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Income inequality and poverty are important political issues in all 

countries. However, these issues become particularly sensitive in 

multiracial socivties, especially if income levels differ (or appear to 

(lifter) considera ly amiong ethnic groups. In Ma laysia, perceived 

ecomii imbalanuces amoog eLhnic gronps and di:2satisfact ion with 

govnrmient t',,licies attempting to reduice them jet to violent and 

prjlongd racv riots in May 1969. The gover'nmnrt. responded Lo the 

ethnic' viol nce by enunciating a "New Economic Plicy" (NEP), whose main 

object ives were "eradicat ing poverty irrespectiwy of race and 

restruturinr society to eliminate the identitiiation of race with 

('rorllollu n urr'' ot 1976, 2). This ethnicluti (t;)vpriiierlt Malaysi a, p. 

viol eri ind the Ij liu-i ,s prescribed in reslonris, to it have generated 

inivreas',d intrest iinducimi nting ethnic ineqtualities in Malaysia, 

ilderstniingiL thir cases , and evaluating progress toward the NEIP goals 

of reducing them. 

Three major ethnic groups inhhabit Peninsular [alaysia. A little 

over half of tie populatioi are Mtalays. The Ptilays Lend to live in 

rural areas and! to work iniagricultire, but in recent yars their 

representation in the government sector has increased. Chinese 

constitute ,just over oni-third or the population, arid trnrl to live ill 

urban ara , ail are 11111(1] iii' alevily repr Lvdtrrt t hair in traden' Il ays 

arid iii tlie mI('rt I irni'r sectors ot tilre tcorioily. iIdiris (ol]rii-; .jlist 

over 1( e 'rrnt ''f the poplal, t ion. Marry ot theri Wo)A on unher sLaLes, 

f)l t fhi'y ari' s , Ler .ss lprica]also over r t ,r -..d inlpcli)t ioil I arid c 

ocut aLinls. Indians icemore iikely than alays, tot less likely than 

Chinese, to live iniurbun areas. 
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Studi0 esinv t,. ig;iting incomitt i 'Per(lces among IPtlthree (1hn iC
 

groups typi I y ow I t
' lion tha (hin .si' have ligheri in colmie ai I less 

pIverLy Li;in thl W a*,y.s itl l l adins; rink in the midlle, a; show'n Iby mienn 

houshtold monttly incomsts (in Mla;ys nii do i rs ) for 1957/58, 196b/67, 

;it 1970 lfor thet t li t, e'thnic groups. I! 

1957/58 1966 67 1970 

ilays 139 125 177 
C:h i 1 t' 300 290 399 
Indians 237 234 310 

How accurat lvy do these figures refloct (,thnic dispanrities in 

ilcome aid ttlieir tirends over t inme'? As iniimost countries, Lhe income 

measiunres typical lv ii Milaysia are biaseda used towardi easily measuiredl 

iliort Lry inrcoie For example, tle, 1967/68 Soc ioeconomic Survey, which 

plrovided t-le 1966/67 ill' e dil La above, liimited iLseif strictly to cash 

inlom . Eveni whert explicit at teiipt s are madte to ii,;asure io.-cash 

illii e, as iii tlr 1970 P st Iiriliie ration Suirlvey , they are ofl (Ml 

ret.tritlt.ed L" suh sollic s -is eiip ly ,e,payients in kind, pr-odict-ion for 

twin '(oisiiiiiit i" nl, in il iiiip lield r ilno ii tw i-o rCciij ed housing. Other 

sources of Putonomir c .wel I-b ig, sniih vauteas of u.'LLa ge inulist-ry anid 

holsewolrk, ai igiored "r gvia t ly iiuilrsLatid. 

In Lhii paper , we cotnsiti hw sen;iti 'y irs iouus about levelsv couic 

anid iiell aiL t"I nd poVti ii im invi(,ii, of l'ty ;iit' t. o illterliative 

ways of ieasiu ring initit,. We use 1967-77 data on a sapiriplie of over I ,000 

Ill 1957/58 Iattia are t coi ie 1957-58 hltursehold udgt Survey of 
Lh Fde raLtin "I Maliya; l()oO/67 daLa are iron Lhe 1967/68 Social 
Ecoonii c Sapin l,- Sirurv\' iii ,u lds; datlao" e io I970 are from tir Post 
Eriinu eiratiton Survey ofIt thp i () P ul I a tio1 Cenisi s. All i gilies aire fIronm 
Siodgra:ss (198(, Sec. IV). 
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households in Peninsular Malaysia to explore the sensitivity to five
 

dimensions of measurement of income: (1) how broadly income 
is defined,
 

(2) what adjustment's 
are made for househol( size and composition, (3) 

how the recipient units are defined (households or tndividuals), (4)
 

whether est imates are starldardized for lifferences in hours of work 

(and, hence, in amount 
of lisre consumption), and 
(5) what measures 

are usedL to summa ri ze the cent ral teIendency (e.g. , means vs. medians) or 

inequality of the distribution. We examine these issues for the total
 

sampte and for etlnogeographic subgroups, and consider the extent to
 

which ditferent 
measu res of income imply different answers to the
 

question: "Who are the 
 poor in Malaysia?''
 

EMPI RI CAL METHODOLOGY
 

The study uses 1976-77 data on 
a sample of 1,064 households in
 

Peninsular Malaysia, provided by the Malaysian Family Life Survey
 

(MFLS).121 Although the MILS was t imarily designed to provide data for 

analyzinXt ertility-re ated topics, detailed information was also
 

col lected on fami lies' t ime al locaLion, ('arn inigs, assets, business and 

Agricultural 
act ivit its, and other income-earning activities. Thus, the
 

data are well suit ed for a study of the level and distribution of income 

amon011g s amnple meiibers. 

BLetdUSV ft the iiiLial lpurtpos, of the MFLS, the sample is composed 

of private houh;lIs tLhai contained at least. one ever-married women 

less than 50 years I tge at tie time of the initial visit.[31 Although 

2 1 Foi 1 ire inl IOrma t ioii . (u L t fi , .; irv yV,:e e s e Rut z a nild DaVaiizo 

1978.
 
13 I]nit iallyx, u,,nt~cts were madet¢ 
 with A randoml s.amp)le of all 

private h:ousholuL; iniPe inu hldr;N. M laysia. U! those contacted, 7.8 per
cent ha i , it) ever- ,1m.,1 w('Iiimn lo. perceit,lI ,1 had onlIy iii evezr-narried 
wimniIi o Lu')9\'t'i."' r; Iaai.iof tFlo . ,I.' nalsis we have restricted Lhe 
sanple to MaIay, Chinese .ind Indian hlm;omhldIs who responded in all 
three romuinds "I ths survey. 
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tWe FLS satml le is not rp'J.rtvs('Lative of Lie entire popuiltion of 

Peninsula r Malayia (ad our stimates of lev l.s aml invelality of 

inlcomel sholuldt thrrv(!"rp( het inLvrp'lrv'tpd with someiltcarp'), we'tnonpthclvss 

Feel that this sa;,iipl I, rvprvst'sn-;t'l ini arouniid tLhrt'(-qultar ,'lof tlt' 

populati o I(,i Pi'ni sullS Malay;ia I, can provil' usevf l informaition oil 

what hlappe'ns toI the distribhution of income anlo th lp vwrty profile 

wheni the definition of incomc is broadened. 

Fourl r tIC ces,- i vi' I v b roadei itcom t ) t's,, ('a'ch IlL I IIing 

households' ann ual it!t'it-tax inomeit ti, Ihp riod1 7. -77, were 

selecttvd for the analvsis.141 Our lirst, and narrowest, income 

Comlositt' is M.Iiket Income., til' sum AI1 a h ttlslhold' mo eLary reCeilpLs 

F'o'i flor lI ma rl'tl t i l',l ttiIlls, comllpI Sing wg(' ili( o11', lisillv'ss 

income, anrid capital Indl inte'rest income Nt is 'Total (HlistrvaIble 

Inc~tom, , the total of thin' Iousclold':s mnm tary and nlmmnu~tary rvcc ipts. 

IL compr'i.sps' Marke't Invo~mp plus four types "1 u<nnmonpy incumv that 

cl iarly ltv 'L llltalo i',; 't I -u'l-hiping ar' ot inid l hut often rie'portcl 

incomn' dlat a: incoe, tralns rf ilcole, f hg s4tv'vicosini-kind lit' ll . value houlsiln, 

f rom I iv i ng ont'' S iioiist' aii cota icoL i; iliCi '.ill own , lho)seiiai'[ td i'V g' ih 'y' n l 

Tot a l Actual lni mit I is our third income coimosite. It adds to Total 

Observahle lucom tii' ltIo hti'the valueiii t uoh lm'lti ers O" ilou.sehnl Il 

(pe'sonis igeti 15 or over) spn'd lurforming common housework tasks ,such 

th hous And incldeias cleaning tl , was5hin.ig clothes, shlop ing. We the 

Val ue of t iune dpvtotd to hui:;iwork because it is a prtoductiv' use of 

141 Set' lisniic and I.\ailii, 16JHO, for llther detils 5efiri-An 
Lions. 

http:was5hin.ig
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Lime, t ime Lhat uonld ha. been spent instead in other productive 

pirsnits.151 O)1r fin,,l in eorlt composite adls to Total Actual Income I 

I' time' I
the v li l IuI1eooll adultLs spend cooking meals and caring for 

hillr'l in the h on(hld.161 We call this hrlnadest income composite 

lotal At Inu1mp I .,, ( 

In this iaper, the valie of what 
is produced with nolmarket Lime is
 

apllroximant el by tle opprtuniLy cost of the individual's time, measured
 

hV hi r Iorer wage rattI7]--th observed wage if he or she works at a 

wage-payig job, 
 in imlplt d wage it there i.s no observed wage. 181 With 

1.51 For t':.1,14ex i, womaIn A may stay at home and keep house , whi Ie 
,lI la wokI. )1k; itstd her lolie built s pedI s a I I lIt'lB I 'l r ea niligS on a sPrvanL 

t" taiitAin ,A hous1l:,e s: Iin ly kept as woIaiil A's. I f we diii rIOt valIte 
wolI,IIIA . Ill n .%,i,, k we ,oI(I on(l- Iit 1that %he was ('ons i (era h Iy poorer
 
than w ,,.iiiP.
 

i( ' I6. ',.vt lptted tliese two rms of Lime u ,sefrom tle other
 
tyIpe; oI h l t i lI wo rk 
for severalI Iea so0ns: (i ) Aimouits of0 ilip spent
 
t""kinl, ii'.i :; 111, Ivr fl] tAnd hi i l re 
 S tn 

m 'i ,i4,, 1" t,,1 ' in ( lI idelrah!e amb iguity in the precise defini

subbject )'o.et, i ai Iieasriile

l I, ll I 1I '44 . I I I i(;es, b,, t1 ('tclli Ila y Lie ysIlvs-tlep tor ali anod opera
ti,,ll 
 i,1.."' I 1i4 llt,'IV ewe " .nd11 revspnIvlnlt t. (2) P'rlasl. more than oth-
III 'id I i ivit in:; ,hioi .i (o4king and (hi ld ara mayi he '4l )nnjointly with1I
 

,thi.r At I i It i 1"I l wa.: i,, lmpl , a woai n miay tch her t'hi l erunwhile she
 
"l,'II 1111-4li n * ( )1I itiilly, there is a qus'tion(oI wheth'r cooking
 

-iii lli l . At ,' .kh)4 pI act tiv or lprl4
prdlllt ti,,, i is jiI t duc1tion 

JI iic ,,t, itillnity co't;I is A lower- hoi t -stiii te of tlL value of 
time sl441lt ll IVM arAtI -lllIl kItl t (s hvulleu sv ' Isile tilt pler(Ion chose 
t4 ]44l- tl.. t ii1',it lil aIin' ke I activi ti b c'ien hiie oli lie41 I,]t hi sort her" Ilt w,.t; rqull [ or1 highe(r vailue in these( alctivitivh ilhlit in Lhe
 

t,) 11.%i thI'i' Ii I 4,I hllt4 .4 would ha ve l'(n paid had the11 htis i d J)Iilr
(11.14,'1 t(,1 .,',,Iit . l'.g., lired a liisckv-p ,-). We 41 tt ,lp1 dlid (114 .s' this; 1ip
picw,<i ti w, illl,,'(1) ith' n-;prviuv( pI riise t,( hroulgh tiht marllketi s n.io t like

lv tn Ih, t .. inil . thit ,t and1 tlt' t 

,r t 4;, , i. l: (1;, the t-xte'lit tl'y exist it 


produlul.e, Wt lil l; (2) Iit~kik pi ct-('es 

all) .it-' ni t irelevanlit 
sinu4i l ix . l '' hhKV by the hlc'i 'li 'Xplicitly rv, l, tlpd 
 .
thitlI14.

I,; i ',,1 t ,'.;'i [ivi i,1Is il tli ' saipl e who & not I1,1ti4 i 14 t' i11
 
lht I ' ) 1ii.4Ili14 4 .11141 ;Aid ( Ilt, ll ly I (,I i.11S,4 1 iot. Iiv ll ,I 'lt'',I
4t ItI 

w,ig4' ,. ) I pp,"(h Xr ' i h v I , I ,nt ,' . Pt tthic l I) wag I ,At I]td ' IlI14e1 144 
t h 'i I I I 1." , . 1,,I '44k wt ,il' W' hl v et' St. c'l; tt' :;1414 '(. (. ,, gi c(el l
' I, . ) ,I 'I i m ,! liiidtl inIm.j tItrit rU lIAt V Ill t Hl I I~ ]oga,i t hnls oI wjigv1 rat Ps 

t.) e't',, Il 44i4....'-( l 'i-it4 rgrahli(. c I;i ttIle i;t It f(or the' s..inple o Ot
,'', Sl,
%i, a1 . !-I ";"lc'( aVge's aVatniW 4,' (Klislic 11n,]I)and , 19 80!, Apipilen i;x 

. i i4,, 4
IC1). t liti' V d r I I.he t, t illinL C I I('o o t.1s lilI,hose;1II 111li t t. ,.ll ,,It i,-iiiAIt ic ll lits I U sed nilthe'i r vha 'i 
rv . oi I I-

L_I'r I t s . We' 

procrd',lwr, il~ iit Andll D)oVanzl.o, 19HO(, App dtix A).
 



-6

some rather restrictive assumptions,191 economic theory implies that 
an 

individual's wage will exactly equal his marginal value of time in terms 

of market goods. This implication, coupled with a notion of diminishing 

marginal productivity of time in household production (or dilni ni shing 

marginal vale of leisure), is sufficient to ensure that the total value 

of what is produced at home is worth at least the individual's wage rate 

multiplied by the amount of time spent producing it. 

This study also rst imates the effect on income di stribution of 

including the value of the consumption of leisure time (or the cost of 

foregoing leisure) in the defiition of income. By ignoring this 

component of welfare, most other income-distribution studies implicitly 

assume that leisure time has zero value. However, any measure of income 

that ignores leisure implicitly incorporates variation in tastes for 

leisure (vis-a-vis work) into the variation in tihe income 

distribution. 10] To adjust for va riations inihours of work, we have 

constructed three standardized income composites to compare with the 

last three instandi rdizr'd composites defined above. These new income 

Complete - eert -vr work, 

hours of work, zero marginal Lix rat-, no disurility of work. Although 
Lhese ,ssunptions will not hrll e ':'ly, dc"vIat!,ts from them should not 
bias our indings; unduly ( stt KI1,7"iT and 1aVa;ot , Nht?, pp. 5-6). 

1101 That is, tht It ev ilt. Itbltourclus;ioil i s that individual s with a 
relat ively low tA.;t for lti:;ur t' re better l I h i those with stronger 
prefvrences fto lei stue, otilt,r ih g, Ig 

.[9) fl:x:ibi litv y ' nmb( o I hours of posit ie 

b ing eutad , vixatx ,lt l vI suppose 
that "n tin' ibasis "I in inttomeit' IIeuire tort exi'Ivdes tLe value of lei
sure conFsiitr iou we haveL tw ilo Is who hlave' ' Imtitisured inrindiv saire 
come, but one works Ib hoturis a day whilt tre ot her works ontly 8 Irours a 
day. A dcfi,,ition that e:t Itides tire value' of leisure time would con
eude thal these two individua ls are equally well off, when in fact one 
enjoys 8 haurt r; riot'of Ie'achisrt' day than the other.
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compos ites are dejoted as Standardized Obseyrvabr le Income, Standardized 

Actual Income 1, and Standardized AciLua Income 11.11 For eachI I[ 

standardized ctomtoosite, the estima LtL cost (benefit) of high (low) hours 

of work is the product of (1) the ind.,vidual's wage rate and (2) the
 

diferuct, between the sample average number of hours of work for a
 

particu, 
r delinition of income and tUP individual's hours of work.
 

(Sea Kusnic anid DaVanzo, 1980, pp. 7-8 and 
19-20 for addiLional 

information ard raLionale.) 

Each of the incoce measures used here includes the incomes of all 

adult meirbers of the household. [12J To examine the impact of variation 

in household size on the distribution if household income, we consider
 

four differei t distribuLions of each measnre of hrousehold income, each
 

represent ing a di fferent size/compos i Li on adjustment and/or population

unit weighting scheme. The first, hoirsehl income, makes no adjustment 

for household size and composiLion; iA treats the household as if it 

were a homogeneous "nLt, and considers the dist-ribuLion of command over 

resources of the vatrious househol i units in our sample. The second
 

measure is the per adt,1t 
ilicome o f hous eholdis, hous ehold income d-ivided 

111 We chrose not to generate a staindardize d composite correspond
ing to Market Incom Iecausc of the ambiguiLy involved in allocating
hours between that (omrposite and Total Observable Income. For example,
if a person wor king Ais aun employee gets paid both money wages and in
kind paymints, his Lotal working hours will show up in Market Income 
hours.
 

[12] In tre ,FLS, a household in defined as a "group of people who
sleep under the same roof aid eat fromr the same cooking pot" (Jones and 
Spoelstrr, 198'S, p. 10). We have exc ridedt income of chi ldren because wehad no t iblIt' way of estimating the value of Lheir time. However, our 
householI rtltoIt' ireasirr' (toes riot total ly exclrule inlcomrre derived from 
the w rk o childreu: To the extent that chillren have posiLive margi
nral prl rts in their work on Lhe farily farm or business, income attri
butabl I to th ir tfor ts is unavoidably incorporated into our measure of 
tus i iess/ I ar I nr oi rel, 
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)y the nmber of adults in tllhe ho)usethold. Th is crude way to AIijustiis a 

for the fact that t'lit:- Il Is w Illt e du ti in(olli' i-tfers may ap l).rl 

inl Wet first d[is';l'ihulti Ast,: having¢ highe'r Iincome's, whe'n they may b(e no 

Ib tt(,r o)ft than smallerl hoJ:uh lI s with proportvlio)nately smaller 

holsi 'hold i ')lco ,r.ts. i I i('.stti' t'Xtr ,e,-mll is hii' pir capita iicellit'lie mir 

of i huilt'rse -hI .- I) i rt', (I vi ti. i I numbl er hi sv ho I(lI I I el' (I ,ius I t'e th taI o1 

n11t.l)(hprs . I j Trhv final measure is the V)(, cua)i a in'olme ()f indlividuals. 

IFor this mea'/sure'( wet cons.-;ide oinu ob(l('(lservationl on1 Pa/clh houtsehold membelr)( 

anl hinei'u, give qtual wei ht It" each inliviulnal in tht saiipI)l . Th(' first 

thrv imeasures gi \' eqiual we ight LO, etacl househld'( andI hi'ice the weights 

attach d to individuilu I we lfar' Ar' inveselyI )r)lttrt itnal to household 

S i ZC'. 

RESULITS FOR TIlE ENTIRE SAMPLE 

In this st'ttfiln we ex'iiiine how brad;iehtning the tef inition (I income, 

adjusting for iioiuisth"io t .ilt ;ie t cOllolposit i)n, andi s Lata dizi to 

remove va'iit ion in hours "I work Iuct iltollt' levelsliit ll'qla I i ty afe 


fur tht, tot al samilpli'. We also unsidt-er how I 1ies( cliang's dlft' 

hotiseho I ' in tiM'overall -nomeds ranki,,g i di.stribution. 

Incom LL vels anInt l ,a'it': UIstntardizp, I r om .-

Tbilei' I sho's th ' 111 Ll of )iotit.iig t' defillition of 

IllsLtaiiddt H iz('pt oin mia;1sures itf u.t' i-atI t('(i( c('y, e ailidiltlnlt' two rall t mean 

Flit Icrlud Iti tA , lpe'r 
incomellt pro, ) li ty ,"t itorp ing into) the' inc'ome( m(,asure 

I1-]I h, ti H .t justment or adult anii per capita
id n"I(p") W. il ')()rt 

tiiil n t I lilt' ,llln I,' s I Ij iA 1 1 a t. ii , l , 't tI t ill lit' i o ;('ll ,l i; l'r j lit' ,(IL i'ii
 
ftilo f' I t( ti,:,l iL i It 'yt,11 t lit' 4)1 h(lft'liiv i ll
' aIn' i it' 



----------------------------- ---------------

-------------------------- 

Tab Ile I 

MEASURI;S OF1'(IENT RI. TI' NCY ANI) NEtUI!A!.ITY IN INSTANIARI)IZED
 
INC)ME I CO (1I'4)SITF'TEII.RNATIVE EF'INITIO)NS AND
: INC(ttD'II. 

ML'an ..'d ill (i i i Inciome Share of 
I ncoie (tofptis Le, (M.S/' 'r.) (MS/yr.) Coo I !I i 0 , lt L owesL Quintile 

)istri but i on Ih iitHousofI HousiLolds v h ld Incoel4 (n=1064). . . .. .. ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . .. . . . . . . 

MarkL ' I 8- II'Ino o2 In-' . { I 2. 37 
t
Tota l O IWu i lo InItii lW 01) . b7/ I 3.3 

TIot.l .\'t il Income 1 11)27 6i'441 .518 4 .5 
T' ial Acta l I ome 11 1" 81 7958 .48(0 5.2 

Di str lut1 ion of IousvIiolds hv 'r Adui t hiouslehlId Incoe (N 1064) 

-
MLiarket In 2. () 123) 
----

-- .0114 
----

2.67 
rv i I' 4 1982 .560 '3.9'lo eI ahc;,'-. Incoe 

TotLI A\'tual ln.In w 1 1 h 2)41 .512 4.9 
Iota I Actual I n'co 11 -41714 20' .479 5.4 

... . .. 
Distribu tion of 

. .. . 
Housmeol d s 

. 

A 
.. 

Pe 
. .. .. . .. .......... 
Capit-M Halouisehold 

..... ...... 
Incmeot (NOWI0) 

. 

>lI'lrI-' t !ni,~' --------------------I lb'1 !; , ----------------.b25 -------- -,-2. 37" 

Yo I l si,',b lbservtIncome 1I ; .574 3.6 
IotdlA'tuaii Iiln ' I I 4.'0 1133 . 28 -. 4 

'lot a I Acttu il i'tw II 2147 I Il .41" 5 .0 

Iistrii I onni ! Indi idu,id ua ls r ('I'pIta IHoiusehold Incomne (n=6992) 

Mark1et II co,' 12 1)1ou7 . 8 2.67 
lotl I b.;<.r'AhLi IncI 1W4ib4 71-3 .)6b 3. 6no no 
W i' A411,1i Inmo, ' t l 9,!797 .4lo 4.6 
I ;l Actual iilmnco 11 I i 1191 .45i 5.3 
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median, and on two commonly used measures of income inequality, the Gini 

coefficient and the income share of the poorest 20 percent of the
 

population. These statistics are reported for each of the four
 

alternative ways of adjusting for household size and composition
 

discussed above. There are five major conclusions to be drawn from
 

Table 1:
 

1 Expajding the definition of income substantially increases 

estimates of the st.andard of living in alaysia. For example, the 

narrowest household inicome measure, Market Income, has a mean of 

M$8219. [14] Simply addii transfer income, the value of housing
 

services, identified in-kind income, and nonmonetary cottage industry
 

income to Market [ncome (to for', Total Observable Income) increases
 

average annuall household income by M$1,398--an increase of 17 percent.
 

The mean of the hroadest income mneasure, Total Actual Income II,
 

M$12,781, exceeds the mean of the narrowest measure by 56 percent, and 

exceeds the mean of the more commonly accepted mea 'ure, Total Observable 

Income, by a full 33 percent. The ifacrrase in medians is even more 

dramatic: median hou;ehol( Total Actual Income 11 exceeds median
 

household Ma rket Income hv 108 pevcnt. 

e ion of ... reduces2. B~r-oadening....tlh t iifiit incmeO un;amli , .sl_.[ .151 

ineply IrL ysia.income yu Mdal K, , each household size/compositionr 

[14] This is equivalent to US$3,288 using the 0J67-77 exchange rate 
of M$2.5 = IS1 Tnis compares to a mean household income in the United 
States in 1975, for a definition very close to Market Income, of 

US$13,186.
 
1151 By 'unamhiguoirs lv" we mean that the distribution generEted by 

each surce';sively broad r incme concept stOcijastica ll d-omina tes. the 
preceding one. The existence of st.ochast~c dominance is a powerful 
result: it implies that incquality rankings are invaria"L w'th respect 
to a wide range of choices concerning the appropriate notion of socil 
welfare (Atkinson, 1q70). 
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Siitjtit , " tii it iii t' ti the i l tt it t l S 'v n ti I ici ( L' 51 ra('.v 

lilt i i ,rttt it tli I,ith .tat t aiirito ,i t' "lavl a ' IIIt ms ure
 

of1 inuomu impr,)vv,. thet rtpl.tivtp p ,sitk,n "I the, po (r. 
 Regardlpss. of the
 

i 'x" 


,trxIi its iin iiI tlI), 


4. ' e themi. tl-iiii2g i lrul t Ith e IhP Id in (rowl i l e y o 

t ei d'i gl tt; t ii Itlilt' t dolir igt' in at AL ilwthMi fro 


lt ihetna rl m' t o i ,illt alt1 il1 l I i t it
this 1 ('a st'[ II I IIIi" III- 1 i' h i f f 

i it. c' t' nit ()tIc' I il I I l'jii:i 


e tnst "t h, , 


iiiL ' lliiti t . t'X (ii ilt y 'g._ t_Lo 

ioi' di initiol "s i tn ti' nIegit i v it t t.iis Irdle.t'weof
 

Lh met It Ii .a us'LitI ' iteul i tA -h
i|I', inl ie vd r. rg)t"ii ) I ho s li I ize n lld 

iii ost II i. ki'iling hnsvhId iu)m, by Lte ntmih,, of adulL s reduces
 

M V ,OtS.lll rd¢ i nuv'l l l al i tv .slig h t-y , h "Lt di v idli n g b~ al of
y t h v' L t nu m b e rt' 


fi.elit ing ind~ividuls]l:, rdLtlv~r than houlsehoilds., 
 as. Lh ink s of
 

analys:is; rvtv(,' i~tnrm , leve'ls ,anl inequall~lity,. Fo(r v:xamtlv,, weighting
 

"f9ht ltl ll h(rup.,t )I S ith hhv

III(tIlsrt nlt it (-] ii ,t, byV iln Averagel.'-o r'(,dll(t-+,. 

I P b~yu'ttvt ItIt t ,A modesI':t 2-1 t, and1( inc'rvasp.' e ofpvrcvL+ , . Lhe, il.'ncoml(l( s a 

,Lt' po)(rvs':t qulilnLil . This. i.sdue, tLo 
 thv, "vga. ivv, rela tionship} hMt.w{evi 

h, l.t'lm(I (I , I.' ~ ,z r il(lnuum,. , lowvr't~--ppr-c.-apk a;-ilnr.(lme(And p ( ap II a U,,rger, 

h()useth( Il.s h~lv'+ g,'rv ttr repr,, I.lLio"l in tht, 
individual~lly wvtight(
 

(lis L ii i lti n .
 

11,d !ll mIl~l 

hm{llseh )I l ,l, ,, t (;111 the 

(19J7HL), wh, A the( ,di;ntlrih m ""~l "I indlivi ls . by\ Iper rdpitai 

Al,I ,, ' {,ocftti, lent thatn c m -ret:;lpo)ud ing 

l h l t ll Ii :.l ,i d,e, t 'll ,: i1114,11 t h e' i l( ()JiIe ll" { illi t I )n + ll)Io l 'le {. 



-12

'The inulthina li y stati.ti s pv'esi pt' ini 'la lI)]e I (ll t clat' lyd ;liow 

that li',adeni iig (lt it of t t. list r' i in the in in ill('illl' ighit'is le' t ,n ot
 

illn+'oHlt . F t huc da a do us; wh('tIhe r it I lptc s ai
l, +''i, - ,;tl I( t ttLI I. 

S thousehold's) i'I iv e po;it loll III tit' iIIoml' disti lliti(ni. H o(a;Ilnll lrg 

i it l((fi" mia ( l v1 (Vi'y etht 'let "' I t(l I' JIi(' indeed t lti tlsd's llt1e 

at letm y I ii( leois tha t "t th(' Iltort l-tivtly )lt Ithat nttt llte than "rI )iu'h 

liut is ' thIt .g e 1 twas (o H t'l) te Ithiet li"i:i hol i'; . j d a( heiiL"poiiit t iA iln 

kt5 t lit . ill it i observabillo li t' lint, 1t tht' po rest ((r ichts'ht.t i l ltITi It' 

oili )o r t)tl 'I A( t ' I Ii(omii' l (I II '! tITh e l 'er,bn sediik(oin l ([(nk 

hO jilts r O iii )Broa't't' Lit onl' 'i fl\lr i mint, ta~pit a ., i ). lit' nIli Liltv 

vioit i ,tI chagI tht' IaI kingo f sistantial nu'mblit of housetholds it) 

LP it'ibt-i ti .' Thti (toreh dev inIitiol tof i'ml e, is tt'×i)itihI i the' 

a rg hatg l. fi o'st angiOe 

af th( dltnvllt'k i t iu i t it' oiaii Mar( eVt In t o 

g(eate teit Iili itnl i S)lt' 5 rankiV ih cPx 

i t 

formtt Ttal~ ()hs., vd,,lIt Iiiu<mt,--ha)s a gret clivL(- (10.2ert() oni rankl.+ings. 

,t tualit
l)w'ut'(Ld gp( pol~int.s- onl ,average for)t pller h()usvho)l( [incomeIl() Lha"ll Litu,
 

two sulccess:ive, hroa.den'tingjs tL"Tta l A\ctua~l Inco.me, 1 (6.5 pi t-t.) and~ 

'l(toLl U KL&+) Inco(me, 11 16+.7 po(ints). Trhu, aIverage~t absolute' chan)get inJ 

e tking b)')li''lIy narroI'(west iltionIper'tcet l ran't' " du u mo(.ving from)I the dein' to+ 

the' lh () ioae;t, 14+.3+ p)tv((,t, is less-:- than) thet sutm of the'se thr'eet c.hangest+" 

(vduh .s-;I't('%'.;vssi uhanlge(23.4 l)(ruvtnLt) implying thant broa;den'ring doe)s no(t 


aI htonsv,.(ho)ll's, ranlk ing in t ht, sameltt way.
 

Add~itio)nallly, forl r',uh defin~litionl oft ila()I(~ P ! i~vt,n L vtt'L' 


ad~ljustmt s~~tM Y) hitlu,-;hi]ld and' compos't tionI al househo)ld's
Ki; , i~))' ,ffllt 


ranIking lin the( itt mlv, dli:triuit i(,n. Simply dlividling house il()nu ly
(ho)]ld m 


http:stati.ti
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thet "",mivr ",I ,adults inl the' house(hold' charnges.t the( :Svpra'gvt soUho e l d's 

pt'rct'lit i' ink rig. n iheli cinto di.stri' niutil by hetwt'ei 13 alnd 20 

p rt-litLa,' piii t titvp t' idii t, i i i,w Itrt ,II y\ iiri tint' is d 'l i ie' . Dividing 

iin;t;t IIy t ii iinb r W si' h iiI h t I a I l -; Ii lIi mteb rs has a soiiLt'hlt_ sma;li I["r 

elIlMt , iaiiging bt'tw''n 11 ,nI I/ itirte t. I Il ucds Lhel1 ll utlh s, 

I I : i l t,Lt o t i t]tinte 


t he Im~l hr,,,dI y I nu~m p in dl i invd'.
 

.; i i t(itt i ii ii ialt c th11. I ho ,phs I d ' s i '; ikv "g mIore 

e vt l I I l u.- uI I I , (m ic I, , I IIiot ,l t y : t lMa 'rliz e dn d a ln C Ollut's 

Wv/t fli\.,, L r L O tilltil~' iiivasllu. "llt'm thait adjs.It~ forl Variat- on :ill 

hourIs of> worlk acro'ss'4 the, lp~pulaltiou. Thet Illul(,ls", illledtials, G;ili 

tfi t'i it , aiid iictt vtl i. r.:; ii" tit' prtor'st ii it It' for these
 

stanlddrdlixcd itn(,mtp vcmponi:tt 
:- .are'shown,'l i"l Tlali] 2. 

In gtnor'i I , stainli liz'inig tn va'it Ite:; hoursil i"v' va i of work 

a Is litt It i d til tl ii' ' ason' v,Ait t'ie si,-I di i iu. i.Suiirprisi tly,
 

l;t ndl- i iiop, ttiii !hc varia , i.i i t'h i in
ti nit' t II lati n' hours of work 

hla litt I, li IM i.incom t in ', it I w ull;alu -y tll ll\u''t i y in the. e
 

.sta nda~rdized, inco(m,, di:stributi 
 on sl' tfalls. with ,,n'till inurpa';su inl Lhe 

w ' fi itt it itt t I it ,its. i noi, it.tt i pf lre tl t'c t I lhein incaudit u 

fijttilIt is t I.e., ii in g rse imV t vr t oItitti in hl I w rk w ltl holing 

Menlt; htov ur: t dftr , hais it, ulnmbiguous. effec' t O+il il ul i ty.1]181 litI 


lac(t , thi lll+.;t (t,)inmo l y~ used; easur oft I~ntequa I Lt ( ; Iifi
i;ll titI, 

Ili; D~ividlting byv n~umlb r thalnger, ranit ngs dlivid,, dI l L ,+ c ._, mI " than 

ill., by t"ItAI liunmber hons:t-lf,,ld lt 'll.us t r fo me + \.liv.sva'rillll l la"t 1members~tbec 

tiv'v,] mr e, ( .,,. ,has a gtn',tor tto ,llit flnt ,"t varliationl) tLhanl Lhe 

I1IN I lFh in+, 'WN II She ,,"ll rrsultsI Sil,W:,,IVl ight -t "+I ,a :studly simnilar 
u, , itt. dt ; .i t ~ Ik iud, l l , i v e,m a nl ( 1 9 7 N) . Th Ie y 

ILI, , mr s, . , , , , . < , i . h,+ 
Ut ralt~ 1t,", III(,t;lqH ,I lil WI 1M1P, "Pr-l a I, IeI lift

l't 
"lle" ,andt " oa,lllIlfigs 

capac i w It I. "rii' ndItty~," i,) , iIthurI t W se/[V lyL , )ftI 'I~ii I, tt [Incomellt ,ilt] 
,S+tall(I, <If. , :.,, I,,.,l I , u( lt I . Ih,'v I I ndl, .As %,'( , l ,, th LItl t-qlUa I it., i s 
Ilinll h I pN."! lt IIht- I ,,Id , +t audli rdl I zt, ltdIllu u I ' I~ Inl l icllt that)l o l) 
tht~ir l,.try , +.ai ,unsidrl.+ r d+itm d,,lll,,ls-u el ()lit res:ultn; suggetst thalt their 
fini nglll) r tt l , i,+ii ti+ fm l~ tha~t W I',l-j "nint Ap+.,titv ,Stl i . measuretlt 

sump AlII' ; tv inl
"nnid llri-Ah ink tiP ,ivtvir~g' illl uint ",f Y+. k, ralth erl Lh anl 

It lli its, iriiilVling Vmi l tt ilm in thotse, houris among 1) II U;sehl ds. 



-14-

TaIcv 2 

MEASURES OF ('ENTIRAIL Ti!NI)tYN(Y AN) INEQU\I.TIY IN STANI)ARI)IZ!ED.) 

1NC()M COMP'ITES: :\I.II NATIVI. 1NC(ATI. I)EFINITI ONS AND 

HIOUSI:IH)I.I S I FI;ADI SI'MI.NT.S 

Mean I'e d i I (;in11i Incomeu Share of 

Income Co(,mlpositte (M$/yr.) (M$/yr.) ('Cef-tficienL Lowest Quinitile 

Dis-tribution of Houise1holds by Household Ilcolt' (n=1064) 

Standard ized Observab le 9429 5030 .569 3.1Z 

Inucome (I0 I() 

Standardiz ed Ac tuail 1t069 6248 .535 3.7 

Incomt I (tl IqW/)) 

SLandardi ied Actuall 13107 7843 .506 4.4 

Income, II Wi1 W I) 

D)isLribut ion f IlofHouseholds by Per Adult IHousehold Income (n=1064)
 

Standard izecd Obse rvi le 2975 1618 .557 3.7Z. 

Standardized Actul1 3474 2035 .518 4.6
 

Income I 
SLandardized Acual 4095 2511 .483 5.4 

Income 11 

lDistritioen of Iouseholds by Per Capita Hlousehold Income (n=1064) 

Stind 
I 11cC 

rd 1 'vd 
lllc' 

illservab I, 1559 817 .574 3.2Z 

Wtind rdizd 

Inc o ef I 
,.ActualI 1825 1019 .539 3.9 

Stand;ardi :cJ 
I vIc era I I 

. tuN:i 2156 1.276 .508 4.6 

LI)istribution oi Individuals by 1Per Cipita lusehold Ilcome (n=6992) 

St andlrd ized ilsv rvilbJ 1436 783 .557 3.5Z 
II1c ollc
 

4.2
S;itdird .1l86 .521aricd Ac tua 1 986 
In cIomle I 

Standirdiz:''d At tiu: 199h 1238 .491 4.8 

I ncome 11 
.,t-cC lIi i1uiiber Il sta ndard hours AiLwich each adult's 1LcoIe( WiSi 

calculla ted, set pp. 6-7. 
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coefU ficient , i. usuallv lalrge r for the standar(ldized mueasures than for
 

th corrtsponiinig uList iiiland (lizd oneit.
 

lHoweve- , th l ioii-ofI -work adljlixs 
 Ltrii (loes cause nll iiport aIt
 

c.an1ge ini I lie iiicomiit' shiare of tlie poor. 
Whereas one of* the imiiportant
 

coliclusions.; dlrawli eairli 
 ier was that Fai lire to corisidli'r nonarkeL sources 

of inuoiim, Iealds to i serlioiis iiderstatte lerit of the relative position of

the io)rtst 20 percenit of the popu,lation, the data in Tahle 2 imply that 

lailire to adj ust fo}ir variation in hours of work leads to an 

ove rst,at(mn1t of tie Iaeltive position of the pcor. The reconciliation 

of these two points is worth noting: The poor (in terms of Market 

SnOInie) iii 'laysiaMa appear Lo attempt to compensate for their relatively 

low Mariktt Inicot)mnieprdluicinrgby many goods and Services for their own 

consumption. Ignor-ing this subhstitution among productive activities 

inide rs tat es th, e at'Itive income positionl of the poor. lowever, in the 

procv.s of producing those gools and services iW the househoIld, Le poor
 

Lend to work lov andi-el, t ie loig hours henice forego relatively large 

armount s of poltnt ial leiiure consunipt ion. Ignoring this impl)icit cost 

of householI lprodlcticn tends to bias upuwarl estimates of their relative 

we lfare0 position. 

Stanidiardizing for hours of work changes houiseholds' rank ordering 

in the inricoimie distribution. In fact it changes them somewhat more (;an 

average "1 1( to 19. percentage points) than did broaderning the 

deifiniti on of iicome or ad ljusting for hioiusehold size. 

IIII.MICATI(NS FOiR PO(VERTY PROF ILI:S 

In the precedtirg section we showed that hroadeni ng the dlefinition 

I oincome, ai'juist ig Ioir vari ati on in house lolId size and composition, 
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ail(l sLaarrl lizing ftr h""rrr "I1work Lan suh slt Lially alffu t lhi'L ranking 

Af houlsehldl s inlthe' incomellt We' u )l.n-idvh owt),dis";L'rthuLionl. IIow', these-;t 

aI tLer aII;tiv e'twe'lav )1 I p sI in ig icOIi' .Imel' ' t r Iullusiols 4"MI i I P 

u(ollpl .i t it jh 1oliew (porest 2(5 p it'runit oft Lhe Ma'Ilaysil popl Iat i,". '1'he 

dleli iti n "I pol w4V 'rtty employe)vl ier' --- t lie pr h)lt hility I being inrth e 

proorest 20 ppeic' lt of Ite pupn Iitloll--is ai puirely re~ltive one. 1"i 0"r 

con)lLext ani ailInL.l overt y line wolId be inippropriate,, .as it wo"nlId 

hav . L'oir I inded(il l ll g ', i i t he, i lI .osit i441 441 th l poor,e %ithti I I rel n t i)n 

in the iim t' (it Iio,stl ho IIs fallina g, hi 'lrw Lh' pove ty thresh ld.l ()11i" 

ptirpost' here is t" i s"tLc te t le (4134s it ioriar I e et "1 chrrrginrg thlii 

fleasi rill I" I(income. 

'Lrhniu/(eogr.ra o'lhe l)ef irition 4f I mvi' irr1 the jrhiu I ( i'rru" 4)1 Poverty 

re(laltive inc~idence(' "It p),,vpr ~ among)ll Lhv' thrv, mnain e'thnlic g;r()ulp if] 

1. .l Is w Iirl8 w ent o l1I ire i I let':, i , 1r illp 1 P1 rn r aIrebr( t h ., iw, i 

a r';i . ) 

poverty in MlaI:rysia is Irimuarily a rnlrr.I peni oen on'r.r. WitLhi rr 'varh 

PLAN113 g ro~p) reidnts a I~r to' lriW aiIayVsrl1ra rF'14re 114( Mliktely por 

andt rilrl, Idi an a rris the' two most 4vP'r'y-prttrl' hgro"p . WithiiI4 s 

irhan/ruri I st r Ldi, Chiir'"se i rv IlPost poverty-prore "t1 the lre.' e'Lhric 

grouips , ('spvuir II in iunr., a reis. 

lfr'odprierrg Lbu efilin ition "I1 inIcomeil withuorit SI riLandrdiiog for Iioirs 

of work terrds L" retli sibrie Lire ioc'idilnree of poverty, relliIrg it. 

http:Lrhniu/(eogr.ra
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'l'ah le 3 

Il'I': ( Hl.,)1. N IN(; HItE I)tKl'l (1!' INCU I: AN) S'IANI )I Z\Z 1NGI (R\I) NITIUN 

I)R I)'RS 1'I\'Sl UN 'tt11W CI/;I(;(,! II(l P(I'II Y
PAI'11:RT),'IPIMFIui: 

'1111- D IR l Mt~II(IN OFl,INDIV III'AI., BY P'R CA.P ITA t!)['. IN('. ILlIlI)l,l 


------------------ -------------. 
a~vs (h i OIW I nd ans 

Il 1 Urba;n Rural Urban Rura I rlibani
Income, Xnulu iit.e (n=2528) (n=824!f) (n= 1(77) (n=1733) (n=415) (n=4 15) 

I',irkut Income 34. 3 8.3 10.4 8.3 36.4 13.3 

Total hscrrvlublK Income. 26.4 13.2 14.9 9.4 48.2 21.0 

Iotal :WLtuNI Income, I 27.7 13.5 16.0 9.2 39.8 2.1.4 

'Iotal Actuaul In ucome I1 28.2 16.0 15.2 8.3 42.2 17.1 

Standard i.d (T:urvabl 35.6 13.6 9.2 5.1 36.9 10.8
 
I I C ( )lhl 

Standardio:,,d :uNl 35.8 13.1 10.0 6.3 32.5 7.7
 
Iii I 

standardi;:ud \ctuual 35.9 13.1 10.0 5.9 31.1 10.1 
I n'ome 11
 

,N t . lcntu a I of
iL_'-, t pvr:cnt_;gu i nd ivi dua] s within each subgroup 
that are included among th poorest twen y percent of the total 

Hamp Ic 
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som what for r'ural Mla ys, while, incrt sirg it lot all tLh r sblgl rups. 

The most r',lliaL iu changet inl the" Ipo\v rty pro Ii I P cu~rs inl the Ahi Lt I 111 

Ma'iket I I tli'v v ,,t' Lh ' Ist"l(miL i t ot a t . ih I tnlit ,t tit' t " i i kt 

I.-€( ' on a MarlkvLtc'onllllitI y usV inltiL' itL r v~l'F~or v'xamplv', the ba.sis ,11 

Intiime d ti it inI, rural IMalays il riural Indians iarc vt'.upally p vverLty 

ptIt'. Iowevt, whoil t i eiii j.ipr i son is Ii euil i "tgI hi more gIiierai IIy 

]ti'e Itvrietd IotI l(T servahIlt" I neIicomit' cornimis itt', th inci ticlt'' of 'veprty 

aimoig 'nra I lInians is iearly twi 'i'that "I r"nr I Ma lays. This is 

bca('asit' eac ot thilieftu it'nliipo ruenLts thaL .iar'e addhied t" Ma rket Incoui)irme Lo 

formi IoLtal (ifstrvhlv Incomlite (i .e. , ta'nrrsfetr in('eiillt, vial ii of louisinrg 

St'i'victs, ini-kild illo'tit' , andi cittagvt indiuhistry ini t')llt') a silaill Ivr'has 

nt',iri ild medi.1n for 'ur'al Indhi arns thLni for ru'ir'al Malays (Kiis'ic aid 

DlVainz.r" 18(), p. 65 ). Ityorid 'l'tLtal ()bservahble Income FurLther broadning 

io t' iiihiit' e gt'ie sysL'maL dlrama ,lilf rt'riresi nlt init ion ,'tt'S lii) i" o i. 

in tit' Iove'r'ty Itot ilI . 

tt i I g,Iii h.inliours f wirk ine it' measn'dl iicic'den re oft e.nrases fll 

pov'r'ty ,iitilong rital MalIays (who work iiit)m'' holu's than otLh rs ili ot-l" 

saimpl) and dIt, resi'us it consi derably for Chirt'se and Indians, urban ianid 

li al alike. The Iifirpt'ttv'int. bet 'wetIu al Malays and ri'ral I ndians 

evider t in t lit' tusLainl di'diz'iit'isuri'es dilsaplp'ai] when tll .jusLii'iLts ire 

mId' Ion'r i titf'lrte'itrs iII h)lrs if w'ik. 

Elf I't ii :\"ljiit rig Hili iltili Si z' i ld ConpositLion ti Li t v t Profile 

We no0W I':<.iiiln' hi,),.itlju.st i Iou eisrild ifncioeit' fo r ditf ire nces ill 

hiotiusehldnoI ,ili'lil t it li llhot . ii i-i int l its s abourt thre A t ridr'nl 

It poviit l'iy i1-ititg ill l ltogt phi grhi-tpN A ble4lil,I r('ks't 1 ul I( ' rrt it's 
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Table 4 

EFFECT OF ADJUSTING FOR HOUSEHOLD SIZE AND COMPOSITION
 
ON TlE ETHNIC/GEOGRAPHIC IOVERTY PROFILE
 

Malays Chinese Indians
 

Income Measure 
 Rural Urban Rural Urban Rural Urban 

Market Income
 

Household Income 
 34.1 8.6 12.9 9.3 27.1 6.6 
Per Adult Income of Htouseholds 33.3 7.2 12.9 9.3 30.5 9.8 
Per Capit a Income of Households 34.3 7.2 10.9 8.9 28.8 9.8 
Per Capit a Inucome of Individuals 34.3 8.3 10.4 8.3 36.4 13.3 

Total Observable Income
 

Household lncowe 28.3 12.0 13.6 10.5 
 40.7 18.0 
Per Adult Income of Ho,,useholds 26.8 12.8 14.3 10,1 47.5 19.7
 
Per Capita Income of Households 28.3 14.3
8.8 9.7 44.1 21.3
Per Capita Income of Individuals 26.9 13.2 14.9 9.4 48.2 21.0
 

Standardized Observable Income
 

Household Income 
 33.1 12.8 13.6 5.0 39.0 
 8.2

Per Adult Income of Households 33.6 6.4 
 9.5 5.8 49.2 14.8 
Per Capita income of Households 34.8 8.8 9.5 5.4 40.7 9.8
Per Cap ita Income of Individuals 35.6 13.6 9.2 5.1 36.9 10.8
 

Standard ized Actual Income I 

Hlousehold Income 33.8 12.0 1 .t 5.8 33.9 6.5 
Per Adult Income of Hlouseholds 34.1 7.2 10.2 5.4 45.8 13.1
Per Capita Income of ouise tlds 34.1 11.2 9.5 5.(0 40.7 9.8

Per Capita Ittome oi Individu::ls 35.8 13..1 10.0 6.3 32.5 7.7
 

-otc Ltntr c:; OIL tiC. 1)-!ceflaLr, oI income recipient units within each 
su gt;:otp thaIit are incldued among?, tie poorest tweiity, percent of 
the total s ample.a1 
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Observahle Inc'ome) and tLwo staidardial0 measures (Stadl'i rdized 

OIbservableIn'com, and Standa rdized Acttal Income 1). 

Adjusting income for variations in household size has little effett 

on esLitma s I the inc'idthence of pjoverty for r'uHral Mal ays or urahi 

Chinese. Iowever, for hot h urharn and r ral Indians, estimates of the
 

ilncidetnce o f pouverty are quit-1 soinsiti.,N to whic'h 
 adj ustment is made: 

Measurel incidlence ot Indian poverty is greater when uirs;tardardized 

houisehol Intcomet is livided hy the numhbler of ,dtl s or liythe toLal 

numb"er of hioiisehold members. hor per .adult il eoitthe differenre is 

('Veill grPLittw elit'ii stanidiardized measuri "s are cons idered 

Correspon the incidene,tlingly, atpparent of povrty ario ig urban Malays 

arid ruiriil C it iUltn Is rt'iutd clonsirlt'i l Ivy when oI' looks at th, 

stanlriard izud per t m as1uire of iiiei . Whuei ili vi duails, rathlrdi nit-

thi householt lds , ire thie uriiLs of anialysis, Irha;ni Mali ays ar, setmewliat 

mit' like ly to appeair to he poor, while Indianis are generaiilv rmolre 

likely to ippearrpoor [or liristaidardiz'd measures but. less likely for 

stanldartlizet ons. 

MnIt i variate. PIe,,it Ari.alysiss o the PoverLy Profille 

IO r ,'mii ri r;el anialysis c ci lui s with Ilt-ivariiatev prot itri a 

alaiIysis exp a ilig likelihood of h rg We how,: the i Ki poor.1191 show Wle 

r'latiye exp rliatol-y power of l iiograplhiic inri ter'istisc- of the 

ihousehold ito it unili tsIi t p it elepenrid o l tie, l iidiition nd aiiia j 1 tmlii('nit o 

1191 In tih, itgr ssionis, the dtlpltndliit vaiiiahlp is Ai tliiiimy that 
c'tpiitln lit it itIhat hsiiselrold is ,A iig th, poorest 20) pir' nt "tI tie po-
Ili aiti ii f,,i I h", irt -ila r Iut'i lii ii " I[ i icomeun i t o ii IrI a it Oi l il 
z (o thl-, i. e 'lic pirt it i inuLit i I lforml-iii was ih str Itt' iis , it is al

p iopri~t'' whei llie! on1e issumelis that i i s nittnltiIllyv or K g iomialillv 
i h t i i t Lt . 
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invorl. (JOur intent is to measure, ini a m'lLivariaLe regression cOnLtex 

Wit' relativt explanaatory powtr (of a small set of variahlesI describing
 

the probabIility of a gi hi'ehoId being amorg
houvts t he poorest 20 pe'rcent 

of the irp iIaL ito anl how t is d i fers for di I It'rnt' eatisul res of irlcome. 

We art, riot spnt i y i ng ain tiup i r i tal I Lhoy of poverty ; we are ujierel y 

attempting to prov ide' a rtimpatt way of describing how the poverty 

profile dileienls on tiii d'finition of income. 

Our explanatory variailes ilclde some chararteristics of the heads 

of househ dil, iiue:.dig a quadraitic in "household age"' (the average of 

the ages of t"It' male an femriale heads o[ housefiold),1201 the education 

of t lie r ' ead I horis hold, and the 'duici at ion of the lemalIt head of 

hosthlt I(. 'it' st'i'oilo group of variables ref fPts aspects of househoL d 

sizt' and rmo.rs it io and includes the Iumrber otf other adults in the 

housthold( (i. ,., rrorrlht'ads of hotst old), the nimbe r of non;i Itts 

(pt'rsons 14 yearis of age or younger), and a d rinv vaariable indic ating 

that thetre is rio male head of housthol. In the last gr'oup of 

'xplanator\y variabfles are the ethnic arid gt'ogr'aphic ehara tristirs of' 

tle hot seholIs in our sample. ' liyiding diummy var rihl,.s for urbar, 

Chinese, and Inrdian hit.rst'holds, we can examine the' size of the 

t'tLhnogt'ographii differentials in the l ike'I iho ot f lpoverty when the 

o)thetr CorHoli ndir deiograplhic harat'tvristi 's of the housthoId are held 

c'onstanit. 

'I'rtt'he sets of regression hs ww rrt' per''formedl , on (list ri rt ion of' 

hrotuseholds lry hious'holdl income, dlistribrtiont of hourset'holis by pr adult 

1201 Iflthe're is rnomale ht',i, the variable is the age of the fe-
It'mae Iriadr. 
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household i icome, and distribution of individuals by per capita 

household income. The second of these is presented in Tabl'e 5 for
 

illustrative purposes. 

The main findings of the regression analysis are the following: 

A1e. For each of the unstandardized measures of income, the 

relationship between the average age of the household heads and the
 

probability of inclusion 
 in the poorest quintile is U-shaped. The
 

relationships are stronger and are statistically significant 
 for the per 

household and per capita measures not presented here. 

Education. For all measures of income considered, the level of 

education of both heads of household is significantly negatively related 

to the likelihood that the household is considered to be poor. The
 

relationships 
 are usually stronger with female education than with male 

education . Broa dening the definition of income generally increases (in 

absolute value) the effect of an additional year of education for both 

the male aind female head. Standardizing for hours of work reduces the 

effect of an ,dditional year of education for the male head, but 

increases the impact of female education. The changes are more dramatic 

for the per household arid per capita measures than for the per adult 

measures reported here. 

Number of ther adults. The presence of an additional adult (other 

than the household heads) has a different effect depending on the 

household size/composition adjustment. For both the per household and 

per capita income composites, the effect is negative and significant and 

does not vary systematically with the definition of inrome for the 

unstandardized composites. However, the results are just the oppsiLe 



Table 5 

PROBIT POVERTY REGRESSIONS: DISTRIBUTION OF HOUSEHOLDS
 
BY PER ADULT HOUSEHOLD INCOME 

Variable Market Income 

Total 
Observable 

Income 
Total Actual 

Income I 

Standardized 
Actual 
Income I 

Standardized 
Actual 
Income II 

Characteristics of Household Heads 

Household Age -.0446 
(-1.08) 
[-.0111] 

-.0356 
(-.865) 
[-.00903] 

-.0714 
(-1.79 
f-.0184) 

-.0299 
(-.686) 
[-.00679] 

-.0354 
(-.811) 
[-.007951 

Household Age 
Squared 

.00054 
(.982) 
[.0001341 

.000312 
(.570) 
[.000081 

.000744 
(1.36) 
[.000187] 

.0000426 
(.073) 
[.00001] 

.0000867 
(.148) 
[.0000194 

Education of 
Male Head 

-.0516 
(-2.73) 
[-.0128] 

-.0583 
(-3.15) 
[-.0148] 

-.0608 
(-3.23) 
[-.0153] 

-.0600 
(-3.01) 
[-.0136] 

-.0537 
(-2.C7) 
i-.0120] 

Education of 
Female Head 

-.0450 
(-2.29) 
[-.0112] 

-.0618 
(-3.19) 
[-.0157] 

-.0815 
(-4.10) 
[-.0205] 

-.0875 
(-4.13) 
[-.0199] 

-.0954 
(-4.45) 
[-.0214] 

Household Size and Comrosition 

Number of Other 
Adults 

.00418 
(.133) 
[.00104] 

.0471 
111-57) 
[.9120] 

.131 
(4.58) 
[.0329] 

.0438 
1.34) 
[.009941 

.0496 
(1.51) 
[.0111] 

Number of Persons 

Age 14 
-.00251 

(-.LO ) 
[-.000623] 

-.01'7 

(-.521) 
[-.00323] 

-.0263 

(-1.07) 
[-.00662] 

-. 07F2 

(-2.93) 
[-.0178] 

-.0671 

(-2.52) 
[-.0150] 

Female Headed 
Household (D) 

.441 
(2.71) 
[.109] 

.185 
(1.14) 
[.0471] 

-.0209 
(-.126) 
[-.00526] 

-.197 
(-1.12) 
[-.0449] 

-.158 
(-.893) 
[-.0354] 

Geographic Location and Ethnicity 

Urban (D) -.436 
(-3.75) 

[-.1081 

-.219 
(-1.97) 

[-.05561 

-. 0376 
(-.0340) 

[-.00944] 

-.590 
(-4.83) 

[-.1231 

-.554 
(-4.53) 

[-.1241 

Chinese (D) -.430 
(-3.71) 

[-.107] 

-.335 
(-2.92) 

[-.0849] 

-.355 
(-3.10) 

[-.0892] 

-.604 
(-4.84) 

[-.137] 

-.713 
(-5.59) 

[-.160] 

Indian (D) 

Intercept 

-.0818 

(-.533) 
[-.0203] 

.629 

k.836) 
[.15b1 

.424 

(2.96) 
[.108] 

.550 

(.734) 
[.140] 

.255 

(1.74) 
[.06411 

.429 

(1.72) 
[.323] 

.264 

(1.78) 
[.0600] 

1.24 

(1.57) 
[.282] 

.190 

(1.28) 
[.0427' 

1.36 

(1.71) 
[.304] 

(-2) x log likeli- 132.5 111.4 143.6 185.6 191.7 
hood 

D = dt v Oarniah 

First entry in each cell is the coefficient in the probit function. Entries
 
in parentheses are the asymptoti: t-statistics. Entries in brackets are the 
derivatives of the probability function evaluated at the means of the independent 
variables. 
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for the per adult income composites. For Lhis measure, each additional 

adult i orvasis the prolrahility L f poverty, ard inc reases t m~rore the 

hroadvr the, def inition "f in come. For all three hoirsehold 

size/complisition adljis tments, s Lndardiz ing hors of reduceslOro work 

thin ike lihoodi that mlIt i-adillt households are considered poor. 

Numnlb r of pers ons . 14. For per houos('holI and per adult income 

measretirs, . ,lit ional dependent chi Idren o ond t increase the prohabil iLy 

of. a houisehl d Wi ng coniideredf poor. In fact , tihe tori F ierit of 

Iumbehiir "f pIrsois 14 i s aliways rnegaitive, tlhogh rL is only 

St ristit-lly sigin ificnLt for tih standardized per adhult composites. 

Howee,r, regardless of the 't initi on of in ome,, aM IiLioral chi lIren 

sigo ificmtlt v ini re;rvs th, ir hility that a househol d is considered 

pooi 'in re pee r ka i .1 illi olile re s are used.I rse' 

[el"lniaI-hi',tlthifh hieri hle .1. The. coniclus ion regarding whether 

einimI (-fititit iiouseiiiiI is are mrore likely~ to ihe poor depienids cruic iaIly on 

thin ine me asr uised . Fori thle irou sehold air pje r cap ita 

ullr; trrrilard il ioip; e Ire aliseic' "f tin mrale head significantly 

intreas ; the 1 irfii ity of inirig rornsi ered poor, However, if one 

ad jirsts for pr i meIrins .c.tie rinrl "I) ul t cosu in thlit hrouiseiholdIi (i e , per 

adult incorme,) anid rises .A rpl.,tiv ,ly hriirf deifinition of irncolmie (Ki. ., 

nit Market Income,), f 'tnrle -heidI hiousehol s i si gni Ii antlyAr not 


p""itrvr than ml -ho ,lrtnll tiii.siiih I Is wh r, tle nll I hea.d has z/'-o years of 

(vdu ti n.[1 l] In ,r11A l ses th, Qt, dilrli.at in f or hoiurs of work 

I, tiln v' 

A i (it ai furn otf -ert) wfhei thevre is io

1211 Mainse the' male fii ri Ic is relevanit only when 
theru is mile herd, i.e., tike!; 
irale heal , it i implic'itlv tearti with aa iiivdumi IIh e that takes 
on ire ue of nit' ,Valiminstlairm; th h,,"Irri,hmo l mlravI ieheaidi Comp risours 
of fume I -fiea d! h'isl horIi l.s with malr -h lrin-l-h(rio shlr i s must include Lhe 

http:dilrli.at
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iduues t h(' ,iiagriitide of tliv t'mal-h'eadtld-housthold coefficient. Tie 

st'nsitivity of vt nt luioiins ibout fenil i -llt'atdtd lousehlolds is dIle to two 

lautors: (1) Holdi1 ng cloistLint tlie nuiiir I other (lri ireadl) adults, tle 

hent'ce t,when f or tact, h'y;%ls i.-jst th is I nookirg t'r ratlhe Lhanat auliiIt 


houseoli l in t'me, tht' re .Iat i \t positi o of ft"I
le'a -it'.olhl houtseholds 

iiipri vcs ; '2) I'al's wot hread ioIuseho lds apparently work less than the 

salipIlt' riei ii tiiliiiihe r if l ouirsx, e'specially inl ilarke t activitieOs; wh nit'lLhe 

i rcomrle mt'isi rt' inclI]ules tle value' of their rioirriarket pirodrt Li on and i 

the extria. lt'isue they coisult' , thiir r'lativt incom position again 

I nip l'vtvs . 

Ulrhi;i/rual difternces. louse,holds iresiding in Urban areas have a 

lowt'r piro halhi I ity of hiig considereul poor than inural htouseholds. 

Iowt'ver, broal eltrinrg tht' scope of Iltur at i ais'la ized incolilt' iediluces the 

nirhari
/til' , I ffttict'e; it is iisignifi tcant fi broader mieasures of 

hlins h(,ld .nI pt, adult intcoie. Staidadl izinrg for hol rs of work, on thre 

othe handol inreis (tut the' ragrui tiii arid sign ii icarirt of IIR' 

iirlhiti/rraI plt\rLy ilffitrntiall. This is bieaiust rhrlian householdstt work 

fewer horojs th,'ani irual onits. 

ELhiuiLv. Clii nest, households "ar'signific antly less likely than 

Malay hotiih'lls to bv conosidered poor, rt'gariless of tlt' inricome IIeasire 

ile I'eltid i(,i i o copt ili i.nt if I lillU' hitiul hhas posi Nti' years of 
schl"") I i ng 

WI ti tortit i:", Ieila l'-hlidll houshi' I doils ippitir to have a 0(.495 
p r-ohliity of hi rig con sidered poor" (coiiipa red with ). I f9or ma le
heaedrutiIIh"H I I d whe houseioIld Mark'et Iiu(( m ii' s Ihliniicomie reuitSire.o o 

Ihwt'v'l , whtin pun.i a iluIt h tIA Autii l I iitom' I in I I or St a itlaardized Ac
tliil l to mw [I " 1'iiI i' P.u\t,1 ld, tWi' ct rrsor i-iri hirohl ilit ies ar' 
0.30i, 0 .)" ia d .257. '[hi' last thir'e' liritfbahi ities ac' riot 
sigri:Iiudutl v (Hltr'i't t Iromri tht'cort' ponirrding tirob hilitit's for ilIt'
iea del litii s holI I 
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used. Consistent with the data in Table 3, broadening the scope of 

unstandardized income has no systematic effect on the Chinese/'lalay
 

differential, Irut standardizing for hours of work furLher reduces
 

estLimates of thelprobability that Chinese households are poor. As in 

Tables 3 and 4, in tie regress ions both the sign and magnitude of the 

Indian/Malay differet ial depend crucially on the measure of income. 

Broadening the definition of unstandardized income from Market Income to 

Total O - rvable Income substantial ly increases the prohabi li ty of an 

Irdian household being among the poor. For the per household ard per 

adult composites, we would coiclle that Indian households are somewhat 

less likely to he poor than Malay households if Market Income were our 

neasure, whereas we would conclude that Indianr households are 

significantly more likely to he poor if Total Observable Income were our 

measure. 

SUMMARY AND CONCLUSIONS 

Previous studies of income distribution have used a variety of 

different measures of income. How much do these diffIerences affect the 

comparability oF results from d ,ferernt studiec;? We addressed this 

question here by using detailed lata on inricoiime and time'/ailocation for a 

recent sampe ol Malaysiain households to examine the sensitivity of 

concluIrisionis about povertv and about inicoie leve Is and irre(qtali y to how 

inconme is ina so red arid how its disLril"ti"n is summarized. We examinel 

tie sensit ivity to viri"o s ,imvnsions of measurement, Focusing on the 

marginal di I ference each makes wlen all the others ( inc luding the 

samp I e ) a r le Id Lonst.ant. W\e F rd that concluIrisionis ahoiti incoiie levels 

aid inequalitylnarid alot the relative incidence of poverty are sensit ive 

Lo five factors: 
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1. lef init ion ofI Income. Successively broader income measures 

that incldi iiCCumv( r'' ivv'l from noCiniark('t activities not only yield
 

uC,,si (Itl-,il I v higher tst iui.tt's oA the level of inut-om , but also 
affect
 

cC niCli ;i ,CnsaboLt tli' extent "I i lt'Cqin lit v t composition of the
and le 


1' ,.'' " 1wo C t CC sampIC, inequialitv falls as the definiLion of
 

i,,('CCliit' i;s Cbroaden .andi
I ed , the ran kings "fl households in the distribution 

C'Ialrgt' . TIh' i' lativ position, of iir'i IlMalays, who derive the greatest 

pr ,i ,trLi on I tll i , ilti(,I, [CI r nlom iiiirket Souiirce's , ilirproves , whi le that 

oIf I nI i.:1 (b oth u in, anl Y",a I) and of urban Ma Ilays arid rural Chi nese 

luco,,,ts worse. When broadler dCfinitions of income ace employed, the 

edicatin" of the I 'lpalv heiad is more strongly negaLiva.ly related to the 

inceidence oCf Ioverty, ind female-headed households and younger and older 

hounsC;,ICIds are less likely to Ie considered Lo le poor-than they are for 

Ii. r rle linui t. i oisy,C',w 

2. Adj ustmlent for lloursC'l Size and Cgomuposition. These 

aIdjlI.siit'mi Is,,vC' ,iC u'airiili ut rort-o l usiorns about incomen gICCS fegu wi 


invCIl I ity I r L,t t 
 o tal sample, ut they do chinge households' relative 

ranikirg i tht iriC' liostributi on. In pa rticil ar, the iel ative 

poC.siti inCf i.in IiaInSCh'Cu CldCs,whichl eCdd to larg'r than Malay 

liol ' h l.Is, ICC' ,lCt' .s worst' wl en'r we divile hol sehoild i'o t' by nrbltl 'r of 

AdC l ts.t or iill t'orn- "IIC'I hIiCi' ,lC I l ' s. 

3. lefini ion of Rc ipaient tinits. Average and median per capita 

inlcomles a [C' lo'werI wi'rn inldividlals, i-ather" than hous'holds, arn-e the 

units oh analysis. This is l'cause larger households, who receive mor-e 

weight in,the listribu,,tion "iF inCividuals, tenl tC have smaller per 

http:negaLiva.ly
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cap ita income. Furthermore, use of indivi dual weights reduces the 

measured int,(lu:rIity ini the distribution of per cpita incomes. 

4. St aridardization to Remove Va riations in Hours of Work. 

Variation in horrs of work is not an important determinant of overall 

income inpta I ity inithis sample. However, standardizing to remove 

vari ation i" work hlurs (does change households' rankings in the incore 

distrihutitto aid r(luice-s incoimes of the poor, who work arn above-average 

rnmber of ht rrs . St;rnlardizirnrg on hours of work reduces estirr;ites of' 

the incid nu "fIpoverty for both urban and rurarl Chinese and Indlians 

but increases es t Li.;'t es t the proportion of rural Malays who are poor. 

Standa rdir zat jort rediceus the like ithood thiat fetafe-headed housefholds and 

y()ung ard ()1 louseholdhs ire considerted poor. 

. Croie StaLi:stirs Sitrurarize ihe ion of IncoTre.of to l l) iSt,'it 

Althou h the varitus statist ics we have used here generally give the 

sramre pit ttre tI whait happens L"0 the rent'ral tendency or inequality of 

the fistrifL ion of i tuotri when we broaden the definition of iirunmore, 

stardri e for horrs "f work, or adjust for houisehold size, they 

sorrettires vie-ld different t or lus iors thout the extent of change. For 

ex;rmlle , broat ning the 1 '1 irit inot o"F income from arket Inc ome to Total 

Artilt Incone I I increaises the totafl samrple mean for household inrort by 

56 percent, but inctre;ses the triediarn by nearly twice as much (108 

pirei lt ). 

Rsearuhers ard ptol irykvrrs- conerriet with income distribution 

slhori I (I bo iwt re (It I t s sens it iv it y. Those doing comparative studies 

shtorlI take specital ,re to ensIr'e thItat a or lu sit ot that two in(omellI 

dist ribit ibons .arre fifl trent is due to true differences in the underlying 
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distributiiions of economic wll-being, and not merely to differences in
 

tlie ilcoimie measoires or stati stics used. 

Fiiiay, we ask the qusLittion posed title:inithe Who are Lhe poor 

in Maliays ia? Althioiigh tie Variouis lileastures of iicome used here yield 

d1i ft renL o(nluhsi ons aloit [lit' relative incindence of poverty, hLy 

otili.tlieless ofLten i e ld te same conclision aloiit which ,tiliogeographi tc 

or soci oecoiion it' siiltgroips are most likely Lo he poor. Rlegardirdless of 

wlili'i ich.cue masure is used, rural Malays and ruiral In(ians have Lthe 

gra t st lik, lihood of be iig consitered poor. Wliici of tthese Lwo 

sibgrop)s has tie gruaLr I ieiinc of poverty, however, (leIen(s on the 

nliisire used. F'or a few leasures (standardizedl values of iroadler 

ttd'Iilii tisonii "I inliclle ), riral a ytlyMa lays have sligl greater incW'idence 

of povvrty thauraiii In(ians.I;, huL for liost defliliiLiols, anlI erLa ily 

the one most comminillllyI tused(Total Ohserva'Ie lIcOllie.'), ruiral Indians are 

th lmiost pov iAtv-p roii' groi) ill our samplipe. 221 lhwevr, cur ert 

poIlici es ill fo;ius.iI ((115; on ral thei uiu Malays as group to whomin 

govelllilimt pr(aiillis shioild be a cget-tld. Al though our Sail)l, (if ruiral 

I ididins is relatively suiia I Isml aid 
ma iot in' rlvtres iLtaive of Lte ('lit ire 

puollallitiol of riiral iii i ans , our r-eslts suggest thiL Malavsian rural 

In(lians teserve greater att ent ion than they have hiL therLo received.
 

1221 When dlata ar stratilied by only etliiicity, Indians appear to
 
e Ltter off t huaniMalays becals of the greate- weight gi,'eli to tlhe 

higiier-ilirt'i bai subgroup. Only when data are stratified by etlini ci-
Ly and ulrbalu/irral I )cat isli muil LlineouiIy does tihue relative poisiti on of 
ri-a I ill(li h( ()Illiap i-lI t.I ans ;( 
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