
Estudos de Economia, val. x, n.' 2, Jan.-Mar., 1990 

INEQUALITY AND POVERTY. 
PORTUGAL COMPARED WITH GREECE, IRELAND AND SPAIN (*) 

Rudolf Teekens (* *) 

1 - Introduction 

Poverty in Portugal is extremely high, both if measured on the basis of 
relative or absolute poverty lines. This observation emerged from the first com
prehensive study on poverty in Portugal (Bruto da Costa, Silva, Pereirinha and 
Matos, 1985) and is confirmed by a recent comparative study carried out by 
Teekens and Zaidi (1989) on household budget data for the member States of 
the European Community. 

The organization of this paper is as follows. Chapter 2 reviews a number 
of basic concepts used in poverty analysis. In chapter 3 the income and ex
penditure data available from the household budget surveys are used for rela
tive poverty and inequality measurement in Portugal, Greece, Ireland and Spain, 
followed by an analysis where several socio-economic household classifications 
are considered and poverty incidences per household group are determined 
as a first attempt to identify so-called poverty groups. In chapter 4 the four 
countries will be compared on the basis of three alternative absolute poverty 
lines and the poverty incidence in Portugal will be decomposed into an excess 
inequality and an average welfare component. Finally, chapter 5 contains some 
concluding remarks. 

2 - Some concepts 

Absolute poverty 

At the turn of this century pioneering work in defining absolute poverty 
was done by Rowntree (1901 ). In his first study of poverty in York he consi
dered a family to be living in «primary» poverty [1] if its earnings «were insuffi
cient to buy the minimum necessaries for the maintenance of merely physical 
efficiency» (ibidem, 117). «Minimum necessaries» were calculated in absolute 
terms by estimating the protein and calorie requirements of families of differ
ent compositions. Those requirements were then translated into a minimum cost 

(*) This study draws on the results and the data base of an ISSAS research project com· 
missioned by EUROSTAT, the Statistical Office of the European Communities. 

(* *) The author is professor of Quantitative Socio-Economic Analysis at the Institute of So
cial Studies (ISS), The Hague. 
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diet, allowing for basic variety. To this expenditure on food was added a cer
tain minimum amount for clothing, fuel and other basic household sundries (ibi
dem, 129). As Rowntree recognised and as has been discussed in detail by 
Townsend (1954), Rein (1971) and others, the absolute subsistence standard 
involves conceptual and methodological difficulties such as: 

a) The determination of minimum necessaries or essential needs; and 
b) The quantitative assessment of the requirements. 

The concept of essential needs extends beyond the «bare physical)) needs 
for supporting life and includes, at least in contemporary studies, what are com· 
monly called «conventional)) or social needs and both are related to the social, 
moral, religious and economic norms of a particular country. Hence, the defini
tion of poverty becomes specific to each society, even though aspirations and 
norms may be dominated by the life style of the so-called «industrial society11. 

The difficulties involved in the quantitative assessment of the minimum re
quirements are manifold. With respect to nutrient requeriments, it is difficult 
to assess the amounts of energy required for persons of various ages, gender 
and with different types of work. Minimum clothing and housing needs depend 
on local circumstances. Minimum requirements for fuel and light depend on 
the nature of the housing and on the climate. Direct educational and medical 
service standards are also difficult to determine. Rowntree himself clearly recog
nised the difficulties involved in defining poverty or minimum living standards 
in absolute terms and progressively modified his original approach by introducing 
a relationship between budgets and people's customs. Townsend developed this 
approach by giving special prominence to the food expenditures of working class 
households. This line of thought was followed up by Orshansky (1965), Oshima 
(1977), Rao (1981} and Teekens (1988). Their approaches are related to the 
Engel coefficient, i. e., the proportion of income (or expenditure) spent on food 
by families of different compositions. This approach appears less arbitrary and 
subjective than estimates made by researchers on how much a household 
needs to spend on particular items, especially when these researchers come 
from a social class whose life style is quite different from that of the house
hold they are investigating. The choice of the poverty line will be considered 
in more detail in chapters 3 and 4. 

In conclusion, it can be said that minimum subsistence requirements are 
both dynamic and country (or society) specific and that the concept of abso
lute poverty is essentially normative because it refers to a certain scale of 
values which is associated with a life style. 

Relative poverty 
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The relative nature of poverty has long be recognised by Adam Smith: 

By necessaries I understand not only the commodities which are 
indispensable necessary for the support of life, but also, whatever the 



custom of the country renders, it indecent for creditable people, even 
of the lowest order, to be without. 

Also Marx referred to the fact that for the worker: 

The number and extent of his so-called necessary wants [ ... ] 
are themselves the product of historical development and depend, 
therefore, to a great extent on the degree of civilisation of a country. 

[Both quotations by Atkinson (1975, 189).] 
A definition of poverty which refers to the «customs» of a given country 

assumes that the average, median or modal income represents the economic 
indicator which corresponds to the needs of the dominant life style. A poverty 
threshold defined as a certain fraction of that income is assumed to correspond 
to the critical level below which it is impossible to play a meaningful part in 
that life style. This view is useful in correcting attempts to conceive of and 
measure poverty in absolute terms only, because it implies that poverty 
thresholds tend to rise as average living conditions improve. Action to combat 
poverty would therefore incorporate action to promote a more equitable distri
bution of income. In the low income countries, however, the alleviation of 
poverty should also include, as its most important element, action to promote 
growth of the average income, since a mere redistribution of income would 
leave almost everyone miserably poor. Hence the concept of «absolute» poverty 
is operational mainly for the countries or groups in the population that live be
low a minimum level of survival; it is only when everyone obtain that level that 
the relative concept becomes operational. 

In the last instance, therefore, the determination of relative poverty 
thresholds has to be based on an absolute criterion for establishing accepta
ble minimum standards of living or acceptable standards of inequality. The two 
concepts taken together appropriately express the conditions of deprivation in 
a certain society. «Absolute poverty» addresses itself to the mere non
satisfaction of essential needs, while <<relative poverty» stresses discrepancies 
between the bottom most part and the remainder of the <<social pyramid». 

In this way, the relative concept offers a means for relating poverty to 
the broader problem of inequity. Inequity in opportunities and in social wel
fare is not necessarily identical to inequality of incomes. It can be maintained 
that the latter can be decomposed into socially justifiable and acceptable com
ponents as well as unjustifiable and unacceptable components: inequity is 
present in the latter case. 

Inequality 

The measurement of inequity is a complex and statistically cumbersome 
operation (see also Pereirinha, 1988) and the usual way to circumvent these 
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difficulties is to use income or expenditure inequality as a proxy for inequity. 
This will also be done here, although it is realized that inequality is a poor and 
imprecise measure of inequity. 

The poverty concepts used in this paper 

This paper will be confined to the material aspect of poverty. Given this 
limitation, a poor person (or group of persons) will be understood as a person 
(or a group of persons) who enjoys a level of welfare below a certain threshold. 
One can go one step further and define poverty in terms of current consump
tion. It should be emphasised here that the concept of consumption is broader 
than the concept of expenditure, i. e., it comprises all goods and services at 
the disposal of the person (or group of persons) irrespectively of who finances 
them. This implies that consumption expenditure has a limited significance in 
poverty analysis since it does not account for public goods and services provid· 
ed for free, gifts and transfers in kind, the use of owner-occupied dwellings 
and durables, etc. Moreove.r this paper will concentrate on the household or 
the family as the unit of analysis. 

Poverty analysis would not be complete if one would only count the num
ber of poor according to some predetermined criterion. For policy purposes 
it is necessary to obtain some insight about the characteristics of poor house
holds. This would enable policy makers to direct poverty programmes to specific 
groups. Therefore attention is given to socio-economic characteristics and com
position of the household in as far this is possible given the information con
tained in the surveys. 

3 - Measurement of inequality and poverty 

The state of poverty of a household will be understood as an inadequate 
level of welfare of its members. Two problems need to be solved in order to 
make this definition operational. In the first place the welfare of household mem· 
bers needs to be quantified and secondly, after this has been achieved a choice 
has to be made with respect to the level of welfare below which a household 
is considered to be poor. 

This paper chooses for a narrow view on welfare: it will be measured by 
income or by expenditure. The reason to include not only household income 
but also household expenditure is a practical one: often income data are less 
reliable than expenditure data due to underreporting. 

Since the interest is on the resources available to household members, 
one should not use total household income or total household expenditure as 
a welfare measure but the income or expenditure available to the household 
members. As it is impossible to measure the intra household distribution of 
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resources,· one is forced to base the analysis on averages per household. 
A first obvious alternative would be per capita household income or household 
expenditure, i. e., total income (expenditure) of the household divided by the 
household size. Since this way of measurement takes into account neither the 
different n.eeds of the members of the household nor the possibility of econo
mies of scale, it is often argued to be inferior to the so-called household in
come (expenditure) per adult equivalent. Instead of dividing the household in
come (expenditure) by the household size, this measure is obtained by assigning 
to each household member a weight between zero and one and dividing the 
household income (expenditure) by the sum of these weights. This approach 
will also be followed in the present study. 

The choice of the so-called poverty line, i. e., the welfare level below which 
a household is considered to be poor is a fundamental and complex value judge
ment. It is argued that for inter country comparison the definition of a poverty 
line should be based on absolute rather than on relative welfare considera
tions. In other words a poverty line should be defined in such a way that house
holds with a welfare level above the poverty line should be able to satisfy, at 
a minimum level, a minimum number of essential needs. This approach to 
poverty is fundamentally different from the relative approach, where the poverty 
line is defined as a function of the nations average or median household in
come (expenditure), per capita or per adult equivalent. Incidences based on 
the latter method are basically measures of inequality and not of poverty in 
an absolute sense. 

In this paper use will be of a so-called European base line of level of liv
ing, a common poverty line, which will be applied subsequently in a two-level 
analysis: firstly the average country performance and secondly the intra coun
try performance. 

Before turning to the figures, the next section will discuss briefly the use 
of income and expenditure data from the family budget surveys for poverty 
measurement. 

Income vs expenditure data 

The choice of income or expenditure for poverty measurement is particu
larly important due to the fact that income data from family budget surveys 
is often unreliable due to underreporting and that income definitions vary from 
country to country. The recorded per capita household incomes and expendi
tures (averages for per capita expenditure deciles) are shown in figures A.1 
to A.4 in the annex. 

From these graphs it is immediately clear that income is strongly under 
estimated for Greece and Spain. These countries show for all but the last decile 
expenditure figures which are higher than the corresponding income figures. 
For the two other countries income seems under recorded only for low deciles. 
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It should be noted that although the requested income definition was that of 
disposable income, the Irish income figures are reflecting gross income. 

The picture for equivalent income and expenditure is essentially the same. 
If income tends to be stronger under estimated for low income groups than 
for the higher deciles, the average income tends to be less under estimated 
that incomes in the lower deciles, which would lead to over estimation of poverty 
incidence if income is used. 

Comparison of relative poverty lines and related incidences 

A number of alternative relative poverty lines have been calculated together 
with the associated poverty incidences. The poverty lines are relative, since 
they are all taken as an percentage of an average or median income (or ex
penditure) concept. 

In table 3.1 four different welfare measures have been used as a basis 
for the determination of the poverty lines: 

1) Per capita household income; 
i1) Per capita household expenditure; 

ii1) Household income per adult equivalent; 
iv) Household expenditure per adult equivalent. 

The adult equivalent scales are the ones recommended by OECD: 

First adult in household: 1.0; 
Each other adult: 0.7; 
Each child: 0.5. 

The poverty lines which are presented in table 3.1 are defined as 40 % 
and 50 % of mean income (expenditure) or of the median income (expendi
ture). The poverty incidences as presented in table 3.1 have been estimated 
on the basis of a three-parameter theoretical distribution function (see Teekens, 
1987) which has been fitted to the decile data. 

The data of table 3.1 can be analysed from different perspectives. In the 
first place we will compare the estimated poverty rates on the basis of the 
income measure with those on the basis of the expenditure measure. Second
ly, the outcomes on the basis of per capita measurement will be compared 
to those on the basis of adult equivalent units. Finally, the implications of the 
use of the mean versus the median will be analysed. 

If poverty rates calculated on the basis of income are compared to those 
based on expenditure, one can see that rates based on the income are higher 
than the rates based on the expenditure for Greece and Ireland and lower for 
Portugal and Spain. This observation holds true independently of the use of the 
mean or the median, independently of the percentage applied and independently 
of the choice of the per capita or the equivalent concept. A quick glance at 
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the figures A.1 to A.4 suggests that this phenomenon could be explained by 
the fact the for Greece and Ireland income is more under reported for higher 
income groups than for lower ones. 

The use of the adult equivalent scales results in poverty rates which are 
slightly lower than the rates which are obtained on the basis of the per capita 
approach. This observation holds both for income and expenditure. From figure 
3.1 it can be seen that the number of children per family does not vary signifi
cantly for the low income deciles, which explains the small differences in poverty 
rates if measured on a per capita basis compared to rates on an equivalent 
basis. The relation between the number of children and equivalent expenditure 
is more or less similar for Portugal, Greece and Spain, but Ireland shows a 
quite different pattern. The low income households in Ireland have almost twice 
as much children than the low income households in Portugal, Greece or Spain, 
whereas the number of children per household decreases rapidly with income. 

Next some observations will be made about the use of the mean and the 
median as the basis for a relative poverty line. All four countries have distribu
tions where the median is lower than the mean, implying that median-based 
relative poverty lines and rates are lower than the mean-based lines and rates. 
From a point of view of statistical inference one may prefer the sample medi
an as an estimator of central tendency rather than the mean since the latter 
is more sensitive to extreme observations. The use of the median may reduce 
considerably the estimated poverty rates. For example, equivalent expenditure 
based poverty rates move from around 20 % (50 % of mean) to around 13 % 
(50 % of median) for Greece and from 31 % (50 % of mean) to around 19 % 
(50 % of median) for Portugal. 

This chapter is concluded with a brief comparative analysis of the poverty 
incidences and the absolute number of poor households and persons on the 
basis of equivalent household expenditure. Table 3.2 shows the incidences for 
the poverty line: 50 % of the median. From this table one can see that Portu
gal has the highest poverty incidence (around 18 % ), followed by Spain (around 
14 %), Greece (around 13 %) and Ireland (around 11 %). If the poverty inci
dence in Portugal is translated into absolute figures, one observes that Portu
gal had in 1980 about half a million of poor households which is tantamount 
to about 1.8 million poor persons. 

Inequality 

As the poverty lines are relative, the percentages shown in table 3.2 tell 
us more about inequality than about poverty. This can be illustrated by com
paring the above incidences with the estimated Gini coefficients for the distri
bution of equivalent household expenditure. Portugal can be found at the high 
end with a Gini of 0.442, while Greece, Spain and Ireland show Gini's of 0.357, 
0.351 and 0.340, respectively. Indeed, Portugal shows an extremely high rate 
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of inequality even in comparison to three other low income countries (the high 
income countries in the European Community have Gini coefficients in the order 
of magnitude of 0.25). Figure 3.2, which shows the estimated Lorenz curves 
for the four countries, confirms the above observations. In this figure the Lorenz 
curves of Greece, Ireland and Spain are almost coinciding, while the one of 
Portugal is well below the others. The high poverty rates in Portugal are there
fore only partly due to the low average welfare level in Portugal and partly to 
the very high level of inequality. This statement will be substantiated by a simu
lation exercise in chapter 4. 

Towards an Identification of poverty groups 

In this section an illustration will be given how poverty groups may be iden
tified on the basis of the information from the family budget surveys. For this 
exercise the poverty line has been defined as 50 % of the median equivalent 
expenditure in each country. The data contained in the surveys give informa
tion on the income and expenditure situation of a number of socio-economic 
household groups. The tables 3.3.1 to 3.3.4 summarize the calculations for the 
four countries. At the top of these tables the applied poverty line is given both 
in national currency and in 1980 ECU's together with the poverty rate or inci
dence at national level. The first two columns of the tables give an indication 
of the average level of equivalent expenditure for each socio-economic group 
again both in national currency and in 1980 ECU's. Then the share of each 
group in the total sample population is given in the third column. The fourth 
column gives the poverty incidence per group, while the fifth column express
es this rate as a percentage of the national poverty rate. These relative poverty 
rates are particularly useful to inter country comparison. Finally, the sixth 
column gives the Gini coefficients for each socio-economic group. One may 
say that the higher a Gini is for a certain socio-economic group the less this 
group is welfare homogeneous. Not all countries have provided information 
about all classifications shown in the tables. Moreover, if for a subgroup the 
number of households was too small to make reliable estimates, the correspond
ing line has been left blank. 

For the breakdown according to socio-economic category of the head of 
the household (11 00) it should be noted that Ireland includes the unemployed 
in categories 1101 and 1102. If one concentrates on the relative poverty inci
dence, one sees immediately that for all countries which reported the non
manual workers score far below the national average. At the other end of the 
scale the unemployed score badly for all countries. The category «agricultural 
workers» is for all countries well above the national average, showing particu
larly high relative rates in Portugal. 

Classification 1200, type of household, shows much more heterogeneity 
between the several household groups than the preceding classification. Het-
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erogeneity also emerges if one compares the relative incidences between coun
tries. This is obviously due to large differences in social security regimes in 
the countries studied and to the fact that institutional households are not in
cluded in the samples while their relative weight in the population differs strongly 
from one country to another. Households with one person older than 64 are 
in most countries a vulnerable group, showing poverty rates which are about 
twice the national rate. Mono-parent households, which constitute between 
1.5 % (Greece) and 6.4 % (Ireland) of the population do not show rates signifi
cantly above the national average, contrary to some industrialized countries 
in the north of Europe. 

From the classification 1300, composition of households, it appears that 
larger households are more vulnerable than small households in all countries, 
the exception being the one-person households due to the age effect discussed 
in the previous paragraph. 

Classification 1400, economic situation of household members, shows that 
in all countries studied the households where both partner are economically 
active perform very well with poverty rates which are between 89 % (Ireland) 
and 4 % (Greece) lower than the respective national poverty rates, whereas 
Portugal shows a poverty rate for this category which about 50 % lower than 
its national rate. 

From the age groups of the head of the household, classification 1500, 
it can be seen that for all countries poverty rates increase with the age of the 
head of household, resulting in the elderly showing the highest poverty inci
dence for all countries. 

From classification 1700 it can be seen that in all countries female headed 
households are worse off than male headed households. The biggest differen
tial occurs in Ireland: poverty rates of 19.6 % (female) versus 9.6 % (male}, 
while Portugal shows rates of 24.5 % (female} and 17.3 % (male}. 

For all countries studied poverty shows a clear inverse relation with the 
level of education of the head of the household (see classification 1800). Final
ly, the sector of economic activity of the head of the household, classification 
1900, does not reveal other strong tendencies as to the level of poverty inci
dence than the ones analysed above, except that households with heads em
ployed in the (nongovernmental) services show low incidences. 

On the basis of this brief analysis, which took its starting point in the rather 
arbitrary definition of a poverty line based on 50% of the median equivalent 
expenditure of each country, the following conclusions can be drawn. High per
centages of poor are found in the following categories of households: 

Portugal: 

National average: 18.6 %; 

One-person households, 65 +: 35.6 %; 
Head of household without educational attainment: 28.6 %. 
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Greece: 

National average: 12.9 %; 
One-person households, 65 + : 25.6 %; 
Head of household without educational attainment: 23.7 %. 

Ireland: 

National average: 11.3 %; 
One-person households, 65 +: 27.9 %; 
Female headed households: 19.6 %. 

Spain: 

National average: 14.4 %; 
One-person households: 25.8 %; 
Head of household aged, 65 +: 24.0 %; 
Head of household without educational attainment: 26.6 %. 

Obviously, these figures are only indicative, but they provide already cer
tain directions in which further research should move. It is by investigating cer
tain combinations of household characteristics that a more precise identifica
tion of vulnerable groups can be obtained. 

This section is concluded with a warning about the strong likelihood of 
under representation of low income households in the family budget surveys. 
Hence the poverty incidences presented here are likely to be conservative. 

4 - Absolute poverty; three alternative lines 

The concept of a poverty line based on a certain percentage of the aver
age household income or expenditure of a country is much more related to 
relative inequality considerations than to the notion of level of living and is of 
little value for inter country comparison. 

Before embarking in an inter country comparison with respect to absolute 
poverty it may be useful to sketch a picture of the average performance of 
the countries under study. Table 4.1 shows for the four countries the mean 
and the median equivalent expenditure. They clearly confirm that there exist 
substantial differences in household welfare. Portugal finds itself at the bottom 
end of the scale, with a median equivalent expenditure of about 2000 1980 
ECU, followed by Spain (3600 ECU), Greece (3800 ECU) and Ireland, which 
shows a median of 3900 ECU. 

In this chapter a common poverty line will be defined in terms of house
hold expenditure per adult equivalent (equivalent expenditure). This common 
poverty line will then be used to evaluate the performance of the four coun
tries and to measure poverty within each country. 
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The food budget share and equivalent expenditure 

The method used here (see Teekens, 1989) to establish a common poverty 
line is based on a tendency first observed by the Prussian economist Ernst 
Engel in the nineteenth century, i. e., that budget shares of food vary with in
come. This relationship, commonly referred to as Engel's law, states that as 
income (or total consumption expenditure) increases the proportion of food ex
penditure in relation to total income (expenditure) decreases. 

(4.1) 

with: 

The functional form selected for the Engel curve is an iso-elastic function: 

ln(S) = ln(ai) + b.ln(E) 

S = budget share of food, at current prices; 
E = household consumption expenditure per adult equivalent at cur-

rent prices (national currency); 
ai = a country specific constant; 
b = common elasticity; 
In = naperian (natural) logarithm. 

The above function was estimated by weighted least squares for ten mem
ber States of the European Community using the decile averages for S and 
E and allowing the intercept ln(ai) to assume different values per country. The 
elasticity b is assumed common to all countries. 

There are a number of reasons why the intercepts vary from country to 
country: 

a) The equivalent expenditures in the regression are expressed in lo-
cal currencies and at current prices; 

b) The relative price levels of food differ from country to country; 
c) The field of observation varies from country to country and; 
d) The tastes differ between countries. 

On the basis of information ~:>n purchasing power parities for total con
sumption expenditure and for food expenditure the effects of a) and b) can be 
corrected. The food share can be expressed 1980 relative prices and the ex
penditure per adult equivalent can be expressed in 1980 ECU 's (see table A.1 ). 
The remaining variability of the intercepts should be attributed to the factors 
c) and d) above. The first factor of the two needs some further explanation. 
The choice of the commodities and services to be included in the consump
tion expenditure is for a majority of countries based on the national accounts 
concept of household consumption, but the actual determination of the field 
of observation with respect to consumer goods and services by the ten mem
ber States is not at all uniform. There may be differences in the way food con
sumption is measured, but also in the coverage of other items, particularly hous
ing and health services. If in country A the coverage of health services is more 
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extensive than in country B, it follows ceteris paribus that the measured food 
share in country A is lower than in country B. In the context of this study it 
is not possible to identify and measure the impact of these differences in 
coverage. 

An inspection of the country specific intercepts led to the hypothesis that 
a number of these constants may not be significantly different from each other. 
The test results at a 1 % and 5% significance level lead to the conclusion that 
for a number of countries the intercepts are not significantly different. This led 
to a final regression specification where the above mentioned countries were 
assumed to have equal intercepts. The results for the estimation of this specifi· 
cation are presented in table 4.2. From this table it is clear that the fit is good 
and that the t-values are satisfactory. 

We will take the remaining differences in the intercepts resulting from 
differences in coverage and tastes as given and use the fact that the empiri
cal evidence suggests that the elasticity in the Engel functions is the same 
for all the countries studied to derive a common Engel curve for the these coun
tries. Given the above mentioned differences in intercepts it would be incor
rect to pool the data of the ten countries to estimate a common Engel curve, 
since this would result in a biased estimator of the elasticity. Instead, the results 
from the regression are used to derive a common «European)) Engel curve which 
has the same elasticity as estimated before and an intercept which is a weight· 
ed average of the country specific intercepts, the weights being the population 
shares of the countries in the sample. The resulting equation is: 

(4.2) /n(S) = 4.0132-0.5338 * ln(E) 
(0.0267) (0.0139) 

(The figures in brackets are standard deviations.) 
It is this relation which will be used to make some illustrative exercises 

on a common European poverty line. 

Three alternative absolute poverty lines 

A better and more elaborate way to determine a poverty line from the food 
perspective is to identify basic nutrient groups and to translate them for each 
country into a minimum basket of commodities which should satisfy a basic 
level of nutritional requirements. This basket could then be valued on an adult 
equivalent basis and the poverty line could be found by applying the average 
food share coefficient of households experiencing the minimum nutritional in
take as defined above. As this diet information is not available at this moment 
the exercise will be based on hypothesised maximum food shares. 

The average standard food share (ASF) is here defined as the average 
food share for six countries measured at 1980 prices. The estimated relation 
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between the standard food share and equivalent expenditure as ·reported in 
equation (4.2) is then used to derive from the ASF the European poverty line 
(EPL) expressed in 1980 ECU's. Three alternative values of the ASF wlli be con
sidered: 30 %, 35 % and 40 %. The associated EPL's are: 

a) 30 %: 3150 ECU; 
b) 35 %: 2360 ECU; 
c) 40 %: 1840 ECU. 

The tables 4.3.1 to 4.3.3 show that the estimated national food shares as
sociated to these poverty lines show slight deviations from the ASF. The ta
bles also give the food shares in current prices, the poverty lines in national 
currency at current prices and the last column of these tables gives the poverty 
lines as percentage of the median equivalent expenditure in each country. 

From this column it can be seen that the EPL of 3150 ECU corresponds 
to about 80 % of the mean expenditure for Greece, Ireland and Spain and to 
155 % for Portugal. The Portuguese case is one where both the national mean 
and median are below the EPL of 3150 ECU. 

The second EPL of 2360 ECU corresponds for Greece, Ireland and Spain 
to 60 % of their median equivalent expenditure, Portugal showing a proportion 
of more than 100 %. For the third EPL the ordering is obviously the same. 

The tables 4.4.1 to 4.4.3 summarise the implied poverty incidence rates 
for households and for individuals for the three poverty lines. The tables also 
provide information about absolute number of poor. The last two columns give 
the poverty intensity and a poverty index for households. The last two concepts 
are defined as follows: 

Poverty intensity - the difference between the average income of the 
poor and the poverty line as a percentage of that poverty line; 

Poverty index - the product of the poverty intensity and the poverty 
incidence. 

The poverty intensity tells us something about «how poor>> the poor are, 
but it is insensitive to the number of poor, hence it should be used in conjunc
tion with the head-count measure, the incidence or, alternatively, be multiplied 
with it (the poverty index) in order to grasp both aspects: the extension and 
the intensity of poverty, although this index does not take into account the ine
quality among the poor. 

From the tables 4.4.1 to 4.4.3 it can be concluded that Ireland has the 
lowest poverty index irrespectively of the choice of the poverty line, followed 
by Greece and Spain. The poverty index for Portugal is extremely high (four 
to nine times as high as the Irish index, depending on the poverty line chosen). 

The poverty rates and indices shown in the tables 4.4.1 to 4.4.3 are so 
high that one may question the realistic value of the chosen absolute poverty 
lines. It seems worthwhile, therefore, to quote a few poverty rates for the in-
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dustrialised north European countries. The poverty line of 3150 1980 ECU (ta
ble 4.4.1) gives rise to poverty rates in these countries of 8% to 20 %, for 
the 2360 ECU line (table 4.4.2) this range is 2% to 10% and for the 1840 
ECU line (table 4.4.3) the industrialized countries of the north show poverty in
cidences between 0.5% and 4%. 

Simulating less inequality in Portugal 

This chapter is concluded with a simulation exercise. As noted before, Por
tugal's high poverty incidence is due to two factors: its low average level of 
welfare and its very skewed income (or expenditure) distribution. In order to 
determine to which extent the inequality in Portugal contributes to its high 
poverty incidence, the distribution of equivalent household expenditure in Por
tugal is simulated to have the same shape as the corresponding distribution 
in, say, Spain. The mean of the distribution will of course be kept at its original 
value. The outcome of this exercise, which has been applied to the three ab
solute poverty lines, enables to decompose the present observed poverty inci
dence in Portugal into a component which can be attributed to the fact that 
inequality in Portugal is much higher than in comparable countries (in casu 
Spain) and a component related to the average level of welfare. 

The results of this simulation have been presented in table 4.5. It is obvi
ous that for the high poverty line of 125 cantos (equivalent to 125,000 escu
dos) the effect of excess inequality is limited, since more than 75 % of the 
households are under this line and inequality is in this case merely inequality 
among the poor. The exercise for the poverty line of 73 cantos is more illus
trative in this respect. Here it can be seen from table 4.5 that of the incidence 
of 40 % more than 10 % can be attributed to excess inequality. In other words, 
if the distribution of equivalent household expenditure in Portugal would show 
the same inequality as in Spain but with its present average welfare level un
changed, Portugal would count «only» 30% poor households instead of the 40 % 
observed. In absolute term this would mean a reduction from about 5 million 
persons in poverty (as observed) to about 4 million persons only through a reduc
tion of inequality to levels comparable to Spain (and Greece and Ireland for 
that matter). 

5 - Concluding remarks 

For a poverty line to make sense in a low income country, it is necessary 
to base it on some absolute welfare criterion. If the average disposable house
hold income of a country is not sufficient to finance a number of essential 
household needs, it is of no use to define a poverty line at the level of 40 % 
or 50 % of the average, unless one desires to analyse inequality. 
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For inter country comparison poverty related to the country's average 
household income or expenditure do not make much sense either. For this pur
pose a common poverty line based on some absolute welfare consideration 
and corrected for price differences between countries is a better alternative. 

The statement that poverty in Portugal would be reduced from 40 % to 
30 % if the inequality in this country were to be reduced to the level of Spain, 
Ireland or Greece is not only from an analytical point of view interesting, it also 
has an important political bearing. It would be naive to assume that the present 
inequality in Portugal could be removed without fundamental changes in the 
productivity of certain sectors and the structure and mode of production. 
A powerful instrument to induce these necessary changes, particularly in low 
income countries, may be growth, provided that the government creates the 
conditions which will facilitate the full participation of the poor segments of the 
population in this growth process. Fragmented information concerning the 
growth pattern of the last ten years in Portugal and its adverse impact on in
come distribution and poverty seems to suggest that these conditions have not 
yet been created. 
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TABLE 3.1 

Alternative poverty lines and related rates (Incidences) for the three countries 
(monetary values In OOO's national currency) 

Per capita Per capita Equivalent Equivalent 
income expenditure income expenditure 

Definition 
poverty line 

Line Rate Line Rate Line Rate Line Rate 

Portugal 1980 
40% of the mean ..... 34.07 11.9% 31.38 20.4% 45.77 11.4% 42.15 20.2% 
50% of the mean 42.59 20.6% 39.23 31.1% 57.21 19.6% 52.69 31.1% 
40% of the median .... 29.93 8.5% 25.40 12.9% 38.86 7.4% 32.30 11.1% 
50% of the median .... 37.41 15.1% 31.75 20.9% 48.58 13.2% 40.38 18.5% 

Greece 1982 
40% of the mean .... 63.46 16.4% 87.75 12.7% 80.23 14.7% 110.91 11.6% 
50% of the mean ... 79.32 25.2% 109.69 22.2% 100.29 22.5% 138.64 20.4% 
40% of the median ... 50.00 10.0% 71.14 7.1% 66.21 10.0% 92.28 6.9% 
50% of the median .. 62.50 15.9% 88.92 13.2% 82.76 15.6% 115.35 12.8% 

Ireland 1980 

40% of the mean 0.90 17.2% 0.82 12.2% 1.08 15.1% 1.03 10.2% 
50% of the mean 1.12 28.3% 1.02 22.3% 1.35 25.3% 1.29 18.4% 
40% of the median ... 0.65 7.3% 0.64 5.8% 0.87 8.6% 0.86 6.0% 
50% of the median .... 0.81 13.3% 0.80 11.5% 1.09 15.4% 1.07 11.3% 

Spain 1980 
40% of the mean ..... 81.20 11.2% 93.60 12.8% 128.00 9.4% 128.00 11.9% 
50% of the mean ..... 101.50 19.7% 117.00 21.8% 160.00 17.5% 160.00 20.3% 
40% of the median .... 74.40 8.8% 83.20 9.4% 97.20 4.1% 110.40 8 .. 2% 
50% of the median .... 93.00 15.9% 104.00 16.6% 121.50 8.1% 138.00 14.4% 

TABLE 3.2 

Poverty In relative and absolute numbers 
(poverty line: 50% of the median equivalent expenditure) 

Poverty line 
Total num- Number of Size of Number of 

Country ber of Poverty households poor hou- persons households rate 
(millions) National 1980 in poverty seholds in poverty 

currency ECU's (OOO's) 

Portugal 1980 ....... 2.89 40.38 1019 18.5% 534,043 3.4 1,815,747 
Greece 1982 . . . . . . ... 2.99 115.35 1905 12.8% 383,647 3.4 1,304,399 
Ireland 1980 . . . . . . . .. 0.9 1.07 1957 11.3% 101,286 3.6 364,630 
Spain 1980. . . . . . . 10.53 138.00 1800 14.4% 1,513,582 3.7 5,600,254 
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TABLE 3.3.1 

Welfare and poverty Indicators for various socio-economic classifications 
(poverty line equal to 50% of the median equivalent household expenditure) 

Country: Portugal. 
Year: 1980. 
Poverty line: 40.38 (OOO's national currency). 

1019 (1980 ECU's). 

National poverty rate: 18.6 %. 
Purchasing power parity: 39.63 (1980 ECU's). 

Socio-economic classifications 

1100 - Socio-economic category head: 

1101 - Manual workers industry/servi-
ces . . . . . . . . . . . . . ......... 

1102 - Non-manual workers ....... 
1103- Self employed industry/services 
1104 - Farmers/agricultural workers 
1105 - Unemployed ..... . . . . . . . . . 
1199 - Other (redefined) ... . . . . . . . 

1200 - Type of household: 

1201 -One person, less than 65. .. 
1202 - One person, 65 or more .... 
1203- Couple, no children ..... ... 
1204 - Couple+ 1 child ...... ..... 
1205 -Couple+ 2 children .... . . . . 
1206- Couple+ 3 children .... . . . . 
1207 - Couple+ 4 children or more 
1208- Mono-parent household ..... 
1299- Other households (redefined) 

1300 - Composition of households: 

1301- 1 member ..... . 
1302 - 2 members . . . . . ..... . 
1303 - 3 members . . . . . . . . . ... . 
1304 - 4 members .............. . 
1305 - 5 members . . . . . . .. 
1306 - 6 members or more 

1400 - Economic situation of members: 

1401 -Only head of h.h. economic 

Mean equivalent 
expenditure 

National 
currency 
(OOO's) 

98.1 
148.7 
119.6 

73.8 
-

108.4 

132.7 
64.8 

113.5 
130.5 
122.5 
95.3 
68.4 
94.5 
95.2 

93.3 
110.5 
124.6 
117.6 
97.7 
73.2 

1980 
ECU"s 

2475 
3752 
3017 
1861 

-
2735 

3348 
1636 
2864 
3292 
3091 
2405 
1726 
2384 
2402 

2354 
2789 
3143 
2967 
2465 
1847 

active . . . . . . . . . . . . . . . . . . . . 1 09.5 2763 
1402- Head and spouse economic 

active. . . . . . . . . . . . . . . . . . 153.2 3867 

Population Poverty 
Gini share rate 

coefficient (%) (%) 

20.6 12.1 0.349 
13.5 5.8 0.418 

9.1 13.0 0.443 
19.0 23.5 0.344 

- - -
37.1 24.2 0.503 

4.5 25.5 0.591 
6.3 35.6 0.383 

21.4 17.0 0.450 
16.9 10.0 0.428 
15.0 10.0 0.428 
5.7 19.5 0.425 
5.1 29.7 0.355 
6.1 18.7 0.400 

18.9 18.3 0.401 

10.9 33.3 0.517 
26.6 17.7 0.447 
22.4 11.3 0.433 
20.1 11.4 0.419 
10.2 17.0 0.403 
9.9 29.4 0.385 

33.7 14.2 0.414 

17.6 9.1 0.466 
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Mean equivalent 
expenditure 

1----r---- Population 
Socio-economic classifications 

1403 - Head, spouse+ others economic 
active ........................ . 

1499 - Other . . . . . . . . . . . . . . . . . . . . . . .. 

National 
currency 

(OOO's) 

88.1 
83.8 

1980 
ECU's 

2223 
2115 

1500- Age group head of the household: 

1501 -Aged 0·17 ............... . 
1502 - Aged 18-24 .............. . 
1503 - Aged 25-44 .............. . 
1504 - Aged 45-64 .............. . 
1505 - Aged 65 and over ........ . 

121.5 
122.6 
101.4 
79.6 

3065 
3093 
2559 
2008 

1700 - Sex head of household: 

1701- Male ............ . 
1702 - Female .................. . 

107.3 
94.0 

2707 
2371 

1800 - Educational attainment head: 

1801 -None .................. . 
1802 - Primary ................ . 
1803 - Secondary ............... . 
1804- Higher .................. . 

68.2 
102.2 
182.3 
253.7 

1720 
2579 
4599 
6402 

1900 - Economic activity head: 

1901 -Agriculture............... 73.3 1850 
1902- Manufacturing industry. . . . . 108.2 2730 
1903 - Construction . . . . . . . . . . . . . . 94.9 2396 
1904- Government services . . . . . . . 149.9 3782 
1905 - Other services . . . . . . . . . . . 146.7 3702 
1999- None . .. . . . . . . . . . . . . .. . . . 84.1 2121 
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share 
(%) 

4.7 
44.0 

1.7 
31.7 
42.2 
24.2 

80.1 
19.9 

34.7 
51.3 
10.7 
3.3 

18.5 
15:0 
7.3 

11.9 
15.5 
31.8 

Poverty 
rate 
(%) 

20.5 
22.7 

10.9 
14.2 
16.5 
26.9 

17.3 
24.5 

28.6 
12.2 

2.1 
0.6 

23.8 
10.5 
17.1 
9.0 
7.1 

24.4 

Gini 
coefficient 

0.395 
0.387 

0.431 
0.458 
0.416 
0.400 

0.439 
0.450 

0.347 
0.371 
0.420 
0.268 

0.345 
0.361 
0.396 
0.473 
0.446 
0.402 



TABLE 3.3.2 

Welfare and poverty Indicators for various soclo·economlc classifications 
(poverty line equal to 50% of the median equivalent household expenditure) 

Country: Greece. 

Year: 1982. 

Poverty line: 115.35 (ODD's national currency). 

1905 (1980 ECU's). 

National poverty rate: 12.9 %. 

Purchasing power parity: 60.5567 (1980 ECU's). 

Socio-economic classifications 

1100 - Socio-economic category head: 

1101 -Manual workers industry/ser-
vices .................... . 

11 02 - Non-manual workers ....... . 
1103- Self employed industry/services 
1104- Farmers/agricultural workers .. . 
1105 - Unemployed .............. . 
1199 - Other (redefined) .......... . 

1200 - Type of household: 

1201 -One person, less than 65 .. . 
1202- One person, 65 or more ... . 
1203- Couple, no children ........ . 
1204 - Couple+ 1 child ........... . 
1205 - Couple+ 2 children ........ . 
1206 - Couple + 3 children ........ . 
1207 -Couple+ 4 children or more .. . 
1208 - Mono-parent household .... . 
1299- Other households (redefined) 

1300 - Composition of households: 

1301 - 1 member .............. . 
1302 - 2 members ............. . 
1303 - 3 members .............. . 
1304 - 4 members .............. . 
1305 - 5 members 
1306 - 6 members or more ....... . 

1400 - Economic situation of members: 

1401 - Only head of h. h. economic 

Mean equivalent 
expenditure 

National 
currency 

(OOO's) 

423.5 
222.0 
280.2 
323.9 
282.5 
234.1 

328.2 
255.5 

328.3 
288.6 
294.9 
276.6 
227.8 
196.2 

1980 
ECU's 

6994 
3666 
4627 
5348 
4665 
3866 

5419 
4218 

5422 
4765 
4870 
4568 
3761 
3240 

active . .. .. .. .. .. .. .. .. . . . 289.1 4774 
1402- Head and spouse economic 

active . . . . . . . . . . . . . . . . . . 304.8 5033 

Population 
share 
(%) 

5.3 
4.7 

18.5 
9.3 

14.5 
4.3 

1.5 
41.0 

10.0 
24.3 
21.3 
25.7 
11.8 
6.9 

42.0 

14.6 

Poverty Gini 
rate coefficient 
(%) 

7.1 
25.6 
18.5 
8.2 
7.3 

11.8 

3.3 
13.4 

18.0 
18.0 
9.3 
8.2 

14.1 
22.7 

10.1 

12.4 

0.445 
0.379 
0.415 
0.377 
0.313 
0.296 

0.356 
0.325 

0.463 
0.423 
0.344 
0.301 
0.289 
0.303 

0.354 

0.389 
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Mean equivalenl 
expendilure 

Socio-economic classifications 
Population Poverty Gini 

National 
share rate coefficient 

1980 (%) (%) 
currency ECU's (OOO's) 

1403- Head, spouse +others econo· 
mic active .. . . ...... . . . . . .. 263.3 4348 3.5 12.3 0.329 

1499 - Other ...... . . . . . . . . ... . . . 256.0 4227 39.9 16.0 0.351 
1500 -Age group head of the household: 

1501 -Aged 0·17 ...... ... . . . . . . . . - - - - -
1502 - Aged 18·24 .. ............ . . 314.0 5185 2.3 2.2 0.334 
1503 - Aged 25·44 ... . . . . ...... . . . 301.3 4975 36.3 9.6 0.365 
1504 - Aged 45·64 . . . ....... . ... . . 280.2 4626 40.0 11.2 0.342 
1505 - Aged 65 and over . ....... 226.9 3747 21.3 22.9 0.367 

1700 - Sex head· of household: 

1701- Male ...... . . . . . . . .... 276.3 4563 85.6 12.5 0.353 
1702 - Female .. ...... . . . . . . . .. 282.9 4672 14.4 15.6 0.383 

1800 - Educational attainment head: 

1801 -None. ........... . . . ...... 201.0 3320 20.9 23.7 0.319 
1802- Primary ... ... ... ' .... . . . . . 250.5 4137 51.8 12.3 0.319 
1803 - Secondary .. . . . . . . . . . ... 359.2 5931 17.8 3.5 0.332 
1804- Higher ....... ......... . . . 436.8 7213 9.5 1.8 0.314 

1900 - Economic activity head: 

1901 -Agriculture .... . . . . . . . . . . . . 208.4 3441 15.6 20.8 0.313 
1902 - Manufacturing industry ...... 285.1 4708 15.7 7.9 0.326 
1903 - Construction .............. 243.4 4020 7.8 12.7 0.327 
1904 - Government services ..... - - - - -
1905 - Other services .. . . . . . . . . 340.5 5623 31.0 6.1 0.352 
1999- None ..................... - - - - -
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TABLE 3.3.3 

Welfare and poverty indicators for various socio-economic classifications 
(poverty line equal to 50% of the median equivalent household expenditure) 

Country: Ireland. 

Year: 1980. 

Poverty line: 1.072 (OOO's national currency). 

1960 (1980 ECU's). 

National poverty rate: 11.3 %. 

Purchasing power parity: 0.5468 (1980 ECU's). 

Socio·economic classifications 

1100- Socio-economic category head: 

1101 - Manual workers industry/ser-

vices .............. . 

11 02 - Non-manual workers ..... . 

1103- Self employed industry/services 

1104- Farmers/agricultural workers 

1105 - Unemployed .............. . 

1199- Other (redefined) ........ . 

1200 - Type of household: 

1201 -One person, less than 65 

1202- One person, 65 or more 

1203 -Couple, no children ........ . 

1204 - Couple+ 1 child ........... . 

1205 - Couple+ 2 children .... 

1206 -Couple+ 3 children ...... . 

1207 -Couple+ 4 children or more 

1208 - Mono-parent household 

1299 - Other households (redefined) ... 

1300 - Composition of households: 

1301 - 1 member ............. . 

1302 - 2 members ........... . 

1303 - 3 members 

1304 - 4 members .............. . 

1305 - 5 members .............. . 

1306 - 6 members or more ..... . 

Mean equivalent 
expenditure 

1---.,------J Population 

National 
currency 

(OOO's) 

2.4 

3.3 

3.0 

2.2 

2.1 

3.4 

1.9 

3.0 

3.0 

2.4 

2.2 

1.9 

2.6 

2.7 

2.9 

2.9 

2.6 

2.4 

2.1 

1980 
ECU's 

4316 

5944 

5560 

4078 

3859 

6145 

3475 

5395 

5486 

4407 

4078 

3383 

4792 

4883 

5230 

5340 

4737 

4426 

3822 

share 
(%) 

22.5 

29.1 

6.8 

17.9 

23.6 

8.6 

7.8 

12.2 

5.9 

10.0 

7.3 

6.4 

40.7 

16.4 

20.5 

13.6 

16.8 

12.9 

19.8 

Poverty Gini 
rate coefficient 
(%) 

9.9 

3.7 

7.6 

13.5 

20.7 

12.5 

27.9 

11.6 

2.2 

4.7 

6.9 

20.9 

9.7 

25.4 

13.3 

5.3 

5.8 

7.0 

14.1 

0.293 

0.322 

0.369 

0.311 

0.350 

0.443 

0.366 

0.400 

0.286 

0.252 

0.252 

0.299 

0.321 

0.490 

0.390 

0.324 

0.275 

0.273 

0.291 
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Socio-economic classifications 

1400 - Economic situation of members: 

1401 -Only head of h. h. economic 
active ................... . 

1402- Head and spouse economic 
active ................... . 

1403 - Head, spouse+ others econo-
mic active ............... . 

1499- Other .................... . 

1500 - Age group head of the household: 

1501- Aged 0-17 ................ . 
1502 - Aged 18-24 ............... . 
1503 - Aged 25-44 ............... . 
1504 - Aged 45-64 ............... . 
1505 - Aged 65 and over ......... . 

1700 - Sex head of household: 

1701- Male .................... . 
1702 - Female .................. . 

1800- Educational attainment head: 

1M1-Nooe .................... . 
1802- Primary .................. . 
1803 - Secondary ................ . 
1804- Higher ................... . 

1900 - Economic activity head: 

1901 -Agriculture ............... . 
1902- Manufacturing industry ..... . 
1903 - Construction .............. . 
1904 - Government services ....... . 
1905 -Other services ............ . 
1999- None .................... . 
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Mean equivalent 
expenditure 

f---.----; Population 

National 
currency 

(OOO's) 

2.5 

3.9 

2.4 

3.5 
2.7 
2.7 
2.1 

2.6 
2.6 

2.2 
2.7 
2.5 
3.2 
3.1 
2.1 

1980 
ECU's 

4609 

7096 

4298 

6364 
4883 
4901 
3877 

4700 
4828 

4097 
4865 
4517 
5779 
5688 
3859 

share 
(%) 

54.6 

7.5 

35.7 

4.5 
39.3 
33.5 
22.7 

82.1 
17.9 

18.0 
18.1 
9.2 
7.5 

23.7 
23.5 

Pover1y 
rate 
(%) 

9.9 

2.4 

15.1 

3.9 
8.7 
8.3 

21.6 

9.8 
19.6 

12.2 
6.1 

14.0 
4.9 
5.5 

21.7 

Gini 
coefficient 

0.325 

0.319 

0.331 

0.319 
0.331 
0.319 
0.362 

0.325 
0.422 

0.296 
0.302 
0.361 
0.324 
0.340 
0.359 



TABLE 3.3.4 

Welfare and poverty Indicators for various socio-economic classification 
(poverty line equal to 50% of the median equivalent household expenditure) 

Country: Spain. 

Year: 1980. 

Poverty line: 138 (OOO's national currency). 

1799 (1980 ECU's). 

National poverty rate: 14.4%. 

Purchasing power parity: 76.69 (1980 ECU's). 

Socio-economic classifications 

1100- Socio-economic category head: 

1101 -Manual workers industry/ser-

vices .................... . 

1102 - Non-manual workers ....... . 

1103 - Self employed industry/services 

1104- Farmers/agricultural workers . 

1105 - Unemployed .............. . 

1199 - Other (redefined) .......... . 

1200- Type of household: 

1201 -One person, less than 65 ... 

1202- One person, 65 or more 

1203- Couple, no children .... . 

1204 - Couple+ 1 child ........... . 

1205 -Couple+ 2 children ........ . 

1206 -Couple+ 3 children ...... . 

1207 -Couple+ 4 children or more 

1208 - Mono-parent household .... . 

1299 - Other households (redefined) .. . 

1300 - Composition of households: 

1301 - 1 member . . . . . . . . . .. 

1302 - 2 members .............. . 

1303 - 3 members .............. . 

1304 - 4 members 

1305 - 5 members 

1306 - 6 members or more ....... . 

Mean equivalent 
expenditure 

National 
currency 
(DOD's) 

347.0 

349.0 

363.0 

341.0 

309.0 

261.0 

1980 
ECU's 

4525 

4551 

4733 

4446 

4029 

3403 

Population 
share 
(%) 

8.1 

21.5 

18.4 

22.9 

14.9 

14.3 

Poverty Gini 
rate coefficient 
(%) 

25.8 

17.8 

10.1 

8.0 

11.3 

18.4 

0.491 

0.420 

0.341 

0.307 

0.309 

0.312 
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Mean equivalenr 
expenditure 

Socio-economic classifications Population Poverty Gini 
share rare coefficient National 1980 (%) (%) currency ECU's (DOD's) 

1400 - Economic situation of members: 

1401- Only head of h. h. economic 
active ..... . . . . . . . . . . . . . . . 336.0 4381 44.0 10.7 0.334 

1402- Head and spouse economic 
active ........... . . . . . . . . . 437.0 5698 8.6 6.8 0.362 

1403- Head, spouse+ others ecqno-
mic active ........ . . . . . . . . 304.0 3964 2.4 12.1 0.291 

1499 - Other ..................... 283.0 3690 45.1 18.7 0.346 

1500- Age group head of the household: 

1501 -Aged 0-17 .... . . . . . . . . . . ... - - - - -
1502-Aged 18-24 ... . . . . . . ...... 349.0 4551 2.3 10.7 0.355 
1503 - Aged 25-44 .... . . . . . ' . . .... 341.0 4446 34.5 10.7 0.342 
1504 - Aged 45-64 .... . . . . . . . . . . .. 317.0 4134 42.8 13.2 0.338 
1505 - Aged 65 and over .. . . . . .... 274.0 3573 20.4 24.0 0.381 

1700 - Sex head of household: 

1701- Male ...... . . . . . . ......... 321.0 4186 86.0 13.4 0.344 
1702 - Female ......... . . . . . . . . . . 316.0 4120 14.0 20.7 0.405 

1800 - Educational attainment head: 

1801- None ...... ............... 232.0 3025 32.3 26.6 0.328 
1802 - Primary ... . . . . . . . ..... . . .. 311.0 4055 47.7 9.8 0.299 
1803 - Secondary ... . . . . . . . . . . ... 438.0 5711 13.1 2.6 0.310 
1804- Higher .... . . . . . . . ....... 559.0 7289 6.8 1.1 0.332 

1900 - Economic activity head: 

1901 -Agriculture .... . . . . . . . . .... - - - - -
1902- Manufacturing industry ...... - - - - -
1903 - Construction ............... - - - - -
1904 - Government services .... .... - - - - -
1905 - Other services ........ ..... - - - - -
1999- None ................ ..... - - - - -
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TABLE 4.1 

Median and mean equivalent household expenditure compared for the four countries 

Median 

Country Year 
National 1980 National 
currency ECU's 

currency 
(OOO's) (OOO's) 

Portugal ............ ......... 1980 80.76 2038 105.38 
Greece ............. . . . . . . . 1982 230.69 3809 277.28 
Ireland .. . . . . . .... . . . . . . . . . . . 1980 2.14 3913 2.58 
Spain .. ..... ' .... . .. . ....... 1980 276.00 3599 320.00 

TABLE 4.2 
Model fitting results for In (FSSO) 

Independent variable Coefficient Standard error 

In (EEecu80) ............................ -0.5338 
dum. BE+dum. DK ................. . . . . 3.8365 
dum. FR+dum. GR ....... ' ............. 4.1428 
dum. GE +dum. NL . . . . . . . . . ....... . . . . 3.6627 
dum. 
dum. 

IR+dum. PO ................ ....... 4.0174 
IT +dum. SP . . . . . . . . ......... ..... 4.2899 

R - SQ. (ADJ.)= 0.9994; SE = 0.141553; MAE= 0.107033. 
Weighted regression, 100 observations fitted. 
Notes: 

FS80 = food budget share in 1980 relative prices. 

0.0139 
0.0347 
0.0279 
0.0273 
0.0241 
0.0283 

Mean 

-

EEecu80 = household expenditure per adult equivalent in 1980 ECU's. 
dum. . . = dummy variable for country specific constant. 

TABLE 4.3.1 

1980 
ECU's 

2659 
4579 
4718 
4173 

t·value 

38.43 
110.64 
148.25 
134.12 
166.63 
179.93 

Absolute poverty lines (In current prices and as proportion of the median) and the 
associated food shares In four countries based on a standard food share of 30% 

implying a common poverty line of 3150 1980 ECU's annual expenditure per adult equivalent 

Food shares ( %) 
in relative prices of 

Absolute Median equivalent Poverty line 
Country Year poverty lines expenditure as percentage 

in OOO's of in OOO's of 
national currency national currency of median 

1980 Current 

Portugal .. . . . ....... 1980 30.1 33.8 124.83 80.8 155 
Greece ....... ...... 1982 34.1 37.8 190.75 230.69 83 
Ireland ... . . . . . . . . . . 1980 30.1 30.7 1.72 2.14 80 
Spain . . . . . . . . . . .... 1980 39.5 38.5 241.57 276.0 88 
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TABLE 4.3.2 

Absolute poverty lines (In current prices and as proportion of the median) and the 
associated food shares In four countries based on a standard food share of 35% 

Implying a common poverty line of 2360 1980 ECU's annual expenditure per adult equivalent 

Food shares ( %) 
in relative prices of 

Absolute Median equivalent Poverty line 
Country Year poverty lines expenditure as percentage in OOO's of in OOO's of 

national currency national currency of median 
1980 Current 

Portugal . ........... 1980 35.1 39.4 93.53 80.8 116 
Greece .. ........... 1982 39.8 44.1 142.91 230.69 62 
Ireland ............. 1980 35.1 35.9 1.29 2.14 60 
Spain . . . . . . . ....... 1980 46.1 44.9 180.99 276.0 66 

TABLE 4.3.3 

Absolute poverty lines (In current prices and as proportion of the median) and the 
associated food shares in four countries based on a standard food share of 40% 

Implying a common poverty line of 1840 1980 ECU's annual expenditure per adult equivalent 

Food shares ( %) 
in relative prices of 

Absolute Median equivalent Poverty line 
Country Year poverty lines expenditure as percentage in OOO's of in OOO's of 

national currency national currency of median 
1980 Current 

Portugal .. ... . . . . . .. 1980 40.1 45.0 72.92 80.8 90 
Greece ... . . . . . . . ... 1982 45.5 50.3 111.42 230.69 48 
Ireland ... . . . . . . . ... 1980 40.1 41.0 1.01 2.14 47 
Spain ......... . . . . . 1980 52.7 51.3 141.11 276.0 51 

TABLE 4.4.1 

Poverty Indicators for four countries for an common absolute poverty line 
of 3150 1980 ECU's annual expenditure per adult equivalent 

Households Individuals Households 

Country Year 
Poverty Number Poverty Number Poverty Poverty 

rate of poor rate of poor intensity index 
(%) (OOO's) (%) (OOO's) (%) (X 100) 

Portugal .... . . . . . . . . . . . 1980 77.7 2302.2 77.7 7597.2 49.4 38.39 
Greece .. . . . ........... 1982 39.8 1142.1 41.0 3883.1 30.8 12.25 
Ireland .. ....... . . . . . .. 1980 35.3 316.0 34.0 1134.6 29.5 10.40 
Spain ....... ....... . . . 1980 45.1 4569.8 45.4 16999.6 33.0 14.88. 
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TABLE 4.4.2 

Poverty Indicators for four countries for an common absolute poverty line 
of 2360 1980 ECU's annual expenditure per adult equivalent 

Households Individuals Households 

Country Year 
Poverty Number Poverty Number Poverty Poverty 

rate of poor rate of poor intensity index 
(%) (OOO's) (%) (OOO's) (%) (X 100) 

Portugal ............... 1980 64.4 1909.1 64.4 6299.9 42.3 27.23 
Greece ......... ....... 1982 22.0 629.6 22.6 2140.8 27.4 6.02 
Ireland ......... . . . . . . . 1980 18.4 165.3 17.8 593.3 26.7 4.92 
Spain .......... . . . . . . . 1980 26.6 2693.7 26.8 10020.4 29.6 7.86 

TABLE 4.4.3 

Poverty Indicators for four countries for an common absolute poverty line 
of 1840 1980 ECU's annual expenditure per adult equivalent 

Households Individuals Households 

Country 

Portugal ............... 
Greece ... ..... . . . . . . . . 
Ireland. . . . . . . . ........ 
Spain ..... .... . . . . . . . . 

Year 
Poverty Number Poverty 

rate of poor rate 
(%) (OOO's) (%) 

1980 50.2 1487.5 50.2 
1982 11.7 335.4 12.1 
1980 9.6 85.9 9.3 
1980 15.2 1538.0 15.3 

TABLE 4.5 

Results simulation exercise 
(Portugal, 1980) 

Poverty line (cantos per adult equivalent) 
Observed 

poverty rate 
(%) 

125 ....... . 
94 ...... . 
73 ....................... . 

77.7 
64.4 
50.2 

Number Poverty Poverty 
of poor intensity index 
(OOO's) (%) (X100) 

4908.8 37.4 18.79 
1140.3 25.9 3.03 
308.5 25.5 2.44 

5721.2 27.9 4.24 

Attributable to 

Excess Welfare 
inequality level 

(%) (%) 

3.0 74.7 
7.9 56.5 

11.2 39.0 

Note. - For the determination of excess inequality Spain has been taken as a reference point. 
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TABLE A.1 

Purchasing power parities for the four countries 

Country Year PPE 80 PPF 80 PE PF PPE RE PPF RE RFP RE 

Portugal ........... 1980oc 38.6400 43.3600 102.6 102.4 39.63 44.42 1.121 
Greece .. .......... 1982ap 41.1670 43.2740 147.1 154.9 60.5567 67.0314 1.107 
Ireland . ........... 1980jl 0.5468 0.5583 100.0 100.0 0.5468 0.5583 1.021 
Spain .. . . . . . . . . . . 1980nv 73.2200 71.3400 104.7 104.6 76.69 74.65 0.973 

Notes: 
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ap =April. 
jl =July. 
oc =October. 
nv = November. 
PPE 80 = purchasing power parity for private consumption, 1980. 
PPE RE = purchasing power parity for private consumption, reference period. 
PPF 80 = purchasing power parity for food consumption, 1980. 
PPF RE = purchasing power parity for food consumption, reference period. 
PE = consumer price index, total consumption. 
PF = consumer price index, food consumption. 
RFP = relative food price, reference period [calculation: (PPF 80 • FP)I(PPE 80 • 

* PE)]. 

Sources: 

Comparison in Real Values of the Aggregates of ESA 1980, EUROSTAT, 1983. 
Consumer Price 1976-1983, EUROSTAT. 
Consumer Price Indices 1981-1987, Consumer Price Index, quart. suppl., 1987, EU· 

ROSTAT. 
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FIGURE A.1 

Income vs expenditure (Portugal, 1980) 
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FIGURE A.2 

Income vs expenditure (Greece, 1982) 

500 

450 

400 

350 

300 

250 

200 

ISO 

110 

50 

0 
0 110 200 300 400 

(thousands) 
per capita income: national currency 

0 income decile means 

500 

141 



142 

Q) 
0. 

>-
(} 
c 
~ 
::> 
(} 

<ii 
c 
0 

~ 
c 

~ 
.;:l 
'6 
c 
Q) 
0. 
X 
Q) 

2! ·a. 
ctl 
(} 

Q; 
0. 

en 
u c 
ctl 
(/) 

::> 
0 
§. 

FIGURE A.3 

Income vs expenditure (Ireland, 1980) 
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FIGURE A.4 

Income vs expenditure (Spain, 1980) 

BOO 

500 

400 

300 

200 

lXI 

0 

0 200 400 

(thousands) 
per capita income: national currency 

0 income decile means 

B 

BOO 


