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Relative vaa%ty biress An ﬁpplicatidh
to Irish Data for 1273 and 1980

Introduction

The need to conceive of pmverty'iﬁ'developaﬂ @economi ae
as being Felative rather than absolute in nature - with the
minimum acceptable income and standard of living wvarying
botween different societies and over time - i3 now widely
accepted. Within this general framework, the choice o%I a
gpecific poverty line for a particular socieky at a
particular date is. fraught with difficulty. A nunber of
different approaches to deriving such poverty lines have been

developed and were raviewad in the second Working FPaper in

our series "Concepts of Foverty and the Foverty Line® (Callan

and Nolan, 1987).

As discussed in that paper, a major objective of the
amai?aiﬁ of the survey data currently being gathered in the
ESRI project on poverty, income diatribution and tﬁa usage of
Gtate services will be to apply a number of these approaches.
Not only will this provide a great deal of new information
shout  the axtent and nature of poverty in Ireland, it will

also allow us to explore the relationship betwesan poverbty

lines derived from the different approaches whaen applied to a

common data-set, which has not previously besen possible. it
must be acknowledged, however, that wnanimity about the
precise location of ‘the’ poverty line is unlikely to be

achievable: indeed, as recently emphasised by Foster and

Shorrocks (1987a), even given agreement on a particul ar
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conceptual approach "a feature common to all pruﬁbﬁad mathods
is a significant degree of arbitrariﬁ@ﬁs iq the wvalue
assigned to the poverty standard” (p. 1J). The'recoéﬁitimn of
these difficulties has led to the exploration by Atkinson
(see 1987a, for example) and Foster and Shorrocks (1987a, )
of the possibilities for at least partial ranking of
differaent distributions as having "more’ or “less’ poverty,
aven when the poverty line is allowed to vary over a certain
range. |

In this general context, one relatively straightforward
meﬁhad of comparing paverty in two diséributimns which may Le
applied when only data about incomes (and not about
1i+e§ty1@§, living conditions, or views about adequacy) are
available, and may yet be quite revealing, is the use of pu}ely
relative poverty lings. Such relative poverty lines take as
their basis average disposable income in each distribution,
for example, and arbitrarily set, say, 0 per canﬁ of that
figure as the poverty line for each. If a number of differsnt
lines is used — say 40 per cent, S0 per cent and 60 per ceant
-  then not only can the sensitivity of tha measurad povertly
in mach to shifting the poverty lina be assessed, but we can
also see whether one distribution 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 level {for the poverty line.

Furely relative poverty lines per 5 may find mome basis
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in those conceptual approaches to detfining pdverty which
emphasise the need for a minimoum level w{.income.r@laﬁiva to
the rest of society in order to make pogﬁihle‘ participation
in the customary activities of that society. The selection of
a particular relative poverty line is wtill subject to all
the difficulties and the degrees of arbitrariness already
mentioned, though. The application of a numbar of different
lires in the present paper is therefore intended to ahow what
general conclusions can be reached when the poverfy line is
allowed Lo vary over a range, rather than justifying reliance
cn.purely relative poverty lines.

A major advantage of purely relative lines cmmpar@d,'¥or
example, with }o$¥icia1’ poverty lines, based usually on
social security rates, is that when used for international
campariﬁﬁnﬁ, they give transparﬁnﬁ, @asily interpreted
resul te. When  a comparison is made between two countries
using ‘official’ poverty lines, the fact that country A has
10 per cent poor while country B has only % per cent, may
reflect merasly the fact thatrﬁocial security rates are much
highes in A. This problem is avoided if purely relative
poverty lines are used: to say thatl country A has 10 per cent
with incomes of less than half its national average whaergas
country B has only 5 per cent below half its own national
average , does tell us something useful about the two
countrias.

For this reason, purely relative poverty lines have been

used in several studies invelving international comparisons
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(DECD 1974, a@cﬁerman 19793, and by the EEC in aﬁt@mptimg Lo

bring together information on poverty in the Various

P

Communrity countries. It is as part of an upéat@d EEC~wide
evercise 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
nature of such poverty lines and the extent and composition
of low income households in Ireland in the two years in
quastion, which we %ocu% on hera.

Ralaﬁad to the absence of & commonly accapfa& method for
ﬁﬁeci¥yiﬁg ‘the’' poverty line for a particular _type of
househaold, is the lack of consensus on the adjustments to be
made to take differences in family/housshold compasition into
accournt. A wide range of adult equivalence scales may be put
forward for this purpose, derived Ffrom a variety of
conceptual approaches. The precise scale wsed may play &
significant role in comparisons of the extent of poverty at
different 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 whetra
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. THQ. ext@nf (A=} which
unamﬁiguﬂu% rankings of distributions can be mada. Covering
all three scales is then 0¥‘conﬂidarabla int&réﬁt, aa are the
differences in the extent of measwed poverty from one scale
to anothar.

The actual poverty lines used and the way they were
applied to Irish data are described in the next section.
_Séction I3 then presents the rasulﬁﬁ of the analysis of tﬁa
1980 HBB data. Section 4 looks at the 1973 data and the majior
differences revealed between the two years. Section 4 brings
togethaer the conclusions.

2. The Construction of Relative Poverily Linez Tor 1973 and
1280,

The years 1973 and 1980 are used because national
Houseshold EBudgel Surveys were carried out in those years by
the 030, Most studies estimating the extent of poverty in
Ireland are also based on this HES data, and their r@ﬁﬁlts -
surveysd in our  Working Faper 1 (Nolan, 1987) -  may be
comparad with those produced by purely trelative poverty
lines.

A variety of poverty lines were selt out by the EEC and
applied to the Irish data. First, the (necessarily arbitrary)
proportions 6{ average income, namely 40 pér cent, S0 per
cent, and 60 per cent were specified. Second, three different
sets of eguivalence scales to adjiust for differences in
household size and composition were specified. Third, a

number  of different methods of calculating average incoma




.
-

were set out. This means that, thoughy a wide range of

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

estimalte are produced, the application of dif{eramt
approaches highlights a number of intgresting features.
Disposable household income is the basis for all the
calculations, and the in*crmétion used all comes from the HES
samples rather than from any external source.® The average
disposable income on which the poverty lines are based is not
the avierage per household or per capita but per adult
aquivalent unit, The three adult equivalence srales uged are:
Scale A: 1 for the household head, 0.7 for each otﬁ@r
individual in thae housebold.
Srale B: 1 for the housshold head, ©.5 for gach other
individual in the household. .
Scale C: 1 for the household head, 0.7 for gach other
adult, 0.5 for each child.
Bince thé avérage equivalent disposable income in the sample
will vary depending on the equivalence scale used, this means
that three different averages are calculated. For each, there
are then threse poverty lines:
) 40 per cent of average equivalent income, termed Fil.
50 per cent of average equivalent income, termed P2,
40 per cent of average equivalent incoma, termaed FI.
So a total of nine different relative ﬁoverty lines is to bes
calculated,
Ideally, micro-data on individuals in the sample would
be used to calculate an aguivalent incoms for gach household,
the average for the sample, and the poverty lines, using each

af the three sets of equivalence scales in turn. The actual

equivalent income of each housshold could then be compared

°
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with the poverty lines and the numbers beneath a;ch derived.
This was not possible in the time available, but the CSO very
kindly provided detailed tabulations fom thm'HBS for each
year shaowing the. distribution of households by disposable
income category, separately for twelve different household
composition types.® Ouite narrow. ifncoms ranges were used,
with 60 income classes for 1980 and 20 for 1973, so a high
degrea of accuracy was possible in intekpolating to estimate
the numbers under particular income levels. The twelve
household composition types and the composition of the sample
acfogﬁ these types in each of the years is shown in Table 1.

Table 1 Cmmpositiwﬁ of 1973 and (780 HBE samnples by
Household Type

..—.._--..-.-.—_.__.._—_....-..a—._._._..,_,—u-——._...“__-—--—-——_...m..——-u—-_-...._——--u-—..—.--_-u—.—.-.......—.......
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Household Category ' % oof Total in Sample
1973 1980

adult 14.1 16.4
adults 20.0 0.2
adults and one child 4.8 &.2
adults and two childeen bobs 10.2
adults and three children 5.0 7.4
adults and four or morg children 7.5 badt
agdults withouwt children 10.1 7l
adults with children 8.1 7.0
adults without childran 5.9 4.1
adults with children H. 4 4.3
Other households withouwt children S.b A
Other households with children 8.0 7.5

Given this detailed data by household composition type,
average equivalent disposable income in the samplae can be

calculated as the weighted average of the category maan

aguivalent incomes:




B Wa (Ya/nieFu) \
where Yy = to;al digpuﬁabla income of  the hauﬁghélds in
category i, -
My = number of households in category i,
N =  total number of houssholds in sample,
Wy = ny/N
and Fy = the equivalence factor for households of that

category.

The equivalence factors are straightforward for most
housshold Lypies, where the composition is definad
umambiguously: for a Z-adult housahold, for enample, the
equivalence factor is 1.7 using scale A, 1.0 using scale B,
and 1.7 using scale C. For a Z-adult plus 2 child household,
similarly, the factor is 3.1 using scale A, 2.5 using scale
B, and é.? using scale C. For the categories such as "3
adults with children", "others without children", etc., where
the exact composition iglnmt definad by the category, the
actual average composition of tﬁe houssholds in that category
(as shown in the published HES reports) .is used to derive the
gquivalencs factor.

The mean sqguivalent disposable income for each household
type category in 1980, using the thres sets 0f equivalence
scales, and the (weighted) average equivalent disposable
incoma  in the sample calculated from these, are shown in
Table &. The di%%ereﬁt equivalence scales claakly have &
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
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below +the relative poverty lines based on that average.
Contrasting the scales, scale B assunss that exira household

mambers add less to needs than does scale A -~ 0.9 compared

with 0.7 is added to the equivalaﬁt' factor - so the
equivalent incomess of all households with more than 1 adult

are higher, and the overall average is therefore considerably

[y 1

higher. Scale C distinguishes between the ‘needs of adults

and children®, adding 0.7 for adults but 0.3 for children, so

] all adult-only houssholds are btreated in the samae way as
seale 6. Those with ehildren, though, bave lower equivalant
factors and therefore higher equivalent incomes than scale A,

but higher factor/lowsr income than EB. Overall average income

is therefore between those produced by A and B.
While the different scales produce somewbhat different
average incomes across groups, Wwhich will be very useful in

allowing us to assess the sensitivity of results to  the

scales used, one important common feature may be noted in

|
i
i

Table 2 The larger housshold size types, in general, hawve

£hom

relativaly low average eguivalent incomes. Thus, no matter
what scale is used, the first three categories have
! | pguivalent incomes above the overall average, while the
houssholds with 2 adults eand 2, 3 or 4 or more children, 3

]

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

have incomss below average.
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Table 2 Average Equivalent Dispozable Mnoome by Household
' type, I?8HBES

Average wquzvalunt ‘disporable

a0 S T US4 S I ey oo Ty s e omied Bl P e S e e LAY M e oSS A s ey e st ke

£ per week

Household type Equivalence scale
A B c
1 adult _ 45,01 45,01 45,01
2 adults 48. 46 54,92 48.46
2 oadults and 1 child 42,80 S1.3 A&, 69
2 aduwlits and 2 children b, 146 44,84 41,52
@ adults and 3 childraen Z0.20 ZB. 25 25,86
2 adults and 4 or more ch. 22,64 20 HE 27.87
I adults 44.86 Bbh. 23 44,86
3 adults with children 2. 04 27.0% I 04
I adultls S51.39 E.97 §51.59
4 adults with children 2@.04 E7.49 3?.2-
Others without children 50.79 ba.93 50,75
Others with children 12.-3 . 42,28 2536
Weighted average in sample 39,98 47 .02 42.16
This will ocbhviously have a major bearing on the

composition of households 'in poverty’ by the -elative
poverty lines, as wa will see. It also leads Lo i important
potential souwrce of error in spec. Tying relative poverty
linaes which ia worth highlighting. If only data at an
aggregate level, on he total disposable income of the sample
and  the total numbers of household heads, other adultﬁ and
chi tren, were available, then an overall average squivalent
income figure could still be calculated. Using scale A, for
example, this would be

=Y
N o« 0.7 (M~N)

where Y is the total disposable income in the sample,
Mis the total number of persons,
and N is the total number of househalds (and therefore

household heads).
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The overall average thus derived could then be Cused as  a
basis for relative poverty lines, and the numbers below these

lines estimated from data on the distribution O? households
by equivalent income category or decile. Buch  an  overall
aQerage might alternatively be calculated from another
souwce, such as personal disposable income in the HNational
Accounts for instance, which is the approach adopted in  a
‘numb@r of studies. However, this procedure may significantly
bhias the overall average equivalent incoma, and this bias is
likely to be in a downward direction, thus leading to an
underestimate of the numbers in poverty when relative poverlty
lines are derived.

The downward bias arises when, as is the case in both
our HBES samples, the larger housaholds have relatively 1low
eduival@nt incones. Appendix 1 explores this in more d@tai},
But here it may be sufficient to illustrate how substantial
the affect may be. Table 2 ﬁhmwa that the weighted average
aquivalent disposable income across categories in  the 1980
|
HES sample, using scale A, was £40 per week. Caloculating the
overall average on  the basis of toﬂal disposable incoms
divided by the total number of ‘squivalent units® in  the
sample produces a figure of only £36.7. Setting a povarty
line of Eolpaﬁ cent of the weighted average shows, as we will
gea, 17.4 pér cant of houssholds to be in poverty: using the
lower biased figura, though, only 14 per cent of households

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

introduced by the use of the aggregate data only is certainly
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The corcllary to this is théﬁ aven the weighted -average
equivalent incama in the sample may be biased if, githin the
household category types wh;ch accommodate a number of
household sizes, larger househuldé have lowsr equivalent
incomes than smaller households. Ideally, the 'true’ average
equivalent income would be calculated from sach individual
household’'s equivalent income. Where this is not possible,
the more hoﬁﬁehmld type categories which can be distinguished
the better. with a twelve-group classification as avaiiabla
here, the extent of the bias should be very considerably
reduced.

The poverty lines used here;'then, ars 40 per cent, 30
per cent and &0 per cent of the weighted average equivalent
disposable income figures shown in Table 2. The Ffollaowing
section presents the results of applying these povarty linas

to the 1980 HES data.

3. “Relatiwve Poverty” in the IP80 HBS
2.1 Powverty Among Householdsz

Using the detailed &0-incoms category tabulations
pravided by the CS0 for 1980 for eack howsshold tvype, the
numbeatr  of hgusaholda under-th@ different poverty lines can be
estimated by interpolation.® Table 3 shows tﬁe parcentaga .94
households estimated to be under each of the nine lines.
While the different equivalence scales do produce somawhat
different results, the general order of magnitude is that
a@out §-9i/2 per cent of households are undsr the 40 per cent
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line, 17-18 per cent are under the 30 per cent line, and
2B-29 per cent are under the 60 per cent #ime. While relative
poverty lines offer no basis on which €o choose between
thesa, they.giva a very useful indication of the extent to
which households +all well below the average: the results
alusn allow uws to put other estimates of the parcenbtage  in
poverty in an interesting perespective. If we know thét the
p@rcmﬁtage in poverty has been estimated at 30 per cent, for
@Hampi@ {(weoea Fitzﬁ@rald, 1981y, then a pﬁverty line of about
60 pur cent of average income 18 being uged, wheraas an
estimate of 12 per cent (ses Roche, 1984) is implicitly using
a relative poverty line of perhaps about 4% per cent (see our
_Ndrking Papewl%or a raview of these and.other studies).

Table Z: Relative Powerty Among Households In the 1980 HBS

R p————E PSR S B P L SR Sl b d d bl it it

% oof households Relative FPoverty Line®
40% S0% 60%
Egquivalence gcale .
A .7 1746 268.8
B ‘ F. b 16.2 28.4
co 8.8  16.6 27.8

sPercentage of average equivalent disposable income in sampl e
(fraom Tabile 2)
3.2 Conmposition of Foor Houssholds
With most of the previous estimates of the extent of
poverty being within the range produced by these relative

poverty lines, they allow us to look at the composition of
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the poor and the difference macde by the use of thé difterent
poverty lines and equivalence srales. Thm LG & -o% scale C
produces the lowest estimate of the numbers o %wu%@holdﬁ in
IPDV@Fty far each poverty line, while those for A and B are
guite similar. Looking at the composition by household type,
wa can first conpare in-Table 4 the make-up of the_houﬁehmldﬁ
under the S0 per cent poverty line for sach of the three
equival ence scales.

Comparing first scalas A and B, we can see fhat al though
the overall percentage of households in poverty was similar,
the?a area siénificaht differences in composition. Scale #,
making greater allowance for needs of additional bhousehold
members and thus showing lower equivalent incomes for larger
howssholds, has a much lower parcentage of | I-adult

Table 4: Compozition of HouseBolds in the IF80 HBE undzr I

per cent Poverty Line

e i i e e e et 7 oo P et A0 Il OAA UL M e TR R T ST A 498 S gt o e s S SR R S M S e o e A AL Mo Sl P g o hnld (d e s s s ey e T s s S =

et e ot Apn s v e et bt siAd P L B B S 1 897 Yy s . <SR S RS R S ST 1o O ot ot e A LA ST vy Ty e e LA 4 At s e e g el B g L s e iy S B e R

Housshold Type

ool R MR R R

adult 1%.8 28.9 21.4
adults 11.7 12.8 i4.9
adults and 3 child 2.6 2.5 2.7
adults and 2 children 8.1 &8 7.2
adults and I children ?.8 TS 7.1
adults and 4 or more oh. 17.5 14.1 12.9
adul ts 4.7 4.3 5.8
adults with children 12.0 8.9 10.0
adults 1.4 1.2 1.6
adults with children: 5.5 5.0 &1
Others without children 1.4 1.0 1.7
Others with children 8.4 7.0 8.6

-..nnm.——-mq—..——uu.—-—_—.—_._-—n.—m—u—-_-........--.-__..-........-.-.......u--._-...-u-—--u-..—-...-.....—......-._-...-—.-.--—m-—-—-.—
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households, & slightly smaller one for 2 adults, and a higher
percentage of all the other categories among its

totalpoor than has scale BE. Secale C, on the other hand,

agsumnss the same écala for adults as A but for children UsEs
the lowsr E addition. This leads to a raelatively high
proportion of large adult-only households among  the poor,
while large households with children are more important than
for B but less than A, as are l-adult households. The pattern
across  equivalence scales produced by the 40 par and &0 per
cent poverty lines also reflected thess differences.

Most commonly used scales would follow C in making_ a
smaller allowance for additimna} children than adults. The
equivalence scales used in Irish studies have mostly been
'darivad from  social securily rates, and have in fact been
qﬁit@ clase ta the 0.7 allowance for additional adults used
in scale C. As far as children are concerned, the allowance
has gen@rally been less generous than the extra 0.0 used in
scale O (see Nolan, 1987, Table 2, p.20). This reflects the
relativaely low child additions in Unemplayment Benefit and
Unempl oyment fissistance/Bupplamaentary w@1$aré Al lowance
schengs, which provide an extra .20-.20 approximately. When
Child Benefit is also taken into account in calculating the
implicit equivalence scales, as Roche (1984) does, this rises
to .3-.4, though, bringing it closer to scale c.=,
Equival&ncé scales used elsewhaere also tend to be mnore

generous to children, with the FRoyal Commission on the

Distribution of Income and Wealth in the Uk, for example,
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using additions of 0.44 per child.” So scale 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 produced by different equivalence scales, Table 4

also reveals important common features. Compared with {their

.

proportions in  the overall sample ~ shown in  Table 1 -
certain household types e consistently over— or

under-represented among the poor, wusing the S0 per cent
poverty line. Large housshaolds with children consistently
form a higher proportion of the poor than of all hou&@huldﬁ;
no  matter which equivalence scale is used.” Two adult
.'huuﬁehmldﬁ with 2 children or less are consiﬁk@htly'
under-represented among the poor, by corntrast, as are larger
howseholds withoutb ﬁhildrmm. One-adul bt households fora a
raelatively high proportion of the poor wusing ﬁﬂalﬁ%‘ﬁ or O
but not 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  will

concentrate on eguivalence scale C Ffor this comparison,
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looking at the composition of thaose undgr Lhe three poverty

lirme in Table 5. This shows some interesting differences

betwesn the three poverty lines. s the poverty line

increases, the importance of ane- and two~adult houwseholds
among the poor rises and the p@PC@n?ag@ of households with
children generally falls. (This pattern is also evident Ffor
the other two squivalence scales.) Howaver, it remains the
cass even .at the 60 per cent poverty line that 1arge

houssholds with children are over-represented among the poor,

while those with 2 adults and two children or less  remain

.siéhi{icantly undaerrepresented. '

So this analysis illustrates that useful conclusions can
bé Feached even withoul agreement on a specific poverty line
or on a set of equivalence scales, Focusing on the degree of
poverty of the different household types, by concentrating on
the poorest - those under the 40 per cent ling - we see that
large families with children form & substantially higher
proportion of this group than they do of the population as a
whole., The categories 2 adulﬁﬁ with 4 or more children, 3 and
cmmpriga

4 addlis wi th children, and ‘others with children’

only 25 per cent of all housasholds in the sample bult account

for 42 per cent of the houssholds below the 40 per cent
paverty line. Two-adult families with only 2 children or less
(including none) by contrast, form 37 per cent of all

households but only 29 per cent of ‘very pdor' households

under the 40 per cent line.
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Table S Composition of Households in (he IRE0 HBE under
per, 50 per cent and & per cent Poverty lLines
(Equivalence Scale C)

EMSE_TEJJFT_E;J;EEQiEE—MF Relative Poverty Line
Houseshold Type 40% S04 B0
1 adult 17.9 21.4 23,1
2 adults 1Z2.8 14.9 17.2
2 adults and 1 child 2.8 2.7 SR
2 adults and 2 children @4 7.2 &.9
2 adults and 3% children b.b 7.1 7.3
2 adults and 4 or more ch. 12.5 12,9 11.7
I adults 5.7 5.8 Sal
% adults with children 10,73 10.0 Felo
4 acgdults 1.8 1.6 1.9
4 adults with children bH.0 bol S.éb
Dthers withouwt children 1.5 1.7 1.4
Others with children 11.7 8.6 7.8
Total 100 100 100

e st v T e e o i . T S 48458 4P . e e S0 60 AR S S B4 Y i Sl SO, S S M SR Y o T T SR RS T S e ) ST T i R i e e e gy s S S s

appears to be highest for large families with children, then,
this is ﬁd£ ta say that the problem is exclusively one of
child poverty or of poverty among such households. Table 5
aism shows that 40 per cent of the ‘very poor’ housesholds
have no children. Despite a relatively low risk of poverty,
gsince thﬁse‘houﬁahnldﬁ make up over half of all households,
the proportion poor still constitutes a substantial element in
poverty.

We now turn to the incidence of poverty among persons

rather than households in the 1980 HES.

3.2 Relative Foverty among Pérsmnﬁ in the 1980 HBSZ

in‘ addition to calculating the number of houssholds
below given equivalent income poverty lines, it is of obvious
interest to guantify the number of people aﬁd proportion of

the total population involved. This can be estimated from the




20

data provided by the CS0 which shows not only the number of
households of different types in  the :variﬂug disposable
income classes but also the average size of thé households in
each class.® (For some household types this is ubviauﬁly
already defined and fixed - one-adult houwssholds, for example
- but this is not the case for five of the twelve categories
uwased. )

Table & shows the estimated numbar of persons undeér each
of the three poverty lines for each of the three equivalence
sealos. These can be compared with the percentage of
hoﬁﬁehcldﬁ under each line, shown in T%ble I. For scale A the
parcantagé of persons is higher than that of housaholdé for
wach line, while for B the opposite is the case. For scale ©,
which for the reasons outlined above is probably the most
satisfactary of the three, there is little difference betwsaan

the persons and households figures, the former being slightly

Migher .«

Table &: ARelative Poverty among Perszonsz in the 1980 HBE

_......-.._...-.—-n-—--..—.............-..._-.---.....-..-.——....m....-.—.—-.-.....-.-.m-.........-.......--......---—_—.m—-—u...—._.—.._,.__.-—_m...—.u—-

% of persons Relative Poverty Line

Equivalence scale 40Q% SO% &Y
A : 11.14 20.2 31.6
B 2.5 17.5 27.8
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Al though the overall percentage o$ihuuﬁahmlda and of
persons in paverty may not be very different, .obviously the
distribution of poor persons over the various household Ltype
.cat@gories will be quite different to the underlying
distribution of poor households, due to differences in the
gize of the hauﬁehalds. Table 7 shows the distribution of
persons under the 40 per cent, J0 per cent and &0 percent
poverty lines among the different household types, using
equivalence scale C. Compared with the proportions for the
households under each line (Table ), a relatively low
proportion of the poor persons are in one or two adult
households, while a relatively high proportion are of c@urﬁe

in the largsr households, notably the "2 adults with four or

more children" category which contains about Z2 per cent of

Table 7: Distribution of Persons under Relative FPoverty
Lites in the 1R800 HBL by Household Type
(equivalence scale <)

.-...——_.-—-—_mn-____...m-—_._m-—.——-...--—mm_u_._——._mm.——-.-...—_m—-_m.-._..uu...-.-__.-—_-mu_.

Aol e RY RE BRI ORY R o

% oof poor Rerions Relative Powverty Lin& . _
Household type , 40% SO% &HOYL
adult 4.6 5.4 b. 2
adultas bHa b 7.8 7.2
adults and one child 2.2 2.1 1.8
adults and 2 childran 9.7 7.9 7.4
adults and 3 children 8.4 .4 g.8
adults amd 4 or more ch. ol P 22,8 20.9
adults 4.4 4.5 4.1
adults with children 13,7 14.0 14.1
adul ts 1.9 1.7 2.0
adults with children 10.0 10.5 10.0
Others withouwt childran 2.1 1 2.0
Others with children 13.0 11.6 12.4

_._.,..._.........__..................._._._.___.............._............_..._........,...,._._.........._...........-_..._.................._._..,._....._.-.._.........—_._........
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all poor persons. It is also notable that the spread of

the housshold types is not very different

pParsons avet

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

line is used.

4., Relative Powverty in the 1?73 HBX

Turning to the results of the application of similar

_rélativw poverty lines to the 1973'HBS‘§ample, the only other

such national sample currently available, rather than repeat

all the material presented for 1980} we will focus on the
changes between the two years and BOMme interesting

differences in the pattern revealed. Looking first at the
overall extent of relative poverty in 1973, Table B shows the
number  of hquawha}d% and of persons under each of the thres
poverty lines for each of the thrae aquivalanﬁe scales.”
Cbmparing the petrcentage of households below each line
with the corresponding figures for 1980, shown in Table W
see Lhat thers was a considerable fall between 1973 and 1980
for each poverty line/squivalence scale. This fall ranged
from 0.5 to 2.4 depending on the line wused. Looking alk
persons in puverty, though, comparison with the 1980 filgures
in Tgbl@ & reveals thalt the opposite is tﬁue: for all the
poverty lihaféquivalwnca gcales combinations amcépt 5ma,- the

percentage of persons below the line rose belween 1973 and

1980, genaerally by aboubt ©O.4~0.8.
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Table & Relative Poverty among Househoplds and Perzons In
the 1973 HBS

_.-—-m--—.........._..__........._..-_.-_._....__u._..-—-.__..-—_......--..._.-.-........-—._-. e e o S AL S (e R Tt T Y . b el e b

.....—.u.--.-—_.....-.-........—-_..—-..—.....-.----.—-—..--........-.....-......-.-—--.--——-.—_._.......q_......-_...m——.----—-uu_............-..—_....

% of households

Equivalence Scale AG% SO% &HO%
A 10. 4 19.2 30.3
B 11.0 19,2 29.2
c G.9 18.73 28.3

Persons

% of persons
A 10.2 - 1902 1.1
B .0 16.7 27.4
C 8.6 16.4 27.0

—.—-.__.-—-u..-_-._.-._-...—_...—.—-.-....—.—--—._-.m—.---.-—-....--........---_--—-—_—-—.—-.—.-.—-.—-...—..—.-—————-—-—.—.

Obviously this contrast muﬁt be the product of a
significant change in the size and composition of relatively
low incoms households between the two years. This is easily
confirmed by the §act that whereas the average number of
PErSONS par household in the sample as a whole fell from 4.01
in  the 1973 sample to .72 in the 1980 sample, the avmrage
size of ‘poor’ households either rose oF fall only marginally
(depending on the qumrty line used) hetwsen the two years.
The average size of the households under pach poverty line
ara@ shown in Table 9 far both years, and for hoth the 40 per
cent and %0 per cent poverty liﬁas the average size of poor
households rose no matter which equivalence scale is used.
For the &0 per cent poverty line there was a small fall in

average size for each of the eguivalence scales.
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Table 9 shows the expected relationship between average
household size for the three equivalence scal @ss when scale

A is used, 'poor’ households are on average bigger than when

srale O is used which in turn is bigger than scale B, for
wach poverty line and in both vears (since scale A assumes
larger households ‘nesed’ more incame than scale C, etoc.). It

je alspo interesting that in 1973 the. average size of coor
. P

households increases as the poverty line is raised +from 40

per cent to 50 per cent and then &0 per cent, which was not
the case for 1780, In 1980, as we have sesn, as the poverty

line was raised, the number of one— and two—adult househaolds
in poverty rose markedly while the percentage of the poor

made up by household with children fell, so average household

53

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

¥

cantrast, as Table 10 shows, the proportion of one-adult
houseshiolds  among the ﬁoar falls as the poverty line rises,
while that of 2 adults with 4 or mare children’, '3 adults
with children’, and ‘4 adults with children’ incroases,
bringing about the rise in average household size.*®

This differenht pattetn reflects Home important
_variatianﬁ between the two years in the actual make-up of the

poor ab each poverty line. Comparing first the ‘most poor’,

under the 40 per cent poverty line, Table 10 shows that in
1973 one~- and two—adult only households formed 446.4 per cent
of all poor houwseholds (using equivalence scale C), while all

Households without children formed 57.7 per cent. In 1980,

the corresponding figures (from Table ) were I0.7 per cant
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Table 9@ Average Size of Households wwder Each Relative
Poverty Line, 1?73 and IP80 HBS
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IR73

Equivalence Scale . 407 SQ% &O%
A 3.94 4,01 4.12
B _ .27 .50 .76
C .47 3.40 .83

IR80
A 4,26 4.26 4.08
B 3. 468 .98 5. b4
C t W B‘J -E:- 8‘:’ -_la74'
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and 39.7 per cent. This denotes a remarkable reduction in the
importance of households without children, offset 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 remains valid, though less prpnouncad, at
the S0 per cent poverty line. At the &0 per cent poverty
line, though, the difference between the Lwo years in the
composition of ‘the poor’ is much less, with those without
chiidren falling only from 53 per cent to 49 per cent of all
poor households. The proportion of Z-adult households with
twa rok three cﬁildr@n has risen by 19B0 and that of Z-adult
households with no children and mmﬁtrm§ the larger household
types, whether with or without children, has fallsn, but the
changes are not ﬁramatic. Thosae below the &0 per cent poverty

line thus show the same general trend as those in the gample
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as a whole, shown in Table' 1. (The %all‘@n the ﬁFmpartimn of
larger households is not quite as prwnoun¢@d, though, which
auplains  why average household size among ‘the pabr' @ven
using this line does not fall as rapidly as that in the
overall sample.)

Underlying these differences between th@ two vyears, and
the varying palttern depending on which poverty line is used,
are soms very important changes in relative incomes. fAs noted
in studies such as Roche (1984), the improvement in  the
position of those relying on social welfare pensions
yis—~a—-wis othar groups was substantial. Batween- the Ltwo
years, he estimates, the old age cantributory'pansion for a
married couple rose by 247 per cent, while average take—hdm@
Tablm 10:  Composition of Households in the i?73 HBE under 20U

er cent S0 per cent and &0 er cent Poverty
y £
Lines (Equivalence Hcale ()

_--_-.._..—.....u...-———...-.—.—.——u.—-——-_—-.-...—.u.u..-.-—._-.-_-—uu.-—_._.m.—.-w-—_-.-.-.._u_._-—.__-.-.-...-..—---.-..._

% oof Cpoor’ households Relative Poverty Line

.._.._..-..-..__._...........,_«-......-.-...._.-.-........-...-.--....-.—_.._-....-..n...—--.-—.—.-—..—m.—._--—_._m.—-a......---_._.-..—--.-..-.-——.-...-—.—.

Houseshold Type A40% . SO% GO

1 adult 2F.0 27.6 2248
2 adulis 17.4 ig. 1 16.8
2 adults and 1 child Tz 2.7 I 0
2 adults and 2 children 2.6 2.5 FL2
2 adults and 3 children x.8 .5 F.8
2 adults and 4 or more ch. A 11.1 12.0
3 adullbs 7.6 7.2 &.8
I adults with children 7.0 7.9 8.7
4 adults ' 2.0 2.0 2.8
4 adults with children 5.6 9.8 7.1
Cthers withouwt childrean 1.7 1.9 2.1
Others with children 10.7 9.8 2.1

.—....-...—__.-..........-_.__...._.-—...__._...._,___.mua_.u--—_-._—-_..-__.._-——_......——-—....-—-—_.-_._.-—--..--.-__
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pay in manufacturing ‘(male) rose Dy 2086 per cant. tt For
ashort—-ternm social welfare paymants, basic rates oG
apprmﬁimataly in lime with take—home pay but tH@'intdeuctimﬁ
of Fay-Related Benefit in 1974 would have inoreased some
receipts by more. Children’s ﬁllawaﬁc@ﬁ, howaver, only rose
by 125 per cent. All this produced a significant shift among
the ‘vaery poor’ away from pensioners and towards families
with children, with those headed by an emplaoyed male assuming
increasing importance.

While the data analysed here doss 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 households with children among the 'wvery poor ',
“and thmra%mfa af ‘child poverty’, betwesn the two years. Gf
all houssholds under the 40 per cent poverty ling in 1980
(QQing aqui?alenca scale C), &0 per cent contained children,
and thése households contained 80 per cent of all ‘very pooe’
persons.  The corresponding figures for 1970 were only 42 per
cent and 70 per cent respectively. The fact that the &HO per
cent poverty line shows a much less stark contrast must
indicate that while the pasition of, for examnpie, social
_wal{arm.penﬂionmrs has improved, most are still in the bottom
third of tﬁe distribution. The usa of relative poverty lines
alone has thus erabled us to pinpoint some ;ritical features

of thé composition of the poor and of the changes betwesan

1973 and 1980,
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5. Conclusions

Applying three different relative poverty lines combined

with thres different sets of aquivalence scalwes, leading to

nine differsnt poverty lines, the analysis bas revealaed that

some valuable conclusions may none the less be reached which.

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

HES data for that year showed, for example, that certain

household types wetre consistently under- or over—-raepresented

among ‘the poor’, no matter which line was used. Those which

formed a higher proportion of the households in poverty than

af all households in the sample were the Z-adult Mousehol ds

-

with only 2 or fewer children and the larger households —- &,
4 or more adults — without children. Those consistently
forming a higher proportion of the poor, on the other band,
were the larger households witﬁ children ~- 2 adults with 4 or

more children arnd 3 or 4 adults with childean. For the other

household types, the assessment varied depending on tihve
poverty line/sguivalence scale used.
In terms of the 1973-1980 comparison, some unambiguous

conclusions can also be reached. The number of households

under each poverty line fell between the two years. Howaver,
since the average size of poor households did nat_ show the
same substantial fall as that in the population as a whole,
this was not reflected in a similar reduction in the nunber
of persons in poverty. For all but one of the nine povarty
linefequivalaﬁce scalea cmmbinationé, indeed, the nﬁmh@r of

persons in poverty actually rose betwaen the two years. This
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reflects the increasing importance af households with

-

children among the poor.

The results are also revealing in pointing to the areas

whare unambiguous conclusions carnot be reached, where the

pfeciﬁa location of the poverty line or the eguivalence scale
used leads to different results. By uwsing a range of
lines/scales, the sensitivity of both the extent and the
,cbmpoﬁition of ‘the poor’ to these fvafiations can be
asgaﬁéad. As Far as the three relative poverty lines are
concernad, at 46 per cent, 350 per-cent and &0 per cent of
average diﬁpmﬁable.incwma, the sxtent D#-meaﬁured_ppverty in
1980 vaEiEQ from about 9 per cent up to about 28 per cent,
depending on which scale is used. .Theé@ poverty lines and
estimates encompass most of those which have been produced by
studies of poverty in Ireland, and the results highlight the
great ﬁenﬁitivity 0f the extent of measured poverty to the
gxact location of the poverty line chosen within this
fﬁlatively narrow range. To illustrate.just how narrow  this
is, +or a Il-adult household each of the three relative

poverty lines is separated by only about £4-0 {in 1980 terms)
a weah.

The sensitivity of the measured Emt@m£'04 poverty to the
sauivalence ﬁﬁgle used is not substantial, with a variatimn
of at most about 10 per cent from lowest to highest in the
number of househalds in poverty at sach of the three relative
poverty limes. The scale used does have a gsignificant effect

on the compositiﬁn of the poor, though, with, for examplé,
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the proportion of 1—aduit househol ds varying ¥roﬁ 16 per cent
to 28 per cent of those under the S0 per cent povar#y‘line in
1980, depending on which scale i used. Even so, if we hold
the relative poverty line ¥ixed} . mome useful general
conclusions about the composition of the poor at each level
can be drawn: Concentrating on the ‘very poor’, for example,
those undaer the 40 per cent poverty line, houaehmldﬁ with
children account for & considerably higher proportion of poor
households than of the total 1#80 sampie, no  matbter which
equivalence scale is used. This is particularly true of
1arger hqugehmldﬁ with children (taken to be 2 adult% andA 3
or more children, 3 aﬁd 4 adults with children and ‘others
with children’), which account for between 46 per caent and 57
’par cent of households below that line depending on the scale
used, bubt for only 22 per cent of all households.

Allowing the relative poverty line to vary while holding
the equivalence scale fixed, interesting differences in the
composi tion of the poor depending on the line chosen can also
be seen. Focusing on eguivalence scale O, probably the most
generally acceptable of fh@ three, as the 1980 relative
poverty line is raised, ons- and two-adult households without
children become progressively m@r@ important, while larger
familieos with'éhildr@n form a decreasing prbpoftimn of  the
poor.

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

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

possible sven

-

of ‘“the poor’ in a given year are sometimes

when a range of both poverty lines and sgquivalence scales is

allowad. It has also illustrated, however, that the extent of

measured poverty is extremely sensitive, at least in the

Irish case but probably also more generally, to the precise

poverty line specified. This iz in itself an argument 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 Accounts 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, C80 (1980), Table 11) but this does not
allow households to be distinguished by size, =50
equivalent incomes cannot be estimated.

Children here, as in the HES, are defined as under 14
vaears 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 differaent
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
nominal rather than eguivalent income level was then

estimated.

Currently, the implicit equivalence scales in the URB
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 00300054
for UE and 0.32-0.39 for UA/SWA.

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, because 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 C80
showing the distribution of housesholds by twenty
disposable income categories, for each of the twelve
Mowsehold types.
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While Tahle 10 illustrates this oMy for equivalence
C, it _is also true for the other two sets of

scales.

Gee Roche, Table 3.2, p.39. The sarnings figure is
avarage gross weekly sarnings for a male in manufacturing
industry less income tax which would be paid by a married
man, and less FRSI1. ' :
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Appendix: Bias in the Calculation of Average Equivalent
Income Frow Aggregate Data.

-

Section 2 of the paper highlighted the fact that the
ﬁalculation ot aver#gm equivalent ﬁispmsabla income in the
sample purely on  the basis of aggregate data on total
disposable income and the total number of gquivalent wunits in
the sample 'may result in a significant bias. 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
meerty. This appendix shows how this bias operates.

Calculated frbm aggregaté data, average equivalent
incomeg is

5V,
N o+ PJF(M-'N"C) + C‘F(C) (17

whers BY, is total income in the sample,
N is the total number of households/household heads,

M is the total number of persons,
C is the total number of childran,
Ar is the 'equivalent factor’ for additional adults
in the household, i.e., adults who are not household
heads,

and CF is the ‘eguivalent factor’ for children.

So the average equivalent income calculated in this way is
total income divided by the total number of equivalent units

in the sample, or

AN
TF, ()
where Fy = the egquivalent factor for household 1.

The carrect average esquivalent household income in  the

sample, calculated from micro-data on individual households,
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is ' v

-j.'.. \.f-é_‘ n a. » M B

N 5'Fs - {3
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. Buppose there are only
two houssholds, one consisting of one adult and the other of
two  adults, each housshold having an income of Ein. Total
income in the °sample’ is £200, the first Housshold has an
‘aquivalent factor’ of 1 and the second has a factor of, say,
1.7. . Averags equivaleﬁt income calculated purely from
aggr@gat@-data as |

ZY, ie 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 aﬁtual sample, the eguivalent
incama of the larger housshold is lower than the overall
average. This leads to the result that the bias in the
aggr=gate calculation is in a downward-dir@ction. Where the
opposite is true, on the other hand, if, for example, the
income of DQF one-adult househald was £350 and of the 2-adult
household was £150, then average squivalent income calculated
with aggregate da£a‘would be unchanged but the true average

would be
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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 diracfiong
happen to cancel each other out.

Whetrs {Full  howsehold miﬁrn—data is not available,
average disposable income may be calculated as a weighted
average of those Ffor & number of different household
size/composition categories, which is what was possible in
the present paper. Clearly, where not all the household
Gize/composition types are covered as a separate. category,
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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