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Abstract

We study inter-temporal changes in poverty for Germany from year 1978 to 2003, and
we employ the bootstrap method to test for statistical significance of results. All
results are decomposed by household type and region. Poverty estimates are
particularly high for single parents. Most striking, however, is the poverty divide
between the old and newly-formed German Federal States, with poverty being
significantly higher in the latter. We conduct a nonlinear Oaxaca-Blinder
decomposition to quantify the separate contribution of regional differences in
households’ characteristics to the probability of being poor.
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1 Introduction

Poverty and child poverty in particular are recagdi as key social problems. Duncan and
Brooks-Gunn (1997) and later studies like GreggMadhin (2000) suggest that growing up
poor is likely to have negative effects on childrelearning and social capabilities, and on
their future life chances. Poor families’ childrere anore likely to become teen and sole
parents, are less successful in school (see, for examgkgrPand Schady, 2007) and in the
labor market (see, for example, Chase-Landsdale andk®f@onn, 1995, Rodgers and Pryor,
1998, or Oreopoulos et al., 2008). According to ro@dstudies, poverty during infancy and
childhood is an important predictor of mortality riskeé, for example, Nelson, 1992,
Nersesian et al., 1985, and Wise et al., 1985). Sipildtarmot (2004) finds the health
conditions of adults to depend crucially on the imtlial economic opportunities, the so-
called status syndrom. Other studies find positive @ioms between peoples’ economic
situation on the one hand and drug use and crimeoatt® other (see Patterson, 2006).
Being poor not only is an individual tragedy. Higbvprty rates are likely to create
social costs, resulting average income to grow lesslyapkbr example, if households face
credit constraints, which again prevent them from uwadleng efficient human capital
investments. Substantial income and wealth disparitieg a0 discourage and frustrate
people. In turn, deprived people might withdraw freatial life, stop looking for work, or
turn their backs on the democratic system. Finallgividuals who feel powerless in view of
large economic disparities may see no other chanecepmve their economic situation but to
infringe social and ethical rules and norms. All thigs$ true in rich as it is in poor countries.
This study investigates the long-run poverty trends emngany. Six waves of the
German Sample Survey of Income and Expenditures from 883 to 2003 form our
database. Estimates are decomposed by region of resi@@vey-formed vs. old German
Federal States) and household type. As a thresh@djse both a relative and an absolute
poverty line applied. To allow for inter-temporal neparability of results, the absolute
poverty line is held constant over time in CPI adjustehetary units. Our incidence measure
is the head count ratio, the normalized poverty gép rs our measure of poverty intensity.
Not all of our findings are new. Several empiricaldg#s have explored poverty in
Germany. Examples are Burkhauser et al. (1996), Smeetlin (2000), Schluter (2001),
Jenkins et al. (2003), Jenkins and Schluter (20@8ljetta (2006), and Corak et al. (2008).

! See Okun (1975) or Welch (1999) for opposite amjuis



For a comprehensive literature review see Hauser ackeB€003). This article builds upon
aforementioned literatures, extending it along tuoehsions.

First, we employ the bootstrap method to test for stegissignificance of results. In
the context of inequality and poverty, the bootstgproach was first applied by Mills and
Zandvakili (1997), and its validity has been showBiewen (2002). Our results contribute to
closing an apparent lack of statistical inferencehm eémpirical poverty literature. Over the
observation period, poverty is on the ease if the latespoverty line is applied. However,
little change for the better is found if the relatipoverty line is applied. Across household
types, single parents with children are prone to l.pdost striking, however, is the huge
regional divide in poverty: both the incidence ahd intensity of poverty are substantially
higher in the New Federal States.

The latter finding asks for explanations. Is it thenrBcation shock, turning the New
States economy upside down from a command to a markebragoand causing humerous
firm liquidations, which causes the East/West povertyddi¥ Or is it that East German
households have socio-economic characteristics making plaeularly prone to be poor?
As the second extension, to address these questions, digct@amnon-linear Oaxaca-Blinder
decomposition. The decomposition quantifies how mucthefBast/West poverty divide is
due to differences in Old and New States househslutsbeconomic characteristics, the so-
called characteristics effect.

It turns out that, in year 1993 the characteristftsceis unable to explain any of the
poverty divide. Presuming the non-existence from naentables, this result indicates that
the reunification shock was the single reason for theeqty divide in the early years after
reunification. Over time, however, the charactersstffect becomes more relevant. In year
2003 already, it explains about 30 percent of tthveepy divide. Migration of well-educated
and well-trained people, moving from the newly formedthe old Federal States, may
underlie this trend.

The paper is structured as follows. Section 2 explkangloyed poverty measures, the
use of the bootstrap method, and the Oaxaca-Blindevnggosition approach. Section 3
portraits the inter-temporal poverty trends includitests for significance. Section 4
summarizes the results from the non-linear Oaxaca-Bliddepmposition approach, and

Section 5 concludes.

2 Methodological considerations



2.1 Conventions related to poverty measurement

Our analysis builds on six waves of the German Samplee$wf Household Income and
Expenditure (EVS) collected at 5-year intervals leetw1978 and 2003. The EVS is provided
by the German Federal Statistical Office, and costaepresentative household data on
incomes, taxes, social security contributions, socialstems, wealth, inventories, and
expenditures, as well as several other socio-economiclemadgraphic characteristics. Per
cross section, sample size ranges between 40,000 to 6@08&hold units.

The assessment of poverty necessitates several conventitths immediate
implications for the way we have processed the ddtiast, an income concept must be
selected. Following standard international practiak, estimates are derived fro@PI-
adjusted equivalent disposable household inc@fmaceforth “equivalent income”). It is not
directly reported in the EVS, but can easily be camgdrom the EVS variabldisposable
household incomégross earnings, capital and self-employment inconus, pliblic transfers
and imputed rents, minus income taxes and social seaanityibutions). First, we adjust
disposable household income for changing consumer pnidees (CPI). Incomes are
adjusted to 2003 prices in EurbSecond, to control for differences in households'dsge
CPl-adjusted disposable household income is divided Hey GECD modified scalé
Equivalent incomes are the outcome of the two-stefsadgnt.

Second, a poverty line must be defined. In Germanyffarial poverty line does not
exist. We follow the European Statistical Office whiecommends a 60-percent-of-median
standardrelative poverty line(RPL)> Before reunification, it is based on the population
resident in West Germany; afterwards, on the whole lptipn® A RPL ties down the
minimum acceptable income to what other people getcéjetterived poverty estimates, for
example, remain unchanged if incomes of all househalow gver time at same rate. A
decrease in poverty essentially mirrors an improving @wan situation of low income

relative to high income households. Additionally, vpplg anabsolute poverty lin€APL).

% See also Deaton (2004).

3 Although most Newly formed States districts ang-frice regions, we apply the same consumer pridex to
households with residence in the Old and Newly frserman States. The reason is that a roughdtistinof
consumer prices by Old and Newly formed GermaneStabes not adequately capture living conditions in
Germany. For example, structurally weak areaseérQld States like Bavarian areas nearby the Czeaeb as
well as some regions in Rhineland-Palatinate, th&rl8nd and Hesse, are also low-price areas (ssfelf@t
al., 2007, for details).

4 The OECD modified scale assigns a value of 1.€héofirst adult household member, of 0.5 (0.3) ache
further person of age 14 and above (below 14 years)

® See Eurostat, 2000, and Brewer and Gregg, 2002efails.

® Alternatively, distinct poverty lines for East adest Germany could have been applied (for a disonssee
Corak et al., 2008). As equivalent income is onrage (median) lower in the Newly formed Statess thi
procedure would lead to lower poverty estimateh@éNew and higher poverty estimates in the OldeSta



Its monetary threshold coincides with the 2003 relgtiseerty line, and it is held constant for
earlier periods. In case of an absolute poverty, lpgzverty remains constant if the income
poor do not experience real income growth.

The third convention relates to the unit of analyisés,households vs. individuals. All
our poverty estimates are assessed on the individual leiraimunizes poverty estimates for
changes in household formation. E.g., poverty is ffected by four poor people formerly
living in the same household unit chose to live in smpahousehold units. Technically
speaking, let an EVS sampling unit consist of four memlaerd,its frequency weight be 50.
Then we assign equivalent income to each of the umémbers. If equivalent income is
(not) below the poverty line, 200 people are asseas€don) poor.

A fourth convention relates to the poverty measure. aWploy a class of indexes
introduced by Foster et al. (1984), covering two ytap poverty measures with

complementary features. Letdenote the poverty line (in money units), aydthe equivalent

income of household unit Leti =1,...,q denote the poor household units with< z, then,

O @)= Sen)(1-L] -L )24

i=1 z i= V4
In equation (1), w denotes the EVS frequency weight pertaining to household iunit
consisting ofn members. The total number of observatidNs,is defined asN = Ziwi n .

The termz— y denotes the poverty gap pertainingitoFor o =0, equation (1) is the head

count ratio. The head count ratio is a pure incidence measure, prothdirfgequency of
poverty among the population but not “on the depth and distribution of poveeg"Hoster,
1998, p. 336). lfa =1, we have the poverty gap ratio, the head count ratio times the average
poverty gap. Gap measures add an important dimension to incidence esgti®iintensity
of poverty, i.e., how far the incomes of the income poor fall below the poveety li

Fifth, the level of dis-aggregation must be defined. We provide povstitpaes by
region of residence (Newly formed and Old Federal States) anéhwldsype. Altogether,
nine household types are distinguished: single parents with one, twdhraedor more
children; (married or non-married) couples with one, two, and tlreenore children;
childless single adults, childless couples, and other childless houskiitsldT hroughout the
paper, we define children as persons below 18 years. Unweighted nwhbeusehold units

are provided in the Appendix (see Tables Al).



2.2 Bootstrap inference and poverty
To test for statistical significance of differences in povantices, we compute confidence
intervals using the bootstrap method. From each EVS cross sectBomraw, with
replacementB =100 random samples. Each random sample contains as many sampling units
as the original cross section. Each sampling unit in the orighoals section has the same
probability of being selected. So the bootstrap does not account fofreéy#ncy weights,
but the weights are accounted for whenever a poverty measure jgiteoinBe it for the
calculation of point estimates from the original database othfoicalculation of confidence
intervals from bootstrap samples (see Biewen, 2002).

Accordingly, per cross section, we compievalues of a poverty index, one for each
bootstrap sample. To derive confidence intervals for our estimage$ollow Hall (1994).

Hall's confidence interval at the 95 percent level for the trueievaf | is given by

*

low

Pr(Zf— lign <1 <20 1 )=(100— 20)/100, where I denotes the point estimate based on

*

the original sample and;igh (1:.) denotes the 2"5upper (lower) percentile in the bootstrap

low

distribution of estimates. If we want to test for significa of a change in poverty between

periodst andt-5, this givesB differences,Al (@)” = I ()" - ()", whereb=1....B

and 1(«)” denotes the poverty estimate from bootstrap distribution period t. The

A~

difference in point estimates ial = l, — |At_5- Hence, Hall's (1994) percentile confidence

*

interval is given by Pr(ZAf — Alygy <Al < 2AT - Al )= (100-2c)/100. The term Al

low

*

denotes the 2'5upper andAl;, is the 2.8 lower percentile in the bootstrap distribution of

low
differences, andAl is the true difference. An index difference is statidiycdifferent from

zero if Hall's confidence interval does not include zero.

2.3 The non-linear Oaxaca-Blinder decompositionrapph

We conduct an Oaxaca-Blinder decomposition for nonlinear regressiemgxaca, 1973,
Blinder, 1973, and Fairlie, 2005) to investigate whether differenceseirdistributions of
socioeconomic characteristics in East and West Germanyxpéairethe East/West poverty

divide. More precisely, we assess the separate contribution aip gadferences in



individual/household characteristics to the probability of being pootrolling for all other
characteristicysee Fairlie, 2005).

The non-linear decomposition approach builds on logit regressions. Irogdfie |
regressions, the independent variable is a dummy. It is equal tballusehold unit is
poor, where else it is zero. Newly formed vs. Old German Shateseholds are assigned to
two mutually-exclusive groupg € {01}In the logit model, the likelihood df being poor
IS,

(2)  RU=Pr(y <2)=F(x*5°)=exdx’s° )/ L+ explx?° ),

where x is a vector of household and individual charast®s, andF is the cumulative
distribution function from the logistic distributio Based on the logit estimates, the
difference in the poverty rates between the grasips

B a_a{iﬂﬁlﬁ) lM} {Z F(xp )_“Zl F(ﬁ’f’)

i=1

characterstics-effect coefficien—effect& unobservales
(see Fairlie, 2005). In equation (3¥ (F) denotes the poverty rate in grogp= (g: O),

and ,5’9 is the vector of coefficient estimates fgr The first term in brackets is the so-called
aggregate characteristics effect which is the giattte poverty divide due to differences in the
distributions of independent variables. The sedenah captures the part of the poverty divide
which can be explained by differences in group esses determining poverty, but also due
to group differences in non-quantified endowmeAssit mixes up coefficient effects and the
impact of non-observables (see Jones 1983, and Ca@®6), it lacks a clear interpretation.

For this reason, we refrain from commenting onsbeond term in the Sections that follow.

3 Long-run poverty trends

Figure 1 gives the two poverty lines underlyingalt calculations (expressed in CPI adjusted
Euros). The solid line connects point estimatesesponding to the 60-percent-of-median

RPL, and the dashed line connects APL point estimatertical bars indicate 95 percent Hall

confidence intervals(ZZ—zZigh ,22—2T0W), where 7 is the point estimate of the respective

poverty line, Z,, is the 2.8 upper andz,, is the 2.8 lower percentile of the bootstrap

distribution of poverty lines. The monetary equerdlof the RPL significantly increases over

" A technically related analysis has recently beendacted by Gradin (2008) to investigate differenge
poverty rates between minorities in the United &tat



time. Only German Reunification causes a tempasknwdown of the increase between 1988
and 1993. By construction, the APL remains constaet time, and coincides with the RPL
in 2003.

[Figure 1 about here]

3.1 The general picture

Figure 2 provides region-specific RPL and APL bdsedd count ratios, FGT(0), and poverty
gap ratios, FGT(1). Dark lines connect estimatestie@ Old States, whereas light lines
connect New States estimates. Solid lines refeRRbL-based indices. APL-based point
estimates are connected by dashed lines. As ird-iyuvertical bars depict 95 percent Hall

confidence intervals of estimates.

[Figure 2 about here]

Looking at estimates from a single cross sectioostneye-catching is a substantial
difference in poverty levels between the two Germagions. In the newly formed East
German States, poverty estimates average at stibjahigher levels. For example, in year
1993 about 22 percent of the East German populédibbelow the RPL as opposed to only
13 percent of the population living in the West @an states. In fact, the 1993 APL-based
head count ratio in East Germany reaches almospe3fent (West Germany: about 12
percent). Such an East/West poverty divide alsst&xn poverty gap ratios. Region-specific
RPL-based (APL-based) poverty gap ratios diffembgut three (two) percentage points. In
Section 4, we further scrutinize the East/Westd#ivin head count ratios by means of an
Oaxaca-Blinder decomposition.

Comparing estimates over time, Figure 2 suggesistantemporal decline in APL-
based poverty estimates. Most pronounced is thg stexline of poverty in the New Federal
States between 1993 and 1998. It is interestingetmgnize that decreasing APL-based
poverty estimates do not always translate into ebs®s in RPL-based measures. Instead,
RPL-based estimates convey a rather inconclusigeingi. From the late 1970s onwards,
poverty estimates in the Old Federal States fiostig, reaching a high point in the late 1980s,
decline sharply between 1988 and 1993, beforegiammain. In the New States, the graphs

suggest a slightly declining head count and a 8\ighcreasing poverty gap ratio.



Tests for significance of inter-temporal changes &sported in Table 1. More
precisely, Table 1 gives the differences in povetjimates derived from two consecutive

~

EVS cross sectionsAl = ft -1, 5, together with the respective Hall confidence rveé

derived from the bootstrap samples. So, it is asmhg differences in point estimates from a
recent year to a base year. A positive (negatiig) mdicates that the poverty gap ratio

between periodt-5 and t has gone up (down), and a star confirms the chsnge
significance. For example, take the entry 446 ” in column “West Germany, 1993 %
1988, row “absolute Al (0)". It indicates a significant decline in the APLseal head
count ratio between 1988 and 1993 in the Old Stagek46 percentage points.

[Table 1 about here]

We comment on the Old States first. Test statistarsoborate the visual impression
from Figure 2. RPL-based head count and povertyrgaps rise significantly between 1978
and 1988, decline between 1988 and 19€i8e again between 1993 and 1998, and stagnate
since then. APL-based figures indicate a robust sigdificant downward trend both in the
incidence and intensity of poverty. Encouragingligo poverty estimates in the New States
decrease, at least in the early years after Reatidn. From 1993 to 1998, head count and
poverty gap ratios fall significantly. Yet, thisetrd comes to a quick end. Comparing 1998
and 2003, only one out of four differences is pesjt one is negative and two are

insignificant.

3.2 Poverty estimates by household-type

We next turn to the question whether results frauti®n 3.1 equally apply to all household
types, and whether poverty levels differ by houskhgpe. We start of answering these
guestions using the same measures as in Figum@kerbdown by the nine household types
defined in Section 2.1. Head count ratios are degien Figure 3a, poverty gap ratios in
Figure 3b. Within each figure, nine graphs are jgled, one for each household type. Again
solid (dashed) lines refer to the relative (abs)lpmoverty line. Differences in bar width and

color are chosen to offset Hall confidence inteswasually.

8 The pronounced decline between 1988 and 1993iverdby German reunification, leading to many low
income households entering the sample.



[Figures 3a and 3b about here]

There are striking differences across householdsyp the incidence and intensity of
poverty. Most vulnerable to poverty are single parouseholds. As can be seen from Figure
3a, about 22 percent (31 percent) of West Gernragiesparents with one child fall below the
RPL (APL) in year 1993, around 49 percent (56 paiicen the New States. Point estimates
suggest that single parents with two children héeehighest poverty risk: RPL-based (APL-
based) head count ratios in 1993 are 36 percenpédeent) in the West and 55 percent (69
percent) in the East. Confidence intervals, howeweticate that standard errors for single
parents are particularly high. Consequently, pesttmates should be interpreted with care.
Also the poverty intensity is particularly high feingle parents. As can be seen from Figure
3b, poverty gap ratios for single parents outragstgmates for all other household types by
far. In sum, all our figures hint at an extra payeisk faced by single parents.

Inter-temporal changes in poverty estimates arécpéarly interesting. Tables 2a to

2i, in analogy to Table 1, complement the grapkigosition with tests for significance. For
example, take the entry060 " in Table 3a, column1'998 % 1993 row “ relative, Al (1)".
It is the difference in the RPL-based point estesghoverty gap ratios in 1998 and 1993 in

case of “other childless households.”
[Tables2ato 2i about here]

We comment on the OIld States first. Here, intergieral differences in RPL-based
head count and poverty gap ratios for 1978 and 1&&3positive for five out of nine
household types, i.e., for other childless hous#)adingle parents/couples with one or two
children. Positive signs of the differences indictitat the incidence and intensity of poverty
has gone up. In all other cases differences aignifisant. On the contrary, for the same
period, APL-based differences convey a rather aontig picture. Only single parents with
one child experience a simultaneous rise in the&dhcount and poverty gap ratio. Poverty
gap ratios increase for single parents with twddcen, and couples with one or two children.
On the contrary, poverty levels lower for childlessgle adults, childless couples and couples
with three or more children.

Estimates remain quite stable between 1983 and.1©88/ poverty estimates for

single parents with one or two children change ifgantly and consistently across

10



indicators, and indicate rising poverty levels. Teriod from 1988 to 1993 is characterized
by a significant decline in poverty levels: 24 oot 36 differences are negative and
significantly different from zero. All other diffences are insignificant. Between 1993 and
1998, poverty again is on the rise. Particularlyiddbss households, single parents and
couples with one child or two children are affect&ttween 1998 and 2003, RPL-based
poverty indices systematically and significantlycidmse for couples with children, and rise
for childless couples. All other household types ot affected by any systematic change.

Concerning the New States, household-type spepifierty estimates for 1993 and
1998 differ less than one might have expected. @mlyxouples with three or more children
we find estimates to be significantly lower in 1988 both poverty lines. APL-based head
count and poverty gap ratios decline for otherdibfis households and childless couples. For
all other household types, results are ambiguoesw®:n 1998 and 2003 head count and
poverty gap ratios drop systematically and sigaiiity for single parents with three or more
children only. Poverty gap ratios increase sigaifity and consistently across poverty lines
for other childless households. For all other hbot# types, a systematic pattern is not
apparent.

In conclusion, we find systematic differences averty levels across household types.
Both the intensity and the incidence of poverty aeeticularly high for single parent
households. Also systematic regional differences apparent, with poverty levels being
substantially higher in the newly formed Federat&t. Over time, systematic results are
scarce. For the old Federal States, APL-based porages decline, a trend that is particularly
robust for childless single adults and couples, emables with two or more children. For
RPL-based estimates, for none of the nine housetyplds an eye-catching trend exists.
Comparing New and Old States, a prominent regidihadle became apparent, with poverty

being particularly pronounced in the New States.

4 Explaining the East/West poverty divide

The Oaxaca-Blinder decomposition builds on two sétkgit regression coefficients. One
coefficient set is derived from a pooled sample., both households resident in the New and
in the Old German States enter the regression wmaously. Hence, estimates contain
“mixed” information on the impact of socioecononaicaracteristics on poverty risk from a
region with long-established markets and instingiqWest Germany) and a region in
transition (East Germany). The other coefficientre¢ates to a regression where only Old

11



State households are included. These regressiofficca@s reveal the correlation of
socioeconomic variables with poverty risk in thel ®ederal States.

The full-sample approach seeks to answer theviollp question: “Given that the
correlation between socioeconomic characteristiod poverty was the same in East
Germany as it is in Germany as a whole, how mudh®fEast/West poverty divide can be
explained by differences in the distributions otiseconomic characteristics between the
two regions?” The restricted-sample approach arswke question: “Given that the
correlation between socioeconomic characteristickpverty was the same in the East as it
is in the West, how much of the East/West poveniidd can be explained by differences in
the distributions of socioeconomic characterighesveen the two regions?”

4.2 Regression and decomposition results

In the logit regressions, we include the followinght-hand variables: gender, age, family
status, labor force status, and highest occupdtibegree of the household head, household
type, number of income recipients, and number ohexa. Table 3 lists the independent
regression variables and their items. A sample Kol@&an provides Table A2 in the

Appendix.

[Table 3 about here]

Tables 4a-d summarize the logit-regression resktis each regressor, the marginal
effect is reported. Our regression benchmark idikdless couple (unwed) with a single
earner; the household head is a male white-collarkey, age 30 to 39, holding an
engineering school degree (or equivalent). Compavita the regression benchmark, the
poverty risk is higher if the household head is démdivorced, younger, and holds a low
educational degree. The poverty risk is also highttre household head is self-employed, a
blue collar worker, unemployed or non-working (e.g. pensioner). The poverty risk
decreases with age of the household head, if thsdimld head is married or widowed,
and/or a civil servant.

Concerning the household-level characteristios,pbwverty risk decreases in the age
of the other households members and in the nunfbemraers. It increases in the number of
children. The latter effect is more pronounceddmgle parents compared with two-parent

households, supporting our findings from SectioiM8st of the regression results are robust

12



for all three EVS cross sections, for both povdirtgs, and for both the full-sample and the

restricted-sample approach.

[Tables4a and 4b about her €]

The results from the non-linear Oaxaca-Blinderodggosition are summarized in
Tables 5a and 5b. Each reported coefficient reveals much different regional distributions
of a specific variable contribute to the East/\Wasterty divide. In all our calculations, the
West German population serves as the referencgdgand the East German population as
the comparison group.As separate contributions from independent vagmhnay be
sensitive to the variable ordering, variable ongigris randomized to approximate results
over all possible orderings (see Fairlie, 2005 dietails). To make the read more convenient,

the top rows of the tables repeat poverty rates fézction 3.

[Tables 5a and 5b about her €]

The total explanatory contribution of group di#faces in regressors is given in the
row “total explained.” The explanatory power of ttiecomposition is limited, especially for
the early years after German reunification. In thiksample approach and choosing the
relative (absolute) poverty threshold, the charigties effect can only explain 11.9 percent
(10.9 percent) of the regional poverty divide. Timsans that if New States residents had the
same characteristics as Old States residents, ifoeepancy in poverty rates would be
narrowed by a modest 1.5 percentage points. Thedesistics effect is even smaller in case
of the restricted-sample approach, indicating thatsocioeconomic characteristics-poverty
nexus has a regional component.

The ongoing transition of the East German commsgwhomy into a western-style
market economy, however, should alleviate the ewgitary power of the decomposition.
Although the explanatory power is still low in 1998rises substantially in 2003. In case of
the full-sample (restricted-sample) approach, tB@32characteristics effect explains 31.4
(28.1) percent for the poverty divide. Another pattis also interesting to note: coefficients
of the two approaches, the full-sample and thericést-sample approach, converge over

° The choice of the reference and of the comparigonp can change the decomposition results. Howéver
our decomposition analysis we do not find suchot$feand hence refrain from stating results froenacios
where reference and comparison group are revetdegstimates can be provided by the authors ugoiest.
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time. This is indicative for socioeconomic charastes start playing similar roles for
individual poverty risks in the two parts of Germgan

From the considered set of socioeconomic variald#gerences in the labor force
status are a key factor for the East-West povextigel The share of unemployed household
heads in the New Federal States is about twicslihee in the Old States. In recent years, an
exodus of high-skilled and young East Germans @éurtbontributed to this difference.
Moreover, a relatively small fraction of civil semts in East Germany, especially in the
early years after German reunification, drives plogerty divide. That more East German
household heads are female and/or divorced is analtiving source. Finally, East/West
differences in the age distributions of other hdwad#® members contribute to the East/West
poverty divide. In the opposite direction works ttegiable education.

Distributional differences in other household-lewariables hardly matter. An
interesting result, however, pertains to the védeialnumber of earners”. Over the
observation period, the associated decompositicefficeent switches from positive to
negative. Whereas above-average employment ratésnuiles in the new federal states
lowered the poverty risk in the early 1990s, risimgemployment and early retirement
dominate in years 1998 and 2003.

Summing up, the decomposition shows that in 1988 dharacteristics effect can
hardly explain any of the East/West poverty diviGéven the huge shock of reunification,
turning the New States economy upside down fronorangand to a market economy, and
numerous firm liquidations, this may not come dsgasurprise. While results for year 1998
show a steep decline in poverty rates compared983,1the convergence seems to have
stopped afterwards and poverty rates have even vgoateincreased. Furthermore, now
regional differences in the distributions of poyertlevant characteristics explain almost one
third of the East/West poverty divide. Hence, ie tlirst years after reunification higher
poverty risks were quasi randomly distributed amtng East German population, whereas
higher risks are inherent in the distribution ol@dy-relevant socioeconomic characteristics
in more recent year§. This may be due to the well endowed leaving thenemic week
regions of Eastern Germany and, therefore, thesitay divide is likely to become a

persistence or permanent phenomenon.

19 See Table A2 for a summary of the inter-tempohanges in the distributions of personal and househo
characteristics.
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5 Conclusion

A major goal of welfare states all over the woiltGluding Germany, is poverty reduction.
We quantify head count and poverty gap ratio toessswhether the situation, indeed,
improved since 1978 in Germany’s Old Federal Staf#isen the partitioning criterion is a

relative poverty line (60-percent-of-median equévellincome), our answer is “no:” there is
no significant trend of poverty reduction. Our cluston is different when an inter-

temporally constant absolute poverty line servethagpartitioning criterion. Here, our answer
is “yes:” poverty declines significantly during tbbservation period.

A Germany-specific goal is the creation of simllging circumstances across Federal
States. Our estimates, however, reveal substarggibnal differences in poverty rates.
Particularly, New States’ head count and income rgéips exceed Old States’ estimates by
far. Evidence that poverty rates have converged tinee is also limited. A non-linear
Oaxaca-Blinder decomposition of poverty rates fa two parts of Germany indicates that
the poverty divide, first of all, is owed to mactoeomic differences between the two
regions. Regional differences in the distributiasfssocioeconomic characteristics play a
minor role. In recent years, however, differencepaverty-relevant characteristics contribute
significant to the poverty divide.

Across household types, poverty rates of singleemgar are the highest. Little
improvement has been made as to that, althougbatsie problems of single parents are well
understood. They rely on the earnings of a singlesqgn, typically a low-skilled part time
working woman, so that employment income is typycdlelow and unemployment risk
above average. Moreover, child-rearing requiresitastantial amount of parental time and
affordable childcare facilities are scarce. Hempagents, and single parents in particular, face
additional opportunity costs upon deciding to wddwering their labor market participation

rates*!
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Figure 1. Income levels associated with poverty lines.
Data. German Sample Survey of Income and Expenditure.
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Figure 2. Incidence and intensity of poverty in the overall population.
Data. German Sample Survey of Income and Expenditure.
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Figure 3a. Head count ratios by household type.
Data. German Sample Survey of Income and Expenditure.
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Figure 3b. Poverty gap ratios by household type.
Data. German Sample Survey of Income and Expenditure.
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Table 1. Inter-temporal changes in poverty, all households

Old States New States
poverty poverty 1983 1988 1993 1998 2003 1998 2003
line index %1978 %1983 %1988 %1993 %1998 %1993 %1998
relative Af(O) 1.66 0.85 -3.16° 2.60 -0.05 -2.25 1.00
(95% CI) (1.24;2.24) (0.10;1.36) (-3.90;-2.49§1.91;3.18) (-0.62;0.72) (-3.95;-0.35) (-0.983)
Af(l) 0.41 0.27 -0.63 0.60 0.07 -0.13 0.54
(95% CI) (0.27;0.56) (0.12;0.44) (-0.80;-0.48J0.43;0.78) (-0.12;0.22) (-0.41;0.30) (0.10;3).9
absolute Af(O) -1.10¢ -0.76 -4.46 0.73 -1.57 -7.30 -2.20
(95% ClI) (-1.76; -0.46) (-1.45; 0.03) (-5.51; -3.59) (-0.07; 1.39) (-2.29; -0.71) (-8.65;-5.48) (-3.79; -0.85)
Af(l) -0.04 0.05 -0.97 0.2%& -0.32 -1.3F -0.12

(95% Cl) (-0.24;0.12) (-0.17; 0.27) (-1.24; -0.76) (0.03;0.42) (-0.54;-0.09)(-1.63;-0.74) (-0.58; 0.21)

Note. Af(.) denotes the observed change in poverty indicesdagtweriods t and t-5. Cl denotes Hall's confidence

interval.” denotes that the change is significantly diffefeomn zero at the 5% level.
Source. German Sample Survey of Income and Expenditu®@&8-2003. Own calculations.




Table 2a. Inter-temporal changes in poverty, other childless Hmlds

Old States New States

poverty poverty 1983 1988 1993 1998 2003 1998 2003
line index %1978 %1983 %1988 %1993 %1998 %1993 %1998
Af(O) 1.90 -0.40 -2.65 3.18 0.83 -1.39 3.02

relative (95(1/0 Cl) (0.59;2.98) (-1.67;1.07)(-4.03;-1.12) (1.57;4.38) (-0.60; 3.46) (-5.01;2.35) (-0.80(T).
Al (1) 0.33 0.18 -0.54 0.60 0.28 -0.25 1.09

(95% CI) (0.04;0.58) (-0.22;0.58)(-0.96; 0.01) (0.08;0.97) (-0.15;0.82) (-0.91;0.53)  (0.32;8).9
Af(O) 0.47 -1.51 -4.18 1.9% -0.06 -5.48 1.30

absolute (95% € (-1.17;1.77) (-3.16; 0.18)(-5.80; -2.28) (0.19; 3.22) (-1.65;2.49) (-8.83;-1.38) (-2.204H
[ 0.15 -0.08 -0.81 0.47 0.03 -1.01 0.7¢

Al (@)
(95% Cl) (-0.24;0.49) (-0.55; 0.45) (-1.34; -0.24) (-0.14; 0.84) (-0.42;0.62) (-1.81;-0.17) (0.00; 1.54)

Note and source. See Table 1.

Table 2b. Inter-temporal changes in poverty, childless singletadul

Old States New States
poverty poverty 1983 1988 1993 1998 2003 1998 2003
line index %1978 %1983 %1988 %1993 %1998 %1993 %1998
Af(O) -0.48 -0.79 -4.58 1.22 1.45 0.43 0.63
relative (gsci/o Cl) (-2.01;1.20) (-2.38; 0.90) (-6.41;-3.12) (-0.45;2.72) (-0.21;2.97) (-3.57;4.93) (-3.71; 4.20)
Al (@) 0.01 -0.35 -1.2% 0.78& 0.68 1.26 0.34
(95% CI) (-0.49; 0.57) (-0.87; 0.18) (-1.72; -0.83) (0.31; 1.24) (0.19;1.16)  (0.18;2.44) (-0.78;1.37
Af(O) -3.63 -1.73 -6.75 -1.37 -0.68 -6.24 -2.70
absolute (95(1/0 Cl) (-5.60; -2.02) (-3.57; 0.36) (-8.67; -5.05) (-3.39; 0.15) (-2.58; 0.86) (-10.95; -1.71)(-6.50; 0.96)
Al (@) -1.16 -0.80 179 -0.08 0.02 -0.44 -0.84

(95% CI) (-1.82; -0.56) (-1.38; -0.27) (-2.33; -1.26) (-0.66; 0.44) (-0.49; 0.57) (-1.57;1.02) (-1.94;0.34)
Note and source. See Table 1.

Table 2c. Inter-temporal changes in poverty, single parent wité child

Old States New States

poverty poverty 1983 1988 1993 1998 2003 1998 2003
line index %1978 %1983 %1988 %1993 %1998 %1993 %1998
AT (0) 8.58 15.27% -15.55 11.47 -1.44 -2.91 7.64

elative (gsci/o Cl) (3.38;13.73) (9.97; 21.02)(-22.15; -8.39)(4.92; 17.86) (-8.15; 4.05) (-12.83;7.38) (-3.09; 19.10)
Al (D) 1.9 3.4%F -3.50 1.97 -0.10 -2.03 1.32

(95% CI) (0.55;3.25) (1.93;5.19) (-5.37;-1.83J0.28;3.70) (-2.34; 1.49) (-4.53;0.89)  (-1.27; 4.08)
Af(O) 9.0% 14.14 -14.33 6.98 -6.0F -6.17 4.00

absollte (95?/0 Cl) (0.00; 14.10) (8.94; 21.77)(-21.05; -7.62)(0.91; 13.99)(-12.78; -0.17) (-15.07; 4.47) (-6.75; 14.75)
2.21 4.15 472 1.20 -1.24 -4.12 -0.20

AT Q)
(95% CI) (0.43;3.98) (2.47;5.82) (-6.72;-2.38)0.50;3.11) (-3.16;0.39) (-6.94;-0.91) (-2.79; 2.62)

Note and source. See Table 1.




Table 2d. Inter-temporal changes in poverty, single parent twih children

Old States New States
poverty poverty 1983 1988 1993 1998 2003 1998 2003
line index %1978 %1983 %1988 %1993 %1998 %1993 %1998
Af(O) 13.4% 12.3% -17.04 0.77 -4.46 -7.85 -1.21
relative (95% Cl) (4.16 20.18 (0.00 22.67) (-29.21 -7.97) (-8.20,8.63 (-16.14 1.79 (-24.35 6.27) (-17.59 12.49
Al (1) 3.3 2.7¢ -3.15 -0.46 -0.99 -2.72 0.50
(95% Cl) (0.545.42 (0.00550 (-6.37,0.40 (-3.581.77) (-3.930.77) (-8.062.70 (-4.40 4.53
Af(O) 10.00 4.98 -15.1%7 -4.11 -7.13 -13.08& -9.54
absolute 3% Ch (-0.88 17.81) (-2.94 16.09 (-25.55 -5.06) (-14.54 3.53) (-18.66 -0.26) (-25.78 -0.36) (-26.46 4.09
Af(l) 3.18 2.61 -4.53 -2.00 -2.18 -5.31 -1.16

(95% CI) (0.096.09 (-0.556.39 (-8.77,-0.54 (-5.490.16 (-5.14-0.39 (-10.80 0.54 (-6.48 2.99
Note and source. See Table 1.

Table 2e. Inter-temporal changes in poverty, single parent titee or more children

Old States New States
poverty poverty 1983 1988 1993 1998 2003 1998 2003
line index %1978 21983 %1988 %1993 %1998 %1993 21998
relative Af(O) 12.46 9.50 -18.37 -3.23 3.57 -12.85 -3%.54
(95% CI) (-4.87; 31.11)-13.20; 30.44)-37.69; 4.00) (-21.51; 16.52) (-14.26; 19.79) (-47.37; 14.00)(-91.30; -4.00)
Af(l) 10.29 -2.90 -5.13 -1.75 -0.92 -6.19 -%16
(95% CI) (-0.35; 19.40)-13.51; 21.02(-12.45; 2.70) (-8.70;5.36)  (-4.52;2.59)  (-16.17; 3.78) (-16.4427)
Af(O) 10.85 9.16 -24.49 -2.41 -3.54 -8.56 -47.73
absolute (-92.25; -
(95% Cl) (-8.11; 27.18Y-11.37; 30.39)-42.21;-3.17) (-19.95; 16.64) (-22.47; 10.73) (-33.22; 15.09) /¢ 09)'
Af(l) 8.99 -2.41 -6.98 -3.45 -2.27 -9.33 -11x34

(95% CI) (-1.74; 18.86)-13.94; 10.75X-14.94; 2.02) (-10.65; 4.39)  (-5.77; 1.49)  (-20.03; 0.19) (-19.6893)
Note and source. See Table 1.

Table 2f. Inter-temporal changes in poverty, two adults witreahild

Old States New States
poverty poverty 1983 1988 1993 1998 2003 1998 2003
line index %1978 %1983 %1988 21993 %1998 21993 %1998
. Af(o) -0.63 0.06 -3.69 0.90¢ 1.3% -1.20 0.78
relative
(95% CI) (-1.53 0.5]) (-1.1Q 1.3@ (-4.98 -2.6]) (0.15; 1.84) (0.12 2.37) (-3.85 1.3@ (-1.45 2.79)
Af(l) -0.18 -0.01 -0.60 0.16 0.38 0.06 0.56
(95% CI) (-0.49 0.1) (-0.33 0.37) (-0.89-0.36 (-0.050.40 (0.080.59 (-0.40 0.47) (-0.14 1.13)
Af(O) -3.19% -1.41 -4.95 -0.62 0.31 -5.95 -1.58
absolute
(95% CI) (-4.24 -1.84 (-2.60 0.00 (-6.62 -3.57) (-1.590.49 (-0.94 1.49 (-8.79-2.55 (-3.900.53
Af(l) -0.81* -0.24 -0.99 -0.12 0.11 -0.75 0.13

(95% CI) (-1.15-0.49 (-0.60 0.17) (-1.4%-0.72 (-0.340.19 (-0.140.39 (-1.33-0.19 (-0.6G 0.70
Note and source. See Table 1.




Table 2g. Inter-temporal changes in poverty, two adults with cmiéd

Old States New States
poverty poverty 1983 1988 1993 1998 2003 1998 2003
line index %1978 %1983 %1988 %1993 %1998 21993 %1998
relative Af(o) 2.05 0.37 -1.31 5.48 -2.30 1.91 -2.85
(95% CI) (1.12;3.17) (-0.86; 1.61)(-2.99; 0.12) (3.19;7.92) (-4.47;0.05) (-1.08;5.09) (-7.47; 1.31)
Af(l) 0.3% 0.26 -0.26 1.0 -0.31 0.95 -0.57
(95% CI) (0.20; 0.60) (-0.08; 0.52)(0.12; -0.62) (0.45; 1.70) (-0.88;0.29) (0.00; 1.70) (-1.52; 0.65)
Af(o) 1.04 -0.82 -2.92 416 -3.25 -2.27 -6.868
absolute
(95% CI) (-0.09; 2.51) (-2.12; 0.66) (-4.79; -1.56) (1.70; 6.42) (-5.17;-0.87) (-5.52; 1.69) (-11.52;-2.22)
Af(l) 0.32 0.09 -0.44 0.9%7 -0.65 0.17 -1.14

(95% CI) (0.07; 0.64) (-0.34;0.40)(-0.87; 0.02) (0.32;1.69) (-1.31;-0.06) (-0.82;1.09) (-2.14;0.12)
Note and source. See Table 1.

Table 2h. Inter-temporal changes in poverty, two adults with thiddren

Old States New States
poverty poverty 1983 1988 1993 1998 2003 1998 2003
line index %1978 %1983 %1988 %1993 %1998 %1993 %1998
relative Af(O) 3.37 -0.03 -2.58 3.23% -2.82 -2.63 -1.02
(95% Cl) (2.22 4.49 (-1.461.40) (-4.07-1.21) (0.7%4.99 (-4.48-0.42 (-7.241.39 (-5.693.29
Af(l) 0.5% 0.10 -0.25 0.58 -0.68 -0.72 0.16
(95% CI) (0.290.79 (-0.170.37) (-0.630.09 (0.071.17) (-1.17-0.13 (-1.430.26 (-0.840.99
Af(o) 0.30 -1.78 -4.01 1.20 -4.43 -7.15 -5.45
absolute
(95% CI) (-1.2% 2.13 (-3.59-0.46) (-5.68 -2.56 (-1.10,3.09 (-6.32 -2.26 (-12.33-2.64 (-9.16 -0.52)
Af(l) 0.35 -0.12 -0.58 0.35 -0.98 -1.86 -0.50

(95% CI) (0.040.69 (-0.480.21) (-1.04-0.23 (-0.290.89 (-1.54-0.39 (-2.73-0.67) (-1.42 0.2
Note and source. See Table 1.

Table 2i. Inter-temporal changes in poverty, two adults witleéhor more children

Old States New States
poverty poverty 1983 1988 1993 1998 2003 1998 2003
line index %1978 %1983 %1988 %1993 %1998 %1993 %1998
olative M@ 041 0.20 056 0.14 2.65 1899 -3.81
(95% CI) (-3.08; 2.18) (-3.48; 2.89) (-3.66; 2.98) (-3.56;3.73) (-6.67; 1.34)(-30.29; -9.41) (-17.23; 5.81)
Af(l) 0.28 0.14 0.02 0.37 -0.95 -242 -1.01
(95% CI) (-0.22;0.66) (-0.62; 0.92) (-0.78;0.83) (-0.57; 1.33) (-1.76;0.19) (-4.77,-0.67) (-3.53; 1.05)
absolute Af(O) -6.18& -5.3% -0.50 -3.00 -5.44 -26.4% -7.74
(95% CI) (-9.22; -3.48) (-9.11; -0.44) (-4.05; 3.01) (-7.67; 0.58) (-9.01; -1.50)(-36.48; -17.41)(-19.24; 2.40)
AT @) -0.85¢ -0.36 -0.12 -0.31 -1.37 -5.31 -1.95

(95% CI) (-1.56; -0.25) (-1.40; 0.57) (-1.09; -1.56) (-1.43; 0.77) (-2.28; -0.19) (-8.14;-3.34) (-4.43;0.19)
Note and source. See Table 1.




Table 3. Socioeconomic cha

racteristics

Characteristics of the household head Type of variable Reference
category

Gender male; female dummy male

Age cohort age cohort (in years: 0-4; 5-9; 10-15419; dummy variables age 30-39 years

Labor force status

Highest occupational degree

Family status

Household-level characteristics
Family type

Number of earners

Number of other household
members belonging to a specific
age cohort

20-29; 30-39; 40-49; 50-59; 60-69; 70 and

above)
self-employed farmer; other sgiployed,

civil servant; white-collar worker; blue-collar

worker; unemployed; non-working
university; universitapplied sciences;
equivalent to engineering school,

apprenticeship etc.; no occupational degree @. else

still in job training
unwed; married; widowed; divorced

single adults with 0, 1, 2, 3+ childrémo
adults with 0, 1, 2, 3+ children; other

0-5

cohorts are defined as above

1. age cohort applies
0: else

dummy variables

1: status applies

0: else

dummy variables

white collar

equivalent to

1: status applies engineering
school
dunvariables unwed
1. status applies
0: else

dummy variables
1: type applies

0: else

dummy variables
1: number applies

childless couple

0: else
one covariate per ag@ne-member
cohort household




Table 4a. Marginal effects of logistic regressions, full-samplprapach, relative poverty line

1993 1998 2003

dy/dx Std.err. P>|z| dy/dx Std.err. P>|z] dy/dx Std.err. P>|z|
HHH: female 0.010 0.000 0.000 0.025 0.000 0.00003®. 0.000 0.000
HHH: married -0.005 0.000 0.000 -0.007 0.000 0.000.028 0.000 0.000
HHH: widowed -0.013 0.000 0.000 -0.028 0.000 0.000.043 0.000 0.000
HHH: divorced 0.003 0.000 0.000 0.005 0.000 0.000014 0.000 0.000
HHH: self-employed farmer 0.215 0.001 0.000 0.182 .000 0.000 0.509 0.001 0.000
HHH is self-employed 0.024 0.000 0.000 0.028 0.000.000 0.022 0.000 0.000
HHH: civil servant -0.019 0.000 0.000 -0.033 0.00M.000 -0.050 0.000 0.000
HHH: blue-collar worker 0.041 0.000 0.000 0.042 O0DO 0.000 0.059 0.000 0.000
HHH: unemployed 0.141 0.000 0.000 0.154 0.001 0.0@0274 0.001 0.000
HHH: non-working (pensioner, etc.) 0.039 0.000 0.000.073 0.000 0.000 0.108 0.000 0.000
HHH: university -0.006 0.000 0.000 -0.011 0.000 0O.0 -0.025 0.000 0.000
HHH: univ. of applied sciences 0.001 0.000 0.000 .0x@ 0.000 0.000 -0.028 0.000 0.000
HHH: apprenticeship 0.008 0.000 0.000 0.019 0.00000® 0.010 0.000 0.000
HHH: no degree 0.033 0.000 0.000 0.095 0.000 0.000109 0.000 0.000
HHH: 20-29 years 0.008 0.000 0.000 0.032 0.000 ®.0W.035 0.000 0.000
HHH: 40-49 years -0.004 0.000 0.000 -0.007 0.000000. -0.012 0.000 0.000
HHH: 50-59 years -0.007 0.000 0.000 -0.011 0.000000. -0.027 0.000 0.000
HHH: 60-69 years -0.011 0.000 0.000 -0.018 0.000000. -0.041 0.000 0.000
HHH: 70+ years -0.007 0.000 0.000 -0.019 0.000 @®.060.050 0.000 0.000
Number of other HHM age 0-4 years 0.004 0.000 0.000.009 0.000 0.000 0.010 0.000 0.000
Number of other HHM age 5-9 years 0.006 0.000 0.000.002 0.000 0.000 -0.004 0.000 0.000
Number of other HHM age 10-14 years  0.009 0.000 O®.0 0.015 0.000 0.000 0.013 0.000 0.000
Number of other HHM age 15-19 years  0.018 0.000 O®.0 0.027 0.000 0.000 0.041 0.000 0.000
Number of other HHM age 20-29 years  0.004 0.000 O®.0 0.013 0.000 0.000 0.026 0.000 0.000
Number of other HHM age 30-39 years -0.005 0.00000@. -0.006 0.000 0.000 0.013 0.000 0.000
Number of other HHM age 40-49 years -0.007 0.00000@. -0.004 0.000 0.000 0.012 0.000 0.000
Number of other HHM age 50-59 years -0.008 0.00000@. -0.012 0.000 0.000 0.016 0.000 0.000
Number of other HHM age 60-69 years -0.010 0.00000@. -0.036 0.000 0.000 -0.016 0.000 0.000
Number of other HHM age 70+ years -0.008 0.000 ©®.00-0.029 0.000 0.000 0.000 0.000 0.187
Single, childless -0.001 0.000 0.000 0.008 0.000000@. -0.013 0.000 0.000
Single parent, 1 child 0.012 0.000 0.000 0.007 ©.000.000 0.012 0.000 0.000
Single parent, 2 children 0.004 0.000 0.000 0.028.00®@ 0.000 0.033 0.000 0.000
Single parent, 3+ children 0.008 0.000 0.000 0.008€.000 0.000 0.011 0.000 0.000
Couple, 1 child -0.006 0.000 0.000 -0.011 0.000 00.0-0.002 0.000 0.000
Couple, 2 children 0.007 0.000 0.000 0.025 0.00000@. 0.004 0.000 0.000
Couple, 3+ children 0.011 0.000 0.000 0.019 0.000.00®@ -0.009 0.000 0.000
Other household type 0.008 0.000 0.000 0.009 0.0@000 -0.005 0.000 0.000
Earners: 0 0.076 0.000 0.000 0.077 0.000 0.000 60.10.000 0.000
Earners: 2 -0.014 0.000 0.000 -0.031 0.000 0.000050 0.000 0.000
Earners: 3 -0.018 0.000 0.000 -0.038 0.000 0.0000570 0.000 0.000
Earners: 4+ -0.020 0.000 0.000 -0.040 0.000 0.00m067 0.000 0.000
Prob>chi2 0.000 0.000 0.000
Log likelihood -21,376,726 -22,922,873 -22,720,321
Pseudo R2 0.271 0.251 0.270

Note. Dependent variable: dummy poor. HHH denotes halddiead; HHM denotes household members.
Source. German Sample Survey of Income and Expenditu®88-2003. Own calculations.



Table 4b. Marginal effects of logistic regressions, full-samplprapch, absolute poverty line

1993 1998 2003

dy/dx Std.err. P>|z| dy/dx Std.err. P>|z] dy/dx Std.err. P>|z|
HHH: female 0.017 0.000 0.000 0.030 0.000 0.00003®. 0.000 0.000
HHH: married -0.003 0.000 0.000 -0.006 0.000 0.000.028 0.000 0.000
HHH: widowed -0.019 0.000 0.000 -0.032 0.000 0.000.043 0.000 0.000
HHH: divorced 0.005 0.000 0.000 0.004 0.000 0.000014 0.000 0.000
HHH: self-employed farmer 0.313 0.001 0.000 0.212 .000 0.000 0.509 0.001 0.000
HHH is self-employed 0.022 0.000 0.000 0.026 0.000.000 0.022 0.000 0.000
HHH: civil servant -0.030 0.000 0.000 -0.040 0.00M.000 -0.050 0.000 0.000
HHH: blue-collar worker 0.064 0.000 0.000 0.047 O0DO 0.000 0.059 0.000 0.000
HHH: unemployed 0.177 0.000 0.000 0.191 0.001 0.0@M274 0.001 0.000
HHH: non-working (pensioner, etc.) 0.057 0.000 0.000.089 0.000 0.000 0.108 0.000 0.000
HHH: university -0.009 0.000 0.000 -0.015 0.000 00O.0 -0.025 0.000 0.000
HHH: univ. of applied sciences 0.003 0.000 0.000 .0t@ 0.000 0.000 -0.028 0.000 0.000
HHH: apprenticeship 0.011 0.000 0.000 0.022 0.00000® 0.010 0.000 0.000
HHH: no dregree 0.048 0.000 0.000 0.102 0.000 0.0@0109 0.000 0.000
HHH: 20-29 years 0.014 0.000 0.000 0.034 0.000 ®.0W.035 0.000 0.000
HHH: 40-49 years -0.004 0.000 0.000 -0.009 0.000000. -0.012 0.000 0.000
HHH: 50-59 years -0.013 0.000 0.000 -0.016 0.000000. -0.027 0.000 0.000
HHH: 60-69 years -0.019 0.000 0.000 -0.021 0.000000. -0.041 0.000 0.000
HHH: 70+ years -0.014 0.000 0.000 -0.022 0.000 @®.060.050 0.000 0.000
Number of other HHM age 0-4 years 0.003 0.000 0.000.011 0.000 0.000 0.010 0.000 0.000
Number of other HHM age 5-9 years 0.008 0.000 0.000.006 0.000 0.000 -0.004 0.000 0.000
Number of other HHM age 10-14 years  0.013 0.000 O®.0 0.020 0.000 0.000 0.013 0.000 0.000
Number of other HHM age 15-19 years  0.025 0.000 O®.0 0.031  0.000 0.000 0.041 0.000 0.000
Number of other HHM age 20-29 years  0.006 0.000 O0®.0 0.016 0.000 0.000 0.026 0.000 0.000
Number of other HHM age 30-39 years -0.011 0.00000@. -0.006 0.000 0.000 0.013 0.000 0.000
Number of other HHM age 40-49 years -0.018 0.00000@. -0.005 0.000 0.000 0.012 0.000 0.000
Number of other HHM age 50-59 years -0.012 0.00000@. -0.016 0.000 0.000 0.016 0.000 0.000
Number of other HHM age 60-69 years -0.014 0.00000@. -0.040 0.000 0.000 -0.016 0.000 0.000
Number of other HHM age 70+ years -0.013 0.000 ©®.00-0.031 0.000 0.000 0.000 0.000 0.187
Single, childless 0.004 0.000 0.000 0.009 0.000 0®.0-0.013 0.000 0.000
Single parent, 1 child 0.017 0.000 0.000 0.010 ©®.000.000 0.012 0.000 0.000
Single parent, 2 children 0.015 0.000 0.000 0.040.00®@ 0.000 0.033 0.000 0.000
Single parent, 3+ children 0.027 0.000 0.000 0.01D.000 0.000 0.011 0.000 0.000
Couple, 1 child -0.009 0.000 0.000 -0.007 0.000 00.0-0.002 0.000 0.000
Couple, 2 children 0.020 0.000 0.000 0.026 0.00000@. 0.004 0.000 0.000
Couple, 3+ children 0.030 0.000 0.000 0.021 0.000.00®@ -0.009 0.000 0.000
Other household type 0.026 0.000 0.000 0.009 0.0@000 -0.005 0.000 0.000
Earners: 0 0.110 0.000 0.000 0.078 0.000 0.000 60.10.000 0.000
Earners: 2 -0.022 0.000 0.000 -0.034 0.000 0.00005D 0.000 0.000
Earners: 3 -0.030 0.000 0.000 -0.044 0.000 0.0000570 0.000 0.000
Earners: 4+ -0.031 0.000 0.000 -0.046 0.000 0.000067 0.000 0.000
Prob>chi2 0.000 0.000 0.000
Log likelihood -26,635,793 -25,065,356 -22,720,321
Pseudo R2 0.259 0.247 0.270

Note. Dependent variable: dummy poor. HHH denotes halddiead; HHM denotes household members.
Source. German Sample Survey of Income and Expenditu®88-2003. Own calculations.



Table 4c. Marginal effects of logistic regressions, restrictengi@ approach, relative poverty line

1993 1998 2003

dy/dx Std.err. P>|z| dy/dx Std.err. P>|z] dy/dx Std.err. P>|z|
HHH: female 0.004 0.000 0.000 0.021 0.000 0.00001®. 0.000 0.000
HHH: married -0.003 0.000 0.000 -0.011 0.000 0.000.022 0.000 0.000
HHH: widowed -0.007 0.000 0.000 -0.024 0.000 0.000.026 0.000 0.000
HHH: divorced 0.001 0.000 0.000 0.000 0.000 0.00000% 0.000 0.000
HHH: self-employed farmer 0.240 0.001 0.000 0.218 .000 0.000 0.488 0.001 0.000
HHH is self-employed 0.015 0.000 0.000 0.034 0.000.000 0.023 0.000 0.000
HHH: civil servant -0.011 0.000 0.000 -0.029 0.00M.000 -0.042 0.000 0.000
HHH: blue-collar worker 0.016 0.000 0.000 -0.036 OGm 0.000 0.041 0.000 0.000
HHH: unemployed 0.086 0.000 0.000 0.184 0.001 0.0@M263 0.001 0.000
HHH: non-working (pensioner, etc.) 0.024 0.000 0.000.085 0.000 0.000 0.103 0.000 0.000
HHH: university -0.004 0.000 0.000 -0.009 0.000 00O.0 -0.013 0.000 0.000
HHH: univ. of applied sciences -0.006 0.000 0.0000.033 0.000 0.000 -0.025 0.000 0.000
HHH: apprenticeship 0.004 0.000 0.000 0.019 0.00000® 0.010 0.000 0.000
HHH: no degree 0.032 0.000 0.000 0.109 0.000 0.000108 0.000 0.000
HHH: 20-29 years 0.004 0.000 0.000 0.029 0.000 ®.0W.027 0.000 0.000
HHH: 40-49 years -0.002 0.000 0.000 -0.009 0.000000. -0.010 0.000 0.000
HHH: 50-59 years -0.004 0.000 0.000 -0.014 0.000000. -0.027 0.000 0.000
HHH: 60-69 years -0.008 0.000 0.000 -0.020 0.000000. -0.038 0.000 0.000
HHH: 70+ years -0.006 0.000 0.000 -0.022 0.000 @®.060.043 0.000 0.000
Number of other HHM age 0-4 years 0.002 0.000 0.000.012 0.000 0.000 0.009 0.000 0.000
Number of other HHM age 5-9 years 0.003 0.000 0.000.003 0.000 0.000 0.002 0.000 0.000
Number of other HHM age 10-14 years  0.006 0.000 0®.0 0.017 0.000 0.000 0.011 0.000 0.000
Number of other HHM age 15-19 years  0.009 0.000 0®.0 0.024  0.000 0.000 0.036 0.000 0.000
Number of other HHM age 20-29 years  0.005 0.000 O®.0 0.014 0.000 0.000 0.027 0.000 0.000
Number of other HHM age 30-39 years  0.001 0.000 0®.0 -0.005 0.000 0.000 0.010 0.000 0.000
Number of other HHM age 40-49 years -0.001 0.00000@. -0.001 0.000 0.000 0.009 0.000 0.000
Number of other HHM age 50-59 years -0.002 0.00000@. -0.014 0.000 0.000 0.012 0.000 0.000
Number of other HHM age 60-69 years -0.003 0.00000@. -0.028 0.000 0.000 -0.001 0.000 0.000
Number of other HHM age 70+ years 0.001 0.000 0.00®.024 0.000 0.000 0.011 0.000 0.000
Single, childless -0.001 0.000 0.000 0.008 0.000000@. -0.010 0.000 0.000
Single parent, 1 child 0.015 0.000 0.000 0.002 ©®.000.000 0.015 0.000 0.000
Single parent, 2 children 0.007 0.000 0.000 0.025.00@ 0.000 0.038 0.000 0.000
Single parent, 3+ children 0.017 0.000 0.000 0.00®.000 0.000 0.019 0.000 0.000
Couple, 1 child -0.000 0.000 0.000 -0.014 0.000 00.0 0.021 0.000 0.000
Couple, 2 children 0.005 0.000 0.000 0.022 0.00000@. 0.009 0.000 0.000
Couple, 3+ children 0.005 0.000 0.000 0.012 0.000.00®@ -0.011 0.000 0.000
Other household type 0.005 0.000 0.000 0.007 0.0@000 -0.007 0.000 0.000
Earners: 0 0.051 0.000 0.000 0.068 0.000 0.000 60.08.000 0.000
Earners: 2 -0.010 0.000 0.000 -0.031 0.000 0.000043 0.000 0.000
Earners: 3 -0.012 0.000 0.000 -0.037 0.000 0.0000470 0.000 0.000
Earners: 4+ -0.012 0.000 0.000 -0.037 0.000 0.00m057 0.000 0.000
Prob>chi2 0.000 0.000 0.000
Log likelihood -12,663,455 -16,998,492 -17,370,935
Pseudo R2 0.308 0.260 0.259

Note. Dependent variable: dummy poor. HHH denotes halddiead; HHM denotes household members.
Source. German Sample Survey of Income and Expenditu®88-2003. Own calculations.



Table 4d. Marginal effects of logistic regressions, restricteasia approach, absolute poverty line

1993 1998 2003

dy/dx Std.err. P>|z| dy/dx Std.err. P>|z] dy/dx Std.err. P>|z|
HHH: female 0.006 0.000 0.000 0.023 0.000 0.00001®. 0.000 0.000
HHH: married -0.003 0.000 0.000 -0.006 0.000 0.000.022 0.000 0.000
HHH: widowed -0.010 0.000 0.000 -0.024 0.000 0.000.026 0.000 0.000
HHH: divorced 0.001 0.000 0.000 0.001 0.000 0.000009% 0.000 0.000
HHH: self-employed farmer 0.322 0.001 0.000 0.226 .000 0.000 0.488 0.001 0.000
HHH is self-employed 0.013 0.000 0.000 0.030 0.000.000 0.023 0.000 0.000
HHH: civil servant -0.017 0.000 0.000 -0.031 0.00M.000 -0.042 0.000 0.000
HHH: blue-collar worker 0.024 0.000 0.000 0.034 O0DO 0.000 0.041 0.000 0.000
HHH: unemployed 0.094 0.000 0.000 0.191 0.001 0.0@M263 0.001 0.000
HHH: non-working (pensioner, etc.) 0.027 0.000 000 0.084 0.000 0.000 0.103 0.000 0.000
HHH: university -0.007 0.000 0.000 -0.009 0.000 00O.0 -0.013 0.000 0.000
HHH: univ. of applied sciences -0.009 0.000 0.0000.032 0.000 0.000 -0.025 0.000 0.000
HHH: apprenticeship 0.008 0.000 0.000 0.020 0.00000® 0.010 0.000 0.000
HHH: no dregree 0.049 0.000 0.000 0.107 0.000 0.0@0108 0.000 0.000
HHH: 20-29 years 0.011 0.000 0.000 0.030 0.000 ®.0W.027 0.000 0.000
HHH: 40-49 years -0.000 0.000 0.000 -0.009 0.000000. -0.010 0.000 0.000
HHH: 50-59 years -0.007 0.000 0.000 -0.016 0.000000. -0.027 0.000 0.000
HHH: 60-69 years -0.012 0.000 0.000 -0.021 0.000000. -0.038 0.000 0.000
HHH: 70+ years -0.008 0.000 0.000 -0.022 0.000 @®.060.043 0.000 0.000
Number of other HHM age 0-4 years 0.002 0.000 0.000.012 0.000 0.000 0.009 0.000 0.000
Number of other HHM age 5-9 years 0.003 0.000 0.000.007 0.000 0.000 0.002 0.000 0.000
Number of other HHM age 10-14 years  0.006 0.000 0®.0 0.018 0.000 0.000 0.011 0.000 0.000
Number of other HHM age 15-19 years  0.012 0.000 0®.0 0.024  0.000 0.000 0.036 0.000 0.000
Number of other HHM age 20-29 years  0.006 0.000 O®.0 0.015 0.000 0.000 0.027 0.000 0.000
Number of other HHM age 30-39 years -0.000 0.00000@. -0.005 0.000 0.000 0.010 0.000 0.000
Number of other HHM age 40-49 years -0.004 0.00000@. -0.000 0.000 0.000 0.009 0.000 0.000
Number of other HHM age 50-59 years -0.001 0.00000@. -0.016 0.000 0.000 0.012 0.000 0.000
Number of other HHM age 60-69 years -0.003 0.00000@. -0.027 0.000 0.000 -0.001 0.000 0.000
Number of other HHM age 70+ years 0.000 0.000 0.00®.022 0.000 0.000 0.011 0.000 0.000
Single, childless 0.002 0.000 0.000 0.010 0.000 O®.0-0.010 0.000 0.000
Single parent, 1 child 0.019 0.000 0.000 0.009 ©®.000.000 0.015 0.000 0.000
Single parent, 2 children 0.023 0.000 0.000 0.040.00®@ 0.000 0.038 0.000 0.000
Single parent, 3+ children 0.039 0.000 0.000 0.004€.000 0.000 0.019 0.000 0.000
Couple, 1 child 0.005 0.000 0.000 -0.008 0.000 ©.00.021 0.000 0.000
Couple, 2 children 0.013 0.000 0.000 0.018 0.00000@. 0.009 0.000 0.000
Couple, 3+ children 0.020 0.000 0.000 0.010 0.000.00®0 -0.011 0.000 0.000
Other household type 0.025 0.000 0.000 0.006 0.0@000 -0.007 0.000 0.000
Earners: 0 0.077 0.000 0.000 0.067 0.000 0.000 60.08.000 0.000
Earners: 2 -0.015 0.000 0.000 -0.030 0.000 0.000043 0.000 0.000
Earners: 3 -0.017 0.000 0.000 -0.037 0.000 0.0000470 0.000 0.000
Earners: 4+ -0.018 0.000 0.000 -0.038 0.000 0.00m057 0.000 0.000
Prob>chi2 0.000 0.000 0.000
Log likelihood -16,072,661 -18,561,689 -17,370,935
Pseudo R2 0.294 0.255 0.259

Note. Dependent variable: dummy poor. HHH denotes halddiead; HHM denotes household members.
Source. German Sample Survey of Income and Expenditu®88-2003. Own calculations.



Table 5a. Non-linear decomposition of East/West poverty divigdative poverty line)

1993 1998 2003
Poverty rate, West 0.088 0.114 0.113
Poverty rate, East 0.214 0.191 0.201
Difference -0.126 -0.077 -0.088
Coef. Std.err. P>|z] Coef. Std.err. P>|z| Coef. Std.erP>|z|
full HHH sex -0.004 0.000 0.000 -0.0050.000 0.000 -0.004 0.000 0.000
sample HHH age -0.002 0.000 0.000 -0.0080.000 0.000 -0.002 0.000 0.000
HHH family status -0.003 0.000 0.000 -0.00%.000 0.000 -0.007 0.000 0.000
HHH labor force status -0.016 0.000 0.000 -0.006.000 0.000 -0.013 0.000 0.000
HHH education 0.013 0.000 0.000 0.013 0.000 0.000.008 0.000 0.000
HHM age -0.004 0.000 0.000 -0.002 0.000 0.000 0®.00.000 0.000
HH type -0.000 0.000 0.000 -0.001 0.000 0.000 0D.0 0.000 0.000
Number earners 0.002 0.000 0.000 0.006 0.000 0.0an006 0.000 0.000
Total explained, pooled -0.015 (11.9%) -0.00890) -0.028 (31.4%)
restricted HHH sex -0.002 0.000 0.000 -0.0030.000 0.000 -0.004 0.000 0.000
sample HHH age -0.005 0.000 0.000 0.012 0.000 0.000 -0.0@BOOO 0.000
HHH family status -0.001 0.000 0.000 -0.000.000 0.000 -0.007 0.000 0.000
HHH labor force status -0.014 0.000 0.000 -0.018.000 0.000 -0.012 0.000 0.000
HHH education 0.023 0.000 0.000 0.017 0.000 0.000000 0.000 0.000
HHM age 0.004 0.000 0.000 0.017 0.000 0.588 -0.01000 0.000
HH type 0.004 0.000 0.000 0.004 0.000 0.000 -0.001000 0.000
Number earners -0.024 0.000 0.000 -0.032 0.000 000.0-0.003 0.000 0.000
Total explained, restricted -0.000 (0.1%) -0.005%) -0.025 (28.1%)

Note. Specifications labelled “pooled” use the coeffiti estimates from the full sample (pooled regoggsispecifications
labelled “restricted” use the coefficient estimatesn the West German population. Decompositiomltssare based 50

replications using randomized ordering of variabléidH denotes household head; HH denotes HH type.
Source. German Sample Survey of Income and Expenditu®88-2003. Own calculations.

Table 5b. Non-linear decomposition of East/West poverty divalesplute poverty line)

1993 1998 2003
Poverty rate, West 0.122 0.129 0.113
Poverty rate, East 0.296 0.223 0.201
Difference -0.175 -0.094 -0.088
Coef. Std.err. P>|z] Coef. Std.err. P>|z| Coef. Std.erR>|z|
full HHH sex -0.006 0.000 0.000 -0.006 0.000 0.000 -0.004 0.000 0.000
sample HHH age -0.005 0.000 0.000 -0.008 0.000 0.000 -0.003 0.000 0.000
HHH family status -0.004 0.000 0.000 -0.004 0.000 0.000 -0.007 0.000 0.000
HHH labor force status -0.015 0.000 0.000 -0.006 0.000 0.000 -0.012 0.000 0.000
HHH education 0.014 0.000 0.000 0.012 0.000 0.000 0.007 0.000 0.000
HHM age -0.008 0.000 0.000 -0.002 0.000 0.000 -0.004 0.000 0.000
HH type -0.003 0.000 0.000 -0.002 0.000 0.000 -0.001 o0.000 0.000
Number earners 0.007 0.000 0.000 0.008 0.000 0.000 -0.003 0.000 0.000
Total explained, pooled -0.019 (10.9%) -0.008598) -0.028 (31.4%)
restricted HHH sex -0.002 0.000 0.000 -0.004 0.000 0.000 -0.004 0.000 0.000
sample HHH age -0.002 0.000 0.000 -0.002 0.000 0.000 -0.003 0.000 0.000
HHH family status -0.003 0.000 0.000 -0.003 0.000 0.000 -0.007 0.000 0.000
HHH labor force status -0.011 0.000 0.000 -0.007 0.000 0.000 -0.012 0.000 0.000
HHH education 0.026 0.000 0.000 0.013 0.000 0.000 0.007 0.000 0.000
HHM age -0.005 0.000 0.000 -0.002 0.000 0.000 -0.004 0.000 0.000
HH type -0.001 0.000 0.000 -0.001 0.000 0.000 -0.001 0.000 0.000
Number earners 0.002 0.000 0.000 0.002 0.000 0.000 -0.003 0.000 0.000
Total explained, restricted 0.004 (0%) -0.004%) -0.025 (28.1%)

Note. Specifications labelled “pooled” use the coeéfiti estimates from the full sample (pooled regoggsispecifications
labelled “restricted” use the coefficient estimafiesn the West German population. Decompositiomnltesare based 50
replications using randomized ordering of variabléidH denotes household head; HH denotes HH type.

Source. German Sample Survey of Income and Expenditu®88-2003. Own calculations.



APPENDIX

Table Al. Unweighted numbers of observations

Year
1978 1983 1988 1993 1998 2003
old Oold Oold Oold New  Old New Oold New
Household type States  States  States  States States States States States States
other childless 7,324 7,450 7,775 4,424 1,025 4,769 1,430 4,060 251,3
1 adult, no child 7,491 7,692 8,657 7,682 1,425 8,894 1,994 8,498 891,7
1 adult, 1 child 421 612 611 536 277 841 356 714 228
1 adult, 2 children 192 248 273 256 117 460 165 345 95
1 adult, 3+ children 84 56 69 63 18 129 27 79 9
2 adults, no child 14,218 12,075 13,133 9,560 2,809 12,408641 12,107 3,428
2 adults, 1 child 6,848 6,426 5,295 3,133 1,110 3,909 1,105 2,836 925
2 adults, 2 children 7,437 6,938 6,219 3,868 1,371 5,693 1,401 3,960 688
2 adults, 3+ children 2,925 2,112 2,153 2,246 304 2,285 208 1,479 166

Source. German Sample Survey of Income and Expenditu®@8-2003. Own calculations.



Table A2. Breakdown of the sample (relative frequencies df@liseholds, weighted)

HHH:
HHH:
HHH:
HHH:
HHH:
HHH:

female

single

married

widowed

divorced
self-employed farmer

HHH is self-employed

HHH:
HHH:
HHH:
HHH:
HHH:
HHH:
HHH:
HHH:
HHH:
HHH:
HHH:
HHH:
HHH:
HHH:
HHH:

civil servant

white-collar worker
blue-collar worker
unemployed

non-working (pensioner, etc.)
university

univ. of applied sciences
engineering school and similar degree
apprenticeship

no degree

20-29 years

40-49 years

50-59 years

60-69 years

70+ years

Earners: 0

Earners: 1

Earners: 2

Earners: 3

Earners: 4+

Single, childless

Single parent, 1 child
Single parent, 2 children
Single parent, 3+ children
Couple, 1 child

Couple, 2 children
Couple, 3+ children

1993

Old New

States States
32.43 43.53
18.40 14.09
56.12 60.12
15.58 13.16
9.87 12.63
0.94 0.09
6.73 2.36
5.86 0.88
22.84 27.03
21.32 23.89
3.63 10.39
38.54 35.36
9.11 19.07
8.85 24.85
12.36 7.55
55.02 45.10
14.63 3.43
10.78 10.06
20.25 21.83
16.87 18.09
18.31 21.56
15.15 15.76
18.64 12.70
37.04 39.56
37.41 31.33
22.53 26.29
2.58 2.65
0.53 0.17
22.48 19.95
11.99 8.45
4.51 6.19
27.32 29.87
31.10 33.50
2.60 2.04

1998
Old New
States States
34.06 43.24
22.59 19.17
52.76 54.20
11.06 8.95
13.66 17.68
0.63 0.19
5.86 4.15
5.28 2.25
28.64 27.59
19.28 21.43
4.58 8.95
35.73 35.63
11.57 19.12
9.68 15.46
14.73 16.10
56.10 46.05
7.83 3.28
8.72 7.92
21.98 19.58
18.51 21.06
17.43 17.81
15.05 15.94
18.30 17.68
38.07 42.18
36.73 30.06
22.81 23.77
2.09 3.53
0.34 0.45
23.24 21.97
12.84 10.00
4.33 6.30
29.06 29.50
25.58 28.08
4.95 4.17

2003
Old New
States States
36.12 46.39
25.51 24.50
50.31 47.67
8.74 7.35
15.47 20.48
0.63 0.00
5.45 4.43
461 2.93
30.30 25.74
16.76 18.34
4.39 10.01
37.73 38.37
13.19 19.79
10.50 17.39
17.63 17.66
51.92 41.24
6.71 3.91
9.46 9.58
19.01 16.00
21.17 23.43
15.74 15.10
16.06 16.96
18.56 18.94
40.31 46.26
35.80 29.94
21.77 21.02
1.98 2.54
0.32 0.24
24.14 25.89
12.79 10.47
5.10 6.69
29.27 29.93
24.76 22.83
3.94 4.19

Source. German Sample Survey of Income and Expenditu®88-2003. Own calculations.
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