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1. Introduction

This second working paper of the project on income
distribution, poverty and usagefo€ state aervices focuses an tHe
various concepts of poverty and derived poverty lines which have
been developed and applied in the literature, The first working
paper surveyed previous studies which examined the extent and
nature of poverty in Ireiand. It was clear from that survey that
a quite limited conceptual approach was common to almost all these
studies, in thet they used poverty lines based on official social
security payment retes. The objective of the present paper is to
describe and, to some extent, to assess various other conceptual
approaches to the measurement of poverty and the derivation of s
poverty line. A number of these approaches will be applied to the
data currently being gathered on a large sample of Irish
hauseholds. |

In actuai implémentation, many issues arise with respect to

the most appropriate recipient unit, the measurement of income or

resources, the time-period cbvehéd, how to relate
families/households of different size and composition, and so on.
Here we shall not be deaeling with these questions, concentrating

at a more general level on the way in which different concepts
lead to different methods of identifying the poor. Nor will © the
paper deal with the further range of problemé which arise when
attempting to go beyond merely ‘counting the poor’ to measuring
the intensity of poverty, and the various summary measures of
poverty taking this into account which have proliferated in the
recent literature, These qugstions will be addressed in further
work) but the specific topic we focus on is more than sufficient

to warrant separate gonsideration.




The paper begins with & general discussion of the nature of
the problem and the approaches which have been daﬁeloped and used
to identify the poor in developed countries. The following
sections deal in more detail with a number of the mare recently
developed approaches, attempting. throughout to elucidate the
relationship between them in terms of wunderlying concgepts of
poverty and methodology cflactual application. Finélly, the
possibilities opened up by the information being gathered in the
survey for the application of the various appraaches to Irish data
are outlined.

2. The Concept of Poverty and the Derivation of Poverty lLines:
An Quervieu

The primary objective of many poverty studies 1is simply

stated: to say how many people in the country in question oare
considered to be currently ‘poor’ rather than ‘non-poor’. In
doing so, the most common approach is to identify or specify a

‘poverty line’ in terms of income, and measure the numbers in the

. population falling below that line, A considerable number of

different methods of deriving such an income povefty line have
been used, the distinctions between them in some cases goiﬁg back
to the underlying concept of poverty being employed and in other
cases reflecting different methods of implementation of broadly

similar. concepts. Increasing the range of possibilities, some

studies have relied on indicators other than income to distinguish

the poor directly, _notably absence of ‘necessities’ and other
indicetors of ‘style of living’ (rather then using these to derive
an income poverty line).

The various approaches employed may be categorised on the
basis o©of @ number of different characteristics - the extent to

which they involve a ‘relative’ rather than an fabsolute’ concept




of poverty, Qhether the poverty line is derived ‘objectively’ or
on the bagis of opinions asbout adequacy or what constitutes
‘necessities’, and the extent to which evidence on life-styles as
well as income is utilised. Without attempting a rigid
classification of the various epproaches encompassing all of these
elements, we may usefully distinguish between saome general lines

of development. These mey be summarily outlined as follows:

(i) The absolute appreach focuses, initially et least,  on
access to the minimum levels of food, shelter, etc.,
deemed necessary to continue functioning properly.

{ii) ARelated to this is the food-ratio approach, which may take
a number of forms. Minimum food requirements may be
converted to an overall income poverty line using a ratio
for Yood/total expenditure, or a poverty ‘line may be
directly specified in terms of a critical ratio.

{iid) ‘Qfficial’ poverty lines may be derived from sogial
security payment rates, taken as representing some form of
social consensus. '

(iv) Purely relative poverty linee may be specified, 1in terms
of a particular percentile in the income distribution or a
proportion of mean income, for example.

(v) Purely subjective assessments of individuals as to whether
they consider fhemselves to be poor may be eramined.

(vi) Subjective evaluations in the population as to the minimum
level of income required may be used as the basis for the
poverty line. This is the approsch developed by the teyden
project and also used by the CS5B (Antwerp) research group.

(vii) = Style of livirng may be used as the key indicator of
relative deprivetion. This epproach has been pioneered by
Townsend, who derives an income poverty line from such
style of living indicators. An alternative is to use

these indicators directly to identify the poor, as done by
Mack and Lansiey (1985) and by the Luxembourg research
group wusing & methodology derived from a model developed

by Rasch, In doing so, opinions in the population as to
what commodities/activities constitute necessities may be
used. .

In the following sections these various approaches wiil be
discussed in turn. Section 3 deals with numbers (1) to (v): while
covering a wide range, these may be relatiueiy familiar and their
advantages and shortcomings well known. Section 4 discusges the

approaches based on assessing poverty/relative deprivation through




style of living, describing in some detail the methods which have
been used. Section 5 considers the opinion-based income poverty
line approaches. Finally, in Bection &, the scope which the data

being gathered in the EBRI survey will offer for implementing the

various approaches is outlined.

3. A Range of Concepts and Approaches

3.1: ‘Absclute’ Pouveriy

As 1s customary, we may begin with ‘absolute’ concepts of
poverty. Here the concern 1s with the maintenance of physiceal
health and efficiency, and individuals are deemed to be in poverty
if their income is insufficient to cover the minimum necessities
required to maintain such a state. This very narrow conception is
what Hownfree, in his early influential research on families in
York around the turn of the century, termed ‘primery poverty’. In
erder to guantify the minimum income required, the minimum level
of food, clothing and shelter needed by femilies of different
sizes had to be decided on and costed, with food intake determined
on the basis of nutritional research. Apart from the problems
which arise in determining required food intake and how 1t is tao
be obtained at minimum cost, the allowance for expenditure on
clothing and shelter had to be based on the researcher’s judgement
or what the poor actually were spending. This in effect
introduces an element of relativity into the approach, since
clothing end shelter ‘needs’ will be to some extent determined by

the prevailing standards in the paerticular community.

While based on required expenditures, ARowntree’s primary
poverty line was implemented as an income line. Me alsc

considered what he termed ‘secondary’ poverty, consisting of




families whose earnings would be sufficient for the maintenance of
merely physical efficiency except that some of it is absorbed by
other expenditure, either useful or wasteful. This clearly
introduces a further elemeﬁt aof relativity, since the p;eualence
of such expenditures on ‘non-necessities’ would vary over time and
across communities., Families in thig situation were identified by
Rowntree’s survey on the basié of their ‘obvious want and squalor’
rather than on an income poverty line, though the extent to whicgh
Rowntree actually conceived of such poverty as relative and in

terms of style of living rather then income has been the subject

of recent dispute.?

3.2: The Food-Ratio Approach

An adaptaficn of the Rowntree approach has been implemented
by the US authorities in measuring poverty. This involves a basic
standard of nutritional adequacy, from which a diet is derived and
costed, This is then converted into an overall income ' line by
applying the {inverse of the) average ratio of food expenditure to
total expenditure in the.population_For different family types.
While the nutritional element is based on an ‘absolute’ conception
of edequacy, the actual diet is influenced by the types of food
actually available and observed expenditure patterns/preferences.
In addition, the allowance for non-food expenditure 1s clearly
introduced in a way which reflects patterns in the pafticular
community. A related approach is to base the required expenditure
on food on the actuasl amounts spent by lower income groups, on the
assumptipn that other expenditures will be cuf back first. This
is based on the observation that food/total expenditure ratios are

relatively high for Llower income groups - where about 30% of

{. Bee Veit-Wilson (1986a), Townsend (1986}, Veit-Wilson (1986b}.




total expenditure in the population as & whole might go on food,

lower income groups generally spend considerably mare. Taking
Bctual expenditure on food by, for example, the bottom 20% of the

income distribution, and calculating the income which could be
needed to ellow this expenditure on food but at the average ratio
to total expenditure‘in the population as a whole yields an income
poverty line. An alternative is to use the food/total expenditure
(or food plus clothing plus housing) ratio directly as an
indication of poverty, defining & cut-aff in terms of that ratio.=

.While these approaches may serve as indicators of poverty,
they are quite unsatisfactory in terms of producing a poverty line
or poor/non-poor distinction. Going from nutritional needs -
which themselves are basad on broad averages - to & minimum food
éxpenditure is fraught with difficulties. Siﬁce customary eating
and spending patterns are teaken into account, as is resesonable,
even the aofficial US approach comes close to defining food needs
in terms of actual expenditure of the poor on food, the explicit
asgumption of the second approach. Thigs c¢ircularity in the
definition of poverty is noted by Townsend as the weakest feature
of the approach.= Simiiarly, the ratio of food to other
expenditures wused to darive the poverty line reflects oanly the
average pattern in the population and has no other justification
iﬁ terms af need. The uneasy mix of absolute and relative
conceptions of poverty implicit in the measures deprives them of a

consistent rationale.

2. See Love and Oja (1977) for a discussion of this approach as
applied in Canada. : :
3. GSee Townsend, 1979, pp. 35-38.




3.3: ‘'Official’ Poverty Lines

Given the narrow and unsatisfactory nature of the poverty
measures produced by the ‘absclute’ tradition, and the absence of
an alternative commanding general agreement, a common approach in
both official and academic analysis has been to derive a poverty
line from sociasl securify payments rates. The underlying
assumption is that 4these rates repregsent in some genses an
pfficial view, reflscting & social consensus to & greater of
lesser extent, on the minimum acceptable level of income Ffor
different types of family at a particulér date .=

The poverty line impligit in soccial security schemeg will

often not be readily and unambiguously defined in practice.®

Leaving aside these problems, the application of such an
‘official’ line does conceptually have a clear and useful
function, of identifying those who are falling below the income

implicitly regarded by the state as the minimum or subsistence

level. This is extremely important from the point of view of the
~design and improvement of the coverage of the social-
security system revealing e great deal about the coverage of the
system and the extent of non-take up of benefits.® Asg a basis

for the measurement of poverty, however, it hes many shortcomings.

4. In the UK this approach was used by Abel-Smith and Townsend

(1968} in their opioneering work, and has been used 1in many
academic and official studies since them.

5, Frequently, individuals’ entitlements will vary with their
situation in & manner not obviously related to needs, and with
‘safety~net”’ schemes there are often ‘discretionary”’ payments
made in addition to basic rates. In these circumstances it may
not . he passible to identify a particular level of 1income being
provided by the state to a family of o given size, and a
consistent relationship between different family types.

6. It should be noted that this sdventsge is lost if,as 1is
common in application, figures of 120% and 140% of the basic rates
payable,rather than those rates themselves, are taken -as the

‘official’ poverty line.




The basic rates payable at the lower end of social security
structures, for ‘safety-net; schemes, often at some stage bore

some relation to the costs of what were thought to be subsistence

standards of diet, clothing, etc.”? Over time, however, rates of
payment are revisad, with both the increase in prices and that in
earnings/incomes being importaent influences. Both initially and

in adjustments over time, the state of the public finances is also
a major factor in the setting of rates of support. The actual
rates paid at any particular date are therefore the product of a
camplex evoiution_over time, and may be gquite distant from the
views af the population on what constitutes aH ‘adequate”’ level of
income.

The use of official support rates inéorporates relativity
into the concept of poverty being employed, but in a manner which
défies a consistent interpretation. It is open to obvious
problems when used to measure éhanges in the level of poverty over
time, or to compare the extent of poverty in different countries.
Raising the level of state support provided tends to result in an
increase rather thanm a reduction in ﬁeasured'poverty.. Over time,
changes in the rates and thus in the poverty line being applied
may dominate the rQSQIts, while across countries differences in
the poverty lines, due perhaps to historicel factors, will be
confused with differéncgs in underlying conditions.

Sen (1982) ‘points to a fundamental flaw in the general
tradition of the "“policy definition" of poverty, i.e., the poverty
cut-off being identified as that level which society feels
responsibility for providing'to all persons. Not oﬁly is that

level determined by a variety of political and economic influences

7. The National Assistance rates at the time of introduction in
the UK, for exemple, were influenced by Rowntree’s work as
reflected in the Beveridge Report.




and considerations "going well beyond reflecting the cut-off point

of identified poverty",'but it reflects what is feasible. But the

fact that the elimination of some specific deprivation - even of
starvation - might be seen, given particular circumstances, as
infeasible does not c¢change the fact of that deprivation,

"Inescapable poverty is still poverty" (Sen, 1982, p.188).

3.4: Relative Poverty

It 1is c;eaf from the discussion so far that even those
approaches to the measurement of poverty based on the absolute
tradition or the level of state support have a relative element,
they are not invariant éver time and place. The ‘relativist’ view
of poverty, axplicitly seeging poverty in terﬁs of the stendards of
1iving of the society being examined, has gained increasing
support over the past twenty-five years or so, and now appears to
represent 8 consensus among researchers.®

Considerable care must be taken in interpreting the
‘relativity’ involved,  however. GSome have gone so fer as to see
poverty purely in terms of relative position vis-a-vis others 1in
the income distribution, so that it becomes indistinguishable from
inequality.. The poverty line may then be that income beloﬁ which
20% of the.population fall, for example - in which case the number
in poverty can neither rise nor fall no matter what, and the focus
isl purely on comparing the bottom 20% with the rest .of .the
papulation.® Alternative formulations of a purely relative
poverty line can avoid this feature, for example specifying a

level x% below the median income, in which case the number in

8. See Sen (1982} for an exploration of the relative Versus
absolute conceptions which throws considerable light on the
issues while expressing a view which diverges somewhat from the

apparent consensus,
9, See Miller and Roby (1971]).
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poverty can change over time. 9 Hpwever, not only is the cut-off
chosen in an arbitrary manner, but a general decline in the level

of incomes will not be reflected in an increaserin poverty, even
1f it is quite sudden and subsfantial. |

Such a purely relative concept of poverty, though it has its
adherents, is not what underlies most of the recent literature on
the relative.nature of poverty. While emphasising the way in which
‘needs’ as commonly perceived are influenced by the general
standard of living in the society, this literature would not
equate poverty with inequality. The nature Df the relativism
involved will be discussed in more detail in sections 4 ahd 5, in

the context of the various approaches to which this literature has

given rise.

3.5: Purely Subjective Poverty

Individuals’ views eond feelings ebout their own situation are
increasiﬁgly being taken into account in the analysis of  paoverty.
It would of cﬁurse be possible to base poverty measurement  purely
on subjective feelings of individuals about whether they
themselves are ‘poor’ or have an income inadequate to cover what
they regard as ‘necessities’. As Townsend points out, the term
‘relative deprivation’ itself was first developed and applied as

meaning such feelings of deprivetion relative to others rather

than conditions of deprivation. Such an approach to poverty
measurement, which might be termed ‘subjectivist”, has c¢lear
limitations. While feelings of deprivation are undoubtedly an

impertant phenomenon in themselves, cencentrating purely on how

people see their situation obscures some essential elements of

10. Such a poverty line was utilised in an OECD cross-country
study (DECD 1976) and in an ILLO study (Beckerman 1979} for
example.
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what is generally conceived, however imprecisely, as poverty.

Clearly individuals may feel deprived relative to their reference

group while attaining & standard of living above the average,

while some of those near the bottom of the distribution may have
very modest expectations, It is essentiél to separate feelings
from eactual living conditions, while supplementing study of the
latter with information on thé feelings and etfitudes of those at
different income levels.

Before going on, it may be wuseful to clarify some
terminological or definitional points. Approaches taking into
account views in the population on what constitutes an adequate
income {(as in the Leyden and CS8/Antwerp methods) or what are
;necessities' (as in Mack and Lansley’s work) are sometimes called
‘subjective’. It is important to distinguish these from the purely
‘subjectivist’ analysis based on feelings of deprivation: the
approaches considered. below aggregata individual opinions 1into
some social standard which is then applied to all individuals,
rather tﬁan relying merely on individuals’ assessments of their
own position. The relationship betweén such individual assessmants
and the poor {non-poor) as identified by these approaches will be
considered in assessing each in turn, in Sections 4 and 5.

Subjective or opinion-based methods are sometimes contrasteq
with ‘objective’ approaches to measﬁring poverty, and it is also
important ta clarify what subjective meens in this context. It‘
means that the research is using data on respondent’s subjective
opinions: it does not mean that the researcher’s own sub jective
opinions’ are necessarily involved. This 1s parallel to Ben's
remarks on the nature qf-a prescriptive exercise as against an
exercise that takes note of prescriptions made by others:

"There is a difference between saying the exercise
is itself a prescriptive ome and saying that the
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axercise must take note of the prescriptions made

by members of the community... For the person
studying and measuring poverty, the conventions of
society are matters of Ffact (what are the
contemporary standards?), -and not issues of

morality or of subjective search (what should be
the contemporary standards? what should be my
values? haow do I feel about all this?)." {(Sen,
1982, p.17)
We now turn to the more detailed _discussion of some
approaches to poverty measurement develaoped in the recent
literature, focusing in the next section on those based on

indicators of style of living, flowing largely from the work of

Townsend.

4. Measuring Poverty through Style of Living

4.1: Tounsend and Measuring Poverty

Townsend’s work in the UK has begn a major impetus towards
the definition and implementation of a concept of poverty framed
explicitly in relative terms. His widely-gquoted dgfinition ig that

Individuals, families and groups in the
population can be said to be in poverty when they
lack the rescurces to obtain the type of diet,
participate in the aectivities and have the living
conditions and amenities which are customary, or at
least widely encouraged or approved, in the
societies to which they belong. Their resources
are so seriously below those commanded by the
average individual or family that they are, in
effect, excluded from ordinary living patterns,
customs and activities. (1979, p. 31).

In putting forward what he calls a new approach, Townsend
recognises‘ {in & footnote) that the general line of thought had
often been put forward in the past, notably by Adam Smith (in an
equally widely quoted passage): |

By necessaries I understand not only the
commodities which are indispensably necessary for

the support of life, but what ever the custom of
the country renders it indecent for creditable
people, even of the lowest order to be without.

(Quoted in Townsend, 1979, p. 32, ft. 4).
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Examples _of such ‘nécesseries' put forward by Smith are linen
shirts and leather shoes. Townsend strongly argues, howéver, that
his work is the first to spell out the implications of such an
approach systematically and apply it. The general approach has
bgen widely accepted*', and underlies much of the recent research
on poverty.

In 4implementation, the key innovation is his focus on style
of living and on resources rather than the narrower income
measure, He pbesents this approach as an ‘objective’ definition
of poverty in terms of relative deprivation, while not avoiding
the need for velue judgement. People’s style of living, in terms
of activities as well as possessions, is examined, and those.who
are unable to participate in the ‘national style of living’ due to
lack of resources identified. Judgement is required, he
acknowledges, for example in taking decisions about the precise
- way in which style of liviﬁgfis to be messured, but values have
been "pushed one or two stages further back” and measurement made
more dependent on externally instead of subjectively assessed
criteria (p. 60). |

In actually measuring ‘style of living’, however, judgement
and a priori beliefs play a major part. A list of 60 indicators
was built up as representative of "the major areas of peréonai,

household and social life" and included in the survey on which his

results were based. In actual implementation, however, a set of
only 12 of these was used and the basis on which these, or indeed
the original 60, were selected is not clear. Correlation between

each indicator and personal disposable income was measured, but

was not used as a consistent c¢riterion for selection, nor was

11. The EEC im framing anti-poverty programmes has adopted such an
approach, for example.
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actual frequency in the population - three of the twalve

indicators of deprivation actually apply to the majority of the

sample.

Counting one for each ﬁf the twelve indicators, a score af
five or six or more on the summary déprivation index is Thighly
suggestive of deprivation, though no basis for this particular
cut-off is provided. The deprivation score is not itself used to
directly identify the poor, but is rather the basis for deriving
an income poverty line. Townsend hypothesises that "as resources
for any individuel or famiiy are diminished, there is a point at

which there occurs a sudden withdrawal from participation in the’

customs and activities sanctioned by the culture. The point at
which withdrawal ‘escalates’ disproportionately to falling
resources could be defined as the poverty line"™ (1979, p.57}). In
reporting his results, the evidence from the survay is
acknowledged to be inconclusive but “suggests that such a

threshold may exist” (p.255).

Criticism of Townsend’s methodology falls under two main
heads, the first relating to the income threshold/poverty line
derived. Both Piachaud (1982) and Mansfield (1986) examine the

actual procedure whereby Townsend related deprivation scores with

income and identifies a ‘threshold "below which people are
disproportionately deprived"”, which is then used as the paverty
line. This involved plotting the mode of the deprivation score-

for different income groups against the log of income (with income
expressed as a percentage of Supplementary 8Benefit entitlement‘ to
control for differences in household size and composition). Both
the wuse of modal valges and of a logarithmic income score are
questionable. The identification of a threshold even on this

basis is not unambiguous, and no statistical tests are applied.
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The existence of a tﬁreshold is not a detail, put is central
.to Taownsend’s approach. If there is no threshold the style of
living approach does not enable an ‘objective"income poverty line
to be produced, to be set against ‘official’ or ‘subsistence’
income poverty lines, Piachaud asserts that such a threshold is
intrinsically implausible, and that reality is more accurately
described as & continuum Frém great wealth to chronic paverty,
with a wide diveréity of patterﬁs aof living. Townsend, on the
other hand, believes that differences in the level of resources
are very important in explaining what may be generally attributed
to diversity in tastes. Evan if he is correct in this, though,
Townsend has failed to convince at either conceptual or empirical

level on the existence of a discrete break or threshold in the

income/deprivation relationship.

The second major area of criticism relates to the way the

indicators of deprivation are chosen, and, at a more general
level, to the identification of deprivation through sucﬁ style of
living indicatars.' The 12 indicatdrs used in the ‘illustrative
index are chosen in a fairly ad hoc manner. +he actual items
chosen have been subjected to considerable e¢riticism: Piachaud
(1982) for example agserts that "there is no ...a priori reason

why many of the components of the deprivation index should bear
any relationship to poverty” (p.420). On the more general issue,
in his view 'the problem of disentangling the effecﬁs of
differences in tastes from those of differences in income are
intractable and a largé part of the variation in deprivation
scores ﬁs merely due to diversity in styles of living wholly
unrelated to poverty. Townsend’s deprivation index is therefore
of no practicel value as an indicator of deprivetion, he asserts.

Piachaud appears to believe that these strictures apply to,' and
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undermine the wusefulness of, any attempt to measure poverty

through styles of living.

4.2: Mack and Lansley’'s Approach
Mack,£ and Lansley’s (1985) ‘Poor Britain’ study can be

regarded as a development of Townsend’s approach basecd on
life-style indicators. It must be noted,' howéver, that it
departs from Townsend’s cdscepts\and methdds in several
significant ways. At @ conceptual level the main difference
igs that Townsend’s definition of poverty leans more towards
the idea of exglusion from the normal life-style, while Mack

and Lansley’s definition is in terms of "an enforced lack of

socially defined necessities™, which deprive a perscn of a
minimal socially acceptable standerd of living. They argue

for & definition based on social perceptions of necessities
becauge "these ﬁerceptions determine the dimportance and
significance that can be attacned to the various aspects of
our living standards.”. wWhile recognising the adﬁantage of
an income.based approach in taking account of the ability to
afford the socially defined minimal standard of living, they

favour the more direct approabh of asking people 1if they

"would 1like, but can’t afford"” these items. (If a person
would like, but can’t afford an item, this is termed a
"lack"; if a person does not have an item but says he/she
does not want it, this is seid to be “going without™ an
item.) This direct method of controlling for tastes 1is,
however, suppiemented (or in some circumstances supplanted)
by 4income information: in refinements to their poverty

measure described leter, income is used to decide whefher the
lack of an item is an enforced lack {the adjustment for high

income) or the apparent choice to do without a necessity 1is
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in fact an enforced lack (the adjustment  for low

expectations).

There are rather greater differences between Townsend’s

and Mack-Lansley’s operational definitions of the poverty

line, relating to the methods of selecting items, the
definitions of the indices of deprivation/poverty, and the
identification of the population in poverty. The selection

of the items which are used in Mack and Lansley’s poverty

scale has two elements:

(i) For an item to be regarded as @ socially
defined necessity, there must be a majority
vote within the sample that the item is

- "a necessity i.e., something which every
household should have, and no-one should have
to do without™. There are 26 such items in
the ‘Poor Britain’ study.

(ii) The «correlations between the lack of an item

and income are calculated, and only those
items with a significant negative coefficient

are retained. This leaves 22 items in the
basic scale. :

Townsend’s rejection of the use of public opinion to
select items for inclusion is consistent with his attempt .to
represent customery behsaviour; while Mack end Lansley’s use
of public opinion is consistent with their attempt to
identify socially defined necessities,. While Townsend’s
approach is based on more objective data, his method may be
less objective, since it may leave more scope for the
researcher’s judgement in the selection of items. There 1is
some scope for this even in the Mack-Lansley approach,
because the iteﬁs about which respondents’ opinions are
solicited must be generated by the researcher,.

If there is not a  widespread consensus oOnN what
constitutes a necessity, it msay not be meaningfﬁi to speak of
a socially acceptable minimal standard of living, or socially

defined necessities. Mack and Lansley found that there was




18

substantial homogeneity of views throughout society. They

conclude, therefore, that the concept of a minimum standard

applicable‘to all groups does make sense.

tven 1f the twd approaches resulted in the same list of
life-style 1indicators, there would be very substantial
differences in the indices of deprivation. Townsend uses
gimple possesgion of non—pcsseﬁsion of an item as an
indicator of.deprivation, while Maﬁk and Lansley attempt to
control for taste differences by using onlyrthosé items which
-respondénts “would like, but can’t afford" as indicetors.

As woas outlined earlier, Townsend uses the deprivetion
index in order to identify & threshold income below which
deprivation increases rapidly: this is taken as an _incoma
poverty line whiech is used to identify those in poverty.
Mack and Lansley, by contrast, choose a critical level of the
deprivation index, and use thé information on deprivation to
distinguish between the poor and the non-poor.

The starting point for Mackrand Lantsley’s eattempt to

identify those in poverty counts as poor those adults who

"would like but can’t afford” three or more items from the
list of 22 socially defined necessities which have a
gsignificant negative correlation with income. The rationale

for this starting point is that three is the lowest number of
items lacking for which the lack is judged to be
overwhelmingly an enforced one. (This rationale for the

drawing of the basic poverty line resembles. Townsend's'
deFinition of an income poverty line in terms of a threshold
income, below which deprivation increased more rapidly. Mackhk
and Lansley have drawn their standard of living based poverty

line at a threshold lack of items; if more items than this
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are lacking, the lack is almost certain to be an enforced
one.) The definition of an "enforced” lack is one
associated with income in the lower half of the distribution,

and cutbacks in spending on other areas, which are not

clearly specified.

The starting point is interpreted as a minimal estimate

of the number in poverty because:

1. Some people may be too embarrassed to admit
they lack a necessity

2. Some people may claim to have a necessity,
when it falls far below the general minimum
standard for the item. (As against this, some
people may claim not to be able to afford a

necessity, when what they have in mind is far
above the general minimum standard for - the
item.)

3. Bome people may 'say they choose to go without
when in fact the choice is a highly
constrained one; as people get used to doing
without, they may no longer perceive
themselves as forced to do without for lack of
money. (As against this, some people may

claim not to be able to afford necessities
although they have high incomes, and high
spending on non-necessities: this may not be
considered an enforced lack].

Mack and Lansley propose certain adjustments to the basic
operational definition in order to exclude cases where peaple

lacking three or more items are not suffering from an

enforced lack, and include people who say they lack fewer
than three items, but who are suffering an enforced lack of
three or more necessities. The main adjustments are:

al) adjustments for high income or high spending
This adjustment is designed to check that the
‘lack of these items is indeed enforced, and
affects the household’s way of life. The
household’s .overall spending pattern must
therefore reflect financial difficulty rather
than high spending on other goods. Apperently
this has been interpreted as meaning that
households in the top half of the income
distribution, or which are not cutting back in
other ways are excluded,

b) adjustment for low expectations
Those who go without three or more
necessities, but say they choose to do so, are
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counted as poor if they are in the bottom 4

deciles i.e., instead of measuring deprivation
as "would 1like but can’t afford” it is
measured by "has/does" for those in the bottom
4 deciles. The rationale for this is that

even if they did want these necessities they
would probably not be able to afford them.

Approaches based on style of living indicators such as

those used by Mack and Lansley have been criticised, (e.g. by

Hegenaars, 1987) on the grounds that there are systematic
bias2zs in, for exampie, possession of durables, related to
age, household size, femily cycle and health, which make
these items inappropriate as indicators oF‘ poverty:

controlling for taste with the ‘would like the item but
cannot afford it’ is not sufficient to meet this criticism.

The &hoice of a gut-off point on the deprivation scale
can alsa be criticised as rather arbitrary. The argument
that there is a threshold 1in tHe number of items lacking 1is
not entirely convincing. The questions which they seem to
regard 8s rendering Townsend’s definition'cF the poverty line
dubious ("Would you say there is no poverty if there 1is nd
fhreshold income, or where would you then draw the line?")
.could, however, .be applied to their operational definition,
mutatis mutandis. Other meﬁhods of defining & cut-off number
of items can be explored e.g. using the number of items
lachking by those with iﬁcomes within 5% of an income poverty
iine, and then éxploring the characteristics ofiﬁhose who are
poor by both income and standerd of living criteris, not poor
by either, or poor by cne.but not by the other.

Even 1if one regards real income as the most appropriate
scale on which to measure poverty, the.Fact that there may be
significant discrepancies between the ideal real income

concept and that measured in a survey suggest that standard
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of living indicetors may provide additional information which

"may be wuseful in distinguishing between the poor and the

non-poor. For instance, measured income may not include the

benefité of owner . occupied housing, or may fail to
distinguish between the circumstences of a household whicgh
rents its accommodetion in the private sector, and one which
rents similar accommodation at a iower cost from a local
authority. Meessured income may also miss certain .direct
supparts to living standards, from relatives or statutory or
voluntary agencies.

Even apart from such issues in the measurement of real
income, it can be argued thet a wider concept of command cver
resources is relevant. Calculations of the annuitised value
of wealth, such Xas those made by Townseﬁd{ provide one
response to this problem, but the use of indicators of living
standards may also capture the difference befween households
with similar incomes, but different strengths-in command over

resaurces.
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4.3: The Rasch/Luxembourg Method
The Resch model was developed initially for educational

and psychological tests, where the results of applying a set

of itemas to a set of subjects could be described by a
dichotomous variable {e.g., "success” or "failure”).
Basically it can be regarded as an alternative method of
selecting the items which enter the poverty scele: its

proponents do not claim that it provides a method of defining

a poverty line, but do claim that it has certein other
advantages in measuring poverty. Income related information
may be wused in the form of dichotomous items, but has no

gspecial role.

The applicetion of the model to the measurement of
poverty 1is described by Schaber e¢ a!. (1980) and Dickes
[1983}. The subjects are households or individuals, and the
items are necessities or other style of 1ife indicators which
can be represented by dichotomous variables. The method can
- be applied, therefore, to the dichotomy based simply on
possession versus going without, or based on "would like but
can’t afford" versus "not lacking” the items. The main
assumptions are as follaws:

1. The probebility of a given household lacking @
particuler item depends only on two parameters:

@) one specific to the dindividual, which 1is
labelled the parameter of poaverty, Z.: the
higher 1is this paraemeter, the poorer 1is  the
individual. The assumption that poverty can
be measured an a one-dimensional scale can be

falsified by the data; the ways in which this .
can arise are described below.

b) one specific to the item, labellied the
parameter of disadvantage, Si:: if 84 > §4 then
for any given person, it is less likely that
they will lack item i than item j.

2. The two parameters measure the same thing i.e. are

on the same one-dimensional scale.

3. All the items must elicit from all the subjects a
response based on the same trait.

4, For a given parameter of poverty (e.g., for e given
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household) the probability of the lack of a
particular item must be independent of the
probability of the lack of any other item., This
means that knowing that a given household lacks a

particular item tells wus nothing about the
probaebility of its lacking another item if we
already know the poverty perameter for that
household. It is possible that if we do not know
this poverty parameter, knowing whether an item is
lacking will tell wus something about the
probability of the household also lecking other
items; but if we do know Z,, there must ©be no

additional relationship between any pair of items.
5. The number of items lacked by @ given household
must be a sufficient statistic for the parameter of

poverty; it should not matter which items are

lacking.
The sample can be divided into sub-groups, on criteria
‘which are either internal (e.g., s8bove average vs. below

average gross score of items lacking) or external (e.g.,

_above average income vs. below average income) to the model
estimated. The parameters of difficulty for each item can
then be estimated using each. sub-sample. If the model is
valid, the estimates of the parameters for the different
sub-samples and the whole sample sheould be close. Some
informal "tests" are proposed to judge which items should be

dropped from the model for violating this condition.

bickes (1983) states that 1if the nan—rejedted items
cover all.the main areas of poverty, it is possible to speak
of poverty as a uni-dimensional concept. If instead the
tests suggest that one should estimate several models, with
one model for each area of poverty (housing, food, clothing
etc.) one must regard poverty as a multi-dimensional concept,
and speak of housing poverty, food poverty etc.

Given the seledtion of items, the definition of the
poverty line is equivafent to selecting a criticel gross
score for the number of items lacking. The choice.lof the

exact number of items lacking which constitutes poverty is
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recognised as rather arbitrary. The claims for the method
are not so much that it provides a way of drawing & poverty

line, but that it provides a useful way of selecting the

items to be considered, and allows the gross score on a
deprivation index to be translated into & measure of poverty
which hes the property of an intervel scale: egual steps
along it can be interpreted as egual increments of poverty,
which is not the case for the gross'score.

Dickes (1983) and Schaber et al. (1980) both emphasise
that the MRasch method leads to an objectiva measure of
poverty. It is not entirely clear what is meant by this
claim, since the selection of items is not based én formal
tests and appears to leave much to the discretion of the
'reéaarcher. Other advantages aré élaimed for the model 1in
respect of its ability to relate messures of poverty from
different samples: this 1is important in the context of
internaticonal bompériéons, since this method avoids the
problems associeted with the choice of an appropriate
exchange rate. However, this advanfage could be regarded as
of the second order of importance, since it depends on the
usefulness of a once-off measufe of poverty based on this

scale.
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. Income Poverty Lines based on the
Subjective Fyvaluations of the Population

5.1 The Leyden Poverty Line

The simplest version of the Leyden method uses only the
‘minimum income question® (MIQ): ‘*‘What is thé lowest income
on which your household could Just manage to make ends meat?’
This is generally referred to as the Subjective Poverty Line
{B8PL) or Kapteyn method. Given the ambiguities which arise
over the uée of the term ‘subjective’, it will be referred to
here as the Kapteyn method. There is also & more complex
method, c¢alled the Leyden Foverty Line (LPL)} or van Praag
method., It is based on the income evaluation question ( IER),
in. whichl respondents are asked to give six income figures
corresponding to their opinions of a range from a very bad
- income to a very good income. The basic structure and
.rationale of the method will be outlined for the Kapteyn
method; the odditional assumptions and benefits of the more
complex LPL will be discussed very briefly. {See Hagenaars
and van Praag, 19885 or.Hagenaars, 1986 for details of the
more complex LPL method) . |

If we. designate VYmanm as the answer to the MIQ, the
Kapteyn methad is based on & regression of the following form
(a lqgarithmic transformation is included, because it hes
been found preférable on statistical grounds in application;
it is not essential to thg structure of the method}:

10g Ymin = @ + blog y + clog fs + e

where y is ectual household income, fs is family size, and e
ig an error term. This relationship is illustrated for a
giVah family size in figure 1 oaverleaf. The poverty line-is

the point {marked on the diagram) at which ynin equals actual




incaome, ¥ Algébraically it is defined by
log y#* = (a+clog fs)/{1-b). Other classificatory variaebles
may alsa be included 1in the regression, but we defer

congsideration of that issue until later.

I Ynia s b, Ay

I”Lgnm:a‘!’ biﬂj-ﬁ' C-d"l/:f
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Fg_ 11 The Relationship  between Ing,m tndt Any for 3 gien fandy size

The method of establishing a single poverty income
standared (or one for each family size or household type)

treats the minimum income figures given by those with high

incomes as rather high, and those given by respondents with
very low income figures as rather low. Relative to a simple
average of the minimum income figuras, the Kapteyn method

gives less, weight to those with incomes far from the poverty
line: the exsct weighting implied is, however, not easy to
interpret, even if no logarithmic transformation is applied.

The more complex LPL approach is based on estimating

r
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individual ‘welfare functions of income’ (WFI). The WFIL
indicates, on a scale from 0O to 1, what level of walfare an

'individuai derives from particular levels of income. Using
the six levels of income the individual has rated as very bad
to very good, the relationship between welfare and income ia
egstimated. The estimating method assumes
{a) that people try to maximise the information
given by their responses to the guestions, so

that each person’s answers are equally
distributed along the full range from 0 to 1

an the welfare scale.

(b} that the relationship between income and
welfare has the same shape as a cumulaetive
lognormal function.

The WFI is thus estimated for esch individual. One must
then choose a welfare level corresponding to the poverﬁy
lipe: thié is equivalent to choosing one of the points -[or.
some interﬁediate point) on the six point scale used in the
income evaiuation question e.g., if a welfare level of 0.4 is
chosen, this sets the poverty line as an income between ‘bad’
and ‘inadequate”’. The individual WFI’s ¢an then be used to
" estimate the level of income corresponding to this welfare
level for each individual. Then the same technigue oas was
applied before in Kapteyn method comes into pley: one solves
for the value of income at which actual income equals the
income evaluation of the chosen welfare level.

The Kapteyn method can be interpreted in terms of the WFI
used in the LPL approach. The welfare level chosen for the
poverty line is that level at which a household can just make
ends meet; the income eveluations corresponding to this level

of welfare are sought; and the relationship between these

~income evaluations and income is used to definme & unique

income poverty line.
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In interpreting the meaning of the Leyden poverty lines,
one must examine the questions they are based oan. Tﬁe exact
wording of the MIQ, as translated from the Duteh

Socio~Economic Panel guestionnaire, isg

Which net income do you consider is the
minimum required in your circumstances? (This
means that you would not be able to manage on
less)

. -

The LPL method wuses a question which also asks about

evaluation of incomes "for your household” and in your
circumstances”. It is clear from the wordings given that the
respondent is being asked to aedjust for more then household

size, and may quite reasonably answer in terms of the minimal

income necessary to maintain the household’s own existing

standard of living; this might be taken as income less net
savings. The respondent might not regard such én income as
the poverty line for a household of the same size. It seems,

however, that y,.. is regerded as the individuval‘s pérceived
poverty line:

Apparently a respondent’s perception of the

poverty line is distorted by the fact that his

actual dincome level is not equal: to his

minimum dincome level. There 1is only one

income level, y*nan, where thig misperceptiaon

does not obtain. Therefore, we take Yy nin as

our definition of the poverty line. {Goedhart

et al., 1977, pS514).

The rationale for using answers of this type to estimate -

a poverty line is not cleerly spelled out. The most ;ikely
explanation seems to be that respondents are only c¢onsidered
capable of eveluating incomes close to their own with any
degree of accuracy: it might be impossible for respondents to
. give reasonable answers to questions which did ask them for

their estimate of the income poverty line for a household of

the same size. This is not, however, a conclusive argument
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in favour of the approach underlying the Kapteyn method or
LPL. The appraoach interprets the answers to the questions as
the respondents’ views of a poverty line, when respondents
themselves might reasonably interpret the gquestion in a
different way. Hagenaars and van Praag (1985) state that the
LPL is "based an the perception of pqverty in the population,
instead of on the researcher;s perception of poverty"; one
might argue thet it is based instead on the researcher’s
interpretation of the public’s perception of what would be an
adequate income given their circumstances. It may be that
this interpretation is designed to avoid the problem that
people would find it impossible to give reasonable answers to
direét guestions on the poverty line, or wéuld be pased on o
distinction between what was an adequate income for the poor
versus what was an adequate income for their own household:
if so, this meens that the element of interpretation by the
reéearcher is worthy of greater elaboration.

Clearly both Kapteyn method and LPL are subjective in the
sense oF‘ being based on public opinion, But how do the
Leyden approaches relate to the subjectivist view that the
poor are those who considér themselves poor? The degree of
overliap igs a matter for empirical investigetion, but
conceptuaily there is not necessarily any overlap between
thaose who consider themselves poof and those who are defined
as poor by the Kepteyn or LPL poverty lines.

One must also distinguish between two types of
application of the Kapteyn method or LPL. The first uses
only incdome and family size to explain minimum incoﬁe, as in
the equation quoted above. This leads to a social standard,

differentiated only by family size, A second class of
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application uses many other variables, such as the occupation

or level oF'educatiDn of the main breadwinner to explain the

answers to the minimum income question. This may lead to a
better estimate of the augmented relationship between
minimum income, actual income and these variables. It may

also change the nature of the poverty line, if it is used, as
by van Praag, Hagenaars and van Weeran {1982), to calculate
poverty lines differentiated by these additional variables,
which imply different poverty lines for different reference
groups or social classes. A national poverty line can still
be calgulated, however,'by taking what amounts‘to a geometric
weighted mean of the class-differentisted poverty lines.

5.2 The CS58 (Antwerp) Hethod |

The gpntrum voor Sociaal Beleid (Antwerp) method attempts to
use just the opiﬁions of those near the poverty line in =&
more direct way. It makes use of the minimum income
guestion as used by Kapteyn, eand a further question on the
household’s ‘subjective security of subsistence’. (SSS)f is
the household able to make ends méet.‘with great difficulty’
or on one of six points in all, on a scale up to ‘very
eagily’. A poverty line is derived for several family types

s follows (see Deleeck, 1985, for details):

1. First, those households which regard
themseglves as making ends meet "with some
-difficulty” are selected; those on any other

point on the 5S5 scale are disregarded in
drawing up the C8H poverty line.

2. Necessary income is taken as the lower of the
answer te the MIG and total available
household income. .

3. Extreme values of necessary income (more than

2  standard deviations from the mean) are
excluded.

4, For any given household type, an estimated
poverty lime can now be cobtained by taking the
mean of necessary incomes, 30 cases is

regarded as a minimum for a reliable measure
for a particular household type.
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The poverty 1line obtained in this way 1s called a
Socio—Vitai Minimum. GVMs are calcplated directly for "the
most common household types. Marginal SVMs for additional
adults or additional.children of different ages may then be
calculeted from the differences between these directly
estimeted G&VMs, to give indirect estimates of the SV¥Ms for
the less common household types, where there are too few
cases for a reliable direct estimate. Whether or not a
househeld is regerded as.being objectively in poverty depends
not on its subjective assessment,‘but on a compéarison with
the SVM for that type of household.
| The CSB procedure has something in common with the Leyden
approach, in that it looks to those who arerin some sense
"close" to the poverty line for & more reliable estimate of a
minimum adeguate income. The sense of closeness used by the
CSEB method is a purely subjective one, and the opinions of
those who are not close are totally disregerded: the Leyden
method differs on the latter count, Because it is influenced
by all the opinions expressed. The sense of closeness to the
poverty line may, however, still be regarded as subjective,
even if it is based on the difference between the answer to
the MIQ and the actual household income, rather than the

answer to the subjective security of subsistence gquestion.
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6. Different Poverty Concepts and the Data in the ESRI Survey

Having discussed the wvarious approaches to poverty
measurement which have been developed elsewhere, the possibilities
which the survey date currently beingagathered for Ireland will
provide for applying_differen£ approaches here'mey be described. A
very wide range of information is in fact being gathered. This
will not only greatly enrich the analysis of poverty in Ireland,
but will also allow a comparison of the various approaches when
applied empiricelly to a single data set, and thus cantribute to
the development of the conceptual framework for the study of

‘poverty generally.

The survey aims to get comprehensive information on income
from different sources for all respondents. This ~will enable
income-based poverty lines to be applied, including the ‘official’
line approach wused in most previous Irish studies.'® Purely
. relative poverty lines related to mean or mediasn income, or the
bottom x% of the income distribution, can also be readily used.
Some limited  information on expenditure is being gathered,
including tﬁe amounts spent on groceries and on pafticular food
items, so that some aepproximetion of a food ratio approach {using
ratio of food expenditure to total income rather than expenditure)
could be .applied. Biven the range of other inFofmétion being
sought in an extremely lengthy questionnaire, it wes decided that
detailed expenditure data would not be included, since this 1is

already the primary focus of the C50's Hpusehold Budget Survey

12. The use of this approach in Irish studies, and some af the
- problems which arise in actually implementing it, have Dbeen
examined in our Working Paper No. 1.




33

.

involving the keeping of expendiﬁura diaries over a two week
lperiod. It should be possible to use thé detailed expenditure
‘information in the HBS (with a survey also being carried out in
1987) to supplement the data in our survey.

Considereble detail on life style and possessions 1ia also
being gathered, allowing the Townsend-type approach to be applied.
Townsend’s own methodology can be used, with information on eleven
of the twelve items in hig summary index being included.'® Further
information is.gathéred for a range of items/activities on which
the respondents conéidar to be necessities that everyone should be
able to have. Where e household does not have/do a particular
item/activity they are also asked whether this is something they
would like but can’t afford. This will allow & number of
different lines of development of the life-styles approach to be
followed.

First, the selaection of items to be included in an overall
index of ‘relative deprivation’ <can be related to views in the

population &s to what constitutes necessities.'® This index can

then be either used itself to identify poverty, as Mack and
Lansley do, or oan be related to income a la Townsend to see
whether a threshold can be discerned. Alternatively, absence of

one or more item/activity which the household itself perceives to
be & necessity could be used to indicate poverty. Another
approach which does not use peoﬁle’s Qiews, but purely relies on
the presence/absénce of an item/activity, is to apply the HRasch

method to derive poverty indicators from this information.

13. The exception is whether the respondent "has not had a cocked
breakfast most days", which was true of 67% of Townsend’s sample
anyway . ' '

14. Though the list of items included is more limited than the
extended set which Townsend, for example, sterted with, the choice
has been based on those which studies such as Townsend, Mack and

Lansley end those based on the Resch model found most useful.




Turning from life-style to opinion-based income poverty
lines, the current survey also includes the individual‘s

assessmenkt of

(a) the difficulty/ease with which the household is unable to
make ends meet {on a six-point scale};

(b) the very lowest net weekly income that the  household
would have to have in order to Just make ends meet}

(c) whaﬁ level of net total weekly household dincome they
would, in their circumstances, consider very bad/bad,
etc., up to very good on a six-point scale, i.e., the

Leyden approach Income Evaluation Question.

The responses to these questions will permit both the Leyden
and the Antwerp/CSB approaches to deriving an income péverty line
from respondents’ opinions to be applied.

Other questions will shed further light on views about the

minimum adequate level of income and social security rates of

payment. PRespondents are asked whether they feel that Five
different categories of social welfare recipient - deserted wife,
old age pensioner, unemployed etc., - should receive the same

weekly payment (assuming an adult without dependents in each
case) . If so, they are asked the appropriate amount, 1f not they
are asked which category should get the lowest/highest amount and
how much these should be. Those who are'actually currently in

receipt of social welfare or were in receipt at some time during

the previous year, are also asked whether they think the amount
they receive(d) was adequate (enough to live on}, and if not how
much would be enough to live on. Thus, the views of both the

general population and of those directly concerned as 'to the

adequacy of current social welfere payments of varioug types will
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be available.'®
In addition to this wide range of conceptual and
methodological appreoaches, the survey 1s also attempting to

supplement household income with information on assets (and

liabilities) . This will allow & focus on wider resources rather
than purely income, advoceted strangly by Townsend, to be
included. Information on debts and financial stress (such as

arrears) 'will be of particular velue in assessing how different
households are making ends meet. The experience of social welfare
administrators and charitable organisations has highlighted . the
prevalence of debts to moneylenders and arrears on rent/mortgage
ond electricity/gas bills among those seeking support. Particular
emphasis is also put on the questionnaire on those guihg into debt
to meet ordinary living expenses. More information on annual and
lifetime experiences is being gathered than is wusuel in such
surveys, to explore the nature and duraetion of poverty over the
life cycle and intergenerationally.

-Here only & brief description of the data which the survey
will make available, and confined to that directly relevant to the
measurement of pouerty, has been given. Given the range of
questions which 1t has been possible to include, the full.
exploitation of this data should greatly increase understénding of
the nature as well as the extent of.povarty in Ireland, and in
addition contrisute to the clarificatiaon of the>concaptual ‘issues
which orise 4in the measurement of poverty generally which have

been the focus of this paper.

i8., For those in receipt of social welfare, the responses on the
adequacy of their actual payment will thus serve as a useful
cross—check on the income levels which they specify as the minimum

reguired.
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