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Abstract

This paper draws on an empirical analysis of the evolution of income, poverty and deprivation

of the aged in the Netherlands during the late 1980s. Since the aged in terms of there socio-

economic position are rather heterogeneous, three cohorts or generations of the elderly are

distinguished: 55-65 years, 65-75 years and 75 years and over.

Particular attention is given in the paper to the issue of poverty and deprivation in a longitudinal

perspective. We address the question whether poverty and deprivation are more volatile or

persistent among the elderly than among the younger age cohorts. This is indeed an important

question in aging research since the general idea is that elderly people compared to the younger

generations have little opportunities to improve their living conditions (cf. section 5,6).

Finally, the paper looks at the role of labour market and retirement events in explaining presu-

mably different income, poverty and deprivation patterns of the elderly compared to younger

generations (cf. section 7).
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1. Introduction and content of the paper

This paper draws on an empirical analysis of the evolution of income, poverty and deprivation

of the aged in the Netherlands during the late 1980s. Since the aged in terms of there socio-

economic position are rather heterogeneous, three cohorts or generations of the elderly are

distinguished (55-65 years, 65-75 years, over 75 years).

From 1985 on the economy recovered from a recession in the early 1980s leading to rising

employment and real incomes in the late 1980s. The question addressed in this paper is to what

extent the aged over 55 years belonging to the various generations have profited from the

general welfare increase in terms of real income growth and reduced poverty and deprivation

risks. The issue is raised here since there is reason to belief that the income inequality has

increased during the late 1980s in the Netherlands, particularly among the aged. According to

recent figures of the Dutch CBS the inequality according to the Theil-coefficient increased

between 1985 and 1991 with 2,1 qo a year and 13 qo over the entire period (CBS, 1994). After

1991 income inequality seems to remain rather stable until 1992 to increase again in 1993.

Because the incomes of the aged are more concentrated in the lower income ranges and the

share of the lower incomes decreased due to the rising inequality, the aged shared less in the

real income growth in the late 1980s than the young. The anomaly must be attributed to the

higher growth rate of earnings compared to benefits in conjunction with the low share of

earnings and high share of benefits in the income of the elderly. The evidence also shows that

the three age cohorts differ considerably in terms of real income growth and for that reason

presumably also in terms of poverty and deprivation statuses (cf. section 4).

Particular attention is given in the paper to the issue of poverty and deprivation in a longitudinal

perspective. We address the question whether poverty and deprivation are more volatile or

persistent among the elderly than among the younger age cohorts. This is indeed an important

question in aging research since the general idea is that elderly people compared to the younger

generations have little opportunities to improve their living conditions (cf. section 5,6).

Finally, the paper looks at the role of labour market and retirement events in explaining presu-

mably different income, poverty and deprivation patterns of the elderly compared to younger

generations (cf. section 7).
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2. Data

The data used in this paper are from the Dutch Socio-Economic Panel (SEP), covering 6 years

from 1985 to 1991. Each wave of the panel consists of approximately 5,000 households and

15,000 persons. The definition of income used in this paper is net annual after-tax or disposable

household income. Between 1985 and 1990 this income is calculated as the sum of 27 income

components asked for in the questionnaire of the oral interview.

As of 1990 the income measurement in the SEP-panel changed. Before 1990 the net monthly

income currently receiving on the date of the interview was asked for. In addition the irregular

income-components received by the household in the last 12 months before the interview date

were questioned, such as holiday allowances, 13th month salary, child allowances, rent income,

bequests etc. The annual net disposable household income was then calculated as the net

monthly income multiplied by 12 and summed up with the irregular income receipts. From 1990

on the income definition follows the fiscal income definition derived from the income survey

of the Dutch Central Bureau of Statistics (CBS). This definition is equal to the income definition

used for income tax purposes and is different from the old method in two directions. Firstly,

instead of net income, gross income is asked for. If the respondent cannot give information on

gross amounts he is asked for giving information on net amounts. Secondly, instead of monthly

income, annual income in the last calendar year is asked for. This means that the wave of

October 1991 contains information on the annual income of the year 1990. To allow for

comparisons between the incomes over the entire period these gross incomes are transformed

into net incomes by a gross-net algorithme incorporated in a micro-simulation model. However,

because of this change in the definition and measurement of income between 1990 and 1991

data on income for 1991 should be interpreted with caution.

The unit of anal}~sis in this paper is the individual and not the household since family well-being

changes considerably over time due to the occurrence of household formation events like

divorce, (re)marriage, death of the partner or the birth of a child and labour market events, such

as loosing or acquiring a job, moving to a better or worse paid job, a reduction in working

hours or a change in the labour contract. For the aged the number and type of events during

old age will be different from those of the young. Typical for the aged are events like

retirement of the head or the partner, death of the partner, moving in with the children or
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moving to an institution for residental care.

For conducting analyses at the individual level we assigned the household income to each adult

and child in the household. This means that we consider the household as one undivided

consumption unit sharing the household income equally. In reality, this does not necessarily be

true. Some households consist of relatively independent consumption units which only partially

share their income with other units within the household. Since we lack information on the

intra-household consumption patterns the paper follows the general assumption of a joint

welfare.

3. Methodology: defining income-poverty and deprivation-poverty thresholds

A multiple set of poverty line methodologies is used to assess the incidence, distribution and

evolution of poverty and deprivation among the aged during the late 1980s. We do so since we

belief that there is no single method which is capable of encompassing and measuring all aspects

and dimensions of poverty simultaneously. Each applied methodology has its own strength and

weaknesses and reflects in a sense the subjective notions of experts on what a poverty-line

should measure and how it should do this. A choice for a multiple set prevents the academic

researcher for making arbitrary choices for one method which only gives a partial view on the

existence of poverty in society. From empirical research it became evident that the various

poverty line methodologies in terms of incidence and distribution of poverty produce very

dissimilar results. Various poverty-line methodologies are applied to look at how sensitive the

outcomes are for different definitions of poverty. From the vast amount of definitions

distinguished in the literature, three standards are used. These are a subjective standard, the

Subjective Poverty Line (Kapteyn, Kooreman, Willemse, 1988) and two completely relative

standards, a European (statistical) standard and a policy standard. The European standard is a

statistical measure set at the level of 50 q of the country-mean equivalent disposable household

income (O'Higgins and Jenkins 1989). This is not an official poverty line of the European

Commission but one which has been used in various research projects commissioned by the EC

(cf. Muffels, 1993). The policy standard used here is the so-called 'Dutch Social Minimum

Income (DSMI)' which by and large equals the amounts of the minimum benefits in the social

security system, i.e. the social assistance benefits which vary according to age and household
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composition (cf. Muffels, 1990).

The subjective standard (SPL) has been applied by submitting a question to the respondent about

the absolute minimum income he of she for his or her household needs to make ends meet, the

so-called Minimum Income Question (MIQ). Then a theoretically defined regression model is

developed which should explain the respondent's answer to this question. Regressors in this

model are variables like the household size (indicating the household needs), the current income

(indicating habit formation effects) and the incomes in the group of people one is comparing

their own financial situation with, the so-called reference group (indicating reference group

effects) of the respondent (see also Muffels, Kapteyn, Berghman et al., 1990). The level of the

poverty line is then determined as the average required minimum income level of those people

for which the current household income is equal to the necessary minimum income. These

people are assumed to be the experts who are best aware of what a household of their size and

composition really needs to make ends meet. If the actual income is below this intersubjectively

assessed minimum income level, which varies according to household size and reference group,

the household is considered subjectively poor.

The Dutch social minimum income (DSMI) threshold is calculated for each household in the

sample. According to the social assistance scheme the amounts differ dependent on the family

composition and the age of the household members. For each household we determine

theoretically the level of the social assistance benefit the household would be entitled to if it had

to apply for it. The current income is then compared with this calculated minimum benefit level

to determine whether the household is in poverty or not.

All these poverty lines define poverty in terms of low income or low economic welfare. For that

reason these thresholds are called income-poverty lines. However, poverty is more than lack

of income alone. Poverty is also associated with the lack of non-monetary resources, such as

good health, adequate housing, enough food, steady employment and a decent social life, in

other words, aspects of life which affect the social participation and social integration in society.

Income is without doubt a necessary condition for participation in society but income alone is

not sufficient to guarantee this. For that reason the chosen set of poverty methods is extended

with a subjective deprivation-index-method called the Subjective Deprivation poverty Line

(SDL) which is developed by Muffels (1993). The deprivation-inde method departs from an
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extended list of deprivation items submitted to the head of households in four waves of the

Socio-Economic Panel survey, October 1985, 1986, 1988 and 1991. The list of items is partly

derived from the deprivation-scale of Townsend (1979) and Mack and Lansley (1985). The

SDL-method is explained in more detail in section 5.

4. The evolution of the income and poverty status of the elderly in the period 1985-1990

4.1 The evolution of the real income of the aged

In Table 1 the average percentual change in real household disposable income between 1985 and

1990 for various age cohorts is given. The income amounts are deflated with the consumption

price index and 1985 is taken as the reference year. The change in income is given for each

decile. In the last panel the information for the total population is presented. Deciles are income

groups each containing 10 q of all observed incomes where incomes are ranked from lowest to

highest. The 1 st decile contains the 10 qo lowest incomes and the lOth decile the 10 ~ highest

incomes.

From this table some remarkable developments in the Netherlands in the late 1980s can be

observed. From the last panel it becomes clear that the aged proiit less from the general welfare

increase than the younger generations. Whereas the real income increase for the population as

a whole amounts to 1.6~o a year, the income rise for the aged is much less. The elderly

between 65 and 75 years experience modest real income rises of 1 q each year, whereas the

oldest generation of 75 years and older saw their real income fall with 2~ a year. A view on

the last column indicates that particularly the lowest lOq incomes saw their income fall with

approximately 2 q a year, whereas the incomes in the middle and higher income ranges, except

for the highest decile, experience increases at a level of more than 2.5 qo average a year. The

fall in real income is particular high for the aged of 65 years and older and particular for the

oldest age cohort of 75 years and over with lowest incomes. The lowest incomes of the aged

of 65 to 75 years went back with 4 q on average each year whereas for the aged of 75 years

and over the income fell with 5.7 q a year. Also the real income growth for the higher incomes

of the aged appears to be substantially lower than for the total population.
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The elderly in the youngest age group of 55-65 years with lowest incomes are apparently in the

best position since they saw their income rise with 4 qo average a year. The elder(y of this age

with incomes in the middle ranges experience moderate income increases whereas the aged with

highest incomes saw their real income fall with approximately 4 qo . This leads one to conclude

that income inequality between the elderly and the young has increased as well as the income

inequality between and within the various generations of the elderly. The younger generations

of the elderly apparently profit much more from the welfare increase than the eldest generations.

Table 1. The evolution of disposable household income between 1985-1990 in average

percentual change (qo)

Deci[e 55-64 years 65-74 years 75f Tota! populatioir

1 4,04 -3,99 -5.67 -2.10

2 1.23 -O.IS -0.44 0.75

3 1.55 2.01 -1.67 2.03

4 2.21 2.86 -1.25 2.54

5 2.15 2.82 -0.59 2.61

6 1.81 1.39 0.73 2.64

7 1.68 1.68 -0.03 2.62

8 1.67 2.25 0.04 2.60

9 0.73 2.18 -0.55 2.24

10 -3,95 0.06 -3.89 -0.21

Total 0.12 1.17 -1.99 1.60

In Table 2 we present similar information as in Table 1 on the evolution of equivalent

disposable household income between 1985 and 1990. The use of equivalent income means that

the incomes are adjusted for differences in needs due to differences in household size and

household composition in order to be able to compare the welfare of households of different size

and composition. There is a great variety in the equivalence scales applied in the literature.

Here we use the modified OECD-scale which is less steep than the original scale (see O'Higgins

and Jenkins, 1990; Hagenaars et al. 1993). This scale assigns a weight of 1 to the head of

household, a weight of 0.5 to every other adult in the household and a weight of 0.3 for every

child (of 14 years or younger). This means verbally that the welfare of a single person is taken

as the reference household. A household with two adults then is assumed to need SOq more

8



income than the reference household (single person) and for each additional child this household

needs 30 qo extra income to attain an equal welfare level.

Compared to the unstandardized figures in Table 1, the standardized results show increasing

differences in real income growth between the various generations and within the various

generations. The decline in real income for the 75 ~ generation with lowest income was almost

6 qo whereas the income fall for the aged 65 to 75 years appeared less than 2 qo and the income

rise for the lowest incomes of the youngest generation was about 5.5 qo .

Table 2. The evolution of disposable equivalent household income between 1985-1990 in

average percentual change (qo)

Decile 55-64 years 65-74 years 75f Total popu[ation

I 5.48 -1.61 -5.90 0.40

2 1.44 1.97 0.61 2.07

3 2.01 I.92 0.78 2.85

4 2.22 2.05 0.61 3.22

5 2.23 1.61 -0.33 3.09

6 2.34 1.43 -0.12 3.01

7 2.71 1.28 -0.87 2. 86

g 2.72 I.OS -1.49 2.72

9 2.53 1.69 -0.97 2.30

]0 -2.80 1.13 -4.31 0.34

Total 0.98 1.19 -2.01 2.08

4.2 Tite ev~lution of income poverry for the elderly betrveen 1985-1990

In this section information will be presented on the evolution of income poverty for the elderly

in the late 1980s. In Table 3 the evolution of the incidence of poverty is given for three income

poverty lines, the European minimum income (EMI), the Dutch social minimum income (SMI)

and the subjective poverty line (SPL).

To examine poverty figures according to the European minimum income standard we applied

two equivalence scales, the original OECD-scale which is a rather steep scale and a modified,
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less steep OECD-scale (compare Table 2). According to both versions of the European line the

aged do better compared to the total population over the entire period. Contrary to what might

be expected, the youngest generation of the elderly bears the highesi poverty risks. There is

reason to believe that these results have to be attributed to the steepness of the equivalence

scales (even the modified scale). Both scales assign high weights to the costs of children. Since

elderly have few children, their income is overestimated. For that reason their poverty status

appears more favourable than it likely is. It is conceivable for this reason that the results for the

two other poverty lines are very different from the findings of the European lines. The Dutch

policy standard (NMI) and the subjective standard show that poverty among the aged is more

widespread than among the rest of the population. The eldest generation bear the highest risks

and the youngest the lowest. The poverty risks for the aged 65 years and over are twice to three

times higher than for the non-elderly.

Table 3. The evolution of poverty for three generations of the elderly according to three

poverty lines (EMI, NMI , SPL; [~Io poor]).

Age class q~ poor by 1985 1986 1987 1988 1989 1990

55-64 EMI-orig. 4.3 7.3 6.3 7.0 3.6 4.6
EMI-mod. 4.4 7.1 6.7 7.2 4.2 5.5
SMI 10.0 8.5 8.9 7.9 6.7 8.9
SPL 18.1 21.0 18.6 18.7 15.7 15..9

65-74 EMI-orig. 0.9 2.8 5.7 5.2 4.4 3.0
EMI-mod. 1.8 3.3 7.1 5.8 6.0 3.3
SMI 12.7 17.6 I5.1 12.7 12.0 5.6
SPL 24.7 23.4 30.3 39.4 22.8 19.4

75 f EMI-orig. 1.9 3.3 5.9 4.4 2.8 4.5
EMI-mod. 1.9 4.4 6.3 5.3 3.2 5.0
SMI 11.4 13.3 16.6 18.5 15.5 10.4
SPL 22.7 31.0 36.8 48.3 25.7 30.4

7'Q~~( F,MI-orie. 6.0 7.2 8.0 7.5 6.6 7.1
EMI-mod. 4.2 6.4 6.7 6.3 5.3 6.2
SMI 6.4 6.4 6.7 6.1 5.4 6.7
SPL 9.6 11.7 12.8 12.4 9.7 11.1

Note: EMI-orig. - European Minimum Income, original OESO-equivalence scale (1, 0.7, 0.5)
EMI-mod. - European Minimum Income, modified OESO-equivalence scale (1, 0.5,
0.3)
SMI - Dutch Social Minimum Income
SPL - Subjective Poverty Line
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Table 3 also shows that between 1985 and 1988 the incidence of poverty apparently increases

but after 1988 declines again. The decline is strongest for the subjective poverty line. Note also

the very high subjective poverty risks for the eldest generation. Almost half of the 75 -~ elderl}~

consider their income in 1988 too low to make ends meet After 1988 subjective poverty

decreased gradually although in 1990 still one third of the aged over 75 years and 15 to 20 q

of the two younger generations were subjectively poor.

5. Income mobility and long-term poverty

5.1 Methods for measuring income mobility and persistent poverty

In this section our interest shifts to the issue of income mobility and poverty persistence. among

the elderly. The issue is raised whether poverty for the elderly compared to the total population

is more volatile or persistent. To assess income mobility and poverty persistence three measures

of income mobility are applied. The first measure is the n-year income-to-needs ratio which is

a continuous measure for the ratio of the over n years of observation aggregated income to the

over n years aggregated necessary minimum income. The level of the minimum income reflects

the needs of the household to attain a minimum standard of living. It's level can be derived

from the various poverty line definitions which were applied in the study. For that reason the

'income-to-needs ratio' differs according to the different 'needs' or poverty line definitions that

were used. The ratio reflects the mean income position of individuals and households over time

relative to the mean income level needed to attain the bottom poverty line. According to Sen

(1983) the income-to-needs measure can be considered to reflect a relative measure for income

deprivation.

The second measure is the 'number of years in poverty' during the observation period and

presents a measure for the frequency of poverty statuses during a certain time period.

A third measure proposed by Bane 8r, Ellwood (1986) departs from a poverty spell' approach

where a spell is assumed to start after a transition has taken place from any other initial state

in t-1 to the state of interest at time t. The measure is based on the standard life-table approach.

Income mobility is here deiined in terms of the exit rate out of poverty, conditional on

experiencing a poverty spell during 1 year, 2 years etc.. The survival rates after n years of

experiencing a spell provide estimates for the persistence of poverty over time.
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In all measures income mobility is defined in terms of movements across certain 'needs'

thresholds which are derived from various poverty line definitions.

5.2 Results on incorrie rnobilitv for the aged

In Tables 4.1 to 4.3 the results for the 'income-to-needs-ratio', the 'n-years-in-poverty' indicator

and the 'poverty spell' indicator are given for three poverty lines, the European line (original

scale), the policy standard (NMI) and the subjective poverty line (SPL).

Table 4.1 Long-term poverty according to the 'n-years income-to-needs-ratio' and three

poverty-lines

lncome-to-needs-
ratio

European line (EMI) Polic~~ standard
(NMI)

Subjectn~e standard (SPL~

575 5]00 5125 575 5100 5125 575 5100 ~ 125

55-64 vears 0.3 0.0 6.7 0.3 4.8 27.3 0,9 18.9 39.7

65-74 years 0.0 0.0 5.3 0.0 3.7 36.6 0.8 14.4 59.3

75 f 0.0 0.0 2.7 0.0 2.7 47.6 2.8 28.9 80.3

Total population 0.2 1.6 12.6 0.1 1.4 12.6 0.7 6.4 20.7

In Table 4.1 three levels of the 'income-to-needs ratio' are distinguished: the household income

is less than 75 `~ , less than 100 ~ or below 125 ~ of the needs leveL The results for this first

indicator, the 'n-years income-to-needs ratio', show again that according to the policy standard

and the subjective standard the aged have much higher chances to have a 6-years income below

the poverty line level. Almost 3~~ of the 75 f elderly have a 6-years income below the social

minimum against 1.4 q for the population. Note that according to the policy standard the risks

are higher for the youngest generation than for the elder generations (65 f j. However, the

likelihood of having an income less than 25 `7o above the minimum income is four times higher

for the 75 ~ group than for the population as a whole, three times higher for the aged 65 to 75

years and twice as high for the youngest generation of 55 to 65 years. About 40 q to 50 qo of

the aged of 65 years and older have a 6-years income below the l~;vel of the social minimum.

From this it becomes apparent that a large fraction of the aged have permanent incomes just

above the social minimum threshold. For that reason the likelihood of moving into poverty over

a longer time period is much higher for the elderly than for younger age groups. Similar
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conclusions may be drawn from the evidence on subjective poverty. About 60~ to 80q~ of the

two eldest generations of the elderly have incomes less than 25 ~r; above the subjective income

threshold. For this reason quite some people are at risk to enter subjective poverty over a 6-

yearly period. Table 4.2 shows this.

Table 4.2 Long-term poverty according to the 'n-years in poverty' indicator and three

poverty-lines

n-1'ears-in-poverr,~ ? 1 ~~ear ? 2 1~ears ?3 }~ears ?4 `~ears ? 5 ~~ears ?6 } ears

European standard (EMI)
55-64 21.Oq 6.4`7 3.lqo 1.6`7 0.0`7 0.0`i(

65-74 13.99 3.79 1.9~ 1.2`'1 0.0`'I 0.09
75f 17.1~ 3.9`'I 0.99. 0.9`'I 0.0~ 0.09

Total population 21.69 8.2`'I~ 4.0`7 1.9q 0.4`7 0.1 ~

Polic~~ standard (NMI)
55-64 18.09~ 6.0`7~ 1.7~7 1.69 0.3`7 0.09

65-74 22.77~ 9.97~ 2.9~~ 1.9~~ 0.6q 0.09~
75-{- 27.6`7c 7.9`l'0 3.3oIo 0.6`7 0.0`Ic O.Oi~

Total populatíon 13.1 ~ 4.39 9~ 1.99 0.69 0.2`'I~ 0.0 i~

Subjectii~e stanciard (SPLJ
55-64 42.6~~ 23.1`'I 15.9"I 11.9~ 7.0`7~ 2.8`'I

65-74 61.1q 38.8~ 24.8~~ 12.9~ 7.69~ 1.97~

75t 64.9~ 40.7~ 25.3~~ 14.97 7.49 3.1`~~
Total population 27.9 ~ 14.69 8.5 `I 4.6 `7 2.69 0.8 ~~

Almost one third of the eldest generation has been poor at least once in the 6-years period

against one sixth of the population as a whole. The percentages decreases very quickly with

increasing durations of poverty (2 years, 3 years and so on). Less than 1 qo of the population

and the 75 f group has been poor according to the policy standard for a consecutive period of

4 years or longer. According to the policy standard persistent poverty seems not widespread

among the elderly. Note however that according to the subjective standard a quarter of the

eldest generations (65~) were subjectively poor for 3 years or longer. As with the policy

standard the proportion of persistent poor decreases very quickly with increasing length of the

poverty spell. Only 2 to 3 q of the 65 ~ were subjectively poor for 6 years or longer. This

means that quite large numbers of the elderly were capable of leaving poverty during this

period. Many seem to experience year-to-year income increments because of which they cross

the social minimum income threshold and escape from poverty. Notwithstanding high rates of
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economic mobility many remain subjectively poor for relatively long periods of time (up to 4

years).

From Table 4.3 it is shown that for the 'poverty spell' indicator of economic mobility, the

proportion of persistent poor, applying the policy standard, is rather low. After 4 years almost

every aged person managed to escape from poverty. The subjective standard shows much higher

proportions of people in persistent poverty. Of the total population 15 ~~ stayed in subjective

poverty for the full 4-years period whereas for the two eldest generations it was 12.5 `7 and

22 ~o respectively. Again, these findings show that the eldest 75 f generation bears higher risks

on persistent subjective poverty than the younger generation. Nevertheless, the results clearly

indicate that the majority of the elderly of any generation escaped from subjective poverty in

the 4-year period. Note however, that the highest estimates of persistent poverty are observed

for the youngest age group of which almost 27q remained subjectively poor even after a sta}-

of 4 years in subjective poverty.

Table 4.3 Long-term poverty according to the 'spells-of-poverty' indicator and three

poverty-lines

spe!!s-nf-poi~ern~ (sun~ival after 1}~ear afier 2 years afier 3~~ears afrer 4~~enrs

rate after spell of n-~~ears)

European standard (EMII
55-64
65-74 37.0 i~ 32.8 i~ 22.8 ~ 0.0 ~
75f 30.2 ~ 12.0`7 O.Oi~ 0.09

Total population 32.5~ 10.5~ 0.0~. 0.09
46.39 28.2~I 12.3`7 12.39

Polic~~ standard (NMI)
55-64 24.4 ~ 15.0 q 2.7 ~ 0.0 `7
65-74 25 .8 i~ 11.3 ~ 0.0 `~~ 0.0 `~
75t 26.8~ 8.0`7 0.0`ï~ 0.0`i~

Total population 28.7`7 13.99~ 2.5`'I 0.09

Subjective stmulard (SPL)
55-64
65-74 57.7 `'I 34.3 9 23.7 9 19.2 `7

75f 61.49~ 40.19 10.3`~ 5.2`~

Total population 61.2~ 36.69 10.69 6.0~
58.59 37.7`7 21.3~ 14.9~I
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6. The evolution of deprivation-poverty among the elderl}~ behveen 19985-1991

In this part we present some information on the evolution of deprivation-poverty according to

the so-called subjective deprivation poverty line (SDL). In the waves of 1985, 1986, 1988 and

1991 questions were submitted to the respondents about their living conditions. Although the

number and wording of some questions changed between the various years, for about 20 items

the questioning across the years were similar. These 20 items then were used to construct a

deprivation index. Deprivation is defined as lacking goods or things which the households finds

absolutely necessar}~ to have or do. Then a score on the deprivation index is determined for

every head of household in the sample. It is defined as the weighted sum of the deprivation

score on each consumption item out of a large set of items or indicators of the actual living

conditions of people in societ}' (the list of items is given in annex 1). The weights are

determined for necessities and non-necessities separately. These weights are equal to the

proportion of people in the reference group of the respondent having or lacking the good. The

more common the possession of a good is in the reference group of the household the higher

subjective deprivation is if the household lacks such a good (keeping up with the Joneses). On

the other hand the less common a good is in the reference group the higher subjective welfare

is if one possesses the good (status goods).

In the next step, the SDS index is converted into a deprivation poverty line (SDL) by submitting

the following question to the respondents. This question is called the life resources evaluation

questioii, which is asked directly after the battery of questions on the actual living conditions

(the list of deprivation items).

'If you consider the way in which your household lives at the moment, would you consider your

household aspoor, or in fact as rich, or as somewhere in between? You may answer by givïng

a score to your situation. A score of 1 means that you consider your household as being very~

poor, a score of 10 means that you consider your household as being very rich'.

Then, a regression model is estimated in which the scores on the life resources evaluation

question, ranging from 1 to 10, are assumed to be determined by a set of variables indicating

the consumption welfare (the reverse of the score on the deprivation index), the level of

economic resources and the financial situation. In the final step the deprivation poverty line is

15



then determined as the average consumption welfare level of those households who rate their

current life conditions with the school mark 5.5. The 5.5 mark represents the presumed

minimum utility level below which a person or household is considered to be living in poverty.

The households for which actual consumption welfare is evaluated with 5.5 are supposed to be

the experts which are best aware of the minimum needs of the household. As with a school

mark in The Netherlands it is assumed that a score of 5.5 indicates the dividing line between

a'satisfactory' and an 'unsatisfactory' score, in this case as regards the evaluation of one's

current living conditions.

From the estimation of the regression model, the evaluation of life resources in terms of assig-

ning a school mark between 1 and 10 to the actual living conditions, seems to be strongly influ-

enced by the score on the deprivation index, by the marital status of the head, by reference

group factors and by financial stress factors. Given the individual scores on these variables for

each household and making use of the parameter estimates of the regression model (estimated

on the whole sample), the SDL poverty-line can be calculated for every household in the

sample.

In Table 5 the evolution of deprivation-poverty between 1985 and 1991 is given by age group.

Table 5 shows that except for 1985 the highest deprivation-poverty risks are observed for the

youngest and the oldest age categories whereas the generation of 65 to 74 years bears average

risks on deprivation poverty. The figures also show that between 1985 and 1991 the deprivation

poverty risks declined for all age groups but particularly for the age group 50 to 64 years old.

The decline in deprivation-poverty should be attributed to the increasing economic prosperity

in this period because of which the proportion of people deprived of items gradually declines

with about 10~ on average each year.
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Table 5. The evolution of deprivation poverty by age class (SDL), 1985-1991

1985 1986 1988 1991

16-24 years 10.8 11.6 9.7 6.8

25-49 years 9.0 8.7 7.8 5.1

50-64 years 18.5 14.4 11.0 7.7

65-74 years 11.8 8.8 9.3 6.3

75 year ? 9.2 17.1 21.5 11.3

Total population 10.8 10.4 9.4 6.1

In Table 6 the evolution of deprivation-poverty is presented by income quintile (20 ~~ income

groups) and marital status. From this table it is apparent that the highest deprivation-povert}~

risks are observed for the 40~ lowest income groups (the first two quintiles). Particularly, the

20q elderly with lowest incomes have very high risks to live in deprivation poverty. Note also

that this low income group hardly profited from the welfare increase in this period since their

deprivation risks only slightly fell from 30q to 27q. The higher income groups saw their

deprivation risks fall at much higher rates because of which the distribution of deprivation risks

became more unequal. The results also show that between 1985 and 1991 the deprived elderly

became more concentrated in the lowest quintile which provides again evidence for the

increasing inequality in the distribution of deprivation risks among the aged.

Table 6. The evolution of deprivation-poverty among the elderly by income group and

marital status (SDL), 1985-1991

1985 1986 1988 199]

1` quintile 30,4 30,4 27,3 26,6

2` quintile 21,6 16,1 17,4 10,8

3z quintile 16,8 10,1 6,5 1,3

4` quintile 6,8 7,1 5,4 L7

5` quintile 1,7 3,2 4,1 0,7

Married 11,8 9,0 7,9 4,1

Divorced 61,9 58,6 48,0 44,8

Widowed 16,9 15,1 16,9 11.9

Never married 14,9 22,8 11,1 6,8

Total population 10.8 10.4 9.4 6.1
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Eventually, notice that broken down by marital status, the divorced heads of households

apparently experienced high risks on deprivation poverty. In 1985 about 60 q~ of the divorced

elderly heads were in deprivation poverty. Although this proportion declined after 1985, in 1991

still 45 ~ of the divorced elderly heads lived in deprivation-poverty.

7. Life events and the mobility into and out of poverty

In this last section results will be presented on the relationship between the occurrence of certain

life events for the elderly and the likelihood of entering poverty or escaping from it. Firstly,

results will be presented on the likelihood of moving into or escaping from poverty for elder

heads being married, divorced, widowed or who never got married. Then it is examined to what

extent retirement of elderly persons at pension age will affect the mobility into and out of

deprivation poverty. Finally, the study looked at the impact of losing one's job, through early

retirement, unemployment or disability for the mobility into and out of deprivation poverty of

elderly between 55 and 64 years old.

In Table 7 evidence is given on mobility into and out of deprivation poverty by marital status

and reaching pensionable age or not. Because of the different employment situation in both

periods 1985-1988 and 1988-1991 the mobility into and out of deprivation poverty is examined

for these periods separately. The mobility figures broken down to marital status show that the

divorced elderly have high chances to enter deprivation poverty and very little chances to escape

from it. For married and remarkably also widowed women the chances to move out of

deprivation-poverty are much higher. The married and never married elderly heads of

households also have the lowest chances to enter a state of deprivation poverty in both periods.
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Table 7. Mobilit}~ into and out of poverty by marital status and reaching pensionable age

1986-1988 1988-1990
in out in out

55 years and older

married 7.7 82.0 2.4 71.5

divorced 11.8 26.9 11.7 29.3
widowed 13.6 51.6 6.1 62.7

never married 0.0 30.4 5.2 59.8~

reaching pensionable age 1.0 3.0 1.7 3.5
not reaching pensionable age 7.9 6.9 3.8 5.0

~` less than 10 observations

In the second part of Table 7 we look at the impact of reaching pensionable age between 1985

and 1991 on the income mobility patterns. The inflow in deprivation poverty appears much

lower for the elderly reaching pensionable age than for the younger group. On the other hand

the outflow out of poverty is smaller than for the younger age group. If people at their pension

age are already in deprivation-poverty the chances for improving the deprivation situation after

retirement appear lower than for the younger age group. On the other hand when the elderly

are not in deprivation poverty at the time they reach pensionable age, the chance that they will

move into deprivation-poverty is smaller as well.

Eventually, in Table 8 figures are presented on the impact of finding or losing a job between

the age of 55 and 65 years old on the likelihood of moving into or out of deprivation poverty.

As could have been expected, the number of transitions appeared very small. In order to

increase the number of observations for conducting the analyses, the transitions in each of both

periods are taken together. Furthermore, a higher level of the deprivation povert}~ line is

chosen. Not the school mark 5.5 has been selected as the dividing point between the poor and

the non-poor but the school mark 6 on the life resources scale.
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Table 8. Changes in labour market position and its impact on the mobility into and out of

deprivation-poverty for elderly between 55-65 years, 1985-1991

in out
Stayed unemployed 8.8 47.6

Found a paid job 0.0 71.7

Lost paid work 12.6 51.3

Stayed emplo}~ed 7.2 57.5

It appears from the figures in Table 8 that finding a paid job for the elderly between 55 and 64

years has favourable effects on the movements into and out of poverty. The likelihood of

entering poverty after finding a paid job is zero whereas the probability to escape from poverty

after finding a job is very high (72 q). On the other hand if a senior worker looses one's job

through retirement, unemployment or disability the likelihood of entering deprivation poverty

is higher than for those keeping their job. Although the chances to escape from deprivation

poverty are less for those who lost their job, the proportion of them who still managed to leave

poverty is more than 50 ~.

8. Summary and conclusions

In this paper the income, poverty and deprivation situation of three generations of the elderly

aged 55 years and over is investigated. Several indicators for measuring poverty, poverty

persistence and poverty mobility have been applied to look how sensitive the results are for

differences in methodologies. In particular the paper addresses the question whether poverty is

more volatile or more persistent among the elderly than among the younger generations.

Finally, the paper examines the consequences of pensioning or retirement and leaving the work

force through unemployment and disability for entering or leaving a state of deprivation

poverty.
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From the analyses of the real income changes for the elderly in the late 1980s it appears that

the income inequality between the elderly and the young (intergenerational) and between the

elder and younger generations of the aged (intragenerational) increased rather strongly. The

oldest generation saw their income fall with 2~ on average each year whereas the younger

generations saw their real income rise with 1~ on average. Particularly, the elderly (65 -~ ) with

lowest incomes experienced a sharp fall of their real incomes with 4~~ (65-75 generation) to 6`7~

(75 ~ generation).

The figures on income poverty show quite different results for the various poverty lines.

According to the European poverty line the elderly (55 ~) do better in terms of low risks on

poverty than the younger generations. A closer look shows that the poverty line overestimates

the incomes of single persons and elder households because of the presumed high costs of the

children. The results for the other income poverty lines (social minimum income and subjective

poverty line) indicate that poverty risks are much higher for the elderly than for the younger

generations. The eldest generation is in the weakest position. The findings show that although

the risks on subjective income poverty declined between 1987 and 1990, in 1990 still one third

of the 75-~ generation and 15 to 20~~ of the two other generations were in subjective income

poverty.

In the paper the issue is raised whether the aged are less economic mobile and hence have

higher chances to become persistentl}~ poor than the younger generations. The results on the

'poverty spell' indicator show that income mobility according to the policy standard (social

minimum) is hardly less than for the total population. The eldest generation even do better as

the younger generation in terms of the likelihood of staying persistently poor. The other

indicators show that a large fraction of the elderly have incomes at or just above the social

minimum level because of which the elderly have higher chances to enter poverty during the

observation period (6 years). The chances for elderly to be poor for at least once during the

observation period are therefore higher than for younger generations. However the chances to

be poor for a limited period (up to 3 years) are higher for the eldest generation whereas the

chances to be long-term poor (4 years and longer) appears lower than for the younger age

cohorts. According to the policy standard persistent poverty seems therefore not widespread

among the elderly. Further research is needed to examine which types of events can prevent the

oldest generation to become persistently poor.
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Then the analysis switched to deprivation poverty and we used a so-called deprivation index

method to examine deprivation poverty among the aged. We found that elderly bear higher risks

on deprivation poverty than the younger age cohorts. To age highest risks are observed for the

youngest and the oldest generation whereas the generation of 65 to 75 bear average risks.

Broken down to income and marital status the highest risks are observed for the lowest 20q

incomes and the households with a divorced head. In 1991 45 ~o of the divorced head of

households found themselves in deprivation poverty. Again, it emerged that between 1985 and

1991 the deprivation risks strongly decreases for all age groups. Within the elderly population

the decrease was particularly strong for the youngest age group of 50 to 65 years old. Note

however, that the deprivation risks for the 20q elderly with lowest incomes became hardly less

in this period.

The mobility analyses aimed at examining the relationship between the occurrence of ]ife events

and poverty mobility show that retirement events have quite some impact on the likelihood of

entering into or escaping from poverty. If the elderly at the time that they reach the legal

pension age are in deprivation poverty, the likelihood that the}~ move out is much lower than

for the younger age groups. On the other hand when they are not poor at the moment they reach

pension age the chance that they enter poverty afterwards is lower as well. The income position

before the tíme of retirement seems to determine to a large extent the income and poverty status

after retirement. For elderly between the age of 65 and 75 the loss of a job increases the

probability of entering deprivation povert}', whereas the probability of entering poverty after

acquiring a paid job diminishes strongly.

The results show that panel analyses provide us with rich evidence on the evolution of the life

conditions of the elderly evolving over time. Changes in welfare caused by the occurrence of

retirement events, changes in living arrangements and changes in work patterns can be assessed

enriching our knowledge about the dynamics of household and individual welfare. In this paper

a first description is given of the major developments in income and poverty statuses of three

generations of the elderly during the late 1980s. Further research is needed to examine the

processes and patterns behind the evolving trends in the Dutch society and particularly the

underlying causes for it. This study is based on information for one particular country but in

future we will use the panels of various countries to extend the analyses to a cross-country level

and even, if the European panel data becomes available, to the European level.
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Annex 1 List of items on the deprivation-index and percentage of deprived

households

In Table A1.1 the list of common items for the four years in which the questions were

included in the questionnaire is given.

Table A1.1: Percentages deprived households, 1955-1991

rre~f 1985 1986 1988 1991

t Membership of a social or cultural association (spon
club, social club, music group)

8,9 8,9 6,7 5.0

2 A telephone 2,3 2.0 1,2 1.0

3 Live in a well-maintained area 6.5 6,0 5,0 5.9

4 Live in a well-maintained house 7,3 7,3 6,1 6,0

5 Paying mortgage or rent without problems 4,3 2,8 2,3 1.4

6 Paying the gas, water or electricity bill without
problems

2,6 1.9 1,4 0.8

7 Having regular contacts with family, friends and
acquaintances

3,4 3,0 2,9 2,1

8 A good health 13,9 11.8 11.5 13.4

9 Enough bedrooms to give each of your children of 10
vears and older of different sex one's own bedroom

7,6 7,4 6,0 3,9

10 A refrigerator 0,5 0,6 0.7 1.0

11 A home free of damp ]0.7 9,2 ]0,0 7.7

12 An own WC (not shared with other households) 0.6 0,7 1.0 O.i

13 A meal with meat, poultry or fish every two days 2,8 2,7 2,0 1,~

]4 A washing machine 3,5 3,0 3,3 3,8

1~ Going out for lhc evening once zvery fortnight (without
the children)

14,1 13,8 10,9 R,9

16 A car 4,7 4,7 3,3 3,7

17 Regularly buying new clothes 14,0 12,2 10,2 6.7

18 At least one week's annual holiday away from home
(not visit to family)

18,3 16,4 14,2 11,2

19 Having family, friends or acquaintance for diner at least
once a month

4,6 4,6 3.6 2.7

20 Leisure goods like sports wear or a bicycle for the
children

6,6 6,1 4.4 2,4
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