalincomeinfluenceson adultoutcomes
(Corcoran,1995).

Someevidenceon the intergenerationaltransmissionof poverty is availablefrom
the United Kingdom. Namely, Atkinson, MaynardandTrinder (1983) tracedthe
adultchildrenof thesampleusedby SeebohmRowntreeandassociatesin the1950s
in York (seeRowntreeandLavers,1951).Usingdataof limited geographiccover-
ageto gaugethebivariatedistributionof parent-childincomeis subjectto anumber
of limitations, as is usingmainly single-yearmeasuresof income.42 The authors
discusstheselimitationsandalsocomparecross-sectionaldatafrom their resulting
followed-upsamplewith nationallyrepresentative ones.While the datafall short
of theidealof a nationallyrepresentativepanelwith long-runincomefor bothpar-
entsandchildren,Atkinsonet al. (1983)carefullyconstructedincomeinformation
andwerevery explicit aboutthepossibleshortcomingsof thedata.Moreover, the
children were sampledthroughthe follow-up at a stagein their life-cycle quite
similar to thatof their parents,which avoids theproblemthat thecorrelationof a

42 See(Jenkins,1987)and(Solon,1989).
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Table10 Transitionsbetweenchildhoodandearlyadultpoverty

Childhoodupbringing Early adultoutcomes

Percent Percentpoor1- Percentpoor51-

Povertystatusduringchildhood neverpoor 50 % of year 100%of years

Black

Neverpoor 73.8 17.9 8.3

Poor1-50% of years 63.3 17.0 19.8

Poor51-100% of years 53.7 19.9 26.4

White

Neverpoor 89.8 9.0 1.2

Poor1-50% of years 77.9 18.6 3.7

Poor51-100% of years 75.9 14.3 9.3

Note:Sample:Adults aged27 to 35 yearsin 1988from thePSID.Child outcomes
areobservedstartingin 1968for 3–13yearsbeforeage17 andadultoutcomesfor
3-11yearsafterage24.n = 969(blacks)and1306(whites).
Source:Corcoran(1995),Table2, p 248.

youngpersonsannualincomewith herlong-runincomemaybequitelow (seee.g.
Björklund, 1993).Examiningpatternsof intergenerationallow incomeincidence
is instructive. We show the ×óò�× transitionmatrix for the followed-upsamplein
Table11.

Given the differencesin incomedefinitions,sampledesignandcoverage,andso
on, it is not easyto comparethesefiguresto U.S. numbers.The oddsof children
of low incomeparentsthatremainlow incomeratherthanbecomecomfortablyoff
is 2.6. The oddsthat comfortablyoff childrenremainso ratherthanbecomelow
incomeis 1.7.While theoddsof stayingpoorandcomfortablyoff arequitehigh,
thereis alsosubstantialmovementacrossincomeclasses.

Inter national sources Thereexist nocomparativestudiesthatcompareintergen-
erationalpoverty transitions.Indirect evidencecanbe inferred from work on in-
tergenerationalincomecorrelations.As longerpaneldatahave becomeavailable,
studiesthat estimatethe intergenerationalcorrelationin earnings,most often of
fathersandsonsasyoungadults,havebecomemorecommon.

Subjectto stringentassumptionsregardingfunctionalform, estimatesof the inter-
generationalcorrelationscanbeusedto illustrateearningsoutcomes.For example,
in Table12 we show thepatternsof mobility betweendifferentearningsclassesin
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Table 11 Intergenerationalincome transition matricesin the United Kingdom
(York)

Parent Children

Low income Intermediate Comfortablyoff

Low income 48.2 33.3 18.5

Intermediate 25.8 35.1 39.1

Comfortablyoff 26.5 29.1 44.1
Note: Incomesaredefinedasfamily earnings,transfers,other incomelesstaxes,
national insurancecontributions,other deductionsand housingcosts.Theseare
thendividedby theNationalAssistance(Parents,1950)or SupplementaryBenefit
(Children,1975-8)scale.The observationsareclassifiedas ’ low income’ if they
arebelow 1.4timestheNA/SB scale,’intermediate’if between1.4-1.99and’com-
fortablyoff ’ if they havemorethantwicetheNA/SB scale.Theoverallsamplesize
is 1430.
Source:(Atkinson et al., 1983),Table 5.6, p. 81. Seealso p. 71 for the income
definitionsandpp.46–52for samplefollow-upprocedures.

Swedenandthe United States,given estimatedcorrelationsandthe assumptions
that(a) thesons’long-runearningsvarianceis equalto thatof thefathers’and(b)
thedataaredrawn from a bivariatelog-normaldistribution. The resultssuggesta
considerablyhigher‘poverty’ persistencein theUnitedStatesrelative to Sweden,
a patternthat is accountedfor by boththehighercorrelationandthehighercross-
sectionalvariance.The assumptionsthatunderliethepresentnumbersarestrong.
Moreover, thenumbersin Table12referto long-runearnings(measuredquiteearly
in thesonslife). Whenlongerpaneldatasetsbecomeavailablein othercountries,
furtherresearchcanexamineif findingssuchastheabovepersistwhenparametric
assumptionsarerelaxed.

7 Summary

In this chapter, we have revieweddefinitionalissuesthatarisein assessingtheex-
tentof andchangein povertyin westernindustrializedcountries.Many issuesmust
beresolvedprior to (andafter)analyzingempiricalevidenceon poverty, including
thechoiceof resource,level of povertyline andappropriateadjustmentsfor thesize
andtypeof theincome-sharingunit. Thespecificchoicesthataremadew.r.t these
issuesandanumberof othersinfluencetheextentof measuredpoverty. Theobjec-
tiveof assessingpoverty is, however, oftencomparative: to comparethechangein
poverty over time within a countryor acrosscountries.We suggestedthatspecific
measurementchoicesarein thatcaselesslikely to affectapovertyorderingarrived
atusingthesamemethodsthanthey areto affect thelevel in any countryatapoint
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in time.

Wereviewedtheexistingempiricalevidenceandpresentedourownestimatesusing
theLIS database,anddemonstratedthattheresultsaresensitive to thedefinitional
issuesdiscussed.Dependingonhow resources,povertylinesandequivalencescales
aredefined,for instance,poverty in Irelandincreaseda lot, a little, did not change
or decreaseda lot usingthe samedatasetbetweentwo years.Nonetheless,when
we apply a consistentdefinition of poverty to the datasetsavailable in LIS, we
find thatcertaincountrieshavepoverty ratesthatareclearlyhigher(or lower) than
thosein othercountries.However, thereis little evidencefor a uniform trend in
povertyacrosscountries– in recentyears,povertyhasincreasedin somecountries
anddecreasedin others.

Looking at thefirst-orderimpactof thepublic sectorsuggeststhat countrieswith
similar ratesof market incomepoverty canhave very differentpoverty ratesonce
taxesandtransfershave beenreceived.Longitudinalaspectsof poverty have been
mostextensively studiedwheresuitabledataareavailable,mostoftenin theUnited
States.Lookingatcross-nationalevidencesuggeststhatmuchremainsto belearned
aboutthepatternsof intra-andintergenerationalpovertymobility andtheir covari-
ates.Given that longitudinal datathat enablethe study also on a cross-national
basisof theseissuesareincreasinglyavailable,this is anareawhereourknowledge
is likely to expandrapidly.

57



A Data sources

TableA.1: Poverty rates

Country Years Poverty rate Resource Poverty line Equivalencescale Reference

Australia 1981,1985 12.5,12.3 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1981,1985,1989 14.4,15.7,16.1 disposableincome 50 percentof aver-
age

OECD Cantillon, Marx
andBosch(1996)

1981.5,1989.5 9.4,15.0 IncomeAHC Hendersonpoverty
line

New York Budget
Survey of 1954

Saunders(1997)

1981.5,1989.5 10.2,16.4 IncomeBHC Hendersonpoverty
line

New York Budget
Survey of 1954

Saunders(1997)

Austria 1987 6.7 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

Belgium 1985,1988 2.9,4.7 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1985,1988,1992 5.8,6.2,5.5 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

1987,1989 6.1,5.7 disposableincome 50 percentof aver-
ageincome

OECD Deleeck et al.
(1992)

1987,1989 21.4,22.4 disposableincome CSP impliedby CSP Deleeck et al.
(1992)

1987,1989 24.9,20.7 disposableincome SPL impliedby SPL Deleeck et al.
(1992)

1987,1989 2.9,2.7 disposableincome legal implied by legal
standard

Deleeck et al.
(1992)

1976,1980,1985 7.9,7.6,7.2 disposableincome 50 percentof aver-
age disposablein-
come

OECD O’Higgins and
Jenkins(1990)

1978-79,1987-88 4.7,7.4 expenditure 50 percentof aver-
age

(1,.5,.3) de Vos and Zaidi
(1996)

Canada 1981,1987 12.6,12.2 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1975, 1981, 1987,
1991

10.2,9.0,8.1,7.6 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

1970, 1973, 1979,
1986

17.0,10.6,7.8,7.1 income US poverty level
(1985PPP)

USpoverty Blank andHanratty
(1993)

Catalonia 1988 15.1 disposableincome 50 percentof aver-
ageincome

OECD Deleeck et al.
(1992)

1988 31.3 disposableincome CSP impliedby CSP Deleeck et al.
(1992)

1988 37.3 disposableincome SPL impliedby SPL Deleeck et al.
(1992)

Denmark 1987,1992 8.9,5.5 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

1977,1980,1985 12.4,13.0,14.7 disposableincome 50 percentof aver-
age disposablein-
come

OECD O’Higgins and
Jenkins(1990)

1976, 1977, 1978,
1979, 1980, 1981,
1982, 1983, 1984,
1985, 1986, 1987,
1988,1989,1990

11.53,11.35,10.78,
10.15, 9.60, 10.20,
11.35,10.87,10.01,
10.17, 9.95, 9.06,
9.72,9.62,10.34

disposableincome 50 percent of ad-
justedmedian

OECD PedersenandSmith
(1996)

EC 1973/77, 1978/81,
1984/85

12.8,12.6,13.9 disposableincome 50 percentof aver-
age disposablein-
come

OECD O’Higgins and
Jenkins(1990)

Finland 1987 5.0 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1987,1991 5.5,6.4 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

1966, 1971, 1976,
1981,1985

20.1,12.8,5.1,4.9,
2.9

disposableincome Official (currentna-
tionalpension)

OECD Gustafsson and
Uusitalo(1990)

1971, 1976, 1981,
1985, 1990, 1991,
1992,1993

8.8, 5.1, 5.8, 3.5,
2.7,3.6,3.4,3.2

disposableincome 50 percent of dis-
posablemedian

OECD Jäntti and Ri-
takallio (1996a)

1981,1985,1990 4.9,3.5,2.5 disposableincome 50 percentof me-
dian

OECD Jäntti and Ri-
takallio (1996b)

France 1979,1984 8.2,7.5 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1979,1984 13.2,11.9 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

continuedonnext page
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continuedfrom previouspage

Country Years Poverty rate Resource Poverty line Equivalencescale Reference

1975,1979,1985 19.9,17.7,17.5 disposableincome 50 percentof aver-
age disposablein-
come

OECD O’Higgins and
Jenkins(1990)

1984-85,1989 12.4,14.7 expenditure 50 percentof aver-
age

(1,.5,.3) de Vos and Zaidi
(1996)

Germany 1984 6.5 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1978,1983 8.2,8.0 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

1983,1987,1990 8.3,7.7,8.8 income 1,.8,.45-.9 Hauserand Becker
(1993)

1973,1978,1985 8.8,6.7,8.5 disposableincome 50 percentof aver-
age disposablein-
come

OECD O’Higgins and
Jenkins(1990)

1983,1988 8.9,9.7 expenditure 50 percentof aver-
age

(1,.5,.3) de Vos and Zaidi
(1996)

Greece 1988 19.9 disposableincome 50 percentof aver-
ageincome

OECD Deleeck et al.
(1992)

1988 42.6 disposableincome CSP impliedby CSP Deleeck et al.
(1992)

1988 42.0 disposableincome SPL impliedby SPL Deleeck et al.
(1992)

1974,1981,1985 26.6,24.2,24.0 disposableincome 50 percentof aver-
age disposablein-
come

OECD O’Higgins and
Jenkins(1990)

1982,1988 18.1,17.9 expenditure 50 percentof aver-
age

(1,.5,.3) de Vos and Zaidi
(1996)

Iceland 1986, 1988, 1989,
1991, 1992, 1993,
1995

9.8, 9.5, 8.0, 9.0,
9.8,10.5,12.5

Ólafsson and Sig-
urdsson(1996)

Ireland 1987 10.7 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1973,1980,1987 15.9,17.4,21.2 disposableincome 50 percentof aver-
age

1,.6,.4 Cantillon et al.
(1996)

1987,1989 17.2,17.3 disposableincome 50 percentof aver-
ageincome

OECD Deleeck et al.
(1992)

1987,1989 29.6,32.0 disposableincome CSP impliedby CSP Deleeck et al.
(1992)

1987,1989 31.6,39.6 disposableincome SPL impliedby SPL Deleeck et al.
(1992)

1987,1989 8.0,5.0 disposableincome legal implied by legal
standard

Deleeck et al.
(1992)

1973,1980,1985 16.4,16.9,22.0 disposableincome 50 percentof aver-
age disposablein-
come

OECD O’Higgins and
Jenkins(1990)

Italy 1975,1980,1984 10.6,9.4,11.7 disposableincome 50 percentof aver-
age disposablein-
come

OECD O’Higgins and
Jenkins(1990)

1985,1989 18.6,21.1 expenditure 50 percentof aver-
age

(1,.5,.3) de Vos and Zaidi
(1996)

Lorraine 1987,1989 9.7,10.8 disposableincome 50 percentof aver-
ageincome

OECD Deleeck et al.
(1992)

1987,1989 26.6,30.8 disposableincome CSP impliedby CSP Deleeck et al.
(1992)

1987,1989 29.1,26.5 disposableincome SPL impliedby SPL Deleeck et al.
(1992)

1987,1989 5.7,4.0 disposableincome legal implied by legal
standard

Deleeck et al.
(1992)

Luxembourg 1985 5.4 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1987,1989 7.6,7.6 disposableincome 50 percentof aver-
ageincome

OECD Deleeck et al.
(1992)

1987,1989 14.7,14.5 disposableincome CSP impliedby CSP Deleeck et al.
(1992)

1987,1989 23.2,12.5 disposableincome SPL impliedby SPL Deleeck et al.
(1992)

1987,1989 6.4,5.0 disposableincome legal implied by legal
standard

Deleeck et al.
(1992)

Netherlands 1983,1987 6.6,4.9 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1986,1987,1988 6.5,8.3,9.2 disposableincome legalpoverty line thoseimpliedby le-
galpoverty line

Dirven and Bergh-
man(1992)

continuedonnext page
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continuedfrom previouspage

Country Years Poverty rate Resource Poverty line Equivalencescale Reference

1986,1987,1988 12.1,12.7,14.7 disposableincome subjective poverty
line

those implied by
subjective poverty
line

Dirven and Bergh-
man(1992)

1983,1987,1991 9.3,8.3,7.7 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

1987,1989 7.1,7.2 disposableincome 50 percentof aver-
ageincome

OECD Deleeck et al.
(1992)

1987,1989 12.4,10.9 disposableincome CSP impliedby CSP Deleeck et al.
(1992)

1987,1989 8.6,15.9 disposableincome SPL impliedby SPL Deleeck et al.
(1992)

1987,1989 8.5,7.2 disposableincome legal implied by legal
standard

Deleeck et al.
(1992)

1977,1981,1985 6.6,7.0,7.4 EDI 50 percentof aver-
age disposablein-
come

OECD O’Higgins and
Jenkins(1990)

1980,1988 4.7,4.8 expenditure 50 percentof aver-
age

modified OECD
(1,.5,.3)

de Vos and Zaidi
(1996)

1979, 1982, 1984,
1985, 1986, 1987,
1988, 1990, 1991,
1992,1993

5.2, 5.0, 3.3, 4.4,
4.9, 5.6, 6.5, 5.6,
5.7,5.9,6.3,5.5

disposableincome 50 percentof me-
dian disposablein-
come

OECD Aaberge, Andersen
and Wennemo
(1996)

1979, 1982, 1984,
1985, 1986, 1987,
1988, 1990, 1991,
1992,1993

6.3, 6.2, 3.9, 4.9,
4.5, 5.0, 6.4, 5.8,
5.7,5.6,5.7,4.5

disposableincome 50 percentof oerv-
time average me-
dian

OECD Aaberge et al.
(1996)

1979, 1982, 1984,
1985, 1986, 1987,
1988, 1990, 1991,
1992,1993

5.5, 5.6, 4.3, 4.6,
5.2, 5.1, 5.5, 6.2,
6.4,6.5,7.1,5.5

disposableincome legalpension OECD Aaberge et al.
(1996)

1979, 1982, 1984,
1985, 1986, 1987,
1988, 1990, 1991,
1992,1993

5.1, 4.5, 3.4, 3.1,
3.7, 3.7, 4.0, 4.1,
4.1,4.6,5.2,5.0

net income 50 percentof me-
dian disposablein-
come

OECD Aaberge et al.
(1996)

1979, 1982, 1984,
1985, 1986, 1987,
1988, 1990, 1991,
1992,1993

7.3, 7.3, 4.8, 3.3,
3.3, 2.5, 3.0, 3.9,
3.8,3.9,4.4,4.1

net income 50 percent of the
over-time average
medians

OECD Aaberge et al.
(1996)

1979, 1982, 1984,
1985, 1986, 1987,
1988, 1990, 1991,
1992,1993

5.0, 4.4, 3.1, 2.7,
2.8, 1.9, 2.0, 3.1,
3.5,3.3,4.3,3.6

net income legalpension OECD Aaberge et al.
(1996)

1979,1986 5.0,7.3 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1979,1986,1991 4.8,6.4,5.3 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Portugal 1973/74, 1981,
1985

23.4,27.8,28.0 disposableincome 50 percentof aver-
age disposablein-
come

OECD O’Higgins and
Jenkins(1990)

1980,1989 26.4,24,5 expenditure 50 percent of na-
tionalaverage

(1,.5,.3) de Vos and Zaidi
(1996)

Spain 1973,1980,1985 20.0,20.5,20.0 disposableincome 50 percentof aver-
age disposablein-
come

OECD O’Higgins and
Jenkins(1990)

1980,1990 17.5,15.9 expenditure 50 percentof aver-
age

(1,.5,.3) de Vos and Zaidi
(1996)

Sweden 1981,1987 5.4,7.6 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1975, 1981, 1987,
1992

5.2,4.6,6.3,6.0 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

1975, 1978, 1980,
1981, 1982, 1983,
1984, 1985, 1986,
1987, 1988, 1989,
1990, 1991, 1992,
1993

3.8, 2.7, 3.1, 3.5,
3.8, 3.9, 4.1, 4.6,
4.0, 4.3, 3.9, 4.4,
4.6, 4.8, 5.1, 5.2,
5.7

disposableincome 50 percent of dis-
posablemedian

OECD Gustafsson(1996)

1975, 1978, 1980,
1981, 1982, 1984,
1985

11.8, 9.1, 8.0, 8.2,
9.8,10.4,8.6

disposableincome Official (Soc.Ass
guidelinesof 1985)

OECD Gustafsson and
Uusitalo(1990)

Switzerland 1982 8.0 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

UK 1979,1986 9.2,9.1 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1974,1979,1986 11.4,10.8,13.0 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

continuedonnext page

60



continuedfrom previouspage

Country Years Poverty rate Resource Poverty line Equivalencescale Reference

1978, 1982, 1985,
1988,1991

6.8,7.8,10.7,18.3,
20.4

Income(BHC) .61,.4,.09-.36 Goodman and
Webb(1994)

1975,1980,1985 6.7,9.2,12.0 disposableincome 50 percentof aver-
age disposablein-
come

OECD O’Higgins and
Jenkins(1990)

1985,1988 12.8,14.9 expenditure 50 percentof aver-
age

(1,.5,.3) de Vos and Zaidi
(1996)

US 1979,1986 16.6,18.4 disposableincome 50 percentof me-
dian

squareroot Atkinson et al.
(1995)

1974, 1979, 1986,
1991

18.8, 18.6, 22.6,
22.6

disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

1959, 1960, 1961,
1962, 1963, 1964,
1965, 1966, 1967,
1968, 1969, 1970,
1971, 1972, 1973,
1974, 1975, 1976,
1977, 1978, 1979,
1980, 1981, 1982,
1983, 1984, 1985,
1986, 1987, 1988,
1989, 1990, 1991,
1992, 1993, 1994,
1995

18.5, 18.1, 18.1,
17.2, 15.9, 15.0,
13.9, 11.8, 11.4,
10.0, 9.7, 10.1,
10.0, 9.3, 8.8, 8.8,
9.7, 9.4, 9.3, 9.1,
9.2, 10.3, 11.2,
12.2, 12.3, 11.6,
11.4, 10.9, 10.7,
10.4, 10.3, 10.7,
11.5, 11.9, 12.3,
11.6,10.8

money income USpoverty line USpoverty line U.S. Bureauof the
Census(n.d.)

1970, 1973, 1979,
1986

10.1,9.5,9.0,11.6 income US officical
poverty line

USpoverty scale Blank andHanratty
(1993)

Note:

Source:
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TableA.2: Poverty ratesof children

Country Years Poverty rate Resource Poverty line Equivalencescale Reference

Australia 1981, 1985,
1989

16.4,17.0,18.3 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Australia 1982, 1986,
1990

14.0,13.1,14.0 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize�������	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

Austria 1987 4.8 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

Belgium 1985, 1988,
1992

4.7,4.9,4.9 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Belgium 1985, 1988,
1992

3.4,3.1,3.8 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ��� � head’s age- 45 �

Rainwater and
Smeeding(1995)

Canada 1975, 1981,
1987,1991

16.5, 17.9, 18.1,
17.5

disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Canada 1971, 1975,
1981, 1987,
1991

15.2, 14.6, 13.9,
13.6,13.5

disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize�������	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

Denmark 1987,1992 4.0,3.6 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Denmark 1987,1992 5.3,3.3 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

Finland 1987,1991 3.4,3.1 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Finland 1987,1991 2.9,2.5 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ��� � head’s age- 45 �

Rainwater and
Smeeding(1995)

France 1979,1984 12.8,13.1 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

France 1979,1984 6.4,6.5 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

Germany 1978,1983 4.9,6.5 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Germany 1985,1989 4.0,3.2,4.8 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

Germany 1985,1989 6.4,6.8 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ��� � head’s age- 45 �

Rainwater and
Smeeding(1995)

Ireland 1973, 1980,
1987

15.7,18.5,26.0 disposableincome 50 percentof aver-
age

1,.6,.4 Cantillon et al.
(1996)

Ireland 1987 12.0 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

Israel 1979,1986 8.2,11.1 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

Italy 1986,1991 10.8,9.6 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ��� � head’s age- 45 �

Rainwater and
Smeeding(1995)

Luxembourg 1985 4.1 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

Netherlands 1983, 1987,
1991

7.0,8.9,9.2 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Netherlands 1985 4.1 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

Norway 1979, 1985,
1991

4.5,6.0,8.2 Disposableincome 50 percentof me-
dian

OECD Aaberge et al.
(1996)

Norway 1979, 1985,
1991

4.1,3.4,5.8 Net income 50 percentof me-
dian

OECD Aaberge et al.
(1996)

Norway 1979, 1986,
1991

4.4,3.9,3.9 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Norway 1979, 1986,
1991

3.8,3.8,4.6 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

continuedon next page
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Country Years Poverty rate Resource Poverty line Equivalencescale Reference

Sweden 1975, 1981,
1987,1992

2.1,4.5,3.1,2.6 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Sweden 1967, 1975,
1981, 1987,
1992

3.3, 1.9, 3.9, 3.0,
2.7

disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ��� � head’s age- 45 �

Rainwater and
Smeeding(1995)

Switzerland 1982 3.3 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

UK 1974, 1979,
1986

10.8,10.7,17.4 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

UK 1969, 1974,
1979,1986

5.4,7.0,8.5,9.9 disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

US 1974, 1979,
1986,1991

22.8, 24.1, 30.7,
30.3

disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

US 1969, 1974,
1979, 1986,
1991

13.1, 17.3, 18.5,
22.9,21.5

disposableincome 50 percentof me-
dian disposablein-
come ú#û üý=þ�ÿ�� hhsize� � ���	�
 ���
� head’s age- 45 �

Rainwater and
Smeeding(1995)

Note:

Source:
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TableA.3: Poverty ratesof elderly

Country Years Poverty rate Resource Poverty line Equivalencescale Reference

over65

Australia 1981, 1985,
1989

29.9,33.4,32.5 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Australia 1981,1985 30.6,33.9 Grossincome 50 percentof me-
dian equivalent
grossincome

OECD Phipps(1994)

Belgium 1985, 1988,
1992

11.3,10.6,10.6 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Canada 1975, 1981,
1987,1991

34.5,24.6,14.3,8.6 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Canada 1981,1987 22.0,12.8 Grossincome 50 percentof me-
dian equivalent
grossincome

OECD Phipps(1994)

Denmark 1987,1992 25.9,6.3 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Finland 1987,1991 10.1,14.4 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

France 1979,1984 16.0,7.3 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Germany 1978,1983 20.9,18.8 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Ireland 1973, 1980,
1987

33.8,24.4,9.7 disposableincome 50 percentof aver-
age

1,.6,.4 Cantillon et al.
(1996)

Netherlands 1983, 1987,
1991

6.4,2.7,7.2 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Norway 1979, 1985,
1991

8.0,2.9,0.7 Disposableincome 50 percentof me-
dian

OECD Aaberge et al.
(1996)

Norway 1979, 1985,
1991

8.9,3.2,0.8 Net income 50 percentof me-
dian

OECD Aaberge et al.
(1996)

Norway 1979, 1986,
1991

6.7,16.4,9.5 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Sweden 1975, 1981,
1987,1992

8.6,0.9,4.3,4.9 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Sweden 1981,1987 5.8,11.4 Grossincome 50 percentof me-
dian equivalent
grossincome

OECD Phipps(1994)

UK 1974, 1979,
1986

34.4,25.9,13.3 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

US 1974, 1979,
1986,1991

31.4, 28.9, 28.3,
26.1

disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

US 1981,1985 32.1,29.3 Grossincome 50 percentof me-
dian equivalent
grossincome

OECD Phipps(1994)

Note:

Source:
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TableA.4: Poverty ratesof women

Country Years Poverty rate Resource Poverty line Equivalencescale Reference

Women

Denmark 1976, 1980,
1985,1990

12.93,11.30,11.67,10.80disposableincome 50 percentof me-
dian

OECD PedersenandSmith
(1996)

Norway 1979, 1985,
1991

3.3,4.0,4.9 Net income 50 percentof me-
dian

OECD Aaberge et al.
(1996)

Norway 1979, 1985,
1991

2.6,3.0,4.0 Net income 50 percentof me-
dian

OECD Aaberge et al.
(1996)

UK 1971, 1976,
1981,1988

9, 7, -5, 1 householdnet (dis-
posable)income

40 percentof aver-
age disposablein-
comein 1979

McClementsscale Jenkins and
O’Leary (1998)

UK 1971, 1976,
1981,1988

7, 6, -2, -1 householdnet (dis-
posable)income

40 percentof cur-
rentaveragedispos-
ableincome

McClementsscale Jenkins and
O’Leary (1998)

UK 1971, 1976,
1981,1988

14,11,1, -1 householdnet (dis-
posable)income

50 percentof aver-
age disposablein-
comein 1979

McClementsscale Jenkins and
O’Leary (1998)

UK 1971, 1976,
1981,1988

13,11,3, 5 householdnet (dis-
posable)income

50 percentof cur-
rentaveragedispos-
ableincome

McClementsscale Jenkins and
O’Leary (1998)

UK 1971, 1976,
1981,1988

13,13,5, 4 householdnet (dis-
posable)income

60 percentof aver-
age disposablein-
comein 1979

McClementsscale Jenkins and
O’Leary (1998)

UK 1971, 1976,
1981,1988

14,13,8, 8 householdnet (dis-
posable)income

60 percentof cur-
rentaveragedispos-
ableincome

McClementsscale Jenkins and
O’Leary (1998)

UK 1979, 1981,
1987, 1988.5,
1990.5

5, -1, -2, -3, -8 householdnet (dis-
posable)income

40 percentof aver-
age disposablein-
comein 1979

McClementsscale Jenkins and
O’Leary (1998)

UK 1979, 1981,
1987, 1988.5,
1990.5

5, -1, 1, 6, 6 householdnet (dis-
posable)income

40 percentof cur-
rentaveragedispos-
ableincome

McClementsscale Jenkins and
O’Leary (1998)

UK 1979, 1981,
1987, 1988.5,
1990.5

13,3, 4, 6, 3 householdnet (dis-
posable)income

50 percentof aver-
age disposablein-
comein 1979

McClementsscale Jenkins and
O’Leary (1998)

UK 1979, 1981,
1987, 1988.5,
1990.5

13,3, 7, 9, 11 householdnet (dis-
posable)income

50 percentof cur-
rentaveragedispos-
ableincome

McClementsscale Jenkins and
O’Leary (1998)

UK 1979, 1981,
1987, 1988.5,
1990.5

16,9, 7, 9, 8 householdnet (dis-
posable)income

60 percentof aver-
age disposablein-
comein 1979

McClementsscale Jenkins and
O’Leary (1998)

UK 1979, 1981,
1987, 1988.5,
1990.5

16,9, 10,11,12 householdnet (dis-
posable)income

60 percentof cur-
rentaveragedispos-
ableincome

McClementsscale Jenkins and
O’Leary (1998)

Femalehead

Australia 1981, 1985,
1989

39.4,42.1,42.5 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Australia 1981,1985 32.9,34.9 Grossincome 50 percentof me-
dian equivalent
grossincome

OECD Phipps(1994)

Belgium 1985, 1988,
1992

9.0,13.8,9.9 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Canada 1975, 1981,
1987,1991

42.7, 35.4, 27.8,
26.9

disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Canada 1981,1987 29.4,26.1 Grossincome 50 percentof me-
dian equivalent
grossincome

OECD Phipps(1994)

Denmark 1987,1992 20.2,13.7 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Finland 1987,1991 15.9,20.7 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

France 1979,1984 23.4,15.1 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Germany 1978,1983 28.7,22.1 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Ireland 1973, 1980,
1987

15.9,17.4,21.2 disposableincome 50 percentof aver-
age

1,.6,.4 Cantillon et al.
(1996)

Netherlands 1986, 1987,
1988

17.2,16.7,15.0 disposableincome legal poverty line thoseimpliedby le-
galpoverty line

Dirven and Bergh-
man(1992)

Netherlands 1986, 1987,
1988

36.1,38.0,38.3 disposableincome subjective poverty
line

those implied by
subjective poverty
line

Dirven and Bergh-
man(1992)

continuedonnext page
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Country Years Poverty rate Resource Poverty line Equivalencescale Reference

Netherlands 1983, 1987,
1991

11.6,10.9,12.1 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Norway 1979, 1986,
1991

10.7,26.7,17.6 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Sweden 1975, 1981,
1987,1992

13.9,5.2,13.1,14.7 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

Sweden 1981,1987 8.4,17.1 Grossincome 50 percentof me-
dian equivalent
grossincome

OECD Phipps(1994)

UK 1974, 1979,
1986

36.7,25.7,15.7 disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

US 1974, 1979,
1986,1991

43.0, 36.8, 41.8,
40.0

disposableincome 50 percentof aver-
age

OECD Cantillon et al.
(1996)

US 1981,1985 35.9,38.2 Grossincome 50 percentof me-
dian equivalent
grossincome

OECD Phipps(1994)

Singlemothers

UK 1968,1988 17.4,4.1 disposable income
AHC

40 percentof 1988
averageincome

those implied by
the Supplementary
BenefitSystem

Wright (1992)

UK 1968,1988 38.5,9.6 disposable income
AHC

50 percentof 1988
averageincome

those implied by
the Supplementary
BenefitSystem

Wright (1992)

UK 1968,1988 61.5,23.7 disposable income
AHC

60 percentof 1988
averageincome

those implied by
the Supplementary
BenefitSystem

Wright (1992)

US 1963, 1969,
1973, 1979,
1983,1989

58.2, 48.3, 46.3,
41.3,48.3,43.8

family income US official USofficial poverty Cutler and Katz
(1991)

Note:

Source:
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TableA.5 Estimatedpovertyheadcountratesfor all personsusingLIS data

Country Years Poverty rates

Australia 198119851989 10.611.812.2

Austria 1987 3.4

Belgium 198519881992 4.64.95.4

Canada 19711975198119871991 15.013.312.311.211.3

Denmark 19871992 10.47.5

Finland 19871991 5.45.7

France 197919811984(FR) 1984(FB)
1989

8.27.37.512.09.5

Germany 198319841989 0.06.55.6

Ireland 1987 11.3

Italy 19861991 10.410.3

Luxembourg 19851991 5.44.7

Netherlands 198319871991 6.65.16.7

Norway 197919861991 4.37.36.6

Spain 19801990 12.210.2

Sweden 19671975198119871992 15.36.74.07.76.7

Switzerland 1982 8.3

UnitedKingdom 19691974197919861991 5.59.19.29.114.5

UnitedStates 1974197919861991 16.015.917.717.7
Note:Numbersshown aretheheadcountratiousing50percentof medianadjusted
disposableincomeaspoverty line.
Source:Authors’ calculationsfrom LIS database.
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TableA.6 Estimatedpovertyheadcountratesfor childrenusingLIS data

Country Years Poverty rates

Australia 198119851989 14.013.514.8

Austria 1987 6.8

Belgium 198519881992 4.13.64.3

Canada 19711975198119871991 17.614.914.914.815.6

Denmark 19871992 4.75.1

Finland 19871991 2.82.3

France 197919811984(FR) 1984(FB)
1989

7.26.97.410.18.4

Germany 198319841989 0.06.44.8

Ireland 1987 13.8

Italy 19861991 11.513.5

Luxembourg 19851991 5.25.4

Netherlands 198319871991 4.85.28.3

Norway 197919861991 5.24.44.9

Spain 19801990 12.712.3

Sweden 19671975198119871992 5.82.44.83.63.0

Switzerland 1982 4.3

UnitedKingdom 19691974197919861991 6.08.09.012.518.5

UnitedStates 1974197919861991 19.420.524.624.1

Note:Numbersshown aretheheadcountratiousing50percentof medianadjusted
disposableincomeaspoverty line. Eachchild (under18) is countedonce.
Source:Authors’ calculationsfrom LIS database.
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TableA.7 Estimatedpovertyheadcountratesfor elderlypersonsusingLIS data

Country Years Poverty rates

Australia 198119851989 8.95.65.4

Austria 1987 1.2

Belgium 198519881992 3.33.24.5

Canada 19711975198119871991 10.79.59.27.88.3

Denmark 19871992 7.57.3

Finland 19871991 5.56.0

France 197919811984(FR) 1984(FB)
1989

6.65.88.511.78.1

Germany 198319841989 0.04.84.2

Ireland 1987 11.5

Italy 19861991 6.35.0

Luxembourg 19851991 3.11.8

Netherlands 198319871991 6.15.35.4

Norway 197919861991 3.33.84.8

Spain 19801990 10.27.9

Sweden 19671975198119871992 18.97.01.68.78.6

Switzerland 1982 2.7

UnitedKingdom 19691974197919861991 1.23.04.35.77.1

UnitedStates 1974197919861991 7.910.17.28.4

Note:Numbersshown aretheheadcountratiousing50percentof medianadjusted
disposableincomeas poverty line. Eachelderly person(over 65) personin the
householdis countedonce.
Source:Authors’ calculationsfrom LIS database.
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TableA.8 Estimatedpovertyheadcountratesfor personsin female-headedhouse-
holdsusingLIS data

Country Years Poverty rates

Australia 198119851989 39.142.541.6

Austria 1987 28.9

Belgium 198519881992 11.714.112.4

Canada 19711975198119871991 48.343.835.230.231.4

Denmark 19871992 22.018.1

Finland 19871991 14.817.5

France 197919811984(FR) 1984(FB)
1989

18.732.414.420.919.9

Germany 198319841989 0.017.416.9

Ireland 1987 14.8

Italy 19861991 19.320.0

Luxembourg 19851991 11.618.1

Netherlands 198319871991 8.69.215.6

Norway 197919861991 20.428.120.8

Spain 19801990 20.117.6

Sweden 19671975198119871992 41.217.88.016.715.4

Switzerland 1982 20.7

UnitedKingdom 19691974197919861991 23.130.422.313.632.5

UnitedStates 1974197919861991 45.239.043.542.8
Note:Numbersshown aretheheadcountratiousing50percentof medianadjusted
disposableincomeaspoverty line. Every personliving in a female-headedhouse-
hold is countedonce.
Source:Authors’ calculationsfrom LIS database.
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