
Methodologica11ssues in Measuring the Impact
of Sector-LevelPolicy Reform 04 Poverty·

.by

Ra.vi Kanbur

Development.EconomicsResearch Centre
DepattmeBt.ofEconomic$

University cf"lanrict
Coventry tv", 7AL
United Kingdom

November 1983

Best Available Copy

• This paper is based on ataltgiven to USAID(REDSOIWAC) in Abidjsn.in
September. 1988. I am lrateful to "IaY1\e KinK rorhis he!, and encoura.aemenl.
and to the participa.nts at. the Abidja.n meeting for their feedback.



CoAteAts

1. Introduction 1

2. The Costs of Policy ReCorm and the toile of
NOD-Project Assistuee 3

3. Issues in the Quantifica.t1on ofPoverty ,
4. Sect9ra1and Sub-Seeton.! Disqateawon of

Poverty. and its Use in I&put ADa1ysis 16,. Some Illusttatlons 26

6. Data Requirements 3'
7. Conclusion 37



1

1, IAtr;;!UCtiOA

The 1980s have ushered in a nev era in development assistance. Whereas the

previous three decades had seen major strides in the provision of assist.ao.ce Cor ma.jor

inCrastructure ud (Ither projects. the present decade has seen a move tovards

non-project ass.istu.ce. This is assista.D.ce which is tied not to use oC physicalao.d

humaD. inputs. but to the enactmtnt Clf policy reCorms. OC course. sJchassistaAce hIS

to some estent been present in IMF operations. where quick disbursin, lous.ue

made conditiona.1 00. performance criteria. ao.d where the loans have.to be repaid

over a short period. But the ml.j,. r shirt vas undoubtedly heralded by •the

development or the World Bank's Structural Adjustment Lous Cacility. These loans

are quick disbursin,. conditiona.1 00. policy rerorm ao.d perCormaace cr~teria. with a

repayment period considerably lon,er tha.o. Cor the studard IMF .,reement. Sin~

the emerlence or structural adjustment loans in the early 1980s. It. number Oc other
-
facilities have appeared, inc1udin, sector adjustment lous(World But),structutal..
adjustmentraeility ao.d eltend~d structural adjustment racility ClMF). Most recenuy,

A.1.»:s Developmettt Fund Cor Africa has a silnificant componentofn.on-project

assistance - up to 20~ vithout. consultation vith the Appropriatiotts Committees and ..

further 1041 vith consultation.

It loes witho~t sayina that one of the major objects oC development assistance !-' to

mate an appreciable dent in· the poverty of the devfdopinl world. Of course opinions

are divided on the .best way to do this. The "trictle down" optim;smoCthel"Os 1I8S

gradually replaced i.d the 1960s. and 19705 with a view that projects should •• have a

"poverty focus" i.e. that poverty impacts should·~ u in.te,ral part oC project analysis

and desilQ. Despite a swinl back of opin.ion in. th~ 1980s, it would perhaps be ~ fair

characterisation to say that the poverty consequences of projects &reamon,st the

factors that are now more or less routinely taken into account in. muy project

documents.
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This raises the natural qu.stion - should the same be the case for non-9roj.c:t

assistance? And, ifso, hoy eu.cUy is this to be done? It has to be said that in the rtrst

flush or structural adjustment loans and non-project assistanc. in the euly 1980s, the

poverty question vas som.e"hat ntll.cted <see [anbur, 1988. for anana1ysis of

structural adjustment. lOaDS to C6te d'Ivoire in the early to mid 1980s). It cae be

countered, of course. that to .the eltent that the reforms yere It'OYth otiented they

vere also oriented toYUds reducin. poverty. But this is the same as the optimism of

the I~Os co~cerninl projects. By analolY. the trend noY is veti much to

incorporate the poverty dimensions of sectoral reform and nOI1-proj.ct assistuce

direcUy into the analysis, rather than relyUl' 011 Lrictle dowl1 to do th.· job

eventually.

If the trend identified above,. and seemingly endorsed by all the major international

agencies involved in development assistance. is indeed in place, then those

previously chused yith desi.nin'l1on-project usiswlC:e yill have to acquin th~

techniques and tools of poverty analysis in the conten of 90lley reform. The object

of this paper is to provide a brief introduction and reviey of the major issues

involved. Section 2of the 9aper starts Yith thelolkof non-project assi3tance - Yhy

is it necessary? It is uaued that this must be because there,," cer1&iA.costs to polley

reform - ud it some of these costs are borne by the poor, there is a case for tn.ein.

and rectifYin. these impacts. Section 3 moves'on from this to a discussion ofissues in

the quantification of poverty. Some of the conceptual issues are aired. but the focus

is onurivin, at practicable methods. Section .1e~ on to sectoral clisaagrelltion of

poverty. and its use in impactualysis. A. simple model is presentedYhich, despite its

simplicity. allOYS olle to use poverty pronles in idelltityi.D..litely impacts. Section,

illustrates this ususent with three specific eump!es from rAte d'Ivoire. Yhile

Section 6 discusses m.oreaenerally the data requirements. The recent WorldBant

initiative on data coUectiOJl for the analysis of the social dimensions of adjustment is

hi.hUghted IS a major factor on the stelle over the nen decade. Section 7 concludes

the paper.
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2. The Costs of Policy Reform and the Lo,ic of Noo-project AssistAAce

At the outset. it should be recoloised that &Ay particular pack.,e of policy reform

may have associated with it both project usistance &Ad non-project usistaD.ce.

Bowever, from the analytical point of view we should start by considerin, these two

aspects sepsrately - to see. ",hether there is indeed something in the 10lie of

non-project assistance .hich mates it inherenUy different from project assistanc,..
•

Let us begin by looml at project assistance..

Why Project Assistance? Suppose that a particular project has been ident.ified in a

developin. country - by which is me&At thatth. inputs r.quired .&Ad the litely

outputs have been identified &Ad estim.a&ed to the ~$t .nent poss~ble. Ifth.

commercial rate of return on such a proj.et issuffici.nUy. hi,h, of course,th.

priv&W sector should bowillin. to Cin&Ac, the proj.ct. Whil. th.re arl those .ho

hold that the only projects that should b. don. are those that th•.private sector fin4s

sufficienUy profitable (a vi•••hich .ould. inc:identaUy, qu.stion th.rol.of

national or multi-national d.v.lopm.nt ...nc:ies), the current consensus do.s .se.m

to b. that th.re are som. proj.cts .hich are "orth .dam, even thoulhthe

commercial rate of return on th.m. is cot hi.h .nou,h to mate th.m au.ractive to the

private sedor. There are two upects to this counter to the complete frel markets

viev. Findy, the rate of return required by the private sector maybe~ohilh

because of capital market imperfections. For example. the privatesectormay.b.

nervous about fmucin, proj.cts vith lon•••station periods if its ovntime horUons

are limited by the available futures markets. A multinational ..ency. it can be

ulued. is lelitim.atety able to tate a lon,er vie". Secondly. it maybe thatthe~
.

rate of return to a proj.c" .xc••ds its comm.rcial rate ofreturA.For ,x~j)le•

• hether the incomes ,eA.rated by a project 10 to the rich or to the poor is

immaterial to a commercial rate of returA calcUlatiOA. Bovever. the social rate. of

return is influenced by such factors. A multinationa1.,enty may well invest in ..

project"ith a high social rate or-return.



For these reasons, thcn, project. assistance for purchase of inputs into pNjects .hose

outputs are uncertain and accrue at dista.nt. dates, has & coherent. 10lie .hich is

renected in the .&y projects are analysed dd evaluated. In strict. analytical terms,

the inputs should be priced" not. at martet. prices but. at ·shado. prices· (UWe and

Mirrlees, 197,.) that reneet mutet imperfections and social objectives. III practice,

adjustmellt. and qualificatiolls are sometimes made IS an adjunct. to commercial rate of

returll calculations. The vast. literature on theoretical and applied co.-beAtfit.

analysis speats to these issues. Hovever, a puticuiat bone ofeolltentiollbenreell

patticipants in the debate has been the eNnt. to .hich seetora! or natiollal .poliey

imperrections should be tatell into account in project appraisal. Uttle udMirrlees

(1969,197·0 ulued that project appraisal should be dOlle on the assumptioll thattnde

barriers and imperfections die: 1l0t. exist.. Duaupta, Sen and Marilin (1970) ulued

that this is to assume an ellvirollmenl that milht. ideally exist - Aot. olle which ezists

curnnUy.

A simple illustration milht prov~ helpful. Colliider aD qricultural project Yhich

'Will produce lrain as output. Hoy should this output be valueditthe,rain could be

imported fairly cheaply, b~t .hose domestic p;rice is above the Yorld price because or

protection? Cleuly. it ~rs yhich of these WOva!UatiOIl methods is used - the

1aUer would put a much mgre favourable R,ht on the project. Sen (1972) ulues that

it it is known that in fact the trade btl'riers will not be removed then this has to. be

taten as liven. Uttle aDd Mirrlee, (197,.). in their famous injunctioll to use ·border

prices- ulue that it free trade is the socia11y optimal policy then c:a1culatioAs should

"be dOlle assuming this polley - It the very least the ezercise yould cOllcentrate. the

mind Yonderfully on the benefits of free tradel

While the 10licof Sen's (1972) uaument is incontrovertible. it is easy to see ho. the

thrust forpoliey reform emeries quite nllUrally from the debates on project

appraisal - it yas felt by many that some projects looted lood only "cause of bad
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policies, and to support the project ",ould be to condone and compound the effects of

these policies. Hence policy nform.

or c;ourse if policy reform is sodally beneficw it should be considered irrespective of

its implications for project 3SSistu.c:e. But. policy reform is different. from projects in

the senn that, in principle, all that is needed is to nforlll the policy -which requires

no more- input. than the paper, pen aAd ink necessary Cor the sl,nin, of ..

Presidential Decree. Why, theA, do we need special usisWlce Cor policy r.Corm7

Nov, it is true th&t. polley nform does need mon thu paper ud ink: for u&JIlple,

nforms of tax rates may require IrtSler administrative input. (althou,h in muy

cases the object. of reform is to reduce the admiGistraUve burden). For this.nuon.

project assistance may be tacked on to policy reCol'm. But to insist UpOIl this need for

physical inputs is to miss the centrtJ point that the costs oC policy reform are

different from those of the physical inputs requir.d for a project. To see this. one

needs only to ask - if the pollcy reform in questioll is so lood. vhy has~.

goverllment. Ilot already undertaken the reform7

The answer is, of course, that the reCorm is cosUy in .. precise sense - it hurts the

groups vhose velfare the 10vernJDenttakes mostaccoUllt Qf. These costs may be lOll'

term, in. the ~Ilse that beyond the tn.nsitiollal period the lovernment's suPPOrtet'S

'Will be made vorse orr. Or they may be short term. in the lenle that althou,h. in the

lOll' term the ,overnmlnt's supporters vill benefit, the short term costs an too hl,h

to b~ acceptable to them. It mi,ht., however. be .. sate .enera1isation to suppose that it

is the short terlll costs (or benefits) thAt most exercise the minds of politically

poverful ,roups. The lOlle of non-project assisWlce must include anel.ment oC

overcoming these costs.

It may be that amon, the groups'1lhose ",elfve the government ta.t.es account of are

the poor. But it seemsunlitely that all the poor everywhere ...ill enjoy such

iJlfluettce. Some policy rerorJllS lIlay arreet them adversely ud. it multinational

Best Available Copy



6

agencies an sensitive to this, a second element oC non-project assi~'tance must consist

or overc:omin, or mitllatin, the. costs. Such a view ~, &naJo,ous to that for project

assistanre - rather than rely on the (hopefully) hilher Browth to do the job in the

lonl run. the idea is to identify vulnerable groups and desiln reform accordin,ly.

To summarize. then. there is.an anaJolY betwee!1 project and non-projectassistaJ1ce.

The "inputs" into poliey reform are· the shon term costs borne by various

socioeconomic ,roups. This is why non-project assistmce, is needed. The costs of

polley reform should concern the iJlternationai development ...neies Cor two

reasons - fJrSt1y. if they are born. by the politically powerful (in which cue the

reform proc.ss ma.y not be sustainable); secondly, if th.y are born. by th.poorUn

which case the reform process may be sustain.d,but the b.nefits to the poor may not

materialise for a consid.rablel.ngth of time). Which.v.r of th.se costs is considered

paramount. the fact is that the existence of costs of reform is c.ntral to the lo,lc of

non-project assistance. Without th.m it is not d.ar why "assistanc." is n.c.ssary ~

all. Given that they exist, it is importatlt that w. attempt to quantify these costs. Th.

rollowUl' sections of this paper focus on quantifyml the poverty costs oC polley

reCorm.
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3. Issues in the OulAtific:at.ign O(PoDa

Before the pov.rty costs of policy reform C&A b. quab.tifi.d, poverty itself hiS to be

.quaati.ti.d. Th.re is no" a vast literature on the conc.pt and m.asurem.nt of

poverty, and it "ould be inappropriate to provide a comprehensive t$vi.... h.re.At

the conc.ptuall.v.1 there are JUDy controversies - howev.r, our objeetis to arrive

at .. method that is both practicabl. and reasonably acc.ptable.

In order to quantify pov.rty w. require three buildinl blocks:

<D &distribuUon of som. measure oC the studard of livin, in &population,

(ii) &-poverty lin,- which dist14guishes the -POOi~' from the -non-poor- and

<ill) a -pov.rty index- 'Which aaeregates information about the poor into a form thf1

is ma.naaeabl. without doine undue viol.nf:' to basic intuiUoAs and va1u.

judeemenls about pov.rty.

3,1 The Standard of LiYinl

What is the -stand&rd oC livinS- of an individual? There is nO simp1. answer tQ this

qu.sti01l, as indicated by the philusophical nature of some of the ,..c.nt "dUDIS on

this topic (e.•. S.n, 1983, 1987: To"nsend, 198'>. For our purposes, itsuffic.sto restrict

attention to the consumpUon of l0ods· aad servic.s. For thoseloods and services

traded in the mutet, the economic "P9roach yould he to ,ofurth.t ud aclrtlate

the que.ntities consumed by &9plyin. 9rices to ardve at .. measure of the va1!Je of

goods ud Services consumed. Goods that ".r. produced for home consumption "ould

be valued at their martet prices and, if possible, the flow value of o"ned housin.

would be imputed.
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The same approach ,auld, in principle, be taten to publidy supplied services such as

health and education. But imput.inS .. floW' value for these services for which no

developed markets exist. vould b. to strain one's faith in .conomic analysis. AAy

computation is bound to be ·controversial. depending as it does on an estimated

"demand Cunctl.>n" Cor th.se services. With this in mind, ve vould recommend that

in practice the basic need$ soctors oC health. educWon and hoasin, be treated

separately from ordinary commodity consumption. and that poverty be thou,ht of

alonl the two dim~nsions of (D consumption of private 100ds and services and. Hi)

access to basic needs and public services. 11. ",ill focus on (j) in ",hat CoUows; (fi)is

taten up in Sections "., and "

The above approach measures the standard of livin, throulh elpe~diture. AA

alternative is to attempt measurement through income, if such inCormationis

available. If measured correctly, th.n the "Ionl run" value of income must equal the

lonl run value of coasumption (inc1udin, bequests in th.latter). Hov.ver•. as .a

matter of practice what we have is one (or at most two) "snapshots" in the Corm of

household income-expenditure surveys. In such a situation the choice of one over

. the other is bound to be controversial. One viev is that consumption measures the

current standard of livin, and that is what is important. .hother is thatiif high

consumption is bein, sustainedthroulh dissavinl. then to use current consumption

as a measure of the sustainable standard of livin, is erroneous. To add to this

controversy, .hand and Harris (1985) have &rlued that certaio. components of

measured elpenditure such as food elpenditure may be better indicators of lonl run

income (or long run e:ipendituie) than either meuuredcurrent income or measured

current .xpenditure. Hov.ver, Glewve (1986) has contested this. Relatedly. there are

certain deep questions as to vhether the standard of living over different periods~an

indeed by averaled (Ianbur.1987c). Hov ",ould ve respond to the proposition that an

individual's poverty in one period be ilnored because upon averasinl over two

periods. his expenditure turns out not to b. quite so loy?
. .
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We vould arlue that. in the context of the imperfect sa.vin,s and capital markets one

finds in Africa. the level of current elpenditure is of si,niticance in and of itself.

Moreover. the income vorsus elpenditure controversy is· unlitely to be seWed

without the I.va.ilability of I.lonl run of panel data, ud the question of 'Whether any

of the elements of espenditure is beuer is still controv.rsial. In vi.... oC this. our

recommendation ...oulcl be that Ul practice total rel1 'Ip.nditure b' used asth.

indicator of the· stl.Adtr.rd of livUlI. perhaps supplem.nted by tryin, out Cood

erpenditure on its ovn.

The data. that aretypicaUy I.va.i1a.ble Cram household surveysaUo'Wusto constr.Jct

more or less convincing measur.s of rea1elpenditun a.t the household 1,v.1. Butour

ultimate interest is presumably in individual livin, stIJlda.tds. The stedatd

procedure is simply to calculate the per capita fi,ure for each household and to

allocate this 81penditure for each of the individuals in the household. As milht ~e

ima,ined, this procedure in turn is not Cree of controversy. IJ1d there ve tvo major

objections to it.

Fi.rst1y, individua.l needs differ and the qe-sel composition at a household 'Will

influence the adequacy at I. ,iven level of rea! elpenditure at the· household level.

Thus, for elample, if ve compare tva households each at four individuals andeuh

with the same totalelpenditure, it must matter whether some of the individuals are

children or not. Hovever, whUe it is easy to mate this criticism it is less easy to

provide a solution to the problem, since it tates us into the veled question of

appropriate ·adult equivalent scales· (see Deaton and Muellbauer, 1980). The

estimations of such scales in based in turn on the estimation of consumer demand

systems. Apart tram inherent econometric difficulties 1Jl emactina such scales from

the data, there is the question oC...hether such a time consuming eCCon is justitiedin

a policy canten. If it so hl.9pens (as for Sri Lanka) that there exist adult equiValent

scaJes that command alreement, th.n they should of course be used. IfClis is not so.
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then (1) such scales should not. be "imported" from other countries (as Glewwe. 1986.

does for C6te d'lvoire) a.o.d (ii) it should be recolnised that arriving at aareed scales

may be a lonl process, In such circumstances. our recommendation would be to stict

to the per ca.pita real expenditure measure.

Secondly. even if adult. equivalent scales could be calcu~d their use in transla1in.

househQld level expenditure into individual level expenditure assumes that. withiA

the household. distribution is a.ccordin. to need. Ma.o.y authors have ql:utioned .this

assumption <e.•. '[ynch &Ad Sen. 1983) in connection 'With .ender bias. vhUe others

(e.g. Deaton. 1987) seem not. to have discovered such biases in the data. The basic

problem that ve fue in idenLt..)in. iDtra-household inequity is the lact of

intra-household inCormation on consumption. WhUe future surveys m.l.htveU focus

on these issues (at. great. espense), the current. run of surveys by a.o.d large coUect.

. espenditure data at. the household level. WhUe there are tec:hniques for tesWl, for

intra-household discrimination using household level data, the tra.D.slatiOJl of these
'.

results - and the results of- other more specialised surveys -iDto a.o. operational tool

for arriving at individual standards of living is still some yay off. In view of this,our

recommendation is to continue usin. the per capita rea! expenditure measure. It.

should be emphasised that this is not. to minimise the importance of the lender issue.

but that as thin.s stand it is best tackled using other inCormation in a survey (e.•.

hours of wort~d typeoC activities) rather tha.n that of household expenditure.

3.2 The Poyerty Line

Ba.ving arrived at a measure of the standard of livinl for each individual. we now

have to specify a cut ofr that will distin.uish those considered to be "poor- from~ose

considered to be -non poor- - we ca.o.not focus on poverty without a poverty fule.But

determining a poverty fule. and deciding on how it might or might not chuge over

time. is an issue fraught with controversy. A common enough approach is to start

from what might b, regarded as & basic intake of nutrition. as measured by calories
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for eumple. and then 80 011 to calculate the economic resources necessary to achieve

this nutrition. Each of the NpS in this approach is. ho",ever, cOlltt'oversw.

First of all. what is the minimum necessary nutritional i.o.take? Despite the nistence

of WBOIFAO auidelines. the~ is no acreement amonl nutritionists·on this (see the

recent survey by Dasaupta .and Ray. 1(86). It depends on activity levels. hei,bt.

'Weiaht and other more specific ItiJ1otypica1 features. Given thL~. there is great

resistance amonJ some nutritionists in arrivin, at measures of ma.1nutrition. for

eumple. by comparing intake data 'With some &veraae requirement for &

socioeconomic gtoUp. Even· if one overlooks the problem 'WiUl usin, &11 averqe

requirement. there is the further Cluesti(?~ of whether the body can adapt to loY

levels oC intake in .. manner that is not detrimental to health or proauctivity.

Going from a. nutritional cut-off to a. corresponding incolIle cut. off is also problematic
-

for several reasons. not least of which is that since aD individual has choice over ~.

fcodbundle he buys. he ma.y be opting for a,lov nutriUon combination through
. .

isnorlAce or pnfennce. Even if this is not .. problem thtl.re is tho problemoC price

varia!lons within a country - the same nutritional bundle m&y cost more or less in

some tegions than in others. and ifone is ,oInI ~ use &price indn the veightsmust.

be related to the nutrition81 bundle and Dot getlera! expenditure shares.

Even if one solves these problems there is the question of basic requirements for .

non-nutritional items such u clothin,. or housiQg._ Severa! &pproaehesh&ve been

tried here. On the one hand. Orshansty (196') suaply lrossedup the minimum.

expenditun for attaininl nutritional adequacy by the &verage ratio or non-Cood to

food IIpenditute in the yhole population to a.rrive at aD overa1l povertyline. In

some case! (e.g. Altimit.1979) &Jl attempt is mad' to use the shans or the ·'''}Cf'~ - but

the circularity in this method is plain to see. since the object oC the exercise is intact

to identify the poor. Another approa.eh.going ba.et to Rowntree (l9(}H is to specify &

commodity bundle intludina food and non-food items 'Which is considered as the basic
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&tld all thota unable to purchase the bundle are classified as poor.

Tho Rovnuee approach bears some relation to Sen's (1987) concept of "c:a!,abiIit.y",

but it raises the que~tioll of hov these basic items an to be decided. And doth"y

change over time7 If the definition of poverty is Cen to be essentially a. social

question, it i~ol ""Of, immediately clear who precisely is to ,ive the answe.r,Attinson

(1969) in his vork on the U.K. used the line he felt the ,ov&i'nment of the day vas

c'llmmitted to. Even in countries vhere there isn't an "officii! poverty line, there is

sometime, a lin, vhich has acquired t!l~ sta&us through a concensus ha.ving .been

built up around it. The Orshansky line for the US. is one. eump!e. The In.dian

poverty line, vhich VIS agreed upon by .. high level government committee and

vhich has since been used by most analysts (the only updating being for iD.flation),

is another example. Levels of minimum 'Waaes can sometime:: be used since' they

embody, to some extent, social consensus.

Given the variety of approaches available, our recommendalionvould be twofold: (1)

use a line that commands consensus and (il) c.onduct sensitivity analysis around any

line you choose. Ho'Wever, in many African countrios poverty a.nalysis is relatively

recent, and no consensus has developed on 'What oUlht to constitute a povertylin,e.

In these cases, our recommendation 'Would be that, as a practical matter, choose a line

which cuts ofC a specified proportion or the population belo'W the poverty line. What

proportion? This is open to debate and of course reflects 1ac:t of concensus.Hovover,

in Ianbur (1988) wo poverty lines 'Were c;hosen - one 'Which cut off 30~ of all

individuals as poor and another cut off only lOS u poor. The latter ",u rererredto as

the "hard core" poverty line. Some results based on these are provided in Section ,.

but. it should be recognised that there ~ bound to be a degree of arbitra.rine~~

specifyinl the poverty Une. In a.n operational context, however, there is no thoice

but to bite this bullet - and to do sensitivitY analysis.
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3.3 The poverty Index

Havine chosen the measure of stancla.rd of livins. and a critical level of this staudud

beloy which "poverty" begins. 'WI nov face the problem of sum.marisinl ~e

information contained ill this picture in a. manq"able form. When asked to repon

on poverty in & counLt.7, iL is, of course of liuJe use to provide the poUcymak.r with &
.

list of incomes of 111 of the p(\or. Aconvenient summary m.asure that ca.ptures the

essence of t."'_.~j Ulformat1on 'Without doing violence to b~ic ~'a!Ul:t judgements is ~hat

is requir~J. This is th, problem of finding the rilht "poverty index·.

The simpl.st &I1d most. commonly used poverty index is the ·poverty ratio· - the

percental_ of population beloy the poverty lin... Yl represents th~incom, (or

expenditure. or 'Whatever the right measure of the living standard isl of the ith

!nd1vidud. and if these are ranked as follows

(1)

where z is the poverty 1iJle. n -the total number of individuals and q the numbGr of

poor indi"1idu&1s. then

is the so c&lled poverty ratio (or "head count· ratio)~



While easily understood and commonly used. the Po meuun is ~pen to a serious

objection (see Sen. 1976). This is that it focusses purely on the numbers oC the poor

and i&nore~~ how poor the poor are. One measure yhich Cocusses on the latter is the

-income- lap ratio:

z-!I1_1?i
1= ,

z
(3)

i.e. the proportionate shortC&1l of the averlle poor persons income beloythe poverty

line. OC course. I ianores numbers in poverty. The obvious suaaesti~n is to use a

combination oC (2) and (3) waive us

JI = lh I=.!.. t z-.»
Jl 1_/ Z

(4)

The measure PI is sensitive to the numbers oC the poor and to the average depth of

poverty. It is also related to the minimum nnancial tra.nsCer necessary to ellm.inate

poverty;

-
t (z-~) - JJZI}
I-I

(5)

Clearly (,) is the JIlioimum necessary to endicate poverty because it ISSUJllles·no

leakages or other incentive eCfects.
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While PI overcomes the problems of PO' and I, it is clearly open to the objection

that it does not. evidence special concern about the na poor. Thus if .. dollar was

taken Crom the very poor and liven to those ju:st above them no cha.nle in PI would

be fesislered whereas it might be uaued that, actually poverty should be seen a.s

aoina up. This suaaests the foUovinS family oC .meaures:

. J ./. (Z- .J!i)tIt&--L
D I_I z (6)

Notice that when CI. 1. (6) co11a.pses to (2) and that when •• 1, (6) co11a.pses to (4(>'

Notice also that. 'When • >I, special sensitivity issho'Wn to the very poor in the sense

that a dollu given to the very poor 'Will reduce ~loverty by more.tha.n a doUu liven

to those sllahUy less poor ('Which is not the case 'When •• 1). Biaher and hisher

villues of • show srealer and sreater crJncern fOl' the poorest.of the poor.

Which value or CI should be chosen7 This.flS a matter for value judgement and ca.nnot

be decided easily. Ho'Wever, as practicalllWter we 'Would recQ·mmend that •• O. 1,.2

be tried always. The results in Section 'I sho'W the difference that. this choice can

make. The beauty of the p. family of fl~asuns. rust. put forward by Foster. Greer

and Thorbecke (l984(). is that they allov us to capture basic notions of poverty ina

deu a.nd o.perationally manageable v ..y. While there are other indices of poverty in

the literature, it is our vie'W that the p.> family is litel, to become the 'Workhorse of

the next generation of poverty studies.
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1.1 Poverty Decomposition lAd promProfll"

1, Sectoral Ind Sub-Sectora11)jarrreration of Poyerty. lAd its Use in Impact
AnalYsis

(9) ..

(8)

(7)_ .It 4J
If, - - P.., + - ~

4 J1

•
~. I'.Ij~

1-/

"here Xj is the proportion of total populatio.'3,in sector j. Thus the ·contribution· of

sector j to national poverty CaD be written as

Best Avaiiable Copy

Greer I.1\d Thorbecke (1984) sho" that

"here P••l and p• .2 are the pO'Yerty inelices in the two sectors separately. More

generally. if"e considerm sectOrs indexed j • 1.2•....n then

position to laule the impact of reCorm on poverty. It so happens that the p. family

of pooverty melices is amenable to decomposition in a very strai,htforwud ud

operationally convenient way. If"e divide the population up into two mutually

exc:1usive and emaustive lroups (sectors) with numbers nl ud n2. then Foster.

Our focus in this paper is on the impact of sectoral reCorm on poverty. A basic

requirement for IUch analysis is a pron!e of poverty disa"re,aled by sector or

subsector. Only when we bow the current patterns of poverty will w. b. in a
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An application of these decompositions to actual data from COte d'ivoire is presented

in Section ,. We note here that the pattern of contributions can vary yith the value

of _ - as _ increases the sectors which belin to contribute more to national poverty

are those Yhere the depth of poverty is lrealesl The disallrelaUon in (7) and (8)

can be as detailed as the policy discussion requires and the data allOYs. In the case of

COte d'ivoire, yith around 1600 households in the sample, ·small cell sizeM problems

bellUl emerlin, beyond a , sector diS&ilrelwon. To some extent, therefore, the

sample size of the household survey beinl used IS the data base c~ pose a restriction

on the level of dlsaagrlsation at which pollcy reforms can bt analysed - but this is

bound to be the case. Adiscussion of data requiremenlsand avallability is tobe.cound

in Section 6.

Another problem yith the use of these decomposable indices is that one has to assiln

an individual to one and only one sector. l1hile this may be reasonable in the case of
-

a short run regional disaggregation, for tomp!e, it becomes problematic Yhe~

production sectors are being contemplated IS defining the disalgftgation. An

individual may have several activities and multiple sources oC income. Unless one

goes to a Cull bloyn multivariate statistical analysis and thus abandons the notion of

sectoral poverty profdes, this problem is bound to be "ith us. By judicious choice of

sectors and careful classification oC households ye can do our best, and quite often do

quite veli. in deCininl the ne~essaryelisallrelations. For esample, an obvious device

is to classify as qricultural households those that earn a larle Craction of their

income from this sector. or to classify individuals on the basis oC primary activityetc.

The practicalities of this are revieyed in Section 5. but some element of overlap is

bound to remain.
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:t(,2 Iar"tiA, or IACOme Tra.ns(,"

Before cominl on to the c.ntra! qu.stion of sectoral reform. 1,t us address a. question

which, upon ren.ction. turns oUl to b. elosely related to out eone.rns. Tovards

'Which sectors should incom. ,rowth b. W",.ted? And vhich sectors should b.u the

burd.n of any incom. reduction thu miahl b. n.c.ssuy? Th.re mi.hl, of COUNe. b.

no choic. in the matter. But. pOSUl' th.se questions. ud IUemptin. to ansv.r th.m.

prov.s useful.

What is the impact on na.tional pov.rty it all incom.s in a. sector incr.ase bya.,iven

amount. 6? And vhat is this reduction as a. percentqe of tola.1 resource ouUa.y? It

would not be appropriate to provide technical details in this paper. but it is sho'Wn in

K&I1bur (1986, 1987) that the chanl' in poverty is a.pprolimately

since the resource ouUa.y is nSj6, ve ha.ve that

. (10)

J ty.
- --P" IJ

liZ
(11)

Equation (to) has surprisin,ly stronl impllca.tions. It .ys that if the abilitY to tar,et

is restricted only to tar,e~, to seeton. then tar,etin, priority should be established

by rantio, sectors a.ccordin, to the!j"· vatues of P.-l. Thus it national value

judaements ue such that • • 1 then the tar,eti.D.1 inclica10r is Po for each sector; it

• • 2 then th' tarieUnI indica10r is PI; &Ild so on. Clearly. pov,rty pro{il,sby sector

for the p. family of poverty indices turn out to b. useful not simply as If. description
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of poverty - information in the v.ry sam. poverty prof"J.1es can b. put to use ill

developin.a. sector tarletin. raa.tiIl•.

AsiilhUy more complicated set of rules emeries if the economics of the underlyin.

structure implies that each .income in • sector increases by • multiplicative factor •.

Then, u shown in Ianbur (1986, 1987.).

(12)

(13)

vhere p is mea.n income of sector j. The tar.etin.indicator ? noy related. to P.-l

ud p. in each sector. and cu be calculated direcUy from the povertyprofilt

tolether yith the eltra inform&uon onlroup meu Pj.

Yet more campll! scenuios can be im.,ined, "here the injection of resources into

one sector leads to sectoral populations chu.in. i.e. to Zj chu.in•. These are

discussed ill detail in Ianbur U987b). Suffice it to .y that the poverty pronle still

remains relevant. It is the .sectoral values of PO' Pl. Pz .etc. which ha.ve to be

combined to produce the nlev&llt tar.etin. indicators. The role of the poverty

profile u • central tool of description and &Ilalysis is thus established.
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1.3 Structural AdjustmeAt !Adnis ;The Case of Secto:ra1 Price Reform

FoUoTlinl Ianbur U987b) Tie can viev the basic m"I'OeCoAomic problem faciAl

developinl couAtries in Africa. as bein, a. ChroAic excess of dem&Ad ov.r supply.

leadin, to inflationary pressures &Ad uAsusWAabl. balanc. of paymeAts deficits.

Th. SOIUUOA to the problem. is in turA seen in terms of reducin, dema..o.d or

increasin, supply. A'ireiale d.ma..o.d policies "ith strict monetary tarlets an

addressed to the Cormer•. vhile -structural- policiesa.re addressed to the laUer. It is

recolnisod that supply side policies "ill tate lon,er to come throulh. but in their

absence the contracUon in dema.o.d vouldha.v. to b. ev.n more drastic.

Policie$ oC -structural- adjustment. as the name implies. are ,eared to"ards a.1terin,

the structure or the .conomy. Encoura.sin, production Cor the international rather

than the domesUc muket is 0.0.. eumple of such a. class of policies.· Hovever. &Aother

feature of ma..o.y adjustment policies is that they use price "form as lbe majo.r

instrument i.e. they n1y on price chu,es &Ad the si,nw they provide in the

relative profitability of diCferent a.c:Uvities to induce the desired ch&A,e in the

composition oC natioAa.1 income. Thus. for example. a. deva.1uation is me&At as .. supply

side poliey to increase the profitability of producin, nport &Ad import-compeW1'

100ds i.•. the profitability oC-tradedl,,- production. The "sourcesror .this enn.

production come oC coune Crom the other sectors.· i.e. from -non-tradeables

production. In order to encoura.se th.e shift those enl&led. in the lauer a.c:tivities

must be made relatively "orse off - &Ad absolutely so it the leyel or nationa.1 income is

faed. This illustrates a .enera.t point that price reCorm that is desilned to incn..

output in one sector must dra.v resources from somevhere else (at least in the short

run). If this movement is to be in response to muket incentives. some people mu~ be

made Tlorse off (at least in the short run).

A simplified &Aalysis can be provided for the case of tva sectors (traded versus

non-tradeable. nportable versus importable. food of one type versus food of another.
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etc.) Yhich produce output empllyin. tvo factors of production - say capital and

labour. Suppose that the relative price betveen the tvo sectors is "distorted" and that

the proposal is to increase the relative price of sector A.ud to correspondinlly

decrease the relative price of sector B. In the n.a. short run, the profits of

entrepreneurs in sector Avill rise .uld those of entrepreneurs in sectorB vill fall.

In the short run, as entrepreneurs in sector A compete for factors, factor prices in

sector A yill be bid up in this sector for both sectors (it beinl assumed that ~the

short run there is im..mobility of factors across the tva se~tors). In sector B,.ho"ever,

factor prices have to fall and if there is dovn"atd rilidity in these<prices there may

be some unemployment or factors initially (particularly lab.our). Ho"ever, in the

short to medium run factor prices "ill fall in this lector ~.D response.tothe fall in

factor demand.

But there is nova factor payments differeAtia.l betveen the two sectors, and ve vould

expect factors to milrate across the sectors, from B to A, in the medium to lonl run.

Indeed, the increase in output of sector Ato vhich this lives rise is the raison d"t.te

of the origina.l price reform poliey. In theory, factor movementvill continue till

factor prices have been equa.lised. The impact on relative factor remuneration. is

govern~d by the conditions of the Stolper-Samuelson theorem in Trade Theory - the

factor used most intensively in the production of A vill benefit ud that used most

intensively in Bvilliose.

The poverty impacts of each of the four stales of the process described above cube

folloved'throulh by constructinl a relulAt poverty profUe - if the data so permits.

Thus in the very short run profits of entrepreneurs in A benefit and .those' of

entrepreneurs in Blose. AccOrdinl to (lOl, therefore,' the net effectdep.ndsonth.

rantiD.·of P.-l amonl entrepreneurs in these tva sectors. In the man run

unemployment in sector B increases. If ve imaain. all those 'Who becomsn.vly

unemployed to end up hav~1 the same pattern of income distribution as the

currently unemployed, the net effect depends upon the p. amonlstthe employ;ed

..
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verus that &monist the unemployed. In the short to medium run (before factor

mobility has taten place) all incomes in sector Aincrease and all incomes in Sector B

decrease. Thus it is the overall P.-l in the wo sectors that should be compared in

order to laule the poverty impacts. Finally. in the medium to lonl run the factor

used most intensively in sector Abenefits at the expense of the other factor. Thus it

is P.-l of lab~ur incomes venus capital incomes that is important.

There are tva caveats to the above schemL First!y. of one tates a -multiplicative

viev of hoY IrouP level income chan.es affect individual incomes in that sectot.

J
then the different rantinIS should use not P.-l but - [4--1 -)£.].p
Secondly. in the final scenuio if factor income is distributed differenUy in the tvo

secton then the faetor movement eCfeet should be added to the formulae (to) and (12).

in the manner developed in Kanbur U987b).

'.

It should also be noted that the above scenario does not aceount for differinldemand

patterns and feed bact effects from demand chan,es bact to the priee chuae. The

1aUer can be handled methodololically by .yin, that the poverty analysis can

proceed in terms of the eventual price chan,e. The former is discussed bY·lni,ht

(1976) and could be important. but it is not clear hoY it C&4 be incorporatedslmply

into analysis in an operational context. In order to do so yeyould require. a full

bloyn computable lenera! equilibrium model of the Yariety discussed by Pyatt et al

(1987) and Thorbecke and Berrian (1987).
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1,1 Structural Adjustment Analysis; Food Subsidy RefoCAl

Food subsidy reform (removal) is often a part. of many adjustment pa~k...es,

Analytica11y it tends to fall between the "demand" side and "supply" side policies

because althou.h the major motivation behind their removal is the bud.et deficit to

whi~h they .ive rise. they can be justified on "efficiency" .rounds if food is bein.

subsidised below its import price. In such a case. it can be &rgued from basic 'Welfare

economics that removin. the subsidy removes a distortion and hence ("second best"

considerations apart.> must be efficiency enhancin,.

The theory of food· SUbsidy reform with the object of poverty alleviation has been

developed by Besley and Ianbur (1988). Usin, the techniques of modern'We1fare

economics, they ha.ve derived rules for gaulin, the poverty impact of· subsidy

removal from a commodity, and the p. family of measures. When _ -I thei;r

results have a useful interpretation in terms of tar,eUn, commodities. Theysu"est.

that commodities should be tIJ1~ed accordin, to the fraction of national consumption

of the commodity that is sccounted for by the poor (DJI1 the fraction of poor

consumption that is accounted for by the commodity). This rankin. then allOYS us to

mate poverty sensitive choices, since the commodities with lo'Wvalues of this index

provide the best bet for food subsidy reduction - their incremental impact on poyerty

per uoit of fiscal deficit reduCtion is smallest.

The above supposes that consumer prices can be manaaed independe=.Uy of producer

prices. In fact. in many countries the deficit arises because producer prices exceed

consumer prices. 1.0 this situation, 'What information is necessary before jud.eJllent

can be reached on 'Whether producer prices should be reduced or consumer prices

should be increased? We should of course be careful to compare lite 'With lite, and

loot for poverty impact per unit of fiscal deficit reduction. It is shoYn in Besley and

Ianbur (1988) that if 'We focus on P_ 'With _. 1 then the appropriate indicators to



compare an (i) 'What tnction ot total net production ot the commodity is accounted

tor by the poor a.a.d (in 'What traction ot total net consumption ot the commodity· is

accounted tor by the poor, Bere. then, is a.a.other dimension of the poverty proflle

that is highlighted by the specific poliey question, An application to C6te d'Ivoire is

to be found in Section "

tt.' Structural Adjustment Analysis: Basic Hleds Ud Public Elpenditure
Restructurio,

It was arlued in Section 3 that basic needs and public services such IS education,

health and housin, are best dealt 'With separately trom income/elpenditure measures

of poverty, althouah it is of considerable interest to see the ettent to 'Which basic

needs achievements do or do not correlate 'With income poverty. Bo'Wever,inthe

conlett of structural adjustment basic needs are of special concern because a focus of

many programs has been the (eduction or restructurin. of public elpenditures in

the basic needs areas.

In order to assess the litely impa't, 'We Jleed a poverty· profile alona the· relevant

dimension. Thus. dependinl on data availability. 'We need a quantification of the

access of the poor to the primary. secondary and tertiary sub-sectors In both health

a.a.d education. The more detailed the policy question, i.e. 'Whether or Dot user

charles should be introduced for particular health services in a particular relion,

the more specific the povertY prortle needs to be.· For this reason, it is difficult to

specity in advance the relevant prof'lle - althoulh it should be noted that 'We cannot

,etvery detailed disa&gre.ations 'Without runninl into the small cell size problem for

most Afric~ data sets. On housin" sim.i1arIy, a poverty proflle related to rental

housina (in particular, public rental. housina)can shed Ii,ht on lovernment

disenaa.ement from that sector. An illustration of just this sort of an exercise is

provided in the nen section.



'5. Some Illustrations

In this section w. will attempt to illustrate how the Cram.work developed in this

paper can be applied by taking the specific case of C6te d'lvoire. As is well known by

now, the country has had a classic pattern oC stabilization and structural adjustment

in the 1980s. Arter a period oC hiah lrovth and prudent rmandll man...emen~iD. the

1960s and early 1970s, the mId 1970s commodity price boom broulht in ~. period of hllh

lovernment. expenditute and demand outstrippinl supply. As the commodity boom

turned into .. commodity slump in the late 19705, the country borrow.d h.avily to

maintain .xpenditures, but by 1980 drastic action was need.d. In concert 'With IMF

Prolrams, the country entered into three structural adjustment loan (SAL)

qteements with the World Bank, in 1981, 1983 &D.d 1986. As is argued in detail in

Kanbur (t988), these SALs have b.come progressively more specific ud supply ~dd.

oriented. In the early phase the measures taken essentially reinforced the demand

contraction measures. How.v.r, by the mid 1980s the gellerd thrust of the measures

vas dear, and it-followed the lines discussed in S.ction 4. There was a lenerd

attempt. ~ .ncourage production Cor e:rport- sp3cifically, real prIces for export. cash

crops were increased. Within certain sectors, there was an attempt to reduce or

e1imiAate price distortions. Thus a policy of harmonisation of rates of protection in

industry ?'as launch.d in the second SAL. as well as a policy of .limination of

distortions in the ric. market. ("international prices will increasinaly be tak.n into

account in setting prices Cor rice. wheat Oour and other products traded abroad,

whil. ensuring that. any resullins pric. increases do not. have .xcessive

repercussions on the purchasing power of IvoriaD. consumers"). On basic A.eds,

there is liUle in the SALs on education and h.alth. but. in SAUl there was .. major

commiument. to distng...e rrom the housing sector ("the needs or the urban

population .xceed in eCrect the resources that. the State can m.~.ke available to the

public sector Cor housing programs").

It is of course not. an easy matter to go from these stalements on paper to what
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actutJ1y happened in practice. The housing reforms have in fec;t be.n carried out.,

the harmonisation oC rates or protection is undGl' ",a.yand rice reform is still on the

a.cenda.. In fact. thi.s illustrates a. ms.!,,: difficult,. in doing an. ex post .valuation of the .

impact oC different policies - the policy on pil.ger :an be very different from the

policy as implemented, Another problem is ~at i~ is 1\01. ~uy to disenta.Dlle the

efrects of a specific policy from the eCCects of exogenous chl!1ges or other policy

changes over .. specific period. This requires a complicated modelling exercise Yhich

it. is not. our intention to enter into here. Rather, the object. of this section· is to

illustrate how a poverty profUe can throw light on specific policy proposals. 11e"ill

tate three examples based on C6te d'Ivoire: (i) raising export cash crop prices, (ii)

rice price reCorm and (iii) housiDg policy reform. dra"ing on Ianbur (1988).

,.. General Aspects of poverty in COte d'lvJW:I.

The data on which the COte d'lvoire analysis is based ue described in ,reater detail in

Section 6 anti in Ianbur (1988). We need only note here that they &llOYUS to

construct. a measure oC real expenditure per· capita at the household level and to use

this to construct a. poverty profUe Cor 1985 -th3 year of the COte d'lvoire Living

Standards Survey. The overall mean per capita expenditure as revealed by the survey

was 202,800 CFA per IAnum. 30~ of all Ivoriaos lived on .. per capita expenditure of

less than 96,~0 aA per annum, and this "as chosen as the basic poverty line.

Sensitivi~analysis "as conducted usin, .. "hard core" poverty lin.e of.53,000 CFAper

IAnum. which cut oCC 10~ of all Ivoriaos. The details oC the sensitivity lAalysis are to

be found in Ianbur (1988) - here "e will focus only on the basic poverty line.

Table I summarises the n,ional decomP9sition of the Po class of poverty measures.

The country has been divided into five relions - Abidjan. Other Urban. West Forest.

East Forest lAd Savannah. These divides ha.ve significance in terms of the policy

debates within the country. It ~ill be recalled that· Po is simply the poverty ratio -
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the frac:tion of individuals below the poverty lirle. The itnt coluJlUl of Table I shoys

the enormous differences between Abidjan ud S&vannu. The incidence of poverty

in Abidjan is 527. while that in S&v&n.nah is 61.37. - , f""tor of 12. But. the regional

ranting between other urban. West l'oiest ud East Forest is &1so of interest. The

second column in Tule I shoys the contributioJl.to the nwon&1 Po of 30". This

requires us to use the proportion DC nwon&1 population (peor ud non-~ta~I') livin,

ill &n,ion (this is not shown in the Table). USUlI this we see that. the .ru.kin, of

contributions is pretty much th~ WIle IS thlt for the inde:a: itself. However. IS ex

increases. i.e. IS we '0 from Po to PI to p.z. the contribution of the S&VIJUlah

inc.!eases from 38.9" to 51J%. This is a sure indication thlt not only is the incidence

of poverty in this re,ion severe. but so is its ituUl. - rec&11 thlt hi,her v&1ues of _

,ive ateater wei,ht to· the poorest of the poor.

It will be rec&11ed tram Section " th&t the tarletinl indicators for the objective of

minimising P_. is to rant regions by P.~I' It follrr- tAU the poverty profile in

Table l"also provides this tar,eti.a.1 information. Tihen _ =1 1Ve use the ta.tlti41 of

Po. when _ :-=:! we use the ~tinlof Pl. when «. 3 we use ~e tUltin,of PZ." On

these criteria. income.ronh in S&V&IlJlah dominates IS the most effective way of

reducing poverty. More complicated tar,etin, indicators C&Il also be calculated•• but

the position ofSavannah reiuins unchanged - see Iubur (1988).
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TABlI 1:Decomposition of the p. Class of Poverty Measures by Re,ion

Po PI Pz
!I1B Contribution to !&lD Cgntribution to !I1u. Contribution to

National Poverty National Poverty National poverty
(!t) (!t) (,,)

AbidjlA 0.052 3.3 0.010 1.9 0.003 12

Other
UrblA 0.129 9.7 0.029 6.4 0.011 5.1

West
forest 0.211 10.6 0.359 8.7 0.12" 7.3

East
Forest 0.456 - 37.5 O.15J 36.6 0.070 35.3

.
SaV&DQU 0.613 38.9 0251 46.4 OJ31 51.1

All 0.300 100.0 OJ02 100.0 0.049 100.0

Source: IlAbur (1988)
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'5.2 uportCash Crops Policy

As as made dear earlier in this section, a major plant of the structural adjustment

polley in c6te d'Ivoire is the increued incentives to produce export crops. What are

the litely impacts of this on poverty? In order to answer. this question, a poverty

prorl1e ",as developed in Ianbur (1988) aleSia the dimension of the type of productive

sector in which a household Y&S involved. Now. such a classification is bound to be

problematic since households in leneral draw their income from multiple sources.

However. one can nevertheless arrive at a classification which is useful, by judicious

use of all the information available. even thculh it cannot be perfect. AD attempt to

develop such a ctl.ssification, alonl dimensions consonant with Ivoria.D. politY

concerns, is described in detail in Ianbur (1988). The result is a five fold

classification into export croppers (EIPC), food croppers (FODe), Cormallovernment

sector <FORGOV), formal private sector <FORPRI) and inCarmalsector UNFOR).

Table 2 presents the p. decompositions for these Cive socio-economic aroups Cor. •

0,1 and 2. It is seen immediately that export croppers are poorer than the averaae

Ivorian. but that food crop farmers are even poorer than export crop farmers. In

terms of tarletin, indicators rankin, the five.,roups m&iDtaiIl the same pattern for

PO. PI and Pz: FODe -) EIPC -) INFOR -) FORPRI -) FORGOV. Thesupenor position of

households whose major source of income is the ,overnment is taken up later on in

this section. We note here that the claims of this sector Cor income lrovth are weat

if the object is poverty alleviation. The polltY of increases in export crop prices and

hence increases in export cropper incomes is clearly justified intermsot the

com~arisonwith the three larlely urban lroupinls ot FORGOV. FORPRI and INFOR.
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Bowever. while rural.ctor r..dback errects may in turn benefit food croppers. it is

dear that they should be the object or special concern in terms of policies that

increase their incomesdincUy.

TABLE 2 :Decomposition or the p. Class or Poverty Measures by Socio Economic Group

Po PI Pz
!JJu Contribution YI1n Contribution !Ilu. Contribution

(I) (I) (I)

EXPC 0.365 22.3 0.114 20." 0.050 1&.&
FODe 0."95 59.0 OJ&.. 6..J 0.090 65.9
FOROOV 0.031 1.3 0.002 0.2 0.0002 OJ
FORPRI 0.061 1.9 0.009 0.& 0.003 0.6
INFOR OJ93 15.5 0.062 1".5 0.030 14.6 -

All 0.300 100.0 OJ03 100.0 0~049 100.0

Thus the poverty pr.ofUe u developed in Table is useful in informl the policy

debate. but it may be thoulht to be too &llrelwve. In Ianbur (198&) the EIPClroup

is rurther broten up into i~ components - cocoa. cortee. rubber. coltonete.. Amajor

feature which emeries is the hilh incidence of poverty amonl· coUOn farmers in the

savannah. Thus within the overall pollcy ot increuinl the price otesponcrops.

there is a sp,-:w cue to be made out for cOUo~. However. disaclrelwon •• cannot be

taten to finer and rUler levels. At some stale the small cell size prablembecomes

. dominant. This leads to questions of~ple size ud survey desiln. which are ~en

up in in Section 6.
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'.3 Rice Price Policy

At the momenl in ate d'Ivoire the produc.r pric. and consumer price of tice differ

from each other and from the world price. The consumer price of rice has tended to

be subsidized for obvious reuolls. On the produc.r side, one has to take into account

not only. the farmers but ihe middlemen. It has often been ulU.d that producer

price support is in errect .. subsidy to the wealthy midcl1e.en and that it is this

subsidy which should be cut. WhUe this is true, it is not deu wheth.r•• liv'A the

mart.t structure. this loss will not simply be passed OA by the middlemen to the

farmers. In such a situation ". have to w.ilh up the poverty costs of reduciA,

support to consum.rs &!ld producers.

Table , summarises some poverty ch&t&Cteristics of rice producers and . rice

cOAsumers usin. the. basic poverty JiIle and the hard Core poverty line. Roys 1and 2

shoy. that rice lumers tend to be poorer than the &'9'erage IvoriaA on either

criterion. It we combin. ro"s 1 and 3, and 2 and •• ye rUld that the ratio of 1&Ild

farmed by poor fumers to tot&11and is 28"" "hil. the WIle ratio for the hudcore

poor is 6.•". WhUe ideally "e would lite to haYethe ratio 01 poor production to total

production, these ratios may be adequate as & prosy. They are to be compared,

&ecordiA, to the theory developed in Besley &O.d I&O.bur (1988> to the correspondin.
-

ratios in ro"s' and 6 - 8.7" of ~tal rice consumption is accounted for by the.poor,

&Ad only 1.3" is accounted for by the hard core poor, Thesefi.urescome outv.ry

cleuly in favour of protecting the producer pric, of rise iA times of t'lSW constraiAt.

To round oCC the discussion of rice. compare liAes 6 &Ad 7. Ric. relative to food in

,enera! is .en to b. very much a rich AWl'S food. The case for subsiclisin. rice

relative to food in ceneral is thus not stron,.
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TABlE 3 :Rice and Poverty

1. Incidence of Poverty Amon. Rice Farmers 35.71

2. Incidence of Bard Core Poverty Amon. Rice Farmers 12.1'

3. Ratio of Mean Area of Poor to Mean Area of All 10.0\

4. Ratio of Mean Area of Bard Core Poor to Mean Area of All 50.0\

5. Ratio ofRice Consumption by Poor to Total Rice Consumption 1.7'

6. Ratio oCRice Consumption by Bard Core Poor to Total Rice Consumption 1.31

7. 'Ratio oCFood Consumption by Bard Core Poor to Total Food Consumption 3.01

'Ii Housin,

As in many devel09in, countries. C618 d'ivoire has had a 90licy or 9ublic

intervention in housinl - particularly public houSlnl. Thishu consi_dor

government buUdin, housin, and subsidisin, rents on publicly providedhousin"

One feature or C6te d'Ivoire . is that only 25.61 cpf individuals live' in rental

accommodation. In the rural areas well over 90S of individuals live in non-rental

accommodation. The exceptioA is; AOt sur9risin,ly. Abidjan "'here 68~ liTe in reAtal

accommodaUOA of some sort. Roy 7 ofTable 4 shoys that of the 9001' only IJI·!ive in

rental accommodaUoll and Roys 2. 3 and " invema_ the eJ:ten.t to Yhichthe poor

rely OA subsidised rental accommodation.

,RoY 2 of Table " shoys that of those Yho rent. incidence of. rental from. public

aaencies is far hilher amonl the non-poor than amonl the poor. YhUeRoy "

establishes quite clearly the nOY,C subsidy to the non-poor. Of thoII Cor Yh0:IILrent

is paid for by someone else. for 10.51 the rent is paid by a Public A.ency but ASlAJ. or

these recipients is poor.
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While it is alYays difficult to draY rum conc:1usiolls from a static picture as presellted

in Table 4, it does seem as thou,h the Ivorian GoverlUlLellt's policy of disen,aain,

from the rental sector of housin, is ulllitely to have major errects 011 pov.rty. The

poverty proCile developed here in Table 4. and in much ,relter detail in Ianbur

(1988) thus proves useful in inCormin, the policy debate on the poverty

consequences oC resttucturin, public eJpenditure..

TABLE .. :Relltal Housin. Characteristics by Poverty Group

fgA[ All

1. Owll House (~) 91.9 74.4

2. Of those who rellt. rental from
Public A.ency (~) 6.9 27.3

3. Of those who rent, those for
'Whom rent is paid by someone
else (~) 6.9 12.a

4. or those C~r whom rent is paid
by someolle else. paymellt by
Public A,ency (~) 0.0 aD.'



~ Data; Requirements and Prospects

Th. approach sugg.sted h.re for analysing the impact of .ctor reform on pov.rty

relies on th. ability to construct pollcy relevaAt ponrty profil". As such, it cannot

be implemented "ithout. the data to construct such profiles. It. reUes, therefore, on

th. availability of up to date household income and .xpenditure surveys which aUo"

on. not only to measure poverty of households but to classify th.m accordinl·~

various types of activiti.s. Also, it should allo" us to quantify basic need'

achievements.

An immediate reaction to this is that it is an impossible requirement - particularly iA

th. African conten. Row.v.r. while this reaction would hav. had som. SUbstance a

few years ago, it is less and less litely to reflect the reality of the years ahead. The

data base for the illustration analysis from COte d'ivoire iA Section 5 is· the COte

d'Ivoire UviAl Standards Survey of 1985. This survey has been repeated ev.;rY year

since then. so that by neB y.ar there "ill be a fUll of four years of such data.

Moreover. th. World Bank has recenUy launched'the Social Dim.nsions of Adjustment

(SDA) project. Th. SDA Unit of th.,World Bank "ill be maAqing such surveys in tJ1

increasing number of African countries. Th. first year of survey activities are

complete iA Ghana and iA Mauritania, and survey activities are to be launch,d soon

in Gambia and S.n.gal. Ov.rall. th. SDA Unit has appraised these projects in eight

countries: Th. Gambia. Guin.a. S.negal. Ghana. COte d'lvoire, Mauritania, Madagascar

and Zambia. In addition, the Unit has carried out identification missions in Za.ire.

Chad. Sudan, Mozambique, Malawi and Guinea-Bissau. h itsnport for 1988-1989

mates dear, up to 25 African countries have either already b.com. particip&Qts or

have made informal requests.

While for some of these countries survey activities are some "ay off, "hat is dear is

that during the 1990s the usual comment on1ack of good quality distributional data for
, '

Africa is litely to b. less and less rel.vant. Th.LivUlg Standards Survey (LSS)
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instrument has no" been tested in ate d'Ivoire, Ghana. uel Mauritani& and has

shown its basic usefulness &Dd errectiveness. While country specific modifie.wons

are bound to made. as "ell as ,eneral improvements in methodololY. the basic

structure of the survey is .. ,ood base on "hil:h to build.

The 191' ate d'Ivoire Uvin, Standards Survey (CILSS) is bued on a nationally

represelltative sample of 1600 households. Sillce 198' the survey has been repeated

unua11y. "ith half of the households beill, replaced. ud the other half beill,

intervie"ed &lain the Collovill, year. Thus poverty proCUes could be .stended to tate

in the dynamic or iIltertemporal dimension. A description oC Cield "ort udda&a

entry systems C&I1 be Coundill Ainsyorth &Dd Munoz (l9S6) ud Grootaert (1916). The

intervie"s are conducted in two rounds. After the rust round the data are entered

directly into .. microcomputer vhich curies out various consistency chects.

Inconsistencies C&I1 then be taten up "hen intervie"ers return for the second

round. Given this structure. it is not surprisin, that. data from CILSS are not only

senerally re,arded IS beill, of hiSh quality. they also become available in timely

fashion.

The questionnaire itself is divided i.Ilto several sections i.Ilc1udinS composition of the

household. housin,. education. health. activities.milra&ion. farm ud livestoct.

non-farm self employment. non-food elpenditure. food elpenditure ud consumption

of home produced food. ~erti1ity. other income uel credit lAd savillIS. There is also a

community level questionnaire which collects price iIlformation for tey

commodities. as "ell as information Oil cOm.D1uility level infrastructure.

It is easy to see hoy such .. comprehensive covenae helps the cnation or detUled

poverty profiles. Thus from the sections on elpendiwres"e ClID construct. a measure

of nominal elpendiwre. &Dd then use the prices from the community level

questionnaire to alIo" for re,ional price variations so as to urive at a real

elpeJ1diture measure for euh household. From the household roster the size ud
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composition ot the household Call be used to correct the total expenditure measure to &

per capita basis. from this, poverty measures. such as the p. family CIli be

calculated. for decomposition, the "Iional dimension C&Il be used from the

household identification number or the activities dimension CIA be used tromthe

several sections on activities. Net production and net consumption of a particular

commodity (such IS rice) amonlst poor &Ild non-poor C&Il also be eully calculated.

The education, health and housin, modules collect information that can be used to

construct basic needs achievements indicators. The eltent ot public support for the

housin, of the poor. Or the eltent of tertiary sector u.,e by &he poor in health &Ild

education. can be qU&lltified (IS "as done in I&Ilbur,l98Sl.
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7, Conclusion

The object or this paper has been to provide brier revi." or the methodological

literature on poverty aouysis. aod to belin developinl a frame"ork "ithin "hich

the results of this literature C&Q be broulht to be&r on measurinl the impact of

sector-level polley rerorm on poverty. The paper bellA by &rluinl that the very

IOlie of non-projeclassistaAce implies th~ enstance of costs in policy nCorm. If the

international aaency providin. this assistance sees itself as eSSlnt1a11ymiti.Wn.,

these costs through assistaD.ce. then the costs have to be quantified. If the special

focus is on poverty costs. then a prerequisite is the qUIAtif'icwon or the ellenl lAd

p&Uern or poverty in the country. In pUticular. "e have emphasised the

construction or policy relfflAl poverty profiles as IA importaal step.

WhUe even a fe" years 1.10 the data for this task "ould. simply not have been

available in most or Sub-Sahvan Aerica. the situation isehan,in, very rapidly.

Throulh the World Bank's SocW Dimensions of Adjustment project. as mlAy as .25

countries in this nlion are litely to initiate household income &Ad uplndiwre

surveys during tbel990s. This paper has provided an illustration of"hatc&ll be done

"ith the sort of data that is litely to become "idely available in Atrica over thenelt

decade.

Quaoiification of costs is important. but it. is of course only one step in the process.

The nen step is to desian prolrams that utilise non-pt:oject assistance ina Yay that

the poverty costs are miti,aled. But ho" is this to be doni in a Yay that does no.t

undermine the reform$ in the. rust place? Ho" is compensation to be taraeted to. the

poor.- and is such tarleUna feasible? This is. of course•• topic for. separate p.aper

on itsO"A.
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