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Measuring Trends In Poverty Over Time:
Some Robust Results Ffor Iregland 1780-87

1. Imtroduction

In order to be able to say whether "poverty" has gone up
or down in a particular society betwesen year 1 and year 2, we
must first of all specify what we mean by the term. Having
done =0, a poverty lime which allows us to distinguish the
nfululy %rmm the non—poor.is customarily specified for each
yvear. The extent of poverty based cn these linsgs must then be
measured, elither simply through counting the number falling
below the lime or through more complex measures which alsw
take into account the depth of poverty Tor these people.

Buch measures will be discussed below, but the prior
problem - what Sen {(1979) terms the "identification’ of the
poor ratner than the subsequent "aggregation’ of their
characterictics into a measure of poverty - relates to the
cepecificavion of the poverty line. It appears to be widely
accepted that poverty 1in developed economiss 1s to b
conceived in relative rather than purely abeolute terms -
that iz, relative to the standard of living of the socciety in
question rather than referring merely to the satisfeaction of
minimal neasds of subsistence. Within this general framework,
though, a variety of approaches to deriving a poverty line,
based on alternative concepts of poverty, have been
suggested, (These are reviewsd in Callan and Nolan 1987.) As
enphasised by Foster and Shorrocks (19880, "a festure commars

to all propocsed ‘methods is a significant degree of



%

arbitrariness in the value WSSigﬁEd-tD the poverty standard"
(p. 173).

The implications of this ambiguity for measwing trends
in poverity over fime are sericus. IT conclusions are drawn on
the basis of a particular poverty standard but there is a
cmnsiderablé element of Jjudgemsnt in defining that standard,
how much corfidence can be placed in the result? The problem
is compounded when we resalise that & variety of poverty
measures may be employed, not all of which may give the same
result when comparing the two years.

In these circumstances, it has been arguad that the
diversity of bossiblﬁ Judgemsnts about both the specification
of the poverty line and the choice of poverty measure should
be e%plicitly trecognised in the measurement proceduares
adopted (sees, Tor example, Atkinson, 1987y Foster and
Shorrocks, 1988a, b). Comparisons on this basis may not
permit cwmpl@telorderings in Aail situationg, but where
orderings are possible they can be much more strongly
defended.

Thus, in comparing vear 1 with vear 2, a varisty of
poverty lines and poverty measurss may be applied. If the
ranking of the two ysars is the same for each plausible line
and measure, then it is reaswvnable to conclude that one year
Nas unambiguously mm-é or less poverty than the other. If
this is not the case ~ if the ranking by one poverty
line/measure is reversed using an alternative bul plausible

line/measure ~ then we may be forced to acknowledge that the



comparison is inconclusive or ambiguous. Az Atkinson (1987)
points out, this approach leads to less all-smbracing
angwers: 1t allows comparisaons but does mot provﬁde a unigus
measure of L{he Jdiffgrzace bhetwesn two distributions, and may
only lead to a partial rather Lthan a complete ordecing of a
rnumber of distributions. It doss, however, offer the prospect
of unambigunous conclusions in certain circumstances -~ and
perhaps enqually importantly, implies that ambiguity will be
explicitly recognised and explored where it doss exist,

The prasent paper examines trends in poverty in Ireland
in the 1%80s in the light of these considerations. Hawving
briefly discussed trends in the 1970=z, we concentrate on
comﬁaring the extent of poverty in 1980 (on the basis of the
Household EBudgel Survey results for that vyvear) with 1987 <(on
the basis of the results of the EERI Survey of Lifestyles,
Income Distribution and Usage of State Services). Rather than
specifying a particular poverty line, we apply a range of
poverty linoco oy nach year, ano & varizty of aggregats
measures df poverty are also used. These poverty lines and
measures are described in detail in the next section.

Before doing so, one further element contributing te the
complexity of the compariszon must be anted - the way in which
differences in nesds across families/households of different
compozition are taken into account. Such differences ars
tvpically treafed through the wuse of eguivalence scales, but
therelexista a wide wvariety of such scales and little

prospect of a consensus as to the appropriate ones to apply



to & particular situation. As emphasised by Atkinson (1988),
the conclusions drawn about the extent of poverty may be
gquite sensitive to the suales chosen - if, for example, the
fortunes of different types of.family have been changing
differentially over time. fgain, he suggests that explicit
account be taken of such different judgemenlts about the reeds
of different families, even though this may limit the
conclusions which can be reached. In this paper wWe take such
differences into account by wusing & number of difrerent sets
of eguivalence scales, also described in the next section.
While this cannol cover the entire range of possible scales
and thus provide definitivé conclusions, it does allow
conclusions holding over a considerable renge to be reached,
and illustrates the sensitivity or otherwise of the poverty
measures to the scale chosen.

The rest of the papsr is structured as follows. Section
2 describes the poverty linwaﬁ-pmvarty measures and
gauivalence scales to be used. Section 2 describes the data
on which the results are based. Section 4 looks briefly at
earliier wark on trends in poverty in the 1970z and in
particular av the robustness or otherwise of the findings for
this earlier pericd. Bection 9 presents results for 1980 and
1987 using the siople "headocount" measure of poverty. Zection
6 compares The Lwo years using more compless aggregate poverty
measures which also taks the depth of poverty into account.

Finally, Section 7 brings together the central conclusion

Hil

which these results allow on the overall trermd in poverty



during the 178Cs.

e Poverty Lines, FPoverty Msasurss and Foulvalence Scales
Zuvle Poverty Linss and Equivalencs Boeales

Rather than attempting to Justify a particular poverty
line, we wish to apply a ranmge of lines for the reasons
discuszsed. One straightforward way of doing so iz to define a
set of relzative poverty lines, based on average income in the
digtribution. Using a relative poverty line may be consistent
with those conceptuzal approaches to defining poverty which
emphasisze the need for a minimum level of income relative to
the society as a whole in order to make possiblae
participation in the customary activities of that Eodiaty.
The zelection of a particular relative line is still
arbitrary, though, and the approach lends itself naturally to
the application of a range of lines. Here we use three,
namely 40 per cent, 50 per cent and &0 percent of mean
disposable income!. As we wWill see, this encompasses a broad
range of ezt‘mstes of the sxuient of poveriy.

In basing these relative poverty lines on mean income,
that mean must however take account of differences in
household composition, since otherwiss we would hbe equating
the needs of, for example, a single adult household with
those of a couple with two children. Az already outlined,
there is no consensus on the appropriate set of equivalesnce
scales, either for Ireland or elsewhere (and indeed different

srales may be more suitable for different applicationsz). We



therefore use fouwr distinct sets of scales:

(i} Scale A, whers the household head is attributed a
valug of 1, all othsr adults a value of 0.7, and
all children a value of 0.5. (This was the central
gset of scales used in a recent exercise fTor the EC
Commission wmeasuring povasrty in Community
countries, ang is also uvsed by, among others, the
French Statistical Office INSEE).

(ii) Serale B allows a smaller amount ~ relative to the
household head - to both extra adults and to
children: where the housebold head is 1, other
adults are C.é& and children 0.4, (This is broadly
comparable with the scaleg implicit inm the UK
Supplementary Benefit/lIncome éupport safety net
schema®, used in many poverty analyses there.)

(iii) Seale C allows relatively more to additional

adults but less to children *han Scale B - where

extra adults are attributed a value qf Qu&E and

ehildren a valus of .33, (This is closer to the

scales implicit in Irish social welfare rates of
support®,)

(iv) Srale D is “extreme”™ in the szense of attributing

0.7 to additional adults but only 0.7 to children.

Thus wa have a combination of three relative poverlty
cut-offs together with four sets of equivalence scales,

yielding twelve distinct poverty limes. Each is constructed
N



as follows. The number of eguivalent adults is calculated for

each household as

NEA, = [1 + o, (1 ~ NA,) + E_ NC,]

where NEA, = nunber of eguivalent adults in household i,
MA; = numbier of adults in household 1.
NC, = oumbzer of children in household i. ’
& = equivalence scale & (or B, etc.) for extra
adult.
B, = Equivalence scale A (or B, etc.) for child,

Equivalert inceme for housshold i is
Y /MEA,
s maean eguivalent heouszehold income in the sample is

(m
1 = Y, /NEA, (1)
n i=1

whetre n is the number of households in sample.#
The relative poverty lines are then derived as
0.4 k% (1)

0.3 K« (1)
and O.6 % (1),

r
B
L
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.

with fouwr variants of each, one for each egquivalence sc

The povarty lines are thus sxpressed ism Ltermse of
eguivalent incoms, 1.e., they reprezent the nominal incoms
value applicable to & single-adult household. The incoms of
other household typss, converted to an aquivalaht Gacis, <an
then be compared direchtly to this standard.

Furely relative poverty lines constructed in this way
will obviocusly have the characteristic in compariszons over
time that riszing avarage income% will be fuily reflected in

an increase in the poverty standard. This may be considered
N



appropriate if it is assumed that, broadly speaking,

%

perceived ‘needs’ and the ‘customary’ standard of living from
which the poor are excluded rise pari passu with averans
income. HMHowever, as Ben {(198BZ) emphasises, such measures
suffer from the disadvanmtage that a fall! in genegral
prosperity will not be reflected in an increaze in poverty if
the relative distribution is unchanged®=. We may not be happy
to make the assumption that "needs’™ automatically adjiust
dowrnwards in such & manner, an asymmetric responss to falling
versus rising average incomes -~ at least in the short term -
may be more plausible. This is particularly relevant to our
application, since it turns cut that Irish real mean
disposable sguivalent income actually fell between 1920 and
1987. We take this into account by aiso applying a set of
povaerty lines which represent the same real income to the two
vaars —- that is, the relative linmes for 1980, updated to 1987

by the increase in prices over the period.

22 Poverty (focasures
Let Yy = (Y1! YRy ses YHJ

be a vector of household incomes in increasing order, and let
Z » Q be "the' poverty line. The most commonly used measure
of poverty is then the number of households (or persons) with
intomes falling below that poverty line, say o, uwusually
egrpressed as a proportion of the total rnumber of householos
(persans) in the population®, That is, where n = n {y) is the
total rnunber of households, the groportion in poverty is

Fy ='g/n (2



This is the headcount ratio, which has dominated poverty
aralysis for many years.

This measure has, howsver, been subjected to sustained
criticiem, notably since Sen (i??é, 1979 0 In the first
place, it igrnores completely the extent to which “the poor’
fall below the poverty line, the depth of their poverty.
Secondly, it has the perveras featurs that a transfer uf
income from & poor perscn to one who is richer can never
increase measured poverty — either poverty remeains wicharnged
(if the rﬁcher person was either sbove the line both before
and after the transfer or below both before and after) - or
it actually falls (if the richer person is brought above the
line by the tramefar) .

To overcoms these limitations, measures bassed on the
"poverty gap" of the poor have been developed. If
g; = (& =~ y;? is the income shortfall of the ith household,

the sum of these shortfalls

is the aggregete poverty gap. This isg, howsver, a money
amount:s to normelise, the gaps are exspressed as a proportion

of the poverty line to yield the average proporticnate

shortfall
q -
\ — I g (%)
qz i=1

This measure, referred to by Sen as the "income gap

ratio", concentrates, however, only on the aggregalte
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shortfall of the poor, it pays no attention to the number or
proportion of poor people. This is not trug of whet Fozter

and Shorrocks (1988) call the "per capits incoms gap", i.e.,
Fo = 1 g, (43

which i1s & produouct of the headcount and the income gap ratio
measures, This continues to have the featuwre though that it
is insensitive o the cistribution of income among the poor.
A trarsfer from a poor perzon to a richer one when the latier
15, &and remains post-transfer, below the poverty ling will
leave the measure unchanged.

Foster, OGreer and Thorbecke (1984) have proposed a

measure

n =& i
which gets over this problem by wsignting the shortfalls of
the poor by those shortfalls themszelves. This meanz that a
more unequal distribution of income among the poor is
reflected in higher measuwred poverty, those furthest below
the poverty lims receiving the highest weight. (San (1978
propozed a wsighting scheme which, by contraszst, iz basgsed on
the rant of {the household, and so the number of households
betweaen it and the poverty lineg).

Foster et al. have in fact set out & gensral class of

poverty indices of the type.

CFPer =

(9; ) 5i—1 (&)
1 o
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Where o = 1, this becomes Fy, the simple headcount. Where
o0 = o, Foo = Fg, the per capita income gap, and whare o = I
the measure becomes Fz, the wesighted income gap measure which
they call "distribution sensitive". Foster and Shorrocks
(1988&, b)) explore the nature of the poverty orderings
proavided by these megasuwres, and the connection betwssn these
orderings and social welfare rankings, illustrating some
particularly desirable festures. For sxample, they show that
ranking by Fp over the entire range of possible poverty lines
is equivalent to the gensrslised Lorenz dominance oriterion
developed in the inequality literature. They also show that
for a pafticulaw class of welfare functions, the ordering of
two distributions by Fx is equivalent to & welfare ordering?.

In this paper we thersefore use not only the headcount
meazure of poverty Fi, but also the two more sophisticated
measures Fz éhd Fgpy, to assess the change in the extent of

poverty in Ireland between 1980 and 1987.

T, The Data Base

The results of the C%0%s Houwsehold Budget Survey (HES)
for 1980 ara used as the basis for measuring poverty in that
yeaar . The CS0 co-opesrated fully in facilitating acocess to
the data tapes (rather than having to rely on the published
reportzs), subiject to the strict maintenance of
confidentiaiity. This allowed the range of poverty lines and
measures to be calculated diregtly from the household level
data. In briefly d?stua%ing trends in the 1970s we alszo make

use of the only other national HES, that for 1773, Here
\



detailed tabulations of householdé by income range and
composzition waere kindly supplied by the CSO.

For 1987, the EERI*s Survey of Lifestvies, Income
Distribution and Usage of EState Serviges provided the
data-baze. This survey, like the HES, gathersd data on a
national sample - responses ware obtained from about 3,300
houzeholds and the effective response rate of 64 per cent was
satisfactory, considering the complexity and semsitivity of
the material®. Again, }ik@ the HREZ, the responsss were
re-weighted to accord with known national aggregates. The
income infornation gathered was designed to correspond
closely to the HES definitions to ensuwre comparability. The
guestionnaires, response rate and re-weighting procedures are
outlined in Callan &f al. (1988) and will not be detailed
here.

The income concept which will be ussd here in measuring
poverty is dispusable incoms as defined in the HES ~ that is,
income from work and property plus state cash transfers less
income tawxw and employee’s FRSI contributions. The income
recipient wunit is the housekrold. This has the well Enown
implication that, since complete income-sharing within the
Mowsehold 1s assumnsd, poverty for certain members a3 a result
of such sharing not actually taking place will be misesd.
While we have carried out some analyses of tha.1987 data on
the basis of ths narrower family unit (see Callan =t al.

1588, this was not possible for 1980.



Although the household is treated as the recipient unit,
this daoes not mean that our results relate only to the number
of households in poverty, etc. Indeed, as discussed below,
it is 1if ahything more relevant, fw foocus on persomns ratheyr
than households, and we will present results for both.
However, the point to be emphasised is that the standard of
living of each person in a particular housshold is assumed tg
be identical.
J. Poverty In the 1770s

Before oresenting resulte for the trends in poverty in the
1980s, it is useful to briefly discuss the bachkground against
which theze should be seen, in terms of developments up to
the begimning of the 1980s3. The only points of cump&rison
for which suitable data are available are 1973 and 1980, the
vyears when national Household Budget Surveys were carried out
by the CEO0. (Smaller-scale urhan inquiries.were carried out
in the intervening years). While the 1972 data have been
used to analysis the extent and nature of poverty in several
studies, tne only previous one to alssy use tie 1980 data and

draw conclusions about trends in poverty is Roche (1984,

7% based on the rats

¢

Roche applied poverty lines in 5
payabile in fhat yvear by the scheme providing the lowsest level
of support, the short-terms rural Unemployment Assistance (UAD
rate. (The rates paid in Supplemantary Welfare Allowance, on
the subsequent introducticn of that scheme, were sgt at this

Fural UA rate) . He used & range of lines, viz
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A this rate,
BY this rate plus 204
£) this rate plus 40%.

The equivalence scales used were alszo derived from the

Ua rates, with some rounding, and were az follows:
Houseshold head |
Other adult 075
Child 0.45.

For 1980, Roche’s objective was to construct poverty
lines which not only took into account price changes since
17735, but also reflected the view that "the poor shouwld share
at least proportionately' ir the increase in real incomne over -
the period (p. 70). He, therefors, increased the three 1973
lines by 173 per cent to adiust for ﬁhe uwse in the CFI  (of
about 1353 per cent) and in real national imcome‘p@r head (of
about 17 per cent) bstween 19731and 1580.

Comparing the number of households and of persons bélow
these linegs in the two years, Roche fnund a substantial fall
in poverty at egach of his three poverty lines b? 1¥80. The
proportion of houssholds in the sample below eackh line was
about halved, while the proportion of perszons 211 by about
35—4@ per cent. Atter some reweighting to astihate
population totals (further to the reweighting carried out by
the LS, the overall axtent of poverty in the populsation was
eatimated to have fallen by 27 per cent or more. This
considerable reduction is partly attributed to public policy,
in particular increases in coverage and real rates of payment

in the social welfars system.



This strong finding = that even based on what is inm
effect a relative poverty line the numbers in poverty fell
substantially over the period - is howéver called into
question by am altermnative amalyeis we have carried cut.
This applies relative poverty lines as defined in Section 2.1

-

above - that ig, based puwely on incoms in the sample itzeld

~ to both 1972 and 1980 HES data. Using cour equivalence

scale A, which is not very different to those used by FRaoohe,
the 40 per cent, 50 per cent and 4G per cent relative poverty
lines were calcoulated. The proportion of households and
persons falling below eack in 1973 and 1980 is shown in Table
1. Clearly a quite different picture to FRoche's result is
found: the percenfage of households in poverty has declined
only marginally betwean 1977 and 1980 while the curresponding

percentage for persons has actually risen.

Table i: Percentage of Houssholds and Persons Below Relative
Pover by Lings, I¥73 and I¥%80 HEL Samples

Relative Foverty LIins=

e S0k &
cal houzeholds % % yA
1974 2.9 18.3 283
1980 8.5 S 17.2 27.9
b) persons
1973 B.&6 14.4 27 .0
1930 10.4 19.2 29.7

= Eguivalence

n
"
iy}

~ale 1 = HOH
Q.7 for other adults
0.5 for child

N
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The comparison with Roche’s results is not eract because
of the different equivalence scales nzed and because our 1977
results sare bamed on detailled tabulations rathier Ehan the
micro-data itself, but thisz would neot contribute
significantly to the major contrast in overall patterns
found., This must be attributable to the basis on which the
poverty lines were constructed. lihile Rochets obisctive was
to take into account the increase in real income over the
period in uprating the poverty line, he did this by using
growth in national incoms per capita. He acknowledged that
this may mask shifts in income, for example betwsen
individuals and corporaticons, and that personal income o
personal disposable income might be a more valid measuwre of
trends in command over personal consumpiion. Howaver ,
national income he considered to be "the best measure of
growth in total community resources” (p. 70,

It is difficult to see why this should be applied to the
rincome of fhoussholds, though. In fact, even income of the
personal sector in the national accounits 1s not all
attributable to households, and significant differences in
definition and coverags exist for incomes from particular
sources betwesn the national accounts aggregates and income
as mEasured Iin household suwwveys., (For a detailed examination
of this issue using more comprehensive UK sources ses
Atkinson and Micklewrioght 1987, Further, of course,
househmid survey resuits may not fully reflect the incomss

which they try to measwe, due for erample to understatement
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and any non-responss bias,

Thus the difference betwesn Qur‘results and Roche™s for
the 1973-B0 period arse due to the fact that the poverty lires
we apply to 1980 are 217 per cent higher than those for 1973,
whereas his are up-rated by only 173 per cent. Comparing the
12775 and 1980 MBS samples, mean housshold disposable income
rose from £26 to £106, by 193 per cent. Mean eguivalent
househaold disposable income, using the equivalence scals A,
rose by 217 per cent, and thus so did ow purely relative
gamglE"baSHd poverty lines. Using real national income
growth taogether with the CFI, as Roche did, does not
adequataly represent what is actually happerning to household
income. Using national accounts p@rsonai disposable income
rather than overall national income per capita would in fact
give & figure closer to that revealed by the comparison
between the Budget Surveys for the two years. Given the
conceptual and other differences between the two UL T, it
sigens preferable in any case to rely on the within-sample
information in specifying the poverty lines.

This brief discussion of 19772-80 has served primarily to
place a question~mark over the finding that @VEn uEing
ralativa_poverty limes a sharp fall in poverty over the
period is revealed. Given the significant rise in real
incomes which took place, adtsaluts poverty 1ine§ - applying
for example the 1973 lines uprated only by the change in

prices t

]
o

the 1980 sampls - would reveal zuch a fall in

poverty. Ome of the most interesting features of the 178087
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period, on which the paper now concentrates, is that this
tdrna oult not the case.
3. The Trend In Mumbers Beslow the Poverty Lines 17980-57

We first present, in this section, results for the
headoount measurs Fy — that is, the percentage of households

angd persons below the varicus poverty lines. The results for

the more sophisticated measures Fp and Pz are then examined

Mean disposable houzebold income in the 1987 EERI survey
Was L1782 per week, compared with £1046 in the 1980 HES., The
CrI rose by %1 per cent over the period, so the 1980 figurs
in 1987 prices would be £Z03 -~ mean real household income
fell by 21/ per cent between the two years. Howsver, thers
was also a decline in average household size. When equivalent
incomg iz caltulated using the four sets of scales described
in Bection 2.1, mean equivalent disposable household income
in 1980 was between £42 and £44, depending on the scales
used, while the 1987 mean was belween about £80 and £8%5 per
week ., In rzal terms, mean eguivalent income in 1987 was about
11/ per cent lower than in 1980. Relative poverty lines
derived fraom those mean disposable equivalent incomes thus
also imply lower figures in real terms for 1987 than fTor
1980,

Using Lthe 20 per cent line az an example, the poverty
standard for a single adult in 1980 was thus aboul £21-£23
per'weeh, and for 1987 was about f4ﬂ~£43 per week, depending

on the scale used. The choice of scale makes a sigrnificant
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difference to the level of the poverty lineg for larger
households. For exaaple, using scale A, the 90 per c=nt line
for a gingle adult household in 1987 is L£40, for a
three-adult household it is £939, and for two adults with
thres children it i £127. Using scale C, though, the line
for a single adult is £42, fTor three adullts with no children
it iz £98, and for a couple with three children it is only
£.112.

Looking first at households rathei than persons, Table Z
shows the percentage falling below esach of the three relative
poverty lines, fuour each of the four sets of equivalencs .
scales, for 198¢ and 1987. Ouw primary concern here is with
the trend between the two years rather than the absolute
level, and we can see that for most of the relative
line/equivalence scale combinations the percentage Of
households in poverty increased betwesen 1980 and 1%87. This
is true of L e 30 per cent and &0 per cent lines irrespechive
of the scale chosen, but for the 40 per cent liﬂé it is only
the case when scales A and B are used. For this lowsst line,
using scales L and D ; which allow a relatively small
addition of 0.3Z% and 0.7, rezpectively for the “nesds’ of a
child - the percenteage of households in poverty iz ssen to
have fallen between 1980 ang 1987.

While the results for households are of interecst, they
obviously attribute the same importance to a small as well as
a large household.  We therefore also want to consider the

position of the persons within these households, attributing



equal importance to sach person. The percentage of persons
below each line {thalt is, in households below each line) for

the two vears is shown in Table Z. Comparing these with the

i

corresponding figures for households in Table 2, we can seo

if

that for 1?87 in each case there is a higher percentage of
persone than households below the line. 5o for that year poor
households are larger than average, irrespective of the
line/scale chosen. This is nobt the case for 1980. For the
garlier year the percentage of persons below ths 40 ger cent
line for all scales, and below each line for Scale A, is
greater than the percentage of hwuaehaldé, but for all the
other line/scale combinations the opposite is true.

Table 2: Fercentage of Houssholds Below Relablve Poverty

Lines Using Diffesrant Equivalence Scalss, %80 and
1587

Relative Poverty Lins

EGuivaliancs A0% Wi IA LU

Hcale= I7EQ 1787 17&D I7&7 IRE0 15ET
A B.5 19,0 17.2 18.9 27.9 2.0
E 2.6 8.7 17.6 18.5 7.9 I0LE
G 8.0 7.5 16.8 17.9 27 .6 S0.0
B 7.7 7.5 ib.3 17.4 27 .4 29.5

a Scale A I for HOH, ¢.7 for other adults, O.% for child
Becale B = 1 for HOH, C.6 for other adults, ¢.4 for child
Soale © = 1 for HOH, O.&66 for other adults,0.33 for child
Scale D = { for HOH, 0.7 for other adults, ¢.27 for child



Looking at the overall trend betweesn the two ysars, we
find exactly the same pattern as for houssholds: at all the
relative line/squivaloencs scole combinations encepé bthe 40
per cent line with scales C and D, the percentage of perszons
in poverty has risasn. It is notable that the increase is
considerably greater - or decline smaller in the two cases
where it ogcurs — for persons than for households: poor
households have become larger relative to the average betwesn

the two yvears in all cases.

Table I: Percentage of Persons Bslow Relatiwve Foverty
Lings Using Ditferent Equivalence &Soales, 1780
and 1787

Relative Poverty [ine

Eguivalence _40% SC% HOY

Soales 1760 1987  1%6D 1967 1980 1957
A 10.4 12.8 19.2 22, 29,7 IS
B .z 10.5 17.4 21.2  27.6  3I2.7
C 8.5 B.2 16.2 19,8 26.7  I1.4
D " g.1 B.0 16,0 19.5  2&.3  Il.1

a Hegs footnote to Table 2.

Using the headocount measurs, than, and applving purely
relative poverty lines to esach year, we cannot reach entirely
consistent or robust conclusions on the ftrend in poverty
between 1980 and 1987 that hold across all the eguivalence
scales used. A3 already noted, though, real mean eguivalent
income actually fell by about 1i/5 per cenlt betwsen 1580 and

\
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19B7, so this procedure has applied lines to 1987 which are
lower in real terms than those for 1980. To see the
implications of this, we also applied a set of poverty lines
to 1987 which represented the same real income as 1980, That
is, rather than basing the lines on the actual mean
equivalent incomss for 1987, we now takse 40 per cent/350 per
cent/&0 per cent of 1980 mean eguivalent incomss updated to
1987 prices - which obviously means wsing limnes for 1987
which are now about 11/z per cent higher than the pursely
relative ones.

The number of psrsons wunder these limnes is zhows in
Table 4. We can =ee that, compared with the 1987 figures in
Table 2, betwessn i/z per cent and 11/z per cent more of the
popuylation fTall below these lines than below the
corresponding puwwely relative limes. Compared with the 1980
figures alsoc shown in Table 3, there is now a consistent and
unambiguous increase 1n the percentage of persons in poverty
between the two yeers. The same resull holds if we consider
the percentage of houssholds.

In sum, then, & fully consistent and robust conclusion
on the trend in poverty between the two yegars, on the basis
of the range of poverty lines and equivalerce scales used, is
not forthcocoming using the headcount measure and purely
relative poverty lines. Such a conrclusion is, however,
possible on the basis of poverty lines Tired in real termss,
which show a consistent increase in the percentace in

poverty. We now turm to the other poverty measuwres outlined
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in Section 2.2.

Table 4: Percentage of Farsons Below 1780 real poverty
lines® wusing Different Egquivalence Scalss, 1767,

Egquivalsnces Real® Powverty Linegb

Socales AR fSTaNA &
A _ 173, 2Z2.6 24,7
B i1.5 21.8 I |
C 7.1 20.4 I2.8
D 8.9 20.3 F2.9

= Equivalence scales are defined in Table Z.
B 1980 relative poverty lines, updated to 1987 by
increase in CFI.

&, Alternative fAggregatse Foverty Measures
We first look a2t the measure Fz, the “per capita income

gap-.

1.0

,..
iy
—

9 (F)

i o

Reverting to surely relative poverty lines for each year, Fa
was calculated for esach poverty line and the resulis for
houvsenolds are shown in Table S2. At each ling these show
somewhat less variation when the differsnt sguivalesnce scales
are used than did the headcount. Between 1980 and 1987 there
is now an wunambiguous increase in poverty, as mesasured by Pz,
at all the poverty line/eguivalence scale combinations.

The corresponding results for persons - in sffect

weighting the housshold gaps by the number of personzs in each



household - are shown in Table 619, These are in ganeral

n

higher than the corresponding housebold figures, the
“ceptions for 1987 bsing the 40 per cent lime with scales O
and D. As with the household-based results, though, there is

a consistent rise in thse index betweesn 1980 and 1987 for all

!

lines/scales. There 13 no clear pattern in the relationship
between the increases at different lines/scales, with, for
erample, the percentage change in the index being highest at

the 00 per cent line for Scale A but at the &0 per cent line

foar Scale B.

Table 5t Per Household Tncome Gaps WUsirg Relative Poverty
Lines and DIifferent Egquivalence Scales, 1960 and
1987

Relative Poverty [Line

Eqguivalence FO% 508 kA

Scalsas 1560 I¥E7 1780 1557 IvED 1987
A 0.020 0,074 0.047 O.05H4 0.074 0.0BS
E CLO27 Q.02 0,047 O, 0%4 0.07 0,080
(i O.026 0,031 0.045 0.8 0.07% 0.021
D C0.0248 .03 0,045 Q. 050 Q.74 GL.079

=« See footrote to Tables 2.
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Table &: Per Person Income Gaps Using Relatlive Poverty
Lines and Dirferent fguivalence Scales, 1780 and
IFE7
Relative Foverty Line
Equivalence F0% S SO0
Ecalss 17RO 1787 IRED 1w IRED IWET

A O.031 0,036 0,054 0,065 0,085 Q.010

B Q.02 OL.OE3 0,049 0.058 0.078 0,093

C .02 O.0Z0 0,045 0.054 0,074 0.087

D Cra O2& 0,050 0,045 0,052 0.073 0,085
= See footrnote to Table Z.

As discussed in Section 2.2, the measure Fp takes no
account of the distribution of income among the poor. What
Foster and Shorrocks (198Ba) term the “"distributionmally
sensitive measure", Fgz was thersfore also calculated. The
results for hrussholds are shown in Table 7 and those for-
persons in Table B. These again show relatively little
variafimn across different eguivalence scales at sach line.

The consistent pattern is again & substantial increace
betwaen 1980 and 1987, at all lines/scales. Relative to the
level of the index in 1980, the increase is of the order of
20%A~30%, and is somgwhat greater than that for Fz at each
line. A3 for Fa, there is no conmsistent relationship across
lines/scales between the irncrease for households and for
pErsons,

These results for Fg and Fz are all on the basis of
purely relative povérty lines applied to both (980 and 1%87.

5\



Since applying the "19BC line in real terms® to 1987 means

using a higher line for that year in all cases, and since the

purely relative lines already show an unambiguous increase in
both Fg and Fz across all lines/scales between the two years,

& larger increase would be seen if the 1980 real line’ was

used for 1987 instead,1d
Table 7: Poverty Index Pz Tor Houssholds Using Relative
Poverty Lines and Differsnt Hgquivalernce Scales,

1980 and 1%87

Ralative Poverty Lins
Egquivalence J S0 &l
oales I7ER 17ar 1wE0 1787 I'?E0 I8y
A 0.017 GLOZ23 0.024 0,071 0,03 0.043
E 0.017 0.02% 0.024 Q.00 0.035 0.042
C 0.0L7 G.G23 O.02% 0.029 0.034 0.040
D 0,017 0,023 GL023 .02 0O.034 G040
s See fooinote to Table 2.
Table €1 Foverty Index Pg for Persons Using Relative Poverty
Lines and Different Egquivalencs Soxles, 19680 and
I7ET
Relative Fovserby Lins
Equivalence i SO &
Scalaen 17&0 1567 ITRE0 1567 1580 IvET
A 0.018 O.023 0.02 QLOZ3 0L 040 0,048
E 0,016 0022 0.024 O.030 0,.0%4 0. 044

C.016

0,02

.04 0,021

GL.GR3

O.023

0,0

0. 028

0,034

Q.03

O.041

0,040

o Sge fTootnote

to Tabxle 2.
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Fo  Lonclusions

This paper has ahalysed the trend in poverty in Ireland
between 1780 and 1987, using a variety of measures. The data
baze was the CE0°s Heousehold Budget Survey for 1980 anc the
EERI Survey of Life-Styles, Income Distribution and Usage of
Btate Servicés for 1987. The oblisctive waa‘ta explore the
extent to which conclusions which were robust with respect to
the location of the poverty line could be reached.

sing thres relative gpoverty linmes and four different
sets of equivalence scales, such uniform conclusions were not
possible on the basis of the sinple headcount measure of the
percentage of households/persons in poverty. For most of the
poverty lines used this showed an increase between 1980 and
1987. This was not the case, though, when the lowest relative
line (40 per cent of mean equivalent incomz) togsther with
the scales which were the least generous towards the needs aof
cehildren relative to adults were usec.

More sophisticated aggregate poverty measuresn wWare also
applisd. These were the ‘per capita income gap® which takes
into account the extent to which the poor fall below the
poverty lime, and the d@Velmpmant of thalt measure by Foster
gt al. (1984) which 13 in addition sensitive to the
distribution of incoms among the poor. sing the range of
relative poverty lines and equivalence cscales, these measures
both showsd an wunambiguous increase in poverty betweaen 1980

and 1987 in all cases.



The 1987 relative poverty lines are actually below the
corresponding 1980 lines in real terms, bescause mean
equivalent disposable income per household fell over the
periocd. When, instead, the same lines in resl terms are
applied to both 1980 and 1987, an increase in the headeount
measure bhetwesen the two years at all the lines arnd for all of
the equivalence scales is also seen.

These results =zerve to illustrate the value of the
approach to the measuwrement of poverty put forward by
Atkinson (1987, 1988) and Foster and Shorrocks (1988a, b)
among othiers. This involves explicit acknowledgement of the
difficulty of ocbteining consersus on the appropriate location
for the poverty lime or the needs of families of different
types. While our analy=sis has not, of course, covered the
entire range of possible poverty lines and esquivalence
scales, 1t has shown that over a wide range of values for
each, some robust conclusions with respect to the treng in

poverty were none the less possible in this case.
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Footnotes

AN alternative which hag been used in some applications
in to derive & relative poverty lime az o proportion of
median income. This wouwld, for & given proportion, lead
to a lowsr poverty line, since the median is almost
invariably below the mean. However, where a range of
lines rathar than one particular ling iz being used to
assess trends over time, the location of eac is not
intended to be giwven particular significance.

Supplementary Eenefit zshort-term rates in 198&4-27
implied a scale where if & single houssholder was 1, a
martied couple waz 1.62 - 35 the spouse was  O.&62 - angd
children under 16 were on average 0.4 (with
differentiation by age). Additional ather adults wee
howsvear 0.8,

i

For example, the scales implied by current Supplementarsy
Welfare Allowance rates (and including Child EBEsnefit)
are that it a single adult is 1, a deperdent spouse is
1.67, the first two children are 0.75 each and third
ang further children are 0.21 each.

This obviously gives each hougehold an equal weight in
the calculation of mean equivalent income. A
alternative would be to use

I m
LY,/ T NEA;
=1 i=1

which gives egual weight to each adult sguivalent unit.
While producing a slightly different lasvel of mean
income, this would not a&lter any of our conclusicns with
respect to changss over Lime.

Sen points out that ths tendency of these measurass "H0
look plausible in situations of growth, igroring the
possibility of contraction, bhetrays the timing of the
birth of these measuwres in the balmy sixties, when the
only paossible direction seesned forward” (1982, p. ).

Sen (1%7&4) and some of the other contributicns to the
litgrature on poverty measuwrement (for example, Foster
and Shorrocks, 1988a, b) couch their formal discussion
in terme of the number of households whose incomes Jo
not esxcssed =, rvather than Talling below z. In the
application of poverty lines - and in common usage — the
latter is howsver more conventiocnal.

\
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The welfare functions in guestion are wtilitariam in
nature and satistying monotonicity, equality-prefsrence
and tranmfer-sensitivity: sae Foster and Shorrocks
(19880 .

The 1980 HES coverse a larger sample - of over 7,000
houwseholds — and achieved an seffeclive response rate of
D& per cent. The HES is extremely onerous in recquiring
an expenditurs diary to be kept over a two-week period,
and &algo is somswhat more strinmgest in excluding cases
whetre the questionnaire was not answered in full, '

The headcount ratic is usually expressed azs a percentans
although the formula (2) caloculates it as & proportion
of all households/perszcons. Mo such convention appears o
be followed for Fz and Fz (see the resulte oresented by
Foster st af. (1984), for esvample) .

Since the data fTiles are on a housshold rather than 2
person basis, Fa was actuaslly computed by takirg the
mean across houssholds of

where n = number of houssholds in sample,
Fio = number of persons in household i

and dividing by the ratic of persons to households.

b

This wowlo not necessarily be true of measures which
focus on, for example, the average shortfall of the
poo,  since this could rize or fall when the poverty
line is raised. The measwes Fp and Fz, though, average
the shortfalls of the poor over the whole population.
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