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The equivalised disposable income is the total income of a household, after tax and other deductions,
that is available for spending or saving, divided by the number of household members converted into equalised
adults; household members are equalised or made equivalent by weighting each according to their age, using
the so-called modified OECD equivalence scale.

The equivalised disposable income is calculated in three steps:

e all monetary incomes received from any source by each member of a household are added up; these
include income from work, investment and social benefits, plus any other household income; taxes and
social contributions that have been paid, are deducted from this sum;

e in order to reflect differences in a household’s size and composition, the total (net) household income is
divided by the number of ’equivalent adults’, using a standard (equivalence) scale: the modified OECD
scale; this scale gives a weight to all members of the household (and then adds these up to arrive at the
equivalised household size ):

1.0 to the first adult;
e (.5 to the second and each subsequent person aged 14 and over;
e 0.3 to each child aged under 14.

e finally, the resulting figure is called the equivalised disposable income and is attributed equally to each
member of the household.

For poverty indicators, the equivalised disposable income is calculated from the total disposable income of each
household divided by the equivalised household size. The income reference period is a fixed 12-month period
(such as the previous calendar or tax year) for all countries except UK for which the income reference period is
the current year and Ireland (IE) for which the survey is continuous and income is collected for the last twelve
months.

Related concepts
e At-risk-of-poverty rate

e Income quintile share ratio (S80/S20)

e Relative median at-risk-of-poverty gap
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e Living conditions in Europe - income distribution and income inequality
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