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Abstract: This paper reassesses the validity of a poverty measure combining relative income and
non-monetary deprivation indicators, first developed and applied to Irish data for 1987, in the
light of experience since then and current debates. A crucial issue is whether the measure has
failed to capture fundamental changes in livings patterns and expectations. A range of analyses
confirm that it continues to identify a set of households experiencing distinctive levels of
generalised deprivation, economic strain, psychological distress and exposure to persistent income
poverty.

I INTRODUCTION

he most widely used approach to measuring poverty in industrialised

countries relies entirely on income, often comparing household income as
reported in large-scale surveys with a threshold derived as some proportion of
mean or median income. Poverty is now widely conceived in terms of exclusion
from the ordinary life of society due to lack of resources, and current income
may be a seriously inadequate indicator of such exclusion. Recognising this, a
poverty measure was developed in the Economic and Social Research Institute
(ESRI) in the early 1990s, incorporating both relative income and non-
monetary measures of deprivation. This has played a central role in
subsequent domestic analysis and policy formation and has also received a
good deal of attention internationally.l Over Ireland’s period of unprecedented

1 AndreB3 (1998); Gordon et al. (2000); Gordon and Townsend (2000); Hills (1999); O’Boyle (1999).
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economic growth since 1994, this measure shows a very different pattern to
conventional poverty measures based on relative income alone. It is, therefore,
timely to reassess this approach in the light of experience.

In this paper we revisit the underlying rationale for the approach, assess
how it has actually performed, and draw out the implications for poverty
measurement. We begin by describing the conceptual underpinnings and the
way the combined income plus deprivation poverty measure was originally
constructed. This brings out the core finding that underpinned its
development, that the cross-sectional relationship between income and
deprivation is much weaker than often implicitly assumed. We contrast trends
in alternative poverty measures since 1987 and in particular since Ireland’s
remarkable boom got under way in 1994. We then assess the validity of the
combined income and deprivation measure over time, and consider whether
the indicators of deprivation currently included now need to be extended.
Finally, we bring together the conclusions.

II MEASURING POVERTY

One of the valuable functions of the Irish National Anti-Poverty Strategy
has been to articulate an explicit official definition of poverty:

People are living in poverty if their income and resources (material, cultural and
social) are so inadequate as to preclude them from having a standard of living
which is regarded as acceptable by Irish society generally. As a result of inadequate
income and resources people may be excluded and marginalised from participating
in activities which are considered the norm for other people in society. (National
Anti-Poverty Strategy, 1997, p. 3).

This has much in common with Townsend’s influential formulation in his
seminal 1970s book on poverty in Britain, and with the definition adopted at
European Community level by the Council of Ministers in the mid-1980s. It is
this definition which we seek to implement empirically in what follows.

The approach most commonly used to measure poverty in industrialised
countries is to define a poverty line in terms of income, and regard those with
incomes below that line as poor. Many different ways of establishing an income
cut-off have been proposed, including by reference to budget standards, food
expenditure or its ratio to total expenditure, official income standards, and
views in the population. None of these avoid a significant element of
judgement (for a review see Callan and Nolan, 1991). The relative income
poverty line approach is most widely used, both in academic studies and in
European Union discourse (e.g. Eurostat, 2000). It involves deriving poverty
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line incomes as fixed proportions of mean or median incomes, with thresholds
such as 40 per cent, 50 per cent, 60 per cent or 70 per cent of median or mean
income being used.

This method in itself leaves entirely open the percentage cut-off to be
applied, but it also faces a more fundamental problem. As pointed out some
years ago by Ringen (1988), analysis of direct measures of deprivation
suggests that low income is not in fact a reliable measure of exclusion arising
from lack of resources. He illustrated this argument with data for Sweden, but
the results were consistent with a variety of other studies showing that
ownership of durables, for example, is not particularly low at the bottom of the
income distribution (e.g. McGregor and Borooah, (1992) for the UK). The same
conclusion was supported by analysis of a broader range of indicators for Irish
households from the survey carried out by the ESRI in 1987. The first study
based on this data (Callan et al., 1989) noted the extent to which deprivation
scores varied across households at similar income levels. Deprivation scores
for those below relative income poverty lines were higher than for other
households on average, but significant numbers of the income-poor had
relatively low deprivation scores. Subsequent regression analysis of the
determinants of deprivation showed that, while current income does play a
role, other indicators of longer-term resources and needs were also important
(Nolan and Whelan, 1996a). When these variables were included, the ability
to explain deprivation scores was greatly enhanced.

How are we to understand this finding and its implications? To provide a
framework, it is necessary to incorporate both theoretical considerations and
the very real difficulties in measuring the theoretical concepts involved (see
the discussions in, for example Atkinson et al. (2001) and Mayer (1993)).2
Focusing first on the key relationships at the conceptual level, a household’s
level of relative deprivation will depend crucially on its command over
resources and its needs compared with others in the same society. (While our
focus here is on deprivation rather than living standards more generally,
similar arguments apply.)

While current disposable cash income is a key element in the resources
available to a household, it is by no means the only one. The importance of the
time dimension has been brought out by the income fluctuations seen in panel
data sets (for example Jarvis and Jenkins, (1998)). Savings accumulated in the
past add to the capacity to consume now, and servicing accumulated debt
reduces it. Income measured over a number of years is thus likely to be a
better indicator of long-term or “permanent” income than a measure for one

2 This framework and subsequent discussion is also helpful in considering issues raised in a
review published in this journal by Walker (1996) of Nolan and Whelan (1996a).
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year only. Since consumption cannot always be fully smoothed over time and
households take time to adjust to income “shocks”, shorter-term income is still
important but needs to be set in the context of the way income has evolved
over time. Similarly, the level of past investment in consumer durables
influences the extent to which resources must be devoted to expenditure on
such durables now. The most substantial investment made by many
households is in owner-occupied housing, and the flow of services from this
investment — the imputed rent — should in principle be counted among
available resources but very often is not. Non-cash income — in the form of
goods and services provided directly by the State, notably health care,
education and housing — may also comprise a major resource for households.

Turning to needs, these also differ across households, in a manner which
is difficult to capture adequately at the conceptual much less empirical level.
Most obviously, differences in household size and composition, in terms of
numbers of adults and children, affect the living standards a particular level
of income will support. It is customary to seek to take this into account by
dividing household income by the number of “equivalent adults” in the
household, but the equivalence scales employed may or may not satisfactorily
achieve this objective. Households may also vary in a variety of other ways
that affect the demands on their income, such as the ages of the adults and
children and their health status. Capturing the implications of chronic
disability for needs is particularly difficult. Work-related expenses such as
transport and childcare may also affect the net income actually available to
support living standards and avoidance of deprivation. Finally, geographical
variation in prices may mean that the purchasing power of a given income
varies across households depending on their location.

Focusing on measurement, we cannot of course be certain that income
itself has been measured comprehensively and accurately at a point in time.
Household surveys — on which poverty research generally relies — face
(intentional or unintentional) misreporting of income. They also find it
particularly difficult to adequately capture income from self-employment,
from home production, from capital, and from the imputed rent attributable to
homeowners. One would be particularly concerned about the reliability of very
low incomes observed in surveys — particularly in countries with what are
thought to be effective social safety-nets — but other incomes may also be
mismeasured to an unknown extent.

These conceptual and measurement considerations mean that it may well
be hazardous to draw strong conclusions about whether a household is poor —
unable to reach an acceptable standard of living due to lack of resources — from
current income alone. This provides the essential rationale for seeking to
measure levels of deprivation directly, and seeing whether these measures can
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assist in improving the measurement and understanding of poverty. (There
are of course alternative responses, which we discuss shortly.) Townsend
(1979) and Mack and Lansley (1985) pioneered the use of non-monetary
indicators of deprivation in this context, and other studies in that vein include
Townsend and Gordon (1989), Frayman et al. (1991) and Gordon et al. (1995)
with British data, Mayer and Jencks (1988) with US data, Muffels and Vrien
(1991) using Dutch data, and Hallerod (1995) with data for Sweden. These
studies used non-monetary indicators either to directly identify the poor, or to
derive an income threshold for that purpose.

Callan, Nolan and Whelan (1993) and Nolan and Whelan (1996a and b),
by contrast, used Irish data for 1987 to implement Ringen’s (1987) proposal
that information on both income and deprivation be used to identify
households excluded from society due to lack of resources: since both living
standards and resources are central to the definition of what constitutes
poverty, they should also both be incorporated into its measurement.3 In the
light of the previous discussion it is easy to see what such non-monetary
indicators can contribute. For example, where income is currently genuinely
low, but this is unusual for the household and savings can be run down, non-
monetary indicators should suggest a higher standard of living than income.
The same will be true where income has been misreported as low. Where the
household benefits more than others on their income level from non-cash
support from the state, this should enable them to attain a higher standard of
living and should again be reflected in lower levels of deprivation, ceteris
paribus. Where a household faces particular needs which act as a drain on
income, due to disability for example, then once again deprivation levels as
reflected in non-monetary indicators should be higher than others on the same
income. Where prices are considerably higher in one part of the country than
another, lower levels of deprivation for those in the low-cost regions should
again in principle be reflected in appropriate non-monetary indicators.

The challenge, of course, is to empirically identify and employ indicators
that come as close as possible to fulfilling this potential, and to use them in a
way which maximises the probability that they capture genuine differences in
levels of deprivation rather than choices and tastes. In the 1987 Irish survey,
direct information was available for a range of items and activities on whether
households regarded each as a necessity, whether they did or did not have the
item or participate in the activity, and if not whether this was because they
could not afford or did not want it. The aim was to select those that would best

3 Note that if one’s conception of poverty is concerned with the right to a minimum level of
resources, on the other hand, as Atkinson (1987) points out, the fact that people with the same
level of resources may have different standards of living is irrelevant.
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serve, together with income, as indicators of generalised exclusion. Factor
analysis revealed three underlying clusters of items. The “basic deprivation”
cluster included not being able to afford heating, a substantial meal once a
day, new rather than second-hand clothes, a meal with meat, chicken or fish
every second day, a warm overcoat, two pairs of strong shoes, a “roast” or
equivalent once a week, and falling into arrears or debt paying everyday
household expenses. All these items were perceived to be necessities — that is,
“things that every household should be able to have and that nobody should
have to do without” — by a clear majority of sample respondents.4 They were
also possessed by most people, and reflected what would generally be regarded
as rather basic aspects of current material deprivation. The fact that they
clustered together was also consistent with the notion, plausible from the
nature of the items themselves, that they represented a common dimension of
generalised deprivation in terms of everyday consumption.

On this basis, this set of items were taken to be suitable as indicators of
underlying generalised deprivation. Most of the items in the secondary
dimension, by contrast — such as a car or a telephone — were not then over-
whelmingly regarded as necessities. The housing and related durables
indicators, while generally regarded as necessities, appeared to be related to
very specific factors such as private rented tenure or rural location, and so
were not satisfactory as indicators of current generalised exclusion.
(Hagenaars (1986) came to the same view about these housing-related
indicators at European level.)

But how could we be reasonably sure that basic deprivation reported by
households was due to what would be generally accepted as lack of resources
rather than simply tastes and preferences? First, subjective assessments by
respondents were employed: deprivation was regarded as enforced only when
respondents stated that they did not have the item in question because they
could not afford (rather than did not want) it. These subjective assessments
have to be interpreted with care: some persistently low-income households
may simply have grown accustomed to doing without, while some households
on high incomes may nonetheless say they cannot afford basic items because
they have in effect prioritised other spending. However, those doing without
basic items and saying this was by choice had similar mean incomes to those
who actually had the items, so for the most part they are unlikely to represent
what would be generally regarded as enforced lack. We then excluded higher-
income households by taking only those reporting some enforced deprivation
and with incomes below relative income poverty lines as experiencing
4The “roast or equivalent” item was regarded as a necessity by 64 per cent of the sample, and for

all the other items the corresponding figure was 84 per cent or higher. The patterns of responses
did not differ greatly across the age range or by social class (Nolan and Whelan, 1996a).

o



3. Richard Layte« art 2/4/02 9:08 am Page 245 $

REASSESSING APPROACHES TO POVERTY MEASUREMENT 245

generalised deprivation or exclusion due to lack of resources — in other words,
as poor.

Implementing this approach was seen to have major implications for both
the extent and the composition of measured poverty. Only about half the
households falling below 60 per cent of average disposable (equivalised)
income in 1987 were also experiencing basic deprivation (that is, reporting
enforced lack of one or more of the eight items), accounting for about 16 per
cent of sample households. They were more likely to be drawn from the
working class, and less likely to be self-employed or farm households, than the
bottom 16 per cent of the sample on the basis of income alone. Households that
were “consistently poor” were also seen to be considerably more likely to report
both serious difficulty in making ends meet and psychological distress, and to
have much lower levels of savings.5

The relationship between income and deprivation found for Ireland is not
attributable to features specific to Ireland, or to the way income and
deprivation were measured: rather similar patterns are found for other
European Union countries in the data provided by the European Community
Household Panel Survey (see Layte, Maitre, Nolan and Whelan 2001; Layte,
Whelan, Maitre and Nolan, 2001). This has also led to the development in
other countries of approaches using income together with other information to
identify the poor. Bradshaw and Finch (2001), for example, seek to refine the
definition of poverty with British data by considering the subset of those below
the financial cut-off who are also classified as poor by other criteria: the “core
poor”. Lollivier and Verger (1997) examine the overlap between poverty in
terms of living standards, monetary poverty, and subjective poverty in France.
The Austrian National Anti-Poverty Strategy also highlights a measure
combining income and a small set of non-monetary indicators.

While the limitations of cross-sectional income in this respect are
increasingly recognised, alternative approaches such as focusing on consump-
tion or on income over a number of years do not offer an entirely satisfactory
way of accurately identifying those experiencing exclusion due to lack of
resources. Studies such as McGregor and Borooah, (1992), Hagenaars, de Vos
and Zaidi, (1994), and O’Neill and Sweetman (1998) have explored the use of
household expenditure rather than income in measuring poverty, on the basis
that consumption is likely to be a better indicator of standard of living than
income. However, these are based on expenditure as measured in household
budget surveys, which is not the same as consumption. The amount spent in
a fortnight (the usual recording period) may differ from consumption in that
households run down stocks, purchase consumer durables, etc., and low

5 For a detailed discussion see Nolan and Whelan (1996a) (Chapter 6).
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expenditure may sometimes be associated with saving. Recorded expenditure
— while a very valuable addition to the information available about a
household — may thus also mislead as to standard of living. Having
information from panel surveys on income over a number of years rather than
just a snapshot is also extremely valuable, allowing recent studies based on
the ECHP to look at, for example, the proportions persistently below relative
income thresholds for three years (OECD, 2001). However, even leaving
measurement problems aside one could not be confident that only those per-
sistently on low income are likely to be poor, since smoothing of consumption
over time is often difficult and a catastrophic fall in income can be enough to
produce real current deprivation. Thus, longitudinal information on income —
where available — can be very helpful in understanding the cross-sectional
relationship between income and deprivation, but it does not tell the whole
story and direct indicators of deprivation still have much to offer in identifying
poor households.

Going beyond identification of the poor at a point in time, the use of
relative income poverty lines to capture trends in poverty over time raises
further issues for which non-monetary indicators can also be useful. While it
makes sense to see poverty primarily in relative terms, concentrating entirely
on relative income poverty lines will miss the serious implications of periods
when average incomes and real incomes for the poor actually fall — which can
happen, even in rich countries. In such circumstances, expectations will still
reflect for some considerable time the higher living standards to which people
have become accustomed, and even if their relative position has not
deteriorated, those on low incomes will undoubtedly feel poorer. Purely
relative income lines are also particularly problematic when real incomes are
rising rapidly, as they did in Ireland since 1994, so that growth in incomes may
for a time run ahead of the rising expectations about what is “adequate”. While
employing both relative income lines and ones held fixed in real terms over
time can give a more rounded picture, income lines will still find it difficult to
fully reflect changes in the extent and nature of exclusion arising from
inadequate resources. We go on in the next section to discuss how
incorporating non-monetary indicators allows a more comprehensive picture
to be presented of the evolution of poverty in Ireland in recent years.

IIT RECENT TRENDS IN POVERTY IN IRELAND

By providing a different perspective on the profile of the poor and the
causal processes involved, the combined income and deprivation approach has
influenced the way poverty is understood and policy formulated in Ireland,
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and indeed the way policy objectives have been framed. Following the United
Nations Social Summit in Copenhagen in 1995, the Irish Government drew up
a National Anti-Poverty Strategy (NAPS) launched in 1997. Research employ-
ing the combined income and deprivation approach contributed to various
aspects of the initial Anti-Poverty Strategy, including the underlying under-
standing of the causal processes and the types of households who are most
vulnerable. In terms of explicit targets, the centrepiece of the Strategy was a
global target for the reduction of poverty, framed in terms of the poverty
measure incorporating both relative income and direct measures of
deprivation (NAPS, 1997).

We now describe how alternative poverty measures have evolved since
1987. The measures we employ at this point are a relative income line set at
50 per cent of mean equivalised income, a real income measure based on the
level of the 50 per cent relative line in 1987 and indexed subsequently to
consumer prices, and the consistent poverty measure identifying those falling
below 60 per cent of mean equivalised income and experiencing some basic
deprivation, using the set of basic items outlined earlier and unchanged from
1987.

Between 1987 and 1994 Ireland experienced real if patchy economic
growth after years of stagnation, but from 1994 on remarkably high and
sustained rates of economic growth have been seen. Unemployment had
reached 17 per cent of the labour force by 1987 and was still as high as 15 per
cent by 1994, but subsequently fell rapidly, down to 7.8 per cent by 1998.
However, this economic growth translated into rather different outcomes for
households depending on whether they were (or remained) dependent on cash
transfers because social welfare support rates, while increasing well ahead of
prices, did not keep pace with the very exceptionally rapid rise in incomes from
the market. This turns out to be critical to understanding the divergence in
the way alternative measures of poverty changed over the period.

Table 1 shows the way these poverty measures evolved, using data from
the household surveys carried out by the ESRI in 1987, 1994 and 1998. (These
data sets and results are fully described in Callan et al. (1989), (1996) and
(1999) and Layte, Nolan and Whelan (2000), and a summary description of the
surveys is given in the Appendix). Between 1987 and 1994, the proportion of
households below the 50 per cent relative income poverty line rose from 16 per
cent to over 18 per cent. From 1994 to 1998, despite very rapid economic
growth and falling unemployment, this figure rose to about 25 per cent. A
similar pattern is found with alternative equivalence scales or using 60 per
cent of the median rather than 50 per cent of the mean.

o



3. Richard Layte« art 2/4/02 9:08 am Page 248 $

248 THE ECONOMIC AND SOCIAL REVIEW

Table 1: Percentage of Households Below Alternative Poverty Standards,
Ireland 1987, 1994 and 1998

Percentage of Households Below Line

Poverty Standard 1987 1994 1998
50 per cent of mean income 16.3 18.6 24.6
50 per cent of mean income 16.3 5.0 1.7

in 1987, indexed to prices

60 per cent of mean income 16.0 15.1 8.2
and basic deprivation

These relative income lines have of course risen substantially in real
terms, given the scale of economic growth over the period. The table then
shows how many households fell below an income standard set at 50 per cent
of mean equivalised income in 1987 and adjusted upwards only in line with
prices from then on. This figure declined very sharply, from 16.3 per cent in
1987 to 5 per cent in 1994 and finally to about 2 per cent in 1998. Thus, in a
period of rapid though uneven income growth, relative income and real income
poverty lines provide radically different perspectives on the evolution of
poverty.

Turning now to the combined income and basic deprivation measure, we
can see that the percentage of households below the 60 per cent relative
income lines and experiencing enforced basic deprivation declined only
marginally from 16 per cent to 15 per cent between 1987 and 1994 but then
fell sharply to 8 per cent by 1998. So the combined income and deprivation
approach suggests a marked decline in poverty since 1994, albeit a more
modest one than indicated by income lines simply held constant in real terms.

This reflects substantial reductions in levels of deprivation since 1994.
Indeed, the percentage of sample households reporting enforced basic
deprivation had fallen from one in three in 1987 to 13 per cent by 1998.
Declining deprivation levels were seen across different types of household in
terms of composition, age, social class and urban/rural location. Declines were
also seen for households relying on social welfare as well as those with income
from employment or self-employment. This reflects the fact that levels of social
welfare support rose in real terms, rather faster than prices. These support
levels lagged behind average after-tax earnings, however, which was a crucial
ingredient in the increase in numbers falling behind relative income poverty
lines.

Declining deprivation levels must in themselves represent an important
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development. However, they also give rise to a key question about the
consistent poverty measure: as living standards rise, does the set of non-
monetary indicators continue to adequately capture what is regarded as
generalised deprivation? This is particularly important from a policy
perspective in that the global poverty reduction target originally adopted by
the National Anti-Poverty Strategy was to reduce the numbers falling below
the 50 per cent or 60 per cent relative income poverty line and experiencing
basic deprivation to 5-10 per cent by 2007. When results for 1997 became
available and showed the progress already made by that date, this target was
revised to reducing these numbers below 5 per cent by 2004. Implementing
and assessing the validity of the combined income and deprivation measure
over time clearly raises issues over and above those faced in a cross-sectional
context, and it is to these that we turn in the next section.

IV EMPLOYING THE COMBINED POVERTY MEASURE OVER TIME

The combined income plus deprivation poverty measure was never
intended to be a mixture of relative income and absolute or fixed deprivation
indicators. The enforced absence of the basic items was seen as involving
a distinctive level of deprivation, but, the intention was not to focus on
the specific items making up the index as such. Instead, in employing the
index, each item is acting as an imperfect measure of the underlying
deprivation dimension. Thus there is no inconsistency or contradiction in the
fact that many of those displaying basic deprivation had some other items
going beyond the basic deprivation set — such as a video, central heating and
telephone.

The set of basic items were not intended to define the standard of living of
the household in either a descriptive or a normative fashion. Instead the
results of the factor analysis were the starting point of a search for a measure
that would allow us to identify households that are distinctive in terms of a set
of characteristics that conform to our theoretical understanding of poverty. We
arrive at the “consistent” poverty measure neither by reading off the results of
a factor analysis nor by arbitrarily opting for an absolute standard, but rather
by a process of construct validation. Fundamentally, construct validity is
concerned with the extent to which a particular measure relates to other
measures in a manner which is consistent with theoretical expectations — in
this case, whether those identified as poor display the types of characteristics
and subjective responses one would expect. It follows that the consistent
poverty measure which proved acceptable in terms of these criteria in 1987
might fail to do so a decade later. In particular, the notion that expectations
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and perceptions of need will change over time as general living standards rise
is central to a relative conception of poverty. The non-monetary deprivation
indicators thus have to be reassessed over time in the light of improved living
standards, changing perceptions about what constitutes necessities, and
potential transformations in the underlying structure of deprivation.

This requires inter alia information about views in the population as to
which items from a broad range are seen as constituting necessities. The
available evidence shows that between 1987 and 1998 across the range of
items available in the surveys, there has been a significant reduction in the
numbers lacking items and in the extent of enforced lack. This is true of basic
items such as a warm waterproof overcoat and a meal with meat, chicken or
fish every second day. It is even more marked for many of the secondary items,
such as central heating, a telephone, a car, a colour television and presents for
friends or family at least once a year. The vast majority of households already
possessed most of the housing items in 1987, but there was also a further
decline in the percentage lacking those items.

Expectations about what constitutes a necessity are found to have
adjusted rapidly. The numbers considering central heating and a telephone to
be necessities went from under half the sample to over 80 per cent between
1987 and 1997. For car ownership the figure increased from 59 per cent to 70
per cent, and for a colour TV from 37 per cent to 75 per cent. Finally, for
presents to families and friends the figure rose from 60 per cent to 73 per cent.
The pattern of change in expectations thus very much mirrors the increasing
extent to which these items are possessed in the society.6

It is worth focusing on five items that, between 1987 and 1997, became
available to a substantial majority of households and came to be perceived as
necessities by comparable numbers: central heating, a telephone, a car, a
colour TV and presents for friends and families once a year. Should these
additional five items now be incorporated into the basic deprivation index, and
consequently in the combined income and deprivation poverty measure? The
first point to keep in mind is that in 1987 there were already a set of items
widely available and generally considered necessities but not incorporated in
the basic deprivation index, namely those relating to housing deprivation.
These items were not included in the basic index because factor analysis
suggested that the basic and housing deprivation dimensions constituted quite
distinct dimensions. Households suffering basic deprivation were more likely
than others to suffer housing deprivation but the relationship between them
was modest — many households experiencing one type of deprivation managed
to avoid the other. Rather different socio-demographic factors could be at work,

6 For further details see Table 4 in Layte, Nolan and Whelan (2000).
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for example, a household affected by unemployment might be deprived in
terms of basic food, clothing and heating but live in relatively high-quality
public sector housing. Conversely, an elderly rural household might be in low-
quality housing without being exposed to difficulties in relation to food,
clothing or debt.

The first step in reassessing the basic deprivation measure is thus to
examine if the structure of deprivation has changed. The factor analytic
results for the late 1990s turn out to be remarkably similar to 1987. In
particular, the additional five items on which we are focusing continue to
cluster with the secondary rather than basic deprivation set.” Since these
results suggest that these dimensions continue to be determined by rather
different factors, the logic of our earlier argument would suggest that in the
combined income and deprivation poverty measure we should restrict
ourselves to the original basic deprivation items. However, the concern may
persist that by failing to incorporate a range of items that are now both widely
available and generally perceived to be necessities, the poverty measure could
be seen as increasingly restrictive and perhaps absolutist in nature. We
therefore explore what would happen if the basic deprivation index were
indeed broadened to include these additional items in measuring poverty in
1998.

For this purpose we distinguish three groups of households. The first we
refer to as the “poor”: households who in 1998 fall below the 60 per cent
relative income line and are experiencing basic deprivation with the original
set of items. The second are households fulfilling the income criterion but not
the basic deprivation one, but who are suffering enforced absence of one or
more of the five additional items we have identified i.e., central heating, a
telephone, a car, a colour television and presents for friends and family at least
once a year. This group, which we label the “poor?”, constitutes an additional
8 per cent of households. Finally, we have those households who fulfil neither
criteria and whom we label the “non-poor”. Having made this distinction, we
proceed to examine how these different groups of households are differentiated
in terms of life-style patterns, socio-demographic composition and what one
might expect to be the subjective consequences of poverty.

Table 2 shows that both these groups are differentiated from the “non-
poor” in that a significantly lower proportion has cars, deep-freezers,
dishwashers, annual holidays and ability to save. However, when we look at
items such as being able to replace worn out furniture, a daily newspaper,
having friends or family for a drink or meal once a month, presents for friends
and family once a year and a hobby — reflecting broader social and communal

7 See Layte, Nolan and Whelan (2000), Appendix A.
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life — the “poor?” group are considerably more favourably placed than the
consistently poor.

Table 2: Percentage Possessing Certain Items, Living in Ireland Survey 1998

“Non-poor” “Poor?” “Poor”

Per Cent Having Item

Car 79.9 25.2 26.9
Deep freeze 63.9 22.3 28.6
Able to save 73.3 28.4 12.0
Holiday 66.9 184 7.8
Dishwasher 33.3 3.0 10.1
Furniture 81.7 55.7 19.7
Daily paper 69.4 49.0 25.1
Friends 78.9 49.8 26.6
Hobby 82.6 67.8 39.2

Some understanding of how these groups come to have different life-style
profiles can be reached by examining differences in their socio-economic
profiles. The “poor” are disproportionately comprised of households where the
reference person is aged less than forty-five, is separated or divorced, a lone
parent or working class, or where there are three or more children. They are
differentiated from both the non-poor and the “poor?” by a set of factors that
are likely to reflect less success in accumulating resources, weaker support
networks and additional demands on available resources.

We then consider the extent to which these groups are differentiated in
terms of the subjective consequences one would expect to be associated with
poverty. Table 3 first shows the proportion of respondents saying their
household was able to make ends meet “with great difficulty”, followed by the
proportion saying they were “not at all satisfied” with their financial situation
(using the responses of the household reference person). The responses of the
“poor” are sharply differentiated from both the other groups. Almost four out
of ten of the poor report “extreme difficulty” making ends meet, compared to
only about 7 per cent of the “poor?” and 3 per cent of the non-poor. A very
similar pattern emerges in relation to extreme dissatisfaction with current
financial situation. While the “poor?” are thus experiencing greater economic
strain and greater financial dissatisfaction than the non-poor, they are much
closer to the latter than they are to the “poor”.

We can also use data on psychological distress as measured by the General
Health Questionnaire (or GHQ), a 12-item version of the standard instrument
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adapted for use in survey questionnaires to which we have already referred
earlier.8 The twelve questions ask respondents about their present mental and
emotional condition “over the last few weeks” in comparison to their normal
condition, and research on the GHQ has shown that if scores are compared
with clinical diagnoses, at a score of three or more the probability of diagnosis
of a psychiatric disturbance rises to at least one-half. Table 3 also shows the
percentage scoring above this threshold for our three groups of households,
once again using the responses of the household reference person. We find that
40 per cent of poor households are above the GHQ threshold. For the “poor?”
this figure falls to 17 per cent, and for the non-poor to 15 per cent. Thus, even
more than for economic strain and satisfaction, “poor” households are sharply
differentiated from all other households in the sample. Poverty measured
using both low income and basic deprivation with the original set of basic
deprivation indicators is thus still associated with distinctively high levels of
economic strain, financial dissatisfaction and psychological distress in 1998.

Table 3: Economic and Psychological Strain, Living in Ireland Survey 1998

“Non-poor” “Poor?” “Poor”
%
Having great difficulty 3.1 7.2 37.1
making ends meet
Not satisfied at all with 59 10.7 50.5
economic situation
Above GHQ threshold 15.5 17.1 40.1

As noted earlier, longitudinal data is increasingly allowing researchers to
move beyond income at a point in time to look at the duration of low income
and income poverty, at movements in and out of income poverty, and at the
factors producing these movements. Such data is now available for Ireland
from the first five waves of the Living in Ireland Survey. This opens up
exciting possibilities for the analysis of income and poverty dynamics, with the
additional scope for placing Irish experience in a comparative context using
data from the ECHP (on which see Layte, Maitre, Nolan and Whelan, 2001;
Layte, Whelan, Maitre and Nolan, 2001; Layte and Whelan, 2002; Whelan,

8 Tests have shown this to be as reliable as the full version although obviously less sensitive
(Bowling, 1991).
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Layte and Maitre, 2002a and b and forthcoming). Here we simply make use of
these data to illustrate the overall relationship between income poverty
persistence and deprivation. This is done most directly by distinguishing those
who experienced no years below half mean income over the five years from
1994 to 1998, those who experienced one year below the line, and so on. Table
4 illustrates that the proportion reporting basic deprivation rose steadily as
the number of years in poverty rose, from only 7 per cent of those who spent
no years below the income threshold to almost half of those who spent all five
years in that situation.

Table 4: Proportion Experiencing Basic Deprivation by Number of Years Below
50 per cent Relative Income threshold, Living in Ireland Surveys 1994-98

Number of Years Below Per Cent Experiencing
Income Threshold Basic Deprivation
0 7.3
1 10.6
2 17.3
3 29.6
4 31.1
5 48.3
Total 13.5

We can then examine the number of years spent below the 50 per cent
relative income poverty line from 1994 to 1998 distinguishing those who would
be categorised as “poor”, “poor?” and “non-poor” in the 1998 wave of the Living
in Ireland Survey. This reveals that 70 per cent of the “non-poor” spent no
years below the 50 per cent income threshold during the period, whereas by
construction all the “poor” and “poor?” spent some time under that threshold.
However, the proportion experiencing four or more years under that threshold
is considerably higher for the “poor” than the “poor?” group (at about 45 per
cent versus 20 per cent). Thus, although the latter have experienced income
poverty, it is not as persistent as that experienced by the group currently
identified as poor by the consistent poverty measure.

Overall the manner in which the consistently poor are differentiated from
all other households can be seen as arguing against simply extending the life-
style deprivation component of the poverty measure at this point. Simply
extending the set of items would entail adding to those currently identified as
poor a group which is currently quite different in terms of levels of economic
strain, satisfaction and distress. It may be, of course, that over time levels of
stress etc. converge across the two groups, as having to do without the
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additional items comes to be seen and felt as more and more serious relative
deprivation. In the meantime, those we have termed here the “poor?” are
clearly a key group to monitor. There may be different views about the
appropriate label to apply to this group, and some may choose to regard them
as also poor: however, the evidence presented here strongly supports the
argument for maintaining a distinction between the two groups for analytic
purposes at this point.

V CONCLUSIONS

In this paper we have reassessed the validity of a poverty measure
combining relative income and non-monetary deprivation indicators, first
developed and applied to Irish data for 1987, in the light of experience since
then and current debates. The available evidence suggests that increasing
affluence is likely to exacerbate the difficulties associated with income line
measures. We found that from 1987 to 1998 the numbers falling below relative
income poverty lines increased, while real income measures (indexed to prices)
suggested a dramatic decline in poverty. The measure combining relative
income and direct indicators of deprivation produced an intermediate picture,
with poverty decreasing but to a more modest extent than suggested by real
income lines. This reflected substantial reductions in the extent of depriva-
tion, as measured by a fixed set of “basic deprivation” indicators.

With living standards improving, a key question is whether this measure
— with an as yet unchanged set of deprivation items — has failed to capture
fundamental changes in living patterns and expectations. We saw that
expectations about which items constitute necessities did change over the
period, and central heating, a telephone, a car, a colour TV, and presents for
friends and family at least once a year came to be widely regarded as
necessities. However, the deprivation component of the combined poverty
measure is not designed to include all socially perceived necessities, but only
those tapping underlying generalised deprivation.

Factor analysis showed the structure of deprivation to be remarkably
stable over time, supporting the argument for continuing to distinguish basic
deprivation from the additional items at this point. This conclusion was
supported by a comparison of the additional households who would be counted
as poor if one did broaden the deprivation element of the measure by incor-
porating these five additional items. In terms of self-assessed economic strain,
psychological distress, socio-demographic composition, and exposure to
persistent income poverty at the 50 per cent line these households were
similar to the “non-poor” and strikingly different from the “poor”. The
combined income and deprivation measure, as originally constituted,
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continues to identify a set of households experiencing a level of generalised
deprivation, a degree of economic strain and psychological distress, and
exposure to a risk of persistent income poverty that marks them out from the
rest of the population.

REFERENCES
ANDRES, H.-J., 1998. Empirical Poverty in a Comparative Perspective, Aldershot:
Ashgate.
ATKINSON, A. B., 1997. “Targeting Poverty”, New Economy, Vol. 5, No. 1, pp.
3-7.
ATKINSON, A. B., 1987. “On the Measurement of Poverty”, Econometrica, Vol.55, No.4,
pp.749-764.

ATKINSON, A. B., B. CANTILLON, E. MARLIER and B. NOLAN, 2002. Indicators for
Social Inclusion in the European Union, Oxford: Oxford University Press.

BOWLING, A., 1991. Measuring Health: A Review of Quality of Life Measurement
Scales, Milton Keynes: Open University Press.

BRADSHAW, J. (ed.), 1993. Budget Standards for the United Kingdom, Aldershot:
Avebury.

BRADSHAW, J. and N. FINCH, 2001. Core Poverty, mimeo., Social Policy Research
Unit, York: University of York.

BRADSHAW, J., D. GORDON, R. LEVITAS, C. PANTAZIS, S. PAYNE and P.
TOWNSEND, 1998. Perceptions of Poverty and Social Exclusion, Report on
Preparatory Research, Bristol Statistical Monitoring Unit, Bristol: University of
Bristol.

CALLAN, T. and B. NOLAN, 1991. “Concept of Poverty and the Poverty Line”, Journal
of Economic Surveys, Vol. 5, No. 3, pp. 243-262.

CALLAN, T., B. NOLAN and C.T. WHELAN, 1993. “Resources, Deprivation and the
Measurement of Poverty”, Journal of Social Policy, Vol. 22, No. 2, pp.
141-172.

CALLAN, T., B. NOLAN, B.J. WHELAN, D.F. HANNAN with S. CREIGHTON, 1989.
Poverty, Income and Welfare in Ireland, General Research Series No. 146, Dublin:
The Economic and Social Research Institute.

CALLAN, T.,, B. NOLAN, B.J. WHELAN, C.T. WHELAN and J. WILLIAMS, 1996.
Poverty in the 1990s: Evidence from the 1994 Living in Ireland Survey, Dublin: Oak
Tree Press in association with The Economic and Social Research Institute.

CALLAN, T., R. LAYTE, B. NOLAN, D. WATSON, C. T. WHELAN, J. WILLIAMS and
B. MAITRE, 1999. Monitoring Poverty Trends: Data from the 1997 Living in
Ireland Survey, Dublin: Stationery Office/Combat Poverty Agency.

EUROSTAT, 2000. European Social Statistics: Income, Poverty and Social Exclusion,
Luxembourg: Office for Official Publications of the European Communities.

FRAYMAN, H., J. MACK, S. LANSLEY, D. GORDON and J. HILLS, 1991. Breadline
Britain 1990s: The Findings of the Television Series, London: London Weekend
Television.

o



3. Richard Layte« art 2/4/02 9:08 am Page 257 $

REASSESSING APPROACHES TO POVERTY MEASUREMENT 257

GOLDBERG, D. and P. WILLIAMS, 1988. A User’s Guide to the General Health
Questionnaire, Windsor: NFER-Nelson.

GOLDTHORPE, J.H., 1980. Social Mobility and Class Structure in Modern Britain,
Oxford: Clarendon Press.

GORDON, D. and C. PANTAZIS, 1999. “Inequalities in Income and Living Standards”
in D. Gordon and C. Pantazis (eds.), Tackling Inequalities: Where Are We Now and
What Can Be Done? Bristol: Policy Press.

GORDON, D. and P. TOWNSEND (eds.), 2000. Breadline Europe: The Measurement of
Poverty, Bristol: Policy Press.

GORDON, D, L. ADELMAN, K. ASHWORTH, J. BRADSHAW, R. LEVITAS, S.
MIDDLETON, C. PANTAZIS, D. PATSIOS, S. PAYNE, P. TOWNSEND and .
WILLIAMS, 2000. Poverty and Social Exclusion in Britain, York: Joseph Rowntree
Foundation.

GORDON, D., C. PANTAZIS, P. TOWNSEND, G. BRAMLEY, J. BRADSHAW, H.
HOLMES and B. HALLEROD, 1995. Breadline Britain in the 1990s: A Report to
the Joseph Rowntree Foundation, Department of Social Policy and Planning,
Bristol: University of Bristol.

HAGENAARS, A., 1986. The Perception of Poverty, Amsterdam: North-Holland.

HAGENAARS, A., K. DE VOS and A. ZAIDI, 1994. Poverty Statistics in the late 1980s,
Luxembourg: Eurostat.

HALLEROD, B., 1995. “The truly poor: direct and indirect consensual measurement of
poverty in Sweden”, Journal of European Social Policy, Vol.5, No. 2, pp. 11-29.
HILLS, J., 1999. Social Exclusion, Income Dynamics and Public Policy, Annual Sir

Charles Carter Lecture, Belfast: Northern Ireland Economic Development Office.

JARVIS, S. AND S. JENKINS, 1998. “How Much Income Mobility is there in Britain?,”
Economic Journal, Vol. 108, pp. 428-443.

KELLOWAY, E. K., 1998. Using LISREL for Structural Equation Modelling, London:
Sage.

LAYTE, R. and C. T. WHELAN, 2002. “Cumulative Disadvantage or Industrialisation?
A Comparative Analysis of Poverty Risk and Incidence”, European Societies, Vol. 4,
No. 2.

LAYTE, R., B. NOLAN and C. T. WHELAN, 2000. “Targeting Poverty: Lessons from
Monitoring Ireland’s Anti-Poverty Strategy”, Journal of Social Policy, Vol. 29, No.
4, pp. 553-575.

LAYTE, R.,, B. MAITRE, B. NOLAN and C.T. WHELAN, 2001. “Persistent and
Consistent Poverty: An Analysis of the First Two Waves of the ECHP”, Review of
Income and Wealth, Series 47, No. 4, pp. 427-449.

LAYTE, R., C. T WHELAN, B. MAITRE, and B. NOLAN 2001. “Explaining
Deprivation in the European Union”, Acta Sociologica, Vol. 44, No. 2, pp. 105-122.

LOLLIVIER, S. and D. VERGER, 1997. “Pauvreté d’existence, moneétaire ou subjective
sont distinctes”, Economie et Statistique, Vol. 308-309-310, pp. 113-142. Mack, J.
and S. Lansley, 1985. Poor Britain, London: Allen and Unwin.

MAYER, S., 1993. “Living Conditions Among the Poor in Four Rich Countries”, Journal
of Population Economics, Vol. 6, pp. 261-286.

MAYER, S. and C. JENCKS, 1988. “Poverty and the Distribution of Material
Hardship”, Journal of Human Resources, Vol. 24, No. 1, pp. 88-114.

McGREGOR, P. and V. BOROOAH, 1992. “Is Low Income or Low Expenditure a Better
Indicator of Whether or Not a Household is Poor? Some Results from the 1985
Family Expenditure Survey”, Journal of Social Policy, Vol. 21, No. 1, pp. 53-70.

o



3. Richard Layte« art 2/4/02 9:08 am Page 258 $

258 THE ECONOMIC AND SOCIAL REVIEW

MUFFELS, R., 1993. “Deprivation Standards and Style of Living Standards” in J.
Berghman and B. Cantillon (eds.), The European Face of Social Security,
Aldershot: Avebury.

MUFFELS, R. and M. VRIEN, 1991. The Comparison of Definitions of Consumption
Deprivation and Income Deprivation, Mimeo., Tilburg: Tilburg University.

Sharing in Progress: National Anti-Poverty Strategy, 1997. Dublin: Government
Publications Office.

NOLAN, B. AND B. MAITRE, 1999. The Distribution of Income and Relative Income
Poverty in the European Community Household Panel, European Panel Analysis
Group Working Paper 3, Institute for Social and Economic Research, Wivenhoe:
University of Essex.

NOLAN, B. and C.T. WHELAN, 1996a. Resources, Deprivation and Poverty, Oxford:
Clarendon Press.

NOLAN, B. and C.T. WHELAN, 1996b. “Measuring Poverty Using Income and
Deprivation Indicators: Alternative Approaches”, Journal of European Social
Policy, Vol. 6, No. 3, pp. 225-240.

OECD, 2001. Employment Outlook, Paris: OECD.

O'NEILL, D. and O. SWEETMAN, 1998. “Poverty and Inequality in Ireland, 1987-
1994: A Comparison using Measures of Income and Consumption”, Department of
Economics Working Paper, Maynooth: NUI Maynooth.

O’BOYLE, E., 1999. “Toward an Improved Definition of Poverty”, Review of Social
Economy, Vol. LVII, No. 3, pp. 344-350.

PIACHAUD, D., 1987. “Problems in the Definition and Measurement of Poverty”,
Journal of Social Policy, Vol. 16, No. 2, pp. 147-164.

RINGEN, S., 1987. The Possibility of Politics, Oxford: Clarendon Press.

RINGEN, S., 1988. “Direct and indirect measurement of poverty”, Journal of Social
Policy, Vol. 17, No. 3, pp. 351-365.

TOWNSEND, P., 1979. Poverty in the United Kingdom, Harmondsworth: Penguin.

TOWNSEND, P. and D. GORDON, 1989. “What is Enough?” in House of Commons
Social Services Committee, Minimum Income, House of Commons 579, London:
HMSO.

WALKER, I., 1996. Book Review of “Resources, Deprivation and Poverty”, The
Economic and Social Review, Vol. 27, No. 4, pp. 397-400.

WHELAN, C. T, R. LAYTE, B. MAITRE and B. NOLAN, 2000. “Poverty Dynamics: An
Analysis of the 1994 and 1995 Waves of the ECHP”, European Societies, Vol. 2, No.
4, pp. 505-531.

WHELAN, C. T, R. LAYTE and B. MAITRE, 2002a. “Multiple Deprivation and
Persistent Poverty in the European Union”, Journal of European Social Policy, Vol.
12, No. 2, pp. 91-105.

WHELAN, C.T,R. LAYTE and B. MAITRE, 2002b. “Persistent Deprivation in the
European Union, Schmollers Jahburch,” Journal of Applied Social Science Studies.

WHELAN, C. T., R. LAYTE and B. MAITRE, (forthcoming), “Persistent Income Poverty
and Deprivation in the European Union”, Journal of Social Policy.

WHELAN, C. T., R. LAYTE, B. MAITRE and B. NOLAN , 2001. “Income, Deprivation
and Economic Strain: An Analysis of the European Community Household Panel’,
European Sociological Review, Vol. 17, No. 4, pp. 357-372.



3. Richard Layte« art 2/4/02 9:08 am Page 259 $

REASSESSING APPROACHES TO POVERTY MEASUREMENT 259

APPENDIX:
The Living in Ireland Surveys

Many of the results presented in this paper are based on analysis of the
household samples produced by the Living in Ireland Surveys carried out by
the Economic and Social Research Institute. This constitutes the Irish element
of the European Community Household Panel, but also includes a variety of
additional questions. Detailed descriptions of the data are presented in Callan
et al. (1996, 1999) and Layte et al. (2000), but some key features are sum-
marised here.

The objective of the sample design for the first wave, in 1994, was to obtain
a representative sample of private households in Ireland. Those living in
institutions such as hospitals, nursing homes, convents, monasteries and
prisons, were excluded from the target population, in line with the harmonised
guidelines set down by Eurostat and standard practice adopted in surveys of
this kind (such as the Household Budget Survey conducted by the Central
Statistics Office). The sampling frame was the Register of Electors, providing
a listing of all adults age 18 and over who are registered to vote in the Dail,
Local Government or European Parliament elections. Since the probability of
selection is greater for households with a larger number of registered voters,
this means that the resulting sample will tend to over-represent larger
households, which was taken into account in reweighting the sample for
analysis. The total number of households successfully interviewed was 4,048,
representing 57 per cent of the valid sample, containing a total of 14,585
persons. Of these, 10,418 were eligible for personal interview (i.e. born in 1997
or earlier), and 9,904 eligible respondents completed the full individual
questionnaire (964 on a proxy basis).

To ensure the representativeness of the sample, it was reweighted for
analysis in terms of a number of key classificatory variables on which
information was available from the Census of Population, the Labour Force
Survey, and administrative statistics on the number of recipients of different
social welfare payments. The representativeness of the 1994 data after
reweighting was assessed by comparison with independent external sources
on a variety of dimensions. The results of this validation, again described in
detail in Callan et al. (1996), were for the most part highly satisfactory.

The sample from Wave 1 was followed in subsequent years and re-
interviewed. The follow-up rules for the survey meant that new households
might be included in each wave where a sample person from Wave 1 moved to
another household. All individuals in the Wave 1 sample were to be followed
in Wave 2 and household and individual interviews were to be conducted, as
long as the person still lived in a private or collective household within the EU.
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Table Al summarises the wave-on-wave response rates, from Wave 2 to
Wave 5.

Table Al: Number of Completed Households in Each Wave, Number of Sample
Persons in Completed Households and Number Interviewed, Living in Ireland
Surveys 1994-1998.

1994 1995 1996 1997 1998

Households
Completed Households 4,048 3,584 3,174 2,945 2,729
Non-Response 3,038 794 624 390 391
Non-Sample 166 98 125 119 96
Total Households 7,252 4,476 3,923 3,454 3,216
Household Response Rate 57% 82% 84% 88% 87%
Individuals
N. in Completed Households 14,585 12,649 10,939 10,006 9,045
(% in Completed Households) (84%) (85%) (89%) (89%)
N in NR Households n.a. 2,286 1,819 1,068 1,048
N in Non-sample Households n.a. 117 181 169 116
Total Individuals 15,0562 12,939 11,243 10,209
Eligible for Individual 10,418 9,048 7,902 7,255 6,620
Interview (¥)
Interviewed 9,904 8,631 7,488 6,868 6,324
% Individual Interviews 95% 94% 95% 95% 96%
Completed

Note: * In completed Households.

This shows that there has been a sizeable attrition between Waves 1 and
5. Of the original 14,585 sample individuals, only 56 per cent (8,182) were still
in completed Wave 5 households, with another 863 individuals having joined
the sample at some point in the intervening years. The main reason for
household non-response was refusal (ranging from 9 per cent of the eligible
sample in Wave 2 to 5 per cent in Wave 5). Among the newly generated
households, difficulties in obtaining forwarding addresses for those who
moved also contributed to the non-response rate. Given the relatively high
sample attrition rate, it was important to carefully check for any biases that
may be introduced if attrition is related to characteristics of households, such
as size, location, economic status and income. These checks were conducted in
the course of devising sample weights for the data in Waves 2 to 5, using
information on the households and individuals from the previous wave’s
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interviews. In general, the results are encouraging. Although there is an
association between non-response and changing address (which particularly
affects young, single householders), the overall impact on the sample structure
is slight. Although the attrition rate is relatively high, it has only a minor
impact on the sample distribution of household characteristics. In particular,
there is no evidence that households with specific characteristics related to the
measurement of poverty and income distribution have been selectively lost
from the sample.
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