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Relative Foverty Linés: A ﬁpplicatidh
to Irish Data for 1973 and 1980

Introduction

The neesed to conceive of pmverty'in'dﬁvelopaﬁ aconomi e
as heing ralative rather than absolute in nature - with the
minimum acceptable incomg and standard of living varying
batween different socielties and over time - is now widely
acceptad. Within this general framework, the choice of a
gpecific poverty line Ffor a particular socisby at a
particular date is Frauvght with difficuwlty. A pumber of
different approaches to deriving such poverty lines have been

developaed and were raviewed in the second Working Paper in

our series "Concepts of Poverty and the Foverty LineY (Callan

and Nolan, 1987},

As  discussed Iin that paper, a major objective of the
anaiyﬁiﬁ of the survey data currently being gathered in ﬁhe
ESRI project on poverty, income diﬁtributimﬁ and tHa ugage of
State services will be to apply a number of these approaches.
Not  only will this provide a great deal of new information
about tha extent and nature of poverty in Ireland, 1t will

also allow us to explore the relationship between poverliy

lines derived from the different approaches when applied to a

comman data-set, which has not previously been possible. It

must be acknowledged, however, that wnanimity about the

precise location of '"the’ poverty line is unlikely to be
achievable: indeed, a8 recently emphasised by Foster and

Shorrocks (1987a), even given agreement on a particular
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conceptual  approach "a feature common tn}ﬁll proposed methods
is a gignificant degree of arhitrariﬁ@gs iq the value
assigned to the poverty standard” (p. 1. The-recméﬁitimn o
these difficulties has led to the exploration by Atkinson
{gee 1987a, for example) and Foster and Shorrocks (1987a, b
of the possibilities +for at least partial ranking of

x

different distributions as having '‘more’ or ‘less

’

poverty,
even when the poverty line is allowed to vary over a certain
rangea.

In this general context, one relatively straightforward
metﬁcd of comparing pbvmrty in two diﬁgributimns which may be
applied when only data about incomes (and not about
lifestyles, living conditions, or views about adeguacy) are
available, and may yet be quite revealing, is the use of purely
relative poverty lings. Such relative poverty lines take as
their basis average disposable income in sach distribution,
for example, and arbitrarily set, say, I0 per cent of that
figure as the poverty line for each. I+ a number of different
lines is used — say 40 per cent, SQ.per cant and &0 per cent
=~  then not only can the sensitivity of the measuwred poverty
in each to shifting the poverty line be assessed, bub we can
also see whether one digiribution consistently has more
poverty than the other, no matter which of the lines is used.
This may then allow a much more confident ranking of the two
distributions to be made, which is not dependent on
particglar leval +for the poverty line.

Furely relative poverty lines per se may find some basis

a .




in  those conceptual approaches to defining pdverty which
emphasise the need for a minioum level of income relative to
the rest of society in order to make paﬁﬁibleu participation
in the customary activities of that society. The selection of
a particular relative poverty lineg i still subject Tto all
the difficulties and the degree of arbitrariness already
mentionasd, though. The application of & number of different
lines in the present paper is therefore intended to show what
general conclusions can be reached when the poverfy ling is

allowed Lo vary over a range, rather tham justifying reliance
on purely relative poverty lines. '

A major advantage of purely relative lines cmmpared,.¥0r
axampla, wikh FQFficial‘ poverty lines, based usually on

swcial security rates, is that when used for international

conparisons, they give transparent, easily. interpretad

results. When  a comparison is made between two countries

using ‘official’ poverty lines, the fact that country 6 has

1O per' cent poor while country B has only S per cent, may
reflect merely the fact that-ﬁocial security rates are much
higher in A, This problem is avoided 14 purely relative
poverty lines are used: to say thalt country A has 10 par cent

with incomes of less than half its national average whereas

country B has only 5 per cent below half its own  national
average, does tell us @ something uwuseful about the two
caountries.

For this reason, purely relative poverty lines have been

used in several studies invelving international comparisons
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(DECD 1974, Beckarman 19793, and by the EEC in aft@mpting o

Bing together information on poverty in the Various

P

Community countries. It is as part of an upéat@d EEC~wide
eercise that the estimates for Ireland for 1973 and 1980
reported 1in  the present paper were constructed. While the
comparison of these Irish figuwes with those for the other
countries, to be presented by the EEC, will be of great
interest, the exercise also provides some insights into the

natwe of such poverty lines and the extent and composition

of low income households in Ireland in the two years in

gquestion, which we focus on here.

Ralaﬁad to the abssnce of & commonly accapfa& method for
ﬁﬁeci¥yiﬁg ‘the’ poverty line for a particular type of
househald, is the lack of consensus on the adjustments to be
made to take differencas in family/housshold composition into
accournt. A wide range of adult equivalence scales may be put
forward for this purpose, derived Ffrom a variety of
concaeptual  approaches. The precise scale wsed may play a
significant role in comparisons of the extent of poverty at
diffaerent points in time or between two countries. Again,
Atkinson (1987a, ) has argued in favour of taking euplicit
account of the existence of different judgémentﬁ about the
neads of different families, focusing on cmnditimns whera
definite statements about poverty in two distributions can
still be made even in these circumstances. Here, some

indication of the sensitivity of the results to the

equivalence scale used will be provided by the use of three
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quité different sets of "scales. Th@‘ emt@nf ta which
unambiguous rankings of distributions can be made covering
all three scales is then Q{‘conﬂidarabla intaréﬁt, as are the
diffaerences in the extent of measwed poverty from one scale
to another.

The actual poverty lines used and the way théy wer e
applied to Irish data are described in the next section.
_Séctimn 7 then presents the results of the analysis of the
1980 HES data. Section 4 looks at the 197% data and the major
differsnces revealed between the two years. Section 4 brings
together the conﬁlusicnf.

2. The Construction of Relative Poverty Lines for 1973 and
IR80.

The years 1973 and 1980 are used because naltional
Household EBuodgel Surveys were carried out in those years by
the C80. Most studies estimating the extent of poverty in
Ireland are also based on this HES data, and their results -
surveyaed in ouw Working Faper 1 (Nolan, 1987) -~ may be
comparad  with those produced by purely relative poverty
limes.

A. variaty of poverty lines were sat out by the EEC and
applied to the Irish data. First, the (necessarily arbitrary)
proportions of average income, namely 40 per cenpk, 90 per
cent, and &0 per cent were specified. Second,; three different
gets of eqgquivalence scales to adjust for :difﬁaranmms in
househald size and composition were epecified. Third, a

number  of different methods of calculating average income




wereg set out. This means that, thoughh a wide range of

estimates of the numbers 'in poverty’ rather than a single

eastimate are produced, the application o diff@ramt
approaches highlights a number of interesting features.
| Disposable bhousehold income is the basis for all the
caleulations, and the information used all comes from the MBS
samples rather than from any external souwrce.® The average
disposable income on which the poverty lines are based is not
the avierage per  howsehold or per capita but per adult
aquivalent unit, The three adult equivalence scales used are:d
Scale A: 1 for the household head, 0.7 for each otﬁer
individual in the household.
Boale Br 1 For the housshold head, 0.5 for each other
individual in the household. :
Scale C: 1 for the housshold head, 0.7 for each other
acdult, 0.5 for =sach child.
HBince thé avéraga_equivalwnt disposable income in the sample
will vary depending on the equivalence scale used, this means
that thres different averages are calculated. For sach, there
are then three poverty lines:
: 40 par.cemt of average equivalent income, termed F1.
S0 per cent of average equivalent income, termed P
&0 per cent of average equivalent incons, termed FI.
o a total of nine different relative ﬁoverty lines is to be
calocul ated,
Ideally, micro-~data on individuals in the sample would
be used to calculate an equivalent income for each household,
the average for the sample, and the poverty lines, using each

of the three sets of egquivalence scales in turn. The actual

equivalent income of each household could then be compared




|
|

8

with the poverty lines and the numbers beneath each derived,

This was not possible in the time available, but the CS0 very
kindly provided detailed tabulations from the HESE {for each

year showing the. digtribution of households by disposable

income category, separately for twelve different household
composition types.® Quite narrow income ranges wWere used,
with A0 income classes for 1980 and 20 for 1973, w0 a high

degres of accuracy was possible in interpolating to estimate

the numbers uwnder particular income levels. The twelvas

household composition types and the composition of the sample

across these types in each of the vyears is shown in Table 1.

Table 1: Composition of I¥73 and (780 HBES sanples by
Household Type :

e ikl B4 LU gy e i i e maam o 4l i T S e i M1 mte et S ara PR et el g e Sk R . P ok kit WS ey i bk At ey Pl M oy e S ARyl it ST S i Ak, SRS P il A o i Bk

Household Category A oof Total In Sample

1973 1980
i adult 14.1 146.4
2 adults 20.0 20,2
2 adults and one child 4.8 &5.2
2 adults and two children brals 0.2
2 adults and three children 5.0 7.4
2 adults and four or more children 7.5 badt
I oadulits without children 1a.1 7.2
3 oadults with cohildren 8.1 7.0
4 adults without children 5.9 4.1
4 adults with children &H.4 4.%
Other households withowt children Z. b A
Other housesholds with children 8.0 73

Biven this detailed data by household composition type,
average equivalent disposable income in the sample can be
calculated as the welighted average of the category mean

egquivalent incomes:




=M (VasneaFo '
where Y, = to;al disposable income of. the houﬁéhdlds in
category i, - .
My = number of households in category i,
N =  total number of households in sample,
Wa = ny/N
and Fe = the equivalence factor for households of that

category.

The equivalence Ffactors are straightforward for most
household bypis, where the composition is definad
unambiguously: For a Z-adult hmusahold, for example, the
equivalence factor ig 1.7 using scale A, 1.3 using scale &,
and 1.7 using scale C. For a 2~édu1t plus 2 child household,
similarly, the factor is 3.1 using scale A, 2.9 using scale
B, and é.? uging svale C. For the categories such as "3
adults with children", "others without children", etc., where
the exact composition ia’nmt defined by the category, the
actual average composition of the households in that category
(as shown in the published HES reports) .is used to derive the
equivalmﬁca factor.

The mean sguivalent disposable income for each household
type category in 1980, using the three sets of equivalence
scales, and the (weighted) average equivalent disposable
income in the gsample calculated from these, are shown in
Table 2. Tha-di%%ereht equivalance scales clea%ly have a
significant effect both on the relative incomes of the

different household types and on the overall average, which

will influence both the number and the composition of those




H
i

10

below the relative poverty lines based on tﬁét ANVET AL .
Contrasting the scales, scale B %saumas ﬁhat extra household
mambers add less to needs than does scale A ~ ‘0.5 comnpar ed
with 0.7 is added to the eguivalent factor - so the
gguivalent  incomes &F all households with more than 1 adult
are higher, and the overall average is therefore considerably
higher. Scale C distinguishes between the ‘needs’ of adults
and ahildfaﬂg, adding 0.7 for adults but .5 for children, so
all adult-only households are treated in the same way as
scale A.  Those with children, though, bhave lower equivalent
factors and therefore higher equivalent incomes than ﬁcale_ﬂ,
but higher factor/lowsr income than E. ﬁverall average income
is therefore between those produced by A and B.

While the different scales produce somewhat different
average incomes across groups, Which will be very useful in
allowing us to assess the sensitivity of results to the
scales used, one laportant cammon.featur@ may be noted in
Table &. The larger household size types, in genar&l, haves

[y

relatively low average sguivalent incomes. Thus, no matter

what scals s used, the JFirst three categories have
eauivalent incones above the overall average, while the

b

households with 2 adults and 2, 3 or 4 or more children, 3

and 4 adults with children and ‘obthers with children’ all

have incomss below average.
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Tabla 2 Average Egquivalent Disposable VYncome by Household
type, IP8HBE

.....................,.._.._.....,..,_..._._......__,_._......_......4........_...._...--.....--—----—------——.----...................-.._..........-..._................_.._...._...,.,,,,,..,,.,.,,___

Average eguivalent dizposable

Houzehold type _ Equivalence scale
A B c
1 adult . 45.01 45,01 45,01
2 adults 48, 44 oG4, 92 48. 46
2 adults and 1 child 42,80 51,7346 A&, 69
2 adults and 2 children IZbH. 16 44, 84 41,352
2 adults and 7 children F0.20 8. 25 25,84
2 adults and 4 or more ch. 22. 64 29.EE 27.87
Eoadults : 46 .B& 56. 23 44,84
3 oadults with children 29,04 27 .09 2504
2 adults 51.59 297 51,89
4 adults with children 27,04 A7.49 3?.2?
Others without children 50.79 64,973 n0.75
Others wWwith children IR2.43% . 42,58 I5.26
Weighted average in sample 19,98 47,02 42,16
This will ochviously have a major bearing on the

composition of households ‘in poverty’ by the -elative
poverty lines, as we will see, It also leads to w important
potential sowce of error in spec fying relative poverty
lines which is worth highlighting. If only daka at an
aggregate level, on e total disposable income of the sample
and  Lhe total numhars of household heads, other adults and
children, were available, then an overall average equivalent
incomse figure could skill bg calculated., Using scale A, for
example, this would be

T Y
N o+ Q.7 (M~-N)

where Y ig the total disposable income in the sample,
Mis the total number of persons,
and N is the total numnber of households {and therefore

household heads
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The averall average thus derived could then be used as a
g \

basis for relative poverty lines, and the numbers below these

lines estimated from data on the digtribution-o% households
by equivalent ingcome category or decile. Buch an overall
aQerage might alternatively be calculated Ffrom anather
source, such as personal disposable income in  the National
Accounts  for instance, which is the approach adopted in  a
.numb@r of studiss. However, this procedure may significantly
bias the overall average squivalent income, and this bias is
likely to be in a downward direction, thus leading to an
underestimate of the numbers in poverty when relative poverty
lines are derived,

The downward bias arises when, as is the case in both
our HBE samples, the larger houssholds have relatively low
eduivalant incomes. Appendix 1 explores this in more detail),
But here it may be sufficient to illustrate how substantial
the gffsut may be. Table 2 shows that the weighted average
equivalent disposable income across categorie:s in Cthe 1980
HES sample, wsing scale A, was ﬁﬂﬂ par waeek. Caleculating the
overall average on  the basis of toﬁal disposable income
divided by the total number of ‘eguivalent units’ in the
sampla produces a figure of only £%&.7,. Seltiting a poverly
line of 50 per cent of the welighted average shows, as we will
see, 17.4 per cent of houssholds to be in poverty: using the
lower biased figura, thouéh, only 14 per cent of households

are helow the 50 per cent line. So the extent of error

introduced by the use of the aggregate data only ig certainly




éignificant. . : .

The corollary to this is that even the waighted -average
edquival ent incamé in the sample may be biased i+, fohin the
household category types which accommodate a number of
household sires, larger households have lower equivalent
incomes than smaller households. Ideally, the "true’ average
equivalent income would be calculated from each individual
household’'s equivalent income. Where this is not possible,
the more housshold type categories which can be distinguished
the better. with a twalva—group-clasﬁi{icatian as avaiiable
hera, the extent of the bias should be very considerably
reduced.

The poverty lines used here;'then, are 40 per cent, S0
per  cent and &0 per cent of the weighted average equivalent
disposable income figures shown in Table 2. The following
section presents the results of applying these poverty linaes

to the 1980 HES data.

!

3. “Relatiwve Poverty” in the 1980 HBS
3.1 Poverty Among Households

Using the detailed &0-income catagory tabulations
provided by the C850 for 1980 for each bhousehold tvype, the
number of houwseholds underrtha different poverty lines can be
estimated by interpalation.”® Table 3 shows tﬁe pareentage  of
households estimated to be under each of the nine lines.
While the different eguivalence scales do produce somewhatl
different results, the general order of magnitude is  that

about 9-9*/5 per cent of households are under the 40 per cent
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line, 17-18 par cenl are under the‘EQ Ret cent line, and
28-29 per cent are under the &0 per cent iine. While relative
poverty lines offer no basis on which to choose between
thesa, they.giva a very nseful indication of the extent to
which households Fall well below the average: the results
algso allaw us to put other estimates of the percenlbtage in
poverty in an interesting perspective. If we know that the
pércentage in poverty has been estimated at 20 per cent, for
example (see Fitzﬁerald, 19813, then a poverty line of about
&0 per  cent of average income is being used, whersas an
estimate of 12 per cent (sew Roche, 1984) is implicitly wsing

a relative poverty line of paerhaps aboubt 43 per cent (see our

Workirg Faperlfor a review of these and other studies).

!

Table 3: Relative Poverty Among Households in the 1980 HBS

W A T 124 0 M o i st T W i S i A N W e WYy e 20 Y Y et et HPAS TS T MO S R e e feaee eet Frore e D ireg rpory e o RS e e ey M 4D g oyt e St S et

i st o A o o ot M V9 g Gy ST e i it A e S M8 L VS S i 404 Si4m LN e M ST e v Pt FPS VWP Ml sl SO $P4FY PSSt T e S st ey PO e i v e Pl A S gore ey

A 8.7 17. & 28.8
B .6 18.2 28.4
C 8.8 16. 6 27.8

*Fercentage of average squivalent disposable income in sample
{From Table Z)
3.2 Composition of Poor Houszeholds
With most of the previous estimates of the extent of
povarty being within the range produced by these relative

poverty lines, they allow us to look at the compeosition of
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the poor and the difference made by the use of thé different
poverty liness and equivalence scales. The uss of scale C
produces the lowest estimate of the numbers of hmu%éhold% in
.poverty for sach poverty line, while those for A and B  are
guite similar. Looking at the composition by household typs,
we can first coopare ih-Tabl@_d the make-up of the households
under the 50 per cent poverty line for each of the three
eqguivalence scales.

Comparing first scales A and B, we can see that although
the overall percentage of households in poverty was similar,
the?a are aiéni4icant differences in ;mmpaﬁition. Scale A,
making greater allowance for needs of additional household
mambars and thus showing lower equivalent incomes for  larger

housshoalds, has a much lower percentage of l-adult

il

Table 4: Composition of Households in the I?30 HBE under 50
per cent Poverty Line

i i - e e 44 WO e vk et A4 i e e o e Shrie Lk by e e et WL ey e T e e drrae @ e red B et gt T et b oy et prrmb el bl rant v o b St oy e ke ik AR e e e i S e P

Z oo¥F Poor Households Equivalence Scale

Household Type 4] B C

1 adult 15.8 8.9 ?1.4
2 adults 11.7 12.8 14.9
2 adults and 1 child 2.6 2.5 2.7
2 adults and 2 children 8.1 &8 7.2
2 adults and 3 echildren 9.8 7.3 7.1
2 adults and 4 pr more oh. 17.% 14.1 12.9
I oadults 8,7 4.% 5.8
3 adulbts with children 12,0 8.9 10.0
4 adults i.4 .t 1.6
4 adults with children: &.5 5.0 bLul
Others without childreaen 1.4 1.0 1.7
Others with children B.& 7.0 8.6

B T A S . il G SR A i ) Pk Lid AL et T Y ok i et P S TS T it PP HTY P i ekt Y e Sl IS g i b (O S Ll b SO S WA (Y L W S P (40 o il S e
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households, a slightly smaller one for 2 adults, and a highaeyr

the other categories Aamong its

has scale E. Scale £, on the other hand,

percaentages ot all
totalpoor  than
assumes the same scalae for adults as A but for children uses
the lowsr E addition. This leads to & relatively high
propaortion of large adult-only howseholds amonyg  the poor,
while large households with children are more important than
for B but less than A, as are l-adult households. The pattern
arross equivalence scales produced by the 40 par and &0 per
cent poverty lines also reflected these differences.

Most cosmonly used scales would follow C in making_ a
smaller allowance for additional children than adults. The
@auivalence scales used in Irish studies have mostly been
-darivad from social securily rates, and have in Ffact been
qﬁit@ close ta the 0.7 allowance for additional adults used
in scale C. As far as children are concerned, the allowance
has g@nérally been less generous than the extra 0.9 used in
{see Nolan, 1987, Table 2, p.20). 7This reflects the

scale

relatively low child additions in Unemplaoyment Benefit and

Upemp 1 oyment fssistance/Bupplementary Wel +f are Allowancs
schaengs, which provide an extra .285-.230 approdimately. When
Child Benefit is also taken into account in calewlating the

implicit equivalence scales, as Roche (1984) does, this rises
to .3-.4, though, bringing it closer to scale C.=,
Equivalence scales used elsewhere also tend to be wmore

generous to children, with the Royal Commission on  the

Distribution of Income and Wealth in the UK, for example,




17

-

using additions of 0.44 per child.® So seale C méy be taken

as a reasconably satisfactory working basis for adjusting for

differences in household size and campa%itimn.'(fhevuthmr two
sate of seales are also useful in that they iﬁdicaté the
difference made by adjusting only for household size without
distinguishing between adults and zhildren ~ which may
sometimes be all that is possible with the data available).

While showing some interesting differences between the
results preduced by different equivalence scales, Table 4
alﬁm-révealﬁ_impﬂrtant connon features. Compared with their
prmhmrtimnﬁ in  the Qverall‘sgmpl@ meahown in Table 1 -
certain  household types e consistently over— or
under-represented among the poor, using the S0 per cent
poverty line. l.arge hugﬁﬁhmldﬁ with children consistently
form a higher proportion of the poor than of all hou&@hulda;
no matter which equivalence scale is used.” Two adult
-'hOuEEhﬁldﬁ with 2 children or less are consistently
under—represented among the poor, by contrast, as are larger
households without children. One-adullt households torm &
relatively high proportion of the poor using scalm%‘ﬁ or
but mot A

While this is true of the 30 per cent poverty line, is
it also true of the 40 per cent and 60 per cent lines, and
how much difference would using these lines make to the
composition of the poor? Rather than present a mass of data
for each eguivalence scale and poverty line, wa  wWill

concentrate on eguivalence scale C for this comparison,
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looking at the composition of those undar the tﬁrm@ poverty

lines in Table 9. This shows soms  interesting differencas

betwean  the Lthree poverty lines. fAs the poverty line

the importance of ane- and two—adult households

INCFaasaes,

among  the poor rises and the percentage of households wikh

children generally falls. (This pattern is also evident for

the obther two equivalence scales.) However, 1t remains the

case even at the 60 per cent poverty line that large

households with childresn are over-represented among the poor,

with 2 adults and two children or less remain

while those
siéni%@camtly underrepresented.

So this analysis illustrates tha£ useful conclusions can
bé reached even withowt agreement on a specific poverty line
or on a set of equivalence scales. Focusing on the Jdegree of
poverty of the different household types, by concentralting on
the poorest -~ those under the 40 per cent lineg - we see that

large families with children form a substantially higher

proportion of this group than they do of the population as a

i

whole, The categories 2 adults with 4 or more children, 2 and

4 adults with children, and ‘others with children’ comprise

only 2% per cent of all households in the sample bul account

for 42 per cent of the houssholds below the 40 per cent
poverty line. Twm—adult families with only 2 children or less
(imcluding none) by contrast, form 37 per cent of all

households but only 25 per cent of ‘very pdor‘ households

under the 40 per cent line,
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Table 5: Compasition of Households in Che IR80 HBZ under <41
per, S0 per cent and &0 per cent Poverty (lLines
(Equivalence Scale )

WV T A T . O . o A s Ty S o s b oAy ek 4 A id iy e i v e e T MY i $408% S Mt bt SR i AT bt i e M P S et et ey i S S S ik AR, UL B ey

2 oot ‘poer’ househoelds Relative Poverty Lineg
Househoald Typs | AO% B4 60
1 adult 17.9 21.4 2341
2 adultis 12.8 14.9 17.2
2 adults and 1 child 2.8 2.7 2.3
2 adults and 2 children . b 7.2 b.7
2 adults and 3 children bob 7.1 7.3
2 adults and 4 or more ch. 12.5 12,9 11.7
I adults 5.7 5.8 Sl
2 adults with children 10,3 10,0 Pl
4 adults 1.8 1.6 1.9
4 adults with children 6.0 6.1 5. b
Others without children 1.5 1.7 1.4
Others with children 11.7 B8.& 7.8
Total 100 100 100

| S YT s i — L ) . L — b4 o A M ekt o384 WSS BAALS i ok} Bl S S e b S SO e bl S U e e b PO VS8 e i b A ey e o bt Pt e} S LA gy PR P b il v e ek S satte

While the rishk of poverty, particularly severe poveriy,
appears to be highest {for large families with children, then,
this 1is ﬁoﬁ to say that the problem is exclusively one of
child poverty or of poverty among such households. Table §
aiﬁo shows  that 40 per cent of the ‘vary poar’ households
have no children. Despite a relatively low risk of poverty,
since these hou eholds make wp over halt of all households,
the proportion poor still constitute a substantial element in
poverty.

We npow tuwn to the incidence of paverfy &MONG Persons

rather than households in the 1980 HES.

J.2 Relative Poverty among Fersons Iin the 1980 HBE
In addition to caleculating the number of households

below given sguivalent income poverty lines, it is of obvious
interest to quantify the number of people and proportion of

the total population involved. This can be estimated +rom the




data provided by the CS0 which shows not only the numbar  of
households of different types in  the ;varimug disposable
income classes but also the average size of thé households in
each clags.® (For some housghold types this is  obviously
already defined and fixed -~ one—adult houssholds, for swample
~ but this is not the case for five of the twelve categories
used. )

Table & shows the estimated number of persons under sach
of the threse poverty lines for each of the threse esequivalence
scales,. These can he compared with the percentage of
hoﬁﬁaholdﬁ under gach line, shown in T%ble F. For scale A the
parcantagé of persons is higher than that of hous@holdé F e
each ling, while for B the opposite is the case. For scale ©,
which {or  the reasons outlined above is probably the  most
satisfactory of the three, there is little difference between

the persons and hoasehmldﬁ'$igura§, the former being slightly

higher.

Table &1 Relative Poverty among Persons in the 1980 HBE
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% oof persons Relative Poverty Line

Equivalence scale 40% SO% HOY
A i1.1 20.2 3.6
B 2.9 17.5 27.8
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Al though the overall percentage 0$~hou§ehnlds and of
persons in poverty may not be very different, .obviously the
distribution of poor persons over the various household type
categories will be quite ditferant to the underlying
distribution of poor households, due to differences in  the
size of tha hougehglds. Table 7 shows ﬁhe digtribution of
persons  under the 40 per cent, U0 per cent and &0 percent
poverty lines among the different household types, using
equivalence scale C. Compared with the proportions for the
households under éach line (Table %), a relatively low
proportion of the poor persons are in one or two adult
households, while a relatively high proportion are of cﬁurae
in the largsr households, notably the "2 adults with four or

o

moare children” catsoor which containsg about 22 ar cent of
gory

Table 7: Diztribution of Perszons under Relative Foverty
Lines In the 17380 HBE by Household Type

(equivalence scale c)
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% oof poor persons KRelative Poverty Line __
Household type 407 B50% &HOY
1 adult 4.6 5.4 6.2
2 adults Lo 7.8 9.2
2 adults and one child 2.2 2.1 1.8
2 adults and 2 children ?.7 7.5 7.4
2 adults and I children 8.6 9.4 7.8
2 adults amd 4 or more ch. 2E.2 22.8 20.9
3 adults 4.4 4.5 d.1
I adults with children 13.7 14.0 14.1
4 adults 1.9 1.7 2.0
4 adults with children 10.0 10.5 10,0
Othars withouwt children 2.1 . 2.0
Others with children i3.0 11.4& i2.4
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all poor persons. It is also notable that " the spread of
parsons over the household types is not very different

whether the 40 per cent, S0 per cent or 60 per cent poverty

line is used.

4, Relative Poverty in the 1973 HBE

Turning to the results of the application of sinilar
_rélativa poverty lines teo the 1973 HES sample, thm_only other
such ﬁatibnal sample currently available, rather than repeat

all fthe material pressnted for 198@} we will foocus on the

changes between . the two years and BOME interssting

differences in the pattern revealed. Looking first at the
| overall sxtent of relativé poverty in 1973, Table 8 shows the
number  of households and of persons under gach of the thres
poverty lines for each of the three aquivalanﬁe scales.®
Comparing the percentage of households helow each line
with the corresponding figures for 1980, shown in Table I, we
see that there was a considerable fall between 1973 and 1980
for sach poverty line/equivalence scale. This fall  ranged
from 0.9 to 2.4 depending on the 1£n@ used., Looking at
persons in poverty, though, comparison with the 1980 figures
in Table & reveals that the opposite is trge: for all the
poverty 1ihaféquiva1@nca sCalegs combinations axc@pt ﬁna,‘ the

percentage of persons below the line rose between 1973 and

1980, generally by about O.4~0.8.




Table Relative Poverty among Households and Perzons in
the 1973 HBS
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% of households

Equivalence Scale A0%  BO% HO%
A 10. 4 19.2 30.3
B 11.0 19,2 29.2
c 9.9 18,3 28.3

Persons

% of persons
a 10.2 i9.2 Fl.1
B F.0 16.7 27.4
C 8.4 16. 4 27.0
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Obviously this contrast muat be the product of a
gsignificant change in the size and composition of relatively
low incoms households betwesen the two years. This is easily
contirmed by the §act that whereas the average number of
parsons per household in the sample as a whole fell from 4.01
in  the 1973 sample to .72 in the 1980 sampls, the average
sive of ‘poor’ households gither rose or fell only marginally
(depending on the poverty line used) bebtwsen the two vyears.
The average size of the households under each poverty line
are shown in Table 9 for both years, and for both the 40 per
cent and 50 per cent poverty Iiﬁeg the average sixe of pmuf
households rose no matter which equivalence scale is used.
For the 60 per cent poverty line there was a small fall in

average size for each of the eguivalence scales.




Table 9 shows the @ﬁpact@d'relatianﬁhip h@tQé@n average
household size for the three equivalance scales: when scale
A ds used, ‘poor ’ households are on average bgéger than when
scale 0 1s used which in turn is bigger than scale B, for

each poverty line and in both yeare (since scale A assumes
Jarger households ‘nead’ more income than 5&#1@ C, etc.). It
is also interesting that in 1973 the. average size of poor
households  increases as the povarty line is raised From 40
per tcent to 5O per cent and then &0 per cent, which was nat
the cane for 1280, In 1980, as we have seaen, as the poverty
lineg was raised, the number of one— and two-adult hougehoida

in poverty rose markedly while the percentage of the poor

made up by housshold with children fell, so average household

size of the poor {falls rather than rises. In 1973, by

contrast, as Table 10 shows, the proportion of one-adult
households  among the poor falls as the poverty line rises,
while that of 2 adults with 4 or mare children’, '3 adults
with childrep”, and ‘4 adults with children’ increasss,
bringing about the rise in average household size.t®

CThis diF%ér@nt patltern raflects some important
variatianﬁ betwaen the two years in the actual make-up of the
poor  at gach poverty line. Comparing fiest the ‘mogf poor
under the 40 per cent poverty line, Table 10 shows that in
1975 one~ and two—adult only houssholds formed 46.4 per cent
of all poor households (using equivalence scale C), while all
households without children formed 57.7 per cent., In 1980,

the corresponding figures (from Table 5) ware J0,7 per cent
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Table 9 Average Size of Households wnder Each Relative
Poverty Line, 1973 and IP80 HBEE
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1973
Equivalence Scale A0, 50% 6O,
A 3.94 4,01 4,12
B _ A .2 3.50 .76
» I.47 3,60 5,83
1R800
A 4. 26 4.26 4.08
B 7. 68 .58 T, b4
C -t W 85 ::.{- 8‘:’ -_in74'

and Z9.7 per cent. This denotes a remarkable reduction in the
importance of households wiltbout children, offsaet largely by
an increase in the importance of Z-adult families with 2 or
more children and 3 adults with children, among the poor.?®
This contrast ramains,#alid,‘though less pronounced, at
the 50 per ctent poverty line. 8t the &0 per cent poverty
line, though, the difference between the Ltwo yvears in the
composition of 'the poor’ is much less, with those without
chiidren falling only from 52 per cent to 49 per cent af all
poor households. The proportion of Z-adult households with
two or three c%ildr@n has risen by 1980 and that of 2-adult
houszholds with no children and most of the larger househol d
types, whether with or without children, has fallen, but the
changes are not dramatic, Those below the &0 per cent povertiy

line thus show the same general trend as those in the sample
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as a whole, shown in Table'l. (The fall din the p?mpmrtimn of
larger households is not guite as pronounced, though, which

explains wh average household size among ‘the poor’ even
P b4 g

using this line does not fall as rapidly as that in  the

overall sample.)

Uniderlying these differences between the two years, and
the Qarying pattern depsending on which poverty line is used,
some very important changes in relative incom#s. As noted
in studies such as Roche (1984), the improvement in the
position of thoge relying on social welfars pensions
vis—a—-visz othaer groups was substantial. Between- the two
years, he sstimates, the old age cantributory'pansion for a
married couple rose by 247 per cent, while average take-—home

Table 10: Cawmpasition of Households in the 1973 HBE under &0
' per cent, S0 per cent and &0 per cent Poverty
Liresx (Equivalence %cale CJ
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L oof ‘pooar’ househoplds Relative Poverty Line
Household Type 40% . 0% GO
1 adult 29.0 27.6 220b
2 adults 17.4 18.1 18.8
2 adults and 1 child H.2 2.7 I.0
2 adults and 2 childeen 2.8 2.5 Tl
2 adults and 3 childrem .8 3.5 3.
2 adults and 4 or more oh. ?. 3 1i.1 12.0
E adults Fub 7.2 L. 8
3 adults with children 7.0 7.9 8.7
4 adults ' 2.0 2.0 2.8
4 adultes with children B.d 9.8 7.1
Others withouwt children 1.7 1.9 2.1
Others with children 10.7 9.8 2.1
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pay in manufacturing (male) rose by 2046 per cent. tt Ear
short—-term spcial welfare payﬁantﬁ, hasic raleg rose
approimately in lime with take-home pay but tﬁé‘intrmductiﬁﬁ
of PFay-—-Relatsd Benefit in 1974 wouig have increased some
receipts by more. Children’s Allowaﬁcaﬁ, however, .anly Fose
by 125 per cent. 611 this produced a significant shift Amnong
the ‘very poogr’  away from pensioners and towards families
with children, with those headed b? an employed male assuming
increasing importance.

While the data analysed here does not al;mw labour force
status to be taken into account, +the changes in household
composition alone are quite revealing about the increased
importance of houssholds with children among the ‘very poor’,
“and thmra{mte of ‘child poverty’', between the two years. Gf
all houssholds under the 40 per cmﬁt poverty line in 1980
(qging aqui?alwncﬁ scale 0), &0 per cent contained children,
and théﬁe households containsed 80 per cent of all ‘very poor’
persons.  The corresponding figwes for 1973 wars only 42 per
cent and 70 pet cent respectively. The fact that the &0 per
cent  poverty line shows a much less stark contrast must
indicate that while the position of, for example, social
_wal{arm pensioners has ioaproved, most are still in the bottom
third of tﬁ@ distribution. The use of relative poverty lines
alone has thus enabled us to pinpoint some critical features

of +the composition of the poor and of the changes betwesn

1973 and 1980,
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5. QConclusions

Applying three different relative poverty lines combined

with three different sets of equivalence scales, leading to

nine differaent poverty lines, the analysis has revealed that

some valuable conclusions may none the less be reached which.

apply across this entire range. Focusing first on 1980, the

MES data for that year showed, for example, that cartaiﬁ

household types were consistently under- or over-represented

among “the poor’, no mather which ling was used. Those which

formed a higher proportion of the households in poverty than

2

of all households in the sample were the Z-adult households

-

with only 2 or fewer children and the larger households - 3,
4 or more adults - without children. Those consistently
forming a higher proportion of the poor, on the other hand,

were the largsr households with children —- 2 adults with

4 or
more children and 2 or 4 adults with children. For the other
household  types, the assesement varied depending on the
poverty line/equivalence scale used.

IH terms of the 1973-1980 comparison, smm@. urmambiguous
conclusions can also be réachmd. The number of households
under each poverty line fell betwesn the two years. However,
since Lthe average size of poor houssholds did not  show  the
same substantial fall ag that in the popﬁlation asm a whole,
this was not reflected in a similar reduction in the nunber
of persons in poverty. For all but one of the nine poverty
line/equivalence scale combinations, indeed, the number of

persons in poverty actually rose between the two years. This
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reflects the increasing importance of households with

-

children among the poor.

The results are also revealing in pointing to the areas

where wunambiguous conclusions cannot be reached, where the

_pfeciﬁa location of the poverty line or the egquivalence scale
used leads to different results. By using a range of
lines/scales, the sensitivity of both the ewxtent and the
,cémpositicn of ‘the poor’ to these variations can  be
asgaﬁéad. fs Ffar as the three relative poverty lines are

concernaed, at 40 per cent, D0 per cent and &0 per cent of

average disposable income, the eytent of measuwred poverty in

1980 varies from about 9 per cent up to about 28 per cent,

depending on which scale is used. These poverty lines and

astimates encompass most of those which have been.produc@d by
studies of poverty in Ireland, and the results highlight the
graat ﬁenﬁitivity of the extent of measured poverty tao the
wact location of the poverty line chosen within this
relatively narrow range. To illustrate.just how narrow this

for & I~adult household each of the three relative

is,

poverty lines is separated by only about £4-5 (in 1980 terms)

a weak,
The sensitivity of the seasuwred extent of poverty to the
gquivalence scale used is not substantial, with a variation

of at most about 10 per cent from lowest to highest in  the
number of households in poverty at each of the three relative

poverty limes. The scale ussd doss have a significant effect

on the composition of the poor, though, with, for examplé,




0
the proportion of l-adult heusehaol ds varying from lé& per cent
to 28 per cent of those under the 30 per cent povertyﬁline in
1980, depending on which scale is used. Even so, if we hold
the relative poverty line Ffixed, . soms useful ganeral

conclusions about the composition of the poor at each level
can be drawn. Concentrating on the ‘very poor’, for example,
those under the 40 per cent poverty line, households with
children account for a considerably higher proportion of poor
households than of the total 1980 sample,. no matter which
equivalence scale is used. This is particularly true of

larger houssholds with children (taken to be ¥ adults and

or more children, 3 and 4 adults with children and  ‘others

with children’), which account for batween 46 per cant and 57

per cent of households below that line depending on the scale

Qsed, but for only I2 per cenkt of all households,.

Allowing the relative poverty line to vary while holding
the equivalence scale fiwked, intergsting differences in the
composition of the poor depending on the line chosen can also
be seen. Focusing on eguivalence scale O, probably the most
generally acceptable of the three, as the 1980 relative
poverty line is raised, one- and two-addlt households without
children become progressively more important, while larger
families with éhildr@n form & decreasing prbpoftion of  thHe
poor.

The application of purely relative poverty lines to
Irish data presented in this paper has highlighted the fact

that firm conclusions about, for example, whether poverty has
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increased from one year to another or about the composition

of ‘the poor’ in a given year are somelimas possible saven

>

g

when a range of both poverty lines and equivalence scales

allowed. It has also illustrated, bhowever, that the sxtent of

meEasured poverty is extremely sensitive, at least in  the
Irish case bubt probably also more generally, to the precise

poverlty line specified. This iz in itself an  asrgument in
favour of explicitly allowing for legitimate differences in
the location of poverty lines in analysis and presentation of

resul bs.




Footnotes \

Thus it is average disposable income in the sample, not
personal disposable income from the National Accounitis as
used by the 0ECD (1976) and Beckerman (19793, which is
the hasis for the relative poverty lines.

Most of the published data from the HES, either in the
HES reports themselves o in  the reports on the
Fedistribution exercises carried out by the CBO based on
the HBS (C80, 1980, 1983, are classified by direct
(pre-transfer and pre-tax) or gross incomes rather than
disposable income. The redistribution reports do show the
distribution of all households by disposable income (see,
for example, CS0 (1980}, Table 11) but this does not
allow Mouseholds to be distinguwished by size, S0
equivalent incomes cannot be estimated.

Children here, as in the HES, are defined as under 14
vears of age. ‘ .

In practice, rather than converting the income boundaries
of the ranges to an equivalent basis for each household
type, it was more convenient to calculate differant
poverty lines for sach household type, by multiplying the
poverty line For a single adult by the relevant
equivalence factor., The number of households under this
nomirnal Crather than eguivalent income level was then
estimatet.

Currently, the implicit equivalence scales in the UB
rates provide additions of about 0.65 for an adult
dependant and about 0.24 for children (varying with the
number of children). The UA/SWA rates provide additions
of 0.73 and 0.22-0.28, respectively. When Child Benefit
is included, the additions for children rise to 0D, 30-0.54
for UB and 0.32-0.39 for UA/SWAL

See RCDIW (1978), Appendix E.

/

This is the cese for 2 adults with four or more children,
for 3 and 4 adults with children, and for "others with
children®. '

This is seen to be required, rather than merely. the
overall average size of sach household typs, becausa the
data show that within a particular household type the
average size varies significantly across income classes.

These are estimated from material provided by the CE80
showing the distribution of housesholds by twenty
disposable income categories, for each of the twelve
Mowsehold types.
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10 illustrates this omMly for equivalence

While Table
also true for the other two sets of

scale [, it  is
scales. '

Gee Roche, Table 3.2, p.39. The sarnings figure is
avarage gross weekly earnings for a male in manufacturing
industry less income tax which would be paid by a married
man, and less PRSI, ' :
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Appendixs: Bias in the Calculation of Average FEquivalent
Income Trom Aggregate Data.

Section 2 of the paper highlightad the fact that the
ﬁalculation of avar#ge aquivalaﬁt dispmsable income in  the
sample purely on the basis of aggregate data on  Lotal
disposable income and the total number of equivalent uwnits in
the sample 'may result in a significant bhias. In the case
where equivalent incomes tend to be lower for larger
households, this bias will be in a downward direction,
leading to lower relative poverty lines and numbers in
perrty. This appendix shows how this bias operates.

Calcul ated frbm aggregaté data, avarage equivalent
income is

v,
N + Ag(M=N-C) + CplC) (1)

where BY, is total income in the sample,
N is the total number of houssholds/household heads,

M is the total number of persons,
C is the total number of childraen,
Ae is the "equivalent factor ™ for additional adults
in the household, i.e., adults who are not housshold
heads,

and GF is the ‘equivalent factor’ for children.

o the average eqgulivalent income calculated in this way is
total income divided by the total number of squivalent units

in the sample, or

=Y,
TF, 2
whetre Fy = the equivalent factor for household i.

The correct average eguivalent household income in  the

sample, calculated from micro-~data on individual households,
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wheres Y; income of household i

and Fy the equivalent factor for household i.

The difference which can arise between (2) and (Z) may
be illustrated by a simple example. Suppose there are only
two houssholds, one consisting of one adult and the other of
two  adults, each household having an income of £100. Total
income in the ‘sample’ is £200, the first household has  an
‘equivalent factor’ of 1 and the second has a factor of, say,
1.7. . Averags equivalaﬁt income calculated purely fr-om
aggr@gat@-data as |

ZY, is then 200 = £74.1
=F,

~i

k1

The true average talculated on the basis of the equivalent

income of =ach household, however, is

1 100+ 100 = £79.4
2 i 1.7

In this example, as in our a&tual sample, the eguivalent
income of the larger housshold is lower than the overall
average. This leads to the result that the bias in the
aggregate calculation is in a downward-dir@ction. Where the
opposite is true, on thas other hand, if, for example, the
income of DQF one-adult househald was £50 and of the Z2Z-adult
household was £150, then average sguivalent incéme calcul ated
with aggregate da£a‘would be unchanged but the true average

would be
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= £69.1 0\

L]

=5 + 15

e e ——taas

500
1 1.7

[ SR

-

The bias is thus in an upward direction, though this seems
less likely to occurlin practice.

The aggregate calculation will not contain any bias only
when either all households have identical equivalent incomes,
or .when by coincidence the biases in different diracfions
happen to cancel each other out.

Where Full household micro-data is not avalilable,
average disposable income may be calculated as a welghted
average of those for a number of different household
size/composition categories, which is what was possible in

the present paper. Clearly, where not all the howsehold

size/composition types are covered as a separate categor
'

some possibility of bias still remains. With twelve different
categories, scope for bias is very much reduced: howaver,
this is clearly an argument for maximising the number of

categories available.
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