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EXPLAI NI NG THE GENDER POVERTY GAP I N DEVELOPED AND
TRANSI TI ONAL ECONOM ES
| . 1 NTRODUCTI ON

As econom es throughout the world experience |arge and
wrenchi ng changes, poverty has increasingly becone a problem
in country after country. This is true regardless of whether
t hese changes result from gl obalization, the economc
transition fromsocialismto capitalism increasing
mar ket i zati on and privatization, or sonme other major economc
transformati on (Asl anbeigui, Pressman & Summerfield 1994; Funk
& Muel l er 1993; Moghadam 1996).

A concom tant, disturbing aspect of rising poverty
t hroughout the world is that poverty has increasingly becone
fem ni zed-- wonen are nmuch nore |likely than men to be poor
Thi s phenomenon was first noticed in the US (Pearce 1978,

1989; Pressman 1988), but nore recently the problem of the
fem ni zati on of poverty has beconme an international concern as
wel |l (Pressman 1998; Casper, MLanahan & Garfinkel 1994).

This article enploys the Luxenmbourg I ncome Study (LIS) to
conpare poverty rates for femal e-headed househol ds (FHHs) wth
poverty rates for other households in a nunmber of devel oped
and transitional economes. It then seeks to explain why, in
some countries, fenale-headed households are so nuch nore
likely to be poor conpared to other famlies.

The next two sections describe the LIS and di scuss sone
of the problens encountered in nmeasuring poverty. The paper

t hen conputes poverty rates in individual countries for



f emal e- headed househol ds and for all other househol ds using
the LIS database. G ven the problens associated with
measuri ng poverty, we present several estimates of poverty for
both types of household. Two sections then | ook at two

t heoretical explanations for the gender poverty gap-- human
capital theory and a Keynesi an approach that enphasizes the

i nportance of fiscal policy as an antipoverty tool. The | ast
section summari zes the main findings and draws sonme policy
concl usi ons.

1. THE LUXEMBOURG | NCOVE STUDY

The Luxenbourg I ncone Study began in April 1983 when the
government of Luxenmbourg agreed to devel op, and nmake avail abl e
to social scientists, an international m crodata set
containing a | arge nunber of income and soci o-denographic
vari abl es.

One goal in creating this database was to enpl oy comon
definitions and concepts so that variables are neasured
according to uniform standards across countries. As a result,
researchers can be confident that the cross-national data they
are | ooking at and anal yzi ng has been made as conparabl e as
possi bl e.

By early 2000, the LIS contained information on 27
nations. Data for each country was originally derived from
nati onal household surveys simlar to the US Current
Popul ation Reports, or fromtax returns filed with the

nati onal revenue service. Dat asets for additional countries



are in the process of being added to the LIS.

Currently there are four waves of data avail able for
i ndi vidual countries. Wave | contains datasets for the late
1970s and early 1980s. Wave |l contains datasets for the md
1980s. Wave Il contains datasets for the |ate 1980s and
early 1990s. Finally, Wave IV (currently in the process of
bei ng put online) contains country datasets for the md 1990s.

LIS data is available for nore than 100 inconme vari abl es

and nearly 100 soci o-denographi c vari ables. Wage and sal ary
i ncones are contained in the database for househol ds as well
as for different household nenbers. |In addition, the dataset
i ncludes information on in-kind earnings, property incone,
al i mony and child support, pension inconme, enployer soci al
i nsurance contributions, and numerous governnent transfer
payments and i n-kind benefits such as child all owances, Food
St anps and soci al security. There is also information on five
different tax paynments. Denographic variables are avail able
for factors such as the education | evel of household nenbers;
the industries and occupati ons where adults in the famly are
enpl oyed; the ages of all famly menbers; household size,
ethnicity and race; and the marital status of the famly or
househol d head.

This wealth of information pernmts researchers to do
cross-national studies of poverty and inconme distribution, and
to address enpirically questions about the causes of poverty.

It also allows great flexibility in how income and poverty



are nmeasured.
[11. POVERTY CALCULATI ONS USI NG THE LIS

How to cal cul ate poverty rates has been a matter of
consi derabl e controversy in the US since the 1960s. The
met hod currently enployed was devel oped by Ml lie O shansky
(1965, 1969) of the Social Security Adm nistration in the
early 1960s. Orshansky first calcul ated the cost of the
m ni mum anount of food that different types of famlies would
need during one year. Since Agriculture Department surveys
found that famlies spent around one-third of their after-tax
i ncome on food, the cost of an econony food plan for famlies
of different types and sizes was nmultiplied by 3 in order to
arrive at poverty lines for each famly type. Poverty lines
for each type of famly are increased annually with the
increase in consuner prices. Poverty lines thus represent a
real standard of living for famlies of a particular type and
size that remmins invariant over tine. The poverty rate is
cal cul ated as the percentage of US fam lies whose incone,
before taxes, falls below the poverty line (for their famly
size and type) in a given year

The Orshansky net hodol ogy for conputing poverty rates has
been criticized on a nunber of grounds. Rodgers (2000) argues
that the m ninmum food requirenments for a famly were designed
for short-term emergency situations only and woul d not be able
to neet the nutritional needs of a famly for an entire year.

Si nce the food budgets used by Orshansky were 80 percent of



what was necessary to provide a nutritional diet for the
entire year, Rodgers argues that the Orshansky poverty lines
are 80 percent too |low. Schwarz and Vol gy (1992) argue that
food consunption has fallen fromone-third to one-fifth of

fam |y spending, so current poverty |lines should be based upon
a food nmultiplier of 5 rather than 3. This would raise
poverty lines by two-thirds, and al so make poverty-| evel

i ncomes consistent with what public opinion surveys have found
to be the amount of inconme people believe that a famly
requires to escape poverty. Taking a slightly different tack,
Watts (1986) argues that in the early 1960s the poor paid no
income taxes and virtually no social security taxes. But in
the 1970s and 1980s, poor famlies faced a consi derable tax
burden. Cal cul ati ng poverty based upon pre-tax inconmes
ignores the fact that pre-tax incones can buy |ess than a
conparabl e or real pre-tax income fromthe 1960s. Although
this point was undoubtedly a good one during the |ate 1980s,

it may no | onger be valid given sharp increases in the earned
income tax credit during the 1990s.

The nost frequent criticismof the O shansky net hodol ogy,
however, is a phil osophical one rather than a technical one.
Orshansky devel oped an absol ute nmeasure of poverty. Poverty
i's supposed to nmeasure the m ninmumincone necessary for a
famly to survive during the course of a year. But severa
aut hors (Dunl op 1965, Fuchs 1965, Rai nwater 1974, Ruggl es

1990) have argued that human bei ngs are social animls, and so



the standard of what is mnimally necessary nmust vary from
time to time and from place to place. For exanple, private
bat hs and tel evision sets were not necessities in the 1920s or
the 1930s, but they are necessities today. Likewse, child
care was not a necessity in the 1950s or 1960s. But as nore
and nmore fam lies have two earners, or just one adult headi ng
t he household, child care becones an inportant famly
expenditure. For this reason, these authors contend that
poverty should be neasured in relative ternms, as sone fraction
of the average incone at a particular tinme and in a particular
pl ace.

Addi tional problens arise when enploying real, absolute
poverty lines in cross-national studies. Wenever we conpare
two countries with different national currencies we have to
conpare incones that are nmeasured in different units.
Consequently, some way has to be found to convert one incone
into an equival ent incone denom nated in some other currency.

Exchange rates between two currencies is a first, |ogical
suggestion. But exchange rates vary consi derably fromday to
day, fromnmonth to nonth, and fromyear to year; and they vary
for specul ati ve reasons that have nothing to do with changes
in the relative value of the two currencies or the relative
living standards in the two countries.

One attenpt to get around this problemis to | ook at
purchasi ng power parity. The idea behind this notion is

straight-forward. Sonme goods are sold virtually everywhere



t hroughout the world; by conparing the cost of these goods
fromcountry to country we can obtain a good neasure of the
real value of two different currencies. |If a MDonald' s
hanmburger sells for $1 in the United States and 100 yen in
Japan, then $1 and 100 yen shoul d represent equival ent real

i ncomes. According to the purchasing power parity theory,
regardl ess of the exchange rate between the dollar and the
yen, $1=100 yen shoul d be used when conparing real inconmes in
the US and Japan.

Unfortunately, serious problenms with the notion of
purchasi ng power parity make its use problematic when
attenmpting to conpare equivalent incomes in different nations.

Pur chasi ng power parity assunes that donestic prices for any
good reflect only domestic costs. Transportation costs and
ot her costs of trade as well, as all trade restrictions, get
assumed away. So, too, do the different spending patterns
that exist in different countries. |In the real world,
however, these factors are all inportant in determ ning the
price of goods in a particular country.

Because of the argunments in favor of a relative notion of
poverty, and because of problenms with conparing real inconmes
across nations, nost LIS studies have enployed a rel ative
notion of poverty. These studies usually define poverty |ines
as 50 percent of nedian adjusted famly or household incone,
after taxes, within a country for a specified year. Adjusted

fam |y income controls for the different sizes of different



fam lies, and recogni zes that $20,000 goes a lot further in a
famly of 2 than in a famly of 5. Most enpirical studies
using the LIS take the income needs of a second adult to be 70
percent of the income needs of a first adult and the inconme
needs of children as 50 percent of the first adult. These
wei ghts are simlar to the inmplicit weights in the official US
definition of poverty, and the fam |y equival ence scal es used
by the OECD.
| V. ESTI MATI NG THE GENDER POVERTY GAP

Fol l owi ng the standard LIS nethodol ogy for conputing
poverty, Table 1 presents poverty rates for those countries in
Wave Il of the LIS. Poverty rates are calcul ated for
househol ds headed by a single female and al so for all other
househol ds. The | ast columm of each table shows the
di fference between the poverty rate for feml e-headed
househol ds and the poverty rate for all other househol ds.

For Wave 111, the difference between these two poverty
rates (the gender poverty gap) ranges from around -2% (for
Pol and), meaning that poverty rates for femal e-headed
househol ds are two percentage points |ower than other poverty
rates for other famlies, to about +18% (for the US), meaning
t hat poverty rates for fenal e-headed US househol ds are 18
per cent age poi nts higher than poverty rates for other US
househol ds. For Wave |11 datasets, the gender poverty gap
averages 4.4% (unwei ght ed).

A nunber of studies of the poverty gap (e.g., Casper,



McLanahan & Garfinkel 1994; Christopher et al. 1999) have

| ooked at the ratio of poverty rates for femal e-headed
househol ds and ot her househol ds rather than differences in
these two rates. This approach may result fromthe habits of
| abor econoni sts, who typically exam ne and study earnings
ratios. But |ooking at poverty rate ratios is objectionable
on two counts. First, poverty rates are supposed to represent

the probability that a famly is poor. Wen conparing the

poverty rate for femal e-headed households with the poverty
rate for other households we usually want to know how nuch
nore likely it is that femal e-headed household will be poor.
Differences in poverty rates give us this inportant

i nformation; ratios do not.

Second, with ratios, small percentage point differences
can lead to large ratio differences that can be m sl eadi ng
when we attenmpt to interpret the nunbers or analyze the causes
of the gender poverty gap. For exanple, if 1% of other
househol ds are cal culated to be poor and 2% of fenal e-headed
househol ds are poor (essentially the results for the Czech
Republic), ratios focus on the fact that wonen are twi ce as
likely to be poor as nmen. But given the reporting errors in
survey data, plus the sonewhat arbitrary nature of any
equi val ence scal es and poverty lines, the difference between a
poverty rate of 1% and a poverty rate of 2%is quite small and
may not be robust or significant. Differences in poverty

rates nmakes this fact clear; poverty rate ratios do not. To
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the contrary, with ratios, a poverty rate for fenmal e-headed
househol ds of 20% and a poverty rate for other househol ds of
10% (essentially the case of Canada) seem just as bad as the
2% and 1% case because it also yields a ratio of 2. But
clearly, wonmen in the Czech Republic are relatively better off
than the wonmen in Canada. To neke this clear it is necessary
to focus on poverty rate differences rather than on ratios of
poverty rates.

The gender poverty gaps reported in Table 1 divide
naturally into three different groups. First, there are
countries with very small and insignificant gender poverty
gaps. For Belgium (1992), the Czech Republic, Hungary, Italy,
Luxenmbourg, the Slovak Republic and Spain there is virtually
no di fference between poverty rates for femal e-headed
househol ds and for other households; and in two countries
(Poland and Switzerl and) poverty rates for fenal e-headed
househol ds are slightly bel ow poverty rates for other
househol ds. Second, 11 countries (Belgium (1988), Denmark,

Fi nl and, France, Germany, Israel, the Netherl ands, Norway,
Sweden, Taiwan, and the UK) have slightly higher FHH poverty
rates. For these countries the gender poverty gap ranges from
around 2 percentage points (Norway) to a little more than 6
percent age points (United Kingdom. Finally, four countries
have extrenely | arge gender poverty gaps. In Canada, the
gender poverty gap is alnost 10 percentage points; and in

Australia, the gender poverty gap exceeds 11 percentage
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points. Even worse performers are Russia, with a gender
poverty gap of al nost 15 percentage points and the United

St at es where the gender poverty gap approaches 18 percent age
poi nts.

St udi es using other waves of the LIS, and exam ning
f emal e- headed househol ds and poverty (Wi ght 1995; Pressman
1998), have found a simlar pattern. Those countries with a
smal | gender poverty gap in one year tend to have a smal
gender poverty gap in the other year. Australia, Canada and
the US do badly in both time periods (there is no Russian
dat abase for Wave I1); while Italy, Luxenmbourg and Pol and do
well in both tine periods. Countries falling in the m ddle
ground in one time period also tend to fall in the mddle
ground in other tinme periods. There thus appears to be
relatively little change from one wave or tinme period to the
next when it comes to rank ordering countries. Put another
way, international differences in poverty are nmuch greater in
one time period than intertenporal differences in poverty in
one nati on.

One interesting question is what has happened in
transitional economes as a result of sharp reductions in the
role of governnment in economic activity and giving greater
sway to the market. Wave |l datasets provide a benchmark for
before the transition process; Wave |1l datasets give a
snapshot of the very beginning of the transfornmati on process.

These Waves show only small gender poverty gaps. When Waves
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|V and V datasets finally come online we will be able to see
the inmpact of the full transition process. O her evidence of
the inmpact of this transformati on on wonen (Funk & Miel | er
1993; Asl anbeigui, Pressman & Summerfield 1994) prevents one
from being optimstic about gender poverty gaps for these
nations as the transition process noves forward.

V. A SENSITIVITY ANALYSI S

G ven the problenms with survey data, as well the problens
with defining poverty that we discussed in section Ill, one
i nportant question that needs to be addressed is how nuch
hi nges on the decisions that get nade when measuring poverty.

This section attenpts to answer this question by neans of a
sensitivity anal ysis.

Tabl e 2 uses Wave Il of the LIS and the standard
equi val ence scales for deriving adjusted famly incone. It
differs only by using a slightly different definition of
poverty. In Table 2, households are taken to be poor if the
fam ly income falls below 40% of nean adjusted househol d
income (rather than the usual 50% . Using this alternative
poverty definition the stylized facts presented in section IV
do not change very nuch. The US still has the greatest
probl em of fem nized poverty, although the poverty rate for
FHHs and the gender poverty gap are both a bit |ower due to
the | ower poverty line. Moreover, the sane four countries
(Australia, Canada, Russia and the US) still have the |argest

gender poverty gaps and the highest poverty rates for FHHs.
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Li kewi se, npbst of the countries with | ow gender poverty gaps
using a 50% of medi an i nconme poverty line also have | ow or no
gender poverty gaps when defining poverty as having | ess than
40% of adjusted mean famly income. Poland has the | owest
gender poverty gap in both instances. And the sane set of
countries (the Czech Republic, Hungary, Italy, Luxembourg, the
Sl ovak Republic, Spain and Switzerland) have negligi bl e gender
poverty gaps in both tine periods. The only major change in
our results is that a nunber of countries with noderate gender
poverty gaps when we set a higher poverty |line now have
negli gi bl e poverty gaps. 1In the UK, for exanple, the gender
poverty gap falls from®6.3%to 0.1% while in Israel the
gender poverty gap falls from4.8%to 0.9% Overall, the
correl ati on between the gender poverty gap using a poverty
line set at 50% of nmedian (adjusted) inconme and the gender
poverty gap using a poverty line set at 40% of nedi an
(adjusted) income exceeds 80 percent.

Tabl e 3 uses Wave Il LIS datasets as well as the
standard LIS poverty line-- 50% of nedian adj usted househol d
income. However, it differs from Table 1 by using a different
equi val ence scale to get adjusted household incomes. Table 3
gi ves every person in a given household an equal weight,

t hereby assum ng that no econom es of scale exist for
househol d consunption. W can think of this as the other
extreme to the normal assunption of fairly significant

econom es of scale in famly size.
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Thi s change al so does not seemto have much inpact on our
story about wonen and poverty. The main change here is that
poverty rates are higher when we assume that each child has
the same inconme needs as the first adult in the famly (rather
t han needs that are one-half of that). This pushes down
adj ust ed househol d i ncome and nany nore househol ds with
children are categorized as poor. Since femal e-headed
househol ds typically have nore children than other househol ds
(because married couples without children are all counted as
part of other househol ds), we get higher gender poverty gaps
when we | ook at per capita househol d i ncones.

Nonet hel ess, the trans-national story about wonen and
poverty changes very little with our alternative neasure of
househol d i nconme. Again, the US has the | argest gender
poverty gap of all countries exam ned as well as the highest
poverty rate for FHHs. Likew se, the sane set of four
countries (Australia, Canada, Russia and the US) still have
the | argest gender poverty gaps and the four highest poverty
rates for FHHs. At the other end of the spectrum Poland
continues to have the | owest (negative) gender poverty gap,
while the same set of countries generally tend to have the | ow
gaps. The correlation between the gender poverty gap
estimated in Table 1 and the gender poverty gap on this
alternative definition of adjusted household income is 70
percent.

VI . POSSI BLE CAUSES OF THE GENDER POVERTY GAP
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Theoretical explanations for different gender poverty
gaps anpbng nations can generally be divided into three broad
cat egori es.

First, neocl assical econom c theory attributes wage
differentials primarily to productivity differences. Soneone
who is nore valuable to their firmwll get paid nore than
soneone who contributes less to firmrevenues. Human capital
t heory (Becker 1993) has taken this idea one step further, and
has attempted to explain wage rates based upon the education
and experience |evel of the individual. The insight of hunman
capital theory is that nore educated workers will be nore
productive and will thus receive higher pay. Likew se, nore
experienced workers will be nore productive, and should al so
be paid nmore noney than | ess experienced workers.

This theory can be applied to gender differences in
earnings. |f the education | evel of wonmen who head up
househol ds is nuch | ess than the education |evel of nmen who
head up marri ed-couple famlies, we should expect the earnings
and incone of fenmle-headed households to be nmuch | ower.
Therefore, we should expect the gender poverty gap to be
| arger. Human capital theory traditionally proxies experience
by | ooking at the age of the individual worker. Adopting this
approach, we can | ook towards the age of household heads in
order to explain the gender poverty gap. |If femal e heads of
house are younger than the men who head up ot her househol ds,

t hen according to human capital theory the wages of these
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wormren shoul d be | ower than the wages of the nen headi ng up
other famlies. Again, with |ower relative wages, wonen
shoul d experience relatively greater poverty.

A second possi bl e expl anation for gender poverty gaps
focuses on gender discrimnation. Societal views about the
worth of wonen and the work they do have led to a situation
where wonmen receive | ower pay than nmen, even when they do the
sane work and provide the same benefits to the firm Anot her
take on the discrimnation angle is the claimthat
occupati onal sex segregation has put wonmen into a set of jobs
with | ow pay (Bergmann 1974, Sawhill 1976, Strober & Arnold
1987) or a set of industries (the service sector) that pay
poorly (Northrop 1990). Obviously, the greater the
di scrim nati on agai nst wonen in the marketplace, the | ower the
earni ngs of wonen relative to nen and the higher the gender
poverty gap w |l be.

Finally, government fiscal policies can affect the gender
poverty gap in two main ways. Wthin a particular country,
spendi ng progranms, or social transfer paynents, can be geared
nore towards husband-w fe households or nore towards fenmal e-
headed househol ds. The nore that social progranms give to
f emal e- headed househol ds relative to other households, the
| ower the gender poverty gap should be. Meager soci al
i nsurance for femal e-headed famlies in the US has been cited
(Rodgers 2000, Zopf 1989) as a mmjor cause of high poverty

rates for fenmal e-headed households. This factor also may
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contribute to different national gender poverty gaps.

In addition to spendi ng noney, governnents also coll ect
taxes. Poverty calcul ations are usually made using after-tax,
rat her than before-tax, incones. |If government tax policy in
one country favors married-coupl e househol ds over single tax-
paying units, femal e-headed households will do relatively
wor se after-taxes than other households, and we should see a
greater gender poverty gap.

VI1. TESTI NG ALTERNATI VE THEORI ES OF THE GENDER POVERTY GAP

This section exam nes two of the three theories discussed
above. We first explore how human capital considerations
af fect the gender poverty gap. Then we | ook at the inpact of
fiscal policy on the gender poverty gap. G ven the usual tinme
and space constraints, tests of the fem nist approach, which
| ook to discrimnation as the cause of the gender poverty gap,
will be left for future research

Tabl e 4 exam nes one part of the human capital
expl anation for the gender poverty gap. It raises the
following enpirical question-- to what extent is the poverty
of femal e- headed househol ds due to the relative youth of the
househol d head? To answer this question we take poverty rates
as a wei ghted average of the poverty experienced by househol ds
whose heads fall into different age brackets. To derive the
figures appearing in Table 5, six different age groups were
di stingui shed-- (1) under 30, (2) 31-39, (3) 40-49, (4) 50-59,

(5) 60-69, and (6) over 70. For nobst countries, especially
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for devel oped countries, this results in six groups of
relatively equal size for other households. Poverty rates for
each age group were calculated for both FHHs and ot her
househol ds in each individual country. Table 4 recal cul ates
poverty rates for FHHs as the wei ghted average of the
(constant) poverty rates for each age group, assun ng that
f emal e- headed househol ds had the same age distribution as
ot her households. The results of this conputation are shown
in colum 3. Colum 4 shows the change in poverty for FHHs in
each country due to the age distribution of fenmale househol d
heads.

This exercise does not |lend a great deal of support to
t he human capital explanation for the gender poverty gap. O
the 23 countries for which it was possible to cal cul ate
poverty rates by the age and gender of household head, in 15
i nstances poverty for femal e-headed househol ds was | ower due
to their actual age distribution. 1In only 8 out of 23 cases
(a bit nore than 33% did the relative youth of fenal e-headed
househol ds i ncrease their likelihood of being poor. Moreover,
in only one instance (Russia) were poverty rates for FHHs
substantially higher due to the age distribution of FHHs. On
average (unwei ghted), poverty rates of FHHs were one-tenth of
a percentage point |lower as a result of the age distribution
of FHHs. This is not significantly different from zero, and
so age cannot explain the gender poverty gap of Table 1.

One reason age is uninportant is that in many countries
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FHHs are nore |likely to have ol der heads due to the greater
life expectancy of women. Moreover, ol der households are |ess
likely to be poor due to the generous provision of retirenent
income to the elderly.

To take just one striking exanple we consider the
Australian (1989) case. Younger FHHs (under 40) had around a
28% chance of being poor. In contrast, only around 15% of
m ddl e-aged FHHs (40-59) were poor and | ess than 10% of FHHs
with an elderly head (60+) were poor. Since wonen |live |onger
than men, there are proportionately nore ol der FHHs than ol der
ot her households in Australia. Around 21% of other househol ds
are 60 and over, but nore than 36% of FHHs were 60 and over.
The fact that FHHs are nore likely to be ol der reduced the
poverty of FHHs by around 1.3 percentage points in Australia.

If FHHs had the sanme age distribution as other househol ds,
their poverty rate would have been 20.5% (rather than the
actual 19.19%.

Table 5 | ooks at the other part of the human capital
expl anati on for the gender poverty gap. It address the extent
to which the poverty of FHHs is due to their |ower |evels of
education. As noted above, we can regard poverty rates for
FHHs as a wei ghted average of the poverty experienced by
famlies with different characteristics. Here the relevant
feature is educational |evels rather than age.

The LIS does not have standard educati onal achievenent

classifications that are used in all country databases. But
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for each country, education categories are pretty much defi ned
the same way for FHHs and for other households. |In those few
i nstances where categories were not identical, sonme m nor
recodi ng was needed. In these cases, only a very snal
percent age of househol ds (less than one-half of one percent)
had to be recoded, so recoding decisions will not affect the
overall results. 1In a couple of cases (lsrael and the United
Ki ngdom) education data was avail able only by the age at which
the individual |ast attended school; since this was not likely
to be a very close proxy for educational attainnent, these
countries were excluded from Table 5. For Russia, the
recoding task was too large (since educational attainnment
categories differ substantially by gender) and would |ikely
affect the final results because of the |arge number (30) of
education categories in the Russian LIS database. For this
reason, Russia was excluded fromthe anal ysis of education and
t he gender poverty gap in Table 5.

Colum 3 of Table 5 shows the poverty rates for FHHs
under the assunption that they had the sanme educati onal
di stribution as other household heads. Colum 4 of Table 5
t hen shows the increase in poverty for FHHs that is due to the
| ower educational attainnment of the househol d head.

Again the results do not | end nmuch support to the human
capi tal explanation for the gender poverty gap. 1In 8 cases
out of 20 (Bel gium Denmark, France, the Netherl ands, Norway,

the Slovak Republic, Sweden and Switzerland), FHHs actually
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were less likely to be poor because of their education. In
three nore cases (the Czech Republic, Finland and Luxenbourg),
educati onal attainnment made virtually no difference at all
In contrast, for only 6 countries (Germany, Hungary, Italy,
Pol and, Spain, and the US) did educational deficiencies raise
the poverty rate of FHH by nore than 1 percentage point, and
in only one of these (the US) did it raise the poverty rate of
FHH by nmore than 2 percentage points. The striking result of
Table 5 is that educational |levels matter very little. On
average (unwei ghted), |ower education |levels for wonen raised
the poverty rate of FHH by one-half of a percentage point.
Consequently, educational deficiencies by wonmen can expl ain
only a little nore than 10% of the gender poverty gap that we
estimated in Table 1.

Whi | e human capital theory does not help explain the
gender poverty gap, Keynesian theory does consi derably better.
The Keynesi an argunment is that income distribution in
general, and poverty rates in specific, depend on fiscal
policy decisions nade by the governnment. On the Keynesian
view, the bigger the governnent safety net, and the broader
and deeper (or nore generous) the net, the |ower the national
poverty rate (see Pressman 1991). Because FHHs are nore
likely to be poor w thout any government assistance, the nore
generous the | evel of government transfer paynents, |ower the
gender poverty gap.

Tables 6, 7 and 8 allow us to examne this theory. Table
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6 assunes no governnment benefits and that no taxes are inposed
on earned incones. It also assunes that there are no private
transfers anmong househol ds, such as child support or alinony
payments. As a result, factor income (wages, interest,
di vidends, rent, etc.) is taken to be total household incone.

Cal cul ati ng poverty anal ogous to our nmethod in Table 1-- not
receiving at | east 50% of medi an (adjusted) household factor

i ncome-- gives us enornmously high poverty rates. This is
especially so for FHHs, where poverty rates typically exceed
50% and reach as high as 70% This, no doubt, stenms fromthe
fact that FHHs usually have only a single adult earner. \When
wormen head up famlies with children, they nmay have child
rearing responsibilities that limt the nunmber of hours they
can work each day and each week, and therefore the sorts of
j obs they could hold. Moreover, wonen typically earn |ess
than men, and so they suffer a further disadvantage. The
result is that FHHs have | ow factor incones and high poverty
rates conpared to ot her househol ds.

The gender poverty gap in Table 6 is rather striking; it
averages (unwei ghted) nore than 30% when fiscal policy and
private transfers are excluded. This contrasts with an
average poverty gap of 4.4% when taking the inpact of
governnment spending and taxes as well as private transfers
into account (Table 1). Also striking is the fact that when
we | ook at just factor incones, the US gender poverty gap lies

a bit bel ow the (unwei ghted) average gender poverty gap for
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all countries in Table 6. Likew se, the poverty rate of FHHs
in the US is below the (unweighted) average for all LIS
countries in Wave II1l. What is true of the US is also true of
Canada and Russia, two of the other four countries with very
hi gh gender poverty gaps. Looking at only factor incones,

bot h have bel ow average poverty rates for FHHs and bel ow

aver age gender poverty gaps. Canada, in fact, has the second
| owest gender poverty gap and the third | owest poverty rte for
FHHs when | ooking at just factor inconme. Australia, our |ast
poorly perform ng country, has a bel ow average poverty rate
for FHHs, but a gender poverty gap that is slightly above

aver age.

Overall, Table 6 makes it quite clear that nmeasured in
terns of inconme received fromeconom c activity, wonmen do
rather badly in one country after the next. Ignoring al
private transfers and fiscal policy, in nearly every country
FHHs woul d stand a greater than 50% chance of being poor.

They woul d al so be 32% nore likely to be poor than other
households in virtually all countries.

Table 7 adds two inportant private transfers to factor
i ncome-- child support and alinmony paynents. Poverty rates in
each country are again conputed based on whet her adjusted
househol d i ncome falls bel ow 50% of medi an adj usted househol d
income. The main result of Table 7 is that private transfers
seemto nake very little difference. Adding these paynents to

househol d i ncome reduces poverty rates for FHHs a little and
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reduces the gender poverty gap a bit (each goes down by half a
percent age point), but in both cases these rates remain very
hi gh.

Tabl e 8 | ooks at gross income before taxes. Here we
include all governnent benefits in famly income figures as
well as all private transfers. Poverty rates again are
cal culated as the fraction of famlies whose gross incone
(adjusted for famly size) falls bel ow 50% of nmedi an
(adjusted) gross inconme. As before, the poverty gap is the
di fference between the poverty rate for FHHs and the poverty
rate for other househol ds.

The first striking thing about Table 8 is the sharp drop
in poverty due to various government transfer paynents.

Gover nnment expenditures reduce the poverty rate of FHHs by
around two-thirds and al so reduce the poverty rate of other
househol ds by around two-thirds.

These declines, it is inportant to note, are not the
result of just adding nore types of incone (and therefore nore
inconme) to each household. Poverty rates are conputed based
on a poverty line that is 50% of (adjusted) gross incone;
since gross inconme exceeds factor income for each famly,
medi an i ncone rises for every famly and the poverty line
rises as well. In fact, if gross inconme rose proportionately
to factor incone for every household, there would be no change
in poverty rates at all. So the sharp decline in poverty that

we see in Table 8 nmust be due to the equalizing effect of the
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added governnent expenditures.

The second thing to notice about the |ast colum of Table
8 is the sharp drop in the gender poverty gap. On average
(unwei ght ed), governnment expenditures reduce the gap by nearly
24 percentage points-- from 30.7 percent to 7.2 percent-- or
by more than two-thirds. Moreover, there is a sharp drop in
t he gender poverty gap in virtually every country. Anobng the
maj or exceptions here are the US, Australia, Canada and
Russi a, where fiscal expenditures do relatively little to
| ower the gender poverty gap. As a result, these countries
have gender poverty gaps of between 15 to 20 percent when
measured using (adjusted) famly gross incone.

Moving fromthe | ast colum of Table 8 back to Table 1,
enables us to see the inpact of taxes on poverty and the
gender poverty gap. On average (unwei ghted), the tax system
reduces the gender poverty rate for FHHs by 4.4 percentage
poi nts and the poverty rate for other households by 1.5
percent age points. Thus the poverty gap falls by 2.8
percent age points due to taxes.

But taxes are not equally effective at mtigating the
poverty gap in all countries. In Australia, the poverty gap
is reduced by nearly 9 percentage points; however, Australia
still remains with a |large poverty gap due to the
i neffectiveness of governnment expenditures in helping | ow
income FHFs. Simlarly, in Denmark and Finland the gender

poverty gap falls by around 8 percentage points (from13%to
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5% and from 12.5% to 4.4% respectively); but since governnment
expenditures are relatively ineffective in mtigating the
Dani sh and Fi nni sh gender poverty gap, Denmark and Finl and
still end up with noderately high gaps. In contrast, countries
i ke the Netherlands, Switzerland, France and Czech Republic
make little use of the tax systemto equalize incone and
t hereby reduce poverty for FHHs. But since they make great
use of governnment expenditures to | ower the gender poverty
gap, they all wind up with relatively | ow gender poverty gaps.

In the US, taxes reduce the poverty gap by 3.2 percentage
poi nts, which is not that nmuch above the (unwei ghted) average
for all the countries we have exam ned. But because the US
started with such a | arge gender poverty gap before taxes get
taken into account, taxes have little overall inpact. What is
true of the US is also true of both Canada and Russia. For
all four countries with | arger gender poverty gaps we see a
failure to use fiscal policy, especially governnent spending
prograns, to buttress the incomes of those who make little
nmoney through market activities.

Table 9 pulls together the results of our analysis in
this section. It starts where nost famlies start, with
factor inconmes, the noney earned from market activities. Had
this been the only source of inconme for famlies, the gender
poverty gap would be nearly 30 percent in nost countries, and
it would be quite invariant fromcountry to country. Addi ng

private transfers (child support paynents and ali nony)



27

slightly lowers the gender poverty gap in virtually al
nations and slightly lowers it on average. Most of the action
in lowering the gender poverty gap, however, occurs as a
result of fiscal tax and transfer policies, especially the
|atter. Countries that do the nost for FHHs see the | argest
reductions in the gender poverty gap; countries w thout a
fiscal policy that aids FHHs see little reduction fromthe
hi gh gender poverty gaps that result when |ooking at only
factor incones.
VI, SUMVARY AND CONCLUSI ONS

Thi s paper has exam ned the gender poverty gap in a w de
set of countries using Wave 11l of the Luxenmbourg I ncone
Study. It finds that the gender poverty gap was relatively
| arge in sonme countries during the late 1980s and early 1990s,
was noderate in other countries, and was very |ow or negative
in yet other countries. These results were robust with
different attenpts to measure poverty.

Next, the paper sought the causes of different gender
poverty gaps across countries. It found the human capital
expl anati on wanting. Neither age nor education can explain
much of the gender poverty gap. A nore Keynesi an expl anation
for the gender poverty gap proved nore fruitful. Fiscal
policy is able to explain a |arge proportion of the gap.
Excl udi ng governnent, the poverty rate of FHHs and the gender
poverty gap are very large in all countries. Sonme nations use

fiscal policy aggressively to assist FHHs; other |ess so.
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Those nations that do nore have nuch | ower poverty rates for
FHHs and nmuch | ower gender poverty gaps. |In contrast, nations
i ke Australia, Canada, Russia and the US fail to enploy
fiscal policy aggressively in an attenpt to assist poor
fam lies; as a result they wind up with | arge poverty rates.
These countries also do not focus their fiscal assistance on
FHHs and so these nations have high poverty rates for FHHs and
| arge gender poverty gaps. The results of this paper thus
support other studies which found that the type of welfare
state and the character of social policies and spending
prograns affect poverty rates for single nothers (Duncan &
Edwar ds 1997; Lewi s 1997).

This analysis also leads to two policy concl usions.
First, attenpts to inprove the econom c condition of FHHs by
devel oping the skills and inproving the education | evel of
wormen are not likely to be effective. Simlarly, any sort of
wel fare reform which reduces governnment benefits and forces
women to work nmore, will |ikely exacerbate the problem of
women and poverty. Second, fiscal policy nust focus nore on
the problenms facing FHHs and the inpact of any spending or tax
changes on FHHs. If countries are to effectively deal with
probl ens of fem nized poverty, then fiscal policy nust be used
to assist FHHs.
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TABLE 1
POVERTY RATES OF FEMALE-HEADED HOUSEHOLDS
AND OTHER HOUSEHOLDS IN DIFFERENT COUNTRIES (by percentage)

POVERTY RATE OF FEMALE-

POVERTY RATE OF OTHER

GENDER POVERTY GAP
(female poverty rate minus other

COUNTRY HEADED HOUSEHOLDS HOUSEHOLDS poverty rates)
Australia (1989) 19.1 7.7 11.4
Belgium (1988) 7.5 4.5 3.0
Belgium (1992) 6.7 5.2 1.5
Canada (1991) 18.8 9.2 9.6
Czech Republic (1992) 1.9 0.8 1.1
Denmark (1992) 10.4 5.4 5.0
Finland (1991) 7.9 3.6 4.3
France (1989) 11.8 9.2 2.6
Germany (1989) 10.1 4.2 5.9
Hungary (1991) 7.0 6.0 1.0
Israel (1992) 16.3 11.5 4.8
Italy (1991) 9.6 8.9 0.7
Luxembourg (1991) 3.2 3.1 0.1
Netherlands (1991) 9.1 5.3 3.8
Norway (1991) 6.1 3.9 2.2
Poland (1992) 6.0 8.4 -2.4
ROC Taiwan (1991) 12.1 6.7 5.4
Russia (1992) 27.4 12.6 14.8
Slovak Republic (1992) 2.1 1.4 0.7
Spain (1990) 10.5 8.9 1.6
Sweden (1992) 10.8 5.8 5.0
Switzerland (1992) 10.3 10.6 -0.3
United Kingdom (1991) 16.5 10.2 6.3
United States (1991) 30.9 13.3 17.6
AVERAGES 11.3 6.9 4.4

SOURCE: Luxembourg Income Study, Wave Il




TABLE 2
THE GENDER POVERTY GAP

(with alternative poverty line of .4 median income)

POVERTY RATE OF FEMALE-| POVERTY RATE OF OTHER
COUNTRY HEADED HOUSEHOLDS | HOUSEHOLDS (.4 OF MEDIAN) | GENDER POVERTY GAP
(.4 of median)
Australia (1989) 11.7 4.6 7.1
Belgium (1988) 4.7 2.0 2.7
Belgium (1992) 5.0 2.6 2.4
Canada (1991) 114 5.3 6.1
Czech Republic (1992) 0.8 0.4 0.4
Denmark (1992) 7.4 3.7 3.7
Finland (1991) 3.3 1.8 1.5
France (1989) 6.1 6.0 0.1
Germany (1989) 6.8 2.1 4.7
Hungary (1991) 5.7 4.1 1.6
Israel (1992) 6.5 5.6 0.9
Italy (1991) 5.2 4.3 0.9
Luxembourg (1991) 1.6 0.5 1.1
Netherlands (1991) 5.4 3.4 2.0
Norway (1991) 4.6 2.9 1.7
Poland (1992) 2.1 3.7 -1.6
ROC Taiwan (1991) 4.8 2.6 2.2
Russia (1992) 14.9 7.8 7.1
Slovak Republic (1992) 0.8 0.5 0.3
Spain (1990) 5.2 4.8 0.4
Sweden (1992) 7.9 4.1 3.8
Switzerland (1992) 8.2 7.6 0.6
United Kingdom (1991) 4.9 4.8 0.1
United States (1991) 21.7 8.3 13.4

Source: Luxembourg Income Study, Wave llI




TABLE 3 .GENDER POVERTY GAPS
(based on per capita income)

POVERTY RATE OF
FEMALE-HEADED

POVERTY RATE OF

GENDER POVERTY GAP
(female minus other poverty

COUNTRY HOUSEHOLDS OTHER HOUSEHOLDS rates)
Australia (1989) 17.6 9.5 8.1
Belgium (1988) 7.0 6.0 1.0
Belgium (1992) 7.0 7.2 -0.2
Canada (1991) 17.2 10.4 6.8
Czech Republic (1992) 2.7 1.7 1.0
Denmark (1992) 10.2 6.1 4.1
Finland (1991) 4.3 4.3 0.0
France (1989) 10.7 12.0 -1.3
Germany (1989) 9.3 6.8 2.5
Hungary (1991) 7.2 7.4 -0.2
Israel (1992) 10.1 15.2 -5.1
Italy (1991) 7.9 12.1 -4.2
Luxembourg (1991) 8.4 6.9 1.5
Netherlands (1991) 9.5 7.9 1.6
Norway (1991) 7.1 5.1 2.0
Poland (1992) 5.0 11.6 -6.6
ROC Taiwan (1991) 9.7 7.6 2.1
Russia (1992) 17.4 12.4 5.0
Slovak Republic (1992) 2.7 3.0 -0.3
Spain (1990) 9.1 11.1 -2.0
Sweden (1992) 9.8 6.7 3.1
Switzerland (1992) 10.9 14.7 -3.8
United Kingdom (1991) 12.9 11.0 1.9
United States (1991) 27.3 15.1 12.2

SOURCE: Luxembourg Income Study, Wave llI




TABLE 4. THE IMPACT OF AGE ON THE GENDER POVERTY GAP

POVERTY RATE OF
ACTUAL RATE OF FEMALE-HEADED CHANGE IN POVERTY
POVERTY FOR FEMALE- | FAMILIES WITH MALE RATE DUE TO AGE
COUNTRY HEADED HOUSEHOLDS AGE DISTRIBUTION DIFFERENCES

Australia (1989) 19.1 20.5 -1.4
Belgium (1988) 7.5 7.7 -0.2
Belgium (1992) 6.7 N.A. N.A.
Canada (1991) 18.8 20.9 -2.1
Czech Republic (1992) 1.9 2.6 -0.7
Denmark (1992) 10.4 9.2 1.2
Finland (1991) 7.9 6.9 1.0
France (1989) 11.8 13.1 -1.3
Germany (1989) 10.1 11.1 -1.0
Hungary (1991) 7.0 7.3 -0.3
Israel (1992) 16.3 15.5 0.8
Italy (1991) 9.6 9.7 -0.1
Luxembourg (1991) 3.2 4.9 -1.7
Netherlands (1991) 9.1 11.1 -2.0
Norway (1991) 6.1 5.2 0.9
Poland (1992) 6.0 3.8 2.2
ROC Taiwan (1991) 12.1 11.8 0.3
Russia (1992) 27.4 23.6 3.8
Slovak Republic (1992) 2.1 3.1 -1.0
Spain (1990) 10.5 115 -1.0
Sweden (1992) 10.8 9.6 1.2
Switzerland (1992) 10.3 10.7 -0.4
United Kingdom (1991) 16.5 17.2 -0.7
United States (1991) 30.9 31.5 -0.6
AVERAGES 11.3 11.4 -0.1

Source: Luxembourg Income Study, Wave |




TABLE 5. THE IMPACT OF EDUCATION ON THE GENDER POVERTY GAP

POVERTY RATE OF
FEMALE-HEADED CHANGE IN POVERTY
ACTUAL POVERTY RATE | HOUSEHOLDS WITH RATE DUE TO
OF FEMALE-HEADED MALE EDUCATIONAL EDUCATIONAL
COUNTRY HOUSEHOLDS DISTRIBUTION DIFFERENCES
Australia (1989) 19.1 18.4 0.7
Belgium (1988) 7.5 7.7 -0.2
Belgium (1992) 6.7 N.A. N.A.
Canada (1991) 18.8 18.2 0.6
Czech Republic (1992) 1.9 1.8 0.1
Denmark (1992) 10.4 10.7 -0.3
Finland (1991) 7.9 7.4 0.5
France (1989) 11.8 12.3 -0.5
Germany (1989) 10.1 9.0 1.1
Hungary (1991) 7.0 5.4 1.6
Israel (1992) 16.3 N.A. N.A.
Italy (1991) 9.6 7.7 1.9
Luxembourg (1991) 3.2 2.7 0.5
Netherlands (1991) 9.1 10.1 -1.0
Norway (1991) 6.1 6.7 -0.6
Poland (1992) 6.0 4.3 1.7
ROC Taiwan (1991) 12.1 11.4 0.7
Russia (1992) 27.4 N.A. N.A.
Slovak Republic (1992) 2.1 2.9 -0.8
Spain (1990) 10.5 9.1 1.4
Sweden (1992) 10.8 11.6 -0.8
Switzerland (1992) 10.3 10.7 -0.4
United Kingdom (1991) 16.5 N.A. N.A.
United States (1991) 30.9 27.4 3.5
AVERAGE 10.5 9.8 0.5

Source: Luxembourg Income Study, Wave |




