











Income’ must be understood as equivalised disposable income. It /s defined as the household's total disposable income divided by its
‘equivalent size’, to lake account of the size and composition of the household, and is altnbuted fo each household mernber.

Primary Indicators

Definition

At-risk-of-poverty rate after
transfers

The share of persons with an income below 60% national median income. Breakdowns by age and gender, by
most frequent activity status, by household type, by tenure status + At-risk-of-poverty threshold (illustrative
values)

rate (60% median)

Inequality of income | S80/S20 income quintile share ratio: Ratio of total income received by the 20% of the country's population with

distribution the highest income (top quintile) to that received by the 20% of the country's population with the lowest income
(lowest quintile).

Persistent risk-of-poverty | The share of persons with an income below the risk-of-poverty threshold in the current year and in at least two

of the preceding three years. Gender breakdown + total
Missing due to missing longitudinal dimension in the underlying data sources.

Relative median at-risk-of-
poverty gap

Difference between the median income of persons below the at-risk-of-poverty threshold and the at-risk-of-
poverty threshold expressed as a percentage of the at-risk-of-poverty threshold. Gender breakdown + total

Secondary indicators

Dispersion around the
risk-of-poverty threshold

The share of persons with an income below 40%, 50% and 70% national median income.

At-risk-of-poverty rate
anchored at a moment in
time

For a given year (in this publication: 1999), the “at-risk-of-poverty rate anchored at a moment in time
(here: 1996)" is the share of the population whose income in that given year is below a risk-of-poverty
threshold calculated in the standard way (here for 1996) and then up-rated for inflation (here, the period
concerned is 1996-1999, but the inflation rate to be applied is that for the period 1995-1998 because the
income reference year in the ECHP is the year prior to the survey)

At-risk-of-poverty rate

before transfers

At-risk-of-poverty rate where income is calculated as follows:
1. Primary income, i.e. income excluding all social transfers
2. Primary income plus old-age and survivors’ pensions

3. Total income, i.e. including all social transfers

Gender breakdown + total

Gini coefficient

The relationship of cumulative shares of the population arranged according to the level of income, to the
cumulative share of the total income received by them.

Persistent risk-of-poverty
rate (50% median)

The share of persons with an income below the 50% risk-of-poverty threshold in the current year and in at least
two of the preceding three years. Gender breakdown + total

Missing due to missing longitudinal dimension in the underiying data sources.

Methodological note: the World Bank poverty threshold

The World Bank poverty $AD (Dollar-A-Day) threshold (ie. annual value $365.25) was established in 1985 and
updated in 1993. It was calculated as an average of the thresholds for the lowest income countries in the world in
PPP terms at that point in time. As the available data does not permit the updating of the PPP-based threshold in a
fully theoretically correct way, for the purposes of the current publication the $AD value has instead been taken as
a nominal amount in 1985. To maintain purchasing power of this nominal amount over time, the value was updated
using US consumer price indices from 1985 to the year when each candidate country conducted its’ survey, then
converted into local currency using exchange rates for that year.
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Statistical appendix

BG CcY cz EE LV LT MT
1999 1997 1996 2000 1999 1999 2000
S8/S20 quintife share ratio 3.6 4.4 33 6.3 51 5.0 4.5
Gini coefficient 25 29 24 36 31 3 30
Risk-of-poverty threshold 7 person householdl NATl 1231 3095 52943 17880 589 4091 2036
(ilustrative values) £URl 630 | 5313 1537 1143 942 960 5038
PPS] 2198 6733 4127 2464 1879 2182 5511
2 aaults 2 dep. children]  NATl 2586 6500 111180 37548 1236 8591 4276
EFUARl 1323 11157 3227 2400 1976 2015 10581
PPS| 4618 14140 8665 5175 3942 4582 11573
Dotlar-a-day]  NAT| 1038 280 14453 9902 332 2263 256
EURl 531 480 419 633 531 531 633
PPS] 1853 609 1126 1365 1059 1207 692
Dispersion around 40% of median, 4 6 1 6 6 6 3
the risk-of-poverty 50% of median 8 10 3 12 10 11 8
threstiold 60% of median 14 16 8 18 16 17 15
70% of medjjan, 22 23 16 27 24 24 23
Risk-of-poverty rafe Before alf transfers 35 24 35 42 45 38 30
Including pensrons 17 18 19 26 22 22 21
Including all transfers 14 16 8 18 16 17 15
Relative risk-of-poverty gap 20 24 13 25 25 24 18
PL RO TR EU-15 ACC
1999 1999 19989 1994 1999 1999
S80/S20 quintile share ratio 42 44 10.9 4.6 4.2
Gini coefficient 28 29 49 29 28
Risk-of-poverty threshold 7 person household]l  NAT] 5654 5654208 762391 24321369
(Hlustrative values) EUI 1338 346 3921 685 7334 1488
PPS] 2683 985 5677 1665 7263 3032
2 adults 2 dep. children)| NAT 11873 11873837 1601022 51074875
EUR 2809 727 8233 1438 15401 3124
PPS] 5633 2068 11922 3496 15252 6367
Dotar-a-day)  NAT| 2243 8673125 103192 15028457
EURl 531 531 423 531 514
PRS- 1064 1510 1028 531 1072
Dispersion around 40% of median 4 5 3 9 5 4
the risk-of-poverty 50% of mediar 8 9 6 16 9 8
thresfiold 60% of medan 15 16 11 23 15 14
70% of median| 22 24 19 31 23 21
RJsk-of-poverty rafe Before all transfers 46 39 37 31 40 43
Including pensions 28 22 18 26 24 27
Including all transfers 15 16 11 23 15 14
Relative risk-of-poverty gap 20 21 18 27 22 19

. No data available
Source:

see Methodological notes.

Notes: The ACC and EU-15 means are population weighted averages for countries for which the indicator is available.
PPP estimates at the level of final consumption at households from the European Comparison Programme are used (except CZ, TR : PPP at

level of total GDP)
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> ESSENTIAL INFORMATION - METHODOLOGICAL NOTES
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Data used

Figures presented in this publication come from National Surveys for Candidate and Acceding Countries and, for the EU mean, from
the European Community Household Panel (ECHP) users’ database, version of December 2002 wave 6 conducted in 1999). The table
presents the different sources and their income reference period.

COUNTRY Source Income reference period Continuous survey
Bulgaria Household Budget Survey (1999) Year of the survey No
Cyprus Family expenditure survey (1997) Last twelve months No
Czech Republic Microcensus (1996) Last twelve months No
Estonia Household Budget Survey (2000) Month of the survey Yes
Latvia Household Budget Survey (1999) Month of the survey Yes
Lithuania Household Budget Survey (1999) Month of the survey Yes
Malta Household Budget Survey (2000) Year before the survey No
Poland Household Budget Survey (1999) Month of the survey Yes
Romania Household Integrated Survey (1999) Month of the survey Yes
Slovenia Household Budget Survey (1999) Last twelve months Yes
Turkey Household Income Distribution Survey (1994) Calendar Year No

Disposable Income

For the EU Countries, as measured in the ECHP, household total disposable income is taken to be all net monetary income received by
the household and its members at the time of the survey interview — namely all income from work (employee wages and self-
employment earnings), private income from investment and property, plus all social transfers received directly including old-age
pensions, net of any taxes and social contributions paid. However, no account is taken of indirect social transfers, loans interest
payment, transfers paid to other households, and imputed rent for owner-occupied accommodation.

For Candidate and Acceding Countries, in order to approximate as closely as possible to the ECHP income definition, components
such as the following were excluded: lottery winnings, insurance claim receipts, non-regular gifts (although regular transfers received
from other households were included), all transfers paid to other households, sales of property (for example houses or cars). The
impact of these adjustments on reported values can be significant by comparison with the income definitions used in these countries
and based on the Household budget surveys.

Furthermore, for Candidate and Acceding Countries, income-in-kind was included in the total income definition, as it is considered to be
a more substantial subcomponent of the disposable income for these countries than is the case for EU Member States, and its
exclusion would significantly underestimate the actual situation. ‘Income in kind’ involves goods produced directly by the household
through either a private or a professional activity (e.g. own production of food from a farming household, or a household whose leisure
activity is connected with agriculture; products from hunting or fishing; withdrawals from stocks by tradespeople etc.). These services
obtained free of charge as part of a professional activity are also classified as ‘benefits in kind' (e.g. provision of housing, company
vehicle, creche facilities, free meals at work, etc.). However, collecting information regarding ‘income-in-kind' ¢an involve a number of
difficulties, due to the different methods of estimating ‘income-in-kind’, and due to the different relative importance of this income in the
different countries, as well as within countries. At the moment, these components are not included in the ECHP and only the value of a
company car for private use is planned to be included as a mandatory requirement from the beginning of the EU-SILC (other elements
will become mandatory from 2007).

Please also note that self-employment income is acknowledged to be difficult to collect whatever the survey. The way that the surveys
take self-employment income into account differs greatly.

Once total household income is collected, the figures are given per “equivalent adult’, in order to reflect differences in household size
and composition. In other words, the total household income is divided by its equivalent size using the so-called “modified OECD”
equivalence scale. This scale gives a weight of 1.0 to the first adult, 0.5 to any other household member aged 14 and over and 0.3 to
each child. The resulting figure is attributed to each member of the household, whether adult or chiidren. The equivalent size of a
household that consists of 2 adults and 2 children below the age of 14 is therefore: 1.0+0.5+(2*0.3) = 2.1.

Purchasing Power Parities (PPP) and Purchasing Power Standards (PPS)

PPP are a fictitious currency exchange rate, which eliminate the impact of price level differences across countries. Thus 1 PPS will buy
a comparable basket of goods and services in each country. For ease of understanding they are scaled at EU level. The detailed
methodology of the monetary Laeken indicators presented in this publication is available on the Eurostat
CIRCA website or from the authors on request.
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