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FOREWORD

Foreword

by
Angel Gurria,
OECD Secretary-General

Ending poverty is an international priority that cannot be put on the back burner. Although we have
halved the proportion of people living in poverty, achieving the first Millennium Development Goal
(MDG), our job is far from complete. Today, 1.2 billion people are still living in poverty. It is therefore
critical that the global community take further steps by 2015 and beyond to achieve the overarching
goal of eradicating poverty completely and enduringly: we must get to zero and stay there.

The OECD Development Co-operation Report (DCR) 2013 provides leaders with analysis and
recommendations on how to end one of the world’s most pressing and important problems. Poverty
does not stop at hunger; its effects are far reaching and go well beyond how much people eat and how
much they earn. It is a multidimensional problem that impacts the well-being of citizens and the health
of economies worldwide. It crosses local and national borders and, while it is prevalent, no society will
function properly. We need to end poverty and empower the impoverished now.

In order to do this, we need to alter the way we fight poverty. The world, its actors and its
challenges have changed since the development of the MDGs and their adoption in 2001. The
geography of poverty has, and is, shifting with a growing quantity of people in middle-income
countries, including India and China, living in poverty. The number and diversity of actors in
development is increasing, global interdependencies are growing, and inequalities are on the rise
despite periods of economic grouwth.

These trends call for broader measures that address poverty and development not only as a
question of income, but also of inequality, sustainability, inclusiveness and well-being. These
measures must be owned and led by countries, based on their respective development paths,
priorities, capabilities and processes. This means revisiting our global development goals to ensure
they respond to today’s needs and realities.

The OECD stands ready to contribute to shaping such a framework. Our evidence-based policy
analysis, peer review and knowledge sharing support countries in designing better policies to achieve
better lives. The Organisation’s expertise and experience in measuring results and strengthening
statistical capacities with indicators can make a solid contribution, helping governments put in place
the measurable goals that will make empirical sense in supporting policy reforms that will work
today and for future generations.

Although the MDGs rallied unprecedented political and popular will behind the challenge of
ending poverty, it was not enough. Poverty eradication — including its broader elements like exclusion
and marginalisation, vulnerability, and safety nets to prevent re-impoverishment — needs to remain at
the heart of both development co-operation policies and programmes and of other global policies.
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There is no single solution. Ending poverty calls for the entire global community to work
together — North-South, public and private sectors, civil society and foundations, and national,
regional and local actors — to satisfy multiple and interlocking needs, demands and issues. The
numerous experts from around the world who have contributed to this 2013 edition of the OECD
Development Co-operation Report make this clear.

This report provides valuable analysis and guidance regarding what we can — and must - do to
address the biggest challenge of our century: finishing the unfinished business of ending poverty.

Angel Gurria
Secretary-General
OECD

_..-——-—.ﬂr’r
——
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Editorial:
We can, and must, end poverty

by
Erik Solheim,
Chair of the OECD Development Assistance Committee

:E)overty has been a scourge since time immemorial. It is a continuing affront to our
sensibilities, our moral principles, our very humanity. But it doesn’t have to be that way
anymore. We live in an age of promise and opportunity, where technological advances,
successful development experience and political will can be summoned to eliminate
poverty — and in particular to end extreme poverty. Today, we can end poverty and free
future generations from its devastating, tenacious grip.

This is not to say that we have not already seen promising results in the fight against
poverty. During the industrial revolution, economic and social transformation in many
countries lifted millions of people out of poverty. There was another impressive advance
after the Second World War, when scientific and technological progress, entrepreneurial
energy, market forces and redistribution policies brought growth and widespread
prosperity to countries in Europe, North America and East Asia.

Progress since 1990 has gone even further, surpassing previous advances in global
poverty reduction. In fact, this generation has been the world’s most fortunate - across all
regions - in terms of poverty reduction. People are taller, better nourished and healthier:
rising life expectancy attests to this, as does the success in achieving the first Millennium
Development Goal (MDG) target of halving the share of people living in extreme poverty
five years before the 2015 deadline! While this outcome owes a lot to the impact of strong
economic growth in the People’s Republic of China, many other countries have also made
striking progress in the fight against poverty. For example, five African countries — Benin,
Ethiopia, Gambia, Malawi and Mali - topped the global rankings in progress against all the
MDGs compared to where they started from. The power of conviction, the determination
and the political will mobilised by the MDGs have made an immense difference in
achieving these very positive outcomes.

Nevertheless, the battle is far from over. More than 1 billion people still struggle daily to
secure adequate food and shelter and fulfil their basic needs. The fact that we are moving in
the right direction is no consolation to an impoverished father in South Africa who has lost his
child to a preventable disease. It is time to tackle extreme poverty once and for all. We need to
galvanise our resources, wisdom and experience, our ingenuity and political will to reverse the
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plight of the poorest of the poor. These are the hardest people to reach with public goods and
services, and the most difficult to integrate into economic, political and social life.

We can learn from countries that have succeeded in this fight — from the strategic
choices they have made, the policies and initiatives they have put in place, the priorities they
have established. This report collects leading international good practice based on proven
“local” solutions to tackling poverty — practical, concrete examples that can be adapted to
other country settings. I am indebted to the many leaders, experts and policy makers who
have contributed their knowledge through the examples you will find in these pages.

We are the first generation in world history with the ability to eradicate poverty — and
our motto should be: “Yes, we will!”

An ambitious but achievable goal

We have seen some remarkable development success stories over the past 50 years
- examples that show the way for other nations who want to follow suit. In the space of two
generations, Korea has vaulted from being among the world’s lowest-income countries to
become a prosperous, modern and efficient state with a productive sector that is well
integrated into global trade and investment, and a large and rising middle class. What is even
more important is that Korea has registered improvements in every social, economic and
political metric while ensuring that its growth is sustainable by “greening” its economic base.

There are, of course, many other success stories: Bangladesh, Chile (Chapter 16, Global
approach 3), Ghana, India, Indonesia and Turkey, to name a few. And China has brought
more people out of poverty than any other country in human history (Chapter 8).

As the world starts to develop a new global framework to guide development once the
MDGs expire in 2015, there is a strong push to eradicate extreme poverty; what was considered
an “ambitious” goal is gaining in momentum and credibility. Numerous global political and
thought leaders — such as President Obama in his 2013 State of the Union speech, Bono,
and World Bank Group President Jim Yong Kim - are explicitly calling on the world to set
poverty eradication as the overarching aim of this new post-2015 framework.

Ambitious, yes, but achievable. For the first time in history we have the knowledge,
tools, technologies, policies and resources to bring an end to extreme poverty. What we
need now is to galvanise global political will to take up this cause - and get the job done.

Political leadership is vital

Many recent successful poverty reduction efforts have been fuelled by rapid and
sustained growth together with the rise of an entrepreneurial class. But growth alone does
not suffice (Chapter 3). Measures to broaden access to assets and to ensure the distribution
of wealth are crucial; land tenure, human rights and participation in decision making are
all fundamental (see Part II). We must direct renewed attention to understanding the
diverse political dimensions of development, including how the poor and disenfranchised
can be empowered (Chapter 16, Global approach 5) and how the wealth generated by
growth can be equitably shared.

There is no substitute for strong leadership in mobilising political will across society to
tackle extreme poverty. In Africa, for example, the leadership of the late Ethiopian Prime
Minister Meles Zenawi and his focus on development results, food security and poverty
reduction have been exemplary. The same could be said for a number of Ghanaian presidents
hailing from different political parties, but who have coincided in championing poverty
reduction and food security for the poorest. This has enabled Ghana to implement a successful
development strategy focused on building the private sector, developing human resources and
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implementing good governance. In Brazil, President Lula revolutionised the fates of millions by
adopting a set of policies designed to channel resources directly to people at the bottom of the
affluence pyramid. He has contributed a chapter to this report, describing how he managed
Brazil’s political challenges to address his social and economic goals (Chapter 7).

We must balance poverty reduction with environmental sustainability

Today’s global growth is taking a heavy toll in the form of environmental degradation
and we are approaching or even overstretching our planetary boundaries. This has profound
significance for both present and future generations — but particularly for the poor, who are
the most dependent on nature for food, livelihoods, energy, security and health. The poor
and the disadvantaged are also the most vulnerable to the negative consequences of climate
change. Managing the natural resource base - soil, water, biodiversity and other precious
elements - and improving well-being while preserving local ecosystems and habitats is of
primordial importance for poor people. OECD countries have an obligation to deliver on their
international commitments to reduce greenhouse gases and to mobilise USD 100 billion
each year, starting in 2020, to counter the effects of climate change in the South.

While it is not always easy to balance poverty reduction with environmental sustainability,
important progress is being made. Over the past decade, for instance, Brazil has greatly
reduced extreme poverty and inequality (Chapter 7) while at the same time cutting
deforestation by 80%. Ethiopia aims to become a middle-income country without
increasing its greenhouse gas emissions and has developed the innovative Climate-
Resilient Green Economy strategy to guide it in doing so. Costa Rica’s unique payment for
ecosystem services programme, detailed in this report (Chapter 10, Local solution 1), is
successfully reconciling poverty reduction and sustainable development objectives.
Numerous other case studies were detailed in last year’s Development Co-operation Report.

Still, much more needs to be done. We are far from having a critical mass of countries that
are systematically integrating environment into their poverty reduction strategies. Serious
communication and co-operation obstacles persist in many countries among the economic,
social and planning sectors, and between the environment and climate change ministries. In
the international sphere, much more concentrated effort is needed to effectively promote
coherence and collaboration among the climate and development communities.

For example, we urgently need coherence around the costly and perverse fossil-fuel
policies prevalent in most of the countries around the world. Governments are spending
billions of dollars every year on across-the-board subsidies for petrol and diesel.
From 2005-11, OECD countries spent approximately USD 55-90 billion every year on fuel
subsidies (OECD, 2013). In sub-Saharan Africa, energy subsidies on average account for
close to 3% of gross domestic product - roughly the same amount that is spent on public
health (Alleyne and Hussain, 2013). Countries of the North and the South agree: fossil fuel
subsidies are inefficient and encourage wasteful consumption, and they also tend to favour
the middle class and the wealthy much more than the poor. These investments could be
targeted to provide benefits only for genuinely needy people, or reinvested to promote
renewable energy or enhance energy efficiency. So why do we continue to provide
subsidies that the world has agreed should be stopped?

The Global Partnership for Effective Development Co-operation promises
a way forward
International politics, geopolitical alliances and economic power have transformed
over the past 25 years. Today’s multipolar world is increasingly diverse and complex, yet at
the same time there is growing opportunity for a mounting number of nations to exercise
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leadership, influence and affirmative action. For shared challenges - such as poverty,
climate change, regional conflicts, international trade barriers, financial market stability
and global crime — we need to share solutions.

At the same time, all of these challenges apply to and impinge on development co-
operation. Today the international landscape for development co-operation involves many
more types of organisations, coalitions and resources than ever before in history - and
there are also greater complexity, competition and management challenges facing
development partner countries. It is vital to build understanding and mutual respect, and
to share good practices across the international development community, if we are to
respond wisely and efficiently.

The Global Partnership for Effective Development Co-operation is just what is needed.
This unique coalition of governments, civil society, the private sector and international
institutions was launched at the Fourth High-Level Forum on Aid Effectiveness in Busan
in 2011. Its aim is to catalyse and co-ordinate global efforts and resources for more effective
development. The Global Partnership will play a key role in helping development actors work
together, discuss the pros and cons of diverse policies and instruments, share good practice,
foster collaboration and promote concrete action - crucial pre-conditions for successfully
implementing the post-2015 development agenda. It is up to all of us, now, to make use of
this novel, inclusive partnership to improve our development co-operation efforts.

Concluding thoughts

We should never forget that extreme poverty is not just about living on less than
USD 1.25 per day. It is about much more than being hungry, ill-housed, and unable to
properly care for and educate the next generation. Poverty is also about vulnerability,
humiliation, discrimination, exclusion and inequity.

I have enduring images in my mind of the human face of poverty. The indomitable
strength and integrity of the young woman I met at a feeding station in drought-stricken
Malawi, who had just taken on the responsibility of raising her dead sister’s three children
—in addition to her own. The young, destitute Haitian mother who was intent on giving her
child - born from a violent rape - the best care she could provide. The poor people
crowding the ticket window in a train station on the Indian subcontinent, ignored by the
station attendant who, nonetheless, readily sold me a ticket.

The world must understand and remember that human rights go beyond political
rights: they include the right to education, to health, to security, to economic opportunity
and to dignity. There are more than 1 billion people - approximately 22% of the developing
world’s population — who still suffer from this inequity. Only by ensuring their full human
rights can we remove the scourge of extreme poverty forever.
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Executive summary

I-.I.-;le Millennium Development Goals (MDGs) galvanised political support for poverty
reduction. The world has probably already met the MDG target of halving the share of the
population living in extreme poverty (USD 1.25 per day). Yet progress towards the MDGs
across countries, localities, population groups and gender has been uneven, reflecting a
fundamental weakness in current approaches. As the United Nations and its partners
shape a new global framework to take the place of the MDGs in 2015 (Chapter 11), they face
the urgent challenge of ending poverty once and for all. As this Development Co-operation
Report (DCR) makes clear, this will take more than business as usual.

What is poverty and how is it measured?

This question was at the heart of numerous controversies around the MDGs. In this report,

leading thinkers outline definition and measurement challenges:

e Poverty is not only about income. The MDG goal to halve extreme income poverty
sidesteps many other deprivations (Chapter 3). Economic growth is not sufficient to
eradicate all dimensions of poverty or to benefit all people.

e Poor people do not only live in poor countries (Chapter 1). Today, a new “bottom billion” live
in middle-income countries, including India and China. National poverty measurements fail
to capture these within-country inequalities or to guide progress in eradicating them
(Chapters 2 and 15).

e Poverty is not standard or static. New measures should look beyond global aggregates to
reflect countries’ different starting points and challenges, address inequalities, and ensure
comparability over time (Chapters 2 and 11).

e It is not only a question of “getting to zero” - but of staying there (Chapter 4). At least
half a billion people are entrenched in chronic poverty. Policies must be specially
formulated not only to end extreme and chronic poverty, but to prevent new
impoverishment.

New goals for ending poverty

To recapture the Millennium Declaration’s vision, the new international development
agenda must embody principles of solidarity, equality, dignity and respect for nature
(Chapter 12). It will need goals that can effectively guide core aspirations, targets that are
easy to monitor, and strategies for economic and social transformation. This report makes
numerous proposals for developing these elements, including:

Move from poverty to inclusive well-being

e Create a new headline indicator to measure progress towards eradicating all forms of
poverty, which could complement the current income-poverty indicator (Chapters 3 and 5).

e Include targets and indicators to track whether people are becoming newly poor (Chapter 4).



EXECUTIVE SUMMARY

e Include a goal of reducing income inequality, or a set of indicators of inequality across
the various goals (Chapters 1 and 11).

e Take a twin-track approach to gender: a goal for gender equality and women’s empowerment
coupled with a way of revealing gender gaps in all other goals and targets (Chapter 16).

Combine national and global goals and responsibilities

e Base a new global goal of reducing income poverty on national poverty measures that are
internationally co-ordinated and consistent (Chapter 2).

e Make the new agenda applicable to all countries, but with responsibilities that vary
according to a country’s starting point, capabilities and resources (Chapter 11).

e Set targets nationally but within global minimum standards (Chapters 11 and 15).

Improve data for tracking progress

e Adopt a specific goal, target and indicator to increase the availability and quality of data
for tracking progress towards these new goals, and invest in national statistical capacity
(Chapters 14 and 16).

New directions for ending poverty

Getting the goals right is the first step; achieving them will require new policies,
commitment and leadership by national governments — North and South - and the entire
global community. Governments, parliamentarians, multilateral and regional institutions,
civil society, non-governmental organisations (NGOs), foundations, and the private sector
will need to co-operate to ensure that all polices in all areas work together to end poverty.
Contributors to this report share their wealth of experience on what works, including:

e See development as a shift from poverty to power by empowering people, especially
women and the chronically poor and eliminating social discrimination that keeps them
poor. Development co-operation agencies, political movements and civil society
organisations can support such power shifts (Chapters 4, 5, 6, 9, 10, 12 and 16).

e Build inclusive and sustainable economies that enable the poorest to participate in and
benefit from growth. This will require a root-and-branch re-orientation and reprioritisation
of policies and programmes - especially in agriculture, education, energy and employment
(Chapters 4, 7, 8, 14 and 15).

e Provide systems of social protection - employment guarantees, cash transfers, pensions,
child and disability allowances - to create a virtuous cycle that enables poor people to
sustain their livelihoods, build assets, access economic opportunities and withstand
shocks such as climate change (Chapters 4, 5, 6, 7, 9, 10 and 13).

e Make environmental sustainability and natural resources a core priority, inextricably
linked to poverty reduction and well-being. Policies must address not only the
symptoms, but also the causes, of poverty, without undermining the well-being of future
generations (Chapters 11, 13 and 15).

e Invest in smallholder agriculture to tackle poverty and promote broad-based economic
growth in poor, largely rural countries (Chapters 8 and 10).

e Support the exchange of knowledge and experience on poverty reduction, particularly
among Southern countries (Chapters 1, 8, 15 and 16).

20 DEVELOPMENT CO-OPERATION REPORT 2013 © OECD 2013



EXECUTIVE SUMMARY

What does this mean for development co-operation?

Extra support will be needed to meet these challenges. While financial resources increasingly
will come from countries’ own tax systems, official development assistance (ODA) will still
be critical. It must become “smart” at attracting additional funds within a single, unified
global structure that optimises all available sources of finance and ensures accountability
(Chapters 15 and 16). The new Global Partnership for Effective Development Co-operation
could catalyse and co-ordinate global efforts and resources (Editorial). Eliminating poverty
and reducing inequality, within and among countries, will require sustained and coherent
support to fragile states; targeting of pockets of extreme poverty in middle-income countries;
developing states’ own capacity for delivering public goods; and recognising that peace and
the reduction of violence are the foundations of poverty eradication (Chapters 14, 15 and 16).
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PART I

Chapter 1

What will it take
to end extreme poverty?

by
Andy Sumner, King’s College London, United Kingdom

The world has probably met the first Millennium Development Goal (MDG) target:
to halve the share of the population living in extreme poverty. Can the world now
end extreme poverty by 20307 Using a range of scenarios based on economic growth
and income inequality forecasts, the author shows that strong economic growth
coupled with a fall in within-country inequality could end extreme poverty. If
growth is weak and inequality is not tackled, however, extreme poverty could
remain around 1.3 billion in 2030. Ending USD 1.25 per day poverty does not mean
ending all poverty. Nutrition and health poverty, multidimensional poverty and
higher poverty lines need to be considered as well. This is why providers of
concessional funding should not concentrate attention solely on the poorest
countries and should remember the “new bottom billion” in middle-income
countries (MICs). A new system of country classification would help to address this
challenge. The focus of development co-operation with MICs should be on:
supporting economic growth that is equitable and addressing poverty reduction as
a national distribution issue; co-financing global, regional and national public
goods; ensuring that development and other OECD polices (on trade, migration and
others) are coherent and mutually supportive; encouraging new modalities of
finance, such as joint funding by traditional and new “donors” of programmes with
benefits beyond borders (vaccination programmes, green infrastructure, etc.); and
supporting the exchange of knowledge and experience on poverty reduction.
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I.1. WHAT WILL IT TAKE TO END EXTREME POVERTY?

W’lat do President Obama, UN Secretary General, Ban Ki-Moon and the musician Bono
have in common? Each has proposed - along with other prominent leaders and thinkers -
that the world should seek to end extreme poverty over the next 20 years or so. But how
realistic is this aspiration? And what needs to be done to make it happen?

This chapter considers changing patterns of poverty and what would be necessary to
end extreme poverty by around 2030.

Ending extreme poverty is possible

The idea of an end to extreme poverty is part of a broader discussion on the next
generation of UN global development goals. The current set of goals, the Millennium
Development Goals (MDGs), will expire in 2015. The MDGs aimed to halve income poverty
and hunger and to reduce other forms of poverty in areas such as health, education and
access to water. So the big question for the United Nations, the OECD and their partner
countries is: what sort of global goals should take the place of the MDGs after 2015?

To answer that question, we need first to know a bit about progress towards the
current goals and how the goals have supported development efforts. In short, the MDGs
have helped maintain the case for more aid - or official development assistance (ODA) - for
the poorest countries (Figure 1.1) and encouraged faster progress in some areas, notably in
reducing child and maternal mortality (MDGs 4 and 6; Table 1.1).

Figure 1.1. ODA per capita to low- and middle-income countries, 1990-2009
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Source: C.Kenny and A. Sumner (2011), “More Money or More Development: What Have the MDGs Achieved?”, Centre

for Global Development (CGD) Working Paper, CGD, Washington, DC.
StatLink Si=m http://dx.doi.org/10.1787/888932895520

Of course, quite a lot of this progress would have happened even if there had not been
any global goals. It seems unlikely, for example, that the MDGs had much to do with the
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Table 1.1. Global progress towards selected “headline” MDGs

Improvement Faster than historical patterns?
since 19907 On track? (1970-2000 vs. 2000-09)
Poverty (MDG 1) Y Y -
Undernourishment (MDG 1) Y N
Primary education (MDG 2) Y N N
Gender equality in primary education (MDG 3) N Y N
Child mortality (MDG 4) Y N Y
Maternal mortality (MDG 6) Y N Y
Drinking water (MDG 7) Y Y -

Note: Empty cells indicate insufficient data to make judgement.
Source: C.Kenny and A. Sumner (2011), “More Money or More Development: What Have the MDGs Achieved?”, Centre
for Global Development (CGD) Working Paper, CGD, Washington, DC.

People’s Republic of China, India and other emerging economies’ incredible economic take-
off (Chapter 2). Still, the world has probably met MDG 1a: to cut in half the share of the
world’s population living in extreme poverty, as measured by the World Bank at USD 1.25
per person per day (Figure 1.2). Nevertheless, some express doubts about whether the
MDG 1a (income poverty) goal has been met, because of the limited progress on MDG 1c
(hunger). They point to the “poverty-hunger” disconnect, whereby the headline statistics
on hunger have fallen very little over the same time period; this raises questions about the
achievement of income poverty, given that the measurement of income poverty is largely
based on food expenditures (Pogge, 2013).

Figure 1.2. Percentage of total developing country population living
on under USD 1.25 per day, 1981-2015
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Source: WEF (World Economic Forum) (2012), Getting to Zero: Finishing the Job the MDGs Started, WEF, Geneva.
StatLink Sa=m http://dx.doi.org/10.1787/888932895539

Some argue that if the MDGs were about halving global poverty and reducing other
aspects of poverty, the post-MDGs should be about “finishing the job” - in other words,
“getting to zero poverty” (WEF, 2012).

A set of recent papers outlines the plausibility of this goal (e.g. Edward and Sumner,
2013; Karver et al., 2012; Ravallion, 2013). They conclude that it is entirely feasible to come
close to ending extreme poverty by around 2030 or so — but only under certain conditions.

DEVELOPMENT CO-OPERATION REPORT 2013 © OECD 2013 27


http://dx.doi.org/10.1787/888932895539

I.1. WHAT WILL IT TAKE TO END EXTREME POVERTY?

Even if USD 1.25 poverty is close to zero in 2030, significant nutrition
and health poverty could remain

At the same time, it is essential to remember that ending USD 1.25 poverty will not
necessarily mean all kinds of poverty are ended. Karver et al. (2012) project that significant
nutrition and health poverty could remain in 2030, even if USD 1.25 poverty is close to zero (see
Table 1.2 and Chapter 3 in this volume). The USD 1.25 line is also a very low poverty line
indeed; it is the poverty line of the poorest countries and just one of the series of poverty lines
used by the World Bank (Chapter 2). Moderate poverty (set at USD 2) will - not surprisingly -
continue longer. The global cost of putting an end to USD 2 per day poverty could fall to as little
as 0.1-0.2% of world GDP in 2030 (see below). For USD 2 poverty to drop from the current level
of just over 2 billion people to 600 million by 2030, every country would need to meet the
International Monetary Fund growth forecasts (IMF, 2012) and reduce inequality.

Table 1.2. How key poverty indicators will look in 2030 if historical trends continue

Developing countries Sub-Saharan Africa South Asia
Indicator

2010 2030 2010 2030 2010 2030
Child mortality rate (per 1 000) 49.5 27.6 122.2 66.3 65.6 337
Maternal mortality rate (per 100 000 live births) 192.0 129.0 718.0 308.0 279.0 174.0
Undernourishment (%) 15.3 12.6 25.7 17.6 22.1 16.6

Note: Figures are population-weighted and represent mid-range projections.
Source: J. Karver, C. Kenny and A. Sumner (2012), “MDGs 2.0: What Goals, Targets and Timeframe?”, CGD Working
Paper, Center for Global Development, Washington, DC.

StatLink = http://dx.doi.org/10.1787/888932895558

On the other hand, if growth is weak and current inequality trends continue, in 2030
USD 1.25 poverty would be about the same as today - at 1.3 billion people (Figure 1.3) — and
USD 2 poverty could increase from current levels to exceed 2.5 billion people. What’s more,
poverty does not end above one or two dollars a day; the risk of falling into poverty may
only diminish when people reach about USD 10 per day (Lépez-Calva and Ortiz-Juarez,
2011; Chapter 4 in this volume).

The poor do not just live in the poorest countries

Today, there is a “new bottom billion” of extremely poor people living
in middle-income countries

The distribution of global poverty — income poverty as well as ill-health, malnutrition
and other kinds of poverty — has shifted since the 1990s from countries classified by the
World Bank as low-income countries (LICs) towards middle-income countries (MICs). This
shift has given rise to a new geography of poverty: in 1990, almost all of the world’s poor
people (however defined) lived in countries classified as LICs. Addressing global poverty
then was seen largely as a matter of providing aid and resource transfers.
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Figure 1.3. How many poor people in 2030? Scenarios for USD 1.25 poverty
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Source: P. Edward and A. Sumner (2013), The Future of Global Poverty in a Multi-Speed World, Center for Global
Development, Washington, DC.
StatLink Sazm http://dx.doi.org/10.1787/888932895577

Today, there is a new “bottom billion”* - the billion poor people living in extreme income
poverty in middle-income countries (Sumner, 2010; 2012a; 2012b; 2012c). The same is true if
we look at health and nutrition and other forms of poverty (Alkire et al., 2013; Glassman
et al.,, 2011; Kanbur and Sumner, 2011; Sumner, 2010). In short, while 30 of the countries
where the bulk of the world’s poor live — among them five very populous countries - have
become better off and transitioned from LIC to MIC status, poverty has not fallen as much as
one might expect. The net result is a shift of world poverty into MICs (Table 1.3).

Table 1.3. Where did the global poor live in 2010?

% of global poor

Country category

USD 1.25 usb 2
Current low-income countries (LICs) 295 222
Current lower middle-income countries (LMICs) 55.9 60.0
Current upper middle-income countries (UMICs) 14.6 17.7
All current middle-income countries (MICs) 70.5 77.8
Least developed countries 30.8 235
Emerging market economies 59.2 66.9
All non-fragile MICs 59.6 66.0
All fragile states’ 32.1 28.6
LIC fragile states 21.2 16.9
MIC fragile states 10.9 11.8
Conflict/post-conflict countries? 11.8 8.8

1. Based on list in OECD (2013), Fragile States: Resource Flows and Trends, Conflict and Fragility, OECD Publishing,
http://dx.doi.org/10.1787/9789264190399-en.
2. Based on list in World Bank (2013), Harmonized List of Fragile Situations FY13, The World Bank, Washington, DC.
Source: Edward, P. and A. Sumner (2013), The Future of Global Poverty in a Multi-Speed World, Center for Global
Development, Washington, DC.
StatLink SazP http://dx.doi.org/10.1787/888932895596

* The term “bottom billion” was used by Paul Collier in his book The Bottom Billion: Why the Poorest
Countries are Failing and What Can Be Done About It (2007), where he explores the reasons why
impoverished countries fail to progress despite international aid and support. He argues that there
are just under 60 such economies, home to almost 1 billion people.
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Of course, this is not to say that the 300 million people living in extreme (USD 1.25)
poverty today in LICs or least-developed countries (LDCs) do not matter. Rather, with half
of the world’s poor living in just 2 countries - India and China - and 20 populous countries
accounting for 80-90% of global poverty (among them Bangladesh, Democratic Republic of
the Congo [DRC], Indonesia, Nigeria and Pakistan), what happens in a handful of the
populous countries will make a big difference for ending extreme poverty.

Poverty reduction must not overlook middle-income and fragile states

What about the future geography of poverty? Today, most of the world’s extreme poor
live in the emerging economies, half of them in India and China alone. By 2030, some of
those emerging economies could be high-income countries; Brazil, China and Indonesia
could even be high-income countries by 2025, if growth meets IMF forecasts. Indonesia may
cross the threshold into the “upper middle-income country” classification in the next couple
of years and could attain high-income country status around 2025; India and Nigeria are
somewhat behind, but may be upper-middle-income countries shortly after 2025. So
couldn’t this be seen as good news, as the emerging economies will surely be better equipped
to deal with poverty? Maybe, but it is certainly not a given. A significant amount of world
poverty could easily remain in stable middle-income countries because of spatial and social
inequalities.

Half the world’s poor live in India and China

At the same time we could ask ourselves: will the poor increasingly be found in fragile
states? The answer is not clear because the total number of poor people in stable countries
has fallen slowly when China is excluded (see Figure 1.4). Furthermore, poverty in fragile
states is occurring increasingly in middle-income fragile states, such as Pakistan and
Nigeria, rather than in the poorest, low-income ones (Figure 1.5). This suggests that the

Figure 1.4. Numbers of people living under USD 1.25 per day, 1990-2010
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Source: P. Edward and A. Sumner (2013), The Future of Global Poverty in a Multi-Speed World, Center for Global

Development, Washington, DC.

StatLink Sa=P http://dx.doi.org/10.1787/888932895615
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Figure 1.5. Where will the poor live in 2030? Scenarios for minimum and
maximum share of global poverty
% of world USD 1.25 poverty in 2030
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cause of poverty in these countries is not solely a lack of resources, and that fragility is not
necessarily a barrier to raising average incomes (Chapter 16, Global approach 4).

There are important definitional issues here: nothing magically happens when a
country crosses an arbitrary line into a new classification based on per capita income.
Nonetheless, many donors treat countries differently when this happens, considering
middle-income country classification in itself a justification for reducing or even ending aid.

Looking ahead, how poverty will be distributed by 2030 will depend on both economic
growth and inequality patterns, in particular in the fast-growing and populous MICs.
Figure 1.5 shows some possible scenarios and the levels of uncertainty inherent which are
very significant. It is certainly not a given that most of the world’s poor will live in fragile
states. Indeed, poverty in middle-income countries could remain significant in 2030 if
current inequality trends continue.

A new form of development co-operation with middle-income countries
is needed

The poverty scenarios for different country classifications presented above contain
some important policy messages. They estimate that possibly more than a half of global
poverty in the coming decades could remain in stable middle-income countries.

The number of aid-dependent countries is declining and this is likely to continue. In
fact, two-thirds of developing countries have an ODA to gross national income (GNI) ratio of
less than 2%; only around 30 countries (and 10 small island states) have an ODA to GNI ratio
of more than 10% (Edward and Sumner, 2013). Projections of future economic growth indicate
that only a small group of about 20 countries, possibly fewer, will remain low-income in 2030.
Many of these, but by no means all, are conflict-affected or post-conflict countries.
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It could be argued that the shift of poverty to MICs means that the resource constraints
and aid volume debates around the MDGs are less pressing for the new post-2015
framework. Although there is no sudden change in a country when it crosses one of the per
capita income thresholds established by the World Bank, countries that are experiencing
significant economic growth have substantially higher levels of average per capita income,
and therefore substantially more domestic resources available for poverty reduction. Most
MICs have credit ratings that allow them to borrow from capital markets, and indeed may
prefer to do so to avoid the conditions that often are associated with ODA.

The cost of ending extreme poverty is approximately 0.2%
of global GDP, or USD 150 billion (PPP)

This is also why donors, including many aid agencies, generally consider MIC status as a
reason for reducing aid flows. But there are good reasons for OECD-Development Assistance
Committee (DAC) donors to continue development co-operation with MICs - but of a new kind.
Development co-operation could shift from grants to concessional loans (which would be
cheaper than borrowing from private capital markets); to co-financing global or regional
initiatives such as vaccination programmes or green infrastructure; and to policy-related
research and knowledge exchanges between MICs and other countries. These points need to be
factored into the post-2015 framework and into how development is supported in the future.

Furthermore, the post-2015 agenda needs to reflect the fact that over time it is likely that
the expanding number of MICs will make far greater demands on traditional donors to focus
on policy coherence (better co-ordination of their trade, migration and other policies): the
basis of oft-forgotten MDG 8.

The changing pattern of global poverty also raises various questions about whether, in a
world of fewer and fewer aid-dependent countries, poverty will become increasingly a
matter of within-country inequality. Many of the world’s extreme poor already live in
countries where the total cost of ending extreme and even moderate income poverty is not
prohibitively high if considered as a percentage of GDP. The cost of ending USD 1.25 world
poverty is somewhere around 0.2% of global GDP, or USD 150 billion (at 2005 purchasing
power parity, see Chapter 2). The cost of ending USD 2 world poverty is around 0.9% of global
GDP, or USD 600 billion (PPP 2005).

This should not, however, be a cause for complacency. There are still many constraints
rooted in the heterogeneity of the new MICs and of their economic growth patterns, in their
administrative state capacities, in their domestic political economy (in particular the
taxation base), and in capacities for income redistribution among the emerging but largely
insecure and often-labelled lower “middle classes” (those in the USD 2-10 per day range),
many of whom are barely out of day-to-day poverty themselves.

Conclusions

It is clear from this analysis that ending global poverty is a complex challenge, but that at
least three things are required and should be integrated into the new development goal
framework:

1. Economic growth needs to be strong and meet IMF growth forecasts. As noted above, the
recent record for many countries is very good: over the past decade, almost 30 countries
have become middle-income. Over the same time period, two-thirds of developing
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countries have achieved GDP per capita growth rates of more than twice the average of
those of the OECD countries (OECD, 2010).

2. This economic growth must occur hand-in-hand with a decline in inequality within
countries. This is the crux. Without this coupling, it will take much, much longer to end
poverty — at whatever level. It is startling just how much difference changes in inequality
could make to global poverty — both to the number of poor people and to the costs of
ending poverty (Chapter 10, Local solution 3).

3. Special attention needs to be given to the fact that much of the world’s poverty is
concentrated in about 20 populous countries. What happens in countries such as
Bangladesh, DRC, China, India, Indonesia, Nigeria and Pakistan will be critical.

Above and beyond considerations of where future aid is allocated, donors also need - as
already stated - to adapt new modes and kinds of co-operation to individual country contexts
when tackling persistent poverty. In middle-income countries, donors should focus on
supporting economic growth that is more equitable; ensuring that policies and programmes
are coherent; encouraging new types and sources of finance, such as joint donor-partner
country funding to programmes with benefits beyond their borders (vaccination programmes,
green infrastructure, etc.); and exchanging knowledge and experience on poverty reduction.
What'’s more, we need to look at the new and changing geography of poverty.

Only by looking at poverty in this new way will we have a chance of ending extreme
poverty.

References

Alkire, S, J. Roche and A. Sumner (2013), “Where Do the Multi-Dimensionally Poor Live?”, OPHI Working
Paper, Oxford Poverty and Human Development Initiative, Oxford.

Chen, S. and M. Ravallion (2012), An Update to the World Bank’s Estimates of Consumption Poverty in the
Developing World, The World Bank, Washington, DC.

Edward, P. and A. Sumner (2013), The Future of Global Poverty in a Multi-Speed World, Center for Global
Development, Washington, DC.

Glassman, A., D. Duran and A. Sumner (2011), “Global Health and the New Bottom Billion: What Do
Shifts in Global Poverty and the Global Disease Burden Mean for GAVI and the Global Fund?”, CGD
Working Paper, Center for Global Development, Washington, DC.

IMF (International Monetary Fund) (2012), World Economic Outlook Database, IMF, Washington, DC.

Kanbur, R. and A. Sumner (2011), “Poor Countries or Poor People? Development Assistance and the
New Geography of Global Poverty”, Working Paper, 2011-08, Charles H. Dyson School of Applied
Economics and Management, Cornell University, Ithaca, NY.

Karver, J., C. Kenny and A. Sumner (2012), “MDGs 2.0: What Goals, Targets and Timeframe?”, CGD
Working Paper, Center for Global Development, Washington, DC.

Kenny, C. and A. Sumner (2011), More Money or More Development: What Have the MDGs Achieved?, Centre
for Global Development (CGD) Working Paper, CGD, Washington, DC.

Lépez-Calva, L.F. and E. Ortiz-Juarez (2011), A Vulnerability Approach to the Definition of the Middle Class, mimeo,
The World Bank and United Nations Development Programme, Washington, DC and New York, NY.

OECD (2013), Fragile States: Resource Flows and Trends, Conflict and Fragility, OECD Publishing,
http://dx.doi.org/10.1787/9789264190399-en.

OECD (2010), Perspectives on Global Development 2010: Shifting Wealth, OECD Publishing,
http://dx.doi.org/10.1787/9789264084728-en.

Pogge, T. (2013), “Poverty, Hunger, and Cosmetic Progress”, in M. Langford, A. Sumner and A. Yamin
(eds.), The Millennium Development Goals and Human Rights, Cambridge University Press, New York.

DEVELOPMENT CO-OPERATION REPORT 2013 © OECD 2013 33


http://dx.doi.org/10.1787/9789264190399-en
http://dx.doi.org/10.1787/9789264084728-en

I.1. WHAT WILL IT TAKE TO END EXTREME POVERTY?

Ravallion, M. (2013), “How Long Will it Take to Lift one Billion People out of Poverty?”, World Bank Policy
Research Working Paper, No. 6325, The World Bank, Washington, DC.

Sumner, A. (forthcoming), “Global Poverty, Aid and Middle-Income Countries: Are the Country
Classifications Moribund or is Global Poverty in the Process of ‘Nationalising’?”, UNU WIDER
Working Paper, UNU WIDER, Helsinki.

Sumner, A. (2013), “Poverty, Politics and Aid”, Third World Quarterly, Vol. 34, No. 3, pp. 357-377.
Sumner, A. (2012a), “Where Do the Poor Live?”, World Development, Vol. 40, No. 5, pp. 865-877.

Sumner, A. (2012b), “From Deprivation to Distribution: Is Global Poverty Becoming a Matter of National
Inequality?”, IDS Working Paper, Institute for Development Studies, Brighton, United Kingdom.

Sumner, A. (2012c), “Where Do the World’s Poor Live? A New Update”, IDS Working Paper, Institute for
Development Studies, Brighton, United Kingdom.

Sumner, A. (2010), “Global Poverty and the New Bottom Billion”, IDS Working Paper, Institute for
Development Studies, Brighton, United Kingdom.

World Bank (2013), Harmonized List of Fragile Situations FY13, The World Bank, Washington, DC.
World Bank (2012), PovcalNet, available at: http://iresearch.worldbank.org/PoucalNet.

World Bank (2011), World Development Indicators, The World Bank, Washington, DC.

WEF (World Economic Forum) (2012), Getting to Zero: Finishing the Job the MDGs Started, WEF, Geneva.

34 DEVELOPMENT CO-OPERATION REPORT 2013 © OECD 2013


http://iresearch.worldbank.org/PovcalNet

Development Co-operation Report 2013
Ending Poverty
© OECD 2013

PART I

Chapter 2

Is it time for a new
international poverty measure?

by
Stephan Klasen, University of Gottingen, Germany

Since 1990, the World Bank and the United Nations have tracked global poverty
trends using a common international poverty line — the so-called “USD 1.25
per day” line. This indicator has been helpful for comparing global poverty over time
and for monitoring progress against key development targets such as the
Millennium Development Goals. Howeuver, it appears to be reaching the limits of its
usefulness and relevance. This is partly because of the increasing number of poor
people in middle-income countries — where per capita consumption and national
poverty lines are substantially above USD 1.25 per day. Other considerations also
raise questions as to the appropriateness of this measure to reflect levels and trends
in world poverty: the multiple dimensions of poverty, the disconnect between
national and international poverty lines, comparability over time, the need to
measure not only absolute, but also relative poverty, etc. As the world works
towards a new set of international goals it will be critical to address and resolve
these issues. This chapter supports a new approach for measuring global poverty
that takes these weaknesses into account: an internationally co-ordinated national
poverty measurement.




1.2

IS IT TIME FOR A NEW INTERNATIONAL POVERTY MEASURE?

T;le world can declare victory for having reached the first Millennium Development Goal
(MDG) target of halving the share of the population suffering from extreme income poverty
(living on under USD 1.25 per day; Chen and Ravallion, 2012; World Bank, 2013).
Between 1990 and 2010, the incidence of poverty fell from 43.1% to 20.6%, with five years to
spare before the MDG target date of 2015.

Population growth means that the number of poor people globally only
fell from about 1.9 billion to about 1.2 billion between 1990 and 2010

36

Of course, there are at least five reasons for being sceptical about this result:

1. Reaching the MDG target at the global level has depended mainly on the overachievement
of some rapidly growing and populous Asian economies - most notably the People’s
Republic of China, but also Bangladesh, Indonesia, Thailand and Viet Nam. Yet if one
looks at the MDGs as country-specific goals, there are many countries that are still not
on track to reach the target (or for which data are missing); poor performance is
particularly evident in Africa and Oceania (UN, 2012).

2. Halving the share of people in extreme poverty is hardly the end of global poverty. In fact,
as has been argued by Pogge (2008), among others, the target of halving the incidence of
poverty (MDG 1a) was modest compared to the overarching MDG 1 goal of “eradicating
extreme poverty and hunger”, or to the objective expressed in the Millennium Declaration
of halving the number of poor people by 2015 (Chapter 12). Because of intervening
population growth, the reduction in the actual number of poor people globally has only
been from about 1.9 billion in 1990 to about 1.2 billion in 2010 (Chen and Ravallion, 2012;
World Bank, 2013). In Africa, it is substantially higher than in 1990 and the number of
poor there will certainly not be halved by 2015; it is also unclear whether the number of
poor will be halved globally by 2015.

3. Poverty is now widely accepted to be a “multidimensional” phenomenon (Chapter 3). In
other words, income is only an imperfect proxy for the ability of people to achieve minimal
levels of well-being in multiple realms, such as education and health (e.g. Klasen, 2000).
While concrete proposals now exist for how to measure this so-called multidimensional
poverty across the developing world (Chapter 3), data gaps limit a similar assessment of
trends in this indicator over time (see also Chapter 4).? Thus, we do not know whether
progress to eliminate poverty in this broader sense has been faster or slower than
progress on income poverty.

4. There is substantial debate around uncertainties and problems associated with the way
extreme income poverty is currently measured, using a single international poverty line
expressed in USD and adjusted for purchasing power parity? (PPP; see Box 2.1)
(e.g. Deaton, 2010; Klasen, 2013).

5. The appropriateness of a USD 1.25 per day cut-off for most people in developing countries
is also increasingly being questioned, particularly for the rapidly rising share of the
extreme poor living in middle-income countries (Chapter 1).
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Box 2.1. Understanding PPP and PPP exchange rates

Standard exchange rates measure the relative values of different currencies for goods,
services and financial assets traded internationally. In contrast, PPP exchange rates
measure the relative values (purchasing power) of currencies in domestic markets,
including the cost of services — haircuts, housing, local transport, etc. - that are not traded
across international borders. Consumption PPPs — which are used to convert the international
poverty line into local currencies — measure the relative cost of a representative bundle of
goods and services in each country, weighted by the share of each item in overall consumer
spending. Using PPP exchange rates to convert the international poverty line into local
currencies helps ensure that the calculated values correspond to a similar standard of
living in each country. The key word here is “helps,” because there is much room for error
in this calculation. In addition, a particular problem with PPP exchange rates is that they
are only valid for the year in which the price comparisons were made (i.e. for 2005 in the
latest benchmark year of price comparisons). This method, therefore, does not provide an
answer to the key question, to what extent are PPP exchange rates for a particular
benchmark year (e.g. 2005) accurate for previous or later years? For this reason, they must
be treated with caution when looking at changes over time.

Source: Adapted from the Poverty Tools FAQ (Frequently Asked Questions) page at www.povertytools.org/faq.htm.

In this chapter I will focus on the last two issues to highlight the current state of flux
in international poverty measurement. As we move forward on international poverty
measurement — and towards a new set of international goals - it will be crucial to resolve
these issues. I present some options for a possible way forward.

Immense uncertainties surround how we measure global poverty

The international poverty line was first developed by the World Bank for its 1990 World
Development Report on poverty. Global poverty measurement using this line is based on a
four-step procedure:

1. National poverty lines of poor countries (where such lines exist) are translated into PPP-
adjusted dollars (Box 2.1).

2. The poverty lines of the poorest countries are then averaged to establish the international
poverty line (Chen and Ravallion, 2010). This is based on the empirical finding that below
a certain level of per capita consumption, poverty lines are rather similar.

3. The international poverty line is translated back into national currencies using PPP
exchange rates (Box 2.1).

4. Each of these national poverty lines is then adjusted according to national inflation rates
in the country over time. Household incomes for a given year are then compared with
the national poverty line to calculate the poverty rate for that year.

While using an internationally comparable line to calculate poverty has allowed us to
assess global poverty for the first time, the approach has two significant drawbacks.

First, the differences among developing countries mean that the international poverty
line often has little correspondence with individual national poverty lines, even for
countries whose national poverty line was used to create the international line (Dotter,
2013). For example, Tanzania’s and Tajikistan’s poverty line were both used to create the
international line, but Tajikistan’s poverty line is more than three times higher than
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Tanzania’s in PPP dollars (USD 1.96 in Tajikistan versus USD 0.64 in Tanzania). This is
despite the fact that both have roughly the same per capita consumption and therefore,
according to the logic of the international poverty line, should have about the same poverty
line. Based on the international poverty line of USD 1.25 a day, however, poverty in
Tanzania is 40 percentage points higher than it is on that country’s national poverty line;
conversely, in Tajikistan poverty is about 40 percentage points lower when using the
international poverty line rather than the national one. This limits the legitimacy of the
international line as a tool to monitor and analyse poverty in individual countries; these
countries often prefer, instead, to use their own national income poverty lines, which
typically bear little relation to the international poverty line.

A second problem relates to the updating of the international poverty line and the
associated PPP comparisons over time (Klasen, 2013). By way of brief explanation, in order to
make comparisons that reflect differences in purchasing power across countries, the UN
(and more recently, the World Bank) has co-ordinated a global process of international price
comparison to generate “PPP-adjusted exchange rates” (Box 2.1). The rounds relevant for
international poverty measurement took place in 1985, 1993 and 2005. With each new PPP
round, the international poverty line has been updated (from USD 1.02 in 1985 prices to
USD 1.08 in 1993 prices, which was used for the first MDG target, to USD 1.25 in 2005 prices).
The most recent update incorporated changes to the country sample of national poverty
lines used to estimate the international poverty line, as well as to the PPP rates.

Updating the international poverty line substantially changes
the share of poor people in the developing world — for 1990, the share
was 29% using the USD 1.08 line, but 41% using the USD 1.25 line

As has been noted by many (e.g. Chen and Ravallion, 2010; Klasen, 2013; Deaton, 2010),
this update led to a substantial upward revision of the number and share of poor people in
the developing world - from about 29% in 1990 using the USD 1.08 line to 41% that same
year using the USD 1.25 line. The effect on measured trends in poverty reduction has been
small, but there remain huge discrepancies in the levels of poverty in the world, as well as
in its regional distribution. For MDG 1a, this may have mattered less at the time it was
formulated since the target was to halve world poverty; this means that the focus was
more on trends and less on levels. The international discussion has now moved on to focus
on eradicating global extreme poverty using the USD 1.25 per day indicator (Chapter 1), as
advocated by the High-Level Panel of Eminent Persons on the Post-2015 Development
Agenda (HLP, 2013 and Chapter 11). To reach this new goal, we must be certain about levels
of poverty. Drastic revisions in the methods for calculating levels of poverty, such as those
associated with the change to the 2005 PPPs, will seriously undermine the whole exercise.

It is also not obviously clear which round of adjustments has produced the “best”
poverty line or PPP rate. While there are good arguments to believe that the 2005 PPP
process was superior to the 1993 process in many respects, it had its own biases (see Ward,
2009; Klasen, 2013). Moreover, even if the 2005 measure may be the best way to generate
comparable prices and poverty lines for 2005, it is unclear whether it generates comparable
prices and poverty lines for 1990, let alone for 1981 - or for the future. We are now awaiting
the results of the 2011 international price comparisons, which will generate a new
international poverty line in 2011 PPPs; this will also lead to recalculations of poverty levels
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across the world as far back as 1981, with all the uncertainties this implies about our
intended commitment to bring global extreme income poverty to zero.

Co-ordinated national poverty measures may be one way forward

Because of the immense uncertainties generated by these procedures, it is well worth
thinking about alternatives. One plausible approach which would deal with the problems
just outlined is to base the definition of a new global goal of reducing income poverty on
national measurements of poverty that are internationally co-ordinated and consistent.
The general idea would be: 1) to co-ordinate the methods for setting the poverty line in
each country internationally (e.g. using the widely used “cost of basic needs” method?);
and 2) to calculate poverty levels and trends nationally, using national currencies (Reddy,
2008; Klasen, 2013). Using this method, global poverty numbers (and proportions) would
simply be the sum of the poor in each country calculated using an internationally
comparable method. This approach would have two immediate advantages. First, there
would be no need to rely on PPP comparisons, with all the uncertainties and fluctuations
they entail. Second, international poverty measurement would be closely linked with
national poverty levels and trends.

While these advantages are substantial and suggest that this approach is well worth
trying, there are also some challenges (Klasen, 2013). First, it will require international co-
ordination and agreement to set the poverty line. While a de-politicisation of this
politically sensitive topic would likely be beneficial, it is not sure that this can be achieved
in most countries. Second, there are a number of difficult technical issues to be dealt with,
including how to establish the detailed procedures to initially set the line, update the line
over time, and ensure consistent and comparable household surveys that measure poverty
across countries and over time. Substantial technical and political effort is required to
pursue this agenda. My recommendation is that this option be studied in great detail,
tested and piloted, and then considered for implementation if it proves feasible.

Relative poverty lines can help track inequality

The other increasingly urgent question about the USD 1.25 international poverty indicator
is whether this is still a relevant cut-off point for the increasing number of poor people in the
developing world who are living in middle-income countries — countries with per capita
consumption and national poverty lines substantially above USD 1.25 per day (Chapter 1). The
fact that economic conditions in many parts of the developing world are improving has made
the USD 1.25 per day poverty line far too low to resonate with local conditions in nearly all of
Latin America (except Haiti and some countries of Central America), most of the Middle East
and North Africa (with the exception of Yemen), and most of East and Southeast Asia (with the
exceptions of Cambodia, Laos, Myanmar, Democratic People’s Republic of Korea and
Viet Nam). In fact, it only remains firmly relevant, for the foreseeable future, for most of sub-
Saharan Africa and South Asia.

There are two ways one can react to this issue. The first one is to celebrate the fact that
the basic survival conditions reflected (very roughly) by the USD 1.25 indicator have now
been surpassed in many countries.* This very low poverty line allows us to zero in on that
dwindling number of countries where this is still is a problem. Yet, while this might
resonate with donors wanting to focus their attention on the poorest of the poor, such an
approach may be ill-suited for new global goals designed to capture relative poverty.
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China and India’s improved economic conditions have prompted them
to raise their poverty line

A second way to address this issue is to view poverty in middle-income developing
countries as an equally urgent issue (see also Chapter 1). This would mean that one must
find new approaches to measure poverty in these emerging economies. Ravallion and Chen
(2011) have made a particularly interesting proposal in this regard: to establish a “weakly
relative” international poverty line. For the poorest countries, the poverty line would
remain at USD 1.25; for richer countries, however, it would rise with increasing incomes,
but not at the same rate (e.g. an increase in per capita consumption of 10% would increase
the poverty line by about 3%). For example, China and India recently increased their
poverty line to reflect their generally improved economic conditions. In recent papers,
Chen and Ravallion have reported results using such measures which show that weakly
relative poverty is actually increasing in many regions, particularly Latin America, the
Middle East and North Africa. In these regions, despite rising incomes (and therefore rising
poverty lines), growing inequality has led to more people falling below this weakly relative
international poverty line (e.g. see Chen and Ravallion, 2012).

Using internationally co-ordinated national poverty lines could also help to incorporate
relative criteria into poverty measurements (Box 2.2). For example, poverty lines based on
the cost of basic needs would rise as economic development increases the costs and agreed
quality of those basic goods included in the poverty basket. To what extent adjustments in
the national poverty lines could incorporate relative poverty considerations could be
examined as this approach is piloted and tested.”

Box 2.2. Poor, relatively speaking

If we follow the logic that national poverty lines take into account national economic
conditions, it would seem natural to argue that as countries get richer, more resources are
needed to be non-poor. This is consistent with Sen’s (1984) suggestion that poverty be seen
as absolute in terms of capabilities (in other words, to be non-poor a person everywhere and
at all times must be capable of being educated, healthy, nourished and integrated), but
relative in terms of income (in the sense that the resources required to achieve these
conditions are higher in richer countries).

The World Bank recently changed its goals for poverty measurement, retaining the
USD 1.25 per day poverty line, but adding a separate measure that monitors the mean
income growth rate for the poorest 40% to account for inequality, thus bringing in
inequality and relative considerations. These changes, however, only partly address the
issues highlighted here, as the proposal continues to have the drawbacks of the USD 1.25
per day indicator and does not necessarily capture changes in economic conditions among
the poorest segment of the population.® To address these issues, it would be better either
to move towards the weakly relative poverty approach promoted by Ravallion and Chen
(2011), or to consider using relative elements when setting national poverty lines.
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Conclusions

International poverty measurement is at a crossroads. While the USD 1.25 per day
indicator has served well for promoting global poverty measurement and has done much
to assist in goal setting as well as the monitoring of key development outcomes, it appears
to be reaching the limits of its usefulness. To address the relativities of the international
poverty line and PPP comparisons, and of the poverty problem in many countries, other
approaches are needed. An approach focused on internationally co-ordinated national
poverty measurement might be a way to address both issues, but requires detailed
feasibility testing.

Notes

1. There are also conceptual and empirical issues relating to details of the indicators, the cut-offs
which determine who is poor and who is not, and the procedures used when aggregating poverty
across dimensions. See Dotter and Klasen (2013) for a discussion of some of these issues and
possible ways to address them. Addressing these issues would not only affect comparisons of
poverty levels among countries, but also over time.

2. Purchasing power parity (PPP) is used to determine the relative value of currencies. It asks how much
money would be needed to purchase the same goods and services in two countries, and uses that
to calculate an implicit foreign exchange rate. Using a PPP rate gives the same purchasing power to
a given amount of money in different countries. PPP rates make it easier to compare incomes in
different countries, as market exchange rates are often volatile.

3. This method estimates how much income is needed to attain a minimum access to food
(measured in calories). It then fixes a poverty basket using current expenditure patterns of people
close to the poverty line that achieves this caloric norm, and additionally makes some allowance
for non-food spending. For details, see Ravallion (1992).

4. Although the dependence of the USD per day poverty rates on PPP rounds puts into question
whether it neatly measures exactly the resources required for survival (Box 2.1).

5. Arguably, one would also want to incorporate relative elements in a multidimensional poverty
index. See Dotter and Klasen (2013) for more discussion.

6. In particular, when using the growth rate of average income of the poorest 40%, growth for that
group will be largely driven by the richest people within that group. Thus, the measure largely
disregards the plight of the poorer people. Another problem is that it is unclear which price index
should be used for this assessment: the overall inflation rate or the price index relevant for the
poor (or the poorest 40%)?
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PART I

Chapter 3

How to measure
the many dimensions of poverty?

by
Sabina Alkire, Oxford Poverty and Human Development Initiative (OPHI), United Kingdom?

Ending poverty measured by USD 1.25 per day is unlikely to mean the end of the
many overlapping disadvantages faced by poor people, including malnutrition, poor
sanitation, a lack of electricity, or ramshackle schools. Ending poverty means
addressing its multiple dimensions. This chapter makes the case for a new headline
indicator to measure progress towards eradicating poverty in its many dimensions.
This indicator could be an adaptation of the Multidimensional Poverty Index, or
MPI, that is already being used internationally in the Human Development Report
(HDR) and by many countries around the world. The index combines ten indicators
reflecting education, health and standards of living; experience in using it suggests
that it would be a feasible indicator to complement an income-poverty measure. It
would help to bring into view the overlooked poor and to unleash energies for ending
other dimensions of poverty as well. This measure would inform, guide and monitor
multidimensional poverty reduction policies, adding real value for policy makers. It
would also help to monitor the degree to which economic growth is equitable and to
show the important links between poverty and sustainability. Eradicating poverty
as measured by this new multidimensional index would dismantle a critical mass of
deprivations, achieving much more than eradicating USD 1.25 income poverty alone.
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Economic growth is not enough to tackle poverty

Poverty has many dimensions. It is not just a question of money, but also of a complex
range of deprivations in areas such as work, health, nutrition, education, services, housing
and assets, among others. This view of poverty as “multidimensional” is today widely
supported by poor communities, as well as governments and development agencies.?

Those who have low incomes may not be poor in other ways
and vice versa: mismatches of 40% to 80% are common

As we have seen from the first two chapters in this report, one of the goals of the
international community has been to halve poverty as measured by USD 1.25 per day. The
assumption has been that doing so would automatically trigger a reduction in other kinds
of deprivation as well.

Unfortunately, evidence from many countries since the Millennium Development
Goals (MDG) were launched shows that while growth may contribute to poverty reduction,
it is not sufficient to eradicate the other dimensions of poverty (Box 3.1).

Box 3.1. Raising incomes is not enough to tackle poverty:
Evidence from the literature

In their prominent analysis of trends in the MDG goals, Bourguignon and colleagues
found “little or no correlation” between growth and the non-income MDGs (Bourguignon
et al., 2008; 2010).

“The correlation between growth in GDP per capita and improvements in non-income
MDGs is practically zero [...] [thereby confirming] the lack of a relationship between those
indicators and poverty reduction [...] This interesting finding suggests that economic
growth is not sufficient per se to generate progress in non-income MDGs. Sectoral policies
and other factors or circumstances presumably matter as much as growth.”

They also found hardly any correlation between income poverty reduction and changes
in under-five mortality, or between income poverty reduction and changes in primary
school completion rates and undernourishment (see also OECD, 2011).

Franco et al. (2002) found that 53% of income-poor children in India and 66% of income-
poor children in Peru were not malnourished. On the other hand, of children who were not
income poor, 53% in India and 21% in Peru were malnourished. In brief, income-poor
people are not necessarily malnourished, while non-income poor people are regularly
malnourished. Nolan and Marx (2009) observe a similar lack of association using European
data: “Both national and cross-country studies suggest that [...] low income alone is not
enough to predict who is experiencing different types of deprivation: poor housing,
neighbourhood deprivation, poor health and access to health services, and low education
are clearly related to low income but are distinct aspects of social exclusion.”
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As part of a research project co-hosted by the Oxford Poverty and Human Development
Initiative (OPHI) we have constructed an income poverty and multidimensional poverty
measure made up of several indicators of deprivation (described further below and see
Figure 3.1).3 We then identified the poor according to each measure using several poverty
lines. We found striking divergence between those defined as income poor and those
defined as multidimensionally poor. In Viet Nam, for example, if we look at the lowest 17%
of the population that is income poor at one point in time and do likewise for the
multidimensionally poor, we find only a 6% overlap; in other words, at the same point in
time only 6% of people are both income poor and multidimensionally poor. Mismatches of
40% to 80% between multidimensional and income poverty are common. The analysis also
showed that countries which fall in the same country income category can have quite
different levels of multidimensional poverty (Figure 3.1).

Figure 3.1. Incidence and intensity of multidimensional poverty
by income categories
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Source: S. Alkire, ] M. Roche and A. Sumner (2013), “Where Do the Multidimensionally Poor Live?”, OPHI Working Paper,
No. 61, Oxford Poverty and Human Development Initiative, University of Oxford, Oxford.
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Ending poverty must address its multiple dimensions

The evidence presented above highlights that ending USD 1.25 per day poverty is unlikely
to mean the end of the many overlapping disadvantages faced by poor people, including
malnutrition, poor sanitation, a lack of electricity or ramshackle schools (Alkire and Sumner,
2013). The MDGs identified in 2000 were multiple because each indicator had some ethical
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importance. Now, many years into the MDGs it has become clear that this ethical motivation is
backed up by an empirical necessity: associations - at least between indicators like income,
child mortality, malnutrition and education - are surprisingly variable. Hence, no one indicator
is a sufficiently accurate proxy for the multiple dimensions of poverty.

This is why a focus on ending poverty must address its multiple dimensions. But how
do we approach such a task effectively without becoming overwhelmed by a torrent of
information? I propose a three-pronged approach, using new data and new measures:

1. Add a new global multidimensional poverty indicator to the new goals that will replace
the MDGs when they expire in 2015.

2. Develop a survey that includes key global goals.

3. Report national multidimensional poverty indicators alongside the global multidimensional
poverty indicator.

A global indicator of multidimensional poverty already exists

An indicator already exists to measure deprivation in many types of poverty. Known as
the Multidimensional Poverty Index (MPI) and developed by OPHI and the United Nations
Development Programme (UNDP), this internationally comparable measure of multi-
dimensional poverty is based on ten indicators of education, health and standards of living
(Figure 3.2). A person is considered “multidimensionally poor” if they are deprived in one-
third of the weighted indicators. Since 2010, the MPI has been published every year by the
UNDP in its Human Development Report.

Figure 3.2. What is included in the Multidimensional Poverty Index?
Ten indicators
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Source: S. Alkire and M.E. Santos (2010), “Acute Multidimensional Poverty: A New Index for Developing Countries”,
OPHI Working Paper, No. 38, Oxford Poverty and Human Development Initiative, University of Oxford, Oxford.

For the new framework that will be developed to replace the MDGs when they expire
in 2015, the recent report by the High-Level Panel of Eminent Persons on the Post-2015
Development Agenda already envisages numerous goals and sub-goals at the global and
country levels, each with an accompanying bevy of indicators (Chapter 11; and HLP, 2013).
Adding a headline MPI (which we refer to here as the MPI 2.0) to the framework could provide
an eye-catching and intuitive overview measure of progress towards these goals,
complementing rather than replacing an income-poverty measure (Alkire and Sumner, 2013).
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About 1.65 billion people in the 104 countries covered by the global
MPI 2013 live in multidimensional poverty with acute deprivation

in health, education and standards of living; this exceeds the number
of people in those countries who live on USD 1.25 per day or less

The MPI 2.0 would be created with dimensions, indicators and cut-offs that reflect the
goals that are agreed for the post-2015 framework. The process of selecting the indicators
and cut-offs should be participatory, and the voices of the poor and marginalised should
drive decisions. By reporting national MPIs alongside the global MPI 2.0 (see below), this
global MPI 2.0 would also enable cross-national comparisons - thereby fostering learning
and exchange among countries — as well as some global tracking, much in the way that
income poverty measures now do.

The MPI 2.0 would supplement individual indicators, adding value by synthesising
policy-relevant information, displaying patterns of overlapping deprivations, and facilitating
a focus on the eradication of multidimensional poverty, which is more appropriate than a
focus on income poverty. For example, with income poverty measures we know who is poor
and that they are income poor; with an MPI we can see not only who is poor, but also how
they are poor - what combined disadvantages they experience (Figure 3.3).

Figure 3.3. Profiles of poverty: Similar MP], different composition
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Source: S. Alkire, ].M. Roche and A. Sumner (2013), “Where Do the Multidimensionally Poor Live?”, OPHI Working Paper,
No. 61, Oxford Poverty and Human Development Initiative, University of Oxford, Oxford.

Most of the added value of a global MPI 2.0 lies in the fact that it combines a user-friendly
headline indicator with a set of informative graphics and maps that reveal inequality within a
country. It would also generate rigorous and detailed profiles of the levels, extent and changes
in the composition of multidimensional poverty (Alkire and Sumner, 2013).
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We need a quick, powerful and participatory survey instrument

The next step would be to develop an internationally comparable survey instrument to
measure progress on the agreed global goals. This instrument should be short, powerful
and selective - taking 45-60 minutes to complete. The sample surveyed should be
representative of the key regions or social groups across which multidimensional poverty
is to be assessed. This proposed core module would not cover all the post-2015 goals for
several reasons: some indicators may require specialised surveys; some may not require
updating as frequently as others; some may be provided by community, administrative or
census data; and some complex indicators (e.g. detailed consumption and expenditure
information) may require more than one hour to collect on their own. Together with this
core global survey, each country that wishes to could develop and append a set of questions
(involving another 30-45 minutes to complete) reflecting national priorities as well as the
cultural, climate and development context. The national modules could include
participatory inputs on the characteristics and priorities of the poor in that country.

There are a number of reasons for keeping a core survey relatively brief and strong.
The most important is periodicity: the survey would be conducted in the field every two to
three years in order to update the key indicators in a timely way; an excessively long or
complex survey would be an obstacle. Also, because not all indicators will be equally
relevant in all national contexts, the core module must select indicators that are widely
applicable, leaving space for national adaptations.

The survey could be conducted using a variety of institutional arrangements for
different contexts. Some administrations may welcome the survey being conducted by an
outside institution to ensure data quality and frequency; others may wish to generate their
own data because they already have or wish to invest in statistical capacity.

Would such a survey be feasible? The global MPI currently used by UNDP draws on less
than 40 of the 625 or so questions that are present in an average demographic and health
survey (DHS). Once the data are cleaned, constructing a pre-designed MPI and its
associated analysis takes less than two weeks for a trained team to prepare, cross-check
and validate. In similar fashion, a strong MPI 2.0 could be built from new data based on key
post-2015 goals. There would, of course, be an initial cost of designing a global MPI 2.0 and
its associated programming tools, and in training people in its calculation, but subsequent
costs would be much lower.

The global index could be complemented with national and regional indices

Just as we have seen that the global USD 1.25 per day measure is used for national
policy in many individual countries (Chapters 1 and 2), a global MPI 2.0 may reflect only a
subset of the goals and priorities of many individual countries.

Twenty-two countries are developing their own national
multidimensional poverty measures

Increasingly, national governments are developing “official” multidimensional poverty
indices that either include or stand alongside monetary poverty measures — and which could
also complement a global MPI 2.0. For example, the governments of Bhutan, Colombia and
Mexico (Chapter 5, Local solution 1) each have official national multidimensional poverty
indices (national MPIs), whose dimensions and indicators, thresholds and weights are
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tailored to their specific national policy contexts. Other measures are in use at sub-
national levels — for example in the state of Minas Gerais in Brazil. A number of national
and subnational MPIs are also under development - for instance in El Salvador — and many
other countries are considering them for national use (such as Iraq and Malaysia). Indeed
a peer network comprising 22 countries plus regional associations who are considering or
actively pursuing national multidimensional poverty measures was launched in June 2013.
International support in the form of technical training could greatly contribute to the
development of national MPIs, as could sharing experiences among countries.

In a given country, low levels of deprivation on many indicators may be concentrated
in a small group - such as the Roma in Eastern Europe or a geographically remote
community - rather than spread out among the non-poor. National indicators do not
distinguish among these situations. An MPI measure does so very easily. Given the
disparate nature of inequality today, the analysis would need to include not only national
aggregates but also regional and group-based decompositions. This would include looking
at results at specific points in time, as well as trends across periods.

Conclusions

Ending poverty as measured by the MPI is a very sensible goal to have - perhaps even
more sensible than a “dashboard” of getting-to-zero indicators. Why? In terms of
“eradicating” multidimensional poverty indicators one by one, there are actually some
problems with the aim of getting to zero. For example, an activist may be voluntarily living
on “less than USD 1.25 per day” for the survey recall period (usually 7 or 30 days) out of
solidarity with others, but may not be consumption-poor otherwise. A self-made millionaire
may have never gone to school. A tragic road accident could have occurred, involving a
child’s death, yet that tragedy may not be associated with poverty. Or an indigenous or eco-
farming community may not have, or want, a finished floor because of their culture or
climate. Given circumstances such as these, deprivation levels could occur even in societies
that rightly assess that they have “got to zero” on core features of multidimensional poverty.
The non-poverty deprivations appear either because of tragic circumstances or
measurement error, or because internationally comparable indicators can never fully
capture the complexity of culture and circumstance. In contrast, getting to zero on the MPI
means that no person experiences a critical mass of deprivations. This leaves room for some
variation in single indicators across culture, climate and personal values.

Because of the lack of correlation between growth and improvements in areas such as
nutrition, child mortality, education or jobs, there is a growing emphasis on inclusive growth
by the OECD,> among many others. Only certain kinds of growth will get us to zero poverty in
the fuller sense. What is needed is growth that creates jobs (Chapter 4), coupled with
complementary social policies (Chapter 6), legal protections, and activities by civil society,
non-governmental organisations (NGOs) and the private sector (Dréze and Sen, 2011; 2013).

In conclusion, as many have argued, eradicating USD 1.25 income poverty would be a
step forward, but would not indicate a decisive finale to income poverty. If we were to
eradicate poverty as measured by a global MPI 2.0, we would have definitely dismantled a
critical mass of deprivations. For example, if the current global MPI were taken to zero in a
given country, it would mean that no people in that country were deprived in more than
one-third of the weighted indicators at the same time. This has indeed occurred: Slovenia
and the Slovak Republic, for example, have achieved zero poverty according to the global
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MPI (Alkire and Santos, 2010), although there are some people who may experience one or
another deprivation. The eradication of poverty based on a global MPI 2.0 would not only
be far more appropriate than considering indicators one by one - it would represent a solid
milestone, and one worthy of profound celebration.

Notes
1. I am grateful to John Hammock, Hildegard Lingnau and Simon Scott for comments on this chapter.

2. This is also reflected in the widely-held view that well-being is also multidimensional and requires
measurement approaches that portray its depth and composition holistically. See for example
OECD’s Better Life Initiative at www.oecdbetterlifeindex.org.

3. The study is called the Dynamic Comparison between Multidimensional Poverty and Monetary
Poverty. See www.ophi.org.uk/workshop-on-monetary-and-multidimensional-poverty-measures.

4. Referred to as the post-2015 framework.

5. The OECD Initiative on Inclusive Growth recently held a workshop which clarifies the current areas of
consensus and most central questions (see www.oecd.org/inclusive-growth/workshop.htm). Likewise,
the Asian Development Bank and many country governments have renewed their emphasis on
inclusive growth (see www.adb.org/themes/poverty/topics/inclusive-growth).
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PART I

Chapter 4

How do we get to zero on poverty
- and stay there?

by
Andrew Shepherd, Chronic Poverty Advisory Network, Overseas Development Institute,
London, United Kingdom?

Nearly half a billion people around the world are chronically poor. Chronically poor
people are trapped in extreme poverty, which persists for many years and even across
generations. Policy makers who really want to eliminate poverty for good need to design
policies that not only get people out of poverty and vulnerability, but that also stop
people slipping back into poverty, and that address the causes of chronic poverty. This
includes paying serious attention to the large share of chronically poor who live in fragile
states. Governments wishing to end chronic poverty need to offer social protection
policies that provide an income floor for the chronically poor —as for example
employment guarantees, social assistance schemes, conditional cash transfers,
pensions, child and disability allowances, etc. They also need to undergo a root-and-
branch re-orientation and reprioritisation of policies and programmes — especially in
agriculture, education, energy and employment. And they need to clearly distinguish
among policies to prevent impoverishment, help people escape poverty and address the
root causes of poverty. Establishing a target for each of these trajectories would help to
improve the quality of policies. What would such targets look like?

e Target 1: Increase and sustain escapes from poverty until extreme poverty is all but
eliminated.

e Target 2: Reduce impoverishment to zero.

e Target 3: Reform institutions and eliminate social (including gender) discrimination,
norms and inequalities that keep people poor.
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There are at the very least half a billion chronically poor people
in the world

.-.I.-I|1e post-2015 development framework will in all likelihood aspire to complete the job
which the Millennium Development Goals (MDGs) began - eradicating extreme poverty
and deprivation. Whether the new framework helps to make that noble objective possible
will depend on how many “distractions” it contains and how the poverty eradication goal
is framed. In most countries, getting to zero (or eradicating extreme poverty and
deprivation) will mean tackling chronic poverty (Box 4.1) as well as less persistent poverty.?

Box 4.1. Who are the chronically poor?

Chronic poverty is defined here as extreme poverty experienced over many years, a
lifetime, or perpetuated from generation to generation. In practice, this may be translated
as poverty experienced at two distinct points in time, separated by several years (Hulme
and Shepherd, 2003). Severe poverty (people living significantly below the extreme poverty
line) can be used as a proxy when measuring chronic poverty - this is necessary since the
panel data which allow analysis of poverty over time are not available for more than a few
countries. Severe poverty is usually less widely experienced than chronic poverty, but most
severely poor people are also chronically poor (McKay and Perge, 2011).

Chronic poverty is often multidimensional. In other words, people who suffer from
chronic poverty are poor not only in monetary terms, but also in many other dimensions
— though the degree and nature of multidimensionality vary significantly from country to
country (Apablaza and Yalonetzky, 2012; CPRC, 2004; Chapter 3).

The 2008-09 Chronic Poverty Report estimated (conservatively) that there were some 320-
443 million - almost half a billion - chronically poor people in the world based on an
income/consumption measure (CPRC, 2008). These figures have been challenged as being
too low (Nandy, 2008). It is possible that many more people are affected by severe
multidimensional — and therefore persistent — deprivation, or by deep exclusion,
discrimination, vulnerability and lack of assets. It can be expected that the proportion of the
poor who are just under the poverty line - and who therefore can escape relatively easily
from poverty, at least for a time — will decrease as the remaining poverty gets harder to
address (Chandy et al., 2013).

Chronic poverty is mainly found in South Asia and sub-Saharan Africa, mainly in low-
income and lower-middle-income countries. While the numbers are higher in South Asia,
the depth of poverty is greater in sub-Saharan Africa.

If the factors keeping people poor over long periods of time (or in chronic poverty) are
not explicitly addressed, there is no chance of getting to or near zero. Addressing chronic
poverty is part of tackling poverty as a whole, but it must be approached differently. It
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requires understanding how poverty dynamics work and how poverty is transferred
between generations. Studies of poverty dynamics provide information about how and
why people become poor, remain poor, or escape poverty (Baulch, 2012). People may escape
poverty or fall into poverty either temporarily or permanently. In this chapter, I describe
how public policies that assist permanent escape, prevent permanent and new
impoverishment, and address the factors leading to chronic poverty should be at the centre
of the post-2015 framework. Otherwise there is no scope to get to zero.

The roots of chronic poverty are usually political and institutional

We have the knowledge to tackle chronic poverty;
it is political courage that is lacking

People are not poor over long periods without good reason, nor do they want to remain
that way. Sometimes the environment - the economy, society, politics (and more rarely, the
physical environment) - is simply not conducive to escaping from poverty. This is the case,
for example, in situations of political instability (Chapter 16, Global approach 4), or where
there is low GDP per capita and slow economic growth. Sometimes the poorest face deep
structural barriers to overcoming their deprivation, with discrimination in the labour
market or the education system leading to social and political exclusion. Sometimes the
poor face challenging deficits in capabilities, such as education and skills, or in nutrition or
health (Sen, 1999), with little scope to address them.

There is, almost certainly, enough knowledge available now to seriously tackle chronic
poverty and modify poverty dynamics in many societies; knowledge is rarely the
constraint. To make this happen, however, policy makers must be prepared to borrow ideas
and experience from other societies, and to take some risks on behalf of the poorest. There
is, nonetheless, in any society “a framework of permissible thought” (Bird et al., 2004),
which restricts the easy discussion of certain ideas in public. This, in turn, limits the ideas
that political leaders are free or willing to explore. Researchers, journalists and activists
have an important job to do by challenging these frameworks so that currently
“unthinkable” courses of public and private action capable of addressing chronic poverty
can be openly debated. So for example, it may be “unthinkable” for policy makers in a
particular country to provide a social protection “floor” for consumption because this is
held to generate dependency and to be unaffordable. The evidence from countries in the
South shows that neither of these are true (Chapters 6 and 7). Politics — and the ways in
which institutions work — are usually at the heart of the problem of chronic poverty. Yet
because the chronically poor rarely organise themselves to put pressure on politicians or
the political system, there is often little political motivation for change. In low and lower-
middle-income countries, there may also be limited resources with which to pursue
redistributive strategies, although politics are usually a more serious obstacle. Prolonged
and increasingly global economic depression will not help this situation, but the political
space for progressive policies is determined less by levels of economic growth than by the
nature of political regimes in power. In fragile states, developing an inclusive political
settlement that provides a basis for social cohesion and long-term growth and prosperity
can be especially challenging (Chapter 16, Global approach 4).
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Policies should provide a permanent way out of poverty

Unless policies allow people to escape poverty
for good, we will only fleetingly get to zero

It can be argued that chronic poverty is just like poverty only more so — in which case
simply doing more of the same - “business-as-usual” policies - should get us to zero.
“Business as usual” in this context means the three legs of poverty reduction outlined in
the World Bank’s 1990 World Development Report: 1) macro-economic policies that prevent
inflation and generate economic growth; 2) policies that address basic human development
(health, water and sanitation, education); and 3) social protection. To this trilogy, the
2000 World Development Report added “empowerment”, admitting that social relations and
politics were important determinants of poverty reduction - and that empowerment is
especially important for the chronically poor, who tend to be relatively powerless
(Chapter 16, Global approach 5; and World Bank, 2000).

Today, however, the social protection and empowerment dimensions of this agenda
have only been fully addressed in the policies of a few countries (Shepherd and Scott, 2011;
Chapter 6). Not only do many governments fail to actively work to empower their people;
they may, in fact, do the opposite. Eradicating poverty will definitely entail raising the levels
of power held by the poorest people - in terms of bargaining power in labour and commodity
markets, power in the household and community, and power to get their issues addressed by
politicians. Some countries still do not accept the need for systemic, state-provided social
protection. And some, even middle-income countries, have not invested much of their
income in public education or health. So even these well-established agendas are by no
means fully implemented, and there is plenty of scope for improving business as usual.

Even if we were to redouble business-as-usual efforts, it would not suffice to eradicate
chronic poverty. So what else will it take? What is needed is a root-and-branch re-
orientation and re-prioritisation of policies and programmes. Tackling chronic poverty
requires leadership and committed policies under four headings: social protection, growth
that reaches the poorest, human development for the hard to reach, and transformative
social change. The Chronic Poverty Advisory Network has begun to produce a series of
policy guides for doing this, sector by sector, topic by topic, and for different categories of
countries (e.g. see Hossain et al., 2012; Lenhardt et al., 2012; Scott et al., 2013). Some of the
key points are outlined here.

Solid social protection

Systems of social protection, backed by national political commitment, are essential
(Chapter 6). This means strong investment in the kind of social protection that provides a
minimum income as part of a standing political settlement, rather than a temporary safety
net for the vulnerable (Barrientos and Nuno-Zarazua, 2011). Well-targeted social assistance
schemes can work well: examples include numerous cases of conditional cash transfers in
Latin America (see Box 6.1 in Chapter 6 for an example in Mexico) and combined pensions,
child and disability allowances in southern Africa (also in Chapter 6). What does not work
is the pilot-programme approach being tried with donor funding in so many of their
partner countries. Why? At best, such projects and programmes can only prepare the
ground. Systems, on the other hand, provide vulnerable people with the knowledge that
there will be a social floor this year, next year and in the future. This reassurance allows

54 DEVELOPMENT CO-OPERATION REPORT 2013 © OECD 2013



1.4. HOW DO WE GET TO ZERO ON POVERTY - AND STAY THERE?

vulnerable people to make greater investments in their children’s education, health and
nutrition, and in productive assets.

Better quality employment

There are groups of people in many societies — agricultural, construction and domestic
workers, for instance, and internal migrants - who experience persistently low wages and
unhealthy or even “unfree” working conditions, where they are tied to a particular employer
or labour contractor to pay off a debt (see Phillips, 2011). Casual and other forms of wage
labour - increasingly supplied by labour contractors — are often effectively excluded from
labour legislation. Many economists and ministries of finance are unwilling to promote
the formalisation of such informal employment - which is often insecure and exploitative —
because they fear this will undermine job creation. The result is that the worst forms of
wage labour are not avenues out of poverty, but simply survival options. At best, they can
help a household escape poverty, but only when combined with other economic activities
in a “portfolio”.

If employment is to play a more positive role in improving the lot of chronically poor
households, job quality needs to get on the policy agenda. And while legislation can set the
tone for a society, recognising the importance of informal professions and providing the
basis for trade union collective bargaining approaches, it may not have a significant impact
on wage levels or working conditions. This can be the role for employment guarantees that
extend social protection to the informal economy, by guaranteeing a minimum of work to
people who would otherwise struggle to find enough. India’s Mahatma Gandhi Rural
Employment Guarantee Act and Scheme is the premier example; Ethiopia’s Productive
Safety Nets Programme is an example of a temporary but large-scale programme from
which the country is learning how to establish a permanent system. However, these are the
only two functioning systems. The greater participation of foreign direct investment in an
economy and the international consumer pressure and media scrutiny that comes with
such investment could also be a powerful force for improvements in job quality (Scott
et al., forthcoming). If such consumer pressure were to be exercised by Southern
consumers, this would be an even more powerful force for change.

Productive assets

Rather than (or at least as well as) obsessing about crop productivity, there are other
areas on which agriculture ministries and agencies could focus to help poor farm households
build the asset bases - additional land, livestock and equipment - they need to escape
poverty permanently. For example, improving market functioning would allow greater
returns and add value by increasing competition, or improving regulation or how value
chains operate. Introducing agricultural labour into the agriculture policy agenda would
ensure that the growing numbers of landless households that gain all or most of their
incomes from wage labour get the best deal they can (Lenhardt et al., 2012). Much can also
be gained by helping landless households to get hold of non-land assets, such as livestock,
or farm equipment which they can rent to farmers, enabling them to participate in the
agricultural market economy in a self-employed capacity, not only as labourers.

Productive energy

Chronically poor people are less likely to have access to electricity than others, and more
likely to depend on biomass for cooking and other energy requirements. Access to electricity
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often goes hand in hand with escaping from poverty. It can provide the basis for non-farm
and more productive employment, allow children from poor households to perform better in
school because they can do more homework, and has a variety of other benefits. Providing a
light bulb or two will not change many lives for the better, however. Enabling chronically poor
households to be part of the energy revolution will involve reducing the upfront costs of
connection to the grid by allowing the poorest to pay the initial connection charges over long
periods, or be cross-subsidised by wealthier customers. Other essential steps include
extending the grid; or investing widely in off-grid decentralised and environmentally
sustainable power. At the same time, energy providers need to work with other development
agencies to enable the poorest households to acquire the equipment they need to render
access to energy productive, thereby reducing drudgery (Scott et al., 2013).

Education for longer

Development efforts have focused on getting enrolment rates up in primary education,
but it is when children can complete primary schooling and continue into post-primary
education (secondary school, technical/vocational training) that it makes the difference for
chronically poor households. Education is “portable capital”, critical for successful
migration and participation in the labour and other markets (Bird et al., 2010). The
education agenda needs to focus on post-primary education and its links to the labour
market (Hossain et al., 2012). Governments also need to expand pre-school arrangements,
especially for children from poor households, because there is abundant evidence that this
assists poor children’s performance at school. They also need to increase the effective
demand for education and address the barriers faced by the poorest households (by
improving its quality, and by providing cash transfers, school meals and scholarships).

There are additional important areas of policy that will require revision or strengthening:
for example, policies on health; in the legal sector; policies on marriage, inheritance and
gender equality (Chapter 16, Global approach 1); policies on the social economy, internally
displaced people and refugees. The Chronic Poverty Advisory Network is committed to
providing policy guidance on all such issues.

Far-sighted political leadership

There are 107 middle-income countries (MICs) in the world today - and as we have
seen in Chapter 1, these countries are home to a large proportion of today’s extremely poor.
Upper MICs have the resources to invest in the chronically poor - and many now have
political regimes that are determined to do so. There are three major models followed by
such regimes: the Latin American social-democratic redistributionist model (Brazil,
Ecuador and possibly Nicaragua can be grouped here); the East Asian elite-led growth and
education model (the People’s Republic of China, Korea, Chinese Taipei and Viet Nam); and
a populist “third way”, combining elements of both (Cape Verde since 1991, Thailand in
the 2000s, Tunisia pre-Arab Spring). The first two models require heavy political pre-
conditions (movement-based socialist or communist parties or a history of authoritarian
anti-communist politics), but can be very effective in addressing chronic poverty. Yet most
countries will probably have to go down the third route.

In all these models, far-sighted political leadership with a strong nation-building plan
are critical. Economic growth can be the Achilles heel of the redistributionist model. In the
elite-led growth and education model, investments in health services and social protection
have typically come late — in response to crisis, violence or the threat of it - rather than
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being built in from the beginning. In all three models, however, social and economic
structural transformations have been fundamental in addressing chronic poverty. Lower-
middle-income and low-income countries need to debate and decide which route they will
go down; the upper-middle-income countries, which have had limited success in
addressing chronic poverty, would also do well to learn from others’ success.

The post-2015 framework should have chronic poverty at its heart

Specific targets could put chronic poverty and vulnerability
at the core of the post-2015 framework

There is some concern that the enthusiasm for a global public goods approach
(Chapter 13) could result in a “Christmas tree” of goals and targets in the post-2015
framework, many of which may not be closely related to eradicating extreme poverty and
deprivation. Such an approach could divert attention from some of the core issues
mentioned above. The post-2015 framework needs to focus on goals and targets that will
very directly help to achieve poverty eradication as the overriding goal, rather than
struggling to construct a single framework for developmental and environmental issues; in
such a monolithic framework, poverty eradication could get lost. On the other hand, a
poverty-focused framework can - of course - include global public goods? where relevant.

Equality as a goal

It would be extremely helpful to have a goal of reducing income inequality (Chapter 1)
or at least a set of indicators of inequality across the various goals. This would draw attention
to the fortunes of the poorest people. The Gini Index is the best known and most popular
measure of income inequality, but does not particularly draw attention to progress for the
poorest (Cobham and Sumner, 2013). The Palma Index is an improvement, by focusing on
the position of the poorest 40% compared to the richest 10%. In many societies, however,
the people who are ranked in the bottom 40% include many more than those considered to
be in extreme poverty, and this will increasingly be the case beyond 2015. This is why the
Chronic Poverty Advisory Network is proposing a “median measure” of inequality, which
would compare the bottom 5%, 10% and 20% with the middle of the distribution (Lenhardt
and Shepherd, 2013). The advantage of this measure is that it would enable a policy maker
to set a realistic objective of bringing the poorest up towards the median level (and not just
for income: it can also be used for health, education, etc.). This makes the comparison
much more policy-relevant than the Gini or the Palma. Such objectives can be achieved
within 15 or 20 years.

Getting widespread commitment to ending inequality will, however, be a huge political
challenge. The UN’s consultation on inequalities? is laying the intellectual groundwork, but
significant international and national political groundwork will also be needed if enough
countries are to get to grips with inequality. A strong Inequalities Alliance, bringing together
countries that are active in containing inequality and entities that are working to tackle the
issue (non-governmental organisations [NGOs], UN agencies), could help motivate other
countries and development communities to take inequality on board more fully.
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An assortment of poverty lines

The world has been very focused on a USD 1.25 per day definition of extreme poverty,
but it also needs to focus attention on what happens above as well as below that level.
Whatever the merits of this poverty line methodologically (Chapter 2; and Anand et al,,
2010), if the post-2015 framework is concerned with getting people out of poverty
permanently, and avoiding re-impoverishment, it needs to focus on USD 2 and USD 4 per day
levels of income as well. Otherwise, there is the risk that once a household escapes USD 1.25
per day poverty it enters a policy no-man’s land. For example, the rationale for providing
social protection has been to bring the poorest people nearer to crossing the poverty line.
Once people cross the poverty line, their entitlements to such services may cease. On the
other hand, economically focused programmes - such as micro-finance and value-chain
development — have largely benefited those above the poverty line. The people most
vulnerable to exploitation and unfree labour may not only be in the extreme poverty bracket,
and therefore could be missed by poverty-reduction strategies and social protection aimed at
the USD 1.25 per day poor, making them more vulnerable to exploitation. Only eight upper-
middle-income countries - Brazil, Chile, Costa Rica, Dominican Republic, Iran, Jordan,
Thailand and Tunisia — have reduced USD 1.25 and USD 2 per day poverty at the same time.

Targets for getting to, and staying at, zero

Policy makers who really want to eliminate poverty for good need not only to design
policies that get people out of poverty and vulnerability, but also those that stop people
slipping into poverty, and those that address the causes of chronic poverty. However the
policies for each of these are not necessarily the same. There is a huge amount of mobility
around poverty lines: statements such as “31% of people are extremely poor” can be due to
many different combinations of chronic poverty, escaping poverty and impoverishment.
Although it is now possible to measure this mobility in a few countries, better policy
making requires that governments and other stakeholders have much better information
about — and causal analysis of - these poverty dynamics.

Establishing a target for each of these policy goals would not only help to improve the
quality of policies; it would also generate a long overdue demand for new investment in the
longitudinal household survey data necessary to track the progress households make over
time. Box 4.2 provides an idea of what the new poverty dynamics goal and targets could
look like. While this schema needs further elaboration and assessment, it suggests a new
approach that puts chronic poverty and vulnerability at the core of the framework. This is
essential as the numbers of households just under the extreme poverty line will diminish
as time goes on, making it harder to get people over the poverty line (Chandy et al., 2013).

The exciting thing about adopting such goals and targets in the new framework is that
it means looking at policy and data in a new and much more sophisticated, but feasible,
way. This dynamic perspective could also be applied to other dimensions of deprivation in
the post-2015 framework for which thresholds can be established (as described in
Chapter 3). For example, in education, the thresholds could be completion of primary
education, or completion of nine or ten years of education.

In order to monitor the achievement of these targets, panel surveys in all countries
could measure progress in a number of these different dimensions over time. From this
one could also construct a Multidimensional Poverty Index if required. Countries would
need to establish a baseline against which to track poverty dynamics, and could also track
households escaping multi-dimensional poverty or entering it, if desired. They can do so by

DEVELOPMENT CO-OPERATION REPORT 2013 © OECD 2013



1.4. HOW DO WE GET TO ZERO ON POVERTY - AND STAY THERE?

Box 4.2. A poverty eradication goal
expressed as new poverty dynamics targets
® Target 1: Increase and sustain escapes from income poverty until extreme poverty is all but
eliminated (countries to set own targets to reach zero by 2030).

e Target 2: Reduce impoverishment (people becoming poor) to zero (this implies protection against
economic, climatic and other environmental shocks as well as idiosyncratic shocks and stresses
which can impoverish people).

e Target 3: Reform institutions, eliminate discrimination (including based on gender) and other
social norms and intersecting inequalities that keep people poor. This target will require countries
to develop their own specific reforms.

Figure 4.1. A dynamic post-2015 goal: Eradicate extreme poverty

Target 1B: Improve the quality of
escapes from absolute poverty

Target 1A: Promote escape from Target 2: Stop descent into absolute
absolute poverty poverty

Extreme Poverty Line

Target 3: Tackle chronic poverty: extend social protection to the poorest, reform
institutions, eliminate social discriminition and challenge norms which maintain people
in poverty

Note: Target 1 should be combined with Target 2 for each country, since some countries need to do more of 1
and less of 2, and vice versa.

developing a panel in or around 2015 to track households originally surveyed up to ten
years previously® (given the global recession the choice of base year will be critical). They
will then need to commit to regular surveys to monitor trends in poverty dynamics. The
World Bank’s Living Standards Measurement Surveys® could be adapted to this end. These
changes in data collection are financially achievable: bringing a country up to speed with a
panel data baseline, or any other major survey, by around 2015 might cost USD 200 000 on
average, depending on the size of the country; for all developing countries the total would
be well under USD 100 million.

Redress global inequities, strengthen local voices

Clearly, such targets are more ambitious for many of the sub-Saharan African countries
than they are for some others. An element of global income redistribution (see Box 4.3) as
well as national policy development and socio-economic transformation will be required to
speed up current progress. The level of development assistance needed by each country
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Box 4.3. The rich must consume less, and the poor more

Chronic poverty brings the issue of sustainability right to the top of the agenda, since
there are clearly planetary boundaries at stake. It is critical that rich countries and people
reduce their consumption to make room for the growing numbers of poor people, and that
poor countries increase theirs, in a process of consumption convergence. The discussion
about reducing consumption in rich countries, and increasingly among elites and upper
middle classes in emerging countries, is an aspect of the debate about inequality which is
still to be properly aired among global and national leaders.

The effort to cross-fertilise the post-2015 framework with sustainable development goals
is an excellent aspiration (Chapter 11). Unfortunately, until the leaders and political
classes of rich and emerging economies can persuade their populations to begin to reduce
consumption, making the necessary investments in green growth* (OECD, 2011), reduced
energy consumption, and alternative/greener forms of manufacturing, construction,
energy and food production, this will remain merely an aspiration.

* Green growth means fostering economic growth and development, while ensuring that natural assets

continue to provide the resources and environmental services on which our well-being relies. It focuses on
the synergies and trade-offs between the environmental and economic pillars of sustainable development.

can be gauged based on how much additional effort will be required to accelerate current
trends. Changes in international policies on economic vulnerability, such as insuring
against trade shocks and on climate change, will also be required as these do not currently
protect the poorest countries.

Furthermore, a post-2015 agreement cannot provide a guide to what to do in each and
every country, how best to combine and sequence policies, or how to address context-
specific issues that keep people poor: discrimination, exclusion, social norms, etc. To
transform these and other critical aspects of social, economic and political relationships,
progressive political movements and solid relationships between state and civil society
will be critical. Civil society organisations need to be able to press governments on difficult
issues, run public campaigns and work at the grassroots to change impoverishing social
norms and practices. These organisations also have a crucial role to play, as do local
governments, in experimenting with new approaches.

Conclusions

Tackling chronic poverty means not only providing the social protection that brings
the poorest up near the poverty line, but also moving beyond social protection to a root-
and-branch re-appraisal of how each sector can contribute. Indiscriminate economic
growth, human development, empowerment and social protection will not be enough:
economic growth needs to benefit the poorest; the hardest to reach need to be included in
human development progress; empowerment strategies need to address the systematic
discrimination and exclusion that in certain situations keep people poor over long periods
of time; and social protection needs to be systemic. Evidence from middle-income
countries that have successfully tackled chronic poverty suggests that social and economic
structural transformation is helpful, but still not the whole story.

Addressing poverty in fragile states is a key to getting to zero. Here, as elsewhere,
primacy must be given to national-level action. Politics are critical - and democracy is not
the only route, although it is generally helpful in the long term. The post-2015 framework
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cannot impose political settlements, but it can suggest the reduction of vulnerability, the
inclusion of the most marginalised, and the achievement of greater equality — including for
poor and vulnerable women. All of these are necessary to eradicate poverty, but are also
fundamental building blocks for sustained peace, social cohesion and economic growth.
The new framework can also provide benchmarks to be achieved in these areas.

Notes

1. Thanks to Amanda Lenhardt, Amdissa Teshome, Bob Baulch, Felix Tete, Karori Singh, Lucia Dacorta,
Lucy Scott, Nicola Phillips, Prakash Karn and Tim Mahoney for comments on the draft of this
chapter. The responsibility is of course entirely mine.

2. Even if “zero” is defined as not quite zero - for example, the World Bank is proposing it should be
defined as 3% of the population in the case of income poverty (Kim, 2013; Ravallion, 2012).

3. Global public goods are qualities that potentially affect anyone, anywhere, such as a stable climate,
or freedom from infectious disease.

4. This joint civil society/UN consultation, co-led by UNICEF and UN Women with support from the
governments of Denmark and Ghana, is an open and inclusive conversation for civil society,
academia, governments and the UN to discuss what the post-2015 development agenda should
look like. See www.worldwewant2015.org/inequalities.

5. A new survey in 2015 would at least partly select its sample from a previous survey, to create an
instant “panel” of households surveyed across two points in time, from which measures of rates of
escape, impoverishment and chronic poverty could be derived.

6. See http://go.worldbank.org/IPLXWMCN]JO.
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PART I

Chapter 5

Local solutions for measuring poverty
in Bangladesh, Guatemala, Indonesia,
Mexico and Uganda

The previous four chapters in this DCR have offered a rich theoretical palette of
ways of improving the definition and measurement of poverty, in its many forms. In
this chapter, practitioners and policy makers from Africa, Asia and Latin America
share practical examples of how some of these ideas have been put into practice.
They have helped to identify the vulnerable across a range of poverty dimensions in
Mexico; pin down and tackle specific deprivations through participatory approaches
in Indonesia; and gauge women’s empowerment — from the women’s point of view —
in Bangladesh, Guatemala and Uganda.
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Local solution 1. Mexico measures the many facets of poverty'

Gonzalo Herndndez Licona, National Council for the Evaluation of Social Policy
(CONEVAL), Mexico

It would be difficult for a doctor to get a good diagnosis by just measuring the patient’s
blood pressure. The same is true with social problems, including poverty: if, for simplicity’s
sake, we use only one indicator - such as income — we risk getting a misleading picture of
a country’s social illness.

For this reason, the Mexican Law of Social Development, 2004 created the National
Council for the Evaluation of Social Development Policy (CONEVAL) with two important
mandates: to measure poverty from multiple viewpoints, and to evaluate social programmes
and policies. This law stipulates that poverty measurement should:

e create a clear link between social programmes and poverty in order to guide public policy
decisions;

@ be defined within the context of social rights and well-being;

e include measures of income, education (gaps), access to health services, access to social
security, quality of living spaces, housing, access to basic services, access to food and
degree of social cohesion.

The methodological challenge in developing this multidimensional measurement of
poverty was huge. How did we work it out? We first mapped the national population’s
social rights (such as access to health services or social security): those not deprived of
access to any social right versus those deprived of at least one social right. Then we
mapped the population based on income: those with enough income to meet all basic
needs versus those without enough income resources using a poverty line which we call
the Economic Well-Being Line (EWL; see Figure 5.1).

Figure 5.1. Poverty measurement using Mexico’s multidimensional index
Poverty measurement using Mexico’s multidimensional index

Income (Economic Well-being Line)

No deprivations
Vulnerable by social deprivations and adequate
income

EWL

Vulnerable
by income

6 5 4 3 2 1 0
Social rights
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This mapping allowed us to identify the “multidimensional poor”: those people whose
income is less than the value of a food and non-food basket and who are deprived of at least
one social right (see bottom left-hand sector of Figure 5.1). But identifying poor people is not
enough. This figure also reveals vulnerable households. These include those with relatively
high income, but which suffer from at least one social deprivation. An example would be a
self-employed person earning USD 3 500 a month for the whole family but who does not
have the right to access health services or social security. This person is vulnerable in terms
of social rights. Others may be vulnerable because although they are not deprived of any
social rights, their income may be very low and they might be deprived of their social rights
in the future. The methodology also identifies people with income above the income
threshold and who are not deprived of any social right (see top right-hand sector of
Figure 5.1) - the desired state for Mexico’s social development and public policy.

A self-employed person earning USD 3 500 a month for the whole
family but who does not have the right to access health services
or social security is vulnerable in terms of social rights

This multidimensional way of measuring social problems can guide public policy not
only to reduce poverty, but also to reduce vulnerability through better economic and social
policy. It also helps to sort out a number of methodological issues, in particular the
problems of weights and thresholds. Since all social rights are equally important, for
instance, the weight is the same for all social dimensions. We also use the thresholds
specified by Mexican regulations, such as the minimum educational level of secondary
school as specified by the Constitution.

Local solution 2. Indonesia applies global goals to local targets

Kuntoro Mangkusubroto, Presidential Working Unit for Supervision
and Management of Development, Indonesia

The Millennium Development Goals (MDGs) reached iconic status, inspiring and
catalysing development. They have inspired governments to create policies, and communities
to embark on programmes and activities that improve people’s well-being. When these
programmes are implemented on the ground, the MDGs do make a difference.

On the reporting and aggregation level, however, the story is significantly less rosy.
Goals and targets are too generically defined and their achievement measured by numbers
that are insufficiently broken down into categories. The consequence is that targets may
not fit local needs, and the stories told in the reports bear little relation to reality. Let’s take
poverty reduction as an example. The definition only addresses incomes, limiting its
ability to portray the real, multidimensional poverty picture. And the lack of disaggregation
in its reporting blinds us to any inequity that happened in its achievement (Chapter 3).

Poverty happens at the individual and community level. And it comes in different
forms. In some communities it bites hardest in the form of deprivation of access to water,
in others it is a lack of other basic services, while income may be the core issue in still
others. One needs to define poverty in forms that fit the people and community who
experience it, and find the right solutions to empower them to leave poverty behind. And
as the problems and solutions differ from place to place, reporting needs to be sufficiently
disaggregated to make it a meaningful portrayal of progress, or lack of progress.
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One needs to define poverty in forms that fit the people
and community who experience it

In addition to providing conditional and unconditional cash transfers to the poorest of
the poor, Indonesia has tried to address this issue by asking the community themselves what
they need. The National Programme for Community Empowerment (Program Nasional
Pemberdayaan Mandiri or PNPM) sends facilitators to live in communities for an extended
period to understand and gain their trust. Together they plan a solution to the most serious
deprivation they face. It may be access to water, or to build a small bridge to enable access to
other services, or to develop a micro hydropower plant for electricity. The PNPM is now
perhaps the largest of its kind in the world. Assisted by the World Bank and individual
countries’ development assistance programmes, the PNPM could be an important starting
point for a global poverty eradication scheme. The fact that it is defined and implemented at
the grassroots level, with active participation by the community, helps ensure it is relevant.

What would be needed to scale up such an approach? Well-prepared facilitators with
good understanding of how multidimensional poverty works are key. Continuous
strengthening is needed both in implementation and for reporting, particularly in aggregating
results to a national, and later international level. The aggregating and reporting part will not
be easy, as it means dealing with the complexity of diversity at face value. But it will give a
truer picture of what needs to be addressed and how, and action can be immediate. All this
while improving the capacity and preserving the dignity of communities, a key asset for
moving further forward in development.

With the right adjustment to fit other countries’ conditions, PNPM could become a
model for at least a part of an agenda to eradicate poverty in all its forms. The report of the
High-Level Panel of Eminent Persons for the Post-2015 Development Agenda has captured
some of these ideas in its extensive consultation process, and spelled them out boldly
(Chapter 11). It is now time to shape such an approach and prepare whatever is needed to
turn it into workable programmes.

Local solution 3. An index tells stories about women’s empowerment

The Women’s Empowerment in Agriculture Index? is an innovative tool that measures
the empowerment and inclusion of women in the agriculture sector in an effort to identify
ways to overcome the obstacles that hinder their engagement and equality. Using data
collected by interviewing men and women in the same households, the index reflects the
percentage of women who are empowered in five domains of empowerment (5DE):
decisions about agricultural production; decision-making power about productive
resources; control of use of income; leadership in the community; and time allocation.
According to the index, a woman is empowered if she has “adequate” achievements in four
of these five domains.

This case study describes three women — Naju, Peace and Maria — who score highly on
the empowerment index (see Figure 5.2). They come from different continents but their
paths are similar: at least a few years of schooling and the drive to keep their children in
school. Two of them are single mothers, while one has a husband who is willing to share
decisions on agricultural matters.
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Figure 5.2. A comparison of Naju, Peace and Maria’s empowerment scores
Peace’s empowerment score Maria’s empowerment score [ZA Naju’s empowerment score
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Note: The textured areas indicated the domains in which each woman'’s empowerment is shown by the index to be
adequate. A woman is considered empowered if she has adequate achievements in four of the five domains.

Naju, Bangladesh. Naju lives in the village of Amtoli with her only daughter. Naju
divorced her husband because he first left her to take another wife, and then mistreated
her when he returned. For the past 12 years, she has grown rice and almonds on her own
land, and has also ventured into fish cultivation. She produces sufficient rice to meet her
household’s needs and sells both almonds and fish at the market. She feels that paddy
cultivation is her most important agricultural activity and land her most important asset.

Naju makes all agricultural decisions independently. She feels that women who work in
agriculture and make decisions are powerful and thinks that people in her community also
see her as powerful. She sees disempowerment arising from relationships between men and
women within the household, specifically husbands not listening to or co-operating with
their wives (IFPRI, 2012a).

Peace, Uganda. Peace lives in the Kole District of northern Uganda where she farms
two gardens to provide for her four children. Peace dropped out of school at the age of 11
because her family could no longer afford her schooling. After her husband’s death, she
decided against remarriage because she did not want to increase the size of her family.

For Peace, providing a solid education for her children is a big priority and she focuses
her agricultural choices on this. She chooses crops that she describes as “very good at
bringing enough income to help us survive”. She would like to purchase goats to help pay
for her children’s education and as a form of savings. Peace feels that her most valuable
household asset is farmland. As a single parent, she owns all of her household’s assets,
which is very important to her since this guarantees her rights. Peace describes an
empowered individual as someone who can “sustain herself, stand on her own. Such a
person should be one who can plan for himself, one with vision” (IFPRI, 2012b).
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Empowerment is an individual’s ability to make decisions

Maria, Guatemala. Maria lives with her husband and four children in the highlands of
the Quetzaltenango District. In sharp contrast to most women in her village, she attended
university and now, like her husband, works as a secondary school teacher. Fifteen years
ago, Maria began to participate in community agriculture projects focused on vegetable
cultivation but stopped to go back to school. “My husband told me that I should continue
my studies”, Maria explains. Her greatest goal is for her son to complete a university
education. She values education highly and feels disappointed because one of her
daughters dropped her studies to get married. To provide for household consumption,
Maria and her family grow maize and keep small livestock. Her husband does most of the
household’s agricultural work — although the couple shares the task of caring for their four
pigs. Maria and Victor discuss and share all agricultural decisions as well as all decisions
regarding assets, credit and expenditures.

Maria defines empowerment as an individual’s ability to make decisions. Unlike some
of the women in her community, who are disempowered by their husbands, Maria has felt
empowered and is proud of her university degree. Victor mirrors these sentiments,
describing his wife as a “beautiful and hardworking woman who understands and supports
me” (IFPRI, 2012c).

Notes

1. In preparing this measurement, CONEVAL gained important insights from numerous poverty experts.
From David Gordon, Professor of Social Justice of the University of Bristol, we got the idea of mapping
all people with different levels of necessities in the same chart. James Foster, Professor of Economics
and International Affairs at George Washington University, United States and Sabina Alkire, Director of
the Oxford Poverty and Human Development Initiative enriched our methodology by including
measures of intensity of poverty in the deprivation space. Our thanks go to all of them.

2. The index is based on the Oxford Poverty and Human Development Initiative method for measuring
multidimensional poverty described in Chapter 3. It was developed in close collaboration with the
United States Agency for International Development (USAID) and the International Food Policy
Research Institute (IFPRI).
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Chapter 6

How are countries using social
protection to benefit the poor?

by
Michael Samson, Director of Research, Economic Policy Research Institute,
Cape Town, South Africa

A decade ago, the notion that social protection would promote economic growth was
sometimes dismissed as fantasy. Yet today the World Bank describes social
protection as investment, and economists around the world are building credible
evidence that rigorously links social protection to economic growth. This chapter
looks at the role of social protection in countries ranging from Bangladesh to Zambia
that have made dramatic advances in reducing poverty in all its facets. It outlines
what social protection encompasses, focusing on three areas of innovation:
universal rights-based approaches; designing social protection so that it triggers
broader development; and holistic policy frameworks that integrate social protection
into national development plans. It describes mounting evidence of how social
protection promotes skills development and productive investments, strengthens
households’ capacity to take productive risks, boosts livelihoods and employment,
increases national economic resilience, builds social cohesion and allows the poor to
reap the benefits of economic reforms.




I1.6. HOW ARE COUNTRIES USING SOCIAL PROTECTION TO BENEFIT THE POOR?

W’xat do Nepal, Rwanda, Ghana, Tanzania, Bangladesh, Bolivia, Cambodia, Uganda and
Lesotho have in common? They have all managed to reduce poverty in all its dimensions
significantly over the past decade (Alkire and Roche, 2013)! and as a group made above-
average progress towards achieving the Millennium Development Goals (CDG 2013).2 One
of the ways in which they have done so is by using social protection to contribute to
economic growth. Social protection refers to a wide range of policies designed to prevent,
manage and overcome situations that negatively affect people’s well-being. To be more
precise, it includes policies and programmes that aim to reduce poverty and make people
less vulnerable to unemployment, social exclusion, sickness, disability and old age by
helping them to manage these risks and shocks.

In Africa alone, the number of cash transfer programmes increased
from 25 in 9 countries to 245 in 41 countries between 2000 and 2009

Over the past decade, countries of the South have increasingly recognised the
importance of social protection for ensuring that development reaches all members of
society, especially the poor (OECD, 2009). A growing number and range of programmes
- such as cash transfers (direct payments by the government to the poorest sectors of
society) and health insurance - have been implemented around the world. In Africa alone,
the number of cash transfer programmes increased ten-fold between 2000 and 2009
- from 25 in 9 countries to 245 in 41 countries (Garcia and Moore, 2012).

This chapter draws lessons from the nine top-performing countries identified by the
Alkire and Roche study, as well as experiences from seven other countries that provide
particularly interesting insights into the development impacts of social protection.? It
focuses in on three major areas of innovation: universal rights-based approaches;
designing social protection so that it triggers broader development; and holistic national
policy frameworks that integrate social protection into their national development plans.

A universal approach to reaching the poor

Over the past decade there has been a marked tendency in many Southern countries
to move away from policies that attempt to target poverty — in other words, to identify who
and where the poor are and design policies specifically to reach and benefit them - to more
universal approaches based on concepts of human rights. This is one of the most
important innovations in recent social protection policy and is a reaction to the problem of
how to find and target the poor. While most social protection programmes do include
administrative mechanisms for reaching the poor, increasingly policy makers recognise
the high costs associated with poverty targeting, and are aware of the important trade-offs.
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Bolivia’s universal pension and child benefit programmes contributed
to a 15% decline in extreme poverty between 2007 and 2009

By way of example, in 2000 South Africa found that only 10% of poor children eligible
for the Child Support Grant were receiving it. Why? A study in one of the poorest districts
found that only 5% of caregivers were able to navigate the bureaucratic hurdles to
successfully qualify for the grant. Today, this error has been reduced by relaxing the testing
system and placing greater emphasis on the grant as a right guaranteed by the country’s
Constitution (Samson et al., 2013).

South Africa has not been alone in making such adjustments. In March 2013, India
expanded the coverage of its pension programme to ensure more universal delivery.# In the
same month, Mexico introduced a new pension scheme expanding coverage to all people
aged 65 years and older (US Social Security Administration, 2013). Rwanda has also made
universal coverage by the health insurance scheme a top priority, valuing the national
solidarity the programme fosters as much as the direct impact of improved health.” In
Nepal, when a study identified families with very young children as the nation’s poorest
(Samson, 2008), the government implemented a benefit for all households with young
children in the country’s poorest districts. In this conflict-affected country, the high cost of
excluding some young children from such a benefit was found to outweigh, particularly in
terms of social cohesion and solidarity, the savings from targeting (Samson et al., 2013). In
Bolivia, a universal pension scheme - Renta Dignidad — and a child benefit programme
- Bono Juancito Pinto - contributed to a 15% decline in extreme poverty between 2007
and 2009 despite the global financial crisis (Gonzales, 2011; McCord, 2009).

Not all countries, however, have embraced the move towards universal rights-based
approaches. Many policy makers continue to perceive poverty targeting as a design feature
that will improve cost-effectiveness and enable them to better reach the poor. International
studies, however, contradict this intuitive assumption, finding that the high costs of
targeting often outweigh the uncertain benefits, particularly when considering the interests
of the excluded poorest (Mkwandawire, 2005; Coady et al., 2004; Devereux et al., 2013).

Important pilots around the world are seeking to strengthen the evidence base. Examples
include Kenya’s Hunger Safety Net Programme (Samson et al., 2013) and Indonesia’s
sequencing experience in evaluating complementary targeting approaches (Alatas et al,,
2010). Zambia held a series of consultative evaluations before deciding to shift its Social Cash
Transfer programme from an intensive poverty targeting scheme towards more universal
coverage - including child benefits and pensions.” Recent studies by the World Bank and
others have identified country conditions that make categorical targeting approaches
relatively more effective and efficient in reaching poor households (Acosta et al., 2011,
Samson, 2012b). Around the developing world, the growing awareness of the challenges of
targeting is opening the door to more universal social protection programmes, which are
more effective than targeted schemes in their design and implementation.

DEVELOPMENT CO-OPERATION REPORT 2013 © OECD 2013 73



I1.6. HOW ARE COUNTRIES USING SOCIAL PROTECTION TO BENEFIT THE POOR?

Social protection can trigger broader development

South Africa’s social grants reduced the country’s food poverty gap by 65%

74

The first generation of social protection programmes focused on poverty reduction.
South Africa’s social grants, for example, reduced the country’s food poverty gap by 65%
(Samson et al., 2013). Many programmes in Latin America aim to break the pattern of
perpetuation of poverty from one generation to the next. Mexico’s Oportunidades
programme (Box 6.1) and Brazil’s Bolsa Familia (Chapter 7) have substantially reduced
poverty while building people’s skills. The same is true for other cash transfer programmes
around the world (Arnold, 2011; Samson et al., 2013).

Box 6.1. The Mexican Oportunidades Programme

Mexico began structural reforms in the 1990s to increase economic growth and employment.
Many of those in extreme poverty, however, were not able to benefit from these reforms
because of low levels of schooling, nutrition and health. In order to break this poverty
cycle, the Oportunidades Programme was created in 1997 (under the name Progressa). It
aimed to improve the basic capacity of children living in extreme poverty, enabling them
to benefit from economic growth and future employment opportunities. The programme
did so by giving mothers cash on the condition that they made sure their children had
basic schooling and periodic health screenings (the grant for girls was higher than for boys
to overcome cultural gender biases).

Oportunidades had several positive impacts in poor rural areas:

® Education: more children attended school for longer, and with higher academic
achievement; the educational gap between girls and boys was also reduced (both for
indigenous and non-indigenous children).

e Health: the incidence of illness — especially diarrhoea - among children was reduced,;
the use of contraceptives by women also increased, as did the use of health services by
poor people in general.

e Nutrition: the nutritional status of children was improved in terms of weight, height and
anaemia.

Nonetheless, the programme also faced several problems. Because poor families in Mexico
- and especially the indigenous population - receive lower quality health and educational
services, the health status of the indigenous children did not improve at the same pace as
others; anaemia, reduced height and maternal mortality are continuing problems for these
children. Furthermore, evaluations show that the impact in urban areas has been negligible.

The pace of poverty reduction in Mexico has also been slow; in fact, poverty increased in
the country on the whole between 2006 and 2010. Oportunidades’ cash transfers helped to
alleviate income poverty among its target families, but the main driver for the reduction of
poverty in Mexico is still linked to employment and income from labour. This indicates
that programmes such as Oportunidades need to be implemented in tandem with better
programmes or strategies for job creation and economic growth. In this way, poor children
in rural and urban areas are more likely to overcome the obstacles they face in trying to
build healthier and better futures.

Source: Contributed by Gonzalo Hernandez Licona, Executive Secretary, National Council for the Evaluation of
Social Policy (CONEVAL).
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The next generation of social protection programmes exemplifies how challenges
such as those outlined in Box 6.1 have been overcome by moving beyond income and
incentives to design social protection policies that contribute to overall development. This
is the second major innovation in social protection. Among countries of the South,
Bangladesh has taken a lead in this approach. Government schemes like the Rural
Employment Opportunities for Productive Assets,® as well as non-governmental programmes
such as BRAC’s” Challenging the Frontiers of Poverty Reduction (CFPR) and the Chars
Livelihood Programme (Box 6.2),1° have shown how social protection instruments can give
the boost households need to escape the poverty trap. Often the immediate income gains

Box 6.2. Tackling vulnerability in Bangladesh:
The Chars Livelihood Programme

The Chars of north-western Bangladesh - riverine islands created and destroyed by floods
and erosion - provide a precarious home for some of the country’s poorest people. Near-
annual monsoon floods deposit fertile silt that supports the agriculture on which the
majority of residents depend. The floods and associated erosion, however, can also leave
families homeless and contribute to disease and lack of employment; they often force Char
dwellers to migrate, rendering them even more vulnerable. It is estimated that Char
households relocate between five and seven times each generation. One of the main
objectives of the Chars Livelihood Programme (CLP) is to reduce vulnerabilities to external
shocks such as floods. By providing an integrated package of support, the CLP targets the
greatest challenges faced by Char dwellers.

The CLP recognises that women in the Chars are more vulnerable than men in a number of
ways. By placing women at the centre of its interventions, the CLP seeks to reduce their
vulnerability in two key ways. First, the transfer of assets to women builds their negotiating
power, both within the household and in the community. Second, the programme attempts
to change damaging gender attitudes through its social development activities.

Take the example of Nurun Nahar, a 23 year-old pregnant woman. Nurun and her husband
Sohel used to be extremely poor. She had no land, work opportunities were limited, food was
hard to find and she lacked access to basic services. Joining the CLP has radically changed
her life. With the CLP’s support, the base of Nurun’s house was raised in 2011, keeping her
family and her assets safe all year round. As part of the CLP’s social development training,
Nurun has also learned how to keep her family safe from disease. Her well - made from a
piece of tubing — has been fitted with a concrete platform and she also has a sanitary latrine
which she shares with her neighbours. “I understand the importance of clean water and
sanitation and the positive impact they have on health” she explains.

By accumulating income generating assets using the CLP asset transfer grant, Nurun has
begun to develop a more sustainable livelihood. When her pregnant cow gives birth she
plans to sell the milk produced, for example. “Before, I felt vulnerable”, says Nurun. “I did
not have any land and my husband did not work. I was used to only eating twice a day and
drinking water from the river.”

The remoteness of these islands makes it difficult for the government to provide basic
services, especially schools and health care. The CLP is lobbying the government and
relevant agencies to bring essential services to the Chars. With this support, Nurun will
receive care during and after her pregnancy. “I am confident that I will give birth to a
healthy child”, she says.

Source: Adapted from: The Chars Livelihoods Programme website, www.clp-bangladesh.org/newsdetails.php?id=62
(accessed 20 June 2013).
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are small, but other important impacts include continuous and sustained improvement
across many areas, including in people’s attitudes and economic opportunities.

Figure 6.1 illustrates continuing increases in a multiple indicator index of developmental
outcomes?? for three groups of participants in the BRAC’s CFPR programme from 2007
to 2009. Beneficiary groups consistently improved outcomes year after year across a range
of areas, including food security, livelihoods diversity, productive assets, human capital
and others. Even after BRAC’s provision of developmental benefits ended, programme
participants increased their productive assets, improved their livelihoods and strengthened
their households’ social development (measured through education, health and gender
empowerment indicators) and economic opportunities (Das and Misha, 2010; Akhter et al.,
2009; Samson, 2012a). The increases in the developmental index year after year for each of
the 2007 and 2008 groups highlight the sustainability of the programme’s impact. The
increases over time across groups reflect improvements in the programme’s design and
implementation as time goes on.

Figure 6.1. Dynamic deepening of development impact:
BRAC’s Challenging the Frontiers of Poverty Reduction Programme
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Source: Samson, M. (2012a), “Exit or Developmental Impact? The Role of ‘Graduation’ in Social Protection Programs”,
Research Report commissioned by the Australian Agency for International Development (AusAID), AusAid, Canberra.
StatLink %= http://dx.doi.org/10.1787/888932895691

How can the lessons from these kinds of programmes be taken elsewhere? The Ford
Foundation and Consultative Group to Assist the Poor (CGAP) are working on ten pilots in
Ethiopia, Ghana, Haiti, Honduras, India, Pakistan, Peru and Yemen to do just this. This
global effort aims to understand how various forms of support and development initiatives
- e.g. support for food consumption, savings plans, skills training and microfinance — can
be sequenced to enable people to “graduate” out of extreme poverty, adapting a
methodology developed by BRAC in Bangladesh. The initial results of this Graduation
Program are encouraging, including a 50% decline in food insecurity in Haiti, and a 25%
increase in food consumption in India; other outcomes include more diverse incomes,
higher savings and improved health (CGAP-Ford Foundation, 2012).

The government of South Africa, also with Ford Foundation support, is implementing a
similar pilot in two provinces to address the challenges of high HIV prevalence,
unemployment, an under-resourced education system and the legacy of apartheid. The pilot
adopts an evidence-building approach which combines a robust evaluation methodology
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with a dynamic flexible design, integrating financial inclusion, education and career
development initiatives with South Africa’s successful social protection programmes to
strengthen economic opportunities for the country’s youth (Samson, 2011).

These second generation social protection programmes tackle the complex drivers of
chronic poverty in order to trigger and accelerate development - creating a virtuous cycle
that enables poor people to lift themselves to more sustaining livelihoods, build assets and
access economic opportunities. The challenges vary from country to country, however, and
to adapt these approaches to each context requires complex evaluation and a better
evidence base than single-country studies can provide. Development partners are
supporting global networks that share experiences and build capacity through exchanges
of experience and knowledge among partner countries, with promising initial results. More
rapid progress demands better integrated cross-country evaluation frameworks that can
effectively identify the strategies with the greatest impact.

Making development planning more holistic

A national co-ordinating mechanism integrating social protection
improves impact and value for money

The third innovation reflects the changing policy environment for social protection. More
and more ministries in charge of socio-economic planning are integrating comprehensive
social protection into national development plans. This holistic approach recognises that
policies to promote livelihoods and inclusive economic growth and development yield the
greatest impact when co-ordinated within a broader planning framework.

In Ghana, for instance, the Livelihoods Empowerment Against Poverty (LEAP) programme
integrates social health insurance with cash transfers. Mozambique’s new cash transfer
instrument links diverse ministries to promote livelihoods by “considering broader macro-
economic areas for social investments [and] raise overall living standards (such as in
agriculture, food security and employment-generating activities)” (UNICEF Mozambique,
2012). Countries as diverse as Bangladesh, Brazil, Cambodia, Indonesia, Nepal, Rwanda,
South Africa, Tanzania and Uganda are, in varying ways, employing the development
planning approach to improve cross-cutting social and economic impacts (Samson, 20123;
Samson et al., 2013).

Within this framework, governments balance national policies and spending to
maximise the linkages between social protection and other development sectors. This
involves strengthening relationships within government, and between government and
other partners, in an on-going process of policy co-ordination that embeds social protection
within broader social and economic policy planning. Figure 6.2, adapted from Uganda’s
successful approach to integrating social protection within its development planning
process, illustrates the process.

The framework defines “inputs” as government policies, programmes and instruments
that enable the achievement of national policy objectives (“outputs”), emphasising the
importance of linkages within and between sectors. For example, the shaded box depicts a
potential area for intra-sectoral linkages. In the social protection sector, when cash transfers
finance otherwise destitute households’ contributions for social health insurance, these two
areas are mutually reinforcing, protecting household members from catastrophic health
shocks for which social cash transfers are inadequate. Social protection instruments can also
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Figure 6.2. The development planning approach to social protection
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improve the impact of other policy sectors and vice versa, for instance by promoting
inclusive economic growth (Figure 6.2).

A national co-ordinating mechanism that plans, prioritises and integrates social protection
policies and practices improves impact and value for money by maximising the likelihood of
achieving critical policy objectives while minimising the associated risks and costs.

Conclusions

Only a decade ago, the notion that social protection would promote economic growth
was sometimes dismissed as fantasy, as it contradicted the conventional wisdom of a
trade-off between equity and growth.'? Today, the World Bank describes social protection
as investment,’® and economists around the world are building credible evidence that
rigorously links economic growth to social protection (OECD, 2009). Others have
corroborated this view: social protection promotes human capital and other productive
investment, strengthens households’ capacity to take productive risks, boosts livelihoods
and employment, increases national economic resilience, and builds social cohesion and
opportunities for economic reforms that benefit the poor.

Social protection is not a discretionary option for governments, but rather an essential
element of a policy framework to effectively tackle poverty and promote inclusive growth.
Evidence from countries that have successfully achieved the Millennium Development
Goals demonstrates that rights-based approaches reach poor households more effectively
while minimising administrative, social, political and particularly economic costs,
enabling social protection to generate maximum growth and development.

In addition, social protection programmes that are based on evidence of what works
can effectively draw from global lessons of success while carefully rooting programmes
within the country’s specific context. This focus not only sustains poverty reduction but
also strengthens growth processes at the local level.
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At a national policy level, planning social protection policies and instruments within a

cross-cutting development framework maximises linkages, enabling such programmes to
reach beyond their core objectives of tackling poverty, vulnerability and social exclusion to
strengthen other development sectors. This is how social protection can stimulate the kind
of inclusive growth required for ending poverty (Chapter 1).

Notes

1

. These nine countries were identified in a study by the Oxford Poverty and Human Development

Initiative (OPHI), listed here in the order of absolute change according to the Multidimensional
Poverty Index (MPI — see Chapter 3). The Economic Policy Research Institute (EPRI) and the author
have worked in all nine of these countries supporting relevant social protection programmes.
However, neither the EPRI nor the author was involved in the Oxford study.

. The Center for Global Development has constructed performance indicators for all developing

countries and ranked progress towards MDG achievement. Bangladesh, Bolivia, Cambodia, Ghana,
Nepal and Uganda all rank among the top 20 low-income countries in terms of overall progress.

3. Brazil, India, Kenya, Mexico, Mozambique, South Africa and Zambia.

. Minister for Rural Development Jairam Ramesh, speech outside of parliament on 7 March 2013,

reported by The Hindu newspaper, 8 March 2013, see www.thehindu.com.

. From a speech made by Rwandan Prime Minister Bernard Makuza (2008), at the International

Social Security Association (ISSA) Regional Social Security Forum for Africa, 18-20 November,
Kigali (ISSA, 2008).

. For example, the World Bank has estimated that an increase of four percentage points in Mexico’s

poverty rate from 2008 to 2010 can be attributed to the global financial crisis (Habib et al., 2010).

. See Samson et al. (2013) for a review of studies documenting evidence of social protection’s growth

impacts in Zambia since 2008.

8. Supported by the UNDP.

9. BRAC started in rural Bangladesh as a small-scale relief and rehabilitation project called the

10.
11.

12.

13.

Bangladesh Rehabilitation Assistance Committee; this name was later changed to Bangladesh
Rural Advancement Committee. Since then, BRAC has expanded across the country into rural as
well as urban areas, and has also recently expanded to other countries in Asia and Africa. With
this, the name of the organisation has been changed to BRAC, which is no longer an acronym.

Both supported financially by AusAID and DFID.

Including socio-economic indicators related to food security, robustness and diversification of
livelihoods, access to quality housing, water and sanitation, savings, school attendance for
children, etc.

For example, international economists criticised evidence of the economic growth impact of
South Africa’s system of social cash transfers at a conference organised by the government of
South Africa’s Committee of Inquiry for Comprehensive Social Security held in Cape Town in 2000
(“Towards a Sustainable and Comprehensive Social Security System”). Specifically, the evidence that
cash transfers had a greater impact on reducing liquidity constraints to labour market participation
and strengthening risk management barriers to investment in job search contradicted the
conventional wisdom that reducing the personal costs of unemployment would undermine
incentives to work and create dependency.

“Social protection is a powerful way to fight poverty and promote growth.” First key message in the
World Bank’s Africa Social Protection Strategy 2012-22 (World Bank, 2012).
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PART II

Chapter 7

What are the politics of poverty?

by
Luiz Indcio Lula da Silva, President of Brazil 2003-11

Brazil has experienced a quiet revolution in recent years. Between 2001 and 2011,
GDP per capita increased by 29% and the poorest 20% of people saw their income
grow seven times as fast as the top 20%. Brazil also reduced by half the number of
people living in poverty — in half the time expected. In this chapter, the man at the
helm of this remarkable transformation — Luiz Indcio Lula da Silva - explains how
this was enabled by a democratic decision to put social policy at the heart of the
country’s development strategy. The flagship Bolsa Familia (Family Stipend)
programme transferred cash to low-income households in exchange for enrolling
children in school and ensuring reqular medical check-ups and vaccinations
(conditional cash transfers). The programme has benefitted an entire generation by
helping to break the vicious circle of poverty. The country is now focusing on the last
bastion of poverty - the extreme poor — through the strategy called Brazil
Without Extreme Poverty Plan. Brazil’s move to reshape its development shows
how aligning social and economic policies, transferring cash to poor families (97% to
women) and offering public services to those who most need them can have multiple
benefits, but that courage and determination are required in choosing such a path.




I.7. 'WHAT ARE THE POLITICS OF POVERTY?

Flor centuries, the Brazilian State handled the process of development through a “top-
down” approach. Priority was historically given to satisfying the requirements of the
owners of mills and plantations, and of the industrial and financial elites.

After the ratification of the Constitution in 1988, social policies designed to improve
the lives of the less privileged segments of the population began to take shape. At the first
sign of threats to the economy, however, these policies - essential for the construction of a
truly democratic nation — were rejected in the quest for economic stability.

Over the past decade, Brazil finally placed social policy at the centre of its development
strategy. This was a democratic choice, ratified and endorsed at the voting booth. It was the
choice for a political project that, instead of separating people, joined them together in the
effort to achieve growth coupled with income distribution and social inclusion.

Brazil’s new era has been shaped by social policy

The results of Brazil’s move to reshape its development through social policy show us
that when social and economic policies are aligned, the positive impact in each of these
areas is multiplied. GDP per capita increased by 29% between 2001 and 2011. The corresponding
increase in earnings was shared by all, in contrast to the historical tradition. In fact, the
20% of people in the lower income brackets showed the greatest rate of increase in income:
seven times that of the top 20%.

Over the same period, 19 million jobs were created in the formal sector and the
minimum wage increased by 72% in real terms. Infant mortality fell by 40%, life expectancy
increased by 3.2 years and education levels increased. Overall, the Gini coefficient® fell
from 0.553 to 0.500 and in 2008 Brazil achieved its goal of reducing by half the number of
people living in poverty - the primary objective of the Millennium Development Goals
proposed by the United Nations - in half the time expected.

Mothers know better than anyone how to use funds for the benefit
of the entire family, and especially the children

This transformation was only possible because Brazil used a new model for
development - one that focused on social policy.? One of the landmarks of this new era was
the Bolsa Familia (“Family Stipend”) programme, which in 2013 marked its tenth anniversary.
Bolsa Familia’s conditional cash transfers have proved to be fundamental in achieving the
poverty reduction observed over recent years.

Bolsa Familia was Brazil’s first major social-policy incursion to focus on the reality of
poverty. The paradigm shift it implied required an unusual measure of courage and political
will. Although Brazil’s Constitution had already included poverty eradication among its basic
fundamentals, the tendency to blame the poor for being poor was still deeply rooted in
society, generating strong opposition to the programme in its first few years.
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A huge operational challenge

To this enormous political challenge was added the operational challenge of finding
the families that would participate in the programme, registering them, transferring
income to them and monitoring progress. To give help where it was needed, the federal
government had to improve the structure of its social assistance networks and those of
the municipalities.

The Bolsa Familia programme developed a format that is highly dependent on the
federal government for its orchestration. To register families, for example, an existing
tool was expanded and improved to produce the Single Registry for Social Programmes;
today this registry is used for a series of policies to benefit low-income groups. The
federal government transfers income directly to the beneficiaries using magnetic cards
that are issued by a federal public bank with a very large distribution network - over
5 570 municipalities. Women hold 97% of these cards because research has shown that
mothers know better than anyone how to use funds for the benefit of the entire family,
and especially the children. Finally, to provide services and monitor these families, three
systems were mobilised: the education system, which monitors the frequency of school
attendance by children and young people in the programme; the health care system,
which monitors inoculations and the children’s nutrition as well as prenatal care for
expectant mothers; and the social assistance system, which focuses on low-income and
highly vulnerable families.

Success not only in numbers

None of this was easy to accomplish. Yet in 2013, after more than ten years of
constantly improving its transfer and management mechanisms, the programme
provides benefits to no less than 14 million families, bringing dignity to the lives of
50 million Brazilians. Today, Bolsa Familia has the approval of the majority of the
population, in contrast to the strong opposition it faced in its first few years. Critical
comments are now generally focused on the need to strengthen the programme,
principally by increasing the amount of benefits transferred.

The Bolsa Familia programme has brought dignity to the lives
of 50 million Brazilians

How did this come about? Over time it became clear that the impact of Bolsa Familia
extends far beyond providing immediate relief from poverty through a fixed complement
to family income: it provides, in addition, a contribution to economic growth. The Brazilian
Instituto de Pesquisa Econémica Aplicada (Institute of Applied Economic Research, IPEA) has
noted that every Real (BRL) invested in the programme increases GDP by BRL 1.44.

Itis also clear that Bolsa Familia has benefitted an entire generation by helping - through
education - to break the vicious circle of poverty. The 16 million children and adolescents
whose school attendance is monitored by the programme show lower rates of truancy and
are performing at a level equal to the average student in the public school system, despite
their impoverished economic condition. This will lead to a future for these children far
different from the situation of exclusion suffered by their parents and grandparents.
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The “Brazil Without Poverty Plan” tackles the core of extreme poverty

While Brazil has made important gains on its pathway towards inclusive
development, the further the country advances along this path the more difficult further
progress becomes. This is because Brazil is finally approaching the hard core of extreme
poverty — those who are lacking in everything. Limited access to infrastructure and public
services, low levels of education, precarious relationships with the world of work, minimal
and unstable income, and little or no knowledge of their civil rights are some of the
characteristics that combine to keep these people in poverty. Left to themselves, they do
not have the necessary tools to break this perverse cycle, nor do they possess useful skills
to offer the market. Only government action can provide these people and families with a
chance to take advantage of the opportunities that Brazil has to offer.

Fortunately, the path that Brazil has followed since 2003 - and the tools it has
developed - are helping to take it to the next level and deal with this sector of the population.
One such tool is the Brazil Without Extreme Poverty Plan (BSM), organised around two concepts:

1. Actively search out the poor. In general, the hard-core poor do not have the means to
demand their rights from public authorities. The state, therefore, must actively search to
find the families that live in extreme poverty, record them in the Registry For Social
Programmes and include them in a series of activities and programmes - for instance for
cash transfer and professional training - in order to improve their immediate situation
and increase their future prospects.

2. Direct public service supply to the poorest areas. The BSM programme inverts the
previously reigning logic of investment — directed in large measure to areas already well
served - to encourage the expansion of programmes that target areas with little or no
infrastructure. This is where the vulnerable families in extreme poverty are found. To
begin with, a poverty map is created using constantly input information from the Single
Registry programme. This then supports the re-targeting of investment. For example, the
full-time education programme gives priority to expansion in regions where the incidence
of poverty is highest and where schools have the largest numbers of students enrolled in
the Bolsa Familia programme. Health and public assistance programmes are also extended
to the municipalities and locations with the highest incidence of extreme poverty.

Recent changes to Bolsa Familia have enabled 22 million people
to escape from extreme poverty

This review of service supply to direct it where it is most needed will now go even
further, because it is not enough to direct services to the poorest areas. Achieving the goal of
overcoming extreme poverty makes it necessary to break with many other paradigms. For
example, poor — and extremely poor — micro-entrepreneurs have no knowledge of financial
services, nor do they feel comfortable in a banking environment. The professionals who
provide services to them need to be trained to serve their public; they must be prepared to
meet their needs with redoubled patience and care, and with an understanding of the
difficulties they face.

This is not to negate the need for universal availability of services. The question is
where to begin expansion to achieve this universal access. The answer, in Brazil’s
experience, is to start with the poor, the most vulnerable, with those who have so much
more to lose from any delay. For the first time, we are finally putting public service at the
disposal of those who most need it.
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The extreme poverty line adopted by Brazil Without Extreme Poverty took into account
the international parameter established by the United Nation’s Millennium Development
Goals, of 1.25 dollar PPP per person a day, which, when the plan was launched in June 2011,
represented about BRL 70 per person per month. This amount was already Bolsa Familia’s
parameter for extreme poverty. Given that poverty is a multidimensional phenomenon, the
use of a multidimensional line was considered. A monetary line, however, loses very little
compared to a multidimensional one in terms of reflecting all types of destitution, and
gains a lot in terms of simplicity and transparency. Besides, the policy itself was designed
through a multidimensional approach.

Over the past two years the government of Brazil has improved Bolsa Familia, adjusting
the amounts and changing the logic of its benefits - especially those directed toward
children. One of the cruellest faces of inequality in Brazil is the heavy concentration of
poverty in Brazilians less than 16 years old. Data from the 2010 census show that the
incidence of extreme poverty in this age group was four times greater than that observed
among people over 60; this last group benefits from a consolidated social protection network
- for instance both retirement and pension plans are already available to them. Since the
initiation of the Brazil Without Poverty Plan in 2011, the changes introduced by Bolsa Familia
have enabled 22 million people to escape from extreme poverty — all of the people receiving
benefits through the programme. The incidence of extreme poverty has declined in all age
groups and the income abyss that separated the young from the old no longer exists.

Brazil is ensuring productive opportunities for all Brazilians

The slogan of President Dilma Rousseff’s government is: “The end of poverty is just the
beginning.” This slogan reflects a commitment to confronting poverty in all its dimensions.
We have overcome the first hurdle - the income dimension - and we are expanding
services. The Brazil Without Extreme Poverty Plan aims to see the country filled with
productive opportunities for all Brazilians. One of the most important initiatives in this
sense is the National Programme for Access to Technical Education and Employment
(Pronatec) being carried out by the Ministry of Education in partnership with the Ministry
of Social Development. The programme offers free professional training courses, lasting a
minimum of 160 hours, for citizens 16 years and older, focused on those in the Single
Registry for Social Programmes.

Assistance for the labour force is provided principally by the National Employment
System (SINE), which guides workers to employment openings provided by companies.
Those who prefer to work autonomously are encouraged to register in the Brazil Without
Poverty Plan as individual micro-businesses, enabling the Brazilian Small and Micro
Businesses Support Service (Sebrae) to co-ordinate their participation in a programme that
offers technical and managerial assistance. These workers also have access to programmes
for productive microcredit provided by public federal banks (the Crescer programme).
Those who work collectively can seek support from the Brazil Without Poverty Plan for
purposes of organisation, production, commercialisation and access to credit.

Conclusions

The quiet revolution that has been taking place in Brazil over recent years is the result
of a persistent democratic choice by the people for a project that places social policy at the
core of the strategy for development. The Bolsa Familia programme and the Brazil Without
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Extreme Poverty Plan are reflections of the Brazilian government’s political will, courage and
technical ability to carry out this project.

What is taking place in Brazil is not trivial. The structural changes required to put these
programmes in place encounter resistance at every turn from those who were previously the
focus of the development model. Centuries of policies founded on aristocratic bases and
subordinate to oligarchic interests cannot be erased in a single decade. But it is now clear
that we are not going to give up the guarantee of social sustainability for economic growth if
this demands that we turn our backs on a significant portion of the population. That is a
thing of the past. Brazil now recognises that its greatest resource is its people, and that the
government has to act for all of them.

The rising lower classes, on the other hand, are now generating new demands and
claiming new rights. This was reflected by the hundreds of thousands of protesters who
took to the streets of Brazil in June 2013. They value the achievements of the past decade,
but want more. They have access to higher education and now they want skilled jobs to
enable them to put into practice what they have learnt in universities. They have come to
rely on public services that were not available before and now they want to improve the
quality of those services. Millions of Brazilians can now buy a car for the first time and can
also travel by plane. The counterpart to that, however, should be decent and efficient public
transportation to facilitate urban mobility and make life in the big cities less painful and
stressful.

The spirit of Brazilian society today can be summed up in the words of composer
Luiz Gonzaga Junior: “If what is achieved has great value, there is even greater value in
what is to come”.

Notes

1. The Gini coefficient is commonly used as a measure of inequality of income or wealth, where a
coefficient of one means maximum inequality, and zero means total equality.

2. Chapter 6 contains a detailed discussion of social protection policies.
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Chapter 8

What can Africa learn
from China’s agricultural miracle?

by
Xiaoyun Li, Research Center for International Development,
China Agricultural University, Beijing

Although many sub-Saharan African countries have seen notable economic growth
recently, this has not always translated into good poverty reduction rates. This
chapter shows how China’s dramatic poverty reduction was largely driven by
growth in smallholder farming, teasing out possible lessons for Africa. The Chinese
experience underlines the importance of focusing on effective agricultural growth as
a means of poverty reduction in countries where most people live in rural areas, as
is the case in many African countries. The author cautions, however, against
encouraging poor people to move off the land and out of agriculture before they have
increased their incomes, as this can trap them in poverty. Instead, policies should
promote high growth in agricultural productivity — particularly in basic food crops —
coupled with diversification to enable the large farming population to generate a
surplus, offer lower food prices for consumers and reduce the costs of industrial and
service-sector development. The growing agricultural sector provides raw
materials, capital and markets for manufacturing and other sectors that stimulate
broader economic development and growth in off-farm employment; this, in turn,
helps absorb surplus labour from agriculture. The challenge for Africa will be to
avoid some of the negative by-products of the Chinese experience, which include
environmental damage and growing inequity between rural and urban areas.




11.8. WHAT CAN AFRICA LEARN FROM CHINA’S AGRICULTURAL MIRACLE?

“The importance of the pattern of growth to China’s progress against poverty
carries a lesson for Africa. When so much of a country’s poverty is found in its
rural areas it is not surprising that agricultural growth plays an important role in
poverty reduction.” (Ravallion, 2009)

Following decades of relative economic stagnation, sub-Saharan Africa has experienced
notable economic growth over recent years. With an average growth rate close to 6%
between 2001 and 2008, the continent has weathered the impact of the global and financial
crisis quite well (AfDB et al., 2011). Between 2002 and 2012, six of the world’s ten fastest-
growing economies were in sub-Saharan Africa. Over the next five years, it is likely to become
a new growth pole that will energise the ailing global economy. In other words, economic
growth rates in the average sub-Saharan African economy will outpace those of its Asian
counterparts (The Economist, 2011; UNECA and African Union Commission, 2012; AfDB, 2012).

Nevertheless, despite some findings that African poverty has been falling steadily
since 1995 (Pinkovskiy, 2010), the continent’s overall performance in poverty reduction has
really been rather disappointing. The share of the poor has decreased only marginally - from
51.5% in 1981 to 47.5% in 2008 — while the number of poor people, measured as those living
on less than USD 1.25 per day, has increased substantially - from 204.9 million in 1981 to
386 million in 2008 (Devarajan, 2013). This disconnect between growth and poverty reduction
suggests that the continent’s development pattern, which has historically failed the poor,
has not changed for the better with current globalisation processes. Sub-Saharan Africa still
faces the challenge of achieving a virtuous circle of growth and poverty reduction, and of
ensuring that poor people are the ultimate beneficiaries of economic growth.

The number of people living on less than USD 1.25 per day in Africa
increased from 204.9 million in 1981 to 386 million in 2008

In comparison, China’s high economic growth over the past three decades has been
coupled with remarkable poverty reduction. From 1978 to 2008, the country’s economy grew
at an average 9.8% annually, while its poverty incidence dropped from 63% in 1979 to less
than 10% in 2008 (Wang, 2008). While care must be taken in drawing lessons for sub-Saharan
Africa from China’s success in tackling poverty (Ravallion, 2009), China’s experiences of
economic transformation and poverty reduction have attracted much interest from African
countries and the international development community, for example within the China-DAC
Study Group (CDSG, 2011). This chapter highlights key aspects of China’s success in growth
and poverty reduction, drawing lessons that could be relevant to Africa.

China’s poverty reduction is agriculture-led

In the period spanning 1978 to 1985, China experienced the highest economic growth
rate of its reform era - an average 9.9% every year - and the highest agricultural growth - at
7.7% a year on average (Figure 8.1; Song, 2008). This short period also witnessed about 50%
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Figure 8.1. Growth, agriculture and poverty in China, 1978-2010
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Source: Author’s calculations based on NBS (National Bureau of Statistics) (2011), Poverty Monitoring Report of Rural
China, China Statistics Press.
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of the country’s rural poverty reduction (using China’s own national poverty line). Two-
thirds of China’s impressive national decline in the number of people living under USD 1
per day occurred between 1981 and 1987, with an astonishing 40% taking place in just the
first three years of that period (Chen and Ravallion, 2007). Growth in the agricultural sector
contributed significantly to China’s GDP growth (35%) between 1978 and 2008 (Li, 2013),
while the poverty elasticity of China’s agricultural growth* during the 1990s was -2.7, and
remained at -1.5 from 2000 to 2008 (Li, 2010).

In China from 1978 to 2008, agriculture’s contribution to poverty
reduction was around four times that of all manufacturing services

The contribution of China’s agricultural growth to poverty reduction over the 30-year
period from 1978 to 2008 is estimated to be four times that of all manufacturing services
combined (Ravallion and Chen, 2007; Ravallion, 2009). This suggests that China’s
significant poverty reduction was primarily the result of agriculture-led economic growth.
This can be explained by the labour-intensive nature of that agriculture: the rapid growth
of the sector significantly absorbed unskilled labour.

This is not to negate the contribution of industry to overall economic growth.
Nonetheless, a substantial part of China’s industrial growth had its origins in the capital,
labour and raw materials that the growing agricultural sector provided for rural enterprises.
The contribution of rural enterprises to total industrial production value expanded from less
than 9.1% in 1979 to 20% in 1985, while total industrial production value increased from
RMB 219.2 billion in 1980 to RMB 386.7 billion in 1985 (Huang, 2008).

* The rate at which poverty reduced relative to the rate of growth in agriculture. An elasticity of -2.7
would mean that for each 1% growth in agriculture, poverty reduced by 2.7%.
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During China’s rapid economic growth, agricultural growth was broad-based but
driven by different sub-sectors, which had diverse effects on poverty reduction. Food crop
production was central in linking growth with poverty reduction. Between 1978 and 1985,
rice production grew at a rate of 4.5% and wheat by 8.2% a year; together these were the
primary drivers of China’s increase in food crop production (Li, 2013). The growth of wheat
and rice had major implications for household income, as both were widely grown by the
rural poor. It is important to note that the food crop production increases were driven
mainly by productivity increases and not by area expansion.

Cash crop production also increased, with cotton and oil seed growing annually at
11.4% and 20.3% respectively (Li, 2013). Although this increase had an impact on poverty in
certain areas, it was limited by these crops’ narrow geographical distribution. During this
period, fruit production also grew annually by 10%. While this was more widely distributed
across the country, the benefits were mainly accrued by the wealthier farmers.

By 2005, 200 million off-farm jobs had been created in China,
providing 46% of the income of rural households

Agriculture’s poverty-reduction impact in China was reinforced by a structural
transformation, first within agriculture and then in the wider economy. Between 1978
and 1984 - with rapid increases in production of food crops, cash crops and livestock -
agriculture shifted from a concentration on food crops to more diversified production,
including cash crops and livestock. As a result, although the value of food crop production in
itself was rising, it dropped as a share of total agricultural production — from 80% in 1978 to 69%
in 1985; the value of livestock increased from 15% to 22% over the same period (Li, 2013). From
1985 onward, rural enterprises and off-farm employment became increasingly important
engines of growth. By 2005, 200 million off-farm jobs had been created, providing 40% of the
employment in rural areas and 46% of the income of rural households (Song, 2008).

A striking feature in China’s poverty reduction is that the largest and fastest inroads
were achieved at an early stage in the transformation of the Chinese economy. Two-thirds of
China’s poverty reduction in the 24 years between 1981 and 2004 happened in the first 7 years
and 40% in the first 3 years. The increasing productivity and profitability of smallholder
agricultural production drove rapid growth in the incomes of rural households, breaking the
back of poverty and providing the capital, labour, raw materials and demand to kick-start
growth in the non-agricultural sector.

This broad-based growth pattern would appear to confirm the importance of focusing
on effective agricultural growth as a means of poverty reduction in countries where the
rural population is dominant, as is the case both in China and in many African countries.
This has also been seen in countries such as Viet Nam (Chapter 10, Local solution 6), and to
some extent, Indonesia (OECD/FAOQ, 2010).

What China’s experience does is to challenge the widely held notion that growth and
economic transformation in poor countries automatically result in poverty reduction.
Instead it suggests a more complex causality, where poverty reduction is a precondition for
sustained economic development and transformation. We could describe this as poverty-
reduction driven growth.

Key policies were investment, market reform and a focus on smallholders

What factors combined to create and drive China’s interlinked growth and poverty
reduction?
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Land reform, education and infrastructure were the building blocks

China’s remarkable economic growth, agricultural development and poverty reduction
from 1978 onward are strongly associated with previous investments in a number of sectors
that are critical to poverty reduction. For instance, in 1978 China’s primary and middle school
enrolment rate was 95.9%, up from 20% in 1949. The proportion of irrigated planted area was
16.3% in 1949 and had already risen to 49% in 1980, close to the current 50% (Li, 2013). Land
redistribution — which started with land reform in 