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We assume that M and T grow at rates Y and S. Following the logic of
equations (A9) to (All) we can, therefore, generate time series on the
moments of the pre-~response income distribution.

We can write the moments of M and T in each year (after the base

year) in terms of the moments of M and T since:

~

.1 =~
Mie = T=ap M 2 Tyl
T, =1 [T. +bH, ]
it T-ab it it

This yields the necessary time series to calculate the poverty rates
which would have existed, given A, 0, a, and b.

? and § are chosen so that EM) and E(T) grow at their observed
growth rates. Recognizing that ? equals E(ﬁt+1)/E(ﬁt) and substituting

equations (Al5) and (Al6), after taking expected values, yields:

By —a E(Ty)

E(M ) - a E(T,)

YEQM,) = & a E(T,)
EQL) - & E(T,)

and

SE(T.) - Y b EQM)

¢ = E(T) - b E M)

Therefore 7 and § are weighted averages of Y and §. These equations are
evaluated using the base year values of E(Mt) and E(Tt) and setting

a equal to —-.5 and b equal to -.33.
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