A Service of

ECOMNZTOR pr

Make Your Publications Visible.

Leibniz-Informationszentrum
Wirtschaft

Leibniz Information Centre
for Economics

Jantti, Markus; Danziger, Sheldon

Working Paper

Income Poverty in Advanced Countries

LIS Working Paper Series, No. 193

Provided in Cooperation with:
Luxembourg Income Study (LIS)

Suggested Citation: Jantti, Markus; Danziger, Sheldon (1999) : Income Poverty in Advanced Countries,
LIS Working Paper Series, No. 193, Luxembourg Income Study (LIS), Luxembourg

This Version is available at:
https://hdl.handle.net/10419/160865

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dirfen die Dokumente nicht fiir 6ffentliche oder kommerzielle
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewahrten Nutzungsrechte.

WWW.ECONSTOR.EU

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

Mitglied der

Leibniz-Gemeinschaft ;


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/160865
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

Working Paper No. 193

Income Poverty in
Advanced Countries

Markus Jantti
Sheldon Danziger

March 1999



Income Poverty in AdvancedCountries*

MarkusJantti? SheldonDanziger,

2Abo AkademiUniversity
bUniversity of Michigan

1 Intr oduction

Theliving standardf theleastwell-off membersf society— industrializedor not

—is of public policy andethicalinterest.Oneway to examinedifferencedbetween
societiesin this respecis to studythe extentand sererity of incomepoverty be-

tweencountriesandover time. While poverty canbe thoughtof in mary different
ways,examiningincomepoverty hasa long tradition. This chaptermreviews issues
thatarisein studyingeconomicpoverty in industrializedcountriesand examines
evidenceon their rankingaccordingo poverty andits change®vertime.

We review conceptualissuesin Section2. We discussthe measuremenof re-
sourcescomparisondetweerdifferenttypesof units,andwhatkinds of compar
isonsbetweerdifferentpopulationscanbe made We alsodiscusgherole of time,
incomesharingassumptiongndthe aggreation of poverty information.In Sec-
tion 3, we discussdomesticevidenceon poverty beforeturningto evidencedravn
from the Luxemboug Income Study (LIS) on the incidenceof relative poverty
andits evolution over time. We thenexaminepoverty orderingsof countriesusing
dominancecriteria, studyingthe orderingby increasinglydemandingconditions,
andusingboththepoverty standaraf eachcountryanda commonpoverty line for
all countriesWethenmoveto examinein Sectiord theorderingof countriespusing
similar methodsfor selecteddemographisubgroupsf the population:children,
theelderlyandpersondiving in female-headetouseholds.

In Section5 we examinebriefly therole of the public sectorin termsof differences
betweemmarket incomeanddisposablencomepoverty rates,measuredisingthe

LIS. In Section6é we examinelongitudinalevidenceon poverty, shov somecross-
nationalevidenceon the patternsof intragenerationgboverty mobility andpersis-

* Draft of Chapterl0in Handbookon IncomeDistribution, editedby A.B. Atkinsonand
F. Bourguignon.
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tence,andbriefly discussntergenerationapoverty. A concludingsectionsumma-
rizes.

2 Conceptualand practical issuesin the definition of poverty

We begin by addressingkey conceptualissuesconcerningthe measuremenof
poverty. Theseinclude the spaceof poverty measuremenfoverty lines, the in-
comedefinition,theincome-sharinglefinition,andthe methodof aggreation.We
discusghetypesof poverty comparisonshatcanbe made with whattype of evi-
denceanddatasourcesincludingissuessuchaspurchasingpower parities(PPP),
deflatorsandchoicesof poverty linesin inter-countrycomparisons.

2.1 A conceptuamodelof householdncomeformationand poverty

Theprocesdy whichindividualsform householdsindpoolincomesnvolvesser-
eral economicbehaiors, including the labor supply of its memberstheir wage
rates,educationahttainmentsynobserable characteristicssuchas ability, moti-
vationetc,themechanismghataffectmatingbehavior, fertility, andtheirresponses
to public policies(taxes,transferssupportof educationhealthcareetc).Givenall
of thesebehaiors, thelikelihoodthata givenindividual in a givenhouseholdwill
bepooris alsoaffectedby income-sharingatternswithin the householddecision-
makingmechanismshouseholgroductiontechnologyandthelevel of the poverty
line (somethinghatin turnis determinedy a greatnumberof factors).

No empirical economicanalysisof income poverty canincorporateall of these
behaiors. Any analysistakes mary of the behaioral factorsasgiven, eitherfor

analyticaltractability or becausef datalimitations. For mary questionshowever,

analysisof only someaspectof poverty will suffice. In particular assessinghe
extentof poverty andits evolution over time requiresthe resolutionof a different
setof issueghanevaluatinghow a policy changeaffectedthe likelihoodof being
poor.

Figure 1 sketchesout someof theseissuesWe denoteflows of persongsolid ar
rows) andmoney flows (uni- andbi-directionaldashedines) betweerpartsof the
populationand social institutions.We have not incorporatedthe additional (and
complicated)classof arrows that specifywhatkind of influenceson behaior are
present.

The schemamakesapparenthatary aspecof policy, suchasthetax systemcan
affectpovertyin mary ways.Economistoftenanalyzethe extentto which persons
participatein thelabormarketandhow certainfactorsaffectthatbehaior. Two fac-



Fig. 1 Householdormationandlaborsupply
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arrovs denoteflows of personsand uni- and bi-directionaldashedarrov denote
money flows.

torshave beenemphasizeth numerousstudies namelyhow householdnembers’
labor supplyis affectedby money flows betweenindividualsandhouseholdsand
the public sector First, taxesflow from householdgo the public sector Second,
transferdlow from the public sectorto householdsMost studiesfocuson only one
flow, saytaxes,andhow it affectsthe behaior of a populationsubgroup- men,
marriedmen, marriedwomen,or so on. Other studiesfocus on the labor supply
effects(or, say job searcheffects)of transferssuchasunemplymentbenefitson

unemplgyed men,or of welfare benefitson the labor force participationof single
mothers.

Studiesof the behaioral effects of public policiesarereviewed in section5 and
chapter9 of this volume.Suchstudiesoften documeninegative, often small, con-
sequencesn labor supply of high maginal tax ratesor transferpaymentsThese
studies however, tendto ngglectany assessmertf the potentialbeneficialeffects
of socialtransfempaymentsFor example AtkinsonandMogenser(1993)notethat
possiblelabor supply reductionsthat arisefrom redistritutive taxesandtransfers



shouldbeweighedagainstheir enhancemenif othergoals,suchastheavoidance
of socialexclusion(AtkinsonandMogensen;1993)or the promotionof socialco-
hesionandpreserationof individual dignity (Barr, 1993).

2.2 Definitionsof poverty

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

To fully distinguishbetweenrelative and absoluteconceptsof poverty requires
substantiainformation.A relative view is typically onein whichtherulesfor iden-
tifying the poor changeas (some)othereconomicconditionschange.Thus, one
might assumehat an absoluteview of poverty would remainunchangedregard-
lessof any changesn economicconditions.However, mary changedorce usto

redefinean absoluteview of poverty, suchas,changedn monetarysystemsthe
industrialrevolution andsoon.

An “absolute” notion of poverty is fixed in termsof the relevant spacesat some
pointin time and,from thattime onfixedin “absolute”termsin somespacelf the

relevantspaceis realincome,thenan absoluteview implies a poverty line thatis

fixedin realterms(aswell asonethat holdsconstanta hostof otherthings(e.g.,
eguialencescales) Although “absolute”is oftentreatedasif it meant‘fix ed real

income”,a constantealincomestandards not the only possibleabsolutenotion.

Indeed this very pointis madeby Sen(1983)in discussingvhatit takesto enable
the samefunctioningin two very differentsocieties.

Therearecountlessvaysin which we could“fix” anabsolutemeasuref poverty.

For instance the U.S. National ResearciCouncil (1995) suggestghat the rules
by which the poverty line, aswell asthe equivalencescaleswerearrived at could
be kept constant.This “absolute” poverty standarddiffers from the official U.S.
definition, which fixesthe line in realterms,regardlessof what the rulesusedto

first definethe line might imply undercurrentconditions.However, in common
parlancea poverty concepts consideredo be absoluteaslong asit doesnotvary
with changesn realeconomicconditions?

1 For additionalreferencesand discussion see,amongothers,Sen (1979, 1983,1992),
Hossain(1990),Atkinson (1989),Hagenaar$1986),HagenaarandvanPraag(1985),Na-
tional ResearchCouncil (1995), Townsend(1979), Townsend(1985), van Praag(1993),
Nolan and Whelan(1996), Ringen(1987),Hagenaarsand de Vos (1988) and Kapteyn,
KooremarandWillemse(1988).



2.3 Thespacefor povertymeasuement

Poverty measurementequirescriteriaby which to (i) identifywho is poorand(ii)

aggregate the information. To identify the poor, the space(s)n which to define
andanalyzepoverty mustbe specified. Economistgypically analyzethe spaceof
income,expenditureor possessionf certainmaterialgoods.Examplesof the re-
sourcemeasuraisedto distinguishbetweerpoorandnon-poorouseholdeclude
thesesingly or in combination:

(1) (disposableash)income

(2) consumeexpenditure

(3) consumption

(4) earningscapacity(HavemanandBuron,1993)

(5) subjectve poverty/ percevedpoverty (Hagenaarsl986)
(6) wealth

(7) choicesets(Le Grand,1991)

(8) utility

(9) capabilities(Sen,1979,1983,1992;Hossain,1990)

The selectionof a definition of resourcess relatedto two otherissuesy (i) which
resourcegrerelevantto economionell-beingand(ii) whois countedasbeingpoor.
Poverty is seenasbeingeithersocially deprivedor asbeingsocially excluded

A decisionaboutthe choiceof resourcexanbe viewed in termsof the spacefor
poverty measurementShouldpoverty be definedin the spaceof income,earnings
capacityor utility? Thinking in termsof the corrector idealspacdor poverty mea-
suremenforcesusto be consistentor revealsthe lack of consisteng). It seems
appropriatefor instanceto bothidentifythe poorandaggregatetherelevantinfor-
mationin the samespaceor explain why thisis notdone.? Secondto talk in terms
of spaceslsomakesrelevantwhatkind of ethicalview we hold.

Our ideal choiceof spacemight differ from the onewe can empirically use.For
instance,we might considerlife-time utility asthe ethically-relezant choice for
measuringpoverty, but we might have to utilize a multi-year (but not life-time)
incomeaverageto implementour measureThe extentto which our orderingsin
the conceptuabkpacecorrespondo thosein themeasuregpacess debatable.

The idea of well-being and poverty as capability (see,e.g. Sen,1992) suggests
thatin comparingthe well-beingof individuals,we shouldanalyzenot only what
they have(materialgoodsorincome)but alsowhatthey do, andwhatthey cando 3

2 As acounterexample,HavemanandBuron (1993) examinethelower partof the distri-
bution of earningscapacity defininga differentpoverty spaceput thendefinetheir aggre-
gatepoverty populationasthe sameproportionof the populationthatis incomepoor.

3 Seechapterl in this volume.



Possessioar controlovermaterialgoods servicesandincomedoesnotnecessarily
tell us what peoplecan do with them. Ownershipof a car enablescertaintypes
of functionings suchastravel to work or vacationing.Even if we choosenot to
usethe carduring our vacation we could have doneso. Sendefinesthis particular
functioningaswithin our capabilities If, however, we have novacationour having
the carwould make no difference The functioning“vacation”would not be partof
our capabilities.

In this approachwhat mattersare our potentialfunctionings.Socialfunctionings
areascentralasprivateones.A persorwhoseresourcepreventhim from partici-

patingin societyon aminimally acceptabldasishas,in this sensealimited setof

capabilities.

The conceptof functioningsclarifies someaspectf the relatve/absolutedebate
on thenatureof poverty. The meango achie/e someparticularfunctioninggener

ally varieswith physicalandsocialcircumstancesA well-known example,dueto

Adam Smith, is the “ability to appeaiin public without shame™ This basicfunc-

tioning requiredpossessionf very differentmaterialgoodsin the RomanEmpire
thanin eighteentrcenturyBritain. Whatin the spaceof functioningsis absolute-

to be without shame- is associatedvith materialgoodsthat vary with the social
contect. This absolutenotion of functioningsrequiresthat the spaceof material
goodsbe consideredelative.

Theachiezementof functionings thusdefined,depend®on the goodsandservices
to which we have accessthe societyin whichwe live in andourinherentabilities.

Theseabilities may changeover time andmay dependon our resourcegandother
functioningachiezementsLiteracgy, for instanceis bothavaluablefunctioningand

ameando achiese otherfunctionings.Onepossibleadwerseconsequencef being

pooris thatit maydiminishour capacityfor functioning®

Accordingto Sen(1992),poverty is a statecharacterizedby levels of capabilities
thatare,in the view of society unacceptablyow. What unacceptablyow means
is not definedprecisely That a personhaslow incomeis not a sufficient indica-
tor of poverty. Incomeis onetype of economicmeanso achiere higherlevels of
capabilitiesandvery low incomecancontritute to unacceptablyow levelsof ca-
pabilities.However, peoplewith above averageabilities may function well at low
levels of income,while thosewith greatemeeds(e.g.for wheelchairsmay need
higherincomego achiere the samefunctionings Analysisof incomealonereveals
only partof the extentto which peoplehave capabilitiesbelov acceptabldevels.
An analysisof well-beingbasedn the privatepossessionf certaingoods,suchas

4 Theexampleis discussee.g.in Sen(1992,p 115).

5 Presumablysuchproblemsbecomeworseasthe durationof poverty becomedonger
Long-termpoverty would in this view be bad becausegoverty is by itself badandbeing
poor for a long time diminishesthe individual's resourcessuchas the self-confidence,
necessaryo functionwell socially



automobilesalsorequiresconsideratiorof thesocialcontext. For instanceposses-
sionof automobilesnightincreasevithoutacorrespondingncreasen thenumber
of persondhaving the functioningof travel to work, if the increasegossessionf
automobilegust substitutedor declining public transport.In this case,only the
samefunctioningscanbe achiezedeventhoughpossessionsave changed.

We now turn to the spacein which poverty in practiceis measureqSen,1983).
Althoughpovertyis a complex andmultidimensionaphenomenonyith someno-
table exceptions(e.g. Townsend,1979; Mack and Lanslegy, 1985; Haller6d,1995;
KangasandRitakallio, 1995),mostauthorsexamineonly income.Eventhe Dutch
andBelgian“subjective” approacheg¢Deleeck,Boschand Lathouwer 1992; Ha-
genaarsandvan Praag,1985) are waysto revise the position of the poverty line
andthe cardinality of the equivalencescale ratherthanwaysto reflectthe multi-
dimensionalityof poverty.

How might the choiceof spacematterin practice?Consideyfor example,poverty

measuredhn four differentwaysin Belgiumandlrelandusingthe exactsamedata.
In Figure2, from Deleecketal. (1992),all four definitionsarebasedn household
income.Two definitionsinvolve subjectve approacheto determiningthe poverty

cut-off (CSPandSPL),whereaghe othertwo arebasedon a legislative definition

(Legal)andthe EuropearCommunitystandard- adjustechouseholdncomebelow

half the overallmean(EC) ¢ Not surprisingly the level of poverty varieswith def-

inition. It is moredisturbing,however, thatthe directionof changeover time also
varieswith the definition.

In Belgium, for instance poverty by the subjectve poverty line (SPL) decreased
between1987 and 1989. Accordingto anothersubjectve line, derived using the
Centerfor SocialPolicy (CSP)method,poverty increasedBy contrast,n Ireland
povertyincrease@smeasuredy the CSPmethod but decreasedelativeto thead-
ministrative poverty definition (Legal). Thus,evencontrollingfor populationcom-
position—thenumbersarederivedfrom thesamesamples- differentmethodanay
give differenttrends.

To theextentthatpovertyis multi-dimensionalthemeasuremerilemmabecomes
moredifficult. In trying to determinewho the poor are,doesmulti-dimensionality
meanthatall criteriahave to be metor thatany or suficiently manymustbe met?
In fact, few analystsbegin with the formalizedversionof the “poverty is multi-
dimensional’thesis,suchasthe notion of capabilitiesadvancedby Sen(1983)’
Thisis probablydueto lack of suitabledata.

Incomeis the mostcommonspaceusedin poverty studiesandis the focusof this
review. Incomeis in advancedeconomiesnimportantresourcehataffectsthesize

6 Deleecket al. (1992, pp. 38-39)explain how the subjectve approachesvere imple-
mented.
’ See however, Hossain(1990)for ananalysis.



Fig. 2 Poverty in Belgiumandlrelandusingalternatve definitions
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of peoples possibility sets.Incomesare easyto measureandincomeinformation
is readilyavailablefor long periodsof time.

The cautiousreaderwill preferexaminingseveralindicatorswhenthey are avail-
able.We shaw, for instance poverty ratesfor differentfractionsof medianincome
andconsumptiorexpendituresn Finlandin 1981and 1990 (Figure 3). Although
for any particularpoverty cut-off, the proportionof personspoor varieswith the
resourceconcept,n this particularcomparisonpoverty hasdecreasedsing both
definitions.

2.4 Equivalencescales

Poverty assessmentequirea comparisonof the well-being of householdswith
varyingstructurej.e. the choiceof anequivalencescale.In theory anequialence
scalesimply accountdor economie®f scale.e.g.,afamily with tenmembersioes
not needfive timesasmary kitchensandbathroomsasa family of two persons.
However, thereis muchdisputeaboutthe extent of economiesf scaleand how
resourcesaretransformedo generatevell-beingwithin differenttypesof house-
holds.

Let F(y, s, x) bethejoint cumulatve distribution functionof incomey, family size
s anda (p x 1) vectorof otherfamily characteristicx. The problemof finding
thecorrectequivalencescalecanbe characterizedsfollows. An equivalencescale
e(u, s, x) for someutility valueu for afamily with characteristicss, z) is defined
by the costc() of attainingthe utility level u relative to the costof attainingthe
utility level u in somereferencehouseholdindexedby 0:2

C(S,X,p;‘LL)
c(so, X0, P U)

e(p,s,x, So, Xo; W) = Q)

Althoughequialencescalesaredefinedn termsof someutility level (andtherefore
thescalecanassumaelifferentvaluesfor otherlevelsof utility), in moststudieghey

areassumedo be constantacrossall characteristicotherthan (s, x). Giventhis

very strongassumptionF. (ye, s, x) is thedistribution of equivalentincome where
yYe = y/e(s, x) for ascalee. Poverty comparisonganthenproceedn termsof this

new distribution function.

Thereareatleastfour differentwaysof obtainingequialencescales:
(1) nutritionalandphysiologicalstudies;

(2) expertjudgments;
(3) demandanalysis;

8 SeeDeatonandMuellbauer(1989)for a thoroughtreatmeniof the conceptof the cost
function.



Fig. 3 Percenpoorusingdisposablencomeandexpenditureasresourceconcept,
Finland,1981and1990
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Source:Authors’ calculationsfrom Finnish HouseholdBudgetSurwey microdata
1981and1990.

10



(4) populationjudgmentqso-calledsubjectve scales).

Often scalescombineall theseapproacheskFor instance,the U.S. poverty line
eguialencescaleis basedon nutritional studies,i.e., on the estimatedcostof the
food basletrequiredfor differenttypesof families,combinedwith thefactthatthe
averageU.S. family, accordingto the 1955Household~ood ConsumptiorSurey,
spentaboutone-thirdof its budgeton food (National ResearctCouncil, 1995, p.
163).

Thereis no optimalmethodfor deriving anequvalencescale.Indeed without ad-
ditional assumptionghereis no way of selectingthe basisfor choosingan equi-
alencescale let alonethe correctequivalencescale out of the multitudethathave
beensuggested.

For instancefull equivalencescalescannot beidentifiedfrom budgetdataon de-
mandsalone? Rathey demanddatarevealthe costof living index for a household
relative to thereferencenousehold,

L(5>X»P»Po;u) C(S)X»Pmu) (2)

e ’S’ ;u: b)
P, x;0) L(so, %0, P, Po; ) (S0, X0, Po; U)

whereL (-) is thecostof living index definedby

c(s,x,p;u)
C(SO)XO)pO;u) '

L(Syxyp)DO;u) = (3)
Thefirsttermin equatior? is therelative level of living index, which canbeidenti-
fied from demanddataalone whereaghe seconderm,theequialencescaleunder
the basepriceregimep, cannot beidentifiedwithout additionalinformationand/
or assumptions.

Jenkinsand Lambert(1993, p. 337) notethat choosingan equivalencescaleem-
bodiesthreedifferentassumptiongin additionto suchchoicesas the spacefor
welfare):

(1) specificationof the householdor family characteristicshat are relevant for
differentiatingbetweerevelsof need(e.g.,householdizeandcomposition),

(2) agreeinguponanordinalrankingin termsof thosecharacteristicsand

(3) specifyingthe cardinalranking of differenthouseholdsy needlevel, i.e.,
specifyinghow muchmoreresource®nehouseholdheedsn orderto attain
thesameevel of well-beingasanother

Many (or most) disagreementsenteraroundthe third stageabove, namelythe
cardinalizatiorof thescaleslt is, however, possibleto explorethepoverty ordering
of two distributionswithout takingthis final step.

9 SeeDeatonandMuellbauer(1989)and,recently Blundell (1998).
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Considey for instance the comparisonof a two-parent,single-childfamily with
a single-mothertwo-child family. Basedon householddemand childrenare,in
general assigned lower weightthanadults.Consequentlyhe two-parentthree-
personfamily needsmore money incomeif its membersareto be consideredas
equally well-off asthe single-motherthree-persorfamily. However, this single-
motherfamily might be lesswell-off, evenif it hadasmuchmone/ income(and
thereforemoreincomeperequvalentadult) asthe two-parenfamily, becauséwo
adultshave moretime for homeproductionandchild carethanthe singlemother
We arenotarguingthatthis is the casejustthatonemight disagreeon theranking
of householdsiccordingto needsnot only the cardinalizationt®

Considerthe simplebut popularequivalencescale

Vo=, @
wherey andy. areincomeandequvalentincome,s is family sizeande is the
elasticityof equivalentincomew.r.t. family size,a parametesetby theresearcher
that lies betweenzero and onel! Equivalentincomedecreasesnonotonicallyin
bothfamily sizeandin the elasticity As Coulteretal. (1992) shaw, the extentof
measuregoverty, however, is not a monotonicfunction of the equivalencescale
elasticity but hasa U-shapedattern.

In Figure4, we demonstrat¢his phenomenomisingdatafrom the FinnishHouse-
hold BudgetSurey (HBS) for 1981and1990%? Note thatalthoughin bothyears
thelinesareU-shapedtheline dravn for 1981is everywhereabove thatfor 1990.
Thefactthatthepoverty index is nota monotonicfunctionof theequialencescale
elasticity neednot meanthat changingthe equivalencescaleaffectsthe assessed
trendin poverty.

Two furtherpopularscalesarethe scale(A),
Ye=y/{T+Bla—1)+vyc)h0<y<B<T )
and(B)
Yye =y/(a+vc),0<yn<l. (6)

10 Theseand relatedissuesare discussedfor instance by Danzigerand Taussig(1979),
Jenkins(1991), Jenkins(1994), Coulter Cowell and Jenkins(1992), Coulter Cowell
andJenkinsg(19923), Atkinson (1992),AtkinsonandBourguignon(1987),Nelson(1993),
Fisher(1987),Buhmann Rainwater Schmausind Smeeding1988),Jenkinsand Cowell
(1994), Bradhury (1997), Deatonand Muellbauer(1989), Deaton(1992) and Rainwater
(1990).

11 This scaleis usedby e.g.Atkinson, RainwaterandSmeeding1995)alongwith numet
ousotherstudies.

12 poverty is measuredisthefractionof all personsvhoseequivalentdisposabléncomeis
lessthanonehalf of equivalentmediandisposablencomein thesurey year

12



Fig. 4 Sensitvity of povertyrateto equivalencescale- Equivalencescaleelasticity
of incomepovertyin Finland,1981and1990
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The propertiesof thesescalesare discussece.g. by Jenkinsand Cowell (1994).

The (A) scalein equation5 commonlysetsy = .5 (i.e., childrenare considered
to needhalf as much asthe first adult)and 3 = .7 (i.e., an additionaladult is

consideredo need70 percentasmuchasthe first adult). This correspondso the

so-calledOECD-scaleA drawvbackis thatthis scaledoesnot separatdetweerntwo

typesof relatvities: the needsof childrenrelative to thoseof adults(how mary

childrenmalke up anequivalentadult?)andfamily sizerelatwities (how muchdoes
afamily’sneedsncreasavith theadditionof anequivalentadult?).In the (B) scale
in equationd, y specifiesheneedsf childrenrelative to adults,whereas) reveals
theincreasen needghatthe additionof anequivalentadultleadsto.

2.5 Unit of analysisandintra-familydistribution

Economiststraditionally assumethat the family actsasif it were a single util-
ity maximizerandthatall householdnemberssharethe samelevel of well-being
(Deatonand Muellbauer 1989). In this case,the demandfor goodsis similarly
affectedby a changan non-laborincome,regardlessof whoin thehouseholdon-
trolsthatsource Empiricaltests(e.g.family laborsupply)have tendedo rejectthe
hypothesigseee.g.Thomas,1990,McElroy, 1990andSchultz,1994).

Othermodelsof family decisionmaking have implicationsfor the measurement

13



of poverty — seeBergstrom(1996)for areview. In the baigainingmodelof family
decisionmaking(see,e.g.Browning, Bourguignon,ChiapporiandLechene1994;
BourguignonandChiappori,1994),the equal-sharingasssumptioremegesonly as
a specialcase,andthe conceptuabasisof equivalencescalesderived from con-
sumerexpendituresureysis calledinto question.

The abandonmentf the equalsharinghypothesiscomplicatesboth the determi-

nation of the levels of incomeneededn differenttypesof householddo attain

thesamedevel of well-being(the“equivalencescale’questionjandtheassumption
thatlevelsof economiowell-beingareequalwithin a givenhouseholdThus,some
membersof the householdmay be non-poor while othersare poor, eventhough

on averagethe households non-poor It is alsopossiblethat somemembersn a

non-poorhouseholdtanbe poorbecaus@f unequakharingof resources.

Incomeinequalityunequvocally increase#n theabsencef equalsharing.lt is not
clearwhat happengo poverty.®* Unequalsharingin on-averagenon-poorhouse-
holds may pushmemberdnto poverty, while unequalsharingin on-averagepoor
householdsnay allow somememberso escapeoverty.*

2.6 Therelevantaccountingperiod

Poverty measuremerit sensitve to the choiceof the time period over which re-
sourcesare measuredAlthough mostempiricalstudiesusea calendalyearasthe
accountingperiod, mary researchersuggesthatto bereally poorrequiresdepri-
vationfor long periodsof time 1® On the otherhand,viewing poverty ascapability
failure suggestshatevenshortperiodsof poverty canbe problematic.

It is oftenthoughtthattemporaryfluctuationsin incomesare of little public con-
cern.For example somepeoplerecevetheir salaryonceamonthandmight,during
afew daysprior to receving their next salary harenomoney. Thisis notverylikely
to beamatterof greatconcern.Thus,for some“short” intervalsit mightnotbebad
to be poorin a single period,if oneis non-poorover mostprior and subsequent
intervals.

13 A criticism againstusing the head-countatio is thatit decrease$or every poor per

sonlifted out of poverty evenif this wereto happenat the expenseof pushinganalready
poor persondeepeilinto poverty, aswill bethe casefor persongemoved from poverty by

unequakharingwithin anon-averagepoorhouseholdlt is not possiblea priori, to deter

minewhich effectwill dominate Usingmoreinformatve indicesto measurehe extentof

poverty complicategshe comparisorfurther.

14 Seee.g. Danzigerand Taussig(1979),Jenking1991),Jenking1994) and Haddadand
Kankur (1990)for discussion.

15 SeeNationalResearciCouncil (1995,pp. 295-8)for adiscussiorof short-termpoverty:

SeealsoRuggles(1990).
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Usingthis rationale,mary economistonsidedong-termeconomig(poverty) sta-
tus to be the relevant concept.However, this doesnot resohe the issueasto the
appropriatdengthof the“long-term”, nor doesit suggesthatthe*life-time” of the
individual is appropriate.

Becauseave have anintuitive understandingf whattheword poverty meanssome
of whatwe know aboutpovertyinfluencesourresearclagendad-orinstancemary
economistglaim that well-being shouldbe evaluatedover the long-run,because
mary of thepoorin agivenyearand/oratacertainstagen theirlife (e.g.students)
will overalongertime periodnotbedisadwantagedatall.

Short-termpoverty, however, canbe extremelydistressingor have long-lastingef-

fects.While a personwho experiencesucha shortagewill quite oftenin life-time

terms be non-poor someacuteepisodesnay causehealth problems,especially
amongyoungchildren,andfrequentshort-ternmspellsof poverty mayerodehuman
capital. This suggestshe studyof thefrequeng of individuals’ poverty spells,be-
causethe lessresourceshey have, the morefrequentlythey arelikely to fall into

poverty.

The emphasisn life-time incomerestson mary implicit, but questionableas-
sumptionsFor instancesayingthatincomeaveragedver severalyearsis a better
measuref individual well-beingimplicitly assumesymmetryandimpliesaform
of risk-neutralityin well-being.Measuringpoverty by averageincomeimpliesthat
alossof 10 percentcomparedo life-time averageincomein oneyearcanbe com-
pensatedvith an equally large gain in the next, or that beingvery poor for five
yearsandnon-poorfor five yearsis just the sameas beingpoor andnon-poorin
alternateyearsduringatenyearperiod. This might be the case However, if well-
beingis concae in moneg/ income,thenthe averageof incomeover a periodwill
overestimateactualwell-beingif thoseincomesvary from yearto year*®

2.7 Longitudinalaspectof poverty

Apart from the choiceof accountingperiod,longitudinalaspectof poverty mea-
surementlealswith atleastthefollowing:'’

¢ thedurationof poverty spells

e thedistribution of poverty spellsacrosshe population

e theimpactof experiencedooverty spellson thelik elihood (andduration)of fu-
turespells.

16 SeeDuncan,GustafssonHauser ShmaussMessingerMuffels, NolanandRay (1993),
Ruggles(1990)andNationalResearctCouncil (1995).
17 seeAshworth, Hill andWalker (1994)for alucid discussion.
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The appropriatdime periodalsohasimplicationsfor cross-countrypoverty com-
parisons.For example,a populationwith the samevalue of a singletime period
poverty measureP; asanotherpopulation,but with a lower rate of multi-period
poverty P.; 1> mightbebetteroff if it hasalowerrateof persistencef poverty, i.e.,
moremovementsnto andout of poverty.

The distribution of poverty spells,apartfrom the level of poverty andthe dura-
tion of poverty spells,is also of interest.Assumetherearetwo populationswith

equalpovertyrates.equaltwo-periodpoverty rates but unequadistributionsof the
poverty spells.Thatis, in both populationsafractionP/2 of the populationenters
the poverty populationeachyear and staystherefor two years.However, in one
of them(A), the sameindividuals spendtwo yearsin poverty, two yearsout and
thentwo yearsin again.Therewould only needto be four groupsof people,each
of sizeP/2, to keepthe poverty rateandexit rate constantA fraction1 — 2P of

the populationcanand,in our example,will never experiencea poverty spell.In

contrastthink of apopulation(B) consistingof J > 4 groupsof equalsize,all with

positive probabilitiesq of enteringthe poverty populationin periodt suchthatthe
proportionpooris P in every periodandthe durationof every poverty spellis two

years.After somenumberof time periodsT, the distribution of poverty spellsis

moreconcentratedh A thanin B, despitethefactthatentryandexit aswell asthe
level of poverty is constantacrosgpopulations.

2.8 Povertycomparisonandsources

Let P; «[F(y); zl besomemeasuref poverty in population(country)i attime t for
someresourcey andapovertyline (in thespaceof theresourcegy) z. If thepurpose
of poverty measuremerns to rankdifferentpopulationsy the poverty measureP,
comparisonganbe madeovervariousdimensions:

(1) within apopulationattwo differentpointsin time;

(2) betweertwo populationsatasinglepointin time;

(3) comparethe changen poverty betweertwo pointsin time acrosswo popu-
lations.

Meaningfulcomparisonslependon a numberof assumptionsiboutresourcesnd
thepoverty line. As notedabove, whatis meantby ‘absolute’poverty is acompar
ison (in general)within a populationacrossime, holding the value of z constant,
assuminghattheresourceg canbecomparedcrosgime.By contrasta‘relative’
comparisorof poverty ratesdoesnotkeepthevalueof z constantatleastnotin the
sensdahattheresourcesy arecomparablecrosgime (by, e.g.,simply deflatingby
apricedeflator);with arelatve measureghe poverty standardyetsindexedby t, z;.

Severalfactorsdeterminevhich comparisonsirefeasible relevantandmeaningful.
For instancetherankingof poverty changegor, trends)acrosgopulationsakind
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of a‘dif ferencen differencesapproachis onereliableway of comparingpoverty
acrosscountries.The motivationis that comparingchangeswithin countriesover
time abstractgor differencesout) factorsthat are constantor changeonly slowly

within, but not across countries,such as differencesin populationstructuresor

differencesn samplingoroceduresThisargumentdependsotonly onthepurpose
of the poverty comparisonbut alsoon whattype of poverty comparisonsremade.
For instancejf we adhereto a ‘strictly relativist’ view, i.e., determinethe poverty
line z; , separatelyfor every country-yearthe differencein differencesagument
might not apply becausemary things, including income above the poverty line,

might changdifferentlywithin countrieslf the poverty cut-off is definedin terms
of saymedianincome differencesn the evolutionin poverty maywell be duenot
to changesn the circumstancesf the poorbut to changesamongthe non-poor

Furthermoreye could comparepoverty in termsof

(1) acommonfixedpovertyline, z appliedto bothcountriesatbothpointsin time,

Pi1(y;z) — Pit2(y; 2) § P;.a(u;z) — P w2(y; 2),

(2) apovertyline thatis constantwithin countrybut differentbetweencountries
(zi, 25)
Pialy;zi) — Pialy;z) S Pialy;z) — Pialy; z),
or
(3) povertylinesthatvary bothbetweerandwithin countries

Pi,ﬂ (U?Zi,tl) - Pi,tz(lﬁzi,tz) ; Pj,t] (U?Zj,tl) - Pj,tz(U§Zj,t2)-

Thereis no consensuss to which approacheitherin principle or whenimple-
mentedyieldsthe mostreliableresults.For instanceassumehatwe applya com-
mon poverty line acrossall countriesover all time periods.We still mustadjust
the poverty changeto take into accountthe differencesn purchasingoower and
exchangeatesacrosscountries Although purchasingpower parities(PPP)arede-
signedto facilitate suchcomparisonsit is not clearthatthe deflatorsusedarethe
appropriateones(RainwaterandSmeeding1995)*8

PPPshave beendesignedo rendercomparablegrossnationalproductsand other
aggreate variablesin the national accounts.Cross-nationatdifferencesin con-
sumptionthatis tax-financedasopposedo household-gpenditurefinanced,are
nottakeninto accountWe cannot be certainwhetherdifferencesn PPP-adjusted
incomesreflectdifferencedn the standardof living betweenaveragepersonsn
differentcountriesor ratherreflectdifferencesn relative pricesor in preferences.
Dowrick andQuiggin(1994),analyzingdisaggrgatedpriceandexpenditurenfor-
mationfrom 60 countries found that the ranking of countriesaccordingto PPP-

18 Moreover, thereis questionwhetherPPPsareappropriatdor comparisonsf well-being
acrosscountries SeeDowrick andQuiggin (1994)for a critical discussion.
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adjustedGDPis differentfrom thatobtainedoy comparingevelsof welfareusing
the revealed-preferencapproachTheir resultssuggesthat PPP-adjustethcome
canbeavery poormeasuref of economiovell-being.

In thisreview, we take theview thatpoverty changesvithin acountry usingsimilar
methodsput not necessariljholding the poverty line constantarethe mostplau-
sibleway to comparepoverty differencesacrosscountriegor acrossstudieswithin
onecountry for thatmatter):®

2.9 Thepovertyline

Thechoiceof apovertyline, i.e.,apointin theresourcespacewhich separatethe
poorfrom thenon-poorinvolveschoicesaboutmary issuesincludingthechoiceof

theresourcespacetheparticularview (absolute/relatie) aboutpoverty, the choice
of anequivalencescale andsoon. Althoughsomeof thesechoicescanberesohed
by “objective” methodsmuchjudgmentis still required Methodsfor dealingwith

uncertaintyaboutthe particularpoint in the resourcespaceat which the poverty
thresholdies arediscussedbelow.

Thereis no unambiguousingle correctpoverty line for arny populationandtime
period.Onecanusesystematienethodgo determineseveraldifferentpovertylines
andbaseconclusion®nthemall. Or onecanresortto thetype of dominancemeth-
odsdiscussedbelov andnarrov therangeof possiblepoverty lines.

2.10 Aggregation:thechoiceof povertyindex

The literatureon the aggre@ationof poverty informationis, apartfrom the contri-
bution of Watts(1968),inspiredby the seminalarticle by Sen(1976).He demon-
stratedthatpoverty measuremertonsistof (i) identifying the poorand(ii) aggre-
gatingthe poverty information. Thereare mary detailedreviews of the aggrea-
tion issue,including Foster(1984),Seidl (1988),Ravallion (1994)andSen(1997).
DavidsonandDuclos(1998)briefly review differentdominancecriteriaandderive
theasymptotigoropertiesof mary estimatorof povertyindicesandpoverty curves
(for dominanceconditions).

Choosinga singleindex Consideranincomedistribution that canbe described
by a cumulatie distribution function F(y), y € [0, c0). Assumethatthec.d.f. is
strictly monotonicallyincreasingandthatthe first andsecondmomentsexist. The
poverty line is a positive constantz. A poverty index is a function P(F; z) thatis

19 SeeSen(1979)andAtkinson (1989)for discussion.
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increasingn poverty, definedon F andz € Z, whereZ is the setof poverty lines.
Theheadcountratio, the percentagef the populationwho arepooris givenby

(e o]

Pr= F(z) = L dF(y) = L Il < 21dF(y), @)

wherell[-] is theindicatorfunction, taking the valueof oneif the conditionin the
bracletsis fulfilled andzerootherwise.The normalizedpoverty deficit (Atkinson,
1987)is definedby

P — fuy < 2(1 - y/2)dF(y). ®

Sen(1976)definesthreebasicaxiomsthat a poverty measurghenceforthindex)
shouldsatisfy:

(1) theindex shoulddependon poorincomesalone(Focus);

(2) theindex shouldbe sensitve to the averageincomeamongthe poor (Mono-
tonicity);

(3) the index shouldbe sensitve to the distribution of incomeamongthe poor
([Weak] Transfer).

The head-countatio fails to satisfy the Monotonicity and Transferaxioms;the
normalizedpoverty deficit fails to satisfy the Transferaxiom. One canadd addi-
tional axioms:(4) Symmetry(the poverty index is unchangedy a reorderingof
units); and(5) Replicationinvariance(the poverty index is unchangedby aniden-
tical proportionalincreasen the numberof units with eachincomelevel). Others
have suggesteddditionalor strongerrequirementsand poverty indicesthat sat-
isfy them.Becauseeomprehensie reviews of poverty indicesareavailable (Seidl,
1988;Foster 1984;Ravallion, 1994;Zheng,1997),we do notreview themhere.

Most researcheracceptSens axioms, but few empirical studiesincorporateall
of them. Poverty is usually measuredas the proportionof the poor in the total
population(the headcountratio), violating the secondandthird axioms.The head
countratiois easilyinterpretedandit is simpleto rankdistributionson the basisof
thedifferencein the headcountratios.

Anotherdebatablguestionw.r.t. theFocusaxiomis thecommonpractice followed
also here,to definethe poverty line, z, to be somefraction of somefunctional
(typically themeanor median)of theincomedistribution. For example theofficial
EuropeanJnion methodof measuringooverty usesa fraction of average income
asthe poverty line. This definition implies that a changein the richestpersons
incomewill affect poverty. But, it doesnot seemreasonablédo let anincreasen
QueenElizabeths incomeraisethe poverty line andour assessmertf the extent
of povertyin the UnitedKingdom.
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Table 1 Membershipof particularpoverty measures theclasses? andQ

Suggestion P Q AD

Chakraarty (1983) yes yes yes
Clark,HemmingandUIph (1981) yes vyes yes
Foster GreerandThorbecle (1984) yes yes yes
Hagenaar$1987)(Daltontype) yes some no

Pyatt(1987) yes yes no
Shorrockg1995) yes yes no
Watts(1968) yes yes yes

SourceJenkinsandLambert(1997).

Many poverty indicescanbe expressedn termsof poverty gapsg, for incomey
andpovertyline z as

gy = maxz —y, 0} )

Following JenkinsandLambert(1997),indicesthataredefinedin termsof g,, and
that satisfy the Focus,Monotonicity, Transfey Symmetryand Replicationinvari-
anceaxiomsbelongto the classof GeneralizedPoverty Gap(GPG)indices,a set
denotecby P.

Most poverty indicessurweyed by Foster(1984)and Seidl (1988)are membersof

P. Further mary indicesin P form a subsetQ that consistsof indicesdefinedin
termsof relative poverty gapsl’,,

Iy =max(z —y)/z,0} = max1 —y/z,0}. (10)

An importantsubsebdf P is thesetof additvely decomposabléAD) indices which
canbewritten as,

Pan(F;z) = [pAD (v;2)dF(y), (11)

wherepap is anon-ngative functionof the poverty line andincome.For decreas-
ing andcornvex pap, thePap indicesbelongto P. In Tablel, adaptedrom Jenkins
andLambert(1997),we list afew memberof eachclassof indices.

Dominancecriteria In orderto avoid selectinga singleindex, researcherbave
examinedunderwhat conditionsunanimousrankingscan be achieved for larger
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classesof indices?® The generalapproachin thesestudiesis to seekconditions
underwhich poverty orderingscan be arrived at despitedifferencesn views on
someparticularchoices.

Forinstancemethoddor evaluatingtheorderof two distributionsarewell-established
whenthereis no agreemenbn the cardinalorderingof units w.r.t. needs(but an
agreemengxistsvis-a-vistheorderof unit types),the exactpositionof the poverty
line in income spaceand which of the particularmembersof the family of ad-
ditively decomposabl@overty indicesshouldbe usedfor the comparisonThese
methodsare not commonlyused,perhapshecausahey becomeintractablewhen
thenumberof comparisongncreases.

The literatureon poverty dominanceprovidesmethodsfor addressindghreetypes
of problems:

(1) uncertaintyconcerningthe positionof the poverty line in the resourcespace
(for (i) a commonbut uncertainline, for (ii) differentanduncertainpoverty
lines)

(2) uncertaintyregardingthemostappropriatehoiceof aparticularmpovertyindex
amongclasseghatsatisfygenerallyacceptableonditions

(3) uncertaintyaboutthe cardinalrankingof differenttypesof households.

In mary casessereralof theseproblemsaredealtwith simultaneouslyThe gener
ality comesat a cost.Comparingpoverty in termsa singleindex, usinga fully car
dinal equivalencescaleandoneknown (or, in fact,eventwo separatebut known)
poverty line will leadto an ordering.Oncesamplingconsiderationsre allowed
for, theresultingorderingwill almostsurelybe strict becauseasymptotically the
likelihoodof atie will goto zero.In thedominanceapproacheghe usualresultis
apartialordering?!

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

FPG if andonlyif P(G;z) > P(F;z) forall ze€ Z (12)
and P(G;z) > P(F,z) forsome ze Z, (13)

20 See Foster and Shorrocks(1988), Fosterand Shorrocks(198&), Atkinson (1992),
AtkinsonandBourguignon(1987),JenkinsandLambert(1993)andJenkinsandLambert
(1997).

21 See Foster and Shorrocks(1988), Fosterand Shorrocks(198&), Atkinson (1987),
Atkinson (1992), Atkinson and Bourguignon (1987), Jenkinsand Lambert(1993), Jenk-
ins andLambert(1997),Jenkinsand Lambert(199&), Jenkinsand Lambert(1998) and
Howes(1993).Shorrockg1998)discussesonnectiondetweerafew differentapproaches
to examineprofilesof thedistribution of “bads”.
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then P definesa strict partial orderingin poverty. If FPG, we saythatF poverty
dominatess.

FosterandShorrockg1988&; 198%) andAtkinson (1987)definecriteriaof domi-
nancecorrespondingp levelsof stodhasticdominanceFosterandShorrockg1988&;
198&) explore the propertiesof the parametridamily P, for z € [0, o0), which
is quite closeto the problemof LorenzdominanceAtkinson (1987)restrictsinter-
estto the AD classanda rangeof povertylinesz € [0, Z] = Z. This cornvertsthe
guestioninto oneof restrictedstochastic@lominanceAtkinsonalsonotesthatlower
degreedominancealwaysimplies higherdegreedominanceput thatthe corverse
doesnothold.

Atkinson (1987) derivesthe conditionswhich guaranteehat the sameranking of
a certaingroup of populationsemepgesregardlessof which measuren the AD
classis used.Denotethe changan poverty on moving from distribution F to G by
AP. If AP = P(G;z) — P(F;z) > 0 for the poverty line z, thereis more poverty
in G thanin F. The first conditionis dominanceaccordingto the headcount. If
AP(z) > 0Vz € Z, i.e.,thec.d.f. of onedistribution is above the otherin a certain
range(or in otherwords,the headcountof poverty is higherfor all valuesof the
poverty line in the setZ), thenwe obtainthe samerankingby all the measuresn
the AD class.

Atkinson’s secondcondition statesthatif we canestablishdominanceby the ag-
gregatepoverty deficit, the orderingwill be the samefor all poverty measuresn
the AD classthatsatisfythethird requirementi.e. for whichpap is corvex. Thus,
if the normalizeddeficit for onedistribution is lower thanthatfor the otherevery-
wherein therangez € Z, thenthiswill betruefor all measures the classAD.
Giventhis condition,we know thatif the poverty gapgivesa conclusve ranking,
morecomplicatedmeasuresvill not provide ary furtherinformation??

Fosterand Jin (1998) note that thereare broadand appealingclassesof poverty
indiceswhosedominanceconditionshave notbeenstudied.They derive dominance
resultsfor poverty indicesthatcanbewritten asfunctionsof theutility shortfall of
the poor, basedn the utility providedatthe poverty level 23

Sequentialdominance Recallthatthechoiceof equvalencescalecanbedivided
into threestagesdeterminingthe characteristicshatareneeds-releant,determin-

22 Notetheanalogywith stochastidominanceesults First degreestochastidominanceés
obtainedf the’'zero’ momentsareunequalpo matterwhatthehighermomentsare;second
degreedominancejf the meansare unequaletc. Thus,stochastiadominanceof a higher
degreemay be obtainedby merely checkingfor the lower orderincompletemomentsin
the presentcase the head-counts the 'zero’ moment,the normalizeddeficit corresponds
to themean,andsoon. SeeFishhurn (1980).

23 SeeHagenaar$1987)andalsoSpenceandFisher(1992).
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ing anordinalrankingof units,andcardinalizingtheranking.Severalauthorshave
studiedconditionsunderwhich poverty orderingsare robust to the most contro-
versialissueof the cardinalizationof the differencesn need(AtkinsonandBour-
guignon,1987;Atkinson,1992;JenkinsandLambert,1993).

Conditionsfor obtainingpartial orderingsdo exist. The procedurenvolvescheck-
ing for dominancewithin eachpopulationgroup sequentially starting from the
neediestlf, in eachof thesepopulationspnedistribution dominateghe other any
cardinalizatiorof the ordinalrankingyieldsthe samepoverty ordering.An equva-
lent conditionstartswith acomparisorof the neediessubpopulationandsequen-
tially addsthe next neediesgroupandchecksfor dominanceonly up to the next
neediesgroup’s poverty line. If, for every new group,onedistribution dominates
the other all poverty indicesandall equivalencescaleswithin the specifiedclass
wouldyield the sameordering.

Dominancewhenpoverty linesvary acrossdistrib utions JenkinsandLambert
(1997,199%,a) examineconditionsunderwhich poverty rankingscanbeobtained
for theclassof generalizeghoverty gapindicesandpossiblydifferentpoverty lines
in two populations.They definepoverty dominanceusing(censoredyistributions
of poverty gaps(seeequatior) or normalizedpoverty gaps(seeequationl0). The
latter turns out to be useful for comparisonf poverty acrossdistributions that
arguably have different poverty lines — aswill often be the casecomparingtwo
countriesandevenwithin acountryacrosgime.

The'TIP’ curweis definedby

TIP,(p; F) = L o(y; 2)dF(y), (14)

usingthenon-normalizegoverty gapand

F'(p)

TP(piF) = | Plizdry (15)
for the normalizedgap.A TIP curve summarizeseveral aspectof poverty (see
Figureb). At the point at which the graphof the cumulatedrelative) poverty gap
becomedorizontal,the proportionof the poor canreadof the horizontalandthe
(relative) poverty deficit off the vertical axis. The curvatureof the TIP curve prior
to thatpointvisualizesnformationaboutthe extentinequalityamongthe poor.

As showvn by Jenkinsand Lambert(199&,a), if the TIP curve of a distribution
F lies everywherebelow that of distribution G, thenthe sameranking holds for
all indicesin the classP for the TIP curve definedon unnormalizedgapsfor a
commonpovertyline, andQ for the TIP curve definedonthenormalizedgapsalso
for differentpovertylines.

23



Fig. 5 Exampleof ‘TIP" curve

(Normalized) Poverty deficit at poverty line z

Cumulative (normalized) poverty gap

Proportion poor F(z)

|-t

Proportion of population F(y)

2.11 Measuementerrors and poverty measuement

Non-samplingerrors Cowell andVictoria-Fese(1996)examinetherobustness
propertieof poverty indicesto datacontaminationsuchaswould occurif asubset
of incomeobsenationswere erroneouslycoded.Taking the poverty line z to bea
fixedconstantthey suggesthatrobustnesgasmeasuredy theboundednessf the
influencefunction dependsn the propertiesof the individual “poverty function”
p(z;yl[; Fl). If this function is “well-behaved”, asit approacheshe extremesof
z and0, the poverty index will have a boundedinfluencefunction andtherefore
canbe consideredobust. Many commonly-usegoverty indices,suchasthe Sen
index or the FGT class,arerobustin this senseln mary applicationsthe poverty
line z is afraction of somefunctionalof the incomedistribution itself — typically
somefraction of the meanor the median.The influencefunctionandthereforethe
robustnes®f the poverty index dependslsoon therobustnes®f thefunctionalon
whichthepovertyline is basedIf thatis themediantheindiceswith well-behaed
robustnesgropertiesremainrobust. Non-rolust statistics,however, in particular
the mean,renderthe poverty index non-rolust, i.e., the influencefunction is in
suchacaseunbounded.

Howes (1996) discusseshe impact of aggreationon inferring dominancerela-
tions amongdistributions. Under plausibleassumptionsboutthe underlyingdis-
tributions, andfor specificsimulationexamples,basinginferencesof dominance
on aggregyateddataincreaseshe lik elihoodof inferring thatdominances present,
evenwhenit is not. Shorrocksand Subramaniaif1994)discusghe possibility that
thedegreeof confidencewith which a unit is consideredo be amongthe poorcan
assumevaluesotherthan zero or one, suggestinguzzy generalization®f mary
typesof povertyindices.
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Samplingissues Poverty assessmentssingeither(possiblyseveraldifferent)in-
dicesor a particulardominanceapproacharemostoften conductedusingsamples
dravn from theactualpopulationdbeingstudied.This raisesheissueof how close
to the populationvaluesthe estimatedndicescanbe expectedo be.Most applica-
tionsthataddresstatisticalinferencerely on classicainference?

The mostcommonapproacho estimatingthe samplingvariability of poverty in-

dicesis to derive theasymptotigpropertiesof theindex undersimplerandomsam-
pling (SRS),possiblywith non-stochastitut varyingsamplingweights.Few data
setsare,however, dravn usingSRS.An alternatve is to employ re-samplingneth-
ods,suchasavariantof thejack-knifeor bootstrapmethodsThesemethodsarero-

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),

The moststraightforvard caseestimates singlepoverty index from the classAD

usingrandomlysampleddata,usinga fixed poverty line (not estimatedusingthe
samedata). Suchestimatorsare meansof simple functionsof randomvariables
andtheir samplingvariancecanbe estimatedusing standardnethods?® Datathat
aredravn from complex samplingdesignswarrantspecialattention. Thereexist

well-developedmethoddor assessinghe samplingvarianceof estimatorsn more
complex designs® BecauseAD indicesfor fixed poverty lines are just meansof

functionsof randomvariablesthereareapplicable ?’

Thesituationis morecomplicatedvhenpoverty statisticsarebasedn sampleesti-

matesandalsorely onanestimatedractionof themeanor medianincome.Preston
(1995) derives the exact small and large sampledistributions of the head-count
ratio, againunder SRS,whenthe poverty line is somefraction of the estimated
median.The statisticalpropertiesof variousestimatordor poverty dominanceare

examinedby Xu and Osbeg (1998), Howes (1994), Howes (19948) and Jantti

(1992). Davidsonand Duclos (1998) derive the samplingdistribution underSRS

for poverty deficitand TIP curvesevaluatedat a fixed setof points. The estimated
versionsof thesevariance-cwariancematricesfor empirical curvesthat are used

for checkingpoverty dominancessisin performingstatisticainferenceThesam-

pling distributionsof severalmembersf the classP ariseasspecialcases.

24 For a BayesiarapproachseeGeweke andKeane(1996).

25 Seee.g.Kakwani (1993)

26 See,for example Pahkinenand Lehtonen(1995), Skinner Holt and Smith (1989) and
Sarndal SwenssomndWretman(1992).

27 Malmbeg (1988)andBishop,FormbyandZheng(1997)discusghesamplingproperties
of the Sen(1976) poverty index proposedvhenthe poverty line is a knovn constantand
dataare SRS.Janttiand Nordbeg (1992)discussits estimationwhenthe poverty line is

a fraction of the medianthatis beingestimatedsimultaneouslywith the poverty line. See
alsoDavidsonandDuclos(1998).
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Thesemethodgely mostlyon SRS.In morecomplex samplingsettingst maybe
very difficult to analyticallyfind the variance(matrices)for estimatorsof poverty
indices(curves).In suchsituations samplereusemethodsjn particularabootstrap
method offer cornvenientandoftenthe only practicaloptions?®

3 Evidenceabout the extentof cross-sectionapoverty
3.1 Changesin povertywithin countriesovertime

Domesticsouices

Themostcommonwayto examinepovertyis to scrutinizechangesvertimewithin
particularcountries.Doing this avoids mary comparabilityproblems?® Even mi-
nor variationsin definitionscanin specificcasegeneratesubstantiatlifferencesn
results.Althoughthe differencesangenerallybetracedto variationsin particular
choicesamongthoseissuegaisedin section2, they areoftenquitelarge. Deleeck
et al. (1992),asdiscussedn section2, estimatethe poverty head-countatio in
two wavesof paneldatafor several EU countries,usingfour differentdefinitions
of povertylines. Take Irelandasa casein point. Unsurprisingly differentmethods
yield differentlevels of poverty (seeFigure2). However, the head-countatio in-
creasedusingtwo subjectve definitions,remainedmoreor lessunchangedy the
EuropearUnion’sbelow half-of-averagedefinitionanddecreasedoy the definition
thatrelieson administratverules.

Suchresultssuggestthat definitions matter Dependingon the choicesthat are

made,poverty levels and trendscan be quite differentwithin a country even us-

ing the exact samesampleof data.Thus,it is importantto choosean appropriate
combinationof equivalencescalesandpoverty lines.

We summarizen TableA.1 a numberof poverty headcountratio estimatesbased
on a hostof differentstudiesfrom differentcountries,usingmary differentcom-

binationsof methodslnspectionof thesepatternssuggestshereis wide variance
in poverty levels andtrendsacrosscountries.On the basisof varyingamountsof

evidenceper country it would seemthat poverty increasedn the 1980sandearly
1990sin Australia, Germary (West), Italy, Swedenthe United Kingdom andthe

United States.The U.K. increaseappeardo be largest,followed by thatin Aus-

tralia. In CanadaPenmark,FinlandandSpain.Therewaslittle changen Greece,
Norway andPortugalandtheevidenceis quitemixedfor Belgium,France]reland,
Luxemboug andthe Netherlands.

28 SeeEfron and Tibshirani(1993) for anintroductionto bootstrapmathodsand Xu and
Osbeg (1998)for anapplicationto poverty measurement.
29 SeeMayerandJenckg1993)for adiscussiorof comparabilityproblemsacrosgime.
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Poverty ratesacrosscountries,from domesticsourcesaswell asLIS, have been
compiledby, e.g., Atkinson (1998) (EuropeanUnion countries),) and Bradshav
and Chen(1996) (the latter two mainly concernedwith LIS). While the assess-
mentsin thesestudiesvary somavhat,two conclusionsaresharedoy themaswell
asour Table A.1. The country that standsout as having experienceda substan-
tial increasan poverty is the United Kingdom. Further thereis little evidenceof
OECD-wide(or, advancedcountrywide) poverty trendsin the mary studiescon-
sidered.This is in contrastwith whathasbeenobsered aboutrelative inequality
(seee.g.GottschalkandSmeeding1997).

Internationalsouices(mainlyLIS)

The Luxemboug Income Study (LIS) containsseveral yearsof dataon about20
industrializedcountriesfrom varying yearssincethe late 1960s3° In Table 2, we
shaw thelevel of relative poverty, asmeasuredby the headcountratio, in thelatest
cross-sectiorof LIS, alongwith informationon poverty changesPoverty is de-
fined as 50 percentof the within-countrywithin-year disposablenedianincome.
Incomesarepooledwithin the family andeachmemberis assignedhe equivalent
disposableor marketincome,equivalizedusingthe squareroot of family size.We
shawv the percentagef personsvholive in householdsvith incomeperequvalent
adultbelow this poverty line 3!

The LIS single-pointestimatef relative poverty suggesta groupingof countries
with respectto poverty. The United Stateshasby far the highestpoverty rate at
17.7 percent(andrangingfrom 16 to 18 percentover the years),followed by the
United Kingdom, Franceand Australia.whosepoverty ratesvary betweenl3 and
15 percentIn addition,Canadajreland,ltaly and Spainhave poverty ratesin ex-

cessof 10 percent.The Netherlandsindthe Nordic countries- Denmark Finland,
Norway and Sweden- have ratesaround7 percent,and Belgium hasthe lowest
pointestimateat 5.4 percent.

Comparingthe level of poverty acrosscountriess controversialfor mary reasons,
but comparingtrendsacrosscountriesis lessso. If mostproblemsof comparing
poverty within a countryattwo pointsin time have beendealtwith, remainingfac-
torsthatinducedifferencesn povertylevelsacrosscountriesshouldbedifferenced
out whentrendsare evaluated.Trend comparisongcrosscountriesare morereli-
ableif they arefoundusingsimilar definitions.It is not consistentfor example,to
comparechangesn the U.S. official poverty with changesn the poverty ratein
Swederdefinedby the politico-administrateline.

30 The Luxemboug IncomeStudyis describede.g.,in SmeedingQ’Higgins andRainwa-
ter(1990).Seealsoht tp: //1issy.ceps. |l u

31 We have examinedthesensitvity of theLIS estimateso variationsin equivalencescales.
Our resultsdo not appeatto be sensitve to the choiceof a commonequialencescale.In
TableA.5 in theappendixwe shav the point estimateghatunderlieour trendassessments.

27



Table 2 Poverty rateandrecentchangan poverty usingLIS data

Latestyear LongestChange LatestChange
Country Year Povertyrate Years Timetrend 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
Germary 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.
Luxemboug 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:Numbersshavn arethe headcountratio using50 perceniof medianadjusteddispos-
ableincomeaspoverty line. Changesremeasuredby theslopeof theregressiorof poverty
rateonyear TableA.5 shavs the point estimateghatunderliethe estimatedrends.
SourceAuthors’ calculationdrom LIS database.

In examiningthe within-countrychangesthe yearsthe comparisons basedon is
constrainedy LIS. It would be preferableto examinechangest similar stageof
thebusinessycle, but thisis notanoption.We shawv in Table2 thetrendin poverty,
asmeasuredby theregressiorcoeficientin aregressiorof the headcountratio in
all LIS datasetsfor a country regressedagainstyear andthe annualpercentage
pointchangebetweerthetwo latestLIS yearsIf only two datapointsareavailable,
theregressiorcoeficientequalgheannualizegercentageointchangean thehead
countrateof poverty (in thatcasetheregressiorcoeficientis a\Wald estimate).

Looking at boththetime trendasmeasuredaver all theyearsin LIS andthelatest
changethe evidencedoesnot suggesta commontrend acrosscountries.Poverty
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hasincreasedn somecountriesanddecreaseth others.For instance poverty in-
creaseavertimein Belgiumandthe UnitedKingdom, the countrieswith thelow-
estandseconcdhighestpoverty ratesin the early 1990s.Theincreasen povertyin
theUnitedKingdomfrom 1969to 1991wasby almostathird of apercentag@oint
peryear Theincreasen Belgiumfrom 1985to 1991 wasaroundonetenthof a
percentageoint per year For anotherpair of low andhigh poverty countries,in
theearly 1990s poverty decreaseth DenmarkandCanada

In only two of our LIS countriess thedirectionof changeof thelongesttime trend
andthelatestchangedifferent,namelyin Franceandin Norway. In France poverty
increasedpn average by two tenthsof a percentagepoint peryearfrom 1979to
1989, but decreasedbetween1984 and 1989 by half a point a year In Norway,
also,betweenl979and 1991, poverty increasedy .2 percentaggointsperyear
but decreasetietweenl986and1991.

Examiningpoverty dominancewithin countriesrevealsthe robustnes®f thetrend
assessmentsbtainedusing single indices, such as the headcount ratio. We il-
lustratethis be shaving in Figure 6 threeexamplesusingthe plot of the average
cumulatve poverty gap againstthe percentagef population,or the ‘TIP’ curve
(JenkinsandLambert,1997).If TIP curvesdo notcrossthesamepoverty ordering
is obtainedfor all GPGindices(seesection2.10).In two of the countriesin LIS,
Australiain 1981and1985andthe UnitedKingdomin 1986and1991,TIP curves
crossandbetweertherelevantyears robustconclusiongsannotbedravn. By con-
trast,in Canadahe estimatedrl'IP curvesdo notintersectn ary of the datasetsin
LIS. Ratherthe TIP curvessuggest steadydeclinein poverty thatis robustwith
respecto the choiceof relative poverty line andpoverty index.

3.2 Povertyorderings

Oncea specificview of poverty is applied,poverty orderingsof countriesarepos-
sible. Becausauseof a head-countatio below a single poverty line may be mis-
leading,we examinethe sensitvity of the poverty orderingby examiningwhether
therearecase®f poverty dominanceéy thehead-countatio for arangeof poverty
lines from O up to 60 percentof the currentadjustedmediandisposabléncome.
If we obsene poverty dominanceby the headcount,we know the orderwould be
preseredfor all lower poverty linesandall measures theclassAD.

Figures7 and8, aswell asTables3-4, shaw first- (headcount)andsecond-order
(poverty gap) poverty dominancefor relative poverty orderingsfor 16 advanced
economiesin Table3 we shaow, for the latestLIS data,the setof countriesthatit
dominateqcolumn2) andthe setof countriesit is dominatedoy (columng3). This
orderingof countriess alsodisplayedasa Hassediagramin Figure?.

First-orderpoverty dominancedoesnot producea “tight” orderingof countries.
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Fig. 6 Examplesof TIP curves
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SourceAuthors’ calculationdrom the LIS database.




Table 3 First-ordermpoverty dominanceausingLIS data

Country Dominates Is dominatedoy

Australia UnitedStates Austria Belgium Finland Germay Italy Luxem-
boug Norway SpainSwederSwitzerland

Austria Australia Belgium Canada Denmark Finland
FranceGermay Ireland Italy NetherlandsNor-
way Spain SwedenSwitzerlandUnitedKingdom

UnitedStates
Belgium Australia Denmark France Ireland Netherlands Austria
SwitzerlandUnitedStates
Canada UnitedStates AustriaFinlandGermary Luxemboug Norway
Denmark Francelreland Austria Belgium Finland Germary Luxemboug
Norway
Finland Australia CanadaDenmarkFrancelreland Italy ~ Austria
NetherlandsSpain SwedenSwitzerlandUnited-
Kingdom UnitedStates
France AustriaBelgiumDenmarkFinlandGermaiy Lux-
emboug NetherlandsNorway SwedenSwitzer
land
Germay Australia CanadaDenmarkFrancelreland Italy ~ Austria
NetherlandsSpain SwedenSwitzerlandUnited-
Kingdom UnitedStates
Ireland AustriaBelgiumDenmarkinlandGermairy Lux-
emboug Norway Sweden
Italy AustraliaUnitedStates AustriaFinlandGermary Luxemboug
Luxemboug Australia CanadaDenmarkFrancelreland Italy
SpainSwitzerlandUnitedKingdomUnitedStates
Netherlands France AustriaBelgiumFinlandGermary
Norway Australia Canada Denmark France Ireland Austria
SwitzerlandUnitedKingdomUnitedStates
Spain AustraliaUnitedStates AustriaFinlandGermary Luxemboug
Sweden AustraliaFrancelrelandUnitedStates AustriaFinlandGermary
Switzerland AustraliaFranceUnitedStates Austria Belgium Finland Germary Luxemboug
Norway
UnitedKingdom  UnitedStates AustriaFinlandGermary Luxemboug Norway
UnitedStates Australia Austria Belgium CanadaFinland Ger

mary ltaly Luxemboug Norway Spain Sweden
SwitzerlandUnitedKingdom

Note: The poverty line is definedas60 perceniof the adjustedmedianin eachcountrywithin eachyear
Source:Authors’ calculationdrom LIS data

Therearealargenumberof ties.For instancetheNetherlandss povertydominated
by Belgium, Finland, Germaly and Austria and dominatesin turn only France.
However, in mary casesthelinescrossandanunambiguougoverty orderingfails
to materialize Nonethelessk-igure 7 producesa five-tier ranking, with Austria at
the top, and Belgium, Finland, Germaty and Norway having the secondlowest
level of poverty. France lrelandandthe United States,in turn, have the highest.
For example the United Statesdominatesio othercountry but is dominatecby 13
of the18 countries.

To whatextentcanwe find dominancew.r.t the distribution of normalizedpoverty
gaps?WVe restrictthe classfor which the orderingsareto apply to thatfor which
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Fig. 7 Hassealiagramof first-orderpovertydominancaisingLIS data.Fully relatve
poverty

tralia

France Irel and UnitedSt at es

Note: The poverty line is definedas 60 percentof the adjustedmedianin each
countrywithin eachyear
SourceAuthors’ calculationdrom LIS data

the poverty intensityfunctionis strictly decreasingn income.As discussedh sec-
tion 2.10,if the normalizedcumulative poverty gapfor a distribution F is every-
whereabove that of anothersay G, thenF hasa greaterextent of poverty by all
indicesthat are membersof Q. In otherwords,in orderfor country A to ‘TIP’
dominatecountry B, the graphof the cumulatve normalizedpoverty gap against
the cumulatve populationshareof country A musteverywherebe below that of
countryB. In eachcase we definethe poverty line as60 percentthe adjustedme-
dianwithin eachcountrywithin eachyeat

In Table4, we show theresultsof all pairwisecomparison®f normalizedpoverty
gapdominanceThe proportionof comparisonshatresultin adominanceelation
is considerablygreaterthan it was using the poverty rate. We shov in Table 4
for eachcountrythoseit dominatesandthoseit is dominatedoy accordingto the
TIP-criterion. Again, the patternof dominanceorderingsis illustrated using the
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Fig. 8 Hassediagramof normalizedpoverty gap(TIP) dominanceusingLIS data
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Note: The poverty line is definedas 60 percentof the adjustedmedianin each
countrywithin eachyear
SourceAuthors’ calculationdrom LIS data

Hasse-diagrar(Figure8).

Therearefewer ties thanwith first-orderdominance The rankingof mary coun-
trieschangesomparedo thefirst-ordercase Swedenfor instancenow dominates
CanadandtheUnitedKingdom,in additionto thefour countriest first-orderdom-
inated.Also, Luxemboug andNorway arenow amongthe countrieshatdominate
Sweder{(cf. Tables3 and4).Thereductionin tiesmakestheHassealiagramsimpler,
but increasedhe numberof tiers, from roughly five to eight. France lrelandand
the United Statesarestill tied atthe bottomof thediagram.

Thesecomparison®f relative poverty ratesandrelative poverty gapsacrosscoun-
tries do not accountfor differencedn the the real standardof living by country
Eventhoughthe United Stateshasa much higherpoverty ratethan,say Norway,
relative to the medianstandardof living in eachcountry someof the poorin the
United Statesmay be betteroff thansomeof the non-poorin Norway becausef
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Table 4 Normalizedpoverty gapdominanceusingLIS data

Country Dominates Is dominatedoy
Australia UnitedStates Austria Belgium CanadaFinland Germary Italy
Luxemboug Norway SpainSwederSwitzerland
Austria Australia Belgium Canada Denmark Finland
FranceGermay Ireland Italy NetherlandsNor-
way Spain SwedenSwitzerlandUnitedKingdom
UnitedStates
Belgium Australia Denmark France Ireland Netherlands AustriaFinlandLuxemboug
SwitzerlandUnitedStates
Canada AustraliaFranceUnitedStates AustriaFinlandGermayy Italy Luxemboug Nor-
way Spain
Denmark FrancelrelandNetherlands Austria Belgium Finland Germary Luxemboug
Norway Sweden
Finland AustraliaBelgium CanadeDenmarkFranceGer  AustriaLuxemboug
mary Ireland Italy NetherlandsNorway Spain
Sweden Switzerland UnitedKingdom United-
States
France Austria Belgium CanadaDenmarkFinland Ger
mary ltaly Luxemboug NetherlandsNorway
SpainSwederSwitzerland
Germay Australia CanadaDenmarkFrancelreland Italy ~ AustriaFinlandLuxemboug
NetherlandsSpain SwedenSwitzerlandUnited-
Kingdom UnitedStates
Ireland AustriaBelgiumDenmarkFinlandGermary Italy
Luxemboug Norway SpainSwederSwitzerland
Italy Australia CanadaFrancelreland Spain United-  AustriaFinlandGermary Luxemboug
Kingdom UnitedStates
Luxemboug Australia Belgium Canada Denmark Finland
FranceGermay Ireland Italy NetherlandsNor-
way Spain SwedenSwitzerlandUnitedKingdom
UnitedStates
Netherlands France AustriaBelgiumDenmarkFinlandGermary Lux-
emboug Norway Sweden
Norway Australia Canada Denmark France Ireland AustriaFinlandLuxemboug
Netherlands Sweden Switzerland UnitedKing-
domUnitedStates
Spain AustraliaCanadd-rancelrelandUnitedKingdom  AustriaFinlandGermaly Italy Luxemboug
UnitedStates
Sweden Australia Denmark France Ireland Netherlands AustriaFinlandGermary Luxemboug Norway
SwitzerlandUnitedStates
Switzerland AustraliaFrancelrelandUnitedStates Austria Belgium Finland Germary Luxemboug

UnitedKingdom  UnitedStates

UnitedStates

Norway Sweden
AustriaFinlandGermayy Italy Luxemboug Nor-
way Spain

Australia Austria Belgium CanadaFinland Ger
mary ltaly Luxemboug Norway Spain Sweden
SwitzerlandUnitedKingdom

Note: The poverty line is definedas60 percentof the adjustednedianin eachcountrywithin eachyear
SourceAuthors’ calculationdrom LIS data

the highermedianstandardf living in theU.S.

Addressinghis issuerequiresa commonmetricin which to comparelJ.S.to Nor-
wegianincomes.A numberof so-calledPurchasing?ower Parity (PPP)adjusted
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exchangerateshave beendevelopedfor this purpose Becausesuchcomparisons
rely on averageinternationalprices,despitewide variationin relative pricesacross
countries,Dowrick and Quiggin (1994) suggesthat PPP-basedavelfare rankings
arenot firmly basedin welfare economics.They proposethat detailedprice and
consumptiondata be usedto rank countriesaccordingto a revealed-preference
approachinstead,and presentevidencewhich suggestPP-basedankingsare,
indeed,inappropriateEvenif PPP-basedpproachesvould yield well-motivated
rankings however, thecommonly-usedPPPadjustmentsrenotdesignedor com-
parisonsof realdisposablencome(asopposedo realnationalincomes)Nonethe-
less,becauseve have no empiricalalternatve, we provide poverty orderingsbased
on PPP-adjustethcomesasanillustration 32

In particular we usethe PennWorld TablesMark 5.6 dataon PPPadjustedex-
changeratesfor consumptiorin the yearof the LIS dataanddeflatethe resulting
current-yeat).S.internationaldollar amountdo a commonyears pricesusingthe
U.S.ConsumePricelndex (CPI1) 23 Thepovertyline is thentakento be half of the
U.S. 1991 adjustedmediandisposabléncome (which choiceleavesU.S. poverty
unchangedof course).

The Hassediagramsof the real poverty first-orderdominanceorderingis shovn
in Figure 9 and of the second-ordeor TIP dominancen Figure 10. Becauseof
its highermedianstandardf living, the United Statesnow ceaseso betied at the
bottomof the ordering.Irelandnow shareswith Franceand Spainthe bottomtie.
Therelative positionof Canadamprovessubstantiallyasit is dominatedonly by
Luxemboug in eitherordering.Again,the TIP orderingresultsin fewer ties.

ThesePPPresultsshouldbe viewed with caution,asthereare large differences
in the extentto which householdsn differentcountriesactuallyneedto purchase
certainitems. For example,certainspendingcatayories,suchason healthcareor
college educationarelargely privately fundedin somecountriesandlargely pub-
licly fundedin others.PPPsdevelopedfor nationalaccountpurposegsatherthan
for comparisonf householdwell-being, do not take this into account.Despite
this caveat,mary of the countriesrankinghighly in the PPPrankingarethosewith
extensvely provided public servicessuchas Germaly andthe Nordic countries.
And the United Statesdespiteits high level of realincome,remainscloseto the
bottom.In the TIP ordering(Figure10), it dominateonly IrelandandFranceand
it is dominatedby ninecountries.

32 Seesection2 for adiscussiorof realincomecomparisons.
33 SeeSummersandHeston(1991).
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Fig. 9 Hassediagramof first-orderpoverty dominanceusingLIS data.Realinter-
nationalincomepoverty usingPPPgelative to US median

Austri

France Ireland Spain

Note: Thepovertyline is definedas60 percenbf theadjustedJS 1991PPPmedian
in eachcountrywithin eachyear
SourceAuthors’ calculationdrom LIS data

4 Decomposingpoverty acrosspopulation groups

4.1 Comparingpovertyrisksof differentgroups

Most studiesthat disaggrgatepoverty by variousdemographicharacteristicslo
sowith respectnot to the individuals’ characteristicsbut thoseof the household
head.For instancea breakdevn by ageis typically a breakdevn by the household
headsageandsoon.

Anothertroublesomeaspecif sub-grouppoverty risksis the choiceof the appro-

priate equivalencescales Differentassumptionsboutthe economiesof scaleof
householdsize, the consumptiorrequirementsand householdoroductioncapaci-
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Fig. 10 Hassediagramof normalizedooverty gap(TIP) dominanceausingLIS data.
Realinternationaincomepoverty usingPPPgelative to US median

edKi ngdon

edSt at es

Fr ance I rel and

Note: Thepovertyline is definedas60 percenbf theadjustedJS 1991PPPmedian
in eachcountrywithin eachyear
SourceAuthors’ calculationdrom LIS data

ties of householdnemberof differentagesand sexescandramaticallyaffect the
orderingof populationgroupsby relative poverty risks. The choiceof anequva-
lencescaleis lesslik ely to affectthe assessmermtf changesn poverty ratesacross
time, unlessthe populationis undegoingrapiddemographichange.

We examinethe LIS poverty ratesof
(1) children
(2) persongivingin ahouseholdvith anagedhead,and
(3) persongiving in female-headetlouseholdg families
We examineboththe poverty ratesof thesegroups,how thesechangeovertime as

well astheirinter-countrypoverty ranking.Welimit theanalysigo thesecateyories,
not becausehey are the only meaningfulones,but becausecross-sectionaand
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trend differencedfor thesegroupsreflect cross-nationatifferencesn the social
welfarestatethatareoftenof interest®* Our purposes to examinethelevel of and
trendin poverty amonggroupstraditionallythoughtto be at high poverty risk.

Demographiccomparisonsare also sensitve to the equal-sharingwvithin house-
hold assumptionlf sharingrulesvary by family type within a country or across
countriespurcomparisonsnightbemisleading For instancemightsingleparents
sacrificeandprovide morethananequalshareof incomefor their childrenthando

otherfamilies?

The populationof childrenconsistsof all personselov the ageof 18 in the LIS
data.Theelderlyarerepresentetly personsvhoaremorethe64yearsold. Persons
living in female-headedhouseholdsare so identified if the LIS householdhasa
femaleheador referencepersonThesedecompositionarenot mutuallyexclusive,
assomechildrenandelderlylivein female-headetiouseholds.

4.2 Povertyrankingsof differentdemaraphicgroups

In Tables5 to 7 we shaw for selectedlemographigroupspovertyratesandpoverty

trends,as measuredy the head-countatio relative to one-halfof the adjusted
within-countryoverall median.The ratesarethe proportionpoorin eachsubpop-
ulationandthetrendis measuredasin Table2, by boththe slopecoeficientin a

regressiorof eachcountry’s poverty rateagainstime (startingin 1900)andby the

latestchange.

We alsoexaminethe TIP poverty orderingup to 60 percentof the currentoverall
medianof different populationsubgroupausing the latestwave in LIS. Poverty
amongchildrenis definedby taking the adjustedincome per equivalentadultin

eachhouseholdvith children,allocatingthatto every child. Theelderlyaredefined
similarly. Povertyin female-headelouseholdshy contrastjs estimatecamongall

persongiving in suchunits.

34 Two resenrationsin thecomparisorof poverty acrosgopulationgroupsshouldbenoted.
First, mostdatasetsusedto measurehe extent of poverty gatherinformation primarily

aboutthe ‘householdhead’ and, the ‘spouse’,if present.Rulesaboutwhich household
memberis classifiedasthe headvary betweendatasets,yearsandcountries.In addition,

if oneattemptdo assesssay the excessrisk of poverty dueto unemplyment,comparing
poverty ratesof personsn householdsvhoseheadsareunemplgyedto thosein thewhole

populationwill misclassifysomehouseholdsvherea personotherthanthe headis unem-
ployed. Thatis, mary breakdavns by the propertieof the householdeadwill misclassify
households- the samewould bethe casef we wereto comparepoverty of theelderlyand

thenon-elderlyandwe did notknow theageof all persondiving in the household.
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Children

Theorderingof countrieswith respecto povertyamongchildren,shavnin Table5,
is broadlysimilarto thatof all personsThe Anglo-Saxorcountrieshave thehighest
ratesaccordingo this relative poverty ranking,centralEuropearonespopulatethe
middle,andnorthernEuropearandNordic countrieshave relatively few childrenin
poverty. Next weturnto thechangesvertime, boththelongrunchangesmeasured
asabove by the slopecoeficient of the within-countryregressionof poverty rate
againstyear and of the latestchange.Thereis, hereasabove, little evidenceof
an OECD-wideincreasean poverty. In generalthe directionof changein overall
poverty andchild poverty changds similar.

We alsoshaw, in Figure 11, the Hassediagramobtainedwhenwe checkfor TIP

dominance Austria and Luxemboug, in the overall orderingthe dominatingna-
tions,arenow muchlower. Francerisesin this ordering.The Nordic andnorthern
Europeancountriestendto be found at or closeto the top andthe Anglo-Saxon
countriesnearthe bottomof 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
mary cases|ower thanthoseof the overall population.The orderingof countries
changesubstantiallyfor the elderly poverty rankingcomparedo boththe overall
andthe child poverty rankings.The United Kingdom andthe United States high
overall poverty risk countries arenow quite similar to the northernEuropearand
Nordic countries Only Irelandhasdouble-digitelderly poverty; in mostcountries,
betweerb and8.5 perceniof theelderlyarepoor. Thus,differencesn ranksreflect
very small differencedn the likelihoodthat the averageelderly is poor between
thesecountries.The changesn elderly poverty very closelytrack the changesn
overall poverty.

Our Hassdaliagram(Figure6), thatrankscountriesusing60 ratherthan50 percent
of the currentmedianandusesthe TIP dominancecriterion, somavhatre-shufles

the countries Now CanadaandNorway emepge at the top of the ordering,closely
followedby SwederandLuxemboug. The United Statesandthe United Kingdom

have now droppedcloserto the bottom.

The similarity acrosscountriesof the poverty ratesfor the elderly evaluatedat the
50 percentof medianline, andthe changesn the orderingwhenexaminedat 60,
arelikely dueto a similarity and a differenceamongthe countrieswe study All
industrializedcountrieshave implementeda public pensionsystemthatcoversthe
elderly (Korpi andPalme, 1997).However, the generosityof the averagepension
andthespreadaboutthatmeanvariessubstantiallyacrossountriesaccountingor
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Table 5 Poverty ratesandpoverty trendsfor children

Latestyear LongestChange LatestChange
Country Year Povertyrate Years Timetrend 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
Germary 1989 4.8 1983-1989  6.408 1984-1989 -0.322
Ireland 1987 13.8 n.a. n.a.
Italy 1991 135 1986-1991  0.398 n.a.
Luxemboug 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: Numbersshavn arethe headcountratio using 50 percentof medianadjusteddis-
posableincomeas poverty line. Changesare measuredy the slopeof the regressionof
poverty rateonyear Eachchild (underl8) is countedonce.

SourceAuthors’ calculationdrom LIS database.

adivergencen rateswhenthe povertyline is raised.

Female-headetlouseholds

Therankingof persongiving in female-headebouseholdby relative povertyrate,
shavn in Table7, is muchmoresimilar to thatfoundfor childrenthanthatfor the
elderly For all countries the ratesare muchhigherthanfor all personsEnglish-
speakingountrieshave highveryratesof poverty, centralEuropearonedowerand
northernEuropearonesareclosesto thebottom,a patternsimilar to thatfoundfor
all personsAn interestingdifferencecomparedo earlierresultsis thatlrelandhas
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Fig. 11 Child poverty ordering.Hassediagramof normalizedpoverty gap (TIP)
dominanceusingLIS data.Fully relative poverty

Net her | andi t edSt at es

Note: The poverty line is definedas 60 percentof the overall adjustedmedianin
eachcountrywithin eachyear Eachchild (underl8)is countedonce.
SourceAuthors’ calculationdrom LIS data

acomparatrely low rateof poverty amongthefemale-headetouseholds.

The Hassediagramof the TIP poverty orderingamongpersondiving in female-
headedouseholdsshavn in Figure13,is very comple, reflectingthelargenum-
ber of ties that the TIP dominancecomparisongesultin. We exemplify this by
consideringhow Belgium,which hasa rateof 12.4 percentendsup in the bottom
row, while Finland,which hasa rate of 17.5percentendsup nearthetop. It turns
outthatBelgiumhasin mostpairwisecomparisons slight crossingwith the other
countrycloseto the origin. Thus,eventhoughBelgiumhasa low head-countatio
andalow averagepoverty gap,it endsup in the bottomrow.
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Table 6 Poverty ratesandpoverty trendsfor elderly

Latestyear LongestChange LatestChange
Country Year Povertyrate Years Timetrend 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
Germary 1989 4.2 1983-1989  4.800 1984-1989 -0.113
Ireland 1987 115 n.a. n.a.
Italy 1991 5.0 1986-1991 -0.257 n.a.
Luxemboug 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:Numbersshavn arethe headcountratio using50 perceniof medianadjusteddispos-
ableincomeaspoverty line. Changesremeasuredby theslopeof theregressiorof poverty
rateonyear Eachelderlyperson(over 65) personin thehouseholds countedonce.
SourceAuthors’ calculationdrom LIS database.

5 The impact of public policy on poverty

We now turn to researchregardingthe impactof public policy on the extent of
poverty. We focusprimarily on accountingnodels,asfew behaioral modelshave
beenestimatedvith inter-countrydata.
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Fig. 12 Elderly poverty ordering.Hassediagramof normalizedpoverty gap(TIP)
dominanceusingLIS data.Fully relative poverty

Ireland Switzerl and

Note: The poverty line is definedas 60 percentof the overall adjustedmedianin
eachcountrywithin eachyear Eachelderly person(over 65) personin the house-
holdis countedonce.

SourceAuthors’ calculationdrom LIS data

5.1 Measuringtheimpactof public policy on poverty

In thinking abouthow public policy affects poverty in advancedeconomieswe
distinguishbetweentwo broadtypesof effects. The first startswith the simple
notionthatthe disposablencomey of a households the sumof incomeobtained
from ‘markets’ (x) (laborandcapital)lesstaxespaid(t) plustransfergeceved(b).

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

Pi[F(x);z] — Pi[F(y);z] = Pig[F(x);z] — Pit[F(x —t+b);zl = A, (16)
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Table 7 Poverty ratesandpoverty trendsfor personsn female-headetiouseholds

Latestyear LongestChange LatestChange
Country Year Povertyrate Years Timetrend 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 314 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
Germary 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.
Luxemboug 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 154 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: Numbersshavn arethe headcountratio using 50 percentof medianadjusteddis-
posableincomeas poverty line. Changesare measuredy the slopeof the regressionof
poverty rateonyear Every persorliving in afemale-headetlouseholds countedonce.
SourceAuthors’ calculationdrom LIS database.

This first-orderdefinitionis the wrong answerto the equation‘what is theimpact
of public policy’ on poverty, asthe“real” impactis

Pi[F(x); 2zl — Pie[F(y);z] = A, (17)

whereF is thedistribution of marketincomewhichwould prevail withoutthe public
sectorinterventionin questionor, moreoften,undersomeotherpublic policies. A
commorview is thatthefirst-ordereffect A overestimatethetrueeffectA, because
the quantity

Pic[F(x);z] — PiilF(x);zl = A— A=A (18)

)
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Fig. 13 Poverty orderingfor persondiving in female-headedhouseholdsHasse
diagramof normalizedpoverty gap(TIP) dominanceusingLIS data.Fully relatve
poverty

tralia Belagium Denmark France Unit edSt at es
Note: The poverty line is definedas 60 percentof the overall adjustedmedianin
eachcountrywithin eachyear Every personliving in a female-headetiousehold

is countedonce.
Source:Authors’ calculationdrom LIS data

isassumedo bepositive. Thatis, thedifferencen pre-publicsectorpovertyassum-
ing nobehaioral responsess. poverty afterfull behaioral responsés assumedo

be positive, becausesomeindividualswork andsave lessin responseo taxesand
transferghanthey would in their absencé®

We consideronly thecurrentbehaioral effectsof the public sectorthatoperatevia
directmoneg flows.Thereareotherwaysin which public policy canaffect poverty.

35 Differenttax-transfermechanismsnay have differenteffectson, say labor supply For
example, benefitswhich are independentf market income, such as universalchild al-
lowances have only incomeeffects, whereadenefitsthat dependon market incomewill
have bothpriceandincomeeffects.SeeDanzigey HavemanandPlotnick (1981)andMof-
fitt (1992)for estimate®f theseresponseto the U.S. transfersystem.
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For instancepeliefsaboutfuture policiesregardingtaxescanaffectthewillingness
of persondo save andinvestin eitherfinancialor humancapital. Suchlongerterm
effectsare,however, difficult to estimatebecausgolicieschangdrequentlyduring
an individuals’ lifetime. Thus, policy changeghat were enactedduring the great
depressiormay have currentimpactsbecausehey inducedpeopleto alter their
educationaldecisionsor consumptionpatternsfrom what they would have been
in their absenceTracing out the influencesof recentpolicy changesn orderto
constructa crediblehypotheticalistribution F is thusvery difficult.

For practical purposesmodelsthat revise first-order estimatesof the impact of
policy on povertytendto isolatea single,oftencontemporaneoupplicy parameter
in constructingthe measureA. It is not clear that this yields assessmentsf the
public sectorsrole thataresuperiorto thosegivenby thefirst-orderapproach.

5.2 Empirical evidenceontheimpactof public policy on poverty

First-order effects In Figure 14 we shov a basic measureof poverty reduc-
tion achiezed by the public sector the cross-plotof disposableandmarketincome
poverty rates.Theseare estimatedrom LIS using50 percentof currentadjusted
disposablancomeasthe incomecut-off andshaving the head-countatio belov

thatcut-off for bothincomevariables.

The countriestoward the top of the figure have a disposabléncomepoverty rate
thatis mostsimilar to the marketincomepoverty rate;thosetowardthe bottomre-
distribute the most,hencehave a greaterdifferencebetweertheserates.Thelines
thataredrawvn throughtheorigin dividethecountriesy thepercentageeductionin
poverty on moving from market to disposablencome,with the lines correspond-
ing to 0, 25, 50 and 75 percentreductionsin poverty. The United Statesfor ex-
ample,hasa market incomepoverty ratethatis quite similar to that of Australia,
Canadathe Netherlands]taly, Denmarkand Luxemboug. But its disposablen-
comepovertyrateis muchhigherbecausds systemof taxesandtransferdhassuch
asmallanti-poverty effect.

6 Poverty dynamics

We distinguishbetweertwo typesof studiesof povertyincidenceacrosdime,those
thatstudytheimpactof a poverty spellin adulthoodon future spellsandthosethat
studytheimpactof a poverty spellin childhood.Theformerarecloselyrelatedto
thestudyof povertyandincomedynamicswhereaghelatterarecloselyconnected
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to theintergenesational transmissiorof poverty.®

6.1 Intra-genemtional povertydynamics

Domesticsources Researclon the persistencef poverty requireslongitudinal
dataonindividualand/orhouseholdr family income.The prototypedatasetis the
Panel Study of IncomeDynamics(PSID) for the United StategMorgan,Duncan,
Hill andLepkowski, 1992),in which annualdataon family incomehasbeencol-
lectedstartingin 1967.Thereareseveralgoodoverviews of the U.S. experiences,
includingCorcoranDuncanGurinandGurin (1985),Duncanandetal (1984)and
GottschalkMcLanahamndSandefur(1994).

A few studiesthat discusssomeof the theoreticalissues,ncluding labor market
dynamicsmatingandchildbearing— see(Muffels, 1992),Jenkins(1998)and es-
peciallyBurgessandPopper(1998).

Marny studiesanalyze(mostoften male) earningsdynamicsandare motivatedby

andexplicitly addresghe persistencef low incomeandpoverty, suchasGewneke

andKeang(1996)andFritzell (1996).RodgersandRodgerg1993)developaway
of examining poverty persistencehat relies on the additive decomposabilityof

certainpoverty indices. Schluter(1997) provides evidenceon poverty dynamics
in Germaury; NolanandWhelan(1996) usenon-incomemeasure®f poverty in

examininglong- andshort-rundynamics.

In Table 8 we shav estimatedpoverty exit ratesfrom a few nationalstudiesin
Spain,the United Kingdomandthe United StatesThe U.S. exit ratesby Baneand
Ellwood (1986) have sened asa modelfor numerousotherstudies.The resource
in all threecountriesis pre-taxincome,but measuredaver differenttime periods.
As Jarvisand Jenkins(1997,p. 131) point out, exit andre-entryratesshouldbe
examinedtogetherHigh exit ratesalonearecompatiblewith incomedynamicsin
which only a smallpartof the populationsharesall of the burdenof poverty, with
only shortinterveningspellson non-poverty. This situationwould be revealedby
highre-entryrates.

Differencesn following rules,incomeandhouseholdefinitions,adjustmentgor
needsandlow-incomecut-offs make it difficult to compareestimatesuchasthe
above. However, the similarity of U.K andU.S. exit andre-entryestimatess quite
striking.

36 Thereis considerableverlap betweenthe two. For instancejntergenerationapoverty
could be studiedby looking at the poverty statusof the parentsbeforethe childrenwere
born,aswell asstudyingthe poverty statusof the parentsoncethe childrenareborn.
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Fig. 15 Poverty andexit out of poverty
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Note:Povertyratesaremeasure@shaving adjustedncomelessthanhalf of current
medianin t1 andexit ratesasthe headcountof thosepoorin yeart with income
higherthan 60 percentof median.The solid line is the regressionof exit rateon
poverty. Seeequation20in text.

SourceDuncanetal. 1992,1993

Inter national sources Thereareonly afew compaative studiesof poverty dy-

namics.Greg Duncarhas with anumberof collaboratorspreparedeveralof them.
Duncanet al. (1993)analyzethe extentto which familieswith incomesbelow 50
percentof the medianin t have incomesabove 60 percentof the poverty line in

t + 1. Thesearemorethan“exit” rates,asthefamiliesarerequiredto move some
distanceabove the poverty line 3’

The estimatesare shovn in Figure 15, supplementedvith datafor Finland from
Duncanetal. (1992).Therelationshipbetweerthe poverty rateandthe escapeate
isinversei.e.,thecountriesn which agreatempercentagef poorfamiliesexit out
of poverty, arethe countriesghathave lower ratesof poverty.

37 This explainswhy the U.S. exit ratein Table8 is somuchhigherthanin Figure15.
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Three-yearcumulative survival ratesfor CanadaWestGermaly, the Netherlands
andtheUnited Statesalsoestimatedy Duncanetal. (1993,p. 223),suggesa mo-
bility orderingof countriessimilarto theonein Figurel5. Theseresultschallenge
theview thatcountrieswith largeincomedifferencesandhigh poverty ratesarethe
oneswith the greatestnobility.

Whatkind of a relationshipis to be expectedbetweenthe probability of poverty
exit andthepoverty rate?Supposehatpoverty outcomedetweertwo consecutre
yearsareindependenandthatthe poverty rateis stable It followsthattheexit rate,
Prlye > zlya < z),

Prlye > z) Prlya < z)
Priyu < z)

Prlye > zlyu < z) = =1—-Prly < z). (19)

Thus,the slopeof aregressiorof Prlyw > zlyy < z) onPr(yg < z) would equal
—T1 if outcomesvereindependenandpoverty stationaryEstimatingthisregression
usingthe datafor the nine countriesn Figure15yields

Priye > zlya < z) = 404 —15Pr(yy < z),R¥(ad) =0.72.  (20)
(3.3) (0.3)

If we ignorethatthe incomedistribution is unlikely to be stationarythe extentto
whichthe coeficienton Pr(y < z) is differentfrom —1 could be usedasa mea-
sureof the averagepersistencéin excessof independence)f two-yearpoverty.8

Deleecket al. (1992) estimatetwo-yearpoverty and exit ratesout of poverty for

Belgium,Ireland,LorraineandLuxemboug andthe NetherlandsExit ratesarees-
timated(usingthe EC standardof poverty) to vary between36 percentin Ireland
and59 percenin theNetherlandgp. 102).EXxit ratesfor householdsvith anunem-
ployedhead(in thefirst year)arealwayslower, sometimesnly aboutone half of

the exit ratesof employed headsAn interestingfinding is thattherelative risks of

enteringpoverty andstayingtherearefairly similar to therelative risks of beingin

poverty, asmeasuredn asingle-yeaicross-sectionThus,the correlatef poverty
risksasassessedsingcross-sectiongive, atleastin thesedata,someindicationof

the correlatef poverty persistencé?

38 et theeventthatyy; < z be A andyy, < z be B. Fromsimpleprobability definitions
it follows that the differenced = Pr(BJA) — Pr(B) measureghe extent to which there
is moreor lesspersistencéhanwould be the caseof A andB wereindependentSuppose
& =080+61 Pr(B). Then1—Pr(B|A) = (1—80)—(1+46;) Pr(B) and,for poverty persistence
(85 > 0) we would, indeed,obsere the interceptlessthanoneandthe slopesmallerthan
negative one.Theregressiorin equation20 wasestimatedisingthe nine countriespoverty
rate (headcountratio of adjustedincomesbelov half of median)and exit rate (adjusted
incomemorethan60 percentof median)in measuredh thefollowing year

39 Ssomeaspect®f theDeleecketal. (1992)resultsraisequestionsFor instancepnly intact
householdsireincluded,sothatpoverty spellsof all individualscannotbe assessedlso,
classifying peopleaccordingto statusin year 1 negglectsthe fact that they may change
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Thereis considerablenobility in the low endof the incomedistribution, and pat-
ternsof mobility dovaryacrossountriesRecenstudiesof incomedynamicsjues-
tion the traditionalview thatlarge differencesn incomesareassociatedvith high
mobility. Furtherresearchusinglongerandlarger panelsandlooking at individ-
uals, where possible,ratherthan householdss neededo gain further and more
robustinsightsinto the cross-countryatternsof longitudinalpoverty.*

6.2 Family badkgroundandpoverty

Domestic sources Many studiesmeasurethe effects of family backgroundon

adult poverty outcomesfor childrenin the United States;they are reviewed by

Corcoran(1995). Thesestudiesanalyzeactual patternsof “transitions” between
childhoodand adult poverty status,measuredn a multitude of ways, including

welfarereceiptandlow incomesResearcherBave addressedariousexplanations
for the obsened correlationof adultandchild poverty outcomesjn particularthe

effect of ervironmentalandsocialinfluencesn childhood,suchasexperiencinga

parentaldivorce,growing up in a high-poverty neighborhoodandsoon.

TheU.S.literaturewasmadepossibleby two projects— the PanelStudyof Income
Dynamics(PSID)andtheNationalLongitudinalSurey (NLS) —thatcollectlongi-

tudinalinformationon socio-economiphenomenattheindividualandhousehold
level andthat have beenrunninglong enoughfor both parentsandchildrento be

obsenedin adulthood.

Othercountrieshave hithertonot gathereguchdataor have begunto dosoonly re-
centlyand,consequenthittle is known abouttheir actualtransmissiorof poverty
statusacrossgenerationg! Studiesin thesecountrieshave relied on dataon the
parentghathave beenrecalledby the childrenin adulthood,a sourcethat suffers
from large and possiblynon-randomerrors.Data on backgroundactors,suchas
parentaleducation,occupationfamily structureduring childhoodand residential
location,typically enteredascovariatesn explainingadultoutcomesarelikely to
suffer from lessrecall errorthaninformationaboutparentalincome.Explanations

their statusbetweenthe first and secondwave. Moreover, the datasometimesover two
consecutie years(NL, Lo, Lu) and sometimeswo yearsthat are one year apart. This
would, if exit rateswereconstanficrosountriesgeneratalifferentexit ratesasmeasured
in thepanel.

40 For additionalreferencesinddiscussionseeDuncanetal. (1992),Duncanetal. (1993)
andBurkhauserHoltz-EakinandRhody(1998).SeealsoAtkinson,BourguignonandMor-
risson(1992).

41 Thereis at leastone exceptionto this, the U.K. National Child DevelopmentSurwey,
which sampledall childrenbornin Britain duringa singleweekin 1951.Dataon the par
entswascollectedat the time of birth andthe children have sincebeenfollowed up at 5
occasionsApparentlythesedatacontainonly poorinformationaboutparentaincome.
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Table 9 Adult outcomedy childhoodpovertyin the United States

Childhoodpoverty status

Early Adult 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 the PSID. Child outcomes
areobsenredstartingin 1968for 3—13yearsbeforeagel7 andadultoutcomedor
3-1lyearsafterage24.n = 969 (blacks)and1306(whites).
SourceCorcoran(1995),Tablel, p 247.

of poverty outcomeghat make useof parentabackgroundnformationare,there-
fore, likely to bemorereliablethanactualpatternof incomeandpoverty mobility.

Growing up in a poorhouseholdn the United Statess adwerselyassociatedvith
adultsocio-economioutcomesEducationahttainmenandaveragdamily income
areworseand poverty risks are higher (Table 9). It would appearthat racemat-
ters.While the outcomedor blacksare overall lower thanfor whites,growing up
in poverty appeargo be associatedvith larger differencescomparedo the non-
poor for whites. This is also evidentin poverty transitionsbetweengenerations
(Table 10). Most studiesthat attemptto control for backgroundactorsin a mul-
tivariatecontext suggessubstantiaparentaincomeinfluenceson adultoutcomes
(Corcoran1995).

Someevidenceon the intergenerationatransmissiorof poverty is availablefrom

the United Kingdom. Namely Atkinson, Maynardand Trinder (1983) tracedthe
adultchildrenof thesampleusedby SeebohnRowntreeandassociates the 1950s
in York (seeRowntreeandLavers,1951).Usingdataof limited geographicover

ageto gaugethebivariatedistribution of parent-childncomeis subjectto anumber
of limitations, asis using mainly single-yeameasure®f income?*? The authors
discusghesdimitationsandalsocomparecross-sectionadatafrom their resulting
followed-upsamplewith nationally representatie ones.While the datafall short
of theideal of a nationallyrepresentatie panelwith long-runincomefor both par

entsandchildren,Atkinsonetal. (1983)carefully constructedncomeinformation
andwerevery explicit aboutthe possibleshortcoming®f the data.Moreover, the
children were sampledthroughthe follow-up at a stagein their life-cycle quite
similar to that of their parentswhich avoids the problemthatthe correlationof a

42 See(Jenkins1987)and(Solon,1989).
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Table 10 Transitionsbetweerchildhoodandearlyadultpoverty

Childhoodupbringing Early adultoutcomes

Percent Percenpoorl- Percenpoor51-

Poverty statusduringchildhood neverpoor 50% ofyear  100%of years

Black
Never poor 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
Never poor 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 the PSID.Child outcomes
areobsenredstartingin 1968for 3—13yearsbeforeagel7 andadultoutcomedor
3-1lyearsafterage24.n = 969 (blacks)and1306(whites).
SourceCorcoran(1995),Table2, p 248.

youngpersonsannualincomewith herlong-runincomemaybe quitelow (seee.qg.
Bjorklund, 1993). Examining patternsof intergenerationalow incomeincidence
is instructive. We shaw the 3 x 3 transitionmatrix for the followed-upsamplein
Tablel11.

Giventhe differencesn incomedefinitions,sampledesignand coverage,and so
on, it is not easyto comparethesefiguresto U.S. numbers.The oddsof children
of low incomeparentghatremainlow incomeratherthanbecomecomfortablyoff
is 2.6. The oddsthat comfortablyoff childrenremainso ratherthanbecomelow
incomeis 1.7. While the oddsof stayingpoorandcomfortablyoff arequite high,
thereis alsosubstantiamovementacrossncomeclasses.

Inter national sources Thereexist no comparatre studieghatcomparentergen-
erationalpoverty transitions.Indirect evidencecan be inferred from work on in-
tergenerationaincomecorrelations As longer paneldatahave becomeavailable,
studiesthat estimatethe intergenerationakorrelationin earnings,most often of
fathersandsonsasyoungadults,have becomemorecommon.

Subjectto stringentassumptionsegardingfunctionalform, estimatef the inter-
generationatorrelationscanbeusedto illustrateearningsoutcomeskFor example,
in Table12 we shaw the patternsof mobility betweendifferentearningsclassesn
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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: Incomesare definedasfamily earningstransfersotherincomelesstaxes,
nationalinsurancecontrikutions, other deductionsand housingcosts. Theseare
thendivided by the National AssistancgParents, 1950) or Supplementarenefit
(Children, 1975-8)scale.The obsenationsare classifiedas’low income’ if they
arebelow 1.4timesthe NA/SB scale,intermediate’if betweenl.4-1.99and’com-
fortably off’ if they have morethantwice the NA/SB scale Theoverallsamplesize
is 1430.

Source:(Atkinson et al., 1983), Table 5.6, p. 81. Seealsop. 71 for the income
definitionsandpp. 46—52for samplefollow-up procedures.

Swedenandthe United States given estimatedcorrelationsand the assumptions
that(a) the sons’long-runearningsvarianceis equalto thatof the fathers’and(b)
the dataaredrawvn from a bivariatelog-normaldistribution. The resultssuggesta
considerablyhigher‘poverty’ persistencén the United Statesrelative to Sweden,
a patternthatis accountedor by boththe highercorrelationandthe highercross-
sectionalvariance.The assumptionshat underliethe preseninumbersare strong.
Moreover, thenumbersn Tablel2referto long-runearninggmeasuredjuiteearly
in the sonsglife). Whenlongerpaneldatasetsbecomeavailablein othercountries,
furtherresearcltanexamineif findingssuchasthe above persistwhenparametric
assumptionsrerelaxed.

7 Summary

In this chapteywe have revieweddefinitionalissueshatarisein assessinghe ex-

tentof andchangen povertyin westerrindustrializedcountriesMany issuesnust
beresoledprior to (andafter)analyzingempiricalevidenceon poverty, including
thechoiceof resourcelevel of povertyline andappropriatedjustments$or thesize
andtype of theincome-sharinginit. The specificchoicesthataremadew.r.t these
issuesanda numberof othersinfluencethe extentof measuregoverty. The objec-
tive of assessingoverty is, however, oftencomparatie: to comparethe changean

poverty over time within a countryor acrosscountries We suggestedhat specific
measuremerthoicesarein thatcasdesslik ely to affecta poverty orderingarrived
atusingthesamemethodgshanthey areto affectthelevel in any countryata point
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in time.

Wereviewedtheexistingempiricalevidenceandpresentedur own estimatesising
theLIS databaseanddemonstratethatthe resultsaresensitve to the definitional
issuediscussedDependingpnhow resourcesyovertylinesandequialencescales
aredefined for instancepoverty in Irelandincreased lot, alittle, did not change
or decreasea lot usingthe samedatasetbetweentwo years.Nonethelessywhen
we apply a consistentdefinition of poverty to the datasetsavailablein LIS, we
find thatcertaincountrieshave poverty ratesthatareclearly higher(or lower) than
thosein other countries.However, thereis little evidencefor a uniform trendin
poverty acrosscountries- in recentyears poverty hasincreasedn somecountries
anddecreasedh others.

Looking at the first-orderimpactof the public sectorsuggestshat countrieswith
similar ratesof market incomepoverty canhave very differentpoverty ratesonce
taxesandtransfershave beenreceved. Longitudinalaspectof poverty have been
mostextensvely studiedwheresuitabledataareavailable,mostoftenin the United
StatesLookingatcross-nationadvidencesuggestshatmuchremaingo belearned
aboutthe patternf intra- andintergenerationapoverty mobility andtheir covari-
ates.Given that longitudinal datathat enablethe study also on a cross-national
basisof thesessuesareincreasinglyavailable,thisis anareawhereourknowledge
is likely to expandrapidly.
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A Datasources

TableA.1: Poverty rates

Country Years Poverty rate Resource Povertyline Equivalencescale Reference
Australia 1981,1985 12.5,12.3 disposabléencome 50 percentof me- squareoot Atkinson et al.
dian (1995)
1981,1985,1989 14.4,15.7,16.1 disposabléncome 50 percentof aver- OECD Cantillon,  Marx
age andBosch(1996)
1981.5,1989.5 9.4,15.0 IncomeAHC Hendersonpoverty New York Budget Saunder$1997)
line Suney of 1954
1981.5,1989.5 10.2,16.4 IncomeBHC Hendersonpoverty New York Budget Saunder$1997)
line Suney of 1954
Austria 1987 6.7 disposabléncome 50 percentof me-  squareroot Atkinson et al.
dian (1995)
Belgium 1985,1988 29,47 disposabléencome 50 percentof me- squareoot Atkinson et al.
dian (1995)
1985,1988,1992 5.8,6.2,5.5 disposabléncome 50 percentof aver- OECD Cantillon et al.
age (1996)
1987,1989 6.1,5.7 disposabléncome 50 percentof aver- OECD Deleeck et al.
ageincome (1992)
1987,1989 21.4,22.4 disposabléencome CSP impliedby CSP Deleeck et al.
(1992)
1987,1989 24.9,20.7 disposabléncome SPL implied by SPL Deleeck et al.
(1992)
1987,1989 29,27 disposabléncome legal implied by legal Deleeck et al.
standard (1992)
1976,1980,1985 7.9,76,7.2 disposabléencome 50 percentof aver- OECD O'Higgins and
age disposablein- Jenking(1990)
come
1978-79,1987-88 47,74 expenditure 50 percentof aver- 1,5,.3) de Vos and Zaidi
age (1996)
Canada 1981,1987 12.6,12.2 disposabléncome 50 percentof me-  squareroot Atkinson et al.
dian (1995)
1975, 1981, 1987, 10.2,9.0,8.1,7.6 disposabléencome 50 percentof aver- OECD Cantillon et al.
1991 age (1996)
1970, 1973, 1979,  17.0,10.6,7.8,7.1 income US poverty level US poverty Blank andHanratty
1986 (1985PPP) (1993)
Catalonia 1988 15.1 disposabléencome 50 percentof aver- OECD Deleeck et al.
ageincome (1992)
1988 31.3 disposablencome CsP implied by CSP Deleeck et al.
(1992)
1988 37.3 disposabléncome SPL implied by SPL Deleeck et al.
(1992)
Denmark 1987,1992 8.9,5.5 disposabléencome 50 percentof aver- OECD Cantillon et al.
age (1996)
1977,1980,1985 12.4,13.0,14.7 disposabléencome 50 percentof aver- OECD O'Higgins and
age disposablein- Jenkins(1990)
come
1976, 1977, 1978,  11.53,11.35,10.78,  disposabléncome 50 percentof ad- OECD PedersemndSmith
1979, 1980, 1981,  10.15,9.60, 10.20, justedmedian (1996)
1982, 1983, 1984,  11.35,10.87,10.01,
1985, 1986, 1987,  10.17, 9.95, 9.06,
1988,1989,1990 9.72,9.62,10.34
EC 1973/77, 1978/81, 12.8,12.6,13.9 disposabléncome 50 percentof aver- OECD O'Higgins and
1984/85 age disposablein- Jenking(1990)
come
Finland 1987 5.0 disposabléncome 50 percentof me- squaregoot Atkinson et al.
dian (1995)
1987,1991 5.5,6.4 disposabléncome 50 percentof aver- OECD Cantillon et al.
age (1996)
1966, 1971, 1976,  20.1,12.8,5.1,4.9,  disposabléncome Official (currenna- ~ OECD Gustafsson  and
1981,1985 2.9 tional pension) Uusitalo(1990)
1971, 1976, 1981, 8.8, 5.1, 5.8, 3.5, disposabléencome 50 percentof dis- OECD Jantti and Ri-
1985, 1990, 1991, 2.7,3.6,3.4,3.2 posablemedian takallio (1996a)
1992,1993
1981,1985,1990 4.9,35,25 disposabléncome 50 percentof me-  OECD Jantti and Ri-
dian takallio (19960)
France 1979,1984 8.2,75 disposabléncome 50 percentof me-  squareroot Atkinson et al.
dian (1995)
1979,1984 13.2,11.9 disposabléencome 50 percentof aver- OECD Cantillon et al.

age

(1996)

continuedon next page
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continuedfrom previouspage

Country Years Poverty rate Resource Povertyline Equivalencescale Reference
1975,1979,1985 19.9,17.7,17.5 disposabléencome 50 percentof aver- OECD O'Higgins and
age disposablein- Jenking(1990)
come
1984-85,1989 12.4,14.7 expenditure 50 percentof aver- (1,.5,.3) de Vos and Zaidi
age (1996)
Germary 1984 6.5 disposabléncome 50 percentof me-  squareroot Atkinson et al.
dian (1995)
1978,1983 8.2,8.0 disposabléncome 50 percentof aver- OECD Cantillon et al.
age (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 disposabléncome 50 percentof aver- OECD O'Higgins and
age disposablein- Jenking(1990)
come
1983,1988 8.9,9.7 expenditure 50 percentof aver- 1,.5,.3) de Vos and Zaidi
age (1996)
Greece 1988 19.9 disposabléncome 50 percentof aver- OECD Deleeck et al.
ageincome (1992)
1988 42.6 disposabléncome CsP impliedby CSP Deleeck et al.
(1992)
1988 42.0 disposablencome SPL implied by SPL Deleeck et al.
(1992)
1974,1981,1985 26.6,24.2,24.0 disposabléncome 50 percentof aver- OECD O'Higgins and
age disposablein- Jenking(1990)
come
1982,1988 18.1,17.9 expenditure 50 percentof aver- (1,.5,.3) de Vos and Zaidi
age (1996)
Iceland 1986, 1988, 1989, 9.8, 9.5, 8.0, 9.0, Olafsson and Sig-
1991, 1992, 1993, 9.8,10.5,12.5 urdsson(1996)
1995
Ireland 1987 10.7 disposabléncome 50 percentof me-  squareroot Atkinson et al.
dian (1995)
1973,1980,1987 15.9,17.4,21.2 disposabléncome 50 percentof aver- 1,6,.4 Cantillon et al.
age (1996)
1987,1989 17.2,17.3 disposabléencome 50 percentof aver- OECD Deleeck et al.
ageincome (1992)
1987,1989 29.6,32.0 disposabléncome CsP impliedby CSP Deleeck et al.
(1992)
1987,1989 31.6,39.6 disposabléencome SPL implied by SPL Deleeck et al.
(1992)
1987,1989 8.0,5.0 disposabléncome legal implied by legal Deleeck et al.
standard (1992)
1973,1980,1985 16.4,16.9,22.0 disposabléncome 50 percentof aver- OECD O'Higgins and
age disposablein- Jenking1990)
come
Italy 1975,1980,1984 10.6,9.4,11.7 disposablencome 50 percentof aver- OECD O'Higgins and
age disposablein- Jenking(1990)
come
1985,1989 18.6,21.1 expenditure 50 percentof aver- 1,.5,.3) de Vos and Zaidi
age (1996)
Lorraine 1987,1989 9.7,10.8 disposabléncome 50 percentof aver- OECD Deleeck et al.
ageincome (1992)
1987,1989 26.6,30.8 disposabléencome CSP impliedby CSP Deleeck et al.
(1992)
1987,1989 29.1,26.5 disposablencome SPL implied by SPL Deleeck et al.
(1992)
1987,1989 5.7,4.0 disposabléncome legal implied by legal Deleeck et al.
standard (1992)
Luxemboug 1985 5.4 disposablencome 50 percentof me- squaregoot Atkinson et al.
dian (1995)
1987,1989 7.6,7.6 disposabléncome 50 percentof aver- OECD Deleeck et al.
ageincome (1992)
1987,1989 14.7,14.5 disposabléncome CsP impliedby CSP Deleeck et al.
(1992)
1987,1989 23.2,125 disposablencome SPL implied by SPL Deleeck et al.
(1992)
1987,1989 6.4,5.0 disposabléncome legal implied by legal Deleeck et al
standard (1992)
Netherlands ~ 1983,1987 6.6,4.9 disposabléncome 50 percentof me-  squareroot Atkinson et al.
dian (1995)
1986,1987,1988 6.5,8.3,9.2 disposabléncome legal poverty line thoseimplied by le- Dirven and Bergh-

galpovertyline

man(1992)

continuedon next page
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Country Years Poverty rate Resource Povertyline Equivalencescale Reference
1986,1987,1988 12.1,12.7,14.7 disposabléencome subjectie poverty those implied by Dirven and Bergh-
line subjectie poverty man(1992)
line
1983,1987,1991 9.3,8.3,7.7 disposabléncome 50 percentof aver- OECD Cantillon et al.
age (1996)
1987,1989 71,72 disposabléncome 50 percentof aver- OECD Deleeck et al
ageincome (1992)
1987,1989 12.4,10.9 disposabléencome CSP impliedby CSP Deleeck et al.
(1992)
1987,1989 8.6,15.9 disposabléncome SPL implied by SPL Deleeck et al.
(1992)
1987,1989 8.5,7.2 disposabléncome legal implied by legal Deleeck et al.
standard (1992)
1977,1981,1985 6.6,7.0,7.4 EDI 50 percentof aver- OECD O'Higgins and
age disposablein- Jenking(1990)
come
1980,1988 47,48 expenditure 50 percentof aver- modified OECD  de Vos and Zaidi
age 1,5,.3) (1996)
1979, 1982, 1984, 5.2, 5.0, 3.3, 4.4,  disposabléncome 50 percentof me-  OECD Aabege, Andersen
1985, 1986, 1987, 4.9, 5.6, 6.5, 5.6, dian disposablein- and Wennemo
1988, 1990, 1991, 5.7,5.9,6.3,5.5 come (1996)
1992,1993
1979, 1982, 1984, 6.3, 6.2, 3.9, 4.9, disposabléencome 50 percentof oerv- OECD Aabege et al
1985, 1986, 1987, 4,5, 5.0, 6.4, 5.8, time average me- (1996)
1988, 1990, 1991, 5.7,5.6,5.7,4.5 dian
1992,1993
1979, 1982, 1984, 5.5, 5.6, 4.3, 4.6, disposabléencome legal pension OECD Aabege et al
1985, 1986, 1987, 5.2, 5.1, 55, 6.2, (1996)
1988, 1990, 1991, 6.4,6.5,7.1,5.5
1992,1993
1979, 1982, 1984, 5.1, 45, 3.4, 3.1,  netincome 50 percentof me-  OECD Aabege et al
1985, 1986, 1987, 3.7, 3.7, 4.0, 4.1, dian disposablein- (1996)
1988, 1990, 1991, 4.1,4.6,5.2,5.0 come
1992,1993
1979, 1982, 1984, 7.3, 7.3, 4.8, 3.3,  netincome 50 percentof the  OECD Aabege et al
1985, 1986, 1987, 3.3, 2.5, 3.0, 3.9, overtime average (1996)
1988, 1990, 1991, 3.8,3.9,4.4,4.1 medians
1992,1993
1979, 1982, 1984, 5.0, 4.4, 3.1, 2.7, netincome legal pension OECD Aabege et al
1985, 1986, 1987, 2.8, 1.9, 2.0, 3.1, (1996)
1988, 1990, 1991, 3.5,3.3,4.3,3.6
1992,1993
1979,1986 5.0,7.3 disposablencome 50 percentof me- squaregoot Atkinson et al.
dian (1995)
1979,1986,1991 4.8,6.4,5.3 disposabléncome 50 percentof aver- OECD Cantillon et al.
age (1996)
Portugal 1973/74, 1981, 23.4,27.8,28.0 disposabléencome 50 percentof aver- OECD O'Higgins and
1985 age disposablein- Jenking(1990)
come
1980,1989 26.4,24,5 expenditure 50 percentof na- 1,.5,.3) de Vos and Zaidi
tional average (1996)

Spain 1973,1980,1985 20.0,20.5,20.0 disposabléncome 50 percentof aver- OECD O'Higgins and
age disposablein- Jenking1990)
come

1980,1990 17.5,15.9 expenditure 50 percentof aver- 1,.5,.3) de Vos and Zaidi
age (1996)

Sweden 1981,1987 5.4,7.6 disposabléncome 50 percentof me- squaregoot Atkinson et al.
dian (1995)

1975, 1981, 1987, 5.2,4.6,6.3,6.0 disposabléncome 50 percentof aver- OECD Cantillon et al.
1992 age (1996)

1975, 1978, 1980, 3.8, 2.7, 3.1, 3.5, disposabléencome 50 percentof dis- OECD Gustafssorf1996)
1981, 1982, 1983, 3.8, 3.9, 4.1, 4.6, posablemedian

1984, 1985, 1986, 4.0, 4.3, 3.9, 4.4,

1987, 1988, 1989, 4.6, 4.8, 5.1, 5.2,

1990, 1991, 1992, 5.7

1993

1975, 1978, 1980, 11.8,9.1, 8.0, 8.2, disposabléncome Official (Soc.Ass OECD Gustafsson  and
1981, 1982, 1984, 9.8,10.4,8.6 guidelinesof 1985) Uusitalo(1990)
1985

Switzerland 1982 8.0 disposabléncome 50 percentof me-  squareroot Atkinson et al.
dian (1995)

UK 1979,1986 9.2,9.1 disposabléncome 50 percentof me-  squareroot Atkinson et al.
dian (1995)

1974,1979,1986 11.4,10.8,13.0 disposabléencome 50 percentof aver- OECD Cantillon et al.

age

(1996)

continuedon next page
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Country Years Poverty rate Resource Povertyline Equivalencescale Reference
1978, 1982, 1985, 6.8,7.8,10.7,18.3, Income(BHC) .61,.4,.09-.36 Goodman and
1988,1991 20.4 Webb(1994)
1975,1980,1985 6.7,9.2,12.0 disposabléncome 50 percentof aver- OECD O'Higgins and
age disposablein- Jenking(1990)
come
1985,1988 12.8,14.9 expenditure 50 percentof aver- 1,5,.3) de Vos and Zaidi
age (1996)
us 1979,1986 16.6,18.4 disposabléncome 50 percentof me- squareoot Atkinson et al.
dian (1995)
1974, 1979, 1986, 18.8, 18.6, 22.6,  disposabléncome 50 percentof aver- OECD Cantillon et al.
1991 22.6 age (1996)
1959, 1960, 1961, 18.5, 18.1, 18.1, mong income USpoverty line USpoverty line U.S. Bureauof the
1962, 1963, 1964, 17.2, 15.9, 15.0, Censugn.d.)
1965, 1966, 1967,  13.9, 11.8, 114,
1968, 1969, 1970,  10.0, 9.7, 10.1,
1971, 1972, 1973,  10.0,9.3, 8.8, 8.8,
1974, 1975, 1976, 9.7, 9.4, 9.3, 9.1,
1977, 1978, 1979, 9.2, 10.3, 11.2,
1980, 1981, 1982, 12.2, 12.3, 11.6,
1983, 1984, 1985, 11.4, 10.9, 10.7,
1986, 1987, 1988, 10.4, 10.3, 10.7,
1989, 1990, 1991, 11.5, 11.9, 12.3,
1992, 1993, 1994, 11.6,10.8
1995
1970, 1973, 1979,  10.1,9.5,9.0,11.6 income us officical US poverty scale Blank andHanratty
1986 poverty line (1993)
Note:
Source:
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TableA.2: Poverty ratesof children

Country Years Poverty rate Resource Povertyline Equivalencescale Reference
Australia 1981, 1985, 16.4,17.0,18.3 disposabléncome 50 percentof aver OECD Cantillon et al.
1989 age (1996)
Australia 1982, 1986, 14.0,13.1,14.0 disposabléncome 50 percentof me- EI = Rainwater and
1990 dian disposablein- y/([hhsizel-33x% Smeeding1995)
come .99/ heads age- 45|
Austria 1987 4.8 disposabléncome 50 percentof me- EI = Rainwater and
dian disposablein- y/([hhsizel-33x% Smeeding1995)
come .99/ heads age- 45|
Belgium 1985, 1988, 4.7,4.9,49 disposabléncome 50 percentof aver- OECD Cantillon et al.
1992 age (1996)

Belgium 1985, 1988, 3.4,3.1,3.8 disposabléncome 50 percentof me- EI = Rainwater and
1992 dian disposablein- y/([hhsizel-33x% Smeeding1995)

come .99/ heads age- 45,

Canada 1975, 1981, 16.5, 17.9, 18.1, disposabléncome 50 percentof aver- OECD Cantillon et al.
1987,1991 17.5 age (1996)

Canada 1971, 1975, 15.2, 14.6, 13.9, disposabléncome 50 percentof me- EI = Rainwater and
1981, 1987, 13.6,13.5 dian disposablein- y/ ([hhsize-33% Smeeding1995)
1991 come .99/ heads age- 45,

Denmark 1987,1992 4.0,3.6 disposabléncome 50 percentof aver OECD Cantillon et al.
age (1996)

Denmark 1987,1992 5.3,33 disposabléncome 50 percentof me- EI = Rainwater and
dian disposablein- y/([hhsizel-33x Smeeding1995)
come .99/ heads age- 45|

Finland 1987,1991 34,31 disposabléncome 50 percentof aver OECD Cantillon et al.
age (1996)

Finland 1987,1991 2.9,25 disposabléncome 50 percentof me- EI = Rainwater and
dian disposablein- y/([hhsizel-33x% Smeeding1995)
come .99!heads age- 45|

France 1979,1984 12.8,13.1 disposabléncome 50 percentof aver- OECD Cantillon et al.
age (1996)

France 1979,1984 6.4,6.5 disposabléncome 50 percentof me- EI = Rainwater and
dian disposablein- y/([hhsizel-33x% Smeeding1995)
come .99/ heads age- 45|

Germary 1978,1983 4.9,6.5 disposabléncome 50 percentof aver- OECD Cantillon et al.
age (1996)

Germary 1985,1989 4.0,3.2,4.8 disposabléncome 50 percentof me- EI = Rainwater and
dian disposablein- y/([hhsizel-33x Smeeding1995)
come .99/ heads age- 45|

Germary 1985,1989 6.4,6.8 disposabléncome 50 percentof me- EI = Rainwater and
dian disposablein- y/([hhsizel-33x% Smeeding1995)
come .99/ heads age- 45|

Ireland 1973, 1980, 15.7,18.5,26.0 disposabléncome 50 percentof aver- 1,6,.4 Cantillon et al.

1987 age (1996)

Ireland 1987 12.0 disposabléncome 50 percentof me- EI = Rainwater and
dian disposablein- y/([hhsizel-33x Smeeding1995)
come .99/ heads age- 45,

Israel 1979,1986 8.2,11.1 disposabléncome 50 percentof me- EI = Rainwater and
dian disposablein- y/([hhsizel-33x Smeeding1995)
come .99/ heads age- 45|

Italy 1986,1991 10.8,9.6 disposabléncome 50 percentof me- EI = Rainwater and
dian disposablein- y/([hhsizel-33x Smeeding1995)
come .99/ heads age- 45|

Luxemboug 1985 4.1 disposabléncome 50 percentof me- EI = Rainwater and
dian disposablein- y/([hhsizel-33x% Smeeding1995)
come .99/ heads age- 45|

Netherlands 1983, 1987, 7.0,8.9,9.2 disposabléncome 50 percentof aver- OECD Cantillon et al.

1991 age (1996)
Netherlands 1985 4.1 disposabléncome 50 percentof me- EI = Rainwater and
dian disposablein- y/([hhsizel-33x Smeeding1995)
come .99/ heads age- 45|
Norway 1979, 1985, 4.5,6.0,8.2 Disposabléncome 50 percentof me-  OECD Aabege et al.
1991 dian (1996)

Norway 1979, 1985, 4.1,3.4,5.8 Netincome 50 percentof me- OECD Aabege et al.
1991 dian (1996)

Norway 1979, 1986, 4.4,3.9,3.9 disposabléncome 50 percentof aver- OECD Cantillon et al.
1991 age (1996)

Norway 1979, 1986, 3.8,3.8,4.6 disposabléncome 50 percentof me- EI = Rainwater and
1991 dian disposablein- y/([hhsizel-33x Smeeding1995)

come

.99/ heads age- 45|

continuedon next page
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Country Years Poverty rate Resource Povertyline Equivalencescale Reference
Sweden 1975, 1981, 2.1,45,3.1,2.6 disposabléncome 50 percentof aver- OECD Cantillon et al.
1987,1992 age (1996)
Sweden 1967, 1975, 3.3, 1.9, 3.9, 3.0, disposabléncome 50 percentof me- EI = Rainwater and
1981, 1987, 2.7 dian disposablein- y/([hhsizel-33% Smeeding1995)
1992 come .99/ heads age- 45|
Switzerland 1982 3.3 disposabléncome 50 percentof me- EI = Rainwater and
dian disposablein- y/([hhsizel-33x% Smeeding1995)
come .99/ heads age- 45|
UK 1974, 1979, 10.8,10.7,17.4 disposabléncome 50 percentof aver- OECD Cantillon et al.
1986 age (1996)
UK 1969, 1974, 5.4,7.0,8.5,9.9 disposabléncome 50 percentof me- EI = Rainwater and
1979,1986 dian disposablein- y/([hhsizel-33x Smeeding1995)
come .99/ heads age- 45|
us 1974, 1979, 22.8, 24.1, 30.7, disposabléncome 50 percentof aver OECD Cantillon et al.
1986,1991 30.3 age (1996)
us 1969, 1974, 13.1, 17.3, 18.5, disposabléncome 50 percentof me- EI = Rainwater and
1979, 1986, 22.9,215 dian disposablein- y/([hhsizel-33x Smeeding1995)
1991 come .99/heads age- 45|
Note:
Source:
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TableA.3: Poverty ratesof elderly

Country Years Poverty rate Resource Povertyline Equivalencescale Reference
over65
Australia 1981, 1985, 29.9,33.4,32.5 disposabléencome 50 percentof aver- OECD Cantillon et al.
1989 age (1996)
Australia 1981,1985 30.6,33.9 Grossincome 50 percentof me-  OECD Phipps(1994)
dian equivalent
grossincome
Belgium 1985, 1988,  11.3,10.6,10.6 disposabléncome 50 percentof aver- OECD Cantillon et al.
1992 age (1996)
Canada 1975, 1981, 34.5,24.6,14.3,8.6 disposabléencome 50 percentof aver- OECD Cantillon et al.
1987,1991 age (1996)
Canada 1981,1987 22.0,12.8 Grossincome 50 percentof me-  OECD Phipps(1994)
dian equivalent
grossincome
Denmark 1987,1992 25.9,6.3 disposabléncome 50 percentof aver- OECD Cantillon et al.
age (1996)
Finland 1987,1991 10.1,14.4 disposabléencome 50 percentof aver- OECD Cantillon et al.
age (1996)
France 1979,1984 16.0,7.3 disposabléncome 50 percentof aver- OECD Cantillon et al.
age (1996)
Germary 1978,1983 20.9,18.8 disposabléencome 50 percentof aver- OECD Cantillon et al.
age (1996)
Ireland 1973, 1980, 33.8,24.4,9.7 disposablencome 50 percentof aver- 1,6,.4 Cantillon et al.
1987 age (1996)
Netherlands 1983, 1987, 6.4,2.7,7.2 disposabléncome 50 percentof aver- OECD Cantillon et al.
1991 age (1996)
Norway 1979, 1985, 8.0,2.9,0.7 Disposabléncome 50 percentof me- OECD Aabege et al
1991 dian (1996)
Norway 1979, 1985, 8.9,3.2,0.8 Netincome 50 percentof me- OECD Aabege et al
1991 dian (1996)
Norway 1979, 1986, 6.7,16.4,9.5 disposablencome 50 percentof aver- OECD Cantillon et al.
1991 age (1996)
Sweden 1975, 1981, 8.6,0.9,4.3,4.9 disposablencome 50 percentof aver- OECD Cantillon et al.
1987,1992 age (1996)
Sweden 1981,1987 5.8,11.4 Grossincome 50 percentof me-  OECD Phipps(1994)
dian equivalent
grossincome
UK 1974, 1979, 34.4,25.9,13.3 disposabléncome 50 percentof aver- OECD Cantillon et al.
1986 age (1996)
us 1974, 1979, 31.4, 28.9, 28.3, disposabléncome 50 percentof aver- OECD Cantillon et al.
1986,1991 26.1 age (1996)
us 1981,1985 32.1,29.3 Grossincome 50 percentof me-  OECD Phipps(1994)
dian equivalent
grossincome
Note:
Source:
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TableA.4: Poverty ratesof women

Country Years Poverty rate Resource Povertyline Equivalencescale Reference
Women
Denmark 1976, 1980, 12.93,11.30,11.67,10.80sposabléncome 50 percentof me- OECD PederseandSmith
1985,1990 dian (1996)
Norway 1979, 1985, 3.3,4.0,4.9 Netincome 50 percentof me- OECD Aabege et al.
1991 dian (1996)
Norway 1979, 1985, 2.6,3.0,4.0 Netincome 50 percentof me- OECD Aabege et al.
1991 dian (1996)
UK 1971, 1976, 9,7,-5,1 householdnet (dis- 40 percentof aver McClementsscale Jenkins and
1981,1988 posablejncome age disposablein- O’Leary (1998)
comein 1979
UK 1971, 1976, 7,6,-2,-1 householdnet (dis- 40 percentof cur McClementsscale Jenkins and
1981,1988 posablejncome rentaveragedispos- O’Leary (1998)
ableincome
UK 1971, 1976, 14,11,1,-1 householdnet (dis- 50 percentof aver McClementsscale Jenkins and
1981,1988 posablejncome age disposablein- O’Leary (1998)
comein 1979
UK 1971, 1976, 13,11,3,5 householdnet (dis- 50 percentof cur- McClementsscale Jenkins and
1981,1988 posablejncome rentaveragedispos- O’Leary (1998)
ableincome
UK 1971, 1976, 13,13,5,4 householdnet (dis- 60 percentof aver McClementsscale Jenkins and
1981,1988 posablejncome age disposablein- O’Leary (1998)
comein 1979
UK 1971, 1976, 14,13,8,8 householdnet (dis- 60 percentof cur McClementsscale Jenkins and
1981,1988 posablejncome rentaveragedispos- O’Leary (1998)
ableincome
UK 1979, 1981, 5,-1,-2,-3,-8 householdnet (dis- 40 percentof aver- McClementsscale Jenkins and
1987, 1988.5, posablejncome age disposablein- O’Leary (1998)
1990.5 comein 1979
UK 1979, 1981, 5,-1,1,6,6 householdnet (dis- 40 percentof cur- McClementsscale Jenkins and
1987, 1988.5, posablejncome rentaveragedispos- O’Leary (1998)
1990.5 ableincome
UK 1979, 1981, 13,3,4,6,3 householdnet (dis- 50 percentof aver McClementsscale Jenkins and
1987, 1988.5, posablejncome age disposablein- O’Leary (1998)
1990.5 comein 1979
UK 1979, 1981, 13,3,7,9,11 householdnet (dis- 50 percentof cur- McClementsscale Jenkins and
1987, 1988.5, posablejncome rentaveragedispos- O’Leary (1998)
1990.5 ableincome
UK 1979, 1981, 16,9,7,9,8 householdnet (dis- 60 percentof aver- McClementsscale Jenkins and
1987, 1988.5, posablejncome age disposablein- O’Leary (1998)
1990.5 comein 1979
UK 1979, 1981, 16,9,10,11,12 householdnet (dis- 60 percentof cur- McClementsscale Jenkins and
1987, 1988.5, posablejncome rentaveragedispos- O’Leary (1998)
1990.5 ableincome
Femalehead
Australia 1981, 1985, 39.4,42.1,425 disposabléncome 50 percentof aver- OECD Cantillon et al.
1989 age (1996)
Australia 1981,1985 32.9,34.9 Grossincome 50 percentof me- OECD Phipps(1994)
dian equialent
grossincome
Belgium 1985, 1988, 9.0,13.8,9.9 disposabléncome 50 percentof aver- OECD Cantillon et al.
1992 age (1996)
Canada 1975, 1981, 42.7, 354, 27.8, disposabléncome 50 percentof aver- OECD Cantillon et al.
1987,1991 26.9 age (1996)
Canada 1981,1987 29.4,26.1 Grossincome 50 percentof me- OECD Phipps(1994)
dian equialent
grossincome
Denmark 1987,1992 20.2,13.7 disposabléncome 50 percentof aver OECD Cantillon et al.
age (1996)
Finland 1987,1991 15.9,20.7 disposabléncome 50 percentof aver- OECD Cantillon et al.
age (1996)
France 1979,1984 23.4,15.1 disposabléncome 50 percentof aver- OECD Cantillon et al.
age (1996)
Germary 1978,1983 28.7,22.1 disposabléncome 50 percentof aver OECD Cantillon et al.
age (1996)
Ireland 1973, 1980, 15.9,17.4,21.2 disposabléncome 50 percentof aver- 1,.6,.4 Cantillon et al.
1987 age (1996)
Netherlands 1986, 1987, 17.2,16.7,15.0 disposabléncome legal poverty line thoseimplied by le- Dirven and Bemgh-
1988 galpoverty line man(1992)
Netherlands 1986, 1987, 36.1,38.0,38.3 disposabléencome subjectie poverty those implied by Dirven and Bergh-
1988 line subjectve poverty man(1992)

line

continuedon next page
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continuedfrom previouspage

Country Years Poverty rate Resource Povertyline Equivalencescale Reference
Netherlands 1983, 1987, 11.6,10.9,12.1 disposabléncome 50 percentof aver- OECD Cantillon et al.
1991 age (1996)
Norway 1979, 1986, 10.7,26.7,17.6 disposabléncome 50 percentof aver OECD Cantillon et al.
1991 age (1996)
Sweden 1975, 1981, 13.9,5.2,13.1,14.7  disposabléncome 50 percentof aver OECD Cantillon et al.
1987,1992 age (1996)
Sweden 1981,1987 8.4,17.1 Grossincome 50 percentof me- OECD Phipps(1994)
dian equivalent
grossincome
UK 1974, 1979, 36.7,25.7,15.7 disposabléncome 50 percentof aver- OECD Cantillon et al.
1986 age (1996)
us 1974, 1979, 43.0, 36.8, 41.8, disposabléencome 50 percentof aver OECD Cantillon et al.
1986,1991 40.0 age (1996)
us 1981,1985 35.9,38.2 Grossincome 50 percentof me- OECD Phipps(1994)
dian equivalent
grossincome
Singlemothers
UK 1968,1988 17.4,4.1 disposableincome 40 percentof 1988  those implied by Wright (1992)
AHC averageincome the Supplementary
BenefitSystem
UK 1968,1988 38.5,9.6 disposableincome 50 percentof 1988  those implied by Wright (1992)
AHC averageincome the Supplementary
BenefitSystem
UK 1968,1988 61.5,23.7 disposableincome 60 percentof 1988  those implied by Wright (1992)
AHC averageincome the Supplementary
BenefitSystem
us 1963, 1969, 58.2, 48.3, 46.3, family income US official US official poverty Cutler and Katz
1973, 1979, 41.3,48.3,43.8 (1991)
1983,1989
Note:
Source:

66



Table A.5 Estimatedooverty headcountratesfor all personausingLIS 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) 8.27.37.512.09.5
1989

Germary 198319841989 0.06.55.6

Ireland 1987 11.3

Italy 19861991 10.410.3

Luxemboug 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 arethe headcountratio using50 percenof medianadjusted
disposablencomeaspovertyline.

SourceAuthors’ calculationdrom LIS database.
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Table A.6 Estimatedooverty headcountratesfor 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) 7.26.97.410.18.4
1989

Germary 198319841989 0.06.44.8

Ireland 1987 13.8

Italy 19861991 11.513.5

Luxemboug 19851991 5.254

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

6.08.09.012.518.5
19.420.524.624.1

UnitedKingdom 19691974197919861991
UnitedStates  1974197919861991

Note:Numbersshown arethe headcountratio using50 percenof medianadjusted
disposablencomeaspoverty line. Eachchild (underl8) is countedonce.
SourceAuthors’ calculationdrom LIS database.
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Table A.7 Estimatedooverty headcountratesfor elderly personsisingLIS data

Country Years Poverty rates

Australia 198119851989 8.95.65.4

Austria 1987 1.2

Belgium 198519881992 3.33.245

Canada 19711975198119871991 10.79.59.27.88.3

Denmark 19871992 7.57.3

Finland 19871991 5.56.0

France 197919811984 (FR) 1984(FB) 6.65.88.511.78.1
1989

Germary 198319841989 0.04.84.2

Ireland 1987 11.5

ltaly 19861991 6.35.0

Luxemboug 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 arethe headcountratio using50 percenbof medianadjusted
disposableincome as poverty line. Eachelderly person(over 65) personin the
households countedonce.

SourceAuthors’ calculationdrom LIS database.
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Table A.8 Estimatedpoverty headcountratesfor personsn female-headetouse-
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) 18.732.414.420.919.9
1989

Germary 198319841989 0.017.416.9

Ireland 1987 14.8

Italy 19861991 19.320.0

Luxemboug 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 arethe headcountratio using50 percenof medianadjusted
disposablencomeaspoverty line. Every personliving in a female-headetiouse-
holdis countedonce.

SourceAuthors’ calculationdrom LIS database.
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