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Main contents of the presentation

▪ Official poverty estimates based on HBS

▪ Relative poverty analysis

▪ Absolute poverty analysis



Household Budget Survey: mainobjective

The main target of the HBS is represented by all

expenditures incurred by resident households to

purchase goods and services exclusively devoted to

household consumption

household monthly 

consumption expenditure 

estimate



Household Budget Survey: mainuses

The HBS represents the informative base for:

▪ the official estimates of relative and absolute poverty

in Italy

▪ the quarterly estimate of household final

consumption expenditure (National Accounts)

▪ the annual weighting of the Consumer Price Index

basket

▪ the measure of inflation by household expenditure

classes



As the largest part of consumption expenditure (food, housing) is

done at household level, household is the survey unit and

household questionnaires are used.

A household consists of people:

▪ living together in the same dwelling;

▪ having legal relationship (by blood, marriage, adoption or

guardianship) or affective ties;

▪ sharing (in part or entirely) incomes and expenditures.

People living in the same dwelling exclusively for economic

reasons (e.g. domestic help, baby-sitter, tenant) are not

considered members of the household.

Household Budget Survey: survey unit



HBS is the informative base for the official poverty

estimates in Italy:

▪ relative poverty estimates

▪ absolute poverty estimates

both defined at the household level under the implicit

hypothesis that resources are equally distributed

among household members.

Household Budget Survey: official poverty estimates

This assumption doesn’t always correspond to

reality but plays an important operational role!



ISTAT estimates of poverty, based on the HBS, are at the

household level.

Individuals living in poor households are poor, under the

hypothesis that all household members have the same

chance of accessing household economic resources.

Official poverty estimates: households vs individuals



Official poverty estimates: relative and absolute 

poverty

Relative poverty

is the situation of relative disadvantage that affects a certain

share of households in the reference population.

It is defined with respect to the average living standard of

the reference population, and it therefore measures

inequality in the population.

Absolute poverty:

is the economic condition of inability to purchase a given set

of goods and services.

It is defined regardless of the average living standard of the

reference population.



HBS is the informative base for the official estimate of

relative poverty in Italy.

The ISTAT estimate of the relative poverty is based on a

national poverty line known as

International Standard of Poverty Line - ISPL

defining as poor a household of two components with

a consumption expenditure level lower or equal to the

average per-capita consumption expenditure.

Relative poverty analysis: poverty line



Household consumption expenditure used for

measuring poverty does not include expenditures on:

- major maintenance and repair of the dwelling

- premiums of life insurance policies or annuity

Relative poverty analysis: poverty line



To define the relative poverty line for different household

sizes an equivalence scale (Carbonaro equivalence

scale) is used to take into account different needs and

scale economies that occur as the number of household

members increases.

Relative poverty analysis: equivalence scale

Household size Coefficient

1 member 0.60

2 members 1.00

3 members 1.33

4 members 1.63

5 members 1.90

6 members 2.16

7+ members 2.40

Carbonaro

equivalence 

scale 

coefficients
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Relative poverty analysis: main indicators

To summarize information on different poverty aspects

(spread, intensity) two indices are calculated:

… measuring the 

proportion of poors

… measuring 'how much 

poor are the poors')(
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increase in periods of economic growth

decrease in periods of economic recession or stagnation

Relative poverty analysis: poverty line variations/1

The relative poverty line strictly depends on variations

of the distribution of household consumption expenditure.

As a consequence, the relative poverty incidence could:



Consumption expenditure increases more among

households with higher levels of consumption 

expenditure than among households with lower levels 

Inequality increase

Households with lower levels of consumption expenditure worsen 

their relative condition compared to the other households

Poverty line value 

increase

Growth of the number of poor households

Despite even poor households have improved their living conditions

Economic growth

Relative poverty analysis: poverty line variations/2



Relative poverty analysis: some results
Relative poverty thresholds (euros) - Year 2016

Number of components €

1 636.81

2 1,061.35

3 1,411.60

4 1,730.00

5 2,016.57

6 2,292.52

7 and over 2,547.24

Year 2016

Households Individuals

Household 

relative poverty 

incidence 

(per 100 households with 

the same characteristics)

Households 

in relative 

poverty 

(%)

Household 

relative poverty 

intensity 

(per hundred values)

Individual relative 

poverty 

incidence 

(per 100 individuals with 

the same characteristics)

Individuals 

in relative 

poverty 

(%)

North 5.7 25.6 24.7 8.4 27.2
Centre 7.8 15.2 23.7 10.7 15.1
South and islands 19.7 59.2 24.3 23.5 57.7
Italy 10.6 100 24.3 14.0 100

2,734,000 households 8,465,000 individuals

ISPL 2016



Relative poverty analysis: some results - households

Household relative poverty 

incidence by household typology -

Year 2016
%

single member 18-64 years 5.3

single member 65+ years 5.2

couple without children and r.p. 18-64 7.5

couple without children and r.p. 65+ 7.9

couple with one child 10.9

couple with 2 children 16.8

couple with 3 or more children 28.1

single parent 13.9

other typologies 19.9

all resident households 10.6

Household relative poverty incidence by 

household typology - Year 2016
%

Households by presence of foreign members

with all national members 8.5

with national and non national members 36.1

with all non national members 31.5

Households by presence of elderly people

1 elderly 7.1

2 elderly or more 9.2

at least one elderly 7.8

Households by presence of minor children

1 minor child 13.2

2 minor children 20.1

3 or more minor children 42.0

at least one minor child 18.2



Relative poverty analysis: some results - individuals

Individual relative poverty 

incidence by age class 

(per 100 individuals with the 

same characteristics) 

- Year 2016
%

0-17 years 22.3

18-34 years 16.8

35-64 years 12.7

65+ years 8.2
all resident individuals 14.0

Individual relative poverty 

incidence by sex 

(per 100 individuals with the 

same characteristics) 

- Year 2016
%

Male 14.1

Female 14.0
all resident individuals 14.0



Relative poverty indicators are influenced by 

increasing/decreasing of social differences

Istat calculates also different

absolute poverty  threshold

Defined, in general, as the monetary value, at current prices, of 

a fixed basket of goods and services considered essential for

each household (according to the number and age of its members, 

geographical area of residence and municipality demographic size) to 

attain the minimum acceptable standard of living

Absolute poverty analysis: threshold definition



▪ Review of the threshold over time

(revaluation of its monetary value from year to year in the light of trend in prices)

▪ Identification of individual and household essential

requirements

▪ Identification of sources for evaluating costs of goods and

services in the basket

▪ Definition of the absolute poverty threshold

(minimum value of economic resources necessary to a household for not

being defined as absolute poor)

Absolute poverty measure: steps

▪ Identification, for each essential requirement, of goods and

services to add to the basket (that are, goods and services

considered as essential to avoid severe forms of social exclusion)



Essential requirements refer to the idea of

acceptable minimum standard of living

a household that cannot afford to purchase goods and

services essential to meet basic needs cannot even

attain an acceptable standard of living, although modest,

in the social context in which it lives. This could imply

severe forms of social exclusion.

Essential requirements

Identification of individual and household essential requirements



▪ Basic needs are homogeneous across the

country (except for differences due to external factors,

such as weather conditions influencing heating demand)

▪ Costs to meet basic needs may differ in

different geographical areas of the country,

since they reflect local variations of prices of

goods and services in the basket

Identification of individual and household essential requirements

Essential requirements:assumptions



INDIVIDUAL NEEDS 

have been however defined at household level

They have been aggregated according to demographic

characteristics of individuals (sex, age) and taking into account

both potential economies of scale and saving forms that can

be realized in different household typologies.

«need» unit: individual or household

basket unit: household

Essential requirements:definition

Identification of individual and household essential requirements



▪ adequate nutrition

▪ availability of a dwelling of adequate size according to household

size and equipped with heating and main services, durable goods

and accessories

▪ minimum necessary to dress, communicate, be informed,

move, be educated and be in good health

Essential requirementsand basket components

Food and drink 

component

Housing component

Residual component
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Identification of individual and household essential requirements



▪ Food and drink component

according to sex and age of individuals, the minimum requirement is defined as

the minimum nutritional and energy intake to protect against nutritional

deficiencies translated into combinations of average daily food quantities

▪ Housing component

the minimum requirement is defined as a rented dwelling at market prices:

▪ minimum dwelling size: Ministerial Decree 5/7/1975

▪ basic durable goods: refrigerator, cooker, washing machine, TV

▪ energy minimum consumption: estimated by Authority for electricity and gas,

by household size and available electrical durable goods

▪ heating: --

▪ Residual component

Goods and services in this component

▪ strongly depend on individual characteristics

▪ cannot be analytically quantified

«Minimum»requirements (in terms ofgoods and services)

Identification of goods and services to add to the basket



taking into account that prices may differ according to

different distribution canals and geographical areas

The evaluation of the monetary value (cost) of each

basket component has been obtained considering for

single goods and services

not simply 

the absolute 

minimum 

price!!!

the minimum price

accessible to all households

Monetaryevaluationof minimumrequirements

Identification of sources for evaluating costs of goods and services in the basket



Rental: estimated through a model based on HBS data, by

geographical area and municipality demographic size.

▪ Food and drink component

evaluation and sum of monetary values of individual diets (“average

price” of different distribution canals).

On evaluating the minimum cost of basket, specific “saving coefficients”

are applied to take into account the effect of possible saving actions:

larger/smaller households can save/not save money on purchasing

bigger quantities of food or on being forced to buy the minimum

packaging.

▪ Housing component

▪ basic durable goods: calculation of depreciation quotas, obtained

on the basis of consumer price and average duration

▪ energy: evaluation at current prices

▪ heating: estimated through a model based on HBS data, by

geographical area, dwelling size and household typology

Monetaryevaluationof basket components/1

Identification of sources for evaluating costs of goods and services in the basket



Evidences from HBS data show that the residual

expenditure is influenced by household typology, both

for level and composition, similarly to what happens to

expenditure on food and drink

On the basis of the association observed between the

two expenditures, specific coefficients have been

estimated to be applied to the monetary value of food

and drink component to obtain the monetary value of the

residual component

Monetaryevaluationof basket components/2

▪ Residual component

Identification of sources for evaluating costs of goods and services in the basket



It is the monetary value of the basket, obtained by direct sum

of the monetary values of the different components.

The estimate of the absolute poverty defines as absolute poor a

household with a consumption expenditure lower or equal to

the threshold.

The monetary value of the basket of absolute poverty varies

according to:

▪ number and age of household members

▪ geographical area of residence 

▪ municipality demographic size

The absolutepoverty threshold: definition

there are many 

absolute poverty 

thresholds 

(more than 300), 

not a single 

one!!!

Definition of the absolute poverty threshold



The monetary value of the basket, defined for the

year 2005, is revaluated from year to year,

differentiating the trend of consumer prices with

respect to goods and services (specific indexes) and

to territory (geographical area)

Review of the threshold over time

The absolutepoverty threshold: reviewover time
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Main indices
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To summarize information on different poverty aspects

(spread, intensity) two indices are calculated:

… measuring the 
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… measuring 'how 

poors are the 

poors'



Absolute poverty analysis: some results

Year 2016

Households Individuals

Household 

absolute poverty 

incidence 

(per 100 households with 

the same characteristics)

Households 

in absolute 

poverty 

(%)

Individual 

absolute poverty 

incidence 

(per 100 individuals with 

the same characteristics)

Individuals 

in absolute 

poverty 

(%)

North 5.0 37.6 6.7 38.6
Centre 5.9 19.2 7.3 18.4
South and islands 8.5 43.2 9.8 43.0
Italy 6.3 100.0 7.9 100.0

1,619,000 households 4,742,000 individuals



Absolute poverty analysis: some results - households

Household absolute poverty 

incidence by household typology -

Year 2016
%

single member 18-64 years 5.7

single member 65+ years 4.2

couple without children and r.p. 18-64 5.4

couple without children and r.p. 65+ 2.7

couple with one child 5.5

couple with 2 children 8.9

couple with 3 or more children 14.7

single parent 7.9

other typologies 10.9

all resident households 6.3

Household absolute poverty incidence 

by household typology - Year 2016
%

Households by presence of foreign members

with all national members 4.4

with national and non national members 27.4

with all non national members 25.7

Households by presence of elderly people

1 elderly 4.2

2 elderly or more 3.5

at least one elderly 3.9

Households by presence of minor children

1 minor child 7.2

2 minor children 10.0

3 or more minor children 26.8

at least one minor child 9.9



Absolute poverty analysis: some results - individuals

Individual absolute poverty 

incidence by age class 

(per 100 individuals with the 

same characteristics) 

- Year 2016
%

0-17 years 12.5

18-34 years 10.0

35-64 years 7.3

65+ years 3.8
all resident individuals 7.9

Individual absolute poverty 

incidence by sex 

(per 100 individuals with the 

same characteristics) 

- Year 2016
%

Male 7.8

Female 7.9
all resident individuals 7.9

1,292,000 individuals 0-17 years

(in 2005 was 3.9%)
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